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PKELmrtf  AKY  BEPORT  OF  THE   ENDUSTBIAIi 

COMMISSION- 


To  the  Senate  and  House  of  Representaimes^  Fifty-sixth  CoTigress: 

The  act  of  June  18, 1898,  creating  the  Industrial  Commission,  author- 
izes it  to  "report  from  time  to  time  to  the  Congress  of  the  United 
States."  As  the  subject  of  "Trusts,''  or  Industrial  Combinations, 
seemed  to  be  one  upon  which  there  was  pressing  demand  for  trust- 
worthy information,  your  Commission  gave  it  early  attention. 
Although  we  have  examined  sixt3'^-two  witnesses  on  trust  topics,  whose 
testimony  is  herewith  submitted,  our  inquiry  has  been  limited  to  eleven 
of  the  more  prominent,  but  typical,  combinations.  This  leaves  quite 
a  large  field  for  further  investigation,  but  the  urgent  demand  for 
information  leads  us  to  submit  what  we  have  in  hand  at  this  time.  As 
a  result  of  our  investigation  of  industrial  combinations  thus  far,  your 
Commission  are  of  opinion  that  certain  evils  in  connection  with  them 
should  be  checked  by  appropriate  legislation.  Experience  proves 
that  industrial  combinations  have  become  fixtures  in  our  business  life. 
Their  power  for  evil  should  be  destroyed  and  their  means  for  good 
preserved.  As  a  result  of  further  investigation  on  our  part,  or  of 
further  development  on  the  part  of  the  combinations,  it  may  be  pos- 
sible later  to  propose  additional  measures  for  relief  without  running 
the  risk  of  increasing  the  evils.  At  present  we  propose  the  following, 
which,  if  severally  adopted  by  the  States,  or  so  far  as  possible  by  the 
Federal  Government,  we  are  confident  will  be  of  great  service  and  will 
not  endanger  business  prosperity. 

To  prevent  the  organizers  of  corporations  or  industrial  combinations 
from  deceiving  investors  and  the  public,  either  through  suppression 
of  material  facts  or  by  making  misleading  statements,  your  Conunis- 
aion  recommend: 

{a)  That  the  promoters  and  organizers  of  corporations  or  industrial 
combinations  which  look  to  the  public  to  purchase  or  deal  in  their 
stocks  or  securities  should  be  required  to  furnish  full  details  regarding 
the  organization,  the  property  or  services  for  which  stocks  or  securi- 
ties are  to  be  issued,  amount  and  kind  of  same,  and  all  other  material 

information  necessary  for  safe  and  intelligent  investment; 
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6        PRELIMINARY   RBPORT   OP  THE   INDUSTRIAL   COMMISSION. 

(h)  That  any  prospectus  or  announcement  of  any  kind  soliciting  sub- 
scriptions, which  fails  to  make  full  disclosures  as  aforesaid,  or  which 
is  false,  should  be  deemed  fraudulent,  and  the  promoters,  with  their 
associates,  held  legally  responsible; 

((?)  That  the  nature  of  the  business  of  the  corporation  or  industrial 
combination,  all  powei*s  gmnted  to  directors  and  officers  thereof,  and 
all  limitations  upon  them  or  upon  the  rights  or  powers  of  the  mem- 
bers, should  be  required  to  be  expressed  in  the  certificate  of  incorpo- 
ration, which  instrument  should  be  open  to  inspection  by  any  investor. 

The  affairs  of  a  corporation  or  industrial  combination  should  be 
carried  on,  without  detriment  to  the  public,  in  the  interest  of  its  mem- 
bers, and  under  their  lawful  control.  To  this  end  the  directors  or 
trustees  should  be  required: 

(a)  To  report  to  the  members  thereof  its  financial  condition  in  rea- 
sonable detail,  verified  by  a  competent  auditor,  at  least  once  each  year; 

(b)  To  inform  members  regardmg  the  method  and  conduct  of  busi- 
ness by  granting  them,  under  proper  restrictions,  access  to  records  of 
directors'  meetings,  or  otherwise; 

{c)  To  provide  for  the  use  of  members,  before  the  annual  meetings, 
lists  of  members,  with  their  addresses  and  their  several  holdings;  and 

{d)  To  provide,  in  whatever  other  ways  may  be  named  in  the  cer- 
tificate of  incorporation,  means  whereby  the  members  may  prevent 
the  misuse  of  their  property  by  directors  or  trustees. 

The  larger  corporations — the  so-called  trusts — should  be  required 
to  publish  annually  a  properly  audited  report,  showing  in  reasonable 
detail  their  assets  and  liabilities,  with  profit  or  loss;  such  report  and 
audit  under  oath  to  be  subject  to  Government  inspection.  The 
purpose  of  such  publicity  is  to  encourage  competition  when  profits 
become  excessive,  thus  protecting  consumers  against  too  high  prices 
and  to  guard  the  interests  of  employees  by  a  knowledge  of  the  finan- 
cial condition  of  the  business  in  which  they  are  employed. 

From  the  testimony  given  before  the  Commission,  and  herewith  sub- 
mitted, it  has  been  proved  that,  before  the  passage  of  the  Interstate 
Commerce  Act,  discriminating  freight  rates  were  frequently  secured 
by  large  shippers.  Other  evidence  herewith  submitted,  to  be  supple- 
mented by  additional  testimony  which  will  be  laid  before  the  Congress 
shortly,  seems  to  show  that  like  discriminating  favors  are  even  now 
granted.  Believing  that  these  discriminations  clearly  tend  toward  the 
control  of  business  by  large  combinations,  your  Commission  further 
recommend : 

(a)  That  the  Interstate  Commerce  Commission  be  given  authority, 
not  only  to  prescribe  the  methods  of  keeping  accounts  of  the  railroads 
and  to  demand  reports  in  such  detail  as  it  may  require,  but  also  to 
inspect  and  audit  said  accounts; 
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(b)  That  the  Intei*state  Commerce  Law  be  so  amended  as  to  make 
the  decisions  of  the  Commission  operative  at  a  day  fixed  in  the  deci- 
sions and  until  reversed  by  the  United  States  courts,  on  appeal; 

(c)  That  the  Interstate  Commerce  Commission  be  authorized  to  pre- 
scribe classifications  of  freight  articles,  and  to  make  rules  and  regula- 
tions for  freight  transportation,  throughout  the  United  States;  and 

(d)  That  penalties  for  violations  of  the  Interstate  Commerce  Act 
should  be  appropriate  fines  against  the  carrier,  and  not  imprisonment 
of  officials. 

James  H.  Kti^,  Chairman. 

Boies  Penbose. 

J.  J.  Oabdner  (as  to  trusts). 
*Wm.  Lorimer. 

L.  F.  Livingston. 

Jno.  C.  Beix. 

Theo.  Otjen. 

Lee  Mantle. 

A.  L.  Harris. 

Ellison  A.  Smyth. 

John  M.  FarquhaIb. 

Eugene  D.  Conger. 

Thos.  W.  Phillips. 

C.  J.  Harris. 

M.  D.  Ratchford. 

John  L.  Kennedy. 
t  Albert  Clarke. 

*  I  concur  in  the  recommendations  of  the  conunission  on  industrial 
oombinations,  but  withhold  my  judgment  on  transportation  corpora- 
tions until  testimony  now  being  compiled  by  commission  is  submitted 
to  Congress,  with  recommendations. 

Wm.  Lorimfr. 

f  I  concur  in  all  except  paragraph  marked  (d),  page  7.  It  seems  to 
me  better  that  rates  fixed  by  Interstate  Commerce  Commission  should 
not  go  into  effect  in  case  of  appeal  until  affirmed  by  court,  and  that 
trial  on  appeal  should  be  expedited. 

Albert  Clarke. 
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REVIEW  OP  EVIDEIfCE. 


INTRODUCTION. 


The  Industrial  Ck)mini88ion  has  taken  a  mass  of  evidence  regarding  industrial  com- 
binations— facts  regarding  their  organization  and  methods  of  work,  opinions  from  all 
points  of  view  r^arding  their  effects,  good  and  evil,  upon  businesB  and  society,  and 
suggestions  regarding  legislation. 

As,  in  the  first  instance,  the  meet  important  task  was  to  learn  the  facts  r^arding 
them,  most  of  the  witnesses  summoned  were  either  persons  connected  with  the  com- 
binatioDs — hence  those  inclined  to  see  their  favorable  side — or  their  rivals,  who  were 
naturally  led  to  see  and  speak  of  their  evil  aspects.  An  inevitable  result  has  been 
that  the  evidence,  even  on  questions  of  fact,  has  often  been  contradictory,  and  in  some 
instances  it  has  been  impossible  from  the  testimony  so  far  taken  to  reach  any  positive 
condosion.  On  the  whole,  however,  a  careful  weighing  of  the  evidence  will  lead  to 
some  conclusions  regarding  the  nature  of  industrial  combinations  and  their  effects 
which  seem  fairly  well  justified.  It  should  be  kept  clearly  in  mind  through  all  the 
discussions  that  great  capital  or  a  great  combination  of  capital  has  no  necessary 

I  relation  to  monopoly,  though  it  seems  to  be  established  that  a  virtual  monopoly  may 
at  times  be  secured  through  the  influence  that  comes  merely  from  great  capital.^ 

COMPETITION  THE  CHIEF  CAUSE. 

Among  the  causes  which  have  led  to  the  formation  of  industrial  combinations, 
most  of  the  witnesses  were  of  the  opinion  that  competition,  so  vigorous  that  profits  of 
nearly  all  competing  establishments  were  destroyed,  is  to  be  given  first  place.  Even 
Mr.  Havemeyer  said  this,  though,  as  he  believed  that  in  many  cases  the  competition 
was  brought  about  by  the  fact  that  the  too  high  protective  tariff  had  tempted  many 
rivals  into  the  field,  he  named  the  customs  tariff  law  as  the  primal  cause.*  Many  of 
the  witnesses  say  that  their  organization  was  formed  to  make  economies,  to  lessen 
cc^npetition  and  to  get  higher  profits — ^another  way  of  saying  that  competition  is  the 
cause  without  conceding  that  the  separate  plants  were  forced  to  combine.'  One  or 
two  witnesses  simply  mention  the  higher  profits  wanted  or  some  like  ambition,  as 
when  Chairman  Gates  asserts  that  the  American  Steel  and  Wire  Company  was 
formed  because  its  organizers  '*  wished  to  be  the  wire  manufacturers  of  the  world.''  * 

The  methods  by  which  the  combinations  hope  to  effect  savings  so  as  to  keep  new 
competitors  from  coming  into  the  field  will  be  mentioned  under  the  advantages  of 
combination,  but  it  may  be  noted  that  they  usually  assert  that  they  expect  the 
increased  profits  to  come  from  savings  and  lessened  cost  of  production,  and  not  from 
higher  prices. 

1  Archbold,  p.  569;  Havemeyer,  p.  118. 

3  Reid,  p.  866;  Havemeyer,  p.  109;  Clarke,  pp.  168, 169    Luyties,  266;  Thurber,  p.  21 ;  Atkins,  p.  8U . 

<  Dodd,  p.  10G9;  Griffltha,  p.  906. 

^FagellSS. 
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10      THB   IKDUSTBIAL   COMMISSION: — ^INDUSTRIAL   OOMBINATIONS. 

THE  FORM  OF  ORGANIZATION. 

While  the  form  of  organization  of  the  industrial  combinations  is  not  of  so  great 
importance,  perhaps,  as  their  effects  upon  prices  and  wages  and  society  at  lai^ge,  it  is 
nevertheless  of  consequence  to  see  what  legal  form  has  been  taken  by  those  that  from 
the  point  of  view  of  their  managers  are  most  successful,  especially  if  an  effort  is  to 
be  made  to  legislate  regarding  them. 

The  form  of  organization  that  has  given  them  their  name  "trusts''  was  the  one 
started  by  the  Standard  Oil  Trust  in  1882,  afterwards  followed  by  the  Whisky  com- 
bination— the  Distillers  and  Cattle  Feeders'  Trust^and  by  the  Sugar  Trust — ^the 
American  Sugar  Refineries  Company.  The  plan  of  that  organization  was  as  follows: 
The  stockholders  of  the  different  corporations  entering  the  combination  assigned  their 
stock  in  trust  to  a  board  of  trustees  without  the  power  of  revocation.  That  board 
of  trustees  then  held  the  voting  power  of  the  stocks  of  the  different  companies, 
and  was  thus  enabled,  through  the  election  of  directors,  to  control  them  absolutely. 
In  place  of  the  stock  thus  received  the  trustees  issued  trust  certificates  upon  which 
the  former  holders  of  the  stock  drew  their  dividends,  these  being  paid  upon  the 
certificates  regardless  of  what  disposition  was  made  of  the  plants  of  the  different  corpo- 
rations. Owing  largely  to  hostile  legislation  and  to  the  bitter  feeling  against  the  trusts 
above  named,  these  trusts,  after  some  adverse  decisions  of  the  courts,  went  out  of 
existence,  reorganizing  as  single  corporations  in  most  cases,  and  none  at  the  present 
time  remain. 

A  somewhat  similar  form  of  organization,  however — ^the  voting  trust — is  found  at 
times.  In  this  form  of  trust  the  holders  of  at  least  a  majority  of  stock  of  a  single 
corporation  put  their  stock  into  the  hands  of  trustees  for  the  purpose  of  voting  it, 
retaining  for  themselves  all  theprivil^es  of  drawing  dividends  and  making  transfers. 
Such  a  voting  trust  has  been  formed,  it  is  claimed,  in  the  case  of  the  Pure  Oil  Com- 
pany— an  oiiganization  of  the  independent  oil  interests — for  the  sake  of  protecting  a 
majority  of  the  stock  against  purchase  by  the  Standard  Oil  Company.  The  Standard 
had  bought  large  blocks  of  stock  before  in  another  independent  company  with  the 
probable  purpose  of  securing  control.  It  will  be  observed  that  the  purpose  of  such  a 
trust  is  not  to  unite  various  corporations  under  one  management,  but  to  secure  in  per- 
petuity an  agreed-upon  policy  without  danger  of  interference  through  sales  of  indi- 
vidual shareholders.^  Some  profess  to  find  danger  in  this  form  of  voting  trust,  while 
others  think  it  decidedly  beneficial.  It  is,  however,  true  that  this  form  of  trust  may 
put  the  direction  of  a  company  into  the  hands  of  a  comparatively  few  members,  the 
trustees,  who  are  in  this  way  able  to  manage  the  affairs  of  the  company  and  to  secure 
it  a  permanent  policy  (whatever  later  wishes  of  stockholders  may  be)  such  as  could 
not  be  secured  under  the  ordinary  corporate  management  with  so  great  certainty.' 
At  any  rate,  as  a  form  of  corporate  combination  for  the  sake  of  securing  monopo- 
listic control,  the  voting  trust  does  not  seem  to  be  now  in  vogue. 

The  form  of  oiganization  that  seems  most  common  at  the  present  time  is  that  of 
the  single  laige  corporation,  which  owns  outright  the  different  plants.  A  combina- 
tion of  this  kind  is  formed  by  the  purchase  of  all  of  the  plants  of  the  different  cor- 
porations or  individuals  who  enter  into  it,  the  corporations  then  dissolving  as  separate 
corporations.  Often  payments  for  the  plants  are  made  largely  in  stock  of  the  new 
corporation,  ro  that  many  of  the  former  owners  maintain  their  interest  in  the  busi- 
ness. The  affairs  are  then  managed  entirely  by  the  stockholders  of  the  one  corpora- 
tion through  their  board  of  directors,  elected  in  the  ordinary  way.  It  is  usual  for 
these  laiger  corporations  to  choose  a  very  liberal  form  of  charter. 

A  third  form  of  oiganization,  which  is  in  many  particulars  quit^  like  the  original 
trust  form,  is  that  which  has  been  taken  by  the  Federal  Steel  Company,  by  the  DJs- 

iPhlllipa,  pp.  681-fi98;  Boyle,  pp.  464-466;  Arehbold,  pp.  6(»^18;  Emery,  pp.  667,  668. 
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tilling  G6mpany  of  America,  and  others.  In  thia  form  the  central  company,  instead 
dpoichasing  the  plants  of  the  different  corporations  which  it  is  proposed  to  unite, 
amply  bays  a  majority  of  the  stock,  or  possibly  the  entire  stock  of  each  one  of  the 
corporations.  The  separate  corporations  keep  in  separate  corporate  existence,  but  a 
mjority  of  thestock  being  held  by  the  one  larger  corporation,  its  officers,  of  course,  elect 
the  booids  of  directors  of  all  of  the  separate  corporations,  and  in  this  way  hold  ulti- 
mately complete  control.  It  is  usually  true  that  the  separate  corporations  manage 
their  own  a&irs  practically  independently,  although  they  are  furnished  information 
legaiding  the  workings  of  the  other  establishments  in  the  combination  through  the 
oentnd  officers,  and  are  doubtless  largely  directed  in  their  policy  in  this  way.* 

In  the  case  of  the  Standard  Oil  Company,  when  the  or^nal  trust  was  dissolved,  there 
vere  iasued  to  the  holders  of  trust  certificates  proportional  amounts  of  stocks  of  each 
of  the  constituent  companies,  and  since  the  trustees  themselves  had  held  a  majority 
U\he  certificates,  they  retained  as  individuals  a  majority  of  the  stock  in  each  one  of 
the  companies  that  had  formerly  been  in  the  trust.  The  separate  corporations  were 
mined  as  separate  corporations,  but  the  majority  of  the  stock  of  all  being  held  in  the 
■me  hands,  the  directors  of  the  different  companies  were  largely  the  same  men,  and 
their  affairs  were  managed  in  unison  in  substantially  the  same  way  as  had  been  the 
cue  before.  The  new  Standard  Oil  Company  of  New  Jersey  has  recently  been  formed 
with  the  intention  of  transferring  the  stocks  of  the  different  corporations  into  the 
stock  of  the  new  company,  so  that  when  the  transfer  has  been  finally  made,  one  smgle 
corporation,  the  Standard  Oil  Company  of  New  Jersey,  will  own  outright  the  prop- 
erty now  owned  by  the  separate  companies  which  are  commonly  known  and  men- 
tioned together  under  the  name  of  the  Standard  Oil  Company.  This  combination 
at  present  has  no  formal  unity.  It  has  a  practical  unity  as  great  as  it  will  have  prob- 
ably after  the  complete  change  into  the  New  Jersey  company  is  effected.' 

As  most  of  the  larger  corporations  have,  within  the  last  few  years,  been  organized 
in  New  Jersey,  it  will  be  worth  while  to  note  the  special  advantages  given  by  the 
corporation  laws  of  that  State.'  The  advantages  that  seem  to  be  brought  out  most 
dearly  are: 

first,  taxation.  The  organization  tax  is  considerably  lower  than  that  of  most  of 
the  States,  while  the  annual  tax  is  fixed  upon  the  amount  of  capital  paid  in,  so  that 
it  is  an  absolutely  certain  quantity  and  can  be  determined  by  anyone,  thus  leaving 
no  of^rtunity  for  corruption  on  the  part  of  either  the  corporation  itself  or  of  State 
officials.    The  rate  of  the  tax  is  moderate,  and  decreases  as  the  amount  of  capital 


Second.  Perhaps  a  greater  advantage  is  to  be  found  in  the  liberal  form  of  the  New 
JcEBey  charter.  The  amount  of  capital  is  unlimited,  the  period  of  organization  is 
unlimited,  the  amount  of  indebtedness  is  not  limited,  the  powers  that  are  granted 
tooorporations  are  also  practically  unlimited,  with  the  exception  that  an  ordinary 
tnanesB  corporation  is  forbidden  to  engage  in  banking.  The  Federal  Steel  Company 
would  have  found  it  impossible  to  organize  for  the  purpose  of  engaging  in  the  vari- 
ous enterprises  which  it  has  undertaken  had  it  incorporated  in  the  State  of  Illinois 
or  d  Pennsylvania.^  The  same  thing  holds  also  with  reference  to  the  American 
Steel  and  Wire  Company.* 

Third.  There  is  less  liability  on  the  part  of  the  stockholders  than  in  several  other 
Statea* 

Fourth.  The  directors  have  also  less  liability.  In  case  of  issuance  of  stock  for  prop- 
^  the  judgment  of  the  directors  is  conclusive  as  to  the  value  of  the  property  taken, 

1  stetson,  p.  970;  Gary,  pp.  965, 996;  Rice,  p.  887;  Bradley,  pp.  814, 821. 
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unless  there  is  evidence  of  fraud.  Stock  issued  thus  for  property  is  considered  fully 
paid  up,  and  the  stockholders  can  not  be  held  further  liable  in  case  the  property 
proves  to  have  been  taken  at  less  than  its  cash  value.  The  directors  are  not  person- 
ally liable  for  the  debts  of  the  corporation  if  they  &ul  to  file  reports  or  to  conform 
with  certain  other  requirements. 

On  the  other  hand,  some  of  the  witnesses,  notably  Mr.  Dill,  called  attention  to  the 
somewhat  rigid  provisions  of  the  New  Jersey  corporation  law  regarding  the  making 
of  reports  and  the  keeping  of  a  registered  office  in  the  State,  where  could  be  learned 
the  leading  facts  regarding  the  corporation.  It  is  the  purpose  of  the  registration 
companies,  which  act  as  representatives  of  most  of  the  laxge  corporations  oiganized  in 
the  State,  to  secure  the  filing  of  the  annual  reports  and  to  have  the  stock  and  transfer 
books  of  the  corporation  always  kept  up  to  date  and  accessible  to  stockholders  who 
may  wish  to  find  out  who  their  fellow-stockholders  are  and  the  extent  of  their  hold- 
ings. It  was,  however,  brought  out  in  the  evidence  that  these  provisions  with  refer- 
ence to  registration  offices  are  not  fully  carried  out  in  practice  by  the  attorneys  and 
others  who  act  as  agents  usually  of  the  smaller  corporations,  while  there  are  viola- 
tions of  the  law  probably  in  the  case  of  a  large  majority  of  the  small  corporations  as 
r^ards  the  filing  of  the  annual  reports.^ 

The  laws  of  Delaware  and  West  Virginia  were  also  explained  at  considerable 
length.  They  are  even  more  liberal  in  some  particulars,  especially  as  regards  tax- 
ation, than  those  of  New  Jersey.  Neither  of  these  States  requires  that  shareholders' 
meetings  be  held  within  the  State,  while  West  Virginia  does  not  even  require  a  per- 
manent office  to  be  kept  in  the  State,  although  it  does  insist  upon  the  payment  of  an 
annual  fee.  and  limits  the  capitalization  to  $5,000,000.' 

OVEECAPlTAtlZATION. 

GENERAL  STATEMENTS  REGABDINQ   THE   EVIL. 

During  the  past  few  years  the  total  capitalization  of  the  new  industrial  combina- 
tions has  reached  an  enormous  sum,  well  into  the  billions,  and  in  many  cases  at  least 
the  nominal  capitalization  of  the  corporations  far  exceeds  the  cash  value  of  their 
property.  The  impressions  among  different  people  regarding  the  effect  of  this  over- 
capitalization vary.  Some  of  the  witnesses  who  have  appeared  before  the  Commis- 
sion are  of  the  opinion  that  the  question  of  the  capitalization  of  any  corporation  is  of 
slight  consequence.  They  think  that  if  the  amount  of  stock  issued  is  only  three  or 
four  times  in  par  value  more  than  the  cash  value  of  the  plants  themselves,  no  especial 
harm  is  done.  If  the  plant  shows  that  its  earning  capacity  is  sufficient  to  pay  divi- 
dends on  the  large  capitalization,  the  stock  will  hold  its  value  fairly  well,  and  the 
capitalization  is  justified.  If  the  earning  capacity  of  the  establishment  is  not  suffi- 
cient to  pay  dividends,  this  condition  will  show  itself  in  the  value  of  the  stocks. 
While  some  individuals  who  are  careless  about  their  methods  of  doing  business 
may  be  injured  by  the  purchase  of  stock  through  misrepresentation,  that  is  not  a 
matter  that  concerns  materially  the  general  public.  People  who  deal  in  stocks  are 
likely  at  times  to  lose.  The  State,  it  is  said,  can  not  act  as  guardian  for  foolish  indi- 
viduals. It  is  not  believed  by  these  witnesses  that  overcapitalization  has  any  effect 
upon  prices  which  is  injurious  to  the  public* 

Other  witnesses  believe  that  this  overcapitalization  is  a  serious  injury  to  the  public. 
Not  merely  do  the  misrepresentations  of  the  promoters  of  these  corporations,  and 
perhaps  also  of  the  underwriters  of  their  stocks,  mislead  prospective  buyers  of  stock, 
but  it  is  thought  also  that  the  attempt  to  pay  dividends  on  the  inflated  capitalization 

^Dill,  pp.  1079,1080;  officers  of  regifitratlon  agencies,  pp.  1089-1099;  Ryan,  pp.  1099-1106;  Edgerton, 
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eerioosiy  affects  the  prices  of  the  prodacts  to  consomeni  and  the  wages  of  employees. 
These  witaeeses  are  indined  to  helieve  that  possibly  the  chief  evil  of  the  great  indoa- 
trial  combinatioiis  comes  at  the  time  of  their  organization,  when  private  bankers 
and  others  acting  as  financial  agents  or  underwriters,  together  with  promoters,  make 
huge  profits  from  floating  the  new  corporations,  which  will  afterwards  find  them- 
ttlyes  onable  to  pay  dividends  to  stockholders  and  which  must  within  a  compara- 
tively short  time  go  through  a  process  of  reorganization  to  the  great  loss  of  those  who 
have  invested  [their  money  in  good  faith.  Some  of  the  witnesses  are  inclined  to 
think  that  this  overcapitalization  has  been  so  prevalent  within  the  past  two  or  three 
jcare  that  the  result  must  inevitably  be  a  financial  crisis  which  will  prove  injurious 
tD  the  public  at  large,  aside  from  those  who  have  foolishly,  perhaps,  invested  their 
money  in  these  stocks.' 

The  position  seems  well  taken  that  the  methods  of  promotion  and  financiering  are 
often  decidedly  against  public  interest  and  ought  to  be  checked.  The  overcapitali- 
■tion,  too,  is  probably  felt  somewhat  in  increased  prices  at  times. 

TH8  FACrrS  FBOM  THE  TSBmCONY. 

L  OapUalisxition. — Regarding  most  of  the  combinations  concerning  which  testimony 
has  been  taken  the  facts  appear  quite  clear. 

None  of  the  witnesses  believe  that  the  Standard  Oil  Company  is  on  the  whole 
overcapitalized,  as  compared  with  the  present  value  of  the  plants.  Its  opponents 
believe  that  its  profits  are  enormous  on  the  capitalization.'  The  witnesses  represent- 
ing the  Standard  Oil  Company  itself,  while  admitting  very  large  profits  and  present- 
mg  no  very  definite  facts  regarding  the  capitalization,  still  give  the  same  impression 
from  their  testimony.' 

The  American  Sugar  Refining  Company  seems  to  be,  beyond  question,  capitalized 
at  a  sum  twice  as  large  at  least  as  the  cost  of  reconstruction  of  the  plants  them- 
eelves.  The  capitalization  was  shown  to  be  several  times  the  original  capitali- 
lation  of  its  constituent  members,  the  testimony  taken  before  the  Lexow  Com- 
mittee on  this  point  being  confirmed  in  terms,  although  the  capitalization  of  some 
of  these  constituent  members  had  little  relation  to  their  actual  value.*  Much  more 
direct  was  the  testimony  regarding  the  present  capitalization  as  compared  with 
the  present  cost  of  reproducing  the  plants.  The  present  capacity  of  the  American 
Sqgar  Refining  Company  is  substantially  40,000  barrels  per  day.  On  the  basis  of 
CEthnates  given  by  Mr.  Doscjier,*  Mr.  Jarvie,*  Mr.  Post,^  and  Mr.  Havemeyer,'  these 
refineries  could  be  built  at  a  cost  of  from  twenty  to  thirty-five  millions,  it  being  con- 
ceded by  them  all  that  the  present  cost  of  building  (June,  1899)  is  very  much  higher 
than  it  would  have  been  a  little  earlier.  This  sum  would  show  that  a  capitalization 
of  probably  not  over  half  the  present  one  ($76,000,000)  would  be  ample  to  handle 
the  business  satisfactorily.  Mr.  Havemeyer,  however,  contends  that  the  value  of  the 
hnnds  owned  by  the  American  Sugar  Refining  Company  and  the  good  will  must 
Dot  be  overlooked.  The  Havemeyer  and  Elder  brand  especially  is  in  itself,  he  thinks, 
worth  thirty-five  or  forty  millions,  and  is  at  least  equal  in  value  to  the  plants.'  The 
dividends  by  the  American  Sugar  Refining  Company  for  some  years  past,  7  per  cent 
on  the  preferred  stock  and  12  per  cent  on  the  common,  together  with  the  sum  set  aside 
for  surplus,  would  seem  to  show  that,  while  the  capitalization  may  be  far  above  the 
Qst  of  the  plants,  it  is  not  above  the  earning  capacity  of  the  establishments  at  the 
nogeof  prices  which  has  prevailed  for  the  past  few.  years.  This  rsipes  the  question 
whether  the  power  of  the  combination  has  not  enabled  it  to  keep  prices  up  so  that 
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its  earnings  could  pay  dividends  on  an  excessive  capitalization,  and  whether  the  high 
capitalization  has  not  been  an  added  temptation  to  hold  prices  high. 

According  to  the  testimony  of  several  witnesses,  the  first  stable  whisky  combina- 
tion, the  Distillers  and  Cattle  Feeders'  Trust,  was  capitalized  at  an  amount  far  beyond 
the  cash  values  of  its  plants.  The  clearest  testimony  on  this  subject  was  given  by 
Mr.  Clarke,*  who  asserted  that  he  was  paid  in  trust  certificates  four  times  the  agreed- 
upon  fair  cash  value  of  his  plant.  He  believes  that  other  distillers  who  went  into 
the  combination  were  paid  on  substantially  the  same  basis.  Probably  some  of  the 
more  influential  trustees  secured  even  more  than  the  other  members.'  The  trust 
certificates  received  dividends  of  6  per  cent  per  annum  for  some  years.  On  the 
basis,  also,  of  late  offers  which  were  made  him  for  the  plant  of  which  he  was  in  con- 
trol, Mr.  Clarke  believes  that  the  Standard  Distilling  and  Distributing  Company  was 
capitalized  at  probably  six  times  the  actual  cash  value  of  the  plants.*  Other  wit- 
nesses, while  not  giving  testimony  in  such  definite  figures,  nevertheless  confirm  the 
fact  of  laige  overcapitalization  of  the  whisky  combinations.^  In  fact,  the  testimony 
of  Mr.  Cook^  would  tend  to  show  that  the  present  capacity  of  the  new  whisky  com- 
bination could  be  reproduced  at  but  a  small  fraction  of  the  present  capitalization. 

Perhaps  the  clearest  testimony  on  this  subject  of  capitalization  came  from  the  wit- 
nesses connected  with  some  of  the  iron  and  steel  companies.  The  witnesses  regard- 
ing the  tin-plate  combination  were  in  substantial  agreement  in  stating  that  the  owners 
of  most  of  the  plants  gave  an  option  on  their  plants  at  what  they  considered  was  the 
fair  cash  value,  although,  owing  to  the  good  times  and  to  the  fact  that,  in  many  cases, 
the  industries  were  quite  prosperous,  the  prices  were  high.  They  were  then  given,  by 
the  promoter,  the  option  of  taking  this  valuation  of  their  property  in  cash,  or  of 
taking  instead  the  same  amount  in  preferred  stock  with  a  like  amount  of  common 
stock  added  as  bonus.  The  witnesses  who  appeared  before  the  Commission  had 
chosen  to  take  stock  instead  of  cash,  believing  that  the  business  could  carry  that  capi- 
talization, and  the  price  of  stock  on  the  market  shows  that  the  common  and  pre- 
ferred together  have  so  far  ranged  above  the  cash  valuation. 

One  of  the  witnesses,  at  least,  conceded  that  the  total  amount  of  stock  thus  paid 
for  the  plants,  since  the  cash  option  was  taken  in  prosperous  times  and  included  not 
merely  the  value  of  the  plant  but  also  the  good  will  of  the  running  business,  prob- 
ably amounted  in  some  instances  to  three  or  four  or  even  five  times  the  cash  cost  of 
the  plants  at  that  time.  Owing,  however,  to  the  greatly  increased  value  of  material 
and  the  increased  wages  of  labor,  some  of  the  witnesses  were  of  the  opinion  that  the 
preferred  stock  alone  of  the  tin-plate  company  would  probably  not  equal  the  cost  of 
reproduction  of  its  plants  at  the  present  time.* 

Exactly  the  same  system  seems  to  have  been  followed  in  the  capitalization  of  the 
National  Biscuit  Company,^  the  National  Steel  Company,^  and  the  American  Steel 
Hoop  Company.'  In  all  these  cases  there  was  a  clear  understanding  that  the  common 
stock  represented  simply  bonus  or  anticipated  profits.  The  fact  that  the  cash  options 
taken  on  the  plants  included  also  in  the  minds  of  the  sellers  the  good  will,  and  were  pre- 
sumably at  a  fairly  high  price,  considering  the  prosperous  times  and  the  added  advan- 
tage which  was  expected  to  be  obtained  from  the  combination  itself,  would  seem  to 
show  that  the  capitalization,  including  both  preferred  and  common  stock,  was  con- 
siderably more  than  double  the  cost  of  reproducing  the  plants  themselves. 

In  the  case  of  the  American  Tin  Plate  Company  there  was  also  added  ten  millions 
of  common  stock,  which  was  issued  to  the  promoter  for  his  services  and  for  the  cost  of 
organization.    It  is  presumed,  of  course,  that  not  a  little  of  this  ten  millions  had  to 
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be  paid  oat  in  oommiaaions,  etc,  to  thoBe  who  aided  in  secoring  the  required  amoont 
of  capital,  inclading  cash  fomished  for  working  capital.'  The  amount  of  extra  com- 
mon stock  iflsaed  for  pnrpoeee  of  promotion  in  the  American  Steel  Hoop  Qompany 
and  in  the  National  Steel  Oompanj  was  $5,000,000  in  each  case.  4 

In  all  these  cases  the  capital  seems  not  to  have  been  beyond  the  earning  capacity 
dnring  the  prosperoos  times  of  the  last  year,  the  qoestion  again  arising  as  to  whether 
the  prices  have  been  pushed  beyond  normal  rates  in  order  to  pay  dividends  on 
watered  stock. 

The  International  Silver  Company,  according  to  the  testimony  of  its  president, 
has  from  45  to  50  per  cent  of  its  caiHtalization  represented  by  plants,  machinery, 
merchandise,  etc.,  and  the  rest  by  brands  or  *'good  will.''  * 

Mr.  Gates,  president  of  the  American  Steel  and  Wire  Company,  estimates  that  of 
their  180,000,000  of  capital  stock,  some  $10,000,000  to  $15,000,000  are  considered 
good  will,  the  rest  plants  and  material.*  It  is  to  be  noted,  however,  that  the  valua- 
tbn  of  the  plants  given  by  Mr.  Gates  is  based  on  the  great  increase  in  cost  of  all  iron 
material  for  the  last  year,  and  not  on  the  value  at  the  time  the  organization  was  capi- 
talized. Forty  million  dollars  would  come  more  nearly  the  cash  value  at  the  time, 
1897-98,  when  Mr.  Morgan's  estimate  was  made  of  $28,000,000  for  some  70  per  cent 
of  the  value  of  all  the  plants. 

The  National  Shear  Company  was  clearly  capitalized  at  far  beyond  its  cash  value. 
Mr.  Wias  was  of  the  opinion  that  the  stock  issued  was  &ve  times  more  than  the  cash 
value  of  the  plants;  and  the  fact  that  the  stock  was  practically  unsalable  would  seem 
to  justify  his  conclusion,  even  though  there  were  difficulties  in  connection  with  the 
ffianagemqit  of  the  establishments  which  would  tend  to  lower  the  value  of  the 
stock.* 

2.  PnmoUnf  pnjfiU. — ^As  was  intimated  above,^  one  of  the  chief  causes  of  this  over- 
capitalization  comes  from  the  high  profits  that  are  secured  by  the  promoters  and  by 
the  underwriters  of  the  stock  when  the  combinations  are  made.  Mention  has  just  been 
niade  of  the  ten  millions  of  common  stock  paid  to  the  promoter  of  the  American 
^  Plate  Company,  and  of  the  five  millions  paid  iu  each  case  to  the  promoter  of 
the  National  Steel  Company  and  iA  the  American  Steel  Hoop  Company. 

According  to  the  testimony  of  Mr.  Clarke,*  when  the  Standard  Distilling  and  Bis- 
trilnting  Company  was  organized,  for  each  $100,000  of  cash  advanced  to  buy  the 
plants  the  underwriters  received  $100,000  in  preferred  stock  and  $150,000  in  common 
stock,  while  the  promoter  likewise  received  $150,000  in  common  stock. 

According  to  the  agreement  made  with  the  organizers  of  the  Distilling  Company 
of  America^  they  were  to  turn  over  all  the  stock  of  the  constituent  companies  at  a 
1^0  agreed  upon,  and  were  then  to  furnish  $1,500,000  cash  as  woaking  capital  and 
two  distilleries  which,  it  was  testified,  cost  $2,000,000.  After  full  exchange  in  stock 
atthe  agreed  ratios  was  made,  there  would  be  left  in  their  hands,  with  which  to 
wcore  the  $3,500,000  cash  needed,  $10,710,000  of  preferred  stock  and  $13,360,000  of 
oommon.  At  the  average  market  price  of  the  stocks  during  the  month  after  the 
company  was  organized,  July,  1897, 56}  and  21,  respectively,  these  stocks  would  have 
been  worth  $8,S56,750,  although,  of  course,  they  would  not  have  realized  this  if 
thrown  on  the  market  Promoters'  profits  seemed  thus  very  large.  By  December, 
^wever,  the  stock  had  so  fallen  that  it  was  worth  less  than  $4,000,000;  so  that  the 
ultimate  gains  were  possibly  not  so  laiige  as  they  at  first  appeared. 

Mr.  Pearson,  who  acted  as  banker  for  the  National  Shear  Company,  testified'  that 
^  was  to  receive  $30,000  in  preferred  stock  and  $225,000  in  common  stock  for  dis- 
counting the  notes  of  the  company  to  the  amount  of  $200,000  and  continuing  this 
vediKounting  for  a  period  of  18  months.      In  case  he  withdrew  from  his  bargain 
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after  9  months,  he  was  to  receive  a  little  lees  than  half.  Being  dissatisfied  with  the 
way  the  company  was  doing  bosiness,  at  the  end  of  9  months  he  withdrew  from  this 
arrangement.  The  stock  dae  to  him  in  accordance  with  the  contract  had  not  yet 
been  paid  when  he  testified.  This  combination  seems  practically  to  have  been 
organized  on  borrowed  money,  even  in  part  for  payments  for  plants.  The  liberality 
of  the  organization  with  the  banker  was  clearly  brought  out.  The  profits  of  the  pro- 
moters did  not  appear  from  the  testimony. 

According  to  the  testimony  of  Mr.  Gary  ^  the  Federal  Steel  Company  was  capitalized 
at  almost  precisely  the  actual  value  of  the  plants,  estimated  by  a  board  of  appraisers, 
together  with  the  actual  cash  put  in.  Considerable  has  been  allowed  for  increased 
values  of  lands,  and,  of  course,  the  exact  basis  of  the  appraisement  did  not  appear. 
He  testified  also  that  J.  P.  Morgan  &  Co.,  the  bankers  who  effected  the  exchange  of 
the  stocks  of  the  constituent  companies  for  that  of  the  Federal  Steel  Company, 
received  some  $200,000  for  their  services.  He  admitted,  however,  that  before  this 
arrangement  was  made  by  J.  P.  Morgan  <&  Co.  for  the  syndicate  that  was  organizing 
the  Federal  Steel  Company,  J.  P.  Morgan  &  Co.  already  controlled  a  majority  of  the 
stock  of  all  the  constituent  companies.  The  price  paid  by  them  for  this  stock  did 
not  appear,  so  that  their  real  profits  are  not  clearly  in  evidence.' 

On  the  whole,  from  the  testimony  given  before  the  Commission,  the  inference  seems 
a  fair  one  that  the  capitalization  of  these  combinations  is  usually  a  sum  considerably 
above  the  value  of  the  plants  together  with  patents,  but  exclusive  of  brands  and 
good  will,  of  the  companies  that  enter  into  the  combination.  In  cases  that  are  con- 
sidered fairly  conservative,  the  amount  of  stock  issued,  including  both  preferred  and 
common  stock,  is  from  two  to  three  times  more  than  this  value,  while  in  not  a  few 
instances — for  example,  the  one  cited  by  Mr.  Dill*  where  value  of  possibly  $600,000 
was  capitalized  for  $8,000,000 — the  capital  stock  seems  to  bear  little  relation  to  actual 
value  of  plants  and  patents. 

PRICES. 

RAW   MATERIAL. 

The  statement  is  frequently  made  that  owing  to  the  fact  that  a  large  combination 
becomes  a  principal  buyer  of  raw  material  it  has  great  influence  in  decreasing  its 
price.  Thus  it  is  said  that,  as  the  chief  purchaser  of  raw  sugar,  the  American  Sugar 
Refining  Company  is  able  to  get  a  certain  advantage.*  Mr.  Havemeyer  concedes 
that  the  fact  that  he  is  a  very  large  buyer  gives  him  some  advantage  in  selecting  his 
markets.^  All  seem  to  be  agreed,  however,  that  this  advantage  probably  does  not 
on  the  average  amount  to  more  than  one-sixteenth  of  a  cent  per  pound. 

In  the  case  of  the  American  Tin  Plate  Company  it  was  said  that  owing  to  the  fact 
it  was  a  very  large  buyer  of  steel  it  could  at  times  get  contracts  at  better  rates  than 
smaller  buyers,  although  apparently  it  could  not  get  any  better  rates  than  several 
other  large  buyers  of  steel  doing  different  classes  of  business.  Especially,  however, 
does  the  fact  that  the  directors  of  the  American  Tin  Plate  Company  are  in  large  part 
the  same  as  the  directors  of  the  National  Steel  Company,  that  the  business  condi- 
tions of  each  are  known  to  the  other,  and  that  their  interests  are  closely  allied,  ena- 
ble the  Tin  Plate  Company  at  times  to  secure  rather  better  rates  from  the  National 
Steel  Company  than  would  be  given  by  that  company  to  an  outsider.  Similar  state- 
ments are  made  regarding  the  American  Steel  Hoop  Company,  which  is  similarly 
associated  with  the  National  Steel  Company.* 

Nearly  all  of  the  opponents  of  the  Standard  Oil  Company  who  appeared  before  the 
commission  testified  that  owing  to  the  fact  that  the  Standard  had  control  of  the  main 
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pipe  lines  and  was  the  chief  refiner  of  petroleum  it  could  practically  fix  the  price  of 
crude  oil,  and  had  done  so  for  many  years,  often  to  the  detriment  or  even  financial 
rain  of  the  producer.^  By  virtue  of  its  control  over  the  pipe  lines  the  Standard  Oil 
Company,  when  in  competition  with  smaller  pipe  lines  in  certain  localities,  had  fre- 
qnently  put  premiums  upon  the  oil  produced  there,  thus  paying  more  than  the  regu- 
larmarket  rate  for  it  Sometimes  through  this  practice  the  competing  pipe  lines 
found  themselves  deprived  of  oil,  were  financially  ruined,  and  were  at  length  bought 
ap  by  the  Standard  Oil  Company,  which  then  recouped  itself  by  removing  the  pre- 
minm,  and  perhaps  making  a  general  reduction  in  the  price  of  crude  oil.'  The  oppo- 
nents of  the  Standard  Oil  Company  seem  to  bt;  of  the  opinion  that  this  payment  of 
premiums  has  been  almost  altogether  for  the  sake  of  forcing  the  competitors  out  of 
the  bosiness.  The  Standard  Oil  witnesses,  on  the  other  hand,  asserted  that  the 
premiums  were  often,  perhaps  usually,  and  at  present  only,  made  because  of  the 
better  quality  of  the  oil  from  these  special  localities;  but  they  also  conceded  that 
at  times  the  Standard  has  paid  premiums  for  the  sake  of  forcing  a  competitor  out  of 
the  business,  and  that  under  similar  circumstances  it  would  do  it  again.* 

It  is  charged  also  that  where  the  Standard  Oil  Company  has  had  exclusive  control 
of  the  pipe  lines  in  certain  territory  it  has  frequently  held  the  price  of  crude  oil  so 
low  that  it  could  at  length  buy  up  the  wells  or  the  oil  lands  from  the  producers  and 
owners,  after  which  the  price  of  crude  oil  would  be  raised  again  to  a  fair  price.* 
There  can  be  little  doubt  that  when  a  company  is  the  owner  of  the  only  pipe  line  in 
any  district,  this  gives  it  great  control  over  the  price  of  oil,  and  in  consequence  over 
the  welfare  of  the  producers  themselves. 

Owing  to  this  control  (which  seems  to  be  in  the  main  conceded  by  the  witnesses 
on  behalf  of  the  Standard  Oil  Company) ,  some  of  the  witnesses  assert  that  the  tables 
and  charts  of  prices  of  crude  and  export  refined  oil,  which  show  also  the  ratios  or  mar- 
gins between  them,  misrepresent  in  many  cases  the  real  state  of  the  business.  If  the 
prices  of  crude  oil  are  fixed  arbitrarily  for  the  purposes  of  buying  up  oil  territory,  of 
baying  out  competing  pipe  lines,  or  of  raising  the  cost  to  independent  refiners,  or  if 
losses  on  refined  export  oil  are  recouped  by  raising  the  price  of  American  refined, 
nch  figures  can  hardly  be  an  indication  of  the  real  condition  of  the  business.'  On 
the  other  hand,  the  testimony  of  Mr.  Lee  in  explaining  the  course  of  prices  of  crude 
oO  over  a  series  of  years  seems  to  show  that  he  also  believes  that  the  amount  of  the 
output  has,  in  spite  of  many  arbitrary  acts  of  the  Standard,  in  the  long  run  and  on 
the  whole  been  certainly  a  very  important  if  not  the  chief  cause  in  determining  its 
variations  in  price.* 

It  is  asserted  by  the  Standard  Oil  Company  itself  that  its  prices  for  crude  petroleum, 
as  of  late  years  announced  through  the  Seep  Purchasing  Agency,  are  fixed  on  the 
world  demand  and  supply,  and  that  in  the  main  these  prices  have  been  fair  to  the 
producers.^  It  is  probably  true  in  general  that  the  extent  of  the  output  has  been  the 
main  factor  in  determining  prices,  though  the  fact  of  very  many  individual  cases  of 
trbitrary  shifting  of  prices  to  a  degree  ruinous,  in  certain  localities,  to  the  competi- 
tors and  to  the  producers,  may  also  be  considered  established. 

PRICES  OF  PRODUCT. 

1.  Control  of  otUpui. — Several  of  the  combinations,  as  appears  from  the  testimony 
of  their  officers,  control  a  large  proportion  of  the  entire  output  of  the  country.  The 
American  Sugar  Refining  Company  was  selling  at  the  time  of  the  testimony  about  90 
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per  cent  of  the  output.'  The  American  Tin  Plate  Company  was  prohahly  also,  at  the 
time  when  its  representatives  appeared,  controlling  something  more  than  90  per  cent.* 
The  whisky  combination  has  controlled  at  times  as  high  as  95  per  cent  of  the  pro- 
duction of  spirits,  and  has  probably  during  most  of  the  time  for  the  past  12  years  con- 
trolled more  than  80  per  cent  of  the  output'  Most  of  the  iron  and  steel  companies 
claim,  on  the  other  hand,  that  they  make  no  attempt  to  control  so  large  a  percentage 
of  the  output,  and  that  they  make  no  approach  to  monopolistic  power,  but  secure 
their  advantages  by  bringing  together  different  branches  of  the  industry  which  in- 
sures them  a  steady  supply  of  raw  material  or,  on  the  other  hand,  a  sure  customer  for 
part  of  the  product.  Thus  the  Federal  Steel  Company  controls  possibly  some  30  per 
cent  of  the  output  of  its  main  products,  and  carries  the  processes  from  the  mines  to  the 
finished  product  The  National  Steel  Company  controls  about  18  per  cent,  and  it  also 
operates  mines,  fleets,  and  mills.  ^  In  the  case  of  the  American  Steel  and  Wire  Com- 
pany, however,  the  combination  at  the  time  of  the  testimony  was  selling  from  75  to 
80  per  cent  of  the  total  output  of  steel  rods,  the  same  percentage  of  smooth  wire,  and 
65  to  90  per  cent  of  wire  nails.  Moreover,  the  American  Steel  and  Wire  Company  has 
practically  a  monopoly  of  barbed- wire  and  woven- wire  fencing  through  the  patents 
which  it  holds,  and  not  merely  by  virtue  of  its  laiige  capital.  With  the  exception  of 
the  monopoly  secured  through  these  patents  Mr.  Gates,  chairman  of  the  company, 
thinks  it  does  not  control  competition.' 

The  proportion  of  refined  petroleum  produced  by  the  Standard  Oil  Company  has 
varied  materially  at  different  times,  but  during  the  past  few  years  has,  as  stated  by 
its  own  officers,  increased  gradually  from  81.4  per  cent  in  1894  to  83.7  per  cent  in 
1898.®  Opponents  of  the  combination  are  inclined  to  put  the  figures  as  high  as  90  or 
95  per  cent^  The  control  of  the  crude  petroleum  field  by  the  combination  is  much 
leas,  but  is,  nevertheless,  considerable.  It  is  not  claimed,  however,  that  the  Standard 
fixes  the  price  of  crude  petroleum  by  virtue  of  the  fact  that  it  is  the  greatest  producer, 
but  rather  by  the  hict  that  it  owns  the  pipe  lines  and  is  the  chief  buyer. 

2.  CofUrol  of  prices. — A  manufacturer  who  controls  so  large  a  proportion  of  the 
product  as  do  some  of  these  combinations  can,  beyond  question,  to  a  considerable 
d^^ree  control  the  price.'  Throwing  into  the  market  a  laige  amount  of  goods  at  one 
time  tends  to  lower  the  price.  Likewise,  one  who  controls  plants  enough  to  supply 
the  entire  normal  demand  of  the  country  can,  evidently,  by  closing  some  of  these 
plants,  readily  raise  the  price. 

The  custom  has  regularly  been  for  some  years  for  the  Standard  Oil  Company  to 
announce  from  day  to  day  the  price  which  it  would  pay  for  crude  petroleum  and  the 
price  at  which  it  would  sell  refined  petroleum.  This  price  is  generally  accepted  as 
the  market  price,  and  competitore  follow. 

Likewise,  the  American  Sugar  Refining  Company  first  posts  the  prices  for  the  day, 
and  is  then  followed  by  its  competitors,  who  post  theirs.  Cenerally  they  take  the 
prices  fixed  by  the  American  Sugar  Refining  Company;  but  at  times,  if  they  have  a 
little  surplus  stock  on  hand,  or  if  it  is  difficult  for  them  to  secure  a  customer,  they  will 
cut  the  price  perhaps  one-sixteenth  of  a  cent  per  pound.  One  or  two  of  the  chief  com- 
petitors seem  to  be  forced  to  put  their  prices  quite  frequently  at  one-6ixteenth  of  a 
cent  below  that  of  the  American  Sugar  Refining  Company.^  In  spite  of  its  control 
over  the  output  it  is  said  by  Mr.  Post  that  the  American  Sugar  Refining  Company- 
has  not,  in  his  judgment,  unduly  restricted  the  output '°  It  is  probable,  he  thinks,  that 
had  that  company  not  been  formed  the  competitive  system  would  have  ruined  many 
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established  refineries,  bo  that  as  many  would  have  been  cloeed  as  ia  now  the  case  and 
the  oatpat  would  have  been  fully  a8  small,  probably  even  less.  Practically  all  of  the 
witDesses,  both  members  of  the  combination  and  their  opponents,  concede  that  while 
there  is  a  certain  arbitrariness  in  fixing  the  prices  it  has  been  exercised  in  most  cases 
only  within  comparatively  narrow  limits,  and  then  mainly  to  meet  competition  or 
sdfieit 

While  prices  may  be  kept  at  rates  sufiicient,  by  virtue  of  the  economies  of  oombi- 
luition,  to  pay  reasonable,  even  considerable,  profits,  though  still  laigely  excluding 
oofflpelitionr  any  attempt,  it  is  claimed  by  many  witnesses,  to  secure  extortionate 
prices  defeats  itself  by  provoking  competition.  Thus  the  whisky  combination,  in 
the  days  of  the  Disdllers  and  Cattle  Feeders'  Trust  and  the  Distilling  and  Cattle  Feed- 
ing Company,  in  certain  instances  put  up  the  prices  to  an  excessively  high  point 
The  result  was  that  numerous  competitive  distilleries  were  built,  so  that  either  the 
trost  was  forced  to  buy  them  out  at  high  figures  or  else  the  competitors  secured  enough 
control  of  the  market  so  that  the  prices  were  comparatively  soon  forced  down.^ 

It  seems  to  be  conceded  by  all  parties  that  the  whisky  combination  might,  if  it 
would  adopt  that  policy,  hold  its  prices  at  profitable  rates,  and  at  the  same  time  so  low 
that  no  one  would  care  to  compete,  its  present  leading  competitors  being  willing  to 
bay  whatever  product  they  need  for  compounding  purposes  from  the  trust  at  a  fixed 
price  based  upon  that  of  com.' 

The  officials  of  the  American  Tin  Plate  Company  recognize  that  their  price  is  to  be 
considered  the  American  price,  although  they,  with  all  of  the  other  representatives 
of  combinations,  deny  that  they  possess  a  monopoly,  and  show  that  there  are  some 
competitors  in  the  field.  The  company  fixes  the  price,  which  its  competitors  in  the 
main  follow,  but  its  ofiScers  realize  that  if  they  push  their  profits  too  high  they  will 
simply  call  in  competitors  to  so  great  an  extent  that  it  will  hurt  their  own  business 
and  prevent  their  control  of  the  conditions.  The  same  tffgument  is  presented  in 
general  terms  by  several  witnesses  regarding  the  control  over  prices  by  the  combi- 
nations.' 

In  some  cases,  notably  in  the  iron  and  steel  and  allied  industries,  there  has  been 
within  the  last  year  or  two  an  almost  marvelous  increase  in  the  demand  for  products 
of  all  kinds.  In  consequence,  prices  have  advanced  very  rapidly.  While  it  is  proba- 
bly true  that  the  combinations  have  been  able  to  seize  the  advantages  of  the  situa- 
tion better  than  could  smaller  manufacturers,  there  can  be  no  doubt  that  the  main 
increase  in  price  has  come  from  the  most  unusual  demand.  Mr.  Gates  testified  Uhat 
in  his  judgment  the  new  output  of  steel  cars,  steel  vessels,  and  steel  frames  for  build- 
ings and  bridges  constituted  as  large  a  tonnage  as  the  total  tonnage  of  the  United 
States  in  iron  and  steel  fifteen  or  twenty  years  ago.  All  the  witnesses  in  those  lines 
seemed  to  agree  as  to  the  increase  in  demand  and  as  to  the  fact  that  it,  with  the  cor- 
responding increase  in  price  of  basic  materials,  was  the  chief  cause  of  the  increase  in 
price  of  finished  product.  Hardly  any  of  the  companies  could  meet  present  demand 
and  all  were  taking  contracts  for  months  ahead. 

The  fact,  however,  that  in  the  main  the  great  combinations -fix  the  prices  and  their 
oompetitors  follow  would  seem  to  show  a  certain  element  of  monopoly.  When  they 
niake  a  cut  in  the  price  the  others  must  follow,  and  their  action  is  substantially  an 
arbitrary  one.  They,  on  the  other  hand,  having  so  large  a  control  of  the  market, 
need  not  follow  the  cut  of  a  competitor  in  a  comparatively  small  market,  although,  of 
oooiBe,  they  can  not  permit  the  competitor  to  widen  his  market  materially,  provided 
they  wish  to  hold  the  control.    So,  on  the  other  hand,  this  monopolistic  element  is 


iMcKnlta,  p.  217;  Clarke,  pp.  171, 176;  Cook.  pp.  241-246  Bradley,  pp.  814,  816. 
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shown  by  the  fact  that  the  increased  price  fixed  at  any  time  by  a  combination  must 
be  taken,  at  least  temporarily,  by  most  consumers,  since  the  combination  is,  sub- 
stantially, at  the  moment  the  chief  source  of  supply,  its  competitors  being  utterly 
unable  to  meet  the  needs  of  the  market.  This  is  true  in  spite  of  the  fact  that  if  the 
prices  are  made  unreasonably  high,  competitors  would,  in  the  long  run,  deprive  the 
combination  of  its  trade. 

The  success  of  great  combinations  as  chief  manufacturers  depends,  their  officers 
claim,  upon  a  cheaper  cost  of  production  than  that  which  their  competitors  possess. 
If  they  can  not  effect  this,  the  witnesses  maintain  that  the  combinations  will  com- 
paratively soon  lose  their  control,  unless  they  can  succeed  in  bringing  some  other 
element,  like  a  patent,  into  the  problem.^  On  the  other  hand,  it  has  been  conceded 
by  one  or  two  of  the  witnesses  that  the  fact  merely  that  the  combinations  possess  so 
large  a  capital  and  can  exert  so  much  power  tends  to  frighten  their  actual  or  would-be 
competitors,  and  this  enables  them  to  secure  or  keep  a  certain  element  of  monopo- 
listic control,  aside  from  the  greater  cheapness  of  production  which  they  may  or  may 
not  possess.  Of  course,  this  latter  monopolistic  element,  depending  upon  the  deter- 
rent effect  which  their  power  exerts  upon  their  competitors,  is,  these  witnesses  claim, 
comparatively  slight' 

A  more  accurate  discussion  of  the  course  of  prices  in  these  special  lines  can  be 
made  from  a  study  of  the  charts  appended.  The  figures  in  these  charts  are  in  every 
case  conceded  by  the  managers  of  the  combinations  to  be  as  nearly  accurate  as  any 
that  can  be  secured. 

3.  Cuts  in  local  markets. — From  the  standpoint  of  the  competitors  of  the  combina- 
tions, the  greatest  evil  perhaps  is  not  the  fixing  of  prices  too  high,  although  asser- 
tions against  the  monopolies  are  not  infrequently  made  on  this  ground,  but  rather 
that  they  cut  prices  to  an  unreasonable  extent  in  certain  localities,  and  even  to  indi- 
viduals at  certain  times  for  the  sake  of  driving  out  their  rivals.  This  practice  has 
been  most  frequently  charged  against  the  Standard  Oil  Company.  Doubtless,  too, 
in  order  to  get  into  new  fields,  the  competitors  will  at  times  cut  the  price,  and  to 
hold  its  market  the  Standard  follows,  or  makes  still  lower  prices;  or  again,  to  pre- 
vent  a  competitor  from  entering  a  market  which  he  seems  to  be  threatening,  a  first 
cut  is  made  by  the  Standard.  Witnesses  disagree  as  to  the  side  which  usually  makea 
the  first  cut,  and  doubtless  all  depends  upon  the  circumstances  of  the  special  case  in 
question.'  The  same  policy  has  also  been  followed  by  the  American  Sugar  Refijiing 
Company,  at  any  rate  in  its  earlier  days,  and  of  late  since  it  has  been  competing 
against  the  new  refineries  of  Arbuckle  Brothers  and  Doscher.^ 

The  opponents  of  the  Standard  Oil  Company  do  not  hesitate  to  charge  it  with 
employing  competitive  methods  which  they  consider  dishonorable.  They  assert 
that  persons  are  engaged  to  follow  wagons  of  competitors  to  learn  who  their  custom- 
ers are,  and  that  then  they  make  lower  offers  to  those  customers;  and  it  is  still  fur- 
ther asserted  that  at  times  the  employees  in  the  ofiices  of  rivals  are  bribed  to  disclose 
the  business  to  the  Standard  Oil  Company.  * 

The  Standard  Oil  Company  denies  authorizing  or  approving  any  such  methods  of 
learning  its  competitors'  business,  although  it  is  acknowledged  that  it  takes  practically 
every  honorable  means  of  finding  out  what  its  competitors  are  doing  in  order  that  it 
may  properly  meet  the  competitors  on  their  own  field.*  The  methods  of  competition 
charged,  it  is  said,  may  rarely  be  followed  by  an  overzealous  employee,  but  such 
action  would  be  discountenanced  m  every  case  by  the  company. 
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THE  FACrrOR  SYSTEM. 

Several  of  the  industrial  combinations  have  adopted  the  plan  of  selling  their  goods 
to  wholesalers  at  a  certain  fixed  price  and  at  the  same  time  naming  a  price  at  which 
they  were  to  himish  them  to  the  retailers.  After  an  interval  of  from  thirty  days  to 
six  months,  provided  the  wholesaler  would  make  affidavit  that  he  had  maintained  the 
prices  given  him,  and,  sometimes,  that  he  had  sold  only  the  goods  of  the  combination, 
he  would  receive  a  rebate  from  the  manufacturer.  From  this  rebate  came  his  only 
profits.  It  has  been  thought  by  many  that  this  factor  system  was  a  means  employed 
by  the  combination  to  hold  its  monopolistic  control  over  the  wholesaler. 

In  the  case  of  the  sugar  combination,  however,  the  testimony  seems  to  show  that 
competition  among  the  wholesalers  had  resulted  in  depriving  them  of  any  profits 
whatever,  and  had  even,  in  many  cases,  forced  them  to  sell  at  a  loss.  In  order  to 
avoid  this  difficulty  the  wholesalers  themselves  petitioned  the  American  Sugar 
Befining  Ck>mpany  to  adopt  the  factor  plan,  and  after  a  consideration  of  the  matter, 
as  an  accommodation  to  the  wholesaler,  the  plan  was  adopted.  The  sugar  refining 
company  itself  claims  that  it  receives  no  advantage  from  the  system,  but  adopted  it 
<Hily  at  the  request  of  the  wholesalers.  The  other  refineries  have  likewise  adopted 
the  same  system.'  Mr.  G.  Waldo  Smith,  president  of  the  American  Grocers'  Associa- 
tion, explained  the  system  in  detail  and  told  how  important  it  was  to  the  grocers. 
He  is  strongly  in  favor  of  it,  not  merely  as  applied  to  sugar,  but  to  any  product 
which  is  uniform  in  quality,  so  that  special  brands  have  little  influence  in  fixing  the 
prices,  and  has  himself  proposed  plans  for  its  more  general  adoption.  He  believes 
that  this  is  the  wisest  method  for  grocers  and  one  that  is  perfectly  legitimate;  in  fact, 
without  some  such  system  grocers  wouUl  be  compelled  to  handle  sugars  and  similar 
commodities  at  a  loss. ' 

The  system  of  requiring  affidavits  from  the  wholesalers  has  been  given  up  by  the 
sugar  refiners,  and  it  is  expected  that  they  will  keep  the  agreement  as  to  prices 
among  themselves  without  special  effort  on  the  part  of  the  manufacturers  to  force 
them  to  do  so.  Experience,  however,  shows  that  considerable  cutting  takes  place.' 
The  grocers  in  the  States  of  Ohio  and  Illinois  have  adopted  a  modification  of  the  sys- 
tem, by  which  they  have  agreed  among  themselves  to  maintain  prices  of  sugar  within 
certain  districts.  If  it  is  found  that  anyone  has  lowered  his  prices  the  entire  number 
of  jobbers  in  the  district  immediately  lower  theirs  to  the  place  in  question,  so  as  to 
prevent  his  securing  any  advantage.^ 

This  system  is  perhaps  best  known  in  connection  with  rebates  on  sugar,  but  for  a 
time,  while  the  Distilling  and  Cattle  Feeding  Company  was  in  existence,  a  somewhat 
similar  rebate  system  was  employed  in  the  sale  of  spirits.  The  larger  distributers 
and  rectifiers  received  a  rebate  of  2  cents  a  gallon,  and  the  wholesalers,  after  an  inter- 
val, provided  they  had  sold  only  the  goods  of  the  company,  received  a  rebate  of 
usually  5  cents  a  gallon,  though  the  amount  of  the  rebate  varied  somewhat  at  differ- 
ent times. 

In  the  case  of  the  whisky  combination  the  company  failed  to  keep  on  hand  a  suffi- 
cient amount  of  cash  to  pay  these  rebates  promptly,  and  this  delay  in  payment  was 
one  of  the  causes  which  led  to  throwing  this  company  into  the  hands  of  a  receiver.^ 

A  siimlar  system  is  found  in  the  sellingof  soap,  baking  powders,  etc.,  but  the  general 
principles  vary  in  no  essential  particulars  from  the  ones  just  given.* 

More  evidence  will  probably  be  taken  on  this  subject  later. 
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EXPORT  TRADE. 

The  representativee  oi  many  of  the  oombinatioEiB  assert  that  they  have  made 
espedal  efforts  to  increase  the  export  trade,  and  they  oonsider  the  development  of 
that  trade  one  of  the  chief  advantages  to  the  country  from  the  combinations.  They 
beheve  that  it  would  be  impossible  for  this  trade  to  be  secured  to  anything  like  the 
Kame  extent  without  the  power  that  comes  from  large  concentration  of  capital  in  the 
hands  of  one  managing  body. 

The  representatives  of  the  Standard  Oil  Company  furnished  much  evidence  to  show 
how  extensive  their  export  trade  has  become,  and  they  urged  repeatedly  that  this 
trade  could  not  have  been  secured  without  the  expenditure  of  large  sums  of  money 
such  as  only  a  great  cx)mbination  could  control.* 

Some  of  the  rivals  of  the  Standard  Oil  Company  were  of  the  opinion  that  without 
a  great  combination  sufficient  capital  could  readily  have  been  furnished  by  others  to 
secure  and  carry  on  an  export  trade  no  less  imposing  than  tjiat  of  the  Standard  Oil 
Company.  They  also  show  that  the  Pure  Oil  Company,  perhaps  at  present  the  chief 
rival  of  the  Standard,  has  secured  a  large  export  trade  in  Germany,  and  at  the  present 
time  is  making  most  of  its  profit  from  this  export  trade.'  The  total  exportation  of 
the  independent  refiners,  however,  is  only  a  small  fraction  of  that  of  the  Standard. 
The  assertion,  however,  that  the  export  trade  of  the  Standard  has  been  built  up  at 
the  expense  of  the  domestic  trade '  is  vigorously  contradicted  by  members  of  the 
Standard  Oil  Company.  The  chart  of  prices  of  crude  and  refined  oil  seems  to  show 
clearly  that  the  regular  prices  at  Bremen,  Germany,  are  considerably  higher  than 
the  prices  in  the  United  States,  although  there  has  been  at  least  one  and  perhaps 
other  exceptional  times  when  the  American  price  has  been  above  the  export  price. 
This  has  been  true  especially  in  the  far  East  on  account  of  Russian  competition.* 
The  explanation  of  this  given  by  Mr.  Archbold  is  that  it  was  necessary  to  cut  foreign 
prices  for  a  time  in  order  to  secure  the  market. 

The  manufacturers  of  spirits  are  of  the  opinion  that  they  could  easily  supply  a 
large  part  of  the  foreign  market  with  spirits  were  they  not  hampered  by  the  pro- 
visions of  the  laws  of  the  United  States  regarding  the  packages  in  which  spirits  shall 
be  shipped,  and  also  regarding  bonding  and  payment  of  the  tax.^  These  witnesses, 
however,  do  not  urge  that  the  large  capital  controlled  by  the  combinations  would 
be  necessary  for  this  export  business.  They  believe  that  our  advantages  in  manu- 
facture are  so  great  that  the  export  business  would  develop  as  a  natural  outgrowth  of 
the  situation,  provided  the  restraints  of  the  law  were  removed. 

A  somewhat  similar  line  of  argument  is  followed  by  those  engaged  in  the  iron  and 
steel  industries.  Mr.  Guthrie,  president  of  the  American  Steel  Hoop  Company, 
believes  that,  owing  to  our  superior  natural  advantages,  under  ordinary  circumstances, 
it  would  even  now  be  possible  for  a  large  part  of  our  product  to  be  sent  abroad. 
At  the  present  time  comparatively  little  is  exported  owing  to  the  enormous  home 
demand,  but  he  believes  that  we  have  the  opportunities  and  facilities  for  manufac- 
ture which  should  enable  us  to  export  large  quantities.  At  the  same  time  the  lai^ 
capital  of  the  combinations  makes  it  possible  to  employ  agents  all  over  the  world,  and 
to  spend  large  sums  in  pioneering."  A  similar  opinion  was  expressed  by  Mr.  Gates, 
chairman  of  the  American  Steel  and  Wire  Company.'' 

As  regards  the  relation  of  export  prices  to  domestic  prices,  the  statement  is  at  times 
made  that  the  two  have  comparatively  little  relation  one  to  the  other,  inasmuch  as 
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di&nent  conditions  are  met  with  in  the  different  lines  of  trade.  It  is  conceded  that 
it  is  frequently  true  that  export  prices  are  made  lower  than  domestic  for  the  sake  of 
secaring  the  trade.  It  is  claimed »  however,  that  no  disadvantage  has  come  to  the 
AiDerican  consamers,  nevertheless,  because  when  the  foreign  market  has  been  once 
secured  the  continuous  full  operation  of  the  plants  with  the  increased  output  reduces 
the  coBt  of  the  entire  product  Were  it  not  fos  the  export  trade  there  might  at  times, 
it  is  conceded,  be  somewhat  lower  prices  for  the  domestic  market,  but  only  under 
conditions  that  would  result  in  a  temporary  check  to  production  and,  on  the  whole,  the 
resolt  would  be  a  higher  average  of  domestic  prices.^  In  certain  instances  the  export 
trade  comes  from  the  peculiar  character  of  the  product  itself  and  has  little  to  do  with 
the  matter  cf  prices  or  with  the  power  of  a  large  combination.'  The  fact  seems 
established  that  great  capital  aids  much  in  extending  the  export  trade.  Great  capital 
does  not  necessarily  imply  monopoly. 

TRUSTS  AND  THE  TARIFF. 

Most  of  the  witnesses  who  so  fzx  have  been  heard  before  the  Industrial  Ck>mmis- 
fflon  on  the  subject  of  trusts  have  been  directly  connected  with  the  industries  con- 
cerned as  mannfactuTers.  Practically  all  of  them  testify  in  favor  of  the  tariff  upon 
the  industry  represented,  whether  they  be  members  of  the  combination  or  its 
opponents. 

The  tariff,  of  course,  has  practically  no  influence  in  connection  with  the  Standard 
Oil  Ck)mpany,  except  indirectly  in  its  manufacture  of  tin  cans  and  other  collateral 
indnstries. 

Mr.  Havemeyer,  president  of  the  American  Sugar  Refining  Company,  asserts  with 
much  vigor  that  he  believes  the  customs  tariff  law  to  be  the  mother  of  all  trusts — 
except  the  Sugar  Trust  When  the  protection  is  very  high,  instead  of  fighting  one 
another  he  thinks  the  manufacturers  get  together  to  take  all  the  profit  possible.  If 
this  is  not  their  attitude  at  first,  vigorous  competition  among  themselves,  brought 
about  by  the  great  number  tempted  into  the  industry  by  the  tariff  itself,  is  likely  to 
force  them  to  see  what  they  are  losing,  and  combination  follows.  He  is  strongly 
inclined  to  the  belief  that  the  tariff  on  all  industries  should  be  kept  as  low  as  10  per 
cent,  thinking  that  to  afford  sufficient  protection  against  foreign  countries,  while  at 
the  same  time  it  is  low  enough  so  that  trusts  would  not  be  encouraged,  as  he  believes 
they  are  now,  by  the  **  inordinate  protection  "  granted.  He  has  particularly  in  mind, 
apparently,  the  steel  and  iron  industries,  although  he  also  concedes  that  had  it  not 
been  for  the  high  protective  tariff  existing  at  the  time  the  original  Sugar  Trust  was 
formed  he  would  probably  not  have  taken  the  risk  of  putting  his  refineries  into  the 
tniat.» 

As  regards  the  present  tariff  on  sugar,  Mr.  Havemeyer  thinks  that  the  differential 
in  favor  of  refined  sugar,  one-eighth  of  one  cent  per  pound,  is  too  low,  and  is  of  the 
opinion  that  it  should  be  as  high  as  one-fourth  of  a  cent.  In  this  particular  Mr. 
Jarrie,^  of  Arbuckle  Bros.,  is  inclined  to  agree  with  him,  as  are  also  Mr.  Post,^  Mr. 
Baynitsky,*  and  Mr.  Doscher,^  but  all  concede  that  with  the  present  low  range  of 
prices  brought  about  by  the  vigorous  competition  no  refined  sugar  can  be  imported. 

Mr.  Buynitsky,  while  favoring  a  protective  tariff  on  the  whole,  is  nevertheless 
inclined  to  think  that  it  may  be  high  enough  to  encourage  the  formation  of  industrial 
combinations  to  an  injurious  extent.  He  therefore  would  give  to  the  President  of 
the  United  States  power  to  reduce  the  tariff  on  any  particular  monopolized  article  by 
Executive  order  to  an  extent  not  less  than  5  per  cent  nor  more  than  20  per  cent,  for 
A  period  of  not  more  than  5  years." 
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Judge  Gary,  President  of  the  Federal  Steel  Company,*  while  admitting  that  protec- 
tion may  sometimes  perhaps  permit  monopolistic  prices,  does  not  think  the  plan  of 
reducing  it  by  Executive  order  practicable.  That  would  injure  firms  and  individuals 
outside  the  combination.  It  would  be  justifiable  only  in  case  the  combination  were 
distinctly  illegal,  and  in  that  event  the  present  laws  are  sufficient  to  suppress  the 
monopoly.  He  believes  that  some  tariff  is  still  needed  for  the  proper  protection  of 
the  various  steel  industries,  and  does  not  believe  that  at  the  present  time  there  is  any 
monopoly  in  them. 

President  Beis,  of  the  National  Steel  Ck)mpany,  does  not  believe  that  the  tariff 
has  had  much  effect  on  the  iron  and  steel  business  during  later  years,  and  thinks 
that  so  far  as  his  especial  branch  of  the  industry  goes,  the  tariff  would  not  be  needed,' 
though  he  concedes  that  in  other  branches,  perhaps,  such  as  the  manufacture  of  steel 
rods'  and  black  plates  for  tinning,  it  may  still  be  needed. 

President  Guthrie,  of  the  American  Steel  Hoop  Company,'  thinks  that  without  the 
present  tariff  on  steel,  his  company  could  not  compete,  for  example,  in  Galveston, 
Tex.,  on  account  of  the  extremely  low  freight  rates  from  abroad.  Protection  is 
needed,  in  his  judgment,  to  offset  transportation  rates,  even  though  we  have  at  the 
present  time,  and  are  likely  to  have  still  more  in  the  near  future,  the  possibility  of 
exporting  American  steeL 

Chairman  Gates,  of  the  American  Steel  and  Wire  Company  *  believes  also  that  the 
tariff  is  needed  in  order  to  enable  us  to  pay  transportation  rates.  It  is  still  more  needed 
because,  as  he  asserts,  the  Germans  get  a  subsidy  on  steel  exported  and  are  doing 
all  they  can  to  push  their  export  business. 

Regarding  the  tariff  on  tin  plate  there  seems  to  be  no  difference  of  opinion  among 
the  witnesses.  Mr.  Graham  testifies  that  there  would  have  been  no  tin  plate  indus- 
try had  it  not  been  for  the  tariff.'  Mr.  Reid*  says  also  that  the  industry  was  created 
by  the  tariff,  and  that  while  the  tariff  at  present  gives  efficient  protection,  the  removal 
of  the  duty  would  destroy  the  industry.  He  believes,  however,  that  at  the  time  he 
testified  the  price  of  tin  plate  might  go  50  cents  a  box  higher  before  it  would  meet 
with  effective  competition  from  abroad.  Mr.  Taylor,  an  independent  dipper  of  tin 
plates,  is  inclined  to  the  same  opinion,^  while  Mr.  Griffiths,  perhaps  the  most  active 
opponent  of  the  combination,^  testifies  that  the  tariff  is  in  no  sense  the  father  of  the 
combination  further  than  that  the  entire  industry  was  created  by  the  tariff.  He  also 
does  not  believe  that  the  industry  at  the  present  time  could  exist  without  it,  and  thinks 
that  certainly  few,  if  any,  would  be  bold  enough  to  attempt  to  carry  on  the  business 
without  it. 

FREIGHT  DISCRIMINATIONS. 

One  of  the  chief  causes,  in  the  opinion  of  some  of  the  witnesses,  of  industrial  com- 
binations, and  at  any  rate  one  of  the  greatest  evils  in  connection  with  them,  is  the 
discriminations  which  it  is  claimed  they  have  received  in  the  freight  rates  given  by 
the  railroads.  In  other  investigations  carried  on  by  the  Industrial  Commission, 
especially  that  on  transportation,  it  has  been  quite  generally  conceded  by  railroad 
men  and  shippers  that  even  up  to  the  present  time  discriminating  rates  are  made  in 
favor  of  lai^e  shippers. 

So  far  as  this  especial  investigation  is  concerned,  discriminations  have  been  emphat- 
ically denied  by  the  manufacturers  of  sugar,  both  Mr.  Havemeyer,  of  the  American 
Sugar  Refining  Company,  and  one  of  his  opponents.'  Apparently  all  of  these  refin- 
eries receive  the  advantage  of  free  storage  of  sugar  in  the  railroad  warehouses  at  the 
distributing  points,  but  there  seems  to  be  no  discrimination  in  this  regard.     Sugar 
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freights  out  of  New  York  are  divided  among  the  different  railroodB  in  a  certain  propor- 
tion which  has  been  a^in^eed  upon.' 

In  the  case  of  iron,  steel,  and  tin-plate  shipments,  while  discriminationa  were  not 
acknowledged,  there  was  hesitation  on  the  part  of  the  officers  of  two  of  the  com- 
panies, at  any  rate,  in  denying  directly  that  favors  were  received.'  Outaders  knew 
of  no  discriminations.' 

On  the  other  hand,  charges  of  the  most  emphatic  and  unequivocal  nature  were  made 
by  the  opponents  of  the  Standard  Oil  Company  with  reference  to  freight  discrimina- 
tions received  by  it. 

1.    BKFORB  THE   INTERSTATB-COMMKBCB   LAW. 

It  was  chaiged  by  most  of  the  leading  opponents  of  the  Standard  Oil  Company* 
that  the  chief  reason  for  the  rapid  growth  of  the  Standard,  and  its  apparent  great 
BQccesB  in  underselling  rivals  and  winning  markets,  was  the  special  advantages  that 
it  had  received  from  the  railroads.  It  was  claimed  that  the  company  not  merely 
received  discriminating  rates  on  its  own  shipments,  but  that  it  was  frequently  paid 
rebates  on  the  shipments  of  its  competitors.  It  was  conceded  by  representatives  of 
the  Standard  Oil  Company^  that  before  the  passage  of  the  interstate-conunerce  act/ 
special  freight  rates  and  rebates  were  frequently  received.  / 

It  was  asserted,  however,  that  this  was  the  usual  custom  on  the  part  of  all  rail- 
roads with  all  large  shippers,  and  that  competitors  of  the  Standard  had  received  sim- 
ilar favors.  Cases  were  referred  to  in  which  Mr.  Geoige  Rice,  an  independent  refiner, 
had  received  special  rates,  and  it  was  asserted  by  Mr.  Page  that  in  one  case  at  least 
Scofield,  Shurmer,  and  Teagle  had  received  a  lower  rate  than  the  Standard  Oil 
Company  was  able  to  secure.  Mr.  Rockefeller  further  asserted  that  the  profits  of 
the  Standard  Oil  Company  had  not  been  accumulated  from  this  source,  but  that 
whatever  advantage  it  had  received  in  this  way  had  been  given  to  the  consumer  in 
the  way  of  lower  prices. • 

Mr.  Page  asserted  that  in  no  case  within  his  knowledge  had  the  Standard  Oil  Com- 
pany received  payments  on  oil  shipped  by  its  opponents.  He  admits,  however,  that  his 
experience  as  to  the  period  before  the  interstate-commerce  act  is  not  extensive.  Mr. 
Rockefeller  made  the  same  assertion,  stating  that  the  only  exception  was  in  one  case, 
where  a  small  smn  was  received  during  a  short  time  on  shipments  by  Mr.  Rice,  though 
after  complaints  had  been  made  all  of  the  money  so  received  was  refunded  before 
any  action  was  brought  in  the  courts.  A  like  explanation  of  this  case  was  made  by 
Mr.  Archbold.^ 

II.    AFTER  THE  PASSAGE  OF  THE  INTEROTATE-COMMERCS  LAW. 

Much  greater  differences  of  opinion  exist  with  reference  to  the  condition  of  affairs 
abce  the  passage  of  the  interstate-commerce  act.  It  has  been  charged  as  a  matter 
of  general  belief  on  the  part  of  almost  all  of  the  opponents  of  the  Standard  Oil 
Company  that  these  discriminations  in  various  forms  have  been  continually  received, 
even  up  to  date.  On  the  other  hand,  these  charges  have  been  denied  in  toto  and 
most  emphatically  by  every  representative  of  the  Standard  Oil  Company  with 
reference  to  all  cases  excepting  one,  which  they  claim  was  a  mistake,  the  amount  of 
height  due  being  promptly  paid  on  discovery  of  the  error.  The  Standard  Oil  Com- 
pany not  merely  challenged  the  opponents  to  bring  forth  proof  of  any  case,  but 
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produced  many  letters  from  leading  officials  of  railroads  to  show  that  the  oompany 
had  in  no  case  received  any  favors  or  asked  for  them.* 

1.  Chmniimorui, — Certain  opponents  of  the  company  claimed  that  the  Standard 
Oil  Company  received  commissions  for  shipping  freight  over  ndhnoada,  which  com- 
missions amounted  to  rebates.  This  chaige  is  emphatically  denied  by  the  Standard 
Oil  Company  and  no  positive  proof  on  the  subject  has  been  offered.' 

2.  LubriccUing  oil. — Several  of  the  witneeses  have  asserted  that  they  found  it 
practically  impossible  to  sell  lubricating  oil  to  the  railroads,  and  that  they  believe 
the  railroads  purchase  their  lubricating  oil  from  the  Standard  Oil  Company  at  high 
rates,  and  in  that  way  give  to  the  Standard  Oil  Company  what  is  equivalent  to  a 
rebate  in  freight'  This  was  denied  emphatically  by  the  vice-president  of  the  Stand- 
ard Oil  Company  of  New  York;^  and  Mr.  Page,  vice-president  and  manager  of  the 
Union  Tank  Line,  who  has  chaige  of  the  chief  shipments  of  the  Standard  Oil  Com- 
pany, explained  in  detail  the  selling  of  lubricating  oil  to  the  railroads  by  the  Standard 
Oil  Company,  asserting  that  in  every  case  it  guaranteed  to  the  railroads  as  low  a  cost 
per  train  mile  aa  could  be  or  would  be  furnished  by  any  of  its  opponents.^ 

3.  LogaUf  Emery  &  Weaver  case. — In  one  case  brought  by  the  firm  of  Logan, 
Emery  <&  Weaver  against  the  Pennsylvania  Railroad,  although  Mr.  Lee  and  Mr. 
Emery  differ  somewhat  in  their  statements  of  details,evidence  appears  to  have  been 
given  by  accountants  of  the  railroad  showing  that  rebates  had  been  paid  to  the  Bear 
Creek  Oil  Refining  Company  for  at  least  several  months  after  the  passage  of  the  inter- 
state-commerce act.  These  rebates  were  at  the  rate  of  from  3  or  8  to  20  cents  per 
barrel,  and  amounted  altogether  to  about  $24,000.  The  suit  was  never  finally 
decided  by  the  court,  but  the  railroad  compromised  by  paying  the  plaintiffs  $30,000 
or  $35,000.'  Mr.  Archbold  testifies  that  in  this  case  ''the  Standard  Oil  Company 
was  in  no  way  involved,''  and  the  opponents  do  not  make  that  chaige  in  this  case. 

4.  Shipmenls  in  tank  cars. — It  has  been  charged  that  the  Standard  Oil  Company 
receives  advantages  from  the  railroads,  equivalent  to  rebates,  through  special  privi- 
leges given  to  shippers  in  tank  cars  over  shippers  in  barrels.^ 

It  is  true  that  for  a  year  or  two  after  the  passage  of  the  interstate-commerce  act, 
up  to  1888,  lower  rates  were  made  per  hundredweight  on  oil  shipped  in  tank  cars 
than  on  that  in  barrels.  The  Interstate  Commerce  Commission  made  a  ruling 
against  the  practice  in  1888,  and  there  is  no  evidence  to  show  that  it  has  since  con- 
tinued. This  first  decision  did  not  forbid  charging  for  the  weight  of  barrels  them- 
selves, but  a  later  ruling,  made  in  1891,  held  that  the  weight  of  barrels,  like  that  of 
tank  cars,  should  be  disregarded.  From  this  ruling,  and  from  the  award  of  damages 
later  made  on  the  basis  of  it,  an  appeal  was  taken  to  the  courts,  and  the  question  has 
not  yet  been  finally  settled.  Whatever  the  outcome  of  the  case  may  be,  there  can 
be  no  claim  that  the  Standard  Oil  Company  received  special  discriminating  rates  in 
this  particular,  as  the  same  rates  were  offered  to  all  shippers  by  tank  cars. 

It  is,  of  course,  true  that  the  Standard  Oil  Company  shipped  far  more  by  tanks  than 
did  any  other  shipper^  but  it  is  likewise  true  that  the  Standard  Oil  Company  shipped 
also  more  by  barrels  than  any  other  shipper,  and  Mr.  Page  intimates  that  the  largest 
part  of  its  shipments,  if  one  takes  into  account  the  final  distribution  of  the  oil  to  the 
consumer,  is  by  barrels.  Whatever  the  truth  may  be  with  regard  to  the  advantages 
derived  by  the  Standard  Oil  Company  through  this  method  of  shipping,  it  can  hardly 
be  charged  that  the  company  was  receiving  any  discriminating  rates  that  were  illegal, 
inasmuch  as  all  shippers  were  treated  alike,  including  even  Mr.  Rice  hinxself,  who 
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makes  the  meet  anphatic  chaige.  Moreover,  the  witoeaBeB  of  the  Staodard  aigne 
with  oonaderable  foroe  that  payment  of  freight  on  the  weight  of  the  barrek  is  no 
more  than  jnst^ 

5.  Changes  m  rates. — It  was  chai^ged  farther  by  Mr.  Rice '  that  the  railroads,  particu- 
larly in  through  shipmentB  from  Chicago  to  Oalifomia,  have  at  times  made  changes 
in  their  schedule  rates  after  giving  notice  to  the  Standard  Oil  Company,  and  indeed  by 
the  instigation  of  that  company,  thos  enabling  the  Standard  to  stock  up  while  the 
freight  rates  were  low,  and  in  that  way  avoid  the  payment  of  the  higher  rates  which 
its  opponenta,  not  knowing  of  the  intended  change,  were  compelled  to  pay.  Mr. 
Bioe  submitted  a  series  of  letters  and  telegnme  between  offioen  of  the  milraads  mod 
the  Standard  Oil  Company,  dated  daring  1888,  which  confirms  this  staleBieBLt  Mr. 
Page,'  in  replying  to  Mr.  Rice,  denies  any  knowledge  of  the  case  dted,  but  makes 
the  assertion  that  since  1891,  at  any  rate,  the  freight  rates  to  the  Pacific  coast  have 
remained  absolutely  unchanged,  so  that  this  custom  has  not  existed  since  that  year. 

6.  UnderbiUmg. — Several  of  the  witnesses  were  of  the  opinion  that  underbilling  of 
Btandard  Oil  Company  shipments  was  a  frequent  practice,  the  tank  cars  being  often,  or 
in  the  case  of  some  roads,  uniformly  billed  at  the  minimum  weight  of  24,000  pounds, 
instead  of  the  actual  weight  depending  upon  the  capacity  of  the  car,  which  in  many 
cases  would  amount  to  more  than  40,000  pounds.  Mr.  Westgate  claimed  that  he  had 
seen  3  freight  receipts  for  shipments  of  tanks  from  Olean,  N.  Y.,  at  the  24,000-pound 
rate,  when  the  true  charge  would  have  been  on  from  44,000  to  46,000  pounds  for  each 
tank.  He  was,  however,  unable  to  produce  the  freight  receipts  themselves,  so  that  the 
numbers  could  be  secured  and  the  investigation  made  directly.  Mr.  Archbold  denied 
these  statements  and  produced  affidavits  from  the  general  freight  agents  of  the  two 
railroads  reaching  Olean  that  shipments  had  not  been  underbilled  for  the  Standard 
(Hi  Company  from  Olean,  but  that  the  company  had  invariably  paid  full  rates  as 
determined  by  the  Tank  Gauge  Handbook.^ 

It  was  charged  by  Mr.  Rice  ^  that  shipments  of  naphtha  had  been  made  from  Bos- 
ton to  Newport  over  the  New  York,  New  Haven  and  Hartford  Railroad,  during  the 
year  1897,  when  the  tank  cars  had  been  billed  at  24,000  pounds  instead  of  at  their 
proper  weight.  The  statement  was  further  made  that  the  facts  as  asserted  had  been 
proved  before  the  Interstate  Commerce  Commission.  Mr.  Page  went  into  this  case 
in  detail.  In  the  testimony  taken  before  the  Interstate  Commerce  Commission  it  was 
proved  that  out  of  16  cars  shipped  7  had  been  underbilled.  The  statement  was 
npbeld  by  the  testimony  of  railroad  officials  themselves  that  the  underbilling  was  not 
at  the  instance  of  the  Standard  Oil  Company,  but  was  made  by  mistake  of  the  railroad 
agents,  the  proper  charge  being  afterwards  made  and  promptly  paid  by  the  Standard 
OQ  Company.  One  case  of  an  overcharge  in  rate  was  also  shown,  which  overcharge 
had  to  be  refunded  to  the  Standard. 

The  evidence  seems  to  be  to  the  effect  that  on  none  of  these  roads  was  any  advan- 
tage granted  to  the  Standard  Oil  Company  in  the  way  of  underbilling  on  interstate 
shipments,  except  by  the  errors  described.  Witnesses,  however,  either  admitted  or 
refused  to  deny  specifically  that  the  Standard  Oil  Company  sometimes,  perhaps  reg- 
ularly, have  cars  billed  at  24,000  pounds  over  the  Boston  and  Albany  road  when  the 
shipments  are  entirely  within  the  State  of  Massachusetts.* 

7.  JXscTtminaUons  in  Ocmada. — It  seems  to  have  been  established  by  the  testimony 
of  Mr.  Gain  that  in  Canada  special  local  discriminations  between  Canadian  and  Amer- 
ican oil  over  the  same  routes  have  been  made  within  the  last  year  or  two.  Mr.  Gall 
daims  that  this  is  in  favor  of  the  Standard  Oil  Company,  inasmuch  as  that  company 
has  bought  up  the  Canadian  refineries  and  thus  gets  an  advantage  from  supplying  the 
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Canadian  market  with  Canadian  oil  instead  of  American  oil.  Mr.  Archbold^  and 
Mr.  Page'  did  not  deny  that  these  discriminating  rates  were  made,  nor  did  they  make 
clear  the  "extent  of  the  control  which  the  Standard  Oil  Company  has  of  the  refining 
interests  in  Canada,  nor  the  relation  of  the  Standard  Oil  Company  to  the  railroads. 
These  conspicuous  local  discriminations  have  been  ordered  discontinued  by  the  Cana- 
dian government.  It  is  shown  also  by  several  witnesses  that  the  freight  rates  on  oil 
exported  from  the  United  States  into  Canada  have  been  very  decidedly  increased 
within  the  last  year.'  Mr.  Gall  claims  that  this  is  in  the  interest  of  the  Standard  Oil 
Company  for  the  reasons  before  given. 

Mr.  Page,^  in  reply,  claims  that  the  Standard  Oil  Company  has  paid  these  advanced 
rates,  and  that  it  is  by  all  odds  the  largest  shipper  into  Canada,  and,  furthermore, 
that  the  shipments  of  the  Standard  Oil  Company  into  Canada  have  increased  since 
the  increased  freight  rates  went  into  effect.  The  witnesses  on  this  point  do  not  seem 
exactly  to  have  joined  issue,  and  the  advantage  or  disadvantage  which  the  Standard 
Oil  Company  receives  in  these  freight  rates  is  not  clearly  brought  out. 

8.  Agreements  between  pipe  lines  and  railroads. — ^The  opponents  of  the  Standard 
Oil  Company  claim  further  that,  owing  to  agreements  which  exist  between  the  rail- 
roads and  the  pipe  lines  in  which  the  Standard  Oil  Company  has  controlling  inter- 
est, the  Standard  Oil  Company  is  benefited.  By  such  agreements  freight  rates  are 
kept  fully  as  high  as  pipe-line  chaiges,  and  the  latter,  it  is  claimed  by  opponents  of 
the  Standard,  are  several  times  greater  than  the  actual  cost  of  transportation  in  pipe 
lines.  The  Standard  thus  gains  an  advantage  on  its  own  oil  transported  through 
pipe  lines.* 

Th,e  agreement  regarding  which  most  was  said  was  furnished  in  detail  by  Mr. 
Archbold,  and  will  be  found  on  page  663,  in  connection  with  Mr.  Emery's  testimony. 

9.  Location  of  refineries. — ^There  can  be  no  question  from  the  testimony,  but  that 
the  Standard  Oil  Company  in  certain  sections  of  the  country,  particularly  in  New^ 
England,  receives  decided  advantages  from  the  location  of  its  refineries  in  or  near 
those  sections.  The  more  distant  location  of  independent  refiners  places  them  at  a 
disadvantage,  while  in  certain  cases  at  least  the  railroads  refuse  to  give  the  shippers 
into  that  territory  through  rates  on  petroleum,  such  as  are  granted  on  almost  every 
other  kind  of  freight,  but  compel  shippers  of  petroleum  to  pay  the  arbitrary  local 
rates. 

For  example,  shippers  of  goods  from  Titusville,  Pa.,  to  points  in  Vermont,  Rhode 
Island,  Connecticut,  and  other  New  England  States,  on  most  articles  pay  Boston 
rates;  on  petroleum  the  rate  is  arbitrary,  a  local  rate  being  added  to  the  through  rate. 
In  consequence  refiners  of  petroleum  in  Titusville  and  Bradford,  Pa.,  and  other 
places,  find  it  impossible  to  ship  oil  to  such  points  as  they  think  they  could  easily 
reach,  provided  Boston  rates  obtained.  The  Standard  Oil  Company,  on  the  other 
hand,  by  shipping  its  oil  into  this  territory  from  its  refineries  on  the  seaboard,  either 
directly  by  rail  or  by  tank  steamers  and  rail,  pays  lower  rates  and  in  this  way  is 
enabled  to  control  the  oil  market  in  that  whole  territory. 

A  somewhat  similar  condition  of  affairs  seems  to  exist  as  regards  the  freight  rates 
on  Standard  Oil  shipments  from  its  large  refinery  at  Whiting,  near  Chicago,  to  south- 
em  and  western  points,  as  compared  with  rates  from  Cleveland  and  other  points  some- 
what farther  east.  It  is  not  claimed  by  anyone  that  the  railroads  in  making  these 
rates  are  doing  anything  illegal,  or  that  the  Standard  Oil  Company  is  receiving  any 
illegal  advantage.  It  pays  exactly  the  same  rates  as  its  competitors  pay  when  they 
make  shipments  in  the  same  way;  its  only  advantage  comes  from  the  fact  that,  con- 
sidering the  way  the  tariffs  are  made  up,  its  refineries  are  more  favorably  situated. 
When  one  considers  the  way  in  which  the  railroads  make  up  their  freight  schedules, 
naturally  the  opponents  of  the  Standard  Oil  Company  think  they  are  arranged  with 
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spedai  reference  to  the  Standard  Oil  Company's  interestB.  The  Standard  Oil  Ck>m- 
puiy  certainly  gains  from  this  costom  of  the  railroad  companies,  in  refusing  to  give 
throDgh  rates.' 

10.  It  is  chaiged  that  railroads  again  favor  the  Standard  Oil  Company  by  roles 
regarding  the  stoppage  of  tank  cars  at  certain  places  for  the  distribation  of  their 
contents  without  payment  of  local  rates,  by  the  special  rates  that  are  charged  upon 
taaka  filled  with  oil  which  are  intended  as  permanent  stations,  and  other  similar 
ammgements.  These  charges  are  made  especially  by  Mr.  Rice,*  and  are  replied  to 
in  part  by  Mr.  Page.' 

EFFECTS  OF  COMBINATIONS  ON  LABOR. 

1.  EmpLoymerd. — Several  of  the  witnesses  who  have  appeared  before  the  Commis- 
flion  flay  that  one  effect  of  the  combinations  is  to  lessen  the  cost  of  production  by  les- 
sening the  number  of  laborers  needed  in  certain  departments. 

The  witness  who  was  most  insistent  upon  this  view,  Mr.  Dowe,  president  of  the 
Commercial  Travelers'  National  League,  estimated  that  large  numbers  of  commercial 
travelers  were  out  of  work,  owing  to  the  new  methods  of  business  adopted  by  the 
combinations,  and  that  many  more  had  had  their  wages  decidedly  lessened.  The 
lade  of  competition  brought  about  by  the  combinations  had  made  it,  in  his  judg- 
ment, possible  to  employ  a  less  skilled  class  of  commercial  travelers  than  was  required 
onder  the  former  competitive  system,  as  well  as  greatly  to  diminish  the  number. 
He  believes  common  workmen  are  also  displaced  by  combination. 

Other  witnesses,  heads  of  industrial  combinations,  agreed  with  Mr.  Dowe  in  part. 
Mr.  Bradley,  one  of  the  directors  of  the  Distilling  Company  of  America,  thought 
there  was  a  decided  lessening  in'  the  number  of  salesmen;  his  combination  will  be 
able  to  dispense  with  about  300  altogether.*  Others^Hke  Mr.  Clarke,*  were  of  the 
opinion  that  few  employees  had  been  dischai^ged  as  a  c<ni8e<{7k^ce  of  the  combination; 
and  that  in  all  probability  had  the  combination  not  been  fSr^e^n  equal  nimiber,  or 
perhaps  more,  would  have  been  dischaiiged  on  account  of  tK^ailures  that  certainly 
would  have  resulted  from  the  competitive  system.  In  the  whisky  business,  however, 
both  Mr.  Clarke  and  Mr.  Rice '  testified  that  common  labor  is,  refttjvely  speaking, 
an  unimportant  &u^or.  j 

Mr.  Gates,  of  the  American  Steel  and  Wire  Company,  testified  that  it  had  dis- 
pensed with  the  services  of  all  but  15  or  20  out  of  200  or  300  traveling  men,-  as  well 
as  with  those  of  about  50  per  cent  of  its  high-priced  men — superintendents,  offi- 
cers, etc.' 

While  Mr.  Lee  was  inclined  to  believe  that  the  closing  of  refineries  by  the  Standard 
Oil  Company  has  worked,  on  the  whole,  against  the  interest  of  the  workingman,^  he 
nevertheless  agreed  with  practically  all  the  other  witnesses  who  gave  evidence  on 
the  point  that  the  Standard  Oil  Company  pays  good  wages  and  gives  steady  employ- 
ment to  itfi  men.  Mr.  Archbold,  of  the  Standard  Oil  Company,  said  that  he  was  a 
believer  in  combinations  of  labor,  as  he  was  in  combinations  of  capital,  and  thought 
that  the  interests  of  the  two  were  not  opposed.* 

In  the  sugar  combination  not  many  men,  though  possibly  a  few,  have  been  thrown 
oat  by  the  absorption  of  competing  refineries,  and  those  remaining  have  received,  on 
the  whole,  probably  better  wages  than  before.** 

The  ofiQcers  of  several  of  the  large  combinations,  particularly  those  in  the  iron  and 
^eel  industries,  testified  that  there  had  been  no  lessening,  but  rather,  owing  to  the 

great  demand  for  the  product,  with  the  consequent  enlarged  output,  a  decided  increase 
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of  the  number  of  laborers  employed  in  the  ordinary  branches  of  the  bosineeB.  On 
the  other  hand,  the  services  of  presidents,  superintendents,  and  other  high  officials  of 
the  individual  plants  had  been  dispensed  with  when  the  combination  was  formed. 
Judge  Gary,  president  of  the  Federal  Steel  Company/  testified  to  this  saving,  as  did 
also  Chairman  Gates,  of  the  American  Steel  and  Wire  Company,'  President  Guthrie, 
of  the  American  Steel  Hoop  Company,'  and  others. 

2.  Wages, — On  the  other  hand,  these  men  state  that  in  the  steel  manufacture  and  its 
allied  industries  there  has  been  a  very  decided  increase,  both  in  the  number  of  men 
employed  and  in  the  rates  of  wages,  since  the  formation  of  these  corporations.  For 
example,  the  Tin  Plate  Company  has  advanced  the  wages  of  its  employees  from  15 
or  20  per  cent  upward,  some  few  of  the  men  receiving  advances  as  high  as  50  per 
oent.^  Mr.  Reid  furnished  details  of  wages  for  some  years  tending  to  confirm  his 
statements.  In  the  National  Steel  Company  wages  have  advanced  from  15  to  20  per 
cent,^  while  the  American  Steel  and  Wire  Company  has  advanced  wages,  on  the 
average,  perhaps  40  per  cent,  and  is  employing  from  30  to  40  per  cent  more  labor. 

In  the  Federal  Steel  Company  also  there  has  been  an  average  increase  of  some  11  per 
cent,  common  labor  being  advanced  about  16  per  cent,  while  high  officers  and  clerks 
at  headquarters  have  had  their  pay  lessened  more  than  6  per  cent.  President  Gary 
furnished  a  table  showing  advances  in  wages  in  the  different  classes  of  employment,  as 
well  as  the  increased  number  employed . '  The  American  Steel  Hoop  Company  had  also 
advanced  wages  from  15  to  25  per  cent.^  It  should  be  remembered,  in  connection 
with  all  of  these  steel  companies,  that  there  has  been  a  very  decided  improvement  in 
business  during  the  last  year  or  two,  and  prices  as  well  as  wages  have  therefore  gone 
up  enormously.  Part  of  the  increase  in  certain  cases  is  in  fact  to  be  explained  by 
the  operation  of  the  sliding-scale  system,  although  the  base  prices  of  the  scales  have 
also  been  advanced. 

Mr.  Griffiths,  while  recognizing  that  there  has  been  an  advance  of  wages  by  the 
American  Tin  Plate  Company,  testified  that  the  feeling  among  the  laborers  was  not 
at  all  in  favor  of  the  combination.  While  the  worklngmen  knew  that  there  had  been 
some  increase  in  their  wages,  they  felt  that  on  the  whole  they  were  more  within  the 
power  of  their  employers  than  before.  Some  of  the  plants  were  closed  down,  for  a  time 
at  least,  early  in  the  winter  1899-1900,  and  the  men  believed  that  the  formation  of 
the  combination  would  help  the  employers  in  an  attempt  to  lower  wages  in  1900.  He 
based  these  statements  lai^ly  on  a  letter  from  one  of  the  workingmen  employed  by 
the  American  Tin  Plate  Company.®  Mr.  Greer,  the  district  superintendent  of  the 
American  Tin  Plate  Company  for  the  New  Castle  district,  explained  the  reasons  for 
the  closing  of  the  plants  temporarily,  and  denied  generally  the  statements  of  Mr. 
Griffiths.* 

The  opinion  was  general  that  when  plants  were  closed  in  any  industry  there  might 
and  probably  would  be  at  least  a  temporary  displacement  of  labor,  though  in  many 
cases  men  would  be  simply  transferred  to  other  establishments. 

In  the  case  of  the  International  Silver  Company,  the  workingmen  have  also  received 
an  advance  in  wages  since  the  combination  of  from  5  to  10  per  cent. ;  there  are  no 
unions  among  the  men  employed  in  its  establishments  and  the  employees  are  dealt 
with  individually.  Many  of  the  laborers  are  fairly  well  off,  being  permanent  resi- 
dents of  the  place  where  the  works  are  established  and  owning  their  own  homes.*® 

3.  Labor  organizatioTis. — Nearly  all  of  the  combinations  whose  representatives 
appeared  before  the  Commission  manifest  no  hostility  to  labor  oi^ganizations,  but 
are  on  the  whole  inclined  to  favor  them.  As  has  been  said,  the  Standard  Oil  Com- 
pany believes  in  trade  unions.    The  National  Steel  Company,  the  American  Steel 
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Hoop  GompaDy,  the  American  Tin  Plate  Gompany,  and  the  Federal  Steel  Com- 
piny  all  employ  muon  labor  laigely,  althoo^  not  exclnsiYely.  They  deal  rega- 
hriy  with  the  Amalgamated  Association  of  Iron,  Steel,  and  Tin  Workers,  and  pay 
M  a  rale  to  the  nonmiion  men  wages  that  are  sabstantiaUy  baaed  upon  the  Amalga- 
mated scale.  * 

Cfaaimum  Gates,  of  the  American  Steel  and  Wire  Company,  asserted  that  his  com- 
pany did  not  recognize  miion  labor  as  such,  although  it  employs  large  numbers  of 
men  belonging  to  the  Amalgamated  Association.  The  various  employers  meet  with 
committees  of  the  men  to  agree  upon  rates  of  wages,  but  do  not  deal  with  the  unions 
as  such.  In  all  of  their  establishments  they  expect  to  pay  good  rates;  those  which 
prevail  in  the  locality  for  those  grades  of  labor.' 

Some  of  the  witnesses  were  of  opinion  that  in  case  of  a  conflict  between  employers 
and  employees  the  laif^  organization  would  have  a  decided  advantage  by  virtue  of 
itB  great  wealth,  perhaps  chiefly  from  the  fact  that  having  a  number  of  establish- 
ments in  different  sections  of  the  country  it  would  be  possible  to  close  two  or  three 
without  materially  affecting  the  prosperity  of  the  organization.* 

The  great  combination  might  also,  if  it  controlled  practically  all  of  the  eetablish- 
mmfa  in  the  country,  carry  out  an  effectual  boycott  against  individual  employees  who 
had  opposed  its  policy/ 

In  some  of  the  testimony  that  has  been  given  before  the  Industrial  Commission 
in  other  lines  of  investigation,  leaders  of  labor  organizations  have  testified  that  they 
do  not  fear  the  industrial  combinations  on  the  ground  that  has  been  mentioned,  but 
that  they  believe  that  the  unions  are  able  to  hold  their  own  as  ^effectually  against  the 
combinations  as  they  could  against  the  individual  employers.  They  are  further  of 
the  opinion  that  if  the  combinations  are  able,  by  virtue  of  their  savings,  to  increase 
the  profits  of  the  industry,  the  laborers  can  perhaps,  by  pressure,  maintain  or  increase 
their  wages  quite  as  readily  as  before  the  combinations  were  made.  On  this  subject 
more  testimony  is  expected. 

8triie». — ^The  testimony  is  practically  universal  that  the  combinations  have  had 
little  or  no  trouble  in  the  way  of  strikes,'  although  Mr.  Griffiths  testifies  as  regards  the 
tin-plate  workers  that  they  have  been  dissatisfied,'  and  that  there  has  been  some 
tendency  at  least  toward  strikes. 

SOCIAL  EFFECTS  OF  COMBINATIONS. 

The  opponents  of  the  large  industrial  combinations  believe  that  one  of  the  most 
injniious  effects  to  the  country  from  such  organizations  is  that  people  are  deprived 
thereby  of  the  opportunities  for  independent  management  of  business  enterprises, 
and  that  in  consequence  the  mental  and  moral  fiber  of  the  community  is  weakened.'' 
Even  witnesses  who  assert  that  combinations  in  certain  lines  of  industry  are  on  the 
whole  advantageoTis  and  desirable  speak  with  not  a  little  feeling  on  this  evil  effect 
of  them.* 

Witnesses  on  the  other  side,  however,  believe  that  under  the  combinations  there 
is  every  opportunity  for  individual  initiative  and  independent  activity  that  could 
be  found  outside  the  combinations,  while  the  benefits  in  the  way  of  greater  financial 
profits,  greater  stability  of  business  conditions,  and  potential  lowering  of  prices 
would,  at  any  rate  in  the  long  run,  more  than  compensate  for  any  possible  disadvan- 
tage that  might  arise.  Attention  is  called  to  the  fact  that  when  the  combinations  are 
efiected,  men  well  advanced  in  years,  who  would  perhaps  find  it  difficult  to  withdraw 
from  business  under  other  circimistances,  seize  the  opportunity  to  withdraw  from 
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active  managemant  of  a&irs,  while  younger  men  of  greater  energy,  who  are  glad  to 
take  up  the  burden,  are  put  in  their  stead.  The  fact  that  the  combination  is  man- 
aged by  a  board  of  directors  mostly  made  up  of  men  themselves  actively  engaged  in 
the  business,  while  the  superintendents  in  charge  of  the  separate  plants,  often  their 
former  owners,  have  large  discretionary  powers  and  responsibility,  seems  to  these 
witnesses  to  show  that  there  is  no  lack  of  incentive  to  individual  activity  or  possi- 
bility of  weakened  individual  judgment.^ 

The  power  which  such  combinations  exert  over  persons  whom  they  supply  with 
goods  or  who  are  in  any  way  dependent  upon  them  brings  out  in  a  somewhat  start- 
ling light  this  social  effect.  As  laborers  have,  it  is  said,  often  been  coerced  by 
employers  upon  whom  they  were  dependent,  so  some  persons  feared  to  give  evidence 
or  to  let  it  be  publicly  known  that  they  objected  to  the  methods  of  business  of  some 
of  the  trusts,  lest  they  be  driven  out  of  business  by  them.' 

SUMMARY  OF  ADVANTAGES  AND  EVILS. 

I.   ADVANTAGES. 

Those  who  advocate  the  formation  of  large  industrial  combinations  claim  that  they 
possess  over  the  system  of  production  on  a  smaller  scale  by  competing  plants  the  fol- 
lowing advantages: 

1.  QmcentrcUion. — By  closing  individual  plants  less  favorably  located  or  leas  well 
equipped  and  concentrating  production  into  the  best  plants  most  favorably  located  a 
great  saving  can  be  effected,  both  in  the  amount  of  capital  necessary  for  the  production 
of  a  given  product  and  the  amount  of  labor  required.' 

Another  advantage  of  the  concentration  of  industry  is  that  the  plants  which  are 
kept  employed  can  be  run  at  their  full  capacity  instead  of  at  part  capacity,  and  can 
largely  be  run  continuously  instead  of  intermittently,  so  far  as  the  combination  hap- 
pens to  control  the  larger  part  of  the  entire  output — a  material  source  of  saving  in 
certain  lines  of  industry.^  A  still  further  advantage  of  this  concentration  comes  in 
the  selling  of  the  product,  from  the  fact  that  customers,  being  always  sure  of  ready 
supply  whenever  it  is  wanted,  more  willingly  buy  from  the  large  producer,  and  that 
there  is  less  loss  from  bad  debts^.  This  readiness  to  buy  from  trusts,  however,  is 
denied,  some  witnesses  holding  that  dealers  prefer  to  buy  from  independent  pro- 
ducers." 

In  certain  lines  of  industry  much  greater  economy  can  be  practiced,  especially  in 
the  way  of  using  by-products  to  better  advantage  in  a  large  establishment  than  in  a 
small  one.  Much  difference  of  opinion  exists  among  witnesses  in  most  lines  of  industry 
as  to  the  size  of  plant  that  can  secure  the  most  economical  division  of  labor  and  use 
of  by-products,  without  making  adequate  supervision  too  difficult.^ 

2.  Freighls. — Where  the  product  is  bulky,  so  that  the  freight  forms  an  essential  ele- 
ment of  the  cost,  much  can  be  saved  by  an  organization  which  has  plants  established 
at  favorable  locations  in  different  sections  of  the  country  so  that  purchasers  can  be 
supplied  from  nearest  plants,  thus  saving  the  cross  freights,  which,  of  course,  must 
be  paid  where  customers  are  supplied  from  single  competing  plants.^ 

3.  Patents  and  brands, — ^Where  different  establishments,  selling  separate  brands, 
are  brought  together  into  one  combination,  the  use  of  each  brand   being  made 
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common  to  all,  a  great  saving  is  often  effected,  sinoe  the  most  sucoeeBful  can  be  more 
efficiently  exploited. 

The  control  also  of  sabstantially  all  patents  in  one  line  of  industry  sometimes 
enables  the  combination  to  secure  a  monopoly  which  it  could  not  otherwise  secure.* 

4.  fSngU  managemefU. — ^The  great  completeness  and  simplicity  of  the  ojieration  of  a 
eingle  great  corporation  or  trust  is  also  a  source  of  saving.  Where  each  of  the  different 
establishments  which  are  united  had  before  a  president,  a  complete  set  of  officers,  and  a 
separate  office  force,  the  combined  establishment  need  have  but  its  one  set  of  chief 
officers,  and  subordinates  at  lesser  salaries  may  take  the  places  of  the  heads  of  separate 
establishments.  In  this  way  a  material  saving  is  often  made  in  the  salaries  of  the 
higher  officials;  while  a  considerable  reduction  of  the  total  office  force  is  also  possible. 
It  is  likewise  true  that  this  same  form  of  oiganixation  enables  one  set  of  traveling 
salesmen  to  sell  all  of  the  brands  or  all  classes  of  goods  for  the  separate  establish- 
ments, and  in  that  way  much  labor  is  saved.  This  is  considered  a  great  saving  from 
the  standpoint  of  the  producer  and  consumer,  but  is  likewise  naturally  considered  an 
evil  from  the  point  of  view  of  those  who  are  thus  thrown  out  of  work.' 

The  more  complete  organizations  also  will  distribute  the  work  among  the  different 
plants  in  such  a  way  that  to  each  is  given  the  particular  kind  of  product  for  which  it 
IB  specially  adapted,  and  in  many  cases  changes  in  machinery  and  changes  of  work- 
men from  one  kind  of  product  to  another  &re  avoided,  a  source  often  of  great  saving.' 

5.  SkiiUd  managemetU. — ^The  bringing  into  cooperation  of  leading  men  from  the 
separate  establishments,  each  having  different  elements  of  skill  and  experience, 
makes  it  possible  to  apply  to  the  business  the  aggregate  ability  of  all,  a  factor 
in  many  instances  doubtless  of  great  advantage.^  To  some  degree  there  may  be 
a  finer  specialization  of  business  ability,  each  man  being  placed  at  the  head  of 
the  department  for  which  he  is  specially  fitted,  thus  giving,  of  course,  the  most  skilled 
management  possible  to  the  entire  industry,  whereas  before  the  combination  was 
effected  only  a  comparatively  few  of  the  leading  establishments  would  have  managers 
of  equal  skill.^ 

But  this  advantage,  some  think,  is  limited.  The  chief  managers  at  the  central 
office  are  likely  to  be  large  stockholders,  and  thus  to  have  a  strong  direct  interest  in 
the  success  of  the  enterprise.  This  may  hold  also  of  many  of  the  superintendents  of 
departments.  But  others  will  be  hired  managers,  and,  it  is  claimed,  a  hired  superin- 
tendent will  not  take  the  same  interest  in  the  establishment  or  be  able  to  exert  the 
same  intelligent  control  as  the  owner  of  a  comparatively  small  establishment.  More- 
ovei',  minute  supervision  can  not  well  be  exercised  in  a  very  large  combination.' 

6.  Export  trade. — ^The  control  of  large  capital  also,  it  is  asserted,  enables  the  export 
trade  to  be  developed  to  much  greater  advantage  than  could  be  done  by  snialJer 
establishments  with  less  wealth  at  their  disposal. 

II.    EVILS. 

Among  the  evils  of  the  great  combinations  thoHe  most  fretjuently  mentioned  are: 
1.  Ejnployees  discharged. — When  different  establishments  come  together  into  one, 
it  is  often  the  case  that  certain  classes  of  employees  are  needed  in  much  less  numbers 
than  by  the  independent  plants.  This  is  specially  true  in  the  case  of  commercial 
travelers,  and,  also,  perhaps  in  the  case  of  superintendents  and  clerks  in  the  offices. 
While  this  is  generally  admitted,  it  is  considered  by  many  to  be  an  inevitable  condi- 

1  Gates,  p.  1081;  Dodd,  pp.  1049,1050;  S.  C.  T.  Dodd,  p.  798;  Rogers,  pp.  1070,1078. 

>  Bradley,  pp.  829,  881;  Oary,  pp.  968,  991;  Quthrle,  pp.  953,954;  Gates,  p.  1030. 

s  Guthrie,  p.  963;  Beid,  p.  877. 

«Haveme7er,p.llO;  Guthrie,  pp. ^54, 956;  Gary,  pp.  983-986;  Gates,  p.  1034;  Rockefeller,  p.  796. 

•Reld,p.877;  Guthrie,  pp.  956, 967;  Greer,  pp.  926, 929. 

•Griffiths,  pp.  809,  900 ;  Lee,  p.  271. 
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lion  of  progress  and  only  a  temporary  hardship  which,  like  that  resulting  from  the 
introduction  of  a  new  machine,  will  ultimately  result  in  a  greater  gain.' 

2.  Metliods  of  campetition,---T\iQ  large  establishments,  by  cutting  prices  in  certain 
localities,  while  maintaining  the  prices  in  the  main,  have  a  decided  advantage  over 
the  smaller  competitors  whose  market  is  limited  to  the  one  field  in  which  the  prices 
are  cut,  and  consequently  can  often  succeed  in  driving  their  rivals  outof  the  business.' 

Ck)nnected  with  this  method  of  competition  is  also  the  use  of  unfair  methods,  such 
as  following  up  rivals*  customers,  bribing  employees  of  rivals  to  furnish  information, 
etc. 

The  sudden  raising  and  lowering  of  prices  by  the  combinations,  without  notice  and 
apparently  arbitrarily  to  embarrass  their  opponents,  is  also  considered  a  great  evil. 

3.  Increased  prices. — When  the  combinations  have  sufficient  strength,  or  for  any 
reason  get  monopolistic  control  more  or  less  complete,  it  is  thought  that  they  often 
raise  prices  above  competitive  rates,  to  the  great  detriment  of  the  public. 

4.  Speculation  and  overoapitaliiaHon. — Another  evil  often  chai^ged  against  these 
newer  combinations  is  that  the  promoter,  by  virtue  of  misrepresentations  or  by  the 
concealment  of  material  facts,  is  frequently  able  to  secure  very  lai^ge  profits  for  himself 
at  the  expense  of  the  people  at  large  who  buy  the  stocks,  and  that  in  this  way  undue 
speculation  is  encouraged. 

Connected  with  this  evil  which  comes  with  the  modem  method  of  promotion  is  that 
of  overcapitalization.  Stock  is  frequently  issued  to  four  or  five,  or  even  more,  times 
the  amount  of  the  cash  value  of  the  plants  that  are  brought  into  tlie  combinations. 
These  stocks  then  placed  upon  the  market  go  into  the  hands  of  persons  ignorant  of 
the  real  value  of  the  property,  who  afterwards  are  likely  to  lose  heavily.  Pools  are 
sometimes  made  to  control  the  stock  market,  or  other  of  the  common  ways  of  dis- 
posing of  the  stock  by  unfair  methods  are  employed.' 

At  times  also  the  officers  and  directors  of  the  large  combinations  seem  to  have 
taken  advantage  of  their  inside  knowledge  of  the  business  to  speculate  on  the  stock 
exchange  in  their  own  securities  to  the  great  detriment  of  the  other  shareholders.* 

5.  Freight  discriminations.  — Among  the  chief  evils  mentioned  are  those  of  freight 
discriminations  in  favor  of  the  large  companies,  which  many  assert  are  the  chief 
cause  for  the  growth  of  the  great  combinations. 

6.  Monopoly;  Us  social  effects. — The  fact  that  an  oi^ganization  possesses  a  practical 
monopoly  and  c».n  in  that  way  direct  its  operations  at  the  expense  of  its  rivals, 
thereby  preventing  competitors  from  coming  into  the  field,  it  is  thought,  takes  away 
from  the  individual  initiative  of  business  men  and  prevents  particularly  the  younger 
men  from  going  into  business  independently.  The  fonnerly  independent  heads  of 
establishments  entering  the  combinations  are  also,  it  is  said,  reduced  to  the  position 
of  hired  subordinates.  By  these  means,  witnesses  claim,  the  trusts  are  in  reality 
sapping  the  courage  and  power  of  initiative  of  perhaps  the  most  active  and  influential 
men  in  the  community.  This  evil  is  denied  by  many  of  the  members  of  the  large 
corporations,  who  think  that  within  those  corporations  are  found  opportunities  for 
the  exercise  of  judgment  and  enterprise  and  for  rising  in  life  which  do  not  exist 
outside.* 

»Dowe,  p.  27.  Reid,  pp.  876,  877;  Bradley,  pp.  829-831;  Clarke,  pp.  184,  190:  Gary,  pp  988,  991; 
Gates,  p.  1030. 

SLee,  pp.  265.  266,  Westgate,  pp.  865-370;  Lockwood,  p.  402;  Emery,  pp.  629-632;  Monnett,  p.  317; 
Archbold,  pp.  569-570:  Page,  p.  792;  Mathews,  p.  506. 

*Dil],  p.  lOSO.  Dodd,  pp.  1058, 1060,  1061;  Rogers,  p.  1067;  Myers,  p.  1133;  Dos  Passos,  p.  1166;  Stetson, 
p.  976.  Thurber  p.  20. 

•McNulta,  pp.  198,  237,  Clarke,  pp.  174, 186;  Rice,  p.  832;  Luytles,  p.  257. 

6  Clarke,  pp.  181,  190;  Dowe,  pp.  25,  84;  Lee,  p.  295;  Lockwood,  pp.  391,  893;  Griffiths,  p.  911;  Guthrie, 
p.  954,  Thurber,  pp,  7, 8, 18;  Moore,  p.  967. 
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REMEDIES. 

1.  Let-alone  poUcy. — Several  of  the  witnesBes  are  of  the  opinion  that  any  evils 
connected  with  the  induBtrial  combinations  will  be  remedied  in  the  ordinary  coarse 
of  boaineaB,  and  that  any  attempt  at  regulation  by  law  would  be  likely  to  result  in 
more  harm  than  good.  Competition,  either  active  or  potential,  is  believed  by  these 
witnesses  to  be  a  sufficient  preventive  of  monopoly  and  extortionate  prices,  while 
stockholders  and  investors  are  believed  to  be  already  sufficiently  protected  by  statute 
and  common  law,  especially  in  view  of  the  (Met  that  the  State  can  not  guarantee  to 

j  these  persons  immunity  from  carelessness  and  ignorance  on  their  own  part.  It  is  also 
I  oiged  that,  under  the  common  law  alone,  the  courts  have  always  held  as  illegal  any 
f  monopoly  or  combination  distinctly  shown  to  be  in  restraint  of  trade. 
'  While  making  this  general  expression  of  opinion,  some  of  these  witnesses  after- 
'  wards  admitted  that  certain  measures  tending  toward  giving  the  public,  and  particu- 
'  larly  the  stockholders,  more  information  regarding  the  nature  of  the  business  might 
I    be  advisable.* 

2.  Direfl  nqpprestion  of  mtmopoHMic  combtnatumt. — A  few  witnesses  are  inclined  to 
favor  the  more  general  enactment  of  statutes  along  the  lines  of  those  already  adopted 

'    by  numerous  States,  directly  prohibiting  the  transaction  of  business  by  combinations 

I     seeking  to  restrain  trade  or  to  control  prices.    Some  witnesses  believe  that  the  present 

1     statntes,  in  regard  to  the  States  where  they  have  been  enacted,  in  conjunction  with 

'     the  national  antitrust  law  ol  1890,  and  the  interstate  commerce  law,  would,  if  vigor- 

k     oosly  enforced,  be  all  the  legislation  necessary.' 

'         Perhaps  a  greater  number  of  witnesses,  however,  directly  expressed  themselves 
as  opposed  to  so-called  ''antitrust"  legislation,  while  others  distinctly  imply  a  simi- 
lar opposition.    These  witnesses,  including  some  opponents  of  individual  combina- 
tions, as  well  as  lawyers,  hold  that  combination  is  a  natural  outgrowth  of  modern 
conditions,  and  that  it  is  practically  impossible  to  suppress  it.     If  any  legislation  is 
needed,  it  should  be  in  the  form  of  regulation  and  publicity  only.' 
L        3.  Prohibitum  of  dettructive  compdition, — ^Two  or  three  witnesses  testifying  in  oppo- 
^     sition  to  the  Standard  Oil  Company  advocate  legislation  to  prohibit  ''destructive 
;       competition."    The  witnesses  have  in  mind  especially  the  cutting  of  prices  in  local 
markets,  while  retaining  them  at  high  figures  in  other  parts  of  the  country.    A  require- 
ment that,  freight  rates  being  considered,  prices  should  be  made  uniform  in  all 
markets  is  advocated.    It  is  also  suggested  that  general  cutting  of  prices  below  actual 
cost  of  production  for  the  purpose  of  driving  out  competitors  should,  perhaps,  be  pro- 
hibited.    No  critidsm  upon  these  suggestions  is  offered  directly  by  other  witnesses.' 
In  connection  with  this  Senator  Lee  advocated  limiting  capitalization.^ 

4.  PublicUy. — Many  of  the  witnesses,  including  even  representatives  of  combina- 
tions, are  of  the  opmion  that  a  much  greater  publicity  regarding  the  affairs  of  such 
combinations  than  is  now  customary  would  tend  to  remove  many  of  the  evils.  As 
regards  the  general  public,  the  knowledge  thus  secured  would  avail  to  prevent  the 
;  maintenance  of  extortionate  prices  as  well  as  unfair  methods  and  conditions  of  compe- 
I  tition.  Stockholders  and  investors  would  also  be  protected  against  abuses  by  pro- 
moteis  and  officers  of  corporations. 

How  this  publicity  should  be  brought  about  and  the  degree  to  which  it  should 
extend  is  a  matter  upon  which  no  general  agreement  existed  among  the  witnesses. 
Some  are  inclined  to  think  that  it  would  be  wise  if  somewhat  detailed  Imlance  sheets 

1  Dos  FUBO0,  pp.  1140-1166;  Btetson,  pp.  972,  973,  flSO;  Clarke,  p.  187:  Thurber  pp.  6, 14;  Smith,  pp.  68-70. 
sDowe,  pp.  28, 36;  McNolta,  p.  287;  Rioe,  pp.  780,  746;  Allen,  pp.  1193-1197. 
"Lee,  p. 294:  Westgate,  p. 888;  Lockwood,  p.  894. 
«FiiSO  294,29b. 
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of  the  accounts  of  the  laiiger  combinations  could  be  made  public.  More  of  the  wit- 
nesses, including  especially  lawyers  and  officers  of  corporations,  seem  rather  of  the 
opinion  that  when  the  corporation  is  first  organized  the  details  r^arding  its  organiza- 
tion, the  values  at  which  plants  and  other  property  are  taken  in,  the  profits  of  the 
promoters,  etc.,  should  be  made  public.  After  the  corporation  has  been  engaged  in 
business,  however,  while  the  details  of  its  management  should  be  made  known  with 
considerable  fullness  to  the  stockholders,  the  outside  public  should  be  given  little 
more  information  than  at  present,  lest  thereby  competitors  may  secure  an  advantage. 

Many  of  the  witnesses  believe  that  publicity,  if  properly  established  and  enforcsed, 
would  prove  a  very  efficient  remedy.  Others  think  that,  while  it  might  be  use- 
ful, it  would  not  alone  be  sufficient.  At  least  one  of  the  witnesses  is  of  the  opinion 
that  this  publicity  should  be  enforced  upon  all  pubUc  corporations,  such  as  railways, 
street  railways,  etc. ,  but  not  upon  ordinary  manufacturing  or  mercantile  corporations.' 

Strong  differences  of  opinion  exist  among  the  different  witnesses  as  to  whether 
legislation  along  any  of  the  lines  suggested,  or  additional  legislation,  should  l>e  by 
the  individual  States  or  by  the  Federal  Government.  The  witneases  also  disagree 
as  to  the  constitutionality  of  various  forms  of  legislation,  both  in  the  case  of  the  States 
and  in  the  case  of  the  Federal  Government.  Some  witnesses  were  of  the  opinion  that 
State  legislation  would  be  of  little  service  unless  practically  all  of  the  States  adopted 
uniform  laws,  and  this  is  considered  an  impossibility.  Others  seem  to  think  that 
legislation,  even  by  a  few  of  the  States,  if  of  the  right  kind,  would  be  very  useful. 
There  is  perhaps,  however,  a  rather  general  expression  of  opinion  among  those  who 
favor  any  legislation  at  all  tliat  Federal  legislation,  if  constitutional,  is  desirable,  at 
least  to  supplement  State  legislation  as  to  combinations,  if  not,  perhaps,  to  take  entire 
jurisdiction  regarding  them. 

5.  State  legislation, — ^The  chief  sx)ecific  suggestions  regarding  State  legislation  were:' 

(a)  The  classification  of  corporations  should  be  made  much  stricter  than  at  pres- 
ent, and  each  class  should  be  confined  closely  to  the  exercise  of  its  specified  i)ower8. 

(b)  There  should  be  strict  inspection  of  corporations  by  State  officials,  and  pub- 
licity should  be  enforced  through  reports.  This,  of  course,  applies  primarily  to  action 
by  the  States  as  regards  their  own  domestic  corporations.  (See  also  above,  under 
Publicity.) 

(c)  Combinations,  in  whatever  form  (even  if  it  be  that  of  a  single  corporation) , 
between  different  corporations,  where  nionopolistic  intent  can  be  shown,  should  be 
prohibited.     (See  also  above,  under  Suppression.) 

{d)  Foreign  corporations  should  be  forbidden  by  each  State  to  do  business  within 
its  borders  unless  conforming  to  its  laws.  As  to  this  last  suggestion,  the  powers  of 
States  over  foreign  corporations,  so  far  as  their  interstate  business  is  concerned,  would 
be  very  limited.  It  appears  that  the  courts  would  be  be  likely  to  hold  that  the 
States  would  require  a  special  authorization  from  (Congress  to  enable  them  to  act 
with  any  considerable  effectiveness  in  this  regard,  even  if  the  power  could  be  secured 
in  that  way.' 

6.  Federal  legislation, — The  lines  of  Federal  It^slation  suggested  fall  mainly  under 
the  following  heads: 

(a)  Creation  of  Federal  corporations  under  strict  Federal  laws.  Some  would  favor 
incorporation  under  Federal  laws  only  in  case  of  very  large  corporations,  while 
from  the  l^al  standpoint  some  others  would  fix  the  distinction  between  State  and 
Federal  corporations  along  the  line  of  commerce  within  the  States  as  distinguished 
'  from  interstate  commerce.   The  representatives  of  combinations  favoring  such  Federal 

^  Lee,  p.  296i  Luytles,  p.  258;  Thurber,  pp.  16, 16, 20;  Hayemeyer,  pp.  128, 186-188;  Ofuy,  pp.  996, 1001, 1002; 
Dos  Passos,  pp.  1162-1170, 1176, 1177;  Btetaon,  pp.  975, 980;  Moore,  pp.  964, 966;  Dill,  pp.  10^2, 1068;  King,  pp. 
1108-1110;  Allen,  1193, 1191. 

"Allen,  pp.  1198-1197. 

>Pam,  p.  1085;  Dos  Paasoe.pp.  1178, 1174;  Allen,  pp.  US7, 1188,1198-1195, 1207;  Huffcut,  pp.  1212-1216. 
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lawB  consider  that  one  of  their  chief  advantages  would  be  to  prevent  nnwarninted 
interferenoe  with  the  bosinesB  of  the  corporations  by  individual  States.  Some  of  the 
witneflBes,  however,  consider  that  the  creation  of  Federal  corporations  would  be  harm- 
fol  88  well  as  unconstitutional.^ 

(6)  In  connection  with  Federal  incorporation,  or  apart  from  it,  certain  witnesses 
&yor  a  considerable  degree  of  regulation  of  corporations  on  the  part  of  the  Federal 
Govenmient.  In  this  connection,  publicity,  through  reports  and  inspection,  is  advo- 
cated.  A  Bureau  of  Industry  is  suggested  by  one  witness,  having  powers  somewhat 
amilar  to  those  of  the  Interstate  Commerce  Commission.  The  reports  to  be  made  to 
this  bodv  should  be  of  such  a  nature  as  to  disclose  the  condition  of  the  business  of  the 
corporation,  especially  as  to  whether  it  possessed  or  was  likely  to  acquire  a  monopoly 
or  not' 

(c)  Strengthen  InterslcUe  Commerce  Commission. — Some  of  the  witnesses  complain  of  the 
meffidency  of  the  Interstate  Commerce  Commisnion.  Others  urge  that  it  be  given 
greater  power,  even  judicial  power,  and  that  pooling  among  railroads  be  permitted 
onder  its  supervision.  Especially  is  it  recommended  in  the  testimony  taken  before  the 
subcommission  on  transportation  that  its  hands  be  strengthened  by  giving  it  power  of 
aadit  of  railway  accounts,  power  of  enforcing  its  decisions,  etc.,  it  being  urged  that 
in  this  way  freight  discriminations  in  favor  of  the  large  shippers,  the  combinations, 
could  be  prevented. 

[d)  Two  witnesses  are  inclined  to  the  opinion  that  unless  Congress  in  some  way 
MBomes  full  control  of  corporations  the  United  States  Government  should  remove, 
by  specific  act  of  Congress,  the  limitations  which  now  are  likely  to  be  laid  by  the 
conrtB,  on  the  basis  of  the  Federal  Constitution,  upon  the  powers  of  the  States  over 
monopolistic  combinations,  so  far  as  their  interstate  business  is  concerned.  It  was 
thought,  on  the  whole,  that  such  an  act  of  Congress  would  probably  be  upheld  as 
constitutional  by  the  courts.* 

W  Removal  or  lowering  of  tariff. — Several  of  the  witnesses,  though  not  objecting  in  the 
nudn  to  the  principle  of  a  protective  tariff,  were  of  the  opinion  that  in  some  cases  the 
tariff  encouraged,  or,  even,  as  one  said,  was  the  chief  cause  of  the  trust.  In  such  cases 
they  thought  it  should  be  lowered  or  abolished.  Mr.  Havemeyer  expressed  himself 
most  strongly  in  favor  of  a  low  horizontal  tariff  of  not  over  10  per  cent,  while  Mr. 
Bnynitsky  proposed  that  if  there  were  shown  to  be  a  monopoly  in  any  protected 
industry  the  President  might  be  empowered  to  lower  the  tariff  on  the  products  of 
that  industry,  by  executive  order,  not  more  than  20  per  cent,  nor  for  a  longer  period 
than  five  years. 

(/)  Powers  of  Congress. — Much  discussion  was  presented  before  the  Commission  as 
to  the  constitutional  powers  of  Congress  to  enact  legislation  along  any  of  the  lines 
above  suggested.  It  is  admitted  that  Congress  has  exclusive  control  over  interstate 
commerce,  and  the  preponderance  of  opinion  seems  to  be  that  it  has  power  to  create 
corporations  to  carry  on  such  commerce,  although  this  is  disputed.  Congress  is 
admitted  to  have  no  power  over  purely  manufacturing  corporations  not  engaged  in 
interstate  business.  There  is  much  doubt,  however,  as  to  the  precise  line  where  busi- 
ness ceases  to  be  domestic  and  becomes  interstate.  Professor  Huff  cut,  at  least,  is 
inclined  to  think  that  the  courts,  even  under  the  present  Constitution,  would  uphold 
quite  general  control  over  the  general  business  of  corporations  carrying  on  a  wide- 
spread business  among  the  several  States,  on  the  ground  that  a  large  portion,  at  least, 
of  that  business — ^perhaps  most  of  it — is  interstate  in  character.  The  control  of  that 
wonkl  practically  control  all.  In  this  connection  this  witness  suggests  that  Congress 
could  probably  constitutionally  compel  such  large  corporations  to  submit  to  Federal 

^Tbniber,  p.  16;  Archbold,  pp.  565,  580;  Rogers,  p.  585;  Havemeyer,  pp.  136-138;  Gary,  pp.  1000, 1008; 
Gftte8,p.lQ22:  Pain,  pp.  1037, 1088;  Myen,  pp.  1138, 1138;  Dill,  pp.  1067, 1068;  Moore,  p.  965;  Stetson,  p. 
«1;  Dos  Paaeos,  pp.  1159-1161, 1174;  Allen,  pp.  1194, 1206, 1209. 

*Huffcut,  pp.  1211, 1215, 1216;  Allen,  pp.  ll»l,  1203. 
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l^slation,  and  perhape  to  incorporate  under  Federal  laws,  by  one  of  the  three  fol- 
lowing methods: 

(a)  By  forbidding  the  use  of  the  mails  to  State  corporations  engaged  in  interstate 
commerce,  especially  so  far  as  they  are  shown  to  be  monopolistic  and  therefore  sub- 
ject to  the  police  power. 

(6)  By  levying  a  practically  prohibitive  tax  upon  State  corporations  engaged  in 
interstate  commerce,  as  has  been  done  with  note  issues  of  SCkte  banks.  Other  wit- 
nesses suggest  that  the  Grovemment  can  acquire  jurisdiction,  in  order  to  compel  reports 
and  publicity,  by  imposing  taxes,  and  some  are  inclined  to  suggest  that  these  taxes 
should  be  made  progressive. 

(c)  By  directly  prohibiting  State  corporations  from  engaging  in  interstate  com- 
merce.* 

1  Stetson,  p.  981;  Gary,  pp.  1000, 1006;  Pain,  p.  1087;  Gates,  p.  1022;  Huflcut.  pp.  1211>1219;  Allen,  pp. 
1194-1196, 1207-1209. 
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I. — Compctraiive  quotations  of  raw  and  refined  sugars  in  New  York,  1880-1899. 

[From  WUlett  <&  Gray's  Weeklv  Statistical  Sugar  Trade  Journal,  Feb.  8, 18d4,  lor  prices  through  1893; 

later  prices  from  Journal  of  Jan.  4, 1900.] 


January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

Yearly  ayerages 
Net  cash 


1880. 


96<' 
centrif- 
ugal. 


8.650 
8.187 
8.546 
8.675 
8.600 
8.678 
8.726 
8.406 
8.426 
7.813 
8.166 
8.362 


8.401 
8.206 


Granu- 
lated. 


9.687 
9.343 
9.626 
9.387 
9.369 
9.921 
10.000 
10.840 
9.987 
9.487 
9.876 
9.660 


9.650 
9.602 


Differ- 
ence. 


1.087 
1.166 
1.079 
0.812 
0.869 
1.343 
1.276 
1.934 
1.662 
1.624 
1.219 
1.188 


1.249 
1.396 


1881. 


96° 
centrif- 
ugal. 


8.421 
8.297 
8.420 
8.062 
8.234 
8.600 
8.660 
8.600 
8.676 
8.766 
8.760 
8.187 


8.447 
8.261 


Granu- 
lated. 


9.616 

9.187 

9.260 

9.250 

9.876 

10.476 

10.000 

9.656 

9.950 

10.460 

9.616 

9.287 


9.716 
9.667 


Differ- 
ence. 


1.094 
0.890 
0.830 
1.188 
1.641 
1.876 
1.460 
1.166 
1.376 
1.686 
0.985 
1.100 


1.268 
1.426 


1882. 


960 
centrif- 
ugal. 


7.875 
7.781 
7.937 
8.212 
8.152 
8.062 
8.025 
8.000 
8.075 
8.012 
7.984 
7.690 


7.983 
7.797 


Granu- 
lated. 


9.300 
9.218 
9.312 
9.775 
9.630 
9.484 
9.380 
9.260 
9.203 
9.187 
8.006 
8.726 


9.280 
9.234 


Differ- 
ence. 


1.426 
1.637 
1.376 
1.668 
1.478 
1.422 
1.356 
1.2S0 
1.128 
1.176 
0.922 
1.036 


1.297 
1.487 


January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

Noyember 

December 

Yearly  ayerages 
Net  cash 


1883. 


96° 
centrif- 
ugal. 


7.700 
7.625 
7.760 
7.635 
7.812 
7.640 
7.626 
7.562 
7.668 
7.687 
7.530 
7.065 


7.600 
7.423 


Granu- 
late<l. 


8.637 
8.843 
8.869 
8.712 
8.815 
8.859 
8.850 
8.&')6 
8.710 
8.687 
8.109 
7.937 


8.548 
8.606 


Differ- 
ence. 


0.937 
1.218 
1.109 
1.077 
1.003 
1.219 
1.224 
1.094 
1.142 
0.900 
0.679 
0.879 


0.948 
1.808 


1884. 


96° 
centrif- 
ugal. 


6.775 
6.734 
6.437 
6.265 
6.109 
6.700 
6.906 
6.676 
5.563 
6.609 
6.608 
5.336 


5.997 
5.857 


Granu- 
lated. 


7.812 
7.693 
7.300 
6.968 
7.187 
6.650 
6.750 
6.687 
6.484 
6.390 
6. 141 
6.912 


6.814 
6.780 


Diffet^ 
ence. 


1.037 
0.859 
0.868 
0.703 
1.087 
0.950 
0.844 
0.912 
0.921 
0.781 
0.633 
0.586 


0.817 
0.923 


1886. 


96° 
centrif- 
ugal. 


6.487 
6.546 
6.862 
6.375 
5.890 
6.162 
6.968 
6.062 
6.187 
6.093 
6.000 
6.250 


5.866 
5.729 


Granu- 
lated. 


6.162 
6.156 
6.000 
6.062 
6.687 
6.737 
6.453 
6.750 
6.906 
6.546 
6.593 
6.626 


6.473 
6.441 


Differ- 
ence. 


0.675 
0.610 
0.638 
0.687 
0.797 
0.576 
0.485 
0.688 
0.719 
0.453 
0.593 
0.875 


0.606 
0.712 


January  

February 

March 

April 

Hilay 

June 

July 

August 

September 

October 

November 

December 

Yearly  averages 
Net  cash 


1886. 


96° 
centrif- 
ugal. 


6.126 
6.703 
6.662 
6.796 
5.484 
5. 437 
5.390 
5.237 
6.296 
5.187 
6.166 
5.176 


6.463 
6.336 


Granu- 
lated. 


6.625 
6.140 
6.225 
6.810 
6.343 
6.185 
6.195 
6.065 
5.965 
6.825 
6.690 
6.728s| 


6.147 
6.117 


Differ- 
ence. 


0.600 
0.437 
0.663 
0.014 
0.859 
0.748 
0.795 
0.828 
0.650 
0.638 
0.624 
0.650 


O.OiH 
0.781 


1887. 


96° 
centrif- 
ugal. 


5.200 
6.125 
5.150 
5.171 
5.125 
5.187 
6.265 
6.812 
5.390 
6.640 
5.937 
6.940 


5.370 
5.245 


7 


Granu- 
lated. 


6.826 
5.687 
6.726 
6.689 
6. 7:i-4 
5.850 
5.935 
6.037 
6.078 
6.406 
6.630 
6.876 


6.043 
6.013 


Differ- 
ence. 


0.626 
0.662 
0.575 
0.618 
0.609 
0.66a 
0.670 
0.776 
0.688 
0.766 
0.698 
0.936 


0.673 
0.768 


1888. 


96° 
centrif- 
ugal. 


5.960 
5.518 
5.435 
6.500 
5.480 
5.500 
5.893 
6.245 
6.490 
6.187 
6.240 
6.200 


6.886 
5.7^9 


Granu- 
lated. 


7.125 
6.800 
6.750 
6.750 
6.750 
6.808 
7.625 
7.550 
7.656 
7.490 
7.250 
7.250 


7.160 
7.007 


Differ 
ence. 


1.175 
1.287 
1.316 
1.260 
1.270 
1.305 
1.732 
1.306 
1.166 
1.908 
1.010 
1.060 


1.264 
1.268 


i\« 
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1889. 

1 

1890. 

1891. 

96° 
centrif- 
ugal. 

Granii- 
lated. 

Diffel^ 
ence. 

96° 
centrif- 
ugal. 

Granu- 
lated. 

Differ- 
ence. 

9tP 
centrif- 
ugal. 

Granu- 
lated. 

Differ- 
ence. 

Januanr 

5.650 
5.568 
6.112 
7.376 
7.312 
8.025 
7.987 
6.912 
6.375 
6.016 
5.734 
6.000 

7.060 
7.0U0 
7.255 
&406 
8.560 
9.100 
9.062 
8.300 
8.000 
7.235 
6.890 
6.750 

1.400 
1.487 
1.148 
1.081 
1.238 
1.075 
1.125 
1.388 
1.625 
1.189 
1.156 
0.750 

6.688 
5.625 
6.497 
5.484 
5.437 
5.449 
5.437 
6.609 
5.967 
6.968 
6.501 
5.287 

6.475 
6.812 
6.262 
6.132 
6.140 
6.487 
6.220 
6.142 
6.600 
6.502 
6.187 
6.050 

0.787 
0.687 
0.765 
0.648 
0.708 
0.988 
0.783 
0.533 
0.613 
0.624 
0.626 
0.763 

6.276 
5.500 
6.200 
3.516 
3.250 
8,375 
8.357 
8.424 
3.428 
3.319 
3.485 
3.485 

6.990 
6.320 
5.968 
4.500 
4.326 
4.137 
4.265 
4.154 
4.337 
4. -233 
4.137 
4.072 

0.664 

Febraary 

0.780 

March 

0.768 

April 

0.984 

May 

1.076 

June 

0.762 

July 

0.908 

AngOBt 

0.730 

September 

0.909 

October 

0.8»l 

KoTember 

December 

0.652 
0.561 

Yearly  averages 

Net  cash 

6.586 
6. 4:s 

7.799 
7.640 

1.213 
1.207 

5.687 
5.461 

6.296 
6.171 

0.709 
0.720 

3.894 
8.868 

4.698 
4^691 

0.804 
0.828 

centrif- 
ugal. 

1892. 

1898. 

18M. 

Granu- 
lated. 

Differ- 
ence. 

96° 
centrif- 
ugal. 

Granu- 
lated. 

Differ- 
ence. 

96" 
centrif- 
ugal. 

Granu- 
lated. 

Differ- 
ence. 

January  

F^hniiiry . 

3.476 
3.432 
3.306 
3.125 
3.090 
8.128 
3.098 
3.232 
8.611 
8.470 
8.375 
8.401 

3.980 
3.920 
4.222 
4.280 
4.220 
4.256 
4.190 
4.820 
4.862 
4.720 
4.630 
4.600 

0.604 
0.487 
0.916 
1.105 
1.130 
1.133 
1.097 
1.088 
1.251 
1.250 
1.255 
1. 999 

3.470 
3.424 
3.443 
8.844 
4.118 
4.375 
4.170 
3.650 
3.740 
3.938 
3.170 
2.925 

4.600 
4.563 
4.534 
4.915 
6.110 
6.220 
6.257 
5.080 
5.080 
5.080 
4.472 
4.204 

1.180 
1.129 
1.091 
1.072 
0.992 
0.846 
1.087 
1.480 
1.340 
1. 142 
1.302 
1.279 

2.875 
3.237 
3.088 
2.828 
2.844 
3.094 
8.136 
3.437 
3.750 
3.625 
8.500 
3.250 

8.968 
4.114 
4.102 
3.978 
3.905 
3.930 
4.148 
4.M4 
4.697 
4.313 
4.034 
3.756 

1.058 
0.877 

Much 

1.019 

April 

1.150 

ifcy. .:.:.. .:..:..::: 

1.061 

June 

0.836 

Jnly 

1.011 

Aogmt 

1.107 

September 

October 

November 

0.847 
0.688 
0.534 

December 

0.505 

Yearly  averages 

3.311 

4.346 

1.085 

3.689 

4.842 

1.153 

•  Wm  ■  «  ■   ■  « 



,±'JJ.l. 

....1^5 

- 

1896. 

1806. 

9C 

ccn 

ug 

1897. 

J- 

• 

960 
centrif- 
ugal. 

Granu- 
lated. 

Differ- 
ence. 

96«> 
centrif- 
ugal. 

Granu- 
lated. 

Differ- 
ence. 

p 

trif- 

ftl. 

Gram 
lated 

Differ- 
ence. 

January 

3.024 
3.064 
3.000 
3.000 
3.281 
3.311 
3.250 
3.280 
8.327 
3.678 
8.377 
_8J562 

8.740 
8.720 
3.885 
8.872 
4.411 
4.350 
4.850 
4.268 
4.317 
4.432 
4.254 

0.716 

'    .666 

.885 

.872 

1.130 

1.139 

1.100 

.990 
.854 
.877 
.880 

3.800 
4.081 
4.162 
4.296 
4.125 
8.637 
8.350 
3.375 
8.092 
8.062 
8.300 
3.215 

4.646 
4.685 
4.801 
5.148 
4.993 
4.634 
4.429 
4.512 
4.412 
3.920 
4.117 
4.100 

0.846  i    3.180 
.654       3. 220 

4.040 
4.070 
4.229 
4.290 
4.257 
4.463 
4.648 
4.720 
4.824 
4.807 
4.720 
4.870 

0.860 

FW>Tnary 

.850 

March 

.639 

.852 

.868 

.997 

1.070 

1.137 

1.320 

.858 

.817 

.885 

8.273 
8.387 
8.280 
8.494 
8.625 
8.750 
3.908 
3.842 
3.842 
^    4.079 

.956 

April 

i^y 

Jane 

Angiwit'.'.!!!! !".!!!.' !!!!!!!! 

.908 
.977 
.959 
1.023 
.970 

Septemmr 

.916 

Oclobft- 

.965 

November 

.878 

December 

4.4 

42. 

.791 

/^-^    ^  ^V'C^^rt-T-^ 

r— ^ 

^ 

'  1 

y  y 

O  •  ^^F"^ 

/■    1898. 

— '^  f  ■  ■  " 

—  — ' — -» 

r 
t 

^^ 

slf- 

96°  cen- 
trifugal. 

Granu- 
lated. 

Differ- 
ence. 

96°  cen- 
trifugal. 

Gi 
la 

anu- 
ted. 

Differ- 
ence. 

Jftnoar}' 

4.120 

4.167 

4.087 

4.156 

4.230 

4.280 

4.126 

4.275 

4.342   . 

4.237 

4.411 

4.920 
4.960 
4.852 
6.009 
6.097 
6.080 
6.080 
5.091 

.^6.118 
4.740 
4.888 

-    ^817 

0.800 
.793 
.766 
.868 
.867 
.800 
.965 
.819 
.836. 
.603 
.477 
.426 

4.290 
4.831 
A.mi 
4.  Ml 
4.6fi6 
4.(;i7 
4.  Ab\ 
4.r>30 
4.387 
4.310 
4.260 
4. 250 

4.706 
4.720 
4.820 
4.920 
5.080 
5. 190 
5.210 
5.137 
4.889 
4.795 
4.795 
4.795 

0.416 

Fphrnary                       

.389 

March.. 

.436 

April 

.379 

May-....::::::::.: 

.424 

June 

.573 

July 

.756 

August 

.607 

Beptembc^ 

1  . 

.509 

October 

.485 

November 

.585 

December 

i. 

4^391   . 

.645 

./V^   r^t'i 

hx-i^ 

_ 

y- 

• 

4^^ 

^^. 

7 


/ 


/ 
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rNT>USTRIAL.  COMBINATIONS  AND  PRICES. 


By  Jbrsmiah  W.  Jrnkb. 


The  effects  of  the  indofitrial  combinations  upon  prices  form  certainly  one  of  the 
best  tests  of  their  usefnbiess  or  disadvantage  to  society.  The  popular  impression 
seems  to  be  that  these  combinations  very  greatly  increase  prices  to  the  consumers. 
On  the  other  hand,  the  trust  managers  and  their  advocates  are  in  the  habit  of  claim- 
ing that,  owing  to  economies  of  management,  the  trusts  lower  prices  to  consumers, 
while  at  the  same  time  they  increase  the  wages  of  their  employees. 

It  is  of  course  comparatively  easy  by  the  selection  of  statistics  at  certain  chosen 
periods  to  show  either  of  these  resulte.  It  has,  in  consequence,  seemed  wisest  to 
secure  as  far  as  possible  average  monthly  prices  of  the  leading  raw  materials  and  fin- 
ished products  of  several  of  the  lareer  combinations  for  a  series  of  years,  and  to  plat 
th«e  on  charts  in  such  a  way  that  the  relations  at  all  times  between  the  two  can  be 
most  readily  seen.  Wherever  it  has  been  practicable,  European  prices  have  been 
compared  with  American,  in  order  that  the  influence  of  the  trust  itself  might  more 
dearly  be  brought  out. 

The  differential  or  '*mamn"  between  the  price  of  the  raw  materials  and  that  of 
the  finished  product  should  show,  other  things  equal,  the  cost  of  manufacture  plus 
the  profit  Unless  one  is  somewhat  guarded,  however,  one  is  likely  to  reach  £Eilse 
conclusions  if  this  assumption  is  made  without  qualification.  In  nearly  all  processes 
of  manufacture  there  is  a  considerable  element  of  waste  of  raw  material.  As  the  price 
of  the  raw  material  increases,  the  value  of  this  waste  is  also  correspondingly  increased. 
In  consequence,  in  order  that  the  profits  may  be  the  same,  the  margin  tietween  the 
price  of  toe  raw  material  and  that  of  the  finished  product  should  increase  slightly 
with  the  increase  in  price  of  the  raw  aterial.  Again,  when  the  raw  material  has 
to  be  held  in  large  Quantities,  so  that  it  involves  the  investment  of  considerable 
capital,  it  can  be  reaaily  seen  that  the  interest  charge  for  carrying  this  raw  material 
is  not  a  little  increased  as  the  price  of  the  raw  material  rises.  This,  of  course,  is  a 
factor  of  less  importance  than  the  other,  but  nevertheless  is  worthy  of  consideration. 

80  far  as  the  manufacture  of  wire  rods  and  nails  is  concerned,  the  necessity  of 
increase  of  margin  as  price  rises  is  brought  out  clearly  by  Mr.  Gates  in  his  testi- 
mony;' but  the  same  fact  holds  with  reference  to  the  manufacture  of  tin  plate, 
of  wire  and  nails,  and  of  refined  sugar  from  raw,  as  well  as  in  most  other  lines  of 
bosinesB.  Special  attention  will  be  ceQled  to  this  fact  in  the  comment  upon  each  indi- 
vidual chart. 

SUGAR.* 

The  lines  on  the  chart  represent  standard  raw  and  refined  sugars  in  the  United 
S^tes,  England,  and  Germany.  For  America  raw  sugar  is  represented  by  96^  cen- 
trifugal, and  refined  by  granulated.  The  English  raw  sugar,  Java  Afloat,  corre- 
sponds closely  with  the  American  96^  centrifugal;  but  the  English  refined  sugar, 
Tate's  Cubes,  b  a  special  grade,  which  normally  brings  somewnat  more  than  the 
regular  price  of  granulated  sugar — at  times,  probably,  nearly  half  a  cent  more.  The 
consequence  is  that  we  should  expect  the  maigin  between  the  raw  and  refined  in 
England  to  be  somewhat  greater  than  the  American  margin  between  96°  centrifu- 
gal and  granulated. 

ipageioos. 

'The  prices  from  which  the  chart  h&B  been  made  were  taken  from  Willett  and  Oray'8  Statistical 
SogaxTrade  Joomal  as  noted  in  the  tables  on  pages  40-14.  In  the  Journal  English  and  German  prices 
were giyen  in  shillinfis  and  pence  per  hundredweight  of  112  pounds.  They  have  been  reduced  to  cents 
P|^ pound  in  order  that  comparisons  might  be  more  readily  made,  and  the  chart  more  easily  platted. 
Jbe  convenient  rule  lor  reduction  given  in  the  Journal  of  January  4, 1900,  Icom  which  the  prices  of 
loreigu  sogan  are  taiieu,  has  l)een  followed. 
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I. — Comparative  qaotalions  of  raw  and  refined  sugars  in  New  York,  1880-1899. 

y  Statistical  Sugar  Trade  Journal,  Feb.  8, 
later  prices  from  Journal  of  Jan.  4, 1900.] 


P9^m  Willett  &  Oray's  Weeklv  Statistical  Sugar  Trade  Journal,  Feb.  8, 1894,  for  prices  through  18B3; 

la"         ■       "        '  ..--., 


January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

NoTember 

December 

Yearly  averages 
Net  cash 


1880. 


96° 
centrif- 
ugal. 


8.650 
8.187 
8.546 
8.576 
8.600 
8.678 
8.725 
8.406 
8.425 
7.813 
8.166 
8.362 


8.401 
8.206 


Granu- 
lated. 


9.687 
9.343 
9.625 
9.387 
9.369 
9.921 
10.000 
10.340 
9.987 
9.437 
9.376 
9.650 


9.650 
9.602 


Differ- 
ence. 


1.087 
1.156 
1.079 
0.812 
0.859 
1.343 
1.276 
1.934 
1.662 
1.624 
1.219 
1.188 


1.249 
1.396 


1881. 


96«» 
centrif- 
ugal. 


8.421 
8.297 
8.420 
8.062 
8.234 
8.600 
8.660 
8.600 
8.676 
8.766 
8.760 
8.187 


8.447 
8.251 


Granu- 
lated. 


9.616 

9.187 

9.250 

9.250 

9.876 

10.476 

10.000 

9.556 

9.960 

10.460 

9.616 

9.287 


9.715 
9.667 


Differ- 
ence. 


1.094 
0.890 
0.830 
1.188 
1.641 
1.875 
1.450 
1.156 
1.376 
1.685 
0.935 
1.100 


1.268 
1.426 


1882. 


96° 
centrif- 
ugal. 


7.875 
7.781 
7.937 
8.212 
8. 152 
8.062 
8.025 
8.000 
8.075 
8.012 
7.984 
7.690 


7. 
7. 


983 
797 


Granu- 
lated. 


9.300 
9.218 
9.312 
9.T75 
9.630 
9.484 
9.380 
9.250 
9.208 
9.187 
8.006 
8.725 


9.280 
9.234 


Differ- 
ence. 


1.425 
1.637 
1.375 
1.568 
1.478 
1.422 
1.355 
1.250 
1.128 
1.175 
0.922 
1.085 


1.297 
1.437 


January . . . 
February . . 

March 

April 

May 

June 

July 

August 

September. 
October  ... 
November . 
December  . 


Yearly  averages , 
Net  cash 


1883. 


96<' 
centrif- 
ugal. 


7.700 
7.625 
7.750 
7.635 
7.812 
7.640 
7.626 
7.562 
7.568 
7.687 
7.630 
7.065 


7.600 
7.423 


Granu- 
lated. 


8.637 
8.843 
8.859 
8.712 
8.815 
8.&'V9 
8.850 
8.656 
8.710 
8.587 
8.109 
7.937 


8.548 
8.506 


Differ- 
ence. 


0.937 
1.218 
1.109 
1.077 
1.003 
1.219 
1.224 
1.09-1 
1.142 
0.900 
0.579 
0,879 


0.948 
1.803 


1884. 


960 
centrif- 
ugal. 


6.775 
6,784 
6.437 
6.265 
6.109 
5.700 
5.906 
6.676 
5.563 
5.609 
5.608 
5.336 


5.997 
5.857 


Granu- 
lated. 


7.812 
7.593 
7.800 
6.968 
7.187 
6.650 
6.750 
6.587 
6.484 
6.390 
6.141 
5.912 


6.814 
6.780 


Differ- 
ence. 


1.087 
0.859 
0.863 
0.703 
1.087 
0.950 
0.844 
0.912 
0.921 
0.781 
0.533 
0.586 


0.817 
0.923 


1885. 


96P 
centrif- 
ugal. 


5.487 
5.546 
5.862 
5.375 
5.890 
6.162 
6.968 
6.062 
6.187 
6.093 
6.000 
6.250 


5.865 
5.729 


Granu- 
lated. 


6.162 
6.156 
6.000 
6.062 
6.687 
6.737 
6.453 
6.750 
6.906 
6.546 
6.593 
6.625 


6.473 
6.441 


Differ- 
ence. 


0.675 
0.610 
0.638 
0.687 
0.797 
0.575 
0.485 
0.688 
0.719 
0.458 
0.503 
0.875 


0.606 
0.712 


January  

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

Yearly  averages 
Net  cash 


1886. 


96° 
centrif- 
ugal. 


6.125 
5.703 
5.562 
5.796 
5.484 
5.437 
5.390 
5.237 
5.296 
5.187 
6.166 
5.175 


5.463 
6.836 


Granu- 
lated. 


6.625 
6.140 
6.225 
6.810 
6.343 
6.185 
6.195 
6.065 
5.955 
5.825 
5.690 
5.725s| 


6. 147 
6.117 


Differ- 
ence. 


0.500 
0.437 
0.663 
0.014 
0.859 
0.748 
0.795 
0.828 
0.650 
0.638 
0.524 
0.650 


0.6^ 
0.781 


7 


1887. 


96° 
centrif- 
ugal. 


5.200 
5.126 
6.150 
6.171 
5.125 
5.187 
5.265 
5.312 
5.390 
6.640 
5.937 
6.940 


5.370 
5.245 


Granu- 
lated. 


5.825 
5.687 
6.725 
5.(»9 
5.75M 
5.850 
5.935 
6.087 
6.078 
6.406 
6.630 
6.875 


6.043 
6.013 


Differ- 
ence. 


0.625 
0.562 
0.575 
0.518 
0.609 
0.663 
0.670 
0.775 
0.688 
0.766 
0.698 
0.935 


0.673 
0.768 


1888. 


96° 
centrif- 
ugal. 


5.960 
5.513 
5.436 
5.500 
5.480 
5.500 
6.898 
6.245 
6.490 
6.187 
6.240 
6.200 


5. 
5.749 


Granu- 
lated. 


7.125 
6.800 
6.750 
6.750 
6.750 
6.808 
7.625 
7.550 
7.656 
7.490 
7.250 
7.250 


7.150 
7.007 


Differ 
ence. 


1.175 
1.287 
1.316 
1.250 
1.270 
1.305 
1.732 
1.805 
1.166 
1.30B 
1.010 
1.050 


1.264 
1.268 


\  ' 


i\'  ' 
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l.—Cbmparative  qtwtalimM  of  raw  and  refined  gugars  in  New  York,  1880-1899 — Cont'd. 


1889. 


96° 
centrif- 
ugal. 


January 5. 650 

February 6.568 

Karch 6.112 

April 7.876 

May 7.312 

June 8.025 

July 7.987 

Augwt 6.912 

September 6. 375 

October 6.016 

November i  5. 781 

December '  6.000 


Yearly  averacTOA. 
Netcaah , 


6.686 
6.1:« 


Qrann- 
lated. 


7.060 
7.000 
7.255 
8.406 
8.550 
9.100 
9.062 
8.800 
8.000 
7.235 
6.890 
6.750 


January 3.176 

February' 3.432 

Karch 3.306 

April '  3.125 

May ,  3.090 


7.799 
7.640 


1892. 


Differ- 
ence. 


1.400 
1.487 
1.148 
1.081 
1.238 
1.075 
1.125 
1.388 
1.625 
1.189 
1.156 
0.750 


1.213 
1.207 


1890. 


1891. 


96° 
centrif- 
ugal. 


6.688 
5.625 
5.497 
5.484 
5.437 
5.449 
5.437 
5.609 
5.987 
5.968 
5.601 
5.287 


5.567 
5.451 


Granu- 
lated. 


6.475 
6.812 
6.262 
6.132 
6.140 
6.437 
6.220 
6.142 
6.600 
6.592 
6.187 
6.050 


6.296 
6.171 


Differ- 
ence. 


0.787 
0.687 
0.765 
0.648 
0.70S 
0.9H8 
0.783 
0.533 
0.613 
0.624 
0.626 
0.763 


96° 
centrif- 
ugal. 


5.276 
5.590 
5.200 
3.516 
3.250 
3.375 
3.357 
3.424 
3.428 
3.349 
8.485 
3.485 


0.709 
0.720 


I 


3.894 
3.863 


Granu- 
lated. 


5.980 
6.320 
6.968 
4.500 
4.326 
4.137 
4.265 
4.154 
4.337 
4.233 
4.137 
4.0?2 


4.698 
4^691 


Differ- 
ence. 


0.664 
0.780 
0.768 
0.984 
1.076 
0.762 
0.908 
0.730 
0.909 
0.884 
0.652 
0.581 


0.804 
0.828 


96° 

oentrif- 

ngal. 


June. 

July 

August 

September. 
October.... 
November 


8.123 
3.093 
3.232 
3.611 
3.470 
3.375 
December '    8.401 


Ycariy  averages 3. 311 


Granu- 
lated. 


3.980 
3.920 
4.222 
4.230 
4.220 
4.256 
4.190 
4.820 
4.862 
4.720 
4.630 
4.600 


4.346 


Differ- 
ence. 


0.504 
0.487 
0.916 
1.105 
1.130 
1.133 
1.097 
1.088 
1.251 
1.250 
1.255 
1. 999 


1.085 


1803. 


1894. 


96° 
centrif- 
ugal. 


3.470 
3.424 
3.443 
3.844 
4.118 
4.375 
4.170 
3.650 
3.740 
3.938 
8.170 
2.925 


3.688 


Granu- 
lated. 


4.600 
4.553 
4.534 
4.915 
5.110 
5.220 
5.257 
5.080 
5.080 
5.  OHO 
4.472 
4. '204 


4.842 


Differ- 
ence. 


1.130 
1.129 
1.091 
1.072 
0.992 
0.846 
1.087 
1.430 
1.340 
1. 142 
1.302 
1.279 


1.153 


96° 
centrif- 
ugal. 

Granu- 
lated. 

2.875 

8.983 

3.237 

4.114 

3.083 

4.102 

2.828 

3.978 

2.M4 

8.905 

8.094 

3.930 

3.136 

4.148 

3.437 

4.544 

3.760 

4.597 

3.6'25 

4.313 

8.500 

4.084 

3.-250 

3.755 

m    r «  •   *    •  •   a 

.t^'J.l. 

Differ- 
ence. 


1.058 
0.877 
1.019 
1.150 
1.061 
0.836 
1.011 
1.107 
0.847 
0.688 
0.534 
0.505 


..f 


A5 


1895. 


1896. 


96° 
centrif- 
ugal. 


Januar>' 

February 

March 

April 

May 

June 

AugtiilL!'!!!!!!!!!!!!!! 

Septemver 

Oetobir 

November 

December 


3.024 
3.054 
3.000 
3.000 
3.281 
8.311 
3.250 
3.280 
3.327 
3.578 
3.377 
562 


Granu- 
lated. 


8.740 
8.720 
3.835 
8.872 
4.411 
4.360 
4.  SCO 
4.268 
4.317 
4.432 
4.254 
4.442 


Differ- 
ence. 


0.716 

.666 

.885 

.872 

1.130 

1.139 

1.100 

.988 

.  wu 

.854 

.877 

.880 


*pa#f-^^ti^ 


96° 
centrif- 
ugal. 


3.800 
4.081 
4.162 
4.296 
4.125 
3.637 
8.359 
3.375 
3.092 
8.062 
3.300 
3.215 


Granu- 
lated. 


4.646 
4.685 
4.801 
5.148 
4.993 
4.684 
4.429 
4. 512 
4.412 
3.920 
4.117 
4.100 


Janoar)- 

February 

March.. 

April 

May 

June 

July 

Auguit 

September \ 

October 

November 

December 


/  j.ur-4^"^^ 


/    1898. 


Differ- 
ence. 


0.846 

.664 

.639 

.852 

.868 

.997 

1.070 

1.137 

1.320 

.858 

.817 

.885 


96° 
centrif- 
ugal. 

1897. 

(}ranu- 
lated. 

Differ- 
ence. 

1 

3.180 

4.040 

0.860 

3.220 

4.070 

.850 

8.273 

4.229 

.956 

3.387 

4.290 

.908 

8.280 

4.257 

.977 

8.494 

\AK\ 

.959 

8.625 

4.648 

1.028 

3.750 

4.7-20 

.970 

8.908 

4.824 

.916 

8.8-42 

4.807 

.965 

3.842 

4.720 

.878 

•1.07.» 

4. 870 

.791 

«                      /    ■! 

96^  cen- 
trifugal. 


4.120 
4.167 
4.087 
4.156 
4. -230 
4.-280 
4.125 
4.275 
4.812 
4.237 
4.411 


Granu- 
lated. 


4.920 
4.960 
4.852 
5.009 
5.097 
5.080 
5.080 
5.094 
..5.118 
4.740 
4.888 
i.817 


Differ- 
ence. 


0.800 
.793 
.765 
.853 
.867 
.800 
.965 
.819 
.836. 
.503 
.477 
.4-26 


^•^'T«r^   .;^ 


96°  cen- 
trifugal. 


4.290 


,331 
384 
Ml 

(117 
151 

r»30 

387 
4.310 
4.260 
4.250 


4. 

4. 
4. 
4. 
4. 
4. 
4. 
4. 


Granu- 
lated. 


/ 


4.706 
4.7-20 
4. 8-20 
4. 9-20 
ft.OMO 
r>.  190 
5.  -210 
5.137 
4.889 
4.796 
4.795 
4.795 

4^u} 


Differ- 
ence. 


0.416 
.889 
.436 
,379 
.424 
.573 
.756 
.607 
.609 
.485 
.535 
.546 
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II. — English  prices  of  sugar 

RAW-JAVA  AFLOAT,  NO.  15  AND  16  D.  S.,  UNITED  KINGDOM  TERMS. 
[Wlllett  A,  Gmy's  Weekly  Statistical  Sugar  Trade  Journal,  January  4, 1900.] 


January . . 
February . 

March 

April 

May 

June 

July 

August . . . 
September 
October. . . 
November 
December 


1881. 


5.78 
5  72 
5.61 
5.72 
5.97 
6.11 
6.16 
5.89 
5.83 
5.88 
5.95 
5.95 


1882. 


5.72 
5.51 
5.66 
5.67 
5.78 
5.72 
5.61 
5.56 
6.78 
6.61 
5.45 
5.40 


1888. 


5.24 
5.18 
5.16 
5.56 
5.50 
5.47 
5.34 
5.29 
5.28 
5.29 
5.16 
5.04 


1884. 


4.85 
4.63 
4.63 
4.36 
8.82 
4.06 
8.76 
8.65 
8.49 
3.16 
8.44 
8.16 


1885. 


3.06 
3.11 
3.32 
3.32 
3.38 
4.09 
8.96 
3.66 
8.96 
8.87 
8.76 
8.87 


1886. 


8.71 
8.51 
8.88 
8.27 
8.88 
2.94 
2.97 
2.89 
2.89 
8.00 
2.86 
8.00 


1887. 


2.97 
2.94 
2.78 
2.94 
2.97 
2.92 
8.02 
8.02 
8.11 
8.05 
8.24 
8. 79 


1888. 


8.82 
P.67 
8.44 
8.40 
8.38 
8.35 
3.46 
8.43 
3.60 
8.49 
8.49 
8.71 


1889. 


3.78 
8.57 
3.71 
4.15 
5.18 
5.18 
5.45 
4.80 
8.65 
8.88 
8.16 
8.82 


January... 
February  . 

March 

April 

May 

June 

July 

August.... 
September 
October . . . 
November 
December. 


1890. 

1891. 

1892. 

1896 

1894. 

1896. 

1896. 

1897. 

1886. 

8.27 

8.27 

3.54 

3.67 

3.38 

2.48 

2.81 

2.61 

2.46 

3.22 

8.24 

8.46 

8.60 

8.83 

2.40 

2.95 

2.42 

2,37 

3.27 

3.41 

8.46 

8.60 

8.88 

2.40 

8.06 

2.40 

2.87 

3.22 

8.44 

8.44 

8.79 

8.36 

2  51 

8.00 

2.40 

2.40 

8.24 

3.33 

8.38 

4.09 

8.26 

2.66 

8.00 

2.29 

2.62 

3.19 

8.27 

8.86 

4.25 

2.94 

2.66 

2.84 

2.29 

2.70 

8.19 

8.88 

8.33 

4.36 

2.94 

2.51 

2.62 

2.26 

2.67 

8.27 

8.27 

8.83 

8.87 

2.89 

2.66 

2.54 

2.29 

2.61 

3.44 

3.24 

8.38 

8.65 

8.06 

2.56 

2.61 

2.40 

2.59 

8.88 

8.27 

8.86 

8.71 

2.89 

2.70 

2.35 

2.40 

2.66 

8.83 

8.88 

8.38 

8.44 

2.62 

2.81 

2.40 

2.32 

2.37 

8.24 

3.65 

8.57 

3.38 

2.66 

2.75 

2.69 

2.84 

2.64 

1 899. 


2.56 
2.45 
2.56 
2.62 
2.78 
2.84 
2.78 
2.75 
2.70 
2.54 
2.46 
2.46 


REFINED— TATE'S  CUBES. 


January 

February , 

March 

April 

May 

June 

July 

Atigrost 

September 

October 

Novem  ber 

December 


1881. 


7.42 
7.20 
6.98 
6.96 
7.14 
7.20 
7.09 
7.09 
7.09 
7.09 
7.31 
7.20 


1882. 


7.20 
6.87 
6.87 
6.92 
7.08 
7  14 
7.09 
7.09 
6.98 
6.98 
6.92 
6.76 


1888. 


6.76 
6.65 
6.76 
6.96 
6.92 
6.76 
6.54 
6.65 
6.48 
6.82 
6.82 
6.21 


1884. 


6.06 
6.00 
5.78 
6.78 
5.45 
5.46 
5.28 
5.18 
5.02 
4.68 
4.58 
4.47 


1885. 


4.47 
4.47 
4.63 
4.47 
4.63 
5.23 
5.02 
4.80 
4.86 
4.80 
4.80 
4.91 


1886. 


1887. 


6.02 
4.76 
4.68 
4.68 
4.69 
4.36 
4.41 
4.36 
4.36 
4.36 
4.86 
4.26 


4.14- 

4.14 

4.09 

4.14 

4.09 

4.09 

4.20 

4.14 

4.26 

4.20 

4.36 

4.80 


XoBo. 


4.86 
4.64 
4.68 
4.47 
4.58 
4.47 
4.68 
4.58 
4.73 
4.58 
4.68 
4.80 


1889. 


4.69 
4.69 
4.75 
5.18 
6.00 
5.83 
6.82 
5.78 
5.28 
4.80 
4.47 
4.58 


1890. 


1891. 


1892. 


1896. 


1894. 


1895. 


1896. 


1897. 


1898. 


1899. 


January 4.36  4.36  4.69  4.58  4.47  8.38  3.82  3.33  3.33  8.88 

February 4.25  4.26  4.58  4.63  4.36  8.38  3.98  3.83  3.22  8.88 

March 4.41  4.47  4.68  4.53  4.86  8.38  8.98  3.33  3.22  8.27 

April 4.81  4.47  4.58  4.80  4.25  8.27  3.92  3.33  8  22  3.83 

May 4.41  4.86  4.41  5.18  4.14  8.44  8.92  8.33  8.88  8.54 

June 4.25  4.86  4.86  5.13  4.03  3.49  3.71  8.83  3.38  8.52 

July 4.14  4.41  4.86  5.86  4.03  8.38  8.60  8.27  8.88  8.49 

August 4.81  4.58  4.86  5.18  4.08  8.44  8.49  8.16  8.27  8.48 

September 4.81  4.47  4.41  4.80  8.92  8.44  8.88  8.26  8.33  8.46 

October 4.14  4.41  4.81  4.80  3.71  3.82  3.33  8.16  8.83  8.44 

November 4.14  4.41  4.58  4.68  3.60  3.76  3.33  8.16  8.38  8.44 

December 4.20  4.69  4.89  4.58  8.49  3.71  8.38  3.16  8.46  8.38 
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DIFFERENCE  BETWEEN  TATfi*8  CUBES  AND  JAVA  AFLOAT.  UNITED  KINGDOM. 
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JnaoMij.. 

Mweh.... 

April 

Miiy 

June 

July 

August ... 
September 
October... 
November 
December 


Iffil. 

1882. 

1888. 

1884. 

1MV. 

1MH6. 

1887. 

1888. 

1.64 

1.48 

1.52 

Lao 

L42 

LSI 

L17 

LOS 

1.48 

L86 

1.47 

L87 

L86 

L24 

Lao 

L07 

1.S7 

1.81 

L60 

L15 

L21 

L20 

LSI 

1.09 

1.26 

1.25 

1.42 

L42 

L15 

LSI 

1.20 

L07 

1.20 

1.26 

1.42 

L68 

L25 

LSI 

L12 

L15 

1.09 

1.42 

1.29 

L42 

L14 

L42 

L17 

L12 

0.98 

1.48 

L20 

L47 

L04 

L44 

L18 

L12 

1.20 

1.58 

La6 

L58 

L14 

L47 

L12 

L15 

1.26 

1.20 

1.20 

L58 

0.87 

L47 

L15 

LIS 

1.26 

1.87 

1.08 

L42 

0.98 

L86 

L15 

L09 

1.36 

L47 

L16 

L14 

L04 

L50 

L12 

L09 

1.25 

1.86 

1.17 

LSI 

L04 

L26 

LOl 

LOO 

1889. 


Juraary... 
February . 
llArch  .... 

fiS?::::::: 

June 

July 

August . . . . 
September 
October... 
Norember 
December. 


1890. 

1891. 

1892. 

1898. 

1894. 

1895. 

1896. 

1897. 

1898. 

LOO 

LOO 

L15 

LOl 

LOO 

0.90 

LOl 

0.82 

0.87 

LOS 

LOl 

L12 

LOS 

LOS 

0.98 

LOS 

0.91 

0.85 

L14 

L06 

L12 

0.97 

0.98 

0.98 

0.92 

0.93 

0.85 

1.09 

LOS 

L14 

LOl 

0.89 

0.76 

0.92 

0.93 

0.82 

L17 

LOS 

LOS 

L04 

0.88 

0.88 

0.92 

L04 

0.76 

LOS 

LOO 

LOO 

0.88 

LOO 

0.98 

0.87 

L04 

0.68 

0.95 

Loe 

LOS 

0.99 

LOO 

0.87 

0.98 

LOl 

0.66 

L04 

L26 

LOS 

Las 

L14 

0.88 

0.95 

0.87 

0.76 

0.87 

L2S 

LOS 

L15 

0.87 

0.88 

0.87 

0.86 

0.74 

0.76 

L14 

0.95 

LOO 

0.82 

L12 

0.98 

0.76 

0.77 

0.81 

LOS 

Lao 

L14 

0.96 

0.95 

0.93 

0.84 

LOl 

0.96 

L04 

L12 

L20 

0.93 

0.96 

0.74 

0.82 

0.82 

a96 
Lia 

L04 
0.96 
0.87 
0.70 
0.87 
0.96 
LM 
L42 
LSI 

Las 


1809. 


0.82 
0.88 
0.71 
0.71 
0.81 
0.68 

o.n 

0.74 
0.76 
0.90 
0.98 
0.92 


III. — Oerman  and  Atutrian  prices  of  sugar, 

GERMAN  BEET  ROOT  (RAW  SUGAR),  88  PER  CENT  ANALYSIS,  PROMPT  F.  O.  B.  HAMBURG; 
GERMAN  AND  AUSTRIAN  GRANULATED,  FIRST  MARKS  QUALITY,  F.  O.  B.  HAMBURG. 

[From  WlUett  and  Gray's  Weekly  Statistical  Sugar  Trade  Journal,  January  4, 1900. J 


1889. 

1890. 

1891. 

1892. 

1898. 

1894. 

18B5. 

1896. 

1897. 

1896. 

1899. 

January: 

Qraniilated 

8.65 
3.01 

3.11 
2.52 

S.SO 
2.70 

8.60 
8.22 

8.68 
8.12 

3.22 
2.74 

2.21 

L87 

2.78 
2.84 

2.46 
2.01 

2.40 
2.04 

2.40 

Raw 

2.06 

niffer^»p<*f>  -  - ,  -  r -  -  - 

.64 

.69 

.60 

.38 

.56 

.48 

.34 

.44 

.45 

.36 

.84 

February: 

Qranuiftted , . , , 

3.54 
3.01 

S.U 
2.55 

8.82 
2.82 

8.68 
8.14 

3.68 
8.12 

8.24 
2.76 

2.40 
2.08 

2.89 
2.56 

2.43 
L96 

2.36 
L98 

2.44 

Raw 

2.18 

TWfferanW*    r  ...    r   r  r  ......   r  ..  . 

.53 

.56 

.50 

.64 

.56 

.48 

.87 

.88 

.47 

.38 

.81 

March: 

Rniinnlated . 

8.65 
3.22 

8.22 
2.70 

8.44 
2.98 

8.67 
8.08 

8.67 
8.05 

8.19 
2.78 

2.89 
2.00 

2.97 
2.68 

2.29 
L92 

2.41 
2.03 

2.41 

Raw 

2.11 

Difference 

.43 

.62 

.46 

.49 

.52 

.41 

.89 

.29 

.87 

.88 

.80 

April: 

4.22 
3.79 

8.16 
2.59 

8.88 
8.  OS 

8.41 
2.89 

8.90 
3.49 

8.16 
2.72 

2.86 
2.02 

8.00 
2.70 

2.32 
L96 

2.89 
1.97 

2.50 

Raw 

2.21 

Difference 

.43 

.57 

.85 

.52 

.41 

.44 

.84 

.80 

.86 

.42 

.29 

Hay: 

Granulated 

Raw 

5.  IS 
4.65 

3.32 
2.72 

S.S2 
2.90 

8.24 
2.79 

4.22 
3.96 

8.00 
2.52 

2.58 
2.18 

2.96 
2.67 

2.82 
L94 

2.41 
2.02 

2.78 
2  45 

Difference 

.48 

.60 

.42 

.45 

.26 

.48 

.45 

.81 

.38 

.89 

.28 
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III. — German  and  Ausirian  prices  oftuffor — Conthiued. 

GERMAN  BEET  ROOT  (RAW  SUGAR),  88  PER  CENT  ANALYSIS,  PROMPT  P.  O.  B.  HAMBURG; 
GERMAN  AND  AUSTRIAN  GRANULATED,  FIRST  MARKS  QUALITY,  F.  O.  B.  HAMBURG— 
Continued. 


• 

1889. 

1890. 

1891. 

1892. 

1893. 

1894. 

1896. 

1896. 

1897. 

1896. 

1809. 

Jnne: 

Granulated 

Raw 

6.18 
4.87 

3.27 
2.68 

8.27 
2.89 

3.41 
2.86 

4.33 
8.95 

2.96 
2.58 

2.63 
2.18 

2.74 
2.30 

2.32 
1.89 

2.60 
2.12 

2.73 
2.41 

Difference 

.81 

.69 

.88 

.55 

.38 

.88 

.46 

.44 

.43 

.38 

.32 

July: 

Granulated 

6.28 
4.94 

3.27 
2.68 

8.24 
2.89 

3.86 
2.82 

4.60 
3.96 

2.97 
2.66 

2.64 
2.11 

2.62 
2.17 

2.88 
1.86 

2.37 
2.03 

2.68 

Raw 

2.26 

Difference 

.32 

.59 

.86 

.63 

.62 

.41 

.53 

.46 

.48 

.84 

.82 

Augiifjt: 

Granulated 

Raw 

6.02 
4.28 

3.88 
2.97 

8.30 
2.93 

3.41 
2.81 

4.86 
3.53 

2.96 
2.46 

2.88 
2,16 

2.69 
2.16 

2.30 
1.85 

2.10 
2.04 

2.73 
2.37 

Difference 

.74 

.41 

.87 

.60 

.83 

.60 

.72 

.43 

.45 

.36 

.86 

September: 

Granulated 

4.09 
3.01 

3.52 
3.04 

3.30 
2.92 

3.60 
3.05 

4.00 
8.15 

3.19 
2.62 

2.62 
2.07 

2.41 
1.97 

2.43 
l.W 

2.51 
2.08 

2.64 

Raw 

2.19 

Difference 

1.08 

,48 

.88 

.55 

.85 

.57 

.55 

.44 

.49 

.43 

.45 

October: 

Granulated 

4.09 
2.72 

3.49 
2.77 

3.82 
2.89 

3.52 
2.88 

3.95 
3.19 

2.84 
2.21 

3.00 
2.36 

2.83 
1.91 

2.33 
1.89 

2.56 
2.09 

2.48 

Raw 

2.06 

Difference 

1.37 

,72 

.43 

.64 

.76 

.63 

.64 

.42 

.44 

.47 

.42 

November: 

Granulated 

3.16 
2.55 

3.44 
2.72 

8.35 
2.89 

3.68 
8.06 

3.38 

2.88 

2.62 
2.17 

2.69 
2.29 

2.36 
1.99 

2.29 
1.85 

2.62 
2.09 

2.56 

Raw 

1.98 

Difference 

.01 

.72 

.46 

.60 

.60 

.46 

.40 

.37 

.44 

.43 

.58 

December: 

Granulated 

3.27 
2.63 

3.30 
2.71 

3.49 
3.23 

3.62 
3.02 

3.24 
2.74 

2,60 
2.14 

2.70 
2.29 

2.37 
2.00 

2.37 
1.96 

2.82 
2.21 

2.54 

Raw 

1.96 

Difference 

• 

.64 

.69 

.26 

.60 

.60 

.86 

.41 

.37 

.41 

.31 

.69 

The  German  Btigare  shown,  both  raw  and  refined,  are  of  somewhat  poorer  quality 
than  the  American  sugars.  The  margin  between  them,  other  things  equal,  would 
be,  perhaps,  not  quite  so  great  as  that  between  the  American  raw  and  renned.  The 
fact  that  It  is  so  much  less  is  due  in  part,  doubtless,  to  the  German  bounty  on  the 
exportation  of  refined  sugar.  It  is  also  probable  that  the  cost  of  refining  in  Germany 
is  somewhat  less  than  here,  and  that  under  normal  conditions  the  Germans  are 
satisfied  with  a  somewhat  smaller  profit. 

The  effect  of  the  sugar  combination  upon  prices  of  sugar  can  perhaps  be  moet 
readily  seen  from  the  course  of  line  C,  which  represents  the  perpendicular  distance 
between  lines  B,  representing  96°  centrifugjil  sugar,  and  line  A,  representuie  granu- 
lated sugar,  both  of  them  wholesale  prices  in  the  New  York  markets.  The  distance, 
then,  of  C  from  the  bottom  of  the  chart  represents  the  cost  of  refining,  including 
selling  cost,  plus  the  profits.  The  line  c  in  the  same  way  represents  the  English  cost 
of  refining,  plus  the  profits,  it  being  remembered,  however,  that  the  English  refined 
sugar  is  of  a  somewhat  higher  graae  than  the  American  granulated.  The  line  c,  it 
will  be  noted,  ran  somewhat  above  1  cent  a  pound,  perhaps  on  an  average  between 
a  cent  and  a  quarter  and  a  cent  and  a  half,  from  1880  to  1887,  the  time  of  the  forma- 
tion of  the  sugar  trust  in  the  United  States.  There  seem^  to  be  no  lowering  in 
this  English  margin  during  the  years  1883  to  1887.  From  the  beginning  of  1888  on 
to  1894  this  line  seems  to  have  lowered  slightly,  but,  on  the  whole,  to  have  remained 
about  the  same.  From  1894  to  date  there  seems  to  have  been  again  another  lower- 
ing, the  line  representing  on  the  whole  since  that  date  something  less  than  1  cent  a 
pound. 

On  the  other  hand,  line  C  shows  that  during  the  years  from  1883  to  1887  there  had 
been  a  very  decided  lowering  in  this  mai^in  in  the  United  States,  owing,  of  course,  to 
\igorous  competition  among  the  independent  refiners.    From  the  testimony  given  by 
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the  witnesses,'  this  competition  was  so  very  destrac-tive  in  its  nature  that  a  lai^ge  per- 
centi^  of  the  American  refiners — 18  out  of  about  40 — had  faileii. 

In  1887  the  trust  was  formed.  The  margin  was  immediateiy  raised  more  than  half 
a  cent  a  pound,  at  times  even  fully  I  cent  a  pound.  During  the  two  years,  1888  and 
18^,  when  one  takes  into  account  the  lessened  cost  of  manufacture  that  came  from 
the  organization  of  the  combination,  one  may  fairly  judge  that  the  trust  made  enor- 
mous profits. 

The  margin  fell  again  in  the  latter  part  of  1889.  This  was  owing  to  the  fact  that 
Iftrse  competing  refineries,  especially  those  built  by  Glaus  Spreckels  at  Philadelphia, 
haa  entered  the  field.*  For  rather  more  than  two  years,  while  this  vigorous  compe- 
tition continued,  the  margin  fell  back  to  a  point  substantially  as  low  as  had  existed 
before  the  formation  of  the  trust  In  February,  1892,  the  trust  bought  up  the  com- 
peting refineries  and  the  margin  was  at  once  put  back  to  the  non-competitive  height 
From  the  years  1892  to  1898  this  margin  remained,  relatively  speaking,  high,  with, 
as  will  be  noted,  a  slight  gradual  lessening,  owing  presumably  to  the  improvements 
in  refining  and  the  consequent  lessened  cost. ^'^hroughout  all  these  years,  with  the 
exception  of  the  time  when  there  existed  vigorous  competition  between  the  trust  and 
the  Spreckels  refineries,  it  will  be  noted  that,  on  the  whole,  there  was  a  close  cor- 
respondence between  the  English  margin  and  the  American,  the  changes  in  the  duty 
upon  sugars  having  apparently  only  a  slight  temporary  effect  upon  this  maiyin, 
although  the  removal  of  the  auty  on  raw  sugar  by  the  McKinley  tariff  affected  very 
decidedly  the  price  of  sugar  to  consumers. 

In  the'  latter  part  of  1898  vigorous  competition  against  the  American  Sugar  Refin- 
ing Company  (tne  reoiganized  trust)  began  on  the  part  of  Arbuckle  Brothers,  Glaus 
D^her  and  others.  Prices  were  immediately  cut  so  that  the  mar|||;in  lx*tween  raw 
and  refined  sugar  has  fallen  again  very  decidedly.  Instead  of  standing  from  75  cents 
to  $1  per  hundred  pounds,  as  had  been  the  case  most  of  the  time  during  the  3  or  4 
years  preceding,  it  has  remained  during  the  last  year  at  but  a  little  above  50  cents, 
and  at  times  haa  been  even  below  that.' 

This  study  of  the  chart,  then,  especially  when  we  compare  the  American  with  the] 
English  ana  German  mai^n,  shows  clearly  this:  The  su^r  combination  has,  beyond | 
question,  had  the  power  of  determining  for  itself,  within  considerable  limits,  what 
the  price  of  sugar  should  be,  low  or  high,  with  or  without  competitors,  although 
when  there  hafll)een  competition,  it  has  chosen  to  cut  prices  to  drive  out  its  rivals 
rather  than  to  run  the  risk  of  letting  them  gradually  take  its  market  on  account  of^ 
its  high  prices. 

During  about  9  of  the  12  years  which  have  passed  since  the  organization  of  the 
trost  the  margin  between  raw  and  refined  sugars  has  been  (xinsiderably  higher 
than  it  was  for  3  years  before  the  trust  was  organir^ed,  and  than  it  has  been  during 
the  3  years  when  there  has  been  vigorous  competition. 

The'  combination  forced  the  fighting  so  severely  against  Mr.  Spreckels  as  a  com- 
petitor that  he  was  apparently  ^lad  to  sell  out  after  about  2  ycSars.  The  present 
contest  between  the  trust  and  its  opponents  has  continued  for  alx)ut  a  year  and  a 
half  and  at  present  shows  no  sign  of  ending  but  this,  that  with  perhaps  the  exception 
of  Arlxickle  Bros,  the  opposition  refineries  are  run  at  far  below  their  full  ca})acity, 
and  presumably  are  making  practically  no  profits.^ 

The  chart  seems  to  show  also  that  the  trust  has  had  very  little  if  an^  effect  toward 
stea^lvdng  prices.  The  fiuctuations,  both  in  the  price  of  sugar  and  in  the  margin, 
seem  to  be  fully  as  great  since  the  combination  was  formed  as  Ix^fore,  and  to  be  rather 
greater,  on  the  whole,  than  the  fiuctuations  in  the  English  or  the  (rerman  market 

The  assertion*  that  the  price  of  sugar  would  have  l)een  higher  if  it  had  not  been 
for  the  formation  of  the  trust  seems  to  have  a  partial,  but  only  a  partial,  juHtification 
in  the  chart  The  chart  does  make  it  perfectly  clear  that  during  periods  of  the  most 
vigorous  competition  the  sugar  refiners  were  aoing  their  work  on  a  very  low  margin. 
The  lai^  number  of  refineries  that  went  into  Imnkruptcy  before  the  formation  of 
the  trust  seems  to  show  clearly  that  the  margin  was  ruinously  low.  While  it  is 
probably  for  the  economic  advantage  of  the  country  that  the  weakest  competitors  Ije 
loroed  out  of  business  from  time  to  time,  it  can  hardly  be  considered  for  the  benefit 
of  the  country  that  competitors  of  substantially  equal  strength  carry  competition  so 
i»T  that  all  are  running  at  a  loss,  and  that  a  large  percentage  of  them  go  into  bank- 
raptcy.  When  competition  is  so  fierce,  the  inevitable  fesult  would  be  that,  as  Mr. 
Post  says,*  the  few  who  survive  would  be  able,  owing  to  the  lessened  supply,  to 

, ,    I, .  -  -  —  ■  ■       ■»—         ■■   I       ■    ■■       ■■     ■  ■         ■    ■■■   ■  m--         ■* . .^ — — — ^— *^— — ^^^-K — ^.-^...^_^^.^^.^__ 

iHavemeyer,pp.l07-109-.  Atkins,  p.  811:  Post,  p.  105;  Thurber,  pp.  6, 16, 22. 

*  Hay^meyer,  p.  107. 

sHavemeyer,  pp.  107-109, 186;  Doscber,  pp.  88-96;  Jarvle,  pp.  138-142;  Post,  pp.  148, 149. 

*  Post,  pp.  150, 153.  »  Post,  p.  166.  «  P.  166. 
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put  pric(»  at  coDflideTably  above  normal  competitive  rates,  and  would  be  encouraged 
to  do  8o  because  they  ooold.  not  well  sapply  the  demand.  Such  a  course  of  pro- 
cedure would  thus  le^  inevitably  to  very  great  fluctuations  in  prices  from  those 
abnormally,  not  to  say  ruinously  low,  to  those  abnomially  hi{^h. 

On  the  other  hand,  while  there  does  seem  to  be  this  partial  justification  for  the 
claim  that  the  trust  has  lowered  the  price  of  susar  on  the  whole  beyond  what  it 
would  have  been  had  the  combination  never  been  formed,  the  relative  steadiness  of 
the  English  maigin  at  a  point  which,  in  the  main,  seems  lower  than  ours,  consider- 
ing the  higher  grade  of  English  refined  sugar,  as  well  as  the  exceedingly  high  mai^gin 
found  frequentiv  in  the  United  States  since  the  organization  of  the  trust,  would  seem 
to  show  that  tne  {)rice  of  sugar  in  this  countrv  nas  probably,  on  the  whole,  been 
rather  higher  than  it  would  have  been  imder  what  might  be  called  reasonable  com- 
petitive rates,  and  certainly  considerably  higher  than  it  would  have  been  under 
conditions  of  competition  such  as  have  existed  during  the  last  two  years. 

A  still  further  fact  which  leads  to  the  same  conclusion  is  that  Mr.  Havemeyer,  the 
president  of  the  American  Sugar  Refining  (Company,  seems  unwilling  to  concede  that 
the  cost  of  refining  is  as  low  as  his  competitors  assert.  Mr.  Jarvie^  says  that  with  a 
maigin  of  from  50  to  60  cents  sugar  can  be  refined  without  Iobb.  Mr.  Doscher ' 
aerees,  saying  that  it  can  be  done  without  loss  when  the  maigin  is  50.  Mr.  Post  * 
places  the  margin  somewhat  higher,  but  concedes  that  a  large  ^tablishment  like  the 
trust  would  have  an  advanta^  of  from  3  to  5  cents  a  hundred  in  refining.  Mr. 
Havemeyer,^  on  the  other  hand,  puts  50  cents  a  hundred  as  the  bare  cost  of  refining, 
and  declares  that  24  cents  more  at  least  must  be  added  on  account  of  the  waste  in 
raising  sugar  from  96°  to  100°,  the  polariscope  test  of  the  refined,  thus  making  the 
maigin  necessary  for  profit  some  75  cents  a  hundred,  instead  of  from  50  to  60. 
Apparently  he  thinks  it  wise  to  reckon  in  some  interest  on  investment  with  the  cost, 
which  the  other  witnesses  seem  not  to  have  done.  He  admits  that '  *  no  great  damage 
is  done ''  when  the  margin  is  at  75  cents.  There  is  a  profit  if  all  is  in  good  working 
order. 

Another  point  which  is  to  be  considered,  although  it  is  one  which  is  scarcely 
noticeable,  or  noticeable  only  in  certain  special  cases,  on  the  chart,  is  this,  that  in 
order  to  secure  the  same  profits  the  maigin  between  raw  and  refined  sugar  snould  be 
slightly  greater  when  the  price  of  raw  sugar  is  high,  inasmuch  as  the  loss  of  weight 
is  a  more  expensive  waste.  If,  for  example,  with  raw  sugar  at  $3  a  hundred  there 
were  a  7  per  cent  waste,  let  us  say,  in  refining,  this  loss  would  amount  to  21  cents  a 
hundred;  while  if,  with  the  same  7  per  cent  waste,  the  price  of  raw  sugar  were  $4  a 
hundred,  the  waste  would  amount  to  28  cents.  We  see,  therefore,  that  in  order  to 
make  the  same  profit,  the  margin  should  be  7  cents  a  hundred  more  in  the  second 
case  than  in  the  first.  The  witnesses  speak  of  unusually  vigorous  competition  and 
a  consequent  low  margin  each  year  from  December  to  March  while  the  Louisiana 
crop  is  being  refined  and  marketed,  but  this  does  not  appear  with  any  regularity. 

On  the  whole,  the  chart  seems  to  make  it  perfectly  evident  that  the  sugar  com- 
bination has  raised  the  price  of  refined  sugar  beyond  the  rates  in  vosue  during  the 
period  of  active  competition  before'  the  formation  of  the  Sugar  Trust  ana  the  two  com- 
petitive periods  during  its  existence.  We  can  perhaps  hanlly  judge  so  accurately  as 
to  what  miffht  have  happened  had  the  combination  not  been  formed,  but  the  price 
has  probably  been  somewhat  raised,  although  there  is  doubtless  some  force  in  the 
amiment  of  Mr.  Post  to  the  contrary. 

The  chart  does  not  give  us  any  information  regarding  the  effect  of  the  sugar  com- 
bination Upon  the  price  of  raw  sugar.  That  seems  to  follow  in  the  main,  as  would 
be  expected,  the  fluctuations  in  the  prices  of  raw  sugar  in  both  England  and  Germany, 
with  the  decided  differences  that  we  should  expect  at  times  from  the  effect  of  our 
tariff.  It  does,  however,  show  some  remarkable  fluctuations.  The  advance  in  prices 
in  1888  and  1889  was  due  principally  to  a  shortage  in  European  beet  crops  and  m  the 
Cuban  cane  crop,  which  led  to  wild  speculation  in  Europe.  It  is  probable,  as  several 
of  the  witnesses  testifled,  that  owing  to  its  peculiar  strength  as  a  buver  of  raw  sugar 
the  trust  is  able  to  depress  the  price  slightly,  perhaps  ^ota,  cent,*  but  this  is  not 
enough  to  be  clearly  shown  on  the  chart.  It  is  probable,  too,  and  this  in  fact  seems 
to  appear,  that  whenever  there  c6mes  a  decided  drop  in  the  price  of  raw  sugar  the 
trust  nas  been  able  to  delay  slightly,  though  only  for  a  brief  time,  the  correspond- 
ing drop  in  the  price  of  refined;  while  on  the  other  hand,  increase  in  the  price  of 
raw  is  attended  almost  immediately  by  an  increase  in  the  price  of  refined,  the  trust 
thus  being  able  to  hold  itself  for  its  own  advantage,  to  a  slight  degree,  independent 
of  market  conditions. 


1  P.  189  «  Pp.  88,  98,  97.  3  Pp.  150,  151.  *  P.  112,  »  Post,  p.  168. 
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WHI8KY.» 

A  study  of  the  line  ahowii^  the  diffeienoe  between  the  price  of  the  raw  materia], 
per  bushel,  and  that  of  the  amount  of  the  finished  prodact,  spirits,  derived 
one  bushel  of  com,  shows  nothing  else  so  clearly  as  the  very  great  flactua- 
in  this  maigin.  The  price  of  com,  of  coarse,  owmg  to  variations  of  crop  and 
nrioos  factors  which  determine  demand,  fluctuates  greatly.  At  present — as  was 
ease  at  one  time  earlier  while  the  Distilling  and  Cattle  Feeding  Company  was  in 
hands  of  a  receiver,  General  McNulta — ^the  price  of  spirits  is  based  directly  upon 
of  com,  so  that  the  fluctuations  correspond  in  the  main;  but  for  most  of  the 
~  represented  on  the  chart  this  is  not  true.' 
jBnring  the  years  1881  to  1887  various  pools  were  formed  among  distillers,  most  of 
lasted  less  than  a  year.  The  chart  shows  clearly  that  during  the  existence  of 
pool  the  prices  of  alcohol  were  kept  up  and  the  profits  were  correspondinf^ly 
.  -  When,  nowever,  the  pool  suspended,  profits  fell  to  a  minimum,  the  margins 
tlesB  often  being  below  the  cost  of  manufacture.  At  the  formation  of  the  trust 
1987  prices  were  cut  for  a  time  in  order  to  force  competitors  into  the  organization, 
;  within  a  few  months  prices  w^ere  raised  and  profits  became  very  large.  These 
its  stimulating  competition,  however,  it  became  necessary  again  at  the  be^nning 
1989  to  cut  prices  very  decidedly  in  order  to  force  rivals  into  the  combmation. 
^r  some  two  or  three  years  after  this  prices  and  profit]  were  kept,  on  the  whole, 
hi^h;  but  in  1892  and  1893  a  period  of  speculation  led  to  very  startling  sudden 
m  prices  and  corresponding  changes  in  profits  so  far  as  sales  were  actually 
It  was  of  course  true  that  at  many  times  the  sales  were  very  small. 
I  While  the  chart  attempts  to  show  the  prices  without  the  rebates,  which  were  paid 
\  wholesalers  during  the  years  1890  to  1895,'  as  well  as  the  quoted  market  prices, 
can  not  be  entirely  sure  of  the  accuracy  of  the  chart  in  this  regard,  inasmuch 
has  been  impossible  to  secure  with  absolute  certainty  the  dates  of  the  various 
chanses.  The  chart  is,  however,  not  far  out  of  the  way  if  at  all. 
e  tiierormation  of  the  American  Spirits  Manufacturing  Company  in  1895,  while 
business  has  been  somewhat  more  staole  than  during  the  last  years  of  the  Distilling 
Oftttle  Feeding  Company,  at  no  time  until  very  latelv  has  the  combination  had 
tete  enough  control  of  the  market  to  be  sure  of  steaay  prices  and  corresponding 
It  will  be  noticed,  however,  that  for  the  last  year  and  a  half  conditions 
IT^  on  the  whole,  been  much  mord  favorable  for  the  combination  than  before,  it 
mng  more  nearlv  secured  the  control  of  the  market. 
le  chart  as  a  whole  would  seem  to  show  that  the  whisky  combinations  have  been 
to  hold  prices  and  profits  high  only  for  short  periods,  inasmuch  as  they  have 
9t  invariably  attempted  to  overreach  and  secure  too  high  profits.  They  ma v 
prices  stable  for  a  few  months,  but  when  the  changes  do  come  they  are  much 
radical  and  much  more  disturbing  to  the  trade  than  would  be  the  changes, 
ively  speaking  slight,  which  would  come  under  the  r^me  of  free  competition. 
Aeoorain^  to  the  testimony  of  the  President  of  the  Distilling  Company  of  America 
^  ^  one  of  its  directors,  the  combination  has  finally  adopted  the  policy  of  com  para- 
low  profits  but  invariably  secure  ones.  It  remains  to  be  seen  whether,  for  the 
ct  two  or  three  years,  it  will  be  able  to  carry  out  this  policy,  which  from  the  point 
view  of  the  combination,  if  it  is  managed  on  business  principles  and  not  for  the 
of  speculation,  is  a  wise  one.^ 

PETROLEUM.* 

In  oonsidering  the  chart  showing  the  prices  of  crude  and  refined  petroleum, 
m  should  be  called  to  the  fact  that  the  prices  of  refined  oil  incluoe  the  value 

[^Tteflniregnpcm  which  this  cluirt  is  based  are  to  l>c  found  on  pp.  815-817.    The  prices  of  spirits 
efe  denved  from  the  reports  of  the  Peoria  Board  of  Trnde,  and  are  trust  prices  at  that  point.    The 
B  of  com.  derived  from  the  same  source,  is  No.  2  corn  at  Chicago,  the  oasis  which  Is  at  present 
br  the  Distilling  Company  of  America  in  fixing  its  price  for  spirits. 
iVir the  last  few  months  the  prices  of  spirits  have  been  lumisned  by  the  Distilling:  Company  of 
iiaeriea,  and  the  price  of  com  by  the  Secretary  of  the  Chicago  Board  of  Trade. 
I'MeHulta,  p.  209;  Rice,  pp.  848,  847. 
l"Claric  p.  171;  McNulta.  p.  207. 
I  *  Bkc,  pp.  845, 847;  Bradley,  m>.  814,  815,  827. 

^The  pnces  for  crude  and  refined  oil  for  export  hare  been  taken  from  the  Derrick's  Handbook  on 

n,  with  the  exception  of  those  for  the  last  few  months,  which  have  been  famished  by  the 

-»«wu  Oil  Company,  llie  prices  of  Standard  White  illuminating  oils  at  New  York.  Chicago  and  Cln- 

inati.  have  been  famished  by  the  Standard  Oil  Company.    Prices  were  given  in  bulk,  and  2^  cents 

r  gallon  was  added  for  the  cost  of  the  barrel.    This  cost  of  the  barrel  would  of  course  vary  slightly 

It  the  rale  of  2|  cents  per  gallon  is  one  that  is  laid  down  in  the  Handbook  of  Petroleum,  and  is 

>bably  a  fair  general  average.    The  prices  of  export  oils  at  Bremen  were  taken  from  the  Hand  book 

the  earlier  period,  and  for  the  last  few  months  nave  been  fnrafahed  by  the  3UAdard  Oil  Company. 
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of  barrels,  while  the  prices  of  cmde  oil  cover  nothing  but  the  oil  itself, 
in  accordance  with  the  nsnal  system  of  quoting  these  prices. 


Thisis 


1,— Prices  per  gallon  of  refined  export  oil  at  Nete  York  and  crude  oU  at  Oil  City, 

and  the  difference  between  them. 


1866. 

1867. 

1868. 

1869. 

1870. 

1871. 

1872. 

1878. 

1874. 

1875. 

1876. 

January: 

Renncid 

67.87 
11.90 

81.00 
4.46 

24.75 
4.64 

84.12 
13.69 

51.37 
10.78 

04.62 
9.62 

22.37 
9.58 

22.12 
6.65 

13.50 
3.16 

12.87 
2.56 

14.12 

Crude  

4.25 

Difference 

46.97 

26.64 

20.11 

20.43 

20.59 

15.10 

12.79 

16.47 

10.34 

9.81 

9.87 

February: 

Refljied 

48.62 
10.47 

28.25 
4.41 

25.00 
5.»i 

36.37 
15.60 

29.87 
11.01 

26,12 
10.  T3 

21.76 

8.87 

19.62 
6.24 

16.00 
4.62 

14.00 
8.60 

14.25 

Crude  

4.79 

Difference 

88.15 

23.84 

19.64 

20.77  1  18.86 

14.39 

12.88 

14.88 

10.48 

10.40 

9.46 

March: 

ReAned 

40.87 
8.93 

27.50 
4.17 

25.75 
6.19 

32.12 
14.28 

27.00 
10.24 

24.12 
10.12 

22.62 
8.67 

19.00 
5.00 

14.87 
4.28 

16.00 
8.88 

14.50 

Crude  

4.98 

Difference 

31.94 

23.33 

19.56 

17.84 

16.76 

14.00 

14.06 

14.00 

10.59 

11.12 

9.57 

AprU: 

Refined 

40.12 
9.40 

27.00 
4.64 

26.25 
7.02 

32.25 
13.67 

26.50 
10.12 

23.25 
9.41 

21.75 
8.40 

20.00 
6.83 

15.62 
4.66 

13.87 
3.82 

14.00 

Crude  

4.58 

Difference 

80.72 

22.36 

19.23 

18.68  1  16.38 

13.84 

13.86 

14.17 

10.96 

10.56 

9.47 

May: 

Reflncd 

43.00 
11.00 

26.75 
5.59 

29.62 
8.75 

31.60 
12.73 

27.50 
10.78 

24.62 
10.89 

28.87 
9.28 

19.75 
6.96 

13.87 
2.74 

12.87 
2.78 

14.12 

Crude  

4.54 

Difference 

82.00 

21.16 

20.87 

18.77 

16.72 

13.78 

14.09 

13.80 

11.18 

10.09 

9.58 

June: 

Refined 

41.87 
8.33 

24.75 
4.52 

31.87 
10.30 

81.00 
11.90 

27.00 
10. 12 

26.75 
10.95 

23.00 
9.43 

19.00 
6.18 

12.87 
2.82 

12.62 
2.67 

14.75 

Crude •.... 

4.84 

Difference 

83.44 

20.23 

21.07 

19.10 

16.88 

14.80 

13.67 

13.82 

10.06 

4.96 

9.91 

July: 

Refined 

39.50 
7.14 

30.87 
6.25 

34.25 
12.09 

32.25 
12.80 

26.00 
9.05 

26.76 
11.48 

22.87 
8.76 

18.12 
4.81 

12.12 
2.40 

11.50 
2.06 

16.87 

Crude  

6.45 

Difference 

32.36 

24.62 

22.16 

19.46 

16.95 

14.32 

13.62 

13.81 

9.?2 

9.46 

11.42 

August: 

Refined 

44.37 
8.93 

29.25 
7.50 

33.00 
10.30 

82.50 
13.10 

25.00 
7.55 

24.37 
10.53 

22.87 
8.27 

16.50 
3.19 

11.75 
2.38 

11.26 
2.17 

19.87 

Crude  

6.54 

Difference 

85.44 

21.75 

22.70 

19.40 

11. 4S) 

13.84 

14.10 

13.31 

9.37 

9.08 

13.33 

September: 

Refined 

44.62 
10.72 

31.75 
8.08 

31.00 
9.28 

32.25 
13.10 

26.12 
8.27 

24.12 
10.83 

24.12 
7.60 

16.50 
8.04 

12.12 
2.32 

12.75 
8.10 

26.00 

Crude  

9.06 

Difference 

83.90 

23.67 

21.72 

19.15 

17.85 

13.29 

16.62 

13.46 

9.80 

9.05 

16.94 

October: 

Refined 

40.62 
8.08 

34.50 
8.68 

30.00 
9.82 

82.87 
13.22 

24.37 
7.68 

23.75 
11  ♦18 

26.00 
9.94 

16.25 
2.95 

11.76 
2.06 

14. 12 
3.22 

26.00 

Crude  

7.8ft 

Difference 

32.54 

25.82 

20.18 

19.65 

16.69 

12,57 

16.06 

13.30 

9.67 

10.90 

18.14 

November: 

Refined 

35.75 
7.38 

27.50 
6.07 

30.87 
8.82 

34.00 
13.81 

23.00 
7.79 

— f 

2a  37 
9L76 

27.00 
10.85 

14.12 
2.56 

10.75 
1.73 

13.00 
3.18 

26.25 

Crude  

7.92 

Difference 

28.37 

21.43 

22.05 

20.19 

15.21 

12.61 

16.66 

11.56 

9.02 

9.82 

18.88 

December: 

Refined 

31.25 
4.64 

24.75 
4.46 

82.75 
10.12 

• 

81.12 
12.19 

28.00 
8.09 

23.00 
10.35 

26.00 
7.83 

13.50 
2.32 

11.25 
2.08 

12.75 
8.82 

29.  S7 

Crude  

9  01 

Difference 

26.61 

20.29 

22.68 

18.93 

14.91 

12.65 

18.17 

11.18 

9.17 

9.48 

20.86 

1 


I 
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I.— Prices  of  refined  export  oil  at  New  Yorky  crude  oil  at  OH  City,  and  the  <^fferenee 

between  them — Continued. 


* 

1877. 

UTTS. 

1879. 

1880. 

7.87 
2.68 

1881. 

1882. 

1883. 

1884. 

1886. 

1886. 

7.76 
2.10 

1887. 

Jumaiy: 

Refined 

24.00 
8.40 

12.12 
8.44 

9.00 
2.45 

9.25 
2.27 

7.00 
1.96 

7.76 
2.20 

9.37 
2.66 

7.75 
1.69 

R  76 

Grade 

1  69 

Difference 

15.60 

8.58 

6.55 

6.24 

6.96 

5.02 

6.56 

6.72 

6.06 

6.65 

5.06 

Ftebrutry: 

Refined 

18.62 
6.38 

12.26 
3.96 

9.37 
2.83 

7.87 
2.46 

9.26 
2.14 

7.87 
2.08 

7.87 
2.41 

9.12 
2.50 

7.76 
1.74 

7.62 
1.91 

6  62 

Cniie 

1  h\ 

Difference 

12.24 

8.30 

7.04 

6.41 

7.11 

5.34 

6.46 

&62 

6.01 

5.71 

5.11 

Uarch: 

Refined 

16.00 
6.37 

U.62 
3.79 

9.25 
2.06 

7.75 
2.13 

8.50 
1.98 

7.37 
1.93 

8.00 
2.32 

8.60 
2.80 

8.00 
1.91 

7.37 
1.84 

r>  62 

Crnde 

1  51 

Difference 

9.63 

7.83 

7.20 

6.6.£ 

6.52 

5.44 

6.68 

6.11 

6.09 

5.53 

5.11 

Aprfl: 

Refined 

15.75 
6.18 

11.87 
3.26 

9.12 
1.87 

7.62 
1.83 

7.75 
2.01 

7.37 
1.87 

8.26 
2.21 

8.62 
2.34 

7.87 
1.88 

7.37 
1.76 

6  62 

Grade 

1  54 

Difference 

9.57 

8.11 

7.25 

6.79 

5.74 

5.50 

6.04 

6.28 

6.99 

6.61 

5.08 

May: 

Refined 

14.50 
5.33 

11.25 
8.22 

8.60 
1.80 

7.62 
1.91 

8.00 
1.95 

7.60 
1.67 

7.87 
2.36 

8.60 
2.04 

7.76 
1.89 

7.26 
1.66 

6  75 

Crude 

1  63 

Diflerenci! 

9.17 

8.03 

6.70 

5.71 

6.06 

5.83 

5.61 

6.46 

6.86 

5.59 

6.22 

June: 

Refined 

13.76 
4.64 

11.26 
2.71 

7.80 
1.64 

9.62 
2.89 

8.12 
1.94 

7.50 
1.30 

8.00 
2.79 

8.12 
1.64 

8.00 
1.96 

7.12 
1.60 

6  62 

Grade 

1.49 

Difference 

9.11 

8.54 

5.86 

7.23 

6.18 

6.20 

5.21 

6.48 

6.04 

5.62 

6.18 

ioly: 

Refined 

13.87 
6.26 

10.75 
2.36 

6.75 
1.66 

9.87 
2.41 

7.87 
1.89 

6.76 
1.37 

7.62 
2.57 

7.87 
1.51 

8.25 
2.30 

7.00 
1.67 

6.50 

Crude 

1.41 

Difference 

8.12 

8.40 

6.09 

7.46 

6.04 

6.38 

6.05 

6.36 

5.96 

6.48 

6.09 

August: 

Refined 

13.62 
6.88 

10.87 
2.40 

6.62 
l.GO 

9.00 
2.16 

7.76 
1.88 

6.87 
1.40 

7.87 
2.69 

8.00 
1.93 

8.37 
2.39 

6.75 
1.48 

6.50 

Crude 

1.48 

Difference 

7.74 

8.47 

6^02 

6.84 

6.87 

6.47 

5  28 

6.07 

6.96 

6.27 

6.07 

September 

Refined 

14.50 
6.68 

10.25 
2.06 

6.87 
1.65 

10.62 
2.28 

8.00 
2.20 

7.60 
1.69 

8.12 
2.68 

7.87 
1.86 

8.37 
2.40 

6.62 
1.51 

6.75 

Crude  

1.60 

Difference 

8.82 

8.19 

5.22 

8.84 

6.80 

5.81 

6.44 

6.01 

6.97 

5.11 

6.15 

October: 

Refined 

14.62 
6.34 

9.62 
1.96 

7.60 
2.10 

12.00 
2.81 

7.76 
2.21 

8.00 
2.23 

8.37 
2.66 

7.87 
1.69 

8.50 
2.61 

6.75 
1.56 

6.76 

Crude  

1  68 

Difference 

9.28 

7.66 

6.40 

9.69 

5.54 

6.77 

6. 72 

6.18 

6.99 

6.20 

5.07 

November: 

Refined 

13.25 
4.56 

9.12 
2.14 

8.00 
2.61 

10.50 
2.18 

7.50 
1.97 

8.25 
2.73 

8.76 
2.78 

7.87 
1.78 

8.50 

2.48 

6.87 
l.?2 

7.00 

crude 

1.76 

Difference 

8.69 

6.98 

6.49 

8.32 

6.53 

5.52 

6.02 

0.14 

6.02 

5.16 

6.24 

C^eoember: 

Refined 

13.12 
4.80 

9.62 
2.28 

8.02 
2.82 

9.60 
2.21 

7.12 
2.00 

7.62 
2.28 

9.12 
2.72 

7.75 
1.77 

8.00 
2.13 

6.87 
1.69 

7.26 

Crude  

1.90 

Difference 

8.82 

7.34 

6.80 

7.29 

6.12 

6.34 

6.40 

6.98 

6.87 

6.18 

6.86 

83a— FT  1- 
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I.— iVicw  o/  refined  export  oil  at  New  Yorky  crude  oil  ai  Oil  CUy,  and  the  difference 

beiween  them — Continued. 


• 

1889. 

1890. 

1891. 

1892. 

1893. 

1894. 

1896. 

1896. 

1897. 

4898. 

1899. 

Jantuur: 

Renned 

7.76 
2.17 

7.00 
2.05 

7.50 
2.60 

7.42 
1.76 

6.46 
1.49 

6.83 
1.27 

6.15 
1.90 

6.87 
2.85 

7.86 
3.47 

6.13 
2.10 

5.40 
1.50 

7.48 

Crude 

2.78 

Difference 

5.58 

4.96 

6.00 

5.66 

4.96 

4.06 

8.26 

8.42 

4.88 

4.06 

3.90 

4.65 

February: 

Refined 

7.75 
2.14 

7.12 
2.12 

7.60 
2.50 

7.48 
1.85 

6.42 
1.43 

5.30 
1.37 

5.16 
1.91 

6.00 
2.42 

7.85 
3.81 

6.26 
2.16 

5.60 
1.61 

7.40 

Crude 

2.74 

Difference 

5.61 

6.00 

5.00 

5.63 

4.99 

3.93 

3.24 

8.68 

4.04 

4.11 

3.89 

4.66 

March: 

Refined 

Crude 

7.75 
2.23 

7.00 
2.16 

7.25 
2.13 

7.81 
1.77 

6.82 
1.37 

6.84 
1.66 

6.16 
1.96 

6.75 
2.66 

7.40 
3.18 

6.86 
2.19 

5.82 
1.87 

7.84 
2.69 

Difference 

5.52 

4.84 

5.12 

6.64 

4.96 

3.79 

3.20 

4.20 

4.22 

4.17 

3.95 

4.66 

April: 

Refined 

Crude 

7.87 
1.93 

0.87 
2.09 

7.12 
1.97 

7.18 
1.69 

6.10 
1.88 

5.52 
1.63 

6.15 
2.01 

9.12 
4.22 

7.00 
2.92 

6.13 
2.05 

5.67 
1.76 

7.05 
2.69 

Difference 

5.14 

4.78 

5.15 

5.49 

4.72 

3.89 

3.14 

4.90 

4.08 

4.06 

3.91 

4.36 

May: 

Refined  

7.50 
2.07 

6.87 
1.98 

7.26 
2.11 

7.20 
1.66 

6.06 
1.85 

5.20 
1.40 

5.16 
2.06 

8.20 
8.88 

6.75 
2.82 

6J23 
2>^ 

6.01 
1.96 

6.99 

Crude. 

2.69 

Difference 

5.43 

4.89 

5.14 

5.64 

4.71 

3.80 

3.10 

4.42 

3.93 

4.17 

4.05 

4.30 

June: 

Refined 

7.12 
1.81 

6.87 
2.03 

7.12 
2.12 

7.18 
1.62 

6.00 
1.29 

5.21 
1.44 

5.15 
2.10 

7.83 
3.69 

6.86 
2.78 

6.14 
2.06 

6.16 
2.07 

7.20 

Crude 

2.70 

Difference 

5.31 

4.84 

5.00 

5.61 

4.71 

3.77 

3.05 

4.24 

4.12 

4.09 

4.09 

4.50 

July: 

Refined 

7.25 
1.92 

7.25 
2.26 

7.12 
2.12 

7.02 
1.58 

6.00 
1.25 

6.15 
1.87 

6.15 
1.98 

7.65 
3.45 

6.66 
2.60 

6.87 
1.85 

6.26 
2.22 

7.61 

Crude 

2.92 

Difference 

5.33 

4.99 

5.00 

6.44 

4.76 

3.78 

8.17 

4.20 

3.95 

4.02 

4.04 

4.69 

August: 

Refined 

7.62 
2.06 

7.25 
2.04 

7.26 
2.12 

6.70 
1.52 

6.08 
1.31 

6.18 
1.40 

5.15 
1.98 

7.10 
2.96 

6.65 
2.50 

6.75 
1.69 

6.44 
2.32 

7.82 

Crude 

8.04 

Difference 

5.56 

5.21 

6.18 

5.18 

4.77 

3.78 

8.22 

4.12 

4.16 

4.06 

4.12 

4-78 

September: 

Refined 

7.75 
2.23 

7.12 
2.05 

7.87 
1.96 

6.42 
1.39 

6.10 
1.29 

6.16 
1.54 

6.16 
1.98 

7.10 
2.98 

6.86 
2.68 

5.74 
1.66 

6.63 
2.42 

8.68 

Crude 

8.44 

Difference 

5.52 

5.07 

5.42 

6.08 

4.81 

3.61 

8.17 

4.12 

4.17 

4.08 

4.21 

5.19 

October: 

Refined  

7.62 
2.16 

7.12 
2.41 

7.60 
1.91 

6.45 
1.44 

6.08 
1.22 

5.15 
1.68 

6.16 
1.97 

7.10 
2.98 

6.90 
2.74 

5.55 
1.61 

7.21 
2.69 

9.00 

Crude 

8.60 

Difference 

5.46 

4.71 

5.59 

5.01 

4.81 

3.47 

3.18 

4.12 

4.16 

3.94 

4.62 

5.40 

November: 

Refined  

7.25 
2.04 

7.60 
2. 68 

«50 
1.72 

6.40 
1.41 

5.80 
1.23 

5.15 
1.76 

6.16 
1.97 

7.88 
8.41 

7.15 
2.76 

6.40 
1.55 

7.35 
2.77 

9.40 

Crude 

8,76 

Difference 

5.21 

4.92 

6.78 

4.99 

4.57 

3.39 

3.18 

4.47 

4.40 

3.85 

4.58 

5.65 

December: 

Refined  

7.25 
2.12 

7.50 
2.48 

7.25 
1.60 

6.44 
1.41. 

5.46 
1.27 

6.16 
1.87 

6.61 
2.17 

7.77 
3.42 

6.35 
2.33 

6.40 
1.55 

7.42 
2.79 

9.85 

Crude 

4.18 

Difference 

5.18 

5.02 

6.66 

6.03 

4.18 

3.28 

• 

3.44 

• 

4^85 

4.02 

• 

3.85 

4.68 

5.72 
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IL— Standard  whiU  iOuminaiin^;  oiU  at  New  York  dhf^  Chicago^  iS.,  and  Cmcmnaiiy 
Okioj  during  lad  gix  monlhg,  1899y  and  at  New  York  for  the  years  lS9f-1894i  the  prices 
on  page  547  being  inaccurale  for  these  years  as  furnished  in  the  first  instanoe, 

[For  earlier  prices  see  page  647.    Add  24  cents  per  gallon  for  cost  of  barrels,  as  indicated  in  diagram.] 


Month. 

Ddiverles 

at  New 
York  City. 

l>eIiTeries 

at 
Chicago. 

Deliveries 

at 
Cincinnati. 

July 

4-27 
4.84 
4.98 
6.01 
6.64 
6.00 

8.72 
8.79 
4.59 
4.79 
6.84 
6.70 

8*68 

Aognst 

8.67 

Smtnatm* 

4.52 

Oetober 

4.66 

Kownber ______  ^ .. , , .  . 

6.16 

6.52 



Average  for  year  18S 

19 

4-58 

4.88 

4.11 

Year. 

Jan. 

Feb. 

Mar. 

Apr. 

May. 

June. 

July. 

Aug. 

• 

Sept 

Oct. 

Nov. 

Dec. 

Yearly 
aver- 
sge. 

192 

3.61 
3.87 
3.45 

2.91 
2.80 
8.64 

4.46 
2.83 
3.02 

8.46 
3.68 
8.90 

8.88 
8.71 
8.44 

8.66 
3.83 
3.68 

8.66 
8.80 
8.71 

8.66 
8.63 
8.71 

8.58 
3.86 
3.86 

8.59 
8.82 
3.fiO 

8.46 
3.88 
3.58 

2.91 
8.82 
3.62 

3.86 

IttS 

8.36 

1S94 

3.59 

III. — Bremen  refined  export  oil  prices, 
[Cents  per  gallon,  including  package.] 


1879. 

1880. 

1881. 

1882. 

1888. 

1884. 

1885. 

1886. 

1887. 

1888. 

1880. 

Janiiary .                  

12.38 
13.09 
12.67 
12.42 
12.08 
10.66 
10.10 
10.10 
10.38 
1L05 
10.94 
10.98 

10.89 
10.10 
10.28 
10.18 
9.86 
10.53 
13.45 
13.09 
14.85 
16.20 
18.90 
12.96 

12.29 
12.60 
11.68 
11.09 
10.77 
11.01 
10.70 
10.68 
11.40 
11.06 
10.84 
10.06 

10.00 

10.38 

10.06 

9.89 

9.96 

9.78 

9.51 

9.54 

10.18 

10.77 

10.88 

10.48 

10.46 
10.46 
10.63 
10.70 
10.89 
10.60 
10.89 
10.66 
11.26 
11.87 
11.59 
11.85 

12.08 
11.26 
10.62 
10.70 
10.52 
10.28 
10.52 
10.87 
11.80 
10.45 
10.88 
10.28 

9.98 

9.89 

10.06 

9.98 

9.96 

10.10 

10.66 

10.73 

10.66 

10.59 

10.52 

10.00 

9.96 
9.79 
9.60 
9.16 
8.98 
8.94 
8.91 
8.73 
8.80 
8.80 
9.30 
9c  82 

9.26 
8.66 
8.36 
8.38 
8.88 
8.45 
8.45 
8  88 
8.59 
8.88 
9.40 
10.18 

11.40 

10.36 

10.00 

9.12 

9.20 

9.16 

9.86 

10.88 

11.80 

11.18 

10.94 

10.77 

10.00 

Febmsjy 

9.09 

Msich 

8.84 

April 

8.70 

May :: 

9.28 

Jane 

9.50 

Jnly 

10.03 

Aogiut 

10.10 

9.78 

Oetober 

9.72 

November 

10.21 

Dftcember        a 

10.13 

1890. 

1891. 

1892. 

1896. 

1894. 

1895. 

189 

6. 

1897. 

1 

tBd. 

1899. 

Jannarj 

9.86 
9.68 
9.44 
9.83 
9.61 
9.50 
9.80 
9.86 
9.26 
9.19 
0.02 

9.19 
9.80 
8.98 
8.98 
0.02 
8.96 
8.88 
8.83 
8.59 
8.45 
8.56 

8.80 
9.02 
9.02 
8.78 
8.41 
8.06 
8.17 
8.46 
8.62 
8.88 
8.06 
7.78 

7.71 
7.58 
7.86 
7.82 
7.04 
6.79 
6.72 
6.58 
6.80 
6.12 
6.23 
6.56 

6.88 
6.79 
6.76 
6.86 
6.97 
6.97 
6.79 
6.62 
6.72 
6.83 
6.88 

7.21 

7.82 

8.84 

18.88 

11.22 

9.96 

9.44 

8.94 

8.66 

8.70 

10.08 

8.49 
8.35 
8.32 
8.08 
8.03 
8.46 
8.84 
9.02 
9.40 
9.61 
9.15 

8.10 
8.10 
8.08 
7.82 
7.75 
7.88 
7.56 
7.25 
7.14 
7  14 
7.04 

6.79 
8.10 
7.47 
7.36 
8.08 
8.41 
8.63 
8.88 
9.05 
9.44 
9.68 
9.61 

9.68 

February 

9.61 

Mareh.. 

9.36 

April 

8.70 

Msy ..:::::::...:.. 

8.70 

June 

9.02 

July 

9.89 

August 

9.96 

Se^ember 

10.66 

Oi^ober 

11.11 

November 

11.48 

Decwnbcr 

8.88 

8.70 

6.8S 

\ 

9  A 

0 

8. 

86 

4 

r.04 

11.71 
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It  will  be  noted  that  the  i)rice  of  export  oil  at  Bremen  is  regularly  above  the  pria 
not  merely  of  that  same  quality  of  oil  in  this  country,  but  even  of  the  higher  gradt 
standard  white  illuminating  oil.     For  a  brief  time  in  1893  the  New  York  price  stooc 

above  the  Bremen   price.     The  independents  claim  that  the  very  low  price  ii 

Germany  during  tha/t  year  resulted  from  an  attempt  to  prevent  their  getting  a  iootT^ 
hold  in  the  German  market.  ?W 

It  will  be  noted  that  the  prices  of  oils  in  New  York,  Chicago,  and  Cincinnati  wtizil 
charted  on  a  scale  five  times  greater  than  that  of  the  main  chart.  This  has  l)een  don<P 
in  order  to  show  the  difference  in  prices  between  the  three  different  markets  undeT^' 
consideration.  On  the  whqle,  the  price  of  oil  in  New  York  stands  somewhat  abovfr-*-. 
that  in  either  of  the  other  "two  cities,  New  York  being  somewhat  further  removeq^^. 
from  the  oil  fields,  while  the  prices  at  Cincinnati  are  lowest. 

The  rapid  and  decisive  fall  m  the  price  of  refined  oil  in  New  York  in  1896,  it 
claimed,  was  due  to  the  competition  of  the  Pure  Oil  Company.    In  March  it  put  sol 
wagons  there  selling  oil.     Prices  dropped  very  rapidlv  until,  as  Mr.  Lee  says,  the; 
were  below  cost.    Mr.  Archl)old  makes  a  somewhat  dinerent  statement  of  the  figure 
and  points  to  the  fact  that  the  crude  oil  was  rapidlv  falling.    The  chart  shows  al 
that  prices  in  both  Chicago  and  Cincinnati  fell  in  like  proportion,  if  not  even  mo 
rapidly,  at  the  same  tifne.     The  Pure  Oil  Company  began  exporting  oil  to  German} 
in  October,  1896,  with  apparently  somewhat  better  facilities  than  the  independents 
ha<l  had  before,  which  may  possibly  account  in  part  for  the  rather  rapid  fall  of  oil 
in  Germany  at  al)out  that  time,  although  crude  oil  was  also  falling. 

While  there  is  a  general  correspondence  between  the  figures  in  these  differenf 
markets,  there  are  nevertheless  special  fluctuations  in  each  market,  which  seem 
be  largely  independent  of  fluctuations  in  the  others. 

If  we  take  the  chart  as  a  whole,  and  note  the  margin  between  the  price  of  cnid« 
and  refined  petroleum  represented  by  the  line  B,  we  shall  see  that  this  man?in  low 
ere<l  very  much  more  rapidly  during  the  early  years  of  the  industry  than  of  late- 
This,  of  course,  is  to  be  expected,  as  methods  of  production  are  much  more  rapid! 
improved  during  the  early  years  of  an  industry  than  later. 

There  has  been  more  or  less  of  an  association  among  the  oil  refiners  who  havc*^- 
made  the  »Standard  since  1872.  This  did  not,  however,  in  the  earlier  years  seeiH^. 
materially  to  affect  this  margin,  which  kept  steadily  decreasing  until  1879  or  1880.  TIm^ 
Standard  Oil  Trust  was  formed  in  1882.  From  that  time  on  for  a  iiericxl  of  eight  o.  " 
nine  years  it  is  noticeable  that  there  is  only  a  slight  decreaw*  in  the  margin.  FroorWi 
1891  until  1898  the  margin  seems  to  havel)een  steadily  nearly  or  quite  a  cent  loweLiI 
than  for  the  period  preceding.  But  the  i)eriod  of  the  smallest  margin  seems  to  haw  ^ 
l)een  in  the  years  1893  and  1894.  "^■• 

Of  late  years,  according  to  the  testimony  of  several  refiners,^  there  has  l)een  a  verj-^. 
deci<lod  increase  in  the  value  of  the  bv-products,  the  profits  fn)m  the  by-product»^ 
IxMng  apparently  equal  to  those  from  illuminating  oil.  Under  these  circumstances  irir 
was  pernaps  to  Ixj  expected  that  the  price  of  refined  petroleum,  as  compared  witlrf^ 
that  of  crude,  would  have  lessened  still  more  than  has  been  the  case.  During  th< 
last  2  years  there  has  l)een  a  decided  increase,  not  merely  in  the  price  of  refini 
petroleum,  but  also  in  the  margin  between  crude  and  refined.  For  the  last  year  ti 
higher  margin  in  to  be  at  least  partly  explained  by  the  added  cost  of  refining,  comij 
from  the  increase  in  cost  of  supplies.  For  example,  refineries  are  construct^  largely 
of  iron  and  deterioration  in  them  is  rapid.  The  price  of  iron  has  increased  consider 
ably  more  than  100  per  cent  during  this  period.  It  is  also  true  that  within  the  1 
year  there  has  been  an  increase  amounting  at  times  to  as  much  as  half  a  cent  j 
gallon  in  the  cost  of  packages  in  which  refined  oil  is  carried,  and  the  price  of  aci 
nas  also  increased.  These  facts  would  explain,  in  part  at  least,  the  increase  in  mai^ia 
so  that  the  profits  have  not  l)een  so  much  greater  than  they  were  before,  as  might 
be  inferred.  The  general  testimony  of  the  independent  refiners,  however,  seems  tcJ^i 
show  that  conditions  have  been  somewhat  easier  for  them  during  the  last  year  or  twc  i 
than  earlier,  and  the  large  dividends  of  the  Standard  Oil  Company  of  over  30  peT"^' 
cent  for  each  of  the  last  three  years  would  also  seem  to  indicate  that  profits  hav<^^: 
increased.  ^V 

Although  the  independent  oil  producers  have  said  much  about  the  arbitrary  actfi      ' 
of  the  Standard  in  fixing  the  prices  of  crude  oil,  the  greater  gei|eral  changes  seenT"**. 
to  have  been  due  to  the  changes  in  supply  brought  about  by  other  causes.    The  dis^^ 
covery  of  the  very  productive  fourth  sand  oil  wells  in  Butler  County,  Pa.,  only  abou^^ 
80  feet  under  the  third  sand  levels,  led  to  a  great  increase  in  production  and  the  con*^*** 
sequent  rapid  fall  in  price  noted  on  the  chart  in  1873  and  1874,*    Mr.  Lee'  claims  thai^/^ 
the  fall  of  the  preceding  two  years  was  brought  about  by  the  general  demoralizatioa 
in  the  business  caused  by  the  relations  of  the  railroads  with  the  South  Improvement'^ 
Company  and  its  successors.    But  that  year  was  also  the  panic  year.    The  checking^^ 

» Archbold,  p.  670;  Westgate,  p,  g^g;  Emery,  p.  627.  s  Lee,  p.  281.  »  P.  283.      ?/j?^ 
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of  the  flow  in  the  next  3  years  raified  the  price  again,  when  the  discovery  of  the  famous 
Bradford  fields  in  1876  led  to  the  great  decline  of  1877  and  1878.  Likewise  the 
depression  in  1891-1893,  thoogh  not  so  marked,  was  caused  by  the  discovery  of  the 
McDonald  field  in  AUeshen^  County,  with  some  of  the  largest  wells  ever  known  in 
this  coontry.  The  sudden  nse  in  1895  seems  to  have  been  due  to  the  discovery  of  the 
bet  that  the  amount  of  oil  on  hand  and  the  production  were  declining  very  rapidlv 
as  compared  with  the  demand,^  and  to  a  consequent  desire  to  get  sto<^  aheao.  It 
was  thought  that  some  of  the  refiners  had  sold  ahead,  and  that  the  advance  in 
erode  was  largely  arbitrary,  and  intended  to  overthrow  them.  At  any  rate  there  was 
urgent  demand  on  a  short  supply,  and  the  market  was  largely  s^culative  for  a  time. 
In  1897  another  decline  is  due  to  the  openins  of  the  West  Virginia  fields,  while  the 
present  rise  is  to  be  ascribed  to  another  decided  check  in  the  output,  which  is  clearly 
destined  to  grow  worse  unless  new  fields  are  discovered. 

TIN  PLATE.' 

The  most  striking  fact  which  appears  in  the  chart  is  the  very  rapid  increase  in  all 
prio«  during  the  year  1899 — steel  as  well  as  tin  plate. 


■  Production,  shipmaUs,  and  stocks  of  Pennsylvania  crude  oil  for  the  years  1899-1896, 

[Barrels  of  42  gallona.    Decrease  in  italics.] 


Total  pro- 
durtion. 

Total  ship- 
ments. 

Shipments  in 

excess  of 
production. 

Production 
in  excess  of 
shipments. 

Stocks  Dec.  31. 

Year. 

Barrels. 

Increase  or 
decrease. 

18K 

Barrds. 

33,332,306 

31,256,283 

30,(596,716 

30.881,868 

33,908,011 

Barrels. 

31,048,945 

86,471.900 

86,665,171 

82,262,352 

29,403,825 

Barrds. 

Barrels. 
2,283,361 

17,895,389 

12,  111,  183 

6,836,777 

5,161,905 

9,550,683 

\m 

5,216,617 
5,888,455 
1,370,484 

S,t8i,906 
6,77i,U)6 

i.nu.sjt 

«M 

m> 

im 

4,504,216 

4,388,678 

'On  this  chart  the  prices  of  steel  bUlets,  found  in  connection  with  the  steel  and  wire  chart,  liave 
been  taken  from  the  Iron  Age,  which  is,  perliaps,  as  trustworthy  as  any  single  authority  can  be.  The 
figures  may  be  compared  with  the  prices  of  the  Bellaire  Steel  Company  furDished  by  Mr.  Reid,  the 
Preddent  of  the  American  Tin  Plate  Company,  and  printed  on  pa^e  868. 

The  prices  of  tin  and  of  tin  plate  have  been  fumlsned  at  the  request  of  Mr.  Reid  by  Phelps,  Dodge 
i  Co.,  of  New  York  City,  while  Mr.  Beid  has  himself  given  as  nearly  as  was  possible  the  cost  of  labor 
oi  manufscturing  one  standard  box  of  tin  plate  (p.  868}.  The  prict>s  printed  below,  furnished  by  Mr. 
Griffiths,  one  of  the  opponents  of  the  tin-plate  combination,  giving  thu  coHt  of  the  material  used  in 
the  manufacture  of  a  100-pound  box,  will  prove  useful  for  comparison: 

Washington,  Pa.,  January  ts,  1900. 

Tbe  following  prices  for  material  represented  in  the  manufacture  of  tin  plate  is  taken  from  our 
books  during  the  months  designated: 


Price  qftinplateper  box,  lOOpounds,  lU  by  tO. 


1M6. 


Angwt 8S.m 

September 3.171 

October 8.15 

Horember 3.12* 

l»«eiiiber 8.00 

1897. 

January 3.00 

Ftbrusiy 8.00 


Karch 

p.::::: 

June 

July 

AoSQSt..., 
September 


2.87i 

2.90 

2.871 

2.90 

2.85 

2.85 

2.85 


1897— Continued. 

November 12. 85 

December 2. 75 

1898. 

January 2. 76 

February 2. 75 

March 2.75 

April 2.75 

May 2.75 

June 2.70 

July 2.65 

August 2.  G6 

September 2. 66 

October 2.66 

November 2. 66 


Price  paid  far  block  tin  per  100  pounds. 


1896. 


Jnly 113.66 

December 18.05 

1897. 

febmary 18.25 

Mwch 18.68 

iPril 18.55 

W 18.50 

Jane 18.65 

August 13.55 


1897— Continued. 

September 13.50 

November 13. 55 

1898. 

March 14.75 

April 14.60 

May 14.50 

July 15.65 

September 16.16 


Tin-plate  bais  from  July,  1886,  to  December  31, 1896,  were  922.75  per  ton;  from  January  1, 1897,  to 
July,  1897,  they  were  t20  yer  ton;  from  July,  1897,  to  November,  1898,  we  paid  $17.50  per  ton. 
moe  of  billets  ranged  irom  $L50  to  92  per  ton  less  than  bars. 

Wm.  H.  Grikkiths. 
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The  canseB  of  the  rapid  increaBe  in  the  price  of  steel,  the  chief  raw  material,  are 
perhap  many,  bat,  from  the  standpoint  of  the  manu&ctorers,  and  for  our  porpoees 
nere«  it  will  be  sufficient  to  say  that  the  enormous  increase  in  the  demand  lor  steel 
of  all  kinds  is,  perhaps,  to  be  considered  as  first  and  most  important  There  has 
been  during  the  last  year  a  decided  increase  in  the  demand  for  steel  rails,  not  merely 
for  the  building  of  new  railroads,  but  also  for  the  relaying  of  old  track  witii  heav- 
ier rails,  because  of  the  heavier  rolling  stock  now  used  on  the  most  important 
rctftds. 

Structural  steel  for  buildings  is  now  used  in  enormous  ouantitieBy  whereas  for  this 
purpose  its  use  was  almost  unknown  ten  years  ago.  Steel  bridges  on  railroads  and 
elsewhere  are  rapidly  displacing  all  the  wooden  bridges.  The  use  of  pressed  steel 
for  railroad  cars  is  almost  entirely  new.  Chairman  Gates,  of  the  American  Steel  and 
Wire  Company,  is  of  the  opinion  that  these  later  uses  of  steel  have  increased  the 
demand  for  that  article  within  the  last  2  or  3  years  by  more  than  the  total  output  of  steel 
for  the  whole  United  States  fifteen  or  twenty  years  ago.^  It  is,  in  all  probability,  dne 
to  this  enormous  demand  for  new  purposes  that  the  great  increase  m  its  price  has 
come  about.  The  increased  demand  for  steel  and  consequent  increased  price  has 
been  to  a  considerable  extent  reflected  in  the  prices  of  iron  ore  and  pig  iron,  in  the 
charges  for  the  transportation  of  ore,  and  in  the  higher  wages  of  labor.  This  increase 
in  the  price  of  steel,  which,  of  course,  is  the  chief  raw  material  in  the  manufaetare 
of  tin  plate,  of  neceeeity  has  forced  up  the  price  of  tin  plate. 

Tin,  as  will  be  especially  noticed  from  the  tables  printed  in  connection  with 
the  chart,'  has  increased  within  the  last  two  years  from  some  $14  a  hundred  to 
double  that  price.  Labor  also,  since  the  Ist  of  July,  when  the  new  arrangements 
were  made  with  the  Amalgamated  Association  of  Iron,  Steel,  and  Tin  Workers,  has 
increased  some  20  per  cent  on  the  average.'  The  diagram  shows  clearly  the  decided 
increase  in  all  of  these  costs. 

The  line  D,  representing  the  perpendicular  distance  between  the  lines  B  and  G, 
shows  the  cost  of  manufacture,  aside  from  the  labor,  which  is  included  in  B,  plus 
the  profit  in  manufacturing.  It  will  be  noted  that  from  the  beginning  of  1895  up 
to  the  middle  of  1897,  in  spite  of  one  decided  drop  in  the  latter  part  of  1896,  this 
difference  between  cost  and  selliiu;  price  remained  somewhat  above  $1,  say  $1.10  to 
$1.20  a  box.  About  the  middle  of  1897,  there  was  a  decided  decline  in  price,  which, 
with  slight  variations,  continued  until  October,  1898.  Before  the  organization  of  the 
American  Tin  Plate  Company,  in  December,  1898,  there  had  been,  in  October,  a 
decided  increase  in  the  price  of  tin  plate,  and  the  increase  had  been  more  than  pro- 
portionate to  the  increase  in  the  price  of  the  raw  material,  which  had  advanced  as 
early  as  July.  It  was,  of  course,  known  to  most  of  the  tin-plate  manufacturers  that 
the  combination  would  probably  be  formed,  and  presumably  the  different  establish- 
ments had  already  stopped  in  part  the  most  vigorous  competition.  This  increase  in 
the  maiigin  between  the  cost  and  selling  price  continued  rapidly  until  March,  1899. 
From  that  time 'on  there  has  been  no  further  general  increase  in  the  margin, 
although  there  have  been  fluctuations. 

The  very  strong  demand  for  tin  plate  would  probabl  v  have  enabled  the  manuftu;- 
turers  to  increase  this  maigin,  even  if  the  combination  nad  not  been  made;  but  the 
union  of  practically  all  the  manufacturers  under  one  management  enabled'  them  to 
make  the  best  use  of  the  opportunity,  and  thus  the  mamn  was  put  back  to  substan- 
tially the  same  as  it  had  been  during  the  year  1896  and  uie  flrst  part  of  1897.  Since 
March,  1899,  however,  the  increase  in  the  price  of  American  tm  plate  has  not,  on 
the  whole,  been  more  than  the  increase  in  the  value  of  the  raw  material,  plus  the 
increase  in  labor  cost,  facts  which  were  testified  to  in  October  by  officers  of  the 
combination. 

The  course  of  events  seems  to  have  been  this:  The  price  of  steel  and  tin  was  advan- 
cing rapidly,  and  this  advance  would  naturally  tend  to  lower  the  maigin  between  the 
material  and  the  tin  plate.  For  the  three  months,  April,  May,  and  June,  the  price  of 
tm  plate  was  not  increased  and  the  margin,  in  consequence,  fell.  In  July  and  August 
the  price  of  tin  plate  was  increased  very  rapidly,  so  that  the  margin  was  put  rack 
nearly,  but  not  ouite,  as  high  as  in  March.  The  continued  increase  in  Uie  prices  of 
the  raw  material  in  September  lowered  the  margin,  while  a  temporary  decrease  in 
the  raw  material  in  October  raised  it  again.  Another  increase  m  the  price  of  the 
raw  material  lowered  it  again  in  November  and  December.  It  will  be  noted,  there- 
fore, that  on  the  whole  there  has  been  not  a  relative  increase  in  the  maipn,  bat 
rather  a  slight  decrease  since  last  March,  although  the  average  margin  is  considerably 
higher  than  at  any  time  during  the  year  1898  and  as  high  as  it  was  during  the  year 
896  and  the  early  part  of  1897.' 

1P.10S28  >P.868.  SP.MO. 


w 


-JOO 


eoo 


-  /.oo 


iy/<«  66  1 


tin>U8TBIAL  OOMBINATIOirS  AND  PBI0B8. 


55 


It  will  be  noted  here  also,  as  in  other  casee,  that  in  order  to  aecare  the  same  profit 
there  should  be  a  slightly  neater  maigin  when  the  prices  of  the  raw  materials  are 
high  than  when  they  are  low.  It  may  fairly  be  considered,  therefore,  other  things 
equal,  that  profits  since  March,  1899,  are  no  higher  but  are  rather  lower  than  they 
were  at  that  time,  even  though  the  price  of  tin  plate  has  very  decidedly  increased. 

The  chart  does  seem  to  show  that  the  combination  had  power  at  the  beginning  to 
praas  the  advantage  that  came  with  combination.  While  the  margin  may  be  at 
the  present  time  no  higher  than  it  was  in  1896,  it  is  perhaps  fair  to  assume  tnat  the 
cost  of  manuhcture  hasbeen  somewhat  lessened,  and  tnat^  in  consequence,  the  profits 
aze  now  rather  higher  than  they  were  before  when  the  margin  was  the  same. 

The  line  £  represents  the  imported  coke  tin  plate  laid  down  at  New  York,  duty 
paid  per  full  weight  box.  The  line  F  shows  the  same  thing,  exclusive  of  duty.  The 
distance,  then,  between  these  two  lines  represents  the  duty  and  the  average  rate  of 
freight  from  the  Welsh  port  to  New  York.  The  jprices  are  the  cost  of  importation  to 
the  jobbers  without  profit  The  McKinley  tarin  of  2.2  cents  per  pound  took  the 
place  of  the  preceding  tariff  of  1  cent  a  pound,  July  I,  1891.  It  is  noticeable,  how- 
ever, that,  antidpatu^  the  change,  the  price  of  tin  plate  had  advanced  nearly  a  year 
before,  so  that  when  the  act  takes  effect  despite  the  increase  in  the  price  of  imported 
tin  plate,  there  appears  a  drop  in  line  F.  The  lowering  of  the  duty  to  1.2  cents  per 
poond,  August  28, 1894,  is  shown  clearly  by  the  drop  in  Ime  £  from  September  to  Octo- 
Der.  The  drop  in  price,  however,  did  not  come  so  that  it  shows  decidedly  in  monthly 
prices  until  the  month  after  the  dutv  was  removed,  a  ^t  which  appears  in  the 
sodden  rise  and  fall  of  line  F.  The  change  from  1.2  cents  to  1.5  cents  per  pound  in 
the  Dingley  law,  taking  effect  July  24,  1^7,  it  will  be  noted,  was  also  anticipated 
some  six  months  in  the  increased  price,  as  shown  in  line  £,  and  the  apparent  drop 
in  line  F  when  the  act  legally  took  effect. 

STE£L  AND  WIRE.* 

In  this  chart,  also,  the  most  noticeable  fact  is  the  very  rapid  increase  in  all  prices 
dnring  the  year  1899.  This  increase  in  prices  is  to  be  chiefiy  ascribed  to  the  enormous 

I  The  prices  for  the  chart  showing  the  crude  and  finished  iron  and  steel  have  been  furnished  by  the 
editor  of  the  Iron  Age,  at  the  request  of  Mr.  Gates,  Chairman  of  the  American  Steel  and  >¥ire 
Oompany.  Prices  of  steel  billets  are  Pittsburg  prices;  those  of  barb  wire  are  those  at  mill;  those  of 
■nootb  wire  and  nails  are  New  York  prices.  In  this  chart  steel  billets  have  been  taken  as  the  raw 
material;  all  of  the  other  articles  may  be  considered  finished  products.  In  order  to  avoid  confusion 
of  Hnes,  only  E,  showing  the  margin  between  the  prices  of  the  crude  material  and  the  finished  prod- 
net,  wire  nails,  has  been  drawn.  In  like  manner,  lines  might  be  drawn  showing  the  maigiu  between 
the  price  of  steel  billets  and  the  prices  of  barb  wire  and  smooth  wire. 

Average  monthly  qitoUUioM  qf  stetl  biUds  at  PUitburg  per  gross  ton,  t,ew  pounds. 


1888. 

1889. 

1890. 

1891. 

1892. 

1898. 

1894. 

1895. 

1896. 

1897. 

115. 42 
15.25 
15.44 
14.60 
13.82 
14.06 
14.00 
14.00 
15.60 
16.44 
15.57 
16.00 

1896. 

1899. 

January 

Febraary 

March 

April 

129.25 
29.37 
29.12 
28.70 
28.25 
28.06 
28.00 
28.80 
29.00 
29.25 
29.00 
28.87 

128.12 
27.81 
27.25 
27.00 
26.90 
26.62 
27.12 
28.37 
20.40 
83.70 
34.00 
85.50 

996.65 
85.25 
81.87 
28.87 
27.65 
30.25 
80.70 
30.25 
80.12 
28.90 
27.87 
26.25 

126.60 
20.00 
26.25 
25.85 
25.50 
25.25 
25.50 
25.31 
25.00 
24.90 
24.16 
24.20 

125.00 
24.86 
28.00 
22.81 
22.41 
22.97 
23.60 
23.81 
28.65 
23.53 
24.94 
22.40 

•21.66 
21.62 
22.60 
22.44 
21.69 
21.70 
21.06 
20.45 
19.31 
18.06 
17.37 
16.69 

•16.12 
15.75 
16.66 
16.60 
18.00 
18.12 
18.00 
17.15 
17.19 
16.00 
15.57 
15.12 

•14.90 
14.96 
14.84 
15.44 
16.30 
18.63 
20.75 
21.75 
24.00 
21.90 
19.13 
16.97 

•16.80  X 
17.38 
17.09 
19.53 
19.60 
19.12 
18.85 
18.75 
19.75 
19.75 
20.00 
17.50 

•14.98 
15.06 
15.25 
15.06 
14.85 
14.65 
14.50 
15.85 
16.00 
15.66 
16.06 
15.80 

•16.62 
18.00 
24.30 
25.37 

iSy!:::::.:::: 

26.75 

Jone 

80.10 

July 

83.12 

August 

September 

October 

November 

December 

85.62 
88.37 
88.75 
86.50 
88.76 

Average  monthiy  quot/Uions  qf  smooth  wire,  per  lOO  pounds. 

Month. 

1895. 

1896. 

1897. 

1898. 

1899. 

Jfluinaiy 

•1.26 
1.25 
1.25 
1.29 
1.82 
1.26 
1.24 
1.25 
1.20 
1.17 
1.18 
1.28 

•1.21 
1.15 
1.16 
1.15 
1.121 
1.16 
1.10 
1.10 
1.14 
1.20 
1.17 
1.17 

•1.18 
1.18 
1.20 
1.18 

\          1.15 
1.15 
1.15 
1.15 
1.16 
1.16 

i          1.15 
1.12 

•1.29 

ippbniflJT J - 

1.461 

March.r.............. : 

1.79 

Anrfl.. 

1.924 

iiS^:;:; 

1.95 

M»jr    .a....... 

June. ........... 

2.15 

July 

2.374 

Ansust ..,..-..^«.T 

2.50 

September .........  tt-t.,- 

•1.75 
1.71 
1.48 
1.82 

2.764 

October.... 

2.96 

November 

2.95 

December .....          

2.874 

• 
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demand,  both  at  home  and  abroad,  for  steel  of  a]l  kinds,  as  was  explained  in  con- 
nection with  the  chart  showing  prices  of  tin  plate. 

If  w^e  note  the  line  £,  showing  the  mai^n  between  the  price  per  hundred  pounds 
of  steel  billets  D,  and  that  of  wire  nails  C,  we  shal.  note  that  there  was  a  steady 
decline  in  this  margin  from  the  year  1800  to  1805,  in  the  early  part  of  which  the 
lowest  point  was  touched.  During  the  latter  part  of  1895  and  until  nearly  the  close 
of  1896  there  was  a  very  decided  rise,  not  merely  in  the  price  of  wire  nails,  but  also 
in  the  margin.  This  great  increase  in  the  marvin  was  due  chiefly  to  the  influence  of 
the  wire-nail  j>ool,  which,  during  that  perioa,  secured  substantial  control  of  the 
market  for  a  tune.  The  sudden  fall  in  the  latter  part  of  1896  came  at  the  time  of  the 
breaking  of  the  wire-nail  pool.  It  is  also  true  that  at  about  the  same  time  there  was 
a  change  of  base  for  the  fixing  of  the  market  prices  of  wire  nails,  but  this  change  in 
the  base  did  not  modify  materially  the  mai^n  as  it  appears  in  the  chart. 

It  will  be  noticed,  however,  that  after  the  break  in  the  wire  nail  pool  the  margin 
during  the  years  1897  and  1898  still  remained  considerably  higher  than  it  had  been 
for  thn»e  years  before  the  formation  of  the  pool. 

The  marked  increase  in  the  price  of  steel  billets  b^ntn  in  November,  1898;  the 
increase  in  the  price  of  wire  nails  followed  in  the  succeeding  month,  and  lx)th  have 
increased  very  rapidly  during  most  of  the  time  since.  In  addition  to  the  increase  in 
the  price  of  steel  billets,  there  has  also  been  a  decided  increase  in  the  wages  of  the 
laborers  engaged  in  the  manufacture  of  wire  and  wire  nails. 

The  increase  in  the  wages  of  the  workingmen  is  not  shown  in  the  chart,  but  from 
the  testimony  *  the  increase  in  wages  among  the  wire  and  nail  workers  has  been 
greater  than  that  among  the  workers  engaged  in  the  manufacture  of  steel  billets,  so 
that  there  would  nonnally  be,  on  that  account,  some  increase  in  the  maiigin. 

Another  reason  for  an  increase  in  the  mai]gin  besides  that  of  an  incr^tsed  profit 
is  this:  There  is  always  a  considerable  waste  in  turning  the  raw  material,  steel  billets, 
into  wire  or  wire  nails.  If,  for  example,  this  loss  were  5  per  cent,  in  the  case  of  steel 
valued  at  $15  a  ton  the  loss  would  be  75  cents,  whereas  if  steel  were  $30  a  ton  the 


[Continuation  of  footnote  from  p.  N^.] 
A  vfrnite  motithly  quotations  qf  barb  wire  {galiHinizetf)  tU  miU,  prr  100  pounds. 


January 

February 

March 

April 

May 

June 

July 

August 

September . . 

October 

November  . . 
December. . . 


1888. 

1889. 

1890. 

1891. 

S3.92I 

S3. 57 

$4.00 

S3. 25 

3.921 

8.60 

4.00 

3.10 

3.95 

3.531 

8.97 

8.40 

4.00 

8.50 

8.50 

4.00 

3.60 

3.17* 

8.60 

4.00 

3.25 

3.50 

4.00 

3.28» 

3.50 

8.83 

8.25 
8.25 

3.90 

3.30 

8.32 

3.60 

3.80 

8.29 

8.tf) 

3.60 

3.90 

8.  Hi 

3.05 

3.60 

8.90 

8.00 

s.a-* 

2.65 
2. 62 
2.62 
2.(50 
2.52 
2.41 
2.42 


1892. 

1893. 

S3. 05 

S2.37 

2,77 

2.40 

2.65 

2.42 

2.65 

2.45 

2.65 

2.45 

2. 45 
2.45 
2.45 
2. 40 
2.26 
2. 15 
2.10 


1894. 

1895. 

1896. 

1897. 

1898. 

S2.05 

$1.86 

$1.90 

$1.76 

$1.71 

2.09 

1.89 

1.89 

1.78 

1.75 

2. 16 

1.89 

1.85 

1.70 

1.77 

2.10 

1.83 

1.97 

1.70 

1.65 

2.05 

1.81 

2.00 

1.68 

1.66 

2.07 

1.89 

1.95 

1.64 

1.70 

2.05 

2.00 

1.87 

1.60 

1.70 

2.08 

2.40 

1.85 

1.60 

1.65 

2.00 

2.70 

1.80 

1.70 

1.67 

1.99 

2.70 

1.73 

1.70 

1.71 

1.90 

2.56 

1.76 

1.69 

1.71 

1.85 

2.08 

1.84 

1.75 

1.60 

1899. 


$1.88 
2.02 
2.42 
2.60 
2.70 
2.901 
8.02i 
8.10 
d.S6i 
3.55 
3,65 
3.471 


Average  monthly  quotations  o/vrire  nails  at  New  York,  per  100  pounds. 


January  .. 
February  . 

March 

April  

May 

June 

July 

August  ... 
September 
October . . . 
November 
December. 


1888. 

1889. 

1890. 

1891. 

1892. 

1893. 

1894. 

1895. 

1896. 

1897. 

1898. 

$2.60 

$2.29 

$2.86 

S2.12 

$1.67 

$1.37 

$1.10 

$0.86 

$2.25 

$1.39 

$1.42 

2.60 

2.80 

2.86 

2.15 

1.71 

1.39 

1.09 

0.90 

2.25 

1.85 

1.46 

2.55 

2,27i 

2.76i 

2.15 

1.73 

1.50 

1.09 

0.94 

2.40 

1.40 

1.48 

2.681 

2.55 

2.489 

2.08 

1.66 

1.55 

0.94 

0.87 

2.46 

1.40 

1.31 

2.70 

2.42 

2.22 

2.00 

1.60 

1.51 

1.05 

0.97 

2.55 

1.85 

1.31 

2.52i 

2.25 

2.261 

1.95 

1.50 

1.39 

1.11 

1.27 

2.55 

1.31 

1.35 

2.45 

2.25 

2.30 

2,00 

1.67 

1.85 

1.14 

21.68 

2.55 

1.25 

1.31 

2.48 

2.25 

2.41i 

1.95 

1.61 

1.44 

1.07 

2.06 

2  55 

1.26 

1.26 

2.55 

2.25 

2.38( 

1.85 

1.57 

1.45 

0.99 

2.25 

2.55 

1.41 

1.82 

2.55 

2.05 

2.29 

1.82 

1.50 

1.30 

0.99 

2.25 

2.55 

1.49 

1.83 

2.55 

8.00 

2.22i 

1.71 

1.47 

1.18 

0.92 

2.25 

2.29 

1.41 

1.28 

2.55 

8.00 

2.181 

1.68 

1.46 

1.12 

0.85 

a2.25 

1.51 

1.39 

1.27 

1899. 


$1.43 
1.67 
1.94 
2.05 
2.10 
2.30 
2.421 
2.50 
2.761 
2.95 
2.95 
2.87i 


1  Gates,  p.  1011;  Reis,  p.  946. 
*  Change  of  base. 
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loss  woDld  be  $1.50.  Steel  has  more  than  doubled  in  price;  in  coneeqaence  with  the 
flUDe  profit  ^e  margin  should  have  increased  somewhat 

On  the  whole,  however,  it  seems,  both  from  the  chart  and  from  the  testimony  given 
before  the  Commission,  that  the  mai^gin,  as  represented  by  the  line  £,  indicates  also 
qnite  a  decided  increase  in  the  profits.  It  will  be  noted  that  in  the  last  two  months  of 
the  year  1899  there  was  a  decided  falling  off  in  this  mai^n,  showing  that  iust  at  that 
time,  at  any  rate,  there  was  a  dieck  in  the  profits,  the  finished  product  hietvin^  lost 
a  little  in  price,  while  steel  billets  had  f^ned.  In  October  the  fall  in  price  of  billets 
had  increased  profits.  The  presumption  is  here,  as  in  the  case  of  tin  plate,  that 
there  would  have  been  without  any  combination  a  decided  increase,  not  merely  in 
the  price  of  the  finished  product,  but  also  in  the  margin  between  the  crude  and 
the  nnished  product,  on  account  of  the  enormous  demand.  The  testimony  seems 
to  be  uniform  on  this  point,  that  none  of  the  manufacturers  have  been  able  to  meet 
the  demand;  bat  in  this  case  also  it  seems  certain  that  the  combination  was  able  to 
take  advantage  of  the  opportunity  better  than  individual  manufacturers  could  have 
done. 

Another  factor  needs  to  be  taken  into  acc^ount  in  the  consideration  of  the  chart 
The  figures  represented  are  those  furnished  by  the  Iron  Age.  It  is  probable  that 
there  are  no  omer  figures  in  this  country  that  represent  more  nearly  actual  market 
conditions.  At  the  same  time  each  individual  manufacturer  makes  his  sales  inde- 
pendently, and  these  sales  are  largely  made  by  contracts  extending  over  a  period  of 
some  months,  sometimes  even  over  a  period  of  one  or  two  years.  In  consequence  of 
that  fact,  the  majority  of  the  manufacturers  of  steel  may  be  selling  their  output  on  a 
contract  price  fixed  six  months  before,  while  the  few  manufacturers  who  are  making 
late  sales  may  be  obtaining  a  price  50  per  cent  higher. 

As  a  matter  of  fact,  judging  from  tne  testimony  given,  the  quoteil  market  prices 
daring  the  first  half  of  tne  year  1899  were  probalily  considerably^  higher  than  the 
prices  actually  realized  by  the  manufacturers.  On  the  other  hand  it  is  also  probable 
that  the  prices  at  the  close  of  the  year  1899  represent  much  more  nearly,  in  the  case 
of  both  tne  crude  and  finished  product,  the  real  prices  secured  bv  the  manufacturers. 
While  these  different  circumstances  need  to  be  taken  into  consiaeration,  it  in,  never- 
theless, doubtless  true  that  the  chart  represents  fairly  well  the  changing  conditions 
of  business  during  the  period  covered. 

While  on  the  chart  the  margins  between  the  price  of  billets  and  those  of  smooth 
wire  and  barb  wire  are  not  shown  by  separate  lines,  it  is  not  difficult  to  see  that  the 
changes  for  the  last  year,  since  the  American  Steel  and  Wire  Conipan  v  was  formed, 
Januarv,  1899,  are  substantially  the  same  as  those  for  wire  nails.  That  company, 
througfi  ownership  of  patents,  has  a  legal  monoi>oly  in  barb  wire;  but  in  all  lines  the 
prices  have  advanced  rapidly  for  reasons  already  given. 


>, 
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TOPICAL  DIGEST  OF  EVIDENCE. 

[Prepared  by  E.  Dana  Durand.] 

NoTS.— Beferenoes  to  the  pages  of  the  testimony  ue  made  in  parenthesea  at  the  end  of  the  para- 
graph or  section  giving  the  snhetance  of  the  statements  of  the  paiticular  witness  on  the  topic.  The 
■tatements  and  opinions  of  the  yarions  witnesses  who  are  classed  under  the  different  combinations, 
BO  far  as  the7  have  to  do  with  general  questiona— advantages  of  combination,  legislation,  etc-nue 
plaeed  nnder  the  sepaiate  headmg  "  General  aspects,"  p.  218. 

THE  SUGAB  COMBINATIONS. 

Page  of  digest. 

I.  Cansel  of  organiattion 50 

II.  Bff ect  on  ontpnt,  prices,  and  competition GO 

ni.  Cost  of  refining 65 

IV.  Capitalization  and  Talne  of  refineries CT 

V.  Economies  of  combination 68 

VI.  Bffect  of  combination  on  labor 69 

VII.  Baw  sugar 69 

Vm.  Tariif  onsugar 70 

LIST  OF  WITNESSB8. 

Page  of  testimony. 

AtkinB,  EdwinF.,  mannf actnrer  and  importer  of  sugar 801-812 

Bnynitsky,  Stephen  N.,  assistant  chief  of  the  customs  division  of  the  treasury  Depart- 
ment       43-66 

Doecher^Cnaus,  independent  sugar  refiner,  Brooklyn,  K.T 87-101 

Havemeyer,  Henry  O.,  president  of  the  American  Sugar  Refining  Company 101-188 

Jarvie,  James  N.,  member  of  the  firm  of  Ar buckle  Brothers  «« 138-147 

Mas,  Ernest,  fomneir  consulting  chemical  engineer  of  the  Glucose  Sugar  Beflning  Com- 
pany  1 78-87 

PoBi,Jame8H.,comml8Bion  merchant  in  sugar  and  molasses 147-166 

Smith,  G.  Waldo,  jiresident  of  the  Wholesale  Grocers*  Association  of  New  York  City 65-78 

I.  CAUSBS  OF  ORaANIZATION. 

i.  EaoeHlTe  oom|wtitioii. — Prior  to  the  formation  of  the  Sugar  Tmst  in  1887,  com- 

"petition  had  become  so  excessive  that  xirices  were  rednced  to  an  nnremnnerative 

figure.    The  margin  between  the  prices  of  raw  and  refined  sugar  was  only  0.71 

cent  in  1884,  0.78  m  1885,  and  0.76  m  1886.    Eighteen  ont  of  abont  40  refineries 

had  failed.     (Thubber,  5,  21,  22;  Havbioster,  107-109.) 

Mr.  Atkins,  who  sold  his  refinery  to  the  American  Sugar  Refining  Company  in 
1887,  states  that  the  refining  of  sugar  in  those  days  was  not  profitable.  The  refin- 
ing: capacitv*  was  largely  in  excess  of  the  demand;  everybody  wanted  to  run  full 
time,  and  the  consequence  was  that  none  of  the  refiners  made  any  money.  His 
own  company  had  oeen  improving  its  plant  for  a  number  of  years,  but  had  paid 
no  dividends.     (811.) 

B.  Undae  proteetiiia  by  tariff— -Mr.  Hayemeter  further  implies,  without  a  very 
direct  statement,  that  the  higher  protection  formerly  afiforaed  to  the  business  of 
sugar  refining  was  a  contributory  cause  of  the  formation  of  the  trust,  although 
he  considers  the  present  protection  insufficient.  Under  the  former  laws  the  profits 
were  apparently  so  great  that  competition  was  undul^r  stimulated,  and  the  com- 
bination was  formed  with  a  view  to  securing  the  possible  advantages  of  the  pro- 
tection. It  should  be  noted  that  Mr.  Havemeyer  specificalljr  declares  that  the 
tariff  is  the  prime  cause  of  the  formation  of  most  combinations.  (See  p.  214.) 
The  f oUowing  is  quoted  from  Mr.  Havemeyer's  testimony  (138, 137) : 

*'  Q.  But  I  asked  you  this  question:  If  the  refining  industry  of  this  country  was 
built  up  under  protection  or  a  free-trade  system?— A.  Protection;  enormous  pro- 
tection. Without  the  tariff  I  doubt  if  we  should  have  dared  to  take  the  rist  of 
forming  the  trust.    It  could  have  been  done;  but  I  certainly  should  not  have 

50 
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risked  all  I  had,  which  was  then  embarked  in  the  sn^^r  business,  in  a  trust  unless 
the  business  had  been  protected  as  it  wcl8  by  the  tariff." 

"  Q.  I  put  those  two  things  together — first  that  the  protective  system  has  brought 
such  domestic  competition  that  you  are  compelled  to  form  a  trust  to  keep  each 
others'  throats  from  being  cut? — A.  That  is  just  ijie  case  with  sugar.  Have  I 
not  just  told  you  that  prior  to  the  formation  of  the  Suffar  Trust  18  companies  went 
out  of  business,  failed,  were  ruined,  and  that  is  the  advantage  of  the  tariff?  But 
if  you  do  not  stick  to  real  protection  in  itself,  but  give  these  producers  40  to  60 
X>er  cent,  then  they  are  bent  on  mulcting  the  public.  The  great  trouble  is  the 
tariff,  and  there  you  are." 


n.  EFFECT  ON  OUTPUT,  FRIGES,  Ain>  COMPETITION. 

A.  Control  of  output — Mr.  Havembtbr's  testimony  before  the  Liexow  committee 
in  1896  was  read  to  him,  and  he  stated  that  he  stood  by  every  word  of  it.  In  that 
testimony  he  was  asked  as  to  his  evidence  before  the  United  States  Senate  com- 
mittee in  1894,  wherein  he  said  that  the  trust  was  oiganized  "with  a  view  of 
controlling  the  price  and  output  to  the  people  of  this  country."  He  answered  that 
that  object  of  combination  was  not  in  ms  mind  now,  though  it  doubtless'was  when 
he  made  the  statement.  He  would  rather  say  now  that  me  intention  was  to  con- 
trol the  output  of  the  refineries  joining  the  trust  and  the  price  of  their  products.. 
''  It  goes  without  saying  that  a  man  who  produces  80  per  cent  of  an  article  can 
control  the  price  by  not  producing. "  He  admitted  that  nis  company  undoubtedly , 
in  fact,  controlled  the  product  and  price  in  the  United  States.  The  formation  of 
the  trust  removed  competition  to  a  great  extent.     (125, 126.) 

'       The  present  output  of  the  American  Sugar  Refining  Company,  according  to  Mr. 
\  Havemeyer,  is  about  80,000  barrels  a  day,  its  capacity  about  40,000  barrels.    The 
I  witness  believes  it  is  now  producing  90  per  cent  of  the  total  output  and  could  pro- 
\  duce  20  per  cent  more  than  the  entire  demand.    The  various  competing  refineries 
.  could  probably  produce  50  per  cent  of  the  required  output.    In  181M5  the  witness 
'  testified  before  the  New  York  committee  that  his  company  produced  from  75  to 
^80  per  cent  of  the  refined  output.    In  1891,  when  the  trust  was  changed  to  a  cor- 
poration, it  was  making  67  per  cent  of  the  entire  product.     (107,  111,  124, 126.) 

Mr.  Post  is  of  the  opinion  that  the  American  Sugar  Refining  Companv  does 
not  restrict  production  abnormally.  All  business  is  regulated  by  supply  and 
demand.  The  capacity  of  refineries  exceeds  consumption,  so  that  there  must  be 
/some  restriction.  If  it  were  not  for  combination,  failure  of  some  refineries, 
I  owin^  to  excessive  competition,  would  soon  close  them  as  effectually  as  under 
1  combination.  Ck>mpeting  refineries  at  present  are  operating  on  as  small  a  scale 
'i as  possible,  because  nrofits  are  little  or  nothing.  The  MoUenhauer  and  National 
Veflneries  have  probably  averaged  about  one-third  of  their  capacity  during  the  first 
6  months  of  1899.     ( 154, 160. ) 

B.  Yaiiatioiui  of  prioM  aoooiding  to  compotitioa.— 1.  Generally. — Testimony  concern- 
ing the  effect  of  the  sugar  combination  on  prices  indicates  that  there  have  been 
^eat  fluctuations  in  the  margin  between  raw  and  refined  sugars  since  the  forma- 
tion of  the  trust  in  1887,  owing  to  the  establishment  from  time  to  time  of  com- 
peting refineries,  some  of  which  have  later  been  absorbed  by  the  combination. 
The  following  table  shows  the  prices  of  raw  and  refined  sugars  and  the  margin 
between  them  for  each  year.     (Havemeyer,  103. ) 

QuotationH  for  raip  and  refined  migarfor  20  years. 


[Compiled  from  Willett  &  Gray's  Weekly  Statistical  Sugar  Trade  Journal.] 

Year. 

980  Centi- 
grade. 

Granu- 
lated. 

Differ- 
ence. 

1879 

7.423 
8.206 
8.251 
7.7W 
7.423 
6.857 
5.720 
6.336 
5.246 

8.785 
9.602 
0.607 
0.234 
8.606 
6.780 
6.441 
6.117 
6.U13 

1.388 

1880 

1.306 

1881 

1.416 

1882 

1.437 

1888 

1.088 

1884 

.028 

1886 

.7ia 

1886 

.781 

1887 

.768 

Average 

1.008 
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Year. 

96»Oeiiti- 
gnde. 

Gnmu- 
lated. 

Differ- 
ence. 

1888 

5.749 
6.433 
5.451 
a  863 
a  311 
a  689 
a  236 
a258 
a631 
a  563 
4.149 

7.107 
7.64<l 
6.171 
4.691 
4.346 
4.842 
4.119 
4.I4() 
4.539 
4.481 
4.976 

1.268 

1889 

1.207 

1890 

.720 

1891 

.828 

1898                                                                                 -            .     .. 

1.(06 

1888 

1.163 

1894 

1885 

.882 

1896 

.908 

1887  

.928 

1888 

.827 

Average 

.966 

lS79to  1887.  inclasive 

1.098 

1888  to  1898,  inclusiYe 

.966 

Difference 

.138 

• 

* 

The  conLments  of  the  witnesses  nx>on  the  fluctuations  shown  in  this  table  vary 
slightly  in  details,  but  there  is  agreement  on  the  general  movements.  Immedi- 
ately after  the  formation  of  the  trust  in  1887  prices  were  raised  considerably  to 
offset  the  excessively  low  prices  of  the  preceding  years.  The  margin  in  1888  was 
1.258  cents. 

Mr.  Thurber  adds  that  when  the  business  was  got  into  working  order  and  eco- 
nomies in  manufacture  had  been  effected  by  closing  inferior  plants,  this  margin 
was  reduced. 

Mr.  ELkVEHBYER  and  Mr.  Post  merely  call  attention  to  the  reductions  in  the 
margin  caused  by  the  competition  of  the  Spreckels'  refineries,  which  began  in  1889, 
and  the  less  severe  comi>etition  of  the  MoUenhauer  refinery,  established  in  1890. 
The  margin  stood  at  0.7  cent  in  1890  and  0.8  in  1891.  In  the  latter  part  of  1891  the 
Spreckels'  re&ieries  were  bought  up,  and  the  margin  was  raised  to  1 . 1  cents,  which, 
as  Mr.  Havemeyer  states,  *^  is  the  usual  margin  we  had  laid  out  as  necessary  for 
the  benefit  of  the  stockholders  and  proper  conduct  of  the  business.  '*  The  removiJ 
of  the  tariff  on  refined  sugar  in  1890  is  also  stated  to  have  affected  the  nrice, 
although  its  effect  on  the  margin  is  not  clearly  pointed  out.  The  National  and 
McCahan  refineries  wero  established  in  1892,  but  there  seems  to  have  been  little 
competition  until  the  establishment  of  the  Arbuckle  and  Doscher  refineries,  in 
1898.  The  '*  interlopers  "  have  brought  the  margin  below  0.5  cent,  destroying  all 
profit.    (Thurber,  5, 21, 22;  Havemeyer,  107-109, 136;  Post,  148, 149, 165. ) 

The  history  of  the  competition  of  these  two  last-named  re&ieries  is  given  more 
in  detail  by  several  witnesses. 

2.  Arbuckie  Brothers. — Mr.  Jarvie,  a  member  of  the  firm,  testifies  that  Arbuckle 
Brothers  started  a  wholesale  grocery  in  Pittsburg  in  1858.  They  began  business  in 
New  York  in  1870,  making  a  specialty  of  roasted  coffee  in  pound  packages.  Hav- 
ing a  patented  method  of  fillingi  packing,  and  weighing,  they  sought  to  apply  it 
to  handling  sugar  as  well  as  conee.  They  found  it  imx)ossible  to  make  money  by 
buying  sugar  from  refineries,  and  so  established  a  refinerv,  which  besan  operation 
in  Septenu>er,  1898.  Its  capacity  is  about  4,000  barrels  daily,  ana  the  witness 
believes  it  can  refine  as  cheaply  as  the  American  Sugar  Refining  Compan  y .  Before 
Arbuckle  Brothers  entered  business  the  margin  between  raw  and  refined  sugar 
was  about  90  cents  per  100  pounds.  The  American  Sugar  Refining  Company 
began  cutting  prices,  apparently  with  the  purpose  of  crushing  the  Ar buckles 
out  of  business.  The  Arbuckles  have  followed  tne  prices  made  by  the  American 
Company,  unless  they  believed  it  was  cutting  secretly,  when  they  made  open  cuts. 
Arouclde  Brothers  think  that  they  can  stand  the  losses  if  a  company  selling  90 
per  cent  of  the  total  product  is  losing  on  the  entire  amount,  and  they  are  in  busi- 
ness to  stay.  Offers  for  pui'chase  of  their  refinery  have  been  made  by  outside 
parties,  but  there  have  been  no  conferences  with  the  American  Company  directly. 
Arbuckle  Brothers  have  markets  in  various  parts  of  the  coimtry,  depending  on 
freight  rates.  They  do  not  believe  freight  discriminations  are  made  m  favor  of 
the  American  Company.  The  prices  of  both  concerns  are  the  same,  but  some 
dealers  and  consumers  i)refer  Arbuckle  su^par,  which  they  consider  superior, 
^e  American  Company  is  putting  up  sugar  m  small  cotton  bags  to  compete  with 
Arbuckle  pack^^es.    (188-142, 146. ) 
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According  to  Mr.  Jarvie,  the  present  excessive  competition  has  completely- 
destroyed  profits.  The  evils  of  excessive  competition  wonld  be  lessened  *'if  the 
American  Sugar  Befinin^  Company  shonld  be  willing  to  sell  less  thtui  100  x>er 
cent  of  all  the  sugar  sold  in  this  country.*'    (1460 

Mr.  DoscHEB  also  believes  that  the  American  Company  has  generally  cut  prices 
first  and  Ar buckle  Brothers  followed,  their  prices  usually  being  the  same.  At 
one  time  in  December,  1808,  however,  the  Arbuckles  cut  one-sixteenth  cent  belo'w 
the  American.  This  was  the  lowest  price  reached.  The  margin  necessary  for 
profit  is  50  to  60  cents,  while  the  actual  margin  has  been  running  between  32  and 
51  cents.     (95,96.) 

An  important  incident  of  the  competition  between  the  American  Sugar  Refin- 
ing Com^ny  and  Arbuckle  Brothers  is  that  the  former  has  entered  the  coffee 
business  in  retaliation,  so  as  to  compete  with  the  Arbuckles  in  their  own  field. 

Mr.  Havemeyeb  testifies  that  the  American  Sugar  Refining  Company  '*  are  in 
the  coffee  business,  and  in  it  to  stay."  Havemeyer  &  Elder  bought  out  the  Wool- 
son  Spice  Company,  of  Toledo,  and  sold  it  to  the  Sugar  Company.  The  price  of 
coffee  has  been  greatly  reduced  by  this  competition.  Previously  the  price  of 
green  coffee  had  oeen  10  cents,  of  roasted  15.  The  cost  of  roastmg  is  about  3 
cents.  The  Sugar  Company  reduced  the  margin  to  2^  cents,  the  price  of  green 
coffee  meanwhile  having  dropped  to  6  cents  because  of  the  great  increase  in  the 
crop.  The  Su^^ar  Company  desired  to  avoid  excessive  cutting  of  prices  by 
masing  a  superior  quality  of  coffee.  The  first  cut  was  made  largely  through  the 
fear  of  a  fall  in  the  value  of  the  stock  on  hand  by  the  decline  of  the  price  of 
green  coffee.     (113,114.) 

Mr.  Jarvie  confirms  this  evidence  as  to  the  course  of  prices  of  coffee.  The 
American  Sugar  Refining  Coim)any,he  adds,  is  selling  roasted  coffee  for  8^  cents, 
made  from  a  grade  of  green  coffee  costing  about  6  cents.  The  Arbuckles'  coffee  is 
sold  for  9  cents,  their  green  coffee  being  worth  more  than  6  cents.  The  former 
difference  between  green  and  roasted  coffee  was  5  cents,  so  that  profits  have  been 
greatly  reduced  by  the  competition.     (140.) 

3.  Doscher  refinery, — Mr.  Doscher  testifies  that  the  New  York  Refining  Com- 
pany began  operations  November  1,1898,  the  margin  between  raw  and  refined 
sugar  having  varied  during  that  year  from  70  to  97  cents.  The  American  Sugar 
Refining  Company  was  already  cutting  prices  against  the  Arbuckles  and  the 
margin  Kept  getting  lower.  It  has  varied  between  32  and  51  cents.  The  American 
Company  nas  usually  cut  prices  first,  the  New  York  Company  following,  but  at 
one  time  the  latter  followed  a  lower  cat  made  by  the  Arbuckles,  maintaining  it 
for  7  days.  The  American  Company  has  made  some  special  cuts  in  localities 
where  it  had  refineries  near.  The  witness  has  heard  and  oelieves  that  ofScers  of 
the  American  Company  have  expressed  the  intention  of  putting  down  prices  suffi- 
ciently to  run  him  out  of  business,  and  that  they  thereby  hope  to  prevent  others 
from  competing  for  some  years  to  come.  But  he  never  heard  anyone  state  that 
he  had  heard  this  actually  said  by  such  officers.  The  witness  has  had  no  confer- 
ences with  the  American  Company  nor  with  the  Arbuckle  Company  as  to  selling 
his  property  or  for  any  other  purpose.  He  has  been  questioned  by  outsiders  as  to 
whether  his  company  wanted  to  sell,  but  does  not  know  whom  they  represented. 
The  witness  formerly  owned  the  Brooklyn  refinery,  which  joined  the  trust,  and 
he  now  owns  stock  in  the  American  Company. 

Mr.  Doscher  has  been  unable  to  earn  any  profit  by  refining  with  the  present 
mar^n  of  about  50  cents  per  100  pounds,  but  nas  made  some  gains  by  advances 
in  prices  of  i-aw  sugar  on  nand.  The  witness  believes  the  cost  of  refining  in  his 
establishment  as  low  as  in  any  other,  but  does  not  know  what  it  costs  others, 
nor  exactly  what  it  will  cost  him  when  under  more  regular  operation.  He  had 
expected  to  make  a  nice  profit  if  the  margin  of  from  70  to  97  cents  had  continued. 
The  capacity  of  his  refinery  is  about  1,0(X),000  pounds,  or  8,000  barrels,  per  day. 
(88-91,98,100.) 

4.  Other  refineries, — Besides  the  Arbuckle  and  Doscher  refineries  there  are  sev- 
eral other  smaller  ones  outside  of  the  trust.  The  independent  refineries  are 
enumerated  by  Mr.  Havemeyer  as  follows:  Arbuckle,  Doscher,  Mollenhauer, 
and  National,  of  New  York,  Nash  &  Spalding  of  Boston,  McCahan  of  Philadel- 
phia, Cunningham  of  Gkdveston,  Henderson  &  Cogswell  of  New  Orleans,  and  the 
Crockett  Refinery  of  San  Francisco;  their  capacity  is  equal  to  50  per  cent  of  the 
required  output.  In  answer  to  the  Question  whetner  the  American  Su^ar  Refin- 
ing Company  had  any  interest  in  the  Mollenhauer  and  Nash  refineries,  the  witness 
said:  '^  I  prefer  not  to  state  about  that.  That  is  a  little  bit  too  private."  (107- 
109,136.) 

Mr.  Post,  as  selling  agent  of  the  Mollenhauer  and  National  refineries,  knows  that 
they  do  not  sell  under  agreement  with  the  American  Company,  but  are  entirely 
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independent.  He  knows  also  that  the  American  Company  does  not  control  the 
Arbnckle,  Doecher,  Nash,  McCahan,  or  California  Beet  Sugar  and  Refining  com- 
panies, nor  two  or  three  in  Louisiana  and  Texas.  These  refineries  are  now  run- 
ning mnch  mider  their  capacity,  beingwilling  to  allow  the  American  Company  to 
sell  most  of  f>ugar  at  existing  prices.  The  witness  believes  the  American  ComiMmy 
will  cease  excessive  cutting  before  long.    (150,158.) 

Mr.  Thxjrber  states  that  while  the  MoUenhauer,  Doecher,  and  Union  refineries 
have  no  connection  with  the  American  Sugar  Refining  Company,  they  do  not 
extensively  cut  prices  in  competition.  They  follow  prices  set  by  the  trust,  de- 
mand being  sufficient  to  take  their  output,  although  it  takes  only  about  two- 
thirds  of  the  capacity  of  the  American  ComxMmy.  Sometimes  refiners  having  a 
surplus  stock  temporarily  cut  prices.     (14.) 

C.  Poliey  of  trust  toward  oompetitonk — ^The  general  policy  of  the  American  Suffiir 
Refining  Comjian^  toward  its  competitors  is  stated  by  Mr.  Havemeteb  in  this 
way:  It  is  very  vital  to  the  prosperity  of  the  company  to  keep  up  its  output. 
When  comi>etitors  begin  business,  prices  must  be  lowered  with  the  primary  pur- 
pose of  retaining  trade.    If  the  result  is  to  crush  competitors,  that  is  their  affair, 
I  not  the  affair  of  the  trust.    It  is  thus  the  purpose  of  the  trust  to  see  to  it  that 
;  oomjietitorB  do  not  stay  in  business  too  long.    Moreover,  it  aims  to  keep  prices  so 
•  low  that  additional  competition  will  not  be  likely  to  be  provoked.     (108, 120.) 

B.  General  tendency  of  oomUaatioa  xonidiiig  j^iioai. — ^Broad  statements  of  opinion  as 
to  the  general  influence  of  the  trust  on  prices  and  its  effect  on  the  consumer  are 
made  by  several  witnesses. 

Thus  Mr.  Thubber  believes  that  although  prices  were  raised  above  the  ruinous 
figures  prevailing  before  the  or^^anization  or  the  trust,  reduction  to  reasonable 
figures  followed  as  soon  as  savings  in  cost  of  production  began  to  be  made. 
(5,21,22.) 

Mr.  Post  believes  that  the  combination  has  reduced  prices  to  consumers.  The 
company  has  not  used  its  possible  power  to  secure  exorbitant  profits,  but  has  kept 
the  maif^  small  because  of  existinK  and  possible  future  competition.  The  wit- 
ness believes  the  margin  would  have  been  greater  if  the  trust  had  not  been  formed, 
in  spite  of  the  fact  that  it  was  so  low  before  it  was  organized.  The  weaker  houses 
would  have  been  driven  out  and  demand  for  snA»r  would  have  exceeded  the  capac- 
ity of  surviving  refineries,  forcing  up  prices.  But  if  the  American  company  nad 
exclusive  control,  he  adds,  it  would  be  dangerous.  Its  managers  might  not  always 
be  as  broad  minded  as  Mr.  Havemeyer.  Competing  refineries  do  influence  prices 
in  the  interest  of  consumers.  But  if  the  number  of  competing  refineries  were 
increased  there  would  be  no  gain,  for  some  would  soon  be  driven  out  of  business. 
(158,159,165,166.) 

The  same  witness  adds,  in  this  connection,  that  the  price  of  refined  sugar  does 
not  always  show  the  real  sum  received  by  refiners;  often  one-eighth  cent  should 
be  deducted,  owing  to  methods  of  selling.  This  would  affect  the  margin  similarly. 
The  figures  above  quoted  show  the  average  margin  from  1890  to  1898  to  be  14 
cents  per  100  ix>unds  less  than  for  the  7  years  before  the  organization  of  the  trust 
in  1887.  The  average  from  1888  to  1898  was  96.6;  from  1885  to  1887,  when  com- 
petition had  destroyed  all  profit,  about  75.    (148,  149.) 

Mr.  Atkins,  whose  refinery  joined  the  American  Sugar  Refining  Company  at 
the  time  of  its  organization,  testifies  that  the  combination  is  manufacturing  sugar 
at  such  a  low  cocrt  that  it  would  scarcely  be  possible  to  compete  profitably  against 
it.  With  the  small  amount  of  protection  wnich  now  exists,  the  American  refiner 
must  economize  in  ever;^  way  possible  to  undersell  the  European  competitor. 
While  it  is  xx>ssible  that  independent  comjianies  or  an  association  of  them  may  at 
some  time  effectively  compete  against  the  American  Su^r  Refining  Company,  it 
is  scarcely  probable.  The  witneas  believes  that  the  price  of  sugar  has  oeen  on 
the  whole  reduced  to  the  people  by  the  combination.  The  lower  refined  sugar  is 
sold  the  larger  the  demand;  consequently  it  is  profitable  to  reduce  the  marg^  as 
far  as  possible.    (811,812.) 

Mr.  Havemeteb  states  clearly  the  policy  of  the  trust  as  to  prices.  He  does  not 
"  care  2  cents  for  your  ethics,"  but  thinks  it  is  fair  and  right  as  a  business  proposition 
*'to  get  out  of  the  consumer  all  you  can,"  consistently  with  business  pnnciples. 
While  a  trust  could  perhaps  demand  the  utmost  prices  that  the  consumer  would 
bear,  it  is  quite  another  matter  whether  it  would  do  so.  They  would  be  kept  as  high 
as  possible  without  provoking  additional  competition.  In  view  of  the  economy 
of  concentrated  production,  the  witness  believes  that  the  trust  could  thus  make 
proper  profits,  while  the  consumer  would  obtain  goods  at  lower  prices  than 
before  combination,  and  competitors  with  fewer  economies  would  not  be  inclined  to 
enter.    When  competitors  do  start  in  business,  it  is  the  policy  of  the  sugar  com- 
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bination  to  secure  the  continnation  of  its  output,  which  is  very  vital,  and  there- 
fore to  see  to  it  that  they  do  not  stay  in  business  too  long. 

Trusts  are  not  in  business  for  their  health,  nor  will  they  sell  their  product  for 
less  than  they  can  eet  unless  for  sufficient  reason.  Nevertheless,  combinations  in 
all  articles  would  be  beneficial  to  the  consumer.  The  consumer  benefits  by  the 
reduction  of  prices  during  the  fight  with  competitors.  If  competitors  are  driven 
out  the  losses  would  be  evened  up  by  higher  prices,  but  in  the  long  rim  prices  would 
be  reasonable. 

In  the  sugar  business,  Mr.  Havemeyer  adds,  the  competition  of  the  Louisiana 
crop,  lasting  from  about  December  1  to  March  1,  tends  regularlv  to  depress  prices 
and  margin,  after  which  the  policy  of  the  trust  is  to  increase  the  mar^n  so  that 
the  rate  of  average  profit  is  about  one-fourth  cent  per  pjound,  which  in  the  long 
run  is  the  rate  deemed  most  advantageous  to  the  trust,  in  view  of  possible  com- 
petition. The  witness  elsewhere  refers  to  the  desire  of  the  trust  to  maintain  a 
margin  of  about  1.1  cents  between  raw  and  refined  su^ar,  as  fair  to  the  stock- 
holders. The  x)eriod  up  to  1898  is  especially  referred  to  m  this  connection.  (108, 
120,  134, 135.) 

S.  Kethod  of  fizing  piioef .— Mr .  Post  testifies  that  the  prices  are  usually  announced 
at  the  office  of  the  American  Company  in  the  morning,  and  if  other  refiners 
change  their  prices  that  is  announced  a  little  later.  Usually  competitors  follow 
the  price  fixed  unless  they  have  a  surplus  of  sugar  which  they  want  to  dispose  of 
immediately,  when  they  may  keep  the  price  one-sixteenth  to  one-eighth  cent  below 
the  American  Company.  Preferences  of  grocers,  and  of  brokers  who  distribute 
sugars  to  wholesale  gi'ocers,  influence  purchases  where  pri(;es  vary.  The  brokers 
of  the  Mollenhauer  and  National  companies  fix  prices  for  their  product,  but  after 
consultation  with  those  companies.     (149, 150.) 

F.  Bebatet. — Several  witnesses  describe — ^their  testimony  agreeing  in  its  general 
outlines — ^the  system  of  rebates  to  wholesale  grocers  in  the  handling  of  sugar,  and 
its  effects.  The  system  was  introduced  at  the  instance  and  for  the  advantage  of 
the  wholesalers,  not  of  the  trust  itself.  It  has  not  been  used  largely  as  a  means 
for  controlling  the  trade  by  the  combination. 

Previous  to  the  formation  of  the  Wholesale  Grocers'  Association,  about  1888, 
competition  had  completely  wiped  out  all  profits  in  handling  sugar,  which  con- 
stituted a  large  proportion  of  the  business  of  wholesale  grocers.  The  association 
agreed  to  sell  sugar  at  an  advance  of  one-fourth  cent  per  pound  on  its  cost.  This 
arran^ment  was  broken  tip,  and  certain  leading  jobbers  then  conferred  with  the 
American  Sugar  Refining  Companv.  It  was  agreed  that  sugar  should  be  billed 
to  the  wholesalers  at  three-sixteentns  cent  above  the  previous  price,  and  that  after 
3  months  a  rebate  of  .three-sixteenths  cent  per  pound  should  be  ijaid  by  the  com- 
bination, provided  f^ugar  had  not  been  soid  at  less  than  the  price  billed.  This 
arrangement  was  agreed  to  by  practically  all  dealers  in  New  York,  New  Jersey, 
and  New  England,  and  it  was  later  extended  over  the  entire  country.  This  rebate 
allowed  grocers,  probablv,  a  small  profit,  estimated  by  Mr.  Thurber  at  about  4  per 
cent,  although  Mr.  Smith  is  doubtful  whether  there  is  any  profit.  (Thurbeb,  13; 
Havemeyer,  126;  Smith,  55;  Post,  154.) 

The  following  is  the  circular  formerly  employed  by  the  American  Sugar  Refin- 
ing Company  in  proposing  to  individual  jobbers  the  terms  of  the  rebate  system 
(137): 

New  York, ,  189    . 

Dear  Sir:  We  inclose  herewith  invoice  of  even  date,  from  which  you  are 
entitled  to  our  usual  deductions  of  1  per  cent  trade  discount  on  100-barrel  lots  and 
1  per  cent  for  cash  if  paid  within  7  days. 

Should  you  so  desire,  we  shall  be  pleased^  upon  receipt  of  within  written  request, 
to  constitute  you  one  of  our  agents,  in  which  case  sugar  will  be  consigned  to  you 
for  sale  as  our  factor,  upon  the  following  terms,  the  title  to  remain  in  us  subject 
to  your  advances  and  return  to  you  of  your  necessary  outlay. 

1.  You  are  to  advance  to  us  within  3l»  days  the  amount  of  the  invoice,  which 
will  be  made  up  at  our  daily  quotations,  less  1  per  cent  trade  discount  on  100-bar- 
rel lots,  with  the  right  to  deduct  1  per  cent  additional  if  invoice  is  made  cash  in  7 
days;  the  advance  to  be  without  recourse  to,  or  reclamation  upon  us,  and  to  be 
due  in  any  event. 

2.  The  sugar  when  sold  is  to  be  billed  in  your  name,  although  in  fact  as  factor 
for  us,  and  you  shall  without  reclamation  upon  us,  at  your  own  cost,  pay  all 
expenses,  and  assume  all  risks  of  the  property,  and  of  payment  of  collection.  Yoa 
are  not  to  incur  any  expense  on  our  account. 

3.  None  of  the  sugar  shall  be  sold  or  disposed  of  by  you,  either  directly  or  indi- 
rectly, for  less  than  our  daily  quotations  wil^  freight  added  from  refimng  point 
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to  point  of  sale  (as  per  equality  rate  book),  nor  on  more  liberal  terms  as  to  credit 
or  cash  disconnts. 

So  long  as  the  foregoing  conditions  are  observed  by  yon,  we  will,  npon  an  affi- 
davit to  that  effect,  pay  you  a  commission  of  three-sixteenths  of  a  cent  per  pound, 
and  in  addition  thereto  yon  shall  retain  the  profit,  if  any,  over  the  advance  made 
as  above  provided.  In  case  of  any  failnre  to  comply  with  either  of  the  above 
conditions  no  commissions  will  be  ^yable.  Settlements  will  be  made  for  each 
month's  commissions  at  the  expiration  of  3  months  thereafter.  All  commissions 
pavable  for  the  period  preceding  the  8  months  will  then  become  due.  Payments 
will  only  be  made  as  above. 

This  agency  is  terminable  at  the  pleasHre  of  either  party  on  written  notice. 
Yonrs,  resx>ectfnlly. 

The  Ajosbican  Suqar  Befinino  Company. 

This  rebate  system  still  continues,  but  it  appears  not  to  be  effectively  enforced. 
NnmeroTLB  jobbers  have  cut  the  prices  of  sugar,  and  those  who  maintain  the  agree- 
ment lose  many  customers.  This  change  is  not  attributed  to  the  competition  of 
new  refineries,  but  is  charged  by  some  witnesses  to  the  failure  of  tne  jobbers 
themselves  to  keep  faith,  and  by  others  to  the  carelessness  of  the  American  Sugar 
Befining  Ck)mpany  in  regard  to  enforcing  the  contract  and  requiring  affidavits 
that  goods  have  not  been  sold  below  the  price  fixed.  Mr.  Havemeyer  says  that 
the  affidavit  was  abandoned  by  the  trust,  in  1897,  on  account  of  legislation  against 
it,  but  adds  that  the  agreement  was  never  successfully  enforced.  (Havemeyer, 
126-128;  Smith,  55-59 ;  Post,  154.) 

The  general  opinion  appears  to  be  that  the  system  is  a  le^timate  and  necessary 
one  to  prevent  losses  to  dealers  through  excessive  com^tition.  Mr.  Smith  spe- 
cifically states  that  he  believes  the  system  is  honorable,  junt,  and  legal.  Without 
it  dealers  are  compelled  to  perform  a  public  service  in  distributing  goods  without 
a  reasonable  compensation,  which  is  against  public  policy.  Experience  has 
proved  this  repeatedly.    (66,  68.) 

The  agreement  as  to  rebates  has  never  stipulated  that  jobbers  shall  not  handle 
the  products  of  other  refineries.  In  fact,  the  various  competing  refineries  have 
themselves  copied  the  system.  Thus  1^.  Thurber  states  that  the  members  of 
the  Wholesale  Grocers*^  Association  are  not  confined  to  buying  sugar  from  the 
American  Sugar  Befining  Company.  They  buy  as  they  choose,  having  now  5 
different  sources  of  supply,  and  have  the  same  rebates  from  all  companies.    (13.) 

Mr.  JarvieiJso  knows  of  no  contract  by  which  wholesale  grocers  are  restricted 
to  handling  the  product  of  American  Sugar  Befining  Company.  Arbuckle 
Brothers  sell  through  wholesale  dealers  exclusively,  giving  a  rebate  of  three- 
sixteenths  cent  in  addition  to  ordinary  trade  discounts.  No  affidavit  is  required. 
(142, 147.) 

A  modification  of  the  rebate  system  has  recently  been  established  in  Ohio, 
owing  to  decisions  of  the  courts  against  the  rebate  system.  In  May,  1899,  the 
wholesale  grocers  adopted  a  plan  among  themselves  designed  to  prevent  cutting 
and  to  equalize  prices  accordmg  to  freight  rates.  The  plan  is  essentially  to  divide 
the  State  into  six  sections,  and  in  case  it  is  proved  that  prices  have  been  cut  to 
any  retailer,  all  wholesale  grocers  in  that  section  are  required  to  reduce  their 
price  correspondingly  to  the  place  in  question,  taking  away  all  profit  and  placing 
all  on  an  equal  footing.  A  circular  stating  the  plan  in  full  is  quoted.  A  similar 
plan  has  been  in  operation  in  Illinois,  and  lias  helped  to  keep  prices  up  to  profit- 
able rates.    (Post,  155-157.) 

UL   COST  OF  RBFININO. 

We  can  not  jndge  of  the  justice  of  the  prices  secured  by  the  Sugar  Befining 
Company  or  estimate  its  profits  without  knowing  the  cost  of  refining  sugar. 

While  no  minutely  specific  statements  were  made  by  the  witnesses  as  to  the 
cost  of  production,  the  general  consensus  of  evidence  goes  to  show  that  the  mar- 
gin necessary  between  raw  and  refined  to  secure  any  profit  is  from  50  to  60  cents, 
and  the  presumption  is  that  when  it  falls  below  50  cents  refineries  are  not  doing 
a  profitable  business.  This  margin  includes  the  cost  of  refining  proper  and  also 
the  loss  of  weight  in  refining. 

Mr.  Jaryie  made  the  above  as  a  general  statement,  but  refused  to  state  the 
precise  cost  of  refining  in  his  own  establishment,  Arbuckle  Brothers.    (139.) 

The  cost  of  refining,  Mr.  Havemeyer  points  out,  is  not  the  same  as  tne  margin 
bet\^(een  96  degree  raw  sugar  and  granulated.  The  commercial  value  of  a  degree 
of  sugar  is  6  cents  per  100  pounds,  so  that  from  the  margin  24  cents  per  100  ponnds 
must  De  deducted.    **  There  has  never  been  any  cost  of  refining  that  I  have  ever 
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been  acqnainted  with  less  than  one-half  cent  a  pound."  When  the  margin  is  only 
50  cents  per  100  pounds,  it  is  a  *  ^  fair  inference  "  that  refineries  are  running  at  a  loss. 
Dividenos  could  hardly  be  paid  from  profits  resulting  from  such  margins,  but 
the  witness  refuses  to  state  tne  source  from  which  his  company  now  pays  12  per 
cent  dividends,  when  the  margin  is  below  50  cents:  *' We  may  borrow  it."  He 
also  referred  to  existing  conditions  as  ruinous.  With  Lhe  lilUAgm  o^  76  conts 
"it  is  beneficial  *  *  *  there  is  no  ffreat  damage  done  then,"  but  not  unless 
everything  is  working  in  concentrated  form  and  in  the  very  best  manner.  (112, 
182, 136.) 

Mr.  DoscHER  declares  that  his  refinery  has  been  unable  to  make  any  profit  from 
refining  at  the  existing  margins  of  from  82  to  61  cents,  but  he  had  expected  to  be 
able  to  make  "a  nice  profit"  if  the  margin  of  between  70  and  97  cents,  which 
existed  before  his  refinery  was  established,  could  be  maintained.  He  is  not  clear 
as  to  details  of  cost  or  the  method  of  figuring  loss  of  weight  from  refining.  He 
believes  98  pounds  of  refined  sugar  from  100  pounds  of  raw  sugar  a  better  esti- 
mate than  92.  From  the  same  quantity  of  raw  sugar  about  2  ^Uons  of  syrup, 
worth  about  12  cents  a  gallon,  are  obtained.  Because  of  the  risk  of  the  sugar 
business  the  witness  thinks  a  refinery  should  earn  from  12  to  20  per  cent  yearly 
on  its  cost.     (88, 93, 94, 97. ) 

Mr.  Post  submitted  the  following  estimate,  prepared  by  the  general  manager  of 
National  Sugar  Refining  Ck)mpany.  This  shows  that  the  cost  of  refining,  includ- 
ing the  revenue  tax  of  4.799  cents  per  100  pounds,  amounts  to  about  85  cents, 
while  the  loss  of  weight  in  refining  amounts  to  28  cents;  total,  63  cents,  as  the 
necessary  marg^.  The  cost  has  not  substantially  changed  within  5  years.  Large 
refineries,  such  as  those  of  Havemeyer  &  Elder,  with  12,000  barrels  capacity,  and 
Spreckels,  with  8,000,  could  probably  produce  at  from  3  to  5  cents  less.     (150, 151.) 

Centrifugal  sugars  contain  of — 

Pure  sugar,  about percent..  96 

Impurities,  about do 8 

Water,  about _ do 1 

100 

The  loss  in  refining  is  about,  of  sugar percent.-  1 

Leaving  of  pure  sugar  available do 95 

Of  this  we  get  of— 

Granulated  and  yellow  sugars,  equal  to X>o^^^^-  -  ^^ 

Sirup - do 2i 

The  sugar  ^  is  combined  with  an  equal  weight  of  impurities,  making  about, 

pounds - ' 5 

Taking  value  of  granulated  at  5.375  cents  gross  or  5.08  cents  net  and  sirup 
at  2  cents  per  pound,  we  have  equalto — 

92i  pounds  granulated,  at  5.08  cents 14.699 

2i  pounds  sugar  in  sirup,  at  4  cents 10 

4.799 
Less -.       .348 


/ 


4.451 


Expenses  to  be  deducted: 

Brokerage,  about  i  -per  cent 

Qovemment  revenue  tax,  ^  per  cent. 

Office  expenses,  i  per  cent 

Packages 

Wages,  fuel,  boneblack 

Repairs  and  sundries 


$0.04799  \ 
.10  1 

.20      ^ 


.848 

Granulated,  say $5.08 

Results 4.45 


Cost  say _ 63 


'  Sngnr  in  sirup?    See  Mr.  Doecher's  different  statement  above  as  to  sirup  obtained. 
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Mr.  Atkins,  who  sold  his  refinery  to  the  American  Siigar  Refining  Company 
aboat  12  years  ago,  states  that  at  that  time  the  cost  of  refining  sugar  was  estimated 
at  about  one-half  cent  per  pound.  If  the  combination  has  succeeded  in  reduc- 
ing this  by  25  per  cent,  it  would  be  doing  exceedingly  well.  Besides  the  bare  cost 
of  refining,  labor,  fuel,  char,  etc.,  account  must  be  Ukken  of  the  cost  of  packages, 
insurance  on  ^oods,  interest  on  borrowed  money  to  conduct  the  business,  etc. 
The  witness  thinks  that  the  American  Sugar  Refining  Company  is  producing  as 
cheaply  as  it  is  possible  to  do,  and  doubts  whether  any  competitor  could  succeed 
against  it.    (806,  807,  811.) 

IV.  CAPITAUZATION  AND  VALUE  OF  REFINERIBS. 

To  understand  the  cost  of  refining  and  the  profits  of  the  sugar  combination,  it  > 
is  further  necessary  to  consider  the  cost  of  refineries  and  the  relation  to  the  exist- , 
ing  capitalization  of  the  trust — $75,000,000.  Several  witnesses  testified  that  the  « 
cost  of  a  refinery  sufficient  to  produce  8,000  barrels  per  day  would  be  somewhere  ■ 
between  $1,500,()00  and  $2,500,000,  including  the  cost  of  ground.  This,  of  course, .' 
has  no  reference  to  the  value  of  the  plants  already  erected,  including  good  will, 
etc.;  nor  does  it  take  into  account  the  running  capital  necessary  to  conduct 
business. 

Mr.  Havemeybr  testifies  that  the  capital  of  the  trust  when  first  formed  wa« 
$50,000,000.  The  capital  stock  of  the  various  companies  which  entered  the  trust 
was  given  by  Mr.  Searles  before  the  New  York  trust  committee  at  $6,590,000. 
Bnt  their  capital  had  little  to  do  with  their  assets  or  real  value.  Some  of  them 
were  worth  $15,000,000  or  $20,000,000  and  were  capitalized  at  $300,000.  A  com- 
mittee of  appraisement  fixed  the  respective  values,  taking  plant,  location,  trade- 
marks, status  of  business,  and  all  considerations  into  account.    The  witness  be- 

^Avenige  monthly  quotatioru  of  ^^tttgartriut*^  stocky  18S9-1899. 

[Qnotationa  for  1889  and  1800  relate  to  the  certificates  of  the  Sngar  Refineries  Company,  the- 
trost  proper.  The  American  Sugar  Refining  Cknnpany,  the  existing  corporation,  was  organ-  \ 
Ized  January  10, 1801.  ] 
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lieves  the  trnst  is  now  capitalized  at  much  less  than  its  real  valne.  He  knows  of 
no  better  estimate  of  what  a  thing  is  worth  than  what  people  are  willing  to  pay 
for  it  in  cash.  The  cost  of  bnilding  refineries  for  an  ontpnt  of  45,000  barrels  per 
day  wonid  be  perhaps  $30,000,000  to  ^.000,000,  but  the  brand  of  Havemeyer  & 
Elder  wonld  bring  as  mnch  alone.  The  yalne  of  brands  and  good  will  mnst  not 
be  overlooked.  The  varions  plants  were  bought  at  what  they  could  be  obtained 
for.  On  its  bein^  pointed  out  that  most  of  them  were  losing  money  and  worth- 
less under  conditions  then  existing,  the  witness  said  that  they  were  **  not  worth- 
less under  the  conditions  that  were  about  to  prevail."  If  a  refiner  feels  that  his 
plant  is  worth  $1,000,000  to  him,  he  may  offer  it  to  the  trust  for  $2,000,000,  and  it 
may  be  accepted  because  more  money  can  be  made  by  buying  the  plant  than  by 
leaving  it  out.  It  is  fair  for  commynern  to  pay  dividenas  on  good  will->fairp 
indeed,  to  get  out  of  ihem  ail  you  can.    (Ill,  128,  124.) 

Mr.  DoscHER  believes  a  good  refinery  will  cost  about  $3  per  x>ound  of  daily 
capacity.  Aside  trom.  land,  a  re&iery  of  1 ,000,000  pounds  (3,000  barrels)  capacity 
could  probably  be  built  for  about  $1,600,000,  but  not  for  $1,000,000.  Kefineries 
must  he  built  on  water  fronts,  which  are  expensive.  The  ground  for  the  witnesses 
refinery  is  worth  probably  $300,000.  Mr.  Doscher  owned  the  Brooklyn  Refinery 
at  the  time  of  the  formation  of  the  trust.  He  received  for  it  $8,000,000  in  trust 
certificates,  which  was,  he  thinks,  no  more  than  its  value.  The  North  River 
Re&iery  took  cash  instead  of  an  offer  of  double  the  amount  in  trust  certificates. 
(91,  d2, 100.) 

Mr.  Havemeter,  in  reply  to  a  question  as  to  the  x)Ossibility  of  building  refineries 
of  8,000  barrels  capacity  at  $1,500,000  each,  maintains  that  the  man  who  made 
that  statement  would  want  to  make  about  50  per  cent  on  his  stock.  He  does  not 
believe  such  a  thing  could  be  done.    (111,117.) 

Mr.  Jarvie  estimates  the  cost  of  an  up-to-date  refinery  of  8,000  barrels  daily 
capacity  at  $2,000,000,  exclusive  of ''  real  estate.''    (189.) 

Mr.  Post  believes  that  the  Mollenhauer  Refinery,  capacity  1,150,000  xx)unds 
daily,  and  the  National  Refinery,  capacity  850,000,  would  each  cost  about 
$1,500,000  or  $1,700,000,  besides  land,  which  would  vary  from  $250,000  to  $600,000. 
But  each  refinery  needs,  to  carry  stocks  of  raw  sugar  and  credits  on  refined  sugar, 
about  $2,0(X),000  running  capital.  The  smallest  quantity  of  raw  sugar  for  two 
such  refineries  would  be  80,(X)0,000  pounds — 15  days'  supply.  This  running  capi- 
tal, owing  to  short  credits,  could  prooably  be  turned  over  from  4  to  6  times  yearly. 
If  such  a  refinery  had  a  capital  stock  of  $2,000,000  a  dividend  of  20  per  cent  would 
bft  only  10  percent  on  the  real  investment,  which  the  witnesslhinks  is  lutie  enoti^ 
in  view  of  therisk.  SThigher  profit  might  be  made,  especially  by  fortunate  pur- 
chases of  raw  sugar,  or  vice  versa.    (151, 152, 100.) 

V.  BCONOMIES  OF  COMBINATION. 

A.  Ooiitiniunis  operatioii  at  ML  oapaeity. — The  most  important  savins  by  the  combi> 
nation  of  sugar  refineries  is  the  continuous  operation  of  the  best  plants  at  the  full 
capacity.  While  18  refineries  joined  the  trust  only  6  or  7  of  them  are  now  oper- 
ated, some  having  been  dismantled  and  others  kept  ready  for  use  in  case  of  fire  or 
other  emergency;  yet  more  sugar  is  refined  than  before.  Mr.  Doscher  states  that 
among  those  which  were  closed  were:  Donner  &  De  Castro,  North  River,  Oxnard 
Brothers,  MoUer  &  Sierck.  They  were  all  old  plants  and  all  in  the  vicinity  of 
New  York.    (Havemeyer,  109, 110;  Doscher,  99.) 

B.  Large  reflnexias. — Mr.  Doscher  maintains  that  a  large  refinery  has  some 
advantages  in  economy  of  manufacture,  but  believes  that  the  cost  of  refining  in 
his  establishment,  which  has  a  capacity  of  about  3.000  barrels  per  day,  is  as  Tow 
as  in  any  other,  although  he  does  not  possess  exact  knowledge.     (88-91. ) 

Mr.  Post  submitted  a  statement  showing  that  the  total  cost  of  refimns  of  the 
National  Sugar  Refining  Ck>mpany  is  about  63  cents  per  hundred  pounds.  He 
believes  that  large  refineries,  such  as  those  of  Havemeyer  &  Elder,  with  12,000 
barrels  daily  capacity,  and  the  Spreckles  Refinery,  vnth  8,000  barrels,  could  prob- 
ably produce  at  from  8  to  5  cents  less.     (160, 151 . ) 

0.  FrooeMM. — Mr.  Doscher  claims  that  there  are  no  special  secret  processes,  but 
Mr.  Havemeyer  says  that,  though  the  general  processes  of  all  sugar  refineries  are 
the  same,  yet  by  combining  the  ability  and  experience  of  different  men,  advantages 
are  gained.  Mr.  Doscher  adds  that  the  most  marked  improvements  in  methods 
in  this  country  were  made  from  10  to  15  years  ago,  but  other  improvements  are 
being  made  continually.    (Doscher,  91 ;  Havemeyer,  110. ) 

D.  TransportatloiL — ^Mr.  Havemeter  testifies  that  refineries  do  not  dare  to  take 
rebates  under  existing  laws.    The  former  practice  was  to  give  the  American 
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Company  whatever  facilities  for  storage  at  terminal  points  were  available,  with- 
out caarge.  Bat  recently  there  has  been  opposition  to  this  by  outside  warehouses, 
and  facinties  have  been  much  restricted,  which  the  witness  thinks  very  unjust. 
The  trust  has  agreed  with  the  railways  out  of  New  York  for  a  division  of  sugar 
freight  according  to  a  percentage  fixed  by  a  committee  of  the  roads.  The 
sch^ule  of  percentages  of  different  roads  is  given. 

There  is  little  advantage  from  adjustment  of  transportation  except  to  points  in 
the  immediate  vicinity  of  the  refineries.  The  trust  operates  one  refinery  in  New 
Orleans  and  one  in  Boston,  the  others  being  in  New  York.     (110, 112. ) 

Mr.  DoscHER  states  that  his  refinery  sets  no  rebates  from  railways,  but  has 
the  privilege  of  free  storage  at  terminal  points,  a  privilege  which  Mr.  Doscher 
thinks  large  shippers  of  au  kinds  probably  get.  Tne  company  sometimes  has 
from  2,000  to  4,000  barrels  thus  stored  for  as  long  as  30  days.     (90.) 

E.  CSost  of  miperinteiidaiiee. — The  saving  in  this  is  inappreciable,  but  the  saving  of 
labor  by  concentration  in  a  few  plants  is  important.    (Havemeter,110.) 

VI.  BFFBCT  OF  COlffBINATION  ON  IiABOR. 

Mr.  Havemeter  deprecates  the  alleged  attempt  of  O)lorado  ore  smelters  to 
coerce  workmen  by  tlureat  of  dosing  certain  smelters,  supplying  demand  from 
others  in  the  combmation.  When  tne  Sugar  Trust  was  formed  economy  of  pro- 
duction compelled  the  closing  of  many  refineries,  and  many  men  were  undoubt- 
edly deprived  of  employment;  but  that  is  one  of  the  conditions  of  trade  which 
there  is  no  human  way  to  prevent.  The  labor  employed  in  sugar  making  is 
almost  exclusively  the  lowest  gnAe  of  unskilled  labor,  largely  Poles  and  Bohe- 
mians. Wages  are  from  $1.35  to  $1.50,  but  not  one  of  the  men  could  earn  as 
much  outside  of  the  refinery.  There  are  no  strikes.  The  men  do  not  belong 
to  unions.  The  conditions  of  labor  are  not  unhealthful  or  severe.  The  heat  is 
normally  about  90'';  the  vapors  are  beneficial  to  the  lungs.  The  company  fur- 
nishes beer  at  cost  to  prevent  men  from  going  away  from  work  to  get  it;  it  is 
necessary  on  account  of  the  heat.  The  hours  of  labor  are  8  in  summer  and  10  in 
winter.    (122,  129.) 

Mr.  Post  holds  that  su^ar  laborers  work  under  more  favorable  conditions  than 
5  to  7  years  ago,  and  receive  from  8  to  5  cents  an  hour  more.  The  wages  for  the 
chean^  labor  are  from  15  to  18  cents  per  hour,  and  the  average  duration  of  work 
is  10  nours.  Temx>eratures  are  not  excessive  except  in  the  filter  house,  and  there 
for  only  2  or  3  hours  a  day.    Workmen  are  largely  G^erman  and  Irish.    (161.) 

Vn.  RAW  BUaAR. 

A.  Prodnetion. — ^From  the  table  of  production  of  raw  sugar  by  countries  for 
1894-1898,  submitted  by  Mr.  Havemeyer,  it  appears  that  the  crop  of  cane  sugar 
for  the  year  1897-98  was  2,537,571  tons;  beet  sugar,  4,826.529  tons.  The  largest 
producers  of  cane  sugar  are,  in  order  named,  Java  (628,000)jjlioui8iana  (845,060), 
Cuba,  Hawaiian  Islands,  Philippine  Islands,  and  Brazil.  The  chief  beet-sugpEur 
producers  are  (j^rmany  (1,852,857  tons),  Austria  (831,667),  France  and  Russia, 
each  with  slighUy  less  production  than  Austria.  The  production  of  raw  sugar  has 
recently  failed  to  keep  pace  with  the  demand,  chiefiy  owing  to  the  war  in  Cuba 
and  the  Philippines.  After  from  6  to  10  years,  normal  production  over  the  world 
will  probably  mcrease  sufficiently  to  bring  down  the  pnce  one-half  cent  a  pound. 
Daring  the  disturbances  in  Cuba  and  the  Philippines  raw  cane  sugar  has  been 
largely  obtained  from  Java,  West  India  Islands,  Demerara,  and  Hawaii,  and  beet 
sagar  from  (Germany  and  Austria  especially. 

Sugar  can  be  grown  much  more  cheaply  in  Cuba  than  in  this  country.  Wag:e8 
there  were  formerly  only  60  to  70  cents  daily,  but  under  existing  exceptional  cir- 
cumstances are  |1.25  to  $1.50.  Cuba  before  the  war  produced  735,000  tons 
(1,000  (KM),  accordinjBf  to  Mr.  Post),  and  if  annexed  could  soon  supply  the  entire 
aemand  of  the  Umted  States  at  2  cents  a  pound  for  raw  sugar.  (Havemeyer, 
104, 107,  113;  Post,  152, 159, 160.) 

B.  Beet  sugar. — ^Mr.  Post  testifies  that  the  product  of  beet  sugar  in  the  United 
States  was  41,000  tons  in  1897, 84,000  tens  in  1898,  and  estimated  at  122,000  tens  in 
1899.  Of  this  latter  amount  Michigan  will  produce  32,000  and  California  54,000 
tons.  Michigan  and  New  York  grant  bounties  which  have  greatly  increased  j)ro- 
duction.  The  Michigan  law  has  been  interpreted  as  guaranteeing  a  bounty  for  7 
years.  If  raw  sugar  were  imported  free  of  duty,  the  beetHSOgar  industry  would 
De  completely  dee&oyed  in  5  years.    (164.) 
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C.  Effeet  of  oombiiiati<m  on  pzioaa. — ^According  to  Mr.  Post,  the  American  Sugar 
Refilling  Conix>any,  owing  to  its  large  consumption  of  raw  sugar,  does  tend  to 
depress  its  price,  but  can  not  affect  it  more  probably  than  one-sixteentii  cent,  and 
only  during  certain  periods  of  the  year.  The  production  of  beet  suear  in  Europe 
chiefly  determines  the  price.  The  cane  crop  is  marketed  mainly  n-om  January 
to  April.  The  American  Company  avails  itself  of  its  immense  capital  to  lay  in  a 
large  supply  at  that  time,  when  the  pressure  of  producers  to  sell  is  greatest  and 
prices  lowest.     ( 1 53 ,  158. ) 

Mr.  Havemeyer  admits  that  the  American  Sugar  Refining  Company  has  some 
advantage  over  its  competitors  in  being  able  to  combine  different  rawHsugar 
markets.     (107.) 

Vm.  TARIFF  ON  SUGAR. 

A  Batai.— The  act  of  July  24, 1897,  paragraph  209,  fixes  the  duty  on  sugar  not 
above  No.  16  Dutch  standard  in  color,  if  not  testing  above  75  degrees  oy  the 
polariscope,  at  0.95  cent  per  pound,  with  0.035  cent  per  pound  additional  for 
each  additional  degree  of  test.  On  sugar  above  No.  16  Dutch  standard,  or  refined, 
the  rate  is  1.95  cents.  On  molasses,  8  cents  per  gallon  if  testing  between  40  and 
66  degrees;  above  56,  6  cents.  The  raw  sugars  most  commonly  used  for  refininjg 
vary  from  94  to  97  degrees,  96  being  considered  best.  The  duty  at  96  degrees  is 
1.685  cents.  The  Treasury  Department  estimates  that  it  requires  108.1  pounds 
raw  to  make  100  pounds  refined.  The  duty  on  this  amount  of  raw  would  be 
$1.82148.     (BUYNITSKY,  44-46.) 

B.  IhflinreBtial  duty  on  refinod  fogar. — In  estimating  the  amount  of  protection  to 
American  refiners  from  the  duty  on  refined  sugar,  the  amount  of  refilned  obtained 
from  a  given  -quantity  of  raw  sugar  is  decisive. 

Mr.  BuYNiTSKY  testifies  that  prior  to  1898  the  Treasury  Department  esti- 
mated that  92  pounds  of  refined  were  obtained  from  100  pounds  of  raw.  Improve- 
ments are  continually  being  made  by  which  a  larger  proportion  of  refined  is 
obtained,  especially  by  making  new  combinations  of  raw  sugars  of  different 
degree.  Such  changes  in  production  had  probably  made  the  Treasury  estimate 
too  low  some  time  before  it  was  raised,  in  1898,  to  92^.  Mr.  Buynitzky  has  been 
misrepresented  as  to  his  statements  before  a  committee  of  Congress,  but  did  surest 
that  he  preferred  93  as  a  safer  basis,  believing  that  the  rate  should  be  establisned 
sufiiciently  high  to  anticipate  improvements  lil^ely  to  be  made  in  a  short  time. 
Nevertheless,  he  considered  92|  as  safe  enough.  The  actual  quantity  varies  with 
different  kinds  of  raw  sugar  from  90  to  94  pounds,  sugar  from  Louisiana  giving 
the  highest  results.    The  calculations  are  very  intricate. 

Taking  the  Treasury  Department  estimate  that  108.1  pounds  of  raw  sugar  at 
96  degrees  are  required  to  produce  100  pounds  refined,  the  tariff  on  that  amount 
of  raw  sugar  would  be  $1.82148,  making  the  differential  duty,  or  protection  to 
American  refiners,  12.852  cents  -per  hundred  pounds,  since  the  tariff  on  refined 
sugar  is  $1.95.     (46-49.) 

Mr.  Post  believes  that  the  actual  differential  duty  is  more  nearly  15  or  17  cents 
than  12i  cents  per  hundred  pounds.  Mr.  Doscher  also  estimates  that  a  produc- 
tion of  93  pounds  of  refined  sugar  from  100  pounds  of  raw  sugar  is  more  nearly 
correct  than  92  pounds.     (Post,  157;  Doscher,  98.) 

C.  Suffleiexioy  of  proteotion. — Opinions  differ  as  to  the  sufficiency  of  this  differential 
dutv  to  protect  .^^erican  refiners  and  as  to  its  effect  on  prices  and  consumers. 

The  rate  of  protection,  according  to  Mr.  Havemeyer  (assuming  the  differential 
to  be  one-eighth  cent  per  pound) ,  amounts  to  3i  per  cent  ad  valorem,  and  does  not 
cover  the  difference  in  the  cost  of  refining  between  this  and  foreign  countries. 
He  advocates  an  increase  to  one-fourth  cent,  or  8  per  cent.  The  actual  difference 
in  cost  of  refining  between  the  United  States  and  feurope  is  probably  between  0.13 
and  0.15  cent.  To  be  sure,  no  sugar  is  now  imported,  probably,  so  that  American 
refiners  do  not  at  this  immediate  time  suffer  from  foreign  competition,  but  this 
is  because  local  competition  has  cut  the  margin  below  profitable  rates  and  below 
the  point  of  importation.  Nevertheless,  if  the  present  duty  were  removed  it 
would  kill  the  sugar  industry,  permitting  America  to  become  the  dumping  ground 
of  European  beet  sugars.  Aji  increase  of  tariff  would  not  help  renners  at  the 
present  moment,  but  is  sought  *'  for  contingencies."  If  a  reasonable  profit,  which 
the  witness  puts  at  one-fourth  of  a  cent  per  pound,  were  secured,  foreign  sugar 
would  be  imported.     (102, 106, 115, 130, 136. ) 

Mr.  Jarvie  practically  agrees  with  Mr.  Havemeyer,  holding  that  if  the  margin 
of  difference  between  raw  and  refined  sugar  now  prevailing  should  be  raisea  to 
a  remunerative  figure  there  would  be  foreign  competition.  The  general  feeling 
among  sugar  men  is  that  the  existing  differential  of  one-eighth  cent  is  insufficient* 
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The  witness  belieyes  one-fonrth  cent  wonld  give  effective  protection.  He  does 
not  know  whether  increase  in  tariff  at  present  wonld  rednce  competition  at  home 
or  make  bnsiness  more  profitable.  It  wonld  depend  on  trade  conditions.  Domes- 
tic competition  wonld  not  be  increased  by  increasing  the  tariff  nor  decreased  by 
taking  off  the  present  differential.  The  immediate  effect  on  foreign  competition 
of  removing  the  present  tariff  is  not  certain.     (148-145.) 

Mr.  Post  also  partiy  agrees  with  Mr.  Havemever,  althongh  he  believes  the 
actual  diff^ential  is  more  nearly  15  or  17  than  12^  cents.  U  prices  were  at  a 
proper  point  sugar  would  be  imported.  The  importation  noint  varies  according 
to  the  surplus  stock  in  Europe;  European  producers  may  sell  in  the  United  States 
at  less  than  their  home  prices.  The  cost  of  production  in  Europe  is  probably  15 
to  20  cents  less  than  here.  But  constant  chfmges  in  tariff  unsettle  business  and 
injure  the  country,  and  unless  conditions  abroid  change  the  tariff  on  sugar  fdiould 
not  be  increased.  Domestic  competition  would  probably  not  be  affected  oy  raifling 
the  tariff.     (157,182.) 

Mr.  Bu YNiTSKT  does  not  believe  the  differential  duty  on  refined  sugar  has  injured 
American  consumers.  Under  that  very  slight  protection  refineries  have  grown 
and  by  their  success  have  reduced  prices.  But  if  abuse  should  arise  through 
excessive  prices,  the  President  might  be  authorized  by  Congress  to  reduce  the 
duty  by  executive  order.     (49,  50.) 

Mr.  Atkins,  an  importer  of  raw  sugar  and  a  former  refiner,  pointed  out  that, 
-while  the  tariff  on  raw  sugar  amounts  to  over  50  x>er  cent  ad  valorem,  the  extra  duty 
of  12i  cents  a  hundred  on  refined  sugar,  which  he  believes  to  be  **  the  protection 
the  refiner  gets,"  amounts  to  only  ^  per  cent  ad  valorem,  if  the  price  be  taken  at 
8i  cents.  The  amount  of  this  small  duty  can  scarcely  affect  tne  price  to  the 
consumer.  The  sugar  refiner  gets  no  advantage  from  the  duty  on  raw  sugar. 
(806,807.) 

D.  Compantive  oost  of  Teflning. — ^The  effect  of  the  differential  duty  on  refined  sugar, 
of  course,  depends  upon  the  comparative  cost  of  refining  in  this  country  and  in 
Europe.  The  various  witnesses  agreed  that  the  cost  is  considerably  cheaper  in 
Europe,  largely  because  refined  sugar  is  made  directiy  from  the  beets,  without  a 
second  process,  thus  saving  the  use  of  the  boneblack,  which  is  expensive.  The 
cost  of  labor  is  also  less. 

Mr.  Hayemeyeb  and  Mr.  Post  testify  also  that  the  bags  which  are  used  for 
holdmg  sugar  abroad  are  less  expensive  than  barrels,  which  are  used  here, 
although  the  smaller  bags,  which  are  sometimes  used  in  this  country,  cost  about 
the  same  as  barrels.  Mr.  Jabyie  does  not  believe  that  the  use  ol'bags  is  mate- 
rially cheax>er,  since  they  have  to  be  made  very  heavy  and  since  there  is  consider- 
able waste  from  them. 

The  cost  of  transportation  to  the  United  States  is  insignificant,  since  sugar, 
which  is  conveniently  packed,  is  carried  for  ballast.  England  can  refine  sugar 
as  cheaply  as  any  country,  and  formerly  refined  2,000,000  tons  annually.  But  the 
competition  of  beet  sugar  has  ruined  the  business  and  cut  down  the  product  to 
1,000,000  tons. 

The  estimates  as  to  the  difference  in  the  cost  of  refining  in  favor  of  Europe  vary 
from  12  to  20  cents.    (Jarvie,  142, 146 ;  Post,  158 ;  Havemeyer,  182, 188.) 

X.  BBEset  of  tariff  on  raw  sagar. — 1.  Excessive  protection. — Mr.  Hayemeyeb  de- 
clares that  the  present  tariff  of  $40  per  ton  on  raw  sugar  amounts  to  flpving  that 
much  bounty  to  producers  in  Louisiana  and  the  Hawaiian  Islands,  reaching  about 
$24,000,000  annually.  He  implies  that  the  cost  of  production  is  only  about  2  cents 
per  pound.  He  argues  that  producers  of  raw  su^r,  since  it  is  an  agricultural 
product,  should  be  given  no  protection,  but  on  being  pressed  does  not  object  to 
giYing  them  moderate  protection.  These  domestic  proaucers  fumiedi  about  25  per 
cent  of  the  raw  product,  and  api)arently,  from  the  witness's  testimony,  much  of 
it  comes  in  competition  diifectly  with  the  refined  products  of  the  American  Sugar 
Refining  Comi)any.  The  price  of  refined  sugar,  and  the  mar^  between  it  and 
raw  sugar,  are  regularly  depressed  during  the  season  r>f  Louisiana  output.  (102, 
108, 130, 131.) 

Mr.  Atkins,  an  importer  of  raw  sugar,  declares  that  the  present  duty  on  raw 
sugar  affords  unnecessarily  high  protection  to  the  domestic  producer.  It  has  been 
established  primarily  at  the  instance  of  the  producers  of  beet  sugar,  and  is  having 
the  effect  of  building  up  that  industry,  but  the  witness  considers  that  this  is  done 
at  an  unjustifiable  expense  to  consumers,  in  view  of  the  cheapness  with  which 
sugar  could  be  obtained,  if  there  were  no  duty,  from  Cuba  and  other  outside 
sources. 

The  witness  considers  the  high  duty  especially  unjust  to  consumers  in  view  of 
the  comparatively  small  proportion  of  tne  raw  sugar  consumed  in  this  country 
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which  is  prodaced  here.    He  sabmitted  the  following  table,  showing  the  sonTcefi 
of  onr^sTigar  supply: 

Consumption  and  supply. 

Tons. 
Consumption  of  sugar,  United  States,  1898 2,047,000 

Sources  of  supply  on  basis  of  crops  of  1898-09 : 

Domestic  cane ." 235,000 

Domesticbeet 33,000 

Total  (protected  by  present  tariff ) .  268,000 

Free  foreign  sugar : 

Hawaiian  Islands 240,000 

Porto  Rico 55,000 

Total  (no  duty) 295,000 

To  have  advantage  under  reciprocity  treaties : 

Trinidad 50,000 

Barbados 45,000 

Jamaica 27,000 

British  Guiana 105,000 

Total  (sunposed  duty,  1.35  cents) ...     227,000 

Subject  to  full  Quty : 

Cuba 300,000 

Java - - --..  695,000 

Philippines,  export 60, 000 

Egypt - - 90,000 

Santo  Domingo  and  other  West  Indies 70, 000 

Brazil 165,000 

Total  (duty,  1.685  cents) 1,880,000 

Total 2,170,000 

Owing  to  the  small  proportion  which  the  domestic  product  itself  bears  to  the 
total  consumption,  the  producers  of  domestic  sugar  are  able  to  get  the  full  advan- 
tage of  the  duty— that  is,  the  price  is  fixed  by  the  foreign  product  plus  the  duty, 
competition  between  different  domestic  producers  having  no  tendency  to  reduce 
the  selling  price.  The  witness  estimates  that  the  profit  or  surplus  price  which 
the  producers  of  this  country  and  of  Hawaii,  and  also  those  of  the  British  colo- 
nies which  receive  a  reduction  of  duty,  gain  through  the  tariff,  at  the  expense  of 
the  consumer,  is  $22,337,910.  The  method  of  reacmng  this  result  is  shown  in  the 
following  table: 

Domestic  production,  268,000  tons;  estimated  average,  96  test;  duty  at 
1.685centsperpound=$37.74perton $10,114,320 

Sandwich  Islands,  240,000  tons;  estimated  average,  95  test;  duty  at 
1.65  cents  per  pound=$36.96  per  ton 8,870,400 

Porto  Rico,  55,000  ton^;  estimated  average,  89  test;  duty  at  1.44  cents 
5erpound=S32.25perton 1,773,750 

Tnnidad,  Barbados,  and  Jamaica,  122,000  tons;  estimated  average, 
89  test;  duty  at  1.44  cents=$32.25  per  ton,  $3,934,500;  supposed  20 
per  cent  rebate 786,900 

British  Guiana  (Demerara),  105,000  tons;  estimated  average,  96  test; 
duty  1.685  cents=$37.74  per  ton,  $3,962,700;  supposed  20  per  cent 
rebate 792,540 

Charged  consumer  for  benefit  of  producer $22, 337, 910 

Beet-sugar  manufacturers,  since  their  product  is  refined  sugar,  really  receive 
a  still  higher  protection,  the  total  tariff  upon  refined  sugar  being  $1.95  per  100 
pounds.  Moreover,  the  beet-sugar  factories  in  this  country  are  mostly  located 
west  of  the  Missouri  River,  and  their  product  is  sold  in  that  region,  so  that  the 
cost  of  freight  from  the  seacoast,  amounting  to  about  one-half  a  cent  per  pound, 
is  an  additional  protection  to  their  industry.  Mr.  Atkins  further  stated  that  a 
recent  report  of  the  Agricultural  Department  shows  that  estimates  have  been 
made  abroad,  in  view  or  the  possible  competition  of  the  United  States  in  the  beet- 
sugar  industry,  that  granulated  sugar  should  be  produced  in  this  country  from 
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beets  at  3^  cents  per  j^und.  Since  the  selling  price  of  refined  sngar  nuide  from 
the  impoitedprodnct  is  as  high  as  5  or  5i  cents,  the  witness  considers  that  the 
protection  am>rded  to  the  American  i)rodncer  is  excessive. 

The  advantage  of  the  high  protection  to  the  beet-sngar  indnstry,  according  to 
Hr.  Atkins,  ha^  not  so  far  come  lar^ly  to  the  farmer,  bnt  has  been  chiefly 
ab^Trbed  by  the  mannfactnrer.  Estimates  show  that  the  American  farmers 
receive  from  $4  to  |4.50  per  ton  for  beets,  while  the  farmers  of  Germany  and 
other  European  countries  obtain  practically  the  same  price. 

The  effect  of  excessive  protection  to  the  sngar  industry  is  to  prevent  the  devel- 
opment of  the  best  processes,  since  they  are  unnecessary  in  order  to  secure  a  profit. 
Mr.  Atkins  believes  that  the  American  beet-sugar  refineries  are  inferior  in  their 
methods  to  those  abroad.  Previous  to  1890,  when  the  Louisiana  sugar  industry 
viras  highly  protected,  the  methods  of  production  were  very  rudimentary.  When 
sugar  was  made  free  under  the  McKinle^  tariff  the  producers  were  forced  to 
improve  their  methods.  The  same  experience  has  been  met  with  in  Oiba  and 
other  countries  where  the  price  of  sugar  has  declined  and  has  compelled  improved 
methods.  The  prices  wmch  are  being  obtained  in  Louisiana,  even  under  the 
tariff,  would  have  been  considered  ruinous  20  years  aeo. 

As  regards  Louisiana  sugar,  Mr.  Atkins  believes  tnat  the  climate  is  not  thor- 
oughly a4apted  to  the  production  of  sugar  cane.  It  is  an  artificial  growth  there 
and  never  Mly  ripens.     (Atkins,  803-806,  809.) 

2,  Difference  in  duties  between  different  countries. — ^Mr.  Atkins,  an  imx)orter  of 
raw  sugar,  testifies  that  as  a  result  of  the  war  with  Spain,  with  the  consequent 
annexation  of  Hawaii  and  prospective  annexation  of  Porto  Rico  and  the  Philix>- 
pines,  there  will  be  a  great  difference  in  the  prices  obtainable  for  raw  sugar  at 
the  different  sources  of  our  supply.  Although  under  previous  treaties  the  sugar 
produced  in  Hawaii  was  imx)oited  without  duty,  the  uncertainty  as  to  the  future 
of  the  islands  prevented  the  development  of  the  industry  on  a  large  scale;  but 
since  their  annexation  to  this  country,  and  the  consequent  certainty  that  the 
tariff  will  never  hereafter  apply  to  sugar  brought  from  them,  large  investments 
are  being  made  by  American  capitalists  and  tne  product  is  rapidly  increasing. 
So  far  the  Government  authorities  have  held  that  business  with  Porto  Bico  is  to 
be  considered  as  coastwise  traffic,  and  apparently  it  will  not,  in  the  future,  be 
subject  to  the  duty.  The  same  will  prooably  be  true  of  the  Philippines.  More- 
over, treaties  have  been  made  with  the  British  colonies  in  the  West  Indies  and 
British  Guiana,  which,  if  confirmed,  will  reduce  the  duty  on  sugar  from  those 
sources  by  20  X)er  cent.  Unless  Cuba  is  annexed  to  the  United  States  or  unless  the 
duty  on  sugar  from  Cuba  is  repealed,  that  country  will  be  entirely  unable  to  com- 
I>ete  with  tne  other  sources  of  supply.  The  tariff,  amounting  to  $1 .68  on  96-degree 
sugar,  is  such  a  large  percentile  of  the  cost  of  production,  and  the  cost  of  produc- 
tion has  been  so  close  nitherto  to  the  price  received,  that  no  country  that  is  dis- 
criminated against  by  the  establishment  of  duties  can  x>o8sibly  compete  with 
countries  where  the  duty  does  not  apply. 

In  support  of  this  general  contention  Mr.  Atkins  has  prex>ared  a  table  showing 
the  prices  whicdi  could  be  received  by  the  sugar  producers  of  various  countries,  in 
view  of  the  different  rates  of  duty,  and  of  the  different  freight  charges,  on  the 
hypothesis  that  the  market  price  of  sugar  in  New  York,  duty  paid,  is  4i  cents. 
Tnis  table  shows  that  sugar  imported  from  Germany  would  net  its  producer  $2.71 
per  100  pounds;  from  Cuba,  $2.69;  from  Java,  $2.46;  from  the  English  colonies,  on 
account  of  the  lower  duty,  |3.02;  from  Porto  Bico,  |4.28;  and  from  Hawaii,  |4.14. 
The  table  on  which  this  estimate  is  based  follows: 


Charges. 

Ger- 
many. 

Cuba. 

Java. 

Eng- 
llS 
colo- 
niea. 

Porto 
Bloo. 

Ha- 
waii. 

Duties: 

Tariff 

Cents. 

1.685 

.250 

.060 

.020 

Cents. 
1.6a5 

None. 
.100 
.026 

2.600 

Cents. 
1.685 

None. 
.800 
.060 

2.466 

Cents. 
1.348 

None. 
.100 
.028 

aQ24 

Cents. 

None. 

None. 
.180 
.092 

4.288 

Cents. 
None. 

CnnTitAryailiiig 

None. 

E<Ptiixi»t4Kl  freighfft 

.270 

Tpworanceon  fro.  b.  value 

.000 

Tifieff  Imnnty       , -,.,...-......... r 

2.044 
.200 

F.o.bu  value  ..........••.•••.....•..•...... ...... 

1.786 
2.715 

6.140 

4.60 

4.50 

4.60 

4.60 

4.60 

4.60 

Foreign  yaliie  above... ............ ....... 

2.71 

2.60 

2.46 

8.02 

4.28 

4.14 
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Before  the  recent  insnrrection,  Cnba  was  producing  1,080,000  tons  of  sugar  -per 
year.  For  the  last  year  the  crop  has  been  a  little  over  800,000  tons.  There  is  no 
capital  available  in  Cnba  for  investment,  and  capital  from  the  United  States  will 
not  be  invested  there  for  fear  that  the  island  will  be  made  independent  of  the  United 
States  and  will  be  compelled  to  pay  duty  upon  sugar.  Mr.  Atkins  is  doubtful  as 
to  the  power  of  the  President,  without  an  act  of  Congress,  to  conclude  anv  treaty 
with  Cuba  by  which  the  duty  on  susar  may  be  reduced.  The  witness  does  not 
consider  it  likely  that  any  duty  will  be  charged,  at  any  time,  by  act  of  Congress 
or  otherwise,  ux>on  the  product  of  Hawaii,  f  orto  Rico,  and  the  Philippines.  If 
this  is  the  case,  Cuban  industry,  which  depends  almost  wholly  on  sugar,  will  be 
ruined,  unless  its  sugar  be  freea  from  duty.  This  country  has  a  morS  responsi- 
bility for  the  prosperity  of  the  island. 

Mr.  Atkins  further  believes  that  the  duty  on  raw  sugar  is  excessive;  but  this 
point  is  developed  more  fully  above,  pages  71, 72.     (Atkins,  800,  802,  808,  810.) 

7.  Goontenrailiag  dntiei . — ^The  effectiveness  of  the  protection  afforded  to  Ameri- 
can refiners  depends  also  largely  upon  the  success  of  the  system  of  countervailing 
duties  levied  to  offset  the  bounties  paid,  directly  or  indirectly,  on  the  exx>ortation 
of  refined  susar  from  various  European  countries. 

The  act  of  July  24,  1897,  provides  that  the  Secretary  of  the  Treasury  shall 
ascertain  the  amount  of  bounty  x>Aid  for  ezx>ortation  of  anv  article  from  any 
foreign  country,  and  shall  charge  an  additional  duty  on  such  articles,  on  their 
entrance  into  the  United  States,  equal  to  such  bounty.  By  the  circular  dated 
December  12, 1898,  the  amount  of  such  bounties  on  sugar  is  stated  for  the  Argen- 
tine Republic,  Austria-Hungary,  Denmark,  France,  Germany,  Netherlands,  and 
Russia.  Countries  paying  such  bounties  on  sugar  have  usually  sought  to  conceal 
them,  generally  by  paying  drawbacks  at  exx>ortation  on  the  basis  of  the  actual 
amount  ezx>orted,  while  the  original  tax  was  levied  on  the  basis  of  an  assumed 
amount  of  production,  from  a  measured  quantity  of  beets,  which  was  less  than 
the  actual  production.  The  representatives  of  the  various  countries  appeared 
before  the  Treasury  Department  to  influence  the  decision  as  to  countervailing 
duties.  Russia  denied  that  any  bounty  was  given,  but  by  the  method  above 
described  the  actual  bounty  is  equal  to  about  25  cents  on  86  pounds.  (Germany, 
Austria-Hungary,  and  France   now  give   direct  and  unconcealed   bounties. 

(BXTYNITSKY,  52-54.) 

Mr.  Post  is  of  the  opinion  that  existing  countervailing  duties  are  accurate  and 
satisfactory,  and  subs&ntially  offset  the  various  foreign  bounties.     (Post,  162. ) 

Mr.  Atkins  points  out  that  in  1897  the  consumption  of  sugar  in  Germany  was 
594,000  tons,  wnile  the  production  was  three  times  as  great — 1,725,000  tons.  This 
great  production  has  been  due  to  the  high  bounties  given  by  the  Grovemment. 
(810.) 

O.  Drawbaoln. — When  sugar  or  sirup  refined  from  imported  raw  sugar  is  exported 
a  drawback  is  paid  equal  to  the  amount  of  the  duty  less  1  per  cent.  A  careful 
calculation  is  made  as  to  the  relative  proportion  of  refined  sugar  and  of  simp 
obtained  from  a  given  quantity  of  raw,  and  a  drawback  is  apx)ortioned  b^tween 
these  two.  By  this  method  a  table  of  drawbacks,  according  to  the  degree  of 
X>olarization  of  raw  sugar,  is  determined.  The  drawback  on  100  pounds  of  refined 
sugar  made  from  96-de^ee  raw  sugar  is  $1.79.  The  rate  on  sugar  made  from 
beets  varies  slightly.  The  drawback  on  sirup  valued  at  8  cents  per  gallon  or  less 
is  li  cents;  from  8  to  14  cents,  one-half  the  value  of  the  sirup;  above  14  cents, 
7  cents  ner  gallon.  The  values  named  are  those  in  the  tank  at  the  refinery  with- 
out furuier  treatment  or  rectification.     (Buynitsky,  44-46,  51.) 
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LIST  OF  WITNESSES. 

Pag«  of  testimony. 
Bradley,  Edson,  president  American  Spirits  ManafBctnring  Company  and  vice-president 

Distilling  Company  of  America 813-4J3i 

Clarice,  Charles  C  independent  distiller,  Peoria,  HI 167-iae 

Cook,  Martin  B.,  wholesale  liqnor  dealer  and  distiller.  New  York  City 210-260 

Lnyties,  Henry  E.  G.,  wholesale  liqnor  dealer  and  distiller.  New  York  City 250-259 

McXalta,  John,  receiver  of  the  DistUlincr  and  Cattle  Feeding  Company 1S2-240 

Rioe,Samnel,  president  Distilling  Company  of  America 831-^48 

I.  DB8CRIPTION  OF  BUSINESS. 

The  wbisky  bnsiness  is  divided,  roughly  speaking,  into  three  great  branches — 
(1)  the  distillation  of  alcoholic  spirits;  (2)  the  rectification  of  such  spirits  into 
whiskies  and  other  liquors  and  their  distribution ;  {'6)  the  distillation  of  ' '  straight " 
whisky,  which  is  rendered  fit  for  use  only  by  aging.  The  chief  branches  of  the 
latter  trade  are  the  distillingof  Bourbon  whisky  in  Kentucky  and  of  rye  whisky, 
which  is  chiefly  confined  to  Pennsylvania  and  Maryland. 

A.  Sniriti. — The  undiluted  product  of  the  distillation  of  com  is  alcohol.  When 
refined  through  charcoal  commercial  alcohol  becomes  known  as  pure  spirits.  A 
dightly  different  form  of  x)ure  spirits  is  known  as  hi^h  wines,  which  was  the 
former  basis  for  the  quotation  of  prices,  the  present  basis  being  ''  proof  spirits" — 
that  is,  spirits  reduced  to  a  propoition  of  one-half  alcohol.  '*  The  term  high  wines 
was  more  descriptive  of  a  land  of  product,  and  prices  were  based  after  all  upon 
proof  gallons;"  so  there  has  been  no  essential  change  in  the  basis  of  quotation. 
Alcohol  is  chiefly  used  in  the  arts.  Spirits  are  used  largelv  in  making  colognes 
and  essences  and  in  blending  to  make  cheaper  grades  of  whiskies,  gins,  etc. 
Out  of  a  total  annual  production  of  about  93,000,0(%  gallons  of  spirituous  liquors, 
only  29,000,000  gallons  are  rye  and  Bourbon  whisky,  tne  remainder  being  alcohol, 

§)irit8,  or  rectified  whisky.     (Clarke,  168;  McNulta,  204,  205;  Luyties,  258; 
RADLET,  827.) 

The  residue  from  distillation  is  an  exceedingly  important  factor  in  the  business. 
That  remaining  from  1  bushel  of  com  is  sufficient  to  feed  1  head  of  cattle  1  day. 
By  a  recent  invention,  which  is  being  used  largely  in  (Germany  and  to  some 
extent  in  this  coimtry,  this  residue,  instead  of  being  fed  directly  to  cattle,  is  dried 
and  baled.  This  is  advantageous  because  constant  operation  in  order  to  supply 
cattle  is  not  necessary,  and  tne  residue  can  also  be  used  **  in  summer,  when  the 
cattle  can  not  be  fed  on  slops."    (Luyties,  258,  259.) 

B.  fiectiiying  and  oompoimdizig  of  whiakiei. — A  considerable  proportion  of  pure  spir- 
its are  used  in  the  preparation  of  cheap  ^ades  of  whiskies,  gin,  etc. ,  which  can 
be  used  immediately  without  aging.  This  process  is  largely  carried  on  by  what 
are  known  as  rectifying  houses.  These  houses  are  also  often  referred  to  as 
"distributers/*  because  it  is  through  them  that  the  spirits  reach  the  wholesale 
trade. 

Mr.  Rice  testifies  that  pure  spirits  are  to  be  considered  as  raw  material.  There 
is  no  difference  in  quality,  and  practically  no  demand  for  the  great  bulk  of  the 
output  except  in  a  modified  form.  The  price,  therefore,  of  pure  spirits  depends 
absolutely  on  the  ]?rice  at  which  the  rectified  product  is  sold.  The  business 
of  distributing  spirits  may  be  considered  more  profitable  than  that  of  distilling, 
because  of  the  valuable  trade-marks  and  brands  which  are  often  connected  with 
the  rectified  product.  It  is  for  this  reason  that  the  whisky  combination  has 
songht  to  bring  in  the  business  of  recti^^ring  and  distribution,    (835.) 

The  process  of  compounding  and  rectif  jdng  was  described  in  some  detail  by  Mr. 
Clarke.  He  stated  that  the  pure  spirits,  reduced  sufficiently  in  strength,  are 
mixed  with  brown  sugar  and  other  coloring  substances,  and  fiavored  with  various 
proportions  of  high-priced  old  whisky  and  with  other  materials.  The  witness 
knows  of  no  harmful  materials  used,  but  the  proportion  of  old  whisky  used  varies 
greatly,  and  the  cost  varies  accordingly.  If  10  gallons  of  old  whisky,  worth  about 
92.25  per  gallon,  are  used  with  40  gallons  of  pure  spirits,  worth  $1.30,  the  cost  of 
the  product,  including  5  cents  for  other  materials,  would  be  $1.60.  If  the  proof 
be  reduced  from  100  to  60,  as  is  sometimes  done,  the  cost  would  be  96  cents. 
Another  form  of  cheap  whisky  is  made  without  old  whisky,  and  with  the  proof 
of  90  can  be  made  for  |l.23  "per  gallon.  Most  whisky  sold  over  the  coxmter,  except 
by  druggists,  is  rectified  whisky.     (179, 180.) 

Mr.  McNuLTA,  after  studying  carefully  the  compounding  processes  of  the  Dis- 
tilling and  Cattle-Feeding  Company,  especially  in  the  Shufelat  distillery,  believes 
^t  the  adtdteration  of  whisky  is  purely  imaginary.    The  basis  is  high-proof 
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spirits,  which  is  simply  refined  alcohol,  with  just  enough  water  to  hold  it  in  liqnid 
form.  To  this,  to  make  whisky,  onlv  brown  sngar,  glycerin,  and  pmne  jnice  are 
added.  There  is  nothing  that  can  be  sabstitnted  for  the  spirit,  which  is  itself 
exceedingly  cheap.  Whisky  thns  made  is  perfectly pore^  ana  though  unpalatable 
at  first,  improves  Dy  age.  Gin  is  made  at  tne  Shufefdt  distillery  by  a  secret  proc- 
ess in  which  juniper  berries  and  other  vegetable  materials  are  added  to  pure 
spirits.    The  process  is  as  satisfactory  as  that  used  in  Holland.    (204, 305, 290.) 

C.  gMtneky  aad  xye  whiskiM. — These  whiskies,  which  are  chiefiy  used  for  beverage 
purposes,  are  made  fit  for  use  only  by  aging,  usually  for  a  number  of  years,  dur- 
mg  which  time  generally  the  tax  is  not  pud,  the  goods  being  held  in  bonded  vrare- 
housee.  The  distillation  of  these  whiskies  is  quite  closely  confined  in  locality, 
and  their  sale  depends  almost  altogether  on  the  name  of  tne  brand.  The  prices 
are  much  higher  usually  tlum  for  staple  or  rectified  whisky.  (Bradley,  827,829; 
Rice,  886,887.) 

n.  HI8TOR7  AND  DB8CRIPTIOK  OF  COMBINATIOK8. 

Xntrodnetion. — ^The  various  combinations  in  the  whisky  business  have  been  so 
numerous  and  so  intricately  related  that  it  is  not  easy  always  to  understand  the 
references  made  by  the  various  witnesses. 

Aside  from  the  early  pools,  the  first  combination  was  the  Distillers  and  Cattle 
Feeders'  Trust.  This  was  succeeded  by  the  Distilling  and  Cattle  Feeding  Com- 
pany in  1801.  The  latter  was  reorganized  under  the  title  of  American  Si)irit8 
Manufacturing  Compjany  in  1895.  All  these  organizations  were  confined  strictly 
to  the  business  of  spirits,  having,  nothing  to  do  with  Kentucky  and  rye  whisky 
and  very  Uttle  to  do  with  the  rectifying  and  distributing  business. 

In  1896  the  Spirits  Distributing  (Jompany  was  incorporated,  as  a  subsidiary  to 
the  American  Spirits  Manufacturing  Company,  for  the  purpose  of  controlling 
rectifying  and  distributing  houses.  In  1898  the  Standard  Distilling  and  Distribut- 
ing Company  was  organized.  It  controlled  various  spirits  distilleries,  but  took  in 
besides  many  distributing  houses. 

The  Kentucky  Distilleries  and  Warehouse  Company  was  organized  in  February, 
1899,  to  secure  control  of  the  Bourbon  whisky  business. 

Later  in  1899  the  Distilling  Company  of  America  was  formed  to  combine  all 
four  of  the  existing  companies  above  named  and  to  take  in  also  certain  leading 
rye  distilleries.  This  organization  was  established  during  the  time  when  testi- 
mony on  the  subject  of  the  whisky  combinations  wa&bejng  taken  ISO^re  the  Indus- 
trial Commission,  so  that  some  of  the  witnesses  gave  evJUpncaiiefor^ts  organiza- 
tion. This  fact  must  be  borne  in  mind  in  int^reting  the  statem^ts  of  these 
witnesses. 

A  Podb. — The  first  combinations  among  distillers,  beginning  in  1882,  were  in  the 
form  of  pools.  The  number  of  barrels  to  be  produced  by  each  distillery,  and  the 
prices,  were  regulated  by  agreement.  From  70  to  80  distilleries  usually  joined, 
and  production  was  limited  to  about  50  per  cent  of  their  capacity.  One  of  these 
pools  was  known  as  the  Western  Exporters'  Association.  It  determined  the  pro- 
ducing capacity  of  each  distillery  and  divided  the  consuming  capacity  of  the 
country  pro  rata.  Distilleries  producing  in  excess  were  required  to  export  at 
their  own  cost,  while  any  surplus  arising  fortuitously  was  exported  at  the  expense 
of  the  association,  the  loss  bemg  met  by  assessment.  The  pools  were  frequently 
broken  by  violation  of  agreement  by  members  or  by  new  distilleries;  there  were 
no  x>enalties.  Business  became  so  unprofitable  when  broken  that  they  could 
usually  be  reorganized  soon.     (McNulta,  200;  Clarke,  168, 169.) 

Mr.  Bradley  stated  that  the  whisky  business  is  one  of  great  booms  and  depres- 
sions, due  at  times  to  changes  in  the  law  and  also  to  the  fact  that  stocks  of 
whiskies  are  accumulated.  The  witness  knows  of  few  permanent  fortunes  that 
have  been  made  in  the  whisky  business.    (828.) 

B.  IHstiUen  and  Cattle  Feedan^  Tnist — 1.  Or^aniea^ion.— The  trust  was  organized 
in  1887  by  an  agreement  following  the  form  of  the  Standard  Oil  Trust.  Sixty- 
five  distilleries  first  entered  the  combination.  They  were  all  first  organized  as 
corporations,  and  the  stock  of  these  was  put  into  the  hands  of  nine  trustees,  who 
issued  therefor  trust  certificates.  The  lists  furnished  by  Mr.  McNulta  show  that 
trust  certificates  were  exchanged  for  the  shares  of  the  constituent  companies 'in 
various  proportions,  running  up  to  more  than  twenty  to  one.  (^e  or  two  shares 
of  stock  were  usually  left  in  the  hands  of  officers  of  the  corporation,  to  qualify 
them  to  be  directors,  while  the  remainder  were  held  by  the  trustees.  The  trus- 
tees had  the  same  control  of  the  separate  corporations  as  if  ^ey  were  actoal 
owners  of  the  stock,  though  the  precise  leg^  powers  of  tbe  trostees  were  never 
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detenxdned,  the  courts  indeed  finally  holding  the  method  of  organization  itaelf 
illegal.  The  tmsteee  elected  directors  for  each  company,  nsnailv  consisting  of 
part  of  their  own  nnmber  and  ^e  manager  of  the  dismlerv,  often  its  former 
owner,  who  was  paid  a  salary.  Eighteen  or  nineteen  additional  distilleries 
entered  the  trust  in  1888  and  two  in  1^,  making  a  total  of  86.  Only  38  of  these 
were  running  when  taken  in.  (Clabke,  169,173;  McNulta,  198-197,200.) 

2.  Capitalization  and  valuation  ofpianis, — Testimony  differs  as  to  the  relation 
of  the  capitalization  to  the  actual  valne  of  the  plants  joining  the  trust.  Mr. 
McNuLTA  knows  of  no  reliable  data  as  to  the  method  of  valuing  the  plants,  except 
that  it  was  done  primarily  by  the  trustees  in  consultation  witn  the  separate  dis- 
tilleiles.  The  trustees  were  doubtless  paid  somewhat  better  for  their  plants  than 
others.     (196.) 

Mr.  Clabke  holds  that  trust  certificates  were  issued  at  the  rate  of  about  four 
times  tiie  actual  valuation  of  each  distillery.  A  committee  of  the  trustees  made 
a  valnation  based  on  the  cost  of  reproduction,  location,  and  eaminj^  power.  It 
-was  intended  that  this  should  be  known  only  to  the  trustees.  The  witness  knows 
that  his  own  distillery  received  trust  certificates  amounting  to  four  times  its 
Talnation.  The  amount  of  trust  certificates  was  about  $84,000,000,  on  which 
dividends  at  6  per  cent  were  paid.     (169,  170, 187.) 

C.  DutilBag  and  CMtl«  Feeding  Oempsay. — ^1.  OrffanizaHon. — The  trust,  fearing 
court  decisions  against  that  form  of  organization,  reorganized  as  a  corporation  in 
1890.  Appplication  for  license  to  incorporate  under  the  laws  of  Illinois  was  filed 
January  30, 1890,  and  the  charter  was  issued  February  12. 

The  coital  stock  was  $35,000,000,  all  but  about  $1,000,000  of  which  was  turned 
over  to  holders  of  trust  certificates  of  the  Distillers*  Trust  in  payment  for  all  its 
properties,  the  remainder  being  held  in  the  treasury.  (Forms  of  application, 
noense,  stock  subscription,  charter,  biU  of  sale  by  trust  to  corx)oration,  by-laws 
of  Distilling  Company,  and  record  of  first  meeting  of  stockholders  and  election 
of  directors  are  exhibited.  Pages  218-224.)  No  preferred  stock  was  issued.  The 
amount  of  bonds  authorized  was  $8,000,000,  but  only  $1,000,000  were  issued. 
Later  $2,500,000  more  were  issued  as  collateral  for  payment  of  rebates.  The  trus- 
tees became  directors  in  the  new  corporation.  The  separate  corx)orations  which 
entered  the  trust  surrendered  their  charters  and  their  properties  were  bought  with 
shares  of  the  new  corporation.     (McNulta,  195;  Clarke,  171, 173.) 

2.  Dividends  and  profits, — The  dividend  paid  by  the  Distilling  Oa^pany  for  the 
year  ending  March  31, 1891,  was  4  per  cent,  or  $1,260,053;  for  18^  5i  per  cent, 
$1390,022;  1893,  2^  per  cent,  $874,876.  After  this  time  profits  were  used  in  pur- 
duhsing  additional  distilleries,  about  $4,000,000  being  thus  invested.  The  witness 
estimates  that  the  actual  value  of  the  properties  could  not  exceed  one-half  the 
capitalization  on  which  dividends  were  paid.    (McNulta,  216, 238.) 

8.  Stock  speculation, — ^The  stock  both  of  the  trust  and  of  the  ensuing  corpora^ 
tion  varied  in  value  greatly,  from  8  to  70,  and  was  much  speculated  in.  It  was 
proved  that  the  directors  of  the  corporation  used  its  money  for  buving  stocks  and 
protecting  margins,  nominally  in  tne  name  of  tlie  corporation.  Thev  sold  stocks 
as  indivi&als  to  the  comjian^  as  such  at  prices  above  the  market,  the  difference 
being  estimated  by  the  receivers  at  about  $800,000.  Owners  of  stock  in  New 
York  and  in  Illinois  investigated  the  books  and  applied  for  receivership  in  Janu- 
ary, 1895,  making  many  charges  of  mismanagement.  (McNulta,  198;  Clares, 
174, 175.) 

Mr.  Bice,  who  was  a  member  of  the  stockholders'  protective  committee  which 
was  formed  at  this  time,  sdso  testifies  that  it  was  a  matter  of  general  knowledge 
tiuit  Mr.  Greraihut,  the  president  of  the  company,  had  been  speculating  in  the 
stock  of  the  company;  he  has  no  doubt  of  the  ract  himself.    (831.) 

4.  Illegality  under  lUinois  law, — ^In  1894,  in  the  case  of  Distilling  and  Cattie 
Feeding  Comi)an^  v.  People  (156  Illinois,  448),  the  court  held  the  company  a  com- 
bination in  restraint  of  trade,  attempting  to  comer  the  market,  and  hence  illegal 
undeor  the  trust  law  of  Illinois.  The  judgment  was  one  of  ouster  in  the  circuit 
court.  Pending;  the  appeal  to  the  supreme  court,  the  comi)any  was  put  in  the 
hands  of  a  receiver  on  other  grounds,  and  the  final  decision  was  not  rendered.  It 
was  further  held  that  the  transfer  of  property  from  theJHstillers'  Trust  to  the 
company  was  illegal,  because  i)ayment  was  made  in  sW;k  instead  x>f  money. 
(McNulta,  216,  217.) 

5.  Receivership. — Mr.  Bice  testifies  especially  as  to  the  events  which  led  to  the 
receivership  of  the  Distilling  and  Cattie  Feeding  Company.  The  holders  of  rebate 
certificates  issued  by  the  company  had  organized  a  committee  in  the  fear  that 
they  would  be  unable  to  collect  these  rebates.  This  committee  hastened  the 
receivership,  aJthongh  it  had  nothing  directly  to  do  with  it.  The  infonnation 
elicited  by  it  led  to  we  organization  of  a  protective  committee  of  stockholders  in 
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September  or  October,  1894,  which  secured  proxies  for  over  300,000  shares  out  of 
the  entire  850,000  shares  of  the  stock.  The  officers  of  the  company  agreed  to  meet 
this  committee;  but  instead  Mr.  Qreenhut,  the  president,  went  to  Chicago,  and,  on 
the  application  of  holders  of  1,700  or  1,800  shares  of  stock,  had  himself  appointed 
receiver,  together  with  Mr.  Edward  F.  Lawrence,  of  the  First  National  Bank  of 
Chicago.  A  few  days  later,  on  the  action  of  the  stockholders'  committee,  the 
court  removed  Mr.  Greenhut  and  substituted  John  J.  Mitchell,  of  the  Illinois 
Trust  and  Savings  Company,  with  G^en.  John  McNulta  to  represent  the  court. 
Mr.  Greenhut  was  charged  with  having  speculated  in  the  stock  of  the  company. 
(831,837.) 

Mr.  McNulta's  testimony  agrees  with  the  statements  of  Mr.  Rice  as  to  the 
appointment  of  receivers,  giving  less  detail  as  to  the  causes  leading  to  it.  He  tes- 
tines  that  after  March  23,  1895,  he  himself  remained  as  sole  receiver  of  this  com- 
pany, and  in  fact  is  still  acting  as  such,  although  the  business  is  practically  closed 
up.  As  receiver  he  continued  to  operate  the  distilleries  on  a  small  scale  (tiiia 
being  necessary,  as  Mr.  Rice  x)oints  out,  on  account  of  the  cattle  depending  upon 
the  residue) .     (192,  210. ) 

6.  Becords  of  trust  and  company, — ^When  the  receiver  took  possession  in  1895  he 
found  no  records  of  the  Distillers'  Trust,  and  believes  that  they  were  destroyed. 
The  x>apers  of  the  Distilling  Comx)any  were  apparently  intact,  but  there  was  some 
dispute  by  the  officers,  who  maintained  that  the  papers  in  two  safes  were  private 
ana  not  company  records.  These  safes  were  forced  open  and  private  papers  sex>- 
arated  from  others.     (McNulta,  196, 196.) 

D.  American  Spirits  ICanufaotnriziff  Company. — The  history  of  this  organization  is 
given  with  especial  fullness  by  Mr.  Rice,  its  president,  and  in  less  detail  by  Mr. 
Clarke  and  Mr.  McNulta. 

It  was  organized  by  a  syndicate  of  the  stockholders  of  the  Distilling  and  Cattle 
Feeding  Company,  including  practically  all  of  the  stock.  The  capitalization  of 
the  new  company  was  $7,000,000  preferred,  $38,000,000  common  stock,  the  total 
being  equal  to  the  capital  of  the  Distilling  and  Cattle  Feeding  Company.  Accord- 
ing to  Mr.  Rice,  the  transaction  with  the  Distilling  and  Cattle  Feeding  Company 
consisted  simply  of  a  transfer  of  stock,  dollar  for  dollar,  in  which  the  cash  value 
of  the  plants  transferred  had  nothing  to  do  with  the  calculation.  Mr.  McNulta, 
however,  testifies  that  the  properties  were  sold  outright  for  cash  by  the  receiver  to 
the  new  corHration,  the  price  being  $10,500,000.  The  new  company  levied  an 
assessment  on  the  stockholders  of  $4  per  share  for  cash  capital,  and  this,  in  addi- 
tion to  the  $10,500,000,  constitutes  a  fair  valuation  of  the  property  secured.  The 
new  company  assumed  all  the  debts  of  the  Distilling  and  Cattle  Feeding  Company, 
and  the  receivership  expenses. 

Mr.  Rice  confirms  the  judgment  that  the  value  of  the  properties  actually  taken 
over  by  the  American  Spirits  Manufacturing  Company  did  not  exceed  $10,500,000. 
The  number  of  plants  taken  was  17,  althougn  80  at  least  had  entered  the  old  Dis- 
tillers' Trust.  These  17  were  the  only  ones  which  had  real  value,  the  remaining 
ones  representing  burden.    Many  had  been  dismantled. 

The  American  Spirits  Manufacturing  Company  has  never  paid  any  dividends, 
and  Mr.  Rice,  its  president,  states  that  he  never  made  anv  concealment  of  the 
fact  that  it  was  formerly  little  more  than  a  wreck.  It  had  been  formed  chiefly 
as  an  agency  toward  establishing  a  more  wide-reaching  combination.  Its  pre- 
ferred stock  has  ranged  in  value  on  the  exchange  from  15  to  40,  the  common  from 
6  to  15.  No  public  financial  statement  of  the  affairs  of  the  company  was  made, 
but  at  the  annual  meetings  a  general  statement  of  its  condition  was  given,  wMle 
the  officers  made  it  a  practice  to  explain  its  affairs  and  show  the  books  to  bona  fide 
stockholders  inquiring  concerning  them.  (Clarke,  175;  McNulta,  234,  235; 
Rice,  832,  833,  840.) 

X.  Spirits  IKitribatiiig  Gompanv. — This  organization  was  formed  in  February,  1896. 
Its  capital  was  $1,250,000  of  first  preferr^,  $1,575,000  of  second  preferred, 
$3,675,000  of  common  stock.  All  of  tne  common  stock  belonged  to  the  American 
Spirits  Manufacturing  Company,  which  in  fact  organized  this  companv  as  a  means 
for  securing  control  or  the  distributing  business.  The  subscription  to  the  preferred 
stock  was  underwrittHj  ^y  the  stockholders  of  the  American  Spirits  Manu 
facturing  Company.     (Rice,  834.) 

F.  Standard  DifltUling  and  IMstribntiiig  Company. — ^Mr.  Rice  testifies  that  this  new 
organization  was  incorporated  about  July,  1898,  under  the  laws  of  New  Jersey, 
with  a  capital  of  $8,000,000  of  preferred  stock  and  $16,000,000  of  common  stock. 
The  witness  has  no  doubt  that  the  Standard  was  organized  through  the  efforts  of 
men  interested  in  the  American  Spirits  Manufacturing  Company.  The  new  organ- 
ization sought  to  bring  in  certain  outside  distilleries,  which  had  been  established 
in  competition  with  the  preceding  combinations,  and  especially  to  secure  a  larger 
control  of  distributing  houses.  Mr.  Rice  estimates  that  in  1899  the  American 
Spirits  Manufacturing  Company  controlled  about  55  per  cent  of  the  output  of 
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nriiits,  the  Standard  Distilling  and  Distribntin^  Company  abont  85  per  cent.  The 
Standard  also  controls  16  of  the  largest  distributing  plants,  doing  perhaps  two- 
thirds  of  the  entire  business.  Mr.  Bradley,  however,  estimates  that  the  Standard 
handles  half  of  a  total  of  85  per  cent  of  the  spirits  business  controlled  by  the  two 
companies.     (814, 835. ) 

Mr.  Clarke  states  that  the  Standard  had,  before  the  organization  of  the  Distil- 
ling Company  of  America,  an  agreement  with  the  American  Spirits  Manufacturing 
Company  as  to  the  prox>ortion  which  it  should  produce,  the  latter  buying  whatever 
product  remained  over.     (176, 178. ) 

Mr.  Clarke  further  testifies  that  he  believes  the  Standard  Distilling  and  Dis- 
tributing Company  ta  be  very  much  overcapitalized.  He  believes,  ^om  offers 
made  to  himself  and  from  general  information,  that  each  distillerv  entering  into 
the  company  received  for  each  $100,000  of  actually  estimated  value  $100,000  in 
cash,  $100,000  in  preferred  stock,  and  $100,000  in  common  stock,  the  latter  being 
payable  in  five  annual  installments,  with  provision  for  forfeiting  the  balance  if  the 
owner  again  entered  the  refining  business.  At  the  same  time,  for  each  $100,000  of 
cash  advanced  by  the  New  York  capitalists  by  whom  the  enterprise  was  under- 
written, they  received  an  equal  amount  in  preferred  stock  and  $150,000  in  common 
stock,  and  the  promoters  received  $150,000  in  common  stock;  making  a  total  of 
$600,000  of  stock  issued  for  each  $100,000  in  value  of  refineries.  The  total  amount 
underwritten  was  $34,000,000^— llie  preferred  stock  $8,000,000  and  the  common 
stock  $16,000,000.     (175-177.) 

Mr.  Cook  considers  the  capitalization  of  the  old  trust  and  the  existing  corpora- 
tions as  highly  inflated.  The  plant  of  the  witness,  recently  erected  and  first  class, 
having  a  capacity  of  4,000  bushels  daily,  or  about  one-tenth  that  required  to  supply 
the  consumption  of  the  country,  has  cost  $150,000.  Two  million  dollars  of  capitid. 
ought  to  produce  all  the  country  demands.  The  Distilling  Company  was  capital- 
ized at  $35,000,000  and  the  Standard  Distilling  Company  at  $24,000,000.  (Cook,  249. ) 

6.  Xantnoky  INstillariM  and  Warehouse  Company. — ^In  February,  1809,  this  company 
was  organized  with  an  authorized  capital  of:  $12,000,000  of  7  per  cent  cumulative 
preferred  stock  and  $20,000,000  of  conunon  stock,  of  whicn  there  was  issued 
$10,500,000  of  preferred  and  $18,500,000  of  common  stock.  A  proposition  was 
made  to  the  company  to  transfer  various  Kentucky  distilleries  and  brands, 
together  with  $1,500,000  of  cash  working  capital,  for  the  full  amount  of  stock 
isBued.  About  90  per  cent  of  the  standard  orands  of  Kentucky  whiskies  were 
acquired,  and  a  new  distillery  was  established  for  producing  a  cheap  grade  of 
whisky.     (Bradley,  818.) 

H.  IWstilliiig  Company  of  Amerioa. — 1.  Organization  and  purpoge. — This  company 
was  incorporated  about  July,  1899.  According^  to  the  testimony  of  Mr.  Bice  and 
Mr.  Bradley,  Its  president  and  vice-president,  its  authorized  capital  is  $55,000,000 
of  7  per  cent  cumulative  preferred  stock,  and  $70,000,000  of  common  stock.  Of 
this,  $31,250,000  of  preferred,  and  $46,250,000  of  common  stock,  were  put  in  the 
hands  of  the  organizers  or  promoters  of  the  combination,  the  remainder  being  still 
in  the  treasury  of  the  company. 

The  Distilling  dlompany  of  America  is  not  itself  an  operating  organization,  but 
was  incorporated  solely  for  the  purpose  of  purchasing  the  stocks  of  the  existing 
four  combinations,  and  to  secure  control  also  of  certain  rve  distilleries.  (Mr. 
Bradley  seems  not  to  have  had  the  rye  distilleries  in  mind  when  he  stated  that  it 
ia  not  an  operating  company;  it  apparently  operates  them  directly.)  The 
stocks  which  were  placed  m  the  hands  of  the  organizers  or  promoters  were  suffi- 
cient to  purchase  the  entire  stock  of  each  of  these  existinp^  combinations,  and  the 
Xyromoters  were  required  to  return  an  amount  correspondmg  to  any  proportion  of 
these  stocks  which  they  failed  to  purchase  and  turn  over  to  the  Distilling  Com- 
X>any  of  America.  As  a  matter  of  fact,  they  succeeded  in  securing  an  average  of 
§5  or  96  ^r  cent  of  these  stocks,  according  to  Mr.  Bradley;  92  per  cent  according 
to  Mr.  Bice.  The  i)romoters  were  also  required  to  furnish  $1 ,500.000  of  working 
capital,  and  a  certain  amount  for  the  purchase  of  the  two  distilleries  operated 
by  the  Hannis  Distilling  Company,  and  of  a  rye  distillery  in  St.  Paul.  Mr. 
£hradley  testifies  that  $3,000,000  in  cash  was  paid  for  this  property,  but  Mr.  Rice 
IB  not  clear  as  to  this  transaction.  The  sole  source  of  profits  of  the  Distilling 
Comx>any  of  America  will  be  the  dividends  of  the  separate  companies  ^except, 
api>arently,  the  profits  of  the  rye  distilleries).  These  companies  will  continue  to 
declare  dividends,  and  the  minority  stockholders  who  did  not  turn  over  their 
stock  to  the  combination  will  be  undisturbed  in  profits.  The  directors  of  the 
Distilling  Company  of  America,  in  their  official  capacity,  will  be  able,  by  their 
control  of  the  stock  of  the  separate  companies,  to  control  their  various  boards 
of  directors. 

The  proportions  of  stocks  of  the  Distilling  Company  of  America  which  were 
exchanged  for  the  stocks  of  the  four  underlying  companies  differed  according  to  the 
00timated  earning  capacity  of  the  various  companies.    These  proportions  were  as 
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foUows:  For  every  preferred  share  of  the  American  Spirits  Mannfactiiring  Ccfm- 
pany,  50  per  cent  in  preferred  stock  of  the  Distilling  Comi>any  of  America,  and  fcr 
tiie  common  stock  25  per  cent  in  common  stock  of  the  Distilling  Oomi>anv.  For 
everyshareof  the  Kentucky  Company,  common  stock,  70  per  cent;  preferrea  stock, 
85  per  cent  in  preferred  and  15  per  cent  in  common.  Stondard  Company,  85  per 
cent  in  preferred  and  50  in  common  for  the  (treferred,  and  for  common  stock,  60 
per  cent  in  common.  The  Spirits  Distributing  Company  first  preferred,  80  per 
cent  in  preferred  and  20  per  cent  in  common  stock;  tor  the  second  preferred,  20 
preferred  and  20  common." 

The  proportions  thus  fixed  were  determined  by  the  committee  of  organizers, 
which  was  influenced  by  large  stockholders  in  the  different  companies.  The  wit- 
nesses know  little  as  to  this  committee. 

The  persons  who  subscribed  the  13,500,000  cash  received  preferred  stock  to  a 
certain  amount,  and  a  bonus  of  common  stock,  as  is  customary  in  such  cases. 
(Bradley,  819-821;  Bice,  832-834.) 

2.  ProTnoters'  profit8,^lt  appears  from  calculations  based  on  the  plan  for  the 
purchase  of  the  stocks  of  the  underlying  corporations  that  the  total  amount  of 
me  preferred  stock  of  the  Distilling  Company  of  America  necessary  for  this  pur- 
pose amounted  to  $20,540,000,  and  the  total  of  common  stock  to  $32,890,000.  This 
leaves  in  the  hands  of  the  organizers  or  promoters  $10,710,000  of  preferred  and 
$13,860,000  of  common  stock.  These  amounts  of  stock  were  employed  for  secur- 
ing the  $3,500,000  cash  for  working  capital  and  for  purchasing  the  Hannia 
and  St.  Paul  establishments.  Neither  Mr.  Rice  nor  Mr.  Bradley  apparently 
knows  the  actual  amount  of  stock  which  was  employed  for  these  purposes. 
Whatever  remainder  there  was,  and  Mr.  Rice  admits  that  it  was  perhaps  large, 
went  to  the  promoters  as  payment  for  their  services  in  organizing  the  com- 
bination. Mr.  Rice  states  tnat  he  would  not  be  willing  to  sell  the  rye  distilleries 
which  were  purchased  for  less  than  $5,000,000  in  cash.  The  organizers  undertook 
a  very  important  piece  of  work,  which  was  believed  to  be  almost  impossible, 
namely,  the  securing  control  of  the  stocks  of  the  four  different  companies.  The 
accomplishment  of  this  object  is  of  very  great  value  and  advantage  to  the  stock- 
holders, and  they  could  well  afford  to  pay  largely  for  the  work.  (Bradley,  820- 
822;  Rice,  838-840.) 

3.  Capitalization  and  fixed  charges. — The  total  preferred  capitalization  of  the 
four  constituent  compames  which  entered  the  Distilling  Company  of  America  was 
$28,325,000.  The  preferred  capittd  so  far  issued  by  the  new  company  amounts  to 
$31,250,000.  The  rates  of  interest  on  the  preferred  stocks  of  the  older  companies 
vary,  but  average  less  than  7  per  cent,  the  rate  on  the  new  preferred  stock.  The 
fixed  charges,  according  to  Mr.  Bradley,  have  been  increased  about  $250,000  per 
year.  The  preferred  stock  of  the  Distilling  Company  of  America  was  selling  in 
October,  1899,  at  about  43,  the  common  at  about  14. »     (Bradley,  822;  Rice,  838.) 


1  The  foUowinf  table,  coxnpiled  from  carrent  stock  quotations,  shows  the  market  price  of  the 
**"  Whisky  Trust"'  stocks.  Tne  qaotatlons  are  on  the  rmst  certificates  of  the  Distillers*  Trust 
down  to  1801;  then  on  the  Distilling  and  Cattle  Feeding  Company  to  August,  1805;  on  the  Ameri- 
can Spirits  ManuiEacturinff  Company  to  July,  1899;  and  smce  on  the  Distilling  Company  of 
Amenca.    For  history  of  (manges  of  organization,  see  above. 

Average  monthly  prices  of  "  Whisky  TYust "  stock. 
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A.  IStm  Janey  Mrpomtion  Uwi  obeyed. — ^Mr.  Bradley  testifies  that  each  of  the 
f  oxir  companies  now  united  under  the  Distilling  Company  of  America  keeps  a 
rej^olar  transfer  office  in  the  State  of  New  Jersey.  Mr.  Qarretson,  of  Jersey 
City,  iis  the  agent  of  three  of  them,  and  Mr.  Vickers,  of  Jersey  City,  of  the  fourth. 
The  witness  understands  that  duplicates  of  the  certificate  and  transfer  books  are 
kept  in  these  offices;  that  the  names  of  the  companies  are  conspicuously  posted, 
and  that  the  law  is  generally  complied  with.  Mr.  Bradley  has  not  personally 
seen  these  books  since  he  has  been  an  officer  of  the  company.     (823,  824.) 

m.   BFFBCT  OF   COMBIKATIOK  OIC    OUTPUT,  COICPBTZTION,  AND 


A.  Early  attempts  to  oontrol  outnuL — Several  witnesses  testify  to  the  fact  that  the 
w^hisky  business,  especially  the  distilling  of  spirits,  is  one  in  which  there  is  a 
marked  tendency  toward  OTerproduction.  The  profits  of  the  business  are  yerr 
great  where  the  prices  are  reasonable,  and  the  cost  of  establishing  a  distillery  is 
alig[ht.  The  great  excess  of  producing  capacity  is  assigned  as  the  chief  cause 
wmch  forced  the  organization  of  the  original  trust.  The  various  combinations 
have  found  competitors  constantly  arising,  and  have  avowedly  sought,  in  various 
ways,  to  control  the  output.  The  policy  as  to  prices  and  the  success  of  the  com- 
binations in  their  efforts  to  control  them  have  varied  greatly  at  different  times. 

i.  General  policy. — Mr.  McNulta  testifies  that  it  was  the  object  of  the  Distillers* 
Trust  and  the  Distilling  and  Cattle  Feeding  Company  to  obtain  entire  control 
of  the  market,  limit  the  outout,  and  establish  extortionate  prices.  This  policy 
failed,  provoking  prompt  and  large  competition.     (217. ) 

By  comparing  statistics  of  production  of  spirits  prepared  by  the  Commissioner 
of  Internal  Revenue  and  of  production  by  the  Distilling  Company  for  5  years,  1890 
to  18d4,  it  is  found  that  the  total  produced  was  548,492,834,  of  which  the  Distilling 
Com];)any  produced  214,597,314  gallons.  But  the  former  statistics  include  afi 
clasaes  of  spirits  which  do  not  compete  with  the  high  wines  or  pure  spirits  manu- 
factured by  the  combination.    (McNulta,  215.) 

Mr.  Gulrke  states  that  at  first  the  trust  controlled  about  95  per  cent  of  the 
total  production  of  spirits.  It  at  once  raised  prices  so  as  to  secure  a  profit  of 
about  5  cents  per  gallon.  New  refineries  were  erected  in  competition,  and  it  was 
found  imx)OSsible  to  maintain  this  high  scale  of  prices.     (171, 176.) 

Mr.  Cook  states  that  the  first  effect  of  combination  was  to  make  prices  more 
regular,  and  the  rates  at  the  outset  were  moderate.  Later  on  the  trust  advanced 
prices  to  excessive  fig^es  and  demoralized  the  entire  business.  Shortly  before 
the  failure  of  the  Distilling  Compan^r  the  price  was  advanced  about  20  cents  per 
gallon  within  30  days.  The  witness  is  not  certain  whether  the  trust  attempted 
to  fix  the  prices  at  which  distributers  should  sell  to  dealers.  It  did  seek  to  control 
the  market  and  prices,  preventing  competition  and  reducing  output.     (241-246.) 

2.  Closing  of  distiUeries. — Mr.  McNulta  states  that  the  Distillers'  Trust  in 
order  to  restrict  output  closed  a  large  proportion  of  its  distilleries,  especially  the 
smaller  houses,  in  many  cases  taking  out  the  machinery.    In  order  to  keep  men 

[Footnote  continned  from  page  80.] 
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from  reentering  business,  the  ground  on  which  the  distillery  stood  was  leased  by 
the  trust  for  20  or  25  years  at  6  per  cent  on  the  estimated  value.  When  the  com- 
pany went  into  the  hands  of  the  receiver,  he  refused  to  pay  further  rentals  and 
the  ground  reverted  to  the  original  owners,  the  court  holding  the  contract  void  as 
a  restriction  of  trade.  In  certain  cases,  notably  that  of  the  Clarke  Distillery,  at 
Peoria,  the  buildings  had  been  rerented  to  the  original  owners  with  the  contract 
that  they  should  not  be  used  for  distilling  spirits,  biit  only  rye  whisky.  The 
Clarke  Distillery  began  to  make  spirits,  but  was  restrained  by  order  of  court  on 
application  of  tne  receiver. 

The  trust  also  contracted  with  the  owners  in  many  cases  to  pay  them  salaries 
rusually  $800  per  month)  as  managers  for  5  years,  whether  operating  or  not. 
After  5  years  most  of  these  contracts  were  discontinued. 

"  They  threw  away  property  that  cost  them  hundreds  of  thousands  of  dollars 
merely  to  eliminate  it;  they  paid  men  for  staying  out  of  the  trade;  they  paid  rent 
on  this  abandoned  land  right  alouff  from  year  to  year,  nearly  $100,000  a  year, 
*    *    ♦    inordertoputthemoutof  the  way."    (203,216,238.) 

Mr.  Clarke  confirms  this  testimony  in  its  general  statement  of  facts.  He  says 
that  only  10  or  12  of  the  80  distilleries  which  entered  the  trust  were  operated,  and 
yet  the  output  was  still  kept  large.     (170, 185, 190.) 

Regarding  the  closing  of  his  own  distillery  at  Peoria,  Mr.  Clarke  admitted  that 
he  had  sold  out  to  the  trust.  He  stated  that  after  doing  so  he  leased  one  of  the 
trust's  old  establishments,  which  was  not  operating,  and  went  into  the  rye-whisky 
business,  which  did  not  compete  with  the  combination.  In  1897  (after  the  time 
referred  to  by  Mr.  McNulta)  he  leased  still  another  of  the  old  trust  plants  and 
went  into  the  spirits  and  alcohol  business  again.  The  Standard  Distilling  and 
Distributing  Company  tried  to  buy  this  establishment  through  Mr.  Clarke,  but 
havingf ailed  to  do  so  oought  it  directly  from  the  owners.     (185.) 

Mr.  KICB  declares  that  the  great  majority  of  the  distilleries  which  entered 
the  combination  were  a  mere  burden  upon  it,  oeing  badly  located  and  uneconom- 
ical. They  were  taken  simply  to  prevent  their  acting  as  a  disturbing  factor  in 
the  business,  as  they  might  ao  in  spite  of  the  fact  that  they  could  not  produce  at 
a  profit.     (882.) 

8.  PurchcLse  of  dUtiUeriea, — ^Mr.  McNulta  testifies  that  the  Distillers'  Trust 
and  the  succeemng  companies  found  it  continually  necessary  to  buy  up  competing 
plants  which  were  established.  Frequently  those  who  joined  the  trust  sola  their 
trust  certificates  or  stocks  and  built  new  competing  distilleries,  sometimes  selling 
out  two  or  three  times  and  violating  agreements  not  to  produce  further.  In  one 
case  officers  of  the  company  bought  from  the  owners  four  distilleries  in  Nebraska, 
St.  Louis,  and  Peoria,  selling  them  again  to  the  company  at  an  advance  of  ^90,000, 
the  receiver  afterwards  suing  to  recover  this  difference.  The  Nebraska  distillery 
had  previously  been  sold  for  $10,000  with  a  guaranty  that  it  should  not  be  used 
for  distilling  purposes.  This  agreement  being  violated,  it  was  rebought  for 
$410,000.     (197, 19^  207, 208. ) 

Mr.  Clarke  addjs  that  very  high  prices  were  often  paid  for  the  plants  which 
the  combination  found  it  necessary  to  buy.  The  rebate  fund  of  the  distilling 
company  was  used  for  this  purpose.     (170, 172. ) 

The  witness  adds  that,  notwithstanding  the  dismantling  of  distilleries  by  the 
trust,  the  producing  capacity  of  the  distilleries  in  the  country  is  probably  double 
the  amount  of  consumption.  Pi*esent  statistics  as  to  the  amount  of  production, 
however,  are  misleading,  because  before  the  increase  of  the  tax  to  $1.10  the 
tax  was  paid  on  enough  spirits  for  three  years'  consumption  at  the  lower  rate. 
(246-247.) 

4.  Special  ciUs  in  prices, — ^Mr.  Clarke  and  Mr.  Luyties  state  that  it  was  the 
practice  of  the  Distillers'  Trust  and  the  later  combinations  to  send  ag^ents  into  special 
localities  to  undersell  competitors,  their  particular  customers  being  approached 
and  offered  open  or  secret  cuts  in  prices.  In  this  way  distilleries  were  usually 
forced  to  sell  out  to  the  trust.  That,  indeed,  has  been  and  is  the  common,  practice 
on  both  sides. 

1^.  McNulta,  as  receiver,  found  that  a  competitor  was  underselling  in  Cali- 
fornia, and  openly  cut  below  his  rate  to  his  customers.  **  When  a  man  produces 
ffoods  and  sells  them  below  cost  of  production  he  is  not  doing  a  fair  business,  and 
the  only  way  to  make  him  do  so  that  I  know  of  is  just  simply  to  cut  a  little  below 
him."  By  this  process  this  competitor  and  others  were  induced,  for  several 
months  during  1895,  to  make  a  joint  agreement  to  maintain  prices  fixed  from  day 
to  day  by  the  receiver  according  to  the  price  of  com,  allowing  1^  or  2  cents  profit. 
"This  arrangement  was  temporarily  broken  by  a  competitor  who  invested  on  the 
short  side  in  the  distilling  company  stock,  and  cut  prices  in  order  that  the  stock 
might  go  down,  but  by  still  lower  cuts  on  the  part  of  the  receiver  he  was  induced 
to  come  back  again.    (208-210.) 
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Mr.  Clarke  testified  in  May,  1899,  that  both  the  combination  and  ontside  distill- 
eries were  making  secret  cuts  in  prices,  so  that  the  actual  prices  received  were 
3  or  4  cents  below  those  quoted.     (181. ) 

Mr.  Luyties  declares  tnat  the  severe  cuts  were  made  to  attack  the  new  Terre 
Haute  distillery  in  1899.  Competition  by  a  trust  is  the  most  severe  x>oesible,  be- 
cause its  ofiBlcers  often  have  a  relatively  small  financial  interest  and  need  not  pay 
dividends.  Owing  to  the  excessive  prices  which  it  has  paid  for  its  properties  it 
natui^Qy  resents  competition  the  more  bitterly.     (253,  254.) 

B.  Bebate  mtem. — 1.  Early  system, — Several  witnesses  describe  the  rebate  svs- 
tern  established  originally  by  the  distillers'  trust,  but  more  fully  developed  by 
the  Distilling  and  Cattie  Feeding  Comi>any.  It  appears  to  have  been  distinctly  a 
device  for  holding  trade  exclusively. 

Mr.  McNuLTA,  receiver  of  the  distilling  comx>any,  testifies  that  it  was  the 
practice  to  sell  its  products  altogether  through  distributers.  To  these  a  rebate  of 
2  cents,  which  had  already  been  established  under  the  trust,  was  paid,  for  which 
no  voucher  was  issued.  Anyone  might  become  a  distributer  who  purchased  a 
sufficient  number  of  carloads  per  month.  The  company  fixed  its  price  to  them ,  but 
they  fixed  the  price  to  the  wnolesale  dealers.  The  latter  were  allowed  a  5-cent 
rebate  from  May  25, 1890,  to  November  25, 1891,  and  thereafter  7  cents  up  to  Sep- 
tember, 1894.  The  distributers  sent  lists  of  sales  to  the  company,  whicn  issued 
vouchers  to  the  purchasers,  payable  in  6  months.  Rebates  were  granted  only 
where  the  trust's  product  was  used  exclusively,  and  were  intended  to  enable  it  to 
control  the  market.  Nearly  all  spirits  sold,  as  shown  bv  statistics,  bore  a  rebate. 
The  total  amount  of  rebates,  less  amount  refunded,  for  the  years  ending  March  81 , 
were  as  follows:  1892,  $3,235,031;  1898,  $3,685,146;  1894,  $2,819,183;  ten  months 
ending  January  31, 1895,  $1,087,502.    The  form  of  rebate  voucher  follows.     (206, 

207,  210,  211.) 

[Pace  of  voacher.] 

Pboria,  III., ,  189—.    No. . 


Subject  to  the  conditions  named  herein,  and  for  the  purpose  of  securing  the  con- 
tinuous x)atix>na^  of  the  within-named  purchaser,  the  successors  and  assigns 
of  tiie  same,  for  its  products,  the 

DISTILUNQ  AND  CATTLE  FBEDINO  CO., 

Six  months  from  the  date  of  this  purchase  voucher, 

Will  pay  to ,  of ,  purchaser , dollars 

($ )» 

Bein^  a  rebate  of  7  cents  per  proof  gallon  on proof  gallons  of  the  Distilling 

and  Cattle  Feeding  Company's  product  purchasea  this  day.    This  voucher  will 
be  valid  and  payaole  only  upon  condition  that  the  above-named  purchaser,  the 

'  successors  and  assigns  of  the  same,  from  the  date  of  this  voucher  to  the  time 
of  its  payment,  shall  have  bought  their  supply  of  such  kinds  of  goods  as  are 
produced  by  the  Distilling  and  Cattie  Feeding  Company,  and  all  compounds 
thereof,  exclusively  of  one  or  more  of  the  dealers  namea  on  the  back  hereof, 
until  further  notified,  and  shall  also  have  subscribed  to  the  certificate  on  the 
back  hereof. 

DlSTILLmO  AND  Cattlb  Febdino  Co. 
By  J.  B.  Greenhut,  President, 

When  due  forward  to  the  Oerman-American  NationcU  Bank  of  Peoria,  III., 
where  this  voucher  is  payable  without  exchange  or  other  charge. 
(Stamped  across  face:)  Not  transferable  nor  negotiable. 

[Back  of  YOQcher.] 

It  is  hereby  certified  that  from  the  date  of  this  voucher  to  the  maturity  thereof 
the  within-named  purchaser,  and  the  successors  and  assigns  of  the  same,  have 
purchased  all  of  their  supply  of  such  kind  of  goods,  and  their  comx>ound8,  as  are 
produced  by  the  Distilling  and  Cattie  Feeding  Co.,  exclusively  from  one  or  more 
of  the  dealers  named  hereon. 

Mr.  Luyties  testifies  that,  being  a  wholesale  dealer,  he  bought  liquors  from 
the  distributers  of  the  combination  and  received  rebate  vouchers,  at  first  of  5  cents 
a  gallon,  afterwards  of  7  cents,  i)ayable  by  the  trust.  Owing  to  this  indirect 
method  of  issuing  rebate  vouchers  the  trusl  expected  to  be  better  able  to  escape 
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payment.  The  rebates  were  granted  only  on  condition  that  the  dealers  bay 
exclusively  trust  prx)ducts,  and  since  they  were  x>ayable  only  after  6  months,  they 
made  a  strong  means  of  controlling  dealers,  who  would  not  want  to  forfeit  rebates 
already  due.  The  witnesses  company,  in  order  to  evade  this  requirement,  estab- 
lished a  second  company  which  oought  goods  from  other  distillers.  The  trust 
paid  the  rebates  due  notwithstanding,  fearing  to  lose  the  trade  of  the  comxiany 
altogether. 

**The  rebate  business  is  simply  a  contract  that  we  would  buy  all  our  spirits 
from  the  trust,  and  we  only  made  such  a  contract  because  we  could  not  get  our 
spirits  anywhere  else."  But  excessive  prices  were  charged,  new  distilleries  were 
built,  and  dealers  without  such  a  rebate  contract  could  secure  a  supply  and  sell  it 
at  a  profit  where  those  buying  from  the  trust  could  not.     (250,  261.) 

Mr.  Ck>OK,  a  wholesale  dealer,  confirms  the  testimony  of  Mr.  Luytiesin  its  main 
outijnes.     (241,242.) 

Mr.  Clarke  idso  describes  the  rebate  system,  agreeing  generally  with  the  other 
witnesses.  He  adds  that  both  distributers  and  whole^ers  were  obliged  to  buy 
exclusively  from  the  combination,  and  the  records  required  by  tne  United 
States  Gk>vemment  to  be  kept  by  dealers  were  used  as  a  test  of  conformity  to 
this  s^eement.     ( 171 ,  172.) 

2.  Failure  to  pay  rdxite  cerHfieates, — ^Mr.  Clarke  testifies  that  the  rebate  sys- 
tem at  first  worKed  well,  tending  to  hold  trade,  and  the  rebates  were  paid 
promptly  when  due,  6  months  after  ssde.  But  during  1893  or  1894  the  company 
used  money  on  hand  designed  for  rebates  in  buying  up  several  competing  distill- 
eries. Dealers  became  aJarmed  and  the  company  was  comi)e]led  to  issue  mort- 
gage bonds  to  protect  them.  Holders  of  these  bonds  afterwards  applied  for  a 
receiver  for  the  corporation.     (172, 173.) 

Mr.  McNuLTA  states  that  the  amount  of  bonds  issued  to  guarantee  the  i>ay- 
ment  of  rebates  was  $2,500,000.     (195.) 

Mr!  LuYTiES  refers  to  the  committee  established  by  the  rebate  holders,  and 
states  that  a  lawsuit  was  begun  by  it.  This,  however,  proved  very  expensive, 
and  finally  most  of  the  rebate  vouchers  which  had  been  placed  in  the  luuids  of 
the  committee  were  returned  to  their  owners,  who  settlea  with  the  combination 
directly.     (251.) 

Mr.  Rice  also  describes  the  or^nization  of  the  committee  of  rebate  holders. 
He  adds  that,  while  the  information  elicited  by  this  committee  led  to  action  by 
a  stockholders'  committee  which  finally  resulted  in  a  receivership,  the  rebate 
holders*  committee  did  not  itself  bring  about  that  receivership.     (831.) 

8.  Later  practice, — The  Standard  Distilling  Company,  according  to  Mr.  Cook. 
offered  to  distributers  a  rebate  of  1  cent  per  gallon,  payable  in  6  months,  and  half 
a  cent  more,  minus  certain  e^enses,  payable  in  60  days.  This  would  give  only 
about  75  cents  a  barrel  for  handling  goods  worth  $60  and  bearing  the  risk  of  credit 
and  leakage.  It  was  thought  that  the  plan  was  thus  t.o  gain  entire  control  of  the 
distributing  trade,  since  the  trust  itself  had  numerous  distributing  houses  con- 
nected with  disldUeries  which  would  be  placed  at  an  advantage.  Several  distrib- 
uting houses  refused  to  accept  these  terms  and  have  established  a  distillery  oi^ 
their  own.     (244.) 

Mr.  Clarke  also  states  that  the  rebate  system  was  reestablished  by  the  Ameri- 
can Spirits  Manufacturing  Company  and  the  Standard  Distilling  and  Distributing 
Company,  but  that  rebates  are  given  at  the  time  of  his  testimony,  May,  1899, 
only  to  ^tributers  or  rectifiers,  amoimtiuK  to  li  cents.  The  wholesalers  oDJected 
to  the  system,  with  its  reauirement  of  exclusive  purchase  from  the  combination, 
and  it  was  abandoned  in  tneir  case.   The  rectifiers  also  oppose  the  system.    (181.) 

Mr.  Clarke  also  states  that  distributers  for  the  trust  are  at  present  obliged  to 
sell  spirits  at  a  fixed  price,  but  they  have  an  association  among  themselves  for 
sustaming  prices  of  their  own  products  (rectified  whisky ,  etc . ) .     ( 1 88. ) 

Mr.  Bradley  refers  to  the  existence  of  the  previous  rebate  system  with  its 
attempt  to  compel  the  purchaser  to  deal  only  witn  the  combination.  He  believes 
that  the  American  Spirits  Manufacturing  Company  has  not  pursued  this  practice 
during  the  past  2  or  3  years.  Mr.  Bice  states  that  the  American  Spirits  Manufac- 
turing Company  never  employed  the  rebate  system  at  all.     (818, 814, 834. ) 

4.  Abandonment  of  rebates. — Mr.  Rice  and  Mr.  Bradley  testify  that  the  Dis- 
tilling Company  of  America  has  entirely  abandoned  the  practice  of  granting 
rebates  to  distri outers  and  dealers.  It  sells  practically  for  cash,  and  makes  no 
attempts  to  force  the  dealers  to  handle  its  products  exclusively,  hoping  to  retain 
their  trade  by  low  prices  and  by  the  ability  to  furnish  idl  the  different  classes  of 
products  desired  by  the  purchaser.     (814, 847.) 

Mr.  Bradley  also  states  that,  while  the  combination  sells  spirits  only  to  lar^e 
dealers,  it  gives  no  advantage  to  rectifiers  and  compounders  over  other  dealers  m 
proof  spirits.     (814.) 
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C.  PrioM  and  maigin  of  psoAt — ^A  full  discaBsion  of  the  variatioiis  In  prices  of 
whisky  tinder  the'oombination,  and  the  effect  of  the  combination  on  the  margin 
of  profit,  is  given  in  the  Introduction.  The  following  table,  compiled  by  Mr. 
McNnlta  from  the  records  of  the  Distilling  and  Cattle  Feeding  Company,  ^ows 
the  prices  and  cost  of  prodnction  of  that  company  from  1801  to  16nd5: 


Fiscal  years  ending  Mar.  81— 


1892.        189a        1894. 


;  Cents. 

First  qnarter:  Apr.  1  to  June  30,  net  prices 13.20 

Seoond  quarter:  Jnly  1  to  Sept.  80,  net  prices. .     15. 88 

Third  qnarter:  Oct.  1  to  Dec.  31,  net  prices 18. 04 

Fonrth  qnarter:  Jan.  1  to  Mar.  31,  net  prices. . .     18. 72 

Present  net  price  on  Mar.  23, 1806 

Average  net  price  for  each  year 16. 41 


Average  cost  of  prodnction  for  each  year.  .1    13. 36 


Cents. 
20.48 
21.23 
20.80 
17.20 


1  Cents. 
15.98 
16.71 
20.01 
21.  TT 

Cents. 
14.62 
13.29 
16.09 
16.96 

10 
™^P.*^  i  Present 

1895.     I 


Cents. 

15.64 

24.30 

18.22 

9.73 


Cents. 


19.87      18.39 


15.05  i    12.81 

I 


13.00 


15.42        18.34 


12.71 


18.17 


Mr.  Cook  states  that  the  margin  of  profit  demanded  by  the  combinations  nntil 
recently  has  been  exceflsiye.  Certain  distribnters  and  wholesalers  who  were  dis- 
aatisfied  with  the  profits  left  them  by  the  combination  made  an  investigation  as 
to  the  cost  of  distilling.  It  was  estimated  that  the  cost  of  making  spirits  (inclnd- 
ing  the  cost  of  com), if  not  increased  by  excessive  capitalization,  would  be  about 
10  cents  per  gallon,  while  the  combination  was  selling  at  14  or  15  cents.  Dis- 
tribnters wonld  be  willing  to  accept  prices  such  as  to  yield  the  trust  2  cents  a 
gallon  above  the  cost  of  manufacture.  If  this  were  done  the  trust  would  meet  no 
competition  and  could  x^ay  a  reasonable  dividend,  even  on  its  excessive  capitaliza- 
tion. One  cent  a  gallon  net  profit  would  mean  $50,000  or  $00,000  a  year  profit  on  a 
distillerv,  such  as  that  owned  by  the  witness,  costing  $150,000.     (244, 246, 248, 249. ) 

Mr.  McNuLTA  testifies  that  the  average  cost  of  the. distillation  process  alone 
probably  varied  from  one-half  to  li  cents  per  gallon,  according  to  the  plant.  Dur- 
ing his  administration  of  the  plants  an  average  of  the  cost  was  taken  and  the  pol- 
icy was  to  obtain  from  U  to  2  cents  profit.     (209.) 

B.  Itxiiting  oontrol  of  output. — 1.  Spirits. — ^Mr.  Clarke  testifies  that  at  the  time  of 
the  failure  of  the  Distilling  and  Cattle  Feeding  Company  in  1895  there  were  many 
competitors  in  the  spirits  business.  He  does  not  believe  that  the  American  Spirits 
Manufacturing  Company,  which  succeeded  the  Distilling  Company,  controlled 
over  60  per  cent  of  the  product.  The  Standard  Distilling  and  Distributing  Com- 
pany, as  already  pointed  out,  secured  control  of  most  of  these  outside  distilleries. 
According  to  Mr.  Clarke  prices  were  maintained  at  a  profitable  scale  for  some 
time  during  1898  and  1899,  until  the  establishment  of  tne  large  new  ^stillery  at 
Terre  Haute.  At  the  time  of  his  testimony.  May,  1899,  Mr.  Clarke  believed  that 
the  American  Spirits  Manufacturing  Company  and  the  Standard  Distilling  and 
Distributing  Company  controlled  about  75  per  cent  of  the  output  of  spirits. 
(178,189.) 

Mr.  Bradlbt  and  Mr.  Bice,  however,  testify  that  the  American  Spirits  Manu- 
facturing Company  and  the  Standard  Distilling  and  Distributing  Company  con- 
trol (October,  1899)  from  85  to  90  per  cent  of  the  product  of  spirits  in  this  coun- 
try. They  are  mashing  together  about  40,000  bushels  per  day,  while  the  new 
distillery  at  Terre  Haute,  known  as  the  Merchants'  Distillery,  mashes  about  4,000 
boshels.  There  are  5  or  6  smaller  distilleries  besides,  but  these  are  practically 
limited  to  local  markets,  and  can  scarcely  be  considered  a  competitive  facter. 
According  to  Mr.  Bice  the  American  Spirits  Manufacturing  Ck)mpany  controlled, 
prior  to  tne  formation  of  the  Merchants'  Distillery,  about  55  per  cent  of  the  out- 
put of  spirits,  and  the  Standard  Distilling  and  Distributing  Company  about  85  per 
cent.     (814, 835.) 

Mr.  Bradley  states  that  the  two  companies  now  control  about  equal  proportions, 
the  total  being  85  per  cent. 

Mr.  Cook  and  Mr.  Lutties,  who  are  interested  in  the  Terre  Haute  distillery, 
likewise  testify  that  its  cai>acity  is  about  4,000  bushels  daily,  or  about  one-tenth 
of  the  total  consuming  capacity,  while  the  combination  controls  probably  85  per 
cent.  They  also  state  that  this  new  distillery  was  established  by  a  number  of 
distributing  and  wholesale  houses,  who  were  unwilling  to  accept  the  low  rebate 
offered  by  the  combination.  Since  it  is  controlled  by  distributing  and  blending 
faooses,  saying  in  the  expense  of  selling  and  administering  the  business  is  effected. 
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The  distillery  is  new,  has  the  best  apparatus,  and  can  compete  in  quality  and 
cheapness  of  production.     (Cook,  ^44,  i4%,  348;  Luyties,  253,  255). 

Mr.  Bradley  testifies  further  that  the  American  Spirits  Manufacturing  Com- 
pany is  now  operating  only  5  distilleries  out  of  12  wnich  were  running  2  years 
a^o.  Four  of  these  are  at  Peoria  and  1  at  Terre  Haute.  He  knows  of  only  4 
distilleries  of  proof  spirits  outside  of  the  company.     (816,817.) 

£,  Control  of  beverage  whiskies. — Mr.  Rics  testifies  that  the  Kentucky  Distil- 
leries and  Warehouse  Company  has  secured  control  of  about  90  per  cenjt  of  the 
standard  brands  of  Kentucky  Bourbon  whisky.  ^  It  owns  56  or  57  plants.  The 
Kentucky  whisky  business  depends  altogether  upon  the  brands,  popular  ones 
commanding  prices  very  much  higher  than  those  of  staple  whiskv.  There  was 
no  intention  on  the  jMurt  of  the  combination  to  control  any  x>articular  proxx>rtion 
of  the  total  distilling  capacity. 

Mr.  Bradley  confirms  this  evidence,  stating  that  it  is  a  very  difficult  question 
to  know  what  proportion  of  the  total  output  is  controlled  by  the  Kentucky  Dis- 
tilleries and  Warehouse  Company.  Experience  warrants  tne  belief,  however, 
that  the  combination  may  sell  yearly  9,500,000  gallons  of  whisky^  of  standard  brands, 
and  about  5,000,000  gallons  of  cheap  whisky  made  in  the  new  distillery  which  it  has 
established  for  that  purxx)se.  The  average  consumption  of  Kentucky  whiskies 
has  been  about  20,000,000  gallons. 

The  combination  has  not  so  far  soug^ht  to  control  any  great  proportion  of  the 
rye  whisl^  distilleries.  Those  which  it  has  purchased  nave  been  secured  for  the 
purpose  of  enabling  the  combination  to  furnish  dealers  every  class  of  goods  which 
they  may  desire  to  buy,  thereby  furthering  its  ability  to  hold  their  trade  exdn- 
sively.  According  to  Mr.  Bradley  the  two  distilleries  in  the  East  controlled  by  the 
Distiiling  Company  of  America  will  produce  about  2,000,000  gallons  annually,  or 
about  one-sixth  of  the  total  output  of  Eastern  rye  whiskies. 

According  to  Mr.  Bice  there  are  7  or  8  standard  brands  of  rye  whisky,  of  which 
I>erhaps  the  two  best  are  those  controlled  by  the  new  combination,  Mount  Vernon 
and  Hannisville.  The  brand  has  its  value  and  retains  its  value  much  from  the 
location  in  which  the  whisky  is  made,  the  rye  whisky  business,  for  example,  being 
centered  almost  altogether  in  Pennsylvania  and  Maryland. 

Mr.  Rice  believes  tne  output  of  the  combination  may  be  x)06sibly  25  per  cent  in 
value  of  the  Eastern  rye  wniskies.     (Bradley,  818 ;  Rice,  836,  887.) 

3.  Rectifying  and  distributing. — Mr.  Rice  stated  that  the  combination  could 
hope  to  control  the  spirits  business,  and  to  secure  satisfactory  prices,  only  by 
having  considerable  control  over  the  rectification  and  distributing  of  whiskies 
made  from  spirits.  There  is  no  market  for  pure  spirits  directly  to  consumers, 
and  everything  dex)ends  ux)on  the  distributers.  These  have  tneir  established 
names  or  brands,  their  regular  customers,  and  the  necessary  machinery  for 
securing  trade.  The  combination  has  sought  accordingly  to  secure  control  of  a 
considerable  proportion  of  this  branch  of  the  business.  Practically  all  of  the 
spirits  produced  by  the  Standard  Distilling  and  Distributing  Company  and  the 
American  Spirits  Manufacturing  Company  are  sold  through  the  United  States 
Spirits  Association,  which  is  composed  of  54  large  distributers.  Sixteen  of  these 
are  branches  of  the  Standard  Company,  but,  as  Mr.  Bice  believes,  these  16  handle 
two-thirds  of  the  entire  production  of  the  combination.     (834,  835.) 

E.  Pretent  policy  of  oombiziation  m  to  prioes. — Mr.  Rice  and  Mr.  Bradley  both  tes- 
tify that  it  is  the  present  x)olicy  of  the  Distilling  Company  of  America  to 
abolish  the  rebate  system  in  the  sale  of  spirits,  to  r^uce  prices  and  the  cost  of 
production  to  the  lowest  possible  limits,  and  to  make  no  sx)ecial  cuts  in  prices  to 
particular  individuals.  The  prices  of  spirits  were  cut  materially  in  September, 
1899,  being  placed  at  a  basis  sufficient  to  yield  a  reasonable  but  comparatively 
low  profit.  The  price  of  spirits  will  be  made  |1.23  per  gallon  on  the  Dai^s  of  a 
price  of  30  cents  per  bushel  for  No.  2  com,  and  will  vary  with  fluctuations  in 
the  price  of  corn,  one-half  cent  per  gallon  for  each  2  cents  change  in  com. 
Contracts  are  made  with  dealers  for  a  year  on  this  plan. 

Both  of  these  witnesses  believe  that  it  is  necessary  to  keep  down  the  produc- 
tion of  spirits  in  order  to  secure  reasonable  prices,  but  fhey  ao  not  intend  to  pre- 
vent competition  altogether  or  to  make  special  cuts  against  competitors.  The 
economy  of  production  on  a  large  scale  by  the  combination  will  enable  it,  in  their 
opinion,  to  retain  a  large  proportion  of  the  total  output. 

Mr.  Rice  says  that  the  purchaser  cares  comparatively  little  how  much  he  pays 
for  a  fancy  brand  of  whisky.  The  only  necessity  is  to  control  the  output  of  that 
particular  brand.  The  combination  nas  complete  control  of  nearly  all  of  the 
standard  brands. 

Mr.  Bradley  declares  that  the  ownership  of  certain  of  the  most  standard  brands 
constitutes  the  most  perfect  possible  monopoly,  and  that  the  purchaser  can  be 
**  screwed  down  to  the  last  notch." 
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Mr.  Bradley  states  that  the  combination  is  already  charging  prices  a  little 
lower  for  the  standard  brands  of  Kentucky  whiskies  than  have  oeea  charged 
before,  and  that  the  qnality  will  be  improved.  The  price  of  the  cheaper  grade  of 
^irfaisky  which  is  being  made  in  the  new  distillery  established  in  Kentacky  is  only 
15  cents  per  gallon,  the  lowest  price  ever  known  for  Kentacky  whisky.  (Bradley, 
814,  815, 827;  Rice,  845,  847.) 

F.  Sflbet  of  ehuwM  in  price. — There  is  some  difference  of  opinion  as  to  the  effect 
of  increase  or  rednction  in  prices  on  dealers  and  consomers  respectively. 

Mr.  McNuLTA  believes  that  an  increase  in  the  price  of  spirits,  whether  throngh 
combination  or  increase  of  tax,  is  distributed  between  wholesale  and  retail  dealers 
and  consumers.  The  chief  burden,  so  far  as  liquors  used  for  beverages  are  con- 
cerned, falls  on  the  retailer,  the  price  per  glass  not  being  raised.  The  large  con- 
sinner  Of  spirits,  in  manufacturing  or  otherwise,  bears  most  of  the  increase  on  his 
purchases.     (236.) 

Mr.  Clasks  also  believes  that  wholesale  dealers  get  even  larger  profits  when 
pfrices  are  higher,  and  that  prices  and  Quality  to  consumer  do  not  varv.  AH  the 
effect  of  raised  prices  falls  on  the  retailer,  whose  profits  are  so  high  that  he  does 
not  feel  the  difference.    He  sells  whisky  at  five  or  six  times  its  cost.    (179. ) 

Mr.  Ckx>K  believes  that  a  material  mcrease  in  price  of  liquor,  such  as  that 
due  to  a  higher  tax,  practicaUy  falls  upon  consumers.  The  dealer  can  not  change 
his  prices,  but  so  far  as  possible  will  buy  cheaper  goods.  The  witness  does  not 
tiling,  however,  that  an  increase  of  not  over  25  cents  per  gallon  would  affect  even 
the  quality,  since  it  would  not  greatly  lessen  the  retailers  profits.  There  might 
be  some  change  in  the  price  of  bottled  goods,  but  often  well  known  brands  could 
not  be  changed  in  price  because  of  custom  and  of  competition.    (242, 248, 245.) 

Mr.  Lumss  testifies  that  wholesale  dealers  have  to  bear  some  of  the  burden  of 
&  rise  in  prices,  as  was  found  by  the  experience  of  the  witness  in  the  case  of 
tiie  20'Cent  increase  made  by  the  combination  in  1898.  The  consumer 'iat  the  bar 
jasLya  no  more,  but  the  dealer  is  induced  to  buy  an  inferior  Quality.  Liquor 
dealers  are  overburdened  with  taxes,  and  where  these  are  raisea  they  are  prac* 
ticaJly  compelled  to  sell  poorer  goods  in  order  to  make  a  living.     (256.) 

Mr.  Bradley  states  that  the  effect  of  the  reduction  of  the  prices  of  whiskies, 
which  is  expected  to  result  from  the  combmation,  will  ultimately  be  to  benefit 
the  consumers  very  materially.  The  witness  does  not  know  what  proportion  of 
the  advantage  the  retailer  will  get,  but  he  can  not  altogether  escape  the  compe- 
tition of  other  dealers  and  must  g^ve  part  of  his  saving  to  the  consumer  in  better 
q[iiality  or  otherwise.  Moreover,  the  great  bulk  of  whisky  is  not  sold  to  the  con- 
smoer  by  the  glass  in  barrooms,  but  in  bottles  throug[h  stores.  In  the  case  of 
the  latter  method  the  price  to  the  ultimate  consumer  will  doubtless  tend  to  fall. 
(880.) 

Mr.  BicB  believes  that  the  jobber  or  distiller  recoups  himself  for  an  increase  in 
the  price  of  spirits  by  increasing  the  proportion  of  spirits  in  the  rectified  whisky, 
perhaps  puttmg  only  4  gaUons  of  rye  wnisky  instead  of  5  into  the  barrel.  The 
retailer  and  the  consumer  thus  get  inferior  quality.  On  popular  brands  which 
command  hi^h  prices,  however,  slight  changes,  such  as  are  ukely  to  occur  through 
fluctuations  m  the  cost  of  production  and  the  price  of  com,  will  practically  not 
Jiffect  the  price  or  the  quality  to  the  retailer  or  consumer.     (846.) 

IV.  BCONOMtBB  AND  ADVANTAGES  OF  COMBINATION. 

A  Gsneml. — Certain  witnesses  pointed  out  that  the  ease  with  which  new  distill- 
eiies,  especially  of  spirits,  can  be  established  makes  it  almost  impossible  for  the 
combination  to  assure  itself  of  the  control  of  the  business.  Others,  however, 
believe  that  if  advantage  is  taken  of  all  possible  economies  which  can  result  from 
combination,  and  if  prices  accordingly  are  kept  low,  comi)etition  will  not  be  pro- 
voked. This  is  api>arently  the  hope  and  expectation  of  Mr.  Bice  and  Mr.  Bradley, 
whose  evidence  has  just  lleen  referred  to  (p.  86). 

Mr.  LUYTIES,  although  an  independent  producer,  believes  there  is  no  business 
in  which  there  is  so  great  necessity  of  combination  as  distilling.  When  all  dis- 
tillers were  independent  it  was  imx)08sible  for  them  to  make  money.  But  the 
IK>licy  of  the  combination  should  be  to  cheapen  production  and  improve  quality, 
to  make  a  moderate  profit,  and  thus  unite  the  business.  The  attempt  to  maintain 
excessive  prices  has  forced  comx)etition.     (251, 253, 255. ) 

Mr.  McJ^ULTA,  the  receiver  of  the  Disulling  and  Cattle  Feeding  C!ompany, 
is  of  the  opinion  that  a  combination  in  the  whisky  business  can  control  the 
market  only  by  reducing  prices  and  the  cost  of  production  below  those  possible 
for  outdders.    This  the  witness  believes  possible,  to  a  large  degree,  by  making 
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Peoria,  with  its  advantages,  the  center  of  production.  The  present  combinationB 
are  following  tiiis  policy.  There  was  no  gain  in  economy  in  merely  combining 
numerous  scattered  distilleries,  as  was  done  by  the  trust.     (217, 237, 238, 240. ) 

Mr.  McNuLTA  states  that  most  distillers  who  entered  the  trust,  especially  the 
smaller  ones,  lost  money  by  it.  They  were  pleased  at  first,  but  the  value  of  trust 
certificates  alld  stocks  declined  greatly,  and  those  who  had  not  sold  theiv  holdings 
early  suffered  loss.     (236,  237. ) 

Mr.  LuYTiES  believes  that  the  competing  distilleries  have  certain  advantages 
as  against  the  trust.  Dealers  prefer  to  buy  of  independents.  The  independents  are 
not  compelled  to  try  to  pay  dividends  on  excessive  capitalization,  but  are  content 
with  a  fair  profit.  The  distillery  which  now  competes  most  vigorously  was  estab- 
lished by  a  number  of  distributing  and  blending  houses,  which  tnus  m^e  a  saving 
in  expense  of  selling  and  administration.  The  distillery  is  new,  having  "Ihe  best 
apparatus,  and  its  product  can  easily  compete  in  Quality.     (253,  255.) 

Mr.  Clarke,  an  mdependent  distiller,  abo  testifies  that  dealers  prefer  to  buy  of 
independent  producers,  and  the  trust  has  no  sx)ecial  advantages  in  production 
above  a  good-sized  independent  distillery.  The  witness  believes  that  competition 
on  a  large  scale  and  also  competition  by  relatively  small  producers  is  hkely  to 
continue.  By  changing  customers  rapidly,  and  defending  for  trade  partly  on 
preference  for  particular  brands ,  an  independent  can  do  a  good  business.    ( 184, 189. ) 

B.  ConoentratioiL  in  Urge  and  efKdent  plants. — 1.  Spirits, — ^The  greatest  economy 
effected  by  the  combination  was  apparently  made  oy  the  closing  of  many  inferior 
distilleries  which  had  formerly  been  in  operation,  and  by  concentrating  the  pro- 
duction in  the  most  favorably  located  and  best  phmts.  Several  large  new  distil- 
leries were  established. 

Mr.  Clarke  testifies  that  only  10  or  12  of  the  80  distilleries  which  joined  the 
original  pombination  were  kept  permanently  in  operation.  Great  economy  was 
made  in  the  reduction  of  the  working  force  and  in  other  ways.  (170, 185, 190; 
see  also  above,  pp.  81,82.) 

Mr.  McNuLTA  confirms  the  testimony  as  to  the  large  number  of  distilleries 
closed,  but  looks  at  the  matter  rather  from  the  standpoint  of  the  attempt  to  reduce 
the  output  of  whisky.     (203,  216,  238.) 

Mr.  Bice  testifies  that  the  great  majority  of  the  plants  which  entered  the 
original  combination  representea  a  mere  bui*den  to  it,  l^ing  unfavorably  located 
and  uneconomical.  The  American  Spirits  Manufacturing  Company  took  over 
only  17  of  the  plants  from  the  old  Distilling  and  Distributing  Company,  and  of 
these  only  5  are  now  operated-     f832.) 

Mr.  LuTTiBS  testifies  that  the  rrust  can  run  its  distilleries  more  regularly,  and 
regular  operation  is  necessary  in  order  to  fulfill  contracts  for  feeding  cattle. 
Manufacture  in  large  plants  is  cheaper,  although  the  difference  between  the  dis- 
tillery of  10,000  bushels  capacity  and  one  of  4,000  bushels  would  not  be  Jpeat. 
The  trust  also  has  the  advantage  of  the  most  skilled  administrative  officers. 
(254,  255.) 

Mi\  Clarke  believes  an  individual  distillery  of  reasonable  size  can  be  operated 
almost  as  advantageously  as  those  in  a  combination.  The  full  advantage  of 
economical  production  is  reached  at  3,000  to  5,000  bushels  dSlily  capacity.  The 
combination  makes  no  savings  in  buying  grain  or  fu^,  and  probably  has  no 
rebates  in  freight  rates  not  received  by  others.  The  trust  has  the  advantage  of 
being  able  to  dispose  of  a  surplus  in  foreign  markets,  where  orders  are  usually 
only  for  large  lots.     ( 184. ) 

^2.  Kentuehu  whiskies. — The  business  of  producing  fancy  brands  of  whiskies  can 
not  apparently  be  consolidated  into  fewer  plants,  since  the  trade-marks  them- 
selves are  known  by  their  location.  But,  according  to  Mr.  Bradley,  the  combina- 
tion has  been  able  to  produce  a  staple  quality  of  straight  whisky  at  15  cents  per 
gallon,  the  lowest  cost  of  refining  known  in  Kentucky.  It  has  established  a  new 
istillery  for  this  purpose,  to  supply  the  demand  for  whisky  of  that  quality.    (829. ) 

C.  Improved  proceeses. — 1.  Spirits. — ^Mr.  McNulta  states  that  the  spirits  combina- 
tion has  used  the  best  processes  and  machinery  on  a  large  scale.  The  main  improve- 
ments in  methods ,  however ,  were  apparently  made  before  its  formation.  Between 
1870  and  1880  a  yield  of  3  to  3^  gallons  of  high  wines  ^^  bushel  of  com  was  con- 
sidered good.  The  trust  extended  the  improved  uaKfises  sJready  known,  and 
by  1890  was  securing  about  4.9  gallons  of  high  winoRj  4.75  of  finished  prcMiuct. 
The  main  improvements  since  that  time  have  beeatfn  the  use  of  copper  in  all 
■parta  of  the  distillery.  The  average  yield  secured  by  the  combination  from  18^ 
to  1894  is  shown  below.  The  average  yield  of  the  Distilling  Company  for  5  years 
was  4.685  gallons  as  compared  witn  4.826  for  all  the  distilleries  in  the  country, 
including  its  own.    Increase  in  yield  is  largely  due  to  use  of  bettei*  yeast,  the 
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most  effective  germs  being  ascertained  bv  scientific  examination  and  experiment. 
Distillers  sometimes  x>ay  exceedingly  hign  prices  for  yeast.     (30^204,  215.) 


Year. 

Yield  per 
bnabe). 

18110 

4.e75 

1801 

4.700 

1802 

4.616 

1883 

4.606 

1804 • 

4.748 

Tot«l 

4.685 

Mr.  Bradley  states  that  the  distilleries  in  the  combination  now  obtain  abont 
4.80  gallons  of  pare  spirits,  on  the  average,  per  bnshel  of  com.     (826.) 

Mr.  Bice  states  that  the  production  of  high  wines  at  present  is  a  little  over 
5  gsillons  per  bushel.  This  latter  figure  refers  to  the  product  of  alcohol  before 
rectification  through  charcoal.     (844. ) 

Mr.  Clarke  also  believes  that  the  spirits  combinations  have  made  improve- 
ments in  processes  by  the  employment  of  skilled  chemists  and  by  experimenta- 
tion.    (187.) 

2.  Kentucky  whisky. — Mr.  Bradley  testifies  that  the  combination  of  Kentucky 
distilleries  wul  result  in  improved  qualij:y .  On  account  of  fierce  competition  many 
distilleries  had  resorted  to  the  use  of  ''cookers,"  in  order  to  reduce  the  cost  of 
manufacture.  This  increased  the  yield,  but  made  the  quality  inferior.  The 
com.bination  has  gone  back  to  the  old  methods  of  making  fine  whisky  in  every 
instance.     (830.) 

D.  Looadon  and  txanjportatioiL — Mr.  McKulta  states  that  it  is  doubtful  whether 
the  spirits  combination  has  any  advantages  in  transx)ortation,  by  rebates  from 
railways  or  by  filling  orders  from  the  nearest  plant.  Purchasers  usually  desig- 
nate particular  brands.  But  production  at  Peoria,  which  was  made  the  chief 
center  of  the  trust,  is  specially  economical  because  com  is  cheap,  this  being  the 
center  of  a  great  com  region,  coal  mines  are  near,  real  estate  is  less  expensive 
than  in  larger  cities,  and  nandling  of  com  by  railways  is  easier,  while  the  special 
water  supply  is  of  very  great  advantage.  There  is  an  unlimited  quantitv  of  water 
from  wefis  about  30  feet  deep,  having  a  temperature  the  year  round  of  about  54 
degrees.  This  is  used  for  cooling  the  warm  mash  and  is  much  more  satisfactory 
and  economical  than  ice.     (201, 1^2.) 

Mr.  LUYTIES  states  that  the  trust,  having  a  large  purchasing  capacitv  and  a 
heavy  demand,  can  ship  spirits  rapidly  and  in  large  quantites,  thus  saving  leakage 
and  damage.  High-proof  spirits,  if  kept  for  1  or  2  days  too  long  in  transit  or  stor- 
age, lose  enough  to  destroy  all  profit.     (254.) 

E.  Advertisiii^  aad  selling  of  goods. — Mr.  Bradley  testifies  that  the  savings  by 
combination  m  the  reduction  of  the  number  of  salesmen,  and  of  advertising 
and  selling  expenses  generally,  are  very  great.  The  saving  is  imx)ortant  even  in 
the  distrioution  of  spirits,  but  is  most  marked  in  the  sale  of  standard  brands 
of  Kentucky  and  rye  whisky.  The  witness  has  made  a  calculation  that  some- 
where between  the  distiller  and  the  consumer  in  this  country  ^,000,000  is  lost. 
This  goes  primarily  to  the  attempt  to  secure  trade.  It  is  all  wrong  and  does  not 
enable  the  consumer  to  get  better  whisky,  but  only  makes  him  pay  a  higher  price. 
Each  of  the  different  distillers  has  spent  immense  sums  for  advertising  his  brands 
and  pushing  them  in  various  ways.  The  combination  has  so  far  been  able  to  dis- 
pense with  about  300  salesmen,  although  apparently  the  advertising  of  special 
brands  has  not  yet  been  done  away  with  entirely.  The  tendency  of  the  combina- 
tion is  to  bring  the  manufacturer  and  the  consumer  closer  together,  to  increase 
the  purchasing  capacity  of  the  consumer  just  as  machinery  has  done. 

The  witness  adds  that  a  large  prox>ortion  of  the  traveling  salesmen  who  have 
been  dispensed  with  **  are  still  working  for  the  old  owners,  but  when  that  whisky 
is  sold  tneir  occupation  is  gone."    (829-881.) 

F.  Advuitage  of  oontroQiiig  diibrent  braachef. — ^Mr.  Bradley  testified  that  the  new 
Distilling  (Ik>mpany  of  America  will  have  a  great  advantage  over  its  competitors 
by  the  combination  of  all  different  branches  of  the  whidsy  business.  It  can,  for 
example,  practically  prevent  the  manufacture  of  spirits  in  Kentucky  and  of 
Bourbon  whiskies  outside  of  Kentucky;  can  use  the  great  machineries  of  the  dis- 
tributing companies  for  selling  Kentucky  whiskies  as  well  as  spirits,  and  can, 
throueh  its  distributers,  supply  a  wholesale  dealer  every  class  of  goods  which  he 
uses,  thereby  better  enabling  the  comi>any  to  hold  his  exclusive  trade.    (819.) 
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V.  EFFECT  ON  1IBCPI.07MBNT  AND  VTAOBS. 

Mr.  Clabke  states  that  the  number  of  men  employed  has  probablv  been 
reduced  somewhat,  but  not  much,  by  combination.  Wages  have  not  changed 
materially,  but  have  been  made  uniform  and  for  some  minor  positions  increased. 
Laborers  receive  from  $11  to  9S0  per  week,  averaging  ^rhaps  |18.  Many  would 
have  lost  employment  in  any  case  by  closing  of  refineries  through  failure.  Only 
the  engineers  among  distillery  employees  are  organized.  Work  is  quite  steady. 
(185,189,191.) 

Mr.  Bice  testifies  that  labor  is  not  an  imi>ortant  factor  in  the  distilling  business, 
since  the  plants  are  operated  almost  automatically.  The  combination  has  never 
hadastriW     (848.) 

VL  TAXATION.  > 

Mr.  McKuLTA  believes  that  the  system  of  taxation  of  liquors  should  be  modified 
in  several  ways  with  a  view  to  increasing  greatly  the  output,  especially  for  use  in 
the  arts,  thereby  increasing  the  demand  for  com  and  raismg  its  price.  The  most 
important  changes  would  be  (1)  eaualization  of  tax  on  different  liquors  in  strict 
proportion  to  the  amount  of  alcohol  contained ;  (2)  remission  of  tax  on  alcohol 
used  for  all  puTx>oses  except  as  a  beverage;  (3)  permission  to  use  tanks  instead  of 
barrels  for  storage  and  shipment;  (4)  discrimination  against  the  products  of  other 
countries  which  discriminate  against  our  own;  (5)  reduction  of  tax  on  spirits  from 
|1 .  10  to  70  cents,  or  even  50  cents,  per  gallon.    (225-286. ) 

A  Bate  and  form  of  tax.— 1.  Present  rate  excessive. — Mr.  McKulta  declares  that 
the  present  tax  on  spirits  is  unjustly  high.  The  cost  of  spirits  varies  from  8  to  15 
cents  per  gallon,  the  tax  being  $1.10.  This  is  virtually  a  tax  on  com,  amounting 
to  $5.50  per  bushel ,  so  far  as  used  in  distilling.  The  high  tax  reduces  revenue  by  dis- 
couraging the  use  of  spirits  for  many  manufacturing  purposes.  It  also  stimulates 
illicit  manufacture  by  the  high  profit  accorded.  The  loss  from  this  source  to  the 
Government  is  fully  |10,000,^  yearly.  By  reducing  the  tax  to  70  cents,  or  pos- 
sibly 50,  the  consumption  as  a  beverage  would  scarcely  be  increased,  while  the 
use  for  manufacturing  purposes  would  vastly  increase  and  illicit  manufacture 
would  practically  disappear.  The  Gk>vemment  would  profit  by  the  change. 
(229-234.) 

Mr.  LuYTiES  holds  that  the  present  tax,  sometimes  amounting  to  2,200  per  cent 
of  the  cost  of  spirits,  is  excessive.  The  witness  believes  that  the  consumption  of 
spirits  per  capita  has  considerably  decreased  in  recent  years,  owing  to  the  tax. 
The  point  of  greatest  revenue  can  be  determined  only  by  experiment,  but  a  reduc- 
tion to  perhaps  75  cents  would  certainly  largely  increase  consumption.    (25 1 ,  252. ) 

Mr.  Bradley  is  inclined  also  to  beueve  that  the  highest  revenue  point  for  the 
tax  on  whisky  is  75  cents  per  gallon.  A  reduction  from  fl.lO  to  90  cents  would 
greatly  increase  the  revenue. 

Mr.  Rice,  in  supx)ort  of  the  contention  that  the  highest  revenue  x>oint  of  the  tax 
on  spirits  is  about  70  or  75  cents  per  gallon,  submitted  a  table  showing  the  total 
number  of  gallons  upon  which  the  tax  has  been  paid  at  the  different  rates  which 
have  prevailed  in  this  country  since  1860,  and  the  amount  per  capita  of  the  popu- 
lation. This  table  shows  that  while  the  tax  stood  at  $2,  from  1865  to  1868,  the 
amount  of  spirits  on  which  it  was  paid  was  only  0.30  gadlon  per  capita  annually. 
When  the  tex  was  reduced  to  50  cents  the  per  capita  amount  was  1.79  gallons. 
At  the  70-cent  rate  the  per  capita  amount  was  1.65  gallons,  and  this  represented 
the  highest  revenue  point.  Tne  average  per  capita  amount  of  spirits  on  which 
the  tax  was  paid  from  1875  to  1895,  un^r  the  90-cent  rate,  was  1.27  gallons,  while 
under  the  $1.10  rate  for  the  years  1895  to  1896  the  amount  was  only  0.95. 

The  following  table  submitted  by  Mr.  Bice  shows  the  receipts  from  the  tax  on 
spirits  yearly  since  1889.  This  shows  a  considerable  increase  in  the  receipts  during 
the  year  1899,  although  the  per  capita  amount  of  revenue  is  probably  less  than 
during  1898,  the  total  number  of  gallons  on  which  the  tax  was  paid  being 
97,458,347  in  1898  as  against  83,819,314  in  1899.     (841,  848,  844.) 

IntemcU-revenue  receipts  from  spirits  during  the  fiscal  years  ending  June  SO — 


1889 $68,281,803.98 

1890  75,181,685.90 

1891  78,528,601.16 

1892  83,776,252.86 

1893  (97,458,347 gallons)     87,712,513.03 

1894  78,612,150.22 


1895  73,741,380.57 

1896 78,743,018.60 

1897  75,706,513.17 

1898 86,188,630.91 

1899  (83,819,314  gallons)  92,201,245.77 


\ 
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Mr.  Cook  believee  that  any  considerable  increase  in  the  spirits  tax  falls  on  the 
consomer ,  largely  throngh  his  getting  a  cheaper  quality.  It  is  difficult  to  know  how 
much  an  increase  wiU  tatect  consumption.  The  recent  statistics  as  to  the  effect 
of  the  increase  to  fl.lO  are  misleading,  because  the  tax  was  paid  at  the  lower  rate 
on  a  quantity  sufficient  for  three  years'  consumption.    (247;  see  also  above,  p.  87.) 

2.  Capacity  tax. — Mr.  McNulta  believes  that  the  present  practice  of  levying 
the  spirits  tax  on  the  capacity  of  the  stills,  assuming  that  they  are  used  success- 
fully to  their  full  capacity,  is  an  injury  to  the  business.  The  Distilling  Company 
at  one  time  was  taxed  for  spirits  supposed  to  have  been  made  as  the  result  of  cer- 
tain new  experiments  which  had  practically  failed.  The  courts  decided,  in  con- 
travention of  the  revenue  officers,  that  it  was  not  the  intent  of  the  Government 
to  collect  the  tax  in  such  a  case,  where  no  fraud  was  committed.     (288. ) 

3.  Proportion  of  alcohol. — ^The  tax  on  spirituous  Uquors,  in  Mr.  McNulta*8 
judgment,  should  be  strictly  proportioned  to  the  amount  of  alcohol  contained, 
which  it  is  very  easy  to  ascertain.  At  present  wine  bears  no  tax,  although  it 
often  contains  from  8  to  17i  x)er  cent  of  alcohol.  Beer  contains  from  2^toS  per 
cent  of  alcohol,  a  barrel  usually-  containing  more  than  2  gallons.  The  present 
tax  is  $1  i)er  barrel;  that  on  alcohol  and  proof  spirits,  $1.10  per  gallon.  The  beer 
and  wine  producers  have  sufficient  protection  from  foreign  comx)etition  and  could 
readily  x»ay  the  tax.  This  would  greatly  increase  the  revenue  of  the  Government. 
(225-227.) 

B.  Illicit  maaafaetnre. — 1.  lUidt  stills. — ^Mr.McKuLTA  declares  that  the  present  high 
tax  causes  a  large  illicit  manufacture  in  small  distilleries,  which  either  escape 
altogether  or  pay  on  a  smaU  prox>ortion  of  their  product.  Large  distilleries,  how- 
ever, being  thoroughly  under  the  control  of  Gk>vemment  officials,  pay  the  tax  in 
full.  The  penalty,  forfeiture  of  the  distillery,  is  too  great  to  be  risked.  The 
present  rules  are  unduly  severe.  Public  opinion  is  such  that  a  revenue  officer 
dares  not  decide  a  doubtful  question  in  favor  of  a  distiller  lest  he  be  suspected  of 
accepting  a  bribe.  Judicial  functions  ought  therefore  to  be  taken  away  from  the 
revenue  officers  and  mven  to  the  courts.     (231-234.) 

Mr.  BiC£  and  Mr.  Bradley  are  also  of  tne  opinion  that  the  present  tax  of  $1.10 
per  gallon  is  so  high  that  it  leads  to  great  evasion.  It  is  impossible  to  collect  so 
high  a  tax  satisfactorilv  in  a  country  having  so  large  an  area;  it  is  vastly  more 
difficult  than  in  a  small  coimtry  like  England.     (824. ) 

Mr.  Bradley  declares  that  there  are  illicit  stills  all  over  the  United  States. 
Perhaps  they  are  more  common  in  the  mountains  of  the  Atlantic  States  than  else- 
where, but  many  are  in  existence  in  New  York  City  itself.  The  profits  of  illicit 
distilling  are  exceedingly  great,  perhaps  $80  or  $40  per  barrel. 

It  is  a  very  common  practice,  according  to  Mr.  Bradley,  to  sell  such  illicit 
whisky  of  poor  quality  under  the  names  of  standard  brands.  The  witness 
secured  in  i  year  in  New  York  City  lover  3,000  botties  of  whisky  bearing  the 
trade-marks  of  Old  Crow  and  Hermitage,  which  contained  inferior  whisky,  most 
of  it  illicit.  It  is  easy  to  carr^r  small  quantities  of  illicit  whisky  from  distilleries 
to  saloons  and  dives,  where  it  is  bottled  and  sold  under  false  names.     (825, 826.) 

Mr.  Bradley  further  points  out  that  most  illicit  whisky  is  necessarily  con&ied  , 
in  sale  to  local  markets. 

As  evidence  of  the  fact  that  large  amounts  of  illicit  whisky  are  sold  even  upon 
the  general  market,  Mr.  Rice  submits  a  circular  from  a  firm  of  whisky  brokers 
and  commission  merchants  in  Baltimore,  dated  June  24,  1899,  in  which  100  per 
cent  North  Carolina  com  whisky  was  offered  for  sale  in  the  barrel  at  $1.19.  The 
cost  of  the  packi^  is  6  cents  per  gallon,  so  that  the  charge  for  whisky  is  only  3 
cents,  the  tax  being  deducted.  In  North  Carolina  it  is  possible,  Mr.  Bice  states, 
to  buy  com  whiskv  at  85  cents  per  gallon. 

Mr.  Rice  also  submits  the  following  statement  showing  the  number  of  illicit 
stills  which  were  seized  during  the  fiscal  years  from  1889  to  1898: 


Illicit  stills  seized  during  the  fiscal  years  ending  June  SO. 


1889 
1890 
1891 
1892 
1893 


466 
583 
795 
852 

806 


1894.... 1,016 


1895 1,874 

1896 1,905 

1897 2,278 

1898 2,391 


Total 12,961 


Mr.  Rice  believes  that  a  comparatively  small  proportion  of  the  illicit  stills  are 
actually  discovered  and  that  when  they  are  the  owner  usually  simply  moves  his 
plant  to  another  locality.    (841-844.) 
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2.  lUicit  manufacture  in  registered  stills. — ^Mr.  Bradley  and  Mr.  Bice  i>oint 
oat  that,  even  where  stills  are  avLiy  registered  and  known  to  the  officers,  the  small 
ones,  where  a  Gk)Yemment  officer  is  not  constantly  in  control,  rexmrt  only  a  small 
proportion  of  the  whisky  which  they  actually  mannfactare.  Mr.  Bice  estimates 
that  only  one-half  of  the  tax  is  collected  on  j^oods  actually  produced  in  from  4,000 
to  6,000  of  such  small  stills  in  the  Southern  States.  The  Qoyemment  simply  esti- 
n[iates  the  number  of  bushels  of  grain  which  can  be  handed,  and  the  amount  of 
whisky  which  can  be  produced  per  bushel.  Strong  pressure  is  brought  to  bear 
upon  the  GK>vemment  to  fix  this  average  production  low.  As  a  matter  of  fact 
the  small  distilleries  are  becoming  so  expert  that  they  can  produce  from  4  to  4i 
gallons  i>er  bushel  of  com.     (825,  844% ) 

3.  Remedjf — high  license  of  stUls. — ^Mr.  Bradley  and  Mr.  Bice  beUeve  that  the 
most  satisfactory  method  of  improving  the  collection  of  the  internal-revenue  tax 
is  bv  placing  a  high  license  u^on  stills  or  otherwise  preventing  altogether  the 
legal  use  of  stills  of  small  capacity.  The  Gk)vemment  should  be  able  to  have  one 
or  more  officers  in  charge  of  every  operating  still.  It  could  afford  to  place  two 
men  in  charge,  even  if  a  distillery  made  only  two  barrels  per  day,  since  the  tax 
is  so  high.  Mr.  Bico  believes  that  a  license  fee  in  proportion  to  the  capacity  at 
quite  a  nigh  rate  would  be  the  most  satisfactory  metnoa.     (834, 841, 844.) 

C.  Methods  of  storiii^. — 1 .  Wooden  containers. — Mr.  McNulta  states  that  the  exist- 
ing regulations  to  msure  payment  of  taxes  have  come  down  from  a  time  when 
frauds  were  very  numerous.  They  are  too  severe  and  exacting  for  the  present 
time,  where  the  character  of  the  business  is  entirely  different.  The  reqmrement 
that  spirits  shall  be  stored  and  transported  in  barrels  of  small  capacity  involves 
elaborate  care  in  watching,  and  necessitates  great  exx>ense  and  loss  to  distillers. 
If  alcohol  and  high-proof  spirits  are  kept  lor  any  length  of  time  in  wooden 
barrels,  they  lose  largely  by  evaporation  and  soaking  and  also  deteriorate  rapidly 
in  quality.  By  the  use  of  large  copper  tanks  the  work  of  the  Qovemment  officials 
would  be  much  lessened,  while  great  economy  would  result  to  the  producer. 
(228,230.) 

2.  Bondedrwarehouse  system, — The  system  of  inspection  and  regulation  by  Gov- 
ernment, according  to  Mr.  Clarke,  is  aavantageous  in  compelling  accurate  records, 
thus  enabling  distillers  to  understand  their  own  business.  But  the  present  method 
of  bonding  and  postponing  payment  of  tax  is  unfavorable.  The  tax  need  not  be 
paid  until  after  8  years,  but  after  4  years  the  package  is  regauged  and  the  tax  is 
on  the  quantity  theti  found.  A  barrel  of  48  gallons  evaporates  about  9  gallons 
during  the  first  4  years,  and  8  gallons  during  the  next  3  or  4  years.  Since  the 
wholesaler,  who  pays  the  tax  when  it  is  sold  to  him,  must  pay  it  on  the  quantity 
evaporated  after  the  fourth  year,  the  tendency  is  to  depress  the  price  of  ripe  whisky 
Jbelow  that  of  4-year-old  whisky.  The  tax  should  be  levied  on  the  amount  in  the 
barrel  when  it  finally  leaves  the  warehouse  for  sale.  However,  the  proof  of  whisky, 
if  kept  in  a  warm  place,  will  increase  from  100  to  125  in  4  or  5  years,  and  addition 
of  water  to  reduce  to  100  is  allowed.     (182,  183.) 

This  requirement  as  to  the  x)eriod  of  bond  is  also  severely  criticised  by  Mr.  Bice. 
(848;  as  to  its  effect  on  exportation,  see  p.  93.)    . 

D.  Bemiicioii  of  tax  on  fpixiti  used  in  arte. — Mr.  McKulta  believes  that  alcohol  used 
in  the  arts  and  sciences  should  be  entirely  free  from  taxation.    There  are  laws  at 

S resent  intended  for  this  purpose,  but  no  means  of  executing  them  have  been 
evised.  The  witness  believes  it  possible  to  remit  the  tax  without  promoting 
fraud.  The  result  would  be  to  double  the  (quantity  of  grain  used  for  mstillation 
and  to  introduce  many  new  industries  which  are  now  prohibited  by  the  high 
cost  of  alcohol.  There  are  thousands  of  uses  to  which  it  can  be  put.  £ven  if  the 
tax  were  retained  at  50  cents  a  gallon,  the  increased  use  would  be  sufficient  to 
make  the  revenue  as  great  as  from  the  present  tax  of  $1.10.     (227, 234.) 

Mr.  LuYTiES,  distiller  and  dealer,  testifies  that  there  would  be  great  advantage 
if  some  method  could  be  adopted  similar  to  that  used  in  Eng[land,  by  which  alco- 
hol or  spirits  could  be  methylized  and  rendered  unfit  for  dnnking,  the  tax  then 
being  remitted.  But  it  is  a  delicate  matter  and  the  Secretary  of  the  Treasury  has 
struggled  in  vain  to  devise  a  method  suited  to  prevent  fraud,  the  temptation  to 
mix  taxed  and  untaxed  spirits  being  very  great.  Until  a  satisfactory  method  can 
be  discovered  the  present  practice  is  best.     (252.) 

Mr.  Bradley  believes  that  it  will  be  impossible  to  remove  the  tax  from  alcohol 
used  in  the  arts.  If  this  were  attempted  there  would  be  only  illicit  spirits  pro- 
duced in  this  country.  But  to  reduce  the  tax  on  alcohol  to  perhaps  75  cents  per 
gallon  would  greatly  increase  its  use  in  the  arts.     (829.) 

E.  Exportation  and  the  tax. — 1.  Spirits. — Mr.  MoNulta  i>oints  out  that  there  are 

Sractically  no  spirits  now  exx)orted  from  this  country,  although  it  is  naturally 
iie  cheapest  place  for  their  production.    There  is  ^  very  liurge  demand  abroad 
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for  various  pnrpofles,  bnt  this  is  sapplied  by  Oermany,  which  offers  an  export 
bounty,  and  oy  Hungary.  The  exportation  from  this  conntrv  is  specially  ham- 
pered by  the  governmental  restrictions  connected  with  the  collection  of  the  tax. 
Distillers  practically  get  no  advantage  from  the  drawbEick  of  the  tax  paid  in  case 
of  exportation.  The  requirement  that  all  spirits  be  stored  and  transported  in 
wooden  barrels  especially  interferes  with  cheap  transportation.     (228.) 

Mr.  Bradlbt  and  Mr.  Rice,  of  the  present  combination,  confirm  the  opinion 

of  Mr.  McNulta  as  to  the  undue  obstructions  placed  in  the  way  of  export  trade 

.  by  Grovemment  regulations  as  to  taxation  of  spirits.     They  especially  urge  the 

desirability  of  the  transportation  of  alcohol  in  tanJc  cars  and  timk  ships,  instead 

of  in  barrels. 

The  quantity  of  alcohol  used  in  the  arts  in  Europe  is  very  great  indeed.  It  is 
largely  employed,  for  example,  in  the  manufacture  of  smokeless  i>owder.  From 
80,000,000  to  90,000,000  gallons  of  alcohol  are  used  yearly  for  fortifying  wines. 
The  United  States  is  the  cheapest  place  of  manufacture  and  should  supply  a  large 
proportion  of  the  demand  for  alcohol  throughout  the  world.  If  this  were  possible, 
tiie  price  of  com  would  be  materially  raised,  especially  when  there  was  a  great 
surplus  crop,  since  alcohol  can  be  manufactured  and  stored  at  such  times.  Prac- 
ticsilly  no  spirits  or  alcohol  is  now  exported.     (824,  ^8, 846, 847. ) 

Mr.  Cook  considers  that  the  decrease  in  exportation  is  ^urtly  due  to  the  Ger- 
man bounty  on  exportation  of  spirits  and  partiy  to  the  difficulty  and  expense  of 
complying  with  tne  regulations  of  our  GK>vemment  as  to  remission  of  tax. 
(245-2470 

According:  to  Mr.  LuTTiES  one  of  the  great  drawbacks  to  exportation  of  spirits 
from  this  country  is  the  high  bond  which  is  required  by  the  (i^ovemment — suffi- 
cient to  cover  the  entire  tax.     (259. ) 

In  Germany,  according  to  Mr.  Lutties,  the  Gk>vermnent  considers  it  necessary 
to  develcn)  the  spirits  manufacture,  especially  on  account  of  the  feed  secured  as 
a  by-product.  Accordingly  the  amount  which  each  distillery  is  allowed  to  pro- 
duce 18  limited,  and  a  tax  of  50  marks  per  100  hectoliters  is  levied  up  to  that 
amount,  while  if  more  is  produced  the  tax  is  70  marks,  unless  the  surplus  is 
exported,  -when  the  entire  tax  is  rebated.     (256, 257. ) 

2.  Exportation  of  whisky,— Mr.  Rice  states  that,  imder  the  present  statute, 
whisky  which  is  held  for  aging  must  be  taken  out  of  bond  and  the  tax  paid  at  the 
end  of  8  years,  unless  it  is  exported.  Frequently  it  hapx>ens  that  the  distiller  has 
no  market  for  his  product  in  this  country  at  the  precise  time  when  the  8  vears 
expire,  and  in  order  to  avoid  the  immediate  payment  of  the  tax  he  ships  the  wniskv 
to  C^rmany  to  be  stored  until  he  is  able  to  dispose  of  it,  when  it  is  reimported. 
This  is  practically  the  only  way  in  which  whisky  is  exported.  The  (Government 
attempts  to  prevent  this  evasion,  but  exporters  make  a  mental  reservation  in  the 
statement  that  the  exportation  is  bona  nde.     (848. ) 

Mr.  Bbadley  also  x>oints  out  that  the  prohibition  of  the  law  upon  the  holding 
of  bottied  whiskies  in  bond  for  exportation  results  in  a  ^eat  hmdrance  to  the 
export  trade.  It  is  desirable  that  permission  should  be  g^ven  to  bottle  whiskies 
in  advance  and  hold  them  subject  to  orders  for  shipment.  Mr.  Bradley  likewise 
points  out  that  the  amount  of  drawback  upon  the  exportation  of  whiskies  is  only 
90  cents  per  gallon,  the  law  having  been  left  unchanged,  apparently  by  oversight, 
when  the  tax  was  raised  to  $1.10.  The  law  puts  many  otner  ridiculous  obstruc- 
tions in  the  way  of  tiie  exportation  of  whisky.    (824.) 
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A  Otgmmiatioii  aad  pnrpotei. — Mr.  Embry  quotes  part  of  the  testimony  of  Mr. 
Flagler  before  the  Committee  on  Mannf actnres  of  the  House  of  Representatives 
in  1888.  This  shows  that  in  1870  the  firm  of  Rockefeller,  Andrews  &  Flakier  was 
formed  to  sacceed  the  separate  firms  of  Rockefeller  &  Co.  and  Rockefeller  & 
Andrews.  The  capacity  of  the  new  firm  was  abont  600  barrels  of  cmde  oil  per 
day.  This  firm  in  the  same  year  was  reorganized  nnder  the  name  of  the  Standard 
Oil  Company  of  Ohio,  with  a  capital  of  $1 ,000,000.     (006. ) 

Mr.  RooKBFELLSB  made  afiELoavit  concerning  the  growth  of  the  Standard  Oil 
Company  as  follows: 

'  *  1 .  Q.  What  was  the  first  combination  in  which  yon  were  interested  of  different 
eetablidimentsin  the  oil  indnstrv?— A.  The  first  combination  of  different  establish- 
ments in  the  oil  industry  in  which  I  was  interested  was  the  union  of  William 
Rockefeller  &  Co.,  Rockefeller  &  Andrews,  Rockefeller  &  Co.,  S.  V.  Harkness, 
and  H.  M.  Flagler,  about  the  year  1867. 

''2.  Q.  What  were  the  causes  leading  to  its  formation? — ^A.  The  cause  leading 
to  its  formation  was  the  desire  to  unite  our  skill  and  capital  in  order  to  carry  on 
a  business  of  some  magnitude  and  imxx>rtance  in  place  of  the  small  business  that 
each  separately  had  theretofore  carried  on.  As  time  elapsed  and  the  possibilities 
of  the  Dusiness  became  apparent  we  found  further  capital  to  be  necessary, 
obtained  the  required  x>ersons  and  capital,  and  organized  the  Standard  Oil  Com- 
pany with  a  capital  of  $1,000,000.  Later  we  found  more  capital  could  be  utilized 
and  found  persons  with  capital  to  interest  themselves  with  us,  and  increased  our 
capital  to  1^,500,000.  As  tne  business  grew,  and  markets  were  obtained  at  home 
and  abroad,  more  persons  and  capital  were  added  to  the  business  and  new  cor- 
porate agencies  were  obtained  or  organized,  the  object  being  always  the  same,  to 
extend  our  business  by  furnishing  the  best  and  cheapest  products.^'    (795.) 

It  am>ears  that  the  Standard  Ou  Company  was  reorganized  in  1872  with  a  capi- 
tal of  12,500,000,  which  was  again  increased  to  $8,500,000  in  1875,  which  remams 
the  amount  of  capital  of  this  particular  company  to  the  present  time. 

B.  Growth  of  mooo^y  during  the  •eveatles. — Beginning  early  in  the  seventies 
the  men  interested  m  this  company  b^gan  to  associate  themselves  with  other 
refiners  and  to  extend  their  business  with  great  rapidity.  Thev  also  secured  con- 
trol of  the  pipe  lines  of  Pennsylvania,  a  process  which  is  more  fullv  described  under 
a  separate  neading.  (See  p.  100. )  Numerous  refineries  were  either  driven  out  of 
business  altc^ther  or  were  in  some  way  led  to  affliate  with  the  Standard  Oil 
Gomx»any.  Certain  witnesses  attribute  this  growth  of  control  over  the  refininflr 
business  xMotly  to  the  ownersluj)  of  the  pipe  fines,  but  the  chief  reason  assigned 
by  manv  opponents  of  the  combination  is  railroad  favoritism,  a  detailed  history 
of  whicn  is  given  later  on.    (See,  e.  g.,  Rice,  689,  698). 

Mr.  Ehebt  especially  refers  to  previously  existing  testimony  to  show  the  man- 
ner in  which  the  Standard  Oil  Company,  through  the  influence  of  railway  dis- 
criminations, grew  from  a  small  concern  in  1870  to  a  practical  monopoly  of  the 
entire  oil  refimng  business  in  1879.  In  1870  there  were  approximately  250  refineries, 
most  of  them  located  in  the  oil  regions.  The  Standard  Oil  Company  then  owned 
about  4  x>er  cent  of  the  refining  capacity  of  the  country.  In  1879  Mr.  Rogers  and 
Mr.  Bostwick,  members  of  the  Standard  Oil  Company,  testified  before  the  Hepburn 
committee  that  that  company,  or  the  combination  which  it  represented,  owned  or 
controlled  90  or  95  x>er  cent  of  the  re&iing  industry  in  America.  There  was  a  time, 
Mr.  Emery  deckures,  when  he  did  not  know  of  a  single  index)endent  refiner. 

The  witness  himself  was  interested  in  the  Octave  Oil  Company  at  Titusville, 
having  a  capacity  of  about  800  barrels  daily.    This  company  was  invited  to  join 
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(V>nipanie8. 


Northwestern  Ohio  Natural  Oa.s  Co 

OhioOilCo 

Solar  R4»flninK  Co 

Southern  Pipe  Line  Co 

South  Penn  Oil  Co 

Standard  Oil  Co. ,  Indiana 

Standard  Oil  Co. ,  Kentucky 

Standard  Oil  C^o.,  New  Jersey        .  . 

Standard  Oil  Co. ,  Now  Yorlc 

Standard  Oil  Co., Ohio 

Union  Tank  Line  Co 


OF    EVIDENCE. 

Appraised 

CapitaU- 

value. 

zation. 

$1,396,760.00 

f3,278.»)0 

8.380,378.04 

2,  OUT).  000 

711,793,87 

300,  aio 

3,279.018.28 

5,000.000 

3.021, &54. 87 

2.500,000 

'          1.088,518.61 

1,000.000 

8,604.800.78 

1.0II0.(N)0 

14.983.943.30 

10,000.000 

16,772,186.29 

7.000.000 

3. 426. 014.  ?2 

8.5(V),000 

3,a5V.187.41 

3.500,000 

Capitalization  20  corponUions 
Excess 


121.631,312.63 
102,233,700.00 


19,397,612.63 


3.  Existing  relations  of  eoiistitiient  companies  and  trtisf, — Mr.  Archbold  testi- 
fies that,  although  the  Standard  Oil  Trust  was  dissolved  in  1892,  the  men  who 
were  the  former  trustees  have  held  a  majority  of  the  stock  in  all  the  different 
companies  which  made  up  the  trust,  so  that  they  work  together  as  harmoniously 
as  before.  The  latest  movement  on  the  x)art  of  the  combination,  in  order  to  secure 
more  complete  unity  and  to  provide  for  the  claims  of  small  holders  of  trust  cer- 
tificates, is  the  or^nization  of  a  New  Jersey  corporation  entitled  the  Standard 
Oil  Company.  This  corporation  has  a  capital  of  $100,000,000  of  common  stock  and 
$10,000,000  of  preferred  stock,  and  is  authorized  to  own  the  stock  of  any  of  the 
different  corporations  connected  with  the  Standard  Oil  Company  and  to  buy  from 
all  parties  wno  own  such  stock  whenever  they  desire  to  sell.     (574-576. ) 

Mr.  MoNNETT  tt'stifies  that  a  man  could  not  have  his  trust  certificates  recon- 
verted into  stock  of  the  several  constituent  companies,  and  get  out  of  the  trust, 
unless  he  held  $66,000  worth.  This  enables  the  trustees  and  a  few  others  holding 
large  amounts  to  exchange  their  certificates  for  stock  and  thus  to  practically 
control  all  the  constituent  companies,  while  smaller  holders  retain  tneir  certifi- 
cates and  are  still  RKjeiving  dividends  upon  them.  Altogether  only  51  per  cent 
of  the  trust  certificates  were  converted  into  stock.  Holders  of  fractional  shares 
in  the  separate  companies  receive  no  dividends.     (308, 307, 308.) 

Replying  to  this  testimony,  Mr.  Archbold  states  that  the  replacement  of  trust 
certificates  by  propcjrtional  shares  of  stock  in  the  separate  comx)anies  has  been 
going  on  steadily,  and  that  only  a  small  ntmiber  of  trust  certificates  are  still  out- 
standing. He  admits  that  the  dividends  when  declared  are  at  a  certain  percent- 
age upon  these  outstanding  certificates  and  a  properly  adjusted  rate  upon  the 
capital  stock  of  the  different  companies.  The  rate  of  dividend  may  be  considered 
as  if  it  were  entirely  upon  the  trust  certificates  at  their  former  full  amount. 

The  prices  at  which  Standard  stock  is  quoted  on  the  market  are  still  based  on 
the  old  trust  certificates,  since  practically  the  equitable  interest  in  each  of  the 
separate  companies  corresponding  to  a  share  in  the  trust  certificates  is  of  the  same 
value.  If  the  purchaser  should  buy  trust  certificates  on  the  market  and  take 
them  to  the  company  it  would  give  him  either  a  proportion  of  the  shares  of  each 
of  the  separate  corporations  or  an  equal  amount  of  tlie  stock  of  the  newly  formed 
coiTKjration,  the  Standard  Oil  Company,  of  New  Jersey.' 

The  Standard  Oil  Company  has  always  kept  its  stocks  and  certificates  off  from 
the  stock  exchange,  and  there  has  been  very  little  speculation  in  them.  The  offi- 
cers and  directors  have  bought  and  sold  stocks  only  to  a  very  limited  extent,  and 
usually  for  the  purpose  of  increasing  their  own  holdings.  Mr.  Archbold  himself 
has  bought  and  sold  only  lOO  shares  during  10  years.     (574-576, 579.) 

Mr.  Rogers  states  that  when  the  Standard  Oil  Trust  was  dissolved  those  holders 
of  trust  certificates  whose  holdings  were  small  received  only  fractional  shares  in 
the  various  separate  comxmnies,  and  on  these  shares  they  receive  no  dividends. 
The  denominator  of  these  fractional  shares  is  about  975.0(K)  and  the  numerator  is 
often  very  small,  so  that  the  interest  is  so  trifling  that  it  would  be  impossible  to 
pay  a  di^ddend.  Nevertheless  the  Standard  Oil  Company  is  prepared  to  do  what- 
ever is  fair  regarding  such  fractional  shares.     (583,  587.) 

E.  Dividends  and  profits  of  oomMnation. — ^According  to  Mr.  Rice  the  Standard  Oil 
Trust  from  1882  to  1892  paid  dividends  equal  to  more  than  double  its  entire  capi- 


1  Thouffh  praotioally  a  new  organization,  this  seoms  to  be  in  form  a  continuation  of  the  old 
Standard  Oil  Company,  of  New  .Jersey,  with  an  altered  and  amended  charter,  and  with  its  cap- 
ital Increased  from  |1U,000,(XM)  to  $110,000,000.    See  p.  V££6. 
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talization  in  1888.  Since  1892,  when  the  tmst  was  nominally  dissolved,  30  qnarterly 
dividends  of  8  per  cent  have  been  paid,  and  77  per  cent  in  special  dividends  since 
1805,  making  a  total  of  167  per  cent  on  ite  capitalization,  or  in  all  $170,730,379. 
Aside  from  these  dividends  the  company  has  invested  millions  of  dollars  of  its 
net  earnings  in  producing  oil  property.     (688,  689.) 

Mr.  Monnett's  testimony  confirms  the  above  generally.  He  speaks  specifically 
of  extra  dividends  of  5  per  cent  in  1895,  19  i)er  cent  in  1896,  12  per  cent  in  1897, 
and  4  per  cent  in  1898.  He  adds  that,  judging  from  the  recent  rates  of  dividends, 
a  prominent  jndge  has  said  that  the j>resent  value  of  trust  certificates,  whose  face 
is  $97,250,000,  would  be(|486,250,000.)  (302,  307,  308,  309. )    piJB.   nm9^  • 

Other  witnesses  also  refer  to  the  high  value  of  Standard  stocks  as  showing  enor- 
mous profits.  Mr.  Archbold  states  on  this  point  that  the  price  prevailing  at  the 
time  of  his  testimony,  $465  per  share,  was  the  highest  ever  known.     (579.) 

Mr.  DoDD  submitted  the  following  statement,  showing  all  the  dividends  declared 
by  the  combination  since  1882.  In  addition  to  these  a  stock  dividend  of  20  per 
cent  was  declared  in  1887.  He  stated  that  no  distinction  had  been  made  in  the 
distribution  of  profits  between  the  former  owners  of  closed  and  dismantled  plants 
axid  others.    (799.) 

Per  cent.  Per  cent. 


1882 --     5.25 

1883 6 

1884 6 

1885 .--.   10.50 

1886 10 

1887 - --  10 

1888 -.  11.50 

1889 12 

1890 - 12 


1891 
1892 
1893 
1894 
1895 
1896 
1897 
1898 


12 

12.21 

12 

12 

17 

31 

33 

30 


Mr.  Boyle  believes  that  the  profits  of  the  Standard  Oil  Company  have  not  been 
reduced  by  the  depression  in  the  price  of  crude  oil.  The  capital  stock  of  the  com- 
pany before  its  reorganization  several  years  ago  was  $100,0()().000,  and  the  witness 
has  heard  that  it  was  worth  $500  per  share.  The  stock  of  the  Tidewater  Pipe 
Line  (Company,  which  has  a  capitsu  of  $10,000,000,  was  quoted  at  $2,000  per  share. 
There  may  be  agreements  between  this  company  and  the  Standard,  but  it  is  not 
absolutely  under  the  Standard's  control.    (480.) 

See  also  as  to  profits,  p.  1335. 

F.  OMo  snits  against  Standard  Oil  Company. — 1.  Oeneral  description, — ^Mr.  Monnett, 
the  attorney-general  of  Ohio,  testifies  that  suit  was  brought  against  the  Standard 
Oil  Ck)mpany  of  Ohio  in  1891,  and  a  decree  was  secured  in  1892  directing  it  to  with- 
draw^ from  the  Standard  Oil  Trust.  In  November,  1897,  the  attorney-general  sum- 
moned the  same  company  before  the  court  on  the  ground  that  it  had  not  with- 
drawn in  good  faith,  out  simply  modified  the  form  of  organization.  On  the  basis 
of  answers  to  interrogatories  submitted  to  Mr.  John  D.  Rockefeller,  information 
was  secured  which  led  to  filing  suits  against  all  the  constituent  companies  of  the 
original  trust  which  were  then  doing  business  in  Ohio — the  Buckeye  Pipe  Line 
Company,  Ohio  Oil  Company,  Solar  Refining  Company,  and  Standard  Oil  Com- 
pany of  Ohio.  There  were  four  causes  of  action:  (1)  As  against  public  policy; 
(2)  for  confederating  and  attempting  to  evade  the  decree  of  1892;  (3)  for  violation 
of  the  Ohio  antitrust  act  of  1898;  (4)  against  the  Buckeye  Pipe  Line  Company 
for  transacting  telegraph  business  as  a  common  carrier,  which  was  ultra  vires. 
This  company  was  found  to  be  exchanging  business  with  the  Western  Union 
Telegraph  Company.    (297,  298.) 

The  present  status  of  these  suits  (at  the  time  of  Mr.  Monnett's  testimony)  is  as 
follows:  The  officers  of  the  Standard  Oil  Company  of  Ohio  are  before  the  court 
on  the  charge  of  contempt  for  refusing  to  produce  their  books.  They  are  also 
held  for  violation  of  the  original  decree  of  the  court,  and  it  may  inflict  any  fine 
it  sees  fit.  An  independent  suit  has  been  brought  for  taking  away  the  charter 
of  this  company,  and  another  suit  for  the  same  purpose  is  pending  against  the 
Buckeye  Pipe  Line  Company,  in  which  the  witnesses  are  also  before  the  court  for 
contempt  in  refusing  to  answer  questions.  If  the  existing  suits  are  won,  the 
monopoly  of  the  Standard  Oil  Company  in  the  Ohio  field,  which  depends  on  its 
control  of  the  pipe  lines,  will  be  destroyed.     f314, 315. ) 

Mr.  Archbold,  replying  to  the  testimony  of  Mr.  Monnett  generally,  points  out 
that  the  attacks  upon  the  Standard  Oil  Company  in  the  courts  of  Ohio  were  inju- 
rious to  the  interests  of  the  State,  since  that  company,  through  the  various  cor- 
porations in  which  it  is  interested  in  Ohio,  pays  aoout  $250,000  taxes  yearly  and 
distributes  $3,250,000  as  wages  to  4,700  employees.     (543.)  - 
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2.  Production  of  books.— Mr.  Monnett  testifieH,  in  further  detail,  that  in  these 
suits  the  supreme  court  of  Ohio  has  ordered  the  Standard  Oil  Company  of  Ohio 
to  produce  its  books  and  records,  and  it  has  refused  to  do  so,  relying  on  its  con- 
stitnitional  rights.  The  question  as  to  the  power  to  compel  it  to  produce  its  books 
is  still  x>6nding.  According  to  Mr.  Monnett,  testimony  before  that  court  shows 
that  a  large  number  of  books  and  papers  were  bunied  2  or  3  days  after  the  order 
requiring  the  production  of  books  was  made.  The  eviden(;e  of  John  McNimey 
on  this  subjec^t  is  <iuoted  in  full.  He  was  an  employee  in  the  car  shoi)6  of  the 
Standard  (Ml  Company  at  Cleveland  and  assisted  in  lowering  certain  boxes  which 
he  believes  to  have  contained  books  from  the  office  of  the  Standard  Oil  Com- 
pany. That  same  day  and  the  following  Monday  he  assisted  in  burning  a  large 
number  of  books,  taken  from  such  boxes,  in  the  car-shop  furnaces.  The  books 
were  large  books,  apparently  ledgers,  and  many  IcKwe  papers  and  letter-press 
books  were  also  burned.  Altogether  9  chests  and  6  sacks  of  materials  were 
burned.     (303-306.) 

Mr.  AncHBOLD  denies  absolutely  the  fact  of  such  burning  of  books  by  the 
Standard  Oil  Company.  He  states  that  at  the  time  of  the  original  inauiry  on  the 
subject  the  companv  offered  to  produce  every  emi)lc)yee  who  coula  have  any 
knowledge  on  the  subject,  each  of  whom  would  have  denied  the  statement.  The 
attorney-general  refused  to  have  them  sworn  at  the  time,  although  he  knew  that 
the  secretary  of  the  Standard  Oil  Company  of  Ohio  had  made  an  affidavit  that  the 
books  were  m  his  possession.     (543.) 

3.  Alleged  attempt  a  at  bribery. — Mr.  Monnett  refers  to  the  alleged  attempt  of 
the  Standard  Oil  Com^ny  to  bribe  himself,  as  attomey-generaJ  of  Ohio,  and 
offers  to  submit  papers  in  the  case,  but  presents  no  further  evidence.     (313, 316.) 

Mr.  Abchbold  testifies  that  affidavits  have  b(*en  filed  with  the  supreme  court  of 
the  State  of  Ohio  denying  specifically  all  of  Mr.  Monnett's  charges  of  attempted 
bribery,  and  asking  the  court  to  appoint  a  commissioner  to  investigate  the 
charges.  The  court  has  not  acted  upon  the  subject,  but  the  company  is  anxious 
that  it  should  do  so.     (544. ) 

I.  PIPE  LINES— CONTROI.  B7  COMBINATION.      - 

A.  Early  hiitory. — Mr.  Boyle  ^ves  a  somewhat  detailed  history  of  the  devel- 
opment of  pipe-line  transportation  in  the  oil  business. 

The  first  successful  pipe  lines  were  established  in  1864  from  Pithole  to  the  Mil- 
ler farm.  Others  were  soon  constructed  in  the  same  district.  These  were  usually 
short,  scarcely  over  5  miles  in  length,  and  at  first  did  not  even  connect  directly 
with  the  wells  themselves,  although  this  practice  was  soon  established.  Numer- 
ous lines  soon  grew  up  in  different  parts  of  the  oil  region,  but  the  first  more 
extended  systems  date  from  1869,  when  the  Mu^  ill  Fiixi  Line  was  laid  more  or 
less  throughout  Clarion  County.  Vandergrift  &  Forman  later  established  a  sys- 
tem through  Butler  County  which  became  the  nucleus  of  what  is  now  known  as 
the  United  Pipe  Line  System. 

The  original  pii)e  lines  were  only  transporters  of  oil,  but  the  nature  of  their 
work  soon  led  them  to  purchase  oil,  although  at  first  it  was  not  in  the  name  of  the 
company  itself.  At  times  there  were  rumors  casting  doubt  on  the  integfrity  and 
solvency  of  some  of  the  pipe  lines.  The  prices  which  purchasers  of  oil  were 
willing  to  pay  to  pipe  lines  varied  accordingly,  since  tney  were  sometimes  in 
doubt  as  to  whether  the  oil  would  be  forthcoming.  It  w^as  uuite  common  in 
those  days  for  shortages  to  be  discovered  in  the  amount  of  the  oil  held  by  the  mpe 
lines  as  compared  with  the  amount  which  they  owed  to  certificate  holders.  The 
lines  would  use  oil  or  sell  it  and  expect  to  make  up  the  shortage  by  purchase  later 
on.  Mr.  Boyle  quotes  from  a  published  statement  of  the  Aflantic  Pipe  Line  in 
1876  acknowledging  a  shortage  of  6,000,000  barrels,  but  stating  that  15,000,000 
barrels  had  been  purchased  to  cover  it.     (413, 420, 423, 424, 481 ,  482. ) 

Mr.  Emery  also  makes  a  brief  statement  of  the  early  history  of  pipe  lines.  He 
states  that  the  first  attempt  to  combine  separate  pipe  lines  into  a  more  complex 
system  was  made  by  WiUiam  H.  Abbott  and  Henry  Harley,  beginning  about 
1866.  By  1869  they  had  a  capital  of  nearly  $2,000,000,  and  500  miles  of  pipe  cen- 
tering in  the  Miller  farm.  The  concern  was  then  known  as  the  Pennsylvania 
>^  Transportation  Company.     (603, 604;  compare  also  Lee,  262, 265.) 

B.  Abiorption  of  oomDeling  pipe  lines  by  Standard.—!.  History.— Seyeral  witnesses 
describe  the  process  by  which  the  Standard  Oil  Company  gradually  secured  con- 
trol of  the  various  pipe  lines  throughout  the  oil  regions.  The  opponents  of  the 
trust  attribute  the  success  of  the  Standard  Oil  Company  in  this  movement  to  the 
railway  discnmmations  upon  oil  received  from  pipe  lines  controlled  by  that  com- 
pany,   it  appears  that  for  a  considerable  period  a  rebate  of  22  cents  per  barrel 
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was  allowed  on  oil  from  pipe  lines  maintaining  the  agreed  rates  of  pipage.  These 
discriminations  are  more  fnlly  described  unaer  the  head  of  Railway  Discrimi- 
nations (pp.  149, 150) .  Other  opponents  of  the  combination  ascribe  its  success  in 
driving  out  competing  pipe  lines  largely  to  the  practice  of  paying  preminms  npon 
oil  in  tne  territory  of  such  competing  Imes. 

Mr.  BoYLB  gives  the  fullest  statement  of  the  growth  of  the  pix)e-line  consolida- 
tion during  the  seventies,  and  attributes  it  to  the  natural  advants^es  arising  from 
large  capital  and  from  skill  in  organizing.  He  testifies  that  during  the  early 
part  of  tnat  decade  very  numerous  pipe  lines  had  been  established.  These  were 
at  first  constructed  on  a  small  scale  by  separate  oil  producers,  but  having  entered 
the  business  many  producers  were  inclined  to  extend  their  lines  and  form  a  sys- 
tem. There  thus  arose  an  excessive  number  of  competing  lines,  and  the  solvency 
and  integrity  of  some  of  them  became  a  matter  of  doubt.  This  excessive  compe- 
tition was  the  cause  of  driving  the  pipe  lines  into  a  more  complete  organization. 
As  early  as  1873  or  1874  a  pooling  arrangement  was  made  by  some  of  the  pipelines, 
and  rebates  were  paid  by  railways  on  oil  received  from  such  lines.  The  United 
PiX)e  Line  Company  was  established  in  1877,  with  a  capital  at  first  of  $3,000,000,  and 
acquired  by  purchase  a  large  number  of  lines.  The  new  company  included  many 
producers  and  stocUiolders  of  the  smaller  companies,  but  it  is  estimated  that  the 
persons  controlling  the  Standard  Oil  Commny  had  somewhat  more  than  a  one- 
half  interest  in  the  United  Pipe  Lines.  The  National  Transit  Company  is  the 
present  owner  of  the  United  Pipe  Lines  System,  and  the  Standard  Oil  Company 
controls  the  National  Transit  Company.     (424-426,  474.) 

Mr.  Archbold  states  that  the  small  pipe  lines  which  existed  during  the  early 
period  were  inadequately  capitalized  and  inefficient  in  many  cases;  that  consoli- 
oation  was  welcomed  by  all  producers  and  resulted  in  a  lowering  of  charges  for 
pipage  fsom  40  to  20  cents  per  barrel.     (513.) 

Mr.  BocKEFBLLER  also  speaks  of  the  necessity  of  very  large  capital  to  conduct 
the  pipe-line  business  advantageously.     (797. ) 

2.  Premiums  on  oil  reached  by  competing  pipe  lines. — Mr.  Lockwood  declares 
that,  by  means  of  the  high  rebates  which  the  pipe  lines  controlled  by  the  Standard 
secured  from  tiie  railways,  they  were  able  to  offer  higher  prices  for  oil  to  the  pro- 
ducers and  to  .sell  at  lower  prices  to  refiners  than  independent  pipe  lines  were, 
Jn  this  way  26  pipe  lines,  built  during  the  early  seventies,  were  driven  into  bank- 
ruptcy, and  were  absorbed  by  the  United  Pijje  Line  and  the  American  Transfer 
Comijany.    These  pipe  lines  were  practically  shut  out  of  the  market. 

A  similar  policy  has  been  pursued  in  attacking  independent  pipe  lines  built 
later.  Thus,  in  1887,  Crai^,  Elkins  &  Kimble  built  the  Western  and  Atlantic 
Pipe  Line.  The  price  of  oil  at  that  time  was  69  cents,  but  by  the  time  the  new 
pipe  line  was  fairly  in  operation,  in  1888,  the  price  was  raised  tcj  88  cents  per 
barrel,  while  the  white-sand  oils  in  the  counties  reached  especially  by  the  new 

Eil)e  Ime  were  placed  at  a  pi  mium  by  the  Standard  Oil  Company,  which  paid 
rom  $1.08  to  $1.13  for  oil  at  the  wells.  In  November,  1889,  the  price  of  this  oil 
had  reached  $1.30,  and  the  witness,  as  a  producer  in  that  district,  was  drilling 
many  wells  in  the  hope  of  very  large  profits.  About  this  time  the  new  pii)e  line 
was  bought  by  the  Standard  Oil  Company  at  the  price  demanded  by  its  owners, 
and  the  very  next  day  the  premium  on  oil  from  this  district  was  taken  off,  while 
the  price  of  crude  generally  fell  gradually  to  53  cents.  The  witness  and  other 
producers  suffered  great  losses  from  this  reduction,  while  the  Standard  Oil  Com- 
pany made  sufficient  profits  by  it  to  recompense  itself  for  the  i)ur(!ha8e  of  the  pipe 
fine.  The  price  of  refined  oil  was  not  reduced.  This  great  decrease  in  price  could 
not  be  attributed  simply  to  the  increase  in  production.     (388,  394,  395.) 

Mr.  Phillips  also  testifies  to  the  practice  of  tlie  pipe  lines  controlled  by  the 
Standard  Oil  Company  of  x>aying  premiums  on  oil  for  the  i)nrpose  of  attficking 
competitors.  He  also  believes  that  the  Standard  recoups  itself  for  the  cost  of  pipe 
lines  purchased  by  lowering  prices  to  producers  and  raising  them  to  consumers. 
(5d2.) 

Mr.  Boyle  considers  the  paying  of  premiums  upon  oil  in  fields  reached  by  inde- 
pendent pipe  lines  a  necessary  method  of  comi)etition.  The  new  pipe  lines  make 
it  a  practice  to  cut  charges  for  pipage  in  order  to  secure  business,  and  the  Stand- 
ard Oil  Company  practically  merely  meets  such  cuts  by  paying  premiums  upon 
oil  from  the  district,  while  keeping  its  nominal  pipage  charge  the  same.  The 
witness  referred  esx>ecially  to  the  Peerless  or  Keystone  pipe  line,  which  fixed  a 

EiX>age  rate  5  cents  below  that  of  the  National  Transit  Company,  so  that  the 
itter  was  forced  to  bid  a  premium  of  that  amount  in  order  to  get  oil.  The  same 
condition  of  affairs  existed  regarding  the  Craig-Elkins  line  referred  to  by  Mr. 
Lee.  On  being  questioned  further  concerning  the  amount  and  purpose  of  such 
premiums,  Mr.  Boyle  stated  that  he  had  knowledge  of  premiums  Deing  placed  on 
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oil  regardless  of  any  snperiority  in  quality,  and  of  premiums  being  taken  off,  but 
that  he  had  no  knowledge  of  the  purpose  of  such  premiums.     (474,  475.) 

Mr.  Archbold  states  that  the  premiums  paid  by  the  i)ix)e  lines  controlled  by 
the  Standard  Oil  Company  for  oil  from  particular  distncts  are  usually  due  to 
superior  Quality  of  the  oil,  this  being  the  case  at  present  with  Franklin,  North 
Lima,  ana  Scio  oil.  But  *' where  we  have  found,  after  providing  these  special 
facilities,  which  have  no  value  for  any  other  purx)08e,  that  our  business  was 
attacked  by  a  newcomer,  we  have,  of  (bourse,  endeavored  to  protect  it.'*  Mr. 
Archl)old  admitted  specifically  that  when  the  American  pipe  line  was  built  through 
to  Philadelphia  a  premium  was  put  on  the  oil  from  the  large  fields  in  Butler 
County  and  Washington  County,  and  that  this  jiremium  was  token  off  as  soon  &s 
the  pip(j  line  had  been  purchased.  *'We  would  do  the  same  thing  again.**  The 
premium  in  these  cases  was  due  to  the  c()mj)etition,  uncjuestionably.     (576,  577.) 

Mr.  RoQERiS  confirms  Mr.  Archlx)ld*s  testimony  in  every  particular.  He  stat'es 
that  at  present  the  only  premiums  which  are  paid  are  on  account  of  superior 
quality.  In  most  cases  the  Standard  Oil  Company  has  been  forced  to  pay  pre- 
miums by  competitors  reducing  pipage  or  paying  hijfher  prices.  A  premium  is 
not  to  be  considered  as  of  the  nature  of  a  rebate,  since  it  goes  to  the  producer, 
while  pipe-line  charges  are  paid  by  the  refiner  or  ejqwrter,  and  rebates  would  go 
to  them.     (582.) 

3.  Existing  independent  pipe  lines. — Aside  from  the  competition  of  the  Pro- 
ducers and  fiefiners'  Pipe  Line,  hereafter  referred  to,  the  Standard  Oil  Company 
meets  competition  in  the  Ohio  field  from  the  Manhattan  Oil  Company,  and  in  the 
Indiana  field  from  the  Cudahy  pipe  line.  There  is  trifling  competition  in  the 
Scio  field.     (Rogers,  581 . ) 

C.  Oppositioii  of  Standard  to  free  pipe-line  law. — Opponents  of  the  Standard  Oil  Com- 
pany declare  that  a  further  means  by  which  the  combination  prevented  the 
establishment  of  competing  pipe  lines  and  secured  its  monoi>oly  was  the  prevent- 
ing for  a  long  time  of  the  passage  of  a  law  in  Pennsylvania  permitting  the  exercise 
of  the  right  of  eminent  domain  throughout  the  Stiite  for  the  laying  of  pipe  lines. 

Mr.  Emery  testifies  that  the  first  pipe-line  companies  were  char^red  by  special 
acts  of  the  legislature,  and  that  privileges  were  given  only  to  a  favored  few.  The 
indignation  over  the  exposure  of  the  South  Improvement  Company  scheme  in 
1872  forced  the  le^slature  to  pass  a  law  granting  any  person  the  right  to  lay  pipe 
lines,  with  the  privilege  of  eminent  domain,  within  8  of  the  leading  oil  counties. 
The  witness  at  that  time  sought  to  persuade  Mr.  Scott,  president  of  the  Pennsyl- 
vania Railroad,  to  permit  this  law  to  be  made  general,  with  a  view  to  enabling 
Sipe  lines  to  reach  competing  lines  of  railway  and  water  transportation.  This 
[r.  Scott  refused  to  do,  and  the  act  did  not  ax)ply  to  Allegheny  County,  so  that 
pipe  lines  could  not  reach  the  city  of  Pittsburg. 

Numerous  pii)e  lines  were  established  under  this  act,  but  it  was  practically 
repealed  by  the  Wallace  corporation  act  in  1874,  and  within  a  few  years  the 
Standard  Oil  Company,  by  a  con-upt  bargain  with  the  railroads  for  discriminating 
rates,  forced  all  but  I  of  tliese  lines  into  bankruptcy,  and  bought  them  up.  Since 
1876  the  entire  oil  district  has  been  under  the  complete  dictation  of  the  trust, 
until  the  organization  of  the  new  independent  pipe  lines,  beginning  about  1890. 
(605,606.) 

Mr.  Emery,  who  was  a  member  of  the  Pennsylvania  legislature,  and  actively 
engaged  in  pushing  the  passage  of  the  free  pipe-line  bill  from  1874  to  1883,  further 
declares  that  the  Standard  Oil  Company  did  directly  oppose  that  bill.  In  1883, 
when  he  and  Mr.  Lee  were  making  speeches  in  behalf  of  the  bill  in  various  parts 
of  the  State,  the  Standard  Oil  Company  attempted  to  influence  the  farmers  by 
arguing  that  pipe  lines  would  injure  their  property.  The  witness  refers  specif- 
ically to  a  meeting  which  was  held  in  favor  of  the  bill  at  Lancaster,  Pa.,  at  which 
dodgers  were  scattered  headed:  *'  Look  out  for  false  prophets."  The  dodgers 
declared  that  '*  these  people  are  endeavoring  to  pass  a  law  that  will  destroy  the 
springs  of  your  farms;  it  will  blow  up  your  houses;  it  will  create  havoc  in  your 
fields  when  the  pipe  bursts,  killing  the  gi-ass.  Most  dangerous  of  all  laws."  Mr. 
Archbold,  so  Mr.  Emery  declares,  is  mistaken  in  his  testimony  on  this  point. 
(659,660.) 

Mr.  Lkp/s  testimony  states  practically  the  same  facts  as  Mr.  Emery's  on  this 
point,  in  less  detail.  He  adds  that  in  1883  the  Standard  Oil  Company  probably 
controlled  90  per  cent  of  the  crude  oil  transported,  and  it  has  sought  to  secure 
control  of  all  new  lines  since  that  time,  so  that  it  still  has  practically  the  same 
proportion.     (262,265.) 

Mr.  Archbold  denies  that  the  Standard  Oil  Company  opposed  the  passage 
of  the  free  pipe-lme  law  in  Pennsylvania.  The  company  was  entering  the  busi- 
ness largely  and  understood  the  importance  of  the  measure  to  the  entire  petroleum 


STANDARD    OIL    COMBINATIONS: PIPE    LINES.  103 

trade.    He  denies  the  issning  of  any  circtdar  opposing  the  measnre,  bat  modifies 
this  statement  by  saying  that  he  does  not  know  of  any  being  issued.     (518.) 

Mr.  Boyle  knows  of  no  direct  opposition  of  the  Standard  Oil  Company  to  the 
passa^  of  the  free  pipe-line  law  in  Pennsylvania  or  to  the  laying  of  independent 
pipe  lines,  althoagh  he  knows  of  a  single  instance  where  the  Standard  Oil  Com- 
pany secured  a  right  of  way  in  order  to  prevent  another  pipe  line  from  being 
built.     (474.) 

D.  Opposition  to  laving  of  indepeadent  pipe  lines. — 1.  Charged  against  Standard. — 
Another  method  which  has  been  employed  by  the  Standard  Oil  Company  to  pre- 
vent the  laying  of  competing  pipe  lines  appears  to  be  the  purchase  of  land  intended 
to  be  crossed  by  such  pipe  lines  and  the  influencing  of  railways  to  oppose  the 
croesing  of  their  tracks  by  such  lines. 

Mr.  Lee  testifies  that  this  practice  was  employed  during  the  earlier  history 
of  the  pipe  lines.  The  most  active  opposition  to  the  laying  of  such  pipe  lines, 
however,  was  manifested  when  the  independent  oil  interests  in  Pennsylvania 
attempted  to  establish  the  United  States  Pipe  Line  to  the  seaboard.  Mr.  Lee's 
testimony  on  this  point  is  substantially  the  same  in  general  import  as  that  of 
Mr.  Emery,  given  below,  but  is  less  d«^tailed.     (264.  267.) 

Mr.  Emery  gives  a  detailed  history  of  the  attempt  to  lay  the  United  States  Pipe 
Line,  of  which  he  was  a  prime  mover  and  the  first  presiaent.  He  states  that  in 
1890  he  determined  personally  to  build  a  line  to  the  coast,  if  possible,  to  avoid 
the  excessive  transportation  charges.  He  first  went  to  the  president  of  the  Read- 
ing Railroad  with  a  view  to  securing  a  contract  for  transporting  oil  b^-  that  rail- 
road from  Williamsport,  Pa.,  pending  the  further  extension  of  the  line.  After 
some  delay  he  received  the  reply:  **  If  we  give  you  this  contract,  we  shall  disturb 
our  relations  with  the  Standard  Oil  Trust,  and  we  can  not  do  it."  He  then  deter- 
mined to  lay  the  line  along  the  boundary  of  New  York  and  Pennsylvania  to 
Hancock,  N.  Y.,  and  to  secure  a  contract  with  the  New  York,  Ontario  and  West- 
em  for  transporting  oil  to  the  Hudson,  with  a  right  to  construct  a  pii)e  line  later 
along  its  tracks.  This  contract  having  been  secured,  he  approached  the  Erie 
Railroad,  and  was  told  by  Mr.  Thomas,  its  president,  that  he  would  be  permitted 
to  cross  the  road  at  Bradford  and  to  pass  under  its  bridge  over  the  Delaware  at 
Hancock  or  through  the  bank  of  the  road. 

Meantime  Mr.  Emery  had  been  employing  experts  to  secure  right  of  way  for 
the  pipe  line.  As  soon  as  the  movement  became  known  a  number  of  men,  who 
the  witness  knows  were  connected  with  the  Standard  (Ml  Company,  began  to  seek 
a  right  of  way  over  this  same  territory.  They  bought  mortgages  against  pieces 
of  land  along  the  route  to  induce  the  owners  to  give  them  another  right  of  way. 
They  bought  a  number  of  strips  of  land  in  New  York,  just  beyond  the  Penn- 
sylvania State  line,  crossing  the  pipe  line.  In  New  York  the  former  free-^npe- 
luae  law  had  been  so  amended  as  to  be  practically  ineffective.  All  these  diflfi- 
cnlties  were,  however,  finally  overcome  after  great  delay  and  c^xpense. 

When  the  attempt  was  made,  however,  to  lay  the  pix)e*line  under  the  Erie  Rail- 
road at  Bradford,  the  witness  was  surprised  to  find  it  opposed  by  force.  His 
employees  drove  away  the  railroad  men,  but  the  laying  of  the  pipe  was  afterwards 
prevented  by  injunction  of  the  courts,  although  it  had  been  intended  to  cross  at 
the  same  place  where  the  two  Standard  pipe  lines  had  been  permitted  freely  to 
cross.  At  Hancock  also,  without  warning  about  such  opposition,  the  men  build- 
ing the  new  pipe  line  were  met  at  the  bridge  of  the  Erie  Railroad  with  forcible 
opposition.  They  remained  there  3  months,  but  were  finally  compelled  to  give  up 
the  attempt.  At  the  same  time  the  New  York,  Ontario  and  Western  violated  its 
contract,  and  the  pipe  line  was  finally  forced  to  go  back  70  miles,  to  the  Susque- 
hanna River,  and  to/build  from  Athens  to  Wilkesbarre.  It  was  necessary  to  make 
legal  contests  for  the  crossing  of  every  railroad,  and  the  witness  comments  on  the 
fact  that  almost  identically  the  same  briefs  were  presented  by  lawyers  of  differ- 
ent railroads  at  different  places  in  their  opposition.  The  various  exi)enses  of  liti- 
gation, loss  of  time  and  business,  entailed  a  loss  of  $150,000  in  reaching  this  point. 

For  some  time  the  pipe  line  transported  oil  from  Wilkesbarre  by  rail  over  the 
New^  Jersey  Central.  It  then  sought  to  extend  its  line  farther  toward  the  coast. 
It  succeeded  in  crossing  the  Pennsylvania  Railroad  by  obtaining  ownership  of  an 
acre  of  land.  When  it  reached  the  Delaware,  Lackawanna  and  Western  a  farm 
was  bought  over  which  the  railroad  i)assed,  and  it  was  believed  that  the  line  could 
legally  be  laid  under  a  culvert  where  the  owner  of  the  land  has  an  undisputed 
right  of  passage.  Nevertheless  the  line  was  built  by  night,  and  was  strongly 
secured  in  place  and  guarded.  The  employees  of  the  pipe-line  company  forcibly 
prevented  a  large  number  of  railroad  employees  from  taking  up  the  pipe  line.  It 
was  arranged  that  men  on  each  side  should  be  arrested  in  order  to  make  a  peace- 
able legal  nght,  but  while  these  proceedings  were  going  on  a  couple  of  locomotives 
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were  brought  up  by  the  raihroad,  and  hot  coals,  hot  water,  stones,  etc.,  were 
thrown  at  the  men  below.  The  railway  employees  were  finally  driven  away;  the 
pipe  line  employees  secured  arms  and  held  possession  of  the  field  for  7  months. 
The  lower  courts  decided  in  favor  of  the  pine  line,  but  after  4  years  of  litigation 
the  supreme  court  of  New  Jersey  has  decidea  that  the  pipe  line  must  be  removed. 
The  hne  does  absolutely  no  harm.  The  line  will  ultimately  have  to  build  to 
Philadelphia. 

The  pipe  line  company  now  transports  oil  from  this  point  50  miles  over  the  New 
Jersev  Central  to  the  coast.  The  amount  paid  for  freight  is  not,  as  stated  by  Mr. 
Archbold,  $6  or  $7  per  car,  but  about  $10  per  car,  a  high  rate  for  that  distance. 
The  actual  rate  is  7.8  cents  per  barrel  on  renned  and  6^  cents  on  crude.     (650-655. ) 

Mr.  Emery  believes  that  JN  ew  Jersey  and  other  States  should  pass  laws  allowing 
pipe  lines  to  be  laid  wherever  desired,  b]r  taking  land  by  eminent  domain  andx)ay- 
ing  the  damages,  just  as  is  the  practice  in  laying  railways.  He  has  attempted  to 
secure  the  passage  of  such  an  act  in  New  Jersey,  but  implies  that  corrupt  influences 
prevented  it.     (662.  J 

Mr.  Phillips  testifies  that  it  was  the  belief  of  the  independent  interests  that  the 
opi)osition  to  the  laying  of  the  United  States  Pipe  Line  through  New  Jersey  was 
instigated  by  the  Standard  Oil  Company.  Mr.  William  Rockefeller  is  a  director, 
he  has  been  informed,  of  the  Delaware,  Lackawanna  and  Western  Railroad. 
(593.) 

3.  Denial, — Mr.  Archbold  testifies  that  the  opposition  of  railways,  especially 
the  Delaware  and  Lackawanna,  to  the  crossing  of  their  tracks  by  the  United 
States  Pipe  Line  Company  was  not  caused  bv  influence  of  the  Standard  Oil  Ck)in- 
pany  in  any  way  whatever.  In  this  particular  case  the  pipe-line  company  had 
carried  its  Hne  across  the  railway  surreptitiously,  on  a  Sunaay,  and  had  then  placed 
an  armed  force  to  protect  it.  The  supreme  court  of  New  Jersey  finally  decided 
that  the  pipe-line  company  must  remove  its  line. 

The  freight  rates  now  received  by  the  United  States  Pipe  Line  Company  from 
the  terminus  of  its  line  to  the  seaboard,  over  the  Central  Kailroad  of  New  Jersey, 
are  lower  than  the  Standard  Oil  Company  has  ever  received  for  an  equal  distance. 

The  crude  oil  is  carried  52^  miles  at  the  rate  of  $7.98  per  tank  car  containing 
20  tons,  and  the  railroad  returns  the  empty  cars  free.  This  contract  is  for  100 
years,  and  may  be  abrogated  by  the  pipe  line  company  xipon  5  years'  notice,  the 
railway  having  no  right  to  cancel  it.  Mr.  Archbold  regards  this  as  a  case  of  dis- 
crimination.    (513, 529. ) 

Mr.  Boyle  is  inclined  to  believe  that  the  methods  used  by  the  Standard  Oil 
Compan]^  in  opposing  the  laying  of  pipe  lines  by  the  independent  oil  men  are 
entirely  pustifiable.  It  is  just  as  fair  to  purchase  land  in  front  of  a  pipe  line  to 
prevent  its  passage  as  to  purchase  land  desired  by  a  competitor  for  any  other  pur- 
I)08e,  by  offering  a  higher  price  than  the  competitor  can  £^ord  to  pay.  The  dupli- 
cation of  pipe  lines  generally  is  wasteful  and  inexpedient.     (445. ) 

Mr.  Boyle  also  cites  an"^  instance  where  the  Standard  Oil  Company  itself 
encountered  opposition  to  the  laying  of  its  pipe  lines  by  other  refiners.  In  1874 
the  National  Transit  Company  undertook  to  lay  a  pipe  line  from  Parkersburg  to 
Macksburg  and  were  stopped  at  several  points  by  tne  leasing  of  land  by  Mr.  Ogle 
at  the  instance  of  Mr.  George  Rice.  Contracts  were  r.iade  with  farmers  to  secure 
the  exclusive  right  to  cross  their  lands  at  exorbitant  prices.  Mr.  Rice  actually 
built  a  yipe  line,  but  not  in  accordance  with  these  contracts,  his  sole  puri)ose  beings 
to  prevent  the  laying  of  the  Standard's  line.     (486.) 

E.  National  Traniit  Company. — 1.  CJiarter. — The  present  charter  of  the  National 
Transit  Company  is  identical  in  its  terms  with  the  charter  held  by  the  South 
Improvement  Company.  Mr.  Emery  submitted  the  full  text  of  both  charters 
and  described  the  manner  in  which  the  National  Transit* Company  secured  its 
charter,  proving  his  statement  by  oflScial  records.  On  March  22,  1871,  a  charter 
was  granted  to  the  Overland  Contract  Company,  the  incorporators  being  the 
same  persons  who  received  the  charter  of  the  South  Improvement  Company  on 
May  6,  1871.  Both  companies  were  given  the  powers  contained  in  the  charter  of 
the  Pennsylvania  Company,  pas-ed  April  7,  1870.  The  name  of  the  Overland 
Contract  Company  was  changed,  on  May  16, 1871,  to  the  Southern  Railway  Security- 
Company.  This  company  failed  to  pay  taxes  on  its  capital  stock  to  the  State  of 
Pennsylvania  and  in  1873,  the  amount  then  due  the  State  being  $18,345,  its  charter 
was  seized  by  the  State  and  was  held  until  1881.  At  that  time  it  was  sold  by  the 
State  for  $16,251  to  individuals  who  later  transferred  it  to  the  National  Transit 
Company. 

The  witness  dwelt  especially  upon  the  fact  that  the  existing  National  Transit 
Company  has  the  same  excessively  wide  powers  as  were  given  to  the  South 
Improvement  Company,  and  implies  that  it  is  abusing  these  powers  in  essentially 
the  same  manner  as  that  company  did.     ( 608, 609, 619-622.) 
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J  of  pipe  tinea. — Mr.  Boyle  submitted  an  extract  from  the  Pittabarff 
Commercial  Gazette  of  Hav  5.  1892.  showing  the  maimer  in  which  the  National 
Transit  Company  had  met  toe  immense  demand  for  new  facilities  for  storing  and 
transporting  oil  during  the  rapid  development  of  the  McDonald  field  in  1891,  In 
joly  of  that  year  the  output  of  the  McDonald  field  was  only  about  8,000  barrels 
daily.  By  the  middle  of  Aagnst  it  had  ntached  15.000  barrels,  bnt  bv  the  lat  of 
September  the  National  Transit  Company  was  able  to  handle  26,000  barrels  per 
day.  By  the  Ist  of  October  it  conld  handle  40.000  barrels  per  day,  and  when  in 
November  the  production  of  oil  reached  nearly  80.000  barrels  per  day  the  capacity 
of  the  pipe  lines  had  been  raised  above  that  figure.  Iron  tankage  of  the  capacity 
of  3,000.000  barrels  -waa  erected  during  these  few  months  and  53  miles  of  pipe  of 
different  sisws  were  laid  within  a  territory  of  12  square  miles.  Many  powerful 
pumps  were  installed  to  force  the  oil  through  the  pipes.  In  round  numbers  10.000 
tons  of  iron  and  other  building  materials  were  snipped  into  the  McDonald  field 
for  erecting  tankage  alone. 

The  witness  refers  to  this  experience  as  showing  the  necessity  of  large  consol- 
idated capital  to  meet  the  exigencies  of  the  oil  business.  It  would  not  nave  been 
possible,  even  if  numerous  large  pipe  lines  bad  existed,  growing  up  under  a  free 
pipe-line  law,  for  them  to  cope  with  such  a  sudden  demand  unless  by  constant  and 
thorough  cooperation.  The  new  independent  pix>e  lines  have  not  shown  them- 
selves at  all  competent  to  meet  the  needs  of  the  producers.     (4Tl-4T.'i,) 

3.  Amount  of  butinexg,  etc. — Mr.  Rogers  states  that  the  amount  of  reeidaum  in 
the  bottom  of  the  tanks  of  the  National  Transit  Com^ny  is  published  monthljr. 
The  company  owns  about  35,000  miles  of  i)ipe,  ranging  from  2  to  8  inches  in 
diametar.  The  estimated  amount  of  oil  in  pipes  of  5  inches  in  diameter  and  over 
on  October  1, 1899,  is  S3.VS28  barrels.  The  witness  submitted  the  following  state- 
ntent  of  the  credit  balances  outstanding  against  the  National  Transit  Company 
from  1889  to  1899.     (588,584.) 

Credit  balance*  in  National  Transit  Compani/. 
(Id  barrels  of  erode  oil  of  a  gaiJoan  each.] 


Time. 

BurelL 

"»• 

B.rrelB. 

i  II 

, 

i^sB'^'^^^^^^' 

&«:»;:■:;;;;;;;;;■; 

JaneaO.lffie . 

Decemller  Bl,  iwT 

Jnne80.1tW. 

I>.s»ml>eral.3»HH 

JnnB3n,lB89 

III! 

' 

present  when  the  tanks  are  ganged.  The  pipe-line  company  di'diicts  2  j  imi  c 
of  the  amount  of  oil  received  from  the  producer  on  Bc<:onnt  of  the  waste  and 
evaporation.  There  is  considerable  sediment  and  surplus  in  the  tanks  belonging 
to  the  Standard  Oil  Company,  bnt  it  is  suppoHedthattliiHis  partly  sold  to  refiners 
and  partly  charged  up  against  producers.  When  losses  by  fire  occur  the  produ- 
cers m  the  locality  are  osHessed  by  a  reduction  of  their  credit  Iwlances,  although  the 
witness  believes  there  is  no  contract  authorizing  this.     (;r>4.) 

P,  Bhet  of  pipe-Una  moDopolT.—l.  Control  of  competition.— It  was  pointed  out  by 

several  witnesses  that  the  almost  complete  control  of  the  pipe-line  system  by  the 

Standard  Oil  Company  gives  it  great  power  in  fixing  the  prices  of  crude  oil,  since 

producers  can  dispose  of  their  product  only  through  the  pipe  lines,  esi>ecia]ly  in 

view  of  the  further  fact,  which  is  alleged,  that  railway  rates  on  crude  oil  are  by 

agreement  kept  at  least  as  high  as,  if  not  higher  than,  tne  pipe-line  charges.     The 

pipe-line  system  also  gives  the  combination  great  advantage  over  other  refiners, 

I   who  must  pay  the  rates  of  pipage  fixed  by  the  Standard,  which  are  claimed  to  be 

I   excessively  high,  or  the  high  rates  of  freight.     The  evidence  in  detail  as  to  the 

'    arrangements  between  the  railways  and  the  pipe  lines  is  given  under  the  heading 

"Railway  discrimination"  (pp.  152-155).    The  evidence  as  to  pipe-line  charges 

follows.     (See  also  Monnett,  310,  311.  333.) 

2,  Purchase  of  crude  oil  by  pipe  linen. — The  practic*  of  the  pipe-line  companies 
controlled  by  the  Standard  Oil  Company  is  to  receive  all  oil  produced  by  the  wells 
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with  which  their  pipes  are  connected,  ganging  the  amonnt  and  recording  the 
quantity  received  from  each  jirodncer.  The  producer  can  then  at  any  time,  by 
tne  custom  of  the  business,  although  not  by  contract,  receive  from  the  company 
the  value  of  his  oil  in  store  at  the  price  for  that  day.  He  can  instead  receive 
* '  pipe-line  certificates  "  for  1 ,000  barrels  each,  which  are  negotiable  in  open  market. 
The  independent  pipe  lines  apparently  follow  the  same  practice  and  often  pay 
from  1  to  9  cents  per  barrel  more  than  the  Standard  Oil  Company.  (Lee,  285, 
286 ;  see  also  under  heading  *'  Crude  oil.") 

3.  Pipe-line  charges,— M,r.  Lee,  Mr.  Phillips.  Mr.  Emery.  Mr.  Davis,  and  Mr. 
Rice  maintain  that  the  pipe-line  chargas  of  the  Standard  Oil  Company  are  excess 
iv(i.  The  rate  for  local  pipage  is  20  cents  per  barrel,  and  for  the  transportation  of 
oil  to  the  seaboard  45  cents  i)er  barrel.  These  rates  have  not  been  reduced  for 
fully  20  years.  The  rate  charged  by  the  independent  pipe-line  organizations  for 
local  pipage  is  15  cents  per  barrel.     (Davis,  381 ;  Emery,  660.) 

Mr.  Phillips  testifies  that  he  has  been  informed  that  the  cost  of  transporting 
oil  through  the  United  States  Pipe  Line,  when  carrying  about  half  of  itscapacitv, 
is  about  5  cents  per  barrel  as  far  as  the  terminal  in  New  Jersey.  The  cost  of  gath  - 
ering  oil  in  the  producing  field  is  estimated  at  from  3  to  5  cents  per  barrel.  (594; 
confirmed  by  Emery,  666. ) 

Mr.  Lee  points  out  that  the  cost  of  2-inch  pipe  has  fallen  from  35  to  6  cents  per 
foot.    He  believes  the  cost  of  l(xjal  pipage  is  rrom  7  to  8  cents  a  barrel.     (280, 284. ) 

Mr.  Rice  believes  that  the  cost  of  local  pipage  does  not  exceed  5  cents  and  that 
the  cost  of  pipage  to  the  seaboard  is  about  the  same.  In  proof  of  this  Mr.  Itice 
refers  to  a  paragraph  in  a  contract  between  the  National  Transit  Company  and 
the  Tidewater  ftpe  Company,  referring  simply  to  their  local  lines.  In  this  con- 
tract a  division  of  trafiic  is  arranged  for,  and  it  is  provided  that  if  either  party 
shall  gather  by  its  local  lines  more  than  its  percentage  it  shall  pay  to  the  other 
three-fourths  of  the  local  charge,  i.  e.,  15  cents  on  each  barrel  of  such  surplus. 
In  accordance  with  the  customary  method  of  pcx>ling,  there  is  a  certain  implica- 
tion, although  not  conclusive,  that  the  actual  cost  of  piping  is  5  cents,  the  profits 
from  the  sui-plus  charge  above  actual  cost  being  paid  over  to  equalize  the  traffic. 
(734. ) 

Mr.  Rogers,  president  of  the  National  Tran-sit  Company,  believes  that  the  pipe- 
line charges  of  the  company,  20  cents  per  barrel,  are  reasonable,  although  they 
have  not  been  lowered  for  twenty  years.  The  company  undertakes  tc  lay  pipe 
lines  without  extra  charge  to  new  wells,  even  though  15  or  25  miles  distant,  if 
there  is  a  reasonable  prospect  of  considerable  production.  Such  laying  of  pipes 
involves  considerable  risk,  since  the  production  may  prove  slight  or  may  decline. 
Although  the  company  takes  up  the  pipe  lines  which  are  no  longer  needed  and 
uses  the  material  elsewhere,  this  involves  very  considerable  expense.  The  witness 
does  not  believe  that  the  indet)endent  pipe  lines,  which  make  a  lower  pipage  charge, 
are  prepared  to  furnish  facilities  wherever  demanded;  their  systems  are  confined 
to  narrow  fields. 

The  practice  of  charging  the  same  price  to  all  producers  is,  on  the  whole,  fair, 
in  view  of  the  constant  change  of  conditions  regarding  each  well. 

The  witness  does  not  know  the  actual  cost  of  gathering  oil  or  the  profits  of  the 
National  Transit  Company.  The  charge  for  carrying  oil  to  the  seaboard  is  45 
cents  per  barrel,  and  the  witness  does  not  think  that  anybody  knows  what  the 
actual  cost  is. 

The  cost  of  pipage  in  any  case  does  not  affefct  the  producers,  but  comes  from  the 
purchasers  of  oil.  The  receipts  given  by  the  pipe  lines  apply  to  oil  received  at 
the  wells,  and  are  immediately  merchantable.     (581, 588, 589. ) 

On  being  questioned  as  to  the  reason  why  no  further  reduction  in  pipage  charge 
had  been  made,  Mr.  Archbold  testified  that  the  cost  of  laving  pipes  had  been 
sometimes  more  and  sometimes  less  than  before,  and  that  the  long  distances  for 
which  pipes  have  fretjuently  been  laid  to  reach  new  fields  have  involved  heavy 
outlay.     (553.) 

O.  Bdbates  and  discriminatioiu  by  pipe  lines. — Mr.  Boyle  submitted  a  series  of  letters 
between  Mr.  R.  P.  Crawford  and  Mr.  H.  McSweeney,  and  also  a  letter  from  Mr. 
S.  C.  T.  Dodd,  solicitor  of  the  Standard  Oil  Company,  all  these  letters  bearing  dates 
during  1884,  referring  to  the  matter  of  rebates  granted  by  the  pipe  lines  during  the 
seventies.  In  his  letter  Mr.  Dodd  stat(*s  that  about  1879  Mr.  Crawford  and  others 
broujEcht  suit  against  the  United  Pip(»  Lines,  a  Standard  organization,  asking  for 
forfeiture  of  its  charter  on  thegi'ound  that  it  had  made  discriminations  in  pipage 
charges  between  different  individuals.  Criminal  suits  on  the  same  grouna  were 
brought  at  the  same  time.  Mr.  Dodd  found  that,  so  far  as  any  discrimination  had 
existed,  it  was  due  to  contracts  for  special  rates  which  had  been  inherited  from 


STANDARD  OIL.  COMBINATIONS: INDEPENDENT  COMPANIES.  107 

pipe  lines  absorbed  into  the  United  Pipe  Line  Company,  among  which  was  one 
Detween  Mr.  Crawford,  for  the  Bear  Creek  Oil  Company,  and  the  Mntnal  Pipe 
Line  Company.  Such  discriminations  were  believed  by  Mr.  Dodd  to  be  against 
pnblic  policy  and  he  ordered  them  discontinued.  The  letters  from  Mr.  Crawford 
to  Mr.  McSweeney  demand  the  pa3rment  of  5  cents  per  barrel  upon  all  oil  received 
from  certain  weUs  between  1879  and  1884  on  the  ground  of  this  previous  contract 
with  the  Mutual  Pipe  Line  Com^ny  for  a  15-cent  rate  of  pipage.  The  demand 
was  finally  refused  bv  Mr.  McSweeney  in  view  of  the  information  furnished  by 
Mr.  Dodd  in  his  letter"     (476-479. ) 

H.  Immediate  ihipmeiit — Mr.  Boyi.e  states  that  there  has  hcen  considerable  con- 
fusion in  the  public  mind  in  regard  to  the  meaning  of  the  phrase  **  immediate 
shipment''  in  connection  with  oil.  This  practice  was  first  resorted  to  in  1872,  but 
was  most  prominent  during  the  excessive  production  in  the  Bradford  field.  At  this 
time  it  was  impossible  for  the  pipe  line  companies  to  furnish  tankage  with  suffi- 
cient rapidity,  and  it  became  the  custom  to  take  oil  for  immediate  shipment,  so 
that  purchasers  might  come  into  the  market  owning  tankage  and  having  cars  to 
ship  oil  and  purchase  oil  at  a  lower  price  than  prevailed  on  the  regular  markets. 
(482.) 

in.  utoependbnt  pipb  linbs  and  other  oroanizations. 

A  Histoty  of  orgaiiisatioii& — ^Much  testimony  was  given  concerning  the  various 
organizati(ms  rec^ently  formed  by  the  independent  oil  producers  and  refiners,  their 
relations  to  one  another  and  to  the  Standard  Oil  Company. 

According  to  Mr.  Boyle,  these  movements  grew  out  of  the  earlier  Producers' 
Protective  Association,  which  during  1887  and  1888  had  formed  an  agreement 
among  producers  and  between  them  and  the  Standard  Oil  Company  for  restrict- 
ing production.  He  states  that  this  organization  first  attempted  to  build  an  inde- 
pendent refinery,  but  impractical  men  were  put  in  charge  and  it  failed. 

The  first  pipe  line  company  to  be  organized  was  the  Producers'  Oil  Company, 
Limited,  which  built  a  pipe  fine  from  the  refineries  in  Titusville  and  Oil  City  to 
the  new  McDonald  oil  field.  The  next  company  to  be  form(*d  was  the  Producers 
and  Refiners'  Oil  Company,  which  brought  in  the  indei)endent  refiners  to  assist 
in  the  movement.  According  to  Mr.  R)yle  this  new  company,  capitalized  at 
$250,000,  practically  took  over  the  property  of  the  Producers'  Oil  Company,  capi- 
talized at  $800,000.  It  appears  from  other  witnesses  also  that  these  two  com- 
panies are  substantially  laentical,  although  maintaining  separate  organizations. 

The  United  States  Pipe  Line  Company  was  the  next  to  Iw*  organized,  the  pur- 
pose being  the  transportation  of  botn  refined  and  cnide  oil  to  the  seaboard.  The 
last  company  formed  was  the  Pure  Oil  Company,  organized  in  June,  1895.  Mr. 
Boyle  declares  that  previous  to  the  formation  of  this  company  an  attempt  had 
been  made  to  combine  the  other  independent  organizations,  which  was  che<"Ked  by 
suit  of  some  of  their  stockholders.  One  of  the  chief  purposes  of  the  new  company 
was  to  secure  control  of  the  other  two  companies.  It  was  organized  as  a  New 
Jersey  corporation  in  1897,  with  an  authorized  capital  of  $1,000,000,  of  which  about 
$377,000  has  been  paid  in.     (4G2.464. ) 

The  testimony  of  Mr.  Boyle  concerning  the  organization  of  the  Pure  Oil  Com- 
pany and  its  purpose  of  securing  c(mtrol  of  the  stock  of  the  other  indei)endent 
companies  is  confirmed  in  most  particulars  by  Mr.  Lee,  and  esjwcially  by  Mr. 
Phillips,  who  said  that  the  four  independent  organizations  are  practically  con- 
trolled by  the  same  individuals.  The  persons  wno  took  stock  in  the  first  com- 
pany were  also  stockholders  in  the  others.  The  purpose  of  the  organization  of 
the  Pure  Oil  Companv  is  largely  to  prevent  the  Standard  Oil  Company  from  secur- 
ing control  of  any  of  the  other  independent  organizations,  as  it  has  repeatedly 
attempted  to  do.  It  is  expected  that  ultimately  a  majority  of  the  stock  of  each  of 
the  other  companies  will  be  held  by  the  Pure  Oil  (Companv.  It  has  been  proposed 
to  increase  the  capital  of  the  company  to  $10,000,000.  The  Pure  Oil  Company  is 
also  engaged  in  marketing  refined  oil,  and  has  been  sjiecially  successful  m  Ger- 
many.    (Lee.  261;  Phillips,  596.) 

B.  Charaeter  of  independent  organisations — Voting  tnut. — There  was  considerable  con- 
troversy between  the  witnesses  defending  the  Standard  Oil  Company  and  those 
opposing  it  as  to  the  precise  character  of  the  Pure  Oil  Company.  Mr.  Boyle  and 
Mr.  Arcnbold  declared  that  it  was  a  trust  of  the  closest  iK)KHible  kind,  basing  this 
statement  both  upon  the  fact  that  it  was  seeking  to  combine  other  (H)n)oration8, 
and  especially  upon  the  fact  that  its  stock  has  been  i)ut  in  control  of  a  voting 
trust. 

1.  Text  of  agreement  of  Pure  Oil  Company, — Mr.  Boyle  and  Mr.  Archbold  each 
cited  in  full  the  former  voting-trust  agreement  of  the  Pure  Oil  Company.    Mr. 
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Lee  later  famished  the  commission  with  a  copy  of  the  present  voting  trust  ag^ree- 
ment,  which  contains  some  important  changes  from  the  earlier  one.  (464-466, 
508-513. ) 

This  CMp*eement  states  that  the  pnrpose  of  its  formation  is  to  prevent  at  all 
times  a  diversion  of  the  resources  and  business  of  the  Pure  Oil  Company  from 
their  intended  use  and  courses,  in  opposition  to  monopoly  in  the  business,  and  to 
permanently  protect  and  maintain  what  are  known  as  the  independent  interests 
m  the  petroleum  industi'y.  The  holders  of  16,000  shares,  being  more  than  a 
majority,  vest  the  voting  power  of  such  shares  in  15  persons  for  20  years,  and  it 
is  agreed  that  one-half  of  all  shares  hereafter  subscribed  shall  similarly  be  trans- 
ferred to  the  trustees.  The  ownership  of  the  shares  may  be  transferred,  but  this 
shall  not  give  to  purchasers  any  right  other  than  provided  in  the  trust  agree- 
ment. The  trustees  are  to  vote  for  tiie  election  of  all  directors  to  the  full  number 
of  shares  so  held,  as  a  unit.  In  case  of  difference  of  opinion  among  the  trustees  a 
four-fifths  vote  of  the  shares  held  in  trust  shall  decide  the  matter.  One-third  of 
the  trustees  retire  annually  and  their  successors  are  elected  by  the  general  stock- 
holders. Any  trustee  may  be  summarily  removed  by  three-fifths  of  the  trustees 
together  with  three-fifths  of  the  shareholders  in  trust.  By  similar  vote,  but  in  no 
other  way,  the  trust  agreement  may  be  modified. 

2.  Rid^  of  Pure  Ou  Company, — Mr.  Boyle  also  submitted  the  by-laws  and 
regulations  of  the  Pure  Oil  Company.  The  following  quotations  will  give  a 
clearer  idea  of  the  precise  nature  of  this  organization.  They  show  clearly  the 
purpose  of  the  Pure  Oil  Company  to  acquire  control  of  other  corporations,  and 
to  prevent  the  stocks  of  such  corporations  from  falling  under  the  control  of  out- 
side interests. 

'^1.  The  business  of  the  company  shall  be  the  producing,  purchasing,  trans- 
porting, storing,  and  selling  of  crude  petroleum  and  its  products,  and  aiding  other 
companies  and  parties  in  the  produ'^tion,  transportation,  storage,  manufacturing, 
and  sale  of  the  same.  The  corporation  may  acquire,  hold,  manage,  and  dispose 
of  any  stocks,  shares,  bonds,  and  other  interests  in  or  issued  by  any  corporation, 
joint  stock  company,  or  limited  partnership  associatiim  engaged  in,  or  aiding,  or 
promoting  the  producing,  transporting,  storing,  refining,  and  selling  of  crude 
petroleum  or  its  products,  or  in  any  business  incident  thereto." 

"  5.  Interests  of  the  company  will  be  represented  by  shares  which  may  be  divided 
into  classes,  including  preferred,  common,  and  deferred  shares,  to  be  issued,  held, 
and  transferred,  subject  to  the  by-laws  and  regulations  of  the  company.*' 

"  6.  A  majority  of  all  the  shares  of  the  company  shall  be  held  in  a  permanent 
trust  approved  by  all  the  shareholders,  to  secure  tne  control  of  the  company  and 
the  faithful  maintenance  of  the  policy  agreed  on  for  conducting  the  business  of 
the  company  in  the  interest  and  for  the  protection  of  all  concerned  in  its  affairs. 
The  shares  so  held  shall  be  designated  as  trust  shares." 

''  8.  No  preferred  stock  shall  be  issued  except  as  cash  to  the  extent  of  one  hun- 
dred dollars  for  each  share  of  such  stock  issued  shall  be  paid  into  the  treasury  of 
the  company  to  the  credit  of  capital,  or  of  surplus,  or  of  the  guaranty  and  redemp- 
tion fund,  to  be  created  as  prescribed  in  section  13  hereof,  as  may  be  deemed 
advisable." 

"9.  The  deferred  shares  of  the  comx>any  may  be  issued  for  cash,  investment 
securities,  property,  services,  payment  of  expenses,  making  disbursements  of  any 
kind,  and  in  exchange  for  shares  of  other  classes  issued  by  the  company  at  the 
discretion  of  the  directors,  with  the  written  consent  of  the  owners  of  a  majority 
of  the  shares  of  the  company  at  the  time  outstanding. 

*'  10.  The  holders  of  nref  erred  stock  shall  be  entitled  to  receive  cumulative  divi- 
dends thereon  of  one  dollar  and  a  half  per  share  (quarterly,  in  full,  before  any 
dividend  shall  be  payable  on  the  common  stock." 

'*  12.  The  guaranty  and  redemption  fund  shall  be  applicable  to  the  general  uses 
of  the  (!()iupany,but  may  be  applied  to  buying  shares  of  all  classes,  in  the  order  of 
their  priority  or  right  to  dividend,  as  stipulated,  at  the  lowest  rates  at  which  any 
shares  of  the  same  class  can  be  bought,  not  over  one  hundred  and  ten  dollars  per 
share,  on  demand  of  the  several  owners  and  holders  of  shares,  respectively,  made 
within  a  prescribed  time  after  the  payment  of  dividends." 

*'  13.  *  *  *  The  shares  of  any  class  so  purchased  may.  when  authorized  by 
the  owners  of  a  majority  of  all  the  shares  of  the  company,  be  resold  at  any  time, 
at  the  discretion  of  the  directors,  at  any  price  not  less  than  that  at  which  they 
were  severally  purchased;  or  they  may  be  retired  from  the  classes  to  which  they 
belong,  and  be  placed  in  the  treasury  of  the  company,  to  be  held,  reissued,  and 
sold  for  its  use  and  benefit,  subject  to  such  conditions  as  the  directors  may  pre- 
scribe, iu  accordance  with  the  regulations  of  the  company." 
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'^  15.  The  owners  of  a  majority  of  the  troBt  shares,  acting  together,  shall  have 
the  right  to  convey  to  the  company,  absolutely  or  in  tmst.  permanently  or  tem- 
porarily, and  snbject  to  snch  conditions  as  may  be  stipulated  in  such  transfer, 
anv  securities  regularly  yielding  net  income,  provided  that  the  receiving  and 
holding  of  such  securities  shall  not  subject  tne  company  to  any  prejudice,  or 
embarrassment,  or  legal  liability  to  pay  any  money  on  account  thereof;  and  no 
such  temporary  transfer  in  trust  shall  be  terminable  until  the  well-established 
net  income  of  the  company  from  its  regular  business  and  other  sources  of  per- 
manent revenue  shall  be  equal  to  the  maximum  amount  to  which  it  may  be  raised 
by  such  temporary  transfer  in  trust."    (466-470. ) 

3.  *■  TVtwff  "  character  of  Pure  OU  Company. — On  the  basis  of  this  voting  trust 
agreement  Mr.  Boyle  and  Mr.  Archbold  declare  that  the  organization  of  the 
Stand£u*d  Oil  Company  was  fully  as  justifiable  in  its  nature  as  that  of  the  Pure 
Oil  Company,  ana  that  the  latter  is  as  much  a  trust  as  the  former  ever  was. 
Mr.  Boyle  esx)ecially  emphasizes  the  clause  seeking  to  make  the  voting  trust,  as 
he  states,  perpetual,  by  providing  that  it  may  be  dissolved  only  by  the  winding  up 
of  the  Pure  Oil  Company,  or  by  the  consent  of  the  equitable  owners  of  four-fifths 
of  the  shares  held  in  trust,  together  with  four-fifths  of  all  other  shares  of  the  com- 
pany, after  providing  for  the  redemption  of  all  preferred  and  common  shares  of 
the  company  t^en  outstanding  at  $110  per  share.  It  is  to  be  noticed,  however, 
that  this  clause  is  modified  by  the  new  voting-trust  agreement,  which  provides 
that  the  trust  may  be  canceled  by  a  vote  of  tbj*ee-fif  ths  of  both  classes  of  share- 
holders, on  the  redemption  of  the  preferred  shares  only,  at  $1 10  per  share.  More- 
over the  charter  of  the  company  itself  expires  in  46  years.  (Boyle,  443-463;  Arch- 
bold,  507.) 

4.  Dental  of  "  trust "  chara^cter, — ^Mr.  Phillips  and  Mr.  Emery  are  exceedingly 
emphatic  in  denying  that  the  Pure  Oil  Company  is  a  trust  in  any  such  sense  as  the 
Standard  Oil  Company  is.  The  sole  duty  of  the  trustees,  as  holders  of  a  majority 
of  the  shares,  is  to  vote  along  with  other  stockholders  in  electing  directors.  The 
directors  manage  the  affairs  of  the  company.  The  large  number  of  the  trustees, 
15,  is  due  to  a  desire  to  make  the  body  representative  of  the  interests  of  the  oil 
country. 

The  formation  of  the  voting  tmst  was  rendered  absolutely  necessary  by  the 
attempt  of  the  Standard  Oil  Company,  through  the  National  Transit  Company, 
to  secure  control  of  the  Producers'  Oil  Company  and  the  United  States  Pipe  Line 
Company,  through  the  purchase  of  shares — a  transaction  which  Mr.  Phillips 
describes  fully. 

The  Pure  Oil  Company  was  not  organized  for  the  purpose  of  securing  a  monop- 
oly, as  the  Standard  Oil  Company  was,  but  to  prevent  a  monopoly  and  to  preserve 
competition  in  the  petroleum  industry.  It  is  not  the  purx)ose  of  the  Pure  Oil 
Company  to  get  control  of  any  other  person's  business  or  to  absorb  its  compet- 
itors, but  merely  to  put  the  business  of  its  own  constituents  in  such  a  form  as  to 
prevent  its  destruction.  The  company  and  its  members  desire  only  a  fair  iiortion 
of  the  oil  business,  not  the  whole  of  it.  If  it  were  possible  for  this  company  to 
obtain  a  monox)oly  of  the  entire  market,  Mr.  Phillips  would  not  desire  to  l>e  con- 
nected with  it;  the  resx)onsibility  would  be  too  great.  Although  the  Standard 
Oil  Company  does  not  control  the  entire  industry,  yet  its  control  over  80  per  cent 
of  it  is  suf&cient  to  constitute  a  monopoly  and  to  enable  it  to  fix  prices.  The 
Pure  Oil  Company,  on  the  other  hand,  has  none  of  the  characteristics  of  a  trust 
in  the  sense  of  an  industrial  combination  or  monopoly,  as  defined  in  statutes, 
dictionaries,  and  common  thought.  (Phillips,  589-591,595-598,600;  Emery,  657, 
658.) 

Mr.  Emery  added  also  that  the  index)endents  feared  that  when  the  voting  trust 
of  the  United  States  Pii)e  Line  ejroires,  as  it  will  in  a  short  time,  the  Standard 
Oil  Company  will  secure  control  of  still  more  of  its  stock  and  attempt  to  control 
it.  l^is  is  one  of  the  motives  for  the  organization  of  the  Pure  Oil  (Company,  and 
the  attempt  to  secure  control  through  it  of  the  stock  of  the  other  independent 
corporations.  It  has  not  yet,  however,  been  decided  finally  that  the  Pure  Oil 
Omipany  shall  consolidate  the  others,  but  it  is  being  seriously  discussed.  (657, 
659.) 

5.  Voting  trust  of  United  States  Pipe  Line  Company, — Mr.  Archbold  also  cited 
in  full  the  voting-trust  agreement  of  the  United  States  Pipe  Line  Company.  This 
agrecnnent  states  that  the  voting  trust  is  created  in  view  of  the  fact  that  the  com- 
pany is  organized  by  xiersons  each  interested  pecuniarily  in  the  oil  business,  and 
for  the  purpose  of  securing  and  furnishing  to  each  an  independent  outlet  for  his 
products,  both  crude  and  refined,  not  controlled  or  influenced  by  others  hostile  to 
their  respective  business  interests.    In  order  to  keep  the  control  of  the  stocks  of  the 
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company  in  handH  friendly  to  the  independent  int^reste,  the  signers  of  the  agree- 
ment vest  their  respective  interests  in  the  stot-iks  of  the  company  in  A.  D.  w  cod 
as  trustee  for  the  period  of  5  years  from  April  1, 1893,  unless  sooner  terminated 
by  a  vote  of  three-fourths  of  the  stocks  so  held  in  trust.  No  sales  of  stocks  so 
held  in  trust  shall  be  made  by  the  equitable  owner  thereof  during  the  continu- 
ance of  the  trust.  The  trustee  has  the  full  power  to  elect  officers,  but  is  bound 
to  vote  for  persons  interested  in  the  business  of  refining,  producing,  and  exporting 
oil,  and  to  fulfill  the  general  purpose  of  the  contract.     (507  508.) 

Mr.  Emery  replies  to  this  that  the  voting-trust  arrangement  of  this  company 
also  was  rendered  necessary  by  the  attempts  of  the  Standard  Oil  Company  to 
control  it.     (056.) 

C.  Attempts  of  Standard  to  control  independont  pipe  lines. — Mr.  Lee,  Mr.  F^illips, 
Mr.  Emery,  and  otliers  testify  that  the  Standard  Oil  Company  has  made  attempts 
to  secure  control  of  all  of  the  indei)endent  pipe  lines  and  organizations  and  of 
the  Pure  Oil  Company  by  purchasing  their  stock.  Through  the  National  Transit 
Company  it  secured  a  large  proportion  of  the  shares  of  the  Producers'  Oil  Com- 
pany, Limited,  and  placed  them  in  the  name  of  John  J.  Carter.  He  brought  suit 
to  secure  a  right  to  a  voice  in  the  organization,  but  since  it  was  a  limited  partner- 
ship, the  courts  upheld  the  rights  of  the  company  tt)  deny  him  admission.  The 
Standard  Oil  Company  purchased,  through  the  National  Transit  Company, 
$383,000  of  the  capital  stock  of  the  United  States  Pipe  Line  Company,  and  has 
successfully  brought  suit  to  secure  the  right  to  vote  this  stock.     (Lee,  270.) 

Mr.  Davis,  who  speaks  from  information  rather  than  from  jiersonal  knowledge, 
gives  essentially  the  same  facts. 

He  adds  that  the  Standard  Oil  Company  has  bought  up  a  considerable  number 
of  oil  wells  along  the  indeiwndent  pii>e  line  of  the  Producers  and  Refiners'  Oil 
Company,  forcing  it  to  lay  longer  pipe  lines  to  other  wells.  The  Standard  paid 
high  prices  for  these  wells.     (380, 382. ) 

Mr.  Archbold  admits  these  purchases  of  stock  in  the  Producers'  Oil  Company 
and  in  the  United  States  Pipe  Line.  They  were  made  as  an  investment,  ''and 
with  a  view  to  having  such  knowledge  as  we  could  have  rightfully  through  such 
ownershii) — as  we  should  acquire  in  the  progress  of  the  affair."  The  proportion 
held  by  the  Standard  Oil  Company  was  actually  less  than  one-half  in  each  case. 
The  company  was  so  opposed  m  the  exercise  of  its  ownership  in  the  Producers' 
Oil  Company  that  it  sold  out  to  Mr.  Carter.  This  sale  was  in  good  faith  and  the 
Standard  had  no  control  over  the  stock  after  the  transfer.  At  one  time  Mr.  Carter 
did  own  more  than  a  majority  of  the  stock,  but  under  the  Pennsylvania  law, 
which  the  witness  considers  *'a  very  queer  one,"  the  courts  held  that  he  could 
have  no  voice  in  the  company,  whicn  was  a  limited  partnership,  without  its 
consent. 

The  courts  have  upheld  the  ownership  of  the  Standard  Oil  Company  in  the 
United  States  Pipe  Line,  and  it  is  recognized  on  the  board  of  directors.  It  has 
never  done  anything  to  injure  the  business  of  that  company,  and  **  if  that  iniqui- 
tous voting  trust  is  ever  dissolved  the  shareholders  will  awake  to  a  feeling  tnat 
somebody  else  than  those  who  have  managed  it  could  do  something  for  it."  (577, 
578.) 

Mr.  Rogers  confirms  the  testimony  of  Mr.  Archbold  generally  on  this  subject, 
although  he  is  uncertain  as  to  the  proportion  of  the  stock  of  the  Pi'oducers'  Oil 
Company  held  by  the  Standard  ana  by  Mr.  Carter.  He  does  not  know  whether 
Mr.  Carter  was  furnished  the  money  to  buy  this  stock  by  a  trust  company  in  New 
York  to  which  he  was  introduced  bv  the  Standard  Oil  Company,  although  it  is 
possible.     (584,585.) 

Mr.  Phillips's  description  of  the  purchases  of  stock  in  the  independent  pipe 
lines  by  the  National  Transit  Company  differs  from  that  of  Mr.  Archbold  in  cer- 
tain details.  As  high  as  220  was  paid  for  stoc^k  in  the  Producers'  Oil  Company, 
although  it  was  then  earning  no  profits.  In  March,  1894,  before  the  time  when 
tlie  Standard  claims  to  have  sold  its  stock  to  Mr.  Carter,  it  turned  over  the  stock 
to  him  temporarily,  and  he  attempted  to  vote  it  at  an  important  meeting.  On 
January  16, 1896,  he  claimed  that  he  bought  this  stock  from  the  National  Transit 
Company.  On  the  trial  of  the  suit  by  which  he  attempted  to  secure  admission  to 
the  company  it  was  proved  that  he  hacl  borrowed  the  $^^00,000  for  the  purpose  fi'om 
a  trust  company  in  New  York ;  and  when  questioned  Mr.  Archbold  and  other 
agents  of  the  Standard  Oil  Company  declined  to  answer  regarding  the  ownership 
oi  that  money.     (590.) 

Mr.  Phillii'S  testifies  that  the  amount  of  the  stock  of  the  United  States  Pipe 
Line  Company  secured  by  the  National  Transit  Company  was  $383,000  out  of  a  total 
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of  $1,190,000.  When  salt  was  brought  to  secure  the  right  of  attending  the  meet- 
ings of  the  comi)any  and  of  voting  the  stock,  which  had  been  refused  by  unanimous 
Fote  of  the  other  stockholders,  me  lower  court  decided  in  favor  of  the  National 
Transit  Company.  The  suit  was  never  tried  on  its  merits  in  the  supreme  court 
of  Pennsylvania,  but  the  appeal  was  quashed  on  a  technicality.  The  Standard 
Oil  Company  takes  advantage  of  its  one  director  upon  the  board  of  the  United 
States  Pipe  Line  Company  to  secure  information  and  to  injure  that  company. 
This  testimony  is  confirmed  by  Mr.  Emery  (p.  656) . 

Regarding  a  letter  submitted  to  the  commission  declaring  that,  through  its 
ownership  of  stock  in  the  independent  companies,  the  Standard  Oil  Company  had 
brought  them  into  virtual  harmony  with  itself,  Mr.  Phillips  denied  the  charge 
entirely.     (590,  595,  596.) 

D.  Propontioiis  for  oo]nliiiuttio&  with  Standard. — i.  Facta  or  to  such  propositions,— In 
connection  with  the  attempts  of  the  Standard  Oil  Company  to  get  control  of  the 
present  independent  interests,  Mr.  Archbold  testifies  that  approaches  with  a  view 
to  combination  with  the  Standard  have  been  made  from  the  side  of  the  independ- 
ents. Nearly  every  prominent  independent,  including  Mr.  Lee.  Mr.  Phillips, 
Mr.  King,  and  others,  has  made  some  proposition  or  advance  looking  toward  a 
combination  of  interests,  but  the  Standard  Oil  Company  has  declined,  believing 
such  combination  to  be  illegal,  and  lacking  faith  in  the  men  proposing  it.  Mr. 
Archbold  denies  specifically  that  the  Standard  ever  sent  an  agent  to  propose  a 
combination.  On  being  questioned  as  to  whether  such  advances  on  the  part  of 
the  independents  were  not  forced  up(m  them  by  the  fact  that  the  Standard  had 
secured  control  of  a  large  part  of  the  stock  of  their  pipe-line  companies,  as  well 
as  by  the  crippling  of  their  business  in  Germany,  Mr.  Archbold  states  that  he 
beheves  that  these  matters  had  nothing  to  do  with  the  proposition.  He  says 
that  the  proposition  was  simply  for  a  division  of  business,  so  that  each  interest 
should  have  a  share  of  the  market ;  not  for  sale  to  the  Standard  Oil  Company. 
(530,531,548.) 

Mr.  Philljps  replies  to  these  statements  of  Mr.  Archbold  that  it  is  true  that 
3  or  4  years  ago  he  himself  and  certain  others  did  call  upon  the  officers  of  the 
Standard  Oil  Company.  This  was  after  the  Standard  had  bought  up  a  num- 
her  of  the  independent  refineries  connected  with  the  independent  pipe  lines,  and 
also  large  amounts  of  the  stock  of  the  independent  pipe  lines.  The  Standard 
also  was  making  every  possible  effort  to  prevent  the  independents  from  market- 
ing oil  in  Germany,  ana  had  bought  out  Mr.  Poth,  who  had  been  acting  for  the 
independents  there.  The  independents  sought  simply  to  obtain  cessation  of  hos- 
tilities. In  lieu  thereof  the  Standard  Oil  Company  proposed  to  buy  the  pipe- 
line system,  and  when  this  was  refused  one  of  its  om(;ers  proposed  to  buy  the 
producing  territory  of  these  independents,  which  was  also  refused.  There  have 
been  no  recent  overtures  by  the  independents  to  the  Standard  Oil  Company. 

Mr.  Phillips  states  further  that  the  Standard  Oil  Company  has  frequently  souj^ht 
to  secure  the  moral  support  of  independent  refiners  and  producers,  or  to  with- 
draw them  from  opposition,  by  buying  their  property  and  otherwise.  The 
Standard  Oil  Company  once  bought  from  Mr.  Phillips  a  large  amount  of  oil  lands 
and  attempted  to  influence  him  at  the  same  time  to  consent  to  cease  all  opposi- 
tion to  that  company.  Certain  of  the  refiners  who  have  been  bought  out  have 
heen  given  jxjsitions  in  connection  with  the  Standard  Oil  Company.     (593,594.) 

Mr.  Ehert  also  testifies  that  there  has  been  no  proposition  on  the  part  of  the 
independent  pipe  lines  to  combine  with  the  Standard  Oil  Company.  At  the  time 
when  he  was  president  of  the  United  States  Pipe  Line  Company  a  resolution  was 
passed  for  the  appointment  of  a  committee  to  confer  w^ith  the  Standard  Oil  Com- 
pany to  ascertain  if  some  arrangement  could  not  be  made  by  which  it  would  per- 
mit that  pipe  line  to  be  laid  under  the  railroads.  The  resolution  did  not  ^ve  any 
authority  to  discuss  the  sale  of  any  portion  of  the  property,  and  the  witness  is 
sure  that  the  committee  made  no  such  projwsitions.     (659.) 

As  to  opposition  to  crossing  of  railways,  etc.,  see  above,  pp.  103,104. 

2.  Reasons  for  refusing  to  combine  vnth  Standard. — Mr.  Lee  testifies  that  a 
Pennsylvania  law  formerly  prohibited  the  consolidation  of  competing  i>ipe  lines, 
hut  the  Standard  Oil  Company  secured  its  repeal  in  1895.  The  independent  local 
and  seaboard  pijw  line  could  sell  out  at  a  high  valuation  to  the  Standard  Oil  Com- 
pany, but  they  are  largely  owned  by  the  proaucers  of  crude  petroleum,  who  believe 
that  the  price  of  their  product  is  increased  by  the  competition  of  these  pipe  lines 
and  of  the  independent  refiners  who  secure  their  oil  from  them.  The  owners  of 
from  40  to  50  per  cent,  probably,  of  the  crude  production  are  shareholders  in  these 
pipelines.     (298.) 
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Mr.  Phillips  dec'lares  that  the  producers  of  cmde  oil  who  are  interested  in  the 
independent  pipe  lines  feel  that  they  can  not  afford  to  allow  the  stock  to  pass  into 
the  hands  of  the  Standard  Oil  Company  at  any  price.  He  is  nnable  to  state  the 
value  of  their  stocks,  but  since  the  Pure  Oil  Company  has  succeeded  in  getting  a 
fair  market  in  Germany,  he  considers  them  very  valuable,  especially  for  the  rea- 
sons already  cited. 

Mr.  Phillips  further  states  that  the  producers  of  crude  oil  are  undoubtedly 
receiving  much  higher  prices,  probably  25  cents  yer  barrel,  on  account  of  the  com- 
petition of  the  indei)enaent  lines  with  the  Standard  in  purchasing  oil.  During  the 
time  when  the  Standard  was  cutting  prices  most  severely  against  the  independent 
refiners  the  independent  pipe  lines  reduced  their  charges,  the  producers  making 
the  sacrifice  for  the  benefit  of  the  refiners.  The  indei)endent  line  has,  however, 
never  paid  producers  less  that  the  Standard  was  paying,  and  has  frequently  taken 
the  initiative  in  advancing  prices  from  1  to  5  cents  i)er  barrel. 

There  is  no  doubt,  also,  that  the  independent  refiners  are  much  better  off  because 
of  these  pipe  lines;  in  fact,  without  them  none  would  be  in  existence  to-day.  The 
producers  and  refiners  have  united  for  mutual  protection.     (590,  598,  599.) 

E.  EffiBotB  of  independent  movements  on  prodnoen  and  reflnen. — The  reasons  just  stated 
by  the  defenders  of  the  independent  pipe-line  organizations  for  their  refusal  to 
sell  to  the  Standard  Oil  Company  point  out  the  beneficial  effect  of  these  pipe 
lines  upon  producers  and  refiners. 

This  oeneficial  effect  is  denied  by  Mr.  Boyle.  He  believes  on  the  whole  that 
these  independent  lines  have  been  wasteful.  They  have  not  paid  dividends,  save 
a  single  dividend  of  5  per  cent  by  the  United  States  Pipe  Line  at  a  time  when 
it  had  no  fixed  charges  for  indebtedness;  so  that  the  capital  invested  in  them  has 
been  to  that  extent  a  burden  on  the  oil  industry.  The  Producers'  Pipe  Line  has 
not  sufficient  capital  back  of  it  to  enable  it  to  handle  large  quantities  of  oil  with 
the  rapidity  ana  certainty  with  which  the  Standard  Oil  Company  can  do  so.  Thus 
the  first  pii>e  line  built  by  the  independent  organization  into  the  McDonald  field 
in  1891  reached  only  a  few  wells  on  the  outskirts  of  that  field,  while  the  National 
Transit  Company,  controlled  by  the  Standard  Oil  Company,  was  forced  to  build 
new  tanks  and  lay  pipes  with  enormous  rapidity  to  keep  pace  with  the  exceed- 
ingly rapid  development  of  that  field.  On  the  whole,  apparently,  the  producers, 
so  far  as  they  are  actually  reached  by  the  independent  pix)e  lines,  have,  in  Mr. 
Boyle's  judgment,  profited  somewhat  by  the  higher  prices  for  oil.  The  independ- 
ent pipe  lines  pay  from  1  to  9  cents  per  barrel  more  than  the  Standard  Oil  agency, 
so  that  the  real  charge  for  pipage,  which  is  nominally  15  cents  per  barrel,  may 
fall  to  6  cents  as  compared  with  the  20  cents  charged  by  the  Standard  Oil  Com- 
pany. But  what  is  thus  gained  by  the  producers  is  lost  by  them  in  the  failure  to 
receive  dividends  from  their  investments  in  the  pipe  lines. 

The  independent  pipe  lines  have  not  had  the  effect  of  reducing  the  price  of 
refined  oil,  nor  have  they  in  any  way  benefited  consumers.  They  have  enabled 
independent  refiners  to  make  money  much  faster  than  ever  before. 

Mr.  Boyle  does  not  consider  that  the  transportation  of  refined  oil  by  means  of  a 
pipe  line  is  an  achievement  of  any  particular  signoificance.     (441-445,  474.) 

IV.  METHODS    OF   ATTACSIINO   COMPETINO  RSFINERTBS    AND 

DEALERS. 

A  Bpeoial  oats  in  partloiilar  placet. — 7.  Evidence  of  opponents  of  combination. — 
Several  witnesses  make  the  broad  statement  that  it  is  the  practice  of  the  Standard 
Oil  Company  to  attack  its  competitors  by  making  special  reductions  in  prices  in 
the  places  where  they  seek  to  do  business,  while  maintaining  prices  at  higher  rates 
at  noncompetitive  points,  and  also  by  special  cuts  to  individual  customers.  These 
witnesses  testify  that  the  Standard  Oil  Company  often  secures  full  information  as 
to  shipments  by  its  competitors  and  as  to  the  persons  who  are  their  customers, 
and  use  this  information  to  drive  them  out  of  business.  Where  a  dealer  pur- 
chases oil  from  independent  refineries,  the  Standard  Oil  Company  sometimes 
establishes  competing  dealers  or  threatens  to  do  so.  (Lee.  277:  Lock  wood  401 
402;  MONNETT,  317.)  ' 

Many  specific  statements  on  this  subject  were  made  by  the  different  witnesses, 
a  summary  of  which  follows: 
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Mr.  MoNNETT,  attorney-general  of  Ohio,  submitted  the  following  list  of  prices 
at  competing  and  noncompeting  points  in  the  State  of  Michigan  (317): 


Name  of  town  and  State. 


Detroit,  Mich . 

Adnan,Mich 

A  DD  Arbor.  Mich 

Clifford,  Mich 

Howell^ich 

Grand  Rapids,  Mich  . 

Monroe,  Mich 

Kalamazoo,  Mich 

Bay  City,  Mich 

Lansing,  Mich 

Coldwater,  Mich 

Jackson,  Mich 

Saginaw,  Mich 

Mount  Clement,  Mich 

Marietta,  Mich 

Mas]cesK>n,  Mich 

Battle  Creek,  Mich  . . . 
Benton  Harbor.  Mich . 

Cleveland,  Ohio 

Sidney,  Ohio 

Dayton.  Ohio 

Xenia,  Ohio 

Hamilton.  Ohio 

Oberlin.Ohio 

Troy,  Ohio 

Yonngatown,  Ohio 

Ouiton.Otaio  , 

Warren,  Ohio 

Oalion,Obio 

Newark,  Ohio 


Condition  of  trade. 


Competition 

No  competition 

do 

do 

do 

Competition  — 
No  competition. 

Competition 

No  competition . 

Competition 

No  competition . 
Competition . . . 

No  competition. 

do 

do 

Competition  — 
No  competition . 

Competition 

No  competition . 

Comx)etition 

No  competition . 

do 

do 

do 

Competition 

'"^doV/.. '.'."". 

No  competition . 

do 


Price  of 
kerosene. 


Cents. 
5.5 
8 

7.7! 
8 
8 
5. 
7. 
5. 
7. 
6 
8. 
6. 
6 
8 
8 
8 
6.25 
7.25 
4.75 
8.75 
6.5 
8 

7.5 
7.5 


Price  of 
gasoline. 


Cents. 
7 


5 
5 
5 

6.25 

8.75 

75 

25 

7.25 

5 



7.75 

8.5 

6 
10 
6.5 


7 

6 

6 

5. 

8 

8 


75 


Among  the  leading  competitive  points  are  New  York,  Philadelphia,  Pittsbnrg, 
Chicago,  Milwaukee.  Bock  Island,  Evansville,  Memphis,  St.  Louis,  Des  Moines, 
and  ^nsas  City.  Competition  is  seldom  possible,  except  where  there  is  water 
transportation  competing  with  the  railways.  The  independents  have  little  opi)or- 
tnnityon  the  Pacific  coast  on  account  of  the  rules  of  the  railways.     (Lee.  269.) 

Mr.  Emery  is  emphatic  in  his  testimony  on  this  point.  He  himself  attempted 
to  distribute  oil  in  Philadelphia  between  1891  and  lo96,  but  lost  more  than  $50,000 
on  account  of  the  cutting  of  prices  by  the  Standard  Oil  Company.  He  was  forced 
to  sell  oil  at  3  cents  per  gallon  when  it  was  being  sold  in  New  York  at  8  cents. 
Within  4  weeks  before  the  time  he  testified  he  had  sent  oil  to  a  certain  point  and 
the  Standard  Oil  Company  had  reduced  the  price  1  cent  per  gallon  at  that  point 
immediately. 

The  Standard  Oil  Company  employs  persons  to  watch  the  business  of  its  com- 
petitors, and  often  sends  in  advance,  when  it  learns  that  a  shipment  of  oil  has  been 
made  to  a  particular  market,  and  cuts  the  price  before  the  oil  arrives  there.  The 
witness  makes  this  statement  from  his  personal  experience.  It  is  confirmed 
broadly  by  Mr.  Lee.     r277.) 

In  certain  cases  the  nrst  cuts  in  prices  are  made  by  the  competitors  of  the  Stand- 
ard Oil  Company.  This  is  sometimes  necessary  where  a  customer  declares  that 
he  is  in  the  habit  of  buying  from  the  Standard  or  prefers  to  do  so.  Ordinarily 
the  aim  of  the  witness  and  of  other  independent  refiners  is  to  maintain  prices, 
merely  securing  a  fair  proportion  of  the  business,  and  the  beginning  of  cutting 
usually  comes  from  the  other  side.     (629-682.) 

2.  Competition  at  New  York  City, — Mr.  Lee  testifies  that  in  New  York,  Brook- 
lyn, and  Jersey  City,  in  March,  1896,  the  price  to  local  dealers  was  9  to  9^  cents 
per  gallon,  while  the  witness  maintains  that  7  cents  would  have  paid  a  handsome 
profit.  When  the  Pure  Oil  Company  began  marketing  oil  in  opposition,  the 
Standard  Company  cut  the  price  to  51  cents  per  gallon,  where  it  has  remained 
practically  unchanged.  The  decline  in  the  price  of  crude  oil  at  the  same  time 
was  scarcely  more  than  10  per  cent.  A  similar  experience  was  met  with  in  Phila- 
delphia, where  prices  are  now  even  lower  than  m  New  York.  The  purpose  of 
these  excessive  cuts  was  to  destroy  the  competitors.  The  number  of  competitive 
points,  however,  is  increasing  as  the  independent  interest  is  growing  in  strength. 
These  points  are  usually  at  a  great  disadvantage  in  rates  of  transportation.  (265, 
266.) 
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Mr.  Westg  ATE  corroborates  the  testimony  of  Mr.  Lee  as  to  the  cutting  of  prices 
below  cost  in  New  York  City  and  Philadelphia  after  the  Pure  Oil  Company  began 
business  there.  Prices  were  reduced  from  March  20  to  April  4,  1896,  from  9^  to 
7  cents.    Oil  is  still  sold  at  a  loss  there.     (365. ) 

Referring  to  the  above  testimony  of  Mr.  Lee,  Mr.  Archbold  testifies  that  the 
average  price  of  refined  oil  to  retail  dealers  during  March,  1896.  was  7.98  cents, 
instead  of  from  9  to  9i  cents  per  gallon.  In  the  same  month  the  average  price 
of  crude  oil  per  barrel  at  the  wells  was  $1.42.  In  April  the  Standard  Oil  Com- 
pany's price  for  refined  oil  in  New  York  was  7.31  cents,  the  price  of  crude 
being  $1.22.  In  May,  refined  6.94  cents,  crude  $1.14;  in  June,  refined  6.72  cents, 
crude  $1.15;  in  July,  refined  6.23  cents,  crude  $1.09.  No  oil  was  sold  at  5^  cents 
per  gallon,  as  stated.  It  would  be  entirely  impossible  to  make  considerable 
variations  in  price  between  different  customers.  Such  variations  would  very 
soon  be  made  known,  and  the  practice  would  be  dishonest.  (The  figures  above 
shown  appear  to  indicate  that  tne  reduction  in  the  price  of  refined  oil  during  the 
period  referred  to  was  about  twice  as  great  as  the  reduction  in  crude.  A  fall  from 
$1.42  to  $1.09  per  barrel  amounts  to  approximately  three-fourths  cent  per  gallon, 
while  the  fall  in  the  average  price  of  refined  oil  was  1.65  cents.)  (Archbold,  528, 
529.) 

3.  New  York  State,  etc.—M.T,  Westg  ate  has  found  that  the  Standard  Oil  Com- 
pany will  not  cut  prices  where  he  does  only  a  limited  proportion  of  the  business 
in  any  particular  place.  Thus  at  Syracuse  the  prevailing  price  of  water-white 
oil  has  recently  been  7^  cents  a  gallon,  and  the  witness  handles  only  about  one- 
tenth  of  the  business.  But  at  Auburn,  25  miles  south,  the  price  has  been  about  2 
cents  less,  because  the  witness  has  attempted  to  handle  one-third  or  one-half  of 
the  trade.  He  has  found  it  his  best  policy  to  compete  on  a  small  scale.  He  knows 
of  one  instance,  however,  where  an  independent  refiner  sent  a  barrel  of  oil  as  a 
gift  to  a  friend  in  Maryland,  not  for  selling  but  for  his  own  use.  The  Standard 
Oil  Company  discovered  the  shipment,  and  sent  at  once  a  carload  of  what  was 
considered  the  best  oil  the  people  there  had  ever  received,  at  the  same  time  mak- 
ing a  heavy  cut  in  price. 

The  witness  cited  the  following  as  specific  instances  of  special  cuts  made  by 
the  Standard  Oil  Company  to  customers  of  independent  refiners.  A  letter  to 
him  from  Shortsville,  N.  Y.,  March  23,  1899,  from  a  firm  dealing  in  oil,  states 
that  an  agent  of  the  Standard  Oil  Company  had  said  to  one  of  their  customers 
that  the  Standard  was  going  to  force  them  to  buy  oil  from  it,  and  had  cut  the  price 
of  oil  to  7  cents  (it  had  formerly  been  10) .  The  witness  was  accordingly  compelled 
to  furnish  oil  to  this  firm  at  such  a  figure  that  it  should  not  lose  money,  which 
took  away  all  his  profit.  The  witness  also  submitted  a  letter  sent  by  the  agent  of 
the  Standard  Oil  Company  at  Portland,  Oreg.,  to  a  dealer  in  South  Bend,  Wash., 
who  had  informed  the  agent  that  oil  manufactured  by  the  witness  was  being  sold 
there.  The  letter  states:  * '  You  can  rest  assured  that  if  another  carload  of  Sunlight 
oil  arrives  at  your  place  it  will  be  sold  very  cheap.  We  do  not  propose  to  allow 
another  carload  to  come  into  that  territory  unless  it  comes  and  is  put  on  the 
market  at  one-half  its  actual  cost.  You  can  convey  this  idea  to  the  young  man 
who  imported  the  carload  of  Sunlight  oil."  The  letter  is  signed  **  Standard  Oil 
Company,  by  George  C.  Flanders. "  In  Hoboken,  N.  J. ,  a  threat  was  made  against 
a  German  dealer  that  his  business  would  be  ruined  unless  he  bought  Standard  oil, 
w^hich  was  offered  to  him  at  cut  prices.  He  declared  that  he  would  blow  up  the 
Standard  warehouse  with  dynamite  if  his  business  was  ruined,  and  the  Standard 
agent  made  an  arrangement  to  furnish  him  oil,  while  still  allowing  him  to  handle 
independent  oil.  At  Fulton,  N.  Y.,  the  Standard  established  retail  peddlers  to 
drive  out  a  man  who  was  peddling  Mr.  Westgate's  oil.  To  compete  the  more 
effectively,  they  furnished  their  men  with  Mr.  Westgate's  own  oil,  bought  through 
other  parties,  and  they  cut  the  price  from  1  cent  to  4  cents  a  gallon.     (366-370). 

Mr.  Archbold  replies  to  these  charges  by  stating  that  the  peddler  at  Fulton, 
N.  Y.,  referred  to  by  Mr.  Westgate,  had  been  enticed  away  from  the  Standard  Oil 
Company,  and  was  cutting  prices  against  that  company  so  that  it  was  forced  to 
put  on  a  competing  peddler. 

The  man  at  Hoboken  referred  to  by  Mr.  Westgrate  was  a  man  of  violent  teniper 
and  an  anarchist.  He  has  not  been  in  the  oil  business  for  a  number  of  years.  The 
agent  of  the  Standard  Oil  Company  at  Jersey  City  denies  having  threatened  him 
with  a  cut  of  prices,  and  also  iiavmg  come  to  any  agreement  or  understanding 
with  him. 

As  to  the  letter  written  by  Mr.  Flanders  to  a  dealer  of  South  Bend,  Wash.,  it 
was  a  foolish  action,  for  which  Mr.  Flanders  had  no  authority  whatever.  The 
letter  was  in  fact  intended  to  be  jocular  and  to  deny  a  claim  that  he  was  selling  oil 
of  an  inferior  quality,  a  charge  which  is  often  brought  against  the  Standard  Oil 
Company  unjustly.     (549-552.) 
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4.  Southern  States, — ^Mr.  Rice  testifies  that  he  has  been  engaged  in  refining 
petroleum  since  1876  at  Marietta,  Ohio.  He  has  repeatedly  been  driven  out  of 
varions  local  markets  which  he  has  sought,  especially  in  the  South,  by  special  cuts 
made  by  the  Standard  Oil  Company  in  particular  towns  and  to  particular  cus- 
tomers. He  declares  that  the  Standard  Oil  Company  has  temporarily  cut  prices 
below  cost  to  his  particular  customers,  leaving  the  prices  unchanged  to  nine-tenths 
of  the  dealers  in  town.  ''  They  can  clean  me  out  on  any  one  car  I  may  send  to 
any  one  town." 

The  Standard  Oil  Company  has  also  made  threats  against  dealers  handling  Mr. 
Rice's  oil.  At  one  time  the  Chess  Carley  Company  wrote  to  Mr.  Rice's  agents  at 
Nashville,  Wilkinson  &  Co.,  threatening  to  establish  a  grocery  store  and  cut  prices 
on  all  goods  as  well  as  on  oil.  The  company  did  afterwards  set  up  a  grocery  store 
at  Columbus,  Miss.,  in  order  to  force  merchants  to  buy  its  oil.  In  1^5  the  Chess 
Carley  Company  made  a  contract  with  R.  M.  Ong,  of  New  Orleans,  a  copy  of  which 
was  submitted  oy  the  witness  in  evidence,  with  a  declaration  that  it  was  undoubt- 
edly genuine.  By  this  contract  Mr.  Ong  was  to  be  paid  a  sum  of  $48,000 in  monthly 
payments  during  5  years.  In  exchange  therefor  he  sold  to  the  Chess  Carley  Com- 
pany the  entire  profits  of  the  business  on  illuminating  oils  and  other  petroleum 
products.  He  was  himself  to  conduct  the  business  and  to  make  no  charge  except 
for  drayage  actually  paid  out.  Mr.  Ong  agreed  to  sell  no  petroleum  not  supplied 
by  the  Chess  Carley  Comx>any,  and  to  conduct  this  branch  of  the  business  m  the 
best  manner  x)0ssible  to  promote  the  interest  of  that  company,  and  under  its  gen- 
eral directions.    (704-709, 711.) 

Regarding  the  above  testimony  of  Mr.  Rice,  Mr.  Paoe  states  that  the  Chess 
Carley  Companydid  actually  establish  one  such  grocery  store  at  Columbus,  Miss., 
but  no  other.  This  was  before  the  Standard  Oil  Company  possessed  complete 
control  of  the  Chess  Carley  Company,  and  the  witness  believes  that  the  Standard 
itself  has  never  made  any  such  threats  or  actually  established  competing  stores. 
(764.) 

5.  Competition  in  Ohio. — ^Mr.  dark  testified  that  he  had  been  employed  as  a 
warehouseman  by  the  Standard  Oil  Company  in  Marietta,  Ohio,  and  later  at 
Springfield  as  a  country  tank-wagon  man,  at  Columbus  as  cashier,  at  Urbana  as 
manager  for  the  Standard  Oil  Company  at  that  place,  and  finally  at  Newark  as 
manager,  the  latter  station  being  much  more  important  than  Urbana.  The  witness 
gave  tne  following  account  of  the  reasons  for  his  leaving  the  employ  of  the  Stand- 
ard Oil  C'Ompany: 

The  Standard  Oil  Company  has  in  Ohio  an  inspector,  Mr.  Lockwood,  who  goes 
over  three  States,  inspecting  the  condition  of  the  various  stations,  the  work  of  the 
agents,  etc.  The  form  of  inspection  report  is  given  by  the  witness.  When  this 
inspector  visited  the  witness  during  his  agency  at  Newark,  at  one  time  the  witness 
was  in  a  bad  humor  and,  not  knowing  the  official  position  of  the  inspector,  he 
obiected  to  receiving  suggestions  from  him.  This  led  to  his  being  suspended, 
aluiongh  he  was  told  that  this  was  not  a  discharge.  Suggestions  have  since  been 
made  by  the  Standard  Oil  Company  with  a  view  to  taking  him  back,  but  the 
witness  is  unwilling  to  return.  He  objects  especially  to  the  practice  of  deducting 
from  the  salary  of  the  agent  any  losses  due  to  errors,  whether  of  himself  or  of 
others.     (342,344.) 

Mr.  Mathews,  selling  agent  of  the  Standard  Oil  Company  for  the  central  and 
southern  parts  of  Ohio,  testifies  in  detail  in  refutation  of  the  evidence  of  Mr. 
Clark.  Ble  states  that  Mr.  Clark's  evidence  was  obviously  prompted  by  spite, 
owing  to  the  fact  that  he  had  been  dismissed  from  the  service  of  the  Standard 
Oil  <>)mpany  on  account  of  a  shortage  in  his  accounts  and  not  for  the  reason 
stated  by  Mr.  Clark  in  his  testimony.  The  inspector  referred  to  by  Mr.  Clark  as 
having  visited  his  station  at  Newark  was  the  traveling  auditor  and  had  nothing 
to  do  with  the  regular  inspecting  system.  Mr.  Clark  had  been  negligent  in  send- 
ing in  his  regular  reports  and  on  investigation  was  found  to  be  short  in  his 
accounts.  The  final  amount  of  shortage  was  $231,  part  of  which  was  made  up 
by  Mr.  Clark  and  the  remainder  by  his  bondsmen.  He  would  have  been  indicted 
by  the  grand  jury  for  embezzlement  save  for  the  fact  that  the  various  items  taken 
were  small  and  could  not  be  joined  together  in  the  indictment,  so  that  the  offense 
wa«  only  i)etty  larceny. 

Mr.  Mathews  testifies  further  that  Mr.  Clark  never  held  such  responsible  posi- 
tions under  the  Standard  Oil  Company  at  various  places  as  he  claimed.  He  hud 
not  had  the  opportunity  to  be  fanmiar  with  details  of  business  concerning  which 
he  testified. 

Neither  Mr.  Mathews  nor  any  other  employee  of  the  Standard  Oil  Company  has 
made  propositions  to  Mr.  Clark  with  a  view  to  reengaging  him  in  the  company's 
service.    An  affidavit  by  Mr.  Foutz  to  this  effect  was  submitted.     (491, 504, 505.) 

Mr.  Clark  states  that  in  Ohio  no  two  stations  have  the  same  price  for  oil,  and 
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the  differences  are  not  due  solely  to  freight  rates.  At  competitive  points  the  prices 
are  considerably  lower.  Thus  in  1898  the  price  of  gasoline  at  jfewark,  where 
there  was  no  competition,  was  7^  cents,  while  at  Columbus,  under  competition, 
it  was  5|  cents.  At  the  same  time  oil  was  about  2  cents  cheaper  at  Marietta 
than  at  Newark,  although  there  was  no  difference  in  the  conditions  of  competi- 
tion. When  competition  has  been  driven  out,  prices  are  raised  to  the  old  nigh 
level  or  to  one  still  higher.  Thus  at  Newark  at  one  time  oil  was  sold  as  low  as  4 
cents,  but  afterwards  was  raised  to  13  or  14  cents.'  The  Standard  Oil  Company, 
where  it  has  to  meet  competition,  usually  keeps  oil  at  a  somewhat  lower  price 
than  its  competitors.  There  may  be  times  when  its  price  is  higher,  but  the 
average  is  lower.  Many  dealers  are  willing  to  pay  more  for  independent  than  for 
Standard  oil.     (345,  346,  349,  350. ) 

While  Mr.  Clark  was  employed  by  the  Standard  Oil  Company  at  Marietta,  the 
com^ny  hired  a  man  named  Davis  to  compete  with  a  tank-wagon  driver  named 
Curtis,  who  had  been  buying  oil  of  the  independent  Argan  Refining  Company. 
He  was  furnished  a  horse  and  wagon  and  sold  oil  so  cheap  that  the  competitor 
had  to  come  to  the  Standard  company  to  arrange  to  buy  oil  from  it.  The  price 
had  been  7  cents  during  this  competition,  but  was  then  raised  to  12  cents.  The 
competitor  again  began  to  buy  Argan  oil,  and  was  again  brought  back  to  the 
Standard  company  by  the  employment  of  a  Mr.  Ebright,  who  "  played  the  farmer 
racket ' '  in  selling  against  Mr .  Curtis.     ( 33 1 . ) 

Concerning  the  alleged  fraudulent  methods  of  competition  at  Marietta,  Ohio, 
testified  to  by  Mr.  Clark,  Mr.  Mathews  states  (substantiating  his  evidence  by  a 
certified  transcript  from  the  testimony  of  William  Ebright  and  by  an  affidavit  of 
W.A.  Beed,  local  agent  at  Marietta  w^hen  Clark  was  employed  there)  that  Mr. 
Clark  was  then  only  an  office  and  warehouse  boy,  entirely  unfamiliar  with 
the  conduct  of  the  business,  and  that  his  evidence  was  untrue  and  malicious  in 
every  particular.  The  man  Davis  referred  to  was  not  employed  by  the  Standard 
Oil  Company  at  any  time.  He  was  an  independent  oil  peddler  and  bought  oil 
outright  at  the  ruling  market  prices  from  the  Standard  Oil  Company,  selling  it 
at  prices  fixed  entirely  by  himself.  The  man  Ebright  was  in  precisely  the  same 
position  as  Mr.  Davis.  It  was  not  true  that  he  pretended  to  be  a  farmer  or  other- 
wise deceived  concerning  his  character  in  business.     ^491-492. ) 

While  Mr.  Clark  was  manager  for  the  Standard  Oil  Company  at  Urbana, 
Ohio,  a  man  named  Helmick,  whose  father  had  been  20  years  a  dealer  in  oil, 
established  a  competing  business,  buying  oil  from  the  Cleveland  Refining  Com- 
pany. The  witness,  accompanied  by  two  traveling  agents  of  the  Standard,  visited 
Mr.  Helmick  and  threatened  him  with  excessive  cuts  in  prices.  Some  cuts  were 
actually  made,  from  8  to  6  cents,  and  through  these  and  the  threats  the  competitor 
was  forced  to  give  up  business  and  finally  went  to  the  ];>oorhouse.  He  had  put  up 
a  building  to  handle  oil  and  this  was  an  entire  loss.  The  witness  believes  that 
this  excessive  competition  by  the  Standard  was  the  cause  of  his  failure,  not  his 
0¥m  incompetence.     (337,  338. ) 

Mr.  Mathews,  replying  to  this  testimony  of  Mr.  Clark,  states  that  Mr.  Helmick 
bought  only  one  carload  of  oil  from  independent  dealers,  and  after  he  had  sold 
about  one-half  of  it  became  satisfied  that  he  would  lose  money  on  account  of  leak- 
age and  poor  quality,  and  the  Standard  Oil  Company  took  the  remainder  off  his 
hands.  The  Standard  Oil  Company  did  not  drop  prices  while  Mr.  Helmick  was  in 
business,  nor  were  threats  made  by  the  two  agents  of  the  Standard  Oil  Company 
referred  to  by  Mr.  Clark.  Both  of  these  agents  submitted  affidavits  denying  Mr. 
Clark's  allegations.  Mr.  Hurley,  a  notary  public,  also  submitted  an  affidavit  that 
he  had  seen  Mr.  Helmick  and  that  the  latter  had  declared  the  testimony  of  Mr. 
Clark  in  reference  to  himself  untrue,  especially  in  regard  to  the  cause  of  his  going 
to  the  poorhouse.  Another  affidavit  shows  that  Mr.  Helmick  continued  in  the  oil 
business  about  2  years  after  the  time  referred  to  by  Mr.  Clark;  that  he  afterwards 
went  to  the  poorhouse,  but  that  on  August  31, 1899,  he  was  employed  in  a  canning 
factory  at  Wapello,  Iowa.  Mr.  Cone,  a  township  trustee  of  Urbana  townsliip, 
furnished  an  affidavit  that  he  believed  Mr.  Helmick 's  going  to  the  poorhouse  was 
due  to  the  extravagance  of  his  family  and  other  domestic  troubles.  Mr.  Powers, 
a  drayman  who  had  hauled  oil  to  Mr.  Helmick  s  building,  stated  that  it  was  a 
mere  shed  built  of  refuse  lumber  and  not  worth  more  than  $10.     (496-499.) 

Mr.  Clark  states  further  that  at  Columbus,  while  he  was  employed  by  the 
Standard  Oil  Company,  one  Shoemaker  was  hired  at  a  regular  salary  and  f tir- 
nished  oil  at  prices  so  low  that  he  could  undersell  representatives  of  the  Cleve- 
land Refining  Company.  Customers  supposed  that  he  was  an  independent  dealer. 
A  boy  was  also  hired  to  watch  the  tank  cars  received  by  competitors  and  the 
amount  of  oil  sold.  The  prices  were  then  cut  so  that  the  competmg  dealers  were 
forced  to  agree  to  maintain  prices  at  a  fixed  point.     (334, 335.) 

All  these  statements  are  denied  by  Mr.  Mathews  in  detail.     (496.) 
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While  Mr.  Clark  was  agent  of  the  Standard  Oil  Company  at  Newark,  a  Mr. 
Donaldson  started  business,  bn3ang  oil  from  the  independent  firm  of  Scofield, 
Shnrmer  &  Teagle.  The  witness  was  told  that  he  should  have  a  2  weeks*  vaca- 
tion if  he  would  get  rid  of  this  competitor.  He  became  friendly  witii  the  owner 
of  the  shed  where  Mr.  Donaldson  stored  his  oil,  promised  him  work  for  the  Stand- 
ard Oil  Company,  and  succeeded  in  buying  the  shed,  in  the  absence  of  Mr. 
Donaldson,  for  |2.50.  He  removed  the  barrels  and  tanks  and  had  the  shed  hauled 
away.  While  Mr.  Donaldson  was  competing,  a  boy  had  been  hired  to  follow  his 
wagon  and  discover  his  customers.  Mr.  Mathews,  the  canvassing  agent  of  the 
Standard  Oil  Company,  would  then  visit  these  customers,  test  the  quality  of  oil  in 
their  lamps,  and  ofifer  oil  at  reduced  prices.  The  Standard  Oil  Company  also, 
after  buying  the  shed,  hired  the  driver  formerly  employed  by  Mr.  Donsddson  and 
had  him  deliver  oil  to  Mr.  Donaldson's  customers.  Mr.  Mathews  sent  a  letter  to 
the  witness  complimenting  him  upon  his  success  in  the  transaction.     (340, 341. ) 

The  statement  of  Mr.  Clark  as  to  the  manner  in  which  Mr.  Donaldson  was 
driven  out  of  business  at  Columbus  is  denied  bv  Mr.  Mathews,  supported  by  the 
affidavit  of  Mr.  Hollings worth.  Mr.  Clark  bought  the  so-called  warehouse,  which 
-was  only  a  small  shed,  about  4  feet  by  4,  entirely  on  his  own  responsibility  and 
"without  direction  from  any  superior  officer.  He  was  reprehended  afterwards  for 
having  done  so.  The  price  of  $2.50  paid  was  all  the  sh^  was  worth.  Donaldson 
was  not  driven  out  of  business  by  this  purchase,  but  rented  a  bam  and  continued 
thereafter.     (502, 503. ) 

6.  Statement  of  policy  hy  combination, — Mr.  Archbold  testifies  that  he  has  no 
doubt  that  the  Standard  Oil  Company,  when  closely  pressed  with  competition  at 
any  point,  tries  to  hold  its  trade  by  cutting  prices,  and  would  not  declare  that  it 
had  never  cut  prices  below  the  cost  of  production,  although  such  a  c^se  would  be 
a  rare  one.  Such  cutting  of  prices  is  the  natural  law  of  trade.  Mr.  Archbold 
believes  that  ordinarily  the  competitors  of  the  Standard  begin  the  fight.  He  does 
not  consider  it  advisable  in  most  cases  to  sell  goods  at  a  loss  for  any  purpose,  but 
believes  that  if  prices  were  cut  to  cost  or  below  it  the  Standard  Oil  CJompany 
could  endure  the  strain  much  longer  than  a  smaller  competitor.    (568, 569, 571.) 

Mr.  DoDD  states,  in  reply  to  a  schedule  of  questions,  that  the  prices  of  refined 
oil  are  the  same  throughout  the  United  States,  allowing  for  cost  of  transportation, 
and  that  they  average  lower,  transportation  ccmsidered,  than  in  foreign  countries. 
He  stated  that  agents  have  no  authority  to  make  special  cuts  in  special  sections 
of  the  country,  but  has  no  doubt  that  prices  have  been  cut  to  meet  lower  prices 
made  by  competitors.     (799.) 

Mr.  Paqe  idso  admits  that  the  Standard  tries  to  keep  its  trade  and  makes 
prices  to  do  so.  He  presumes  that  during  such  competition  prices  are  lower 
thui  where  there  is  no  competition,  to  a  reasonable  degree.  But  he  adds  that 
the  Standard's  policy  is  regumrly  to  sell  as  cheaply  as  i)ossible  in  order  to  increase 
the  volume  of  business.     (792. ) 

Mr.  Mathews  states  that  the  Standard  Oil  Company  never  cuts  prices  first  in 
any  field,  but  when  a  competitor  reduces  prices  it  does  not  hesitate  to  meet  the 
cut  in  order  to  hold  its  business.     (506. ) 

Mr.  BOYL.E  also  states  that  oil  refiners  generally,  like  most  other  manufacturers, 
find  themselves  with  surplus  stocks  during  certain  years  and  certain  seasons, 
and  hold  out  inducements  to  purchasers  to  take  oiff  the  surplus  at  reduced 
prices.  This  is  the  only  method,  unless  a  combination  can  oe  formed  suffi- 
ciently strong  to  hold  back  goods  for  higher  prices.  The  Standard  Oil  Company 
especially  aims  to  extend  its  markets  in  foreign  countries,  and  to  do  so  often  sells 
with  little  or  no  margin  of  profit,  especially  when  it  has  a  surplus  production. 
(This  is  also  admitted  by  Mr.  Archbold.)  The  Standard  doubtless  cuts  prices  for 
a  similar  rea.son  in  this  country  from  time  to  time,  just  as  other  manufacturers  do. 
The  witness  has  heard  that  it  has  the  further  object  in  making  such  cuts  of  driv- 
ing out  competitors  from  particular  localities,  but  he  has  never  personally  seen 
sach  a  case,  his  observation  being  limited  to  the  oil-producing  country  itself. 
(433,433.) 

B.  Different  prioei  to  different  dealers. — Mr.  Ctark  testifies  that  it  was  customary 
for  the  Standard  Oil  Company,  at  the  stations  where  he  was  employed  in  Ohio, 
to  make  different  prices  to  different  dealers  in  order  t^)  hold  their  trade,  these 
prices  beiM  often  based  on  reports  from  local  agents  as  to  purchases  of  competi- 
tive oil.  The  witness  states  various  instances,  but  especially  one  at  Newark, 
where  one  dealer  was  charged  7  cents  for  gasoline  and  his  next  neighbor  9^  cents. 
In  another  case.  Showman  Brothers  were  charged  7*  cents  for  oil,  Mr.  Rankin 
6  cents,  while  Mr.  Hagmeier  was  given  rebates  on  th(}  nominal  prices  of  1  cent  on 
gasoline  and  2  on  oil.     (336, 339. ) 

These  charges  are  denied  by  Mr.  Mattiews.  Tlie  various  tank-wagon  drivers 
are  not  allowed  to  discriminate  between  one  buyer  and  another,  out  must  charge 
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all  the  same  price  for  the  same  grade  of  oil.  Mr.  Clark  could  not  cut  the  price 
when  he  was  a  tank-wagon  driver  without  paying  the  difference  out  of  his  own 
pocket.  A  statement  that  at  Columbus  emptv  barrels  were  taken  back  at  an 
exorbitant  price  in  order  to  hold  customers  is  also  false. 

It  is  nevertheless  true  that  at  times  there  may  be  some  differences  between 
different  customers,  owing  to  the  existence  of  contracts  for  furnishing  oil  at  cer- 
tain prices  for  a  x)eriod  of  time.  It  was  true  that  at  Newark,  while  Mr.  Clark 
was  there,  there  were  such  differences  in  the  price  of  gasoline,  owing  to  the 
marked  advance  in  the  general  price,  while  some  dealers  remained  under  pre- 
vious contracts.  The  statement  specifically  made  that  Mr.  Rankin  was  charg^ed 
6  cents  for  oil  and  Showman  Brotners  7i  cents  is  entirely  untrue.  Mr.  Ranon, 
in  fact,  was  charged  1\  cents  per  gallon  more  than  Showman  Brothers,  because 
he  bought  oil  in  barrels  instead  of  in  bulk,  but  an  equivalent  amount  was 
i^fundled  when  the  barrels  were  returned  empty.  Mr.  Hagmeier  was  allowed  a 
rebate  of  one-half  cent  per  gallon  on  both  oil  and  gasoline  under  a  special  con- 
tract, but  did  not  receive  such  rebates  as  1  or  2  cents.  An  affidavit  of  Mr.  Hag- 
meier to  this  effect  was  presented,  and  alao  an  affidavit  stating  that  Mr.  Clark  had 
secured  his  previous  statement  acknowledging  the  receipt  of  rebates  under  a  pre- 
tense that  it  was  necessary  to  explain  a  shortage  in  his  accounts. 

The  witness  has  never  Imown  of  discriminations  between  different  buyers  under 
such  special  contracts  which  amounted  to  more  than  one-half  cent  per  gallon. 
Such  rebates  are  granted  in  consideration  of  an  agreement  that  the  dealer  shall 
buy  exclusively  from  the  Standard  Oil  Company.  Differences  in  prices  of  lubri- 
cafing  oil  also  exist  under  special  contracts,  being  largely  conoitioned  on  the 
quantity  of  oil  purchased  and  on  the  expense  of  delivering  it.  (494,  ^6, 499, 500, 
505.) 

C.  Watching  of  oompetlton^biiiiiieii. — 1.  Evidence  of  oppcment8^c(mibinatwn. — Sev- 
eral witnesses  testify  to  a  practice  of  the  Standard  Oil  cTompany  of  securing 
information  as  to  the  business  of  competitors,  their  shipments,  customers,  etc.  It 
is  believed  by  some  that  the  employees  of  competitors  are  hired  to  furnish  such 
information. 

Thus  Mr.  Westgatk  testifies  that  the  Standard  Oil  Company  keeps  an  accurate 
record  of  every  barrel  of  oil  that  the  independent  refiners  ship  to  each  place.  The 
information  may  not  be  received  from  the  local  freight  offices,  but  perhaps  f i-om 
junction  points.  The  witness  knows  that  this  is  the  case  because  his  customers 
have  told  him  that  traveling  men  of  the  Standard  Oil  Company  have  informed 
them  that  they  knew  of  shipments  coming.  The  traveling  men  rex)ort  whether 
dealers  buy  Standard  or  independent  oil  and  the  reason.  Customers  of  inde- 
pendents will  then  sometimes  be  offered  oil  under  cost.     (366, 367.) 

Mr.  MoNNETT  testifies  that  the  Standard  Oil  Company  frequently  employs 
agents  to  follow  up  rival  companies,  ascertaining  their  customers,  and  then  seek- 
ing to  take  them  away.  They  drive  competition  out  from  certain  places  and  are 
then  enabled  to  charge  rates  sufficiently  high  to  establish  a  fund  for  attacking 
competition  elsewhere.     (316,  318.) 

Mr.  MoNNETT  further  states  that  testimony  was  given  in  the  Ohio  suits  to 
show  that  clerks  of  competitors,  for  example,  of  Scofield,  Shurmer  &  Teazle,  of 
Cleveland,  had  been  bribed  to  furnish  information  as  to  the  amount  of  oil  shipped, 
names  of  customers,  and  other  details  of  the  business  of  these  competitors.  In 
this  case  the  person  bribed  disclosed  the  fact  to  his  employer.     (316.) 

Mr.  Emery  believes  that  the  Standard  Oil  Company  still  receives  statements 
from  railway  companies  as  to  shipments  by  others,  such  as  were  agreed  upon  in 
the  contract  with  the  South  Improvement  Company.  He  states,  as  an  example 
of  the  practice,  that  about  a  year  ago  he  shipped  two  barrels  of  oil,  along  with  a 
larger  shipment,  to  a  gentleman  in  Dubois,  Pa.  These  barrels  were  not  placed  in 
the  car  until  after  business  hours,  and  no  one  knew  of  their  shipment.  But  before 
the  oil  reached  Dubois  the  purchaser  was  met  by  an  employee  of  the  Standard 
Oil  Company  who  complained  of  the  fact  that  he  was  dealing  with  Mr.  Emery. 
Other  cases  where  information  must  have  been  given  by  railway  officers  are 
numerous.     (614, 615, 629. ) 

Mr.  Gall,  a  wholesale  dealer  in  refined  petroleum  products  at  Montreal,  testifies 
that  the  Standard  Oil  Company  frequently  sent  a  man  to  open  tank  cars  shipped 
by  independent  refiners  to  the  Gall -Schneider  Company,  to  see  exactly  what  tney 
contained.  The  witness  was  recently  able  to  detect  a  man  in  the  act,  and  the 
explanation  that  it  was  due  to  a  mistake  is  not  to  be  believed.  A  representative 
of  the  Standard  Oil  Company  at  an  earlier  period  jokingly  told  the  witness  the 
numbers  and  contents  of  several  cars  of  oil  which  had  just  been  received. 

Mr.  Gall  testifies  further  that  it  is  common  for  the  Standard  Oil  Company  to 
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send  men  to  watch  the  delivery  of  oil,  and  then  to  send  their  own  agents  to  the 
pnrchasers,  cutting  prices,  and  otherwise  seeking  to  prevent  competitors  from 
securing  trade.     (684.) 

Mr.  Davis  has  been  engaged  in  an  independent  refinery  in  Marietta,  Ohio.  At 
one  time  his  shipping  clerk  was  approached  by  an  agent  of  the  Standard  Oil  Com- 
pany, who  offered  to  pay  him  for  reporting  the  names  of  persons  to  whom  oil  was 
shipped,  the  invoice,  price,  etc.  The  witness  believes  that  every  barrel  of  oil  he 
shipped  from  his  worKs  was  made  known  to  his  competitors.  Their  traveling  men 
wonid  then  follow  each  shipment  and  often  it  wonld  be  necessary  to  reduce  the 
price  in  order  to  retain  the  customer.  In  such  cases  the  consumer  probably 
received  no  benefit  from  the  lowered  prices,  but  only  the  dealer.  (356,  357;  as  to 
Mr.  Davis's  experience,  etc.,  p.  123,  footnote.) 

Mr.  Clark  testifies  that,  while  agent  of  the  Standard  Oil  Cbmpany,  he  was 
required  to  make  reports  each  week  of  the  business  of  competitors,  the  customers 
sapplied  by  them,  the  prices,  etc.  On  the  basis  of  these  reports,  the  general 
manager  at  Columbus  would  send  instructions  as  to  methods  of  holding  or  taking 
aw^ay  customers.  Sometimes  the  manager  would  come  himself  and  make  speci^u 
arrangements  as  to  prices. 

The  following  letter  shows  the  practice  of  requiring  reports  as  to  competition : 

May  25.  1897. 

Dear  Sir  :  I  forward  to  you  to-day  a  supply  of  blanks,  same  as  sample  here- 
with inclosed,  which  is  to  take  the  place  of  the  little  slip  that  has  formerly  been 
used  for  reporting  daily  competitive  oil.  Will  you  kindly  fill  out  one  of  these 
blanks  weekly,  commencing  with  June  1,  and  wnenever  the  month  ends  in  the 
middle  of  the  week,  make  out  one  on  the  last  day  of  the  month  for  the  portion  of 
the  week  not  covered  in  the  last  week  you  report?  Enter  upon  this  report  all 
competitive  oil  or  gasoline  that  you  have  been  able  to  locate  during  the  week,  and 
if  during  the  week  you  have  been  unable  to  locate  any  competitive  shipments, 
then  write  across  the  face  of  the  blank  *  Nothing  to  report '  and  mail  it  to  this 
office.  Be  sure  to  mail  it  whether  you  have  competitive  receipts  to  report  or  not. 
If  there  is  anything  about  this  report  that  you  do  not  understand,  please  confer 
^vith  me  at  once,  as  it  is  very  important  that  it  should  be  made  out  promptly  and 
forwarded  regularly.  Trusting  that  I  will  have  your  hearty  coojieration, 
I  am,  yours,  very  truly, 

B.  A.  Matthews. 

W.  H.  Cl^RK,  Newark,  Ohio, 

(336,339.) 

2.  Reply  of  Standard  OU  witnesses. — Mr.  Arcrbold  declares  that  it  is  not 
the  jjobcy  of  the  Standard  Oil  Company  to  obtain  information  from  employees  of 
its  competitors,  and  that  if  through  the  action  of  some  overzealous  employees 
this  were  attempted  it  would  be  disapproved.  The  company  does  naturally  seek 
information  from  its  own  agents  as  to  the  business  of  competitors,  but  none  which 
they  can  not  rightfully  secure.     (573, 574.) 

Cx>nceming  the  watching  of  the  business  of  competing  dealers,  referred  to  by 
Mr.  Clark,  Mr.  Mathews  testifies  that  it  is  the  practice  of  the  Standard  Oil  Com- 
pany to  ask  its  salesmen  and  agents  to  keep  their  eyes  open  and  inform  the  com- 
pany as  to  those  from  whom  Afferent  dealers  are  buying,  and  as  to  the  general 
condition  of  business.  This  is  required  as  much  for  tne  sake  of  ascertaining  that 
the  agents  are  attending  to  business  as  for  any  other  purpose.  The  witness  does 
not  recall  anv  case  where  anyone  has  been  employed  to  follow  a  comi)etitor'8 
w^agons  and  find  out  at  what  prices  he  sells.  In  no  case  has  the  Standard  Oil 
Company  secured  reports  as  to  the  business  of  rivals  from  employees  of  those 
rivals.     (505,506.) 

D.  Alleged  fraud  and  deoeption  by  Standard. — 1.  Different  grades  from  same  tank. — 
Mr.  Clark  states  that  while  he  was  agent  of  the  Standard  Oil  Company  at  various 
places  in  Ohio  he  made  it  a  practice,  under  direction  of  the  company,  to  sell  nomi- 
nally different  grades  of  oil  at  different  prices  from  the  same  tanks.  There  are 
only  three  different  grades  actually  handled — the  Diamond  White,  Water  White, 
and  Eocene.  As  many  as  eight  different  prices  are  made  with  from  one-fourth  to 
one-half  cent  difference  between  them.  Thus  at  Marietta  prices  ranged  from 
6  to  10^  cents.  If  a  customer  considered  a  certain  price  too  high  he  would  be 
offered  a  lower  grade  at  a  lower  price,  but  the  oil  would  be  drawn  from  the  same 
tank.  At  Springfield  a  man  was  hired  to  run  a  tank  wagon,  but  resigned  when 
directed  to  carry  out  this  practice.  If  a  customer  demanded  oil  direct  from  Cleve- 
land, barrels  would  be  painted  red  and  branded  with  a  stencil  sent  from  Cleveland. 
At  Newark  the  oil  was  sold  directly  to  tank-wagon  men,  and  they  learned  from  an 
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employee  of  the  company  the  practice  of  selling  different  grades  from  the  same 
tanK.  Each  customer  is  thns  satisfied  and  given  what  he  wants.  (331 — 333, 338, 
341,342.) 

Mr.  Mathews  denies  in  detail  all  the  allegations  of  Mr.  Clark  concerning  fraudu- 
lent practices  in  selling  nominally  different  grades  of  oil  at  different  prices  from 
the  same  tanks,  and  submits  affidavits  of  W.  A.  Reed  and  C.  W.  Foley,  agents  of 
the  Standard  Oil  Company,  at  the  different  places  where  Mr.  Clark  was  em- 

Eloyed,  and  of  W.  W.  McMahon  and  C.  M.  Taland,  tAuk-wagon  drivers  at  Snring- 
eld,  stating  that  no  such  practices  have  been  at  anytime  resorted  to  either  Dy  the 
Standard  Oil  Company  directly,  or,  through  its  suggestions,  by  the  tank-wagon 
drivers.  On  the  contrary,  specific  orders  were  alwavs  given  prohibiting  such 
deception.  The  facts  are  that  at  Marietta,  for  example,  the  company  has  reallv 
three  different  grades  of  oil,  but  sells  them  under  several  different  names,  although 
at  precisely  the  same  price  for  oil  of  the  same  grade.  Thus  Water  White,  Red  Star 
Water  White,  Silver  I<ight,  and  Crystal  are  simply  trade  names  for  the  one 
^ade,  water-white  oil.  They  have  been  established  by  custom  in  different  locali-- 
ties  to  meet  local  demands.  At  a  few  points  near  Marietta,  Eocene,  a  better  grade 
of  oil,  is  furnished  customers  under  the  name  of  Hyperion,  on  account  of  the  sav- 
ing in  freight  in  doing  so. 

Mr.  Mathews  also  submitted  affidavits  of  C.  W.  Foley  and  R.  A.  Foutz,  stat- 
ing that  the  tank-wagon  driver  at  Springfield,  who,  as  stated  by  Mr.  Clark,  resigned 
because  he  did  not  desire  to  deceive  in  the  quality  of  oil,  really  resigned  because  he 
did  not  like  tank-wagon  work  and  for  no  other  reason,  and  had  so  stated  to  the 
affiants. 

The  quality  of  oil  does  not  dex)end  on  the  degree  shown  by  the  fire  test.  The 
three  grades  sold  by  the  Standard  Oil  Company  all  have  the  same  fire  test  of  120 
de^ees  by  the  Foster  cup.  Oils  may  be  of  exactly  the  same  fire  test  but  different 
in  illuminating  power,  and  the  latter  determines  quality.    (492-494.) 

Mr.  Westgate  incidentally  gives  testimony  which  may  corroborate  Mr.  Mat- 
thews. He  states  that  in  his  refinery  he  manufactures  five  grades  of  oil,  varying  in 
price  from  3.90  cents  to  4.50  cents,  at  present.  Special  brands  are  sometimes  put 
upon  oil  to  suit  different  customers,  but  this  does  not  imply  any  deception  as  to  the 
quality.  The  witness  bills  his  oil  at  the  names  and  prices  of  his  own  brands,  but 
affixes  any  name  desired.     (366. ) 

2.  Deceptive  teats. — Mr.  Clark  also  states  that  the  oil  sold  by  the  Standard  Oil 
Company  in  Ohio  is  mostly  refined  from  Lima  oil,  and  of  inferior  quality,  smell- 
ing of  sulphur.  A  German  has  invented  a  method  of  brushing  the  sulphur  out  of 
the  oil.  The  Standard  Company  controls  this  X)atent,  but  the  method  is  exceed- 
ingly expensive.  The  Standard  Oil  Company  seeks  to  deceive  customers  as  to  the 
quality  of  its  oil  by  unfair  tests.  The  witness  has  been  directed  orally  by  his 
superiors  as  to  methods  of  making  such  tests,  but  has  no  written  evidence.  The 
deception  is  accomplished  largely  by  turning  the  vrick  in  the  lamp  high  when 
Pennsylvania  oil  is  being  used  and  low  when  Ohio  oil  is  being  used.  The  oil 
handled  by  independents  is  mostly  Pennsylvania  oil  and  of  higher  quality. 
(345,346.) 

Mr.  Mathews  denies  that  the  Standard  Oil  Company  resorts  to  unfair  tests  of 
lamps  to  show  the  superior  quality  of  its  oil.  Competitors  in  Ohio  had  been 
marKeting  oil  at  a  reduced  price  containing  some  oil  made  from  Ohio  crude. 
Dealers  sometimes  mixed  these  inferior  oils  vrith  oil  furnished  by  the  Standard 
Company,  and  the  latter  was  forced  to  visit  the  customers,  especially  retail 
storekeepers,  and  show  by  actual  tests  the  superior  quality  of  the  Standard*s  oil. 
It  woula  have  been  entirely  impossible  to  deceive  by  turning  the  flame  higher  in 
one  case  than  in  the  other,  as  alleged  by  Mr.  Clark.    The  various  agents  and  em- 

gloyees  of  the  Standard  Oil  Company,  to  whom  Mr.  Clark  specifically  refers  as 
aving  knowledge  of  the  frauds  in  lamp  tests,  all  submitted  affidavits  denying 
that  such  frauds  had  been  practiced  and  stating  that  similar  lamps,  burners,  yncks, 
and  chimneys  were  used  in  testing  different  kinds  of  oil,  and  that  at  the  begin- 
ning of  the  test  the  height  of  the  flame  in  each  lamp  was  the  same.     (500, 502. ) 

3.  Adulteration  of  lubricatittg  and  similar  oils.— 'Mr.  Clark  testifies  that  at 
Marietta  he  mixed  gasoline  worth  7  cents  per  gallon  with  turpentine  worth  38  or 
40  cents,  under  direction  of  his  superior,  in  order  to  cheapen  it.  At  Columbus, 
so-called  boiled  linseed  oil  was  maae  by  heating  raw  oil  to  125  de^eesand  adding 
a  small  (luantity  of  Japan  drier.  Miner's  oil  was  made  by  mixing  2  gallons  of 
**  miner's  stock,"  which  costs  about  6  or  6i  cents,  with  3  gallons  of  cottcm-seed  oil. 
The  product  sells  at  from  22  to  34  cents.  Paraffine  oil  was  sent  from  Cleveland 
in  blank  barrels,  and  these  were  lal)eled  as  different  qualities  of  machine  or  rub- 
bing oil  and  sold  at  different  prices  without  change  of  quality.  The  witness  is 
not  aware  that  the  same  methods  have  been  used  by  independent  refineries.  (3:«, 
334.) 
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Mr.  Mathews  denies  in  detail  these  charges,  and  snbmits  the  affidavit  of 
Adam  Panlns,  mixer  at  Colnmbus,  to  sapx>ort  his  evidence.  The  dryer  nsed  in 
making  boiled  linseed  oil  at  Colnmbns  was  pnre  linseed-oil  drier,  which  cost  10 
cents  per  gallon  more  than  Hnseed  oil  and  increased  the  cost  of  the  prepared  oil, 
and  the  oil  was  heated  to  225  de^ees.  The  statement  that  miner *s  oil  is  made  by 
componndin^-  cotton-seed  oil  with  40  per  cent  of  petrolenm  is  false.  The  Ohio 
law.  which  ts  rigidly  enforced,  wonld  absolutely  prevent  more  than  about  14  per 
cent  of  petrolenm  being  nsed.  The  price  of  miner's  oil  is  regulated  by  the  price 
of  cotton-seed  oil,  mnning  about  2  cents  per  gallon  below.  The  prices  charged 
for  miner *s  oil  are  lower  than  stated  by  Mr.  Clark. 

The  statement  that  lubricating  oil  is  received  in  barrels  with  blank  heads  and 
shipped  out  to  meet  the  requirements  of  the  trade  without  regard  to  the  actual 
contents  is  untrue  and  absurd. 

The  statement  that  gasoline  was  mixed  with  turpentine  is  also  false.  Any  buyer 
can  detect  such  adulteration  of  turx)entine  instantly  by  the  use  of  an  ordinary 
hydrometer,  which  all  druggists  keep.     (402, 495.) 

Mr.  Davis  gives  evidence  tending  somewhat  to  confirm  that  of  Mr.  Clark.  He 
states  that  most  refineries  have  a  department  in  charge  of  an  expert  who  com- 
ponnds  mineral  oils  with  animal  oils  and  makes  various  extractions  from  paraffine. 
There  are  wide  differences  in  grade  of  such  compounded  oils,  and  there  is  much 
opportunity  for  experience  and  skill.  It  is  possible  for  oils  of  practically  the  same 
quality  to  be  sold  at  very  different  prices.  The  witness  believes  that  the  Argan 
Refining  Company  sold  a  Quality  of  lubricating  oil  at  70  or  80  cents  which  was 
practically  identical  with  that  sold  by  his  company  at  22  or  23  cents.     (356, 358.) 

4.  Copying  of  brands,  etc. — Mr.  Westgate  testifies  that  he  is  manufacturing  a 
hi^h  quality  of  oil  known  as  Sunlight.  The  Standard  Oil  Company  has  copied 
this  brand  for  sale  in  New  York  State,  putting  its  own  name  on  the  barrels.  At 
Fnlton.  N.  Y.,  the  Standard  Oil  Company  estaolished  two  retail  peddlers  to  com- 
pete with  one  who  had  been  purchasing  oil  from  the  witness.  They  were  furnished 
with  oil  refined  by  the  witness,  and  it  was  offered  to  customers,  under  the  brand 
put  on  it  by  the  witness,  at  a  reduced  price.  This  oil  was  probably  obtained  from 
the  Merchants'  Refining  Company  of  Buffalo,  to  which  a  shipment  had  been 
made  a  little  time  before  by  the  witness.     (306,  369.) 

Replying  to  the  above  statement  of  Mr.  Westgate,  Mr.  Archbold  testifies  that 
on  careful  investigation  he  finds  that,  so  far  from  the  Standard  Oil  Company  using 
Mr.  Westgate's  brands,  the  opposite  is  the  case.  The  Standard  had  long  been 
iising  yellow  barrels  in  certain  territory,  and  when  Mr.  Westgate  be^antodo  busi- 
ness there  he  used  the  same  color,  with  a  view  to  thereby  furthering  his  trade. 
Mr.  Archbold  denies  absolutely  the  charge  of  copying  brands.     (549,  550.) 

Mr.  Davis  also  testifies  that  the  refinery  in  which  he  was  interested  at  Marietta 
loade  sjiecial  brands  of  oil  for  particular  customers.  It  sometimes  found  that 
these  names  were  used  by  other  refineries,  apparently  for  the  purpose  of  taking 
away  trade.  At  one  time  a  shipment  of  oil  to  the  Cleveland  and  Marietta  Kail- 
road  was  made,  and  it  was  later  discovered  that  several  of  the  barrels  contained 
5  or  6  gallons  of  water  each.  These  had  the  brand  of  the  witness's  refinery,  but 
he  has  the  impression  that  they  had  been  substituted  by  competitors  for  the  purpose 
of  injuring  his  trade,  or  else  that  the  water  had  been  put  in  by  a  competitor.  (357, 
358:  see  statement  of  Mr.  Archbold  as  to  character  of  witness,  p.  123,  footnote.) 

X.  Competition  in  fbrei^  markets. — Mr.  Lee  testifies  in  some  detail  as  to  the  con- 
ditioni}  of  competition  in  foreign  markets,  especially  Germany,  his  evidence  being 
wnfirmed  by  less  detailed  statements  of  Mr,  Westgate. 

Prior  to  1895  the  Standard  Oil  (Company  had  cut  prices  abroad  so  that  export 
oil  was  sold  in  New  York  below  the  cost  of  crude  at  the  refinery.  The  inde- 
pendents had  long  been  marketing  oil  in  Germany  through  a  man  named  Poth, 
out  he  sold  out  to  the  Standard  in  1896.  The  Standard  used  unfair  methods  of 
competition,  tying  up  all  the  tankage.  To  enable  the  independents  to  com- 
pete, the  Pure  Oil  Company  was  organized,  and  the  refineries  agreed  to  .sell  it  oil  at 
cost,  leaving  to  it  the  marketing  of  oil  abroad.  It  erected  stations  at  Hamburg 
and  Rotterdam,  is  erecting  one  at  Mannheim,  and  it  has  rented  one  at  Amster- 
dam. It  has  its  own  tank  steamers  and  tank  cars,  and  is  now  doing  a  profitable 
basiness,  prices  in  Europe  being  reasonable.  Mr.  Lee  states,  though  he  does 
not  clearly  explain  the  method,  that  the  German  government  prevents  excessive 
competition,  because  it  will  not  allow  business  to  be  conducted  at  a  loss.  This 
statement  is  made  on  the  basis  of  experience  of  Mr.  Poth  and  of  the  agents  of  the 
Pare  Oil  Company.    (Lee,  273-278;  Westgate,  380,  381.) 

Mr.  Emery  also  describes  the  comjyetition  of  the  Standard  Oil  Company  with 
the  independents  in  Oermany.  After  the  Standard  had  bought  out  Mr.  Poth,  Mr. 
Emery  was  sent  to  Germany  by  the  index)endents,  and  immediately  let  a  contract 
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for  the  construction  of  tanks  in  Amsterdam.  In  Hamburg  the  legislative  body 
passed  a  law  furnishing  ground  on  which  to  build  tanks.  The  Russians  suffered 
equally  with  the  Americans  from  the  competition  of  the  Standard  Oil  Company. 

Mr.  Emery  likewise  testifies  that  the  government  of  Germany  in  some  way 
secures  to  all  competitors  fair  conditions  and  prevents  unfair  competition,  but  he 
is  not  certain  as  to  the  precise  method  by  which  this  is  done.  In  1895  he  went 
with  Mr.  Poth,  the  agent  of  the  independents  in  Germany,  before  the  imperial 
ministry  at  Berlin  to  make  complaint  of  the  fact  that  oil  was  being  sold  on  the 
Rhine  at  from  1^  to  2  cents  a  gallon  less  than  on  the  Elbe.  Mr.  Emery  also  had 
a  conference  at  St.  Petersburg  with  the  prime  minister  of  Russia  and  with  Mr. 
Nobel,  the  great  Russian  oil  producer.  Their  views  agreed  with  those  of  the  inde- 
pendent American  refiners — ^that  they  were  suffering  unfair  competition  in  Ger- 
many, and  that  they  desired  to  see  it  rectified.  Tfie  independents  have  secured 
an  official  permission  from  the  German  government- to  sell  oil,  being  required  to 
file  their  American  charter  and  being  subject  to  a  certain  supervision,  the  precise 
nature  of  which  Mr.  Emery  does  not  know.     (616, 617, 623.) 

Mr.  Archbold  declares  tnat  Mr.  Lee's  statements  concerning  governmental  con- 
trol of  competition  in  Germany  are  "silly."    (532.) 

According  to  Mr.  Archbold's  testimony,  below  quoted  under  the  heading '  *  Crude 
oil "  (p.  143) ,  the  prices  of  refined  oil  are  constantly  kept  in  substantially  the  same 
relation  to  those  of  crude,  although  there  are  sometimes  variations  one  way  or 
the  other.  In  reply  to  a  question  as  to  whether  refined  oil  was  not  sometimes 
sold  at  the  seaboard  at  less  than  the  price  of  crude,  Mr.  Archbold  said.  '*  I  should 
say  that  is  a  very  exceptional  case.  I  do  not  recall.  *  *  *  In  competing  with 
the  Russians  at  certain  times  for  certain  markets ,  we  have  made  prices  for  refined 
that  were  as  low  as  the  crude  product  ♦  *  *  but  they  have  been  very  excep- 
tional cases,  and  it  is  not  the  case  to-day."  These  cuts  have  been  made  especially 
in  the  far  east,  and  the  company  has  relied  on  the  profits  from  by-products  to  offset 
them.     (571 ,  572;  see  also  Boyle,  438. ) 


V.  OUTPUT  AND  PRICES  OF  RBFINED  OIL,  PROFITS,  COST  OF 

REFINING,  ETC. 

A  MonopoliBtie  character  of  the  Standard  (Ml  Company. — 1.  Oenerally, — There  is  a  gen- 
eral consensus  among  the  opponents  of  the  Standard  Oil  combination  that  it  has 
a  sufficient  control  of  the  markets  for  refined  oil  to  practically  constitute  a 
monopoly.  The  business  of  independent  refiners  is  confined  to  a  few  sections  of 
the  country,  and  the  larger  proportion  of  their  oil  is  sold  abroad.  It  was  testified 
that  the  Standard  Oil  Company  now  controls  from  90  to  95  per  cent  of  the  busi- 
ness of  refining.  Mr.  Lockwood  declared  that  the  independent  refiners,  including 
the  Ohio  field,  handle  about  4  per  cent  of  the  oil  product.  (Lee,  272,  286 ;  Lock- 
wood,  401.) 

Mr.  Phillips  declares  that,  although  the  Standard  Oil  Company  has  no  legal 
advantages  under  the  laws  incorporating  it,  it  has  practically  been  able  to  monopo- 
lize the  oil  business.  Controlling  at  least  80  per  cent  of  the  business  of  refining, 
it  is  able  largely  to  fix  prices.  The  witneas  believes  that  but  for  the  Standard  the 
public  would  have  been  better  served,  at  lower  prices.     (596,  600.) 

Mr.  Archbold  submitted,  in  reply  to  the  evidence  of  Mr.  Lockwood  and 
others,  the  following  statement  showing  the  amount  and  proportion  of  oil  refined 
in  the  United  States  by  the  Standard  Oil  Company  and  oy  other  refiners  during 
the  years  1894  to  1898,  inclusive.     (560.) 


Standard  Oil  Co. 

Others. 

Total. 

Year. 

Barrels. 

Per  oent 
of  total. 

Barrels, 

Per  cent 
of  total. 

Barrels. 

1894 

18.118.933 
18,.'U8,a51 
16.;m,161 
18.141.479 
19,999,939 

8L4 
81.8 
82.1 
82.4 
83.7 

4,145.233 
4,084,720 
3.ri68,719 
3,876,706 
«j,  9L4. 999 

18  6 

9»  9€iL    ^PA 

1885 

18  2         S8  Ai»  ?'?» 

1896 

17.9 
17.6 
16.3 

19.910,880 
22.018.185 
23.914.938 

1897 

1898 

Total 

90,949,563 

82.3 

19,591,376 

17  7 

Iin  <«jn  cm 

2.  Competing  refineries.— ■'Kr,  Davis  testifies  that  there  are  about  12  or  15  inde- 
pendent refineries  in  Pennsylvania.  They  are  not  formally  combined,  but  have 
common  interests  in  pipe  lines.    They  refine  about  one-tenth  of  the  oil.     (380, 381 . ) 


STANDARD  OIL  COMBINATIONS: — OUTPUT   AND   PRICES.  123 

Mr.  LiEB  and  Mr.  Emeby  testify  that  the  varions  independent  refiners  are  not 
at  all  directly  connected  with  one  another,  althong^h  each  owns  stock  in  the  vari- 
ons independent  pipe  lines  and  in  the  Pnre  Oil  ComxHmy ,  which  markets  a  part  of 
their  production  aoroad.  It  has  been  jproposed  to  combine  the  refineries  com- 
pletely. The  Producers  and  Refiners  Pipe  Line  sells  oil  to  the  independent  refin- 
ers, the  United  States  Pipe  Line  conveys  their  oil  to  the  seaboard,  and  the  Pare  Oil 
Company  bnys  oil  from  them.  Any  dividends  of  these  companies  go  to  the  refin- 
ers as  far  as  they  are  stockholders.  The  separate  refiners  market  their  own  oil  to 
a  considerable  extent.  Some  of  them  have  stations  and  special  agents,  bnt  most 
sell  to  ordinary  merchants. 

Mr.  Emert  adds  that  the  varions  independent  refiners  compete  actively  with 
one  another,  both  in  the  domestic  and  in  the  foreign  trade.  Although  part  of  the 
export  oil  is  sold  through  the  Pnre  Oil  Company,  the  refiners  also  sell  separately 
in  almost  every  European  country.     (Lee,  290,291;  Emery,  656,  657.) 

Mr.  MoNNBTT  testifies  that  the  Standard  Oil  Company  has  practically  no  oppo- 
sition in  Ohio  from  competing  pipe  lines  or  refineries.  He  believes  that  Sconeld, 
Sbormer,  and  Teagle  have  some  arrangement  by  which  they  are  allowed  to  sur- 
vive. Other  apparently  competing  companies  are  under  the  control  of  the 
Standard  Oil  Company  in  one  way  or  another.     (318,  325,  326.) 

Replying  to  this  testimony  (on  the  hypothesis  that  Mr.  Monnett  includes  in 
Ins  statement  the  production  of  crude  petroleum,  as  well  as  its  transportation  and 
refining) ,  Mr.  Archbold  testifies  that  in  the  Lima  district  alone  there  are  more 
than  1,600  companies,  partnerships,  and  individuals  engaged  in  producing  oil,  in 
which  the  Standard  Ou  Company  has  absolutely  no  interest  whatever.  There  are 
8  large  active  concerns  refining  oil,  which  the  witness  names,  besides  several 
8inaller  concerns.  These  companies  during  5  years,  from  1894  to  1898,  have  done 
a  business  of  14,647,949  barrels.     (543-^46. ) 

Mr.  Lee  refers  to  the  list  of  independent  refineries  published  in  the  report  of 
the  Committee  on  Manufactures  in  1888.  Of  these  he  is  aware  that  the  following 
have  been  absorbed  by  the  Standard  Oil  Company:  New  York,  Borne,  Scrymser 
&  Co.,  Lombard,  Ayers  &  Co.;  Pittsburg,  Bear  Creek  Refining  Company,  Globe 
Refining  Company;  Oil  City,  Keystone  (torn  down);  Franklin,  most  of  the  refin- 
eries shut  down;  Bradford,  no  refineries  now  in  existence;  Parkersburg,  one 
absorbed  by  the  Standard;  Titusville,  Schwartz's,  National,  and  Western  refin- 
ei-ies  combined  into  Union  Refining  Company,  absorbed  by  Standard  and  torn 
do^m,  also  International  Works  torn  down;  Philadelphia,  Bosshart  &  Wilson. 
The  Standard  Oil  Company  has  also  leased  a  number  of  refineries  at  high  rates 
and  then  shut  them  down,  thus  paying  a  bonus  for  idleness.  The  purpose  is  to 
check  competition.     ( 270-272. ) 

Mr.  Davis  was  largely  interested  in  a  small  refinery  at  Marietta,  Ohio.  It 
handled  chiefly  Macksburg  oil,  which  is  rich  in  paraffine  and  lubricants.  These 
had  been  sold  m  considerable  amounts  to  the  Baltimore  and  Ohio  Southwestern 
Railroad,  but  its  managers  became  interested  in  the  Argan  Refining  Company,  at 
Marietta,  and  the  withdrawal  of  its  patronage,  together  with  discriminations  in 
rates,  which  the  witness  believes  to  lutve  existed,  led  largely  to  the  closing  of  his 
refinery.  A  further  diflSculty  was  that  the  Buckeye  Pipe  Line  Company  charged 
3.5  cents  per  barrel  for  piping  oil  from  wells  owned  by  the  witness  and  his  asso- 
ciates in  the  Coming  field,  40  miles  distant.  The  railways  also  charged  a  similar 
rate  for  hauling  crude  oil  from  the  field  to  the  refinery.^     (351 -.'358. ) 

3-  Colorado  refineries, — In  evidence  before  the  subc^ommission  on  mining  in 
Colorado,  it  was  brought  out  that  the  refineries  handling  the  product  of  the  oil 
field  in  that  State  are  forced  to  sell  all  their  output  to  a  distriouting  company, 
which  is  only  a  branch  of  the  Standard  combination.  Mr.  Archbold,  when  Ques- 
tioned on  this  subject,  stated  that  there  was  certainlyno  compulsion, as  had  oeen 
charged,  upon  the  refiners  to  sell  to  the  Standard.  He  declared  that  he  was  not 
familiar  with  the  subject,  but  the  act  must  be  voluntary.  Mr.  Boyle  also  stated 
that  he  was  not  familiar  with  the  situation  in  Colorado,  although  he  has  under- 
.stood  that  the  Standard  does  not  itself  refine  the  product  of  that  field,  but  buys 
the  output  of  the  other  refineries.     (Boyle,  384;  Archbold,  579.) 

4.  Control  by  Standard  in  Canada. — Mr.  Gall,  who  is  a  wholesale  oil  dealer  at 
Montreal,  testifies  that  the  total  amount  of  refined  oil  products  manufactured  in 


>  Mr.  ARCHBOL.D  testifies  that  Mr.  Davis  has  had  practically  no  experience  in  reflnin;?  oil.  He 
has  an  interest  in  a  "  little  alleged  refinery  at  Marietta."  He  sought  to  sell  this  propi^rty  to  the 
Standard  Oil  Company,  which  declined  to  buy  on  the  ground  that  it  was  of  no  value  to  it. 
After  his  appearance  taeifore  the  Industrial  Commission  Mr.  Davis  again  offered  to  sell  the  prop- 
erty to  the  {Standard  Oil  Company.  Mr.  Archbold  submitted  a  letter  from  him  regarding  this 
nroposition,  dated  Jnly  13, 18w,  together  with  the  reply  of  Mr.  Arch]x>ld  declining  to  purchase 
m&  property.    (5i&.) 
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Canada  in  1898  was  21 ,153,192  gallons,  of  a  valne  of  $1 .738,293.  The  Standard  OU 
Company  in  Jnly  or  August,  1898,  secured  complete  control  of  all  the  refineries 
in  Canada,  of  which  there  were  5  then  in  operation  and  4  temporarily  closed.  All 
of  these  except  the  former  Imperial  Oil  Company  plant  and  one  at  Samia  have 
been  dismantled.  Mr.  Gall  believes  it  x>ossible,  however,  that  these  ensting  refin- 
eries have  almost  as  great  capacity  as  the  old  ones,  and  sufficient  to  refine  the 
entire  Canadian  production  of  crude  oil.  In  fact,  owing  to  the  tariff  of  5  cents 
per  gallon  on  the  importation  of  oil,  it  is  much  cheaper  for  the  Standard  to  refine 
oil  in  Canada.     (673.) 

Mr.  Gall  testifies  further  that  his  company  formerly  handled  largely  Canadian 
oil,  but  that  since  the  Standard  Oil  Company  secured  control  of  the  refineries 
there  it  has  been  impossible  for  his  company  or  any  other  organization  to  obtain 
oil  from  the  Standard  Oil  Company  except  by  promising  to  buy  exclusively  from 
it.  •  The  Standard  Oil  Company  has  2  or  3  times  sent  men  to  the  Gall-Schneider 
Company  making  such  a  proposition  for  exclusive  patronage  of  the  Standard. 
(677,678.) 

Mr.  Archbold  te$?tifies  that  the  condition  of  the  refining  business  in  Canada 
has  been  very  much  disorganized;  that  the  Standard  Oil  (Company  has  compara- 
tively recently  entered  the  field,  and  that  it  now  is  doing,  he  thinks,  about  75  per 
cent  of  the  refining  in  Canada.     (572.  575.) 

5.  Purchase  of  refineries  by  Standard  Oil  Company. — Mr.  Lke,  Mr.  Westoate, 
and  Mr.  Emery  all  testify  concerning  the  recent  attempts  of  the  Standard  Oil 
Company  to  buy  out  competing  refineries.  One  main  purpose  in  this  attempt  ia 
to  secure  the  stock  held  by  those  refineries  in  the  United  States  Pipe  Line  and  the 
other  independent  pipe-line  organizations.  Quite  high  prices  have  often  been 
offered  for  these  properties,  but  in  most  cases  the  owners  have  declined  to  sell, 
largely  as  a  matter  of  sentiment,  even  though  they  expected  to  be  driven  into 
bankruptcy  from  long-continued  losses  through  the  competition  of  the  Standard 
Oil  Company.  Offers  have  been  made,  Mr.  Lee  believes,  to  all  of  the  independent 
refineries. 

Three  large  independent  refineries  in  the  oil  regions  have  been  bought  out  since 
1895  by  the  Standard  Oil  Company  and  have  been  dismantled.  One  of  these 
belonged  to  Mr.  Ramage.  another  was  the  National  Refining  0)mpany,  and  the 
third  the  Continental  Refining  Company.  All  of  these  were  first  class  and 
modem,  but  they  have  been  entirely  dismantled.  To  destroy  them  thus  was  a 
waste  of  capital  which  it  had  taken  years  to  build,  and  the  purpose  of  the  Standard 
Oil  Comjmny  was  undoubtedly  to  destroy  their  competition  as  well  as  to  injure 
the  indei)endent  pipe  lines.  All  of  these  refineries  had  contracts  to  take  oil  from 
these  pipe  lines,  and  the  withdrawal  of  their  patronage  has  involved  a  serious 
loss,  since  it  costs  little  more  to  handle  a  larger  quantity  of  oil  through  the  pipe 
lines.  The  Standard  declined  t^>  sell  any  of  the  material  of  the  dismantled  plants 
to  other  independent  refineries.     (Lee,  288,  290:  Weatgate,  370,  371;  Emery,  657.) 

Mr.  Archbold  admits  that  the  Standard  Oil  Company  has  frequently  purchased 
and  dismantled  plants  of  its  competitors: 

'*  We  have  at  times  lx)ugbt  rc^fineries  with  the  expectation  of  succeeding  to  the 
volume  of  business  done  by  them.  We  have  imiversally  replaced  the  capacity 
of  these  refineries  by  better  ones  and  better-equipped  construction  at  more  favor- 
able points.  We  would  not  buy  refineries  and  dismantle  them  for  the  pleasure  of 
doing  it."' 

"Q.  Incidentally,  in  connection  with  that,  it  might  be  a  more  convenient  way 
of  holding  your  market  in  a  locality  where  competition  would  figure? — ^A.  Pre- 
cisely." 

Mr.  Archbold  testifies  further  that  the^urchase  of  refineries  in  Titusville  was 
no  exception  to  the  alx)ve  statement.  The  Standard  Oil  Company  utilized  the 
property  of  one  of  these  refineries  in  establishing  a  plant  in  Puerto  Rico  and  of 
another  in  est^iblishing  one  in  Kansas.  There  is  at  all  times  an  excess  of  capac- 
ity in  the  refineries  of  the  country,  and  the  sole  purpose  in  abandoning  any  plant 
is  to  conduct  the  business  at  a  point  where  it  can  be  more  economically  done, 
(572. ) 

Mr.  Davis  states  that  the  Argan  Refining  Company,  at  Marietta,  was  recently 
leased  to  one  of  the  branches  of  the  Standard  Oil  Company  at  6  per  cent  on 
$200,000  for  10  years.  The  owners  have  since  practically  sold  out  to  the  same 
parties,  this  ai)parently  being  due  to  the  suit  brought  against  them  for  joining  the 
trust.  The  witness  believes  that  he  could  put  up  as  good  a  plant  for  $75,000,  but 
he  does  not  think  that  the  Standard  Oil  Company  often  pays  high  prices  for  com- 
I)eting  plants.  He  believes  that  Scofield,  Shurnier  &  Teagle  are  making  profits. 
(351-353,361,302.) 

6.  Control  of  competition  by  pipe  lines. — Several  witnesses  testify,  directly  or 
by  implication,  that  one  of  the  chief  means  l)y  which  the  Standard  Oil  Company 
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has  l)ee]i  enabled  to  drive  ont  competitors  has  been  its  control  of  the  -pipe  lines  for 
handling  crade  oil.  Compare  on  this  subject  the  testimony  under  the  headings: 
Pipe  Lines  (pp.  105. 106);  Kailway  Discriminations  (pp.  152-155. ) 

Mr.  Davis,  who  is  interested  in  wells  in  the  new  (Joming  field  near  Marietta 
and  in  a  refinery  at  Marietta,  testifies  that  the  price  of  the  Coming  oil  is  fixed  by 
the  pipe  line  at  17  cents  less  than  Macksbnrg  oil,  although  it  is  in  some  ways  of  as 
gooa  quality.  The  witness  desired  to  pipte  oil  from  his  wells  to  the  refinery  at 
Marietta,  but  was  charged  35  cents  per  barrel  pipage,  the  ordinary  rate  throughout 
the  oil  fields  being  20  cents.  Practically  he  was  forced  to  sell  oil  at  the  Corning 
field  to  the  pipe-line  company  and  to  buy  from  it  oil  of  about  the  same  (luality  at 
17  c^nts  more.  This  was  one  means  used  by  the  Standard  Oil  Company,  appar- 
ently, to  drive  his  refinery  out  of  business.     (352,  353.) 

7.' The  Matthews  case, — ^Mr.  Lockwood  refers  to  the  case  of  Mr.  Matthews,  of 
Buffalo,  and  the  alleged  conspiracy  of  the  Standard  Oil  Company  to  blow  up  his 
refijiery,  but  does  not  state  tne  facts  in  detail.  He  refers  to  the  fact  that  Mat- 
thews s  partner,  who  had  been  bribed  to  betray  him,  was  kept  under  cover  for  4 
years,  with  an  assumed  name,  but  finally  confessed  to  Matthews.  Matthews 
secured  verdicts  for  $270,000  against  the  Standard  Oil  Company  in  civil  damage 
suite,  but  his  creditors,  under  the  receivership  to  which  he  was  forced  to  submit, 
had  to  settle  for  $17,000.     (389. ) 

Mr.  Archbold  submits  a  detailed  statement  of  the  facts  concerning  the  case 
referred  to  by  Mr.  Lockwood.  In  1881  Matthews  and  two  others  were  confiden- 
tial employees  of  the  Vacuum  Oil  Company,  whose  chief  officers  were  H.  B.  and 
C.  M.  Everest.  The  Standard  Oil  Company  was  interested  in  the  stock  of  this 
company,  but  had  no  control  of  its  af&irs.  Matthews  and  his  associates  con- 
spired to  leave  the  employ  of  the  Vacuum  Oil  Company  and  to  establish  a  small 
business  in  Buffalo,  taking  advantage  of  their  knowledge  of  the  processes  and 
patrons  of  the  Vacuum  Oil  0>mpany,  and  expecting  that  that  company  would  be 
farced  to  buy  them  out.  The  Vacuum  Company  brought  suit  for  infringement 
of  its  patents.  At  this  time  one  Miller,  who  nad  left  with  Matthews,  was  reem- 
ployed, at  his  own  solicitation,  by  the  Vacuum  Company.  Later,  however,  he 
again  left  this  company,  went  over  t'O  Matthews,  and  through  his  statements  an 
indictment  was  brought  by  the  grand  jury  against  all  the  directors  of  that  company , 
charging  it  with  conspiracy  against  the  Buffalo  concern.  The  balance  or  evi- 
dence in  the  case  was  overwhelmingly  in  favor  of  the  Vacuum  Company.  The 
judge  held  that  there  was  not  any  evidence  against  the  directors  belonging  to  the 
Standard  Oil  Company  and  directed  the  jurv  to  acquit  them,  but  Messrs.  Everest 
were  held  guilty  by  the  jury,  plainly  under  tne  influence  of  the  plea  of  the  district 
attorney.  Mr.  Archbold  decuires  that  all  the  charges  concemmg  the  attempted 
blowing  up  of  the  Buffalo  works  are  the  purest  fiction,  and  submits  a  copy  of 
an  affidavit  signed  during  1888  by  6  of  the  jurors  in  the  case,  stating  that  it  was 
not  their  intention  individually,  nor,  as  they  believe,  the  intention  or  the  jury  as 
a  body,  to  hold  the  defendant  guilty  of  conspiracy  to  destroy  the  Buffalo  works, 
but  that  the  conviction  was  based  on  the  enticement  of  Miller  from  the  employ  of 
that  company.  These  jurors  also  recommended  that  the  punisliment  be  limited 
to  fine  without  imprisonment.  A  note  is  appended  to  the  signature  of  one  of  the 
six,  sajang  that  he  swore  to  the  recommendation  only. 

The  statement  that  Matthews  secured  civil  verdicts  for  $270,000  is  untrue.  He 
brought  a  suit  for  $30,000,  and  the  judge  set  aside  the  verdict  of  the  jury  granting 
that  amount  as  excessive.  He  later  brought  suit  for  $250,000,  which  was  never 
brought  to  trial.  Mr.  Archbold  does  not  know  concerning  any  settlement  that 
may  nave  been  made  of  this  suit  out  of  the  courts.     (554-556.) 

B.  EffiMt  of  oombuiation  <m  prioM.— -1.  General  statistics. — All  the  witnesses  testify- 
ing in  opposition  to  the  Standard  Oil  combination  express  the  opinion  that  it  has 
not  reduced  the  price  of  refined  oil  as  compared  with  crude  oil  to  any  such 
degree  as  would  be  the  case  under  open  competition.  They  especially  argue 
that  care  must  be  exercised  against  the  fallacv  of  failing  to  distinguish  between 
the  reduction  of  the  price  itself,  which  depenos  largely  on  the  price  of  crude  oil, 
and  that  of  the  margin  between  refined  and  crude.  The  reduction  of  this  margin 
is  generally  admitted,  but  it  is  declared  to  be  by  no  means  commensurate  with  the 
improvements  in  the  processes  of  refining.  The  greatly  improved  uses  of  by- 
pfToducts  are  esx>ecially  pointed  out  as  having  made  possible  a  much  greater 
reduction  in  prices. 

On  this  point  of  the  the  effect  of  combination  on  prices,  reference  should  be 
made  to  the  table  showing  the  prices  of  crude  and  refined  oils  on  pages  137  and 
138  (noting  that  about  2^  cents  per  gallon  is  to  be  subtracted  from  tne  price  of 
refined  oil  as  representing  the  value  of  the  barrel).  A  clear  view  is  obtamed  by 
consnlt  ing  the  diagram  in  the  Introduction. 
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It  is  to  be  observed  especially  that  the  prices  of  refined  oil  given  in  the  tables 
ordinarily  quoted  are  the  exxwrt  prices  at  New  York.  Export  oil  is  of  a  somewhat 
lower  grade  than  the  water-white  oil  used  in  this  country. 

According  to  Mr.  Boyle's  testimony  there  are  no  satisfactory  records  showing 
the  price  of  water-white  oil  in  this  country.  The  price  varies  from  place  to  place 
according  to  the  cost  of  transportation,  sx)ecial  contracts,  etc.  The  witness 
believes  that  if  it  were  possible  to  find  some  one  standard  market  in  this  country 
where  a  record  has  been  kept  of  the  prices  of  a  standard  g^rade,  such  as  water- 
white  oil,  from  year  to  year,  these  figures  would  give  a  fair  basis  for  judging  the 
influence  of  the  Standard  Oil  Company  upon  American  consumers.  Cincinnati 
was  suggested  as  a  point  where  sucn  records  had  been  to  some  extent  maintained. 
(447,  448.) 

2.  statements  of  opponents  of  comJtdnation, — In  addition  to  the  general  opinions, 
above  referred  to,  as  to  the  effect  of  the  Standard  combination  on  prices,  specific 
statements  were  made  as  follows: 

Mr.  Lee  believes  that  the  cost  of  refining  has  fallen  during  the  past  20  or  25 
years  from  2^  cents  to  one-half  cent  per  gallon,  while  the  margin  of  difference 
between  crude  and  refined  has  fallen  little.  The  prices  for  refined  oil  fixed  by  the 
Standard  are  not  based  on  the  cost  of  refining  or  of  crude  oil,  but  are  entirely  arbi- 
trary. To  a  considerable  extent,  probably,  it  sells  oil  ahead  and  afterwards  puts 
up  the  price  of  crude,  so  that  its  competitors  will  not  be  able  to  meet  its  prices  for 
refined.     (275, 276.) 

Mr.  Rice  declares  the  claim  that  the  Standard  Oil  Company  has  reduced  the 
price  of  refined  oil  to  be  absurd.  Mr.  Thurber's  comments  on  this  x>oint  (p.  129) 
pay  practically  no  attention  to  the  infiuence  of  the  price  of  crude  oil  upon  refined. 
There  was  a  reduction  in  the  price  of  refined  oil  from  61  i  cents  in  1861  to  26^  cents 
in  1870,  before  the  Standard  Oil  Company  came  into  existence.  Mr.  Rice  also 
dwells  upon  the  great  difference  between  the  price  of  export  oil  and  that  which 
domestic  consumers  have  to  pay.  During  the  severe  competition  in  foreign  mar- 
kets in  1896  the  price  of  renned  oil  to  retail  dealers  in  New  York  was  9^  cents 
per  gallon,  and  that  of  export  oil  4^  cents  i)er  gallon.  In  1892  oil  was  selling  in 
Texas,  Utah.  Idaho,  and  other  Western  States  at  four  times  the  exi)ort  price,  and 
in  many  nearer  States,  such  as  Missouri  and  South  Carolina,  at  double  tne  export 
price.     (733,  734.) 

Mr.  Page  declares  that  it  is  unfair  for  Mr.  Rice  to  compare  the  export  prices 
of  oil,  which  are  prices  practically  at  the  mouth  of  the  refinery,  with  those  at 
distant  points,  where  the  freight  rates  and  expenses  of  distribution  are  high.  He 
says  that  it  is  the  general  policy  of  the  Standard  to  reduce  the  cost  of  refining 
in  every  way  and  to  sell  as  cheaply  as  possible,  with  a  view  to  increasing  the 
demand  of  the  consumers  by  lower  prices.     (791.) 

Mr.  Westoate  testifies  that  the  reductions  in  the  price  of  refined  oil  are  not 
due  simply  to  the  advantages  of  the  Standard  Oil  Company  in  production.  In  the 
early  days  the  by-product&— benzine,  gasoline,  tar,  etc. — were  entirely  worthless. 
They  constitute  about  20  per  cent  of  the  crude  product  and  are  now  worth  about 
as  much  as  refined  oil.  The  quotations  of  prices  ordinarily  given  are  those  in 
barrels  at  the  seaboard.  The  barrels  were  formerly  worth  $2  or  $3,  now  88  cents, 
which  makes  a  difference  of  about  2  or  4  cents  per  gallon  in  the  price  of  oil.  The 
export  price,  moreover,  gives  no  information  as  to  the  average  prices  received 
in  this  country.  When  a  cut  is  made  in  the  export  oil  it  may  easily  be  offset  by 
increasing  prices  of  domestic  oil.  Nevertheless,  the  witness  believes  that  the 
Standard  Cdl  Company  employs  the  best  brains  in  manufacturing  oil  and  has 
brought  forward  many  improvements  and  inventions.  But  if  the  company  now 
possesses  any  superior  methods,  the  independent  refiners  do  not  know  it.  The 
independents  can  produce  as  good  goods,  and  as  economically,  the  witness  believes, 
as  the  Standard  Oil  Company.     (371,  372.) 

Mr.  Emery  believes  that  the  people  generally  would  get  oil  at  50  per  cent  less 
than  at  present  if  there  were  active  competition  over  the  entire  country.  In 
another  place  he  estimates  that  European  consumers  get  their  oil,  quality  con- 
sidered, 25  per  cent  cheaper  than  the  average  American  consumer. 

The  witness  has  bought  refined  oil  in  California  in  cans  at  20  cents  per  gallon, 
of  precisely  the  same  quality  that  he  was  selling  at  his  factory  in  Pennsylvania 
for  4^  cents.  Similarly  he  has  bought  gasoline  at  25  cents  per  gallon  of  a  kind 
which  he  was  selling  at  4  cents.  The  freight,  according  to  open  rates,  from 
Pennsylvania  to  the  Pacific  coast  is  about  6i  cents  per  gallon,  allowing  for  leak- 
age and  other  losses,  so  that  oil  might  be  sold  there  at  from  10  to  12  cents  per 
gallon.  The  witness  does  not  know  what  proportion  of  the  prices  charged  was 
the  retail  dealer's  profit.    (629,  632,  633.) 
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Mr.  MoNNETT  admits  that  the  Standard  Oil  Comxiany  has  taken  advantage  of 
various  improvements  in  production  and  transportation — pipe  lines,  tank  cars, 
development  of  by-producte,  etc. — but  declares  tnat  it  can  no  more  claim  to  have 
reduc^  prices  by  its  own  efforts  than  to  have  reduced  the  price  of  calico  from  75 
cents  to  4i  cents  per  yard.  It  has  been  profiting  by  many  millions  through  non-com- 
petitive prices,  notwithstanding  such  general  decrease  in  price.     (317,  318, 323. ) 

3.  Canada. — Mr.  Gall  submitted  a  statement  of  the  prices  which  he  iMiid  for 
refined  oil  at  St.  Johns,  Quebec,  before  and  after  the  Standard  Oil  Company 
secured  control  of  the  refineries  of  Canada  (August,  1898).  The  price,  delivered, 
ranged  from  11  to  14f  cents  between  September,  1892,  and  June,  1899.  At  the 
latter  date  it  was  13^.  Since  then  the  Standard  Oil  Company  has  raised  the  price 
to  17|  cents.  The  price  of  crude  oil  in  Canada  has  not  risen  with  such  rapidity  as 
in  the  United  States.  During  1898  it  stood  at  $1 .40  per  barrel,  and  in  June,  1899,  at 
$1.45.  It  has  since  been  raised  to  $1 .60,  but  this  represents  an  increase  of  only  one- 
half  cent  per  gallon  during  a  time  when  refined  nas  been  raised  4  cents.  The 
increase  in  the  price  of  crude  has  been  made  with  a  view  to  encouraging  produc- 
tion, since  it  is  cheaper  for  the  Standard  to  refine  Canadian  oil,  on  account  of  the 
tariff  on  i mportation.     ( 674 ,  679. ) 

Mr.  Gall,  attributes  the  high  prices  of  oil  in  Canada  largely  to  the  tariff  on 
refined  oil,  which  is  now  5  cents  per  gallon,  having  been  reduced  somewhat  by 
the  last  Conservative  government  m  1896.  The  present  Liberal  government  has 
promised  to  remove  the  tariff  altogether,  but  has  so  far  failed  to  do  so.  The  tar- 
iff is  excessively  high.  The  cost  of  Ohio  oil  at  Toledo  ranges  from  3  to  5  cents,  so 
that  the  tariff  is  fully  100  per  cent.  The  rates  on  other  commodities  under  the 
Canadian  tariff  are  from  10  to  50  per  cent.  The  only  remedy  for  the  monopoly  of 
the  Standard  Oil  Company  and  the  maintenance  of  excessive  prices  is  the  removal 
of  this  duty. 

Owing  to  the  likelihood  of  the  removal  of  the  Canadian  tariff  on  oil,  it  is  con- 
sidered a  very  risky  investment  to  establish  a  refinery  there  now,  since  without 
the  duty  it  would  be  entirely  unprofitable.  Nevertheless,  the  Standard  Oil  Com- 
pany has  made  enough  profit  from  the  Canadian  business  to  cover  the  cost  of  the 
refineries  it  purchased.     (680-682.) 

4.  General  reply  of  Standard's  defenders. — Replying  to  the  above  testimony 
that  the  Standard  Oil  Company  has  not  lowered  prices  to  consumers,  Mr.  Arch- 
bold  referred  to  the  table  showing  the  comparative  prices  of  crude  and  refined 
oil  since  1870  as  proving  the  contrary  (pp.  187, 138).  He  also  submitted  the  fol- 
lowing tables  showing  the  average  prices  of  oils  in  New  York,  Chicago,  and  Cin- 
cinnati as  proving  the  same  i)oint.     (654-648.) 

Averaae  prices  received  for  deliveries  of  standard  white  illuminating  oils  at  New 
YoTK  City,  Chicago,  III.,  and  Cincinnati,  Ohio,  during  years  1885  to  1809, 
inclusive. 

[Pricies  giyen  are  events  per  gallon  in  bnlk,  exclusive  of  the  package;  2i  cents  jier  gallon  added 

will  give  average  price,  including  barrel.] 

NEW  YORK  CITY. 


Month. 

1 

fear. 

1                   1                                     ' 

1                    1                    1                    1 

1 

1885.11886.  1887.;  1888.  1889,  18«). 

1801.  1893.11893. 

1894.  1895. 

1 

1 
4.03   4..'iO 

I8Ji6.  185)7. 
4.99  3.30 

1898. 

3.05 
3.09 

18W. 

January 

6. 16*  6. 40 

5.(« 

5.  .'ffi 

5.62  4.66 

4.47   3.86 

5. 30 

4  28 

February  

6.  m\  6. 47   5. 5a'  5. 49  5. 57  4. 87   4. 44'  3. 77 

5.01;  4.00  4.421  4.83 

3. 31 

4.34 

March 

5.$it>.  6.12  5.451  5.44i  5.44 

4.63 

4.42 

4.48 

3.88'  4.871  .3.7.31  4.50,  4.78 
.3.77   5.42,  4.92  tt..'w'i,  4  49 

3.43 
3.53 
3.54 

3.80 
3.621 
3.62 

4  01 

April 

6.U3 
6.69 

5.90,  5.09 
5.89]  5.21 

5.55.  5.17.  4.54 
5.54;  5.01   4.40 

4  08 

May 

4.44   3.57!  5.3rj 

4.26,  4.96'  4.0!) 

4. 05 

Jnne 

6.tt>  5.59'  4.73 

5.56'  4.82'  4.;i2 

4.18  3.08   5.10   4.73'  4.551  4.40  3.55 

3.53, 

.'MW 

.luly 

5.88 

5.76  4.85 

5.47   4.81   4.72  4. 13i  3.29;  5.07,  4.29  4,49  3.t«) 

3.31 

3.96' 

August 

6.06 

5.65 

4.71i  4.521  4.81   4.81,  3.96,  3.251  5.09 

3. 88,  3. 79  3. 47 

3.  a) 

4.05 

•"^'ptemher  

6.11 

5.62 

4.67 

4.73*  4.78 

4.81 

4.08 

3.26  4,66 

3.87  3.80  3.:J2  3.14 

4.(e 

a-tol*er 

6..^ 

5.46 

4.61 

4.81 

4.72 

4.85 

3.1»7 

3.27 

4.48 

3.87  3.81   3.70 

3.04 

4.22 

^or«mber 

6.51 

5.41 

4.67 

5.m 

4.8:j  4.87 

3.99  4.09 

4.;w 

3.81 

4.tt5 

3.74 

3. 05 

4.10 

I)«cember 

6.47 

5.43 

4.94 

5.10  4.77 

4.69 

3.70 

4.37 

3.71 

3.78  5.(M5 

■ 

3.44 

3.25 

4. 15 

1 



Total  year 

6.21 

5.77 

5.01 

5.01 

5.01 

4.67 

4.16 

3.61 

4.78 

4.07 

4.5<> 

3.915 

3.31 

3.79 
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Average  prieeit  received  for  deliveries  of  standard  white  illuminating  oils  at  New 
York  City,  Chicago,  III.,  and  Cuicinnati,  Ohio^  etc. — Continued. 

(JHICAGO,  ILL. 


Month. 


Year. 


January    . . 
February . 

March 

April 

May 

Jnne 

July 

August 

September 

October 

November 
December 


1HS5. 

188<5. 

1887. 

4.83 

6.08 

4.88 

'  4.88 

6.00 

4.»0 

5.(T7 

fi.56  4.71 

5.(10 

5.37 

4.74 

4.03 

5. 19 

4.(38 

4.86 

5.(6 

4.70 

1888.1 1880.;  1880.  1881. 


5. 


Total  year 


5.27 
5.51 
5.70 
6.(M 
6.09 


5.40 


98 
»7 
»5 
93 

88 
96 


5.33 


4.59 
4.52 
4.53 
4.50 
4.79 
4.92 


4.67 


5.31 

5.51' 

5.401 

5. 13J 

5.(R 

4.03 

4.92| 

4.70| 

5.03i 

5.  .35; 

5. 18l 

5.01 


5.14 


5.13 

5.22^ 

5.2;}i 

5.17, 

5.(rr, 

5.07 
5.n2i 
5.20 
5.25 
5.23 
5.08 
5.21 


5.03 
4.83 
4.81 

4.81 


4.06 
4.34 
4.04 
4.01 


18gc2.'l883.  1894.' 1885.' 1886.  1807.  1H98.  IHOB. 


5.16 


4.94, 

4.081 

4.82' 

4.06 

4.56 

4.06 

4.30 

3.801 

4.3:3 

4.13 

4.341 

3.97 

4. 971 

4.03 

4.18 

1 

4.(H 

3.82 
3,72, 
3.74I 
3.38 
3.28 
3.28 
3.42 
3.34: 
3.20 
3.38 
3.40 
3.40 


3.51 

2.63 

3.57 

3.47 

3.75 

3.70 

3.65' 

3.601 

3. 64 1 

3.56 

3.63 

3.80 


I 


4.58  4.011  3.48,  3.57 


3.58! 
3.60 
3.67 
3.54. 
3.24 
3.511 
3. 15' 
3. 51 
3.72 
47 
54 

:» 


3. 
3. 
3. 


3.171 

3.60' 

4.08 

4.80 

3  91 

4.06 

3.64 

3.25 

3.26. 

3.74, 

4.41I 

4.89! 


3.57i  3.96 


4.80' 

4.52| 
4.12 
3.80 

3.75; 

3.47 
3  18 
3.251 
3.31. 
3.24 
3.00 
3.13 

3.65 


3.06  2.77  3.18 
3.00  2.82  3.8U 
2.99  2.97  3.60 
3.(»  3.10  3.53 
2.84  3.04  3.58 

2.79  3.04  3.52 

2.77  3.(0  .-. 
2.79*  3.(B   .... 

2.80  3.10; 

2.53  3.43 

2.78  3.49,  .... 
2.80  3.50'  .... 

^^:  3.29 


(UNCINNATI,  OHIO. 


January  ... 
February . . 

March 

April 

May 

Juno 

July 

August 

September 

0<;tober 

November . 
December  . 


Total  year 


4.56 
4.61 
4.80 
4.73 
4.66 
4.50 
4.03 
5.00 
5.24 
5. 43 
5.77 
6.82 


5.13 


5.81 

4.61 

5.04 

4.86 

4.65 

3.00 

3.32 

3.33 

3.06 

5.73 

4.63 

5.241  4.05 

4.40 

3.n   3.32 

3.33 

3.O9I 

5.20 

4.44 

6.13  4.06 

4.40 

3.50.  3..'& 

3.:t3 

3.08 

5. 10 

4.47 

4.86  4.90 

4..-X) 

3.40  3.:£ 

3..'« 

3.07 

4.82 

4.41 

4.76 

4.80 

4.20 

3.48  3.33 

3.:» 

3.(12 

4.75 

4.43 

4.66 

4.81 

4.20 

3.55  3.:« 

3.16 

3.07 

4.71 

4.32 

4.65 

4.75 

4.20 

3.50 

3.31 

3.(15 

3.06 

4.70 

4.25 

4.43 

4.03 

4.17 

3.62 

3.. '(4 

3.03 

3.02 

4.68 

4.26 

4.76 

4.98 

4.12 

3.47 

3.33 

3.05 

3.06 

4.66 

4.23 

5.0^ 

4.06 

4.02 

3.33 

3.25 

3.06 

3.08 

4.61 

4.52 

4.01 

4.81 

4.02 

3.34 

3.31 

3.08 

3.06 

4.60 

4.65 

4.74 

4.04 

4.02 

3.33 

3.33 

3.(^7 

3.00 

4.96 

4.40 

4.87 

4.89 

4.18 

3.52 

3.31 

3.18 

3.06 

3.11 
3.30i 
3.82 
5.«> 

5.08 
4.87 


4.70' 
4.31! 
»l.  Wf 
3.H4 
3.46 
3.O7I 


4.32 

3.15 

3.81 

3.00 

3.83 

307 

3.84 

2.98 

4.18 

2.83 

4.82 

2.85 

4.12 

3.46 

2.82 

2.67 

2. 82 

2.67 

2.82 

2.06 

2.&5 

2.92 

2.50 

2.01 

2.62 

2.91 

2.80 

2.01 

2.80 

2.80 

2.65 

3.06 

2.61 

3  33 

2.65 

3»2 

2.61  3.45 

2.71 

3.07 

3.66 
3.68 
3.44 
3.43 
3.4<i 
3.40 


To  the  statement  that  were  it  not  for  the  existence  of  the  Standard  Oil  Com- 
pany consumers  would  g:et  oil  at  a  much  lower  price  Mr.  Archbold  replies  that  it 
would  evidently  tend  to  increase  prices  if  two-thirds  or  thi^ee-fourths  of  the  active 
capital  and  equipment  engaged  in  refining  should  be  withdrawn,  and  also  that 
the  opponents  of  the  Standard  are  inconsistent  in  testifying  that  at  existing  prices 
the  independents  can  not  make  a  fair  profit.  If  it  is  true,  as  claimed  by  Mr.  Lee, 
that  the  Standard  makes  $1.50  to  $2  on  every  barrel  of  oil,  while  the  independents 
would  be  satisfied  with  10  cents,  the  independents  are  not  now  efficient  servants  of 
the  public.     (531,582.) 

In  reply  to  Mr.  Lee's  statement  that  if  there  were  50  concerns  engaged  in  man- 
ufacturing petroleum  just  as  wide  markets  would  be  obtained  throughout  the 
world  as  at  present,  while  consumers  would  secure  as  low  prices  and  all  refiners 
would  make  a  fair  profit,  Mr.  Archbold  submitted  a  list  of  66  refineries  now 
existing  independent  of  the  Standard  Oil  Company,  the  average  duration  of  oper- 
ation of  whicii  has  been  14  years.     (540-542.) 

Mr.  Archbold  further  expresses  the  opinion  that  the  Standard  Oil  Company, 
notwithstanding  the  fact  that  it  controls  more  than  80  per  cent  of  the  refined-oil 
production  in  this  country,  is  unable  permanently  to  exact  excessive  prices.  He 
admits  tliat  it  might  temporarily  have  such  power,  but  declares  that  if  it  exer- 
cised the  power  injuriously  or  arbitrarily  th(»  combination  would  lose  business 
and  perhaps  provoke  heavier  competition.  He  hopes,  and  on  the  whole  believes, 
that  the  Standard  Oil  Company  is  able  to  get  prices  liigher  than  it  could  do  under 
severe  competition,  admitting  tliat  there  is  a  certain  amount  of  monopolistic 
power  coming  from  the  aggregation  of  capital  itself,  but  he  adds  that  this  monop- 
olistic power  is  very  slight  at  present.  The  lessened  cost  of  doing  business  on  a 
large  scale  more  than  compensates  to  the  consumer,  in  Mr.  Archbold's  opinion, 
for  the  monopolistic  power  of  getting  higher  prices.  Part  of  Mr.  Archbold's  tes- 
timony in  detail  is  quoted  below: 

"  Q.  Now.  the  general  result,  then,  is  this:  By  virtue  of  your  greater  power  you 
are  enabled  to  secure  prices  that  on  the  whole  could  be  considered  steadily  some- 
what above  competitive  rates? — A.  Well.  I  hope  so.  I  think  we  have  better  mer- 
chandizing facilities,  better  marketing  facilities,  better  distributing  facilities,  and 
better  talent  than  a  competitor  can  have. 
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"  Q.  I  am  not  askmg  with  reference  to  yonr  xx>wer  of  making  profits,  bnt  it  is 
with  reference  to  getting  the  prices  from  the  consumer. — ^A.  Prices  are  what  make 
the  profit.    If  we  had  a  better  average  price,  we  could  get  a  better  profit. 

*"■  Q.  Yon  think,  generally  speaking,  that  yon  get  prices  for  oil  slightly  above 
competitive  prices? — ^A.  Well,  I  should  think  so;  I  could  not  answer — that  is  a 
very  general  question  and  very  difficult  to  answer.  I  could  not  answer  that  spe- 
cifically.   I  hope  that  we  do. 

'*  Q.  Of  course,  in  this  investigation  we  are  seeing  if  we  can  get  some  general 
principles  on  which  legislation  might  be  based,  and  these  questions  are  to  bring 
out,  if  we  can,  the  power  that  so  great  an  organization  has  in  fixing  prices.  Would 
you  say,  then,  that  in  the  case  ofan  organization  that  controls  perhaps  80  per  cent 
of  the  markets  of  the  country  there  is  a  monopolistic  element  tnat  enters  in 
which  enables  them  to  hold  prices  above  the  regular  rate?  Is  there  a  monopolis- 
tic power  that  comes  merely  from  the  power  of  capital  itself? — ^A  Undoubtedly^ , 
there  is  an  ability,  and  when  that  ability,  as  I  have  said,  is  unwisely  used,  it  is 
sure  to  bring  its  own  defeat. 

**  (^.  If  that  ability  goes  to  get  an  exorbitant  price,  of  course  it  will  invite  com- 
petition, but  when  that  ability  is  kept  within  modest  limits,  would  you  still  say 
that  it  was  in  the  power  of  such  an  organization  to  g[et  the  benefit  of  the  monopo- 
listic power  that  comes  merely  from  the  i)ower  of  capital  itself? — ^A.  Well,  I  should 
say  that  that  would  be  a  very  restricted  xK>wer,  a  very  restricted  limit.  The  com- 
petitors in  this  country  are  very  active. 

*  *  Q.  What? — A.  The  competitors  are  very  active ;  they  are  alert  at  all  points  with 
their  small  offerings  in  the  hope  to  find  just  such  a  condition  as  you  describe. 

*^Q.  Certainly. — ^A.  But,  as  I  say,  as  business  is  and  as  it  has  been  for  many 
years,  we  could  not  have  that  ability  to  any  considerable  extent  as  merchants. 

• '  Q.  If  the  ability  were  operative  only  to  a  slight  extent,  would  it  still  be  enough, 
do  you  think,  to  make  a  difference  between  what  we  may  call  a  moderate  divi- 
dend, say  6  or  7  per  cent,  and  a  pretty  high  dividend  of  between  15  and  20  per 
cent? — A.  Well,  that  involves  so  nice  a  question  that  I  could  hardly  undertake  to 
answer  it;  but  generally,  as  to  the  effect  on  the  community,  I  should  say 

''  Q.  Oenersdly  on  the  prices  in  the  United  States? — A.  I  should  say  that  the 
leseiened  cost  incident  to  doing  business  in  a  large  volume  would  more  than  com- 
I>ensate  the  consumer  for  any  ability  in  getting  higher  prices. 

*'  Q.  Then,  that  leads  to  this  point,  whether  the  lar^e  capital  does  itself  give  an 
orgpanization  the  power  to  get  a  somewhat  higher  price  than  it  could  in  the  mar- 
ket provided  the  competitors  were  substantially  equal  in  power? — ^A.  Oh,  it  may 
be  8o;  but  that  is  a  difficult  question  to  answer."    (569,  570.) 

Mr.  Thurber  expresses  the  belief  that  the  reduction  in  the  i)rice  of  refined  oil 
was  from  25.7  cents  in  1871  to  5.7  cents  in  1898.  This  is  attributable'  partly  to 
increased  production  of  crude  oil.  but  more  largely  to  improvements  in  manu- 
facture and  transportation  attainable  only  through  aggregation  of  capital.     (4.) 

Mr.  Boyle  believes  that  the  Standard  Oil  Company  nas  been  benencial  to  the 
producers  as  a  whole  and  to  the  public  generally.  The  producers  now  are  pros- 
perous and  satisfied  with  the  prices  they  are  obtaining.  Without  the  organiza- 
tion of  the  Standard  Oil  Company  the  business  could  never  have  been  develox>ed 
as  fully  as  it  has  been,  througn  the  superior  organizing  and  marketing  ability  of 
the  combination.     (488-490.) 

C.  Coft  and  pmflti  of  reflning— By-prodneti  (see  also  Dividends,  p.  99;  Economies,  p. 
190). — Closely  connected  with  the  subject  of  prices  is  the  cost  of  refining  and 
the  rate  of  profit.    Opponents  of  the  combination  believe  that  it  makes  excessive 

S refits  on  each  barrel  of  oil  refined,  and  confirm  this  by  pointing  to  the  high  divi- 
ends  and  the  great  value  of  the  stock  of  the  Standard  (3il  Company. 
Thus  Mr.  Leb  testifies  that  with  refined  oil  selling  at  9^  cents  in  New  York,  as 
it  did  in  1896,  the  Standard  Oil  Company  should  have  received  a  profit  of  nearly 
100  per  cent  above  the  cost  of  refining.  The  witness  believes  that  the  Standard 
now  makes  from  $1.50  to  |3  on  every  bisirrel  of  oil.  The  difference  in  price  between 
crude  and  refined  oil  during  the  past  20  years  has  decreased  only  slightly,  while 
the  cost  of  refining  has  fallen  from  2^  cents  to  less  than  one-half  cent  a  gallon,  so 
that  profits  have  greatly  increased.     (269,  273,  275, 276. ) 

Mr.  Phillips  estimates  that  the  Standard  Oil  CQmx)any  has  made  an  averaj^e 
profit  of  $1  per  barrel  on  all  oil  produced  during  its  existence.  He  declares  that  its 
existing  plants  have  practically  been  paid  for  entirel v  out  of  its  profits.  The  value 
of  its  stock  is  nearly  1500,000,000,  and  the  number  of  barrels  of  oil  produced  during 
the  past  17  years  is  about  500,000,000,  these  fig[ures  representing  to  the  Standard  a 
pront  of  about  $1  per  barrel.  The  average  price  of  crude  oil  itself  has  been  only 
about  90  cents.  Mr.  Phillips,  like  Mr.  Lee,  declares  that  the  independent  refiners 
would  be  satisfied  with  a  profit  of  10  cents  per  baiTel,  which  is  more  than  they 
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earn  now.    He  admits  that  the  higher  profits  of  the  Standard  are  partly  dne  to 
snperior  utilization  of  by-prodncts.     (5d0,  591,  602.) 

Detailed  estimates  as  to  the  cost  of  refining  and  the  margin  of  profit  were  not 
presented  in  evidence.  Several  witnesses  pointed  out  that  the  by-products  of 
refining,  which  are  of  great  value,  must  be  considered,  and  that  they  com^cate 
the  calculation.     (See  p.  182.) 

Mr.  Westgate,  an  index>endent  refiner,  testifies,  broadly,  that  the  cost  of  refin- 
ing oil  is  about  one-half  cent  per  gallon,  but  adds  that  where  crude  oil  is  3  cents 
and  refined  oil  is  sold  at  4  it  does  not  follow  that  the  clear  profit  is  one-half  cent. 
There  is  a  loss  of  quantity  of  from  5  to  7  per  cent  in  refining,  and  some  by-products 
of  lower  grade  are  sometimes  worth  as  much  as  refined  oil,  but  sometmies  \es& 
(368.) 

Mr.  MONNETT  states  that  it  has  been  brought  out  repeatedly  in  the  Ohio  suits 
and  trust  investigations  that  refined  oil  could  be  delivered  in  Ohio  at  a  cost  of  4 
cents  a  gallon  or  even  lower.     (315.  316.) 

Mr.  Rice  declares  that  from  1871  to  1880  the  cost  of  refining  oil  did  not  exceed 
1  cent  per  gallon,  from  1880  to  1890  one-half  cent,  and  since  1890  one-fourth 
cent,  although  to  the  average  independent  refiner  the  cost  has  been  about  one- 
eighth  cent  higher  than  this.  He  states  further  that  during  the  past  10  years  oil 
could  have  been  sold  in  this  country,  on  the  average,  at  2|  cents  per  gallon.  He 
calculates  that  the  market  price  of  crude  oil  has  averaged  only  If  cents  per  gallon; 
that  the  cost  of  local  pipage  and  pipage  to  the  seaboard  has  not  exceeded  one- 
eighth  cent  each,  while  he  adds  one-iourth  cent  for  the  cost  of  refining,  and  one- 
hsAi  cent  as  the  average  rate  of  freight  paid  by  the  Standard  Oil  combination  to 
interior  places.  The  Standard  makes  a  still  higher  profit  on  oil  refined  from  Ohio 
crude,  which  costs  very  much  less  per  barrel.     (735.) 

Mr.  Davis  states  that  the  cost  of  fuel  and  some  of  the  chemicals  used  in  refin- 
ing has  been  considerably  less  during  the  past  3  or  4  years  than  before.  The 
independents  themselves  ouy  their  sulphuric  acid  chiefly  from  the  Standard  Oil 
Company,  which  furnishes  it  cheaper  tnan  other  dealers.  Twenty  years  ago  the 
by-products,  benzine,  tar,  etc.,  were  largely  thrown  away,  but  they  are  now  often 
worth  more  than  the  refined  oil.     (358,  360.) 

Mr.  Archbold  testifies  that  the  unproved  methods  of  utilizing  b^-products  in 
recent  years  have  greatly  increased  their  sale,  and  that  they  substannally  e^qual  in 
value  the  refined  oil  itself.  On  its  being  pointed  out  that  notwithstanding  the 
increased  profits  from  this  source  the  margin  of  price  between  refined  oil  and 
crude  oil  had  not  been  materially  decreased  during  a  number  of  years,  Mr.  Arch- 
bold  states  that  there  is  a  point  below  which  it  is  not  possible  to  reduce  prices,  and 
that,  in  his  opinion,  the  profits  of  the  Standard  Oil  Company  have  not  increaosed 
during  the  past  6  years.  He  also  states  that  in  calculating  the  profits  of  refining 
illuminating  oil  is  not  considered  by  itself,  but  the  y^hie  of  all  products  jointly  is 
taken,  the  price  of  each  being  fixed  according  to  demand.    (570,  571.) 

VI.  ECONOMIBS    OF    COMBINATION  AND    CONSBQUBNT  ADVAN- 

TAaES. 

(See  also  Prices,  p.  125) 

A  Generally.— Mr.  Archbold  declares  that  large  corporations  are  necessary, 
esi>ecially  in  view  of  rapidly  growing  foreign  commerce,  and  maintains  that  the 
Standard  Oil  Company  has  done  very  much  to  develop  foreign  trade  in  petroleum. 
It  has  also  been  beneficial  to  the  consumers  generally  in  furnishing  them  Koods  of 
vastly  improved  quality  at  greatly  reduced  prices,  and  in  distributing  on  to  the 
most  remote  sections  of  the  country  promptly  and  cheaply.  During  the  early 
years  of  the  petroleum  industry  the  methods  of  production,  manufacture,  and 
transportation  were  very  crude  and  the  average  quality  of  oil  unsatisfactory. 
The  Standard  Oil  Company  brought  to  the  business  ample  capital,  employed  the 
best  possible  talent  in  all  branches,  used  the  most  progressive  methods  and  the  most 
perfectly  equipped  and  favorably  located  refineries,  and  inaugurated  new  systems 
of  transportation.  One  of  the  chief  advantages  of  combination  is  that  the  best 
formulas  and  processes  can  be  employed  in  every  one  of  the  separate  establish- 
ments.    (562-564,580.) 

Mr.  John  D.  Rockefeller,  in  an  afladavit,  replying  to  interrogatories  from  the 
commission,  states:  **  I  ascribe  the  success  of  the  Standard  to  its  consistent  policy 
to  make  the  volume  of  its  business  large  through  the  merits  and  cheapness  of  ite 
products.  It  has  si)ared  no  expense  in  finding,  securing,  and  utilizing  the  best 
and  cheai)est  methods  of  manufacture.    It  has  sought  for  ttie  best  supenntendentB 
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and  workmen  and  paid  the  beet  wM^es.  It  has  not  hesitated  to  sacrifice  old 
machinery  and  old  {uants  for  new  and  better  ones.  It  has  placed  its  mannfac- 
tories  at  tne  points  where  they  oonld  supply  markets  at  the  least  expense.  It  has 
not  only  sought  markets  for  its  principal  products,  bnt  for  all  possible  by-products, 
sparing  no  expense  in  introdncmg  them  to  the  public.  It  nas  not  hesitated  to 
invest  millions  of  dollars  in  methods  for  cheax>ening  the  gathering  and  distribu- 
tion of  oils  by  pipe  lines,  special  cars,  tank  steamers,  ana  tank  wagons.  It  has 
erected  tank  stations  at  every  important  railroad  station  to  cheapen  the  storage 
and  delivery  of  its  products.  It  has  spared  no  expense  in  f orcmg  its  products 
into  the  markets  of  the  world  among  people  civilized  and  uncivilized.  It  has  had 
faith  in  American  oil,  and  has  brought  toother  millions  of  money  for  the  pur- 
pose of  maldng  it  what  it  is,  and  holding  its  markets  against  the  competition  of 
Hnssia  and  all  the  many  coxmtries  which  are  producers  of  oil  and  competitors 
against  American  oil."    (796.) 

Mr.  BoTLiB  believes  that  the  success  of  the  Standard  Oil  Company  proves  that 
it  was  the  fittest  to  survive,  and  that  its  methods  have  been  most  skulful.  There 
-was  nothing  20  years  ago  to  prevent  other  organizations  from  being  formed  to 
control  pipe  lines  and  to  develop  the  oil  business,  but  they  failed  to  do  so.  The 
Standard  then  invested  $3,000,000  in  one  pipe  line,  incurring  what  was  considered 
a  very  great  risk.  Its  officers  had  the  courage,  energy,  and  ability  to  strike  out 
Habere  others  feared  to  enter.  But  the  pipe-line  system  has  been  onlj  one  factor 
in  the  success  of  the  Standard.  Its  greatest  superiorit^r  has  been  in  its  ability  to 
market  its  products,  in  its  or^nizing  mercantile  capacity.  Mr.  Boyle  does  not 
consider  that  the  Standard  Oil  Comitany  is  especially  superior  in  its  methods  of 
manufacturing.  Neither  the  Standard  Oil  Company  nor  the  index>endents  have 
tlie  monoix)ly  of  inventive  genius.  The  Standard,  however,  is  entitled  to  more 
credit  than  it  has  received  for  its  achievements  in  refining  Lima  oil  satisfactorily. 

The  witness  believes  that  the  ability  of  the  Standard  Oil  Company  has  had  a 
great  influence  in  making  the  oil  business  as  extensive  and  prosperous  as  it  is 
to-day.  Without  this  organization  the  business  would  be  carried  on  on  a  much 
smaller  scale.     (486, 488-400. ) 

B.  TnasporUtUm,  tad  loeatioa  of  reflnaiaf. — ^Mr.  DoDD,  solicitor  of  the  Standard  Oil 
Company,  in  his  statement  summarizes  the  advantages  of  the  methods  of  the 
Standara  in  regard  to  transportation  as  follows: 

' '  1 .  They  have  cheapened  truisportation,  both  local  and  to  the  seaboard,  by  per- 
fecting and  extending  the  jripe-line  system;  by  constructing  and  supplying  cars 
by  which  oil  is  shipped  in  bulk;  by  DuUding  tanks  for  storage  of  oilm  buik;  by 
purchasing  and  perfecting  terminal  facilities  for  receiving,  handling,  and  reship- 
ping  oils;  by  purchasing  and  building  steamers  and  lighters  for  river  and  hfurbor 
service;  by  building  wharves,  docks,  and  warehouses  for  foreign  shipments;  by 
purchasing  and  building  ocean  steamers  for  carrying  oil  in  bulk,  and  oy  employ- 
ing^ in  foreign  countries  the  same  special  methods  lor  storing  and  transporting 
oils  in  bulk,  by  which  means  alone  the  markets  of  Europe  are  to-day  held  for 
American  oil  against  Russian  competition."    (709.) 

Mr.  Bockefeij[jER  and  other  witnesses  emphasize  the  economy  of  the  pipe-line 
system,  and  the  need  of  large  capital  to  make  it  successful.    (See  pp.  101, 105.) 

Mr.  DoDD  states  that  some  of  the  refineries  which  entered  the  Standard  Oil 
Tmst  were  abandoned  because  of  unsatisfactory  location  or  ill  adaptation  for  the 
desired  work,  being  replaced  by  others  at  more  convenient  locations,  and  superior 
plants.  In  fact,  during  the  {Mist  18  years  all  the  plants  of  the  combination  have 
been  practically  made  over  and  rendered  more  effective.  (798;  see  also,  as  to  dis- 
niantling  of  refineries,"  p.  124.) 

Mr.  Pagb  urges  with  special  emphasis  that  the  Standard  Oil  Company  has  con- 
siderable advantage  over  its  competitors  in  the  cost  of  transx)orting  oil  by  rail, 
owing  to  the  fact  tnat  it  has  many  refineries  in  different  places  and  can  supply  the 
consumer  from  the  nearest  x)oint,  while  the  owner  of  a  single  refinery  has  to  ship 
much  longer  distances.  The  point  is  made  in  reply  to  charges  that  the  Standard 
secures  lower  freight  rates  tnan  its  competitors,  and  is  more  fully  summarized 
undo:  the  heading  ** Railway  discriminations"  (p.  161.) 

Mr.  Lee  believes  that  oil  can  be  refined  cheaper  in  the  interior  than  on  the  sea- 
board.   Land,  labor,  and  fuel  are  all  cheaper  and  water  is  abundant.    (268.) 

Mr.  Ehbbt  testifies  that  the  Standard  Oil  Company  has  in  recent  years  been 
inclined  to  rebuild  refineries  in  Pennsylvania,  and  to  do  a  relatively  small  prox)or- 
tion  of  its  business  near  New  York  and  elsewhere  on  the  coast.  Fuel  is  cheaper 
in  Pennsylvania  and  it  is  in  every  way  the  proper  place  for  refining  oil.  The 
Standard  Oil  Company  has  spent  imllions  in  new  plants  in  Philadelphia  and  also 
in  the  oil  districts.    (649,  650.) 
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C.  ProeeMM. — Mr.  Dodd  sninmarizes  the  adrantages  of  combinatioii  in  regard  to 
the  processes,  etc.,  as  follows: 

*'  By  uniting  the  capital,  skill,  and  acts,  and  the  various  processes  and  patents 
of  a  number  of  persons,  as  well  as  their  secret  processes  and  by  building  up  man- 
ufactories on  a  more  extensive  and  perfect  scale,  with  improved  machinery  and 
appliances,  and  by  locating  them  in  the  centers  of  the  trade  they  were  intended 
to  reach,  the  manufacture  of  oil  has  been  much  cheapened  and  improved. 

'*  By  sx>ending  large  sums  in  the  investigation  of  methods  of  utilizing  Ohio  and 
Indiana  oils,  and  by  nurchase  of  various  patents,  they  have  succeeded  in  making 
a  superior  article  of  illuminating  oil  out  of  what  for  some  years  seemed  an  almost 
worthless  product. 

"  *■  By  uniting  with  the  business  of  transporting  and  refining  businesses  necessarily 
collateral  thereto,  to  wit,  the  manufacture  of  barrels,  tin  cans,  boxes  for  inclosing 
cans,  paints,  glue,  sulphuric  acid,  etc.,  and  by  union  of  capital  and  skill,  obtain- 
ing the  best  machinery  and  manufacturing  on  a  large  scale,  they  have  cheapened 
these  products." 

Mr.  £>odd  enumerates  the  patents  held  by  the  Standard  Oil  Company  in  1882, 
on  machinery  and  processes.  Most  of  these  have  to  do  with  the  manufacture  of 
cans,  boxes,  and  barrels.  There  is  one  patent  upon  stills  for  refining  and  distill- 
ing oils,  one  on  an  apparatus  for  separating  petroleum  products,  and  several 
upon  the  manufacture  of  lubricating  and  hydrocarbon  oils,  paraffine,  and  vase- 
line.    (798.) 

Mr.  Leb  oelieves  that  the  Standard  Oil  Company  has  no  appreciable  superior 
processes  or  economies  in  production.  There  may  be  some  slight  difference  in 
favor  of  large  refineries,  but  one  with  a  capital  of  $500,000  would  be  able  to  secure 
every  by-product  at  the  lowest  possible  cost.  The  independents  produce  oil  as 
cheaply  sa  the  Standard,  and  of  better  quality.  The  making  of  tin  cans  and 
barrels  can  also  be  done  as  cheiiply  by  other  manuf actui'ers.     (268, 269, 278. ) 

Mr.  Emery  declares  that  the  Standard  Oil  Company  has  not  improved  the  meth- 
ods of  refining  especially,  but  that,  on  the  contrary,  if  the  business  had  been 
entirely  open  to  compention,  there  would  have  been  more  rapid  development 
than  has  taken  place.  As  early  as  1872  the  company  with  which  the  witaiess  was 
connected  was  employing  every  device  which  is  now  used  for  making  illuminating 
oil.  The  process  of  distillation,  in  fact,  is  not  difficult,  and  is  practically  the  same 
now  as  in  1860,  cylinder  stills  being  used  both  then  and  now.     (624.) 

Mr.  Westqatb  does  not  consider  competition  against  the  Standard  Oil  Company 
impossible  so  long  as  fair  conditions  prevail.  Mere  aggregation  of  capital  is  not 
the  difficulty.  The  advantages  in  the  matter  of  transportation  and  the  cutting  of 
prices  below  the  cost  of  production  are  the  causes  of  the  Standard's  ability  to  drive 
out  competitors.    These  evils  should  be  checked  by  law.     (882, 388.) 

D.  By-prodocti. — Considerable  testimony  was  adduced  as  to  the  superior  advan- 
tages of  the  large  capital  of  the  combination  in  manufacturing  and  marketing 
the  by-products  of  petroleum.  This  advantage  was  quite  generally  admitted  by 
the  opponents  of  the  Standard. 

Mr.  Archbou)  testifies  that  there  has  been  a  decided  increase  in  the  value  of 

S by-products  in  the  refining  of  oil  during  the  past  10  or  15  years.  The  leading 
'oducts  are  gasoline,  naphtha,  paraffine,  lubricating  oils,  and  vaseline  products, 
e  does  not  consider  that  a  refinery  with  a  capitalization  of  only  |500,(KX)  could 
secure  these  by-products  in  anything  like  as  economical  a  manner  as  the  Standard 
Oil  Company  does  with  its  great  sx>ecialization  of  methods.  The  by-products  are 
now  substantially  equal  in  value  to  the  illuminating  oil  itself.     (570.) 

Mr.  Emery  testifies  that  fully  200  by-products  of  petroleum  are  used  for  med- 
ical purposes,  besides  the  use  of  aniline  dyes.  Lubricating  oils  and  paraffine  wax 
are  not,  strictly  speaking,  considered  by-products.  The  wax  may  be  taken  out  of 
refined  oil  at  a  certaii^eriod  of  distillation,  if  it  is  profitable  to  do  so,  or  it  may 
be  broken  up  by  heat  and  left  in  the  illuminating  oil.  Until  recently  the  various 
by-products  were  not  of  very  great  value.  The  witness  has  sold  paraffine  wax  as 
low  as  li  cents  per  x>ound  within  8  yesirs,  but  it  is  worth  to-day  from  8  to  4  cents 
per  x>ound.  Paraffine  wax  is  used  largely  in  making  joints  of  pipes,  and  in  cover- 
ing all  electrical  conductors,  as  insulators.  It  is  mixed  with  stearin  for  makings 
candles. 

Mr.  Emery  acknowledges  that  the  Standard  Oil  Comiwiny  has  greatly  developed 
the  amount,  quality,  and  sale  of  by-products,  but  declares  that  other  active  refixi- 
ers  could  have  devised  the  same  methods  if  they  had  had  the  opportunity.  As  a 
matter  of  fact,  during  a  long  period  of  time  the  Standard  Oil  Company  had  the 
exclusive  control  of  the  refining  business,  and  naturally  was  the  only  one  to  make 
improvements.    Many  of  the  inventions  in  this  regard  have  been  made  in  Europe. 
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Mr.  Emery  does  not  know  whether  the  by-products  of  petroleum  may  equal  in 
Tahie  the  refined  oil,  as  stated  by  the  Standard  Oil  Company.  His  own  refinery 
uses  ^^ford  crude  oil,  which  is  8i>ecially  rich  in  lubricants.  He  makes,  for  the 
most  part,  only  the  crude  stock  for  refined  by-products,  such  as  cosmoline,  but 
sells  from  $30,000  to  $35,000  worth  of  them  monthly.     (637, 628. ) 

Mr.  Phillips  belieyes  that  so  far  as  the  processes  of  producing  and  refining 
crade  oil  are  concerned,  the  independents  are  on  a  par  witn  the  Standard,  but  the 
Standio'd  has  an  advantage  in  selling,  because  of  its  accumulated  capital  ena- 
bling it  to  handle  all  the  by-products,  etc.  The  superior  utilization  of  the  by- 
products partly  accounts  for  the  greater  profits  of  the  Standard  Oil  Company. 
(509,  602.) 

Mr.  Davis  states  that  a  large  refinery  with  facilities  for  making  gasoline  and 
other  by-products  is  much  more  profitable  than  one  which  makes  only  illuminat- 
ing and  lubricating  oil.  But  it  is  scarcely  a  safe  investment  to  attempt  to  manu- 
facture these  by-products.  The  railways  are  large  consumers  of  lubricating  oils, 
and  these  deal  almost  exclusively  with  the  Standard  Oil  Company.  Even  a  large 
investment  would  be  likely  to  prove  unprofitable.  The  refinery  controlled  by  the 
vritnesa  had  a  capacity  of  about  8,000  barrels  per  week.  A  refinery  of  that  size  is 
confined  to  the  manufacture  of  illuminating  and  lubricating  oil.  This  refinery 
sold  its  by-products,  without  finishing  them,  to  Scofield,  Shurmer  &  Teagle,  and 
elsewhere,  but  never  secured  a  profit  from  them.     (355,  356.) 

E.  Forehase  of  ooaL — ^Mr.  Lee  believes  that  the  Standard  Oil  Company,  like  other 
lar^e  consumers  of  coal,  is  able  to  secure  it  at  low  prices.  It  practically  fixes  what 
it  vriU  pay.    This  has  an  injurious  effect  on  the  wages  of  coal  miners.     (278.) 

Mr.  Archbold  denies  that  the  Standard  obtains  special  rates  on  coal  and 
declares  that  it  buys  in  the  open  comx)etitive  market.     (583.) 

F.  Advantage  in  foreign  trade. — Mr.  Archbold  urges  especially,  as  a  justification 
of  the  methods  of  the  Standard  Oil  Company,  that  large  aggregation  of  capital 
has  been  absolutely  necessary  to  the  successful  development  of  the  export  trade 
in  x>6tToleum.  Any  restriction  in  the  amount  of  capitalization  allowable  would 
Ipreatly  hamper  that  company  and  other  large  American  corporataons  in  compet- 
ing^ with  foreign  colorations.  The  Standard  Oil  Comx>any  has  been  conspicu- 
ously active  in  reacnin^;  out  and  securing  markets  over  the  entire  world,  if  it 
had  not  been  so  energetic,  the  producers  of  oil  in  Russia  and  elsewhere  would  have 
secured  a  very  much  larger  projwrtion  of  the  foreign  markets  than  they  now  pos- 
sess. The  Standard  Oil  Company  constantly  meeto  strong  competition,  probably 
on  the  whole  growing  comx>etition,  from  oil  produced  in  other  countries.  Mr. 
Archbold  submitted  a  partial  list  of  corporations  and  firms  engaged  in  producing 
and  refining  petroleum  in  Russia  and  various  other  countries,  with  their  approxi- 
mate capitalization,  showing  how  extensive  is  the  investment  and  how  vigorous 
the  competition  encountered  by  the  Standard  Oil  dlompany.  The  Standard  Oil 
Company  has  no  interest  in  any  of  these  concerns.  In  Kussia,  especially,  the 
business  is  getting  into  the  control  of  men  of  great  wealth  and  ability — such  as 
the  Rothschilds,  Nobel  Brothers,  and  prominent  English  capitalists.  There  is  a 
rapidly  developing  petroleum  industry  in  Japan,  Sumatra,  and  Java. 

The  witness  submitted  the  following  statements,  showing  the  amount  of  refined 
and  of  crude  oil,  respectively,  produced  in  different  countries,  with  the  percent- 
age of  the  total  assigned  to  each.  He  maintains  that  most  of  the  refined  oil  pro- 
duced bv  each  country  is  the  product  of  crude  oil  obtained  in  that  country. 
(5^-567.) 

World' s  pnxluetion  of  refined  illuminating  oil,  1807. 

[Barrulu  of  50  gallons.  ] 


Product  of — 


United  States.... 

RtisBia 

France 

Anstria-Hnngary 

Sumatra 

Scotland 

Ouiada 

Java 

Boomania 

India 

Spain 


Per  cent 

oar  re  18. 

of  total. 
64.23 

25,268,628 

9,160,700 

23.28 

1,277,761 

3.25 

1,016,350 

2.66 

9U,U00 

2.32 

831,867 

.84 

251,843 

.64 

230,392 

.50 

230,000 

.59 

180,665 

.46 

157,684 

.40 

Prodwrt  of— 


Barr«»l8. 


Mexico 

Cuba 

Brazil 

GhBrmany... 

Peru 

Italy 

Japan  

Puerto  Bico 

Total . 


104,287 
58,413 
35,306 
34,822 
19,193 
15,136 
13,689 
8,236 


39,338,991 


Percent 
of  total. 


0.27 
.15 
.00 
.09 
.06 
.04 
.03 
.02 


100.00 
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WorWB  production  of  crude  petroleum^  1897, 
[Barrels  of  42  gallons.] 


Country. 


United  States.... 

RnsBia 

Anstria-Hnngary 

Snmatra 

Scotland  (1806)  .. 

Canada 

Java 

Bonmania 

India  (1896) 

Japan 

G^ermany 


Barrels. 

Per  cent 
of  total. 

00,486,499 

47.96 

67,094,808 

46.26 

2.067.617 

1.66 

1.777,860 

1.41 

1,816,894 

1.04 

809,199 

.64 

726,873 

.58 

670,886 

.46 

430.203 

.34 

283.671 

.23 

166,822 

.13 

Country. 


France  

Peru 

Argentine 

Italy 

Other  countries  (esti 
mated) 

Total 

Total  production  1896. . 

Increase 


Barrela 


70,000 
68,452 
21,000 
18,149 

200,000 


Percent 
of  total 


0.06 
.05 
.OS 
.01 

.16 


126,186,628 
118,298,631 


100.00 


7,837,897 


6.6 


Hr.  Archbold  also  submitted  the  following  statement  showing  the  proportion 
of  the  total  exx>ort  trade  in  petrolenm  products  done  by  the  Standard  Oil  Company. 
(568.) 

Value  of  exports. 

Total  value  of  petroleum  products  exported  from  United  States  for 
the  years  1861  to  1871,  inclusive,  amounted  to $199,030,333 

Value  of  exports  from  1872  to  1898,  inclusive  (i.  e.,  since  the  organ- 
ization of  the  Standard  Oil  Company) 1,246,846,381 

Value  of  exports  by  Standard  Oil  Company 1,126,401,021 

Standard  Oil  Company,  90.34  per  cent  of  total. 

Mr.  Page  states  that  the  Standard  owns  a  number  of  bulk  tank  ships,  and  also 
some  sailing  vessels  which  are  used  for  shipping  oil  in  cases  to  the  far  East.  The 
Standard  has  many  agencies  throughout  the  world,  mostly  iinder  charge  of 
American  citizens. 

Mr.  Page  testifies  further  that  the  price  of  Bussian  crude  oil  is  much  lower 
than  that  of  American  oil  and  that  the  Kussians  are  competing  actively  in  various 
markets,  but  especially  in  the  Asiatic  trade.  They  have  tank  steamers  for  trans- 
porting oil  to  India  and  even  to  China  and  Jax)an. 

The  witness  has  heard  and  believes  that  the  Gherman  government  recently  issued 
an  order  requiring  the  government-owned  railroads  to  bum  exclusively  Kussian 
oil  in  preference  to  American.     (791 ,  792. ) 

Opponents  of  the  combination  present  little  evidence  about  foreign  oil,  although 
they  make  statements  concerning  the  conditions  of  export  trade  generallv,  the 
efforts  of  independent  refiners  to  find  foreign  markets,  and  the  methods  of  com- 
petition of  the  Standard  Oil  Company  against  these.     (On  this  subject  see  p.  121.) 

Mr.  Phillips,  however,  maintains  that  the  Standard  Oil  Comx)any  was  not  the 
pioneer  in  shipping  oil  abroad,  but  that  before  its  existence  a  large  proportion  of 
the  f oreijni  countries  had  already  been  reached.  He  believes  that  a  wider  distri- 
bution of  petroleum  would  have  existed  if  the  Standard  had  never  been  formed. 
The  Standard  Oil  Company  has  no  better  talent  than  others  engaged  in  the  same 
business.     (600,601.) 

On  the  general  subject  of  export  trade  Mr.  Lee  states  that  ordinarv  export  oil 
would  not  be  permitted  to  be  sold  in  some  of  our  States,  but  is  still  of  quite  hi^h 
quality.  (Compare  pp.  135, 186. )  The  independent  oil  is  superior  to  that  sold  by 
tne  Standard,  wnich,  the  witness  believes,  is  partly  refined  from  Lima  oil.  About 
40  per  cent  of  all  the  crude  oil  manufactured  is  exported  in  the  shape  of  refined  oil, 
wmle  lubricating  oils  and  by-products  would  bring  the  proportion  up  to  fully  50 
per  cent.  Germany  is  the  largest  oil  market  in  the  worla,  both  the  Standard  and 
independents  doing  extensive  business  there.  Bussian  oil  is  not  largely  used  in 
Germany.  The  Standard  Oil  Company  controls  most  of  the  business  in  France. 
The  independents  do  little  business  m  Asia,  Africa,  or  South  America.  (273-278; 
compare  FhiUips,  600.) 

Mr.  Embrt  submitted  an  estimate  of  the  amount  of  American  oil  consumed  in 
Eurox)ean  countries.  Germany  consumes  about  6,000,000  barrels;  Great  Britain, 
3,000,000;  France,  2,000,000;  Norway  and  Sweden,  1,200;  Denmark,  600,000.  Prac- 
tically all  of  this  is  sold  by  the  Standard  Oil  Company,  the  largest  exportation  of 
the  independents  in  any  one  year  having  been  about  400,000  barrels,  almost  entirely 
sold  in  (Germany.    (617, 623. ) 
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Mr.  Lee  belieyes  that  the  Standard  Oil  Company  is  not  tran8|K>rting  oil  from 
this  country  in  tin  cans  as  largely  as  it  formerly  did,  but  that  it  is  supplying  its 
Eastern  markets  largely  with  Russian  oil  and  making  tin  cases  abroaa. 

In  reply  to  this  Mr.  Archbold  submitted  a  statement  showing  the  number  of 
tin  cans  manufactured  by  the  Standard  Oil  Company  in  this  country  and  else- 
where from  1894  to  1898.  These  figures  show,  for  the  most  part,  a  steady  increase 
in  the  number  manufactured  in  tiie  United  States,  and  relatively  less  increase 
abroad.  A  total  of  223,116,660  5-j^llon  cans  were  manufactured  in  this  country 
and  less  than  13,000,000  abroad.  The  company  is  compelled  by  freight  rates  and 
tariffs  to  manufacture  some  tin  .cans  in  Mexico  and  in  Italy,  but  nowhere  else. 

During  the  same  five  years  there  have  been  exported  from  the  United  States 
109,861,1^1  cases  (each  case  containing  two  tin  cans)  of  x>etroleum,  all  but  7,463,041 
by  the  Standard  Oil  Company,  while  the  exports  from  Russia  have  been  only 
53,128,120  cases.  The  witness  submitted  a  detailed  statement  of  exx)orts  to  differ- 
ent countries  by  the  Standard  Oil  Company  and  by  other  American  refiners,  to 
show  the  enterprise  of  the  Standard  Oil  Comx)any  in  securing  foreign  markets. 
(5S3-538.} 

O.  Quality  of  truat  product — ^Mr.  Lee  believes  that  the  oil  refined  by  the  Standard 
Oil  Company  has  deteriorated  in  quality  within  20  years,  since  the  company  has 
used  a  consiaerable  proportion  of  Lima  oil  for  renning,  which  contains  arsenic 
and  sulphur.     (275.) 

To  this  statement  Mi\  Aechbold  replies  that,  as  the  result  of  careful  work  on  the 
part  of  the  Standard  Oil  Company,  it  has  been  possible  to  secure  refined  oil  from 
Ohio  crude  fully  equal  to  that  from  Pennsylvania  crude.  The  independent  refiners 
of  Pennsylvania  have  done  a  great  injustice  to  the  producers  of  Ohio  by  depreci- 
ating the  Quality  of  their  product  and  attempting  to  Keep  it  from  being  considered 
on  the  excnanges  as  a  good  delivery.     (532.) 

Mr.  Emery  denies,  from  his  experience  as  a  refiner,  having  in  his  employ  as 
good  a  chemist  as  can  be  found,  that  sulphur  can  be  entirely  eliminated  from  oil 
containing  it.  The  chemists  of  Europe  who  test  the  quality  of  oil  imported  always 
deflect  the  presence  of  sulphur,  and  on  that  account  practically  exclude  oil  refined 
from  Ohio  crude.  Such  oil  is  confined  in  its  use  almost  altogether  to  the  United 
States  and  Mexico.     (624,  625. ) 

Mr.  Bice  declares  that  Ohio  oil  is  decidedly  inferior,  and  that,  despite  modem 
improvements  in  refining  it,  the  sulphur  and  other  impurities  can  not  all  be 
removed.  The  refined  oil  from  Ohio  crude  is  mixed  with  that  from  Pennsylvania 
crude,  but  even  then  it  forms  a  white  film  on  the  lamp  chimney,  gives  an  offen- 
sive smell,  and  is  otherwise  unsatisfactory.  Mr.  Rice  quotes  a  circular  from  the 
"Waters-Pierce  Oil  Company,  issued  in  1890,  in  which  Ohio  crude  is  stated  to  be 
inferior.  The  company  issuing  this  circular  was  a  member  of  the  Standard 
combination. 

Up  to  1895  oil  manufactured  from  Ohio  crude  was  not  acceptable  on  the  New 
York  exchange,  but  in  that  year,  under  the  influence  of  the  Standard  Oil  com- 
bination, it  was  made  a  good  deliverv.  Mr.  Rice  declares  that  the  profits  of  the 
Standard  Oil  Company  on  oil  refined  from  Ohio  crude  are  much  higher  than  on 
other  oil,  owing  to  the  lower  price  of  the  crude.     (735,  786.) 

Mr.  Gall  says  that  his  Canadian  customers  seem  to  consider  the  American  oil 
^which  he  sells  them  much  better  than  what  the  Standard  was  selling  as  Pennsyl- 
vania oil.  He  believes  that  the  Standard  had  been  giving  them  the  Ohio  product 
for  years,  and  putting  it  off  as  Pennsylvania  oil.  Mr.  Gail  sells  Ohio  oil  also,  and 
makes  a  difference,  generally  of  about  a  cent  or  a  cent  and  a  half  a  gallon,  between 
it  and  Pennsylvania  OH.     (681.) 

Mr.  MoNNETT  refers,  without  quoting  it  in  detail,  to  a  pamphlet  issued  in  Eng- 
land declaring  that  American  oil  furnished  by^  the  Standard  Oil  Company  is 
inferior  to  Russian  oil,  and  describing  the  illegitimate  means  resorted  to  by  the 
Standard  Oil  Company  to  prevent  Russian  oil  from  entering  English  markets. 
(319.) 

Mr.  Archbold  declares  that  this  pamphlet  referred  to  is  a  scurrilous  publica- 
tion issued  by  one  of  the  yellow  journals  of  London,  which  has  been  practically 
subsidized  by  Russian  producers.  A  committee  of  Parliament  investigated  the 
qoalit^  of  American  and  Russian  oil  and  fully  upheld  the  safety  and  quality  of 
American  oil.     ( 546. ) 

Mr.  Emery  explains  in  detail  the  methods  of  refining  and  the  various  qualities 
and  tests  of  oil.  When  the  crude  oil  is  distilled  the  lighter  products  pass  over 
first — ^first  the  volatile  gas,  next  gasoline,  benzine,  etc.  The  first  illuminating 
oil  to  iMws  over  is  the  ligntest  in  weight,  and  will  bum  at  about  110  degrees  (fire 
test).    It  will  flash  at  85  degrees,  but  will  then  go  out.    This  grade  of  oil  was 
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formerly  legally  used  in  most  of  the  American  States,  but  later  laws  have  raised 
the  fire  test,  so  that  most  oil  used  in  this  country  is  from  120  to  150  degrees  fire 
test.  Only  a  limited  amount  of  oil  of  this  higher  test  can  be  obtained  from  crude, 
and  in  obtaining  it  the  quality  of  the  lighter  grades  of  oil  is  lowered. 

Mr.  Emery  considers  that  110-degree  oil  is  entirely  safe  for  ordinary  use.  It 
will  not  give  so  bright  a  light  as  150-degree  oil,  but  will  last  longer  in  burning. 

One  hundred  and  ten  degree  oil  is  the  ordinary  export  oil.    The  Germans  apply  ^ 
a  rigid  test  to  secure  the  maintenance  of  this  standard.    Mr.  Emery  believes 
that,  in  view  of  the  lower  price  of  such  oil,  it  is  the  most  economical  for  use, 
and  that  this  is  the  reason  wny  it  is  admitted  freely  by  Germany.     (62d-626.) 

Vn.  CRUDS  OIL.— EFFBCT  OF  COMBINATION. 

A  Early  history  of  oil  industry. — 1.  DiBcovwy  and  progreu, — Mr.  BoTLB  presented 
detailed  statements  concerning  the  early  development  of  the  oil  industry.  Oil  was 
refined  from  coal  and  shale  in  considerable  quantities  during  the  early  x>art  of  the 
present  century.  Bock  oil  or  petroleum  was  often  observed  in  connection  with 
salt  wells  and  springs  in  Pennsylvania  and  Kentucky  and  elsewhere,  and  in  1839 
a  large  flow  of  oil  was  secured  from  a  salt  well  in  Kentucky.  As  early  as  1853  and 
1854  there  was  organized  effort  to  produce  petroleum  from  oil  sx)rings  and  surface 
gravel  in  Pennsylvania.  E.  L.  Drake  was  the  first  to  ezi)eriment  in  drilling 
especially  for  oil,  and  he  was  first  successful  in  August,  1859. 

The  industry  developed  very  rapidly,  but  was  greatly  hampered  by  the  difficulty 
of  transportation — since  the  oil  district  was  30  mues  from  the  nearest  railway — ana 
by  the  lack  of  barrels  for  transportation.  The  first  fiowing  wells  were  struck  in 
1861,  and  produced  so  largely  that  prices  declined  from  $20  per  barrel  to  practically 
zero,  there  being  then  no  way  of  storing  and  transporting  oil  in  such  quantities. 
There  was  a  marked  improvement  in  18o2,  and  during  1863  transportation  by  boats 
enabled  oil  to  reach  markets  more  readily  and  improved  prices.  In  order  to  fioat 
boats  the  device  was  used  of  damming  the  water  m  Oil  Creek  and  letting  it  out  in 
sudden  fioods.  Small  pii>e  lines  for  conveying  oil  were  introduced  about  this  same 
time,  and  during  1863  and  1864  railways  were  constructed  into  the  oil  territory. 
During  the  latter  year  many  stock  companies  were  formed  and  speculation  was 
excessive.  The  price  of  oil  was  forced  up  in  July,  1864,  to  $13.75  per  barrel.  The 
cost  of  transportation  was  still  very  great,  and  during  the  war  a  tax  on  crude  and 
another  on  refined  petroleum  was  levied  by  the  National  Government. 

In  1865  improvements  in  drilling,  such  as  the  use  of  casino,  torpedoes,  etc.,  were 
introduced,  and  pipcLlines  began  to  be  used  more  extensively  for  transjiorting  oil 
from  the  wells  to  railway  jwmts.  The  cost  of  transxx)rtation  of  oil  from  Pitnole 
to  New  York  in  December,  1865,  was  $5.55  by  one  route  and  $4.59  by  another. 

During  1866  and  1867  production  increased  rapidly  and  prices  fell  greatly.  There 
were  a  number  of  bank  failures.  Mr.  John  Ponton,  in  a  pamnhlet  entiued  *'  The 
Crisis  in  the  Oil  Region,"  estimated  that  a  profit  of  $504  coula  be  secured  during 
the  first  year  of  production  of  the  average  oil  well,  costing  $3,500,  by  the  use  of 
gas  as  fuel  for  pumping;  but  if  coal  should  be  necessary  for  pumping  there  would 
be  a  loss  of  $1 ,507.  He  advocated  a  restriction  of  output.  But  meantime  improve- 
ments in  transportation  were  being  made,  which  soon  brought  renewed  prosperity 
to  the  oil  producers. 

In  1860  the  Petroleum  Producers'  Association  of  Pennsylvania  was  organized 
esi)ecially  for  the  purpose  of  securing  statistics  of  production,  and  thus  protecting 
the  producers  from  tne  depression  of  prices  by  speculators.  A  circular  stating  the 
objects  of  this  association  was  submitted  bythe  witness.  Prices  were  higher  than 
during  any  of  the  three  previous  years.  There  was,  however,  a  decline  during 
1870.  About  1871  the  first  discoveries  of  oil  in  the  Bradford  field  were  made, 
but  the  field  was  not  developed  until  considerably  later.  During  1872  tiie  Butler 
and  Clarion  fields  were  rapidly  developed,  so  that  there  was  soon  an  overproduction 
of  oil.    (Boyle,  405-421,  454.) 

Mr.  Emery  also  makes  a  brief  statement  of  the  early  history  of  the  oil  business, 
dwelling  especially  on  the  history  of  pipe  lines.    (603,  604.) 

2.  Oil  exchaiiqes  and  speculation. — ^In  the  early  days  of  the  oil  business  the 
prices  received  by  producers  were  determiued  in  part  by  the  so-called  dump  men. 
owners  of  *'  dumps ''  or  tanks,  who  gathered  up,  and  sold  again,  the  oil  of  th^  small 
producers.  The  dump  man  developed  into  a  refiner  later  on;  and  as  a  refiner  he 
especially  made  a  business  of  handhng  oil  from  the  bottoms  of  tanks,  not  salable  on 
the  general  market.  The  agents  of  larger  refineries  went  from  place  to  place,  baying 
oil  directly  from  producers  and  often  following  the  prices  of  tne  dump  men.  Ijiater 
on  these  agents  became  more  systematic  in  tneir  methods  and  finally  met  Tegn- 
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larly  at  special  places  to  deal  with  producers.  Thus  originated  oil  exchanges, 
which  at  first  were  more  in  the  form  of  chambers  of  commerce,  bnt  later  took  on 
more  distinctly  the  form  of  exchanges.  The  oil  exchanges  at  Titusville,  Oil  City, 
and  Franklin  were  organized  formally  about  1871.  These  became  nomerons  and 
speculation  npon  tiiem  rapidly  increased,  both  among  producers  themselves  and 
among  outside  persons,  llie  producers  who  refrained  from  speculation  invariably 
got  wealthy,  wnile  those  who  speculated  became  poor.    (Boyle,  448-451.) 

B.  StatisticB  of  production  and  pxicet. — Crude  oil  is  produced  in  a  number  of  different 
States  of  this  country  and  in  numerous  f  oreig[n  countries,  especially  Russia.  For 
statistics  of  the  world's  production,  by  countries,  see  above  (p.  134).  The  quality 
known  as  Pennsylvania  oil,  which  is  also  found  largely  m  New  York,  West 
Virginia,  and  a  ^rt  of  Ohio,  is  considered  much  sux>erior  to  Ohio  or  Lima  oil 
and  that  found  in  California  and  other  States,  as  well  as  to  Canadian  and 
Russian  oil. 


The  following  statement  was  submitted  by  Mr.  Archbold.     (5(58.) 

Crude  oil  production,  by  States,  years  1S96,  1897. 

[Barrels  of  42  gallons.] 


States. 


PennsylvBiiia , 

New  York 

West  Virginia 

Ohio  (Pennsylvania  oil) 

Ohio  (Lima  oil) 

Indiana 

Kentucky 

Tennessee 

MisMnri 

Colorado 

California 

Kansas 

Wyoming 

illmois 

Texas  

Indian  Territory 


Total 


lam. 


19,7«5.779 
790.(106 

10,00&.9e6 

anon  iMtJc 
,  Jlw,dDO 

20,576,139 

4, 644},  052 

1,680 

4,325 

43 

961,4^ 

1,262,777 

113,  sn 

2,878 
250 

1,460 
170 


60,864,401 


60,486.490 


1807. 

Increase  or 

decrease. 

18,430,180 

1,366,590 

771,606 

35.000 

13.078,011 

8,072.045 

2,877,193 

488,172 

18,682.6n 

1,882,462 

4,110.356 

536,506 

322 

1,358 

4,377 

52 

10 

24 

477,499 

116,040 

1,903,411 

660,634 

81,096 

32,473 

3,660 

772 

600 

250 

65,975 

64,585 

625 

465 

Increase 
or  de- 
crease. 


Percent. 

6.0 

4.8 
30.7 
14.5 

0.2 
11.5 
80.8 

1.2 
65.8 
32.1 
51.0 
28.6 
30.3 
100 


367,002 


0.6 


Average  valne 
per  Wirrel. 


1886. 


11.186 

1.170 

1.180 

1.180 

.739 

.630 

.650 


4.30 
.883 
.090 
.460 

8.00 

5.00 
.720 

4.000 


960 


1897. 


$0,795 
.786 
.788 
.788 
.520 
.466 
.600 


9.16 
.810 
.900 
.400 

8.00 

4.00 
.570 

3.30 


676 


Total  value  cf  production,  1896 |58,518,709 

Total  value  of  production,  1897 40.929,611 

Decrease 17,680,088 

1.  Pennsylvania  oil, — Mr.  Boyle  and  Mr.  Archbold  submitted  the  following 
table  showing  the  average  daily  production  of  Pennsylvania  crude  oil  from  1870 
to  1898,  the  average  price  of  crude  oil  per  barrel  of  42  gallons  and  of  refined  per 
gallon,  and  the  variations  in  stocks  on  hand.  (485, 547.)  It  should  be  noted  tnat 
the  price  of  refined  oil  includes  the  value  of  the  barrel,  worth  about  2i  cents  -per 
gallon.     (But  see,  as  to  value  of  barrels,  Mr.  Westqate,  p.  1332.) 

Production  and  prices  of  Pennsylvania  oil. 


Year. 


Average 
daily 

produc- 
tion. 


Average 

price 
per  bar- 
rel. 


im 

M71 

M72 

1878 JI244 

JEt .fi»i^ 

1W6 

1876 

wn j^J^^. 

1878 

1870 

1880 


Barrels. 

15,360 

13.90 

15,800 

4.40 

17,925 

8.75 

27,106 

1.80 

29,987 

1.15 

24,075 

1  24( 

24,605 

2.57* 

85.088 

2.89» 

41,544 

1.17i 

54,206 

.85( 

71,114 

.94i 

Refined, 

per 
gallon. 


•0.281 

.24i 
.281 

.m 

.13 

.13 

.19i 

.15} 

.10} 

.O^k 


Stocks  in 
creased. 


Barrels. 
203,872 


562,223 

541,134 

2,080,462 


303,098 
1,487,463 
3.036,966 

8,692,848 


Stocks  de 
creased. 


Barrels. 
'*"i2,'626' 


155,430 
725,461 


Total 
Btocks. 


Barrels. 
544,626 
532,000 
1.084.423 
1,625.157 
8,705,630 
3.550,200 
2,824,730 
3,127,837 
4.615,300 
8,552.266 

17,145,104 
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Production  and  prices  of  Pennsylvania  oil — Continued. 


Year. 


1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1800 
1891 
1892 
1893 
1894 
1895 
1896 
1897 
1898 


^t0. 


Averaee 
daily 

produc- 
tion. 


Average 

price 
per  bar- 
rel. 


Barrels. 
75,  (XM 
82,338 
63,365 
65,129 
56,921 
70,679 
58,846 
45,058 
58,869 
82,376 
96,191 
91,328 
85,296 
84.334 
84,820 
92,815 
96,357 
85,206 


•0.85i 

.78i 

1.061 

.831 

.88f 

.661 

.87 

.861 
.86J 
.55i 
.64 
.831 
1.35f 
1.19 
.781 
.9U 


Refined, 

Ser 
Ion. 


10.08 
.071 
.08t 
.081 
.08^ 
.07fr 
.06J 
.07* 
.07i 
.071 
.06  J 
.0607 
.0524 
.0519 
.1)736 
.0698 
.0591 
.0631 


Stocks  in 
creased. 


Stocks  de- 
creased. 


Barrels. 

8,615,947 

8,574.003 

1,380,421 

1.157,327 


6.047,719 
2,052,155 


4,488.678 

1.239.069 

752,101 


BarreU. 


3,333.854 
171,140 
5,011.786 
9,752,638 
7,699.681 
1.609,279 


5,284.206 
5.n4,408 
1,174.872 


Total 
stocks. 


BarreU, 

25,761.051 

34,335,144 

35.715,565 

36,872.892 

33,539,038 

33,367,898 

28,357,112 

18,604,474 

10,904,798 

9.295.514 

15,343,233 

17,385.389 

12.111,183 

6,336.777 

5,161.906 

9,550,583 

10,789,662 

11,541,758 


Since  1870  the  daily  production  has  increased  450  per  cent;  the  price  of  crude  oil  has  declined 
75  per  cent,  and  the  price  of  refined  about  75i  per  cent. 

Mr.  Lee  ^ves  figures  showinff  the  highest  and  lowest  prices  of  crude  oil  for 
each  year  since  1860  to  1897,  ana  explains  some  of  the  chief  fluctuations.  The 
South  Improvement  Company  was  formed  in  1872  and  largely  controlled  transpor- 
tation, by  this  means  depressing  prices  of  crude  oil.  New  discoveries  of  oil  in 
Butler  County  further  decreased  prices,  but  in  1876  and  1877  the  working  out  of 
this  field  and  increased  speculation  again  raised  prices  largely.  The  rise  in  1883 
was  due  to  the  practical  giving  out  of  the  Cherry  Grove  field,  opened  in  the  pre- 
vious year,  and  to  the  decline  in  the  Bradford  field.  The  increase  from  1888  to 
1890  was  due  to  restriction  of  production  by  agreement.  The  heavy  production 
of  the  McDonald  field  then  greatly  reduced  prices,  while  the  increase  in  1895  and 
1896  was  made  arbitrarily  by  the  Standard  Oil  Company.     (279,  283) . 

2.  Ohio  oil, — ^As  to  the  quality  of  Lima  oil,  see  p.  135. 

Mr.  Davis  states  that  the  Macksburg  oil  field,  about  25  miles  from  Marietta, 
produces  a  hi^h  quality  of  oil,  containing  much  paraffine,  and  known  as  '* white- 
sand  oil."  M^re  recently  the  Coming  field  has  Deen  discovered  40  miles  north- 
west from  Marietta.  The  oil  is  in  many  ways  as  valuable  as  the  white-sand  oil, 
but  the  price  is  fixed  hy  the  Standard  Oil  Company,  through  its  pipe  lines,  at  17 
cents  per  barrel  less.  The  production  of  oil  in  these  two  fields  is  about  10,0(K)  bar- 
rels per  day,  while  in  the  Lima  field  it  is  about  60,000  barrels  per  day.     (352, 353.) 

3.  Canadian  oi/.— The  production  of  crude  petroleum  in  Canada  is  confined 
almost  altogether  to  western  Ontario.  The  total  production  is  about  750,000  or 
800,000  barrels  per  year.  Practically  all  of  this  is  refined  and  used  in  Canada, 
and  in  addition  about  38  per  cent  of  the  entire  amount  of  refined  products  used 
is  imported  from  the  United  States.  Most  of  the  crude  production  is  in  the 
hands  of  small  owners,  but  the  Standard  Oil  Company  controls  about  25  per  cent. 
(Gall,  672,  673.) 

Mr.  Gall  testifies  that  Canadian  oil  is  much  inferior  to  Pennsylvania  oil,  and 
even  to  Ohio  oil.  The  difference  in  price  made  hy  his  company  between  Penn- 
sylvania and  Ohio  oil  is  usually  about  li  cents.  The  witness  believes  that  the 
Standard  Oil  Company  has  been  selling  Ohio  oil  in  Canada  under  the  name  of 
Pennsylvania  oil.     (681.) 

4.  Russian  oil  is  not  as  productive  of  illuminants  as  American  oil,  and  the 
refined  oil  is  inferior  in  quality,  containing  some  sulphur.  The  basis  of  American 
oil  is  paraffine,  and  from  75  to  78  per  cent  of  illuminating  oil  can  be  obtained 
from  Pennsylvania  crude.  The  basis  of  Russian  oil  is  asphalt,  and  it  g^ves  only 
about  25  per  cent  of  refined  oil.  California  oil  also  has  an  asphalt  base.  (Emery, 
626.) 

As  to  amount  of  production  and  strength  of  competition  of  Russian  oil,  see 
above  pp.  133, 134. 

C.  Kethod  of  leaiiiig  lands. — In  many  instances  oil  producers  buy  lands,  but  the 
more  common  custom  is  to  lease  them  for  oil  purx)oses,  giving  the  owner  one- 
eighth.    The  lease  usually  runs  for  20  years.     (Davis,  364.) 
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Mr.  MoNNBTT  mentions  one-sixth  as  the  ayerage  amonnt  that  goes  to  the  land- 
owner in  Ohio.     (31 1 . ) 

The  proportion  of  the  value  of  oil  ^roing  to  the  landowners  as  royalty  has 
varied  from  one-half  to  one-eighth,  the  latter  proportion  now  prevailing  in  most 
parts  of  the  oil  fields.     (Archbold,  539,  540.) 

B.  Cost  of  diJBiiig  weDs— WBgM. — ^Mr.  Emery,  who  has  drilled  several  thousand  oil 
wells,  testifies  that  in  the  lower  oil  regions,  where  wells  are  sometimes  as  deep  as 
3,000  feet,  the  cost  is  often  |8,000  or  $10,000.  In  the  upper  region  the  cost  was 
formerly  about  $2,500,  the  average,  perha];)s,  for  both  regions  being  about  $4,000. 
But  it  would  be  impossible  to  drill  wells  at  these  figures  to-day,  since  the  price  of 
iron,  which  is  largely  used  in  casing,  has  doubled.     (661 . ) 

Mr.  Davis  states  that  the  cost  of  producing  oil  had  decreased  materiallv  until 
1899,  when  the  increase  in  the  price  of  iron  for  casing,  tubing,  and  macninery 
increased  the  cost  of  sinking  wells.  The  cost  of  production  varies  greatly  in 
different  fields  according  to  the  depth,  the  kind  of  casing  which  must  be  used, 
and  the  amount  of  production.  The  cost  of  drilling  may  be  $5,000  or  $6,000. 
Expert  drillers  are  paid  $4  or  $5  ]^r  day.     (363,  364.) 

Most  labor  in  the  drilling  of  oil  wells  is  4one  by  contract,  so  that  it  is  difficult 
to  estimate  the  average  rate  of  wages  or  the  average  length  of  time  the  men  are 
emploved.  The  wages  differ  considerably  according  to  the  skill  of  tiie  worker;  a 
firstKJass  man  is  likely  to  earn  as  much  as  $1,000  in  a  year.  The  labor,  both  in 
drining  and  in  refining  oil,  is  well  cared  for,  and  is  loyal  to  the  producers  and  to 
the  Standard  Oil  Company.     (Boyle,  483,  484 ;  see  also  p.  145.) 

B.  PropoTtioiL  of  omde  produetioii  controlled  by  Standard. — Mr.  LocKWOOD  testifies  that 
the  Standard  Oil  Comx>anj  owns  a  large  i)ercentage  of  the  Ohio  fields,  and  has  oeen 
acquiring  much  production  in  the  Pennsylvania  and  Virginia  fields.  Its  policy 
has  been  to  depress  the  price  of  crude  oil,  so  that  lands  could  be  purchased  at  low 
figures.  Thus  the  price  of  Lima  oil  was  kept  down  to  between  10  and  20  cents,  after 
the  Standard  Oil  Compan  v  had  introduced  its  pipe  lines  and  had  influenced  the 
railways  to  fix  high  rates  tor  transportation,  so  tnat  it  practically  fixed  the  price 
of  oil.  The  purchases  in  the  Pennsylvania  and  Virginia  fields  also  were  made  just 
before  the  great  rise  of  prices  in  1896  and  1897.    By  increasing  prices  after  these 

gnrchases  of  land  the  public  is  made  to  pay  for  the  investment.  Moreover,  stocks 
ad  been  reduced  to  between  4,000,000  and  5,000.000  barrels,  and  the  law  of  supply 
and  demand,  as  well  as  the  desire  of  the  Standard  Oil  Comx>any  to  make  pronts, 
forced  an  increase  of  price.     (402,  403. ) 

Mr.  Phillips  confirms  the  general  features  of  this  testimony.     (592.) 

Mr.  Lee  states  that  the  Standard  Oil  Company  controls  from  28  to  25  per  cent 
of  the  production  of  crude  oil.  More  than  half  of  the  entire  production  is  owned 
by  men  who  produce  less  than  10  barrels  a  day  each.  The  owners  of  from  40  to 
50  per  cent  hold  stock  in  the  independent  pipe-line  and  marketing  companies. 
The  effect  of  the  production  of  crude  by  the  Standard  Oil  Company  has  been  to 
reduce  prices.  It  is  able,  by  its  large  capital,  to  drill  deep  wells  and  secure  high 
production.  It  has  also  leased  large  blocKs  of  oil  lands  in  West  Virginia  and  has 
neld  them  for  future  development.     (281 ,  282, 285. ) 

R^^ding  the  Ohio  field,  Mr.  Davis  testifies  that  when  territory  is  found  to 
produce  oil  in  profitable  quantities,  various  companies,  such  as  the  South  Penn- 
sylvania Oil  Company,  the  Ohio  Oil  Company,  the  Carter  Oil  Company,  etc.,  which 
are  believed  to  be  creatures  of  the  Standard  Oil  Company,  buy  up  the  ground 
largely.  They  have  plenty  of  capital  and  pay  fair,  even  exorbitant  prices,  over- 
bidding their  competitors.     (354. i 

in  reply  to  the  charges  of  Mr.  lliockwood  that  the  Standard  Oil  Company  had 
used  its  control  of  prices  of  crude  oil  to  depress  the  value  of  oil  lands  and  secure 
practically  the  entire  control  of  crude  production  in  Ohio,  Mr.  Archbold  submit- 
ted the  following  statement,  showinj^  the  amount  and  proportion  of  the  total  crude 
output,  both  in  Pennsylvania  and  in  Ohio,  produced  by  the  Standard  Oil  Com- 
pany. It  is  to  be  noticed  that  while  the  proportion  of  Pennsylvania  oil  produced 
by  that  company  has  rapidly  increased,  the  proportion  of  Lima  oil  controlled  by 
it  for  some  time  decreased  rapidly  and  later  increased  only  slowly.  (While  Mr. 
Lockwood's  statement  referred  to  ownership  of  land  and  Mr.  Archbold 's  to  pro- 
duction of  oil,  some  degree  of  correspondence  between  land  ownership  and  oil 
production  would  naturally  be  expected.)     (561.) 
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Large  plants,  economy  of 68, 88, 185 

Laws.     (See  Corporation  lawSj  Lecfidaiion^  PMidtyj  Stockholders^  etc.) 

Legislation: 

Antitnist 226,228,233,234 

Capitalization,  regulation  of 250 

Common  law,  sufficiency  of 227, 242, 251 

Corporations,  ix)wer  of  States  over 226 

Regulation  of 228,240-248 
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Legislation — Continued.  **««e. 

Existing,  effect  of 226,227 

Justification  of,  discussed ^ 225 

National,  discussed 232-239 

Publicity,  laws  requiring,  discussed 229-232 

Railways,  regulation 229,238 

State,  recommendations,  generally 228, 230 

Stockholders,  protection 242-248 

Tariff 229,238,239,253 

Uniformity,  desirability  of 229 

Legislatures,  effects  of  combinations  in  corrupting 224 

Logan,  Emery  &  Weaver,  suit  as  to  railway  aiscnminations 161 

Machinery,  monopoly 179, 201 

Management     (See  Superintendence,) 

Massachusetts,  capitalization,  regulation  of 251-253 

Mines  and  mining  lands: 

American  St^l  and  Wire  Company 199 

Federal  Steel  Company 194,196 

National  Steel  Company 190 

Proportion  controU^  by  combinations 203 

Monopoly  (see  also  Output) : 

Common  law  as  remedy 226 

Competition  as  remedy 219, 220 

Difficulty  of  proving  intent 228 

Laws  prohibiting 228 

Nails,  wire,  prices,  and  control  of  output 202 

National  laws: 

Discussed  jjenerally : 232-239 

Incorporation  laws,  discussed  . . . '. 236, 237 

^  ational  Shear  Company 205-207 

National  Steel  Company 190-192 

National  Transit  Companv: 

Contracts  with  Pennsylvania  Railroad,  1881, 1884 152, 153 

Contract  with  Tidewater  Pipe  Line  Company,  1883 153 

Powers  and  business  of 104, 105 

New  Jersey: 

Capital  of  corporations,  payment  of 251 

Corporation  laws,  provisions  of 240 

Compliance  with  laws,  discussed 81, 176,  UK),  195, 243-247 

StocKholders,  stock  books,  etc.,  regulations  concerning 243-247 

Taxation  of  corporation 241 

Oil: 

Crude — 

Canada 138 

Early  history  of  industry 136 

Ohio 135,138 

Prices  and  effect  of  combination 137-142 

Production 137-142 

Production,  restrictions  of 143-145 

Purchase  of,  by  pipe  lines 105 

Restriction  of  output , 143-145 

Russian 133,134,138 

Speculation  in. .- 136 

Drilling  of  wells,  cost  of,  wages,  etc 139 

Independent  companies,  history  and  character  of 107, 1 10 

Attempts  of  Standard  to  control 1 10, 1 11 

Effects  on  producers  and  refiners 112 

Combination  with  Standard,  proposition  for Ill 

I.Ands,  leasing  of 138 

Control  of,  by  Standard 139 

Output,  control  by  combination 122, 123 

Prices 125-129 

Refined,  production  of,  world's 133, 134 

Refining,  cost  of 129^130 

Standara  Oil  combination 95-173 

Outage  on  tank-car  shipments 169 


/ 
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Output,  control  of,  by  combinations:  Pia«e. 

American  Steel  and  Wire  Company 201 

American  Tin  Plate  Company 177 

Federal  Steel  Company 197 

International  Silver  Company 209 

Iron  and  Steel  Companies.  ..1 203 

National  Shear  Company 206 

National  Steel  Company 190,191 

Standard  Oil  Company — 

Refined  oil •. '. 122,123 

Crude  oil 139 

SuRar  combination 60 

Whisky  combinations 81, 85 

Partnerships,  character  and  working  discussed 218-220 

Patents,  exclusive  right,  removal  discussed 137 

Control  by  American  Steel  and  Wire  Company. . .  j 203 

Petroleum.     (SeeOi/.) 
Pipe  lines : 

Absorption  by  Standard 100-102 

Charges  and  cost  of  transportation 106, 153 

Crude  oil,  purchase  by 101, 105, 140 

Discriminations  by 106 

History,  early 100 

Independent,  history  of 110 

Control  by  Standard,  attempted 107 

Opposition  of  Standard  to 103 

Opposition  of  railways  to 103 

Railways,  agreements  with •. 152-154, 164 

Standard  lines,  eflBciency  of 105 

Effect  of  monopoly 105 

Favored  by  railways 154, 164 

Volume  of  business 105 

Tipe-line  law,  free,  opposition  of  Standard  to 102 

Plants  (see  also  Oyiput) : 

I^rge,  advantage  of 68,88,185 

Specialization  of 185, 193 

Value  of.     (See  Capitalization.) 

Politics,  effect  ot  combinations 199, 224 

Pools: 

Railway,  discussed 238 

Stock,  International  Silver  Company 208 

Whisky,  early 76 

Press,  relation  of,  to  Standard  Oil  Company 172, 173 

Prices: 

Effect  of  change  in,  on  dealers  and  consumers — 

Tin  plate : 184 

Whisky 87 

Effect  of  combinations — 

Generally 12?,  123 

American  Steel  Hoop  Company 192 

American  Steel  and  wire  Company 202 

American  Tin  Plate  Company 182-184 

Glucose  Sugar  Refining  Company 213 

International  Silver  Company 209 

National  Shear  Company 206 

Standard  Oil  Company,  crude  oil 140-142 

refined  oil...., 125-129 

Sucar  combination 63 

Whisky  combination 81-86 

Export  traile,  policy  in  fixing 193, 205 

Iron  and  steel 191,197 

Monopolistic  power  to  raise 63,86,128,129,202 

Oil,  refined,  1865-1899 127,128 

Policy  of  combinations 68,86,202 

Quasi-public  corporations,  regulation  advocated 229 

Raw  materials,  effect  of  coinbinationon  producers 220 

Reliate  system,  described 226 
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Prices — Continued. 

Special  cuta  in —  P««e. 

Standard  oil 112-117,122 

Whieky  trust 82 

Steel  products 182,192,197,202 

Tin  plate 182-184 

Processes,  improvement  by  combination: 

Federal  Steel  Company 198 

Standard  Oil  Company 132 

Suear  combination 68 

Whisky  combination 88 

Producers'  Oil  Company: 

History  and  character 107 

Stock  of,  bought  by  Standard 110 

Producers  and  Rc^ners'  Oil  Company 107-110 

Plofite: 

American  Tin  Plate  Company 176 

National  Steel  Company 190 

Standard  Oil  Company 98,139 

Whisky  combinations 77 

Promoters,  profits  of: 

American  Steel  and  Wire  Company 200 

American  Tin  Plate  Company.  .^ 175 

Distilling  Company  of  America 81 

Federal  Steel  Company 195,196 

National  Steel  Company 190 

Promotion,  regulations  concerning 250-253 

Properties,  value  of.     (See  ChpUcuizcUion,) 
Prosecutions.     (See  Suits,) 
Protection.     (See  Tariff.) 
Publicity: 

Legislation  requiring,  discussed 230-232 

New  Jersey,  requirements  concerning,  and  their  enforcement 243-247 

Qualitv  of  proauct: 

Effect  of  combination,  oil 135 

Tin  plate 184,189 

Quasi-public  corporations: 

Capital,  regulation  of 252 

Chains,  r^ulation  of 229 

Public  ownership  of 230 

Railways: 

Capitalization,  regulation  in  caise  of  consolidation 253 

Combinations  amon^ 238 

Combinations,  relations  to 216 

Government  ownership 239 

Interstate  Commerce  Commission,  powers  of 239 

Opposition  of,  to  independent  pipe  lines 103, 152 

Pooling  contracts,  discussed 238 

Rates,  State  control  of 229 

Railway  discriminations: 

Baltimore  and  Ohio  receivers*  letter 159 

Existing  regulations,  working  of 237 

Logan,  Emery  &  Weaver  case 161 

Standard  Oil  Company — 

Before  interstate-commerce  act 145-158 

Buying  of  lubricating  oils : 171, 172 

Canadian  roads 163,164 

Exclusive  shipments  of  Standard's  oil 171 

Long  and  short  haul 164 

Pipe  lines,  agreement  with 152-155 

Rates  changed  at  dictation  of  Standard 170, 171 

Rates,  through,  on  oil  refused 162, 163 

Refusal  to  furnish  cars 155 

Since  Interstate  Commerce  Act 158-172 

Existence  denied 159, 160 

Shipping  points  of  combination  favored 161 

Tank  and  oarrel  shipments 167 
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Railway  discriminations — Continued. 

Standard  Oil  Company — Continued.  Pa«e- 

Terminal  facilities  turned  over  to  Standard 171 

Underbilling  of  tank  care 164-167 

Whitinff,  Ind.,  lower  rates  from 162 

Steel  and  Wire  Company,  receipt  of,  denied 203 

Sugar  combination,  receipt  of,  aenied 68 

Testimony  of  railway  officera  as  to,  untrustworthy 160, 161 

Tin-plate  combination,  receipt  of,  denied 186 

United  States  Pipe  Line  Company,  favored 160 

Raw  material,  effects  of  combinations  on  producers 220 

Rebates,  pipe  line 106 

Rebates  to  dealera — 

System  described 225 

Standard  Oil  Company 117,118 

Sugar  trust 64 

Whisky  trust 83,84 

Rebates,  railway  (see  also  Railway  discriminations) : 

South  Improvement  Company,  contract  for 146, 149 

Standard  Oil  Company,  amount  of,  1877^1879 151 

On  com^titors'  shipments 146, 157, 158 

Rectifying  of  whisky 75 

Remeoies.     (See  Anti-trust  laws,  Corporation  laws,  Legislation,) 

Reports,  corporation 230-232,243-248 

Reports  of  work  of  plants: 

American  Steel  Hoop  Company 193 

American  Tin  Plate  Company 185 

Rice,  George': 

Negotiations  with  Standard  Oil  Company 155, 156 

Railway  discriminations  against \ 155-158 

Rogere  Brothere,  trade-marks 211 

Salaries  of  officera.  International  Silver  Company 209 

Selling,  saving  in,  by  combination: 

American  Steel  and  Wire  Company 203 

Commercial  travelera,  displacement  of 221 

International  Silver  Company 210 

Tin-plate  combination 186 

Whisky  combinations 89 

Sh^'pment,  immediate,  of  crude  oil 107 

Shears,  combination  in,  effects,  etc 205-207 

Shut-in  movements,  crude  oil  production 143-145 

Silverware^  combination  in,  prices,  etc 209, 210 

Specialization.     (See  Plants,  spedcUizcUion  of.) 

Speculation: 

Effect  of  combinations,  generally 224 

Federal  Steel  Company 197 

International  Silver  Company 208 

Oil,  crade,  effect  of 136 

Whisky  combinations 77 

South  Improvement  Company 147-149 

Spirits.     (See  Whisky.) 

Spirits  Distributing  Company 78 

Standard  Distilling  and  Distributing  Company 78,  79, 85 

Standard  Oil  combination  (see  also  Oil)  95-173 

Steel: 

Control  of,  American  Tin  Plate  Companv 181 

Exportation  of ". 193,199,204 

Output,  control  of 203 

Prices  of 182,183,191,192,197,202 

Prices,  reasons  for  increase 203 

Tariff  on 192,193,199,204 

Steel  companies: 

Description  and  effects 190-204 

Relations  between 192, 1 94, 203 

Stock  (see  also  Capitalization) : 

Bonus  for  loan.  National  Shear  Company 206 

Bonus  of  common 174, 175, 190 
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Stock— Continued.  P8»e. 

Issues  of  further,  only  at  par,  Federal  Steel  Company 196 

Prices  of,  American  Tin  Plate  Company 176 

International  Silver  Company, 208 

Whisky  combinations 81 

Purchase  of,  by  corporation,  Federal  Steel  Company 195 

Speculation  in 77,197,208,224 

Transfer  of,  transfer  books,  etc 244--247 

Trusts  of 243,252 

Stockholders: 

Liability  of 240 

Protection  of 242-248 

American  Tin  Plaie  Company 176 

Federal  Steel  Company 194,195 

Street  railways,  regulation  of  capital  in  case  of  consolidation 253 

Subsidies,  ship,  n^d  of 204 

Sugar: 

Prices,  refined,  effect  of  combination 69 

Raw,  production 69 

Tariff,  effect  of 71-74 

Prices,  effect  of  combination 70 

Refineries,  value  and  capitalization 67 

Refining,  cost  of 65, 71 

Tariff- 
Countervailing  duties 74 

Excessive  protection,  cause  of  combination 59 

Refined,  enect  and  sufl&ciency,  discussed 70, 71 

Su^r  combination - 59-74 

Suits: 

DiflBculty  of  enforcing  laws 227 

Logan,  Emery  &  Weaver  case 160 

Standard  Oil  Companv,  Matthews  case 125 

Standard  Oil,  Ohio  suits 99 

Superitttendence : 

Sa\-ing  by  combination — 

American  Steel  Hoop  Conapany 193 

American  Steel  and  Wire  Company 203 

Federal  Steel  Company 197 

International  Silver  (Company 210 

Personal,  need  of 185 

Superior,  by  combination,  economy  of 193, 198 

Supplies.     (See  Buyina,) 

Syndicate  of  steel  proaucers  in  Europe : 205 

Timk  cars: 

Advantages  to  railways 168 

Furnishing,  by  railways 170 

Mileage  on.  168,169 

Railway  discriminations  in  favor  of 167 

Tariff: 

Excessive,  as  cause  of  combination 59, 189, 207 

Removal  as  remedy  for  combination 237 

Shears 206 

Steel  billets  and  bars,  no  longer  necessary  on 192 

Steel  industry,  still  necessary  in 193, 199, 204 

Sugar,  raw '^^'l^ 

Sugar,  refined,  suflSciency  of,  discussed 70 

Tin  plate 187,188 

"Wire  rods  and  wire  products,  effects  and  need  of 204 

Taxation: 

Corporations,  existing  regulations 241 

National,  as  remedy  for  combinations 233 

State,  as  remedy  for  combinations 229 

Whisky,  discussed 90-93 

Excessive,  for  greatest  revenue 90 

Regulations  hamper  exportation 92, 93 

Teme  plate,  nature  of 174 

Tidewater  Pipe  Line,  contract  with  National  Transit  Company 153 

Railway  war  against 152 
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• 

The  State  has  established  a  commiBsioner  of  corporations,  who  mnst  certify  to 
the  correctness  of  the  form  of  organization.  The  first  statement  or  form  filed 
must  give  the  amount  of  capital  and  the  names  of  the  incorporators.  Within  80 
days,  on  penalty  of  liability  of  eyery  stockholder  for  the  debts  of  the  company,  a 
sworn  certificate  must  be  iued  that  the  entire  amount  of  capital  stock  has  actually 
been  paid  up,  either  in  cash  or  in  property,  the  value  of  which  has  been  duly 
approved  by  the  commissioner  of  corporations. 

The  statute  has  made  no  provision  for  a  distinction  between  preferred  and  com- 
mon stock,  and  the  commissioner  of  corporations  has  never  permitted  the  issue  of 
these  separate  classes.  There  is  a  provision  for  the  issue  of*'  special  stock,"  but 
the  common  stockholders  are  held  liable  for  every  debt  of  the  corporation  so  long 
as  such  sx>ecial  stock  is  outstanding,  so  that  it  is  practically  never  issued. 

Mr.  Myers  believes  that  a  certain  number  of  corporations  which  would  be  organ- 
ized in  Massachusetts  if  the  statutes  were  more  liberal  go  out  of  the  State 
to  incorporate,  while  the  custom  of  interstate  comity  allowb  them  thereupon  to 
conduct  their  business  within  the  State  of  Massachusetts.  The  result  is  some  loss 
of  income  to  the  State  in  taxation,  although  the  tangible  property  of  such  corpo- 
rations within  the  State  is  reached  by  the  general  property  tax.  But  the  vatneas 
believes  that  the  advantage  of  having  the  entire  corporate  business  of  the  State 
done  upon  a  sound  basis  more  than  offsets  any  disadvantage  in  the  way  of  driving 
corporations  out  of  the  State.     (1128, 1129,  1183.) 

2.  Capitalization  of  quaairpvblie  oorporationa, — ^During  1898  and  1894  a  strong 
agitation  arose  among  business  men  in  Massachusetts  concerning  the  possible 
overcapitidization  of  quasi-public  companies.  These  companies,  which  include 
railway,  street  railway,  gas,  electric-lignt,  telephone,  and  water  companies,  were 
conceived  by  the  people  to  be  doing  an  essentially  monopolistic  business.  It 
is  to  the  interest  of  the  community  that  any  particular  service  of  this  sort  should 
be  performed  exclusively  by  a  single  concern-.  These  lines  of  business  are,  in  the 
phrase  of  economic  writers,  ''natural  monopolies."  Owing  to  this  fact  they  are 
able  to  exact  excessive  charges  for  tiieir  services,  unless  regulated. 

The  State  of  Massachusetts,  for  the  sake  of  protecting  we  consuming  public, 
had  idready,  before  this  agitation  of  1894,  sought  to  control  the  charges  of  quasi- 
public  companies  to  a  degree  scarcely  reached  in  any  other  State.  Tnese  various 
corporations  are  required  to  report  to  the  commissioner  of  gas  companies,  railway 
commissioners,  etc.,  as  to  the  dividends  they  pay,  and  as  to  the  details  of  their 
earnings.  These  officers  have  power  to  fix  rates,  or  at  least  to  recommend  changes 
in  rates,  which  the  force  of  public  opinion  practically  compels  the  companies  to 
make. 

The  belief  of  those  who  desired  statutes  to  prevent  overcapitalization  was  that 
public  opinion  and  State  officials  might  be  deceived  as  to  the  reasonableness  of  rates 
by  inflating  the  capital  of  companies,  so  that  the  rate  of  dividend,  while  moderate 
upon  the  nominal  capital,  would  be  excessive  as  compared  ynth  the  actual  capital 
invested.  The  fundamental  idea  of  the  legislation  aUempted  was  to  supervise  the 
issue  of  stocks  and  bonds  in  such  a  way  as  to  insure  the  full  payment  of  the  value. 
The  laws  are  popularly  known  as  the  "  anti-stock- watering  laws.' 

The  first  of  these  statutes  provides  that  no  telegraph,  telephone,  gas,  electric- 
lijB^ht,  steam  or  street  railway,  or  water  company  snail  declare  any  stock  or  scrip 
dividend,  or  divide  the  proceeds  of  the  sale  of  any  stock  or  scrip  among  its  stock- 
holders, or  create  anv  aaditional  stock  unless  the  par  value  is  paid  in  cash  to  the 
treasurer.  Three  other  acts  provide  for  supervision  by  different  State  authorities 
as  to  issues  of  stock.  Thus,  in  the  case  of  gas  and  electric  companies,  it  is  pro- 
vided that  onl^  such  amounts  of  stock  and  bonds  may  be  issued  as  the  board  of 
gas  and  electnc-light  commissioners  shall,  by  formal  vote,  declare  to  be  requisite. 
The  specific  amounts  authorized  for  each  purpose  must  be  set  forth  in  this  vote  of 
the  board,  and  no  company  shall  apply  the  procee.ds  of  such  stocks  or  bonds  to  any 
purpose  not  thus  specified.    (1128-1180, 1135.) 

8.  Foreign  corporations. — It  was  feared  that  the  provisions  of  the  above  statutes 
might  be  evaded  by  arrangement  ynth  foreign  corporations.  Thus,  a  foreign  cor- 
poration might  secure  possession  of  the  stocks  and  bonds  of  local  companies,  and 
issue  its  own  obligations  on  the  basis  of  these  underlying  stocks  and  bonds.  It 
was  accordingly  enacted  that  if  any  foreign  corporation  owning  or  controlling  a 
majority  of  the  capital  of  any  domestic  corporation  should  thereafter  issue  stocks 
or  bonds,  based  upon  the  property  or  stock  of  such  domestic  corporation,  the 
supreme  judicial  court  might,  m  its  discretion,  dissolve  the  domestic  corporation. 
(1131.) 

4.  Evasion  of  law  hy  means  of  trusts, — ^Mr.  Mters  states  that  these  restrictions 
to  prevent  overcapitalization  nave  been  of  late,  to  some  extent,  evaded  by  the 
device  of  putting  the  majority  or  all  of  the  shares  of  a  company  into  the  hands  of 
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trustees,  who  issue  certificates.  There  is  no  provision  of  the  law  to  prevent  the 
issne  of  snch  certificates  in  excess  of  the  amount  of  securities  held,  nor  does  the 
witness  know  of  any  satisfactory  method  by  which  such  an  arrangement  can  be 
prevented.  The  evil  may,  pernaps,  be  reached  by  a  public  uprising  similar  to 
that  which  brought  about  tne  present  laws.     (1131,  1 135.) 

5.  Consolidation  of  railtoays  and  street  railways, — Another  form  of  overcapi- 
talization, which  is  especially  likely  to  occur  in  the  case  of  railways  and  street 
railways,  is  in  connecnon  with  consolidations  of  different  lines  by  purchase  or 
lease.  Thus,  a  street  railway  company  may  be  leased  to  another  company,  the 
latter  agreeing  to  pay  10  per  cent  upon  its  capital  as  a  rental.  This  becomes  a 
fixed  charge,  and  the  lessee  company  may  plead  it  as  such  in  defense  of  higher 
fares.  To  avoid  this  abuse,  a  provision  of  the  Massachusetts  laws  requires  that 
all  consolidations  of  railways  and  street  railways,  in  whatever  form,  must  receive 
the  approval  of  the  board  of  railroad  commissioners,  after  public  hearing.  An 
expert  values  the  property  of  each  company  and  the  commissioners  restrict  the 
rates  of  rental,  or  the  number  of  shares  of  tiie  consolidated  company  which  may 
be  issued.     (1131,1132.) 

6.  New  stock  not  to  he  sold  under  market  value, — Still  a  further  provision  of  the 
Massachusetts  laws  is  that,  when  the  shares  of  any  company  are  worth  more 
than  par,  new  shares  are  not  to  be  issued  simply  at  par,  but  must  be  sold  at 
auction  at  the  market  price.  If  the  shares  should  be  issued  at  par  to  the  stock- 
holders, this  would  amount  to  a  capitalization  of  accumulated  earnings.  Accord- 
ingly»  when  such  new  shares  are  issued,  the  various  boards  having  control  of  the 
different  classes  of  corporations  are  authorized  to  ascertain  what  the  market  value 
is,  and  to  prevent  the  issue  of  shares  at  less  than  that  value.  In  this  way  the  cor- 
poration secures  an  amount  of  money  upon  its  shares  equal  to  the  fair  value  of 
the  stock  issued.     (1182.) 

P.  Englith  and  Oerman  rejralatiaiif  ai  to  promotion  and  eapitaliiation. — Mr.  DiLL,  a 
lawyer  of  New  York,  testifies  that  the  English  laws  concerning  corporations  are 
considerably  in  advance  of  any  in  this  country,  although  those  of  New  Jersev 
follow  some  of  the  most  important  provisions  of  the  foreign  statutes.  The  English 
law  requires  that  all  stock,  into  whosever  hands  it  may  come,  shall  be  deemed 
subject  to  be  paid  in  full  in  cash  unless,  before  the  stock  is  issued,  a  contract, 
ox>en  to  the  public,  has  been  filed,  showing  which  part  of  the  stock  has  been  issued 
for  cashjWhich  for  property,  and  the  character  and  value  of  the  propertv  thus 
taken.  The  witness  believes  that  some  such  provision  should  be  made  m  all  cor- 
poration laws.  The  degree  of  publicity  thus  required,  however,  is  still  insuffi- 
cient, and  bills  are  now  pending  before  the  British  Parliament  providing,  first, 
that  every  statement  contained  in  every  prospectus  or  promotion  scheme  shall  be 
deemed  to  refer  to  money  unless  otherwise  stated;  second,  that  every  director 
and  officer  of  the  company  shall  be  held  x>ersonally  liable  for  all  statements  or 
proei>ectuses  issued,  this  responsibility  extending  to  the  failure  to  state  material 
facts,  as  well  as  to  direct  misrepresentation.  Tne  effect  of  such  restrictions  as 
these  in  the  United  States,  Mr.  Dill  believes,  would  be  to  drive  out  many  illegiti- 
mate comx>anies.    (1082, 1088.) 

Mr.  LXTYTIBS  states  that  in  Germany  the  law  makes  every  promoter  of  a  cor- 
poration resi)onsible  for  the  truth  of  the  statements  he  makes  in  advertising. 
The  minority  of  corporation  stockholders  are  also  given  much  greater  power  than 
in  this  country.  Speculation  by  officers  and  other  mismanagement  is  carefully 
restricted.     (257.) 

O.  Corporate  ihares  without  nominal  valne. — ^Mr.  Stetson,  a  corporation  lawyer  of 
New  York,  advocates  a  proposal  made  by  a  committee  of  the  Bar  Association  of 
New  York  in  1892,  although  it  was  never  acted  upon  by  that  association.  This 
was  to  permit  the  formation  of  a  class  of  business  corporations,  **  whose  capital 
stock  may  be  issued  as  representing  proportional  parts  of  the  whole  capital  with- 
out any  nominal  or  money  value. "  The  interests  or  shares  of  the  members  would 
thus  be  represented  by  a  statement  of  the  proportion  of  the  total  property,  and 
not  by  an  arbitrary  assignment  of  money  value,  which  is  delusive  wherever  cap- 
ital stock  has  a  market  value  either  more  or  less  than  par. 

One  of  the  chief  purposes  of  corporations  in  establishing  a  very  large  capital  is 
to  get  a  large  common  divisor,  so  that  many  persons  may  be  interested  in  the 
enterprise,  and  the  nominal  valuQ  of  each  share  is  of  very  slight  consequence. 
No  one  deals  in  shares  with  reference  to  par,  although  sometimes  the  facts  in  the 
case  are  obscured  by  this  assignment  of  nominal  value.     (976.) 
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COMBINATIONS  AMONG  RAILROADS  THE  FIRST  TRUSTS. 

The  first  prominent  deyelopment  of  the  trust  organization  in  this  conntxy  was 
in  the  consolidation  of  numerous  lines  of  railroad  into  trunk  lines,  and  there  was 
a  fear  in  the  public  mind  (in  which  I  shared)  that  these  combinations  and  con- 
solidations would  result  in  exorbitant  rates  for  transxx>rtation  and  to  the  detri- 
ment of  the  public  interest.  What  the  result  has  been  is  shown  by  the  following 
extract  from  a  report  adopted  by  the  National  Board  of  Trade  at  its  annual  con- 
vention in  1896: 

**  The  average  charge  for  sending  a  ton  of  freight  1  mile  on  13  of  the  most 
important  railroads  in  the  United  States  during  1^  was  8.08  cents;  in  1870. 1.80 
cents;  in  1875, 1.36  cents;  in  1880,  1.01  cents;  in  1885,  0.88  cent;  in  1890,  0.77  cent; 
in  1898, 0.76  cent;  in  1894, 0.746  cent,  and  in  1895, 0.720  cent.  Since  1895  the  figures 
have  not  varied  so  largely,  but  have  shown  a  constant  tendency  downward." 

These  railroads  performed  one-third  of  the  entire  transportation  of  1895,  and 
from  the  figures  given  it  appears  that  0.72  cent  would  pay  for  as  much  transporta- 
tion over  their  lines  in  1895  as  could  have  been  obtained  for  3.08  cents  30  years 
earlier. 

This  reduction,  amounting  to  three-quarters  of  the  average  rate  of  1865,  was 
exceeded  by  the  reduction  in  price  of  but  few  even  of  those  articles  in  the  manu- 
facture of  which  new  inventions  have  worked  the  most  radical  changes.  The 
entire  transportation  performed  by  the  railroads  of  the  United  States  during  th€l 
12  years  ending  June  80, 1894,  was  equivalent  to  moving  186,799,677,822  passengers 
and  807,935,882.838  tons  of  freight  1  mile.  Had  rates  averaging  as  high  as  those 
of  1882  been  collected  on  this  traffic,  the  railroads  would  have  earned  $2,629,043,459 
more  than  they  actually  received. 

THE  STANDARD  OIL  TRUST. 

The  next  most  prominent  aggregation  of  capital  in  the  commercial  world  is 
known  as  the  Standard  Oil  Company,  and  the  effect  upon  the  price  of  oil  is  illus- 
trated by  the  following  statistics,  compiled  by  the  United  States  GK)vemment, 
showing  the  wholesale  export  price  for  refined  petroleum  for  ttie  period  extending 
from  1871  to  1898: 

Prices  of  refined  illuminating  oils  per  gallon  exported  from  the  United  States, 
1871  to  1898,  {The  prices  represent  the  market  value  of  artide  at  time  of 
exportation,) 


Year. 

Cents. 

Year. 

1 

Cents. 

10.2 
9.1 
8.8 
9.2 
8.7 
8.7 
7.8 
7.9 
7.8 

Year. 

Cents. 

1871  

26.7 
24.9 
28.5 
17.3 
14.1 
14.0 
21.1 
14.4 
10.8 
8.6 

1881 

1890 

1891 

7.4 

1872 

1882 

7.0 

1873 

1883 

1892 

5.9 

1874 

1884 

1893 

4.9 

1875 

1885 

1894 

4.2 

1876 

1886 

1896 

4.9 

1877 

1887 

1896 

6.8 

1878 

1888 

1897 

6.3 

1879 

1889 

1898 

5.7 

1880 

This  great  decline  in  the  price  of  oil  is  attributable  partly  to  the  increase  in 
production,  but  more  largeljr  to  improvements  in  manufacture  and  transporta- 
tion, which  were  only  attainable  through  the  aggregation  of  capital  in  this 
industry. 

THE  SUGAR  TRUST. 

Among  the  more  prominent  of  the  recent  so-called  trusts  is  that  of  the  Amer- 
ican Sugar  Refining  Company,  which  is  a  corporation  formed  under  the  laws  of 
the  State  of  New  Jersey  for  the  purpose  of  consolidating  the  sugar-refining  inter- 
ests of  the  country,  and  until  recently,  when  additional  capital  flowed  into  this 
channel,  it  did  about  85  per  cent  of  the  sugar-refining  business  in  the  United 
States.  The  effect  of  this  is  shown  by  the  following  table,  giving  the  price  of 
both  raw  and  refined  sugar,  with  the  different  margins  during  the  9  years  prior 
to  the  consolidation  and  9  years  since. 
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Average  price. 


Year. 

Centrif- 
ugals, 

raw, 

per 
pound. 

Granu- 
lated, 
refined, 

per 
Xx>und. 

Differ- 
ence, 
per 
pound. 

Year. 

Centrif- 
ugals, 

raw, 

I)er 
ix>nnd. 

Granu- 
lated, 
refined, 

pound. 

Differ- 
ence, 
per 

pound. 

1879  

CenU. 
7.4S3 
8.206 
8.251 
7.797 
7.423 
6.867 
6.720 
5.336 
5.246 

CenU. 
8.786 
9.602 
9.667 
9.231 
8.506 
6.780 
6.441 
6.117 
6.013 

CenU. 
1.362 
Ld96 
1.416 
1.437 
1.083 
0.923 
0.712 
0.781 
0.768 

1888 

CenU. 
5.748 
6.433 
6.451 
3.863 
3.811 
3.689 
8.235 
3.258 
8.631 

CenU. 
7.0OT 
7.640 
6.171 
4.601 
4.346 
4.842 
4.119 
4.140 
4.539 

CenU. 
1.258 

IfWO 

1880 

1.207 

1881         

1800 

0.720 

1888 

1891 

0.828 

1888 

1802 

1.085 

1884 

1886 

1.153 

1885 

1894 

0.884 

1886 

1896 

1866 

0.882 

1887a 

0.908 

Average,  9 
years 

Average,9 
years 

6.807 

7.905 

1.086 

4.291 

5.272 

0.061 

aThe  trust  was  fanned  in  1887. 


Since  1896  prices  have  been  affected  by  changes  in  the  tariff,  and  dnring  the  past 
few  months  uf  increased  competition  consequent  upon  the  construction  of  new 
refineries,  which  have  reduced  margins  to  an  absolutely  unremuneratiye  point. 
The  figures  for  1897  and  1898  are  as  follows: 


Year. 


Centrif- 
ugals, 
raw, 
I)er 

I>ound. 


1807. 
1888. 


March  30, 1809 


CenU. 
3.560 
4.240 
4.370 


Granu- 
lated, 
refined, 

per 
];x>und. 


CenU. 
4.500 
4.970 
4.940 


Differ- 
ence, 
per 
pound. 


CenU. 
0.960 
0.730 
0.570 


This  reduction  in  price  has  been  effected  partly  by  increased  production  and 
largely  through  buying  the  raw  material  cheaper  than  when  a  large  number  of 
separate  refiners  were  competing  for  the  product.  Large  economies  were  also 
effected  b^  closing  inferior  plants  and  enlarging  and  extending  superior  ones. 
The  American  Sugar  Refining  Company  has  bought  its  raw  material  cheap,  but 
it  has  given  the  public  the  benefit  of  such  purchases,  merely  retaining  as  its  profit 
about  one-third  of  a  cent  per  xx>und,  which,  considering  the  nature  of  the  business, 
is  a  reasonable  one.  It  employs  more  labor  and  pays  higher  wages  than  was 
employed  and  paid  before  the  organization  of  this  industry. 


EFFECTS  OF  THIS  INDUSTRIAL  REVOLUTION  ON  LABOR  AND  PROFITS. 

These  illustrations  are  but  types  of  many  in  the  evolution  of  industries,  which 
is  the  result  of  the  great  forces  oef ore  mentioned,  and  which  have  revolutionized 
the  entire  economic  situation.  That  there  have  been  instances  of  hardship  and 
injustice  attending  this  revolution  can  not  be  doubted,  but  it  is  equally  certain 
that  the  total  results  have  been  beneficial  to  the  public  at  large  and  to  the  inter- 
ests of  the  laboring  classes  especially,  who  constitute  the  majority.  At  some 
stages  of  this  evolution  this  remark  was,  perhaps,  not  true.  The  action  of  these 
forces  was  so  rapid  that  men  were  thrown  out  of  employment  faster  than  wants 
were  created  and  industries  widened.  Labor,  however,  soon  followed  the  exam- 
ple of  organization  which  capital  had  set,  and  during  the  last  decade  the  organi- 
zation of  labor  has  progressed  faster  than  that  of  capital,  and  has  forced  a  division 
of  a  larger  share  of  the  profits  of  industry  for  labor  than  at  any  previous  period 
of  history.  In  other  words,  the  profits  of  capital  have  been  steadily  decreasing, 
while  those  of  labor,  and  especially  of  organized  labor,  have  steadily  increased. 
At  no  previous  period  would  a  dollar  buy  so  much  of  the  necessaries  and  comforts 
of  life  as  at  present.  While  this  is  admitted  by  inteUigent  laboring  men,  many 
of  them  contend  that  opportunities  for  earning  a  dollar  have  constantly  dimin- 
ished; and  they  are  now  seeking,  by  the  advocacy  of  shorter  hours  for  labor,  to 
make  employment  for  a  larger  number  of  persons.   I  believe  that  this  is  a  worthy 
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and  beneficent  aim.  It  is  better  to  have  a  larger  number  of  persons  emplo3red  for 
8  hours  than  a  smaller  number  of  persons  10  or  12  hours.  Unrest  of  labor  in  a 
free  country  is  not  a  dangerous  phenomenon,  but  rather  a  safety  valve,  and  one 
which  capiw  can  afford  to  encourage.  At  the  same  time  it  must  not  be  forgotten 
that  education  of  the  masses  has  created  new  wants,  and  that  these  wants  have 

g'own  faster  than  the  means  of  ^pratifying  them.  The  problem  should  be  viewed 
om  both  sides,  and  only  what  is  reasonable  should  prevail.  Wherever  unlim- 
ited xx>wer  exists  it  is  usually  accompanied  by  tyi-anny ,  whether  of  labor  or  capital. 
There  are  labor  trusts  as  well  as  capital  trusts,  and  in  all  the  annals  of  comoina- 
tion  there  are  no  greater  illustrations  of  tyranny  than  the  attitude  of  some  of  the 
labor  organizations  toward  laborers.  This,  however,  was  the  inevitable  outcome 
of  organization  and  of  the  evolution  which  is  now  going  on  throughout  the  world 
under  the  operation  of  the  great  forces  that  now  control  the  world — steam,  elec- 
tricity, and  machinery.  Under  the  operation  of  these  forces  the  world  has  been 
growmg  richer.  All  the  resources  of  nature  are  bdns  developed.  Capital  has 
increased  faster  than  the  opportunities  for  its  profitable  employment,  as  is  evi- 
denced by  the  steadily  decreasing  rate  of  interest.  I  used  to  think  that  combina- 
tions of  capital  would  abro^te  competition,  but  experience  has  shown  that, 
instead  of  aorogating  competition,  it  has  elevated  that  force  to  a  higher  plane.  If 
a  combination  of  capital  in  any  line  temxx>rarily  exacts  a  liberal  profit,  immedi- 
ately capital  flows  into  that  channel,  another  combination  is  formed,  and  compe- 
tition ensues  on  a  scale  and  operates  with  an  intensity  far  beyond  anything  that 
is  possible  on  a  smaller  scale,  resulting  in  the  breaking  down  of  the  combination 
and  the  decline  of  profits  to  a  minimum. 

TENDENCY  OF  PROFITS  TO  A  MINIMUM  ILLUSTRATED  BY  THE  SUGAR  AND  COFFEE 

INDUSTRIES. 

A  striking  illustration  of  this  is  found  in  the  sugar  and  coffee  industries  to-day. 
Arbuckle  Mothers  had  attained  a  commanding  position  as  roasters  and  sellers  of 
coffee,  and  they  also  sold  but  did  not  refine  sugars.  Because  the  American  Sugar 
Refining  Company  would  not  sell  to  them  cheaper  than  to  other  buyers  of  sugar, 
they  decided  to  go  into  the  sugar-refining  business,  whereuxx>n  leading  spirits  in 
the  American  Sugar  Refining  Company,  seeing  that  the  margin  of  profit  in  the 
coffee  business  was  good,  decided  to  go  into  roasting  and  selling  coffee.  The  result 
has  been  that  this  contest  of  giants  has  reduced  the  profits  in  Doth  industries  to  a 
minimum,  if  not  to  a  positive  loss,  making  it  hard  for  smaller  manufacturers  and 
dealers  to  live,  but  saving  millions  of  dollars  for  consumers  that  would  otherwise 
have  inured  to  manufacturers  and  dealers. 

COMPETITION  AND  PUBLICITY  SAFEGUARDS  TO  CONSUMERS  AND  STOCKHOLDERS. 

The  only  trusts  which  have  succeeded  for  any  length  of  time  have  been  those 
which  have  been  conducted  on  a  far-sighted  basis  of  moderate  margins  of  profit, 
relying  upon  a  lar^e  turn  over  and  the  economies  resulting  from  the  command  of 
large  capital  intelhgently  administered.  The  truth  of  this  is  illustrated  by  innu- 
merable failures  in  trust  organizations  to  control  prices,  recent  illustrations  of 
which  are  the  strawboard  &ust,  the  starch  trust,  the  wire-naU  trust,  and  the 
old  steel  trust.  There  are  trusts,  so  called,  in  nearly  every  branch  of  business, 
and  there  is  good  and  bad  in  all,  but  the  good  so  far  predominates  that  such 
aggregations  of  capital  should  be  encouraged,  accompanied  by  safeguards  against 
abuses.  The  only  additional  safeguards  needed  are  for  stockholders  and  investors, 
whose  interests  are  often  sacrificed  through  lack  of  publicity.  The  avera^ 
investor  is  the  chief  sufferer.  So  far  as  the  interest  of  consumers  is  concerned,  it 
is  amply  protected  now — first,  by  competition,  as  I  have  shown,  and  second,  by 
the  common  law,  which,  if  invoked,  will  nullify  any  contract  in  restraint  of  trade 
and  subject  any  unreasonable  combination  to  indictment  for  conspiracy.  Special 
''  trust "  statutes  are  not  necessary,  although  many  have  been  enacted. 

OVERCAPITALIZATION. 

The  evil  of  overcapitalization  is  often  condemned,  and  no  doubt  it  is  an  evil, 
but  it  hmts  its  authors  as  often  as  it  does  investors,  although,  perhaxis,  not  to  the 
same  extent.  It  is  very  difficult  to  estimate  actual  values  where  earning  power 
is  such  a  large  factor,  and  this,  as  is  well  known,  varies  greatly  vdth  the  chang- 
ing conditions  of  trade.  At  present  trade  is  good,  nDK)ney  is  easy,  and  we  see 
great  activity  in  the  formation  of  '*  trusts  "  with  enormous  capitalizations,  whose 
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▼alne  only  time  can  prove;  bnt  it  is  safe  to  sav  that  there  will  come  periods  of 
business  depression  when  it  will  not  be  possible  to  earn  dividends,  and  these 
securities  will  find  their  level. 

A  large  capitalization  can  not  increase  earning  xK>wer,  bnt  it  may  serve  to  con- 
ceal the  percenta^  of  earnings  on  the  actual  cost  of  some  pro^xerties  and  f  nmish 
coxmters  with  which  to  juffgle  in  the  stock  market.  In  many  industrial  proper- 
ties the  **  good  will,"  whicn  is  a  property  created  by  brains,  industry,  time,  and 
population,  is  the  principal  value,  unlike  a  railroad  or  gas  company  this  can  not 
be  reproduced,  ana  the  sole  measure  of  capitalization  is  ito  earning  x>ower.  What 
other  measure  can  there  be  to  the  capitalization  of  a  newspaper  or  ordinary 
industrial  company?  Never  before  has  there  been  so  much  necessitv  for  caution 
and  investigation  on  the  part  of  investors.  This  is  illustrated  by  the  following 
from  a  recent  circular  of  Messrs.  Watson  &  Gibson,  a  leading  firm  of  bankers 
and  brokers  in  New  York: 

OPINION  CONCERNINO  INDUSTRIAL  STOCKS. 

*'  The  manufacture  of  securities  goes  on  so  rapidly  now  that  *  the  Street,'  liter- 
ally the  street,  is  full  of  them,  as  t£e  stock  exchange  can  not  list  them  as  fast  as 
they  come  out.  There  never  has  been  such  a  *  curb '  market  before.  The  list  is 
a  long  and  growing  one.  Wall  street  has  got  to  educate  itself  in  a  variety  of 
industries.  It  used  to  study  railroading  and  transportation  only,  paving  but  lit- 
tle attention  to  the  methods,  details,  and  statistics  of  individual  mdustries.  In 
the  near  future  we  must  inform  ourselves  in  a  general  way,  at  least,  as  to  steel 
billets,  barbed  wire,  freight  cars,  paper  bags,  baking  powder,  electric  and  air 
power  cabs,  passenger  and  freight  elevators,  hard-ruober  goods,  typewriting 
machines,  smelters,  cigars,  cigarettes,  beet-root  sugar,  pumps,  potteries,  etc. 
Our  horizon  is  widening;  we  are  getting  expansion  in  Wall  street,  and  getting  it 
all  at  once.  Bankers  and  brokers  are  looking  over  these  new  candidates  for  loans 
and  marginal  accounts,  and  are  proceedinjo^  with  great  caution.  They  are  not  so 
enthusiastic  as  the  promoters  of  these  various  consolidations,  and  therein  lies  the 
safety  of  the  situation.  If  bankers  and  brokers  had  joined  promoters  in  their 
mad  craze  to  overcapitalize,  and  had  aided  and  abetted  them  in  enticing  the  pub- 
lic in  on  easy  terms  of  marginal  purchases,  the  situation  would  by  this  time  nave 
become  dangerous.  The  industrial  stocks  will  have  a  checkered  career.  Some 
will  be  admitted  into  the  inner  circles  of  credit  among  bankers,  some  will  stay 
outside  in  the  cold,  many  will  appeal  sooner  or  later  to  speculative  favor,  and 
finally  the  test  of  time  will  sex)arate  the  sheep  from  the  goats.  It  will  be  difficult 
to  find  skilled  managers  who  can  successfully  conduct  the  new  combinations,  and 
great  crashes  will  come  within  a  year  or  so  that  will  vrreck  the  whole  market. 
There  will  \ye  as  many  Cordages  as  Standard  Oils,  and  probably  more,  but  we  are 
not  yet  in  their  shadow.'' 

STOCK  COMPANIES  PROMOTE  A  WIDER  DISTRIBUTION  OF  WEALTH. 

The  fact  remains,  however,  that  stock  companies  are  industrial  partnerships, 
usually  comx>o6ed  of  a  large  number  of  small  partners  as  8tcx;kholders,  and  that 
both  profits  and  losses  are  much  more  widely  distributed  under  this  organization 
of  industry  than  under  former  conditions. 

I  will  give  you  an  example  of  that.  There  were  9  sugar-refining  firms  con- 
solidated into  the  American  Sugar  Refining  Company.  There  was  an  average  of 
8  partners  to  the  firm,  making  27  persons  interested.  As  soon  as  it  was  put  into 
an  industrial  corporation  the  numoer  of  stockholders  began  to  increase  until  now 
they  are  numbered  by  the  thousands. 

INDIVIDUALITY  NOT  IMPAIRED  BY  TRUSTS. 

The  theory  has  been  advanced  that  the  organization  of  industry  into  "  trusts" 
dwarfs  individual  effort  and  diminishes  individual  opportunity.  I  do  not  think 
this  is  true  any  more  than  the  enlistment  of  bushwhackers  in  the  Regular  Army 
dwarfs  effort  and  diminishes  opportunity.  The  bravest,  wisest,  and  strongest 
naturally  become  oflBcers  in  the  organization  of  industry,  and  those  less  capable 
become  the  rank  and  file,  with  opjwrtunity  for  promotion  based  on  merit.  Luck 
and  opportunity,  doubtless,  have  something  to  do  with  leadership,  but  the  fact 
remains  that  steam,  electricity,  and  machinery  have  forced  the  organization  of 
industry,  and  it  is  now  a  contest  of  nations  for  the  trade  of  the  world.  We  can 
not  all  be  generals  or  admirals  in  industrial  organization,  but  we  can  try  for  it, 
and  it  is  better  to  be  a  good  private  than  to  be  an  eminent  bushwhacker. 
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Q.  (By  Representative  Gardner.  )  That  is  a  matter  upon  which  one  hears  com- 
ments frequently — the  opportunities  which  exist  for  going  into  business.  It  is  a 
common  tning  to  hear  men  say,  *'  I  can  not  put  my  son  into  business.  Combines, 
department  stores,  trusts,  etc.,  absorb  everything."  Now,  do  I  understand  you 
to  mean  that,  in  the  evolution  of  the  world's  industry,  natural  conditions  have 
grown  up  in  all  counlxies  which  will  operate  without  regard  to  x>articular  local 
mstitutions — in  other  words,  that  the  evolution  is  an  irresistible  one? — ^A.  That 
is  my  idea;  and  I  think  there  is  a  place  for  everybody  in  this  new  organization  of 
industry,  as  much  so  as  when  it  was  entirely  in  the  hands  of  individuals.  A  man 
may  not  be  able  to  put  his  son  into  business  in  a  small  way  on  his  own  account, 
but  he  can  find  a  place  for  him  in  some  large  institution  which  will  enable  him 
to  have  as  much  scope  for  his  energies  and  efforts  as  he  would  have  if  workin^^on 
his  own  individual  account. 

Q.  It  shifts  the  opi)ortunity,  but  does  not  destroy  it;  that  is  your  theory? — A. 
That  is  my  theory.     (Continues  reading.) 

The  popular  hostility  to  trusts  is  due  principally  to  lack  of  knowledge  of  their 
economic  effects,  and  these  are  gi*adually  becoming  better  known.  There  have 
been  just  enough  abuses  attending  them  to  give  an  excuse  for  sensational  journal- 
istic denunciation,  and  this  has  caused  undue  prejudice.  A  great  politico- 
economic  question  like  this  should  be  considered  dispassionately,  and  all  sides  of 
it  carefully  investigat<ed  before  conclusions  are  reached.  As  before  stated,  the 
result  of  my  many  years  of  study  of  it  has  been  to  materially  modify  the  views  I 
entertained  in  the  Deginnin|r.  The  editor  of  the  United  States  consular  reports 
for  August,  1898,  in  discussing  industrial  centralization  in  Europe,  says: 

THE  PRESENT  A   PERIOD  OP  CENTRALIZATION   IN   INDUSTRY. 

"Our  i)eriod  is  distinguished  by  its  tendency  to  centralization,  not  only  in  the 
State,  but  likewise  in  industry  and  commerce.  Large  firms  are  competing  with 
small  shops  to  such  an  extent  that  the  latter  are  disappearing  one  after  another. 
The  factory  has  displaced  the  workshops.  Everything  is  being  done  on  a  large 
sciJe.  Everything  is  becoming  colossal.  That  is  not  all.  We  see  now  even  the 
great  factories,  not  finding  themselves  sufficiently  strong  alone,  and  fearing  their 
reciprocal  competition,  renouncing  their  own  autonomy  and  combining  among 
themselves,  and  this  tendency  is  everywhere  manifest.  The  French  charge 
d'affaires  at  Berlin  calls  attention  to  their  centralization  in  G^ermany;  the  French 
consul  at  Glasgow  mentions  the  same  phenomenon  at  Glasgow.  Tnese  facts  are 
significant.  They  certainly  indicate  one  of  the  tendencies — ^perhaps,  it  might  be 
said,  one  of  the  necessities — of  our  epoch.  It  is  certain  that  production  is  passing 
through  a  serious  crisis.  Competition  has  occasioned  a  considerable  decline  in 
prices,  and  in  order  to  retain  markets  certain  industries  have  been  obliged  to 
work  under  unprofitable  conditions.  To  avoid  final  ruin,  they  have  agreed  either 
to  limit  the  production,  to  maintain  prices,  or  to  conclude  complete  consolidation. 
Hence  the  cartels,  the  syndicates  for  production,  the  associations.  We  neither 
approve  nor  blame  this  new  procedure;  we  simply  record  it,  remarking  that  some- 
times certain  laws  are  developed,  whatever  may  be  their  consequence." 

TRUSTS  TEND  TOWARD  SOCIALISM. 

Q.  Perhaps  this  is  the  right  place  to  ask  whether,  in  your  study  of  combinations 
and  trusts,  you  have  discovered,  together  with  a  tendency  toward  the  development 
of  monopobes  in  all  industries,  a  tendency  toward  governmental  control  of  such 
monopolies;  or,  in  a  word,  is  there  a  direct  tendency  to  ultimate  socialism  of  some 
kind,  or  government  ownership  of  all  things?— A.  The  tendency  is  undoubtedly 
in  that  direction.  One  of  the  most  intelligent  socialists  in  New  York,  in  an  article 
written  for  the  New  York  **  Independent,"  welcomed  the  advent  of  trusts  as  a 
step  toward  ultimate  socialism. 

Q.  (By  Representative  Livingston.)  Is  it  the  purpose  of  trusts  and  combina- 
tions to  bring  about  that  result?— A.  I  do  not  think  it  is.  I  do  not  think  they  have 
that  intention  at  all. 

Q.  (By  Mr.  North.)  Is  that  the  effect,  in  your  judgment?— A.  I  think  it  is  a 
step  in  that  direction.    That  is  the  tendency,  but  the  end  is  a  long  way  off. 

Q.  (By  Mr.PARQUHAR.)  Do  you  think  that  these  combinations  tend  to  the 
destruction  of  individualism,  as  we  regard  it?— A.  No;  I  do  not  think  they  destroy 
individual  character,  but  they  may  destroy  individual  occupation. 

Q.  Do  they  destroy  individual  opportunities?— A.  No. 
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Q.  How  can  there  be  concentration  without,  at  the  sanie  time,  the  destraction 
of  opportunities? — ^A.  It  is  just  like  organising  a  militia  or  an  army.  I  touched 
upon  that,  I  think,  a  few  moments  ago. 

Q.  (By  Representative  Livingston.  )  What  vou  say  would  be  true  if  all  individ- 
ualB  were  taken  into  the  organizations;  but  if  the  great  masses  are  left  out, 
what  is  the  effect? — ^A.  Judging  from  the  extent  of  concentration  at  the  present 
time,  I  think  it  must  become  general.  It  is  certainly  proceeding  so  fast  we  can 
hardly  keep  track- of  it. 

Q.  (By  Mr.  Fabquhar.)  Is  it  not  a  fact  that  the  reason  given  by  the  unemployed 
for  their  condition  is  that  they  are  shut  out  from  emplovment?  Is  not  that  the 
particular  explanation,  both  in  Europe  and  America? — ^A.  Oh,  yes;  I  think  it  is 
the  reason  usually  given.    (Continues  reading.) 

INDUSTRIAL.  CONDITIONS  IN   (}R£AT  BRITAIN. 

The  London ''  Contemporary  Review  "  for  March,  1899,  contains  an  article  on  the 
tendency  toward  industrial  centralization  in  British  industries,  a  recent  illufitra- 
tion  of  which  is  the  Bradford  Dyers'  Association,  Limited,  embracing  twenty-two 
firms,  with  a  capital  of  $22,500,000,  and  controlling  90  per  cent  of  the  local  dyeing 
trade.  A  similar  fusion  of  interests  in  the  Lancashire  bleaching  trade,  with  a 
capita]  of  $30,000,000,  is  contemplated.  The  fine  cotton-spinning  trade  has  begun 
to  orffanize.  Thirtv-twofirms  with  a  capital  of  $20 ,000,000  in  stock  and  $10,000,000 
in  deoentures  have  been  organized.  In  the  cotton-thread  trade,  J.  &  P.  Coats  and 
four  other  firms  consolidated  with  $28,000,000  of  capital  and  debentures,  and 
fifteen  other  firms  have  been  organized  into  a  combination  with  $18,750,000  of 
stock  and  debentures.  All  the  large  establishments  engaged  in  making  paper 
for  newspapers  have  consolidated  their  interests.  In  the  engineering  trade, 
twenty-four  firms  have  consolidated,  ¥ath  a  subscribed  capital  of  over  $70,000,000. 
Armstrong  &  Co.  absorbed  Whitworth  &  Co.,  and  have  a  capital  of  $21,000,000; 
and  similar  consolidations  have  taken  place  in  metallic  bedsteads,  spring  mat- 
tresses, cased  tubes,  spun  mounts,  rolled  metal,  brass  wire,  metal  tubes,  iron  and 
brass  fenders,  china  furniture,  electrical  fittings,  marl  for  pottery  ware,  common 
building  bricks,  and  coffin  hardware. 

In  most  of  these  organizations  the  employers  and  workmen  are  also  confeder- 
ated, a  feature  not  common  in  this  country.  The  employers  agree  to  employ  only 
union  labor;  the  men  aj^ree  to  work  for  no  firm  outside  of  the  combination,  and 
for  none  which  cuts  prices.  A  minimum  wage  is  agreed  uix)n,  and  there  is  a 
sliding  scale  for  increases. 

Q.  (By  Representative  Livingston.)  What  is  your  observation  with  regard  to 
organizations  of  capital,  are  they  arbitrary  in  their  action? — ^A.  Just  as  much  so 
as  organizations  of  labor.    I  think  human  nature  is  the  same  in  both  cases. 

Q.  You  say  organized  labor  is  arbitrary  in  its  demands,  and  admit  the  same  of 
organized  capital? — A.  Yes. 

Q.  You  do  not  refer  to  organization  itself,  but  to  the  result  of  organization? — 
A.  Yes.  (Continues  reading.)  Not  only  is  consolidation  going  on  in  manufac- 
tures, but  also  with  distributive  firms.  The  capitalization  of  incorporated  stores 
and  trading  companies  in  the  grocery,  provision,  oil,  and  drug  trades  during 
1896-97  was  $90,000,000.  One  company  lias  a  capital  of  $5,000,000,  and  one  of 
$12,500,000.  These  establishments  nave  branches  all  over  the  country  which  are 
driving  individual  retailers  to  the  wall.  Lipton's  Company  has  72  branches  in 
London  and  181  in  the  provinces.  One  tobacco  company  has  100  branches.  In 
tiie  grocery,  tobacco,  chemical,  and  drug  branches  of  the  shop  trades,  the  traders 
are  grouped  in  local  associations  and  federated  nationally  for  various  purposes  of 
mutual  defense.    The  main  purpose  being  to  prevent  extensive  competition. 

The  department  store  has  achieved  a  greater  development  in  England  than  in 
this  country,  and  retailers  complain  of  it  as  much  there  as  here,  and  the  Scotch 
retailers  have  been  maMng  an  effort  to  find  a  remedy  through  tax  legislation. 

While  within  the  limits  of  a  hearing  like  this  it  is  impossible  to  discuss 
exhaustively  cdl  the  var^g  phases  of  so  large  a  subject,  I  have  endeavored  to 
present  the  thoughts  which  have  come  to  me  in  a  somewhat  extended  observation 
and  studv  of  the  phenomena  attending  the  great  economic  revolution  now  in 
process  of  development,  with  the  hope  that  they  may  suggest  some  points  which 
are  worthy  of  further  consideration,  and  which  may  aid  in  arriving  at  wise 
conclusions. 

The  followii^[  lines  from  some  pliilosophical  p<)et  will  be  appreciated  by  the 
leading  minds  in  the  so-called  '*  trust"  organizations,  who  have  been  the  main- 
stay in  our  chui'ches  and  have  founded  most  of  our  hospitals  and  universities,  and, 
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possibly,  by  the  proprietors  of  **i)opular"  journals  who  make  a  business  of 
denouncing  and  vilifying  them : 

''  The  si^rns  is  bad  when  folks  commence 
A-flndin'  fault  with  Provideoce, 
And  balkin^  'cause  the  earth  don't  shake 
At  ev'ry  prancin'  step  they  take. 
No  man  is  Brr^t^t  ^tel  he  can  see 
How  less  than  little  he  would  be 
Ef  stripped  to  self,  and  stark  and  bare 
He  hung  his  sign  out  anywhere. 

'^  My  doctem  is  to  lay  aside 
Contentions  and  be  satisfied; 
Just  do  your  best,  and  praise  or  blame 
That  follers  that  counts  jest  the  same. 
I've  alius  noticed  grate  success 
Is  mixed  with  troubles  more  or  less. 
And  it's  the  man  who  does  the  best 
That  gits  more  kicks  than  all  the  rest/' 

INDUSTRIAL  CENTRALIZATION  A  NECESSITY. 

I  am  not  interested  in  trusts,  except  as  a  student  of  their  iK)litico-economic  fea- 
tures, but  I  am  satisfied  that  we  must  have  this  organization  of  industry  if  we 
would  keep  up  with  the  procession  in  the  march  for  the  world's  trade.  There  are 
1,440,000,000  people  in  the  world,  of  which  we  have  75,000,000,  possessing  a  larger 
purchasing  x>ower  than  any  similar  number  elsewhere  and  a  larger  producing 
power,  because  we  command  the  great  forces  of  nature  and  of  brain  power 
embodied  in  machinery  to  a  greater  extent  than  any  other  nation. 

WE  MUST  EXTEND  OUR  FOREIGN  MARKETS. 

With  a  consuming  i)ower  of  75,000,000  we  have  a  producing  power  of  150,000,000. 
Our  problem  is  to  keep  our  labor  and  capital  continuously  and  remuneratively 
employed  by  preserving  our  home  market  and  reaching  out  for  a  place  to  dump 
our  surplus  among  the  other  1,805,000,000,  each  of  whom  has  some  wants. 

Q.  You  say  our  object  should  be  to  keep  our  home  markets.  Suppose  we  pro- 
duce more  than  we  can  consume,  what  then? — A.  We  then  sell  it  abroad  for  any 
price  we  can  get. 

Q.  Does  that  hurt  anybody?— A.  I  do  not  think  it  does. 

Q.  Does  it  not  hurt  the  producer?  I  want  to  know  your  exact  opinion  on  that. 
Suppose  we  produce  more  wheat  than  we  can  consume,  and  throw  it  on  the  mar- 
ket anjrwhere;  is  the  price  raised  or  lowered? — A.  Undoubtedly,  if  we  produce  too 
much,  i.  e. ,  if  we  produce  in  excess  of  the  consumptive  demand  the  world  over, 
the  price  is  reduced,  because  the  price  of  our  wheat  is  made  in  Liverpool. 

Q.  If  we  should  limit  production  at  home,  would  that  enable  us  to  extend  our 
markets  abroad?— A.  My  answer  to  that  is,  that  we  should  endeavor  to  preserve 
our  home  markets  so  far  as  possible  and  to  extend  our  foreign  markets  at  uie  same 
time,  in  order  to  relieve  the  home  markets  of  our  surplus.  If  we  produce  a  sur- 
plus, whether  of  natural  or  manufactured  products,  that  surplus  presses  down  on 
the  market  and  reduces  prices  to  an  unremunerative  point,  and  in  manufactures 
causes  the  closing  of  factories  and  the  discharge  of  laborers.  The  great  problem 
is  to  keep  our  labor  and  capital  both  employ^. 

Q.  In  preserving  our  home  markets  are  we  not  comneting  with  foreigners  and 
prejudicmg  them  against  us?  Do  we  not  suffer  on  tnat  account? — ^A.  Foreign 
buyers  purchase  from  us  when  they  can  do  so  to  better  advantage  than  elsewhere. 
While  trade  follows  the  flag  to  some  extent,  it  follows  the  price  list  to  a  much 

S eater  extent,  and  we  must  do  all  that  we  can  to  extend  our  markets  so  that  our 
ctories  can  run  continuously.  As  the  producing  capacity  of  our  factories  is 
greater  than  the  consuming  capacity  of  the  United  States,  we  must  look  abroad 
for  our  markets,  else  our  factories  can  not  run  and  furnish  employment. 

Q.  Do  I  understand  you  to  say  this,  that,  as  we  are  an  overproducing  country, 
not  only  in  the  manufacturing  line  but  in  the  agricultural  line,  it  should  be  the 
policy  of  this  country  to  extend  its  markets?— A.  Yes. 

FOREIGN   MARKETS   TO  BE   EXTENDED   BT  BUILDING  UP  AN  AMERICAN   MERCHANT 

MARINE. 

Q.  Now,  how  can  that  be  done  and  at  the  same  time  keep  up  our  home  mar- 
kets?— A.  Give  us  an  American  merchant  marine;  let  our  own  ships  distribute 
our  own  goods.    A  merchant  does  not  hire  a  competing  merchant's  wagons  to 
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distribnte  his  goods,  and  every  steamship  company  works  for  its  own  country 
jnst  as  a  railroad  works  for  its  terminal  points.  I  blew  $75,000  into  the  Brazil 
Steamship  Line,  becanse  I  thought  it  was  a  shame  that  an  American  merchant 
should  have  to  send  his  letters  to  Brazil  by  way  of  Liverx)Ool;  and  I  lost  every 
cent  of  it,  because  the  policy  of  our  Government  at  that  time  was  to  pay  only 
sea  postage,  which,  on  a  new  route,  is  nothing.  That  policy  applied  on  land 
would  stop  two-thirds  of  the  mail  routes  of  the  United  States.  We  had  |96,000 
as  a  mail  pay  or  subsidy  from  the  Brazilian  (Government,  and  our  Gk>vemment 
gave  $3,200.  It  did  not  pay  the  boat  hire  in  landing  the  nuuls  at  the  nine  points 
touched  at. 

Q.  Then  you  think  it  necessary,  in  order  to  extend  our  trade  and  benefit  our 
producers,  that  we  have  American  bottoms? — ^A.  I  do. 

PRODUCTS  ON  WHICH  PRICES  ARK  FIXED  IX  FOREIGN  COUNTRIES. 

Q.  (By  Representative  Gardner.)  On  what  products  or  manufactures  of  the 
United  States  are  the  prices  fixed  in  any  other  country?  For  instance,  it  is  said 
that  Liverpool  fixes  the  price  of  our  wneat;  is  that  true  of  any  other  American 
product  or  manufacture?— A.  It  is  true  of  our  agricultural  products  generally, 
I  think,  except  perhaps  cotton,  of  which  we  are  the  chief  producers.  It  is  true  of 
most  natural  products  that  are  produced  in  all  parts  of  the  world,  but  it  is  not 
true  to  any  great  extent  of  our  manufactures,  wb  make  thousands  of  articles 
in  fiiis  country  so  much  more  useful  for  the  purposes  of  mankind  than  what  is 
now  being  used  elsewhere,  that  if  we  onlv  bring  them  to  the  attention  of  con- 
sumers in  all  parts  of  the  world  they  will  buy  them.  The  peasant  who  has  been 
plowing  with  a  crooked  stick  or  reaping  with  a  sickle,  the  implements  employed 
by  him  and  his  forefathers  for  hundreds  of  years,  is  entirely  satisfied  until  he 
sees  a  moldboard  plow  or  a  modem  harvester. 

S.  (By  Representative  LiviNasTON.)  If  our  agricultural  products  are  larger 
their  prices  are  fixed  abroad,  and  the  prices  of  our  manufactures  are  not,  will 
you  tell  me  what  advantage  the  manufacturer  has  in  controlling  prices  that  the 
agriculturist  has  not,  thus  enabling  the  foreigner  to  fix  the  prices  of  the  one 
and  not  of  the  other? — ^A.  I  will  explain  that  to  you.    Take,  for  instance,  a 

moldboard  plow 

Q.  Take  raw  cotton  and  manufactured  cotton? — ^A.  I  am  explaining  the  differ- 
ence between  a  manufactured  article,  where  fashion  comes  in,  or  some  use,  some 
patent,  or  something  that  gives  the  manufacturer  the  control  of  the  price,  and  an 
agricultural  product.  I  contend  that  $1 ,000,000  of  manufactures  exported  are  of 
more  value  in  actual  profit  to  the  country  than  $5,000,000  of  natural  products. 
As  a  rule,  $1,000,000  of  manufactured  products  will  pav  as  much  profit  as 
$5,000,000  of  natural  products,  because  the  margin  of  profit  is  fixed  by  the  man- 
ufacturer to  a  great  extent,  owing  to  the  peculiarities  of  his  goods,  the  wants  of 
fashion,  and  aUthat ,  which  have  a  very  important  bearing.     ( Continues  reading. ) 

SPECIAL  effort  SHOULD  BE  MADE  TO  SPREAD  A  KNOWLEDGE  OP  OUR  PRODUCTS 

ABROAD.  ' 

There  are  natural  wants  and  educational  wants.  The  former  are  principally 
those  of  the  stomach,  and  in  supplying  these  we  have  to  compete  with  the  fertile 
lands  and  cheap  labor  of  the  whole  world.  The  educational  wants  are  those  of 
fashion  or  convenience.  This  is  illustrated  by  an  incident  which  happened  while 
I  was  on  a  trip  around  the  world  some  years  ago.  On  the  voyage  from  Bombay 
to  Suez,  while  going  down  the  Red  Sea  with  an  English  cotton  manufacturer  who 
had  moved  his  plant  from  Manchester  to  Bombay,  and  was  manufacturing  cheap 
cotton  there  for  the  Eastern  market,  he  told  me  of  the  great  increase  in  the  num- 
ber of  spindles  in  Bombay,  and  said  that  they  would  soon  supply  all  the  cheap 
cottons  used  in  the  East.  I  had  just  come  from  CHiina,  where  American  manu- 
facturers were  taking  the  market  for  fine  cottons,  because  our  fabrics  were  not 
loaded  with  clay,  and  I  said:  *  *  Well,  if  India  supplies  the  cheap  goods  and  America 
the  better  goods,  what  will  the  Lancashire  manufacturers  do  for  a  market?" 
"  Oh,"  said  he,  **  the  mother  country  will  open  up  Africa  and  make  it  the  fashion 
to  wear  breechclouts."    "  Well,"  said  I,  "  that  is  an  educational  want." 

Mr.  Chairman  and  gentlemen,  **  there  is  many  a  truth  spoken  in  jest,"  and  upon 
the  educational  wants  depends  the  prosperity  of  our  country.  Paris  supplies  the 
wants  of  fashion  in  woman's  dress,  the  educational  want  in  that  line;  England,  the 
fashions  in  men's  apparel.  We  have  thousands  of  inventions  so  much  more  con- 
venient and  useful  than  those  now  used  by  the  people  of  the  world  that  all  our 
manuf actarers  havQ  to  do  is  to  show  them  and  they  will  find  a  market.    But  the 
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peasant  who  has  been  plowing  with  a  crooked  stick  or  reaping  with  a  sickle  is 
satisfied  until  he  has  seen  a  moldboard  plow  or  a  modem  harvester;  the  student, 
with,  the  oHve-oil  lamp  or  the  tallow  dip,  until  he  has  seen  the  x>etroleam,  ^is, 
acetylene,  or  electric  light;  the  wooden-shod  clodhox)per  or  the  sandal-shod  Ori- 
ental, with  his  footwear,  until  he  has  seen  that  artistic  and  comfortable  triumph 
of  machinery,  the  American  8hoe. 

The  same  methods  which  we  employ  in  introducing  goods  in  the  United  States 
we  must  employ  abroad.  Publicity  is  the  great  factor;  and  this  must  be  reached 
by  the  printing  press  in  the  language  of  tne  various  countries,  by  the  personal 
representation  of  educated  experts  able  to  overcome  the  barrier  of  language 
imposed  at  the  building  of  the  Tower  of  Babel,  by  cutting  canals  and  laying 
caoles,  by  the  upbuilding  of  an  American  commercial  marine  which  will  can-y 
our  flag  and  our  goods  on  every  sea,  and  bv  the  establishing  of  international  banks 
vfith  a  currency  which  will  command  the  confidence  of  the  great  commercial 
countries  of  the  world.  Then  will  the  Star  of  Empire,  first  progressing  westward, 
shed  its  effulgence  over  the  whole  world.  With  it,  in  time,  will  come  a  universal 
coinage,  a  universal  system  of  weights  and  measures,  and  a  universal  language; 
and  Tennyson's  dream  of  **  the  parliament  of  man,  the  federation  of  the  world." 
with  the  English  speaking  race,  led  by  the  universal  Yankee  nation,  as  the  evangel, 
will  be  realized.  But  dou*t  let  us  shy  at  the  bogy  of  the  organization  of  capital, 
now  called  "trusts,"  which  are  an  evolution  of  commerce,  as  natural  and  resist- 
less as  the  tides.  Steer  them!  Don't  try  to  stop  them,  for  they  are  necessary  to 
economical  production  and  distribution.  Regulate  them,  temper  them  with  the 
organization  of  labor,  and  work  out  **  the  greatest  good  to  the  greatest  number  " 
on  a  basis  of  what  is  reasonable. 

THE  RELATIONS  OF  LABOR  AND  CAPITAL  THE  GREAT  PROBLEM. 

The  adjustments  of  the  relations  of  labor  and  capital  under  these  new  condi- 
tions is  one  of  the  great  problems  to  be  solved.  Time  will  not  permit  discussing 
them  here;  but  I  would  recommend  every  thoughtful  man,  whether  he  be  an 
employer  or  an  employee,  to  read  a  book  recently  published  on  this  subject,  enti- 
tled, The  Laborer  and  the  Capitalist,  by  F.  O.  Willey.  It  is  a  powerful  argu- 
ment for  harmony,  and  a  prominent  clergyman  recently  said  of  it  that  it  was 
capable  of  doing  more  good  than  any  other  book  except  the  Bible.  Our  motto 
should  be,  '*  Labor  and  capital — allies,  not  enemies;  justice  for  both." 

TRUSTS  REDUCE  THE  PRICE  OP  RAW  MATERIALS. 

Q.  (Bv  Mr.  C.  J.  Harris.)  Did  I  understand  you  to  say  that  the  effect  of  trusts 
is  to  reduce  the  price  of  raw  materials? — A.  Yes;  as  a  rule  they  buy  their  raw 
material  cheaper  than  the  individual. 

O.  In  what  instances  did  you  say  that  had  been  done? — A.  The  American  Sugar 
Refining  Company  furnishes  a  remarkable  illustration  of  that.  When  a  large 
number  of  refiiieries  were  competing  for  the  raw  sugar  thev  naturally  bid  against 
one  another  and  paid  a  much  higher  price  than  would  have  been  paid  by  a 
smaller  number  oi  buyers.  With  a  small  number  of  buyers  there  is  less  com- 
petition for  supplies. 

Q.  Am  I  to  understand,  then,  that  these  corporations  eliminate  competition  in 
the  purchase  of  raw  products  and  supplies? — A.  Yes;  they  undoubtedly  do,  to 
some  extent. 

Q.  What  is  their  effect  on  the  producers  of  raw  material?  Is  it  beneficial  or 
otherwise? — ^A.  It  is  otherwise. 

Q.  Then  there  is  one  lar^e  class  you  eliminate  by  trusts,  do  you  not? — ^A.  Yes; 
but,  on  the  other  hand,  tamng  the  instance  of  raw  sugar,  we  find  that  the  price 
in  1879  was  a  little  over  7  cents,  while  in  1896  it  was  a  little  over  8^  cents.  Now 
that  undoubtedly  has  been  to  the  detriment  of  the  sugar  producer 

Q.  And  the  beet  producers  of  our  country? — ^A.  Yes,  and  a^inst  their  interests, 
too,  although  they  are  in  a  measure  free  from  the  dictation  of  the  refineries, 
because  a  large  part  of  what  they  make  is  suitable  for  consumption  without  fur- 
ther refining. 

O.  Does  not  the  same  condition  of  affairs  exist  in  regard  to  the  com  producers 
and  the  whiskey  trust? — A.  I  do  not  think  the  whiskey  business  is  suf&ciently  con- 
centrat(?d  to  have  that  effect;  but  if  it  were  more  concentrated,  the  effect,  then, 
would  unquestionably  be  the  same. 

Q.  It  certainly  does  in  the  case  of  the  Standard  Oil  Company  and  the  oil  well 
producers,  does  it  not?  Is  not  the  Standard's  control  of  the  industry  sufficient  to 
prevent  the  ra^  producers,  the  oil  well  men,  from  enjoying  any  competition  to 
speak  of?— A.  I  think  that  is  true  to  a  great  extent,  but  there  has  been  some  com- 


TRUSTS   AND   INDUSTRIAL   COMBINATIONS: — THURBBR.         13 

petitioa  even  with  the  Standard  Oil  Company,  notwithstanding  it  is  snch  an  all- 
embracing  organization. 

Q.  Wonld  not  any  capitalistic  combination  controlling  three-fourths  of  the 
trade  in  an  indastrv  be  able  to  effect  the  removal  of  competition? — ^A.  Undoubt- 
edly, as  to  the  purchase  of  raw  material. 

<j.  Then  we  come  to  the  middle  class  of  the  country;  we  will  say  there  are  a 
hundred  men  owning  refineries  in  different  parts  of  the  country,  living  in  those 
communities,  having  their  homes  there  and  their  plants  here  and  there-nio  not  all 
these  capitalistic  concentrations,  or  whatever  you  may  call  them,  remove  all 
these  dividends  and  center  them  in  some  large  capitalist  city  like  New  York? — 
A.  No,  I  think  not.  There  is  a  striking  illustration  of  this  in  the  condition  of 
the  small  coffee  roasters  in  the  instance  that  I  cited  in  this  paper  where  there 
came  a  contest  between  the  American  Sugar  Refining  Company,  who  went  into 
coffee  roasting  and  distribution,  and  the  Arbuckles,  who  went  into  sugar  refining. 
It  made  it  very  hard  for  the  smaller  men.  As  I  said  here,  '^  The  result  has  been 
that  this  contest  of  giants  has  reduced  the  profits  in  both  industries  to  a  minimum, 
if  not  to  a  positive  loss,  making  it  hard  for  smaller  manufacturers  and  dealers  to 
live,  but  saving  millions  of  dollars  for  consumers  that  would  have  otherwise 
inured  to  manufacturers  and  dealers." 

Q.  Are  you  not  looking  at  these  trusts  in  theli^i^ht  of  their  money-making  capa- 
city rather  than  of  their  benefits  to  the  community  at  large? — A.  No,  I  think  not. 
I  am  not  interested  in  them  pecuniarily.  I  have  tried  to  look  at  them  from  an 
absolutely  impartial  point  of  view.  I  may  not  succeed  in  doing  that,  but  the 
sum  of  my  feelings  is,  that  the  trusts  have  greatly  reduced  cost  of  production  and 
resulted  in  a  benefit  to  the  consumer.  They  are  absolutely  in  the  interest  of  the 
consumer,  though,  as  far  as  the  producer  is  concerned,  I  think  they  are  antago- 
nistic, because,  as  was  brought  out  a  little  while  ago,  there  is  a  less  wide  market 
for  the  producer. 

Q.  (By  Mr.  North.)  Are  not  the  producer  and  consumer  one  and  the  same? — 
A.  They  are,  to  a  certain  extent;  all  producers  are  consumers  to  some  extent; 
but  the  producers  of  raw  sugar  are  scattered  all  over  the  world.  When  they  could 
send  here  and  have  a  dozen  buyers,  they  could  get  a  better  price,  perhaps,  than 
they  can  now  Arhen  there  are  only  two  or  three  buyers,  because  these  two  or 
three  can  get  together  and  fix  the  price  they  will  x)ay.  The  result  is  that  the  raw 
supplies  are  bought  cheaper  than  they  could  be  without  consolidation. 

THE  SUOAK  TRUST  AND  THE  WHOLESALE  OROCERS. 

Q.  (By  Mr.  C.  J.  Harris.)  Can  you,  as  a  wholesale  grocer,  buy  sugjar  of  any- 
one but  the  American  Sugar  Refining  Company? — A.  Oh,  yes;  the  American  Sugar 
Refining  Company  is  the  largest  producer;  then  comes,  perhaps,  the  new  refinery 
of  the  Arbuckles;  and  then  the  Doschers,  Mollenhauer,  and  tne  Union  Refinery. 
For  three  years  past  we  have  had  three  sources  of  supply,  now  we  have  five. 

Q.  Suppose  you  bought  of  some  other  company  than  the  American  Sugar 
Benning  Company,  would  there  be  any  effect  on  your  business  as  far  as  they  are 
concerned? — ^A.  Not  the  slightest.    There  is  no  dictation  or  coercion. 

Q.  Can  you  still  retain  the  same  rebates,  or  commissions,  or  whatever  you  call 
them?— A.  Yes;  precisely.  In  this  respect  there  has  been  a  misapprehension  on 
the  |>art  of  the  public  concerning  the  American  Sugar  Refining  Company.  Com- 
petition in  the  distribution  of  sugar  became  sometime  ago  so  intense  in  the  gro- 
cery trade  that  the  dealers  were  distributing  it,  not  only  without  profit,  but  for 
less  than  the  actual  cost  of  doing  the  work;  so  the  grocers  got  together — ^they  have 
idways  been  more  or  less  associated — and  asked  the  American  Sugar  Refining 
Company  to  assist  them  in  securing  a  fair  reward  for  the  work  they  were  doing. 
It  was  pointed  out  that  it  would  be  to  the  interest  of  the  company  to  have  the 
trade  in  a  solvent,  rather  than  an  insolvent,  condition  and  they  were  asked  to 
make  an  arrangement,  fixing  the  price  at  which  the  grocers  shomd  sell,  and  pro- 
viding for  a  commission  or  rebate  to  them  for  doing  tne  business.  They  hung  off 
for  a  year  or  more,  and  it  was  onl]^  when  the  margin  of  profit  was  absolutely 
wix>ed  out  that  the  grocers  by  keeping  after  them  finally  succeeded  in  securing 
such  an  arrangement.  Immediately  some  of  the  newspapers  came  out  with  the 
charge  that  there  had  been  a  great  grocers'  trust  formed  in  the  interest  of  the 
American  Sugar  Refining  Company;  whereas,  the  truth  is,  the  grocers  had  had 
the  hardest  possible  job  to  talk  them  into  making  the  ''  factor  system,"  as  it  is 
called.  Even  now  it  costs  the  average  grocer,  I  think,  about  4i  per  cent  to  do 
business,  and  he  does  not  get  more  than  about  4  x>er  cent  in  the  distribution  of 
sugar. 

Q.  As  a  matter  of  fact,  do  you  not  buy  all  your  sugar  from  one  refining  com- 
pany?— ^A.  I  am  now  out  of  the  grocery  business,  but  I  am  publishing  "The 
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Am6rica9  Grocer,"  a  newspaper,  and  I  speak  from  actual  knowledge  when  I  say 
that  all  of  the  wholesale  grocers  buy  as  they  choose  from  the  different  concerns. 
They  are  not  confined  to  the  American  Sugar  Refining  Ck>mpany.  If  they  bny, 
for  mstance,  from  Doscher,  or  Mollenhauer,  or  Arbnckle,  it  does  not  prejudice 
them  in  the  eyes  of  the  American  Sugar  Refining  Ck>mpany. 

RELATION  OF  THE  AMERICAN  SUGAR  REFINING   COMPANY  TO  OTHER  REFINERS. 

Q.  ^Is  there  any  truth  in  the  statement  that  Mollenhauer  and  these  other  Tefi.ner8 
have  really  some  connection  with  the  American  Sugar  Refining  Company? — A. 
I  do  not  think  there  is  the  slightest.  I  will  tell  you  what  they  all  do:  they  just 
follow  the  system  of  the  American  Sugar  Refining  Company  as  closely  as  possi- 
ble, and  there  has  been  enough  of  an  outlet,  in  view  of  the  demand,  for  the  out- 
gut  of  all,  except  the  American  Sugar  Refining  Company,  which,  however,  has 
ad  sufficient  outlet  to  keep,  perhaps  two-thirds  of  their  capacity  going,  aadtiiey 
have  been  satisfied  with  that,  because  it  was  a  great  deal  better  for  them  to  ran 
at  two-thirds  of  their  capacity  for  a  margin  of  profit  than  it  would  be  to  reach 
out  and  tiy  to  grab  all,  when  thev  could  not  succeed. 

Q.  (By  Mr.  North.)  How  is  the  price  of  sugar  fixed?— A.  It  is  fixed  by  the 
remiers.    Thev  prepare  a  regular  schedule  every  day. 

Q.  In  consultation  with  one  another? — ^A.  I  do  not  know  whether  they  have  any 
consultation  or  not.  I  know  whenever  the  American  Sugar  Refining  Company 
puts  up  a  schedule  the  other  refineries  will,  in  most  cases,  immediately  follow 
suit.  Sometimes  they  will  have  a  little  surplus  stock  they  want  to  work  off  and 
will  leave  their  price  the  same;  or,  if  the  American  Sugar  Refining  Company 
lowers  its  price,  sometimes  the  other  companies  will  go  a  little  lower  still  if  they 
have  a  surplus  they  want  to  market. 

Q.  Notwithstanding  what  you  say,  that  there  are  four  or  five  sources  of  supply, 
there  is  still  no  competition  in  fixing  the  price? — A.  Yes;  I  think  there  is  compe- 
tition to  the  extent  that  if  one  refiner  has  a  surplus  stock  he  will  put  down  nis 
price  in  order  to  make  it  move,  and  then  the  others  will  have  to  follow  suit  or 
else  be  left  with  their  stocks  on  hand.  To  show  you  how  much  competition  there 
is  at  the  present  time,  I  would  point  out  that  since  the  Arbuckles  got  their 
refinery  started,  the  margin  between  raw  and  refined  sugars  has  gone  down  from 
0.95  to  0.57  of  a  cent. 

Q.  (By  Mr.  C.J.  Harris.)  If  the  Arbuckles  and  the  American  Sugar  Refining 
Company  carry  out  your  trust  principle,  they  will  undoubtedly  unite,  will  they 
not?— A.  They  will,  if  they  follow  their  own  interests. 

Q.  What  would  be  the  result,  then,  on  the  price  of  sugar? — ^A.  Immediately  you 
would  see  the  margin  go  up  from  0.57  to  0.95  again. 

Q.  There  would  really  be  no  limit  to  which  they  could  not  raise  it,  would 
there? — A.  Oh,  yes.  I  used  to  have  the  idea  that  where  a  monopoly  was  created 
there  would  be  no  competition,  and  that  excessive  prices  would  be  charged  and 
the  public  oppressed;  but  my  observation  has  been  that  whenever  any  combina- 
tion attempts  to  get  more  than  a  fair,  reasonable  profit,  new  capital  immediately 
flows  into  that  line  of  production,  with  the  result  that  prices  ^o  down.  Take,  for 
example,  the  production  of  starch,  strawboard,  and  wire  nails.  The  wire-nail 
manufacturers  formed  a  combination  and  doubled  their  price  right  away. 
Within  six  months  new  factories  had  been  created  and  were  running,  and  the  price 
was  *'  knocked  into  a  cocked  hat."  The  manufacturers  have  never  been  able  to 
get  a  living  profit  out  of  the  business  since. 

METHODS  OF  THE  AMERICAN  TOBACCO  COMPANY. 

Q.  In  regard  to  tobacco— you  are  familiar  ¥dth  that  in  the  grocery  line— unless 
you  handle  the  American  Tobacco  Company's  product  exclusively,  what  is  the 
result? — A.  They  had  a  rule  that  they  would  give  10  per  cent  commission  or 
rebate  to  people  who  handled  their  goods  exclusively,  and  only  2^  per  cent  to 
those  who  dia  not  confine  themselves  exclusively  to  their  manufactures.  That 
was  equivalent  to  making  people  handle  their  goods  exclusively. 

Q.  Is  that  legitimate,  according  to  your  ideas  of  trusts?  Is  that  not  in  restraint 
of  trade? — A.  I  think  it  was  within  their  right  to  offer  an  inducement  to  a  dealer 
to  handle  and  push  their  goods  exclusively.  You  see  it  was  open  to  any  other 
dealer  to  come  in. 

Q.  (By  Representative  Gardner.)  What  is  the  condition  now?-^A.  I  think  it 
is  the  same  now.  That  is  my  impression,  although  having  been  out  of  trade  for 
some  8  years,  I  should  not  like  to  speak  definitely  on  that;  but  I  do  know  this, 
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that  they  would  sell  to  anybody  and  offer  a  premium  to  a  penon  who  wonld  par- 
chase  and  pnsh  their  gooos  and  not  sell  any  competing  brands,  i.e., they  would 
give  10  per  cent  to  him  and  only  2^  per  cent  to  those  detding  also  in  other  brands. 

PROFITS  AND  CAPITAL  OF  THE  SUOAB  TRUST. 

O.  (By  Mr.  North.)  Are  yon  in  x>08ition  to  give  the  Commission  any  more 
definite  information  than  yonr  i)aper  contains  regarding  the  profits  of  the  Ameri- 
can Sng^  Refining  Company? — A.  Only  as  measured  by  the  dividends  that  they 
have  paid. 

Q.  Is  that  the  full  measure  of  their  profits? — A.  No;  it  is  understood  they  had 
accumulated  a  large  surplus  which  they  are  now  using  as  a  fighting  fund  in  the 
contest  with  the  Arbuckles. 

Q.  You  do  not  know  what  that  is? — ^A.  No;  I  think  nobody  but  the  directors 
know. 

Q.  How  many  stock  dividends  have  they  secured? — A.  I  think  no  stock  divi- 
dends. 

Q.  (By  Mr.  Smyth.)  All  the  dividends  are  public? — A.  Yes;  every  stockholder 
of  record,  of  course,  iMarticipates. 

Q.  (By  Mr.  C.  J.  Harris.)  What  is  the  capitalization? — ^A.  I  think  it  is  now 
$75,000,000. 

PUBLICITT  IN  THE  BUSINESS  OF  TRUSTS  DESIRABLE. 

Q.  (By  Mr.  North.)  Do  you  think  that  it  would  be  to  the  public  advantage  to 
have  a  public  statement  of  the  security  and  financial  condition  of  the  Sugar  Irust 
and  other  combinations  of  the  same  character? — ^A.  Yes;  I  think  it  is  a  cryiuK 
need.  I  think  that  these  great  organizations,  having  the  privileges  they  do',  should 
be  put  under  authority. 

Q.  GK>vemmental  authority? — ^A.  Yes.  They  are  public  corporations.  They 
are  created  by  the  law,  and  the*  law  should  protect  the  public  against  abuses, 
whether  of  undue  prices  or  the  buncoing  of  stockholders.  You  are  going  to  see, 
within  a  year  or  two,  a  crash  in  these  industrials,  in  which  the  resources  of 
thousands  and  thousands  of  people  who  have  put  their  money  into  these  securi- 
ties will  be  wiped  out;  and  the  only  remedy  that  I  can  see  is  such  control  as  will 
require  publicity. 

q.  You  favor  that?— A.  Yes. 

EFFECT  OF  TRUSTS  AND  COMBINATIONS  ON  LEGISLATION. 

Q.  (By  Representative  Livingston.)  What  effect  have  these  trusts  and  combi- 
nauons  had  on  legislation? — A.  Well,  I  do  not  know.  I  am  not  any  more  com- 
petent to  judge  or  that  than  any  member  of  this  Commission,  because  I  have  not 
S'ven  it  any  special  study.  There  is  no  doubt  about  one  thing,  viz,  that  there 
\8  been  a  whole  lot  of  '*  striking  "  legislation  proposed  in  order  to  sandbag  these 
trusts,  and  that  whenever  they  are  attacked  in  that  way  they  will  fend  off  by 
bribery  or  anything  of  that  sort.  I  have  not,  however,  observed  that  trusts  have 
been  active  in  the  way  of  getting  affirmative  legislation  in  their  interests. 

(J.  Do  they  not  always  do  so  when  a  tax  svstem,  or  financial  bystem,  or  any- 
thing else  that  affects  tnem  is  planned? — A.  Undoubtedlv.  For  instance,  in  tne 
formation  of  the  tariff  bill  you,  as  well  as  myself,  know  that  all  these  lar^e  inter- 
ests employed  the  very  best  talent  and  ability  they  could  to  present  their  side  of  the 
question;  and  we  have  recently  had  a  discussion  in  connection  with  the  Canadian 
reciprocity  negotiations  in  which  there  has  been  a  great  deal  of  hard  talk  against 
the  lumbermen  for  the  influence  they  exerted  to  prevent  the  Commission  arriv- 
ing at  a  conclusion;  but  I  do  not  think  it  is  wrong  for  our  lumber  interests  to  pre- 
sent, as  fully,  fairly,  and  forcibly  as  possible,  the  effect  of  the  proposed  arrange- 
ment on  American  lumber  interests.  Certainly  the  Canadians  were  not  backward 
in  presenting  their  side,  and  in  former  reciprocity  treaties  there  has  been  nothing 
reciprocal  about  Canada. 

Q.  Are  not  these  combinations,  which  are  being  organized  and  concentrated, 
able  to  affect  legislation,  while  the  consumers  of  their  ^oducts,  scattered  all  over 
the  face  of  the  earth,  have  no  show  in  that  legislation?  Do  they  not  in  this  have  an 
advantage  over  the  majority  of  the  people? — ^A.  I  think  that  all  large  organizations 
employ  the  best  talent,  and  have  their  cases  presented  more  ably  than  small  ones, 
but  your  general  question,  I  think,  is  answered  in  the  central  basic  fact  that  these 
organizations  do  reduce  the  prime  cost  to  the  consumer.    They  have  done  it,  and 
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I  think  will  continne  to  do  it,  and  unless  there  is  some  instance  where  they  have 
combined  unreasonably  and  have  enforced  unreasonable  profits  I  can  not  say  that 
I  see  any  reason  for  condemning  them.  They  may  have  an  adverse  and  malign 
influence  on  legislation,  but  I  can  not  say  that  I  have  seen  it.  When  tariff  ques- 
tions have  been  pending  they  have  undoubtedly  presented  their  interests  to  the 
very  best  of  their  ability,  but  I  do  not  see  that  industries  that  are  in  trusts  should 
have  any  less  degree  of  protection  than  industries  not  in  trusts. 

Q.  It  was  thb  effect  we  wanted  you  to  come  to,  not  the  facts.  We  know  they 
lobby,  and  pay  a  large  amount  of  money  for  it.  I  asked  you  this  question: 
What  effect  nave  they  had  on  these  affairs — ^have  they  gained  anything  or  lost? — 
A.  I  have  not  noticed  any  effect  against  the  public  interest  in  that  respect. 

CHARACTER  OF  MANY  ANTI-TRUST  BILLS. 

Q.  (By  Mr.  North.  )  Do  I  understand  you  to  characterize  the  anti-trust  legisla- 
tion of  the  several  States  as  **  striking  legislation?" — A.  I  say  there  have  been, 
undoubtedly,  a  great  many  instances  where  legislative  **  strikes"  were  attempted, 
and  where  these  large  organizations  have  been  obliged  to  fend  off. 

Q.  I  would  like  to  have  you  be  a  little  more  particular  about  that.  Do  you 
mean  to  tell  the  Commission  that  you  regard  the  anti-trust  legislation  of  the  sev- 
eral States  as  *'  striking  legislation?  " — ^A.  I  do  not  mean  to  be  understood  in  that 
way  in  its  particular  sense.  I  do  say  this:  I  think  it  is  the  experience  of  every 
large  organization  that  there  are  measures  introduced  for  the  purpose  of  being 
bought  off,  and  that  frequently  that  is  done. 

Q.  Is  that  the  case  in  our  existing  legislation,  in  your  judgment? — ^A.  I  could 
not  point  to  anv  specific  case,  and  it  is  only  a  general  opinion  of  mine.  Perhaps  it 
may  not  be  well  founded,  but  that  is  my  opinion. 

Q.  (By  Mr.  Farquhar,  )  One  of  the  most  stubborn  fights  that  has  occurred  in  the 
New  York  legislature  was  against  a  telephone  company,  and,  as  you  well  recollect, 
the  Board  of  Trade  of  New  York  formed  a  large  committee  at  its  own  expense 
to  ^o  to  Albany.  Was  there,  so  far  as  you  know,  a  single  tinge  of  the  so-called 
legislative  **  striking"  when  that  fi^ht  was  made  against  the  monopoly? — ^A.  No; 
I  tnink  that  was  an  effort  of  a  public  bodv  to  reduce  rates.    I  can  give  you  some 

f»ecific  illustrations:  I  was  chairman  of  the  gas  consumers*  organization  in  New 
ork  when  the  price  of  gas  was  very  high— $3.75  a  thousand  feet— ^nd  we  felt 
that  the  price  of  gas  was  too  high,  and  introduced  bills  to  legislate  it  down,  and 
finally  got  it  down  to  |1.25.  Then  we  felt  that  that  was  a  reasonable  price,  and 
stopi)ed.  But  each  year  since  then  there  have  been  bills  introduced,  by  men 
whose  reputation  in  the  legislature  was  that  they  were  "strikers,"  to  reduce  the 
price  of  gas  further,  and  the  people  who  were  in  this  association  with  which  I 
was  connected  have  said  that  they  thought  the  price  of  gas  was  reasonable,  and 
that  we  ought  to  do  what  we  could  to  throw  our  influence  the  other  way.  There 
were  six  bills  introduced  in  the  legislature  of  New  York  this  year  to  reduce  the 

Erice  of  gas,  some  to  |1  and  some  to  90  cents,  and  I  consider  that ''  striking  legis- 
ition,"  iiom.  the  character  of  some  of  the  men  who  introduced  it,  while  others 
were  honest  men  seeking  popularity^.  I  know  that  the  gas  companies  have  been 
approached  with  the  information  that  they  could  stop  certain  bills  if  they  would 
pay  for  it. 

Q.  Do  you  arg^e  in  your  own  mind  that  no  good  can  come  out  of  it  in  that 
way? — A.  I  am  not  too  certain  of  anything. 

METHODS  OP  REGULATING  TRUSTS. 

Q.  (By  Mr.  North.)  You  say  you  think  it  is  necessary  that  the  trusts  should  be 
regelated  by  law.  Is  it  possible,  in  your  judgment,  to  regulate  them  by  law? — 
A.  I  think  that  you  can  pass  laws  requiring  reports,  which  will  give  sufficient 
infoi-mation  to  investors  to  provide  against  abuses  in  the  manipulation  of  stocks, 
which  is  the  chief  thing,  I  think,  that  is  necessary.  You  will  have  g^athered  from 
my  statement  that  I  do  not  think  that  the  so-called  trust  statutes  which  have  been 
enacted  are  necessary.  I  think  that  competition  and  the  common  law  are  sufficient 
to  remedy  any  re^Q  abuses  that  may  be  attempted,  and  that  the  legislation,  both 
national  and  State,  which  is  directed  against  trusts  is  unnecessary. 

Q.  But  you  do  believe  in  the  system  of  publicity  and  inspection? — A.  Yes.  See 
how  our  banks  are  supervised  and  inspected.  "There  is  a  perfect  system.  1  do 
not  see  why  that  should  not  be  applied  to  all  corporations. 

Q.  Do  you  believe  that  should  oe  applied  by  the  General  Government  or  by  the 
several  State  governments? — A.  Where  the  business  is  an  interstate  business,  it 
would,  perhaps,  have  to  be  done  by  the  Federal  Government. 
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Q.  Is  not  every  business  where  the  product  goes  into  more  than  one  State  an 
interstate  business? — ^A.  Yes,  with  some  qnalifications.  Yon  know,  in  the  snear- 
refining  case,  a  suit  was  brought  against  £.  C.  Knight  &  Co.,  of  Philadelphia, 
sugar  refiners  I  think,  under  the  United  States  trust  laws.  It  was  decided  in 
their  favor,  because  thej  were  conducting  a  business  within  the  State  of  Pennsyl- 
vania. To  be  sure,  tneir  product  was  shipped  all  over  the  United  States,  but  I 
believe  that  case  was  decided  on  the  ^rouna  that  it  was  a  State  institution.  I  do 
not  know  that  I  am  sufficiently  familiar  with  that  decision  to  have  in  my  mind  all 
the  varying  grounds  on  which  it  was  decided. 

Q.  (By  Mr.  O.J.  Harris.)  I  understood  it  was  because  it  did  not  come  under 
the  interstate  clause. — A.  That  was  my  understanding. 

THE  CAPITALIZATION  OF  TRUSTS. 

Q.  (By  Mr.  Smyth.  )  Do  you  think  it  would  be  wise  to  limit  by  law  the  capitali- 
zation of  trusts  so  that  it  should  not  exceed  $5,000,000,  $3,000,000,  and  so  on? — ^A. 
I  am  not  clear  in  my  mind  what  is  feasible.  You  see,  the  earning  x>ower  is  the 
thing  they  capitalize  on.  They  say,  how  much  can  this  concern  earn?  Well,  it 
has  earned  so  and  so  during  the  last  so  many  years,  and  will,  therefore,  stand  so 
much  capitalization.  If  they  can  figure  that  it  has  earned  10  per  cent,  or  is 
cai)able  of  earning  10  per  cent,  they  will  capitalize  at  that.  The  common  stock 
is,  as  a  rule,  a  bonus,  that  is,  it  is  not  considered  that  it  represents  tiie  actual 
cost  of  the  thing. 

Q.  (By  Mr.  WORTH.)  Fictitious? — A.  Yes.  It  maybe  founded  on  the  earning 
power,  however.  The  American  Sugar  Refining  Company's  common  stock  has 
paid  12  per  cent  right  along,  and  the  preferred  only  8  per  cent,  yet  I  have  no 
doubt  that  the  preferred  stock  represents  about  all  of  tne  original  cost  of  the 
plant. 

Q.  (By  Representative  Gardner.)  Do  you  know  anything  on  that  point?  It  is 
a  very  ticklish  one  to  assume  anything  on.  You  say  you  have  no  doubt,  but  do 
you  Imow,  or  have  you  reasons  to  know? — A.  I  have  no  knowledge  on  that  point. 
I  only  know  it  is  a  common  opinion  in  the  trade  that  that  is  the  case. 

TAXATION  OF  TRUSTS  AND  COMBINATIONS. 

Q.  (By  Mr.  North.)  Would  you  be  willing  to  subscribe  to  the  prox)06ition  that 
all  the  profits  of  a  trust  or  comoinatiou,  in  cases  of  a  certain  dividend,  should  be 
subject  to  public  taxation? — ^A.  I  do  not  know  why  you  should  treat  the  trust 
or^nizations'  business  any  different  from  others. 

Q.  Is  it  because  it  is  quasi-public  in  so  far  as  it  is  a  monopoly  or  tonds  to  a  mo- 
nopoly. Is  it  not  different  from  that  of  private  corporations  or  individuals  doing 
business  in  tiie  ordinary,  old-fashioned  way? — ^A.  In  commerce  there  is  no  such 
thing  as  monopoly  in  tms  day  and  generation.  That  is  one  idea  that  has  been 
exploded.  Capital  is  so  plentiful  that  the  moment  any  institution,  no  matter 
how  biff,  beffins  to  exact  a  liberal  profit,  immediately  fresh  capital  flows  into  that 
channel  and  competition  results  on  a  scale  that  would  not  have  been  possible 
among  smaller  organizations. 

Q.  Then,  do  I  understand  you  to  answer  my  Question  in  the  negative? — ^A.  Yes; 
I  snould  say  that  I  do  not  see  any  reason  wny  business  done  by  corporations 
should  be  taxed  in  any  way  different  from  that  done  by  individuals. 

Q.  Even  these  quasi-public  and  quasi-monopolistic  corporations? — A.  Yes;  and 
if  you  find  that  they  are  oppressive,  that  they  are  charging  the  public  more  than 
they  should  charge  it  and  making  enormous  profits,  that  might  be  a  subject  for 
legislation,  either  through  the  taxing  power  or  in  any  other  wav.  But  take  the 
American  Su^  Refining  Company.  People  say:  '*  Why,  they  have  been  paying 
enormous  dividends  on  an  inflated  capitalization."  So  they  do;  but  they  do  it  on 
an  average  profit  of  a  third  of  a  cent  a  pound;  but  the  business  is  one  the  machin- 
ery of  whicn  is  not  fitted  for  anything  else.  If  you  would  subject  it  to  sale — 
the  real  estate,  machinery,  and  so  on— -it  would  only  bring  a  song;  and  I  think  that 
they  are  entitled  to  a  good,  liberal  profit  when  they  give  the  public  the  long  end 
of  it,  as  they  have  done.  They  have  given  the  public  all  tne  benefite  of  their 
advantage  in  buying,  and  have  only  retained  their  average  margin  right  along — 
about  a  third  of  a  cent.  If  they  had  grabbed  the  whole  thing,  why  I  should  reel 
differently  about  it;  but  we  must  all  come  down  to  what  is  reasonable. 

Q.  (By  Representative  Gardner.)  If  I  understand  you,  your  theory  is  this: 
that  the  elements  of  competition,  viz,  capital  and  individuals  with  knowledge, 
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skill,  and  bo  on,  are  practically  inezhanstible,  and  that  therefore  no  monopolv, 
charging  exorbitant  prices,  can  remain  without  competition  for  any  considerable 
time?— A.  Competition  certainly  will  come. 
Q.  That  is  your  theory? — A.  Yes;  and  the  facts  go  to  show  it. 

TRUSTS  AND  COMBINATIONS  PROMOTE  THE  PUBLJC  WEI.FARE. 

Q.  (By  Mr.  C.  J.  Harris.)  What  is  going  to  be  the  effect  of  trust  organizations 
on  the  great  middle  classes  of  the  community,  the  men  who  have  formerly  been 
owners  of  plants,  and  their  sons  after  them,  and  what  is  going  to  be  the  effect 
upon  the  traveling  salesmen? — A.  Sx)eaking  in  a  broad  way,  tne  effect  will  be 
beneficial;  although  there  is  a  constant  displacing  and  transition  in  the  whole 
situation.  Individuals  may  be  prejudiced  as  they  were  in  the  evolution,  for 
instance,  of  our  transportation  system,  beginning  with  the  stagecoach  and  the 
railroads.  It  is  the  old,  old  story,  over  and  over  again,  of  constant  transition  and 
individual  hardships;  but  in  the  ''demnition  total*'  of  the  whole  thing,  as  Mr. 
Mantalini  said,  it  is,  in  my  estimation,  for  the  public  good,  and,  what  is  more,  it 
positivelv  can  not  be  prevented.  This  state  of  things  has  been  produced,  as  I 
have  said,  by  the  forces  of  steam,  electricity,  and  macninery. 

EFFECT  OF  TRUSTS  ON  THE  DISTRIBUTION  OF  WEALTH. 

Q.  Suppose  the  Standard  Oil  fortunes,  running  anywhere  from  $10,000,000  to 
$200,000,000,  which  have  been  showered  upon  ten  or  a  dozen  men,  had  been 
divided  up  among  two  or  three  hundred  at  a  million  or  two  apiece,  would  not 
the  people  in  general  in  this  country  have  been  a  great  deal  better  off,  in  your 
estimation? — ^A.  I  do  not  believe  they  would.  You  have  to  have  large  concentra- 
tion of  wealth  in  able  hands  to  accomplish  results. 

Q.  Is  it  not  the  aim  of  all  sociological  writers,  who  are  endeavoring  to  improve 
the  condition  of  society,  to  show  that  wealth  should  be  as  evenly  divided  as  possi- 
ble? Do  not  their  methods  consist  in  the  division  of  real  estate  among  the  thou- 
sands, and  money  and  other  kinds  of  property  in  the  same  way? — A.  You  can  not 
have  equality  in  the  distribution  of  wealth.  It  will  inevitably  be  unequal.  If 
all  wealth  were  equally  divided  to-day,  to-morrow  would  see  a  tendency  toward 
inequality  again.  I  saw  this  thought  well  expressed  in  a  book  by  Prof.  Isaac  F. 
Russell  some  time  ago:  '*  Equality  of  wealth  would  not  exist  during  the  period  of 
time  required  for  its  distribution.  Before  midnight  some  Esau  would  nave  sold 
his  birthright  for  a  mess  of  pottage  or  some  gambler  would  have  staked  his  last 
dollar  on  tne  throw  of  a  die  or  the  turn  of  a  wheel." 

Q.  (By  Mr.  North.)  That  is  your  ffenersJ  answer  to  the  socialistic  argument,  I 
take  it? — A.  That  equality  is  impossible. 

Q.  (By  Representative  Gardner.)  And  is  not  that  the  very  thing  that  socialism 
is  aiming  at? 

Q.  rBy  Mr.  Farquhar.)  Is  it  not  generally  said  by  all  historians  of  this  country 
that  tne  source  of  our  great  national  prosperity  has  been  our  individualistic  ten- 
dencies; or,  in  other  w^ords,  is  it  not  their  opinion  that  the  genius  of  this  country 
is  against  centralization? — ^A.  No. 

Q.  Is  it  not  the  great  freedom  of  the  community  in  making  its  own  way  and  its 
own  living  the  standard  that  has  made  American  wages? — A.  I  think  you  are 
speaking  now  in  favor  of  my  position — the  freedom  of  opportunity. 

Q.  I  simply  would  like  an  answer. — A.  I  think  it  is.  I  think  that  freedom  of 
opportunity  18  a  most  desirable  thing,  and  I  think  that  opportunity  is  not  abridged, 
as  has  been  suggested  by  many  students,  by  this  new  organization  of  industry. 
Opportunity  appears  in  a  little  different  way,  but  opportunity  still  exists. 

reasons  for  the  reduction  of  freight  charges. 

Q.  You  spoke,  in  what  you  have  read  here,  about  railroad  freight  going  down  to 
0.72  of  a  cent  in  1895  from  3.08  cents  in  1865.  Do  you  credit  all  that  to  the  con- 
trolling of  freight  rates  by  trusts  and  combinations? — ^A.  No;  but  I  credit  it  to  the 
enormous  mechanical  improvements  that  were  promoted  and  made  possible  by 
the  aggregation  of  capital  in  the  industry. 

Q.  What  was  the  increase  of  railroad  capitalization  from  1865  to  1895;  was  it 
proportional  to  the  decrease  in  freight  charges? — ^A.  No;  I  do  not  think  there  was 
that  amount  of  increase.  There  has  always  been  a  lot  of  water,  as  you  know,  in 
our  transportation  system,  but  I  do  not  think  that  the  water  had  anything  to  do 
with  the  decline  in  rates;  it  was  the  mechanical  possibilities  that  were  developed 
by  these  consolidations. 

Q.  In  other  words,  you  would  answer  that  it  was  simply  the  roadbed  and  the 
rolling  stock  and  equipment  that  brought  the  lower  rates?    Is  it  not  a  fact  that 
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the  bnildinflp  of  a  second  lock  at  Saolt  Ste.  Marie  reduced  the  f  reieht  rates  on  grain 
from  Dnlutn  to  Buffalo  from  11  centa  to  li  cents? — A.  Yes;  I  think  it  was;  that 
and  mechanical  improvements,  with  the  increased  tonnage  thus  made  possible. 

Q.  The  extra  large  tonnage,  or  carrying  power,  of  all  the  craft  that  were  built 
as  soon  as  the  great  lock  was  comx>leted? — ^A.  Yes,  undoubtedly. 

Q.  So  these  €msts  and  combinations  had  nothing  to  do  with  it,  and  the  cause 
la]^  entirely  outside  of  any  centralization  of  capital?— A.  It  had  nothing  to  do  with 
it  in  that  particular  instance,  I  think,  but  look  at  the  prices  of  transportation  on 
the  Great  Lakes  since  the  Rockefeller  capital  went  ^Jito  the  whaleback  transpor- 
tation. Of  course,  those  whalebacks  could  not  hav^  passed  through  the  old  locks, 
and  the  enlargement  of  the  locks  gave  an  opx>ortunity  for  the  further  employ- 
ment of  this  capital.  The  economies  that  nave  been  realised  in  transportation 
on  the  lakes  through  the  increased  size  of  vessels  and  all  that  have  been  something 


Q.  I&nf^  the  develcmment  of  the  lake  channels  of  trade,  through  river  and  har- 
bor improvemHrts  and  better  terminal  facilities  for  handling  grain  and  ore  and 
ever3rtning  of  that  kind  with  the  resulting  competition  between  water  and  rail, 
the  reason  that  rates  have  come  down? — A.  Water  competition  has  undoubtedly 
had  a  great  deal  to  do  with  it.  At  the  same  time  you  will  admit,  I  think,  that 
great  mechanical  improvements,  sudli  as  the  manufacture  of  Bessemer  steel,  and 
uie  consolidation  of  railroads,  making  possible  through  freights  and  through 
lines,  as  compared  with  the  fragmentary  lines  we  used  to  have,  have  had  an 
equally  great  influence. 

Q.  Do  you  think  a  consolidated  pool  in  the  matter  of  railroad  rates  sanctioned 
and  regulated  by  law  would  be  a  benefit  to  the  producers  of  this  country  as 
compared  with  the  open  competition  we  have  now? — A.  I  think  that  a  pooling 
law  under  supervision  of  the  biterstate  Commerce  Commission  is  extremely 
desirable. 

Q.  So  you  believe  in  State  regulation? — A.  I  do,  of  all  these  public  agencies. 

Q.  And  do  you  believe  that  trusts  or  combinations  are  unsafe  unless  regulated 
by  the  State?— A.  I  think  state  regulation  would  be  better  for  the  trusts  and 
better  for  the  public. 

INDUSTRIAL  STOCKS  AND  SPECULATION. 

Q.  Another  question  that  you  have  left  quite  open  suggests  itself  here.  In  Eng- 
land, as  you  know,  10  years  ago  and  throughout  the  past  decade,  limited  com- 
panies have  sprung  into  existence  like  mushrooms.  Is  it  not  a  fact  that,  to-da^, 
the  intention  of  the  promoters  of  trusts,  the  main  part  of  those  formed  within 
the  last  8  or  4  months,  has  been  to  get  their  stocks  into  the  New  York  exchange 
in  order  to  give  them  an  opportunitv  to  gamble  on  unlmown  profits  and  imknown 
capitalization?— A.  I  have  no  knowledge  of  that. 

Q.  Do  you  not  think  that  Wall  street  will  ultimately  reap  the  benefits  instead 
of  the  consumer  or  producer  in  the  speculation  on  these  stocks  of  the  great  trusts? — 
A.  Wall  street  is  a  very  interesting  community  by  itself.  It  contains  the  gam- 
bling spirit  of  this  country,  and  whether  stocks  go  up  or  stocks  go  down,  as  among 
the  really  active  professional  stocks,  it  does  not  matter  a  great  deal.  It  is  simply 
one  of  them  skinning  another.  The  real  evil  in  this  overcapitalization  consists 
in  inducing  outside  small  investors,  people  who  are  not  sx>ecuiators,  to  buy,  under 
such  favorable  conditions  as  now  exist,  securities  upon  which,  when  bad  times 
come,  dividends  can  not  be  earned.  Then  these  smiuler  investors  are  practically 
wiped  out  unless  they  can  hold  over.  Indeed,  he  who  buys  on  a  margin  is  pretty 
sure  to  to  be  wiped  out. 

Q.  (By  Representative  Gardner.)  Does  not  that  result  from  imprudence  just 
the  same  as  the  wasting  of  monev  in  any  other  direction?  Would  tnat  happen  if 
the  countryman,  or  other  man,  who  has  a  little  money  and  knows  enough  to  know 
that  he  does  not  know  anything  about  it,  and  ou^ht  not  to  gamble,  would  stay 
out  of  Wall  street? — A.  Speculation,  I  suppose,  is  inevitable;  I  do  not  know  how 
to  regulate  that. 

TRUSTS  AND  PANICS. 

Q.  (ByMr.FARQUHAR.)  I  should  like  to  ask  whether,  in  your  opinion,  these 
trusts  or  industrial  combinations  are  for  good  or  evil,  as  you  see  them  to-day? — ^A. 
I  believe  they  are  powerful  agencies  for  good,  but  there  is  much  that  is  bad  which 
we  should  try  to  eliminate;  there  is  *^  good  in  all,  but  none  all  good." 

Q.  Is  there  not  a  question  lying  back  of  this,  viz,  that,  as  a  result  of  this  over- 
capitalization and  control  of  natural  monopolies  as  well  as  of  manufactures  in 
general,  a  crisis  may  come  upon  us,  such  as  we  have  had  three  or  four  times  in 
Qiis  country?— A.  On,  we  are  sure  to  have  these  periods  of  panic  and  reaction,  but 
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how  far  this  overcapitalization,  this  excessiye  capitalization,  may  enhance  them 
or  make  them  come  more  frequently,  I  do  not  know. 

Q.  (By  Mr.  North.)  Bnt  have  you  not  already  g[one  on  record  on  that  point  in 
having  stated  that  you  believe  a  panic  to  be  inevitable  from  these  things? — ^A. 
What  I  mean  to  say  is,  that  I  do  not  know  how  much  a  panic  would  be  influenced 
by  this  overcapitalization,  but  I  do  believe  this,  that  we  are  likely  to  have  these 
periods  of  commercial  depression,  with  all  the  resulting  phenomena  of  idle  mills, 
etc.,  more  frequently  in  tne  future  than  we  have  had  them  in  the  past  xmless  we 
can  widen  our  markets  and  keep  up  activity  in  our  industries. 

Q.  But  did  not  I  understand  vou  to  say  oefore  that  they  would  be  intensified 
by  this  form  of  industrial  comoination? — ^A.  As  regards  panics,  do  you  mean  to 
say? 

Q.  Business  crises,  depressions,  and  prostrations. — ^A.  I  do  not  wish  to  be  under- 
stood as  thinking  that  tne  cause,  for  the  reason  that  I  am  not  clear  that  excessive 
capitalizations  are  the  cause  of  commercial  panics.  The  real  cause  is  our  ability 
to  produce  more  than  we  can  consume,  resulting  in  the  shutting  down  of  our 
factories  and  the  throwin^^  of  labor  out  of  employment,  and  accompanied  by  all  the 
phenomena  of  a  commercial  crisis  which  sometimes  runs  into  puiic,  causing  the 
withdrawal  of  money  from  banks,  and  all  that. 

Q.  In  your  judgment  is  it  advantageous  to  the  industries  of  the  country  to  be 
so  capitalized  and  put  upon  tiiie  New  York  stock  market  that  they  will  be  subject  to 
all  the  8X)eculative  tendencies  which  influence  that  market?— A.  I  think  that 
excessive  capitalization  is  unfortunate.  I  believe  in  having  things  as  near  actual 
values  as  possible,  but  I  do  not  see  exactly  how  you  are  going  to  prevent  over- 
capitalization. 

^.  That  is  not  quite  my  xx)int;  I  may  not  have  made  it  clear.  What  I  mean  is 
this:  Does  not,  in  your  judbo^ent,  the  tendency  to  consolidation  bring  idl  the 
industries  of  the  country  aftected  thereby  withm  a  speculative  and  gambling 
field? — A.  Yes,  undoubtedly. 

S.  That  was  the  point  I  was  after.— A.  Yes,  undoubtedly. 
.  That  is,  it  is  an  economic  disadvantage  to  the  country  in  your  judgment?— 
A.  Yes,  I  think  it  is. 

Q.  (By  Representative  LrviNOSTON.)  As  an  illustration  of  what  you  have  just 
saia,  what  produced  the  recent  wonderful  chimffe  in  tiie  Wall  street  rate  of  interest, 
from  8  per  cent  to  18? — ^A.  Simply  demand  and  supply. 

Q.  Is  it  not  a  fact  that  bankers  in  Wall  street  got  fnghten^d,  that  they  were  not 
willing  to  advance  money  on  the  kind  of  stocks  that  were  being  dealt  in,  and  that 
this  fear  ran  money  up  to  13  x>er  cent?  Was  not  that  the  cause  of  it? — ^A.  I  do  not 
know  that  it  was;  it  may  have  been.  I  reidly  do  not  know  l^t  I  am  competent 
to  answer  that  question. 

THE  REQULATION  OF  TRUSTS  RBSUHBD. 

Q.  (By  Mr.  Conoer.)  Am  I  to  understand  that  you  believe  the  general  effect  of 
these  trusts  or  industrial  combinations  is  the  public  good,  but  that  you  wotdd 
favor  their  regulation  by  law? — ^A.  Yes. 

Q.  Would  you  favor  the  enactment  of  a  Federal  law  which  woxdd  prohibit 
interstate  commerce  and  the  use  of  interstate  commerce  instruments,  such  as 
checks  and  drafts,  to  those  corporations  not  complying  with  prescribed  rules 
for  filing  reports  or  for  inspection  by  the  Government,  the  theory  being  that 
publicity  will  do  more  to  right  abuses  than  anti-trust  laws  which  would  annihi- 
late the  trust  or  combination  of  capital  itself? — ^A.  That  is  a  pretty  lone  question. 
I  think  a  man  would  have  to  study  on  it  a  long  while  before  he  comd  give  an 
intelligent  answer  to  it. 

Q.  Take  the  first  part  of  it;  would  you  favor  a  Federal  law  that  would  prohibit 
interstate  commerce  or  the  use  of  interstate  commerce  instruments  to  those  trusts 
that  do  not  comply  with  a  law  requiring  the  filing  of  reports— in  other  words, 
that  regulation  which  you  seem  to  favor?— A.  I  do  not  know  whether  that  would 
be  a  proper  x>6nalty  or  not.  I  think  that  you  can  make  penalties  that  x>erhaps 
would  not  interfere  with  the  movement  of  commerce  and  at  the  same  time  would 
accomplish  the  object  of  giving  the  necessary  publicity.  You  can  make  cumula- 
tive fines,  for  instance,  for  first,  second,  and  third  onenses,  and  make  them  so 
heavy  that  it  would  be  impossible  to  disregard  them. 

restriction  of  capitalization  resxtmbd. 

Q.  Would  you  favor  the  enactment  of  laws  prohibiting  the  capitalization  of 
corporations  beyond  the  amount  of  money  or  actual  value  of  proxwrty  invested? — 
A.  I  would  not.  That  brings  us  to  the  great  difficulty  again.  Take,  for  instance, 
a  newspaper  that  has  an  earning  capacity  of  $50,000  a  year,  and  its  whole  plant  is 
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not  worth  $10,000.  Tou  would  not  capitalize  that,  if  yon  were  putting  it  into 
a  corporation,  on  any  basiB  of  the  actual  value  of  the  plant.  Take  almost  any 
private  businees  that  is  put  into  a  corporation,  and  its  actual  tangible  merchan- 
dise  assets  with  its  real  estate,  etc.,  is  not  a  fair  measure  for  its  capitalization. 
A  fair  measure  for  its  capitalization  is  the  earning  power  of  the  property. 
Can  it  earn  10  per  cent  on  a  capital  of  $100,000?  If  so,  $100,000  would  be  a  fair 
capital  for  it. 

Q.  Would  you  favor  a  law  which  would  prohibit  the  caxntalization  of  that 
property  for  more  than  its  present  value,  on  your  basis  of  figuring  the  value?  In 
other  words,  do  you  think  that  it  is  right  and  in  the  interest  of  the  public  good 
to  allow  the  property  which  is  to-day  worth  $100,000  to  be  capitalized  for  $200,000 
or  $250,000? — ^A.  I  think  jou  may  base  your  capital  on  your  earning  power.  I 
think  that  excessive  caxntalization  is  an  evil,  but  I  do  not  see  how  you  are  going 
to  prevent  it,  unless  you  can  pass  some  general  law,  based  on  the  earning  power 
of  the  property,  that  the  capitalization  shall  not  exceed  so  much  on  its  earning 
-power.  Perhaps  it  might  be  reached  in  that  way,  but  1  have  not  thought  enough 
npon  it  to  be  an  authoritv  on  that. 

Q.  Would  you  favor  tnat  law  if  it  could  be  enforced? — ^A.  I  am  in  favor  of 
any  reasonable 

Q.  Restriction  on  capitalization? — ^A.  Restriction  on  overcapitalization. 

TAXATION  OP- STOCK  V.   TAXATION  OP  INCOME. 

Q.  (By  Representative  Livingston.)  If  the  gross  income  of  all  organizations 
of  the  kind  were  at  first  taxed  liberally,  would  not  that  have  a  tendency  to  lessen 
such  organization,  make  men  careful  about  organizing  capital,  and  do  away  with 
the  evil  of  watered  stock? — A.  A  liberal  tax  on  the  amount  of  the  stock  might 
have  that  effect,  but  I  do  not  think  one  on  the  income  would.  New  Jersey  has 
become  the  home  of  most  of  these  great  organizations,  because  her  organization 
tax  on  the  big  companies  is  much  less  than  on  the  smaller  ones.  In  New  York 
State  the  organization  tax  is  pro  rata,  and  so  New  Jersey  has  secured  all  the  big 
companies. 

Q.  What,  then,  do  you  think  a  tax  should  be  based  on^on  the  gross  income  or  on 
the  net  income? — A.  No;  I  should  think  that  an  income 

Q.  You  think  on  the  stock?'-A.  I  think  this  overcapitalization  might  be  reme- 
died if  you  would  put  the  organization  tax  as  hieh  upon  large  companies  as 
it  is  upon  smaller;  make  it  xiro  rata;  that  would  tend  to  keep  down  capitalization. 

Q.  It  there  were  a  tax  on  the  gross  receipts  or  the  net  income  of  the  capitaliza- 
tion of  these  comx>anie8,  would  not  that  help  also  to  keep  it  down? — ^A.  On  the 
income?    I  do  not  thii^  so;  I  do  not  think  it  would. 

Q.  I  do  not  want  to  commit  you  to  an  income-tax  policy. — ^A.  What  I  can  not 
see  is  how  an  income  tax  would  affect  capitalization. 

Q.  Would  it  not  suppress  wild  schemes  whose  success  is  very  improbable? 
You  wish  to  tax  both  ways,  do  you  not — ^to  tax  the  stock  and  tnen  the  gross 
business? — ^A.  I  think  a  tax  on  income  would  be  a  wrong  principle,  because  it 
would  be  a  tax  on  good  management,  etc.  But  if  you  are  seeking  to  remedy  over- 
capitalization, I  can  see  how,  if  you  will  put  your  organization  tax  so  much  per 
thousand,  it  would  kill  overcapitalization. 

explanation  of  variation  in  the  pbicb  of  sugar. 

Q.  (By  Mr.  A.  L.  Harris.  )  I  wish  vou  would  return  to  page  4  of  your  address  just 
for  a  moment.  I  see  that  in  1881  refined  granulated  sugar  was  selling  at  about  9.06 
cents.  It  then  decreased  to  about  6.01  cents  in  1887,  when  the  trust  was  formed. 
Immediately  after  the  formation  of  the  trust,  in  1888, 1889,  and  1890,  there  was  an 
increase. — ^A.  Yes. 


Q.  In  the  price  of  refined  sugar?-7-A.  Yes. 


J.  In  1891  it  began  to  decrease,  which,  as  I  understand,  you  have  said  was  on 
account  of  these  new  comx)eting  companies  coining  in.  I  would  like  you  to 
explain  how  it  is  that  there  was  a  constant  decrease  until  the  time  of  the  forma- 
tion of  the  trust  and  an  increase  from  the  formation  of  the  trust  until  competing 
companies  came  in.— A.  Precisely;  I  will  explain  that  to  you.  During  the  period 
from  1884  to  1887  the  sugar-refining  industry  had  gotten  down  to  an  unremunera- 
tive  i)oint.  If  you  will  look  at  the  difference  between  raw  and  refined  during  those 
years  you  will  see  it  was  down  to  0.71,  0.78,  0.76,  and  so  on,  whereas  it  had  been 
much  higher  in  theprevious  years;  and  you  will  notice  that  after  the  formation 
of  the  trust  the  difference  ran  up  from  0.768  to  1.258  in  1888.  Now,  the  sugar- 
refining  industry  had  jB^tten  down  to  the  point  where  14  refineries  had  faded, 
and  it  was  owing  to  this  demoralized  state  of  the  industry,  making  it  absolutely 
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necessary  that  something  be  done,  that  the  sugar  trust  was  formed.  Then* 
as  you  see,  for  2  or  3  years  they  did  exact  a  larger  margin  of  profit,  and  the 
price  advanced  as  you  have  pointed  out.  But  when  they  got  the  business  into 
working  order,  had  improved  their  buying  arrangements,  and  closed  up  old  and 
inferior  plants  and  enlarged  and  improved  others,  you  vnll  notice  that  not 
only  the  price  goes  down  steadily,  but  also  the  margin  between  raw  and  refined 
sugars. 

Q.  (By  Mr.  Farquhab.)  Were  there  not  just  as  large  profits  to  the  American 
Sugar  Refining  Company  as  there  were  before  they  acquired  the  Philadelphia 
plants  and  some  other8?~A.  I  tMnk  there  was  a  year  or  two,  when  they  charged 
more  than  their  regular  average;  but  they  soon  got  down  to  their  regular  average, 
about  a  third  of  a  cent  net,  which  they  have  carried  all  the  way  through  until 
this  more  recent  competition;  and  now  they  are  down  to  0.57  of  a  cent,  out  of 
which  the  entire  expense  of  refining  must  be  paid,  and  that  is  probably  as  much 
as  0.57  of  a  cent. 

Q.  Is  that  the  result  of  the  competition  of  these  other  refineries  you  speak  of? — 
A.  You  know  the  Arbuckle  fight,  the  coffee  and  sugar  fight,  is  a  very  interesting 
one. 

Q.  (By  Mr.  A.  L.  Harris.)  Suppose  these  other  organizations  had  not  come 
into  exiirtence,  do  you  think  their  profits  would  have  beidn  as  they  have  been? — ^A. 
Oh,  no;  they  would  have  kept  their  margin  right  along;  they  would  have  kept 
their  third  of  a  cent  right  along. 

THE  WIRE-NAIL  TRX78T. 

Q.  I  want  to  call  your  attention  to  one  thin^  more,  and  that  is  the  wire-nail 
trust  and  the  wire  trust.  Has  not  the  price  of  wire  increased  about  1  cent  on  the 
pound  within  the  last  year,  since  the  trust  perfected  its  organization?— A.  My 
understanding  of  it  is  that  wire  and  all  iron  products  have  increased. 

Q.  Even  steel?— A.  Steel  of  all  kinds;  but  that  is  due  to  the  industrial  situa- 
tion, I  think,  and  not  to  the  effect  of  trusts.  All  our  mills  are  running  day  and 
night  and  can  not  keep  up  with  their  orders.  We  have  always  seen  that,  when 
there  is  an  active  demand,  exceeding  the  supply,  prices  advance. 

Q.  And  you  think  that  is  owing  to  supply  and  demand,  the  natural  law  of 
trade?— A.  Yes;  that  is  my  feeling  about  it;  but  at  the  same  time  I  do  not  say 
that  new  steel  combinations  have  not  had  some  influence  upon  it.  I  do  not  know 
that  they  have,  but  I  do  know  that  the  supply  and  demand  nas  more  to  do  with  it 
than  anything  else. 

COMPARISON    OF    THE    EFFECTS    OF  TRUSTS    ON    CONSUMERS  AND  THE  PRODUCERS 

OF  RAW  MATERIALS. 

Q.  (By  Representative  Gardner.)  At  one  point  of  our  examination  here  this 
morning  we  seemed  to  reach  the  conclusion  tnat  prices  were  reduced  to  the  con- 
sumer and  in  turn  forced  down  on  the  producer.  It  was  asked  if  the  consumer 
and  the  producer  were  not  one  and  the  same,  and  it  went  at  that.  Now  I  wish 
to  ask  the  witness,  as  an  exx)ert,  if  he  feels  competent  to  answer  as  such,  whether 
the  trust  or  monopoly  buying  raw  material  from  one  class  of  persons,  but  selling 
to  another,  does  not  turn  at  that  xx)int  where  society  is  divided  into  two  classes, 
the  consumer  and  the  producer,  the  price  being  reduced  to  the  consumer  and 
forced  down  on  the  producer?  The  farmer  and  the  miner  produce  almost  all 
materials  that  are  in  the  fullest  sense  raw  materials.  The  producer  and  the  con- 
sumer, therefore,  for  the  purpose  of  my  question,  are  not  tne  same,  because  mil- 
lions of  our  population  who  are  consumers  are  not  producers  in  that  sense. 
Therefore,  do  the  operations  of  the  trusts  in  combining  to  put  down  prices  to 
the  consumer  and  m  combining  to  force  them  down  on  the  producer  have  a 
peculiar,  specially  depressing  effect  on  those  two  classes,  viz,  the  farmer  ai^^  the 
miner? 

S.  (By  Mr.  Farquhar.)  Why  not  make  it  "  injure "? 
.  (By  Representative  Gardner.)  Well,  call  it  "injure".— A.  I  think  that  where 
the  number  of  buyers  is  reduced  to  so  small  a  number  that  there  is  not  competi- 
tion for  the  raw  material,  it  tends  directly  to  lessen  the  sum  which  the  producer 
of  that  raw  material  receives. 

IS  THE  TRUST  A  NEW  ELEMENT  IN  TRADE  DEPRESSION? 

Q.  One  word  more  in  this  same  line.  Remove  the  influence  of  the  trust  in  that 
direction,  and  would  there  be,  in  your  judgment,  any  other  organization  befiides 
tiie  trust,  such  as  the  wool  exchange,  the  cotton  exchange,  or  other  board  of  trade 
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in  the  cities,  that  wonld  exercise  some  like  influence  in  depressing  the  price  to 
the  farmer  and  taking  the  difference  for  their  own  profit?  That  is,  is  the  tmst  a 
new  element  of  depression,  or  does  it  merely  take  the  nlace  of  the  cotton  exchange, 
the  wool  exchange,  and  other  boards  of  brokers? — ^A.  It  may  in  some  industries  go 
directly  to  the  producer,  ignoring  the  middleman,  and  the  producer  may  get  as 
much  for  his  product  as  he  did  before  and  only  the  middleman  be  in jurea. 

Q.  You  do  not  exactly  comprehend  my  question.  My  question  was  meant  to 
be  this:  Assuming  that  the  trust  buys  directly  of  the  pit>ducer,  and  at  the  lowest 
possible  price,  does  it  eyen  then  depress  the  price  below  where  the  woolen  exchange 
and  cotton  exchange  or  some  other  board  would  haye  depressed  it  in  the  absence 
of  the  trust? 

Q.  (By  Representatiye  LnriNOSTON.)  Are  not  thepe  organizations  just  as  bad  in 
effect  as  the  combines? 

S.  (By  Representatiye  Gardner.)  I  want  to  know  whether  the  wool  board 
the  cotton  board  that,  we  read,  are  fixing  the  prices  of  our  wool  and  cotton  in 
Ldyerpool  are  not  just  the  same  depressiye  agencies  to  the  farmer  that  the  trust 
is?  I  want  to  know  whether  the  trust  is  an  additional  depressor  or  whether  it 
just  takes  the  place  of  a  former  one? — ^A.  I  do  not  think  that  a  general  answer 
can  be  giyen  tothat  question.  I  think  it  will  be  necessary  to  take  each  specific 
industry  by  itself  and  obserye  its  operations.  Now,  I  am  familiar,  of  course, 
with  the  sugar  industry.  There  is  no  doubt  that  the  producers  of  sugar  in  all 
parts  of  the  world  did  not  receiye  as  much  for  their  su^r  after  the  consolidation 
of  our  sugar-refining  interests  as  they  did  before;  and  it  was  due,  in  my  opinion, 
to  the  fact  that  there  were  not  so  many  competing  buyers. 

Q.  The  sugar  trust,  then,  did  depress  prices  to  the  producer  of  sugar? — A.  I 
think  so. 

Q.  But  as  to  whether  trusts  do  that  for  the  producers  of  wool,  cotton,  and  com 
you  are  not  prepared  to  say? — A.  No;  I  should  think  you  would  haye  to  take  each 
indiyidual  industry  and  examine  it  by  itself  according  to  its  condition. 

THE  STANDARD  OIL  TRUST  AND  PRODUCERS. 

Q.  (By  Mr.  Phillips.)  How  would  you  answer  the  same  question  in  regard  to 
petroleum? — A.  My  impression  is  that  the  Standard  Oil  Company  as  a  whole  has 
been  liberal  with  proaucers,  and  paid  them  as  good  prices,  perhaps,  as  they 
could  haye  obtainea  from  a  larger  number  of  refiners.  Certainly,  in  the  organi- 
zation of  that  industry,  the  result  has  been  beneficial  to  consumers  and  to  pro- 
ducers alike. 

Q.  Take,  for  instance,  the  pipe-line  system  through  which  the  oil  is  chiefiy  con- 
yeyed  from  the  wells  to  certain  stations.  The  price  of  pipe  was  50  or  60  cents  a 
foot  when  the  lines  were  built,  and  they  charged  20  cents  a  barrel  for  piping  the 
oil.  The  same  sized  pipe  is  now  bought  for  from  12  to  15  cents,  and  still  they  are 
charging  the  same  price  per  barrel  as  formerly.  As  a  matter  of  fact,  the  oil  can 
be  piped  for  5  cents  a  barrel.  Now,  do  you  consider  that  a  cheapening  to  the  pro- 
ducer or  the  consumer? — A.  I  should  say  that  it  was  a  question  of  the  yalue  of  the 
Beryice  that  they  are  rendering.  Now,  as  compared  with  the  freight  by  rail,  the 
construction  of  pipe  lines  has  effected  an  enormous  saying;  and  they  could  not 
haye  been  constructed  by  indiyiduals,  but  only  by  some  large  aggregation  of  cai>- 
ital.  I  do  not  know  whether  20  cents  is  a  fair  price  or  not;  I  haye  no  idea  about 
it;  but  I  do  know  that  the  railroads  felt  that  they  were  greatly  injured  by  the  con- 
struction of  pipe  lines,  because  it  reduced  their  receipts  so  much. 

THE  EFFECT  OF  TRUSTS  ON  WAGES. 

Q.  (By  Mr.  Batchford.)  I  wish  to  ask  if  you  haye  any  instance  in  mind  in 
which  a  certain  trade  has  paid  its  employees  a  certain  price  for  their  labor  under 
the  system  of  open  competition  and  then,  when  the  trade  was  organized  as  a  trust, 
adyanced  the  prices  of  its  product  enormously  and  at  the  same  time  reduced  the 
wages  of  its  employees? — ^A.  I  haye  no  recollection  of  an  instance  where  a  trust 
has  adyanced  the  prices  of  its  products  and  decreased  the  wages  of  labor.  There 
may  be  such  instances,  but  I  haye  none  in  mind.  I  do  know  that  the  Standard 
Ofl  Company,  the  American  Sugar  Refining  Company,  and  others  have  never 
had  trouble  with  their  labor.  They  pay  good  wages  and  get  good  service  and 
everybody  makes  money;  and  at  the  same  time  the  consumer  gets  the  product  at 
a  reasonaole  price. 

Q.  (By  Mr.  Smtth.)  Do  you  think  the  American  Sugar  Refining  Company  has 
increased  the  rate  of  wages  since  it  became  a  trust? — A.  There  is  a  statement,  the 
sworn  evidence  of  its  secretary,  Mr.  Searles,  before  the  Lexow  committee,  in 
which  he  showed  that  they  had  absolutely  increased  their  labor,  not  in  all  depart- 
ments, but  as  a  whole,  and  that  they  were  employing  more  men  than  Cdi  the 
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separate  refineries  which  were  consolidated.  I  do  not  think  that  is  true  in  all 
cases,  however,  because  where  industries  are  spread  out  and  running  uneconomic 
cally,  one  o£  the  first  things  that  these  combinations  do  is  to  reduce  expenses  in 
every  possible  direction.  They  reduce  the  number  of  their  employees,  if  they  do 
not  their  wages.  They  cut  off  their  advertising  expenses,  diminish  their  selling 
agency  expenses,  etc. ;  so  that  it  does  throw  people  out  of  employment  for  the 
time  being,  undoubtedly,  and  forces  a  constant  transition  in  employment;  but 
the  effect  of  all  these  great  organizations  is  to  widen  the  market  and  create  more 
employment,  and  in  the  end,  speaking  broadly,  I  believe  they  are  beneficial. 

GENERAL  PRINCIPLES  THE  SAME  FOR  ALL  TRUSTS. 

CJ.  (By  Mr.  Ratchford.)  Is  it  not  a  fact  that  in  your  advocacy  of  trusts  to-day 
you  have  singled  out  what  are  known  as  the  most  economical  trusts — ^the  Standard 
Oil  Company,  the  American  Sugar  Refining  Ck>mpany,  and  our  large  trunJc  Hues? 
Is  it  not  a  fact  that  these  three  have  an  economic  side  to  them  that  is  not  true  of 
other  trusts?  Oi*,  in  other  words,  that  if  there  be  any  benefit  rendered  to  society 
from  any  form  of  a  trust,  the  three  you  have  singled  out  are  rendering  the  greatest 
X>ossible  oenefits  by  the  way  of  cheap  products?  Is  not  that  the  fact?— A.  I  think 
the  same  principles  apply  to  those  as  apply  to  others. 

Q.  Apply  to  all  of  them? — ^A.  The  same  principles  api)ly  to  all. 

Q.  Do  you  believe  that  the  others  practice  those  principles  as  well  as  those  you 
have  singled  out? — ^A.  Perhaps  not. 

COMBINED  EFFECT  OF  THE  CENTRALIZATION  OF  CAPITAL  AND  THE  ORGANIZATION 

OF  LABOR. 

Q.  In  your  pax>er  you  have  argued  in  favor  of  the  centralization  of  capital  to 
the  end  that  the  prices  of  our  products  may  be  reduced  and  our  markets  thereby 
extended,  and  at  the  same  time  you  have  advocated  the  organization  of  labor,  and 
stated  very  emphaticall;^  that  organized  labor  has  been  able  to  secure  higher 
wages  than  had  been  paid  heretofore.  That  being  the  case,  does  it  not  tend  to 
counteract  the  cheapening  of  the  products  and  to  cripple  our  ability  to  gain  for- 
eign markete? — ^A.  If  it  were  carried  to  extremes  perhaps  it  would;  but  there  is 
reason  in  all  things,  and  I  contend  that  all  these  great  mooted  questions  should  be 
solved  on  a  basis  of  what  is  reasonable  and  fair.  It  sometimes  take»  a  great  deal  of 
investigation  to  find  out  what  that  is. 

EFFECTS  OF  TRUSTS  ON  THE  DISTRIBUTION  OF  WEALTH  RESUMED. 

Q.  In  your  iudgment,  does  not  the  centralization  of  capital  in  the  hands  of  a 
few  carry  with  it  the  concentration  of  poverty  and  discontent  among  the  many? 
In  other  words,  if  the  wealth  of  our  country  is  concentrated  in  the  hands  of  a  few 
persons  by  reason  of  organization  or  other  means,  does  not  that  deprive  the  masses 
of  the  people  of  their  share  of  that  wealth  and  cause  poverty  and  discontent  among 
them? — ^A.  As  a  hypothetical  question  I  should  say  that  perhaps  an  even  distribu- 
tion of  wealth  is  desirable.  As  regards  trusts,  however,  they  are  absolutely  dis- 
tributors of  wealth  rather  than  concentrators.  The  number  of  small  partners 
engaged  in  these  trusts  as  stockholders  far  exceeds  the  number  of  partners  who 
owned  the  firms,  factories,  or  companies  that  were  put  into  them.  '  As  I  have 
stated  in  my  paper,  wealth  is  very  much  more  widely  distributed  under  the  trust 
form  of  industruJ  organization  than  under  the  old  system  of  individual  firms,  etc.; 
very  much  more.  Take,  as  an  illustration,  the  American  Sugar  Refining  Com- 
pany; it  has  thousands  of  stockholders  now  where  there  were  formerly  27  x>artners. 

Q.  The  ai'guments  set  forth  and  the  questions  asked  are  simply  leading  to  this 
proposition:  Is  it  or  is  it  not  beneficial  to  curb  the  powers  of  organizations  and 
associations  that  render  impossible  the  greatest  and  fullest  distribution  of  wealth? 
That  is  the  question,  it  seems  to  me. — A.  As  a  hypothetical  (question,  I  should 
answer  yes;  but  I  am  contending  that  these  organizations  are  doing  just  the  oppo- 
site of  what  your  questions  seem  to  imply  that  they  are  doing.  We  differ  on  the 
facts,  evidently. 

State  of  New  York,  County  of  New  York : 

I  swear  that  the  statements  made  by  me  of  my  own  knowledge  in  the  foregoing 
report  of  my  testimony  before  the  Industrial  Commission  are  true,  and  that  all 
other  statements  I  believe  to  be  true. 

Francis  B.  Thurber. 

Sworn  and  subscribed  before  me  this  8th  day  of  September,  1899. 

[L.  s.]  E.  N.  Boot,  Notcury  PMic. 
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Washington,  D.  C,  June  is,  1899. 
TB8TIM0HY  0^  P.  E.  DOWE,  BEDFORD  PAEK,  VEW  TORE  CITT. 


The  commiBsion  met  at  2.25  p.  m.,  Jane  16, 1899,  Vice-Cbairman  Phillips  pre- 
sidiiig.    Mr.  P.  £.  Dowe,  after  haviiig  first  duly  affirmed,  testified. 
(By  Mr.  Jenks.)  Will  you  state  your  name?— A.  P.  E.  Dowe. 
And  your  address?— A.  Bedford  Park,  New  York  City. 
What  is  your  official  ];)osition  in  connection  with  the  Commercial  Travelers' 
Association? — ^A.  President  of  the  Commercial  Travelers'  National  League. 
Q.  Whatisyour  business?— A.  Printing-press  salesman. 
Q.  You  have  a  statement,  I  believe,  to  present  to  the  commission?— A.  Yes; 
(witness  reading) : 

THE  COMMEBCIAL  TRAVELSBS  AND  TRUSTS. 

Gentlemen  :  I  feel  especially  honored  that  you  should  have  selected  me  to 
address  you  as  a  representative  of  the  850,000  commercial  travelers  of  the  United 
States  concerning  the  effect,  direct  and  indirect,  of  trusts  ui)on  them  as  a  class, 
their  influence  upon  the  affairs  of  travelers  from  the  standpoint  of  individuals, 
and  as  the  medium  for  years  between  the  buyers  and  manufacturers,  jobbers, 
and  importers.  Among  themselves  they  are  not  hesitating,  as  a  rule,  to  discuss 
freely  the  burning  question  of  the  day, ''  trusts ''  and  their  menace  to  the  business 
methods  in  vogue  for  many  years. 

Even  those  fortunate  enough  to  retain  positions  (often  at  reduced  salary)  in 
the  service  of  syndicates  do  not  hesitate  m  safe  company  to  condemn  trusts  as 
dangerous  to  personal  privileges  and  a  barrier  to  individual  investment  in  the 
line  of  choice  and  experience.  Every  commercial  traveler  hopes  to  attain,  both 
as  the  goal  of  the  ambitious  and  progressive  business  man  and  as  an  equitable 
return  for  years  of  hard  work  under  trying  conditions,  a  business  of  his  own  or 
in  connection  with  others. 

It  would  be  difficult  for  a  stranger  to  obtain  information  from  the  travelers  in 
the  employ  of  trusts,  but  to  me  they  all  talk  freely,  and  I  can  xx)sitively  state  that 
conunercial  travelers  generally  are  opposed  to  trusts  as  dangerous  and  demoraJ- 
izing,  as  presenting  the  most  knotty  social  and  the  worst  financial  proposition 
that  has  ever  been  before  the  American  people,  and  the^  consider  that  tne  next 
national  campaign  will  be  fought  upon  this  issue,  anticijiating  that  previous 
political  affiliations  will  be  ignored,  all  other  issues  treated  as  of  secondary 
importance,  and  a  **  landslide '^  for  the  party  standing  squarely  and  consistently 
upon  an  antitrust,  antimonopoly  platform. 

DETRIMENTAL  TO  COMMERCIAL  INTERESTS. 

I  quote  the  language  of  one  of  the  brainiest  commercial  travelers  of  whom  I 
know,  a  man  whom  the  Administration  has  asked  to  honor,  one  who  won 
unusual  glory  for  bravery  in  the  civil  war,  and  who  has  shown  his  fearlessness 
in  stating  his  x)osition  in  regard  to  trusts.  Being  asked  the  question,  *'  What  is 
your  opinion  concerning  trusts  and  combinations?"  he  answered:  **That  they 
are  detrimental  to  our  interests,  and  all  commercial  travelers  agree  to  this.  The 
combination  of  interests  upon  a  square  basis  and  legitimate  capitalization  is  not 
the  only  evil ;  it  is  the  falsehood  of  inflation,  the  issuing  of  stock  far  bevond  the 
needs  for  even  conducting  a  trust ;  that  is  the  cankerworm  gc  awing  at  the  vitals 
of  commercial  integrity ;  that  is  the  ^eatest  curse,  to  say  nothing  of  the  specu- 
lative craze  created  and  the  uncertain  feeling  prevailing  in  business  circles.  If 
it  shall  continue  (the  organization  of  trusts) ,  there  will  be  many  traveling  men 
diin)enfled  with,  for  a  while  at  least,  until  such  time  as  legislation  shall  prevent 
and  the  demands  of  the  people  require  a  halt  to  be  called.  There  is  no  justifica- 
tion in  an  action  the  effect  of  which  is  to  drive  out  of  business  the  middleman 
and  the  ordinary  merchant  or  manufacturer." 

Commercial  travelers  have  built  up  or  assisted  in  building  up  many  a  concern 
which  without  their  labors  would  have  gone  to  the  wall ;  they  nave  made  money 
for  their  employers;  of  that  there  can  be  no  Question;  yet  several  of  these 
houses,  which  had  become  powerful  factors  in  tneir  particular  lines,  were  sold 
out  to  speculative  Shylocks  out  for  the  ''pound  of  flesh,"  and  capitalized  at  many 
times  their  intrinsic  value,  in  connection  with  other  properties  secured  in  the  same 
maimer ;  the  line  of  production  was  cornered  and  further  competition  paralyzed ; 
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prices  were  usually  advanced,  dlctatory  methods  adopted,  and  many  trayelers 
thrown  out  of  employment  and  obliged  to  seek  other  channels  for  livelihood,  with 
the  avenues  in  the  Imes  where  knowledge,  experience,  and  acquaintance  should 
count  the  most,  closed  against  them. 

THE  CHARACTEB  OF  THE  TRUST  MOVEKENT. 

The  promoters  of  trusts,  syndicates,  monopolies,  or  combinations,  as  a  rule, 
spring  from  Wall  street,  or  are  close  to  its  shadow;  the  existing  speculative' 
mania  creates  inflation  bubbles,  which  ultimately  will  either  break  n'om  over- 
distention,  or  disappear  at  the  touch  of  the  people. 

The  organizers  of  trusts,  animated  only  by  selfishness,  forgetting  Americanism, 
ignoring  aU  sentiments  of  patriotism,  shutting  their  eyes  to  the  constitutional 
foundation  stones,  the  bulwark  for  the  safety  of  our  institutions,  "  equal  rights 
for  all,"  daring  the  enforcement  of  laws  which  the  people  believed  would  be  ade- 
quate, but  which  now  appear  to  be  inoperative,  conspire  to  victimize  the  public 
by  floating  trust  certificates  at  unhealthy  figures,  inflation  prices,  which  mean  in 
tune  a  complete  collapse. 

Ck>mmercial  travelers,  with  their  hard-headed  business  sense,  would  bend  to 
the  inevitable  should  they  be  driven  out  of  occupation  by  fair  comi)etition.  No 
class  better  appreciates  the  signiflcance  of  the  '*  survival  of  the  fittest; "  but  to  be 
thrown  out  of  work,  to  be  forced  to  the  wall  by  a  species  of  8x>eculative  conspiracy 
and  the  centralization  of  capital,  disproving  the  oft-made  avowals  of  the  capital- 
ist that  capital  and  labor  are  not  antagonistic,  and  affecting  the  occupation  of 
thousands  previously  employed  in  unusually  intelligent  labor  faUs,  as  a  fact,  to  sit 
well  upon  their  digestive  apparatus. 

The  only  argument  in  favor  of  trusts ,  the  one  advanced  by  those  directly  interested 
or  by  their  henchmen — and  the  intention  is  generally  to  reduce  prices  and  benefit 
the  consumer — I  wiU  attempt  to  show  is  fallacious  from  the  evidence  of  those 
who  have  an  accurate  conception  of  the  true  situation,  the  commercial  travelers. 
1  quote  the  sentiments  of  one  very  able  traveler:  *'  Truste  are  conceived  in  infamy, 
bom  of  greed,  and  cradled  in  the  lap  of  dishonesty." 

RESOLUTIONS  OF  COMMERCIAL  TRAVELERS. 

Commercial  travelers  are  against  trusts,  both  on  account  of  self-interest,  natu- 
rally to  be  expected  under  conditions  which  are  an  outgrowth  of  combinations, 
and  on  account  of  the  principles  involved,  the  injustice  to  the  people,  the  men- 
ace to  democracy,  the  semblance  to  plutocracy,  and  the  rottenness  of  the  whole 
movement. 

The  following  resolutions,  placed  in  my  hands,  express  the  sentiments  of  travel- 
ing men  genersilly: 

*' Resolved^  That  we  deplore  the  or^nization  of  trusts,  the  illegitimate  combina- 
tion of  capital,  the  curteilment  of  individual  x>ossibilitie8,  as  a  menace  to  the 
prerogatives  of  the  people  and  a  disarrangement  of  the  established  methods  of 
Dusiness,  affecting  especially  the  employment  of  commercial  travelers. 

''Resolved,  That  we  condemn  as  un-American  the  combination  or  syndicating 
of  incorporated  or  individual  business  concerns  for  the  purpose  of  controlling 
products  and  in  restraint  of  trade  and  competition." 

As  a  matter  of  expediency,  the  resolutions  offered  at  the  convention  of  the  dele- 
gates of  the  Travelers'  Protective  Association,  held  in  Louisville  recently,  in 
condemnation  of  trusts,  were  laid  upon  the  table,  four  or  five  men  contending 
that,  being  employed  by  trusts,  it  would  prejudice  them  with  their  employers  to 
attend  the  convention  of  an  insurance  association  admitting  proprietors  and  buyers, 
as  well  as  travelers  (and  a  nonpolitioal  body) ,  should  it  pass  resolutions  against 
trusts.  The  gentlemen  admitted  that  personally  they  disapproved  of  truste,  and 
it  was  plainly  apparent  that  the  gathering  represented  an  antitrust  sentiment ; 
they  ft^ly  appreciated  the  fact  that  none  could  Ruess  where  lightninff  might  strike 
next.  The  employed  forgot  their  unemployed  brothers  in  craft  ana  association, 
the  question  of  expediency  was  presented,  and  the  resolutions  were  tobled. 

I  have  heard  from  several  thousand  commercial  travelers,  many  replying  to  a 
circular  letter  issued  by  the  Commercial  Travelers'  National  League,  asking  a 
number  of  questions,  and  the  universal  opinion  is  that,  as  a  rule,  truste  have 
advanced  wholesale  prices  and  in  many  instences  have  fixed  retell  prices;  that 
thousands  of  travelers  have  been  dispensed  with  and  thousands  reduced  in  salary, 
some  being  reteined  in  house  x>ositions  as  a  matter  of  policy,  in  some  cases  at 
former  pay,  but  usually  at  greatly  reduced  emolument.  As  July  1  and  Janu- 
ary 1  are  the  usual  dates  for  term  contracts  with  travelers,  July  1  will  find  several 
thousand  more  commercial  salesmen  out  of  positions. 


TRUSTS   AND   INDUSTRIAL   COMBINATIONS: — ^DOWE.  27 

The  trayeling  men  beHeve  that  in  a  few  years  most  of  the  tmsts  will  have  been 
brolcen,  but  that  it  will  be  impossible  to  completely  shake  off  the  grasp  of  some 
monopolies  npon  the  throats  of  the  jieople. 

My  correspondents  state  that  bnyers  generally  do  not  like  the  trosts,  and  wonld 
inrefer  to  bay  from  outsiders,  other  conditions  being  eqoal. 

THE  NUMBER  OF  COMMERCIAL  TRAVELERS  IN  THE  COUNTRY. 

The  census  of  1890  shows  less  than  60,000  commercial  travelers  in  the  United 
States.  The  census  is  incorrect ;  probably  many  commercial  salesmen  are  included 
under  the  head  of  clerks  and  salesmen.  I  will  not  attempt  to  analyze  for  reasons, 
but  will  try  to  show  why  the  figures  are  wrong ;  and,  speaking  of  statistics,  I  will 
ventilate  my  belief  that  census  figures  can  be  discovered  as  playing  some  queer 
tricks,  for  many  glaring  inconsistencies  will  develop  upon  research,  like  the  fol- 
lowing, clipi>ed  from  a  newspaper  annual,  and  based  upon  the  1890  census : 

''Numbcnr  of  manufacturmg  establishments  reportmg,  822,638;  officers,  firm 
members,  and  clerks,  426,099,  or  one  firm  member  or  a  president  of  a  stock  com- 
pany and  one-third  of  a  bookkeeper  to  each  concern." 

The  above  statement  as  to  the  nxmiber  of  manufacturing  concerns  is  in  reality 
a  modification  of  the  full  number  reporting  to  the  Census  Bureau,  and  is  modi- 
fied for  comparison  with  previous  reports.  Part  1,  Manufacturing  Industries, 
census  of  1890,  page  8,  shows  355,415  manufacturing  and  mechanical  industries 
reporting.  Admng  to  these  figures  the  number  of  wholesale  merchants,  import- 
ing and  commission  houses,  including  the  wholesale  dealers  in  wines  and  liquors, 
as  ffiven  by  the  1890  census,  31,086,  there  is  a  grand  total  of  886,501  manufacturing 
and  wholesale  concerns. 

It  is  easy  to  conceive  that  there  are  100,000  manufacturers,  jobbers,  importers, 
manufacturers*  agents, etc.,  employing  300,000 commercial  travelers  in  the  aggre- 
gate; and  to  this  number  we  could  add,  as  travelers  for  business,  the  buyers  of 
farm  products,  insurance  agents  and  adjusters,  special  auditors  in  various  lines, 
etc.,  and  our  estimate  of  350,000  traveling  men  is  found  to  be  a  safe  and  con- 
servative approximation.  There  were  and  yet  are  many  houses  employing  not  less 
than  50  salesmen;  some  employing  more  than  200;  a  large  number  25,  and  several 
thousand  having  between  6  and  20. 

The  Commercial  Travelers*  Mutual  Accident  Association  of  America,  with 
headquarters  in  Utica,  N.  Y.,  admits  to  membersMp  commercial  travelers  exclu- 
sively, and  has  more  than  20,000  members.  The  officers  of  that  organization  have 
calculated  that  one  out  of  every  fifteen  of  the  commercial  travelers  of  the  United 
States  are  members  of  it. 

The  last'  census  shows  only  9,532  commercial  travelers  for  Kew  York  City, 
hardly  one-third  of  the  actual  number. 

The  census  of  1880  gives  as  the  number  of  commercial  travelers  in  the  country 
28,158,  and  of  1870, 7,262.  In  1870  the  hotel  keepers  numbered  26,394,  and  in  1880, 
82,453.  The  commercial  trade  is  considered  as  the  most  desirable  by  hotel  men 
generally,  the  majority  of  hotels  catering  to  the  transient  guest;  in  1870,  however, 
there  were  apparently  4  hotel  keepers  to  each  traveling  man,  and  in  1880  the  hotel 
keepers  still  outnumbered  the  travelers,  according  to  the  census  exhibit. 

from  figures  supplied  me  by  commercial  men  I  submit  the  following:  That 
more  than  35,000  salesmen  have  been  thrown  out  of  work  through  the  organiza- 
tion of  trusts,  and  about  25,000  reduced  in  salary,  some  being  retained  at  a  big 
cut  in  compensation  in  house  positions,  others  as  traveling  agents — 60,000  sales- 
men directly  affected  by  trusts. 

EFFECT  OF  THE  ORGANIZATION  OF  TRUSTB  ON  COMMERCIAL  TRAVELERS. 

The  estimate  by  that  conservative  newspax>er,  The  Springfield  (Mass.)  Repub- 
lican, that  ultimately  two-thirds  of  the  commercial  travelers  will  be  thrown  out 
of  occupation  if  the  organization  of  trusts  continues  ad  libitum,  and  more  than 
50  per  cent  if  the  projected  combinations  are  completed,  is  entirely  reasonable. 

I  will  now  consider  the  effect  of  35,000  commercial  men  out  of  work  and  25,000 
at  two-thirds  their  previous  salaries,  assuming  that  12,500  of  the  25,000  still  act 
as  travelers.  One  hundred  and  fourteen  millions  of  dollars  represent  the  annual 
expenditures  cut  off  by  the  direct  infiuence  of  trusts,  as  follows :  Sixty  millions 
loss  in  salaries ;  $27,000,000  for  railroad  tickets,  sleeping  cars,  and  excess  baggage, 
an  amount  equal  to  the  entire  surplus  earnings  of  all  the  railroads  of  the  country 
for  1898.  The  loss  to  hotels  can  be  safely  estunated  at  $28,000,000.  Should  one- 
half  of  all  the  commercial  travelers  be  dispensed  with,  1180,000,000  would  hardly 
cover  the  salary  loss  annually ;  over  |75,(K)0,000  would  be  the  loss  to  raUroads, 
and  the  same  amount  for  hotels. 
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The  dividends  of  all  the  railroads  of  the  United  States  for  1898  were  about 
$7)500,000  more  than  the  figores  mentioned  as  the  estimr^ed  loss  to  railroads, 
should  one-half  the  traveling  men  be  dispensed  with.  The  commercial  travelers 
would  gradnally  drift,  however,  into  other  pursuits,  and  although  their  earning 
capacity  would  be  greatly  diminished,  stiU  they  would  manage  to  support  their 
families  after  a  fashion,  and  as  disbursing  media  might  represent  an  annual 
exx)enditure.  in  the  agnre^te,  of  between  ninety  and  one  hundred  millions ;  but 
the  loss  to  notels  and  rculroads  would  be  the  figures  as  given.  Every  hamlet 
throughout  the  land  would  feel  the  effect  of  the  loss  of  revenue  to  hotels ;  many 
hotels  would  become  bankrupt  and  general  distress  follow  the  discontinuance  of 
one-half  the  commercial  travelers  as  embassadors  of  trade. 

The  history  of  this  country  gives  examples  of  ]^or  boys  who  became  great  men, 
beginning  at  splitting  rails,  tanning  hides,  driving  canal  horses,  etc.,  and  we 
all  know  personally  some  illustrations  of  self-made  men;  we  have  listened  to 
the  stories  of  father  and  grandsire,  telling  the  younger  generation  of  early  strug- 

Sles,  and  many  instances  have  been  cited  where  a  few  hundred  or  a  few  thousand 
ollars  started  them  upon  a  career  to  fame  and  fortune.    Trusts  have  come,  how- 
ever, as  a  curse  for  this  generation  and  a  barrier  to  individual  enterprise. 

What  will  be  the  prospects  for  our  children?  GK)d  Almighty  alone  knows. 
He  who  notes  the  sparrow's  fall  will  remove  the  dark  shadow  which  the  greed 
of  unscrupulous  speculators  has  cast  upon  the  fairest  land  under  the  canopy  of 
Heaven.  The  people  cry  out  for  redress;  they  demand  relief  from  the  accursed 
thing  that  stalks  within  their  midst,  falsely  garbed  as  industrial  scientific  economy , 
The  people  demand  that  lawmakers  do  their  full  duty;  they  must  forget  self- 
interest  and  act  as  the  representatives  of  the  people  solely;  create  State  and 
national  laws  that  will  construe  the  organization  of  trusts  as  conspiracies  and 
treat  the  organizers  as  criminals.  Officials  should  consistently  perform  the  obli- 
gations of  office  in  enforcing  the  laws  already  created  to  meet  the  exigencies  of 
the  situation,  and  not  permit  themselves  to  swerve  from  duty  by  the  influences 
often  brought  into  action. 

Legitimate  corporations  should  receive  ample  protection,  but  the  combinations 
in  r^traint  of  trade  and  free  and  healthy  competition  should  be  considered  as 
illegitimate  and  as  antagonistic  to  our  institutions  of  freedom  and  equal  rights. 
To  the  question,  ''Have  not  the  capitalists  or  speculators,  if  you  please,  equal 
privileges  with  other  citizens  of  this  country  ?"  I  would  reply,  emphatically,  yes, 
providing  they  comply  with  the  laws  made  for  the  safety  and  protection  of  all 
the  x>eople. 

ILLUSTRATIONS  OF  THE  ADVANCE  IN  PRICE  OP  TRUST  GOODS. 

I  will  cite  a  few  examples  of  advances  in  the  price  of  trust  goods:  Iron  pipe, 
over  100  i)er  cent;  tinware  and  enameled  ware,  about  33  per  cent;  brass  goods, 
60  per  cent;  chair  trust,  just  formed,  will  advance  prices  30  i)er  cent;  United  States 
Rubber  Company  advanced  prices  of  rubber  ovei*shoes  14  i)er  cent  on  May  1; 
American  Tin  Plate  Company  advanced  prices  something  like  80  per  cent;  news 
paper,  one-quarter  to  one-half  cent  a  pound,  a  further  advance  in  prospect;  book 
pai)er,  5  to  10  per  cent;  an  advance  is  exx)ected  in  writing  paper;  in  common  soap, 
25  cents  to  50  cents  a  box;  flint-glass  bottles  will  be  advanced  10  per  cent  or  more; 
jobbers  and  manufacturers  of  clocks  have  advanced  the  wholesale  prices  on 
account  of  the  advance  of  metals,  60  per  cent;  aU  metal  goods  have  been  {^vanced; 
brass  pins,  25  per  cent;  pipes  and  brushes,  12^  per  cent;  combs,  7i  per  cent;  rib- 
bons, 10  per  cent;  school  furniture  has  gone  up,  as  well  as  paper  bags  and 
wrapping  paper. 

The  window-glass  trust,  organized  May  29,  with  $80,000,000  capitalization,  will 
advance  prices  100  per  cent. 

The  umbrella  trust  failed  four  years  ago ;  it  advanced  the  prices  while  in  exist- 
ence, and  after  its  breakup  the  return  to  legitimate  and  healthy  prices  caused  a 
loss  to  the  retailer,  through  the  stock  on  hand. 

There  have  been  advances  in  many  other  lines.  The  object  of  trust  promoters 
and  organizers  is  to  make  as  much  money  as  possible  through  stock  manipula- 
tion, and  to  show  industrials  as  attractive  investment  securities,  no  matter  at 
what  cost  and  without  consideration  of  the  distress  which  increased  prices  cause 
consumers  of  limited  income.  So  advanced  prices  are  in  order,  or  in  prospect,  in 
the  trust  lines.  As  trust  capitalization  represents  over  50  per  cent  water,  it  is 
necessary  to  advance  prices  to  show  a  profit  upon  the  fictitious  values. 

The  exceptions  cited  of  reduced  figures  to  tne  consumer,  for  sugar,  coffee,  and 
kerosene  oil  require  but  few  comments  from  nie.  The  fight  between  the  Have- 
meyers  and  the  Woolson  Spice  Company  upon  one  side  and  the  Arbuckles  upon 
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the  other,  and  the  reetdt  upon  the  price  of  refined  sugar  and  coffee,  is  too  weU 
known,  for  me  to  discuss.  The  spectacle  of  a  trust  trying  to  drive  out  a  monopoly 
by  the  retaliation  of  a  sharp  competition,  and  ultimately  selling  at  less  than  cost 
in  seekinglio  attain  its  object,  is  one  of  the  peculiar  situations  engendered  through 
the  speculative  mania  that  is  epidemic.  The  su^ar  trust  paid,  in  18d8, 21  per  cent 
and,  from  1894  to  1899, 12  per  cent  in  annual  dividends  upon  common  stock  and  7 
j>er  cent  annually  upon  preferred  stock,  in  spite  of  the  low  prices  so  much  com- 
mented ux)on  by  the  advocates  of  trusts.  Beet  sugar  pays  a  gross  profit  of  $6  a 
ton,  the  beets  costing  $4  and  the  sugar  selling  for  $10  a  ton. 

Regarding  kerosene  oil,  the  by-products  in  the  refining  of  petroleum  are  the 
most  valuable  and  render  enormous  profits  to  the  Standard  Oil  Company.  As  you 
know,  kerosene  is  an  unavoidable  constituent  in  coal-oil  distillation ;  and  with  a 
limited  market,  owing  to  the  increase  in  the  electric  lighting,  the  cheanening  of 
gas,  etc. ,  it  is  sold  at  the  best  price  possible  to  market  the  product.  Improved 
processes  of  manufacture  and  the  methods  of  handling  ana  transporting  have 
assisted  in  reducing  its  cost. 

TREATMENT  OF  COMMERCIAL  SALESMEN  BY  TRUSTS. 

I  will  note  a  few  examples  of  the  way  in  which  the  conmiercial  travelers  have 
been  treated  by  trade  combinations:  The  National  Enameling  and  Stamping 
Company,  which  depends  for  its  raw  material  upon  the  American  Tin  Plate  Com- 
I^any,  has  thrown  a  great  many  out  of  employment,  and  those  retained  have  had 
their  salaries  reduced.  The  great  tobacco  combine  threw  out  about  3,000  sales- 
men ;  the  Continental  Tobacco  Conapany  telegraphed  the  discharge  of  350  in  one 
day ;  the  Baking  Powder  Company  Trust '  had  dispensed  with  all  excepting  half  a 
dozen  n^en.  I  £iow  of  two  salesnoien  discharged  by  the  trust  who  were  formerly 
in  the  employ  of  the  Cleveland  Bi^ng  Powder  Companv,  one  leceivin^  a  salary 
of  $5,000  a  year  the  other  $4,500.  Their  routes,  witli  those  of  other  discharged 
salesmen,  are  covered  by  one  agent  at  $18  a  week.  The  bicycle  trust  will  throw 
out  ^X)  salesmen  gradually  and  will  cut  down  agencies  in  every  city.  The  chair 
trust  will  affect  immediately  more  than  500  salesmen  by  cutting  them  out  of  the 
line. 

One  man  writes:  *'The  Union  Bag  and  Paper  Company  has  thrown  out  of 
employment  hundreds  of  salesmen.''  Another,  writing  of  the  same  trust,  states : 
*'I  lost  a  good  position.  They  (Union  B^  and  Paper  Company)  would  like  to 
kill  all  outside  manufacturers,  and  are  trying  to  do  so  by  sharp  competition.*' 

The  number  of  salesmen  out  of  work  because  of  the  United  States  Rubber  Com- 

finy  is  300.  The  salesmen  retained  have  been  reduced  to  a  salary,  averaging,  so 
am  informed,  $1 ,800  a  year.  The  American  Tin  Plate  Company  cut  off  about  90 
out  of  every  100  salesmen.  The  American  Steel  and  Bod  Company,  I  have  been 
told,  discharged  300  conmiercial  travelers  in  1  day. 

If  giving  these  estimates  I  am  not  considering  the  of&ce  force  thrown  out  through 
trusts.  I  was  not  invited  to  speak  in  their  benalf ,  but  I  will  caU  your  attention 
to  the  fact  that  the  American  Tobacco  Company  discharged  its  office  help  in  St. 
Louis  at  the  time  of  removing  the  headquarters  to  New  York.  I  know  of  2  head 
clerks  in  different  establishments  who  were  discharged  bv  concerns  absorbed  by 
the  trusts  after  nearly  25  years*  service,  and  hundreds  of  like  instances  can  be  dis- 
covered ux>on  investigation.  The  sugar  and  coffee  monopolies  have  thrown  out 
1,000  salesmen ;  the  average  reduction  in  salary  of  those  retained  is  $1,000  a  year, 
25  per  cent  only  of  the  old  force  being  retained  in  house  positions.  The  Standard 
OiIConn)any  employs  fewer  salesmen  than  any  other  concern  in  the  mercantile 
world  of  one-half  its  capital  and  profits.  It  has  reduced  the  salaries  of  the  sales- 
men in  its  employ^,  with  only  a  very  few  exceptions,  to  less  than  the  income  of  the 
average  mechamc. 

The  leather  trust  has  affected  nearly  25  per  cent  of  the  salesmen ;  the  electric 
carriage  trust  has  compelled  several  men  to  seek  work  elsewhere.  The  thread 
trust  has  dispensed  witn  a  number  of  men,  and  is  getting  rid  of  the  remainins^ 
travelers  by  degrees  bv  paying  reduced  salaries  and  dropping  hints  that  it  would 
be  advisable  for  the  salesmen  to  seek  other  occupations.    The  tyx>e-f  ounders'  trust 

1  Information  regardin«r  the  Baking  Powder  Trast  was  furnished  by  one  of  the  commercial 
travelers  discharged  after  the  combination,  who  said:  ^*A11  go  but  six."  He  has  explained 
slnoemy  appearance  before  the  Industrial  Commission  that  ne  meant  all  would  go  but  six. 
On  June  iTTleamed  that  out  of  140  salesmen  employed  by  the  houses  absorbed  in  the  combine, 
96  had  been  discharged,  and  many  more  would  be  dispensed  with. 

P.  K.  D. 
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haa  affected  40  men.  And  bo  on,  up  and  down  the  list.  The  examples  mentioned 
will  serve  as  illustrations  of  the  whole. 

One  comment  more  and  I  will  close:  I  find  that  the  banks  are  refusing  to  grant 
loans  upon  trust  certificates  as  collateral,  with  only  a  very  few  exceptions,  show- 
ing a  lack  of  confidence  in  the  stability  of  speculative  prices,  and  doubts  as  to 
the  integrity  of  trust  stocks. 

I  will  now  try  to  answer  such  questions  as  are  within  my  power. 

9 

SOURCES  OP  WITNESS'S  INFORMATION. 

Q.  You  have  given  us  a  good  many  figures  along  different  lines.  Let  us  con- 
sider, to  begin  with,  the  statement  that  yon  had  heard  from  several  thousand 
traveling  men.  Can  you  make  that  a  little  more  definite?  About  how  many 
thousand  have  you  heard  from? — ^A.  For  the  last  6  months  I  have  been  holding 
conferences  at  various  hotels  in  different  parts  of  the  country.  I  have  invited 
traveling  men,  sometimes  5, 10,  20,  50,  to  my  room.  We  discussed  the  subject  of 
trusts.  Kegarding  one  conference  held  in  Elmii*a,  the  papers  stated  that  it  was 
an  organization  to  combat  the  trusts,  that  it  was  organized  for  the  purpose  of 
fighting  them.  I  asked  for  a  correction,  and  the  local  papers  then  mentioned  the 
matter  .as  a  conference;  when  we  were  placed  in  a  false  light,  we  asked  for  a 
correction.  For  the  purpose  of  securing  a  general  expression  of  opinion,  the 
national  league  sent  out  the  following  circular  letter : 

Office  of  P.  E.  Dowe, 
Bedford  Park,  New  York, 

May  17, 1899, 

Mt  Dear  Sir  :  I  have  been  summoned,  as  president  of  the  Commercial  Travel- 
ers' National  League,  to  appear  before  the  Industrial  Commission  in  Washington 
between  June  7  and  17,  to  give  evidence  regarding  the  effect  of  trusts  and  monop- 
olies upon  commercial  travelers  and  commercial  traveling.  As  I  desire  to  have 
a  general  expression  of  opinions,  and  to  be  in  a  position  to  submit  the  ideas  of 
the  maioritv,  rather  than  to  advance  my  personal  sentiments,  I  ask  that  you  write 
me  at  the  above  address  at  once,  answering  the  following  questions  by  numbers, 
and  ^ving  such  personal  opinion  as  you  think  covers  the  situation.  Your  com- 
munication will  be  regarded  as  strictiy  confidential,  and  is  intended  for  my  personal 
assistance  only.  You  have  my  assurance  that  any  inside  information  yoa  may 
give  will  not  prejudice  you  nor  your  business  connection. 

1.  What  is  your  line  ? 

2.  Is  there  a  trust  now  in  existence  in  your  line? 

3.  If  so,  what  is  its  title  ? 

4.  Has  it  exerted  any  influence  toward  advancing  or  decreasing^  wholesale  prices  ? 

5.  What  effect  has  it  upon  retail  prices  ? 

6.  Does  it  compel  fixed  retail  prices  ? 

7.  What  effect  has  it  upon  commercial  travelers  and  commercial  traveling  ? 

8.  Approximate  the  number  of  men  out  of  work  on  account  of  it. 

9.  Approximate  the  average  reduction  of  salary  of  those  retained. 

10.  If  possible,  give  approximately  the  proportion  now  retained  in  house 
positions. 

11.  How  do  trusts,  combinations,  and  monoplies  affect  you  personally? 

12.  Do  they  affect  your  sales  ? 

13.  Is  the  concern  you  are  agent  for  in  a  trust  or  syndicate  ? 

14.  What  is  your  opinion  regarding  trusts  and  combinations  ? 

15.  What  is  the  opinion  of  commercial  travelers  generally  regarding  trusts, 
combinations,  syndicates,  and  monopolies  ? 

16.  What  is  the  opinion  generally  of  the  buyers  you  come  in  contact  with,  as  to 
the  same  ? 

An  immediate  reply  will  greatly  oblige. 
Yours,  fraternally, 

P.  E.  Dowe, 
President  Commercial  Travelers'  National  League. 

Q.  In  response  to  that  general  circular  letter,  how  many  answers  did  you 
receive  ? — ^A.  I  can  not  give  you  more  than  an  approximation  of  that ;  there  are 
other  ways  in  which  I  have  secured  information.  Certain  members  of  the  league 
have  acted  as  agents  for  me,  and  on  account  of  my  acquaintance  with  the  news- 
paper men,  a  number  of  them,  I  may  safely  say  running  into  hundreds,  published 
a  card  asking  that  information  be  sent  me,  and  I  have  been  in  receipt  of  letters 
at  my  home,  at  the  post-office  box  of  the  league,  at  the  headquarters  of  the  asso- 
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ciatioii  on  Seventeenth  street.  New  York,  and  in  varions  ways.  The  aggregate  is 
dose  to  6,000. 

Q.  Six  thousand  yon  have  heard  from  ? — ^A.  Six  thousand  I  have  heard  from  in 
the  different  ways. 

Q.  Partly  by  circnlar  letter  and  juurtly  bv  meeting  them  in  x>er8on  in  these  con- 
ferences?— ^A.  And  through  agents  acting  for  me  in  reporting.  There  were  4,000 
of  these  circxdars  sent  out,  and  I  was  surprised  at  the  numl^r  of  returns,  when, 
taking  into  consideration  that  it  is  customary  for  good  business  men  not  to  put  in 
writing  anytMng  that  might  be  used  a^inst  them. 

Q.  You  infer  from  that  that  the  feehng  is  very  strong  ? — ^A.  Very  strong ;  they 
are  almost  a  unit.  Of  the  6,000  I  have  heard  rrom  in  various  ways  only  2  were 
in  favor  of  trusts.  One  of  these  men  neglected  to  sisn  his  name  to  the  communi- 
cation, and  the  other  gentleman  is  an  employer  ana  not  a  commercial  traveler. 
He  has  been  an  officer  of  a  commercial  travelers'  association,  is  a  well-known 
politician  in  New  York  State,  and  is  interested  in  the  bituminous  coal  industry 
as  a  wholesaler.    Those  are  the  only  two  I  know  of  favorable  to  trusts. 

COMMERCIAL  TRAVELERS'  ASSOCIATIONS — THEIR  CHARACTER  AND  OBJECTS. 

Q.  Will  you  be  kind  enough  to  give  us  some  details  with  reference  to  your 
organization,  the  Commercial  Travelers*  League,  as  to  what  it  is,  what  its  pur- 
pose is,  how  organized,  its  membership,  and  so  on,  so  that  we  may  see  what  its 
principles  and  purposes  are  ? — ^A.  The  Commercial  Travelers'  Lea^e  was  organ- 
ized nearly  three  years  ago  for  the  pur];>ose  of  doing  more  aggressive  work  than 
was  advisable  for  the  commercial  travelers'  insurance  associations  to  undertime 
or  for  their  social  bodies  to  enter  into.  The  object  of  the  association  was  to 
combine  the  officials  of  the  various  commercial  ^velers'  associations  and  the 
more  aggressive,  more  positive  commercial  travelers  of  the  country — ^those  ready 
at  all  times,  upon  occasion,  to  put  their  shoulders  to  the  wheel.  It  stands  on 
record  as  having  accompli^ed  everything  attempted,  as  having  been  a  winner 
in  everything^  undertaken. 

Q.  What  IS  your  membership  ? — ^A.  The  membership,  I  think,  is  a  little  less 
than  2,000.  I  have  not  seen  the  books;  I  have  been  away  two  months,  and  I  can 
not  give  you  the  exact  number.  It  is  over  1,500— somewhere  between  1,500  and 
2,000. 

Q.  From  what  you  say,  I  judge  that  it  is  ^rour  own  opinion  that  the  nature  of 
the  memberslup  is  such  that  it  is  more  effective  than  otners  of  much  larger  mem- 
bership.— ^A.  YoT  that  reason  in  nearly  every  undertaking  it  has  been  backed  up 
morally  by  other  associations  in  the  country  with  the  exception  ot  2.  I  once  had 
the  honor  to  represent  the  commercial  travelers  here  in  Wasnington  before  the  Sen- 
ate and  House  Committee  on  Commerce.  I  had  credentials  showing  I  had  author- 
ity to  represent  40,000  traveling  men.  The  other  associations  gave  me  authority 
to  speak  for  them — ^the  Utica  association,  with  20,000  members,  uie  Toledo  associa- 
tion, the  Springfield  association,  the  Albany  association,  and  a  number  of  travelers' 
associations  throughout  the  country.  The  list  is  too  long  to  ^o  through,  but  it 
gave  me  authority  to  represent  40,000  traveling  men  in  organization.  The  two 
associations  that  were  exdeptions,  were  the  association  of  which  the  gentleman 
of  whom  I  have  spoken  as  a  politician,  was  an  officer,  and  the  Travelers'  rf  otective 
Association,  which  pref  err^  to  fight  on  its  own  lines. 

Q.  You  spoke  a  moment  ago  in  reference  to  this  organization  exx)ecting  to  take 
up  other  lines  of  work,  in  insurance,  etc.  Do  I  understand  you  to  imply  in  that 
assertion  that  most  traveling  men's  associations  have  insurance  as  one  of  their 
chief  purposes? — ^A.  Yes ;  either  that  or  sociability. 

Q.  Ana  it  is  said  to  have  more  ];)Ositive  influence  on  legislation  than  associations 
of  that  kind? — ^A.  Yes. 

OVERCAPITALIZATION  OF  INDUSTRIAL  COMBINATIONS. 

Q.  I  believe  you  made  the  statement  that  the  Stock  of  the  industrial  combina- 
tions was  over  50  per  cent  water  ? — ^A.  Yes. 

Q.  May  I  ask  if  you  have  made  any  careful  study  along  that  line,  by  taking 
up  a  good  many  organizations  and  finding  what  the  values  of  their  plants  were  ? — 
A.  I  make  the  statement  on  the  evidence  of  those  I  have  come  in  contact  with, 
those  who  have  supplied  me  the  information.  I  am  merely  asserting  this  from 
the  information  I  nave  received  from  those  identified  with  the  different  lines. 
Kow,  as  an  illustration,  Leggett  &  Myers,  I  understand,  were  paid  in  cash  twice 
the  value  of  their  plant.  That  comes  from  tobacco  men,  and,  of  course,  I  make 
the  statement  for  what  it  is  worth. 
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9.  Yon  say  they  were  paid  in  cash  twice  the  valne  of  the  plant,  the  value 
being  estimated,  of  conrse,  by  the  man  from  whom  yon  got  the  statement? — 
A.  Yes. 

Q.  Can  yon  think  of  any  other  specific  instances  that  wonld  perhaps  give  even 
higher  rates  P^d  for  plants  than  that,  part  of  the  pay  being  made  in  stocks  and 
bonds?— A.  Only  in  a  general  way.  I  think  the  census  of  1800  shows  something 
like  six  billions  ox  doUars  invested  in  all  the  manufacturing  and  mechanical 
industries  of  the  country.  It  has  been  estimated  by  one  of  the  journals  on  econ- 
omics that  five  billions  of  dollars  represented  the  capitalizatipn  of  the  trusts. 

Q.  So  that  it  was  partly  on  these  ngures  and  paitly ^A.  On  the  information  I 

have  received. 

Q.  On  information  you  have  received  directly  that  you  make  the  statement 
about  capitalization? — ^A.  Yes. 

(X  The  same  thin^  applies  with  reference  to  the  prices  you  have  cited? — 
A.  Yes.    The  traveling  men  have  the  prices,  they  know  the  prices  absolutely. 

Q.  And  when  you  ^et  information  from  one  that  prices  nave  gone  up  50  per 
cent  or  100  per  cent,  he  is  speaking  on  positive  knowledge  ? — A.  Of  the  goods  he 
is  selling  or  has  sold. 

METHOD  OF  DETERMINING  THE  LOSSES  OF  TRAVELING  MEN. 

Q.  You  have  also  given  us  figures  with  reference  te  the  losses  that  have  taken 
place  in  salaries  on  account  of  the  formation  of  these  combinations,  loss  in  trans- 
portation and  baggage,  loss  to  hotels,  ete  ? — A.  Yes. 

Q.  Will  you  speak  with  some  definiteness  with  reference  to  the  way  in  which 
you  figure  out  tne  losses ;  what  is  the  basis  of  your  fig^ures? — ^A.  My  first  effort 
was  to  get  an  approximate  idea  of  the  number  of  men  who  were  affected  by  the 
trusts ;  having  arrived  at  that,  I  figured  on  the  basis  of  an  average  of  $2.50  a 
day  for  railroad  expenses,  240  days  of  the  year,  which  is  a  very  safe  approxima- 
tion.   The  result  is  $600  a  year. 

Q.  You  simply  took  a  number  of  good  concerns,  and  took  a  basis  of  $600  a  year 
loss  for  each  traveler  thrown  out? — A.  Yes. 

Q.  And  with  reference  to  the  losses  of  hotels,  and  losses  in  transx)ortation  and 
bagffage? — ^A.  On  the  same  basis.  The  loss  to  hotels  equals  if  it  does  not  exceed 
the  loss  to  railroads. 

Q.  Taking  the  same  number  of  men,  and  finding  what  the  average  is  from  this, 
the  amount  they  are  charged  for  excess  baggage,  eto. ,  from  your  own  experience 
and  that  of  others  whom  you  know? — A.  Yes ;  on  the  salary  basis  I  have  calcu- 
lated on  $1,200  a  year. 

Q.  That,  perhaps,  is  sufficient  as  regards  the  question  of  facts.  You  said  that 
when  one  orgjanizatlon  was  formed  a  large  number  of  men  were  thrown  out  of 
employnient  in  St.  Louis,  possibly  being  transferred  to  New  York? — ^A.  Yes. 

Q.  When  you  make  a  statement  of  that  kind,  and  spesik  of  the  men  being' 
thrown  out  of  employment,  do  you  take  into  account  that  perhaps  new  men  are 
brought  into  employment  in  New  York,  when  the  office  is  transferred  there? — 
A.  Tnat  is  doubtless  the  fact,  but  in  much  smaller  numbers.  I  make  that  statement 
on  the  assertion  of  a  man  who  is  an  exx)ert  in  the  tobacco  business,  a  man  who 
has  received  $8,000  a  year  from  one  of  the  companies  that  was  absorbed  by  the 
trust.  A  man  who  is  capable  of  earning  $8,000  a  year  as  a  salesman  must  be  a 
man  of  ability. 

Q.  In  your  estimate  have  you  taken  into  account  this — ^that  probably  some  would 
be  given  work  where  others  were  thrown  out  ?  In  making  tnese  statements  as  to 
the  number  of  men  thrown  out  of  employment,  have  you  deducted  from  the  tottds 
the  number  of  men  you  thought  would  be  brought  into  employment  by  the  trust, 
or  did  you  not  think  there  would  be  any?^A.  Of  course  there  are  a  number 
retained.  I  figured  on  the  basis  of  85,000  that  were  thrown  out  absolutely,  and 
25,000  reduced  in  salary.  Some  were  retained  in  inside  positions,  and  some  are 
still  traveling  at  reduced  salaries.  Reductions  have  been  effected  all  along  the 
line,  with  few  exceptions. 

Q.  Have  you  any  information  that  tends  to  show  that  certain  men,  perhaps  the 
more  skillful  and  more  capable,  have  received  increases  in  salary? — ^A.  No;  the 
tendency  has  been  to  reduce  them  and  dispense  with  the  high-priced  men. 
To-day  if  the  line  is  in  a  syndicate  any  man  can  sell  goods,  for  he  can  call  with 
the  list  of  goods  and  ask  the  dealers  to  fill  out  what  they  want.  We  will  cite,  for 
instance,  the  baking-powder  trust.  That  includes  the  Cleveland,  the  Eoys^,  the 
Price  baking  powder,  and  one  of  the  cream  of  tartar  baking  x)owder  companies. 
The  men  travel  for  $18  a  week,  replacing  men  who  received  four  or  five  thousand 
They  go  around  with  a  list  and  say,  "  How  many  do  you  want  of  ftice's,  how 
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many  of  Royal,  and  how  many  of  Cleveland  ?  "  It  does  not  require  a  salesman 
after  tmsts  are  organized;  dnmmies  will  do. 

Q.  Have  you  any  evidence  to  the  effect  that  some  of  the  traveling  men  were 
pat  into  the  office  force  at  increased  salaries? — ^A.  No;  I  do  not  Isiow  anything 
of  the  kind.  They  may  have  been  temporarily  as  a  matter  of  policy,  but  it  was 
purely  policy.  They  ma^  be  afraid  oi  some.  There  are  instances  where  they 
may  be  afraid  of  the  ability  of  some  men  in  certain  trusts.  I  have  cited  the 
American  Thread  Company  as  retaining  men  at  reduced  salaries,  but  dropping 
hints  daily  that  it  would  be  advisable  to  seek  employment  elsewhere.  They 
advise  them  and  assist  the  competent,  hoping  the  men  will  get  positions  in  other 
lines.    Some  of  the  other  trusts  have  not  oeen  as  generous. 

THE  SAVINGS  BBSULTINQ  FBOM  TRUST  ORGANIZATIONB. 

Q.  The  statement  has  been  made  here  and  is  frequently  made  by  members  of 
the  organizations  l^t  great  savings  are  made  in  the  cost  of  production  by  dis- 
pensing with  the  services  of  middlemen,  as  they  call  them,  including  traveling 
salesmen  and  the  wholesale  desJers  in  many  cases  where  they  can  sell  directly  to 
the  retailers.  Would  you  think  there  is  anything  wrong  in  that  general  state- 
ment, as  a  principle?  Is  it  not  true  as  a  matter  of  fact  that  they  do  make  a 
great  saving  in  the  cost  of  production? — ^A.  Yes;  they  make  a  saving  in  the  cost 
of  nlacing  particular  goods,  certainly. 

Q*  When  I  use  the  word  '*  production  "  I  use  it  with  reference  to  getting  goods 
into  the  hands  of  the  consumer. — ^A.  Certainly.  From  a  basis  of  economy  there 
might  be  something  in  it,  but  at  the  same  time  they  advance  prices;  and  the 
theory  that  the  benefit  would  accrue  to  the  consumers  is  faUacious. 

<^.  but  suppose  that  l^ev  make  a  statement  that  there  has  been  a  great  saving, 
which  you  yourself  concede  as  possible,  and  that  the  prices  have  not  gone  up  but 
have  remained  the  same,  would  you  say  it  was  a  benefit  or  evil  to  the  people  as  a 
whole? — ^A.  From  the  very  basis  of  trusts  I  would  consider  it  an  evil,  a  decided 
evO ,  because  it  would  not  only  i^ect  the  commercial  travelers  but  others  as  well.  I 
appreciate  the  fact  that  there  have  been  advances  made  in  the  wages  paid  the  labor- 
ers in  manufacturing  industries  in  various  lines.  I  do  not  think  tnese  advances 
were  given  from  the  generosity  of  trust  organizations  or  trust  officers,  but  I 
believe  they  were  made  as  a  m&vteT  of  policy. 

Q.  Ezpkon. — A.  For  the  fear  of  conseouences  I  do  not  care  to  be  very  explicit 
in  regard  to  the  situation,  but  I  will  say  tnat  there  is  a  general  sentiment  among 
the  people  of  the  countir  against  trusts,  against  monopolies,  against  the  un- Amer- 
icanism of  them;  and  I  nave  letters  from  men  of  intelligence  who  intimate  that  it 
is  driving  tens  of  thousands  into  socialistic  ideas.  This  is  my  personal  opinion. 
I  am  not  offering  it  as  the  sentiment  of  traveling  men ;  I  am  offering  it  as  my 
{personal  opinion,  that  the  advances  they  pay  labor  is  from  fear  of  consequences. 

Q.  Do  you  think  this  throwing  of  the  commercial  travelers  and  others  out  of 
employment  is  likely  to  be  more  than  a  temporary  matter  ?  If  this  trust  organi- 
zation goes  on  will  it  not  result,  in  the  course  of  time,  in  these  men  finding 
employment  elsewhere,  perhaps  some  of  them  at  lower  wages?  Is  it,  on  the 
whole,  likely  to  result  in  tne  x)ermanent  throwing  out  of  a  large  number  of  men  ? — 
A.  Well,  it  will  throw  out  i)ermanently  some  of  them  who  are  old,  who  have  been  in 
their  special  lines  so  long  that  they  know  only  those  lines ;  it  would  be  difficult 
for  them  to  adapt  themselves  to  others.  You  take  a  man  who  has  been  in  the 
nail  bufidness,  and  he  knows  nails,  or  a  man  in  the  rubber  business,  and  he  knows 
rubber ;  if  these  men  try  to  seek  positions  with  a  dry-goods  house  the  first  mes- 
Hon  asked  is,  *  *  Where  UAve  you  sold  ^oods  ?  Have  vou  made  sales  in  dry  goods  ?  " 
and  unless  the  man  is  acquainted  with  dry  goods  he  is  not  wanted.  To-day  the 
merchants,  jobbers,  and  manufacturers  want  the  very  best  men,  the  most  experi- 
enced men  that  they  can  get. 

•  Q.  At  the  present  time,  in  disoassing  this  general  question,  the  trust  managers 
themselves  compare  their  form  of  organization  to  the  mvention  of  a  new  machme. 
They  say  that  when  the  steam  engine  was  introduced,  for  example,  or  when  the 
railroads  were  introduced,  a  great  many  men  were  thrown  out  of  employment 
and  there  was  a  great  deal  of  suffering  consequent  upon  these  inventions,  but  in 
the  long  run  they  think  that  these  inventions  have  so  cheapened  the  cost  of  pro- 
duction that  the  general  comfort  of  the  community  has  been  very  greatly  raised. 
Now,  the  trust  men  declare  that,  in  their  opinion,  a  trust  organization  is  a  some- 
what wiTTiilftT  means  of  saving  labor  and  lessening  the  cost  of  production,  so  that 
while  tiiey  grant  the  existence  of  these  temporary  evils,  they  oelieve  that  in  the 
long  run  these  organizations  will  be  a  benefit  to  the  people  or  the  whole  country, 
ana  tiiat  their  benefit  may  be  comparable  with  the  benefit  to  civilization  of  the 
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railroads.  What  would  be  your  answer  to  that  eeneral  argument?  I  have  tried 
to  represent  them  fairly. — ^A.  Personally  I  consider  that  trusts  are  the  worst,  the 
greatest,  evil  that  has  ever  confronted  the  Ajnerican  people.  The  opportunities 
for  a  poor  man  to  advance  no  longer  exist.  Many  of  these  very  men,  who  are  the 
backbone  of  the  trusts,  started  with  next  to  nothing,  and  they  certainly  should 
allow  others  the  same  opportunity  and  the  same  advantages.  The  standard  of 
labor  in  England  is  one  wnich  prevents  the  X)oor  man,  the  laborer,  and  the  intelli- 
gent workman  also  from  getting  ahead ;  wealth  is  against  them.  In  this  countr>' 
we  have  had  an  equal  chance,  and  ability  counts ;  and  if  we  are  approaching  a 
time  when  trusts  and  centralization  and  economic  principles,  if-  you  please,  apply 
to  all  lines,  it  is  going  to  work  evil  for  the  intelhgent  laborer  of  tnis  country. 
What  chances  will  the  middleman,  what  chances  will  the  salesman,  what  chances 
will  the  intelligent  laborer,  have  ?    None  whatever. 

Q.  Then,  your  reply  to  that  general  argument  of  the  trusts  is  substantially  this : 
You  grant  there  may  be  a  money  saving,  but  it  is  at  the  expense  of  the  intellect, 
strength,  and  moral  character  of  the  great  mass  of  the  working  people? — A.  Yes. 

Q.  That  it  tends  to  degrade  the  general  level  of  labor? — ^A.  Yes. 

Q.  Although  you  would  grant  the  economic  saving? — A.  Yes. 

THE  EVILS  RESULTING  FROM   TRUST  ORGANIZATIONS. 

Q.  (By  Representative  Bell.)  I  should  like  to  ask  a  question  or  two.  As  I 
understand,  your  objection  to  trusts  is  based  upon  the  principle  that  it  narrows 
the  field  of  labor?— A.  Yes. 

Q.  And  that  they  monopolize  not  for  the  benefit  primarily  of  the  public  at 
large,  but  for  the  monopoly  itself? — A.  Exactly. 

Q.  Now,  when  you  throw  out  of  employment  the  many  thousands  of  x)ersons, 
ana  allow  those  monopolies  the  production  and  control  of  the  necessaries  of  life, 
as  I  understand  you,  your  men  say  it  has  a  tendency  to  breed  socialism  in  the 
United  States?— A.  Yes. 

Q.  Is  it  not  a  fact  that  to-day  the  general  masses  of  the  people  believe  that  if  the 
railroads  and  all  of  the  other  great  natural  monopolies  can  not  be  run  for  the 
benefit  of  the  mass  of  the  people  the  public  should  own  them  ?  Is  not  that  the 
tendency? — ^A.  I  can  speak  for  those  I  have  come  in  contact  with  outside  of 
traveling  men.  I  have  not  discussed  that  question  with  traveling  men,  but  [ 
find  in  certain  sections  of  the  country  quite  a  sentiment  in  favor  of  Gtovemmeut 
ownership  of  railroads.  It  is  talked  of,  but  how  deep  it  is  I  can  not  tell  you;  I 
have  frequently  heard  remarks  on  that  subject. 

Q.  Now,  as  I  understand,  you  say  in  your  exi)erience  as  a  salesman  that  when 
the  tin-plate  trust  was  formed  the  price  of  tin  plate  went  up  immediately? — 
A.  Yes. 

Q.  The  only  time  it  lowers  the  price  is  when  the  monopoly  is  trying  to  destroy 
all  opposition? — A.  Yes. 

Q.  Did  the  price  of  copx>er  ^o  up  immediately  after  the  formation  of  the  trust? — 
A.  Yes;  the  advance  to  d!ate  is  sixty  per  cent. 

O.  Did  not  the  price  on  all  iron,  steel,  wire,  nails,  and  everything  go  up  immedi- 
ately after  the  recent  trusts? — A.  Yes. 

Q.  Then  it  does  not  have  a  tendency  to  lower  prices?  It  would  lower  the  cost 
of  production,  which  it  evidently  does? — A.  Yes. 

Q.  But  at  the  same  time  it  does  not  lower  the  price  to  the  consumer;  the  object 
is  to  raise  the  price  to  the  consumer? — ^A.  Yes. 

Q.  That  is  your  general  understanding  of  it? — A.  That  is  it. 

GOOD  PUBLIC  POLICY  OPPOSED  TO  CONTROL  BY  MONOPOLY. 

Q.  And  your  idea  is  that  the  public  policy  forbids  control  by  any  monopoly  in 
a  free  country,  even  though  it  might  redound  to  lowering  the  prices? — ^A.  Yes. 

Q.  You  ]^ould  say  that,  to  the  public  at  large,  the  individualism  of  the  citizen 
and  the  right  to  fair  competition,  and  to  the  general  employer,  is  worth  much 
more  than  is  the  lowering  of  the  price  when  so  many  of  them  will  be  deprived  of 
the  opportunity  of  buying  goods  at  any  price  ? — ^A.  If  it  had  that  effect. 

Q.  Do  you  think  it  would  have  that  effect? — A.  By  lowering  the  price? 

Q.  WeU,  for  instance,  they  might  lower  the  price  because  ttiere  is  an  economy 
in  production ;  the  question  is,  whether  public  policy  will  permit  combining  at  all 
of  that  kind?— A.  No. 

Q.  Do  you  believe  that,  as  a  matter  of  public  policy,  low  prices  or  lower  prices 
are  beneficial  generally  ?  That  is  the  argument,  I  understand,  that  all  attempt  to 
make. — ^A.  Trusts  have  advanced  prices,  not  reduced  prices. 
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Q.  They  claim  here  before  us  that  the  syndicating  of  all  these  lines  of  products 
innres  to  the  benefit  of  the  consumer. — ^A.  They  say  so,  but  I  fail  to  find  where 
it  is. 


Q.  They  are  trying  to  drive  out  competition  ?~A.  Yes. 


^  When  the^  are  masters  of  the  situation  will  they  put  prices  back  to  make  a 
reasonable  profit? — A.  More  than  a  reasonable  profit  wnen  they  advance  the  cost 
in  some  lines  100  per  cent. 

Q.  As  I  understond  you,  practically  in  everything,  where  they  are  not  having 
severe  competition  in  the  numerous  trusts  formed  this  year,  the  price  has  in- 
variably gone  up? — ^A.  Yes;  excepting  in  those  instances  where  there  have 
been  reasons  or  methods  for  crushing  out  opposition. 


Q.  I^say  except  where  that  is  js^oing  on  to-cby  ? — A.  Yes. 


Now,  have  you  f  oxmd  this  m  your  experience,  that  where  the  lines  of  produc- 
tion all  go  into  a  trust  thev  select  the  point  where  they  will  do  their  chief  pro- 
ducing and  force  the  laoorers  to  yield  to  the  demands  of  the  employer,  by 
virtue  of  their  power  to  shut  down  the  works  in  one  place  or  another  without 
injuring  the  owners  of  the  works  or  the  trust? — ^A.  well,  that  is  certainly  a 
possibility,  I  have  no 

(Interrupting.)  It  is  perfectly  feasible,  you  think? — ^A.  Yes. 

For  them  to  shut  down  ? — ^A.  Yes. 
^  And  if  a  man  does  not  abide  by  the  dictates  of  the  employers  at  one  place 
they  can  shut  down  and  injure  the  men  and  community  without  injuring  tnem- 
selves.  Do  you  not  think  that  this  is  sufficient  within  itself  to  cause  the  legisla- 
tive powers  of  the  Government  to  prohibit  such  ];)Ower  being  put  into  the  hands 
of  any  portion  of  the  people  ? — A.  Yes.  In  line  with  that  arxument  the  Ameri- 
can Lonseed  Oil  Company  nas  85  linseed-oil  mills.  It  would  oe  easy  enough  for 
them  to  manufa-^ture  in  84,  if  they  desired  to  shut  down  1. 

Q.  If  tiiey  were  threatened  with  trouble  at  one  place  it  would  be  the  most 
natural  thing  in  the  world  to  immediately  shut  that  down  so  as  to  make  the 
employees  sumnit,  and  they  have  power  to  do  it? — ^A.  Yes.  The  American  Tin 
Plate  Company  controls  over  240;  l^e  Federal  Steel  Company  controls  enough 
establishments  to  fill  a  space  of  several  inches  in  the  newspaper  columns. 

REMEDIES  FOB  THE  EVI1J3  OF  COMBINATION. 

Q.  (By  Senator  Malloby.)  You  have  given  this  subiect,  so  far  as  it  affects  the 
interests  of  your  association,  considerable  thought,  a&ye  you  given  any  consid- 
eration to  the  Question  of  the  remedy  for  this  existing  or  anticipated  evil  ? — A. 
WeU,  that  is  tne  hardest  question  to  settle.  We  can  analyze  the  situation  and 
appreciate  the  evils,  but  the  remedy  is  for  the  most  wise  lawmakers  themselves 
to  discuss. 

Q.  Have  you  thought  of  any  ?  There  have  been  certain  suggestions  made  as  to 
different  methods  of  treatment,  legislative  or  otherwise.  Has  anjr  suggestion  of 
that  kind  commended  itself  to  you  as  feasible?— A.  Well,  the  majority  of  travel- 
ing men  who  have  communicated  with  me,  although  they  have  been  united  in 
regard  to  redress,  saying  that  trusts  must  be  done  away  with,  and  the  condi- 
tions must  be  remedied,  and  all  that;  only  a  few  have  suggested  remedies;  one 
man  wrote  me  in  regard  to  the  law  of  the  Swiss  Republic,  which  has  existed  for 
400  years,  and  gives  the  people  the  right  to  withhold  charters  from  trusts  or  trade 
combinations  in  restriction  of  trade. 

Q.  (By  Mr.  Jen^ss.)  May  I  ask  if  that  means  this— that  in  case  any  combina- 
tion asks  for  a  charter,  tne  question  has  to  be  referred  to  the  people  to  vote 
upon  ? — ^A.  You  have  made  a  special  study  of  this  question. 

Q.  I  do  not  know  what  special  law  was  referred  to ;  that  is  why  I  asked  the 
question. — ^A.  I  will  see  if  I  can  find  that  card ;  I  think  the  gentleman  made  ref- 
erence to  the  law,  which  has  been  in  operation  in  the  Swiss  Republic  tor  400 
years ;  that  is  a  Repu'blic  of  400  years'  standing.  I  think  he  refers  to  the  ref- 
erendum law. 

Q.  (By  Senator  Malloby.)  That  would  involve, of  course,  an  entire  change  in 
the  corporation  laws  of  the  United  States  and  every  State.  Another  method  has 
been  suggested,  or  a  statement  at  least  of  another  method  has  been  made  by 
somebo^,  both  in  the  newspapers  and  here,  viz,  that  of  cutting  down  the 
tariff,  of  autiiorizinff  the  President  to  do  so,  as  in  cases  of  reciprocity.  Our 
Supreme  Court  has  neld  that  it  is  constitutional  for  the  President,  under  the 
direction  of  Congress  and  under  certain  circumstances,  to  remit  certain  tariffs; 
and,  in  the  event  that  these  combinations  become  oppressive,  it  is  also  proposed 
that  the  President  be  authorized  to  remit  the  tariff  on  the  articles  covered  by  a 
combine  if  it  becomes  oppressive.    That  has  been  suggested ;  there  are  others. 
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I  did  not  know  but  that  yon  had  something  to  say  on  that. — ^A.  The  traveling 
men  are  not  students  of  legislative  affairs.  They  have  a  thorough  conception  of 
what  is  good  as  affects  business  and  are  very  good  judges  of  political  conditions 
and  political  situations,  but  this  is  a  subject  that  the  best  lawyers  have  spent 
much  Hiought  upon,  and  it  may  be  a  little  too  deep  for  business  men. 

<).  It  is  a  subject  that  this  commission  is  very  deeply  interested  in.  The  com- 
mission is  desirous  of  getting  all  the  assistance  it  can.  I  do  not  think  it  is  one 
that  is  i^urely  legal ;  it  is  one  u];)on  which  we  ought  to  have  the  best  talent  of  all 
the  business  interests  of  the  country. — A.  In  trying  to  answer  your  question  I 
wiU  submit  a  couple  of  letters ;  possibly  it  will  be  advisable  for  me  to  omit  the 
names.  In  answer  to  question  14  [readm^]  :  ''  The  trust  will  cause  in  the  near 
future  the  greatest  disruption  ever  seen  m  our  country ;  it  is  making  extreme 
rich  and  extreme  poor.  The  bone  and  sinew  of  our  great  coimtry,  the  middle 
class,  is  fast  disappearing.  Owing  to  the  close  competition,  the  mechanic  can  not 
go  into  manufacturing  on  his  own  account  with  a  small  capital,  as  he  could.  It 
IS  not  conducted  with  the  same  capital  as  of  old.  That  condition,  we  contend,  is 
deplorable.  Many  of  our  rich  men  to-day  w^ould  not  have  Succeeded  had  they  to 
contend  with  the  present  condition."  He  winds  up  [reading! ;  *'The  iK>litic^ 
party  that  will  dissolve  trusts  gets  my  best  efforts  and  vote.^  He  has  always 
oeen  an  advocate  of  a  certain  party. 

Q.  The  great  difficulty  is  how  to  do  it,  so  far  as  the  Federal  Government  is  con- 
cerned. How  can  the  Federal  Government  reach  them  ? — ^A.  Here  is  a  letter  from 
a  ver^  intelligent  man.  I  will  omit  the  information  in  regard  to  the  proposed 
trust  in  his  business  because  they  have  not  succeeded  m  obtaining  it  yet;  it  is 
sx>oken  of  as  one  of  the  prosx)ective  trusts  (reading):  ''It  is  my  opinion,  and  it 
is  shared  in  largely  by  men  with  whom  I  come  in  contact  in  all  kinds  of  business, 
that  the  day  is  near  at  hand  when  the  disastrous  result  of  the  trusts  will  be  felt 
everywhere.  Another  effect  that  the  trusts  are  having  is  in  making  thousands 
and  tens  of  thousands  of  socicdists,  and  the  time  will  come  in  the  near  future 
when  all  classes  of  business  men,  laborers,  and  mechanics,  regardless  of  former 
party  affiliations,  will  vote  with  the  party  that  is  against  them.  While  I  have  no 
sympathy  with  socialism,  believing  their  principles  to  be  all  wrong,  I  recognize 
their  I'apid  increase,  and  if  our  lawmakers  are  wise,  it  is  my  opinion  that  they 
will  stop  the  formation  of  more  trusts  and  in  some  way  do  away  with  those  already 
formed."  That  is  the  opinion  of  an  old  traveler,  a  very  intelligent  man.  But  the 
remedy — I  would  hesitate  to  suggest  anything  for  fear  it  would  not  be  the  right 
one. 

Q.  Well,  we  have  the  Interstate  Commerce  Commission  which  has  supervision 
over  railroads.  The  only  reason  that  Congress  could  establish  the  Interstate 
Commerce  Commission,  with  the  power  it  was  intended  to  give  it,  is  the  fact  that 
the  railroad  corporations  are  public  corporations  intended  for  the  public  weal  and 
the  public  benefit.  That  is  the  only  basis  on  which  Congress  could  interfere. 
That  does  not  exist  in  the  case  of  the  corporations  we  are  considering  here,  private 
corporations. — A.  It  seems  to  me  that  they  can  only  be  affected  by  conspiracy  laws 
and  by  restricting  corporate  i)owers.  It  is  a  subject  I  do  not  care  to  get  into  a 
discussion  on. 

*  Q.  (By  Senator  Mallory.  )  I  have  only  troubled  you  because  I  thought  it  might 
have  occurred  to  you  to  suggest  something. — ^A.  If  I  had  been  under  the  impres- 
sion that  I  was  to  be  asked  that  question,  I  should  have — I  came  here  to  give  racts 
and  figures  as  a  business  man — I  should  have  consulted  some  of  my  friends  among 
tiie  lawyers,  and  possibly  should  have  gleaned  some  information  from  the  aggre- 

fate  result  of  their  opinions  and  might  have  submitted  that ;  but  I  should  have 
esitated  even  in  that  case,  because  of  the  importance  of  the  question  and  the 
importance  of  the  situation.  People  ask  for  redress,  and  the  lawmakers  will  have 
to  discover  some  way  of  giving  it. 

Q.  (By  Mr.  Phillips.)  Have  you  expressed  definitely  the  reason  why  so  large 
a  number  of  the  traveling  salesmen  have  lost  their  employment  ?  What  is  the 
reason  for  these  conditions  under  trusts  that  did  not  exist  before  ? — A.  The  simple 
reason  is  that  with  competition  salesmen  are  necessary  for  every  house  in  their 
line;  with  the  syndicating — with  the  combination — salehmeii  are  no  longer  a 
necessity.  An  agent — a  bookkeeper — could  be  sent  out  by  the  trust  to  collect 
orders,  or  the*  business  could  be  done  by  mail.  If  it  is  a  commodity  that  is  a 
necessity,  and  that  commodity  is  in  the  hands  of  one  syndicate— one  trust— the 
dealers  have  got  to  buy  from  that  trust. 

Q.  (By  Representative  Bell.)  And  the  trust  gets  a  higher  price  for  the  article 
even  after  disposing  of  all  this  help? — A.  Yes. 

Q.  And  the  public  is  injured  and  not  benefited  ? — A.  Yes ;  that  is  right. 
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THE  SAVINli    BV  COMBINATION   RESUMED. 

Q,  (By  Mr.  Phillips.)  If  the  chair  nnderstoGd  yon  correctly,  yoti  said  that 
tnists  r^ly  cheapened  things ;  that  manufacturing  is  cheaper  than  without  trusts. 
Do  you  limit  that  to  a  large  number,  under  one  control,  in  various  parts  of  the 
country  that  have  gone  into  a  combine  or  trust  ?  Do  you  believe,  in  other  words, 
that  one  central  organization  can  run  40  different  manufacturing  establish- 
ments in  10  or  15  States  as  cheaply  as  the  owners  could  in  each  of  those  States, 
provided  their  works  were  large  enough  to  manufacture  a  reasonable  amount  of 
goods?— A.  Why,  certainly,  they  can  produce  for  less  money  with  the  syndi- 
cate, by  cutting  off  exi)enses;  first,  the  salaries  of  traveling  men,  and,  second, 
the  salaries  of  officials.  For  instance,  Jones,  Brown  &  Robinson  is  a  concern 
that  will  sell  out  to  the  American  Windbag  Company,  and  the  American  Wind- 
bag Company  will  ultimately  sell  out  to  the  American  Wind  Syndicate,  and  so 
on;  it  is  a  wheel  within  a  wheel.  Some  salesmen  were  disposed  of  by  Jones, 
Brown  &  Robinson,  and  then  there  were  some  salesmen  wno  represented  the 
American  Windbag  Company  who  were  dispensed  with  when  the  company  went 
into  the  American  Wind  Syndicate.  At  the  same  time  Dhere  was  a  dropping  of 
officials,  of  Jones,  Brown,  and  Robinson.  They  received  a  big  price  for  their 
plant ;  probably  two  or  three  times  what  it  wa*  worth.  It  may  be  possible  that 
Jones  was  president  of  the  American  Windbag  Company  or  a  director  when  they 
sold  out  to  the  American  Wind  Syndicate.    Certainly  it  reduces  expenses. 

Q.  There  are  certain  industries  not  subject  to  the  expenses  of  traveling  sales- 
men that  perhaps  could  not  be  run  as  cheaply  as  by  individuals  who  look  spe- 
cifically after  their  own  plants.  I  have  heard  it  stated  that  the  largest  trust 
in  the  country  is  not  producing  as  cheaply  as  those  of  much  smaller  capacity  can 
produce.  Their  whole  plants  are  run  by  employees.  Their  production  and  their 
manufacturing  is  all  run  from  one  central  office,  and  all  who  manage  these  head 
affairs  are  employees  ? — A.  I  can  understand  very  readily  how  a  trust  would  pay 
a  less  profit  than  individual  concerns,  on  the  ground  that  much  of  the  capital  is 
water.  If  I  had  a  plant,  a  business  which  was  worth  intrinsically  $100,600,  and 
an  agent  of  the  trust  would  come  to  me  and  say.  "  Mr.  Do  we,  we  will  give  you 
$300,000  for  your  plant ;  we  will  give  you  SUK).0(X)  in  common  stock  and  $100,000 
in  preferred  stock,"  and  if  I  thought  I  was  strong  enough  to  buck  against  the  trust, 
I  would  decline.  They  may  finally  think  that  I  am  a  pretty  goSi  judge  of  my 
business ;  that  I  will  be  ciuite  a  factor  in  competition,  and  will  interfere  with  the 
immediate  advance  of  prices,  and  they  will  agree  finally  to  give  me  ^00,000  in  cash. 
Now,  I  have  made,  besides  the  salary  of  those  who  are  identified  with  me  in  this 
$100,000  plant  that  they  bought  for  $200,000,  a  profit  on  $100,000  of  10  per  cent; 
they  will  expect  to  make  10  per  cent  on  $200,000  and  somebody  will  be  defrauded. 
But  I  can  readily  understand  how  it  would  be  difficult  unless  the  prices  were 
advanced  to  make  10  per  cent  on  $200,000  where  we  used  to  make  it  on  $100,000. 

CAN  TRUSTS  SURVIVE  FOR   ANY  LENGTH  OF  TIME? 

Q.  Do  you  believe  any  trust  could  exist  for  any  length  of  time  provided  other 
people  could  organize  and  pursue  the  same  line  of  industry  on  the  same  terms 
and  conditions  of  transportation? — ^A.  No,  it  would  assist  in  breaking  them  up 
very  rapidly.  The  salesmen  would  be  willing  to  go  into  the  business,  if  they  had 
the  capital  oack  of  them,  and  they  certainly  would  have  a  knowledge  of  the  busi- 
ness. Since  I  made  a  personal  argument  previously,  I  will  make  one  again.  I 
sell  printing  presses.  Suppose  the  manufacturers  of  printing  presses  should  go 
into  a  combination  and  should  say,  '*  Mr,  Dowe,  you  know  the  technical  points  of 
the  business,  but  we  can  not  pay  you  $5,000  a  year ;  we  will  give  you  $2,500  and  a 
houjse  position."  Well,  I  might  be  egotistical  enough  to  believe  that  I  could 
organize  a  company  of  my  own,  and  I  would  get  some- friends  to  put  up  money 
and  would  go  to  New  Jersey  and  capitalize  a  million  dollar  company  with  about 
$30,000  to  begin  with  and  ultimately  sell  some  stock.  Of  course,  my  friends  and 
others  interested  with  me  would  approach  other  friends.  The  representatives, 
the  agents  of  the  printing-press  syndicate,  would  receive  instructions  to  undersell 
me  under  all  circumstances.  No  matter  what  price  I  might  make  they  would  be 
told  to  go  under  it,  and  1  would  soon  be  wiped  out  of  existence. 

Q.  If  there  was  a  law  to  prevent  your  company  from  underselling  at  any  given 
point  where  you  had  a  market  for  your  goods,  and  keeping  the  price  up  at  other 

Soints;  if  there  was  a  law  to  prevent  that — to  prevent  what  might  oe  called 
estructive  competition — would  anyone  be  willing  to  take  your  stock  if  they  could 
get  in  on  terms  of  equality  ?    That  is  the  proposition. — ^A.  Yes ;  that  is  a  pretty 
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hard  proposition.  I  appreciate  the  fact  that  some  of  these  officers  ^hat  are  thrown 
ont — ^that  have  sold  ont  their  interest  in  the  concern  absorbed  by  the  trust — ^will 
remain  idle  a  certain  length  of  time,  but  some  of  them  will  be  energetic  and  pro- 
gressive, and  will  be  factors  in  competition  with  some  of  the  very  tmsts  they  sell 
out  to.  I  appreciate  that,  bnt  whetner  they  can  be  on  a  basis  of  equality  or  not, 
that  is  a  question. 

Q.  The  opinion  very  largely  prevails  among  business  men  that  the  trusts  will 
go  down  of  their  own  weight ;  that  they  can  not  be  managed  as  economically  as 
smaller  comx>anies  can  manage  their  own  affairs. — ^A.  It  is  the  belief  of  the  trav- 
eling men  that  trusts  are  largelv  water  and  are  organized  primarily  for  specula- 
tive purposes,  and  that  they  will  go  down  on  that  ground.  If  they  were  handled 
as  honestly  and  economicidly  as  ordinary  businesses  can  be  handled  by  the  owners 
they  would  last  many  ^ears. 

Q.  rByltepresentative  Bell.)  Has  not  the  Standard  Oil  Trust  lasted  now  for 
over  tnirty  years? — ^A.  The  Standard  Oil  Company  and  the  South  Improvement 
Company. 

Q.  (By  Mr.  Phillips.)  Do  you  believe  that  the  Standard  Oil  Company  is  pro- 
ducing oil  as  cheaply,  refining  oil  as  cheaply,  and  marketing  it  as  cheaply  as 
others  could  do  and  would  do  u  they  had  the  same  opportunity? — A.  If  they  had 
the  same  opportunity  others  cou^jl  produce  as  cheaply,  but  the  Standard  controls 
such  a  large  proportion  of  the  product  that  they  virtually  make  the  price  for 
crude  oil. 

ATTEMPTS  TO  IKFLUENCE  WITNESS. 

Q.  (By  Mr.  Kennedy.)  Has  anyone  sought  to  influence  you  in  regard  to  the 
testimony  you  mit^ht  give  before  this  commission — ^made  any  sort  of  threats?— 
A.  Well,  you  might  call  them  implied.  It  was  said  to  me  that  it  is  dangerous  for 
a  man  who  depends  upon  selling  goods  for  a  livinjB^  to  take  the  stand  that  I  have. 
I  met  a  gentleman  in  New  York,  a  lawyer,  who  intimated  tliat  it  would  be  danser- 
ous;  it  may  have  been  his  i>ersonal  opinion  and  it  may  have  been  from  higher 
authority. 

Q.  Has  he  any  connection  with  the  trusts  or  combinations? — ^A.  Well,  not 
directly. 


Q.  Indirectly?— A.  He  may  have,  possibly. 
Q.  Is  ■  *  ■  - 


^ he  attorney  for  any  of  them? — ^A.  No,  the  man  is  an  assistant  in  the 

office  of  a  lawyer  who  has  had  some  interest  in  trusts,  but  I  would  not  want  to 
say  that  his  opinion  is  any  other  than  Ms  own,  that  it  would  be  dangerous  for  a 
man  of  no  greater  influence  than  myself  to  assume  to  oppose  these  gigantic  affairs. 

Q.  Did  he  think  that  you  might  be  crushed  ? — ^A.  Yes^  he  said  I  could  be  crushed 
as  easily  as  a  caterpillar. 

Q.  (By  Senator  Mallory.  )  Do  you  xmderstand  that  by  authority  ?— A.  No ;  the 
young  man  stated  that  I  misht  be  crushed  out.  It  was  the  opinion  of  the  gentle- 
man that  I  mi^ht  want  to  nnd  work  in  some  other  line  than  the  printing  press, 
and  if  I  sotight  it  of  a  trust  I  would  more  than  likely  be  turned  down. 

Q.  (By  Mr.  Phillips.)  The  printing-press  firm  for  which  you  work  is  not  in  a 
combine  or  a  trust? — A.  No,  there  is  no  trust  in  the  printing-press  line.  There 
is  a  trust  among  the  typefounders,  the  American  Tyx>ef ounders'  Company,  and  the 
Continental  Paper  Company,  and  others.  There  is  a  trust  about  to  oe  organized 
on  writing  paper,  and  a  letter  I  received  to-day  from  a  gentleman  who  is 
well  known  as  a  printing-ink  salesmen  says:  *' As  yet  they  have  been  unable 
to  form  a  trust  in  my  business.  It  is  the  most  peculiar  business  ever  known,  I 
think,  and  I  do  not  think  they  will  unite,  for  tney  have  been  making  frantic 
efforts  of  late  to  do  so.  As  you  probably  are  aware,  I  sympathize  deeply  with 
those  i)oor  fellows  who  have  got  the  wrong  end  of  the  stick." 

Q.  (By  Representative  Bell.)  What  effect  did  this  trust  have  on  paper? — A. 
They  advanced  prices  from  one-quarter  to  one-half  cent  a  pound  for  newspaper, 
with  the  excuse  that  the  war  news  demanded  an  increased  quantity,  but  tney 
continue  to  charge  the  advanced  price. 

Q.  They  keep  up  the  price  ? — A.  Yes;  they  have  not  reduced  the  price,  and  now 
the  excuse  is  that  they  cannot  pay  dividends  at  the  old  price;  but  the  first  excuse 
was  that  it  was  owing  to  the  quantity  used  for  the  war  news. 

Q.  (By  Mr.  Conger.)  Are  you  acquainted  with  the  fact  that  the  price  of  news- 
pax)er  is  the  same  now  as  it  was  a  year  Ago  when  the  war  was  on  ? — ^A.  Yes,  it  is  the 
advanced  price ;  the  price  advanced  owing  to  the  war  as  they  explained  it. 

Q.  The  price  advanced  in  the  early  part  of  last  year,  1898,  and  has  not  gone 
back? — ^A.  No;  where  paper  was  sold  in  carload  lots,  the  price  was  If  of  a  cent. 
The  price  is  now  2i  to  2^  and  sometimes  a  fraction  over. 
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DISCUSSION    OF    TRUSTS    AT    THE    (CONVENTION'    OF     THK     TRAVKI.KRS     PROTECTIVE 

ASSOCIATION. 

Q.  (By  Mr.  Batchford.)  In  your  paper  you  referred  to  the  action  of  the 
Lonisville  convention  on  a  resolution  which  was  introduced,  and  justified  the 
action  of  the  convention  in  tabling  it  upon  the  ground  that  certain  members  were 
in  the  employ  of  trusts.    Is  that  correct  ? — A.  Yes. 

O.  Are  vou  aware  that  the  newspapers  of  the  country  state  that  the  commer- 
ci^J  travelers  at  their  national  convention  voted  down  a  resolution  against  the 
trusts? — A.  I  am  sorry  such  a  statement  was  published,  but  that  was  an  error. 

Q.  Was  it  contradicted? — It  was  not  contradicted;  it  was  allowed  to  pass.  It 
is  very  difficult  to  get  a  correction  after  a  story  goes  broadcast  tlurough  the 
countiy.  The  papers  will  state  it  as  an  it-em  of  news,  but  will  correct  it,  if 
insisted  upon,  m  very  small  form;  there  were  headlines  given  to  that  report 
in  all  the  newspapers  m  favor  of  the  trusts.  It  was  given  as  a  news  item  with 
the  expressed  surprise  of  moderate  new8pax)er  men  wat  such  should  have  been 
the  case.  I  was  a  delegate  to  that  convention,  but  I  was  late  arriving  there.  I 
started  from  New  Orleans  to  attend  the  convention  and  I  missed  connections  twice. 
I  got  there  the  last  day.  I  was  given  the  privilege  of  the  floor,  and  asked  the 
commercial  travelers'  delegates  to  send  to  me  all  the  information  thev  could  col- 
lect. After  having  asked  for  that  information,  the  subject  of  the  resolution  came 
up;  I  was  placed  in  a  position  where  I  had  to  keep  my  mouth  shut,  and  take  no 
sides,  but  after  the  convention  a  number  of  our  delegates  met  in  room  No.  240 
of  the  Louisville  Hotel,  and  condemned  the  action  of  the  body  in  tabling  that 
resolution  as  a  cowardly  act. 

Q.  How  many  delegates  were  there  in  that  convention? — ^A.  I  believe  it  is 
clauned  there  were  300. 

Q.  Who  were  the  delegates  employed  by  the  trusts  who  favored  the  tabling  of 
that  resolution? — A.  They  were  principally  men  from  Illinois,  and  numbered 
about  5  or  6. 

Q.  Five  or  6? — ^A.  And  some  of  them  were  employers,  by  the  way,  and  not 
commercial  travelers. 

Q.  Can  you  state  whether  or  not  there  was  any  other  influence  that  operated  in 
the  tabling  of  that  resolution  ? — A.  Nothing,  except  there  were  two  resolutions, 
one  more  radical  and  more  emphatic  than  the  other.  The  less  radical  resolution 
was  submitted  by  request  of  Mr.  Phelan,  I  believe,  chairman  of  the  railroad 
committee  of  the  Travelers'  Protective  Association,  who  is  employed  by  a  large 
Chicago  firm.  The  first  resolution,  which  was  discussed  for  an  hour  or  two,  was 
very  radical.  The  less  radical  resolution  was  the  one  submitted  by  request  of 
Mr.  Phelan,  and  he  was  not  able  to  be  present  at  the  time  of  the  discussion  on 
this  subject. 

Q.  Would  you  care  to  state  as  to  what  percentage  of  the  members  of  your  con- 
vention are  opposed  to  trusts,  in  your  judgment? — ^A.  I  have  already  made  a 
statement  that  I  have  received  2  communications  from  men  favoring  trusts,  one 
unsigned  and  the  other  one  an  employer,  and  not  a  commercial  traveler. 

Q.  You  would  not  care  to  make  a  broad  statement? — ^A.  How  can  I  tell?  I 
assume  that  the  traveling  men  of  the  country  are  a  unit.  One  can  judge  very 
clearly  the  sentiments  of  the  class  from  the  opinion  of  those  who  have  commu- 
nicated with  me  or  have  talked  with  me  or  my  assistants,  all  being  opposed  to 
trusts,  of  course. 

Q.  I  will  put  it  in  another  way.  Do  you  know  of  any  organization  of  laboring 
men  in  the  country  that  is  more  pronounced  against  trusts  than  the  commercial 
travelers? — A.  No. 

Q.  Or  any  such  organization  that  favors  them? — A.  I  do  not,  except  the  com- 
binations themselves. 

Q.  (By  Mr.  Kennedy.)  This  Louisville  convention  to  which  you  were  a  dele- 
gate was  not  a  convention  of  the  orasmiz&tion  of  which  you  are  president? — A. 
No;  a  number  of  the  members  of  the  Travelers'  Protective  Association  are  members 
of  our  association.  The  ex-president  and  the  secretary  of  the  New  York  division 
and  a  number  of  prominent  officials  who  have  been  identified  with  that  associa- 
tion are  also  identified  with  the  one  I  am  president  of. 

Q.  How  many  traveling  men's  associations  are  there  in  the  United  States  ? — ^A. 
About  32  or  33  leading  associations.  The  largest  association  is  the  Utica  Com- 
mercial Travelers'  Mutual  Accident  Association,  located  in  Utica,  with  nearly 
20,000  members.    I  think  at  the  convention  before  the  last  one  it  had  about  20,00U. 

Q.  What  is  the  membership  of  the  one  that  took  this  action  at  Louisville,  that 
you  8xx)ke  of? — A.  Thirteen  thousand;  they  are  not  all  traveling  men,  by  the 
way ;  they  have  also  employers  and  buyers  and  insurance  men.    They  will  take  aa 
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a  member  anybody  who  travels  occasionally,  and  if  a  man  travels  a  day  a  year  he 
can  be  a  member  of  that  organization.    It  is  an  accident  association. 

<^.  Was  it  the  influence  of  the  employers  largely  that  bronght  about  this 
action?— A.  The  tabling  of  the  resolution? 

Q.  Yes. — ^A.  I  think  it  was.  I  would  not  want  to  say  that  positively,  but  it  was 
a  matter  of  self-interest,  the  men  evidently  wishing  to  stand  in  with  their  houses. 
I  would  like  to  state  my  position  a  little  more  clearly.  If  I  was  employed  by  a 
trust  at  my  present  salary  or  a  greater  salary,  and  I  believed  that  by  opposing 
trusts  or  the  formation  of  trusts  I  would  lose  my  position,  I  would  resign  as  presi- 
dent of  the  Commercial  Travelers'  League.  I  would  not  be  present  oefore  you 
to-day.  It  is  a  matter  of  policy ;  a  man  cannot  interfere  with  his  bread  and  butter, 
you  Imow. 

Q.  (By  Mr.  Philups.)  Does  this  league  of  which  you  are  president  embrace 
these  other  confederations  to  which  you  have  referred  ?  Are  they  all  embraced 
in  it?— A.  Oh,  no. 

Q.  Is  it  a  sort  of  federation,  or  is  it  not? — ^A.  It  is  not  a  federation ;  it  is  an 
association. 

Q.  It  is  a  single  organization  ? — ^A.  It  is  a  single  organization,  with  the  leading 
commercial  travelers  of  the  United  States  identified  with  it. 

Q,  Have  you  stated  the  number  of  members  at  the  convention  ?— A.  Yes. 

Q.  Was  this  resolution  at  the  Louisville  convention  fully  discussed  before  it  was 
tabled? — ^A.  There  were  such  attempts  made  and  an  argument  on  x>arliamentary 

Srocedure.  There  was  quite  an  animated  discussion.  The  chairman  assumed  the 
oor,  the  vice-chairman  taking  the  chair,  and  argued  the  question  pro  and  con, 
and  said  that  the  traveling  men  of  this  country  must  be  either  for  trusts  or  against 
them,  one  or  the  other ;  but  it  was  ur^ed  by  the  gentlemen,  principally  from 
Illinois,  that  it  would  prejudice  them  with  their  employers,  would  place  the  asso- 
ciation in  a  bad  light,  and  would  interfere  with  the  securing  of  members,  and  that 
as  a  nonpolitical  body  they  had  no  business  to  take  up  the  question  and  it  was 
tabled  as  a  matter  of  expediency. 

COMMERCIAL  TRAVELERS*  ASSOCIATIONS — CHARACTER  AND  OBJECTS  RESUMED. 

Q.  (By  Mr.  Farquhar.)  How  many  organizations  of  traveling  men  are  there 
in  the  United  States? — ^A.  About  82  as  near  as  I  can  tell  you — aix>ut  82  leading 
organizations. 

Q.  Has  your  association  any  State  organization  connected  with  it  ?— A.  It  has 
its  headquarters  in  New  York.  We  have  an  office  on  Seventeenth  street,  and  we 
hold  quarterly  meetings  of  the  board  of  directors  at  the  Imperial  Hotel  in  New 
York,  the  headquarters  of  the  lea^e.  It  is  an  organization  that  has  a  nominal 
fee  for  membership,  $1  a  year,  and  it  is  merely  for  the  purpose,  as  I  said  before,  of 
doing  work  which  the  other  organizations  can  not  undertake,  which  would  hardly 
be  policy  for  other  organizations  to  enter  into.  It  is  not  a  large  one,  but  it  is 
influential.  We  have  as  members  Mr.  Aldrich,  of  Detroit,  one  of  the  best  known 
traveling  men  in  the  country,  three  ex-presidents  of  the  Travelers'  Protective 
Association;  Mr.  James  Lee,  of  St.  Louis;  Mr.  Watterstein,  of  Richmond,  Va.; 
Col.  Stephen  B.  Corliss,  of  Albany ;  Mr.  Titus,  president  of  the  Springfield  asso- 
ciation, and  many  men  of  that  stamp. 

Q.  And  these  are  all  associated  in  your  league  ? — ^A.  It  is  not  a  federation ;  it  is 
simpl]^  an  association,  to  unite  the  more  positive  and,  I  will  say,  more  capable 
traveling  men  of  the  country. 

Q.  In  other  words,  your  league  is  a  selection  of  the  more  aggressive  men  of  all 
the  associations? — ^A.  Yes;  that  is  the  idea  precisely. 

Q.  Your  general  aims  and  objects  then  are,  for  instance,  to  act  in  matters  of 
transportation  and  legislation  and  the  general  well-being  of  the  traveling  men  of 
the  country? — ^A.  Yes. 

With  the  social  features  added,  I  presume  ?— A.  No. 
None  whatever? — ^A,  None  whatever. 

Are  there  any  of  those  organizations  of  traveling  men  that  have  beneficial 
features  to  them  ? — ^A.  Accident  ? 

Q.  Accident  or A.  (Interrupting. )  Most  of  them  are  either  accident  or  life 

insurance  organizations. 

Q.  Life  insurance  ? — A.  Or  organized  for  social  reasons. 

Q.  Can  you  give  us  any  idea  how  many  members  there  are  altogether  in  the  30 
organizations  in  the  United  States? — A.  Well,  I  can  only  give  a  guess  at  about 
67,000,  which  exceeds  the  statistics — the  census  of  1890 — ^by  9,000. 

Q.  (By  Mr.  Phillips.)  Do  any  of  these  organizations  belong  to  the  American 
FeaeratiDn  of  Labor? — A.  No. 
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SOME  MOVEMENTS  WITH   WHICH  COMMERCIAL  TRAVELERS  HAVE  BEEN 

IDENTIFIED. 

Q.  (By  Mr.  Phillips.)  Is  there  no  connection  or  line  of  sympathy  between  the 
employers  and  yourself? — A.  Well,  there  has  been  on  previous  questions;  it 
remains  to  be  seen  what  sympathy  there  will  be  at  present.  If  you  will  permit 
me,  I  will  cite  a  few  matters  that  we  have  been  identified  with.  The  first  matter 
which  the  league  took  up  was  op|K>sition  to  the  antiscalping  law,  on  the  ground 
that  it  interfered  with  personal  privileges  and  constitutional  equities,  and  that 
matter  is  now  dead.  We  assisted  to  elect  Judge  Parker  to  the  court  of  appeals  in 
New  York,  and  to  that  extent  we  interfered  with  x)olitical  matters,  but  we  believed 
the  gentleman  who  was  on  the  opposition  ticket  would  hardly  declare  in  favor  of 
our  side  should  he  be  elected,  ana  we  used  our  influence  to  assist  the  election  of 
Judge  Parker,  and  I  think  that  his  majority  was  over  70,000.  I  authorized  the 
issue  of  many  thousands  of  circular  letters.  There  was  an  article — a  letter  writ- 
ten by  Mr.  "Band  of  Albany,  a  lifelong  Republican.  He  came  out  against  Judge 
Wallace  and  told  his  reasons — that  his  decisions  had  been  favorable,  as  a  rule,  to 
corporations,  and  that  we  would  not  have  any  show  of  favorable  decisions  if  he 
was  elected.    I  had  several  thousands  of  those  sent  out. 

Then  we  asked  for  a  mileage-book  law  in  New  York  State,  and  after  several 
conferences  with  the  x)owers  that  existed  at  the  time  the  Krum  500-mile  mileage- 
book  law  was  passed.  There  was  a  hearing  before  Governor  Black,  at  which  time  I 
was  the  principal  speaker  in  favor  of  the  measure.  The  railroad  people  had  pres- 
ent a  delegation  of  conductors.  In  fighting  against  the  antiscalping  law  it  was 
intimated  that  we  were  in  affiliation  with  the  brokers,  and  to  show  that  that  was 
not  the  case  we  advocated  interchangeable  mileage.  I  worked  for  it  faithfully. 
Delegations  appeared  before  the  different  passenger  associations.  Mr.  Daniels, 
g^eral  passenger  agent  of  the  New  York  Central,  who  was  against  us  on  the 
antiscalping  law  ana  the  Krum  mileage-book  law,  of  course  in  the  interest  of 
the  New  York  Central  and  the  West  Shore,  had  a  number  of  si)eakers  before 
Gk>vemor  Black  at  the  time  of  the  hearing.  He  has  become  very  friendly  to  the 
traveling  men,  although  2  years  ago  he  said  he  would  never  consent  to  inter- 
changeable mileage.  He  said  last  November  that  all  men  could  change  their 
minds,  and  if  the  trunk  line  association  would  not  consent  to  interchangeable 
mileage,  the  New  York  Central  interests  would.  They  first  issued  a  book,  good 
on  all  roads  leased  or  connecting  with  the  New  York  Central  in  New  York  State. 
They  have  increased  the  value  of  their  mileage  book,  and  it  now  covers  over  6,000 
miles  of  road,  good  in  Pennsylvania  on  the  Philadelphia  and  Reading  and  reach- 
ing western  Pennsylvania  by  Buffalo,  Rochester,  and  Pittsburg.  Now,  I  am 
glad  to  say,  Mr.  Daniels  is  one  of  the  best  friends  we  have.  We  put  up  a  good 
and  consistent  fight,  and  he  is  now  giving  us  more  concessions  tnan  any  other 
railroad  man.  The  matter  of  interchangeable  mileaj?o  in  New  England  has  been 
in  the  hands  of  a  committee  in  Boston,  composed  of  delegates  from  the  various 
chambers  of  commerce,  travelers*  associations,  etc.,  constituting  what  is  known 
as  the  interchangeable  mileage  committee  of  New  England. 

<^.  (By  Mr.  Farquhar.)  Have  you  any  trouble  now  in  any  of  the  States  of  the 
Union  in  resi)ect  to  the  commercial  travelers'  license  ? — A.  No ;  that  was  the  first 
fight  with  which  I  became  actively  identified,  from  1882  to  1884.  I  opposed  the 
taxation  of  commercial  men  in  the  Southern  States  and  Territories,  ana,  partly  at 
my  suggestion,  Charles  R.  Skinner,  the  present  superintendent  of  public  instruc- 
tion of  New  York  State,  who  was  Congre.ssman  from  Jefferson  County,  made  a 
fight  ag^nst  the  tax  in  the  District  of  Columbia.  I  think  that  was  in  1884,  and 
it  was  the  death  knell  to  the  taxation  of  the  commercial  men. 

Q.  Under  the  Brad  well  decision  ? — A.  Yes. 

SUMMARY  OP  WITNESS'S  POSITION  ON  TRUSTS. 

Q.  (By  Mr.  Jenks.)  Would  you  say  that  this  is  a  fair  summary  of  the  position 
you  take  regarding  the  effects  of  trusts :  You  believe  that  their  general  effects 
are :  (1)  To  reduce  the  cost  of  manufacturing,  (2)  to  increase  the  price  to  the  con- 
sumer, and  (8)  to  lower  the  general  standard  of  labor  by  driving  men  out  of  higher- 
priced  positions  into  lower-priced  positions?— A.  Yes. 

Q.  That  substantially  covers  the  ground  that  you  take  in  your  paper,  does  it 
not?— A.  Yes. 
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COMMERCIAL  TRAVELERS  OPPOSED  TO  THE  ANTISCALPING   LAW. 

Q.  (By  Mr.  Kennedy.)  Are  the  trayeling  men  generally,  ontside  of  yoar  organ- 
ization, opposed  to  the  antiscalping  law  as  proposed  in  Ccmgress  and  in  the  differ- 
ent States?— A.  Yes. 

Q.  Can  yon  state  briefly  what  benefits  the  brokerage  system  has  given  to  the 
traveling  men?— A.  Well,  merely  a  reduced  cost,  a  rednction  in  expenses;  that 
is  all  there  is  to  it.  If  a  man  is  obliged  to  pay  8  cents  a  mile  to  the  railroad  com- 
pany for  a  short  jonmey ,  and  if  he  can  bny  a  ticket  for  2^  cents  a  mile  from  a  broker, 
who  bnys  it  from  a  rsolroad  company  at  a  lower  price  and  possibly  with  a  com- 
mission besides,  why  shonld  he  not  ?  I  reallv  believe  that  the  brokers  would  not 
exist  if  it  were  not  for  some  of  the  railroads  supporting  them,  the  weaker  lines 
esx)ecially.  If  we  can  save  something  in  our  traveling  expenses,  naturally  in  the 
end  it  would  make  us  more  valuable  to  our  concerns  and  in  line  for  an  increased 
salary.  Now,  if  the  railroads  will  grant  us  interchangeable  mileage — ^that  is  what 
we  have  been  working  for  so  long — we  will  have  no  use  for  the  orokers.  They 
were  the  victims  of  the  situation,  and  the  antiscalping  term  as  applied  was  a  mis- 
nomer. It  should  have  been  called  antieverybod^.  It  was  agamst  the  rights  of 
the  people  to  make  a  man  a  criminal,  as  the  law  in  New  York  State  did  as  it  was 
originally  proposed — to  brand  a  man  as  a  criminal — if  he  sold  a  railroad  ticket. 
We  contend  that  when  we  buy  a  railroad  ticket  it  is  our  prox)erty,  and  we  can  sell 
it  for  what  we  see  fit.  It  is  a  question  which  has  been  discussed  pro  and  con,  and 
I  am  satisfied  that  the  lawmakers  are  of  the  same  opinion  as  traveling  men  to-day. 
They  understand  it  better.  Of  course  the  railroads,  the  large  lines,  put  up  a  very 
positive,  a  verv  agn'essive  fight  until  they  were  defeated. 

Testimony  closed. 
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ITOTB.— TlieSiig>rltBflnerlMConinai-itbpSiit.'»rTrnBt>wBBOrgaii)iiidA<i«nna,>DdT«ulrI<»- 
vOTklu  Norember.  189T.  H  dontrolled  prat-tioji!  I  v  i JloC  the  angar-roflniog  Interests  In  the  United 
6tet«a,  excepting  EreHnertea  Id  Pbiliulelpbiuj>r,.i  ;  io  Sun  FnnclM».  lla matborlxed  apltalim- 
tlODVMCU.aail.<S0.  Thediffereiitcom[BDi<'^''.<  w  Into  the  tnun  enrrendered  their  Block  to  > 
paoA  qt  "U  trntcea,  and  reeelyed  h«cli  Ini-i        ifilwten,    Proflt*  were  to  ba  dfrided  on  the 

ombtoatloT)  thn  people  nf  the  State  n(  New 
{eflning  Compaar.  one  of  the  membera  of  thu 
e  gnmnd  that  in  BnireDderins  itaactlTe  nwD- 
ackne  ULTRA  VIRBS.  The  cue  wu  decided 
a  dedBlon  ma  npheld  br  the  court  of  mx 
"„,  TorVthe  Jt ' —  " 


&  Co.  BeBnerj'.  the  Detawam  Sagsr  Reflnery, 
— .  ,,,,■■-.  -  ■  ■      J     _j^e  companlea^  vhlch  toother  prodncvl  about 

. „_prodiic(  of  the  Uiiit«d  Btatea.    After  nearly  E  years' act!  ve  com  pet  IticRi 

im  American  Bnsar  iMllnlDS  Company  pnrchaaed  tbeae  companies,  ud  a  larini  jiroportlon  of 
tbe  ttpltal  atock  of  a  fifth,  tKa  Ball^oTe  Bngar  Beflnery  Company,  Of  |iS.00aHXrof  new  atock 
whteh  iMd  been  anthorind  lABMIKD  {one-half  ctxnmou  and  one-half  preferred)  was  lamed  for 

Kchaae  of  tbeae  oompaidea.    In  the  latter  part  <rf  t8M  the  American  Sngar  ReflnlnK  Company 
At  nearlr  >U  <4  the  minority  stock  of  the  Baltimore  Sngnr  Beflnery  Company  In  order  to 
avou  dilllcnliy  wlUi  the  minority  interest. 
At  the  tfane  that  It  was  iropcaed  to  buy  the  Philadelphia  refineries  the  United  States  flled  a 

billlneqnitrto  iweTent  Uie  sale  of  theoe  reflneriee  to  the  enear  combination.    '^-~- 

however.deddedBgaltisttheaoTenuneDtontheKroand  that  tbla  pnrrhase  whs  n 
"   ■  e.  and  that  the  case  therefore  w»a  not  properly  nnder  the  B. 


In  UB>  Arbockle  BrotbeTtLprodocers  o(  coSee.bevan 

Amerlcao  Sogar  Beflnlns  Cmnpanr  soon  afterwards  b , , ,  .. 

Wotdaon  Spice  Company,  Toledo.  Ohio,  In  order  that  thef  might  enter  into  the  coffee  bi 

C(anpetlti<ni  between  the  American  Banr  Beflnlng  Company  and  Arhnckle  Brothers  contlnnea 
at  preaeDt  in  both  sugar  and  coffee.  Tbe  other  chief  competitors  of  tbe  American  Snoar 
''"■"'"g  Company  are  Clans  Doscher,  the  HoUenhaaer  Bngar  Befthlng  Company,  and  the 
Natlooai  Sugar  Befining  Company. 

nia  dlTidends  on  common  stock  of  the  company  since  180t,  the  date  of  the  formation  of  the 
Bogar  Beflnlng  Company,  have  been  as  follows :  One  dividend  of  4  per  ceot  was  declared  In  that 
jmr;  UaE,,iat  per  oent:  ISBS,  El)  per  oent.  and  since  IWl  Ut  per  cent  has  been  declared  each  year 
maDartarly  amdenda.    On  preferred  stock  T  per  cent  has  been  declared  yearly  to  date. 

Ae  stock  of  the  sngar  oomblnation  has  been  sold  on  the  Now  York  Stock  Eicbange  glncoFeb- 
r.  18S,    Bales  of  preferred  stock  ot  tbe  preeent  company  began  In  January,  IBn.    The  stock 


roarr,  18S,  Bales  of  preferred  stock  ot  tbe  preeent  company  began  In  January,  IBOl.  The  stock 
has  fluctuated  greatly  from  time  to  time,  common  stock  harlng  sold  as  low  as  b7i  in  Janaary, 
IflRL  and  abovellO  Id  IMS.    Tbe  pricee  havu  fluctuated  so  much  that  the  stock  has  become  one 


of  the  liwdlng  qmcnlative  stocks  ot 


Washinwton.  D.  C,  Jane  10, 1899, 
TESmCOVT  OF  HE.  STEPHEH  V.  BUTmTSKY. 

The  commiasion  met  at  11  o'clock  a.  m.  Saturday,  June  10,  1889,  Vice-Chait- 
man  PhiUips  presidiDg.  Mr.  Stephen  N.  Buynitsky,  of  Waahin^n,  D.  C. 
assistant  amfitot  the  caetoms  divuion  of  the  Treasury  Department,  testified  as 
follows : 

Q.  (By  Mr.  Jrnkb.)  Will  yon  be  kind  enough  to  give  your  full  name  and 
addreesf—A.  Stephen  N.  Bnynitsky.  I  am  at  present  asaiatant  chief  of  the 
cnstomB  division  of  the  ofBce  of  the  Secretary  of  the  Treaaury. 

Q.  How  long  have  yon  been  in  the  position  which  yon  now  hold? — A.  I  was 
promoted  to  that  position  in  April  last. 

Q.  For  how  long  have  you  been  in  the  customs  division  of  the  Treasury  Depart- 
ment?— A.  For  twenty-three  years. 


44  HEARINGS   BEFORE   THE   INDUSTRIAL   COMMISSION. 

Q.  What  has  been  yonr  Rpecial  work  in  connection  with  duties  on  sugar? — ^A. 
It  has  been  my  special  duty  to  ascertain  the  rate  of  drawback  to  be  paid  on  exports 
of  sugar  and  sirups  from  imported  raw  sugars  which  pay  duty,  the  ratio  of  duty 
to  be  x)aid  on  raw  sugar  used  in  the  production  of  sugar  and  sirup  exported,  less 
1  per  cent  of  deduction,  as  provided  oy  law, 

THE  TARIFF  ON  SUQAR. 

Q.  Because  of  your  expert  knowledge  of  the  sugar  tariff  the  commission  desired 
you  to  explain  what  the  action  of  the  tariff  is.  Will  you  explain  the  tariff  on  sugar, 
telling  us  in  the  first  place  about  the  duty  on  different  grades  of  raw  and  on 
refin^  sugars  and  then  about  the  drawbacks? — A.  Paragraph  209  of  the  tariff 
act  of  July  24,  1897,  reads  as  follows  (reading):  ''Sugars  not  above  number 
sixteen  Dutch  standard  in  color,  tank  Doctoms,  sirups  of  cane  juice,  melada, 
concentrated  melada,  concrete  and  concentrated  molasses,  testing  by  the  polari- 
scope  not  above  seventy-five  degrees,  ninety-five  one-hundredths  of  one  cent  per 
pound,  and  for  every  additional  degree  shown  by  the  polariscopic  test,  thirty-five 
one-thousandths  of  one  cent  per  pound  additional,  and  fractions  of  a  degree  in 
proportion ;  and  on  sugar  above  number  sixteen  Dutch  standard  in  color,  and  on 
all  sugar  which  has  gone  through  a  process  of  refining,  one  cent  and  ninety-five 
one-hundredths  of  one  cent  per  pound ;  molasses  testing  above  forty  degrees  and 
not  above  fifty-six  degrees,  three  cents  per  gallon ;  testing  fifty-six  degrees  and 
above,  six  cents  per  gallon ;  sugar  drainings  and  sugar  sweepings  shall  he  subject 
to  duty  as  molasses  or  sug^,  as  the  case  may  be,  according  to  polariscopic  test : 
Provided,  that  nothing  herein  contained  shall  be  so  construed  as  to  abrogate  or 
in  any  manner  impair  or  affect  the  provisions  of  the  treaty  of  commercial  reciproc- 
ity concluded  between  the  United  States  and  the  King  of  the  Hawaiian  Islands 
on  the  thirtieth  dav  of  January,  eighteen  hundred  and  seventy-five,  or  tiie  provi- 
sions of  any  act  of  Congress  heretofore  passed  for  the  execution  of  the  same.'* 
That  is  the  whole  of  paragraph  209,  schedule  E. 

Q.  What  would  be  the  amount  of  the  duty  on  the  ordinary  raw  sugar  used  by 
refiners  in  their  business?  What  de^ee  of  test  do  you  ordinarily  take  as  a  basis 
of  calculation  ? — A,  The  sugar  that  is  most  commonly  used  for  refininj^  purposes 
I  understand  to  be  94,  95,  96,  and  97.  Evidently  96  is  the  best  refimng  sugar. 
Now,  the  duty  on  that  will  be  0.95  for  the  first  75  degrees ;  and  0.035  multiplied  by 
21,  from  75  to  96,  in  addition  to  the  0.95,  will  make  1.685. 

Q.  So  that  the  tariff  upon  raw  sugar  of  96  degrees  test  is  1.685  cents? — A.  Yes ; 
1.685. 

AMOUNT  OF  REFINED  SUGAR  OBTAINED  FROM  A  HUNDRED  POUNDS  OF  RAW  SUGAR. 

Q.  How  much  suerar  of  that  grade  does  it  regularly  take  to  produce  100  pounds 
of  refined  sugar? — A.  According  to  the  data  collected  by  the  special  commission 
of  the  Treasury  Department  in  1898  the  average  quantity  of  refined  sugar  pro- 
duced from  100  pounds  of  sugar  testing  96  was  92^  pounds. 

Q.  Is  that  the  regular  figure  that  is  officially  employed  by  the  Treasury  Depart- 
ment?— ^A.  Yes;  in  the  computation  of  the  particular  rates  of  drawback  on  the 
refined  sugar  imported. 

Q.  Have  you  ngured  out,  or  can  you  tell,  us  what  the  regular  tariff  would  be  on 
enough  raw  sugar  to  produce  100  pounds  of  refined  granulated  sugar? — A.  I  have 
not  made  any  such  calculation,  out  it  is  easily  made  from  these  figures  here. 
(Witness  produces  paper.)  Here  is  circular  No.  183,  of  October  12, 1898,  fixing 
the  rates  of  drawback  on  sugar  and  sirup.  The  product  of  raw  sugar  of  96 
degrees  is  rated  here  at  $1.79  cents  per  100  pounds  of  refined;  that  is,  sugar  refined 
from  raw  cane  sugar.  We  have  2  columns,  1  for  sugar  refined  from  raw  cane 
sugar  and  another  for  that  refined  from  raw  beet  sugar.  The  rate  on  that  refined 
from  raw  cane  sugar,  96  degrees,  is  given  at  $1.79  per  100  pounds  exported. 

[1898.    Deportment  Circular  No.  188.    Division  of  Customs.]  . 

drawback  on  suqar  and  sirup. 

Treasury  Department,  Office  of  the  Secretary, 

Washingtony  D.  C,  October  IS,  1898. 

To  officers  of  the  customs  and  others  coTicemed : 

On  the  exportation  of  sugar  and  sirup  refined  wholly  from  raw  sugar  imported 
under  the  act  of  July  24, 1897,  a  drawback  will  be  allowed  equal  in  amount  to  the 
duty  paid  on  the  sugar  used  in  the  manufacture,  less  1  per  cent  of  such  duty. 
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SUGAR. 

1.  When  the  exported  sng^  is  *'hard  refined,"  commercially  known  as  loaf, 
cut  loaf,  cnbe,  granulated,  cmshed,  or  powdered,  tesims  by  the  polariscope  99.5 
degrees  or  above,  and  is  refined  wholly  rrom  one  grade  of  raw  cane  or  beet  sagar, 
nsed  separately,  the  rate  of  drawback  thereon  for  each  100  pounds  exported,  and 
the  corresponaing  charge  on  the  record  of  imxx>rtation,  for  the  kind  of  raw  sugar 
identified,  shall  be  as  shown  in  the  following  schedule  for  each  degree  of  xx>lariza- 
tion,  and  for  fractions  of  a  degree  in  proportion: 

Schedule  of  rates  for  hard  refined  sugars, 
REFINED  FROM  RAW  CANE  SUGAR. 


Polarization  of  raw  sugar 
used. 


Degrees. 

99 

98 

97 

96 

96 

9ft 

93 

92 

91 

90 

88 

88 

91 


Rate  of 
draw- 
back on 
each  100 
IK>und8 

ex- 
ported. 


Charsre 
recoraof 
importa- 
tion for 
each  100 
pounds 
exported. 


Rate  of 
draw- 

Polarizationofrawsu^r    ^J<S 

^^^'  pounds 

ex- 
ix>rted. 


Cbarse 
recoraof 
importa- 
tion for 
each  100 
pounds 
exported. 


Dollan. 

Pmtnds. 

1.83 

102.28 

1.82 

103.70 

1.80 

104.65 

1.T9 

106.23 

i.n 

107.27 

1.76 

106.98 

1.74 

110.12 

1.72 

111.33 

1.70 

112.58 

1.68 

113.  go 

1.66 

115.28 

1.64 

116.72 

1.62 

118.26 

86. 
85. 
84. 
83. 
82. 
81. 
80. 
79. 
78. 
77. 
76. 
75. 


Degrees. 


I 


Dollars. 
1.60 
1.68 
1.66 
1.53 
1.61 
1.48 
1.45 
1.42 


89 
36 


1.83 
1.29 


Pounds. 
119.86 
121.54 
123.32 
124.39 
126.36 
127.69 
128.89 
130.28 
131.75 
133.38 
136.08 
136.79 


REFINED  FROM  RAW  BEET  SUGAR. 


98 

1.82 
1.80 
1.79 
1.78 
1.76 
1.75 
1.74 

108.71 
104.66 
106.24 
107.88 
108.98 
110.76 
112.68 

91 

97 

90 

89 

96 

96 

88 

87 

94 

93 

86 

1 

1 

98 

1.72 

113.91 

1.70 

116.26 

1.09 

117.87 

1.67 

118.87 

1.66 

120.44 

1.63 

122.10 

2.  When  sugar  of  one  kind,  but  of  different  ^ades,  is  nsed  in  a  ''melt,"  the 
anantity  of  each  srade  so  used  must  be  shown  in  the  drawback  entrv,  and  the 
drawback  on  hard  refined  shall  be  computed  on  the  basis  of  the  several  percent- 
ages identified  and  the  rate  prescribed  for  each  grade. 

3.  When  cane  and  beet  sugars  are  mixed  in  refining,  the  drawback  entry  must 
show  the  quantity  of  each  kind  and  grade  of  sugar  used  in  the  manufacture,  and 
in  liquidation  of  entries  the  drawback  on  hard  refined,  for  the  several  x)ercentages 
of  each  kind  and  grade  of  raw  sugar  used,  shall  be  determined  in  the  same  manner 
as  if  the  sugars  identified  had  been  used  separately. 

4.  When  duty  has  been  levied  and  paid  on  imported  su^ar  under  the  provisions 
of  section  5  of  the  tariff  act,  such  duty,  computed  on  the  basis  of  the  amount 
*'  charged"  in  the  foregoing  schedule  for  each  land  and  grade  of  raw  susrar  iden- 
tified, shall  be  used  in  determining  the  rate  of  drawback  due  on  hard  refined 
sugar,  in  addition  to  the  duties  otherwise  imposed  by  the  said  act. 

5.  When  "  soft  refined  "  susar  is  eimorted,  the  drawback  thereon  shall  be  appor- 
tioned to  that  on  hard  refinea  made  troia  the  same  kind  and  grade  of  raw  sugar, 
on  the  basis  of  its  polarization  and  an  assumed  polarization  of  100  de^ees  for 
hard  refined.  For  determination  of  drawback,  all  refined  sugars  polarizing  less 
than  99.5  degrees  shall  be  regarded  as  soft  refined. 

6.  The  preliminary  entry  must  show  the  marks  and  numbers  of  the  shipping 
packages,  with  their  average  ^oss  and  net  weights,  and  the  kinds  of  renned 
sugar  contained  therein,  describing  the  same,  separately,  by  their  commercial 
designations. 

7.  The  drawback  entry  must  show  the  quantity  and  polariscopic  teat  of  each 
kind  of  sugar  exported,  and  samples  shall  be  taken  as  ordered  by  the  collector  to 


^ 
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be  submitted  to  the  appraiser  for  verification  of  the  declared  test,  but  in  no  case 
shall  the  test  used  as  the  basis  of  allowance  of  drawback  exceed  such  declared 

w6ST« 

8.  In  the  sampling  and  testing  of  exported  refined  sugars,  the  same  general  rule 
shall  apply  as  in  the  case  of  imported  refined  sugars.  The  regulation  round  tin 
sample  box  shall  be  used  for  preserving  the  samples,  which,  m  the  case  of  soft 
refined  sugar,  must  be  firmly  packed  fim,  and  the  cover  placed  thereon  at  once. 

The  su^rs  shall  be  sampled  with  a  trier  speciallv  provided  for  the  purpose,  and 
the  sample  shall  be  drawn  from  the  middle  of  the  imclage.  Such  percentage 
shall  be  taken  as  in  the  judgment  of  the  sampling  officer  may  be  necessary  to 
afford  a  fair  representation  of  each  kind  of  sugar  in  the  shipment,  and  all  samples 
must  be  sent  promptly  to  the  appraiser  for  report  of  test. 

sntup. 

9.  The  drawback  on  simp  shall  be  as  follows :  On  sirup  valued  at  8  cents  per 
gallon  or  less,  li  cents  per  gallon ;  on  sirup  valued  above  8  cents  and  not  above 
14  cents  per  gallon,  the  drawback  shall  equal  one-half  the  value  of  the  sirup ;  on 
sirup  valued  above  14  cents  per  gallon,  7  cents  ]^r  gallon. 

10.  The  values  herein  named  are  the  values  **  in  tank  "  at  the  refinery,  in  condi- 
tion as  thrown  finally  from  the  centrifugal  in  the  regular  process  of  sugar  manu- 
fojcture.  When,  after  such  process,  uie  sirup  has  been  passed  through  filters,  or 
subjected  to  treatment,  other  than  mixing  in  the  vacuum  pan,  whereby  its  char- 
acter and  value  have  been  enhanced,  the  fact  must  be  shown  in  the  drawback 
entry,  and  a  deduction  must  be  made  therefor  of  4  cents  per  gallon,  in  addition 
to  the  usual  deduction  from  the  price  **  free  on  board,"  to  nnd  its  value  as  a  basis 
for  determining  the  rate  of  drawback.  When  the  sirup  is  exported  in  condition 
as  thrown  from  the  centrifugal,  in  the  sense  herein  explahied,  such  fact  must  be 
declared  in  the  drawback  entry. 

11.  When  the  exported  sirup  has  been  produced  by  boiling:  wholly  imported 
molasses  for  the  purpose  of  extracting  sugar  therefrom,  the  drawback  on  such 
sirup  per  gallon  snail  equal  four-fifths  of  the  duty  paid  per  gallon  on  the  imported 
molasses  used,  and  the  remaining  duty  shall  be  applied  as  £«wback  on  the  sugar 
product,  when  exxx>rted,  on  the  basis  of  the  quantity  of  sugar  extracted :  Provided, 
That  in  no  case  shall  allowance  be  made  on  a  quantity  of  sirup  in  excess  of  50  gal- 
lons for  each  100  gallons  of  im^rted  molasses  identified,  and  that  when  the  sugar 

Eroduct,  or  any  part  thereof,  is  exported,  the  total  quantity  of  sugar  produced 
rom  the  imported  molasses  identified  must  be  declared  in  the  drawback  entry. 

12.  To  find  the  quantity  to  be  charged  on  the  record  of  importation  when  the 
exported  sirup  has  been  refined  from  raw  sugar,  divide  the  drawback  allowed  on 
the  sirup  by  tne  duty  paid  x>er  pound  on  the  raw  su^[ar  identified. 

13.  Values  declared  in  drawoack  entries,  as  herein  provided,  must  be  verified 
by  the  collector  and  quantities  by  United  States  weighers  and  gangers  prior  to 
liquidation  of  entries. 

W.  B.  Howell, 

Assistant  Secretary 

Q.  Will  yon  explain  again  just  what  that  is  you  are  giving  ?—A.  That  is  the 
rate  of  drawback  allowed  on  100  pounds  of  expori^d  refined  sugar  obtained  from 
raw  cane  su^ar  testing  96  degrees. 

9*  Is  the  drawback  supposed  to  be  the  full  amount  of  the  duty  that  is  paid  for 
bringing  such  sugar  into  the  country? — ^A.  It  is  the  full  amount  of  the  duty  paid 
on  sugar  brought  into  the  country  and  used  in  the  production  of  refined  sugar, 
less  the  proportion  of  duty  reserved  for  the  sirup. 

Q.  Ves.  JLet  us  take  up  that  afterwards.  What  is  the  duty  upon  enough  sugar 
of  96  degrees  centrifugal  to  manufacture  100  pounds  of  granulated  sugar?  If  I 
understand  the  figures  you  have  given,  would  not  that  be  arrived  at  by  adding  to 
(1.685,  which  you  said  was  the  duty  on  100  pounds,  the  duty  on  7i  pounds T-yA. 
Yes ;  that  is,  take  10,000  and  divide  it  by  0.925  and  you  get  figures  represisnting 
the  number  of  pounds  of  raw  sugar  used  in  refining. 

Q.  Then  the  duty  is  calculated  on  that?  Now,  can  you  give  us  those  fig^ures? 
I  should  like  to  find  out,  if  possible,  just  what  amount  of  raw  sugar,  in  the  opinion 
of  the  Treasury  Department,  is  used  to  produce  100  potmds  of  refined.— A.  108.1 
pounds. 

Q.  Then  the  duty  upon  that  amount?— A.  To  find  the  duty  on  that  number  of 
pounds,  96  degrees,  I  multiply  108.1  by  1.685. 

S.  Yes?— A.  182.148. 
.  What  was  it  ?^A.  182.148. 
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Q.  Then,  what  is  the  duty  at  preeent  upon  100  pounds  of  refined  granulated 
sugar  ? — ^A.  The  duty  upon  refined  sugar  imported  ? 
Q.  Yes.— A.  Iti8$l.»25. 

THE  DIFFERENTIAL  DUTY  ON  REFINED  SUGAR  AND  RATES  OF  DRAWBACK  ON 

EXPORTED. 

S.  What  is  the  difference  between  the  duty  on  100  pounds  of  granulated  sugar 
upon  the  amount  of  raw  sugar  that  it  takes  to  manufacture  that  much  refined  ? 
Do  you  get  that  by  subtracting? — ^A.  That  difference  was  calculated  at  the  time 
by  the  Senate  committee  at  $1,825  Der  100  pounds. 

Q.  According  to  the  figures  you  have  just  given,  how  much  would  it  be? — ^A. 
1.82148.  Very  nearly  1.825,  which  would  be  the  duty  on  refined  sugar  of  100 
degrees. 

Q.  Yes. — A.  Carry  that,  say,  from  75  to  100  at  the  rate  prescribed  of  0.085  to  a 
degree,  and  it  would  make  the  duty  on  refined  sugar  testing  100,  if  such  were 
imported,  just  1.825. 

Q.  That  is  the  difference  that  you  make  also  between  the  present  duty  on 
refined  sugar  and  upon  a  sufficient  amount  of  raw  sug^  to  produce  that? — ^A. 
Very  nearly.    You  see  I  make  it  1.82148  instead  of  1.825. 

Q.  Yes. — ^A.  It  is  very  near. 

Q.  How  much  then,  according  to  your  figuring,  is  the  differential  duty  on 
reimed  sugar  per  100  pounds  or  per  pound  at  tne  present  time? — ^A.  125. 


Q.  There  is  a  differential  duty  in  favor  of  the  refined  sugar. — A.  Of  125. 

Q.  Of  125;  yes. — A.  It  is  supposed  to  be  equal  to  the  duty  which  would  have 
been  x>aid  on  tne  whole  quantity  of  raw  sugar  necessary  to  produce  100  pounds  of 
refined  sugar. 

Q.  Will  you  repeat  affain  what  you  have  just  said? — ^A.  This  differential  duty 
is  exactly  equal  to  the  duty  which  would  have  been  paid  on  the  quantity  of  raw 
sugar  necessary  to  produce  100  pounds  of  refined. 

Q.  Yes.  Did  you  not  say  that  it  took  108.1  pounds  of  96-degree  test  to  make 
100  pounds  of  the  refined  sugar? — A.  Yes. 

Q.  And  what  is  the  amount  of  the  duty  upon  the  108.1  pounds  of  96  test? — ^A. 
1^2.148. 

Q.  And  what  is  the  duty  upon  refined  at  present? — ^A.  1025. 

Q.  1025.  It  is  Bubstantialiy  equivalent  to  the  other  difference  jou  make  out. 
So  you  make  the  difference  upon  this  amount  substantially  e()uivalent  to  the 
other? — ^A.  Wait  a  moment ;  x>ardon  me.  It  is  195.  I  made  a  mistake  in  saying 
1925.    It  is  195. 


Q.  195 ;  and  then  what  will  the  differential  be  ?— A.  12.852. 


Does  it  not  amount  to  this  then  that  at  the  present  time  there  is  what  we  may 
fairly  call  a  protective  duty  upon  refined  sugar  ?— A.  Yes ;  of  12.852 ;  and  that,  I 
understand,  comes  from  the  improved  methods  of  refining  which  now  yield  more 
sugar  from  96  than  they  obtained  at  the  time  when  the  scnedule  was  enacted. 

Q.  This  iiresent  schedule  was  made  in  1897,  was  it  not? — A.  The  schedtde  of 
rates  of  drawback  was  made  in  October,  1898. 

Q.  In  October,  1898;  and  when  was  the  law  passed?— A.  The  law  was  passed 
Jxay  24, 1897. 

THE  EFFECT  OF  IMPBOVED  METHODS  OF  PRODUCTION. 

Q.  So  you  think  this  differential  in  favor  of  refined  sugar  comes  about  by  the 
improvea  methods  of  production  that  have  been  adoptoa  since  1897  ? — A.  Since 
1896,  perhaps,  because  the  schedule  of  1897  was,  of  course,  based  upon  statistics 
collected  the  year  before. 

Q.  Was  the  proportion  of  92i  x)ounds  of  refined  sugar  to  100  x)ounds  of  raw 
i(u^r  settled  upon  by  the  Treasury  Department  in  1898?— A.  Yes ;  in  1898. 

Q.  What  had  the  figures  been  before  that  time  ?— A.  The  figures  before  that 
time? 

Instead  of  92^  pounds,  it  was  what? — A.  Instead  of  dividing  by 

(Interrupting)  92^?— A.  92^ ;  we  divided  by  92. 

That  was  the  only  point  ?— A.  It  showed  that  more  raw  sugar  was  required 
to  make  100  pounds  of  refined  sugar  than  is  now  required. 

Q.  Do  ^ou  think  the  present  rate  is  more  accurate  than  the  former  was ;  that  is, 
that  92i  IS  more  nearly  accurate  than  92  ? — ^A.  I  tMnk  both  are  exactly  the  same 
in  accuracy.  If  they  could  produce  92  pounds  then,  the  schedule  then  was  accu- 
rate.   If  thev  now  produce  92i,  the  schedule  of  rates  of  drawback  is  ^so  accurate. 

Q.  Yes.    Of  course,  it  is  exx)ected  that  there  will  be  regular  improvement  in 


i-^ 
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methods  of  production.  When  the  law  has  been  x>as8ed  and  the  rate  has  once 
been  fixed,  it  is  likely,  if  that  law  stands  for  10  years,  to  be  somewhat  behind  the 
times? — A.  Most  likely. 

Q.  As  the  old  law  was.  Now,  is  it  not  your  opinion  that  before  the  law  of  1897 
was  passed  it  would  have  been  more  nearly  accurate  to  have  the  basis  of  reckon- 
ing 921  instead  of  92  ?  That  is,  did  not  the  change  in  the  methods  of  production 
come  before  the  change  in  the  law  ? — A.  I  believe  it  more  safe  to  prevent  the 
growth  of  that  differential  within  a  short  time  by  maldng  it  a  little  less  than  accu- 
rate ;  then  in  time  it  will  become  accurate.  But  whether  it  is  wise  legislation 
to  provide  for  xx>ssible  improvements  in  manufacture  I  do  not  know,  because  it 
would  then  also  be  vrise  legislation  to  provide  for  possible  unfavorable  circum- 
stances. 

AMOUNT    OF   REFINED   SUGAR    OBTAINED    FROM  A  GIVEN  AMOUNT   OF  RAW  AGAIN 

CONSIDERED. 

Q.  The  reason  I  asked  you  the  question  in  this  form  was  that  you  were  quoted 
at  the  time  the  act  of  1897  was  under  discussion  as  sa^ng  that,  in  your  judgment, 
it  would  have  been  somewhat  more  accurate,  according  to  the  conditions  at  that 
time,  to  have  assumed  93  as  the  product  of  100  pounds  of  raw  sugar  instead  of  92  ? — 
A.  I  recollect  having  been  quoted  that  way.  Not  having  had  any  opportunity  of 
con-ecting  the  statement  at  the  time,  I  dropped  the  matter.  But  I  round  among 
my  papers  a  memorandum  drafted  by  me,  June  29, 1897,  wherein  I  said : 

**  In  a  statement  printed  in  the  Congressional  Record  of  the  26th  of  June,  1897, 
reference  is  made  to  recent  interviews  with  me,  in  regard  to  the  Treasury  tables 
of  sugar  drawbacks,  and  13  statements  are  attributed  to  me." 

As  these  statements  are  deduced  from  informal  conversations  ux)on  the  subject, 
none  of  them  are  accurate,  and  some  are  misleading,  as  shown  by  the  following 
notes: 

I  am  rei)orted  as  having  said: 

**  Nos.  2  to  5:  That  8  renners  submitted  statements  to  the  committee,  and  that 
the  tables  were  constructed  by  taking  an  average  of  these  8  statements." 

Note. — I  said  that  the  basic  propoi'tion  of  92  pounds  refined  to  100  pounds  raw 
sugar  testing  96  degrees  was  verified  by  the  average  of  the  statements. 

•  *  No.  7:  That  the  statement  containing  over  94  pounds  came  from  Cunningham, 
of  Texas." 

Note. — I  stated  that  a  Texas  refinery,  whose  name  I  did  not  recollect,  which 
reported  a  ^eld  somewhere  near  94  pounds,  uses  Louisiana  sugars,  which  are 
known  to  give  better  results  in  refining  than  imported  sugars. 

"No.  8:  That  I  never  believed  the  refiners'  statements  and  that  I  always 
estimated  93  to  93|  pounds  of  hard  refined  could  be  made  from  100  pounds  of 
96-degree  sugar." 

Note. — ^I  said  that  I  would  have  preferred  93  pounds  to  100,  as  a  safer  basis. 

Q.  When  you  say  **  as  a  safer  basis,"  what  do  you  have  in  mind— a  safer  basis 
for  the  Treasury  Department?— A.  Safer  for  the  Treasury  Department ;  safer 
against  over  allowances.    [Reading.] 

"No.  11:  That  though  their  (the  refiners')  statements  were  made  under  oath, 
I  would  not  believe  them." 

Note. — I  said  (in  reply  to  a  remark  of  the  interviewer)  that  "when  refiners' 
statements  are  made  under  oath  I  have  to  believe  them,  unless  I  am  prepared  to 
prove  perjury." 

A  man  cls&ming  to  be  a  lawyer,  as  I  do,  should  not  say  that  he  would  not 
believe  any  man's  statement  under  oath.  When  asked.  If  the  parties  are  interested 
do  you  take  their  statements?  I  say,  when  they  are  under  oath  and  I  am  not  pre- 
pared to  prove  perjury,  of  course  I  have  to  take  them. 

Q.  Now,  before  the  law  of  1897  was  enacted,  you  said  you  would  have  preferred, 
as  the  safer  basis,  to  take  93  pounds  instead  of  92? — A,  Yes. 

Q.  At  the  present  time  the  Treasury  is  taMng  92^  pounds  for  a  basis  ? — A.  Yes. 

Q.  I  suppose  that  you  would  say  that  you  would  now  consider  it  safer  to  take 
93,  or  possibly  93^,  on  account  of  the  improved  methods  of  production?— A.  That 
is,  for  the  purpose  of  preventing  an  overallowance  in  some  special  ca.ses ;  but  the 
rates  were  based  on  averages,  which  is  safe  enough,  and  I  myself  signed  the  com- 
mittee report  in  1896  because  I  thought  it  safe  enough.  Personally,  I  might  have 
preferred  a  different  way  of  getting  the  result,  but  as  a  member  of  the  committee 
I  could  have  no  objection  to  the  average  rate  of  92,  which  was  safe  enough.  It 
proves  now  it  was  safe  enough.  We  have  advanced  only  one-half  jwund  in  two 
years. 

Q.  Then,  at  the  present  time,  with  the  changes  we  have  made,  you  think  that 
a  basis  of  92^  is  certainly  favorable  enough  to  the  refiners?— A.  Yes. 
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Q.  And  that  probably  no  injustice  would  be  done  them  now  if  a  somewhat 
bigner  rate  were  taken,  say  98 ;  but,  of  course,  one  has  to  be  sore  to  be  fair  to 
them.    Is  that  your  idea? — ^A.  Yes. 

Q.  You  think  that  in  a  great  many  cases  no  injustice  would  be  done  if  you 
should  adopt  a  basis  as  hi^h  as  93,  or  possibly  93^  ?~A.  I  can  not  tell  what  results 
might  be  reached  by  certam  new  combinations  of  degrees  of  raw  su^ar.  You  see 
the  refiners  use  different  combinations  and  are  always  ezx)erimenting  upon  the 
best  results  to  be  obtained  from  the  yarious  mixtures ;  but  that  is  a  very  compli- 
cated calculation,  which  the  Treasury  Department  can  not  make. 

Q.  It  is,  I  presume,  true  that  a  gre&t  deal  also  depends  upon  the  raw  sugar 
itself,  it  having  been  found  that  raw  sugar  from  different  places  is  likely  to  give 
somewhat  different  results?— A.  Exactly.  ^ 

Q.  Sometimes  they  may  get  as  low  as  90  pounds  of  refined  to  100  pounds  of  raw, 
and  sometimes  possibly  as  hi^h  as  94  or  95  ?— A.  I  do  not  know  about  95 ;  that  is  a 
little  too  high ;  out  94  is  possible  with  certain  sugars.  The  Louisiana  raw  sugars 
give  better  results  in  refining  than  any  others. 

Q.  So  that  from  an  especially  good  grade  of  raw  sugar  you  may  get  as  high  as 
94?— A.  Yes. 

Q.  And  thiB  92i  is  supposed  to  be  a  fair  average?— A.  A  fair  average. 

Q.  Did  you  say  that  Ix>uisiana  sugars  are,  on  the  whole,  the  best  the  refiners 
use  ?— A.  It  is  so  reported. 

Q.  Can  you  give  us  any  information  with  reference  to  the  quality  of  sugars  that 
come  from  other  places.  Which  is  the  next  best  ?— A.  No ;  I  can  not  give  you  any 
information  on  that  point,  because  this  Louisiana  sugar  was  simply  brought  to 
my  attention  by  Senator  Caffenr.  In  connection  with  my  duties  it  has  not  been 
necessary  to  inquire  into  the  different  grades  of  sugars  from  different  places. 

Q.  Do  you  know  anything  with  reference  to  the  comparative  quality  of  the 
sngars  that  come  from  Cuba  and  the  Hawaiian  Islands?— A.  I  do  not ;  I  can  not 
tell  you. 

Q.  To  come  back  to  what  we  were  speaking  about  a  moment  ago,  the  special 
point  that  I  wish  to  be  perfectly  certain  about  is  this,  that  in  the  present  admin- 
istration of  the  Department,  according  to  your  figuring,  there  is  a  differential 
duty  in  favor  of  remied  sugar  of  12.5? — ^A.  I  beg  your  pardon,  13.25 ;  13.25  instead 
of  12.5 ;  13i  instead  of  12^. 

THE  DUTY  ON  SUGAR  NOT  INJURIOUS  TO  CONSUMERS. 

Q.  It  is  the  opinion,  of  course,  of  a  good  many  people  that  our  sngar  refiners  do 
not  need  so  high  a  duty  as  that.  In  the  opinion  of  some,  on  account  of  the  advan- 
tages that  they  get  from  combination  in  manufacture  they  need  no  differential 
duty.  Have  you  any  suggestion  to  make  as  to  any  law  that  might  be  passed  to 
prevent  the  abuse  of  this  differential  duty  in  case  the  President  or  any  one  else 
should  think  there  was  an  abuse?- A.  The  differential  duty  in  itself  can  not  be 
abused. 

Q.  Explain  a  little  more  fully. — A.  I  can  not  see  how  it  could  be  abused. 

Q.  Wul  you  tell  just  what  you  mean  by  that.  I  say  that  some  i)eople  think 
that  the  protection  that  the  refiners  get  is  really  injurious  to  the  consumers  of 
sugar  and  I  ask  you  whether  you  have  any  suggestions  to  make. — A.  No ;  I  have 
not.  I  do  not  believe  that  it  is  injurious ;  that  is  not  my  belief.  I  think  it  is  not 
injurious,  because  I  find  that  under  that  very  slight  protection  the  refining  interests 
of  the  United  States  have  been  growing  and  that  the  success  of  the  refiners  in 
their  business  redounds  to  the  benefit  of  the  public — of  the  sugar  consumer.  I  am 
one  of  the  greatest  consumers  of  sugar  in  the  United  States.  I  use  more  sugar 
than  double  the  per  capita  sugar  consumption  of  the  United  States.  I  know  very 
well  that  20  years  ago  I  had  to  pay  10, 11,  and  12  cents  a  pound  for  refined  sugar. 
Now  I  pay  only  5  cents ;  I  pay  as  much  now,  and  have  double  the  quantity  to 
consume,  so  I  do  not  see  that  a  differential  has  done  any  wrong  to  the  public. 

TRUSTS  OR  COMBINATIONS  MAY  BE  INJURIOUS. 

But  I  see  that  a  combination  of  the  manufacturei*s  of  anv  article,  call  it  trust 
or  industrial  combination,  may  become  a  menace  to  the  welfare  of  the  country  if 
they  abuse  their  power  by  using  it  in  certain  ways ;  as,  for  instance,  if,  after 
crushing  the  competition  of  small  manufacturers  by  underselling  their  goods, 
they  attempt  to  raise  the  market  prices  of  the  monopolized  products  on  the  one 
hand  and  on  the  other  crush  the  workingmen  employed  by  them  in  order  to 
reduce  the  cost  of  production.    Then  they  may  become  public  enemies. 

Q.  Yes, — A.  How  to  prevent  or  punish  such  a  possible  crime  against  the  Com- 
monwealth is  a  puzzling  and  troublesome  question.    In  saying  this,  of  course  1 
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speak  of  something  with  which  I  have  no  official  connection;  we  do  not  know 
anytliing  in  the  Department  abont  trosts  and  combinations. 

Q.  Of  course  not. — ^A.  I  speak  as  a  citizen  of  the  United  States  who  reads  the 
papers  and  tries  to  understand  them.  It  is  possible  that  a  combination  of  manu- 
facturers may  become  a  menace  to  the  Ck)mmon wealth,  but  how  to  prevent  it 
and  how  to  i)um&h  it  is  a  puzzling  question;  and  the  newspapers,  notwithstanding 
the  n'eat  amlity  of  our  newspaper  men,  have  not  yet  satisfactorily  solved  that 
promem.  One  way  suggested  is  by  legislation  by  the  different  States;  another 
way  is  by  legislation  of  the  United  States.  Having  had  much  to  do  with  tariffs,  it 
naturally  suggested  itself  to  my  mind  that  tariff  le^lation  might  in  some  way 
be  an  instrument  for  preventing  the  abuse  of  combination;  and  in  anticipation 
of  coming  before  the  commission  I  drafted  a  little  bill,  not  as  a  perfect  meas- 
ure but  as  a  suggestion,  that  might  be  of  some  use  later.    I  will  read  it. 

Q.  Yes;  I  shaU  be  obliged  if  you  will  read  it. — ^A.  (Reading) : 

A  BILL. 

To  provide  for  the  reduction  of  Import  duties  in  certain  cases  on  articles,  the  mannfacture  of 

which  is  controlled  by  combination  of  manufiM:tarers. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assenibed.  That  whenever  the  President  of  the  United  States 
shall  be  satisfied  that  the  manufacture  of  any  article  subject  to  import  duty 
under  the  law  then  in  force  is  monopolized,  and  the  price  thereof  to  the  consumer 
is  controUed  by  a  combination  of  manufacturers  of  the  same,  and  that  such  com- 
bination results  in  the  lowering  of  the  wages  of  its  operatives  and  an  inflation 
of  the  price  beyond  a  reasonable  profit  over  the  cost  of  production,  he  shall  pro- 
vide by  proclamatibn  for  the  reduction,  during  a  specific  period,  not  exceeding  5 
years,  of  the  duties  imposed  on  such  article  by  such  law  to  the  extent  of  not  less 
than  5  per  centum  nor  more  than  20  per  centmn  thereof,  and  thereafter  the  duty 
which  shall  be  collected  by  the  United  States  upon  the  article  designated  in  such 
proclamation  shall  be  the  duty  so  reduced. 

Q.  If  I  understand  the  purport  of  your  bill,  applied  to  the  sugar  combination, 
it  would  amount  to  this:  That  if,  in  his  judgment,  the  President  of  the  United 
States  thought  the  sugar  combination  injurious  to  the  consumers  of  stigar  through- 
out the  country,  it  would  be  within  his  discretion  to  reduce  the  tariff  on  refined 
sugar  to  the  extent  of  20  per  cent  for  5  years? — ^A.  Yes. 

Q.  (By  Senator  Mallory.)  I  notice  that  you  make  both  of  these  conditions 
necessary,  viz,  an  increase  in  the  price  of  the  article  and  a  decrease  of  wages. 
Do  you  tmnk  it  wotdd  be  dangerous  if  it  gave  him  the  power  to  issue  such  proc- 
lamation on  the  existence  of  one  condition,  an  increase  of  the  price,  for  instance, 
or  a  decrease  in  wages.  Either  of  them  by  itself  is  an  evil.  Is  not  an  increase 
of  the  price  to  the  public  an  evil  of  considerable  importance  in  itself? — ^A  It  is 
not  an  evil  if  it  is  comparatively  slight.  Supjwse  they  sell  sugar  now  at  5  cents 
and  to-morrow  find  a  way  of  producing  it  at  a  cost  of  i  cents  and  continue  to  sell 
at  5,  the  consumer  is  not  unfavorably  affected. 

Q.  No;  that  is  not  the  question. — A.  Their  income  is  greater  and  they  derive  it 
from  a  legitimate  source — ^from  an  improvement  in  manufacture.  Why  should 
we  punish  them  ? 

Q.  Would  that  be  an  increase  of  price  ?— A.  It  would  be. 

Q.  Would  that  not  be  simply  aUowing  the  price  to  remain  at  what  it  was 
before? — ^A.  But  it  would  be  a  price  above  the  cost  of  manufacture. 

Q.  Oh,  yes. — A.  If  they  reduce  the  cost  of  manufacture  by  introducing  machin- 
ery or  some  new  methods,  there  is  no  reason  why  they  should  not  reap  the  bene- 
fit of  it  so  long  as  the  public  pays  the  same  price ;  but  if  they  reduce  the  cost  of 
manufacture  at  the  expense  of  the  operatives,  then  the  law  would  intervene.  The 
public  might  not  lose  anything,  but  the  operatives  would,  and  in  that  case  the  law 
would  intervene  and  open  a  free — a  comparatively  free — market  to  importation, 
and  naturally  reduce  prices  and  bring  them  to  terms. 

Q.  Well,  as  I  understand  your  bill,  a  combination  might  reduce  wages  90  pQj" 
cent,  but  still  the  President  could  not  issue  such  a  proclamation  unless  they  also 
increased  the  price.  Now,  if  the  production  of  sugar  is  in  the  hands  of  a  combi- 
nation, and  if  they  are  selling  at  5  cents  to-day  and  to-morrow  raise  the  price  to  7 
cents  all  over  the  United  States,  would  not  that  in  itself  be  suflScient  reason  for 
the  President  to  issue  his  proclamation  without  any  reference  to  a  reduction  of 
wages? — ^A.  It  would,  and  therefore  I  suggest  the  word  **  or  "  instead. 

Q.  (By  Mr.  Jenks. )  Instead  of  the  word ' *  and,"  before  the  words  * '  an  inflation/' 
you  womd  put  the  word  **  or  ?  " — A.  Yes. 
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Q.  So  it  would  read  (reading)  **  and  that  such  combination  results  in  the  lower- 
ing of  the  wages  of  its  operatives,  or  an  inflation  of  the  ^rice  beyond  a  reasonable 
profit  over  the  cost  of  production,"  etc. — A.  Yes.  This  is  a  somewhat  socialistic 
standx)oint,  but  our  minds  can  not  help  the  influences  of  socialistic  ideas  falling  in 
the  way.    We  want  to  protect  the  operatives. 

THE  SUBJECT  OF  DRAWBACKS  EXPLAINED. 

Q.  (By  Mr.  Jenkb.)  Will  you  explain  to  us  the  drawback  on  sugars  and  sirups 
exported? — ^A.  The  tables  here  submitted  will  give  you  the  exact  figures  of  the 
rates  of  drawback.  All  I  can  explain  to  you  now  is  the  general  method  of  doing 
this.i 

Q.  That  is  what  we  wish. — ^A.  The  committee  investigating  the  proper  rates 
of  drawback  to  be  allowed  on  sugar  and  sirups  exported  first  of  all  ascertained 
the  number  of  pounds  of  sugar  of  a  certain  degree  necessary  to  produce  a  hun- 
dred pounds  of  refined  sugar.  At  the  same  time  they  ascertained  how  much  sirup 
would  result  from  the  o^ration  of  producing  a  hundred  x)ounds  of  refined  sugar 
from  the  required  quantity  of  raw  sugar  of  a  certain  degree.  Having  found  how 
much  raw  sugar  it  took  to  make  a  hundred  pounds  of  refined  and  the  amount  of 
simp  resulting  from  the  operation,  they  took  the  duty  on  the  number  of  {loundsof 
raw  sugar  found  to  be  necessary  and  apportioned  it  between  the  refined  sugar 
and  the  sirup  according  to  the  quantities  and  the  market  prices.  It  may  be  rea- 
soned in  this  way:  If  a  pound  oi  refined  sugar  is  worth  4  cents  and  a  gallon  of 
sirup  6  cents,  they  will  find  what  part  of  the  value  of  the  imported  material  is 
contained  in  the  sugar  and  what  part  in  the  sirup  and  divide  the  total  amount 
of  drawback  due,  or  duty  due  as  drawback,  between  the  sirup  and  the  sugar  in 
proportion  to  the  values  of  imported  material  found  to  be  contained  in  the  prod- 
uct. It  is  a  double  proi)ortion  and  complicated,  but  it  is  only  arithmetical;  and 
in  this  way  they  constructed  these  tables.  Under  the  former  tarijff ,  the  duty  being 
ad  valorem,  the  whole  drawback  was  figured  on  the  number  of  pounds  of  raw 
su^ar  used,  and  the  number  of  pounds  was  calculated  in  accordance  with  the 
principle  I  have  just  explained,  of  distributing  the  duty  between  the  sugar  and 
the  sirup  in  proportion  to  the  values  of  the  materials  found  therein.  These  tables 
will  therefore  show  you  that  on  sugar  96''  test  the  duty  of  107.47  pounds  was  attrib- 
uted to  the  refined  sugar.  Under  the  present  ratio,  the  duty  being  specific,  the 
drawback  has  been  calculated  in  dollars  and  cents,  but  the  system  of  distributing 
the  drawback  between  the  sugar  and  the  sii'up  has  been  the  same.  Now  here  you 
will  find  a  column  entitled  "Charge  record  of  importation  for  each  100  pounds 
exported."  Now  for  each  100  pounds  of  refined  sugar  made  from  96"  test  the 
charge  to  the  record  of  importation  is  124  pounds.  That  covers  all  the  sugar  used 
in  refining  and  all  the  sugar  which  goes  into  the  sirup,  and  the  figure  is  very  ample 
in  order  to  prevent  reference  to  importations  that  have  been  exnausted  by  export- 
ing. One  hundred  and  twenty-four  pounds  is  a  very  high  fig^ure,  but  inasmuch 
as  the  present  committee,  or  the  latest  committee  on  the  drawbacks,  found  it  nec- 
essary to  get  the  average  drawback  on  sirup,  instead  of  so  much  per  pound  on 
the  sugar  contained  in  the  sirup,  they  found  it  possible  to  make  the  average  here. 
The  drawback  on  sirup  is  as  follows:  ''  On  sirup  valued  at  8  cents  per  gallon  or 
less,  the  drawback  shall  be  li  cents  per  gallon;  on  sirup  valued  at  3  cents  and  not 
above  14  cents  per  gallon,  the  drawback  shall  be  one-half  the  value  of  the  sirup; 
on  sirup  valued  above  14  cents  per  gallon,  the  drawback  shall  be  7  cents  per 
gallon."  They  made  very  elaborate  calculations  showing  that  these  averages 
exactly  meet  the  postulates  of  the  system  of  distributing  the  duty  between  refined 
sugar  and  simp.  On  reading  the  very  elaborate  report  there  was  no  doubt  in 
my  mind  that  it  was  correct. 

Q.  The  information  was,  I  suppose,  largely  gathered  at  the  refineries  ? — A.  Yes. 
They  went  to  the  refineries  and  examined  the  books  and  had  statements  made  to 
them;  the  refineries  opened  their  books  to  the  investigation  of  the  committee 
freely,  and  tiiere  was  no  secret  about  it. 

countervailinq  duties  explained. 

Q.  Will  you  also  explain  for  us  the  subject  of  countervailing  duties? — ^A.  Yes. 
It  is  one  of  the  most  delicate  and  difficult  duties  imposed  upon  the  Secretary 
of  the  Treasury  by  the  existing  law. 

1  See  Circular  No.  183,  p.  41. 
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additional  duties  on  sugar  imported  from,  or  the  product  of.  countries 

paying  bounties  on  the  export  thereof. 

Treasury  Department, 
Office  of  the  Secretary, 
Washington  y  Z).  C,  December  U^  1898, 

To  Officers  of  tJie  Customs  and  others  concerned : 

Section  5  of  the  act  of  July  24,  1897,  provides  as  follows : 

That  whenever  any  country,  dependency,  or  colony  shall  pay  or  bestow,  directly 
or  indirectly,  any  bounty  or  grant  upon  the  exportation  of  any  article  or  merchan- 
dise  from  such  country,  de^ndency,  or  colony,  and  such  article  or  merchandise 
is  dutiable  under  the  provisions  of  this  act,  then  upon  the  importation  of  any  such 
urticle  or  merchandise  into  the  United  States,  whether  the  same  shall  be  imported 
directly  from  the  countrjr  of  production  or  otherwise,  and  whether  such  article  or 
merchandise  is  imxx>rted  in  the  same  condition  as  when  exported  from  the  country 
of  production  or  has  been  changed  in  condition  by  remanufacture  or  otherwise, 
there  shall  be  levied  and  paid,  in  all  such  cases,  in  addition  to  the  duties  otherwise 
imposed  by  this  act,  an  additional  duty  equal  to  the  net  amount  of  such  bountv 
or  grant,  however  the  same  be  paid  or  bestowed.  The  net  amoimt  of  all  such 
bounties  or  grants  shall  be  from  time  to  time  ascertained,  determined,  and  declared 
by  the  Secretary  of  the  Treasury,  who  shall  make  all  needful  regulations  for  the 
identification  of  such  articles  and  merchandise  and  for  the  assessment  and  collec- 
tion of  such  additional  duties. 

In  pursuance  of  these  provisions,  the  following  amounts  of  bounties  respec- 
tively paid  or  bestowed,  directly  or  indirectly,  on  the  export  of  sugars  by  thp 
countries  hereinafter  named,  are  hereby  declared  for  the  assessment  of  additional 
duties  on  sugars  imported  from,  or  the  product  of,  such  countries  or  their  depend- 
encies, viz: 

arqentine  republic. 

On  sugars  produced  in  the  country  since  January  20, 1897,  and  exx)orted  with 
benefit  or  drawback,  6  centavos  i)er  kilogram. 

AUSTRIA-HUNGARY. 

On  sugar  under  93  per  cent  and  at  least  88  per  cent  polarization,  1.37  florins  per 
100  kilograms. 

On  sugar  under  99i  per  cent  and  at  least  93  per  cent  polarization,  1.46  florins 
per  100  lalograms. 

On  sugar  at  least  99i  per  cent  polarization,  2.10  florins  per  100  kilograms. 

DENMARK. 

On  refined  sugar  produced  wholly  from  beets  grown  in  Denmark,  1.12  crowns 
per  100  kilograms. 

FRANCE. 

Baw  sugars  of  the  standard  of  65  to  98  per  cent  for  beet-root  sugars,  or  of  65  to 
97  per  cent  for  French  colonial  sugar  per  100  kilograms  of  refined  sugar,  100  per 
cent,  10.82  francs. 

Sugar  candies  calculated  at  their  legal  equivalent,  per  100  kilograms,  effective 
weight,  11.51  francs. 

Refined  sugars  in  loaf  or  crushed,  clear,  hard,  and  dry,  per  100  kilograms, 
effective  weight,  11.51  francs. 

Raw  and  refined  sugars  in  grains  or  crystals  of  a  minimum  standard  of  98  per 
cent,  11.17  francs. 

The  output  of  refined  sugar  from  raw  is  calculated  by  deducting  from  the  polar- 
ization of  the  raw  sugar  twice  the  glucose,  four  times  the  ashes,  and  1^  x>er  cent 
for  loss  in  refining. 

GERMANY. 

On  raw  sugar  at  least  90  per  cent  polarization,  and  on  refined  sugar  under  98 
per  cent  and  at  least  90  -per  cent,  2.50  marks  per  100  kilograms. 
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On  candy  and  sugar  in  white,  hard  loaves,  blocks,  crystals,  etc.,  at  least  09i  per 
cent,  8.55  marks  per  100  Idlognuns. 
3.  On  all  other  sogar  at  least  98  per  cent,  3  marks  per  100  kilograms. 

THE  NETHERLANDR. 

On  raw  siLear  produced  in  the  conntry  from  beets,  and  testing  lees  than  08  per 
cent,  2.2854  florins  per  100  kilograms  of  hard  refined  (100  per  cent). 

On  raw  beet  sugars  testing  08  per  cent  or  above,  three-fourths  of  said  bounty, 
viz,  1.7655  florins  x>er  100  kilograms  of  hard  refined. 

On  refined  beet-root  sugars,  0.2046  florin  per  100  kilograms  of  hard  refined  (100 
per  cent)  in  addition  to  the  above  bounties. 

On  refined  sugar  from  other  materials  than  beetr-root  raw  sugar  produced  in  the 
country,  0.2946  florin  per  100  kilognmns  of  hard  refined. 

The  output  of  refined  sugar  from  raw  is  computed  by  deducting  from  the  polar- 
ization of  the  raw  sugar  twice  the  glucose,  four  times  the  ashes,  and  H  per  cent 
for  loss  in  refining. 

RUSSIA. 

§ 

On  sugar  testing  not  less  than  00  per  cent  per  pood  (36.113  pounds  avoirdupois) , 
0.50  rouble.    One  rouble  equals  51  i  cents. 

On  sugar  testing  not  less  than  88  per  cent  per  pood,  0.44  rouble. 

On  sugar  testing  not  less  than  75  per  cent  per  pood,  0.38  rouble. 

£very  invoice  of  sug^  must  be  accompanied  by  a  certificate  of  the  United 
States  consular  officer  at  the  port  of  shipment  to  the  United  States,  naming  place 
and  country  where  the  mercnandise  was  produced,  and,  in  the  case  of  refined 
sugar,  naming  also  the  country  of  production  of  the  raw  sugar,  molasses,  or  sirup 
used  in  the  refining. 

The  liquidation  of  entries  of  sugar  not  accompanied  by  such  certificates  shall 
be  suspended,  and  the  estimated  duties  shall  include  an  amount  sufficient  to  cover 
the  additionaJ  duty  to  which  such  sugar  may  be  apparently  liable. 

The  conversion  of  the  several  foreign  currencies  mentioned  above  into  United 
States  money  will  be  governed  by  the  provisions  of  section  25  of  the  act  of 
August  28, 1804. 

The  question  as  to  the  net  amounts  of  the  bounties  indirectly  bestowed  by  the 
Government  of  Belgium  on  exported  sugars  is  under  consideration.  Pending  the 
ascertainment  and  determination  of  said  amounts,  entries  of  sug^s  imported 
from,  or  the  product  of,  that  country  will  be  subject  to  the  provisions  of  circular 
No.  174,  of  October  10, 1807  (synopsis  18481). 

L.  J.  Qaoe, 

Secretary, 

When  you  consider  that  the  countries  paying  export  bounties  on  sugar  have 
been  trying  for  years  to  conceal  from  each  other  ana  from  the  world  at  large  the 
ways  in  which  such  bounties  are  bestowed,  and  when  you  consider  that  the  legis- 
latures of  the  different  countries  have  used  their  own  language  in  legislating  upon 
that  matter,  you  may  conceive  in  a  slight  degree,  at  least,  what  the  difficulties 
which  confronted  the  Secretary  of  the  Treasury  in  ascertaining  these  facts  must 
have  been.  Some  of  the  foreign  countries  have  recently,  comparatively  recently, 
concluded  tluit  there  is  no  use  concealing,  and  in  addition  to  the  concealed  bounty 
have  Kiven  straight  bounties  on  exports.  Germany,  Austria-Hungary,  and  France 
have  done  so.  The  concealed  bounties  most  levied  were  the  result  of  the  taxation 
of  sugars,  on  the  basis  of  production,  from  beet  roots,  which  was  less  than  the 
actual  production.  Now,  for  instance,  if  the  product  of  100  pounds  of  beets  is  7 
pounds,  the  tax  will  be  levied  on  6  pounds,  and  1  pound  will  go  free.  When  the 
sugar  is  exported  the  whole  of  the  tax  is  remitted.  You  say.  Where  is  your 
bounty?  we  levy  a  tax  on  6  x)ounds  of  sugar  consumed  here,  and  remit  the  tax 
on  6  poimds.  But  where  is  the  other  pound?  That  pound  was  not  exported ;  it 
was  more  profitable  to  the  producer  of  sugar  to  sell  free  sugar  at  home  at  the 
price  of  the  taxed  sugar  and  to  export  the  taxed  su^ar  with  a  remission  of  the  tax. 
They  did  that  in  Belsium,  in  France,  in  Germany,  in  Austria-Hungary,  and,  I  am 
sorry  to  say,  in  my  old  country,  Russia.  I  felt  a  little  delicate  about  showing  up 
that  concealed  bounty  in  Russia  because  my  former  liege  and  sovereim  might 
have  taken  exceptions  to  such  action,  and  so  I  washed  my  hands  of  the  whole 
thix^.    I  submitted  the  case  to  the  Assistant  Secretary,  and  stated  to  liitn  that  I 
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might  be  8iisx)ected  of  tmdtie  partiality  toward  my  old  country.    I  said,  *'  There 
are  the  facts ;  you  decide  for  yourself."    He  decided  there  was  a  bounty. 

Q.  You  gave  him  the  facts  m  detail?— A.  Yes ;  he  said  there  was  a  bounty,  and 
so  we  proclaimed  it ;  and  there  it  is,  and  a  big  one,  too.  In  Russia  all  sugar  testing 
less  tmm  99  per  cent  is  .5  of  a  rouble  per  pood ;  that  is,  in  Russian,  pood.  That, 
however,  is  the  unit  we  had  in  Russia,  equal  to  106.130  pounds  of  sugar.  Testing 
not  less  than  99  per  cent,  this  corresponds  to  about  25  cents — ^25  cents  on  6  pounds; 
that  is  a  very  big  bounty.  The  oflicial  correspondence  of  the  Secretary  of  State 
shows  that  the  Russian  GK)vemment  denies  the  existence  of  any  bounty.  These 
figures  were  reached  by  the  Asdstant  Secretary  by  taking  the  difference  between 
the  cost  of  production  and  the  price  for  exportation.  The  price  for  exportation 
was,  by  these  figures,  lower  than  the  cost  of  the  production. 

Q.  Were  you  able  to  find  out  the  cost  of  production  there  then  ? — ^A.  Yes,  the 
cost  of  production  is  generidly  so  much  per  pood. 

Q.  How  much  is  it  per  pound?— A.  It  was  about  3  roubles,  or  2i  roubles,  per 
pood. 

Q.  Can  you  nve  us  the  cost  of  production  in  English  fisnires? — ^A.  I  am  sorry, 
but  I  can  not— I  can  not  do  it ;  I  will  not  undertake  to  figure  from  memory ;  I 
have  a  very  poor  memory  for  figures. 

Q.  Then  you  were  able  to  find  that  Russia  also  gave  an  export  bounty? — ^A.  I 
was  not. 

Q.  You  were  able  to  get  the  fig^ures  for  the  Department  ? — ^A.  I  was  unable. 

Q.  Then  the  Department  was  able  to  find  it? — ^A.  Yes,  the  Dex>artment  was 
able  to  find  it,  but  I  was  not. 

Q.  Then  these  contervailing  duties  are  simply  additional  duties  imposed  here 
to  even  or  balance  export  bounties  paid  by  foreign  countries? — ^A.  Yes ;  they  place 
sugars  imported  from  countries  not  paying  bounties  on  the  same  basis  as  countries 
that  pay  export  bounties. 

Q.  So  as  far  as  the  question  of  protection  on  sugar  is  concerned,  do  the  coun- 
tervailing duties  have  anything  to  do  with  it  ? — ^A.  They  have  nothing  to  do  with 
it ;  there  is  really  no  protection  in  that. 

.  Q.  Have  you  anything  further  to  bring  out  with  reference  to  these  counter- 
vailing duties? — A.  I  might  say  that  the  bounties  we  have  spoken  of  were  deter- 
mined and  proclaimed  after  a  very  careful  and  minute  investigation  in  most 
cases  and  after  conferences  with  the  representatives  of  the  country  affected.  The 
representatives  ^  came  to  see  the  Secretary  and  pleaded  their  side. 

TREATIES  AFFEOnNQ  IMPORTATION  OF  SUGAR. 

Q.  Are  there  any  reciprocity  treaties  that  affect  the  tax  on  imported  raw 
sugar? — ^A.  I  do  not  know  of  any  reciprocity  treaty  except  the  Hawaiian. 

Q.  What  are  the  conditions  at  present  with  reference  to  the  imxx>rtation  of 
sugar  from  the  Hawaiian  Islands? — ^A.  I  do  not  know  that  the  accession  has  as 
yet  changed  the  conditions ;  we  are  waiting  for  further  action  by  Congress. 

Q.  Win  you  tell  us  just  what  the  conditions  were  in  order  that  we  may  get  it 
on  record? — ^A.  I  thought  the  Hawaiian  treaty  was  appended  to  this  new  tariff, 
but  I  see  it  is  not.    We  used  to  have  it  appended  to  the  publication. 

Q.  Will  you  state  what  it  is,  so  that  we  can  get  it  on  record  ? — A.  I  will  read 
you  the  section  of  the  tariff  act  which  applies  to  the  Hawaiian  treaty.  I  have 
not  the  provisions  of  the  treaty. 

Q.  WiU  you  read  again  that  part  of  the  section  that  you  read  before  ?— A.  Yes. 
Paragraph  209,  Schedule  E,  tariff  act,  July  24, 1897,  reads  as  follows : 

''Sugars  not  above  number  sixteen  Dutch  standard  in  color,  tank  bottoms, 
sirups  of  cane  juice,  melada,  concentrated  melada,  concrete  and  concentrated 
molasses,  testing  by  the  polariscojw  not  above  seventy-five  degrees,  ninety-five 
one-hundredths  of  one  cent  per  pound,  and  for  every  additional  degree  shown  by 
the  polariscopic  test,  thii*ty-five  one  thousandths  of  one  cent  per  pound  addi- 
tional, and  fractions  of  a  degree  in  proportion ;  and  on  sugar  above  number  six- 
teen Dutch  standard  in  color,  and  on  all  sugar  which  has  gone  through  a  process 
of  refining,  one  cent  and  ninety-five  one-hundredths  of  one  cent  per  pound; 
molasses  Ssting  above  forty  degrees  and  not  above  fifty-six  degi^ees,  three  cents 
per  gallon ;  testing  fifty-six  degrees  and  above,  six  cents  per  gallon ;  sugar  drain- 
ings  and  sugar  sweepings  shall  be  subject  to  duty  as  molasses  or  sugar,  as  the 
case  may  be,  according  to  polariscopic  test :  Provided,  That  nothing  herein  con- 
tained sh£Jl  be  so  construed  as  to  abrogate  or  in  any  manner  impair  or  affect  the 
provisions  of  the  treaty  of  commercial  reciprocity  concluded  between  the  United 
States  and  the  King  of  the  Hawaiian  Islands  on  the  thirtieth  day  of  January, 
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eighteen  hmidred  and  seventy-five,  or  the  provisions  of  any  act  of  Congress 
heretofore  passed  for  the  execution  of  the  same." 
Q.  So  that  provision  still  remains  in  force? — ^A.  Tes. 

affidavit. 

Washington,  D.  C. 

I  swear  that  the  statements  made  by  me  of  mv  own  knowledge  in  the  foregoing 

Xrt  of  my  testimony  before  the  Industrial  Commission  are  tme,  and  that  aU 
r  statements  I  believe  to  be  true. 

S.  N.  BUYNITSKY. 

Sworn  and  subscribed  before  me  this  12th  day  of  September,  1899. 

[SEAL..]  Jas.  N.  Fitzpatrick, 

Notary  Pubitc, 


Washington,  D.  C,  June  12, 1899, 

TESTIMOHT  OP  MB.  G.  WALDO  SMITH, 

President  of  the  Wholesale  Grocers*  Association  of  New  York  City, 

The  commission  met  on  Monday,  June  12,  1899,  at  2  p.  m.,  Vice-chairman 
Fhillips  presiding.  Mr,  G.  Waldo  Smith,  of  New  York  City,  president  of  the 
Wholesale  Grocers'  Association  of  New  York  City,  being  first  duly  sworn,  testi- 
fied as  follows: 

Q.  (By  Mr.  Jenks)  .  Will  you  kindly  state  your  full  name  and  address  to  the 
stenographers  ? — ^A.  G.  Waldo  Smith.  My  present  address  is  College  Point,  Long 
Island,  N.  Y. 

Q.  What  is  your  business  ? — A.  Wholesale  grocer. 

• 

obganization  and  object  of  the  wholesale  ok(x;rrs'  association. 

Q.  You  are  also  connected,  I  believe,  with  the  Wholesale  Grocers'  Associa- 
tion?— A.  Yes. 

3.  In  what  capacity? — ^A.  As  president. 
.  You  will  tell  us  oriefly  what  the  nature  of  this  Wholesale  Grocers'  Associa- 
tion is? — ^A.  It  was  formed  11  years  ago,  to  improve  the  condition  of  the  trade  in 
flJl  ways  possible.    It  is  a  voluntary  association ;  not  incoporated.    That  was  the 
simple  purpose — ^to  improve  the  condition  of  the  trade. 

<^.  In  what  different  ways  has  it  gone  to  work  to  do  that  ? — A.  First  by  putting 
a  limit  on  some  goods  that  were  sold  at  cost,  such  as  sugar,  Royal  baking  powder, 
and  bakers'  goods — ^that  is  to  say,  they  were  sold  at  net  cost.  They  were  about 
one-third  of  the  aggregate  of  the  business,  and  bankruptcy  stared  us  in  the  face. 
We  would  buy  $1,000  worth  of  susar  and  could  not  sjet  $1,000  and  1  cent  for  it. 
We  finally  agreed  that  we  would  buy  sugar  and  sell  it  at  a  quarter  of  a  cent  a 
pound  advance.    That  lasted  for  a  year  and  a  quarter. 

Q.  About  what  time  was  this  arrangement  made  ? — ^A.  About  10  years  ago  last 
October. 

Q.  Was  this  arrangement  made  by  the  officers  of  the  Wholesale  Grocers'  Asso- 
ciation ? — A.  No ;  it  was  made  at  a  meeting  of  the  whole  association. 

Q.  Was  it  a  formal  agreement,  put  in  writing? — A.  No ;  I  do  not  think  it  was. 
We  agreed  to  it  in  the  organization  informally  and  passed  a  resolution  verbally. 
Notice  was  then  sent  out  to  those  who  were  not  there,  stating  what  we  had  done. 

Q.  Please  go  on. — ^A.  We  maintained  that  price  for  a  year  and  a  quarter.  Then 
a  new  house  came  in  and  cut  the  price  and  reduced  the  profit  to  one-eighth  of  a 
cent  a  pound. 

Q.  What  house  was  that  ? — ^A.  Todd  &  Co.,  a  very  small  house.  That  went  on 
for  6  or  8  months,  and  they  began  to  cut  the  price  and  paid  no  attention  to  that 
agreement,  so  that  we  were  reduced  to  the  original  status  of  handling  goods  for 
nothing.  That  was  the  end  of  that  arrangement.  Then  we  passed  a  resolution 
that  we  would  never  limit  the  price  again  ourselves.  We  could  not  maintain  it. 
The  one  hundredth  man  made  the  price  and  the  99  men  had  to  consent. 

Q.  Has  the  Wholesale  Grocers'  Association  had  any  other  arrangement  with 
reference  to  the  sale  of  sugar? — A.  Not  as  an  association. 
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THE  FACTOR  SYSTEM. 

Q.  What  have  your  arrangements  been  since  ? — A.  Some  of  ns  then  went  to  the 
refiners.  There  was  practically  only  one  refinery  at  that  time — ^the  American 
Sugar  Befining  Company. 

Q.  You  say  that  there  was  practically  only  one  refinery  at  that  time? — A.  Prac- 
tically only  one,  and  we  asked  them  what  they  could  do  to  help  us. 

Q.  One  moment,  please.  You  say  that  there  was  practically  only  one  at  that 
time? — ^A.  The  Revere  at  Boston  was  the  only  other  one  1  knew  or.  There  was 
nothing  in  New  York  or  Philadelphia,  but  since  then  they  have  been  coming  in. 
Molleimauer  came  afterwards  and  quite  a  number  of  others. 

Q.  And  since  then  have  come  the  Arbuckles  and  quite  a  number  of  others? — ^A. 
Yes;  they  all  came  in  afterwards. 

Q.  Very  well.  Will  you  please  tell  us  what  arrangements  you  made  with  the 
American  Sugar  Befining  Company? — A.  We  asked  them  to  adopt  certain  defi- 
nite fixed  terms  of  sale. 

Q.  You  said  that  a  number  of  you  went  to  them  to  make  that  arrangement. 
Was  it  the  Wholesale  Grocers'  Association,  or  did  a  number  of  you  go  to  them  as 
individuals? — ^A.  Oh,  we  went  as  individuals.  They  came  from  ^ston,  Provi- 
dence, and  Newark,  different  ones  at  different  times. 

Q.  This  was,  of  course,  done  by  consultation  and  arrangement  among  your- 
selves?— ^A.  Yes. 

Q.  About  what  i)roportion  of  the  Wholesale  Grocers'  Association  were  repre- 
sented by  this  meeting  or  by  this  committee  that  asked  the  American  Sugar  Befin- 
ing Comx>any  to  make  such  an  arrangement? — ^A.  Perhaps  I  had  better  tell  the 
story.    I  yml  get  at  it  quicker. 

Q.  Very  well. — ^A.  We — ^that  is,  Mr.  Thurber,  who  has  since  gone  out  of  busi- 
ness, Mr.  Leggett,  Mr.  Nichols,  Mr.  Seaver,  of  Boston,  Mr.  Howard  Spur,  of  Bos- 
ton, and  others  whose  names  I  do  not  recall,  and  myself — ^went  to  Mr.  Havemeyer 
and  Mr.  Searles  and  asked  if  some  way  could  not  be  invented  by  which  we  could 
get  a  profit  on  sugar.  We  were  closeted  vrith  them  discussing  the  matter  for  six 
afternoons,  and  it  was  settled  as  a  result  of  our  talk  that  they  would  bill  us  sugar 
at  6^  cents  and  that  if  we  maintained  the  price  at  5 A  cents,  say,  for  3  months, 
they,  at  the  end  of  that  time,  would  give  us  a  rebate  of  18f  cents  a  hundred.  Thi^ 
was  to  bd  uniform  to  all  buyers,  wholesale  and  retail,  manufacturers,  and  every- 
body.   It  was  simply  the  terms  by  which  they  would  sell  their  sugar. 

Q.  They  would  sell  at  the  same  price  to  everybody? — ^A.  Yes;  everyone  the  same. 

Q.  Begardless  of  whether  or  not  they  were  represented  by  you? — A.  No;  it  was 
no  concern  to  us  at  all.  It  was  to  cover  New  York  as  far  as  Poughkeepsie,  New 
England,  and  New  Jersey. 

Q.  How  about  the  grocers  who  were  beyond  these  limits?— A.  They  came  in 
afterwards.    They  saw  we  had  a  good  thing  and  asked  for  the  same  thing. 

Q.  Will  you  go  further,  telling  us  the  nature  of  the  i^eement,  if  there  was 
anything  further? — ^A.  There  was  never  any  agreement.  They  simply  said  to  us: 
**If  you  will  prove  to  us  that  you  want  it,  why,  we  may  consider  the  matter." 
And  we  proved  to  them  by  getting  all  the  grocers  of  that  entire  territory  of  New 
England  and  New  York,  as  1  have  said,  and  a  portion  of  New  Jersey,  all  except 
three,  to  sign  a  petition  that  they  would  adopt  the  system. 

Q.  That  was  considerably  over  90  per  cent,  probably  about  99  -per  cent?— A. 
Ninety-five  per  cent  was  their  ultimatum,  and  we  got  practically  the  whole.  There 
were  only  8  of  them  who  did  not  sign,  and  they  were  in  Europe,  and  no  one  was 
authorized  to  sign  for  them.    It  was  practically  unanimous. 

Q.  Will  you  please  tell  again  clearly  what  the  nature  of  the  terms  of  sale  was 
to  be  ? — ^A.  In  place  of  granulated  sugar  being  sold  and  billed  at  5  cents,  they  would 
bill  the  sugar  at  5i^  and  we  would  pay  5^^,  and  on  condition  that  we  sold  at  no 
less  than  that  they,  at  the  end  of  3  months,  would  give  us  a  rebate  amounting  to 
18f  cents  a  hundred  pounds. 

Q.  When  were  you  to  pay  for  this  sugar?— A.  We  were  to  pay  for  it  in  7  days. 
We  could  get  80  days,  but  we  could  get  one  off  for  cash  in  7  days. 
Thirty  days  was  the  time? — ^A.  Yes. 
And  you  got  one  off  for  cash  in  7  days? — A.  Yes. 

How  long  did  that  custom  or  plan  last? — ^A.  It  has  lasted  practically  until 
the' present  time,  although  there  is  no  enforcement  of  it  in  any  way.  The  whole- 
sale grocers  simply  buy  at  a  certain  price,  and  if  they  sell  at  less  they  get  what 
they  are  paid  and  do  not  get  this  rebate. 

(2.  In  case  a  person  was  not  willing  to  abide  by  it,  and  did  not  maintain  the 
price,  what  would  be  the  penalty  ? — A.  The  penalty  would  be  the  loss  of  the  rebate 
at  that  time,  but  for  4  or  5  years  there  has  not  been  any  penalty. 

Q.  At  that  time  it  would  be  the  loss  of  this  rebate  of  181  cents  ?— A.  A  hundred 
pounds;  yes. 
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EFFECT  OF  COMPETITION   AMONO   THE  REFINFRS. 

Q.  At  this  time  you  say  you  are  selling  sagar  nnder  substantially  the  same 
terms? — A.  Yes ;  Dut  it  is  now  purely  Toluntary, because,  on  account  of  the  com- 
petition between  the  refineries,  they  can  not  enforce  anything. 

Q.  How  long  has  the  competition  between  the  refineries  existed  ? — ^A.  I  should 
say  since  last  Aug^t ;  perhaps  a  little  later ;  along  in  September  Doscher  and 
Arbuckle  came  in.    The  Doscner  concern  is  known  as  the  liew  York  Company. 

Q.  Since  last  August  or  September? — ^A.  I  should  say  about  August  or  Sep- 
tember. 

Q.  Do  you  recollect  about  what  time  the  Doscher  and  Arbuckle  refineries  were 
buut  and  put  in  operation? — A.  About  that  time.  I  was  in  their  offices  occasion- 
ally, but  lean  not  fix  the  exact  date.  I  know  it  was  last  summer,  for,  living  on 
Long  Island,  I  was  passing  by  their  factories  on  the  ferryboat. 

Q.  As  soon  as  their  refineries  came  into  full  operation  did  the  price  of  sugar 
begin  to  drop? — A.  The  margin  between  96  degrees  centrifugal  and  granulated 
began  to  get  closer. 

Q.  About  what  was  the  margin  betweeen  96  degrees  centrifugal  and  granulated 
2  vears  ago  ? — ^A.  I  should  say  about  seven-eighths  of  a  cent,  although  my  knowl- 
eage  is  not  definite.    I  do  not  know ;  I  do  not  look  at  the  prices  close  enough. 

U.  Very  soon  after  these  sugars  began  to  get  on  the  market  this  margin  began 
to  lessen?— A.  Yes. 

O.  Do  you  know  on  which  side  the  cut  in  price  came  first  ? — ^A.  Oh,  on  the 
Arbuckle  and  New  York. 

Q.  And  they  were  followed  by  the  American,  but  they  started  first  ? — ^A.  They 
are  usually  one-sixteenth  below. 

Q.  Below  the  American  Sugar  Befining  Company  ? — ^A.  Yes. 

Q.  What  is  the  margin  between  the  two? — ^A.  My  knowledge  is  not  definite, 
but  I  should  say  about  one-half  cent,  but  I  have  no  definite  knowledge.  I  have 
not  looked  at  the  price  in  a  month ;  perhaps  not  quite  a  month. 

Q.  In  your  own  business,  as  a  wholesale  grocer,  do  you  handle  exclusively  the 
su^ar  of  the  American  Sugar  Refining  Company  ? — A.  I  handle  the  sugar  of  the 
4  dijfferent  refineries. 

Q.  What  4t  refineries ;  the  American,  the  Mollenhauer,  the  Doscher,  and  the 
Arbuckle? — ^A.  We  handle  the  sugar  of  all  of  them. 

Q.  You  are  handling  now  the  Arbuckle  and  Doscher  sugar,  as  well  as  the 
American? — ^A.  I  do  not  know;  I  have  no  knowledge.  I  am  not  in  my  store 
more  than  once  in  2  or  8  days,  and  I  do  not  keep  track  of  the  details. 

Q.  But  you  know  that  you  have  been  handling  the  Doscher  and  Arbuckle 
within  a  month  or  so? — A.  I  can  not  say  that. 

0.  Within  how  long[  can  you  say? — A.  Within  8  months. 

Q.  Then  you  certainly  nave  oeen  handling  the  sugar  within  8  months? — 
A.  Yes. 

O.  Did  you  not  make  a  distinction  a  moment  ago  between  the  Doscher  and  the 
Mollenhauer  refineries? — ^A.  I  do  not  know  how  I  made  any  distinction. 

O.  In  speaking  of  the  competitors  of  the  American  did  you  not  mention  Mol- 
lenhauer and  then  withdraw  his  name  ? — A.  Mollenhauer  staried  several  years 
ago  and  worked  in  harmonv  with  the  American  Su^ar  Refining  Company. 

Q.  Is  he  controlled  by  the  American  Sugar  Refining  Company  ? — A.  Ho  has 
always  been  working  in  harmony  with  them.  They  have  always  oeen  in  i)erf  ect 
harmony  whether  they  are  really  one  or  not. 

Q.  You  say  that  the  prices  you  get  from  Doscher  and  Arbuckle  are  ordinarily 
one-eixteentialess? — ^A.  Yes. 

(j.  Than  the  American  ?  But  the  prices  you  get  from  Mollenhauer  are  the 
same  ? — ^A.  Mollenhauer  is  practically  out  of  the  market  now. 

Q.  Is  he  not  running  his  refinery  ? — ^A.  No ;  he  was  not  running  it  the  last  I 
heard.    As  I  have  said,  his  ijrices  were  in  harmony  with  the  American  refinery. 

Q.  As  lon^  as  he  was  i-unning  he  was  in  substantial  harmony? — A.  The  last  I 
heard  from  Mr.  Post  he  said  he  was  not  anxious  to  push  business  when  he  could 
not  make  ai^  money. 

Q.  IsMr.  Post  one  of  the  partners? — A.  He  is  the  salesman;  he  is  the  head  of  the 
semng  department  in  the  Mollenhauer  factory.  That  was  about  8  months  a^. 
He  told  me  he  did  not  want  to  run  his  refinery,  and  as  long  as  they  were  fightmg 
and  running  in  opposition  he  would  not  run  it. 

Q.  At  the  present  time  are  the  only  ones  that  can  be  considered  as  running  in 
opposition  to  the  American  Suear  Refining  Company  the  Doscher  and  the 
^Duckle?— A.  I  said  that  the  other  is  just  as  much  in  opposition,  only  it  is  not 
raDning. 
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Q.  Bnt  I  understood  yon  to  say  that  the  prices  from  the  MoUenhaner  refinery 
were  always  in  harmony  with  the  American  Sugar  Refining  Company  ? — ^A.  Until 
the  opposition  came  in ;  my  knowledge  is  not  definite  about  that.  I  have  paid  no 
attention  to  that,  and  had  practically  nothing  to  do  with  it  until  the  commence- 
ment of  this  rebate  system. 

Q.  Now,  with  regard  to  the  territory  outside  of  that  covered  by  your  associa- 
tion, did  you  say  they  afterwards  came  in  under  substantially  the  same  method 
of  doing  business  that  you  adopted  ? — ^A.  Yes. 

Q.  How  did  they  arrange  prices  for  the  territory  further  west? — ^A.  In  the 
same  way. 

J.  Did  they  make  any  difference  for  freight? — A.  Oh,  yes;  there  is  what  is 
ed  the  equality  book  published,  so  that  if  a  grocer  in  Watertown — I  do  not 
know  where  Watertown  is,  but  we  will  use  that  name — wants  to  buy  sugar  in 
New  York,  Philadelphia,  Albany,  or  Rochester,  it  vrill  be  laid  down  at  the  same 
price. 

Q.  Who  determines  what  that  price  shall  be? — A.  The  railroads,  I  think.  Our 
secretary  goes  to  the  railroads  and  gets  their  freight  rates. 

Q.  Then  it  is  your  secretary  that  fixes  the  rate  book  ? — A.  He  fixes  the  rate ;  that 
is,  xhe  cost  of  transi)ortation  from  Philadelphia,  Boston,  and  New  York,  where 
these  refineries  are.  He  comx>ares  the  costs  of  transportation  and  fixes  l^e  rate 
from  each  one,  which  is  in  the  form  of  an  arbitrary  statement,  as,  the  freight  from 
a  certain  i)oint  to  a  certain  point  is  so  much. 

Q.  Then  the  wholesale  grocers  in  Kansas  City  that  are  buying  sugar  from  the 
American  Sugar  Refining  Company  pay  the  same  as  you  do  with  the  freight 
added?— A.  I  suppose  so. 

Q.  Now,  who  IS  it  that  gives  you  the  price,  the  American  Sug^  Refining  Com- 
I)any  ? — A.  They  give  us  the  price  of  their  goods  only. 

Q.  Are  the  rebates  which  they  fix  the  same,  in  your  judgment,  barring  the 
the  difference  in  freight,  to  everybody  to  whom  they  sell  in  the  country? — A.  As 
far  as  I  know  to  everybody,  to  all  classes  of  people. 

Q.  About  what  proi)ortion  of  the  sugar  that  goes  into  the  market  is  furnished 
by  the  American  Sugar  Refining  Comx>any? — A.  I  have  no  knowledge. 

THE  REBATE  SYSTEM. 

Q.  This  agreement  that  you  have  with  them? — ^A.  We  have  no  agreement,  we 
have  no  agreement  of  any  name,  nature,  or  kind. 

Q.  When  you  have  a  bill  of  goods  sent  to  you  does  not  the  bill  contain  a  state- 
ment about  the  rebates ,  or  is  there  no  rebate  at  all  now  ? — ^A.  The  rebate  comes ,  but 
it  is  purely  voluntary.  We  can  sell  to  anybody  we  wish  and  get  the  relate  just  as 
well. 

().  Is  there  no  statement  in  the  bill  as  to  what  the  rebate  will  he  ? — A.  I  do  not 
think  there  is,  although  I  am  not  certain.  I  have  not  seen  an  account  for  several 
years.  I  know  that  they  withdrew  the  affidavit  4  or  5  years  ago.  We  had  to  sign 
an  affidavit  before  we  got  the  rebate,  but  they  withdrew  it  4  or  5  years  ago.  I 
remonstrated  vrith  them  that  it  would  break  up  our  whole  system. 

Q,  Is  it,  however,  your  experience  that  the  withdrawal  of  the  affidavit  did  not 
break  up  the  system? — A.  It  has  not,  and  still  it  has,  partially.  Those  that  do 
maintain  it  have  lost  lots  of  customers  because  of  cutting.  We  have  lost  probably 
one-quarter  of  our  sugar  trade  through  the  prices  being  cut  by  our  competitors. 

Q.  Are  you,  at  the  present  time,  in  the  same  condition  as  you  were  before  this 
rebate  system  was  adopted?  That  is,  are  you  now  selling  at  exact  cost?— A.  Oh, 
no,  no. 

What  rate  of  profit  have  you  now? — ^A.  Eighteen  and  three-fourths  cents. 
There  has  been  no  change  then? — ^A.  Yes. 

No  change  at  all  since  that  first  agreement? — A.  No,  except  that  there  is 
always  somebody  who  will  cut  prices ;  sometimes  they  will  cut  2  per  cent  in  order 
to  get  something,  or  make  3  per  cent  discount.  There  are  various  ways  of  cutting 
prices. 

Q.  Do  the  people  who  cut  the  price  get  the  discount  ? — ^A,  Certainly ;  there  is  no 
compulsion  aoout  the  selling ;  it  is  just  as  they  please ;  in  fact  a  good  many  of  us 
are  in  favor  of  opening  up  the  whole  thing. 

Q.  Do  you  think  that  change  (the  doine  away  with  the  affidavit  and  permitting 
the  grocer  to  make  his  own  price  as  he  wished  and  still  receive  the  rebate)  was  made 
on  account  of  the  competition  of  the  other  refineries? — A.  No;  it  was  made  on 
account  of  the  propensity  of  people  to  make  every  possible  effort  to  get  trade  and 
to  get  all  the  business  by  being  dishonest  and  selling  things  for  less  than  cost. 
There  is  always  one  man  in  a  hundred  that  will  do  that. 
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Q.  Yon  mean,  then,  tliat  it  was  fonnd  that  there  were  some  x>eople  who  wonld 
cut  below  the  fixed  price  and  make  an  affidavit  that  they  had  not? — ^A.  No;  I  think 
it  was  very  rigidly  adhered  to.  I  heard  no  compliant  that  amounted  to  any- 
thing; none  that  was  snbstantiat^d.  I  think  that  everybody  kept  it  honorably  and 
faithfully. 

Q.  Why  did  they  do  away  with  the  affidavit,  then?  What  reason  conld  they 
have  had  for  withdrawing  it?— A.  Carelessness,  I  think,  and  the  difficulty  of 
enforcing  it.  They  would  be  charged  vrith  cutting  prices  and  our  secretary  would 
try  to  get  the  proof.  It  would  not  be  satisfactory  to  the  refiners  and  they  would 
not  enforce  it.  They  got  into  a  great  deal  of  trouble,  became  careless  about  it, 
and  finallv  let  it  go.  They  had  no  object  in  it ;  they  had  nothing  to  gain ;  it  was 
all  labor  for  t^em,  and  expense  and  trouble  for  nothing. 

Q.  Hie  gainers  were  mostly  the  grocers? — ^A.  Yes;  we  could  not  keep  it  up.  I 
tried  hard  enough,  I  am  sure. 

Q.  Do  you  deal  in  foreign  sugars? — ^A.  No;  I  do  not  think  there  is  any  foreign 
flfuear  inx>orted  under  the  new  tariff  bill,  or  if  there  is  it  is  very  little. 

Q.  I  was  thinking  of  raw  sugar.  Do  }rou  deal  in  raw  or  beet  sugar? — ^A.  No;  I 
do  not  think  any  wholesale  grocer  deals  in  raw  sugar. 

ARRANGEMENTS  FOR  SELUNQ  OTHER  KINDS  OF  QOODS. 

Q.  Have  you  had  or  do  you  now  have  any  similar  arrangement  with  reference 
to  selling  other  lines  of  products  besides  sugar? — A.  Yes. 

Q.  Could  you  give  us  some  other  instances?— A.  Babbitt's  soap,  Boyal  baking 
powder,  and  a  large  line  that  I  do  not  now  recollect. 

Q.  Supx)06e  you  tell  us  about  those  two.  Under  what  conditions  do  you  sell 
BaDbitt's  soap? — ^A.  We  buy  it  at  $4—1  do  not  know  what  the  price  is — and  are 
allowed,  when  we  make  a  remittance  to  take  off  25  cents  a  box  if  we  send  a  state- 
ment that  we  have  sold  it  at  no  less  than  $4. 

Q.  You  send  a  statement  to  that  effect?— A.  Yes.  There  is  no  affidavit.  We 
send  a  simple  statement;  they  adopted  terms  of  sale.  There  is  no  agreement 
between  us  of  any  name  or  nature.  The  Royal  Baking  Powder  Company  give  us, 
at  the  end  of  the  year,  5  cents  off,  if  we  do  not  sell  for  less  than  we  have  paid. 

Q.  Do  you  have  to  sign  a  statement  as  to  that? — ^A.  No;  I  do  not  think  we  do. 
There  is  no  statement  we  have  to  sign.  I  have  never  signed  one.  There  may  be, 
posaiUy,  but  I  never  saw  one. 

Q.  Have  you  any  forms  of  bills  or  agreements  vrithyou? — ^A.  No. 

Can  you  furnish  them  to  the  commission? — ^A.  Yes;  I  can  mail  you  some. 
Will  you  mail  us,  in  the  first  place,  a  statement  of  the  forms  in  which  you 
receive  your  bills  from  the  sugar  companies  now? — A.  Yes. 

Q.  If  you  can,  will  you  send  us  the  form  you  had  when  under  the  rebate  system, 
with  the  affidavit  form? — ^A.  I  suppose  I  can  do  that,  if  we  have  got  it  in  the  office. 
I  do  not  know  whether  they  will  give  it  to  me  at  the  sugar  refinery.  I  will  go 
through  the  desk. 

Q.  Will  you  also  furnish  us  the  form  of  agreement  you  say  you  have  with  Bab- 
bitt's and  the  Royal  Baking  Powder  Company,  so  that  we  may  see  how  they  cor- 
respond?— ^A.  Yes. 

Q.  Will  you  be  kind  enough  to  mail  those  to  us  in  a  day  or  two?— A.  Yes; 
witnin  two  or  three  days. 

[Mr.  Smith  was  unable  to  furnish  the  exact  forms  asked  for  above.  He  fur- 
nished the  following  as  substitutes.] 

Preamble  and  resolutions  offered  by  Q.  Waldo  Smith,  president  Wholesale  Grocers*  Associa- 
tion, New  York  and  vicanity. 

Whereas  a  very  large  and  ever-increasing  proi)ortion  of  the  goods  handled  by 
the  wholesale  grocers  are  manufactured  articles  of  uniform  quality  and  quantity 
in  each  package ;  and 

Whereas  under  the  laws  of  modem  comx)etition  it  is  impossible  to  obtain  a 
profit  on  such  goods ;  and 

Whereas  it  can  not  be  expected,  nor  is  it  right,  that  either  the  jobber  or  the 
retailer  should  aid  the  manufacturer  in  placing  his  goods  in  the  hands  of  the  con- 
sumer, unless  he  obtain  a  reasonable  and  adequate  remuneration  for  the  service 
he  performs ;  hence,  the  real  relation  between  ^e  manufacturer,  the  jobber,  and 
the  retailer  is  one  that  calls  for  careful  consideration  at  the  hands  of  all  concerned. 

The  right  of  the  manufacturer  to  sell  directly  to  the  consumer,  or  to  reach  the 
consumer  through  the  retailer  alone,  can  not  be  questioned.  The  only  question 
that  we  can  en)ect  the  manufacturer  to  consider  is :  How  can  he  place  his  goods 
in  the  handa  of  the  consumer  with  the  least  cost  and  trouble  to  himself?    if  he 


60  HEARINGS    BEFORE   THE    INDUSTRIAL   COMMISSION. 

wiflhes  to  reach  and  supply  a  million  consumers,  he  can  deal  directly  with,  say 
250,000  families,  or  with  about  4,000  retailers,  or  with  about  80  jobbers.  To  deid 
directly  with  private  families  is  manifestly  impossible  for  the  large  manufacturer. 
To  deal  directly  with  4,000  retailers  for  each  million  of  consumers  involves  an 
outlay  for  salesmen,  clerks,  credit  clerks,  lawyers,  delivery  wagons,  etc.,  and  an 
amount  of  detail,  also  losses  from  bad  debts  that  few  manufacturers  can  under- 
tEike,  or,  at  least,  except  in  their  Jiome  city.  To  reach  a  milUon  consumers 
through  about  80  jobbers  is  a  task  that  can  easily  be  accomplished,  and  entirely 
within  the  reach  of  a  successful  manufacturer. 

Some  manufacturers  deal  directly  with  large  retailers  who  discount  their  bills, 
but  expect  the  jobbers  to  serve  the  smaller  retailers  who  do  not  pay  so  promptly. 
This  is  manifestly  unjust  and  unfair  to  the  jobber. 

The  jobber  acts  as  distributing  agent  for  a  large  number  of  manufacturers,  and 
has  a  plant  adapted  to  that  special  work. 

Under  the  laws  that  govern  competition  the  hundredth  man — and  he  may  be  a 
very  small  dealer  at  that — can  make  the  price  at  which  his  99  competitors  must 
sell  all  goods  of  the  class  above  enumerated.  All  experience  proves  conclusively 
that  where  no  protection  is  afforded  by  the  manufacturer,  such  ^oods  are  soon 
sold  at  about  net  cost,  and  hence  involves  a  loss  of  nearly,  or  qmte,  the  cost  of 
handling  them.  Now,  while  the  individual  jobber  may  be  a  philanthropist,  yet 
he  certamly  is  not  doing  business  for  the  good  of  the  people,  and,  like  aU  otner 
men,  he  is  in  business  solely  and  alone  for  the  purpose  of  making  money;  and, 
while  he  may  carry  in  stock  some  goods  that  do  not  pay  a  profit,  he  certainly  does 
not  push  their  sale,  and  is  either  endeavoring  to  prepare  some  article  that  wHl 
take  their  place,  or  else  substitute  an  article  that  will  pay  a  profit. 

Now,  the  experience  of  the  last  10  years  of  associated  effort  has  proven  conclu- 
sively that  it  is  possible  to  adopt  a  plan  that  will  not  only  control  the  hundredtii 
man,  and  enable  not  only  his  09  competitors,  but  he  himself,  also,  to  obtain  a 
reasonable  recompense  for  the  service  he  x)erf orms. 

Our  experience  also  proves  that  half-way  measures  that  hold  the  honorable 
merchant,  but  do  not  control  the  man  who  seeks  to  obtain  an  advantage  over  his 
competitors  by  dishonorable  means,  are  far  worse  than  none,  and  should  not  be 
tolerated  for  a  moment. 

What  we  want  is  a  system  that  will  be  absolutely  maintained  by  the  manufac- 
turer, even  if  it  involves  trouble  and  expense,  and,  perhaps,  the  occasional  loss 
of  a  customer.  We  believe  that  such  a  system  can  be  found,  and  we  believe  that 
the  true  interest  of  the  manufacturer  would  be  best  conserved  by  adopting  such 
terms  of  sale  as  could  be  rigidly  enforced. 

We  further  believe  that  all  self-respecting  jobbers  should  refuse  to  carry  goods 
in  stock  on  which  a  profit  can  not  be  obtained ;  and  that  where  manufacturers 
will  not  do  all  in  their  power  to  protect  the  jobber  from  the  nefarious  and  destruc- 
tive work  of  the  cutter,  that  they  should  oe  X)ennitted  to  deal  directly  with  the 
consumer. 

Of  the  wisdom  of  the  manufacturers  adopting  such  terms  of  sale  as  will  interest 
the  jobber,  there  can  be  no  doubt,  if  for  no  other  reason  than  that  the  jobber  dis- 
tributing for  many  manufacturers  can  do  it  at  much  less  cost  than  the  manufac- 
turer can  do  it  for  himself. 

Of  the  (][uestion  of  its  justice,  it  is  only  necessary  to  say  that  anv  system  of 
doing  business  which  compels  anyone  to  perform  a  service  for  the  public  without 
a  reasonable  remuneration  is  opposed  to  a  wise  public  policy  and  the  best  interests 
of  all  the  people. 

Of  the  legality  of  the  limited  price  and  rebate  system,  or  the  factor  system,  there 
can  be  no  doubt,  as  no  law  ever  has  been  or  can  be  passed  that  will  prevent  a 
manufacturer  adopting  such  terms  of  sale  as  will,  in  his  judgment,  best  subserve 
his  own  interests,  provided  that  they  are  uniform  and  work  no  injustice  to  any 
one  class  of  buyers. 

Therefore,  in  view  of  the  foregoing,  be  it 

Besolvedf  That  this  convention  believes  that  a  limited  price  and  rebate  system 
is  necessary  jjust,  and  in  the  interest  of  all  concerned. 

Beaolved,  That  a  committee  of  5  be  appointed  to  consider  all  systems  now  in 
vogue  and  to  prepare  such  a  system  as,  in  their  judgment,  will  be  to  the  interest 
of  all  concerned,  and  then  endeavor  to  procure  its  ardoption  by  all  manufacturers 
whose  goods  we  handle. 

[Office  of  New  York  State  Wholesale  Grocen'  Aaeoclatlon,  0  Harrison  street,  New  York.] 

Gentlbmen:  At  a  convention  of  wholesale  grocers,  held  at  Niagara  Falls,  June 
7  and  8, 1898,  t^e  undersigned  were  appointed  a  committee,  with  instructions  to 
endeavor  to  bring  about  such  changes  m  the  present  system  of  handling  manu- 
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'  factnred  and  proprietaxy  articles  as,  after  full  investigation,  might  seem  for  the 
best  interest  ot  both  mannf  actnrers  and  jobbers. 

As  preliminary  work,  a  copy  of  preamble  and  resolutions  adopted  at  the  con- 
Tention,  with  a  circular  letter  asking  for  the  opinion  of  mannfactnrers  and  job- 
bers on  5  questions  propounded,  were  sent  out  to  aU  parties  interested. 

We  hare  reoeivea  a  large  number  of  answers  from  wholesale  grocers,  every  one 
of  which  assures  the  committee  of  their  anproval  of  the  movement;  most  of  them 
expressing  their  ijreference  for  an  ironclad  agreement,  if  one  could  be  devised, 
and  promising  their  hearty  cooperation  in  carrying  out  any  measures  that  might 
be  adopted  that  would  improve  the  condition  of  the  trade,  and  as  far  as  xwssiole 
put  an  end  to  the  nefarious  and  ruinous  work  of  the  cutter. 

We  also  received  a  large  number  of  replies  from  manufacturers.  One  said  that 
he  had  never  tried  a  rebate  or  factor  s;fstem,  and  hence  could  not  give  any 
advice.  A  number  said  they  had  never  tried  one,  but  earnestly  desired  to  do  so 
if  one  could  be  submitted  that  seemed  workable. 

Many  of  the  largest  and  best  known  manufacturers,  having  business  relations 
with  the  entire  country,  and  well  known  to  all  grocers,  said  they  were  doing  their 
business  under  a  rebate  or  factor  system  and  had  been  for  some  years;  had  found 
it  satisfactory  and  proposed  to  continue  it,  and  would  gladly  adopt  any  improved 
system  that  might  De  sxiggested. 

If  it  were  not  for  the  fact  that  it  would  make  this  report  too  voluminous,  we 
would  like  to  quote  from  many  of  them,  but  will  only  give  short  extracts  from 
6  of  the  best  known  and  largest  manufacturers*  replies. 

One  from  Pennsylvania  says:  *'  We  are  satisfied  that  an  improvement  can  be 
made  upon  our  plan  and  are  anxious  to  formulate  an  agreement  mutually  bene- 
ficial to  manufacturers  and  dealers." 

One  from  Indiana  says:  *  *  We  have  always  believed  the  rebate  svstem  to  be  a  good 
Udng  for  the  manufacturers  and  jobbers,  and  we  are  in  favor  of  any  satisfactory 
system  which  vou  may  devise." 

One  from.  Illinois  says:  ''We  appreciate  the  value  of  the  cooperation  of  the 
wholesale  grocery  trade,  and  no  effort  on  our  part  will  be  spared  to  make  them  a 
medium  through  which  to  supply  the  retailers  with  our  sx>ecialty  products." 

One  &om  New  York  says:  *' We  hold  that  the  master  key  to  the  situation  is 
found  in  the  hands  of  the  manufacturer,  and  in  his  alone,  because  he  acts  clearly 
within  his  constitutional  rights,  when  he  chooses  his  customers  and  when  he 
elects  not  to  sell  his  product  to  price  cutters.  The  legality  of  his  act  can  not  be 
successfully  assailed  from  any  quarter." 

One  from  Pittsburg  says:  *'  We  are  very  much  pleased  to  see  this  movement. 
We  have  been  advocates  of  the  rebate  system  for  many  years." 

One  from  Ohio  says:  * '  We  beg  to  advise  the  committee  through  you  that  we  are 
in  hearty  sympathy  with  every  effort  of  the  wholesale  grocers  in  their  attempt 
to  devise  a  system  which  will  enable  them  to  sell  our  products  and  other  staple 
specialties  at  a  price  that  will  offer  them  a  le^timate  profit,  and  will  ^laoly 
cooperate  with  them  in  a  movement  in  this  direction  to  the  extent  of  our  ability." 

As  a  result  of  our  study  of  the  situation,  we  have  decided  to  submit  as  follows: 

We  hereby  fuller  indorse  the  plan  for  selling  sugar,  known  as  the  factor  and 
equity  system,  as  it  was  managed  in  the  early  years  of  the  movement,  when  rebate 
checks  were  not  sent  until  affidavits  had  been  received.  With  this  requirement 
restored,  we  doubt  if  the  plan  could  be  greatly  improved  upon. 

For  handling  other  articles,  we  have  selected  and  formulated  three  plans,  giv- 
ing  our  first  preference  to  No.  1,  our  second  to  No.  2,  and  our  third  to  No.  8. 

vHien  at  au  possible,  we  believe  that  the  equity  system  should  be  introduced 
(our  secretary  will  explain  this  to  those  not  famihar  with  it) ,  and  where  this  can 
not  be  done,  the  country  should  be  divided  into  sections  and  different  prices  made 
to  equalize  the  freight  rates,  as  is  now  done  by  some  of  our  largest  manufactur- 
ers. We  believe  that  either  system  prox>osed  will  work  to  the  benefit  of  all  con- 
cerned, if  strictly  enforced  by  the  manufacturers,  but  not  otherwise,  and  we 
again  repeat  what  was  said  in  the  preamble  and  resolutions  passed  at  Niagara, 
i.  e. : 

*'  That  any  halfway  measures  that  hold  the  honorable  merchant,  but  does  not 
control  the  man  who  seeks  to  obtain  an  advantage  over  his  competitors  by  dis- 
honorable means,  are  far  worse  than  none  and  should  not  be  tolerated  for  a 
moment." 

We  respectfully  ask  all  manufacturers  to  give  this  communication  careful  and 
thoughtful  consideration,  and  if  they  have  not  yet  adopted  a  rebate  system  to 
adopt  one  of  the  three  submitted,  or  d  these  do  not  have  their  full  approval  to 
adopt  one  of  their  own  that  will  accomplish  the  same  results;  and  we  sdso  ask  all 
wholesale  grocers  whom  we  represent,  and  in  whose  interest  we  are  worldng,  to 
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cooperate  with  us  in  putting  an  end,  kg  far  as  possible,  to  the  ruinous  and  destruc- 
tive work  of  the  cutter. 

We  recommend  to  all  associations  the  passage  of  resolutions  offering  a  large 
reward  for  the  detection  and  exposure  of  anyone  who  willfully  cuts  the  price  of 
any  limited  article. 
Respectfully  submitted. 

G.  Waldo  Smith,  New  York, 
W.  J.  Seaver,  Boston,  Mass,, 
J.  F.  Grinsted,  Louisville,  Ky., 
Horace  C.  Brewster,  Rochester,  N.  Y., 
F.  W.  Hannahs,  Newark,  N.  J., 

Committee. 

[Form  No.  1.— Contract  goverrang  sale  of  John  Doe  A  Co.'b  goods.] 

First.  We  promise  and  agree  not  to  sell,  or  cause  to  be  sold  for  less  than  the 
card  rates  now  in  force,  the  different  brands  and  grades  of  soap  manufactured  by 
John  Doe  &  Co.,  directly  or  indirectly,  either  by  rebates,  commissions,  payment 
of  freight,  allowing  a  greater  discount  for  spot  cash  than  1  per  cent,  selling  the 
said  goods  on  longer  time  than  thirty  days,  allowing  anyone  not  solely  and  entirely 
in  our  employ  a  commission  or  allowance  of  any  kind  for  turning  orders  for  said 
goods  over  to  us  to  be  filled,  or  otherwise. 

Second.  Should  any  change  be  made  by  John  Doe  &  Co.  in  the  price  of  any  of 
their  brands,  we  agree  to  conform  to  the  new  price  immediately  ux>on  receipt  of 
the  advice  of  the  change. 

Third.  We  further  agree  that  when  requested  by  John  Doe  &  Co.  we  will  refuse 
to  sell  at  any  price,  loan,  or  exchange  for  other  goods,  goods  of  their  manufacture 
to  any  dealer  who  has  or  has  not  signed  an  agreement  similar  to  this  who  is  sell- 
ing or  has  sold  their  goods  for  less  than  their  established  card  or  profitable  rates. 

Fourth.  We  further  agree  that  when  a  charge  of  violating  this  contract  shall 
be  made  against  us,  and  we  are  asked  by  Jomi  Doe  &  Co.  for  the  name  of  the 
person  who  made  the  sale  in  question,  we  will  give  them  the  name  and  such  other 
particulars  as  they  may  desire.  Refusal  on  our  part  shall  be  conclusive  evidence 
against  us  that  the  charge  is  true,  and  we  will  then  pay  $50  to  John  Doe  &  Co. 

Fifth.  We  also  agree  that  when  anvone  in  our  employ  is  accused  of  violating 
this  contract,  and  such  employee  shall  be  requested  oy  John  Doe  &  Co.  to  make 
an  affidavit  under  oath  or  affirmation  denying  the  accusation  against  him,  refusal 
on  his  part  to  make  such  affidavit  shall  be  conclusive  evidence  against  him  that 
the  charge  is  true,  and  we  will  then  pay  $50  to  John  Doe  &Co. 

Sixth.  John  Doe  &  Co.  agree  to  pay  tne  $50  collected  unoer  the  fourth  and  fifth 
clauses  of  this  contract  to  the  pames  making  or  furnishing  proof  of  any  such 
charges. 

Seventh.  John  Doe  &  Co.  further  agree  not  to  furnish  their  goods  to  any  firm 
who  has  sold  or  whose  salesmen  have  sold  c'oods  of  their  brand  for  less  than  the 
established  price  until  the  fine  of  $50  is  paid,  either  by  the  house  or  by  the  sales- 
man who  niade  the  sale. 

This  agreement  is  to  take  effect  on  and  after ,  189    . 

(Sign  here)  

John  Doe  &  Co. 

Please  date,  sign,  and  return,  as  no  orders  will  have  attention  until  this  agree- 
ment has  been  entered  into. 

[Form  No.  2.— Agreement  regulating  the  sale  of  goods  manufactured  by  John  Doe  A  Ck>.] 

We,  the  undersized,  hereby  promise  and  agree  with  John  Doe  &  Co.  that  we 
will  not  sell,  nor  will  we  allow  our  employees  or  agents  to  sell,  either  directly  or 
indirectly,  any  goods  under  the  *'  Hobson  "  brand  for  less  than  the  prices  estab- 
lished by  them  for  said  goods,  or  upon  other  terms  or  conditions  than  herein 
given. 

Should  any  change  be  made  by  John  Doe  &  Co.  in  the  prices  of  their  brand  of 
goods,  we  agree  to  conform  to  the  new  price  inmiediately  upon  receipt  of  advice 
of  the  change. 

We  also  agree  that  under  no  circumstances  will  we  give  longer  time  than  thirty 
days,  and  no  greater  discount  than  1  per  cent  for  cash  if  -psdd  within  ten  days 
after  delivery  of  the  goods. 

We  further  expressly  agree,  that  in  the  event  of  it  being  charged  that  a  sale  or 
sales  have  been  made  oy  ourselves,  employees,  or  agents,  at  ijrices  or  terms  that 
do  not  conform  strictly  with  this  contract,  both  in  spirit  and  in  fact,  we  will  for- 
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f eit  and  waive  all  oar  right  to  and  interest  in  any  trade  discounts  that  may  be  due 
ns,  unless  we  can  prove  the  charge  untrue  to  the  satisfaction  of  John  Doe  &  Co. 
,189 


(Signed)  . 

[Form  Ko.  3.— Noiioe  to  jobbers.] 

On  and  after  May  1, 1898,  our  **  Dewey  "  soap  will  be  sold  as  follows : 

A  uniform  price  of  $4  per  case  will  be  charged  to  all  buyers  in  anv  quantity 
sold.  To  jobbing  grocers  who  purchase  100  case  lots,  and  who  do  not  sell  the  same 
for  less  than  the  purchase  price,  and  who  sign  and  remit  affidavit  at  the  end  of 
each  month  that  they  have  in  good  faith  maintained  the  selling  price,  we  propose 
to  remit  on  the  10th  of  each  month  a  sum  equal  to  40  cents  per  case  for  all  goods 
bought  during  the  previous  month. 

It  any  complaint  is  received  that  the  buyer  has  cut  the  price  in  any  way,  we 
will  withhold  the  rebate  until  satisfactory  proof  is  furnished  that  the  charge  is 
not  true ;  and  if  proved  true  to  our  satisfaction,  we  will  withhold  it  altogether. 

We  reserve  the  right  to  discontinue  all  rebates  at  any  time  without  notice,  and 
desire  to  have  it  distinctly  understood  that  the  above  proposition  is  in  no  sense  an 
agreement  on  our  XMirt,  but  simply  an  effort  to  interest  the  jobbers  in  the  sale  of 
our  goods  and  to  see  that  they  are  paid  for  any  service  they  perform  for  us  in  the 
distribution  of  our  product. 


■,189 
(Signed) 


CEETIFICATE. 


We  hereby  certify  that  we  have  not,  nor  to  the  best  of  our  knowledge  and 
belief  has  any  member,  salesman,  or  any  person  employed  by  us,  or  connected 
with  us,  sold  any  soap  made  by  John  Doe  &  Co.  at  a  price  less  than  the  price 
adopted  by  said  John  Doe  &  Co.  as  their  schedule  price,  or  accepted  any  dimin- 
ished price,  either  directly  or  indirectly  by  means  of  device,  or  return  rebate, 
commission,  discount,  allowance,  or  otherwise,  nor  made  nor  had  with  any  per- 
son any  promise,  agreement,  or  understanding,  expressed  or  implied,  whereby 
such  diminished  price  would  be  in  fact  accepted  or  received  by  us,  either  directly 
or  indirectly. 

Dated, ,  189    . 

AFFIDAVIT. 

State  of ,  county  of ,  88 : 

,  being  duly  sworn,  deposes  and  says  that  he  is  a  member  of  the 

firm  of ,  and  that  he  has  not,  nor  has  the  firm  of  which  he  is  a  mem- 
ber, sold,  nor  have  they  permitted  their  representatives  or  employees  to  sell,  nor 
have  they,  after  a  full  and  thorough  investigation  of  all  their  transactions,  sold 

John  Doe's  flour  to below  the  card  or  contract  price  in  force  on  and 

since  the  aforesaid  date,  either  directly  or  indirectly,  by  payment  of  freights ;  by 
rebate,  in  cash  or  in  any  other  manner ;  by  drawbacks ;  by  gift,  gifts,  or  promise 
of  such ;  by  payment  of  commissions  or  brokerage,  either  to  the  purchaser  or  to 
persons  not  solely  and  regularly  in  the  employ  of  his  fanoo. ;  nor  under  pretense  of 
paying  lost  bets ;  by  allowing  a  greater  discount  than  2  per  cent  for  spot  cash,  or 
oy  selling  John  Doe's  flour  on  longer  time  than  sixty  days ;  by  the  sale  of  other 
goods  at  less  than  the  usual  price,  or  the  purchase  of  other  goods  at  more  than 
the  ordinary  price,  having  an  understanding  with  the  interested  parties,  express 
or  implied,  that  such  was  done  in  order  to  sell  John  Doe's  flour  for  less  than  the 
card  or  contract  price ;  to  sell  a  certain  quantity  at  the  price  for  that  quantity 
and  make  more  than  one  delivery  of  the  lot,  or  to  divide  the  payments  so  as  to 
make  it  equivalent  to  more  than  one  delivery  of  the  lot ;  by  the  sale  of  a  certain 
quantity  of  John  Doe's  flour  at  the  price  for  that  quantity  with  the  knowledge 
that  a  c&vision  of  the  lot  was  to  be  made  between  two  or  more  buyers,  to  enable 
each  to  procure  the  said  flour  for  less  than  the  contract  or  list  price  for  the  quan- 
tity each  would  receive ;  by  having  an  understanding  with  his  said  firm,  or  with 
any  of  its  employees,  to  bill  a  less  quantity  of  goods  than  actually  shipped,  or  to 
bill  other  brands  of  fiour  at  a  lower  price  than  John  Doe's  flour,  supplying  said 
John  Doe's  brands  in  lieu  of  those  so  billed,  or  in  any  other  manner.  l?hat  he  is 
not  now,  nor  is  his  said  firm,  or  any  of  its  employees,  under  promise  or  obligation 
to,  nor  have  they  an  understanding  with  any  person  or  persons,  to  do  any  of  the 
above  acts  whereby  the  price  on  sales  already  made  would  be  reduced  below  the 
card  price  in  force  at  this  time  and  since  the  aforesaid  date ;  and  that  he  makes 
this  affidavit  without  any  mental  reservations  whatsoever. 

Sworn  to  before  me  this day  of ,  in  the  year  189    . 
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[Office  of  New  York  State  Wholesale  Qrocen'  AasocUtion,  0  Harrison  street.  New  York.] 

New  York,  October  3, 1898. 

Qentlemen:  In  a  letter  of  recent  date  we  stated  that  we  had  prepared  a  circu- 
lar letter  and  three  formulas  for  a  limited  price  or  factor  system,  and  sent  copies 
to  all  manufacturers  of  goods  of  the  kind  susceptible  to  being  handled  in  that 
manner,  with  the  request  that  they  adopt  one  of  tne  three  systems,  or  some  mod- 
ification of  them  that  would  accomplish  the  same  results.  This  marks  a  new  era 
in  the  trade;  for  while  for  many  years  there  has  been  a  ^neral  and  oft-expressed 
demand  on  the  part  of  the  wholesale  grocers  for  the  adoption  of  some  system  of  the 
kind,  yet  no  definite  plan  has  ever  been  formulated  and  submitted,  and  while 
many  manufacturers  have  adopted  a  plan  of  their  own,  yet  it  has  usually  been 
without  concert  with  their  customers,  the  wholesale  grocers,  and  no  two  plans 
have  b€Nen  alike.  While  some  have  been  reasonably  successful,  others  have  failed 
to  accomplish  the  desired  end,  and  some  have  been  worse  than  none,  as  they  held 
the  honorable,  covenant-keeping  merchant  to  a  fixed  price,  while  permitting  the 
cutter  to  obtain  an  unfair  and  dishonorable  advantage  over  his  competitors  in 
trade. 

The  three  plans  submitted  have  the  unanimous  indorsement  of  representatives 
from  thirty-four  States,  and  all  the  numerous  letters  received  from  various  sec- 
tions of  the  country  give  their  approval  of  them  and  express  an  earnest  desire  for 
their  adoption  by  all  manufacturers. 

Some  doubt  or  question  has  been  raised  as  to  their  legality  in  some  States.  The 
inclosed  copy  of  an  editorial  found  in  the  Journal  of  Commerce  and  Commercial 
Bulletin,  under  date  of  August  26, 1898,  shows  conclusively  that  manufacturers 
have  a  right  to  adopt  terms  of  sale. 

You  will  observe  that  neither  of  the  formulas  has  any  relation  whatever  to  an 
association,  neither  are  they  contracts  between  any  two  buyers. 

No.  1  is  the  form  used  by  Proctor  &  Gamble,  and  was  prepared  and  used  by 
them  long  before  any  wholesale  grocers'  associations  were  organized,  and  has 
worked  admirably. 

No.  2  is  the  form  used  by  another  large  manufacturer,  with  some  slight  modi- 
fications.   They  are  both  simply  contracts  between  buyer  and  seller. 

No.  3  provides  for  no  contract  whatever.  The  seller  simply  agrees  with  him- 
self, by  nimself ,  and  for  himself  thajt  if  the  buyer  does  not  sell  the  goods  for  less 
than  he  pays  for  them  (men  calling  themselves  merchants  have  sometimes  done 
so) ,  that  ne  will  reward  him  for  the  service  performed  for  him  in  helping  to  place 
Ids  goods  in  the  hands  of  the  retailer.  Any  law  that  would  deny  this  privilege 
to  the  seller  would  deny  the  right  of  contract,  and  would  unquestionably  be 
unconstitutional. 

The  system  is  not  only  legal,  but  is  also  fair,  reasonable,  and  right,  as  we  have 
divine  authority  for  saying  that  **  the  laborer  is  worthy  of  his  hire." 

Some  letters  received  convey  the  impression  that  the  writers  think  that  your 
committee  can  secure  the  adoption  of  one  of  these  formulas  by  all  manufacturers 
at  once.  This  is  a  great  mistake,  as  while  your  committee  is  willing  and  anxious 
to  do  all  in  their  power  by  correspondence  and  by  i>ersonal  interviews  to  secure 
the  adoption  of  these  forms  by  all  manufacturers,  you  must  remember  that  they 
are  men  whose  interests  are  no  gn*eater  than  yours,  and  can  not  be  expected  to  give 
all  their  time  working  for  the  good  of  the  trade  in  general. 

If  any  material  improvement  is  secured,  it  must  be  the  result  of  persistent  and 
continuous  effort  on  the  part  of  a  very  large  number  of  wholesale  Grocers.  If  you 
and  your  buyers  should  keep  copies  of  these  papers  before  you,  and  when  making 
purcnases  would  urge  the  aaoption  of  one  of  tne  formulas  upon  the  manufacturers, 
they  would  soon  come  to  see  tne  advantage  of  complying  with  the  wishes  of  their 
principal  customers,  and  the  ones  upon  whom  they  mainly  depend  to  aid  them  in 
the  distribution  of  their  product. 

Copies  of  all  papers  issued  can  be  obtained  from  Mr.  L.  P.  Lyon,  6  Harrison 
street,  New  York. 

Hoping  to  have  your  earnest  cooi)eration  in  this  very  important  matter,  we 
remain, 

Yourd,  truly, 

G.  Waldo  Smith. 
Horace  C.  Brewster. 
F.  W.  Hannahs. 
W.  J.  Seaver. 
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[New  York  State  WholeHale  Grooem'  Aasociatioii.     Office,  0  HarriBon  street.  New  York  City.] 

New  York,  October  ^,  1898. 

Gentlemen  :  In  the  numerous  letters  received  from  manufacturers  in  reference 
to  our  circular  letter  sent  out  over  the  signatures  of  a  committee  apx)ointed  at  the 
convention  of  wholesale  grocers  held  at  Niagara  Falls  in  June  last,  several  have 
expressed  doubt  as  to  the  leptlity  of  the  forms  submitted.  This  is  a  matter  that 
has  received  careful  attention  at  the  hands  of  the  committee,  eminent  counsel 
have  been  consulted,  and  the  conclusion  reached  that  either  the  factor  system, 
now  in  use  by  some  of  the  largest  manufacturers  in  the  country,  or  the  limited 
price  system,  as  per  forms  Nos.  1,2,  and  8,  as  per  inclosed  copies,  are  unquestion- 
ably legal  and  can  not  be  succesiaf ully  attacked  by  the  laws  of  any  State  in  the 
Union. 

The  inclosed  clipping  from  the  Journal  of  Commerce,  under  date  of  August  26, 
very  nearly  expresses  tne  views  of  the  committee. 

You  will  observe  that  neither  of  the  formulas  has  any  relation  whatever  to  an 
association ;  neither  are  they  contracts  between  any  two  buyers. 

No.  1  is  the  form  used  by  Proctor  &  Gkunble,  and  was  prex)ared  and  used  by 
them  long  before  any  wholesale  grocers'  associations  were  organized,  and  has 
worked  admirably. 

No.  2  is  the  form  used  by  another  large  manufacturer,  with  some  slight  modi- 
fications.   They  are  both  simply  contracts  between  buyer  and  seller. 

No.  3  provides  for  no  contract  whatever;  the  seller  simply  agrees  with  himself, 
by  himself,  and  for  himself  that  if  the  buyer  does  not  sell  tne  goods  for  less  than 
he  pays  for  them  (men  calling  themselves  merchants  have  sometimes  done  so) , 
that  ne  will  reward  him  for  the  service  performed  for  him  in  helping  to  place  his 
goods  in  the  hands  of  the  retailer.  Any  law  that  would  deny  this  privilege  to  the 
seller  would  deny  the  right  of  contract,  and  would  unquestionably  b^ unconsti- 
tutional. 

The  plans  submitted  work  automatically  and  do  not  at  any  place  require  the 
assistiuice  of  the  courts,  but  depend  for  their  working  upon  tne  penalty  which 
the  seller  can  enforce  without  the  assistance  of  constituted  authority. 

The  factor  system  is  simply  terms  of  sale  adopted  by  the  seller  and  accepted  by 
the  buyer. 

This  system  was  fully  explained  by  the  chairman  of  this  committee  and  others 
to  the  Lexow  trust  investigating  commission,  and  it  was  found  not  only  that 
there  was  no  law  on  the  statute  books  that  could  reach  it,  but  that  any  law  that 
could  be  passed  that  would  deny  the  manufacturer  the  right  to  make  his  own 
terms  witn  the  buyer  would  also  deny  the  privilege  of  making  a  contract  for  the 
sale  of  a  house  or  a  horse. 

It  was  claimed  before  the  committee  that  the  factor  system  was  not  only  legal, 
but  that  it  was  fair,  reasonable,  and  right,  and  the  claim  has  never  been  ques- 
tioned to  the  knowledge  of  the  undersigned. 

We  aeain  respectfully  call  your  attention  to  the  papers  inclosed  and  to  the 
views  therein  expressed,  and  if  you  have  not  alrei^dy  adopted  a  system,  it  is 
hoped  that  you  will  give  the  matter  the  consideration  wnich  we  believe  it 
deserves  at  your  hands. 
Yours,  very  truly, 

G.  Waldo  Smith,  Chairman. 
Horace  C.  Brewster. 
F.  W.  Hannahs. 
W.  J.  Seaver. 

Q.  Are  there  any  other  manufacturers  of  soap  with  whom  you  have  similar 
terms  of  sale? — ^A.  Yes. 

Q.  (By  Senator  Mallory.)  In  the  event  that  this  soap,  that  you  get  from  Bab- 
bitt, were  not  sold  at  the  price  agreed  upon  with  the  manufacturer,  what  would 
the  result  be? — ^A.  The  fact  is  tlu^t  not  half  of  it  is  sold  at  that  price  and  there  is 
no  result ;  they  take  off  25  cents  just  the  same ;  it  is  not  enforced.  I  have  been 
at  their  office  for  the  last  2  years,  once  a  montii,  and  tried  to  get  them  to  enforce 
it  but  I  cannot ;  they  will  not  give  it  any  consideration. 

Q.  (ByMr.  Jenks.)  Still  they  will  give  you  the  25  cents  off?— A.  They  will  bill 
it  at  25  cents  more  than  they  propose  to  get  and  we  get  the  chance  to  make  it. 

Q.  Are  there  any  other  manufacturers  that  make  a  similar  agreement  and 
ixtastupon  it? — ^A.  Proctor  and  Gamble  are  the  original  factor  system  men. 
They  invented  it  and  put  it  in  force  10  years  before  there  was  any  wholesale  gro- 
cers^ association,  and  it  is  the  most  carefully  and  religiously  kept  of  any  rebate 
system  to-day. 
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Q.  They  are  keeping  it  up  rigidly  ? — ^A.  Oh,  yes,  they  are  holding  them  up  to  it, 
and  if  they  could  nnd  a  man  anywhere  in  the  United  States  selling  5  cents  less 
than  the  agreement,  he  would  be  find  $50  forfeit,  which  would  be  paid  to  some 
charitable  institution,  while  he  would  not  be  sold  any  more  soap.  That  is  one 
rebate  system  that  is  faithfully  kept. 

Q.  Canyon  give  us  a  copy  of  that? — A.  No* 

Q.  Do  you  buy  your  soap  from  them  ? — A.  We  buy  from  their  agent  in  New 
York.    I  will  try  to  get  one;  I  do  not  know  whether  I  can  or  not. 

O.  Do  the  different  soap  manufacturers,  Pi'octor  &  Gamble,  Babbitt,  etc.,  sell 
under  agreement  with  reference  to  this  system  at  all  ? — ^A.  No,  they  have  no  agree- 
ment ;  tney  have  simply  adopted  these  terms  of  sale. 

Q.  Well,  have  they  adopted  them  in  unison  or  has  each  company  acted  for 
itself? — A.  Each  company  for  itself. 

Q.  How  is  it  with  reference  to  the  baking  powder  companies  ? — ^A.  They  are  all 
consolidated ;  but  before  the  consolidation,  the  Davis  Baking  Powder  Company 
and  the  Cleveland  Baking  Powder  Company  gave  us  10  per  cent  rebate.  There 
was  a  statement  required,  I  think,  but  not  an  affidavit.  The  Cleveland  Company 
gave  us  6  per  cent  rebate.  Now,  I  think,  they  are  all  consolidated.  I  do  not 
know  wheuier  the  Davis  is  in  or  not.  That  is  an  alum  baking  powder ;  I  do  not 
think  it  is. 

Q.  Do  you  think  the  agreement  is  now  uniform  for  most  of  the  baking  powder 
companies? — A.  I  do  not  know  that  the  new  corporation  has  adopted  any  system, 
but  have  been  told  by  their  agent  that  we  woida  still  get  our  5  per  cent. 

Q.  (By  Senator  Mallory.)  You  say  there  was  no  agreement  or  understanding 
between  the  manufacturers  of  soap  and  yourselves  in  regard  to  maintaining  the 
prices.  Is  it  a  fact  that  the  soap  was  sold  at  different  prices  by  wholesale  gro- 
cers?— A^  Yes. 

Q.  According  to  their  agreement  with  different  manufacturers  ? — ^A.  No ; 
according  to  their  own  desire  to  get  trade.    If  you  will  allow  me  to  explain 

<^.  (Interrupting.)  I  should  like  to  hear  it. — ^A.  I  will  take  a  brand  of  milk  as 
an  illustration.  There  was  a  brand  of  milk  put  on  the  market  8  or  4  years  ago  at 
$3.50  in  carload  lots.  We  undertook  to  get  f8.75,  which  would  afford  us  25  cents 
profit,  which  is  about  6  per  cent,  and  less  than  the  cost  of  doing  the  business.  It 
was  not  more  than  a  month  before  our  salesmen  came  in  and  said, ''  That  brand 
of  milk  is  being  sold  at  $3.65."  And  in  another  month  they  came  and  told  us  it 
was  $3.60,  and  in  less  than  8  months  that  milk  was  being  sold  for  just  what  it 
cost  us.  The  only  remedy  was  to  ask  the  manufacturers  to  put  a  rebate  on  that 
milk ;  the  only  way  to  remedy  that  method  of  selling  goods  is  to  see  that  we  are 
paid  for  the  goods.  I  think  I  said  that  the  one-hundredth  man  can  cut  a  price 
and  fix  a  price  for  the  99.  The  only  way  a  manufacturer  can  interest  us  in  sell- 
ing his  goods  is  by  seeing  that  we  are  paid  for  it.  If  we  purchase  of  you,  and 
the  New  York  man  cuts,  you  can  help  us  by  making  a  fixed,  definite  price,  with  a 
rebate,  and  by  giving  the  rebate  only  to  those  who  maintain  the  price.  Now,  ijp 
that  system  was  carefully,  religiously,  and  honestly  carried  out  it  would  enable 
the  wholesale  grocer  to  get  a  reasonable  profit. 

(^.  And  what  would  the  advantage  of  the  manufacturer  be  ?— A.  That  we  would 
be  mterested  in  selling  his  goods.  Our  salesmen  are  mostlv  salesmen  on  commis- 
sion and  they  will  not  push  goods  in  which  there  is  no  profit ;  they  will  say, "  We 
do  not  like  soaps  that  do  not  pay  or  milks  that  do  not  pay."  There  is  no  reason 
in  our  handling  goods  that  ao  not  pay.  The  only  reason  that  we  gave  to  the 
American  Sugar  Refining  Company  8  years  ago  was  this :  The  wholesale  grocers 
of  America  are  handling  one-third  to  one-half  their  goods  at  net  cost,  and  there 
are  going  to  be  enormous  failures  in  the  trade  unless  we  get  a  profit  for  handling 
sugar.  It  was  the  general  condition.  These  goods  represented  from  25  to  80  per 
cent  of  the  business.  We  said  to  them,  **  You  have  got  enormous  accounts  receiv- 
able with  the  wholesale  grocers.  If  you  can  not  put  them  in  the  way  to  make  a 
profit,  you  are  going  to  lose  your  accounts  receivable ;  if  you  will  help  them,  you 
will  get  the  accounts."  That  was  the  only  reason  presented  to  Mr.  Havemeyer, 
Mr.  Searles,  and  Mr.  Theodore  Havemeyer. 

NOT  MUCH  PKOPIT  FOR  WHOLESALE  QROCERS  TS  SUGAR. 

(J.  Does  this  ISf  cents  a  hundred  afford  you  a  fair  profit  ? — ^A.  No ;  it  does  not. 
It  is  a  very  difficult  thing  to  decide.  It  is  about  5  per  cent.  The  cost  of  doing 
business  is  always  more  than  that.  It  is  6,  or  61  to  7  per  cent  in  New  York.  It  is 
not  less  than  6  and  is  frequently  over  7.    My  business  cost  me  7  last  year. 

9.  So  that  substantiallv  the  wholesale  grocers  are  handling  sugar  at  a  loss  ? — 
It  is  difficult  to  decide  whether  or  not  it  is  an  actual  loss.  They  say  you  handle 
sugar  at  a  loss.    It  comes  in  barrels  and  is  delivered  on  the  sidewalks.    It  ifi 


THE   SUGAR   COMBINATIONS: — SMITH.  67 

easier  to  handle  than  similar  goods  and  X)erhap8  in  that  way  does  not  actually 
ooet  more  than  we  get.  We  are  all  glad  to  self  it,  but  certainly  it  is  diflScnlt  to 
tell  and  no  one  can  determine.  I  can  not  determine  and  I  have  iigured  on  it  with 
the  biggest  and  best  wholesale  grocers  in  New  York.  I  have  talked  that  over 
with  my  clerks,  '*  Do  we  make  a  cent  on  sngar  or  not  ?"  I  have  not  decided  that ; 
I  can  not  tell ;  I  do  not  believe  any  hnman  being  can  settle  that  so^nr  question 
fully  and  determine  whether  or  not  suear  at  1S(  cents  is  a  loss.  Of  course  it 
depends  on  the  length  of  deliveries  and  tne  average  loss  on  bad  debts.  Our  loss 
averages  one-half  of  1  per  cent  on  bad  debts.  You  take  a  wholesale  grocer  in  a 
town  like  Albany,  a  place  with  short  deliveries  and  short  trips  to  the  depot,  and 
he  makes  some  money  probably,  but  in  the  case  of  the  New  York  joboer  it  is 
doubtful  if  he  makes  anything. 

Q.  You  have  handled  sugar  as  a  wholesale  gprocer  for  a  good  many  years  ? — ^A. 
For  25  years. 

Q.  Do  you  think  there  was  more  profit  in  handling  sugar  before  the  American 
Sugar  Refining  Company  controUea  a  very  large  part  of  the  output? — ^A.  No, 
there  was  not. 

Q.  Was  there  earlier? — ^A.  Never  in  my  life,  in  the  24  years  I  have  been  doing 
business,  have  I  made  any  profit  until  we  got  that  rebate.  I  might  on  soft  sugars 
but  not  on  the  hard.  Any  goods  that  are  not  of  uniform  quauty  always  afford 
a  TniTiiTOTiTn  of  profit.  Sof t  sugar  is  of  an  indefinite  quality ;  one  may  be  worth 
4i  and  one  may  be  wortii  4|.  ]jut  granulated  is  always  of  a  fixed,  definite  value, 
and  if  we  buy  at  4  cents  we  can  not  sell  it  for  more ;  everybody  knows  who  buys 
it  what  we  are  making.  It  is  just  the  same  with  a  box  of  soap.  We  have  handled 
the  Royal  baking  powder  as  long  as  I  can  remember.  Our  limit  was  a  $300  pur- 
chase. We  could  handle  a  $300  purchase  and  not  get  $800  and  1  cent  for  it.  I 
have  been  workmg  with  them  for  years  and  finally  tney  gave  us  the  rebate. 

Q.  But  the  coimnnation  in  the  refining  business  was  an  advantage  to  you  as 
long  as  you  held  to  the  rebate  system?— -A.  Unquestionably. 

Q.  And  since  that  time  it  has  bsen  a  matter  or  neither  advantage  nor  disadvan- 
tage ;  it  has  been  immaterial  whether  you  had  it  or  not  ?— A.  Except  this.  There 
is  more  or  less  cutting  going  on  and  I  have  never  seen  a  day  since  Arbuckle  and 
Doscher  came  in  that  I  expected  there  would  be  any  system  2  weeks  ahead.  It  is 
quite  to  my  surprise  that  it  has  been  kept  up,  and  it  is  very  honorable  of  the 
merchants  who  have  kept  up  the  price.    There  are  a  few  that  cut. 

Q.  Do  Doscher  and  Arbuckle  give  the  same  price,  the  same  terms,  and 
rebates  ? — A.  I  have  seen  copies  of  the  agreement  and  terms  of  sale  and  they  fur- 
nii^  the  rebates  exactly  the  same. 

WHBBB  WHOLESALE  GROCERS  MAKE  PROFITS. 

Q.  On  what  lines  of  goods  are  the  wholesale  grocers  able  to  make  reasonable, 
living  profits? — A.  Spices,  teas,  and  coffees.  Coffees  have  been  very  much  cut 
by  the  competition  between  Arbuckle  and  Havemeyer,  i.  e. ,  the  package  coffees. 
In  the  Soutn  and  West  coffee  is  almost  as  bad  as  sugar.  In  New  York  they  will 
not  use  the  package  coffees ;  they  claim  they  are  not  as  good.  As  I'  said  before 
aU  goods  that  vary  in  qusJity  afford  a  small  margin  of  profit. 

Q.  Why  is  that? — ^A.  Because  they  have  not  a  definite,  fixed  price.  My  agent 
says  my  18-cent  coffee  is  better  than  Jones's  18-cent  coffee.  If  tne  customer  says 
your  coffee  and  Jones's  are  exactly  the  same,  we  can  not  charge  any  more.  If 
they  are  not  the  same  thing,  I  am  able  to  chiu'ge  more.  Wherever  articles  vary . 
in  quality  there  is  always  a  reasonable  margin  of  profit.  Wherever  they  are 
absolutely  umform,  we  can  not  get  a  profit  unless  we  can  get  the  manufacturers 
to  give  us  a  rebate. 

Q.  As  regards  these  floods  that  vary  in  quality,  are  not  your  methods  of  pur- 
chasing them  substantially  the  same  as  where  there  is  no  variation,  or  pretty 
nearly  so? — ^A.  We  purchase  them  where  we  can — ^in  the  best  market  and  at  the 
best  prices  we  can  make. 

Q.  Does  not  the  rebate  system  apply  to  these? — A.  You  can  not  fix  a  rebate  on 
anything  unless  tbore  is  uniformity  of  quality  and  packing.  If  there  are  just  100 
cakes  of  soap  of  just  the  same  size,  of  the  same  quality,  and  in  the  same  kind  of 
a  box,  then  you  can  get  a  rebate.  If  there  are  different  sizes  or  qualities  of  soap 
and  different  sized  packages,  then  you  can  not  get  a  rebate ;  it  is  difficult. 

ORIGINAL  ADVOCATE  OF  THE  REBATE  SYSTEM. 

Q.  (By  Mr.  Phillips.)  Perhaps  you  can  make  a  statement  to  the  commission  of 
your  own  motion.  If  you  have  any  information  that  would  be  of  benefit  to  the 
commission  we  should  be  pleased  to  hear  it. — A.  Well,  I  am  the  original  advo- 
cate, as  a  wholesale  grocer,  of  the  rebate  system— where  it  is  absolutely  uniform 
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and  does  not  involve  a  contract  between  the  grocers.  I  believe  it  is  honorable, 
leffal,  right,  and  strictly  in  accordance  with  fair  dealing  and  the  spirit  of  the 
golden  rule  of  doing  to  others  as  we  wonld  be  done  by.  Now,  I  believe  that  any 
system  of  doing  business  that  comi>els  the  manufacturer,  the  merchant,  or  the 
transportation  comi>any  to  perform  a  public  service  without  a  reasonable  and 
adequate  compensation  is  opposed  to  a  wise  public  policy  and  the  best  interests 
of  all  the  people.  It  is  right  and  reasonable  that  every  merchant  should  get  a 
reasonable  remuneration  for  what  he  does  and  the  moment  he  gets  more  than 
a  reasonable  remuneration,  competition  is  certainly  going  to  come  in  and  cut 
'  down  the  price.  The  onlv  way  that  a  so-called  trust  can  be  maintained  is  by 
being  reasonable,  and  if  tney  are  reasonable,  all  interests  are  served,  and  the 
greater  the  magnitude  of  the  concerns  the  better  it  is  for  the  people.  I  do  not  own 
a  dollar's  worth  of  stock  in  any  so-called  combination  or  tirist,  and  I  can  not  in 
fact  hear  of  a  great  corporation  or  a  trust. 

NO  SUCH  THING  AS  A  TRX7ST. 

There  is  no  such  thing  as  a  trust  to-day.  I  asked  14  lawyers  in  14  States  if  they 
knew  of  a  trust,  and  they  could  not  name  one.  I  went  to  Albany  the  other  day 
and  I  used  the  New  York  Central  Railroad.  I  was  making  an  address  not  long 
ago  and  I  wanted  to  use  the  New  York  Central  Railroad  as  a  type.  I  went  over 
there  to  find  out  how  many  owners  there  were  of  that  railroad,  and  I  found  there 
were  12,015.  I  wanted  to  go  up  to  Albany,  and  they  took  me  upthere  in  2  hours 
and  40  minutes,  and  brought  me  back  again  in  the  same  time.  That  road  having 
a  great  combined  capital  of  $200,000,000  and  12,015  owners  performed  me  a  great 
service.  The  Pennsylvania  Railroad,  which  I  used  to-day,  aid  me  a  gi*eat  service. 
Now,  I  say,  that  iron  and  all  such  industries  can  be  carried  on  more  successfully, 
more  reasonably,  and  more  cheaply  by  a  ^^reat  corporation.  I  happened  to  come 
across  in  the  paper  to-day  a  statement  which  I  knew  to  be  a  fact  before.  G^rge 
M.  Warner,  a  delegate  of  the  International  Machinists'  Union,  reported  yesterday 
that  there  was  a  great  demand  for  machinists  everywhere,  and  that  some  employ- 
ers could  not  find  enough  men.  That  is  true  all  over  the  country.  Employment 
was  never  so  general,  so  universal,  as  it  is  to-day.  Of  course,  there  are  a  few 
great  corporations,  but  there  are  i)06itions  for  everybody  who  wants  them.  WiU 
you  allow  me  to  make  another  statement? 

THE  WANTS  OF  THE  PEOPLE  ARE  INCREASING. 

(J.  (By  Mr,  Phillips.)  Yes. — ^A.  I  had  a  slight  interest,  which  I  sold,  in  an 
Ohio  steel  concern.  I  used  to  be  familiar  with  that  business.  I  went  in  there  a 
few  years  ago  and  the  first  thing  I  noticed  was  the  absence  of  men.  Everything 
was  done  by  electricity.  Work  that  required  50  men  to  perform  formerly  is  now 
done  by  machinery.  I  said  to  the  president.  **  Where  are  all  the  men?"  *'  We  do 
not  employ  them  any  more."  "  what  has  become  of  them?"  He  replied,  "  I  do 
not  know ;  they  are  all  employed. "  Employment  was  never  so  general  as  it  is  now. 
The  fact  is,  the  cheapness  of  everything  has  increased  the  wants  of  the  people. 
That  is  the  only  solution  I  can  find.  Another  fact:  I  am  a  Methodist,  and  go  to 
the  Methodist  Church.  I  was  looking  down  over  the  rail  the  other  day  and  I 
saw  that  the  whole  congregation  had  $4,  $5,  $6,  and  $7  umbrellas;  40  years  ago 
they  would  have  had  50-cent  cotton  umbrellas;  and  I  noticed  that  the  umbrellas 
'  had  silver  and  pearl  handles,  etc. ,  and  they  were  all  poor  people,  too.  There  was 
not  a  man  in  that  church  worth  more  than  $20,000.  That  shows  that  the  x)eople's 
wants  are  increasing. 

ONE  CAUSE  OF  THE  PANIC  OF  1898. 

Q.  Is  not  the  great  plenty  at  present  brought  about  largely  by  the  panic  of 
1898?  Were  not  the  works  shut  down  then  and  manufacturing  stopped  so  that 
everything  became  scarce? — ^A.  One  of  the  most  potent  factors  leaaing  to  the 
I>anic  of  1898  was  the  fact  that  the  transportation  companies  had  worked  for 
nothing.  Three  billion  six  hundred  million  dollars  of  stocks  were  not  remu- 
nerative and  the  x>eople  who  had  been  depending  on  dividends  on  them  for  buy- 
ing houses,  horses  and  carriages,  ribbons,  shoes,  and  all  the  necessities  of  life 
lost  their  incomes.  The  demands  of  the  x>eople  were  lessened  in  consequence 
of  the  fearful  fijght  of  the  transportation  companies.  That  was  one  of  the  most 
potent  factors,  in  my  judgment,  leading  to  the  hard  times  of  1898,  the  fact  that 
the  transportation  companies  had  failed  to  pay  dividends.  The  moment  they 
began  to  make  dividends  again,  the  ribbons  and  shoes  and  trinkets  and  all  those 


THE   SUGAR   COMBINATIONS: — SMITH.  69 

things  were  wanted,  bnilding  up  trade  and  starting  business,  and  that  has  made 

this  great  boom  of  1899.    Diyidends  are  being  made.    The  great  trouble  is  that 

the  stocks  of  these  corporations  have  been  pat  on  the  market  at  inflated  prices 

and  the  public  do  not  know  what  they  are  buying  and  are  going  to  get  f  eu^lly 

hurt  when  bad  times  come  anun. 

Q.  Do  you,  then,  apprehend  an  overproduction  in  the  near  future? — ^A.  Not  in 

'^Q  or  3  years,  I  should  suppose,  although  I  am  not  a  prophet ;  but  I  do  think  the 

^kme  will  come  when  there  will  be  an  overproduction  and  these  great  corpora- 

'^'^ons  which  are  overcapitalized  will  not  be  able  to  pay  dividends  on  their  stock. 

iThat  will  reduce  the  earning  capacity  and  the  bu^|^  capacity  of  all  the  people. 

Q.  (By  Mr.  Jenes.)  Do  you  look  upon  overcapitalization  as  a  decided  evil? — 

..  Yes ;  that  is  a  very  serious  evil,  but  it  would  not  be  an  evil  if  the  original 

>wner8  of  the  stock  of  the  great  corporation  still  continued  to  be  owners,  but 

of  that  the  public  comes  in  and  buys  it  out,  and  while  they  may  make 

ividends  for  a  few  years  on  the  overcapitalization,  they  will  get  left  in  tune. 

LBOISULTIVE  BKMKPrKS  NOT  AFPBOTED. 

Q.  Can  you  make  any  suggestion  as  to  legislation  that  will  check  that  terd- 
ency  ? — ^A.  Mr.  Lezow  asked  me  if  I  did  not  tnink  the  price  of  wheat,  com,  and 
aye  should  be  fixed  by  law.  I  answered  that  until  l^e  legislature  of  the  State  of 
,^ew  York  controlled  the  rain,  the  heat,  the  sunshine,  the  movements  of  the 
atmosphere,  and  the  production  of  crops,  it  could  not  control  the  prices  of  com- 
modities, or  anything  that  nature  produces  independently.  It  is  absolutely 
imx)ossible.  I  thiiik  the  more  the  legislature  and  the  people  let  these  things  alone 
the  better  they  will  work  out  their  own  solution ;  the  moment  they  do  anything 
unreasonable  they  will  be  checked.  The  moment  they  crowd  or  overcharge  any- 
body  tiiere  will  be  a  reaction.  Look  at  the  nail  trust.  A  few  years  ago  they  put 
nails  up  to  an  unreasonable  price.  What  was  the  result  ?  A  new  man  came  in  and 
put  up  factories  and  reduced  the  price.  The  law  of  supply  and  demand  is  inex- 
orable ;  you  can  not  get  away  from  it.  Let  me  make  another  statement.  The 
antagonism  of  labor  and  capital  is  the  most  unfortunate  thing  for  labor  that  can 
possibly  be  conceived  of.  Their  interests  are  identical  and  uniform.  When  this 
building  was  built,  the  first  man  that  received  the  benefit  was  the  man  that  dug 
the  cellar,  and  the  next  man  to  receive  the  benefit  was  the  architect  s  clerk  that 
drew  the  plau.  Then  for  a  year  labor  took  in  profit  from  the  capitalist,  and  from 
the  time  the  building  was  finished  there  have  bBen  caretakers  here  who  have  been 
benefited  all  the  time.  You  tskke  the  railroads.  Labor  is  benefited  by  the  building 
of  a  railroeid  from  the  time  it  is  begun  all  the  way  through  and  after  it  is  finished. 
The  raOroads  support  millions  of  people ;  they  require  caretakers  and  operatives ; 
everybody  connected  with  them  is  benefited.  The  capitalist  may  be  benefited  or 
he  may  not ;  but  the  laborer  is  sure  to  be  benefited.  This  antaffonism  is  very 
unfortunate ;  it  is  dangerous  and  against  th^  best  interests  of  all  tne  people. 

(2.  (By  Mr.  Phillips.)  Do  you  think  the  new  industrials  have  put  too  high  a 
price  on  their  manufactured  materials  ?  Does  not  this  still  apply  to  the  tin-plate 
and  steel  combinations  and  the  various  other  combinations? — ^A.  I  have  no  defi- 
nite knowledge.  I  do  have  definite  knowledge  in  regard  to  one  matter,  but  that 
is  alll  know  of.  I  do  know  of  one  concern  that  was  formed  on  a  basis  of  275  per 
cent  value,  but  that  is  the  only  definite  knowledge  I  have. 

RELATIONS  OF  LABOR  AND  CAPITAL. 

Q.  (By  Mr.  Kennedy.)  Do  you  think  that  labor  is  ever  unreasonably  antago- 
nistic to  capital  ? — I  do ;  but  all  I  know  is  from  reading. 

Q.  You  can  not  say  anything  specific  about  it  ? — A.  No ;  all  I  know  is  from 
reaain|^.  I  have  known  of  cases,  of  my  own  knowledge,  where  strikes  have  been 
very  disastrous. 

Q.  Is  it  not  always  where  labor  believes  it  has  a  grievance  and  is  not  getting  its 
proper  share  of  the  values  created  that  there  is  trouble? — ^A«  I  believe  that  labor 
18  honest  in  its  opinion  and  thinks  it  is  done  a  great  injustice ;  but  the  laborer 
to-day  gets  about  two  and  one-half  times  as  much  in  food,  shelter,  and  clothing 
as  he  got  80  years  ago. 

Q.  What  would  you  say,  for  instance,  with  regard  to  the  laborer  who  works  10 
hours  a  day  for  a  railroaa  company  in  the  track  work  and  gets  from  50  cents  to 
$1  a  day? — ^A.  I  never  heard  of  such  a  thing. 

Q.  There  is  labor  of  that  kind  all  over  the  countiT'.— A.  Kot  in  the  East,  is 
tinere? 
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Q.  Yes ;  track  labor  does  not  receive  more  than  $1.25  in  any  part  of  the  country, 
and  it  gets  as  low  as  50  cents. — ^A.  I  did  not  know  that ;  I  have  no  definite  knowl- 
edge or  that  subject.  I  know  I  used  to  hire  men  in  my  business  for  half  I  pay 
now,  and  everything  was  a  third  dearer. 

COMPETITION  THE  HEMBDY  FOR  THE  EVILS  OF  COMBINATION. 

Q.  (By  Mr.  Farquhar.  )  Do  you  think  it  is  possible  for  any  combination  of  capi- 
tal, however  large  and  however  well  managed,  to  maintain  a  monopoly  and  keep 
E rices  up  for  any  length  of  time  ? — A.  They  will  bring  down  min  on  their  own 
eads  very  quickly,  the  same  as  the  nail  concern  did,  and  the  same  as  they  all 
have. 

Q.  Do  you  believe  that  there  is  enough  capital  in  the  United  States  to  handle 
three  times  the  amount  of  business  the  trusts  have  to-day  and  that  new  capital 
would  come  in  if  it  saw  an  opportunity  for  profit  ? — A.  New  capital  is  always 
r^ad^to  come  in  if  there  is  a  profit. 

o  you  believe  that  under  present  conditions  there  is  capital  ready  to  take  a 
hand  in  production  if  there  is  any  reasonable  prospect  of  profitable  investment? — 
A.  Yes ;  for  instance,  these  other  su^ar  companies  that  have  been  bought  up  by 
Havemeyer.  My  argument  is  that  millions  stand  readv  to  come  in  if  there  is  any 
opening.  "My  study  of  the  sugar  question  is  that  the  whole  work  of  the  American 
Sugar  Kefimng  Company,  while  tney  have  made  it  ^ay ,  has  been  beneficial.  They 
have  reduced  the  price  of  sugar  to  every  consumer  in  America.  Their  margin  of 
profit  is  reasonable ;  it  has  never  been  excessive.  I  used  to  know  more  about  it 
than  I  do  now;  I  have  not  followed  the  margin  lately,  but  it  has  never  been 
.  excessive ;  and  buying  such  enormous  quantities  they  can  control  the  market,  in 
\  the  interest  of  cheap  sugar. 

Q.  Is  the  cheapening  of  the  price  of  sugar  due  to  foreign  legislation  ?  Have  the 
advantages  in  respect  to  sugar  been  more  the  result  of  foreign  legislation  than 
anything  else  ? — A.  You  know  the  tariff  legislation  does  not  let  in  refined  sug^. 
Under  the  Wilson  bill  they  could  not  compete  with  one-eighth  of  a  cent  margin 
on  refined  sugar,  and  it  was  difficult  to  make  more  thaoi  one-half  of  a  cent 
(margin.  Under  the  new  bill  refined  sugar  is  practically  shut  out,  as  I  under- 
I  stand  it. 

Q.  Your  statement  here  is  that  you  do  not  think  ther^are  any  inordinate 
profits  going  to  the  American  Suear  Refining  Company  ?-/A.  There  could  not  be 
any  inordinate  profits,  and  now  they  are  making  no  pi-ofits.  It  is  only  a  question 
now  of  the  survival  of  the  fittest  among  the  refiners ;  the  fittest  will  survive  and 
the  rest  will  go  dowq^  You  will  find  that  Mr.  Havemeyer  wUl  tell  you,  when  he 
gets  here,  that  they  are  making  no  money  and  that  nobody  else  is. 

Q.  In  your  business,  as  a  wholesale  grocer,  have  you  ever  found  any  difficultv 
on  account  of  discrimination  in  rates  on  the  railroads  ? — A.  Our  business  is  local. 
There  used  to  be  difficulties  of  that  kind.  We  do  not  have  much  outside  busi- 
ness. Austin,  Nichols  &  Leggett  have  more  than  we  have.  I  have  not  heard 
any  complaint  of  that  kind  lately,  and  I  think  that  has  been  entirely  overcome. 
The  railroad  rates  are  so  low  now  there  is  no  occasion  for  complaint.  Edward 
Atkinson  said  it  used  to  cost  $3.50  to  move  a  barrel  of  fiour  1,000  miles,  while  now 
you  can  move  it  for  25  cents.  If  you  do  not  believe  it,  ti&e  a  wheelbarrow  and 
go  ahead. 

Q.  (By  Mr.  Farquhar.)  Did  you  state  that  all  of  the  baking  powders  were 
unaer  the  control  of  one  concern  ? — A.  I  think  all  the  cream-of-tartar  powders 
are.  Whether  the  Davis  is  in  it  (the  idum  baking  powders)  I  do  not  know,  but 
all  the  cream-of-tartar  baking  powders  are  in  one  concern,  with  $20,000,000 
capital. 

Q.  Have  you  any  means  of  telling  the  commission  how  much  that  has  cheapened 
the  product  to  the  consumer  ? — ^A.  No ;  they  have  a  close  corporation  and  have 
done  an  enormous  amount  of  advertising  and  have  got  practically  a  monopoly 
through  their  advertisements.  If  such  a  thing  as  a  monopoly  can  exist,  it  is  in 
that.  It  is  a  good  deal  like  a  patent  medicine — there  is  a  margin  there.  That  is 
[  the  result  of  advertising  in  combination.  They  have  made  people  believe  it  was 
the  only  baking  powder  fit  to  use  by  extensive,  persistent,  and  continuous  adver- 
i  tising.    That  is  legitimate.    Others  have  tried  it  and  failed. 

Q.  Does  not  the  advertising  of  all  these  products  lay  entirelyivith  the  producers 
of  them ;  that  is,  the  wholesale  grocers  or  the  factors  between  the  consumers 
and  the  manufacturers,  pay  very  little  for  advertising  now  ?— A.  They  advertise 
Bcarcelv  at  all ;  the  manufacturers  advertise  their  own  products  and  place  them. 

S|.  They  advertise  the  equality  of  their  wares  without  designation  of  the  parties 
ing  them  ? — ^A.  Yes ;  it  is  the  same  with  all  grocers ;  the  retail  grocers  come 
tons. 
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Q.  Do  yoa  think  that  the  overcapitalization  of  theee  great  coiporations  or 
oQmbines,  as  they  are  called,  will  ultimately  lead  to  the  same  condition  as  the 
:  limited  companies  did  in  England,  that  the  general  nublic  will  be  caught  in  an 
I  era  of  specmation  which  wiU  ultimately  result  in  loss ;  that  it  will  be  stock 
:  jobbing  from  beginning  to  end  ?— A.  That  is  entering  upon  the  realm  of  prophec  v. 
.  Q.  Well,  what  is  your  opinion  as  a  business  man? — ^A.  I  think  it  is  the  rule 
I  that  we  have  times  of  inflation ;  and  I  think  that  in  the  course  of  time  we  will 
have  a  reaction  from  this  movement  in  some  form  or  another. 

O.  Is  it  your  opinion  that  half  the  companies  now  being  organized  are  stock- 
jo  Doing  companies,  and  have  nothing  to  do  with  cheaxier  rates  to  the  consumer  ? — 
A.  I  tmnk  most  of  them  have  been  formed  of  necessity  to  meet  comx)etition  and 
to  reduce  the  cost  incidentally.  Most  of  them  have  made  money  on  their  stock, 
but  still  I  think  the  object  was  to  reduce  the  cost.  When  the  American  Sugar 
Refining  Company  was  first  formed  there  were  7  refineries  that  had  offices  in 
Wall  street  next  to  each  ol^er,  and  if  our  broker  went  down  there  to  buy  sugar 
A  would  perhaps  undersell  B  at  less  than  cost.  Mr.  Frazer,  of  Philadelphia,  of 
Harrison  &  Fiazer,  one  of  the  largest  manufacturers,  said  to  me  8  years  ago, 
/*  Until  the  formation  of  the  trust  we  had  not  sold  a  barrel  of  sugar  in  years 
/that  we  did  not  lose  money  on.  Just  as  soon  as  that  was  formed  we  followed 
(their  price,  and  now  we  are  making  a  profit."  Mr.  Frazer  told  me  that  in  the 
presence  of  several  other  wholesale  erocers  in  Philadelphia.  That  is  what  it  is 
going  to  be  now ;  it  is  a  question  of  the  survival  of  the  fittest.  Somebody  has 
Kot  to  go.  Who  is  going  I  am  not  able  to  say ;  but  it  is  going  to  be  ruin.  It  is  a 
fight  to  the  bitter  finish.  Somebody  has  got  to  die,  that  is  all ;  there  is  no  help 
for  it.  It  is  very  unfortunate  that  theee  refiners  got  into  line.  It  is  a  great  mis- 
fortune. This  is  my  opinion,  as  I  said  before.  I  have  no  information  of  any 
name  or  nature.  — 

OOMBINATIONS  DO  NOT  PBBMANENTLT  DESTROY  CX>MPBTITION. 

Q.  (Bjr  Senator  Mallobt.)  Is  it  your  opinion  that  combinations  of  capital,  or 

corporations,  for  the  purpose  of  controlling  the  production  of  any  particular  article 

do  not  destroy  competition? — ^A.  They  may  temporarily  until  the  fact  is  developed 

\  that  there  is  a  margin  of  profit  to  be  got  by  somebody,  and  immediately  somebody 

/  makes  an  investment  and  cute  the  price. 

Q.  That  is  the  point  of  my  question.     You  believe  that  they  will  not  destroy  it 
permanently,  but  only  temporarily  ?— A.  They  will  not  destroy  it  for  any  len^h  of 
|tlme.    The  only  exception  to  that  would  be  some  article  like  patent  medicines — 
'some  highly  advertised  article,  of  which  the  people  will  not  have  anything  else. 

Q.  Do  you  know  anything  of  the  workings  of  the  Standard  Oil  Company?— A. 
Nothing,  except  what  I  have  read  in  the  newspapers.  I  have  no  knowledge  of 
any  name  or  nature.  I  only  know  this  fact,  that  I  used  to  buy  oil  at  $1.25  a  gal- 
lon and  sell  it  at  $1.50,  and  that  I  could  not  get  as  much  as  I  could  sell.  Now,  I 
can  buy  4  gallons  for  what  I  used  to  make  on  1.  Who  has  done  that  I  can  not 
say. 

Q.  So  far  as  refined  oil  is  concerned,  that  is  very  much  cheai>er  now  than  before 
the  organization  known  as  the  Standard  Oil  Company ;  but  the  point  I  want  to 
get  at  is  whether  any  combination — 1  will  not  take  the  Standiu*d  Oil  Company  as 
an  illustration,  because  I  may  be  doing  them  an  injustice — ^for  the  purpose  of  con- 
trolling any  particular  product  can  be  so  powerful  as  to  limit  and  crush  out  all 
possible  competition.  Your  general  proi)osition  is  that  no  matter  how  large  a 
combination  may  be,  it  will  not  prevent  competition  as  long  as  competition  will 
pay.  Now,  is  it  possible  for  the  combination  to  be  so  large  that  it  can  crush  out 
all  possible  eSort  to  compete  with  it? — A.  Yes ;  that  may  be  true ;  and  it  is  cer- 
tainly true  that  great  aggregations  of  capital,  that  can  command  the  very  best 
Ibrain  power  in  the  world,  can  undersell  inferior  agjgregations  of  capital  and 
finferior  brainpower;  and  that  is  all  right.  That,  of  course,  can  be  done  and 
should  be  done ;  it  is  legitimate  and  right ;  the  best  intereste  of  the  people  are 
subserved  by  it ;  it  should  be  understood  that  a  reduction  of  1  cent  on  oil  is  a 
saving  and  a  reduction  of  $2,000,000  a  year  to  the  people  of  the  United  States.  I 
used  to  sell  it  at  $1.50. 

Q.  (By  Mr.  Phillips.)  You  do  not  attribute  that  to  the  fact  that  it  was  monopo- 
lized?— ^A.  No ;  the  reduction  is  the  result  of  handling. 
Q.  New  discoveries? — ^A.  New  discoveries. 

Q.  New  methods  and  the  brains  that  have  been  brought  to  bear  upon  them  ? — 
A.  Yes;  largely  the  new  methods  of  handling.  It  is  the  great  aggregations  of 
capital  that  use  the  force  of  gravity  to  bring  it  nere  instead  of  cars,  and  the  ability 
that  has  been  brought  to  bear  upon  it  that  has  reduced  the  cost  of  transportation 
and  distribution. 
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Q.  (By  Mr.  Phillips.)  Will  it  be  possible  in  the  case  of  some  of  the  new  com* 
binations  that  have  been  formed  lately,  sach  as  those  in  the  iron  and  f  teel  trade 
and  the  tin-plate  industry,  where  they  have  an  aggregate  capital  of  $25,000,000 
to  $50,000,000  and  are  generally  supposed  to  be  making  very  large  profits  at  the 
present  time,  will  it  be  possible  to  induce  capital  to  come  in  and  compete  ?  Will 
it  not  be  very  difficult  to  get  large  capital  to  venture  in  and  compete  with  such 
an  aggregation  of  capital  or  such  a  combination? — A.  I  had  a  slight  interest  in  a 
steel  ractory  in  Ohio,  and  the  moment  that  was  sold  by  the  original  owners  they 
immediately  formed  another  company  and  commenced  buildmg  new  factories. 
There  is  one  thing  I  am  quite  familiar  with.  I  have  been  in  Mexico  and  seen  them 
mill  com.  They  grind  2  hours  to  ^rind  enough  for  supper.  I  have  been  in 
Egypt,  and  everybody  in  those  countnes  grinds  his  own  flour  when  he  needs  it. 
I  used  to  live  on  a  farm,  and  the  best  part  of  my  life  was  ^oing  to  the  mill.  I  used 
to  ride  to  the  mill  and  spend  a  day  there.  I  used  to  go  m  the  morning  and  stay 
fdl  day  and  have  10  cento  for  mv  lunch,  and  have  a  ^ood  time.  That  was  the  old 
way.  Kow,  Mr.  Pillsbury,  with  his  great  aggregation  of  capital,  grinds  a  barrel 
of  flour  for  20  cents.  I  have  seen  them  work  2  hours  in  Mexico,  Egypt,  and 
Asiatic  countries  to  get  flour  enough  to  make  bread  for  supper  or  a  day's  supply 
for  the  family.  The^  grind  the  wheat  by  pounding  it  with  a  stone.  Now  the  great 
aggregations  of  capital  do  it  for  almost  nothing,  and  they  are  satisfied  if  they  can 
get  a  profit  of  2^  cents  on  each  barrel  of  flour.  That  is  one  of  the  advantages  in 
g^reat  capitalization.  The  New  England  artisan  could  not  live  if  we  had  to  trans- 
port flour  at  the  old  prices. 

Q.  (By  Mr.  Batchford.)  Is  it  your  opinion  that  without  this  large  capitaliza- 
tion those  old  methods  would  still  continue? — ^A.  No. 

O.  Then  why  state  that  as  an  illustration? — ^A.  No;  I  say  we  never  go  back; 
notning  ever  moves  backward  in  this  world. 

Q.  (By  Mr.  Eennbdt.)  Do  you  believe  that  the  movement  that  is  now  going  on 
in  the  industrial  world  will  end  in  one  combination  in  each  particular  industry, 
controlling  that  industrv? — ^A.  That  is  in  the  region  of  prophecy  again,  and  I  am  not 
a  prophet.  I  can  hardly  conceive  it  possible,  except  in  oaking  powder  and  such 
things,  where  they  are  advertised  and  popularized  in  the  public  mind.  They  can 
not  do  it  in  iron  and  steel ;  it  is  too  widely  spread,  too  easily  found. 

Q.  They  can  in  the  tin-plate  industry  at  the  present  time?— A.  I  have  no  defi- 
nite knowledge  of  that ;  I  doubt  it  very  much,  although  I  have  no  knowledge.  I 
heard  Senator  Vest  say  in  the  United  States  Senate  a  few  years  ago  that  before 
anybody  could  get  anjr  profit  the  people  of  the  United  States  would  have  to  pay 
$50,000,000  in  protection.  I  think  he  was  mistaken.  It  has  been  proved  so,  nas 
it  not? 

Q.  If  it  were  possible  to  attain  a  condition  in  which  overcapitalization  and  all 
transx>ortation  favors  given  to  certain  industries  were  eliminated,  what,  in  your 
opinion,  would  be  the  effect  on  these  industrial  depressions  that  occur  periodic- 
ally?— A.  I  do  not  know  whether  I  can  give  you  an  intelligent  answer.  It  would 
take  a  wiser  man  than  I  am  to  fathom  thiat.  I  think,  on  general  principles — 
indeed,  I  have  a  profound  conviction— that  these  things  can  take  care  of  themselves 
better  than  legislation  can  take  care  of  them,  and  that  they  will  work  out  their 
own  success  or  their  own  destruction  in  their  own  legitimate  way. 

Testimony  closed. 


Washington,  D.  C,  June  IS,  1899, 

TESTIKOHT  OF  PROF.  EBVEST  IfAS,  HEW  TOBK  CITY,  V.  Y. 

The  commission  met  at  11  a.  m.,  June  13, 1899,  Vice  Chairman  Phillips  presiding. 
Prof.  Ernest  Mas,  106  Fulton  street,  New  York  City,  N.  Y.,  after  being  duly  sworn, 
testified. 

Q.  (By  Mr.  Jenks.)  Will  you  be  kind  enough  to  state  your  name  and  address 
to  the  commission  ?— A.  Ernest  Mas,  106  Fulton  street.  New  York. 

Q.  What  is  your  business  ? — ^A.  I  am  consulting  chemical  engineer  of  the  Glucose 
Sugar  Refining  Company,  of  Chicago. 

Q.  What  is  your  present  relation  to  the  Glucose  Sugar  Refining  Company  ? — A. 
I  am  under  a  5-year  contract  for  the  exclusive  use  of  my  services  as  a  chemist  and 
chemical  advisor. 

Q.  Are  you  under  salary  of  this  company  ?— A.  I  am  under  a  salary,  and  under 
monthly  compensation  and  a  commission  of  1  per  cent  on  all  proceeds  of  the 
by-products  turned  out  by  the  Glucose  Sugar  Renning  Company. 
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Q.  That  ifi,  on  all  by-products  which  they  turn  out  yon  are  to  receive  1  "per  cent  of  * 
the  proceeds  ?— A.  That  is,  on  all  the  by-prodncts  extracted  from  the  germ  of  the 
product  of  the  com. 

THE  MANUFACTURES  OF  THE  QLUC06E  SUGAR  REFINING  COMPANY  AND  THEIR  USES. 

Q.  Will  yon  explain  to  ns  briefly  the  nature  of  the  manufacture  of  glucose  sugar 
from  com,  and  state  what  the  chief  by-products  are? — ^A.  From  Indian  maize  or 
com  there  are  a  great  many  products  and  by-products.  The  main  product  is  com 
flour.  The  second  product  is  glucose ;  that  is  what  is  called  sugar.  Glucose  sugar 
results  from  the  transformation  of  the  starch  in  the  com  by  chemical  process. 
The  next  product  is  dextrine,  the  next  com  oil,  the  next  com  cake,  and  nnally  a 
rubber  substitute  which  is  a  product  of  the  vulcanization  of  com  oil. 

U.  Will  you  kindly  explain  the  uses  to  which  these  various  products  are  put  in 
ordinary  manufacturing  and  trade  ? — A.  I  have  never  had  anyuiing  to  do  with  the 
commercial  part  of  the  enterprise.  My  knowledge  is  purely  scientific  and  technical. 
Com  flour,  of  course,  is  an  edible,  and  on  account  of  its  cheapness  is  used  for 
mixing  with  other  flours — with  wheat  flour. 

Q.  So  far  as  you  know,  then,  com  flour  is  largely  used  to  adulterate,  as  you 
might  say,  wheat  flour? — ^A.  We  might  say  as  a  cheapening  agent. 

Q.  As  a  cheapening  agent  for  wheat  flour? — ^A.  Yes. 

Q.  Is  this  com  flour  you  speak  of  the  same  as  flourine? — A.  Flourine  is  a  mere 
proprietary  name  for  it. 

O.  But  it  is  really  the  same  thin^  ? — A.  Identically  the  same  thing. 

Q.  If  you  will,  please  continue  giving  us  the  uses  of  these  other  by-products? — 
A.  Starch  is  used  for  laundry  purposes,  as  a  size,  and  for  cotton  mills. 

Q.  This  starch  that  you  secure  in  the  manufacture  of  glucose  sugar  is  sub- 
stantially the  same  as  ordinary  commercial  starch  used  for  all  other  purposes  ? — 
A.  It  is  commercial  com  starch.  The  next  product,  which  is  dextrine,  is  used  for 
adhesive  compounding,  making  mucila^^es  and  also  sizes.  The  com  oil,  which  is 
to-day  the  most  important  by-product  m  the  manufacture  of  glucose,  has  some 
le^timate  uses  in  the  manufacture  of  soft  soap,  but  it  is  most  largely  used  for 
mixing  with  other  oils,  owing  to  its  emulsifying  power.  It  is  highly  prized  in 
Norway,  where  it  can  be  mixed  with  cod-liver  oil.  It  has  a  fine  flavor,  which 
makes  it  desirable  for  mixing  with  olive  oil. 

Q.  You  say  it  is  used  in  Norway  in  the  manufacture  of  cod-liver  oil  ? — ^A.  They 
mix  it  with  cod-liver  oil. 

Q.  And  when  it  is  mixed  with  cod-liver  oil  it  is  ordinarily  sold  as  cod-liver 
oil  ? — ^A.  No ;  I  presume  we  get  part  of  it  again  here  in  bottles. 

Q.  Labeled  as  cod-liver  oil? — A.  Very  likely.  It  is  also  used,  owing  to  its 
peculiar  flavor,  as  an  edible  oil  in  competition  with  olive,  and  it  is  exported 
largely  as  a  substitute  for  cottonseed  oil. 

Q.  When  it  is  used  as  an  edible  oil,  it  is  used  to  take  the  place  of  olive  oil? — A. 
It  is  used  for  blending  with  olive  oil. 

Q.  Just  for  blending  oil? — ^A.  And  sometimes  for  reducing  the  original  cost  of 
olive  oil. 

Q.  What  is  the  comparative  cost  of  com  oil  as  compared  with  the  cost  of  pure 
olive  oil  ? — ^A.  The  hign  grade  of  olive  oil  can  not  be  had  in  this  country  for  less 
than  $1  per  gallon,  wnile  the  highest  fpreAe  of  refined  com  oil  made  under  my 
process  sells  at  4  cents  a  pound.  It  is  sold  for  4  cents  a  pound,  which  means 
about  80  cents  x>er  gallon. 

Q.  When  this  is  used  for  blending  with  olive  oil,  where  is  this  blending  process 
usually  carried  on,  in  this  country  or  abroad,  or  both? — A.  It  is  camea  on  by 
exporters  from  the  old  country  to  the  United  States — exjwrters  from  Italy,  France, 
Spain,  and  Prussia. 

Q.  That  is,  com  oil  is  sent  to  those  countries,  blended  there  with  olive  oil  and 
is  returned  here  as  olive  oil  ? — ^A.  No ;  as  a  blended  oil. 

Q.  As  a  blended  oil? — ^A.  It  is  mostly  a  table  oil  without  a  name.  Table  oil, 
compounded  oil. 

Q.  Does  it  ordinarily,  in  your  judgment,  go  on  the  market  to  the  retailers  as  a 
blended  oil,  table  oil,  or  does  it  go  as  olive  on  ? — A.  It  goes  mostly  under  the  name 
of  table  oil.  There  is  no  pretense  of  selling  this  mixture  as  pure  olive  oil,  but  as 
it  is  extremely  difficult  to  analyze  a  mixture  of  com  oil  and  vegetable  oils,  I 
could  not  tell  x)06itively,  as  a  chemist,  whether  a  mixture  of  olive,  com,  and  lin- 
seed oil,  for  instance,  exists  in  a  ^ven  proportion ;  it  can  not  be  determined  by 
qualitative  or  quantitative  analysis. 

Q.  You  spoke  of  a  mixture  of  com  oil  and  linseed  oil ;  in  your  judgment,  is 
that  mixture  a  common  one?— A.  When  I  first  refined  oil,  some  4  years  ago,  for 
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the  AmeriQsn  Glucose  Ck>inpaiiy  I  was  rather  struck  by  the  similarity  of  the 
characteristics  between  the  poppy  oil,  which  is  worth  80  cents  per  gallon  in  Bel- 
gium, and  com  oil,  and  it  occurred  to  me  that  by  a  proper  refining  process  we 
could  produce  a  com  oil  in  the  United  States  so  similar  to  the  poppy  oil  that  it 
might  naturally  take  its  place  for  painting  purposes,  for  mixing  with  wbdte 
zinc  and  white  lead,  and  I  think  we  have  succeedea  in  preventing  the  exi)ort  from 
the  old  country  of  i)oppy  oil,  at  least  to  a  considerable  extent,  simply  because 
poppy  oil  is  worth  from  80  cents  to  $1  per  gaUon  and  the  same  class  of  com  oil  is 
sold  m  this  country  for  SO  cents  per  gallon. 

Q.  As  far  as  a  mixture  of  com  oil  and  linseed  oil  is  concerned,  the  similarity  of 
the  two  oils  is  such  that  it  is  an  impossibility  for  any  chemist  to  determine  the 
presence  of  com  oil  in  linseed  oil,  and  as  the  price  of  com  oil  is  much  lower  than 
the  price  of  linseed  oil  the  two  oils  are  frequently  mixed  in  order  to  reduce  the 
cost? — A.  Yes. 

O.  Under  those  circumstances  do  they  go  on  the  market  regularly  as  blended 
oil? — ^A.  It  will  be  impossible  for  me  to  tell  whether  the  large  producers  of  lin- 
seed oil  are  making  use  of  com  oil,  but  I  doubt  it.  I  believe  manufacturers  of 
linseed  oil  are  sellmg  pure  linseed  oil,  but  before  the  product  reaches  the  con- 
sumer the  two  are  blended  with  a  view  to  reducing  the  cost. 

Q.  That  is,  the  blending  is  done,  then,  not  by  manufacturers  of  linseed  oil  but 
by  large  dealers?— A.  And  by  buyers  of  com  oil. 

<^.  And  by  the  manufacturers  of  paint  also? — ^A.  Perhaps,  by  manufacturers  of 
paint  and  putty. 

Q.  Is  com  oil  as  ffood  practically  for  the  purpose  for  which  it  is  used  as  the  lin- 
seed oil  when  blended  in  this  way? — ^A.  It  has  no  injurious  effects  on  the  finished 
product ;  it  cheapens  the  cost ,  ana  is  a  slower  drying  oil  than  linseed  oil.  The  main 
application  of  com  oil  is  in  the  production  of  substitutes  for  Brazilian  rubber 
(which  is  exx)orted  from  the  banks  of  the  Amazon)  by  a  process  of  vulcanization 
which  I  have  suggested  to  the  Qlucose  Sugar  Refining  Company.  Vulcanized 
oils  are  produced  which  can  be  sold  for  about  6  or  7  cents  i>er  pound,  while  the 
rubber  from  Brazil  is  worth  $1  per  pound.  Vulcanized  com  oil  can  be  mixed  with 
pure  Para  rubber  in  any  proportion.  The  resulting  mixture  is  much  softer,  less 
elastic  than  pui*e  rubber,  but  almost  equally  acid  proof.  It  is  largely  used  to-day 
for  cheapening  bicycle  tires,  rubber  boots,  and  in  fact,  almost  all  aiUcles  made  from 
rubber,  the  difference  in  price  being  such,  from  6  to  7  cents  for  com  rubber  to  $1 
for  the  pure  rubber  article,  that  the  mixture  greatly  reduces  the  cost  of  the  finished 
product. 

Q.  You  think  yourself  that  the  product  is.  on  the  whole,  not  so  durable  or  quite 
so^;ood  in  mostx)articulars? — ^A.  It  is  not  so  good;  it  is  not  so  re&dlient.  The 
mam  characteristic  of  rubber  is  its  resiliency  or  elasticity ;  it  is  not  so  elastic,  but 
I  presume  it  is  almost  as  acid  proof  as  vulcanized  rubber  is. 

Q.  You  yourself  have  had  a  great  deal  of  experience  in  connection  with  the 
manufacture  of  these  different  products  by  the  Gilucose  Sugar  Refining  Company 
and  other  companies?— A.  I  first  suggested  the  manufacture  of  rubber  substitute 
to  the  Qlucose  Sugar  Refining  Company. 

Q.  That  is,  you  were  the  first  i>er8on  that  suggested  that  in  this  country? — ^A. 
I  made  the  suggestion  by  letter,  but  I  did  not  believe  this  process  could  be 
patented. 

WITNESS    FIRST    EMPLOYBD    BY    AMERICAN    GLUCOSE    COMPANY    IN    CONNECTION 

WITH  THE  REFINma  OF  CORN  OIL. 

Q.  Will  you,  before  explaining  in  detail  that  matter,  give  us  a  little  of  your 
experience  in  the  manufacture  of  com  oil  and  of  these  other  products — ^that  is, 
tell  us  what  different  establishments  you  have  worked  for.  what  your  relations 
vrith  them  have  been,  and  how  you  came  to  be  employed  by  the  Qlucose  Sugar 
Refining  Company?— A.  Prior  to  the  consolidation  of  the  plants  manufacturing 

flucose  in  this  country  I  was  the  chemist  of  the  American  Glucose  Company  in 
'eoria. 

S.  In  Peoria,  HI.?— A.  Illinois.     The  problem  of  refining  com  oil  had  been 
er  consideration  for  10  years  by  that  company. 
Q.  They  had  been  before  that  time  manufacturing  simply  raw  oil  ? — A,  The 
raw  com  oil. 

Q.  And  they  had  been  considering  the  question  of  refining  it?— -A.  Of  refining 
it,  and  the  chemical  treatment  of  com  oil. 

Q.  But  they  had  not  yet  succeeded  in  finding  a  process? — A.  They  had  not  suc- 
ceeded in  finding  a  process  of  treating  com  oil  chemically.  The  problem  was 
submitted  to  me  in  1895, 4  years  ago. 
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Q.  niatifi,  the  problem  of  finding  a  process  of  refining  this  oil?— A.  And  the 
utilization  of  com  oil,  which  was  at  the  time  without  known  industrial  applica- 
tion, except  in  the  manufacture  of  soft  soaps.  I  went  to  Peoria  from  New  York, 
and  after  a  chemical  examination  of  com  oil  I  undertook  the  solution  of  that  prob- 
lem. I  went  back  to  New  York  and  after  1  month  of  investi^tion  found  out  the 
process  by  which  com  oil  could  be  treated  chemically,  by  which  com  oil  could  be 
refined  and  rendered  colorlesB.  I  returned  to  Peoria  with  my  samples,  which 
were  simply  laboratory  samples.  The  president  of  the  company  at  the  time,  Mr. 
William  Hamlin,.of  Buffalo,  asked  me  if  I  could  produce  the  same  results  in  1,000 
gallons  quantity.  I  was  satisfied  that  I  could  obtain  the  same  results  in 
1,000  gallons  ouantity,  and  a  refinery  was  erected  under  mv  plans  and  personal 
supervision.  It  was  the  underst^ding  under  my  contract  that,  in  the  event  of 
the  oil  not  being  equal  to  the  laboratcfry  sample,  I  would  not  receive  any  com- 
pensation for  my  services ;  bat  it  was  understood  also  that  if  the  refinery  proved  a 
success,  and  if  the  oil  could  be  demonstrated  to  be  equal  to  the  laboratory  sam- 
ple, I  would  be  given  15  cents  royalty  per  barrel.  The  factory  was  erected ;  it 
was  9  months  before  I  could  complete  the  refinery.  At  the  end  of  9  months  the 
first  attempt  at  producing  1 ,000  gallons  was  made  under  my  own  supervision  and 
m  the  presence  of  two  chemists  of  the  company.  The  result  was  that  the  oil 
made  in  1,000  g^lons  quantity  was  far  better  than  the  laboratory  samples  which 
I  had  brought  with  me  from  New  York.  An  agreement  was  entered  into  by 
which  I  was  to  receive  15  cents  per  barrel  royalty,  and  as  the  company  at  the  time 
contracted  to  make  100  barrels,  it  meant  simply 

ORGANIZATION  OF  THE  aLUCOSB  SUGAR  REFINING  COMPANY. 

Q.  (Interrupting. )  One  hundred  barrels  in  what  len^^  of  time  ? — A.  A  day.  It 
meant  $15  dollars  a  day  royalty.  Two  months  after — ^it  was  less  than  2  months — 
ft  very  little  time  after  the  refinery  had  been  proved  a  success  and  when  I  exx)ected 
to  receive  my  15  cents  per  barrel,  I  was  informed  of  the  consolidation  which  was 
taking  place,  in  fact  the  consolidation  of  all  the  glucose  plants  in  the  United 
States  under  the  name  of  the  Glucose  SuKar  Refining  Ck>mx>any. 

Q.  This  combination  included  all  the  piants  in  the  United  States  ? — ^A.  All  but 
one.  The  consolidation  took  place  before  I  had  received  1  penny  of  royalty,  and, 
if  I  am  well  informed  as  to  the  financial  aspect  of  the  transaction,  the  American 
Glucose  Company,  for  a  nominal  consideration,  sold  theirplant  in  Peoria  to  the 
Illinois  Trust  and  Savings  Bank  of  Chicago.  The  Illinois  Trust  and  Savings  Bank 
turned  around  and  sold  the  plant  for  another  consideration,  which  was  not  a 
nominal  one ;  and  I  found  myself  at  the  time  with  a  contract  on  my  hands  which 
was  worthless,  from  the  fact  that  the  American  Glucose  Company  was  out  of 
existence. 

Q.  This  plant  was  sold  to  what  company  ? — A.  The  refinery  which  I  erected  in 
Peoria  passed  as  a  part  of  the  assets  of  the  new  combination. 

CONTRACT  WITH  GLUCOSE  SUGAR  REFINING  COMPANY. 

Q.  That  is  the  Glucose  Sugar  Refining  Company  ? — A.  Yes ;  the  Glucose  Sugar 
Refining  Company.  I  had  no  recourse  against  the  American  Glucose  Company, 
which  was  out  of  existence.  I  had  no  contract  with  the  Glucose  Sugar  Renning 
Company,  which  was  the  new  combination,  so  I  found  myself  with  a  contract 
which  I  have  here ;  j^et  when  I  thought  it  was  proper  for  me  to  notify  the  com- 
bination about  the  existence  of  my  contract  with  the  American  Glucose  Company 
I  was  requested  to  go  to  Chicago  to  talk  the  matter  over  and  demonstrate  the 
value  of  my  process.  The  result  of  that  trip  to  Chicago  was  a  contract  with  the 
Glucose  Sugar  Refining  Company  for  5  years.  The  terms  of  this  contract  with 
the  Glucose  Refining  Company,  which  I  will  now  call  the  Sugar  Trust  from  this 
very  moment,  were,  first  of  all,  that  for  a  period  of  5  years  from  September  27, 
1897, 1  was  to  receive  an  annual  compensation  of  $3,600  a  year  for  my  professional 
services,  to  be  paid  monthly  in  instsulments  of  $300,  but  I  was  to  act  as  consult- 
ing chemist  of  the  company  and  counsel  on  all  questions  bearing  upon  the  manu- 
facture, uses,  treatment,  and  application  of  com  oil. 

Q.  If  you  did  not  work  for  any  other  comx>any ^A.  If  I  did  any  other  work 

for  any  other  company  it  would  be  a  violation  of  my  contract.  The  contract  on 
thatpoint  reads  tuns : 

**  Ernest  Mas  binds  himself  not  to  act  as  consulting  chemist  of  any  other  com- 
pany or  firm  or  individual  in  the  United  States  engaged  in  the  manufacture  or 
refining  of  com  oil,  or  in  the  manufacture  of  starch  or  glucose  or  proposing  to 
engage  in  any  such  manufacture,  or  to  enter  into  the  employ  of  or  render  any 
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services  to  or  become  in  any  way  identified  with  any  such  company  or  firm  or 
individnal ;  but  said  Ernest  Mas  shall  be  free  to  act  as  consulting  cnemist  or  in 
any  other  capacity  for  any  company  or  firm  not  f aUing  within  tiie  above  prohi- 
bition and  to  engage  in  any  other  business  than  that  of  manufacturing  or  renning 
corn  oil  or  the  manufacture  of  glucose  or  starch." > 

In  the  next  place,  I  bound  myself  to  continue  my  laboratory  experiments  and 
researches  in  the  production  and  refining  of  corn  oil,  and  I  also  bound  myself  to 
give  the  Glucose  Sugar  Refining  Company  the  exclusive  use  and  benefit  in  the 
United  States  of  all  tne  results  of  my  experiments  and  discoveries  in  that  direc- 
tion during  the  period  of  5  years. 

Q.  Perhaps  you  can  sum  up  and  give  us  in  a  word  or  two  any  other  special 
points  there  may  be  in  your  contract? — A.  In  the  next  clause  there  was  this;  I 
was  to  receive  an  annual  compensation  of  $3,600,  and  in  addition  to  that  I  was  to 
receive  also  1  per  cent  on  all  the  proceeds  of  com  oil  turned  out  under  my  process. 
A  very  significant  stipulation  of  this  contract  which  I  have  faithfully  carried  out 
is  that  I  had  to  waive  and  release  all  claims  against  the  American  Glucose  Com- 
pany which  I  may  have  had  under  my  contracts,  and  the  Glucose  Sugar  Refining 
Company  was  assuming  every  responsibility  of  the  American  Glucose  Company. 
It  also  guaranteed  me  ^^nst  any  claims  which  the  American  Glucose  Company 
might  have  against  me  for  professional  services  or  otherwise. 

Q.  Now,  after  this  contract  was  made  you  continued  your  laboratory  experi- 
ments, making  regular  reports  to  the  Glucose  Sugar  Refining  Company?— A.  In 
accordance  with  the  terms  of  this  contract  I  made  practically  an  assignment  to 
the  Sugar  Trust  of  all  my  processes,  and  started  my  experiments  agam  in  New 
York  City,  and  have  from  that  time  sent  laboratory  reports  every  month  cover- 
ing the  results  of  my  investigations  during  the  month.  I  declined  three  proposi- 
tions made  to  me  by  other  concerns  owing  to  the  existence  of  this  contract,  and  I 
received  exactly  on  the  1st  of  each  month,  for  a  period  of  14  months,  a  check  of 
$300  covering  my  monthly  compensation  as  per  contract. 

Q.  That  sum  you  say  you  have  received  for  14  months  ? — A.  For  14  months 
consecutively  I  have  received  $300,  covering  my  monthly  compensation. 

COMPANY  DID  NOT  LIVE  UP  TO  THE  CONTRACT. 

Q.  When  did  that  period  of  14  months  end  ? — A.  I  have  never  received  a  monthly 
statement  of  the  oils  sold.  There  is  a  clause  in  our  contract  which  specifies  that 
monthly  statements  shall  be  rendered  by  the  Glucose  Sugar  Refining  Company  to 
Ernest  Mas,  showing  the  amount  of  prepared  or  refined  oil  sold,  and  payment 
shall  be  made  monthly  to  Ernest  Mas,  based  on  the  amount  of  said  oil  sold,  upon 
the  basis  of  1  per  cent  on  the  amount  of  such  sales,  as  per  contract. 

Q.  That  is,  they  lived  up,  for  a  time  at  any  rate,  to  the  part  of  the  contract 
which  stated  that  they  were  to  pay  you  $300  a  month,  but  they  did  not  render  these 
reports  on  the  com  oil  manufactured  ?— A.  They  did  not  render  the  reports  on 
the  com  oil  manufactured.  I  have  never  received  a  monthly  statement  for  the 
oil  sold,  so  I  made  a  demand  for  monthly  statements  from  the  company,  but 
I  have  not  received  any  report  yet. 

Q.  At  what  time  did  you  make  this  demand  for  a  statement  ? — A.  Four  months 
after  our  contract  was  made  I  made  the  first  one  by  letter;  I  did  not  receive  any 
reply,  but  received  on  the  1st  of  each  month  $300  for  my  salary.  I  waited  until 
the  end  of  the  year,  thinking  that,  perhaps,  I  would  then  receive  all  the  state- 
ments for  the  months  past.  So  at  the  end  of  the  year  I  made  another  demand  f oi 
my  1  per  cent  commission  as  per  contract,  which  I  have  not  received  as  yet. 

Q.  That  was  at  the  end  of  the  year  1898  ?— A.  It  was  at  the  end  of  the  year  1898. 
I  received  mv  last  check  on  the  2l8t  of  December,  1898. 

Q.  Since  that  time  you  have  had  no  further  salary  from  them  ? — A.  Since  that 
time  many  peculiar  things  have  happened.  1  did  not  know  when  I  entered  into  a 
contract  with  the  Sugar  Trust  what  was  in  store  for  me.  I  thought  that  my 
attributions  would  be  those  of  a  chemist,  when,  to  my  great  surprise,  I  received 
one  day  from  the  company,  instead  of  my  monthly  statement,  a  very  significant 
letter.  This  letter  is  signed  by  the  president  of  the  company :  *'  I  inclose  some 
literature  which  we  are  having  prepared  to  offset  newspaper  talk  about  the 
unwholesomeness  of  glucose,  starch,  etc.,  and  would  like  to  have  you  sign  the 
petition  and  also  to  interest  as  many  of  your  friends  as  possible  in  doing  the  same. 
(Signed)  C.  H.  Matthiessen,  president  Glucose  Sugar  Refining  Company." 

>  See  contract  at  end  of  testimony. 
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WITNBSS  REFUSED  TO  SIGN  TESTIMONIALS. 

Q.  What  was  the  nature  of  this  petition  he  wished  yon  to  sign? — A.  First  of  all 
there  was  a  copy  of  the  bill  introduced  in  the  Senate  of  the  United  States  bv  Mr. 
Mason  on  the  subject  of  mixed  flour.  I  did  not  at  first  understand  what  all  this 
meant.  I  kept  all  those  papers ;  I  did  not  sign  any  testimonial,  and  I  do  not  pro- 
pose to  sign  any.  I  do  not  consider  that  the  attributions  of  a  chemist  are  to  sign 
testimonials,  but  to  attend  to  his  business  as  a  chemist. 

Q.  Did  you  think  that  these  testimonials  that  you  were  asked  to  sign  would 
give  a  false  impression  to  anyone  who  might  read  them? — A.  It  was  ray  impres- 
sion that  I  could  not  consistently  sign  a  testimonial  which  was  evidently  intended 
to  counteract  a  legislative  measure. 

Q.  That  is,  a  law  has  been  nassed  providing  for  the  prevention  of  the  adultera- 
tion of  foods,  and  they  asked  you  to  sign  a  testimonial  which  would  say  practi- 
cally that  there  either  was  no  adulteration  or  that  the  adulteration  was  not 
injurious.  Was  that  the  nature  of  the  testimonial  ?— A.  It  was  practically  to 
state  that  flourine,  or  whatever  it  is — glucose — ^in  fact,  all  the  by-products  manu- 
factured by  that  branch  of  the  sugar  trust,  called  the  Glucose  Sugar  Refining 
Company,  were  all  right. 

Q.  That  all  their  products  were  of  legitimate  uses,  or  articles  of  food  ? — A.  I 
did  not  think  I  could  sign  that  paper,  and  I  did  not  sign  it. 

Q.  You  could  not  concientiously ,  as  a  chemist,  sig^  the  paper  ? — A.  I  do  not  wish 
to  commit  myself  too  far  in  this  matter.  I  did  not  feel  like  signing  that  paper, 
simply  because  I  was  not  satisfied,  and  I  am  not  yet  satisfiea,  that  flourine  is 
CNiual  to  wheat  flour,  that  glucose  is  as  good  as  sugar,  that  com  oil  is  as  good  as 
linseed  oil,  that  com  cake  is  as  good  as  flaxseed  cake,  and  that  the  rubber  substi- 
tute made  from  com  oil  is  as  good  as  rubber. 

Q.  They  practically  asked  you  to  sign  that  statement  which  would  have  declared 
that  the  products  of  the  Glucose  Sugar  Refining  Company  were  equal  to  the 
senuine  products  you  have  mentioned? — A.  It  was  practically  that.  The  next 
Dill  which  I  received  was  from  Mr.  Brosius.  This  was  to  prevent  adulterations 
or  branding  or  imitation  of  foods,  beverages,  candies,  drugs,  or  condiments  in  the 
District  of  Columbia  and  Territories,  H.  B.  9154.  I  did  not  pay  any  attention  to 
that  either. 

Q.  For  the  same  reason? — ^A.  For  the  very  same  reason.  The  next  one  was 
from  Mr.  Pearce,  of  Missouri. 

Q.  That  is,  the  bill  was  introduced  by  him;  but  you  received  these  bills,  I  under- 
stand, from  the  president  of  the  Glucose  Sugar  Refining  Company? — ^A.  And  the 
request  to  sign  tne  testimonial  to  the  effect  that  the  goods  manufactured  by  the 
company  were,  to  use  the  words  of  the  president  of  the  companv,  *'  In  order  to 
ofibet  tne  newspaper  talk  about  the  unwnolesomeness  of  our  products."  I  have 
not  signed  these  papers  yet  and  I  do  not  intend  to  sign  them. 
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THE  PATENT  ON  RUBBER  SUBSTITUTES. 

Q.  Were  there  any  other  requests  made  by  the  Glucose  Sugar  Refining  Com- 

ny  that  you'  thought,  as  a  reputable  chemist,  you  could  not  accede  to? — ^A. 

ere  is  another  one;  m^  attention  was  called  in  the  month  of  December,  1898,  to 
the  fact  that  a  party  m  Ohio,  Mr.  William  K.  Leonard,  of  Piqua,  Ohio,  had 
invented  a  process  for  the  transformation  of  com  oil  into  rubber  substitutes.  I 
immediately  notified  the  company  that  my  attention  had  been  called  to  that 
patent,  but  not  knowing  who  the  patentee  was,  I  told  the  company  that  I  was  not 
prepared  to  make  any  comments  as  I  had  not  seen  a  copy  of  the  specifications 
which  I  had  already  sent  to  Washington  for,  but  that  I  could  challenge  the  valid- 
ity of  such  patents  at  any  time. 

Q.  That  18,  you  had  seen  a  notice  that  this  patent  had  been  applied  for  ? — 
A.  (Interrupting.)  I  had  notified  the  company. 

Q.  But  in  your  judgment  there  were  no  grounds  for  issuing  such  a  patent, 
because  the  process  was  already  known  ? — A.  The  process  has  been  known  for 
about  60  years  in  the  old  country,  and  is  public  property,  and  I  did  not  think  it 
could  be  patented  at  all,  so  I  wrote  to  the  company  that  I  was  ready  as  the 
chemist  of  the  company  to  challenge  the  validitv  of  that  patent.  I  did  not  know 
who  was  the  patentee  at  the  time,  and  I  do  not  Know  who  the  patentee  is  to-day, 
and  I  am  very  much  surprised  to  see  that  a  patent  is  granted  to  the  sugar  trust, 
or  at  least  that  branch  of  the  sugar  trust  which  is  named  the  Glucose  Sugar 
Refining  Company. 

Q.  Ton  say  the  patent  was  granted  to  that  organization  ? — ^A.  No;  it  was 
granted  to  Mr.  William  H.  Leonard,  of  Piqua,  Ohio. 
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services  to  or  become  in  anv  way  identified  with  any  such  company  or  firm  or 
individnal ;  but  said  Ernest  Mas  shall  be  free  to  act  as  consulting  cnemist  or  in 
any  other  cax)acity  for  any  company  or  firm  not  falling  within  tne  above  prohi- 
bition and  to  engage  in  any  other  business  than  that  of  manufacturing  or  refining 
com  oil  or  the  manufacture  of  glucose  or  starch/'  > 

In  the  next  place,  I  bound  myself  to  continue  my  laboratory  experiments  and 
researches  in  the  production  and  refining  of  com  oil,  and  I  also  bound  myself  to 
give  the  Glucose  Sugar  Refining  Company  the  exclusive  use  and  benefit  in  the 
United  States  of  all  tne  results  of  my  experiments  and  discoveries  in  that  direc- 
tion during  the  period  of  5  years. 

Q.  Perhaps  you  can  sum  up  and  give  us  in  a  word  or  two  any  other  special 
points  there  may  be  in  your  contract? — A.  In  the  next  clause  there  was  tnis :  I 
was  to  receive  an  annual  compensation  of  $3,600,  and  in  addition  to  that  I  was  to 
receive  also  1  per  cent  on  all  the  proceeds  of  com  oil  turned  out  under  my  process. 
A  very  significant  stipulation  of  this  contract  which  I  have  faithfully  carried  out 
is  that  I  had  to  waive  and  release  all  claims  against  the  American  Glucose  Com- 
pany which  I  may  have  had  under  my  contracts,  and  the  Glucose  Sugar  Refining 
Company  was  assuming  every  responsibility  of  the  American  Glucose  Company. 
It  also  guaranteed  me  against  any  claims  which  the  American  Glucose  Company 
might  have  against  me  for  professional  services  or  otherwise. 

Q.  Now,  after  this  contract  was  made  you  continued  your  laboratory  experi- 
ments, makinp^  regular  reports  to  the  Glucose  Sugar  Refining  Comx>any? — ^A.  In 
accordance  with  the  terms  of  this  contract  I  made  practically  an  assignment  to 
the  Sugar  Trust  of  all  my  processes,  and  started  my  experiments  again  in  New 
York  City,  and  have  from  that  time  sent  laboratory  reports  every  month  cover- 
ing the  results  of  my  investigations  during  the  month.  I  declined  three  proposi- 
tions made  to  me  by  other  concerns  owing  to  the  existence  of  this  contract,  and  I 
received  exactly  on  the  1st  of  each  month,  for  a  period  of  14  months,  a  check  of 
$300  covering  my  monthly  compensation  as  per  contract. 

Q.  That  sum  you  say  you  have  received  for  14  months  ? — ^A.  For  14  months 
consecutively  I  have  received  $800,  covering  my  monthly  compensation. 

COMPANY  DID  NOT  LIVE  UP  TO  THE  CONTRACT. 

Q.  When  did  that  period  of  14  months  end  ?— A.  I  have  never  received  a  monthly 
statement  of  the  oils  sold.  There  is  a  clause  in  our  contract  which  specifies  that 
monthly  statements  shall  be  rendered  by  the  Glucose  Sugar  Refining  Company  to 
Ernest  Mas,  showing  the  amount  of  prepared  or  refined  oil  sold,  and  payment 
shall  be  made  monthly  to  Ernest  Mas,  based  on  the  amount  of  said  oil  sold,  upon 
the  basis  of  1  per  cent  on  the  amount  of  such  sales,  as  per  contract. 

Q.  That  is,  they  lived  up,  for  a  time  at  any  rate,  to  the  part  of  the  contract 
which  stated  that  they  were  to  pay  you  $300  a  month,  but  they  did  not  render  these 
reports  on  the  com  oil  manufactured  ? — ^A.  They  did  not  render  the  reports  on 
the  com  oil  manufactured.  I  have  never  received  a  monthly  statement  for  the 
oil  sold,  so  I  made  a  demand  for  monthly  statements  from  the  company,  but 
I  have  not  received  any  report  yet. 

Q.  At  what  time  did  you  make  this  demand  for  a  statement  ? — A.  Four  months 
after  our  contract  was  made  I  made  the  fii'st  one  by  letter;  I  did  not  receive  any 
reply,  but  received  on  the  Ist  of  each  month  $300  for  my  salary.  I  waited  until 
the  end  of  the  year,  thinking  that,  perhaps,  I  would  then  receive  all  the  state- 
ments for  the  months  past.  So  at  the  end  of  the  year  I  made  another  demand  f oi 
my  1  per  cent  commission  as  per  contract,  which  I  have  not  received  as  yet. 

Q.  That  was  at  the  end  of  the  year  1898  ?— A.  It  was  at  the  end  of  the  year  1898. 
I  received  my  last  check  on  the  21st  of  December,  1898. 

Q.  Since  that  time  you  have  had  no  further  salary  from  them  ? — ^A.  Since  that 
time  many  peculiar  things  have  happened.  I  did  not  know  when  I  entered  into  a 
contract  with  the  Sugar  Trust  what  was  in  store  for  me.  I  thought  that  my 
attributions  would  be  those  of  a  chemist,  when,  to  my  great  surprise,  I  received 
one  day  from  the  company,  instead  of  my  monthly  statement,  a  very  significant 
letter.  This  letter  is  signed  by  the  president  of  the  company :  "I  inclose  some 
literature  which  we  are  having  prepared  to  offset  new8pax)er  talk  about  the 
unwholesomeness  of  glucose,  starch,  etc.,  and  would  like  to  have  you  sign  the 
petition  and  also  to  interest  as  many  of  your  friends  as  possible  in  doing  the  same. 
(Signed)  C.  H.  Matthiessen,  president  Glucose  Sugar  Refining  Company.*' 

>  See  contract  at  end  of  testimony. 
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WITNESS  REFUSED  TO  SIGN  TESTIMONIALS. 

Q.  What  was  the  nature  of  this  x)etition  he  wished  yon  to  sign? — ^A.  First  of  all 
there  was  a  copy  of  the  bill  introduced  in  the  Senate  of  the  United  States  bv  Mr. 
Mason  on  the  subject  of  mixed  flour.  I  did  not  at  first  understand  what  all  this 
meant.  I  kept  all  those  papers ;  I  did  not  sign  any  testimonial,  and  I  do  not  pro- 
pose to  sign  any.  I  do  not  consider  that  the  attributions  of  a  chemist  are  to  sign 
testimonials,  but  to  attend  to  his  business  as  a  chemist. 

Q.  Did  you  think  that  these  testimonials  that  you  were  asked  to  sign  would 
give  a  false  impression  to  anyone  who  might  read  them? — A.  It  was  my  impres- 
sion that  I  could  not  consistently  sign  a  testimonial  which  was  evidently  intended 
to  counteract  a  legislative  measure. 

Q.  That  is,  a  law  has  been  oassed  providing  for  the  prevention  of  the  adultera- 
tion of  foods,  and  they  asked  you  to  sig^  a  testimonial  which  would  say  practi- 
C2iUy  that  there  either  was  no  adulteration  or  that  the  adulteration  was  not 
injurious.  Was  that  the  nature  of  the  testimonial  ? — A.  It  was  practically  to 
state  that  flourine,  or  whatever  it  is — ^glucose — ^in  fact,  all  the  by-products  manu- 
factured by  that  branch  of  the  sugar  trust,  called  the  Glucose  Sugar  Refining 
Company,  were  all  right. 

Q.  That  all  their  products  were  of  legitimate  uses,  or  articles  of  food  ? — ^A.  I 
did  not  think  I  could  sign  that  paper,  and  I  did  not  sign  it. 

Q.  Tou  could  not  concientiously ,  as  a  chemist,  sig^  the  paper  ? — ^A.  I  do  not  wish 
to  commit  myself  too  far  in  this  matter.  I  did  not  feel  like  signing  that  |)aper, 
simply  because  I  was  not  satisfied,  and  I  am  not  yet  satisfiea,  that  flourine  is 
CNiual  to  wheat  flour,  that  glucose  is  as  good  as  sugar,  that  com  oil  is  as  good  as 
linseed  oil,  that  com  cake  is  as  good  as  flaxseed  cake,  and  that  the  rubber  substi- 
tute made  from  com  oil  is  as  good  as  rubber. 

Q.  They  practicsdly  asked  you  to  sign  that  statement  which  would  have  declared 
that  the  products  of  the  Glucose  sugar  Refining  Company  were  equal  to  the 
senuine  products  you  have  mentioned? — A.  It  was  practically  that.  The  next 
Dill  which  I  received  was  from  Mr.  Brosius.  This  was  to  prevent  adulterations 
or  branding  or  imitation  of  foods,  beverages,  candies,  drugs,  or  condiments  in  the 
District  of  Columbia  and  Territories,  H.  B.  9154.  I  did  not  pay  any  attention  to 
that  either. 

Q.  For  the  same  reason? — A.  For  the  very  same  reason.  The  next  one  was 
from  Mr.  Pearce,  of  Missouri. 

Q.  That  is,  the  bill  was  introduced  by  him;  but  you  received  these  bills,  I  under- 
stand, from  the  president  of  the  Glucose  Sugar  Refining  Company? — ^A.  And  the 
request  to  sign  tne  testimonial  to  the  effect  that  the  goods  manufactured  by  the 
company  were,  to  use  the  words  of  the  president  of  the  companv,  *'  In  order  to 
offset  the  newspaper  talk  about  the  unwholesomeness  of  our  products."  I  have 
not  signed  these  papers  yet  and  I  do  not  intend  to  sign  them. 
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THE  PATENT  ON  RUBBER  SUBSTITUTES. 

Q.  Were  there  any  other  requests  made  by  the  Glucose  Sugar  Refining  Com- 

tny  that  you'  thought,  as  a  reputable  chemist,  you  could  not  accede  to  ? — ^A. 

ere  is  another  one;  m^  attention  was  called  in  the  month  of  December,  1898,  to 
the  fact  that  a  party  in  Ohio,  Mr.  William  K.  Leonard,  of  Piqua,  Ohio,  had 
invented  a  process  for  the  transformation  of  corn  oil  into  rubber  substitutes.  I 
immediately  notified  the  company  that  my  attention  had  been  called  to  that 
patent,  but  not  knowing  who  the  patentee  was,  I  told  the  company  that  I  was  not 
prepared  to  make  any  comments  as  I  had  not  seen  a  copy  of  the  sx)ecifications 
which  I  had  already  sent  to  Washington  for,  but  that  I  could  challenge  the  valid- 
ity of  such  patents  at  any  time. 

Q.  That  IS,  you  had  seen  a  notice  that  this  patent  had  been  applied  for  ? — 
A.  (Interrupting.)  I  had  notified  the  company. 

Q.  But  in  your  judgment  there  were  no  grounds  for  issuing  such  a  patent, 
because  the  process  was  already  known  ? — ^A.  The  process  has  been  known  for 
about  50  years  in  the  old  county,  and  is  public  property,  and  I  did  not  think  it 
could  be  patented  at  all,  so  I  wrote  to  tne  company  that  I  was  ready  as  the 
chemist  of  the  company  to  challenge  the  validitv  of  that  patent.  I  did  not  know 
who  was  the  patentee  at  the  time,  and  I  do  not  know  who  the  patentee  is  to-day, 
and  I  am  very  much  surprised  to  see  that  a  patent  is  granted  to  the  sugar  trust, 
or  at  least  that  branch  of  the  sugar  trust  which  is  named  the  Glucose  Sugar 
Refining  Company. 

Q.  Tou  say  the  patent  was  granted  to  that  organization? — ^A.  No;  it  was 
granted  to  lur.  Wiluam  H.  Leonard,  of  Piqua,  Ohio. 
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Q.  But  yon  think  the  patent  is  practically  controlled  or  owned  by  the  Glacose 
Renning  Company? — ^A.  I  have  no  information  regarding  what  is  really  ])atented, 
bnt  I  see  that  the  specifications  of  this  patent  are  practically  worded  in  the  very 
same  terms  as  my  chemical  report  sent  to  the  company  8  months  before. 

Q.  If  I  understand,  then,  this  matter  which  is  connected  with  the  patent  is 
this :  that  you  had  made  a  special  report  to  the  company  on  the  manufacture 
of  a  substitute  for  rubber  from  corn  oil? — A.  Yes,  this  was  made  on  October 
26,  1897. 

Q.  That  some  months  after  this  process  was  x>atented  by  some  person  unknown 
to  you ;  that  when  you  received  specifications  of  the  patent  you  found  that  these 
specifications  were  worded  almost  exactly  the  same  as  your  report  to  the  com- 
pany had  been  ? — A.  Almost  exactly  the  same. 

Q.  That  nevertheless  you  believed  the  process  is  one  that  could  not  properly  be 
patented  because  it  had  been  known  for  some  50  years? — ^A.  That  is  exactly 
the  case. 

Q.  You  believe,  then,  that  the  president  of  the  Glucose  Sugar  Refining  Com- 
pany, to  whom  your  report  had  been  made,  secured  this  patent  which  you 
believed  to  be  illegal  ? — A.  I  can  not  say  that  positively,  but  I  can  sav  this 

Q.  You  believed  it  to  be  so,  from  the  fact  that  the  specifications  of  the  patent 
were  substantially  the  same  as  your  report  to  your  president  ?— A.  It  looks 
that  way. 

Q.  That  is  the  point  that  I  understood  you  were  making?— A.  It  looks  that 
way.  Now,  what  surprises  me  more  than  anything  else  is  this,  a  request  from 
the  company  to  me  as  chemist :  *'  Please  send  your  next  laboratory  report  in  the 
form  of  an  affidavit  covering  your  investigations  as  an  expert  in  the  manufacture 
of  rubber  substitutes,  the  date  of  your  experiments  in  New  York,  the  date  of  the 
first  commercial  production  of  the  same."  There  are  15  or  16  inquiries  which 
I  shall  not  name. 

Q.  It  amounts  to  this,  I  judge,  from  what  you  say :  they  ask  you  to  make  an 
affidavit  to  show  this  was  not  patentable? — A.  They  wrote  me  to  make  out  an 
idfidavit  so  as  to  be  ready  in  the  event  of  any  legal  action  that  might  be  resorted 
to  by  parties  interested  in  the  Leonard  patents. 

Q.  You  having  had  a  long  and  thorough  experience  in  the  manufacture  of 
rubber  substitutes  they  wanted  your  next  laboratory  report  in  the  form  of  an 
affidavit,  in  such  a  way  that  they  could  defend  the  manufacture  of  this  rubber 
substitute  against  any  suit  that  might  be  brought  by  this  patentee  ? — A.  I  knew  the 
Glucose  Sugar  Refining  Company  was  contemplating  the  manufacture  of  rubber 
substitutes  and  wanted  me,  of  course,  as  a  chemist,  to  assist  them;  but  I  did  not 
wish  to  commit  myself  again  by  signing  a  paper  which  I  could  not  conscientiouidy 
sign  because  the  process  could  not  oe  patented,  and  so  notified  the  president  of  the 
comx>any  that  I  was  ready  to  go  to  Chicago  whenever  my  services  were  needed,  or 
to  appear  in  case  that  any  action  should  be  taken  by  the  patentee  of  the  rubber 
substitute  process. 

EFFECT  OF  THE  GLUCOSE  SUQAR  REFINING  COMPANY  ON  PRICES. 

Q.  You  can  perhaps  now  tell  us  something  with  reference  to  the  control  that 
the  Glucose  Sugar  Refining  Company  has  over  the  market ;  in  the  first  place,  you 
said,  I  believe,  that  the  company  included  all  of  the  plants  of  the  kind  in  the 
country,  with  the  exception  of  one,  when  it  was  first  organized? — A.  Except  one; 
90  or  95  per  cent  of  the  production  of  glucose  in  the  United  States. 

Q.  Is  that  condition  substantially  the  same  at  the  present  time?  Do  they  still 
control  95  per  cent  of  the  output  ? — A.  From  90  to  95  per  cent. 

Q.  What  has  been  ^he  effect  of  this  control  of  the  combination  upon  the  prices 
of  the  product? — A.  Before  answering  that  question  it  seems  tome  I  ou^ht  to 
mention  one  fact,  the  result  of  my  not  signing  those  testimonials.  It  was  simply 
this :  I  have  not  only  failed  to  receive  my  monthly  statements,  but  from  the  very 
day  when  I  declined  to  sign  those  papers  I  have  not  even  received  my  monthly 
check.  So  I  find  myself  to-day  with  a  5-year  contract  with  the  Glucose  Sugar 
Refining  Company,  binding  me  not  to  give  my  services  to  anyone  else.  I  have 
assigned  all  my  processes  to  the  branch  of  the  Sugar  Trust  which  I  call  the  Glu- 
cose Sugar  Remung  Company ;  I  have  instructed  the  chemist  of  the  company  how 
to  refine  com  oil,  and  from  the  1st  of  January  I  have  not  received  a  single  dollar 
of  comx>ensation. 

PRESENT  RELATIONS  WITH  COMPANY. 

Q.  (By  Mr.  Kennedy.  )  Have  you  taken  any  legal  action  against  the  company? — 
A.  It  18  my  intention  to  do  so  when  I  see  I  have  been  waiting  long  enough.  I 
intend  to  take  such  steps  as  soon  as  my  legal  adviser  says  the  time  has  come. 
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Q.  (By  Mr.  Jenks.)  Then,  if  I  understand  ^on,  the  situation  is  about  this :  In 
yoar  own  belief  yon  were  cut  off  from  receiving  any  farther  salary  because  you 
declined  to  sign  some  testimonials  which  you  could  not  conscientiously  sign? 
You  believed  you  were  living  up  to  the  termb  of  your  contract  fully  and  com- 
pletely, and  tnat  signing  testimonials  was  no  part  of  ]rour  work  as  a  chemist, 
particularly  testimonials  which  you  believed  would  nuslead  the  public? — A^  I 
could  not  sign  conscientiously,  that  is  it. 

(j.  (By  Mr.  Kennedy.)  Have  you  had  any  formal  notification  by  the  company 
of  the  severance  of  your  relations  ? — A.  The  comx>any  has  informed  me  that  I 
could  not  enforce  my  contract.  I  replied  to  the  president  of  the  company  that 
this  contract  is  in  force  until  the  27th  of  Septembcnr,  1902,  and  that  it  is  entirely 
out  of  the  power  of  the  president  of  the  sugar  trust  and  any  man's  power  to  cancel 
this  contract  without  mutual  consent. 

QUESTION  OF  PRICES  RESUMED. 

Q.  (By  Mr.  Jenks.  )  That  gives,  then,  at  the  present  time,  substantially  what  your 
relation  to  this  combination  is,  so  far  as  your  personal  relation  goes.  Now,  may 
we  take  up  this  question  of  prices  ?  What  has  been  the  effect  of  the  combination 
upon  the  j;>rice8  of  the  proaucts  made  by  it? — A.  When  I  was  first  engaged  by 
the  American  Glucose  Company  the  price  of  fflucose  was  about  80  cents  per 
hundred.  The  consolidation  took  place,  and  if  I  have  a  clear  understanding  of 
what  a  trust  means  from  an  industrial  standpoint,  it  is  to  reduce  the  expense  and 
consequently  to  reduce  the  price  of  the  finished  product.  A  little  while  after  the 
trust  was  formed  the  price  of  glucose  went  up  to  $1.60,  or  100  per  cent  above  the 
the  price  prior  to  the  combination.    The  price  of  glucose  to-day,  I  believe,  is  $1 .35. 

Q.  Whereas  before  the  combination  was  made  it  was  about  80  cents  ?— A.  It  was 
about  80  cents. 

<}.  As  regards  the  effects  on  the  prices  of  the  other  products? — A.  In  the  line  of 
com  flour  I  can  not  tell  exactly,  because  the  applications  of  this  product  are  so 
secret  that  it  is  impossible  to  get  data. 

(J.  I  understand  by  that  statement  that  there  is  not  an  open  market  for  this 
com  flour  ?— A.  There  is  some  market  for  com  flour  so  long  as  it  is  offered  as  com 
flour,  but  BO  long  as  we  have  wheat  we  shall  not  buy  com  flour,  because  we  can 
not  produce  a  quality  of  bread  which  is  acceptable  from  com  flour. 

Q.  In  your  judgment,  then,  a  large  proportion  of  this  com  flour  manufactured 
by  the  Glucose  Sugar  Refining  Ck>mpany  goes  into  the  hands  of  flour  manufac- 
turers for  mixing  with  wheat  flour,  and  is  not  sold  in  the  open  market  ?— A.  Yes ; 
it  is  offered  in  the  open  market,  but  not  as  being  equal  to  wheat  flour. 

Q.  The  reason  I  put  my  question  in  this  form  is  this :  You  said  you  had  been 
unable  to  determine  the  effect  of  this  combination  on  the  price  of  com  flour,  and 
I  inferred  that  if  the  products  were  sold  resnilarly  in  tibie  open  market  you  could 
have  discovered  that  easily. — ^A.  The  only  tning  1  have  been  able  to  find  out  yet 
was  through  a  microscopic  examination  of  the  Jtf inneapolis  flour.  I  have  exam- 
ined some  samples ;  I  have  found  some  startling  results.  It  is  extremely  difficult 
to  trace  the  presence  of  com  flour  in  wheat  flour.  The  best  experts  are  often 
misled  by  the  method  of  grinding.  Microscopic  examination  shows  a  difference 
in  texture  which  has  enabled  me  to  detect  the  presence  of  com  flour  in  wheat  flour. 

Q.  So  you  have  found  com  flour  mixed  in  wheat  flour  in  some  Minneapolis 
bruids? — A.  In  the  samples  submitted  to  me  from  Minneapolis.  The  samples  were 
sent  to  me  without  any  name,  and  I  can  not  mention  the  name  of  the  concern  that 
mixed  com  flour  with  wheat. 

Q-  Now,  can  you  tell  us  the  effect  of  the  combination  upon  the  prices  of  com 
oil  r — A.  Upon  prices  of  com  oil  the  result  has  been  about  the  same.  Com  oil 
which  used  to  sell  for  $2.25  per  100  pounds  is  worth  to-day  4  cents  per  x)ound. 

Q.  That  is,  it  has  gone  to  |4  per  100  pounds  ?— A.  Whether  the  increase  in  price 
is  due  to  my  process  of  refining  com  oil  or  to  some  other  cause  I  do  not  Imow. 
The  dilemma  is  simply  this :  If  the  price  is  due  to  the  refining  process  it  is  admis- 
sible that  the  refined  product  commands  a  higher  figure  than  tne  crude. 

Q.  This  price,  then,  of  $2.25  was  for  crude  oil?— A.  It  was  for  crude. 

crude  corn  oil  sold  for  refined. 

Q.  And  the  price  of  $4  x)er  hundred  quoted  to-day — ^is  that  for  refined  oil  or  for 
the  crude  ? — ^A.  It  is  for  the  refined.  It  is  supposed  to  be  for  the  refined,  but  I  find 
out  that  samples  are  submitted  to  me  by  my  former  clients  who  have  been  charged 
4  cents,  or  $4  per  hundred,  and  which  are  not  samples  of  refined  oil,  but  simply 
crude  oil.    I  have  called  the  attention  of  the  company  frequently  to  that  point. 
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Q.  Then  this  oil  that  was  sold  to  some  of  your  former  clients  for  $4  a  hundred 
as  refined  oil  when  submitted  to  you  for  analysis  was  found  to  be  crude  oil?— A. 
Crude  oil. 

Q.  Your  inference  from  that  is  that  the  Glucose  Sugar  Refining  Comx>any  at 
the  present  time  is  selling  crude  oil  under  the  name  of  refined  oil?— A.  That  is  the 
way  it  looks  to  me. 

).  And  getting  refined-oil  prices  for  it? — ^A.  In  some  instances. 
J.  You  say  you  have  received  complaints  from  your  former  clients  to  this  effect. 
About  how  many  such  complaints  have  come  to  you?    Can  you  recall? — A.  Oh, 
about  20. 

Q.  From  different  sections  of  the  country?— A.  From  Alabama,  Maryland,  New 
York,  and  man^  other  States  which  I  do  not  remember. 

Q.  So  that  this  custom  of  selling  crude  oil  under  the  name  of  refined  seems  to 
be  quite  widespread  in  your  judgment? — ^A.  It  may  be  that  a  mistake  has  been 
made,  but  I  have  called  the  attention  of  the  company  to  the  fact.  That  is  all  I 
can  do.  I  have  nothing  to  do  with  the  commercial  part  of  the  enterprise.  The 
only  thing  I  could  do  was  to  call  the  attention  of  tne  company  to  the  fact  that 
people  had  been  charged  refined-oil  prices  for  crude  oil. 

Q.  Is  it  difficult  for  a  person  who  is  not  an  expert  to  distinguish  between  crude 
oil  and  refined  oil? — ^A.  The  consumer  of  com  oil  in  large  quantities  will  recog- 
nize it  immediately  without  being  an  expert.  It  can  be  recognized  by  what  is 
called  the  organoleptic  test,  which  is  a  test  bv  looking  at  it  through  a  glass. 

Q.  Is  this  test  one  that  would  be  applied  by  the  ordinary  consumer? — ^A.  The 
large  consumer  would  apply  it.    The  small  consumer  would  not. 

Q.  Are  these  complaints  that  come  to  you  largely  from  the  smaller  concerns? — 
A.  From  jobbers  mostly. 

Q.  What  is  the  difference  at  the  present  time  between  the  price  of  the  crude 
product  and  the  refined  product,  so  far  as  the  market  quotations  go? — ^A.  I  have 
endeavored  to  get  those  quotations  from  the  company,  but  I  have  never  been  able 
to  ffet  a  reply  on  that  subject. 

Q.  And  these  prices  are  not  quoted  regularly  in  the  trade  papers? — A.  The  prices 
are  fixed.  I  am  satisfied  as  to  that.  And  that  is  where  I  nave  found  out  that  I 
had  to  deal  with  a  trust.  I  did  not  know  what  a  trust  was  until  I  found  out  I 
was  dealing  with  the  genuine  article. 

O.  Let  us  go  back  to  the  other  point  for  a  moment.  What,  in  your  judgment, 
is  tne  principal  difference  in  value  between  the  crude  oil  and  refined  oil? — ^A.  It  is 
the  dinerence  between  $2.25  per  hundred  and  |4  per  hundred. 

Q.  Now,  if  I  xmderstand  you,  you  mean  to  say  that  the  effect  of  this  combina- 
tion upon  the  prices  consists  simply  in  their  selling  crude  oil  under  the  name  of 
refined  and  at  the  proper  prices  for  refined? — ^A.  The  effect  of  the  combination 
has  been  this:  One  hundrea  thousand  bushels  of  com  are  used,  from  which,  in  my 
opinion,  500  to  600  barrels  of  com  oil  are  recovered.  This  quantity  of  500  or  60O 
barrels  I  shallput  at  200,000  pounds  per  day,  basing  my  calculation  on  500  pounds 
to  a  barrel.  Tne  difference  in  price  between  $2.25  and  4  cents  gives  a  difference  in 
price  in  favor  of  the  new  process  which  amounts  to  $4,000  a  day  advance  price  for 
the  company  on  com  oil  iQone. 

Q.  They  have  advanced  the  price  enough  so  that  it  gives  them  an  added  income 
of  $4,000  a  day  on  com  oil  alone?— A.  It  was  not  a  question  of  salary  which 
induced  me  to  join  the  Glucose  Sugar  Refining  Company.  It  was  the  question, 
under  the  contract,  of  that  1  per  cent  which  was  the  inducement  offered  me  to 
join  that  concern.  Some  information  has  reached  me  to  the  effect  that  last  year 
$1,750,000  worth  of  com  oil,  supposed  to  be  refined  oil,  was  distributed  in  the 
United  States  and  abroad.  This  is  what  I  have  been  able  to  trace.  On  a  basis 
of  1  percent,  I  ought  to  get  out  of  that  $17,500  commission,  which,  with  my  salary 
of  $3,600,  was  shown  to  me  bv  the  president  of  the  company  to  be  a  sufficient 
inducement  to  sign  a  contract  for  five  years  for  my  services — for  the  exclusive  use 
of  my  services. 

Q.  Let  us  go  back  to  the  question  of  the  price  for  a  moment.  Was  there  an^ 
market  price  at  aU  for  refined  com  oil  before  the  trust  was  formed  ? — A.  Corn  oil 
was  a  drug  in  the  market  at  the  time.    It  was  absolutely  impossible  to  sell  it. 

Q.  It  must  have  been  sold  at  some  price.  You  were  manufacturing  refined  oil 
there  at  Peoria  with  the  American  Glucose  Company  at  that  time.  Do  you  know 
what  price  they  received? — ^A.  For  crude  oil? 

Q.  No;  for  refined  oil.    There  was  a  short  time,  if  I  undersand  correctly A. 

(Interrupting.)  $8.50. 

Q.  (Continumg. )  After  you  had  built  a  refinery  before  the  trust  was  formed  ?— 
A.  $3.50  for  the  crude  oil.    For  a  while  they  were  receiving  $3.50  to  $3.75. 

Q.  Now,  the  difference  in  price  between  that  day  and  the  present  for  the  refined 
oil,  provided  that  any  refinea  oil  is  sold  now  at  all,  would  be  simply  the  difference 
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between  $3.50  and  $i;  is  that  ri^ht  ?— A.  Is  it  not  in  that  case  as  it  has  been  in 
another  case  which  I  have  read  about  ?  It  comes  from  the  same  tank.  If  a  man 
insists  npon  getting  4-cent  refined  oil,  he  gets  it;  if  he  does  not,  he  gets  the  crude 
and  he  gets  cnarged  4  cents. 

<^.  The  main  effect,  then,  has  been  that  they  are  selling  crude  oil  for  refined 
quite  generally.    Now,  can  you  give  us  the  effect  of  the  combination  upon  the 

Srice  of  any  other  of  their  products?  You  have  spoken  of  the  glucose,  which  is 
ouble  in  price,  and  of  its  enect  upon  the  price  of  com  oil.  How  about  its  effect 
upon  other  products? — ^A.  It  is  impossible,  as  I  have  already  said,  to  get  quota- 
tions on  what  the^  term  flourine  unless  you  are  an  insider.  As  to  rubber  sub- 
stitute, I  can  not  sign  this  affidavit  to  the  effect  that  the  process  can  be  patented, 
because,  in  my  opinion,  it  can  not  be  patented. 

Q.  What  has  tne  effect  ux>on  the  price  of  rubber  substitute  been  ?  Is  there  any 
increase  in  the  price  of  tiiat  ? — A.  People  do  not  like  it;  it  has  some  drawbacks 
which  do  not  appear  at  first.  Of  course,  the  reduction  is  such  that  it  is  an  induce- 
ment to  use  rubber  substitute  in  place  of  para  rubber,  but  I  am  under  the  impres- 
sion that  this  process  is  not  a  success. 

Q.  You  are  not  able  to  detect  in  the  market  any  difference  in  the  price  of  this 
rubber  substitute  as  time  goes  on  ? — A.  In  fact,  the  su^r  trust  controls  practi- 
cally the  entire  production  of  com  oil  and  rubber  substitute  in  the  United  States. 
Q.  So  that,  in  your  judgment,  they  fix  the  price  at  whatever  height  they  think 
will  bring  them  the  largest  net  income  ? — A.  Yes. 

VALUE  OF  PLANTS  AND  CAPITALIZATION  OF  QLUCOSB  SUGAR  REFINING  COMPANY. 

Q.  You  have  spoken  once  or  twice  with  reference  to  the  price  at  which  this 
corn-oil  refinery,  that  you  put  up  in  Peoria,  was  sold  to  the  Glucose  Sugar  Refin- 
ing Companv.  Can  yon  give  us  any  information  with  reference  to  the  value  of 
the  plants  that  are  consolidated  in  the  Glucose  Sugar  Refining  Company  as 
compared  with  their  capitalization  ? — A.  I  can  not  give  a  very  accurate  estimate 
or  approximation,  but  I  believe  that  |6, 000 ,000  would  be  a  fair  price. 

Q.  Do  you  believe  that  the  plants  they  have  now  could  be  reproduced  for 
96,000,000? — A.  Not  including  the  real  estate.  The  real  estate  constitutes  most 
of  their  value.    They  are  mostly  old  worn-out  plants. 

Q.  Can  you  give  an  estimate  that  you  think  would  be  fair  and  conservative  as 
to  the  value  of  all  the  plants  they  have,  including  the  real  estate,  at  the  present 
time?— A.  $6,000,000. 

Q.  Including  the  real  estate.    What  is  their  capitalization?— A.  $40,000,000. 

Q.  Have  you  taken  any  special  pains  or  made  any  careful  study  of  the  value  of 
these  plants  in  order  to  make  this  estimate  that  you  put  on  them  of  $6,000,000  ? — 
A.  I  have  seen  them  as  a  chemical  engineer ;  audit  is  as  near  as  I  could  make 
an  estimate  if  I  had  to  furnish  one  to  another  manufacturer. 

Q.  Do  you  know  what  dividends  this  company  has  paid  upon  its  $40,000,000 
capitalization? — ^A.  I  understand  that  the  company  is  paying  1^  percent  dividend 
quarterly. 

Five  per  cent  a  year? — A.  Yes. 

On  $40,000,000  capitalization  ?— A.  On  $40,000,000  capitalization. 

^.  You  spoke  of  having  yourself  built  this  corn-oil  refinery.  Can  you  tell  us 
approximately  or  accurately  how  much  it  cost  to  build  it  ? — ^A.  Approximately,  I 
believe  I  could.  We  put  in  machinery,  apparatus,  building,  and  connections,  but 
I  believe  that  not  over  $25,000  was  investea. 

Q.  Not  over  $25,000.  Do  you  know  what  price  was  secured  for  that  when  it 
went  into  the  combination? — A.  You  mean  for  the  assets? 

Q.  Of  this  one  plant;  yes.— A.  It  is  a  matter  of  public  report  or  record,  I 
guess,  that  halt  a  million  dollars  was  the  price  of  it  at  the  time. 

Q.  It  was  put  in  at  half  a  million  dollars?— A.  That  is  what  I  read ;  I  do  not 
know  where  I  have  read  it ;  I  can  not  tell  exactly  where  I  have  read  it ;  and  I  will 
only  give  that  as  my  opinion. 

RELATIONS  OF  GLUCOSE  SUGAR  REFINING  COMPANY  TO  THE  SUGAR  TRUST. 

Q.  You  have  spoken  several  times  of  the  Glucose  Su&rar  Refining  Company  as 
part  of  the  Sugar  Trust.  What  reason  have  you  for  thinRdng  that  the  two  are  con- 
nected in  any  w«^  ? — ^A.  I  have  simply  this  reason.  When  I  entered  into  the  con- 
tract with  Mr.  Matthiessen,  after  the  experience  I  had  before  the  consolidation,  I 
wanted  to  know  if  the  corporate  existence  of  the  Glucose  Sugar  Refining  Com- 
pany would  last  at  least  5  years.  That  was  the  time  of  my  contract.  Mr.  Mat- 
thieesen  told  me  himself  that  Mr.  H.  O.  Havemeyer  was  his  uncle,  and  gave  me  a 
gentie  hint  that  there  was  before  me  the  opportunity  of  my  life,  of  Decoming 
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the  chemist  of  the  SuRar  Trost.  I  did  not  nnderstand  at  the  time  what  it  meant, 
but  I  understood  with  such  a  goarantee,  moral  guarantee,  as  that  of  Mr.  H.  O. 
Havemeyer  I  had  nothing  to  fear  about  my  1  per  cent  and  my  salary,  so  I  signed 
that  contract  for  6  jrears.  But  I  have  no  tangible  proof  of  a  combine  existing  be- 
tween the  Glucose  mterest  and  the  cane-sugar  interest. 

Q.  You  say  you  have  no  proof  of  that? — A.  I  have  no  proof  of  that.  I  infer 
simply  from  what  I  have  been  able  to  see  during  my  20  years'  experience. 

Q.  W  hat  relations  exist  between  the  uses  of  glucose  and  the  uses  of  cane  sugar 
wmch  would  make  it  advantageous  for  the  two  to  be  combined?  Are  there  any? — 
A.  The  glucose  sugar  does  not  conflict  in  any  way  with  the  cane-sugar  market. 
Glucose  is  worth  $1 .35 ;  sugar  is  worth  a  great  deal  more.  I  believe  that  the  exist- 
ence of  the  Glucose  Sugar  Refining  Companv  is  due  entirely  to  that  cause,  which 
I  may  call  the  law  of  demand  and  supply,  which  calls  for  an  article  cheaper  than 
pure  cane  sugar;  and  it  is  with  the  Sugar  Trust  as  I  believe  it  is  with  any  other 
concern.  When  a  corporation  has  established  a  name  for  the  sale  of  a  pure  arti- 
cle, such  as  crystalliz^  sugar,  and  the  demands  of  the  trade  are  for  cheapening 
compounds,  the  mother  house,  if  I  can  call  it  that,  creates  another  house. 

Q.  A  related  house? — ^A.  A  related  house  under  them,  whose  business  is  simply 
to  supply  the  trade  which  the  parent  house  does  not  care  to  supply.  So  I  believe 
there  is  a  combine  existing  between  the  Glucose  Sugar  Refining  Company  and 
the  American  Sugar  Refimng  Company;  there  is  at  least  «n  understanding. 

Q.  That  is,  there  are  certain  uses  to  which  glucose  can  be  put  that,  if  it  were 
not  for  the  existence  of  glucose,  would  have  to  be  supplied  by  sugar,  as,  for  exam- 
ple, the  manufacture  of  cheap  candies,  or  something  of  that  kind? — ^A.  I  believe 
that  when  we  ^et  the  new  sugar-producing  countries  to  giving  us  all  the  sugar  in 
the  raw  condition,  there  will  be  no  reason  lor  the  existence  of  any  glucose  concern 
in  the  United  States. 

(^.  That  is,  you  think  that  raw  sugar  will  ultimately  come  from  Cuba,  the 
Philippines,  etc.,  and  be  as  cheap  substantially  as  glucose  is? — A.  Then  siruiM 
can  be  made  which  will  be  free  from  sulphuric  acid  and  from  all  the  objections 
that  glucose  sugar 

Q.  You  think  that  glucose  sugar  is  objectionable  on  account  of  the  presence  of 
sulphuric  acid? — ^A.  On  account  of  its  mineral  acid  reaction.  The  four  legs  upon 
which  the  Glucose  Sugar  Refining  Company  stands  to-day  are,  glucose  as  a  cheap 
substitute  for  sugar,  com  flour  as  a  cheap  substitute  for  wheat  flour,  com  oil  as 
a  cheap  substitute  for  linseed  oil,  corn-oil  rubber  as  a  cheap  substitute  for  rubber. 
I  do  not  wonder  that  the  American  Sugar  Refining  Company  do  not  care  to  put 
their  names  on  the  barrels  of  goods  manufactured  by  the  Glucose  Sugar  Refinmg 
Company. 

Q.  (By  Mr.  C.  J.  Harris.)  Do  I  understand  vou  to  say  that  the  American 
Sugar  Refining  Company  puts  their  name  on  ? — A.  No;  I  say  I  am  not  surprised 
that  they  do  not.  To  come  back  to  my  own  personal  contract  with  the  company, 
I  have  reason  to  say  that  the  Sugar  Trust  believes  that  it  is  the  understanding  of 
our  contract  that  1  am  engaged  as  a  chemist  to  si^  testimonials  in  order  to  offset 
newspaper  talk,  to  indorse  affidavits  on  legal  points  which  I  do  not  understand, 
and  to  work  simply  to  counteract  legislative  measures.  I  shall  not  be  a  party  to 
such  schemes. 

Q.  (By  Mr.  Kennedy.)  Is  there  anything  in  that  contract  which  could  possibly 
be  construed  so  that  you  would  be  called  upon  to  perform  such  duties  for  the  Glu- 
cose Sugar  Refining  Company  ? — A.  If  there  had  been  such  a  clause  I  would  not 
have  signed  the  contract. 

EXTENSIVE  INTERESTS  OP  THE  SUGAR  TRUST. 

Q.  (By  Mr.  Jenks.  )  You  will  perhaps  put  a  copy  of  that  contract  in  evidence,  if 
you  have  a  copy  here.  You  have  explained  some  of  the  evils  which  come  from  these 
combinations — ^the  increase  of  their  prices,  etc.  Can  you  suggest  any  remedy? — 
A.  As  a  chemical  engineer,  I  believe  in  combines  which  are  intended  for  econom- 
ical purposes  to  reduce  the  cost  of  production,  but  I  do  not  believe  in  combines 
the  effect  of  which  is  just  the  reverse.  We  have  not  reached  the  time  that  we 
may  be  afraid  of  the  universal  trust ;  but  if  that  trust  should  ever  come  it  will 
not  come  from  the  Beef  Trust  or  the  Standard  Oil  Trust.  They  manufacture  a 
great  many  by-products,  no  doubt,  but  they  do  not  manufacture  one-tenth  of  the 
products  manufactured  by  the  Sugar  Trust.  I  was  at  first  under  the  impression 
that  the  Sugar  Trust  was  simply  manufacturing  sugar  until  such  a  time  as  I 
found  out  that  they  were  interested  in  almost  anything  and  everything,  from  glu- 
cose, I  should  have  said,  to  rubber  boots.  I  do  not  believe  that  Mr.  Itockefeller 
will  ever  have  anything  to  offer  to  Mr.  Havemeyer,  and  I  do  not  believe  that  Mr. 
Armour  will  ever  have  anything  to  offer  to  Mr.  Havemeyer ;  but  I  do  believe  that 
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^e  time  will  come  when  Mr.  Havemeyer  will  be  able  to  sell  to  Mr.  Rockefeller 
enough  com  oil  to  revolutionize  the  entire  production  of  linseed  oil  in  the  United 
States,  and  to  Mr.  Armour  all  the  feed  stuff  that  he  ma^r  need  to  run  his  stock 
yards.  I  have  read  about  the  proposed  billion-dollar  combine  of  brewers.  I  should 
like  to  ask  a  brewer  what  he  would  do  if  the  Glucose  Sufl;ar  Refining  Company 
should  tell  him  that  he  could  not  fi^et  anv  glucose.    He  could  not  make  his  beer. 

Q.  You  mean  that  practically  ail  the  beer  in  the  country  at  the  present  time  is 
manufactured  with  glucose  ? — ^A.  I  simply  wish  to  point  out  that  ii  there  is  a  dan- 
gerous trust — if  there  has  ever  been  any  danger  from  a  trust — ^it  is  the  trust  which 
controls  all  the  sugar,  the  breweries,  the  com  flour,  the  com  oil,  and  rubber  sub- 
stitute of  this  country. 

Q.  Is  glucose  used  regularly  in  the  manufacture  of  beer? — ^A.  Glucose  is  used 
as  a  substitute  for  yeast  in  the  manufacture  of  beer. 

Q.  Do  you  think  that  use  is  quite  general? — A.  Almost  universal. 

Q.  Do  think  that  the  glucose  used  in  the  manufacture  of  beer  and  cheap  can- 
dies is  deleterious  or  injurious  to  health? — ^A.  I  am  not  a  physician,  and  I  can  not 
give  you  an  answer  that  would  be  of  any  weight.  I  have  simply  conducted  experi- 
ments with  the  view  of  finding  the  action  of  glucose  upon  membranes  of  a  vege- 
table nature,  but  not  upon  membranes  of  the  stomach,  because,  as  I  say,  I  am  not 
a  physician.  The  results  of  my  investigation,  I  consider,  belong  to  the  company, 
and  I  do  not  feel  at  liberty  to  mention  that  here. 

Q.  The  same  answer  would  apply,  would  it,  to  the  question  as  to  the  nutritive 
power  of  com  flour  as  compared  with  white  fiour? — ^A.  I  do  not  question  the 
nutritive  power  of  com  flour. 

Q.  Do  you  think  it  is  equal  to  that  of  white  flour  ? — A.  Opinions  are  divided  on 
that  question.  I  have  read  the  opinion  of  Professor  Wiley,  and  I  have  agreed  to 
some  extent  with  his  views ;  but  there  is  a  fact  which  remains,  and  that  is  that  it 
is  utterly  impossible  to  make  an  excellent  mixture  of  white  bread  from  com  on 
accoxmt  of  its  lack 

Q.  (Interrupting.)  Are  the  processes  used  in  the  manufacture  of  glucose  and 
com  oil  and  in  refining  com  oil  the  same  processes  which  you  yourself  discovered 
in  part? — A.  Most  of  them. 

Q.  Most  of  them  are  used  by  the  Glucose  Sugar  Refining  Company? — A.  It 
would  be  unwise  to  patent  a  process  which  is  based  ux)on  a  combined  application 
of  mechanics  and  chemistry. 

Q.  So  the  processes  are  not  patented,  but  are  kept  secret  for  the  manufacture  ? — 
^L*   X  es. 

A  REMEDY  FOR  THE  EVILS  OF  COMBINATION. 

Q.  I  asked  vou  some  time  ag[o  if  you  had  any  remedies  to  suggest  for  the  evils 
that  you  think  are  associated  with  some  of  these  combinations.  Have  you  any  f — 
A.  I  do  not  wish  to  say  anything  that  would  be  detrimental  to  the  company,  but 
I  wish  to  speak  about  trusts  in  general,  basing  my  remarks  on  personal  experi- 
ence. I  believe  that  there  is  a  remedy.  It  was  suggested  not  lon^  ago  that,  pro- 
viding we  can  find  a  prox>er  definition  for  a  trust  from  an  industrial  standpoint, 
from  a  monopolistic  standxx>int,  goods  manufactured,  staple  goods,  or  food 
products  manufactured  by  foreign  concerns  in  the  same  lines,  be  admitted  free 
of  duty.  I  do  not  agree  with  that  view  of  the  situation.  I  believe  there  is  a 
better  remedy  than  that,  and  that  is  for  the  United  States  to  put  an  internal  tax 
on  goods  manufactured  by  corporations  controlling  the  trade.  Take,  for  instance, 
com  oil.  A  great  man^  people  write  me,  * '  We  want  to  get  a  carload  of  corn  oil. " 
I  have  nothing  to  do  with  the  commercial  part  of  the  institution,  but  they  can  not 
get  that  com  oil  and  consequently  the  demand  is  greater  than  the  available  sup- 
ply. There  is  no  Question ,  therefore,  as  to  the  Sugar  Trust  controlling  entirely  all 
the  products  and  by-products  derived  from  glucose  in  the  United  States;  and,  in 
my  opinion,  when  a  corporation  has  reached  a  point  where  it  controls  not  only 
the  trade  but  fixes  the  prices,  disregards  contracts,  disregards  patents  from  other 
people — ^there  is  one,  for  instance  (producing  paper) — ^it  is  time  for  the  Govern- 
ment to  step  in. 

Q.  Do  I  understand  you  to  say  in  this  case ? — A.  There  is  a  man  that  has 

a  patent  on  com  oil. 

Q.  That  they  are  using  regularly  ? — A.  They  do  not  care  anything  about  that. 
This  man  would  be  a  very  good  witness  before  the  commission,  I  guess.  He  is  a 
man  of  very  high  standing  and  integrity — Mr.  George  W .  Banker,  of  New  York. 
I  was  saying  that  when  a  corporation  or  concern  has  reached  such  a  point,  it 
seems  to  me  that,  with  my  limited  knowledge  of  economics  in  this  country  it  is 
high  time  for  the  United  States  Government  to  step  in ;  and  the  only  remedy 
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which  I  snggest  would  be  to  put  an  intemal-reyenue  tax  on  things  the  use  of 
which  is  not  fully  known  and  the  production  of  which  is  not  possible  by  any 
other  concern. 

Q.  Thatis,  you  would  put  an  internal-revenue  tax  on  monopolistic  products 
manufactured  in  this  country? — ^A.  Instead  of  free  import  duty  from  other 
countries. 

(^.  (By  Senator  Malloby.)  Would  not  the  consumer  have  to  pay  that  tax 
ultimately? — ^A.  I  can  say  this:  There  is  a  point  where  the  consumer  will  have  to 
pay  the  tax  temporarily,  but  ultimately  he  would  buy  less  com  oil.  When  I 
3oined  the  company  he  paid  (2.25  per  100  pounds.  It  is  impossible  to-day  to  get 
com  oil  for  less  than  $3.75  to  $4,  which  is  about  75  per  cent  higher  than  it  would 
be  to  pay  an  internal-revenue  tax  of  80  or  40  per  cent.  The  consumer  would  pay 
about  one-half  or  one-fourth  the  tax,  about  one-half  or  one- fourth  of  the  increase. 

Q.  Do  you  think  that  there  would  be  an  advantage  ? — A.  It  seems  to  me  that  all 
products  the  use  of  which  is  not  perfectly  clear,  such  as  flourine,  corn  oil,  and 
rubber  goods,  should  not  be  controlled  by  one  corporation,  but  by  the  Government. 
It  is  my  study  of  the  question  and  my  personal  experience  that  has  led  me  to  this. 

(^.  You  think  they  should  be  under  inspection  by  the  Government,  and  that  if 
an  internal-revenue  tax  were  levied  on  tnem  they  would  be  brought  under  the 
inspection  of  the  Government;  is  that  the  idea? — A.  And  further  tnan  that,  it  is 
giving  too  much  power  to  one  man  here  to  give  him  the  right  to  dictate  to  any  man 
in  the  country  what  he  should  do  and  what  he  should  not  do. 

COMBINATIONS  AND  THE   TARIFF. 

Q.  (Bv  Representative  Bell.)  You  spoke  of  the  remedy  of  taking  the  tariff  off 
an  article  that  is  syndicated.  Would  it  be  an^  benefit  in  a  case  like  petroleum  or 
coal  oil,  where  you  have  practically  no  competition  ?  The  tariff  would  not  help  a 
syndicate  like  the  oil  syndicate,  would  it?— A.  I  do  not  quite  grasp  the  question. 

(J.  You  were  speaking  of  the  proposed  remedy  of  takmg  the  tariff  from  any- 
thing that  is  formed  into  a  trust.  Now,  suppose  it  were  iron,  or  steel ,  or  petroleum , 
or  rubber,  that  we  can  now  beat  the  world  on,  would  that  be  the  remedy  at  all  ? — 
A.  There  is  a  distinction  between  those  two — ^between  the  two  classes  of  products — 
and  that  distinction  is  this :  Take  the  Standard  Oil  Company,  for  instance ;  any 
man  can  discover  an  unlimited  quantity  of  oil  to-morrow  and  be  in  a  position  to 
compete  to  a  great  extent  with  the  Standard  Oil  Company,  but  no  man  can  organ- 
ize an  institution  that  will  be  able  in  24  hours  to  compete  with  the  Sugar  Trust, 
because  it  does  not  require  the  discovery  of  a  mineral  product  to  be  enabled  to 
compete.  It  is  a  question  of  ^ears  and  years  of  organization.  The  best  Ameri- 
can institution,  as  far  as  organization  is  concerned,  lonce  thought  to  be  the  Stand- 
ard Oil  Company.  I  think  I  know  better  to-day.  I  do  not  believe  there  is  a 
single  barrel  of  com  oil  shipped  from  Chicago  to  Kussia  which  is  not  traced  from 
the  moment  it  leaves  the  factory  until  it  reaches  the  consumer. 

Q.  You  do  not  ship  to  Russia,  do  you  ? — A.  We  ship  to  Russia  because  there 
they  do  not  know  how  to  make  com  oil  to-day.  They  do  not  know  how  to  make 
glucose.  The  United  States  has  a  monopoly  and  controls  com  oil.  For  this  rea- 
son the  remedy,  based  upon  the  suppression  of  the  import 'duty,  would  not  be  a 
remedy  at  all. 

Q.  Would  it  be  a  remedy  for  iron,  or  steel,  or  rubber  ? — ^A.  That  may  be  another 
case.    Being  an  expert  only  in  this  line,  I  can  not  express  an  opinion  on  any  other. 

Q.  We  are  shipping  iron  and  steel  right  into  London  at  the  present  time? — A.  I 
can  not  express  an  opinion  upon  iron  and  steel.  My  20  years'  experience  has  been 
in  com  oil,  glucose,  and  sugar. 

Q.  It  seems  to  me  if  you  had  your  internal  tax  on  the  products  of  the  trust  they 
would  simply  put  it  on  the  consumer? — ^A.  The  internal  tax  would  certainly  not 
be  100  per  cent  unless  it  was  deemed  advisable  by  the  Government  to  put  it  so 
high.  1  spoke  simply  of  products  the  use  of  whicn  is  not  perfectly  clear,  such  as 
the  products  of  the  Glucose  Sugar  Refining  Company. 

Q.  You  do  not  doubt  at  all,  do  you,  but  what  the  Standard  Oil  Company  is  a 
trust? — ^A.  I  do  not  consider  the  Standard  Oil  Company  a  trust ;  that  is  a  pretty 
wild  expression  of  opinion.  I  recognize  a  distinction  between  a  trust  and  an  abso- 
lute monopoly.  I  believe  we  may  consider  that  the  Standard  Oil  Company  has  an 
absolute  monopoly  of  petroleum. 

Q.  What  would  you  do  with  an  absolute  monopoly  like  that?  What  remedy 
would  you  propose? — ^A.  I  have  suggested  a  remedy  in  the  case  of  which  I  am 
speaking.  I  said  I  would  not  feel  justified  in  expressing  an  opinion  on  some 
other  question. 

Q.  You  say  you  believe  in  combination.    You  do  not  believe  in  combinations 
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like  that?— A.  I  do  not  believe  in  combinations  like  that.  I  believe,  as  a  chemical 
engineer,  in  simplifying ;  and  it  seems  to  me  the  immediate  result  of  a  combine  is 
to  simplify.  There  are  certainly  eood  points  in  combines  which  should  be  taken 
into  consideration.  If  the  aim  of  comoines  is  to  reduce  the  cost  of  production, 
I  am  certainly  in  favor  of  them;  but  when  the  evident  purpose  is  to  monopolize 
trade,  to  control  and  regpolato  the  consumption,  the  question  is  simply  this:  To 
find  out  first  of  all  a  proper  definition  of  a  trust — I  come  again  to  the  original 
question — and  then  the  Government  should  step  in,  it  seems  to  me.  I  have  noth- 
ing to  suggest  except  an  internal-revenue  tax  on  goods  the  use  of  which  is  not 
perfectly  clear. 

EFFECT  OF  COMBINATIONS  ON  WAOE-EARNBBS. 

Q.  May  not  all  the  sreat  manufacturing^  institutions  shut  down  plants  and  leave 
the  men  vnUiout  emi^oyment  and  do  no  injury  at  all  to  the  owner  of  the  individ- 
ual plant?— A.  I  have  been  stud3ang  the  industrial  aspect  of  the  question,  but  I 
have  not  given  any  time  to  the  labor  aspect. 

Q.  Womd  any  of  your  remedies  cover  a  case  of  mills  closed  by  a  combination 
whose  owners  stiU  received  profit  from  the  combination? — ^A.  I  repeat  again  that 
I  can  only  suggest,  as  a  result  of  my  personal  experience,  a  remedy  in  such  a  case  as 
the  Glucose  Sujgar  Refining  Company.  It  is  to  be  expected  that,  by  simplifying 
and  by  combining,  a  great  many  x)eople  will  be  thrown  out  of  employment.  That 
is  to  be  expected.  Traveling  salesmen  may  be  thrown  out  of  employment  by  the 
fact  of  combining  the  interests  of  the  Glucose  Sugar  Refining  Company. 

Q.  Is  not  that  ^ust  the  way  you  lost  your  place?— A.  The  way  I  lost  my  place? 
I  have  not  lost  my  place ,  for  the  simple  reason  that  the  Glucose  Sugar  Refining  Com- 
X>any  is  one  of  my  clients  to  the  extent  that  they  have  tied  me  up  by  contract  for 
5  years.  I  have  agreed  for  a  certain  consideration  not  to  engage  my  services  with 
any  other  corporation  in  the  United  States  until  the  27th  day  of  September,  1902. 

Q.  But  if  your  company  had  not  gone  into  the  trust  is  it  not  your  idea  that  you 
would  have  had  amicable  arrangements  with  them  up  to  this  time? — A.  If  the 
company  had  not  formed  a  trust  1  should  not  care  anything  about  what  they  did, 
because  I  could  find  employment  to-morrow  with  another  corporation.  The 
aspect  of  the  question  is  entirely  different.  I  can  not  go  to-morrow  to  another 
concern,  because  there  is  no  other  concern  in  the  United  States. 

Q.  Ajiditabsolutely  blacklists  you,  does  it  not?  -A.  Ajid  consequently  whether 
I  carry  out  the  terms  of  my  contract  or  not  I  am  no  better  off. 

Q.  But  you  have  no  opi)ortunity  whatever  now  of  getting  employment  in  your 
line  of  business  in  the  United  States  on  account  of  this  trust? — ^A.  Unless  there  is 
another  corporation  being  formed,  willing  to  engage  my  services  and  take  their 
chances,  knowing  that  there  is  a  contract  existing  with  the  trust.  I  could  not 
to-day,  without  violating  my  contract,  join  any  ot£er  company,  and  further  than 
that  there  is  no  other  company ;  so  the  situation  created  bv  the  labor  aspect  of  the 
question,  which  is  the  result  of  simplifying  in  the  case  of  traveling  salesmen,  is 
an  entirely  different  (question  from  the  one  I  have  considered. 

Q.  Does  not  the  private  syndicating  of  these  institutions  result  in  making  labor 
absolutely  powerless  ? — ^A.  Yes ;  there  are  remedies  which  the  labor  organizations 
can  use. 

Q.  How  would  the  organization  remedy  it  in  the  town  of  Pueblo?  I  notice 
that  in  the  town  of  Pueblo  they  have  about  2,500  men  working  as  smelters.  The 
law  provides  that  they  shall  only  work  8  hours  after  the  15th  of  June.  Now,  the 
smeltermen  and  the  friends  of  the  smelters  say  to  these  laborers, ''  We  are  indif- 
ferent ;  we  are  in  a  trust ;  it  makes  no  difference  to  us  whether  we  shut  down  in 
Pueblo  or  not."  If  they  do  shut  down  in  Pueblo,  they  can  go  on  running  the 
smelters  at  Denver,  at  Salt  Lake  City,  and  at  Omaha  the  same  as  in  Pueblo,  and 
make  the  same  profit  as  though  their  smelters  were  running  there,  but  the  labor- 
ers are  without  employment. — ^A.  Now,  you  have  reached  a  point  where  there  is 
some  similarity  between  your  case  and  the  case  I  have  in  view.  I  have  found  out 
that  the  Sugar  Trust  is  conducting  its  business  under  methods  which  it  is  abso- 
lutely impossible  for  anyone  to  understand.  You  were  sayinff  that  if  they  should 
leave  one  corporation,  or  one  concern  of  the  trust,  they  would  simply  have  to  go 
to  another. 

RELATIONS  OF  WITNESS  TO  GLUCOSE  SUGAR  REFINING  COMPANY  RESUMED. 

Q.  Ajid  does  not  that  blacklist  them  ?  Suppose  a  man  strikes  in  one  branch  of 
the  Sugar  Trust,  or  take  your  case,  you  are  now  at  outs,  as  it  were,  with  one 
branch  of  the  SuKar  Trust ;  will  not  that  blacklist  ^ou  in  every  one  in  the  United 
States?— A.  Well,  I  am  inclined  to  think  it  may,  simply  because  the  last  time  I 
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went  to  Chicago  there  were  Professor  Horton,  Dr.  FnelHiig,  Professor  Hamphrey, 
and  Dr.  Amo  Behr,  all  of  them  chemists  of  the  highest  rank,  and  Mr.  Tnomas 
Gaxmt,  general  superintendent  of  the  company,  under  a  5  years'  contract  like 
myself,  with  a  salary  of  $25,000  a  year. 

Q.  (By  Mr.  Jenks.)  These  other  chemists  also  were  in  the  employ  of  the  com- 
pany?— A.  They  formed  a  part  of  the  chemical  staff  of  the  Su^po*  Trnst,  that 
oranch  of  the  Sugar  Trust  which  is  the  Glucose  Sugar  Refinmg  Company, 
every  one  of  them. 

Q.  How  is  it  to-day?— A.  Dr.  Amo  Behr  is  in  California,  and  I  do  not  know 
what  he  is  doing.  Inrof essor  Humphrey  is  somewhere  in  New  York  looking  for  a 
position.  I  do  not  know  where  Professor  Horton  is ;  and  I  am  here.  Now,  it 
seems  to  me  that  there  is  a  constant  process  of  assimilation  and  elimination ;  the 
assimilation  of  knowledge  whenever  there  is  an  opportunity  to  get  it  and  a  proc- 
ess of  elimination  when  the  knowledge  has  been  imx>arted.  That  is  exactly  my 
case,  and  there  is  no  remedy  there. 

Q.  (By  Representative  Bell.)  Now,  could  not  your  company  refuse  or  fail  to 
run  a  particular  institution  that  you  were  superintending  and  supply  the  demand 
from  other  companies  and  leave  yours  out? — A.  There  is  no  other  company. 

Q.  I  thought  there  were  numerous  glucose  companies? — A.  My  contract  is 
made  with  the  trust. 

Q.  Suppose  the  combination  would  not  manufacture  that  particular  article  ?  I 
am  talking  about  your  ideas  and  your  remedy. — A.  There  is  no  remedy  ii\  this  case. 

1  believe  that  I  have  as  much  riffht  to  look  into  the  books  of  the  Glucose  Sugar 
Refining  Company  as  the  president  of  the  company  has  under  the  terms  of  my 
contract. 

Q.  (By  Mr.  Jenks.)  At  what  time  did  you  say  it  was  that  you  were  employed 
by  the  American  Glucose  Company  in  Peoria? — ^A.  I  have  the  contract  here. 
Q.  It  is  the  date  we  are  after. — A.  Three  years  prior  to  this  time.    I  had  been 

2  years  with  the  Peoria  concern  prior  to  joimng  this  institution.  I  have  not  here 
a  copy  of  the  contract  with  the  Peoria  people.    I  thought  I  had  it  with  me. 

Q.  It  would  be  sometime,  then,  you  think,  in  the  year  1895? — A.  I  believe  it 
was  1895.  I  was  at  that  time  under  contract  with  a  great  many  private  concerns, 
corporations,  I  know. 

Q.  Can  you  tell  me  what  time  this  combination  was  effected  by  which  the 
American  Glucose  Company  went  out  of  existence  ? — A.  It  was  2  months,  perhaps, 
before  I  joined  the  trust. 

O.  About  what  time  was  that? — ^A.  It  was  in  July  or  August,  1897. 

*Q.  Probably  in  July  or  August,  1897,  that  the  Glucose  Sugar  Refining  Com- 
pany was  formed? — ^A.  Yes. 

Q.  Then  your  contract  with  them  is  dated A.  A  month  or  two  after,  2 

months  after,  I  guess. 

Q.  There  had  been  negotiations  pending  before  that  time? — ^A.  That  was 
simply  on  account  of  differences  between  the  two. 

Testimony  closed. 

Note. 

Following  is  a  copy  of  the  contract  between  Mr.  Mas  and  the  Glucose  Sugar 
Refining  Company,  referred  to  by  him  on  page  76  of  his  testimony : 

This  agreement,  made  at  Chicago,  Dlinois.  this  27th  day  of  September,  A.  D. 
1897,  by  and  between  Ernest  Mas,  consulting  chemist  and  chemical  engineer,  of 
Brooklyn,  New  York,  party  of  the  first  part,  and  the  Glucose  Sugar  Refining 
Company,  of  Chicago,  party  of  the  second  part. 

Witnesseth,  that  said  party  of  the  first  part  being  a  consulting  chemist  and  an 
expert  in  oil  refining,  and  said  party  of  the  second  part  being  a  manufacturer  of 
crude  com  oil,  it  is  agreed  as  follows : 

For  and  in  consideration  of  the  payment  of  one  dollar  cash  in  hand,  paid  this 
day,  and  the  further  consideration  of  an  annual  compensation  of  three  tnousand 
six  hundred  dollars  ($3,600)  per  year  for  his  professional  services  (payable  in 
monthly  instalments  of  three  nunared  dollars  (|300)  per  month  on  the  first  of 
each  month  by  said  Glucose  Sugar  Refining  Company) ,  Ernest  Mas  becomes  from 
this  date,  and  for  a  period  of  five  years,  the  consulting  chemist  and  chemical 
advisor  of  the  Glucose  Sugar  Refining  Company  on  all  questions  pertaining  to 
com  oil,  its  methods  of  extractions,  uses,  manufacture,  special  treatment,  and 
preparation  and  industrial  applications. 

Ernest  Mas  binds  himself  not  to  act  as  consulting  chemist  of  any  other  com- 
pany or  firm  or  individual  in  the  United  States  engaged  in  the  manufacture  or 
refining  of  com  oil,  or  in  the  manufacture  of  starch  or  glucose,  or  proposing  to 
engage  in  any  such  manufacture,  or  to  enter  into  the  employ  of  or  render  any 
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services  to  or  become  in  any  wav  identified  with  any  such  company  or  firm  or 
individual ;  bat  said  Ebnest  Mas  snail  be  free  to  act  as  consulting  chemist  or  in 
any  other  capacity  for  any  company  or  firm  not  faUing  within  the  above  prohibi- 
tion, and  to  engage  in  any  other  business  than  that  of  manufacturing  or  refining 
com  oil  or  the  manufacture  of  glucose  or  starch. 

Ernest  Mas  agrees  to  continue  m  New  York  his  laboratory  researches  and  investi- 
gations on  the  treatment,  preparations,  and  refining  of  com  oil,  and  binds  him- 
self to  give  the  Qlucose  Sugar  Refining  Company  the  exclusive  use  and  benefit  in 
the  United  States  of  all  the  results  of  his  experiments  and  discoveries  in  that 
direction  during  the  term  of  this  contract. 

In  addition  to  the  annual  compensation  of  three  thousand  six  hundred  dollars 
($3,600)  per  year  for  five  years,  Ehmest  Mas  is  to  receive  from  said  Glucose  Sugar 
Refining  Company  an  amount  equal  to  one  per  cent  on  the  proceeds  of  all  com 
oil  refiLned  and  prepared  under  processes  or  methods  discovered  by  the  said  Ernest 
Mas  and  sold  by  the  Glucose  Suear  Refining  Comx>any  during  the  life  of  this  con- 
tract. Monthly  statements  shall  be  rendered  Dy  the  said  company  to  said  Mas, 
showing  the  amount  of  said  prepared  or  refined  oil  on  hand  and  the  amounts  sold, 
and  x>ayments  shall  be  made  monthly  to  Ernest  Mas,  based  on  the  amount  of  said 
oil  sold,  upon  the  basis  of  one  per  cent  on  the  amount  of  such  sales,  as  above 
specified. 

In  consideration  of  the  foregoing  contract,  said  Ernest  Mas  herebv  waives  and 
releases  all  claims  against  the  American  Glucose  Companv  which  he  may  have 
under  his  contracts  with  said  comx>anv,  dated  at  Peoria  August  18th,  1895,  and 
July  1st,  1896,  and  said  Glucose  Sugar  Refining  Company  hereby  indemnifies  and 
guarantees  said  Ernest  Mas  against  any  claims  that  the  American  Glucose  Com- 
pan^r  may  have  under  said  contracts  against  said  Ernest  Mas  for  professional 
services,  processes,  or  otherwise. 

The  Glucose  Susar  Refining  Companv  agrees  to  defray  all  travelling  and  inci- 
dental expenses  of  Ernest  Mas  when  he,  at  the  request  of  said  company,  shall 
visit  Chicago  or  make  a  visit  of  inspection  to  any  of  the  plants  owned  by  this 
company  in  the  United  States. 

This  contract  is  to  continue  for  a  period  of  five  years  from  its  date. 

In  witness  thereof  the  said  parties  have  executed  this  contract  this  27th  day  of 
September,  A.  D.  1897. 

Thb  Glucose  Sugar  Refinino  Company. 

C.  Matthibssen,  President 

Ebnbst  3iAS.  /y 

Witness  tqsignatures :  4r 


S.  T.  Butler,  Treaa'r, 


Washinoton,  D.  C,  JuTie  13, 1S99. 

TSSTIMOHY  of  MS.  GLAUS  BOSGHEB,  BEOOKLTV,  K.  Y. 

The  commission  met  at  2.80  p.  m.  June  13,  1899,  Senator  Mallory  presiding. 
Mr.  Claus  Doscher,  ^ooklyn,  if.  Y.,  after  being  sworn,  testified. 

CJ.  (By  Mr.  Jenks.)  Will  you  give  your  full  name  and  address  to  the  commis- 
sion?—A.  Claus  Doscher;  142  Ross,  Brooklyn,  N.  Y. 


Q.  You  have  been  engaged  in  sugar  refimng? — A.  Yes. 


How  long  an  experience  have  you  had  in  that  line  of  business  ? — ^A.  I  went 
into  the  refining  business  in  1870,  and  remained  in  it  xmtil  1887.  Since  then  1 
have  not  been  active  xmtil  we  built  the  refinery  I  am  now  running. 

Q.  At  what  time  did  you  build  the  refinery  you  are  now  running  ? — A.  We 
began  in  April,  I  think  it  was,  1897. 

Q.  At  what  time  did  you  begin  operating  the  refinery  so  that  you  could  sell  the 
product? — A.  The  1st  of  November  last. 

THE  COST  OP  SUQAR  REFINING  AND  THE  PROFITS  IN  THE  BUSINESS. 

Q.  About  what  was  the  margin  of  profit  on  refined  su^rs  when  you  arranged 
to  build  your  refinery  ? — ^A.  When  we  arranged  to  build  it  ? 

Q.  Yes;  when  you  began  to  build;  when  you  decided  to  go  into  business  in 
that  way  ?-tA.  I  can  not  tell  just  exactly  at  that  time.  Do  you  mean  the  margin 
between  refined  and  raw  su^ar? 

Q.  No,  I  mean  the  margin  of  profit. — ^A.  That  is  hard  to  tell.  The  margin 
between  raw  and  refined  was  all  tne  way  from  about  70  to  97  cents  a  hundred. 
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Q.  How  mnch  did  vou  say  it  was? — ^A.  I  do  not  know  exactly,  from  aboat  70  to 
97  cents  on  100  pounds. 

Q.  By  raw  yon  mean  96  centrifugal  sugars? — A.  That  is  right. 

Q.  And  of  this  margin  between  the  two  how  much  is  considered  the  cost  of 
refining  and  how  much  profit? — ^A.  Well,  the  cost  of  refining  is  very  hard  to  tell ; 
it  depends  a  great  deal  on  what  sugars  you  are  working ;  the  better  the  sugar  the 
less  it  costs  to  refine. 

Q.  Supposing  you  have  a  good  gnAe  of  sugar,  96  centrifugal,  what  is  the  cost 
of  refining  100  pounds? — A.  You  see  there  are  so  many  different  things  that  go 
in.  If  you  can  work  full,  of  course  you  can  work  much  cheaper,  but  as  a  rule  I 
should  say  about  somewhere  around  60  cents  a  hundred. 

Q.  Somewhere  between  50  and  60  cents  a  hundred? — A.  As  I  stated  before,  it  is 
very  hard  to  tell;  one  class  is  cheaper  than  another;  then  it  depends  on  how  much 
you  can  work.    If  you  can  work  full,  of  course  you  can  do  better. 

S.  But  if  you  have  a  good  house,  a  new  house  such  as  yours  was,  and  running 
,  with  a  good  quality  of  sugar,  you  would  say  that  the  cost  of  refining  was 
about  how  much? — A.  Well,  as  far  as  I  am  concerned,  as  far  as  our  house  is 
concerned,  I  can  not  tell  that.  We  have  not  run  it  long  enough,  but  that  is  about 
the  figure. 

About  50  cents? — ^A.  About;  between  50  and  60  cents,  I  should  say. 

What  is  the  margin  now  between  raw  and  refined? — ^A.  The  margin  now? 

The  margin  at  the  present  time. — ^A.  At  the  present  time,  to-day  or  yester- 
day, I  believe,  it  is  51  cents.  Since  we  have  been  running  it  has  varied,  as  far  as 
I  can  remember,  from  3^  to  51  cents  per  hundred. 

WHY  THE  MARGIN  BBTWBEN  KAW  AND  REFINED  SUQAR  WAS  REDUCED. 

Q.  What  reason  have  j^ou  to  give  for  this  very  great  reduction  from  70  and  97 
cents,  when  you  were  building  your  refinery,  to  51  and  32  since  then? — ^A.  I  have 
no  reason  to  give  there. 

Q.  You  see  no  reason  at  all  for  the  reduction? — A.  Well,  we  do  not  make  the 
prices;  that  is  what  you  are  driving  at,  I  presume. 

Q.  Who  makes  the  prices? — A.  The  American. 

Q.  For  what  purpose  do  you  think  the  American  Sugar  Refining  Company  put 
prices  down  in  that  way? — ^A.  I  could  not  tell  you  that. 

Q.  Have  you  any  reason  for  thinking  that  the  prices  are  put  down  in  order  to 
prevent  your  refinery  running  at  a  profit? — A.  Yes,  I  have  a  good  reason  to 
believe  so;  I  have  heard  a  gooa  many  rumors  to  that  effect. 

Q.  Have  you  ever  had  it  reported  directly  to  you  that  the  officials  of  the 
American  Sugar  Refining  Company  have  said  that? — ^A.  By  that  you  mean  the 
officials? 

Q.  I  mean  the  officials. — A.  No,  I  have  not. 

Q.  You  have  never  heard  that  any  of  the  officers  of  the  American  Sugar 
Renning  Company  said  that  at  all? — A.  I  never  heard  them  say  it,  no. 

Q.  That  does  not  answer  the  question. — ^A.  Then  I  do  not  understand  your 
question. 

Q.  I  did  not  ask  you  if  you  heard  them  say  it;  I  asked  you  if  you  had  heard 
that  they  had  said  it?  Have  you  heard  that?  Have  you  heard  that  any  of  the 
officials  of  the  American  Sugar  Refining  Company  expressed  the  intention  of 
making  sugar  refining  so  unprofitable  that  it  would  dnve  you  out  of  the  busi- 
ness?— ^A.  No;  as  I  said  before,  there  were  rumors  and  newspaper  talk,  but  I  never 
heard  it  said. 

Q,  Have  you  never  had  it  reported  to  you  that  some  of  the  officers  of  the 
American  Sugar  Refining  Company  said  that  they  would  put  the  prices  down 
until  it  would  be  unprofitable  for  you? — ^A.  Just  as  I  stated  before,  ttiere  were 
rumors  about,  and  it  nad  been  told  to  me  and  talked  about  to  me,  yes. 

Q.  I  am  not  sx>eaking  simply  of  general  nmiors,  but  I  am  speaking  of  it  some- 
what more  directly.  I  want  to  know  if  it  has  been  told  to  you  directly  or  if  you 
heard  that  it  was  said  by  one  of  the  officials  of  the  Sugar  Refining  Company? — 
A.  No,  I  can  not  say  they  have.  I  have  heard  it  time  and  again,  and  I  was  told 
that  they  were  told  direct  by  the  officials  that  they  would  do  it.  I  do  not  know 
as  I  ever  heard  it  said  myself. 

Q.  No  one  ever  told  vou  directly  that  he  had  heard  statements  that  were  made 
by  some  of  the  officials  of  the  company? — ^A.  That  is  very  likely.  As  I  stated 
before,  there  has  been  mnch  talk,  but  I  can  not  remember  it  and' I  do  not  know 
where.    There  are  of  course  a  good  many  rumors,  you  know. 

Q.  But  you  are  of  the  opinion  that  somebody  told  you  that  he  had  heard  some 
of  their  officials  make  that  statement?— A.  Oh,  yes. 
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Q.  So  that  it  came  to  yon  with  simplv  one  penon  between  one  of  the  officials  of 
the  sugar  refining  company  and  yourself? — A.  Ko;  not  by  the  officials. 

Q.  I  do  not  mean  that;  but  you  say  that  some  person  has  told  you  that  he  him- 
self heard  an  official  make  that  remark? — ^A.  Ko. 

Q.  Ton  said  that  a  moment  ago.— A.  I  did  not  know  that.  He  had  said  that  a 
party  had  said  that  they  had  been  told  that  by  the  official. 

Q.  That  they  had  heard  the  officicds  say  it? — ^A.  I  do  not  think  I  can  say  that. 

O.  You  state,  then,  directly  that  you  have  never  been  told  by  any  person  that 
he  had  heard  any  of  the  officials  of  the  American  Sug^r  Refining  Company  state 
that  they  would  make  prices  so  low  that  you  would  find  the  business  most  unprofit- 
able?— A.  Yes;  that  is  right.  I  never  heard  by  anybody  telling  me  directly,  com- 
ing to  me  and  saying  they  were  told  so  by  the  officials. 

Q.  Have  you  bsen  told  so  directly  that  the  officials  made  that  statement  that 
you  believed  it? — ^A.  Well,  so  far  as  believing  it,  I  do  not  think  that  I  ought  to  go 
on  belief  or  hearsay. 

(^.  It  is  part  of  your  oath  that  the  facts  you  state  on  opinion  and  belief  you 
believe  to  be  true. — A.  Yes. 

Q.  And  it  is  accepted  here.  Of  course  this  commission  is  simply  after  general 
information  as  to  the  trust. — A.  Yes;  that  is  right. 

Q.  You  have  your  knowledge  direct  enough  so  that  you  believe  it  to  be  true 
that  some  of  the  officials  of  the  sugar  refimng  company  have  stated  that  thev 
would  make  sugar  refining  so  unprofitable  that  it  would  drive  you  out  of  busi- 
ness?— ^A.  I  do  not  doubt  that  that  has  been  said,  but  I  can  not  say  that  I  have 
been  told  directly  by  some  party  who  g^t  it  from  the  company. 

(^.  Still,  you  have  heard  it  directly  enough  so  that  you  oelieve  it  is  true? — A.  I 
believe  that  is  true;  yes. 

Q.  You  believe  it  is  true  that  with  the  old  margin  of  profit  that  existed  when 
you  were  building  your  refinery  and  before  prices  oegan  to  be  cut  you  could  have 
made  a  good  annual  interest  on  your  investment? — A.  Yes. 

Q.  About  *what  a  rate  of  interest  could  you  have  made  do  you  suppose;  what 
rate  were  you  calculating  on  making? — A.  That  I  can  not  tell;  that  dependis  upon 
different  circumstances  again.  But  I  do  know  that  we  could  have  made  a  nice 
profit;  there  is  no  Question  about  that. 

Q.  (By  Senator  Mallory.)  What  do  you  call  a  good,  nice  profit? — A.  I  can  not 
tell  that;  what  we  cotdd  have  made  on  the  investment  is  a  very  hard  thing  to 
teU. 

Q.  Of  course  you  can  not  get  at  it  accurately,  nevertheless  you  were  intending 
to  make  a  good  profit.  What,  in  your  opinion,  is  a  good,  nice  profit? — A.  Well, 
I  do  not  know  as  I  have  an^^  opinion  ^ere. 

Q.  (By  Mr.  Jenks.)  Coming  back  to  that  other  matter,  you  say  that  vou  have 
heard  it  said  definitely  enouf^h  so  that  you  believe  the  officials  of  the  American 
Sugar  Refining  Company  said  that  it  was  their  intention  to  make  the  business  of 
sugar  refining  so  unprofitable  that  it  would  drive  you  out  of  business.  You  said 
you  had  no  doubt  of  that. — ^A.  I  have  no  doubt  of  that. 

Q.  Have  vou  any  doubt,  with  reference  to  this  further  matter,  that  the^^also 
said  that  if  they  should  make  your  factory  prove  a  failure,  no  others  would  be 
likely  to  interfere  for  a  good  many  years  with  their  control  of  the  business?— A.  I 
have  heard  that  indirectly.  ^ 

Q.  You  have  heard  that  the  same  as  the  other? — ^A.  That  is  rumored,  the  same 
as  the  other ;  yes. 

Q.  Directly  enough  so  tbat  you  have  no  doubt  of  it  the  same  as  the  other  ? — 
A.  Yes ;  both  of  them  were  the  same. 

Q.  That  they  intended  to  drive  you  out,  and  that  if  they  did  nobody  else  would 
afterwards  be  likely  to  come  into  that  business  for  a  good  many  years  to  come  ? — 
A.  No ;  that  is  a  little  hard. 

Q.  That  they  did  not  think  anybody  else  would  come  in  for  some  time  to  come  ? — 
A.  Yes ;  I  think  that  is  about  right. 

Q.  Since  you  stai-ted  your  refinery  and  began  selling  have  you  conferred  with 
the  officers  of  the  American  Sugar  Refining  Company  with  reference  to  the  prices 
of  raw  and  refined  sugars  ? — ^A.  No. 


Q.  Any  conference  with  them  at  all? — A.  None  at  all. 


Have  you  conferred  with  the  other  sugar  refiners  who  are  not  in  the  Ameri- 
can with,  reference  to  prices? — A.  No. 

Q.  Not  with  Arbuckle,  or  anybody  else? — A.  No. 

Q.  Has  there  been  any  conference  held,  or  have  you  conferred  with  any  sugar 
refiners  with  reference  to  the  testimony  that  was  to  be  given  here  before  this 
commission? — ^A.  No. 

Q.  There  has  been  no  conference  of  that  kind  that  you  know  of? — ^A.  No. 
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NO  PROFIT  IN  REFINING. 

Q.  Let  US  coine  back  to  the  question  of  refining.  Since  the  prices  have  dropped 
as  they  have,  what  has  been  the  margin  of  profit  in  your  rennery  ?  How  much 
per  ba^el  do  you  reckon  you  are  able  to  make  now? — ^A.  How  much  profit? 

Q.  How  much  profit  i>er  barrel  ?— A.  I  would  say  we  have  not  made  any,  so  far 
as  I  know. 

Has  that  been  true  since  you  bmm?— A.  Yes. 

Did  this  drop  in  prices  come  at  Sie  same  time  you  began  to  refine  ? — ^A.  Yes. 
That  was  in  i^'ovember,  1898?— A.  November  the  1st,  and  probably  a  week 
after 

Q.  And  the  prices  were  dropped  so  low  that  you  made  nothing? — A.  We  have 
nuMle  nothing  on  refining. 

Q.  What  other  sources  of  profit  are  there  in  connection  with  the  sugar-refining 
business? — ^A.  No  others,  except  in  buying  raw  which  happens  to  advance  in 
price. 

Q.  Have  you  happened  to  have  any  stock  on  hand  that  advanced  in  price  so 
that  you  made  something  out  of  it  ? — ^A.  Yes. 

Q.  In  that  way  you  have  occasionally  had  the  opportunity  to  make  money  on 
something? — ^A.  Yes ;  we  have  been  fortunate  in  that. 

Q.  Then  you  have  not  made  anything  in  the  refining  business? — ^A.  No. 

Q.  And  you  think  that  the  reason  the  price  was  put  down  is  that  the  American 
wanted  to  drive  you  out? — A.  I  think  I  have  answered  that  question  once  or 
twice. 

NO  RBLATIONB  WITH  THE  SUGAR  TRUST. 

Q.  Have  you  ever  had  any  conference  with  the  American  Su^ar  Refining  Com- 
pany officials  with  reference  to  consolidation  of  interests  with  them,  or  any 
working  agreement  at  all  ? — A.  No. 

Q.  Have  you  ever  had  any  communication  with  them  at  all  with  reference  to 
that  matter  through  third  parties  ? — ^A.  No ;  nothing  at  all. 

Q.  Not  with  reference  to  any  consolidation  of  interests  or  with  reference  to  any 
working  agreement  of  any  kind? — ^A.  No ;  not  of  that  nature  at  all. 

RELATIONS  WITH  RAILROADS. 

Q.  In  the  shipping  of  your  goods  are  you  able  to  get  any  advantages  from  the 
railroads  beyond  published  rates,  lower  than  the  public  rates? — ^A.  Do  you  mean 
on  the  railroads? 

You  ship  a  great  deal  of  sugar?— A.  Yes. 

The  railroads  have  certain  published  rates  of  freights  ? — ^A.  Yes. 
^   Are  you  able  to  get  any  advantages  that  lessen  the  cost  of  shipping  to 
you? — A.  You  mean  from  the  railroads  direct ;  get  a  rebate  from  them? 
Well,  that  is  one  way. — A.  No ;  we  do  not  get  any. 
You  get  no  rebate?— A.  No. 

Do  the  railroads  allow  any  other  privileges,  as,  for  example,  any  free  storage 
at  terminal  points? — A.  Yes. 

They  do  allow  you  free  storage  at  terminal  points? — A.  Yes. 
Do  they  allow  this  to  others  ? — ^A.  I  believe  they  do. 
Probably  to  all  large  shippers,  you  think? — A.  I  think  they  do ;  yes. 
Is  this  free  storage  worth  considerable  to  you  as  a  shipper? — ^A.  No ;  I  do 
not  think  that  amounts  to  much ;  it  is  merely  accommodation.    The  sugars  are 
sent  there,  you  know,  and  held  by  them  for  distributing. 

Q.  At  these  terminal  points?— A.  While  they  are  being  distributed  there  is  no 
storage  charge. 
Q.  For  how  long  a  time  are  they  held  ? — A,  O,  I  can  not  tell  you ;  I  do  not  know. 
Q.  I  believe  they  count  on  30  days? — ^A.  It  may  be  held  30  days  ;  I  think  that  is 
about  right ;  I  do  not  know,  but  I  think  about  that. 

Q.  Do  you  have  a  pretty  large  amount  of  storage  at  these  terminal  points? — 
A.  Sometimes  we  have. 

Q.  About  how  much? — ^A.  Well,  we  have  sometimes,  I  suppose,  all  the  way 
from  2,000  to  4,000  barrels. 

Q.  And  they  remain  there  for  80  days  or  in  the  neighborhood  of  that  ? — ^A.  Yes ; 
part  of  it  would  be  there  for  30  days  and  i)art  of  it  would  be  sent  out  directly. 

Q.  But  there  is  a  good  deal  of  advantage  in  having  that  stored  there  free  for  so 
long  a  time  ?— A.  Of  course  it  is  an  advantage ;  there  is  no  doubt  about  that ;  yes. 
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Q.  Have  you  any  informatioii  with  reference  to  any  division  of  sugar  freights 
out  of  New  York  between  railroads? — ^A.  Division  in  sugar  freights? 

Q.  That  is,  between  different  raibroads  ? — ^A.  No;  I  have  no  raowledge  of  that 
at  all. 

QENERAL  CONDITIONS  OF  EEFININO  IN  THIS  COUNTRY. 

Q.  In  your  work  in  connection  with  the  sugar-refining  business,  you,  of  course, 
have  studied  not  only  the  cost  of  refining  here,  but  the  cost  of  refining  in  otiier 
countries  as  well? — A.  No,  I  know  nothing  about  refineries  in  other  countries. 

Q.  Have  there  been  decided  improvements  in  the  methods  of  refining  in  this 
country? — A.  Yes. 

Q.  Within  the  last  few  years? — ^A.  It  is  further  back  than  that.  Naturally 
there  have  been  improvements  all  the  time,  of  course,  but  the  great  improvements 
that  have  been  made  date  further  back  than  that,  10, 12,  or  15  years.  Of  course 
in  manufacturing  there  is  something  improved,  more  or  less,  from  time  to  time. 

Q.  Do  you  think  the  methods  of  refining  in  this  country  are  as  good  as  any- 
where, so  far  as  you  can  judge  from  comi>etition. — A.  So  far  as  I  can  judge,  they 
are;  yes. 

Q.  You  are  inclined  to  think  the  cost  of  refining  here  is  as  cheap  as  in  foreign 
countries? — ^A.  I  am. 

Q.  Is  there  any  special  advantage  in  having  a  large  refinery  over  a  medium  sized 
or  a  small  one  ? — ^A.  That  depends  upon  circumstances  again.  If  you  have  a  large 
refinery,  and  can  work  it  full,  why,  of  course,  there  is  no  doubt  an  advantage. 

CAPACITY  OF  REFINERIES. 

|.  What  is  the  capacity  of  your  refinery?— A.  About  1,000,000  pounds  a  day. 
L  How  many  barrels  is  that  ? — ^A.  In  the  neighborhood  of  3,000  barrels, 
j.  Are  there  many  larger  refineries  in  the  country? — A.  Yes;  some  larger  I 
believe. 
Q.  What  ones? — ^A.  The  Havemeyer  is  larger. 
Q.^  What  is  the  capacity  of  that,  about,  in  barrels  ?— A.  Well,  you  see,  they  have 

so  many  together 

Q.  (Interrupting.)  I  was  thinking  of  their  largest  single  refinery? — ^A.  The 
largest  single  refinery;  I  can  not  tell  you  that. 

Q.  You  say  the  capacity  of  your  refinery  is  about  8,000  barrels  a  day  in  round 
numbers? — A.  About  that. 

COST  OF  REFINERIES. 

Q.  Speaking  in  round  numbers  again,  how  much  did  it  cost  you  to  put  up  your 
remiery ? — ^A.  I  do  not  know  as  that  is  a  fair  question. 

S.  Is  it  not? — A.  I  do  not  know  whether  it  is  or  not. 
.  I  think  that  is  a  fair  question. — A.  I  will  tell  you.  I  will  put  that  in  another 
shax>e  for  you.    You  want  to  know  what  you  can  put  up  a  good  refimery  for.     Is 
that  the  object? 

Q.  Yes. — ^A.  If  you  want  to  put  up  a  good  refinery  these  days,  equal  to  any  in 
existence,  it  will  cost  about  $3  per  pound. 

Q.  Does  that  mean  it  would  cost  about  $2,000,000  for  a  refinery  of  1,000,000 
pounds  capacity? — A.  Yes;  that  is  right. 

Q.  So  to  put  up  a  refinery  similar  m  size  to  yours  it  would  cost  about  $2,000,- 
000  ?—A.  It  would  to-day. 

Q.  That  includes  just  the  refinery  itself  ?  You  are  not  taking  into  account  the 
land? — ^A.  I  am  takmg  in  everything  complete,  land,  machinery,  and  everything. 
Of  course  the  difference  would  be  very  decided  *is  to  whether  the  land  in  itself 
was  worth  half  a  million,  as  it  might  very  well  be  if  standing  in  a  city  or  on  a 
remote  island. 

COST  ASIDE  FROM  LAND. 

Q.  Now,  what  would  be  the  cost,  aside  from  the  land  ? — A.  That  does  not  figure 
a  great  deal. 

Q.  It  figures  very  decidedly;  you  had  better  try  to  get  at  that. — ^A.  Perhaps 
you  had  letter  let  it  go  at  that. 

Q.  I  hardly  think  so;  it  is  a  very  important  question. — A.  Well,  I  can  not  tell 
yon  that.    Let  me  bee;  I  can  not  answer  that  question. 

Q.  I  beg  your  pardon;  I  did  not  understand. — ^A.  I  can  not  answer  that  ques- 
tion. 
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Q.  Why  not  ? — ^A.  I  am  not  prepared  for  it. 

Q.  You  certainly  have  had  considerable  experience  ? — A.  Yes. 

Q.  When  you  speak  of  the  million-pound  refinery  you  mean,  of  course,  a  refinery 
run  at  its  full  capacity  ? — A.  Yes;  that  is  right. 

Q.  Now,  this  question  of  the  land  is  really  a  very  important  one,  because  if  the 
place  the  refinery  hapx>ens  to  be,  let  us  say,  in  New  York  City,  near  the  river  or 
on  a  good  dock,  it  may  be,  with  the  land,  worth  hundreds  of  thousands  of  dollars 
more  than  the  refinery  standing  elsewhere  would  be  worth. — A.  Well,  you  know 
you  have  got  to  have  a  river  front,  so  that  does  not  make  a  great  deal  of  differ- 
ence.   There  is  no  great  difference  there. 

Q.  But  you  have  not  got  to  have  it  in  so  expensive  a  place  as  that. — A.  All 
water  fronts  are  expensive;  there  Is  no  great  difference. 

Q.  In  the  neighborhood  of  New  York  City  they  are  all  very  expensive  ? — A.  Yes. 

Q.  But  a  refinery  built  somewhere  away  from  New  York  City  would  not  be  so 
expensive. — ^A.  That  is  so.    There  are  other  disadvantages  there  also. 

Q.  Then  the  question  of  taking  the  land  out  is  really  a  very  important  one  at 
the  time  of  capitalization  ? — A.  Yes;  I  can  not  very  well  separate  that. 

Q.  How  much  land,  for  example,  have  you  with  your  refinery? — A.  We  have 
close  on  to  100  lots — ^between  90  and  100  lots. 

Q.  What  is  the  frontage  of  a  lot  ? — A.  Twenty-five  by  one  hundred. 

Q.  And  you  say  you  have  how  many?  A.  One  hundred  lots,  or  very  nearly 
that;  between  90  and  100. 

Q.  Have  you  some  idea  with  reference  to  the  value  of  real  estate  in  that  neigh- 
borhood ? — A.  Have  I  some  idea  ? 


Q.   JTes. — A.  Well,  I  have  some  idea;  yes. 


J.  About  how  much  is  real  estate  worth  per  front  foot  in  your  locality  ? — A. 
Well,  1 8upi>ose  about  |d,000  a  lot. 

Q.  About  $3,000  a  lot?— A.  Twenty-five  by  100— I  think  that  is  about  the  value 
around  there. 

Q.  And  you  have  about  100  lots?— A.  Yes. 

Q.  Three  hundred  thousand  dollars  for  your  site? — A.  Have  you  got  at  it  now 
as  nearly  as  you  want  to  ^et  at  it? 

Q.  So  the  cost  of  building  a  refinery  like  yours  would  figure  up  to,  say,  some- 
where from  a  million  and  one-half  to  a  million  and  three  quarters  ? — A.  Yes. 

Q.  You  think  it  would  be  about  that? — ^A.  Not  quite— about  one  million — that 
depends  a  great  deal 

Q.  (Interrupting.)  I  said,  you  know,  one  million  and  one-half  to  one  million 
and  three-quarters? — A.  Yes;  there  is  a  good  deal  of  margin;  there  is  a  good  deid 
of  margin  there. 

Q.  You  think  you  could  for  probably  a  million  and  one-half? — A.  I  will  not 
buud  any  more;  I  have  enough  at  present. 

Q.  You  can  for  a  million  and  a  half  equip  a  full,  up-to-date,  good  refinery  of  a 
million  pounds  capacity;  you  think  that  can  be  done? — A.  Yes;  I  think  that  is 
about  right;  in  that  neighborhood. 

Q.  You  think  you  could  not  build  one  of  that  capacity  at  the  present  time  for 
a  million? — A.  No,  I  do  not  think  you  could. 

Q.  You  feel  pretty  confident  you  could  for  a  million  and  one-half? — ^A.  I  do  not 
know  as  I  could. 

Q.  Then,  as  long  as  you  are  not  in  the  building  business  any  more ? — ^A.  That 

is  it. 

COST  AND  PROFIT  OF  REFINING  RESUMED. 

Q.  You  said,  to  begin  with,  when  you  were  speaking  about  the  margin  between 
raw  and  refined  sugars,  that  it  was  perhaps  50  cents  now,  and  had  been  70,  and  as 
high  as  90  at  the  time  you  began  building  your  refinery,  and  that  it  had  one  time 
been  down  to  a  little  above  30.  Now,  if  we  take  the  cost  of  raw  sugar  and  attempt 
to  figure  out  what  the  cost  of  refining  is,  and  what  the  profit  would  be,  etc.,  how 
would  we  get  at  it  ?  For  example,  how  many  pounds  of  raw  sugar,  good  qualit\'^ 
96  degree  test  centrifuffal,  does  it  take  to  make  100  pounds  of  remied  ? — A.  It 
depends  upon  what  kind  of  sugar  you  are  working  and  also  how  good  you  are  at 
refining. 

Q.  Supxx>se  you  have  a  good  refinery  and  a  good  fair  quality  of  96-degree  sugar, 
how  many  pounds  would  you  allow  for  making  100  pounds  of  refined  sugar, 
granulated? — A.  Well,  I  can  not  answer  that'question. 

Q.  Does  the  United  States  Government  have  any  calculations  on  that  in  con- 
nection with  drawbacks  and  so  on  ? — ^A.  I  do  not  know  whether  they  have  or  not. 

Q.  The  yield,  as  a  rule,  is,  say,  for  some  grades  98,  some  9^,  and  m  that  neigh- 
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boTfabod.  That  is,  that  yon  get  that  amount  from  100  pormds  of  raw  sngar  ? — ^A. 
Yes. 

Q.  If  yon  are  going  to  attempt  to  fignre  ont  the  cost  of  refining  100  pounds  of 
remied  snffar,  yon  would  need  to  calculate  on  107  to  108  pounds  of  the  raw  sugar, 
say? — ^A.  Ko ;  I  guess  it  would  be  the  other  way.  To  take  100  pounds  would  be 
the  handiest  way,  would  it  not? 

Q.  It  depends  on  the  matter  of  figuring ;  it  is  immatericd  which  way  you  take 
it.  If  you  take  93  pounds  as  t'he  amount  that  you  expect  to  get  out  of  100  pounds 
of  raw  sugar  you  could  figure  it  in  that  way. — ^A.  You  could  figure  it  in  that 
way;  yes. 

Q.  If  you  were  going  to  figure  the  cost  of  100  pounds,  you  would  take  108  or 
109. — ^A.  Tes;  that  is  right. 

Q.  What  is  the  price  of  raw  sugar  to-day, did  you  say? — A.  The  price  of  i-aw 
sugar  to-day  is  $4.69. 

Q.  That  is,  for  the  96  degree?— A.  Tes. 

^.  I  suppose  that  96  degrees,  tested  by  the  x>olariscox>e,  is  a  pretty  definite 
thing?  Tlus  quality,  96  desrees,  is  about  uie  same  always ;  it  is  a  good  quality  of 
raw  sugar,  and  when  tested  it  is  always  substantially  the  same? — A.  Tes. 

Q.  So,  if  you  figure  on  the  basis  of  96  degrees  test  it  would  substantially  cover 
aU  other  degrees,  because  prices  vary  in  accordance  with  that  test,  do  they  not  ? — 
A.  Well,  as  I  have  already  stated,  they  vary ;  sugars  vary,  you  know. 

Q.  What  difference  in  the  quality  or  sugar  is  tnere,  aside  from  the  question  of 
the  polariscopic  test? — ^A.  Ton  know,  when  you  take  the  common  sugars  they 
have  more  or  less  impurities. 

Q.  And  what  did  you  say  the  price  of  refined  sugar  is  to-day  ? — A.  I  think  it  is 
$5.20  net. 

Q.  That  makes  a  difference  between  the  raw  and  refined  of  51  cents,  as  you 
said? — ^A.  Tes. 

Q.  Now,"  if  we  were  to  add  to  this  $4.69,  which  is  the  cost  of  100  pounds  of  raw 
sugar,  let  us  say  9  per  cent  for  the  value  of  the  amount  of  raw  sugar  above  100 
X>ounds  needed  to  produce  100  pounds  of  refined,  making  about  42  cents,  would 
that  be  about  fair  ? — ^A.  I  do  not  know ;  I  do  not  go  into  figures ;  I  am  not  a 
bookkeeper. 

Q.  But  if  it  takes,  to  make  100  x>ounds  of  refined  sugar,  108  or  109  pounds  of  raw 
sngar— of  course  I  do  not  expect  this  to  be  absolutely  correct  ? — ^A.  I  do  not  think 
they  figure  that  way  at  all ;  it  is  always  figured  the  other  way,  so  far  as  I  Imow. 

S.  It  is  immaterial ;  it  is  a  little  simpler  way  of  getting  at  the  cost. — A.  Tes. 
.  Ton  think  that  instead  of  putting  the  amount  of  refined  obtained  from  100 
pounds  raw  at  92  it  would  be  more  nearly  correct  to  put  it  at  93  ? — A.  That  dex)ends 
upon  circumstances. 

Q.  Of  course  it  dex)ends  upon  circumstances,  but  I  want  to  get  a  fair  general 
average.  That  is  as  near  as  we  can  come  to  it ;  93  you  thiSc  is  more  nearly 
correct? — A.  Tes. 

Q.  On  that  basis  which  you  have  given  if  we  add  to  the  price  of  100  pounds 
raw,  $4.69,  7i  per  cent,  which  would  be  the  amount  to  be  added  on  that  basis,  it 
gives  us  $5.04,  as  the  cost  of  the  raw  sugar  in  the  100  pounds  of  refined.  Now  If 
wejprice  is  $5.20,  that  leaves  the  margin  between  the  two,  16  cents  per  hundred. 
Is  that  in  your  judgment  below  the  cost  of  refining? — ^A.  I  have  no  judgment  as 
to  that. 

Q.  On  the  basis  of  51  cents  margin  you  think  there  is  no  money  in  it  to-day  ? — 
A.  No;  I  did  not  say  that. 

Q.  Ton  did  not  ?— A.  I  said  there  had  not  been  any  money  in  it  on  the  average. 
It  has  only  been  raised  for  2  or  3  weeks.  It  has  never  been  as  high  as  to-day,  you 
know.    It  only  raised  one  day  last  week ;  I  think  Thursday  or  Friday. 

().  There  is  some  money  in  it  on  the  basis  of  51  ?— A.  I  do  not  think  there  is.  I 
think  that  is  getting  about  even. 

Q.  So,  then,  on  this  other  basis  you  think  the  real  bare  cost  of  refining  must  be 
about  16  cents? — A.  No ;  I  did  not  say  that. 

Q.  It  amounts  to  the  same  thing,  does  it  not  ? — A.  I  do  not  think  it  does. 

Q-  I  take  your  own  figures.  Tou  maintain  that  refining  will  cost  16  cents  a 
hundred  ? — A.  Sixteen  cents  a  hundred  the  cost  of  refilling  ? 

2.  I  thought  I  was  taking  that  from  your  figures? — ^A.  Tou  are  mistaken. 
.  Tou  said,  did  you  not,  that  it  was  a  fair  average  to  assume  that  there  were 
93  nounds  from  the  100?— A.  Tes. 

Q.  On  that  basis  you  would  get,  then,  93  pounds  of  refined  from  100  xx)unds  raw ; 
that  would  give  almost  exactly  107^„  on  the  other  basis ;  so  I  take  your  price  of 
raw  sugar,  $4.69,  and  multiply  by  the  7i  per  cent  we  put  on,  and  add  that  to  the 
price  of  the  raw  ?— A.  Seven  and  one-half  ? 
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Q.  That  is  what  it  would  amount  to,  7}  pounds,  which  is  to  be  added  to  the  100 
pounds  of  raw  to  make  100  pounds  of  refined  ? — ^A.  Yes. 

Q.  Four  dollars  and  sixty-nine  cents  multiplied  by  7i  gives  .85  and  a  trifle 
over — .35^;  that,  added  to  the  $4.69,  gives  $5.04 ;  subtract  from  $5.20,  the  price  of 
refined,  and  you  have  left  .16.  I  understood  you  to  sav  that  there  is  possibly  a  lit- 
tle bit  of  money  at  the  difference  of  51 ;  the  difference  tnere  is  to-day,  which  would 
make  according  to  this  16  oents  x>er  100  pounds,  the  mere  cost  of  refining,  unless 
you  take  into  account  the  by-products  or  something  of  that  kind. — ^A.  There  was 
some  surplus. 

Q.  When  you  reckon  it  on  this  basis,  you  think  we  ought  to  count  on  the  sur- 
plus beyond  that? — ^A.  Well,  I  am  not  up  in  bookkeeping — I  am  not  up  in  book- 
keeping. 

Q.  I  should  judge  from  your  experience  that  you  have  given  that  you  are  pretty 
weU  up  in  refining?— A.  I  am  not  up  in  bookkeeping. 

<$.  It  would  seem  to  show  16  cents  a  hundred,  and  you  think  that  would  be  a 
fair  cost  of  re&iing? — ^A.  I  told  you  that  refining  costs  from  50  to  60  cents. 

(j.  I  know.  That  is  not  merely  the  cost  of  remiing ;  that  includes  also  the  loss 
of  raw  sugar.  That  is  your  way  of  stating  the  same  thing  ? — ^A.  I  have  told  you 
what  I  considered  the  cost  of  refining. 

BY-PRODUCTS  FROM  RBFININa. 

Q.  stated  on  the  basis  of  the  figures  you  gave  me,  how  much  by-product  is 
there  in  refining  100  i>ounds  of  refined  sugar ;  now  much  sirup,  for  example? — ^A. 
Well,  about  2  gallons,  I  think. 

About  2  gallons  in  100  pounds  ? — A.  Tes. 

How  much  is  that  worth  in  the  market  ? — A.  About  10  or  12  cents  a  gallon. 

Twenty  cents  or  more  you  would  say,  then  ? — ^A.  I  guess  that  is  too  much ; 
however,  I  can  not  get  at  these  figures  exactly. 

Q.  Of  course  from  what  you  have  already  stated  about  sugar  refining  there  is 
more  or  less  variation ;  but  in  general  you  get  out  of  100  ][>ounds  about  2  gallons 
of  sirup? — A.  About  that;  that  depends  again  on  the  kind  of  sugar  you  are 
working. 

Q.  That  is  worth  about  10  cents  by  weight? — ^A.  Yes,  I  guess  it  is;  you  had 
better  not  say  that ;  you  had  better  say  12  cents  for  a  gallon. 

About  12  cents  a  gallon ;  you  think  that  is  more  nearly  correct  ? — ^A.  Tes. 

Are  there  any  other  by-products  besides  sirup? — ^A.  No. 

Now,  in  every  manufacturing  business,  of  course,  aside  from  the  cost  of 
the  plant  itself,  more  or  less  running  capital  is  required.  Speaking  in  round  num- 
bers, about  how  much  running  capital  does  it  take  to  operate  a  refinerv  that 
would  melt  about  one  million  pounds  ? — A.  If  you  get  credit  enough  you  do  not 
need  any  money,  and  if  you  have  not  got  any  credit  you  have  got  to  have  consid- 
erable capital,  and  that  again  depends  upon  the  stock  you  are  carrying. 

AMOUNT  OF  STOCK  CARRIED — AMOUNT  OF  RUNNING  CAPITAL. 

Q.  About  how  much  stock  do  you  ordinarily  carry? — A.  There  is  no  rule  for 
that. 

Q.  Of  course,  there  is  no  rule;  but  as  a  matter  of  general  experience? — A. 
There  is  no  rule  for  that  at  all,  not  any  at  all. 

2.  There  is  considerable  exjwrience,  of  course? — ^A.  Yes ;  but  no  rule  for  that. 
.  Of  course  it  is  true  you  would  often  be  very  much  ahead  and  often  run 
very  low? — ^A.  That  is  true,  and  that  Ib  something  no  one  can  tell,  the  same  as 
in  any  other  manufacturing  business. 

Q.  There  is,  nevertheless,  a  great  difference  in  different  kinds  of  manufacturing 
as  to  the  amount  of  running  capital  that  one  needs  in  connection  with  the  busi- 
ness.   In  some  lines  of  business  one  needs  much  more  running  capital  than  one 
does  in  other  lines? — A.  Yes. 
(j.  Now,  with  reference  to  the  sugar  business,  does  that,  on  the  whole,  require 

froportionately  a  large  amount  of  running  capital  or  a  small  amount? — ^A.  Now, 
am  not  acquainted  with  any  other  business ;  I  can  not  tell  you  what  it  does 
require  to  run  any  other  business. 

Q.  Suppose  I  put  the  question  in  another  form.  About  how  often  do  you  turn 
your  capital  in  the  business ;  every  13  months? — ^A.  I  could  not  tell  you ;  I  do  not 
know, 

Q.  Can  you  not  give  pretty  nearly  the  time? — ^A.  I  could  not  undertake  it  at 
all. 
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Q.  On  what  terms  do  yon  ordinarily  sell  refined  sugar? — ^A.  The  rale  now  is 
that  most  goods  are  sold  on  7  days. 

Q.  On  7  days?— A.  Yes ;  7  or  80  days. 

Q.  That  means  that  they  are  to  be  sold  on  30  days  and  yon  will  give  a  cash  dis- 
count for  payment  in  7  dajs? — ^A.  Yes. 


Q.  How  much  do  you  give  ? — ^A.  One  per  cent. 


What  are  the  ordinary  conditions  of  purchasing  raw  sugar  ? — ^A.  Oh,  there 
is  nothing  of  that  kind  given.    That  is  bought  right  out ;  that  is  all  straight. 
(j.  No  discount  at  all?— A.  Without  any  discount. 
Q.  Cash  down?— A.  Cash. 
A.  That  is  the  common  custom  ? — ^A.  That  is  the  custom ;  yes. 

METHODS  OF  SBX.LJNa  REFINED  SUGAR. 

Q.  How  about  the  methods  of  selling  your  refined  sugar,  now?  Do  you  have 
any  factors'  afl;reements  that  in  case  the  wholesaler  maintains  a  certain  fixed  price 
you  will  give  him  a  rebate  ? — ^A.  Yes. 

(j.  What  are  the  conditions? — ^A.  The  conditions  are — ^you  know  that,  I  guess, 
as  well  as  I  do — ^the  factor  plan — ^three-sixteenths  and  1  per  cent  for  cash  and  1 
for  trade  discount.  That  is  what  the  factor  plan  is — ^wnat  the  grocers  and  the 
American  have  had  and  have  been  working  upon  for  years. 

Q.  And  yon  work  under  the  same  plan  ?  Do  you  require,  at  the  present  time, 
any  affidavits  from  the  dealers  to  the  effect  that  they  luive  maintained  prices  ? — 
A.  No. 

<^.  On  the  whole,  do  you  think  they  do  maintain  them  pretty  well  ? — ^A.  Do  they 
maintain  them  ? 

Yes. — ^A.  I  do  not  think  thev  do. 
You  think  they  cut  a  sood  deal  ? — ^A.  I  do. 

What  is  the  effect  of  that  on  their  profits? — ^A.  Well,  I  do  not  know. 
Who  fixes  the  price  for  the  American  market,  the  New  York  market? — ^A.  I 
think  I  have  said  that  once  before. 
The  American  does? — ^A.  Yes. 

Are  your  prices  regularly  the  same  as  the  American  prices  ? — ^A.  Yes. 
You  let  them  fix  them  and  then  you  follow  ? — A.  Yes. 
You  do  not  cut  first  when  the  prices  go  down  ? — A.  Never  did. 
^    When  you  first  began  putting  your  foods  on  the  market,  you  put  them  on  at 
the  standing  rate  that  they  announced  beforehand? — A.  Yes. 
Q.  They  began  to  cut  and  you  followed? — A.  Yes. 

COMFEirnON  AMONQ  THE  REFINERS. 

Q.  Do  you  know  whether  there  are  any  other  refiners  who  are  not  in  the  Amer- 
ican Sugar  Refining  Company  who  have  cut  first  ? — A.  Well,  the  Arbuckles ;  they 
did  cut  once  or  twice  last  winter. 

Q.  What  time  did  the  Arbuckles*  refinery  begin  business  ? — ^A.  I  do  not  know. 
It  was  August  or  October. 

8.  Alittlebit  before  you?— A.  A  couple  of  months  before. 
.  When  they  first  started,  did  they  begin  to  cut  ? — ^A.  No ;  they  did  not  cut,  as 
far  as  I  know,  until  last  winter  some  time. 

Q.  The  first  cut  was  made  about  the  tune  you  began  or  a  little  before  by  the 
American,  and  then  some  time  2  or  3  montids  later  Arbuckle  cut  under  the  Ainer- 
ican  some? — ^A.  Yes ;  that  is  right. 

Q.  How  long  did  thev  keep  holding  their  price  below  the  American  ? — A.  I  can 
not  tell  you  that.  We  Kept  it  7  days.  That  is  all  we  kept  it,  but  I  do  not  know 
how  long  the  Arbuckles  kept  it.  We  followed  the  Arbuckles,  but  we  only  kept 
it  7  days. 

When  the  Arbuckles  cut,  you  followed  them?— A.  Yes. 
And  then  the  American  ? — ^A.  No ;  we  did  not  follow  them. 
How  much  was  the  cut  that  was  made  by  the  Arbuckles  ? — ^A.  Onensixteenth. 
Then  you  followed  the  Arbuckles  for  7  days  and  went  back  to  the  American 
price? — ^A.  Yes. 

Q.  Then  the  American  followed  them  down,  I  suppose,  inasmuch  as  prices  kept 
goiuR  down  ? — ^A.  No,  no ;  that  was  the  lowest  sugars  were  selling  all  that  winter. 
Yon  Know  raw  sugar  had  been  advancing  constantly. 

Q.  I  am  speaking  of  the  margin  of  difference  between  the  raw  and  the  refined  ? — 
A.  Yes. 
Q.  That  margin  kept  getting  smaller  constantly  ?— A.  Yes. 
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Q.  That  cut  of  one-flixteentb  did  not  bring  them  down  to  where  it  is  now? — ^A. 

Tee ;  I  gaess  it  did.    I  do  not  know.    I  do  not  remember  that.    I  can  not  tell  yon. 

Q.  I  have  the  re^nlar  market  oaotataon.    October  1  the  difference  between  the 

two  was  H;  October  8  it  was  three-sixteenths;  October  15,  three-fonrth8.~-A. 

That  was  before  we  worked  at  all— before  we  started. 

Q.  So  this  cnt  began  before  you  started?— A.  Oh,  no ;  the  Arbuckles'  cat  was 
after  that.    It  mnst  have  been— I  think  it  was  in  December. 

This  cnt  here  was  the  American's  cut,  then? — ^A.  What  cnt  do  yon  mean  ? 
In  October,1898. — ^A.  Was  tiiere  a  cnt  there  then? 

Yes.— A.  I  snpi)OBe  so,  if  it  was  then.    I  do  not  know ;  we  were  not  in  the 
bnsiness. 


Q.  There  was  a  cat  of  from  5|  to  5.    Are  the  Arbnckles  and  the  American  Sagar 
enning  Company  selli 
far  as  I  Know,  they  are. 


Benning  Company  selling  at  tne  same  price  to-day  ? — ^A.  I  believe  tiiey  are ;  as 


Q.  Have  they  been  so  in  the  main  lately,  say  within  the  last  three  months. 
Have  the  two  sold  at  the  same  price? — ^A.  I  think  so. 

Q.  This  difference  between  them,  with  the  Arbnckles  lower,  did  not  last  a  great 
while?— A.  No. 

Q.  For  a  month  or  two?— A.  I  do  not  know  whether  it  lasted  as  long  as  that ; 
I  can  not  sav. 

Q.  Was  this  contest  between  the  Arbnckles  and  the  American  only  in  New 
York,  or  did  it  extend  all  over  the  conntry?— A.  I  think  it  was  general. 

Q.  Yon  do  not  know  of  any  special  cuts  by  the  American  to  drive  the  Arbnc- 
kles' sngar  or  yonr  sugar  out  of  the  market  in  any  special  locality?  You  think 
that  whenever  cuts  have  been  made  they  have  been  general  always  ? — ^A.  No ;  I 
do  not  think  they  have ;  the;^  sometimes  varied  a  little. 

Q.  Can  you  give  any  special  instance  of  their  having  made  a  cut  in  a  special 
locality  ? — ^A.  'So ;  I  can  not  do  that,  but  they  have  sometimes.  In  different  parts 
of  the  country  where  they  have  refiiieries  we  were  cut  off,  you  know,  and  not  in 
others.    That  has  been  done,  but  I  can  not  state  now  where. 

Q.  When  the  Arbuckles  made  their  cut,  to  begin  with  last  winter,  did  it  seem 
to  be  because  thev  were  short  of  customers  or  were  they  making  the  cut  to  get 
away  some  sx)ecial  customers  of  the  American  ? — ^A.  I  presume  they  made  the  cut 
because  they  had  too  much  stock  on  hand  and  could  not  dispose  of  the  goods  %s 
fast  as  they  could  make  them. 

Q.  Unless  they  could  make  some  special  prices  ? — A.  I  suppose  that  was  it. 

Q.  Is  that,  in  your  judgment,  the  reason  why  the  American  has  been  making 
these  cuts  ? — A.  I  can  not  tell  you  that. 

Q.  In  the  case  of  a  great  organization  like  the  American,  where  several  refineries 
are  associated,  do  you  think  there  is  any  saving?  For  example,  do  you  think  the 
cost  of  suDerintenoing  the  refineries  will  be  lessened? — A.  I  can  not  answer  that 
question,  oecause  I  have  never  had  anything  to  do  with  their  business. 

Q.  I  was  asking  you  simply  in  a  general  way,  expecting  you  to  answer  from 
your  knowledge  of  tne  refinmg  business  ? — ^A.  I  imderstand,  but  I  can  not  answer. 

PLAOB  OF  PRODUCTION  AND  QUALITIES  OP  RAW  SUGAR. 

Q.  Where  does  most  of  the  raw  sugar  that  you  use  in  your  business  come 
from? — ^A.  Well,  raw  sugars  come  from  pretty  nearly  all  over  the  world  now; 
a  good  deal  comes  from  Java,  and  in  fact  from  all  over  the  world ;  a  good  deal 
of  beet  sugar  comes  from  Europe,  i.  e.,  France  and  Germany. 

Q.  As  regards  the  qualities  of  cane  sugar  from  different  parts  of  the  world, 
isinere  any  special  difference  that  you  can  detect?  For  example,  where  does 
the  best  cane  sugar  come  from  ?— A.  Those  things  all  go  by  tests ;  everything  goes 
by  test ;  whatever  the  test  is  settles  it. 

Q.  You  do  not  know  from  just  what  country  you  get  the  best  quality  of  sugar  ? — 
A.  No. 

Q.  You  have  all  of  it  bought  by  test  without  regard  to  where  it  comes  from? — 
A.  All  is  bought  by  test. 

Q.  Is  there  any  special  difference  in  value  between  the  cane  sugar  and  the 
beet  sugar  ? — ^A.  Yes ;  there  is  a  slight  difference. 

Q.  About  how  much? — ^A.  I  can  not  tell  you  what  the  difference  is ;  there  s  a 
sliffht  difference.    I  am  sorry  to  say  I  can  not  tell  you. 

Q.  When  it  comes  to  refining,  do  you  get  as  much  sirup  out  of  beet  sugar 
as  out  of  cane? — ^A.  Yes  ;  that  depends  on  what  kind  they  are ;  but  some  sirup 
from  the  or^nary  beets  is  of  a  poor  quality. 

Q.  At  the  present  time  there  is  considerable  of  a  tariff  on  both  raw  sugar  and 
remied? — ^A.  Yes. 
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Q.  Do  yon  recall  how  much  more  the  tariff  is  on  the  refined  sugar  than  on  the 
raw  ? — A.  No ;  I  can  not  tell. 

Q.  What  would  you  say  the  sjiecial  evils  are,  if  there  are  any,  that  come  from  a 
combination  of  manufacturers  such  as  we  have  in  the  American  Sugar  Refining 
Company  ? — ^A.  I  can  not  tell  you ;  I  can  not  answer  that. 

Q.  Do  you  think  there  are  any  evils  in  a  combination  ? — A.  I  can  not  tell  you ; 
I  do  not  Know. 

QUESTION  OF  THE  PROFIT  IN  THE  BUSINESS  RBSUKED. 

Q.  (By  Mr.  Fabquhar.)  Mr.  Jenks  has  asked  you  a  question  as  to  how  often 
you  turn  over  your  capital  in  the  course  of  12  months?— A.  Yes. 

Q.  Can  you  not  give  the  commission  a  general  idea  of  that  ? — ^A.  I  can  not  give 
it  to  you.    I  would  if  I  could,  but  I  can  not  do  it ;  I  do  not  know  it. 

Q.  Well,  your  business,  whether  on  cash  or  credit,  is  always  inside  of  30 
days? — A.  Supx>osed  to  be  ;  yes. 

Q.  Do  you  think  it  would  be  possible,  as  a  business  matter,  then,  to  turn  your 
capital  over  6  times  in  a  year,  wnich  would  give  you  twice S^  days? — A.  I  can  not 
answer  that ;  I  would  have  to  look  the  matter  up. 

Q.  Do  you  think  it  is  a  fair  question  to  answer  ?  Would  it  not  have  been  a  fair 
dividend  on  the  capital  employed  if,  when  you  went  into  the  business,  you  had 
made  from  12  to  20  per  cent? — ^A.  I  do  not  know  that. 

Q.  I  simply  said  would  vou  take  that  as  a  fair  business  question  ? — A.  No ;  I  do 
not  think  so.  I  believe  that  in  sugar  refining  there  ought  to  be  a  fair  return  for 
the  money,  it  costs  a  great  deal  of  money  to  start.  If  anjrthing  turns  up  that 
makes  your  plant  useless  for  sugar  refining,  you  have  got  nothing  left  that  is  worth 
anything  for  anything  else.  Consequently  there  should  be  a  fair  return  for  the 
refining.    Of  course,  you  all  understand  that. 

Q.  Well,  you  have  a  changeable  market  in  your  raw  products.  Do  you  not  think 
it  would  be  safe  to  say  that  a  man,  in  order  to  invest  money  in  a  sugar  refinery, 
ought  to  have  12  to  14  or  16  per  cent  assured? — ^A.  I  think  he  ought  to;  yes. 

Q.  That  is  what  I  wanted.  Is  it  not  the  business  rule  in  New  York,  especially 
in  New  York  and  Brooklyn,  that  you  could  not  get  an  investment  of  two  or  three 
millions  of  money  in  a  concern — ^in  a  business  venture — ^unless  it  carried  from  14 
to  20  per  cent  profit? — ^A.  I  think  that  is  a  very  good  basis. 

Q.  That  is  your  experience  in  your  own  trade,  considering  the  fluctuations  of 
raw  material,  that  you  could  not  make  a  safe  investment  unless  you  were  always 
sure  of  that  amount  of  profit? — ^A.  I  think  it  is  a  fair  proposition  to  consider  it  m 
that  way. 

Q.  (By  Mr.  Jenks.)  That  would  be  in  accord  with  the  general  statement  you 
made  some  time  ago.  When  you  started  to  make  the  investment  in  building  your 
new  refinery,  at  the  rate  at  which  prices  were  then,  you  had  expected  to  get  as 
much  return  as  20  per  cent? — ^A.  I  aid  not  make  any  calculations  at  all. 

Q.  You  simply  believed  you  would  probably  get  tnat  much  if  you  went  on  with 
the  business? — A.  I  did  not  make  any  calculations  at  all. 

Q.  But  you  ought  to  get  that  much? — ^A.  If  you  put  it  that  way,  yes. 

THE  DIFFERENT  REFINERIES  AND  THEIR  PROPORTIONS  OF  THE  TOTAL  PRODUCT. 

Q.  (By  Senator  Mallory.)  I  did  not  understand  your  testimony  as  to  the  con- 
cerns that  are  engaged  in  sugar  refining.  You  have  mentioned  three — ^the  Amer- 
ican, the  ArbucMes,  and  yours.  Are  tnere  any  other  large  concerns  engaged  in 
sugar  refining  in  the  United  States?— A.  Yes;  there  is  the  Mollenhauer. 

Q.  Where  are  they  located? — ^A.  They  are  located  over  there  in  Williamsburg 
or  Brooklyn;  that  is  a  large  one,  and  there  are  some  smaller  ones.  I  do  not  know 
where  they  are  now.    There  is  another  at  Yonkers — ^the  National. 

Q.  Well,  of  the  refinednsugar  product  in  this  countiy ,  is  there  any  single  or^n- 
ization  or  concern  that  produces  the  major  part? — A.  Yes;  the  American  aoes 
that. 

Q.  The  American  Sugar  Refining  Company  produces  more  than  your  own  con- 
cern and  the  Arbuckles  combined? — ^A.  More  than  all  the  rest  together;  yes. 

Q.  (By  Mr.  Jenks.  )  About  what  percentage  of  the  total  amount  refined  is  refined 
by  the  American?— A.  I  can  not  tell  you  that.    I  do  not  know. 

AMOUNT  OF  SIRUP  PRODUCED  IN  REFINING. 

Q.  There  is  another  question  with  reference  to  the  nature  of  the  refining  that 
is  x)erhap8  not  quite  clear.  Out  of  a  hundred  x>ounds  of  the  raw  sugar  you  said  it 
was  a  fair  average  statement  to  make  that  we  could  get  perhaps  03  pounds  of  the 
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refined,  and  that  also  there  wonld  be  abont  2  gallons  of  simp? — ^A.  About  12  cents' 
worthper  gallon. 

Q.  Twelve  cents  of  the  value,  but  I  am  speaking  as  to  the  weight.  Do  vou  recall 
about  what  the  weight  of  those  2  gallons  would  oe? — ^A.  Two  gallons  of  simp? 

Q.  Yes. — A.  The  sirup  weighs  about  11  pounds— that  is,  water  and  all ;  that  is 
from  the  raw. 

Q.  Well,  you  have  then  98  pounds  of  sugar  and  about  22  pounds  of  sirup  which 
makes  about  115  x>ounds  from  100  pounds  of  raw  sugar.  There  is  an  addition 
that  comes  from  the  water  used  in  washing  the  sugar,  etc.,  that  adds  about  15 
pounds  to  the  whole  weight ;  that  is  right? — A.  I  do  not  know  whether  that  is 
right  or  not. 

Q.  Well,  accordiiig  to  the  figures  you  have  given  it  comes  to  that? — ^A.  I  can 
not  answer  that. 

OFFERS  TO  PURCHASE  WITNESS'S  REFINERY. 

Q.  (By  Mr.  C.  J.  Harris.)  I  understood  you  to  say  that  the  business  had  been 
unsatisfactory  since  vou  started  the  last  time  ? — ^A.  Yes. 

Q.  Have  you  ever  had  any  offers  from  other  companies  to  combine  with  them 
or  go  out  of  business  at  all  ? — A.  No. 

Q.  Either  directly  or  indirectly? — ^A.  There  has  been  a  question  asked  by  out- 
siders whether  we  wanted  to  sell,  but  we  always  said  we  did  not  want  to  sell  out ; 
we  did  not  buHd  the  refinery  to  sell. 

Q.  I  did  not  supxiose  it  would  come  directly  from  any  other  parties ;  it  would 
prooably  be  done  through  outsiders. — ^A.  Well,  now,  that  is  something  that  is 
difficult  to  tell,  of  course. 

Q.  There  has  been  talk  of  that  kind  to  you  by  somebody? — ^A.  They  have 
asked  whether  we  would  sell  our  refinery. 

WITNESS  FORMERLY  SOLD  OUT  TO  THE  SUGAR  TRUST. 

Q.  (By  Mr.  Phillips. )  Were  you  engaged  in  the  manufacture  of  sugar  before 
the  sugar  trust  was  formeil,  the  American  trust  ? — A.  Was  I  engaged  in  it 
before  the  so-called  trust  was  formed  ? 

S.  Yes.— A.  Yes. 
.  Did  you  sell  out  to  the  American  trust  ? — A.  Yes.  I  did  not  sell ;  we  all 
went  in  together  when  the  trust  was  formed ;  the  house  I  was  interested  in  at  that 
time  went  in. 

Q.  Do  you  own  any  stock  in  the  trust  now  ? — ^A.  Yes. 

Q.  Do  you  own  the  original  amount  you  put  in  the  trust? — ^A.  No,  I  do  not 
hold  the  original  amount. 

Q.  There  was  no  bargain  or  agreement  that  you  should  not  go  into  the  manu- 
facture again  when  you  sold  out  to  the  trust  ? — ^A.  I  did  not  catch  that. 

Q.  You  did  not  agree  that  you  would  not  go  into  the  manufacture  again  when 
you  sold  to  them? — A.  Nothing  of  the  kind  at  all  was  asked  or  done ;  everybody 
was  left  free  to  hoe  his  own  row,  or  do  what  he  wanted  to  do. 

Q.  (By  Mr.  C.  J.  Harris.)  If  you  had  not  started  this  competition  against 
the  American  Sugar  Refining  Company,  do  you  have  any  idea  that  sugar  would 
be  selling  as  low  as  it  is  now  ? — ^A.  I  can  not  answer  that  question ;  I  think  other 
parties  can  answer  that  better  than  I  can ;  I  think  other  prides  would  be  more 
able  to  answer  that  than  I  am. 

O.  I  understand  you  to  say  that  the  decrease  in  price  followed  almost  immedi- 
ately after  you  commenced  or  started  business  again ;  is  that  so  ? — A.  Well,  it  was 
not  all  in  one  period ;  you  know  the  Arbuckles  started  in  before  we  did ;  and 
then  the  drop  started,  if  I  remember  right,  and  went  right  down  all  the  time. 

WITNESS    RECEIVES    DIVIDENDS    FROM    SUGAR    TRUST,  BUT    MAKES  NO  PROFITS  IN 

HIS  OWN  BUSINESS. 

Q.  (By  Mr.  Phillips.)  Have  you  been  receiving  dividends  from  the  su^ar 
trust  since  you  entered  the  manufacture  yourself  ?— A.  Have  I  been  receiving 
dividends  myself?  ' 

S.  Yes. — A.  Yes. 
.  Will  you  please  state  the  amount  they  pay? — ^A.  They  pay  12  per  cent  on 
the  common  and  7  per  cent  on  the  preferred. 
Q.  Per  annum? — A.  Yes. 

Q.  Yet  you  said  you  have  not  made  any  money  in  sugar  since  you  entered  the 
business.  Has  the  trust  facilities  for  manuf actuiing  by  which  they  can  make  a 
profit  when  you  can  not  make  a  profit? — ^A.  I  can  not  tell  you  that. 
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But  still  they  are  paying  dividends? — ^A.  They  are  paying  dividends,  yes. 
And  yon  have  not  been  able  to  pay  dividends  on  yours? — ^A.  I  think  I  have 
said  here  that  we  have  not  made  any  money  in  refining  this  year. 

Q.  (By  Mr.  Fabquhak.)  Was  the  last  dividend  of  the  trust  12^  per  cent  ?— A. 
At  the  rate  of  12  per  cent. 

Q.  At  the  rate  of  12  per  cent  on  common  stock? — ^A.  Tes,  there  is  one  payable 
now ;  on  the  1st  of  July. 

Q.  (By  Mr.  A.  L.  Habris.)  What  company  did  you  belong  to  at  the  time  the 
trust  was  formed? — ^A.  The  Brooklyn  Sugar  Befining  Company. 

DIFFERENT  CORPORATIONS  THAT  WENT  INTO  THE  SUOAR  TRUST. 

Q.  Were  you  acquainted  with  the  different  corporations  that  went  into  the 
original  trust? — A.  I  beg  your  pardon. 

Q.  Were  you  acquainted  with  the  names-^do  you  know  the  names  of  the 
original  corporations  that  went  into  the  trust  ? — ^A.  I  do  not  know  all  of  them. 

Q.  Did  they  operate  all  of  them  after  the  organization  of  the  trust? — A.  No. 

Q.  How  many  of  those  refineries  were  suspended? — ^A.  I  could  not  tell  you  how 
many ;  of  course  they  closed  some  of  them,  1  do  not  know  how  many. 

S.  Would  you  remember  them  if  you  heard  the  names? — A.  I  will  try  to. 
.  What  became  of  the  Donner  &  he  Castro  ? — A.  They  worked  but  very  little ; 
they  worked  some,  but  very  little  after  that. 

Q.  What  became  of  the  Worth  River  Sugar  Befining  Company  ?— A.  They  did 
not  work  at  all. 

Q.  What  became  of  the  Oxnard  Brothers? — A.  I  do  not  believe  they  worked 
at  all. 

What  became  of  the  Moller  &  Sierck? — A.  They  did  not  work  at  all. 
What  became  of  the  Bay  State  ?— A.  I  do  not  know ;  I  can  not  tell  you. 
You  do  not  know  about  the  Forest  City? — A.  No. 

Nor  the  St.  Louis? — A.  I  do  not  know  whether  they  worked  any  at  all  or 
not ;  I  cannot  tell  you ;  but  those  right  there  in  our  neighborhood,  I  know  they 
did  not  work.  They  were  all  old  houses  and  were  combined  and  changed,  and, 
of  course,  they^d  not  work  at  all. 

Q.  (By  Mr.  Phillips.)  How  many  refineries  were  closed  down  when  the  trust 
was  formed  ? — ^A.  How  many  were  closed  down  ? 

Q.  Yes ;  do  you  know  about  how  many  V — ^A.  I  do  not  know  as  there  was  any  of 
them  closed  down.    You  mean  afterwards  ? 

Q.  After  the  trust  was  formed. — ^A.  I  have  said  what  I  knew  were  closed 
down :  how  many  more  I  do  not  know. 

Q.  What  became  of  those  that  were  closed  down  ?  Were  they  dismantled  ? — 
A.  Some  of  them  were. 

Q.  (By  Mr.  A.  L.  Harris.  )  Has  the  dividend  on  the  common  stock  been  about  12 
percent  since  the  organization  of  the  present  company? — ^A.  I  think  it  was  10 
unto  they  were  reorganized. 

Q.  When  was  the  reorganization? — ^A.  Some  of  you  gentlemen  know  better 
than  I  do.    Was  it  in  1890  or  1891  ? 

3.  1892  ? — ^A.  Somewhere  around  there ;  I  do  not  know  just  when  it  was. 
.  Do  you  remember  the  dividend  that  was  declared  in  1894  ? — A.  I  am  not 
sure,  but  I  guess  it  was  12  per  cent. 

Q.  Was  there  an  extra  dividend  in  1894  of  12  "per  cent  in  addition  to  the  10  per 
cent? — ^A.  There  was  one;  I  do  not  remember  how  much;  I  do  not  remember  the 
date  of  it,  but  I  know  there  was  one  extra  dividend  once. 

Q.  (By  Mr.  Phillips.)  Would  you  care  to  state  to  the  comnussion  how  much 
stock  you  own  in  the  sugar  trust  now? — ^A.  I  would  rather  be  excused. 

O.  (By  Mr.  A.  L.  Harris.)  I  would  like  to  ask  if  you  know  whether  or  not  the 
Moilenhaur  is  connected  in  any  way  with  the  American  Sugar  Befining  Com- 
pany?— ^A.  I  can  not  tell  you. 

Q.  Or  whether  the  officers  of  the  American  Sugar  Refining  Company  own 
stock  in  the  Mollenhauer? — ^A.  I  do  not  know,  sir. 

O.  (By  Mr.  Jbnks.  )  Their  prices  regularly  go  with  those  of  the  American  Su^^ 
Renning  Company  tne  same  as  yours,  do  they  not? — A.  Yes;  they  have  durmg 
the  last  few  years. 

Q.  Since  tnis  last  cut  in  prices  they  have  stopped  work? — ^A.  Yes. 

COMPARATIVE  ADVANTAGES  OF  REFINERIES. 

Q.  In  the  manufacture  of  sugar  are  there  any  special  secret  processes  as  there 
are  in  other  lines  of  business?  Does  a  refinery  of  the  same  quality  or  grade  work 
the  same  as  every  other? — A.  Well,  about. 
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Q.  There  are  not  8iipx)08ed  to  be  any  secret  processes  or  anything  of  that  kind?-— 
A.  No;  I  do  not  know  that  there  are.  Of  coarse  there  are  always  some  that 
have  thorough  knowledge  of  the  business. 

Q.  As  far  as  the  general  process  is  concerned,  with  the  same  managers,  they  all 
do  the  same  thing? — ^A.  Yes. 

Q.  Yonr  refinery  is  the  last  one  of  the  large  refineries  that  has  been  boilt,  is  it 
not? — ^A.  Yes. 

Q.  So  that  the  presumption  is  that  yon  have  really  as  good  a  refinery  as  any  of 
them,  considering  its  size?— A.  Well,  I  will  call  it  that;  let  it  so  at  that. 

Q.  You  believe,  then,  that  your  cost  of  refining  is  really  as  low  as  that  in  any 
other  refinery?— A.  I  think  so. 

<).  If  you  can  not  make  any  money  from  refining,  then  yon  think  it  would  be  a 
fair  inference  that  the  American  Sugar  Refining  Company  can  not  make  any 
money  from  refining?— A.  I  do  not  know  what' they  can  do,  and  besides  that  you 
all  know  when  you  start  a  new  refinery  that  there  is  so  much  machinery  that 
you  are  at  a  disadvantage  in  the  beginning,  and  that  it  takes  a  little  time  to  get 
all  the  machinery  and  everything  running  smoothly.  So,  as  I  said  before,  we 
really  do  not  know  what  we  can  do;  we  do  not  know  how  cheap  we  can  run,  but 
Btm  we  think,  after  the  affair  is  started,  we  will  be  able  to  run  our  own  as  cheaply 
as  any  of  them. 

Q.  (By  Mr.  0.  J.  Harris.)  Is  your  company  a  stock  company? — A.  Yes. 

VALUATION   AND  CAPITALIZATION   OF  THE  SUGAR  TRUST. 

Q.  (By  Mr.  Phillips.)  About  what  was  the  vcdue  of  the  plants  that  went  into 
the  sugar  trust,  the  American  Sugar  Refining  Company? — ^A.  I  do  not  remember 
that,  and  I  do  not  know  that  I  ever  knew.    Ir  I  did  I  have  forgotten. 

Q.  What  was  it  capitalized  at  ? — ^A.  It  is  now  capitalized  at  $75,000,000,  is  it  not  ? 

Q.  Was  the  addition  or  increase  of  capital  before  or  after  the^  bought  the 
re&ieries  in  Philadelphia? — ^A.  I  think  it  was  before;  or  did  they  issue  a  little 
more  stock  ?    I  can  not  tell. 

Q.  Was  the  original  capital  $50,000,000  ? — ^A.  I  do  not  remember ;  I  think  it  was ; 
I  do  not  remember  whether  it  was  or  not. 

Q.  Was  it  not  increased  after  the  purchase  of  the  Philadelphia  refineries  to 
$75,000,000? — ^A.  I  am  not  sure  about  that ;  I  think  it  was. 

Q.  Do  you  have  any  idea  of  the  value  of  the  plants  that  went  in  at  that  time 
from  Philadelphia?— A.  No ;  I  have  not ;  I  never  was  in  a  Philadelphia  refinery ; 
I  do  not  know  what  they  were  worth. 

Q.  (By  Mr.  A.  L.  Harris.)  Compared  with  your  plant,  what  would  be  the  aver- 
age vcdue  of  the  plants  that  went  into  the  original  sugar  refining  comjyany? — ^A. 
On,  I  could  not  teU  you  that. 

.  Your  plant  is  a  new  one  ? — ^A.  Yes. 

.  And  has  a  capacity  of  3,000  barrels  a  day ;  and  5  of  these  which  went  into 
the'  trust  you  say  were  old  and  worthless  apparentlv,  leaving  of  the  15  10  good 
ones,  and  you  can  not  say  whether  their  average  would  be  more  or  less  than  your 
new  plant? — ^A.  No ;  I  can  not  tell  that. 

Q.  (By  Mr.  C.  J.  Harris.)  Would  10  such  plants  as  your  present  plant  supply 
the  su^r  trade  of  the  United  States? — ^A.  No ;  I  do  not  think  they  would. 

Q.  (By  Mr.  A.  L.  Harris.)  When  you  sold  the  Brooklyn  refinery  what  was  the 
valuation?— A.  Of  the  Brooklyn? 

Q.  When  you  sold  ?— A.  It  was  in  the  neighborhood  of  $8,000,000 ;  I  do  not  just 
exactly  know,  but  it  was  just  a  little  over  $3,000,000. 

Q.  What  was  the  capacity  of  that  refinery  at  that  time  ? — ^A.  Now  I  do  not 
remember  just  what  it  was  at  that  time. 

Q.  Was  it  not  one  of  the  best  refineries  then  running  ? — ^A.  I  believe  it  was.  It 
was  one  of  the  best,  but  it  was  not  one  of  the  largest ;  out  it  was  one  of  the  more 
improved  and  had  the  most  modem  machinery ;  yes. 

It  was  considered  valuable  property? — A.  Yes,  it  was. 
Was  that  a  cash  valuation  or  stock  ? — ^A,  Certificates. 
You  sold  for  $3,000,000  in  certificates?— A.  Yes;  a  little  over  $8,000,000  in 
certificates ;  no  cash. 

Q.  At  what  were  those  certificates  valued  at  that  time?— A.  I  do  not  know; 
some  valued  them  pretty  high  and  some  did  not. 

Q.  Were  they  not  valued  at  50  cents  on  the  dollar? — A.  Well,  they  had  been 
sold,  and  were  sold  for  50  cents  afterwards,  you  know. 

Q.  Was  that  not  the  basis  upon  which  the  purchases  were  made?  Do  you 
know  anything  about  the  purchase  of  the  North  River  Refinery  ?— A.  No ;  I  do 
not.    You  mean  the  figures  they  got  ? 
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Q.  I  mean  the  one  that  Mr.  Searles  porchaaed. — ^A.  Yes.  That  was  the  North 
Biyer.  Yes,  if  I  do  not  mistake,  they  took  cash ;  they  did  not  want  the  certifi- 
cates, and  they  took  cash. 

§.  Do  yon  remember  the  amount? — ^A.  No ;  I  do  not  remember  the  amount. 
.  Was  not  the  offer  $825,000  in  cash  or  $700,000  in  stock?— A.  I  do  not  remem- 
ber that,  bat  I  believe  that  they  took  60  cents  in  cash;  I  believe  they  did,  but  what 
the  amount  was  I  do  not  remember. 

S.  They  took  50  cents?— A.  I  think  they  did, 
.  It  was  turned  over  to  the  American  refinery  from  that  purchase?— A.  I  sup- 
pose it  was. 

Q.  And  went  into  the  original  sugar  trust? — (No  audible  response  by  the 
witness.) 

Q.  (By  Mr.  Jbnks.)  Was  that,  in  your  judgment,  about  the  basis  of  the  prices 
paid  in  certificates  for  the  other  refineries,  about  double  what  the  fair  cash  value 
would  be? — ^A.  Well  that  varies,  you  know,  a  good  deal. 

2.  Do  you  consider  it  about  that  with  reference  to  yours? — ^A.  No;  I  do  not. 
,  You  do  not  believe  you  got  quite  double? — ^A.  No;  I  do  not  think  we  got 
double;  I  never  thought  so. 

Q.  You  thought  your  certificates  were  worth  probably  more  than  50  cents  on 
the  dollar?— A.  Well,  they  are  worth  a  little  more  today;  yes. 

Q.  (^By  Mr.  A.  L.  Harris.)  You  have  no  knowledge  of  the  amount  that  the 
Brooklyn  company  was  turned  into  the  trust  for? — ^A.  I  have  no  knowledge  of 
what? 

Q.  Have  you  any  knowledge  of  what  the  Brooklyn  company  was  vcdued  at  when 
it  was  turned  into  the  trust  ? — A.  That  is  what  we  were  first  talking  about ;  a 
little  over  $3,000,000. 

Q.  I  want  to  correct  myself;  the  amount  of  trust  certificates  that  were  issued 
for  the  Brooklyn  company?— ^A.  I  have  said  a  little  over  $3,000,000. 

Q.  And  the  capitalization;  you  have  no  idea  of  the  capitalization  when  the  trust 
was  formed— that  $50,000,000?— A.  No;  I  have  not.  I  brieve,  if  1  remember  right, 
that  the  companies  were  all  left;  they  were  not  changed  at  all.  They  were  capi- 
talized.   I  think  we  were  incorporated  for  $300,000. 

Q.  (By  Mr.  Jenks.)  That  was  before  you  went  in? — A.  Yes;  oh,  long  before; 
when  we  first  organized,  you  know. 

Testimony  closed. 


Washington,  D.  C,  June  U,  1899. 

TE8TIM0VT  OF  HEHRY  0.  HAVEMEYER. 

The  commission  met  at  11  a.  m.,  June  14, 1899,  Vice-Chairman  Phillips  pre- 
siding.   Mr.  Henry  O.  Havemeyer  was  sworn  and  testified. 

O.  (By  Mr.  Jenks.)  Will  you  be  kind  enough  to  give  your  full  name  and 
address  to  the  stenographers  ? — ^A.  My  name  is  Henry  O.  Havemeyer ;  my  address 
is  117  Wall  street.  New  York ;  I  reside  in  Greenwich,  Conn. 

Q.  You  are  president  of  the  American  Sugar  Refining  Company  ? — A.  I  am. 

Q.  Will  you  De  kind  enough  to  make  a  general  statement,  in  the  first  place  with 
reference  to  the  subject  of  industrial  combinations,  and  then  we  will  ask  such 
supplementary  questions  as  may  seem  desirable  ? — ^A.  I  understood  that  I  would 
be  asked  questions  on  the  subject  of  trusts  and  corporations,  and  I  have  jotted 
down  in  a  very  brief  form  something  I  should  like  to  read  to  the  commission. 
(Beading.) 

THE  ORIGIN  OF  TRUSTS. 

The  mother  of  all  trusts  is  the  customs  tariff  bill.  The  existing  bill  and  the 
preceding  ones  have  been  the  occasion  of  the  formation  of  all  the  large  trusts, 
with  very  few  exceptions,  inasmuch  as  they  provide  for  an  inordinate  protection 
to  all  the  interests  of  the  country,  sugar  refining^  excepted.  Economic  advantages 
incident  to  the  consolidation  of  larKe  interests  in  the  same  line  of  business  are  a 
great  incentive  to  their  formation,  out  these  bear  a  very  insignificant  proportion 
to  the  advantages  granted  in  the  way  of  protection  under  the  customs  tariff. 

There  probably  is  not  an  industry  that  requires  a  protection  of  more  than  10 
per  cent  ad  valorem,  and  it  is  to  obtain  what  is  provided  over  such  percentage  in 
the  tariff  that  leads  to  the  formation  of  what  are  commonly  spoken  of  as  "  trusts." 

With  a  protection  to  an  industry  not  exceeding  10  i>er  cent,  all  menace  to  the 
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commtmity  from  tmsts  would  cease.  This  10  x>er  cent  would  represent  the  differ- 
ence in  cost  of  production,  and  likewise  act  as  a  protection  against  surplus  prod- 
ucts of  foreign  countries  bein^  dumped  in  our  local  markets,  thereby  interfering 
with  the  regular  and  economic  working  of  our  industries.  Any  advantage  that 
might  then  accrue  to  such  combinations,  they  would  be  fully  entitled  to,  and  the 

ublic  would  not  be  damaged  thereby,  as  any  expansion  of  price  would  be  met 

y  foreign  comx>etition  and  relief. 

THE  TARIFF  ON  SUGAR. 


E 


I  have  said  that  sugar  is  an  exception.  The  rate  of  protection  on  sugar  is  one- 
eighth  of  a  cent  per  pound,  which  is  about  8^  per  cent  ad  valorem,  and  is  not  the 
difference  in  the  cost  of  refining  between  this  and  foreign  countries.  The  least  it 
should  have  is  8  per  cent,  or,  in  8X)ecific  figures,  one-fourth  cent  "per  pound.  The 
sugar  refining  industry  of  this  country,  no  matter  what  form  its  organization,  is 
entitled  to  adequate  protection,  if  any  industry  is.  There  are  at  least  100,000 
X)eople  dependent  upon  it.  What  it  pays,  or  has  paid,  to  its  stockholders  in  the 
past  represents  nothing  more  than  a  fair  rettim  on  the  capital  invested,  considering 
the  extent  of  the  business. 

The  United  States  tariff  bill,  in  assessing  about  $40  per  ton  duty  on  imported 
sugar,  pays  into  the  pockets  of  a  few  Louisianans  on  their  annual  crop,  of  250,000 
tons,  $10,000,000;  to  the  Hawaiian  Islanders,  probably  represented  oy  150  for- 
eigners, on  their  annual  crop,  of  250,000  tons,  $10,000,000 ;  on  say  100,000  tons, 
produced  elsewhere  in  the  United  States,  $4,000,000. 

Here  you  have  $24,000,000,  extracted  from  the  people  of  the  United  States  for 
the  sake  of  getting  the  revenue,  which  $40  per  ton  on  foreign  sugar  provides. 
This  is  merely  illustrative  of  the  whole  tariff — every  line  of  it — and  its  effect  upon 
the  people.  In  fact,  the  tariff  bill  clutches  the  people  bv  the  throat,  and  then  the 
governors  and  attorneys-general  of  the  several  StateH  take  action,  not  against  the 
cause,  but  against  the  machinery  which  the  people  employ  to  rifle  the  public*8 
pockets. 

THE  FORM  IN  WHICH  BUSINESS  IS  DONE  IMMATERIAL. 

There  ap];)ears  to  be  in  the  public  mind  a  distinction  between  robbery  by  an 
individual  and  that  by  a  corporation.  What  is  commendable  in  an  individual 
appears  to  be  dishonest  in  a  corporation. 

I  maintain  that  it  is  immaterial  to  the  public  in  what  form  business  is  done — 
whether  by  an  individual,  firm,  corporation,  or  even  trust.  These  are  merely 
forms  of  conducting  business,  or,  in  other  words,  machinery  for  the  operations  of 
business.  It  is  the  duty  of  the  Government  to  see  that  under  the  tariff  laws 
which  thev  enact,  this  machinery  can  not  in  its  actions  result  to  the  detriment  or 
impoverishment  of  the  public. 

It  would  have  been  very  easy  and  proper  for  the  Gk)vemment  to  have  put  a 
corresix>nding  internal-revenue  tax  on  sugar  simultaneously  with  the  imposition 
of  the  customs  duty,  and  have  these  $24,000,000  which  now  go  into  the  pockets  of 
a  few  individuals  go  into  the  Treasury  for  the  benefit  of  the  whole  people.  If  no 
expense  of  the  Government  needed  to  be  provided  for  and  protection  to  American 
industries  was  desired,  the  imposition  of  10  per  cent  ad  valorem  on  all  manufact- 
ured products  would  have  settled  the  matter.  There  is  every  reason  why,  if 
revenue  is  desired,  that  with  a  duty  on  raw  materials  of  foreign  production,  a  corre- 
sponding internal-revenue  tax  should  be  levied  on  similai'  products,  and  the  pro- 
tection to  manufacturers  thereof  limited  to  an  additional  10  per  cent. 

THE  GOVERNMENT  PLUNDERS  THE  PEOPLE. 

I  repeat  that  all  this  agitation  i^inst  trusts  is  against  merely  the  business 
machinery  employed  to  take  from  tne  public  what  the  Gk)vemment  in  its  tariff 
laws  says  it  is  proper  and  suitable  they  should  have.  It  is  the  Government, 
through  its  tariff  laws,  which  plunders  the  people,  and  the  trusts,  etc.,  are  merely 
the  machinery  for  doing  it. 

The  statements  made  before  the  committees  in  Congress  and  the  speeches  against 
the  Sugar  Refining  Company  are  absolutely  devoid  of  truth — utterly  unworthy  of 
credence.  The  intention  ot  Confess,  however,  to  enact  something  into  law  con- 
trary to  what  the  sugar  refining  industry  properly  required  resulted,  irrespective 
of  the  great  injury  and  injustice  done,  in  the  passage  of  the  existing  sugar 
schedule. 
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PRICBB  OF  SUGAR  BEFORE  AND  AFTER  THE  FORMATION  OF  THE  TRUST. 

Whether  the  Sugar  Befixung  Company  has  been  a  benefit  or  injury  to  the 
commiinity  can  be  best  expressed  in  the  table  following,  showing  the  prices  for  a 
consideralue  period  prior  to  the  formation  of  the  trost  and  for  a  corresponding 
period  subsequent.  The  dijference  since  its  formation  shows  an  advantage  to  the 
consumer— note  that,  conaumer-^t  over  one-eighth  of  a  cent  per  x)onnd. 

[Compiled  fram  Will«tt  A  Gray's  Weekly  Statlatical  Sag&r  Trade  Journal.] 
Quotaiian$  for  raw  and  refined  for  twenty  years. 


W*  centi- 
grade. 

Granu- 
lated. 

Differ- 
ence. 

18T9 

7.4iS 
8.206 
8.261 
7.797 
7.483 
6.867 
6.729 
6.336 
6.246 

8.786 
9. 002 
9.667 
9.234 
8606 
6.780 
6.441 
6.117 
6.013 

1.302 

1880 

1.396 

1881 

1.410 

1882_ . ._   .    _     ._     . 

1.437 

1883 

1.063 

1884 

.088 

1886 

.712 

1886 

.781 

1887 

.768 

Averatre 

1.008 

1888 

6.749 
6.433 
6.461 
3.868 
8.811 
3.680 
3.236 
3.266 
3.631 
8.663 
4.149 

7.007 
7.640 
6.171 
4.091 
4.346 
4.842 
4.119 
4.140 
4.539 
4.481 
4.976 

1.268 

1889 

1.207 

1880              

.720 

1801 

.828 

1ftt2 

1.086 

1803 

1.168 

1804 

.884 

1806 

.882 

1806 

.008 

1807 

.928 

1808 

.827 

Avenur©                                   . . 

.966 

1879  to  1887  indnsiTe 

1.008 

1888  to  1808  incluaive 

.966 

T>ifrftrATirA  .          ,    . ,  ,  , 

.132 

What  the  Sugar  Company  has  disbursed  in  dividends  has  been  not  because  of 
any  extreme  protection  under  the  tariff,  but  out  of  conditions  perfectly  legitimate 
and  commendable.  Their  records  show  conclusively  that  no  advantage  Has  ever 
been  taken  by  the  company  of  any  protection  in  excess  of  the  8  "per  cent  claimed, 
i.  e. ,  i  cent  per  pound,  imder  the  t£uiff . 

Tanff  laws  should  not  afford  protection  exceeding  10  per  cent  to  any  industry, 
BO  that  irrespective  of  the  form  of  doing  business,  individual  or  corporation,  the 
people — ^that  is,  the  consumers,  would  be  protected.  As  the  tariff  laws  are  and 
have  been,  it  is  the  consumer,  i.  e.,  the  great  mass  of  the  people,  who  has  terribly 
suffered,  to  the  great  advantage  of  the  few  in  the  business  community. 

The  Su^pir  Company  undoubtedly  tries  to  do  its  utmost  to  enlarge  its  business, 
but  does  it  in  a  way,  which  they  consider  the  only  proper  one,  i.  e.,  by  making 
the  price  so  low  as  to  defy  competition. 


CORPORATIONS  UNDER  NO  OBUQATIONS   TO  THE  STATES. 

It  is  my  opinion  that  corporations  are  under  no  obligations  whatever  to  any  of 
the  States  for  their  existence.  Quite  the  reverse;  the  States  are  under  obhga- 
tions  to  them.  If  the  plants  of  these  industries  consolidated  were  capable  of  being 
put  on  wheels  and  moved  from  State  to  State,  you  would  find  very  active  bidding 
for  them.  It  is  not  an  unusual  thing  for  certain  localities  to  guarantee  free  tax- 
ation for  20  years,  free  water,  and  in  some  instances  give  the  land  to  corporations 
to  have  them  organize  under  their  statutes  and  locate  in  their  States. 

Hostility  to  capital  meets  with  its  own  condemnation.  This  is  illustrated  by 
the  situation  in  New  York,  where  discrimination  against  capital  has  prevented 
its  employment  and  driven  it  elsewhere,  resulting  in  a  greatly  increased  tax  rate, 
and  a  tendency  to  increase  the  number  of  the  unemployed. 
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CAPITAL  AND  LABOR. 

All  I  have  to  say  about  trade  organizations  and  strikes  is  that,  without  violence, 
they  are  natural.  They  have  one  objection,  however — ^their  tendency  to  reduce 
all  labor  to  a  low  level. 

Business  is  not  philanthropy.  Capital  and  labor  will  adjust  their  own  relations 
if  they  are  let  alone.  Interference  always  operates  against  one  or  the  other; 
that  means  to  the  disadvantage  of  both. 

There  is  no  such  thinff  as  monopoly  in  these  days  except  that  which  results 
from  patents  and  copyrights. 

The  true  * '  communism  of  pelf  "  is  the  customs  tariff  bill.  It  says  to  the  people, 
*'  Here  is  the  law  we  have  enacted  for  your  robbery.  Do  not  complidn  of  it.  out 
do  your  utmost  to  attack  and  injure  the  machinery  engaged  in  extracting  from 
you  what  we  legislate  shall  be  taken  from  you. 

''Keep  up  the  clatter  while  the  voters  on  the  tariff  bill  take  advantage  of  the 
noise  to  enact  laws  that  cause  your  impoverishment  and  thus  contribute  to  the 
greed  and  avarice  of  the  few." 

BUQAB  PRODUCT  OF  THE  WORLD. 

I  submit  herewith  a  statement  of  the  sugar  product  of  the  world,  since  1894, 
showing  the  production  and  consumption  of  cane  and  beet  sugars,  which  may  be 
of  interest  to  the  commission. 


Country. 


OANB  oaop. 


Cuba 

Porto  Bico 

Trinidad 

BorlMdoe 

Martiniqne 

Gnadelonpe 

Demerara 

Braeil 

Java 

Philippine  Islands. 

Manritios 

Reunion 

Jamaica 

Minor  Antilles 

Louisiana 

Peru 

Sandwicii  Idands  . 


Total. 


B3DBT  OROP. 


Germany 

Austria 

France 

Russia 

Belgium 

Hol&ind 

Other  countries 


Total 

Total  (cane  and  beet) 


Estimate. 


1806-80. 


Tona. 

800,000 

60,000 

46,000 

46,000 

80,000 

86,000 

100.000 

160,000 

640,000 

176,000 

150.000 

40,000 

80,000 

80,000 

280,000 

60,000 

120,000 

220,000 


2,680,000 


1,710,000 
1,000.000 
800,000 
760,000 
220,000 
155,000 
165,000 


4,790,000 


ActuaL 


1807-06. 


7,320,000 


Tona. 

260,000 

61,028 

48,717 

62,000 

80,660 

87,212 

107,862 

170,000 

628,000 

176,000 

U7,860 

85,238 

85,000 

85,000 

845,000 

66,000 

100,000 

200,000 


2,537,671 


1,852,867 
881,067 
821,236 
788,715 
265,897 
126,658 
190,000 


4,825,528 


7,363,100 


1886-87. 


Tong. 

228,208 

66,688 

48,288 

66,703 

81,021 

42,066 

110,687 

200,000 

808,440 

205,814 

147,648 

48,447 

80,000 

80,000 

816,000 

70,000 

86,000 

180,000 


2,871,876 


1.886,686 
834,007 
752,081 
780.000 
280,000 
174,216 
201,000 


4,817,840 


7,288,715 


1886-86.1 


Tuna. 
882,706 

64,681 

42,875 

85,886 

43,886 

102,483 

220,000 

676,142 

250,447 

140,643 

44,768 

81,000 

88,000 

200,000 

68,000 

82,000 

170,000 


2,704,447 


l,617,81i3 
701,405 
667,863 
780,000 
230,000 
106,828 
180,000 


4,328,888 


7,028,846 


1884-86. 


Tona. 

786,000 

62,407 

62,026 

87,0«0 

28,658 

81.621 

86,747 

260,000 

608,610 

200,870 

US,  886 

88,248 

80,000 

27,000 

825,000 

76,000 

70,000 

148,000 


2,832,218 


1,844,586 
1,055,821 
782, 6U 
616,058 
248,937 
84,697 
166,000 


4,782,680 


7,624,748 


Season  1884r-85:  Tons.    Gonsamption. 

Visible  supply, October  4,1884  (Czamikow) 601,000 

Beet  crops,  1^85  (Licht) 4,798,000 

Cane  crops,  1884-85  (Licht) 2,838,000 

Total 8,126,000 

Deduct  visible  supply,  October  1, 1885 1,805, 000  gives  6, 821, 000 

Season  1895-86: 

Visible  supply,  October  1, 1895  (Czamikow) 1,805,000 

Beet  crops,  1W6-96  (Licht) 4,324,000 

Cane  crops,  1885-86  (Licht) 2,704,000 

Total 8,833,000 

Deduct  visible  supply,  October  1, 1886 l,214,O00.gives7,U8,000 
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Seaaon  18B6-97:  Tons.     ConBtmiption. 

Visible  mpplyi  October  1, 1806  (Caurnikow) I,a4,000 

Beetcrope,T»NI^(Liclit) 4,918,000 

OMie  crops,  1806-W  (Licht) 2,872,000 

Total 8,504,000 

Deduct  Yiaible  supply,  October  1, 1807 1,012, 000  gives  7, 4«B,  000 

Season  1807-06: 

Visible  supply.  October  1, 1807  (Csamikow) 1.012,000    . 

Beet  crops,  1807-06  (Llcht) 4,826,000 

Cone  crops,  1807-08  (Licht) 2,687,000 

Total 8,374,000 

Deduct  visible  supply,  October  1, 1806 780,000  given  7,654,000 

Season  1806-00: 

Visible  supply.  October  1, 1806  (Csandkow) 720,000 

»*B8tin»ted'*^be©t  crops,  1806-80  (Licht) 4,700,000 

*' Estimated"  cane  crops,  180WW  (Ucht) 2,630,000 

Total 8,040,000 

H06TIIJTY  TO  WEALTH. 

There  is  a  prevailiiiK  hostility  to  wealth.  This  is  perfectly  illo^cal.  Everyone 
wants  money.  It  is  the  abase  of  money,  not  its  x>06se68ion,  which  is  opposed  to 
thepnblic  interest. 

This  hostilitjr  finds  its  ontlet  in  hostile  legislation,  in  nneqnal  and  nnjust  taxa- 
tion. All  this  is  probably  unconstitutional.  It  is  directly  against  the  interest  of 
the  very  class,  I  mean  the  poorer  class,  whom  it  is  supposed  to  benefit. 

Gor^rations,  whether  directly  such  or  in  the  form  of  trusts,  are  an  expedient 
for  uniting  the  interests  of  a  large  number  of  i)er8ons  of  smaller  means  into  a 
large  aggregation  of  capital. 

Attack  upon  them  is,  therefore,  an  attack  ux)on  their  stockholders.  In  the  case 
of  many  well-conducted  corporations  ^ese  stockholders  are  very  numerous  and 
are  often  persons  of  moderate  means,  dependent  upon  tiieir  income  for  their 
support. 

In  the  absence  of  all  disturbing  causes,  the  direct  tendency  of  a  combination 
of  capital  is  to  promote  economy,  reduce  expenses,  and  diminish  price. 

This  does  not  mean  that  a  person  having  anything  to  sell  will  not  get  for  it  the 
largest  price  that  he  can.  It  means  that  with  the  abundance  of  capital  ready  for 
investment  which  is  always  found  everywhere,  the  only  way  to  prevent  competi- 
tion is  to  keep  prices  below  the  competitive  point. 

Great  public  improvements,  factories,  and  other  enterprises  requiring  large 
capital  either  are  impossible  unless  through  the  instrumentality  of  corporations, 
or  are  possible  only  through  the  action  of  individuals  themselves  possessed  of 
unlimited  capital.  It  is  easy  to  see  what  in  the  latter  case  would  happen  to  the 
community. 

One  form  in  which  hostile  action  manifests  itself  is  by  legislation  which  is 
intended  to  keep  corporations  and  their  products  out  of  particular  States.  This 
legislation  in  some  States  takes  the  form  of  bills  which  permit  citizens  to  buy 
goods  and  with  impunity  to  refuse  to  pay  for  them.  This  is  a  premium  on 
oiE^onesty. 

In  other  States  the  attempt  is  to  exclude  articles  which  are  of  prime  necessity. 
If  the  producers  of  such  articles  were  to  follow  the  lead  and  to  combine  to  keep 
their  commodities  out  of  the  State,  it  is  easy  to  see  what  would  result,  i.e.,  either 
the  people  would  be  compelled  to  go  without,  or  they  would  be  forced  to  pay  an 
inordinate  price. 

Trade  will  always  take  care  of  itself.  K  it  is  left  to  pursue  ordinary  channels, 
A  will  see  to  it  that  B  does  not  have  any  extraordinary  advantages.  It  is  only 
when  the  State  interferes  that  a  situation  is  created  of  which  advantage  can  be 
taken  against  the  interest  of  the  community. 

ONLY  TWO  FORMS  OF  MONOPOLY  TO-DAY. 

In  these  days  there  are  two  forms,  and  only  two  forms,  of  monopoly: 

One,  that  which  results  from  a  patent  and  copyright.  It  is  universally  recog- 
nized that  this  is  in  the  interest  of,  not  against,  the  public. 

The  otJier,  that  which  comes  from  unfair  tariff  discrimination. 

Tariff  for  revenue  need  not  be  considered.  The  exi>enses  of  the  Gtovemment 
must,  of  course,  be  provided  for.  Tariff  for  the  purpose  of  equalizing  against 
foreign  bounties  or  foreign  discrimination  does  not  need  to  be  justified.    Beyond 
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that  there  is  no  excuse  for  giving  to  one  indnstry  a  protection  of  100  per  cent  as 
against  4  per  cent  to  another.  The  result  is  that  the  Uovemment  fleeces  the  com- 
munity at  large  in  the  interest  of  some  favored  industry. 

THE  EFFECT  OF  HOSTILITY  TO  COMBINATIONS  OF  CAPITAL. 

It  must  be  kept  in  mind  that  this  is  a  rich  country,  not  a  poor  country.  It  must 
be  kept  in  mina  that  the  object  of  everyone  is  to  make  the  country  stronger, 
wealuiier,  more  important,  more  influenzal. 

The  hostile  action  to  which  I  have  referred,  legislation  against  corporations,  if 
followed  to  its  legitimate  results,  would  make  the  country  less  powerful,  its  peo- 
ple less  prosperous,  and  wotQd  destroy  the  influence  which  comes  from  the  rich- 
ness of  the  land  and  its  people. 

Citizens  are  divided  into  two  classes — ^the  industrious  and  those  who  wish  to 
live  on  the  industry  of  others.  It  is  they  who  are  without  capital  who  are  hostile 
to  it.  This  is  only  another  mode  of  stating  the  obvious  proposition  that  it  is  those 
who  are  without  means  who  wish  to  have  wealth  without  work. 

PROTECTION  OF  10  PER  CENT   AD  VALOREM  WOULD  BENEFIT   ALIj  THE  PEOPLE. 

Q.  I  should  like  to  ask  you  some  questions  in  connection  with  your  X)aper  that 
have  a  little  more  direct  oearing  uxK)n  your  own  special  industry.  I  understood 
you  to  say  that  you  thought  there  should  be  no  tariff  above  10  per  cent? — ^A.  No 
protecrion. 

Q.  The  general  principle  you  have  in  mind  is  this,  that  the  difference  between 
the  cost  of  manufacture  in  foreign  countries  and  this  country  is  likely  to  be  not 
over  10  -per  cent? — A.  Yes ;  and  the  other  provision  that  it  is  very  vital  that  the 
industries  of  this  country  should  be  kept  constantly  going  so  as  to  produce  at  the 
least  cost.  There  should  be  no  interruption  whatever  furnishing  any  opportune 
chance  for  dumping  the  surplus  products  of  foreigners  into  this  country. 

Q.  You  would  think,  then,  that  we  had  better  not  attempt  to  take  up  any  industry 
in  which  the  difference  in  the  cost  of  manufacture  abroaa  and  here  is  more  than  10 

Ser  cent? — A.  I  do  not  know  about  that;  it  would  be  a  very  difficult  matter  to 
etermine  what  the  difference  in  cost  should  be;  but  I  favor  a  horizontal  protec- 
tion of  10  per  cent.  There  is  no  law  that  can  be  framed  to  meet  every  x)articular 
case,  and  it  is  to  the  advantage  of  the  great  body  of  the  people  to  be  considered, 
and  not  some  particular  manufacturer  who  pretends  and  can  show  that  his  industry 
is  at  15  i)er  cent  disadvantage,  compared  with  the  same  industry  in  a  foreign 
country. 

Q.  By  making  dishonest  representations  to  get  legislation? — A.  It  is  going  pretty 
far  to  say  dishonest;  I  should  say  that  it  is  of  benefit  to  the  whole  i)e<)ple  that 
this  should  be  limited  to  10  per  cent;  what  the  individual  suffered  would  not 
count. 

PROTECTION  NECE.SSARY  FOR  THE   SUGAR  INDUSTRY. 

Q.  As  regards  your  own  special  industry,  I  understood  you  to  say  you  thought 
a  fair  tariff  would  be  one-fourth  of  a  cent  per  x)ound  instead  of  one-eighth  ot  a 
cent? — A.  One  quarter  of  a  cent  per  pound,  8  i>er  cent  ad  valorem;  that  foreigner — 
the  German — is  getting  it  at  3  cents  a  pound;  and  8  i)er  cent  ad  valorem  would 
be  24  cents  a  hundred,  one  quarter  cent  per  pound. 

Q.  This  tariff  of  one  quarter  of  a  cent  would  represent  substantially  the  differ- 
ence in  the  cost  of  manufacture  abroad  and  here  ? — A.  That  is  a  little  in  excess 
of  it. 

Q.  Could  you  tell  us  about  what  the  difference  is? — A.  I  should  say  the  actual 
difference  is  between  12  and  15  cents. 

Q.  Between  12  and  15  cents  a  hundred? — ^A.  Yes;  the  difference  between  the 
bare  cost  of  refining  and  living. 

Q.  Will  you  outline  in  a  general  way  wherein  that  difference  lies  ? — A.  The 
people  of  this  country  prefer  the  sugar  m  the  barrel,  which  has  been  the  form  of 
pacKage  for  50  years.  It  would  be  very  expensive  to  change  it.  It  would  throw 
perhaps  50,000  people  out  of  work  that  are  gathering  staves  and  hoox>s  in  15  or  20 
of  the  Western  States.  The  people  of  the  United  States  are  willing  to  pay  that 
difference.  There  is  only  one  reason  against  it,  and  that  is,  that  the  foreign  pack- 
age, the  bag,  woidd  supplant  it,  if  it  came  here;  because  even  against  the  peo- 
ples'  wishes  to  pay,  the  willingness  to  pay  that  additional  amount  for  the  barrel, 
the  drummers  ana  the  wholesale  and  retail  dealers  would  push  the  cheaper  article 
and  finally  drive  it  out.    That  is  the  main  cause.    The  other  direct  difference  is 
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to  be  applied  on  the  total  expenses;  on  the  other  expenses,  such  as  bone  black  a 
portion,  cartage  a  ^rtion,  and  insurance  a  x)ortion;  tne  wages,  of  course,  enter  to 
the  extent  of  one-oxteenth,  perhaxw. 

Q.  In  all  of  these  particulcurs  you  mention,  you  think  the  foreigner  has  an  advan- 
ta^  over  us — insurance,  bone  black,  wages,  etc.? — ^A.  Yes. 

Xi.  But  the  difference  between  them  and  you,  as  you  have  mentioned,  is  some- 
thing less  than  one-quarter  of  a  cent  per  xK)una? — ^A.  Tes. 

OUTPUT  OF  THB  AMERICAN  8UOAR  RBFININQ  COMPANY. 

O.  May  we  take  up  for  a  moment  the  question  of  prices  of  which  you  have 
spoken?  You  have  given  here  quotations  on  raw  and  refined  sugar  for  20  years, 
and  also  the  world's  output  for  5  years.  Have  you  put  in  your  tableif  the  output 
of  the  American  Sugar  Refining  Company? — ^A.  No. 

Q.  About  how  much  is  that? — ^A.  AJbout  80,000  barrels  a  day. 

Q.  What  prox)ortion  does  that  form  of  the  total  output  of  the  country  now? — 
A.  I  have  never  been  able  to  get  at  those  figures,  but  I  should  say  about  90  per 
cent. 

Q.  Tou  think  about  90  per  cent  of  America?— A.  That  is  not  of  the  cax>acity, 
but  of  the  output.    The  fact  is  that  these  refineries  are  not  working  full. 

Q.  Does  the  American  Susar  Refining  Comnany  itself  have  a  capacity  enough 
to  supply  the  total  demand,  if  it  were  not  lor  the  opposition?  Your  company 
could  eaeoly  supply  the  total  demand  at  the  present  cax>acity? — ^A.  The  demand, 
and  20  per  cent  m  excess. 

THB  PRICES  OF  SUGAR. 

Q.  In  this  table  of  prices  that  you  have  given  you  show  that  the  difference  in 
price  between  the  raw  and  refined  has  lessened  since  the  organization  of  the 
American  Sugar  Refining  Comx)any? — ^A.  Yes. 

Q.  That  is  the  general  result.  I  have  had  a  chart  ^  made  out  here  that  shows 
the  monthly  course  of  prices  from  year  to  year,  and  I  should  like  to  have  you 
comment  on  it,  if  you  will,  inasmuch  as  that  is  a  simpler  way  to  get  at  the  price, 
than  by  taking  it  from  year  to  year. — ^A.  Well,  the  price  of  raw  has  dejiended 
upon  conditions  over  which  the  American  Sugar  Refining  Company  or  any  other 
sugar  refinery  has  had  no  control  whatever.  The  large  advance  in  the  last  year, 
30  per  cent,  is  due  entirely  to  the  war  with  Spain,  the  sugar  crop  being  reduced 
thereby  800,000  tons,  enabling  the  foreigners  to  put  up  the  price. 

Q.  The  American  Sugar  Refining  Company  cotQd,  being  oy  all  odds  the  largest 
buyer,  have  something  to  do  with  that,  and  in  some  way  it  does  determine  what 
the  price  shall  be? — ^A.  It  has  some  advantages.  It  can  combine  different  markets, 
and  so,  in  a  measure,  offset  the  control  of  these  exchanges  in  the  world  which 
speculate  in  sugar. 

Q.  And  by  placing  large  orders  with  one  broker  it  could  probably  get  a  some- 
what better  rate  than  a  competitor  who  could  place  only  a  very  much  smaller 
order? — A.  That  is  only  in  case  the  production  is  very  much  in  excess  of  the  con- 
sumption, as  it  was  some  years  ago.  Where  it  would  relieve  certain  districts  of 
the  surplus,  they  might  entertain  a  lower  offer  from  one  man  than  they  would 
from  a  majority,  or  a  lot  of  buyers,  the  advantage  being  that  by  selling  it  to  one 
man  the  market  price  would  not  be  disturbed  on  the  remainder,  but  in  the  main 
it  has  little  or  no  advantage  over  others  in  the  prices  of  the  raw  sugar. 

Q.  Now,  let  us  look  for  a  moment  at  these  prices  year  by  year.  1  think  I  have 
made  a  litlJe  clearer  here  on  the  chart  just  what  the  condition  of  affairs  is  than  it  can 
otherwise  be  seen.  If  we  go  back  some  8  or  4  years  befoie  the  organization  of  the 
trust  in  the  fall  of  1887,  the  difference  in  price  between  the  refined  and  the  raw, 
as  you  have  exprAsed  it,  is  something  over  seven- tenths  of  a  cent  for  8  years,  in 
1884  a  little  over  nine-tenths,  and  earher  than  that  considerably  over  1  cent.  The 
trust  was  formed  in  1887  and  shortly  after  prices  went  up  1 A  of  a  cent,  or  a  little 
over? — A.  The  margin ;  we  had  better  use  the  word '  *  margin  ,^'  which  represents  the 
difference  between  the  raw  and  refined. 

Q.  The  margin  between  the  two? — A.  That  is  the  commercial  de.Higuation  of 
that. 

THE  EFFECT  OF  COMPETITION. 

Q.  That  lasted  for  2  years,  then  the  margin  dropped  a  little,  to  about  seven- 
tenths  in  1890  and  to  a  little  over  eight-tenths  in  1891,  as  shown  here;  what  was 
the  cause  of  the  drop  in  the  margin  there? — ^A.  I  think  the  competition  with  the 
Spreckles  and  Harrison  refineries  in  Philadelphia. 

1  See  general  introduction.    Chart  showing  prices  of  sugar. 
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Q.  Those  organizations  began  work  in  the  latter  part  of  1889? — ^A.  No; 
Spreckles  did,  I  think,  bnt  the  other  a  little  later. 

Q.  And  the  others  came  in  a  little  later? — ^A.  Harrison  was  there;  we  did  not 
fight  him;  we  cotQd  make  our  dividend  without  fighting  him,  but  when  Spreckles 
came  in  with  his  enormous  capacity  we  either  had  to  fight  or  make  no  dividend; 
we  concluded  to  fight  and  that  is  what  we  are  doing  now. 

Q.  When  were  you  fighting  against  him? — ^A.  That  fight  lasted  in  the  neigh- 
bornood — blasted  until  we  got  nis  refinery — ^that  is  about  the  leujgth  of  it. 

Q.  Then  in  the  latter  part  of  1891  this  margin  went  up  to  a  little  over  0.92  of  a 
cent,  and  in  1892  to  a  little  over  a  cent,  and  in  1893  to  a  little  over  1^  cents? — ^A. 
Tes;  it  went  up  to  the  usual  margin  we  had  laid  out  as  necessary  for  the  benefit 
of  the  stockholders  and  the  pro]^r  conduct  of  the  business. 

Q.  Now*  that  margin  ran,  with  a  slight  decrease  on  the  average,  all  the  way 
through,  up  until  the  latter  part  of  last  year? — A.  Yes.  I  want  to  call  your 
attention  to  one  thing,  viz,  that  we  are  exposed  to  the  Louisiana  crop  which 
begins  to  be  harvested  about  the  1st  of  December,  the  i^rofit  of  the  sugar  busi- 
ness being  lowest  senerally  between  December,  the  begmning  of  the  crop,  and 
the  1st  of  March  when  that  crop  is  ended,  and  that  then  the  policy  of  the  Dusi- 
ness  is  to  increase  the  margin  between  the  Ist  of  March  and  the  Ist  of  December, 
BO  that  throughout  the  entire  year  the  average  profit,  which  involves  the  margin 
naturiJly,  shall  not  exceed  one-quarter  of  a  cent  a  pound.  That  is  the  course  of 
the  business. 

Q.  That  is  your  general  way  of  doing  business.    As  regards  this  Louisiana  out^ 

ut,  is  that  connected  in  any  direct  way  at  all  with  the  American  Sugar  Refining 

lompany? — ^A.  No;  except  that  it  is  a  tremendous  comjietitor  during  those  4 
months.    Our  meltings  are  displaced  to  the  extent  of  that  crop. 

8.  And  you  lessen  your  output  at  that  time? — ^A.  To  corre6X)ond  with  the  crop. 
.  Now,  as  regards  this  later  drop  in  the  margin,  that  was  caused  bv  what 
competition  particularly? — ^A.  That  is  the  new  interlopers,  the  new  refineries. 
What  do  you  call  them — ^these  different  refiners?  There  were  half  a  dozen  of  them 
who  began  active  operations,  and  threatened,  if  we  left  them  to  themselves,  to 
displace  our  meltings  to  the  extent  of  50  per  cent. 

Q.  You  mean  the  Doscher  and  the  Ar buckle  refineries?— A.  No;  he  does  not 
'*cut  much  ice" in  the  sugar  business;  he  does  in  the  roasted  coffee  business. 
There  are  Arbuckle,  Doscher,  Mollenhauer,  and  the  NationiJ,  of  New  York;  there 
is  Nash  &  Spalding,  of  Boston;  McKean,  of  Philadelphia;  Cunningham,  of  G^- 
veston;  Henderson  &  Cogswell,  of  New  Orleans;  and  what  is  known  as  tile 
Crockett  Refinery,  of  San  Francisco.    So  you  see  we  are  in  plenty  of  company. 

Q.  And  all  of  those  put  together  make,  in  your  judgment,  about  10  per  cent  of 
the  total  output? — ^A.  i  think  they  could  run  out  50,  in  capacity  I  mean;  there  is 
a  great  distinction  between  capacity  and  output. 

Q.  In  the  output  only  about  10  per  cent  at  the  present  time? — ^A.  I  should  pre- 
sume that.  At  the  end  of  the  ^ear  after  the  official  figures  are  made  up  I  may  be 
able  to  give  you  that  information,  but  I  have  now  no  way  of  ascertaining  what 
these  outside  refineries  do. 

METHOD  OF  THE  COMPETITION. 

Q.  Now  as  regards  the  cut  in  sugar;  did  the  cut  come  in  the  first  place  from 
the  American  sugar  Refining  Company  or  from  the  opposition? — ^A.  I  am  not 
sure. 

Q.  I  inferred  from  your  expression  a  moment  or  two  ago,  "  These  *  interlopers' 
came  in,"  that  it  was  perhaps  a  part  of  your  policy  to  see  to  it  that  they  did  not 
stay  in  the  business  too  long;  something  in  the  same  way  th&ff  you  dealt  with  the 
Spreckles  s  opposition  in  Philadelphia. — ^A.  It  was  part  of  our  policy  and  princi- 
ples. We  did  not  think  they  could  have  any  advantage  in  profit  over  us,  and  we 
let  them  take  the  results,  whatever  they  may  be. 

Q.  Your  policy  was,  substantially,  to  put  the  price  down  so  they  would  not  find 
it  profitable  to  remain  in  the  business? — ^A.  Andi^to  secure  the  continuation  of  the 
output  of  the  American  Sugar  Refinery,  which  is  very  vital  to  it. 

Q.  If  the  opposition  refiners  were  to  remain  in  the  business  they  would  lessen 
the  percentage  to  your  stockholders,  you  say? — A.  If  they  remained  in  the  busi- 
ness and  sola  the  product — ^two  different  things  again.  Every  sale  by  them  dis- 
places so  much  of  the  American  Company's  product,  and  this  is  what  we  have  to 
look  out  for — ^that  they  do  not. 

Q.  If  you  can  make  it  unprofitable  to  them  they  will  stop  their  sales,  and  in  the 
long  run  the  expectation  is  that  the  profit  vdll  be  larger  to  your  stockholders? — A. 
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That  would  be  the  natural  inference.  Of  conrse  it  goes  withont  saving  if  we 
protect  onr  own  meltings  it  can  onl^  be  done  under  a  condition  of  tilings  that 
makes  it  unprofitable  for  our  competitors,  the  real  motive  being  the  protection  of 
OUT  own  business,  and  the  result  being  an  absence  of  profit  to  them. 

NATURE  OF  COMPETITION  OP  GREAT  CORPORATIONS. 

Q.  In  your  judgment,  is  there  any  difference  in  the  competition  that  exists 
between  a  great  organization  like  the  American  Sugar  Refining  Company,  vnth 
comparatively  few  competitors,  and  the  general  competition  that  we  have  in  other 
lines  of  business  where  there  is  no  one  organization  that  seems  to  be  dominant? 
Would  you  say  there  is  any  difference  in  the  principle  of  competition  that  exists? — 
A.  There  is  not  much  difference  in  the  princii)le,  out  a  good  deal  of  difference  in 
the  result.  Ton  take  a  large  corporation,  and  its  stock  is  in  the  hands  of  the  pub- 
lic; the  public  owns  the  comi)any;  whereas  in  the  case  of  the  individual,  he  owns 
it  stlL  I  think  the  public ,  the  seventy-five  millions  of  people ,  if  it  chooses  to  become 
more  or  less  interested  in  the  American  Sugar  Refimng  Comx>any,  stands  a  pretty 
good  chance  of  knocking  out  a  man  who  has  all  his  money  in  one  thing. 

Q.  That  is,  if  the  puoiic  would  buy  freely  the  stock  of  the  American  Sugar 
Refining  Company? — A.  Yes. 

Q.  The  public  own  the  stock  of  the  American  Sugar  Refining  Company.  1 6Ui>- 
poee  they  can  hold  it  as  long  as  they  hold  shares;  they  can  shift  it  as  tney  please? — 
A.  I  doubt  if  anybody  could  buy  any  of  the  stock  of  these  outside  refineries. 
Ton  can  not  tell  what  they  will  do. 

Q.  Can  you  tell  us  in  round  numbers  how  many  stockholders  there  are  in  the 
American  Sugar  Refining  Company? — ^A.  Eleven  thousand;  almost  enough  to 
take  Cuba,  and  they  would  take  it  if  they  could.  [Laughter.]  Of  course  that  is 
not  a  part  of  the  minutes. 

Q.  (By  Mr.  Phillips.)  That  is  just  testimony. 

HISTORY  OF  THE  ORGANIZATION  OF  THE   SUQAR  TRUST. 

Q.  CBj  l(r.  Jenks.)  The  history  and  organization  of  the  Sugar  Refining  Com- 
panv  nas  been  gone  over  so  many  times  in  testimony  before  that  it  is  not  worth  /^ 

while  to  dwell  on  it  at  length,  but  in  order  that  we  may  have  the  record  some- 
what complete,  will  you  give  a  brief  sketch  of  its  development,  going  back  to  the 
conditions  of  the  old  sugar  trust? — ^A.  There  were  about  twenty-five  different 
firms  or  corporations  in  the  sugar  business.  I  think  the  evidence  before  some  one 
of  the  Congressional  committees  was  that  for  a  period  of  5  or  6  years  before  the 
formation  of  the  trust,  18  of  those  failed  or  went  out  of  business. 

Q.  Eighteen  out  of  25? — ^A.  Not  out  of  25;  18  out  of  about  40.  It  occurred  to  some 
one  to  consolidate  the  others,  and  18  out  of  21 , 1  believe,  went  into  the  trust,  leav- 
ing 3  or  4  outside,  who  represented,  I  think,  80  per  cent.  Then  Spreckles  built  a 
refinery  in  Philadelphia  and  2  or  8  years  after  the  formation  of  the  tmst,  the  trust 
or  its  successor  boug[ht  the  Philadelphia  refineries. 

Q.  Will  you  explain  in  a  word  or  two  the  difference  between  the  trust  and  its 
successor  and  the  reason  for  its  ^oing  into  this  other  form? — ^A.  The  trust  was 
attacked,  and  the  courts  decided  it  was  illegal,  and  a  company  was  organized  in 
New  Jersey  which  bought  outright  and  paid  for  the  different  compames,  which 
were  the  constituent  companies  of  the  trust.  They  then  represented,  I  think, 
over  90  per  cent  of  the  output;  then  other  refineries  began  to  be  constructed, 
until  now  I  think  they  wotdd  represent  50  per  cent  of  the  consumption. 

Q.  There  has  been  no  change  m  the  American  Sugar  Refinery  proper,  so  far  as 
the  acquisition  of  other  refineries  is  concerned,  since  1897? — ^A.  1897, 1  tMnk  not. 

Q.  In  the  testimony  before  the  New  York  senate  committee,  1897,  a  list  of  these 
different  companies  with  a  capitalization  is  given.  The  question  is  whether  that 
list  needs  to  be  supplemented  to  brin^  it  up  to  date? — ^A.  I  think  not. 

Q.  The  condition  before  the  formation  of  the  trust  was  about  this:  When  these 
18  different  companies  failed  business  was  in  such  a  condition,  as  a  whole,  that 
it  was  considerea  unprofitable? — ^A.  Very  unprofitable — ^ruinous^ 

THE  ADVANTAGES  OF  COMBINATION. 

Q.  Now,  can  you  tell  what  special  advantajs^es — ^if  you  can  give  this  in  some  detail 
I  shall  be  glad — come  from  this  organization,  and  in  what  way  yon  make  your 
savings? — ^A.  The  greatest  advantage  is  in  working  the  refinery  full  and  uninter- 
ruptedly.   Of  course,  if  you  have  a  capacity  of  140,000,000  and  can  only  melt 
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100,000,000  somebody  has  got  to  cut  down  materially.  The  moment  yon  cnt  down 
you  increase  the  cost;  by  buying  up  all  the  refineries,  burning  them  up,  and  concen- 
trating the  meltings  in  four  refineries  and  working  them  full,  you  work  at  a 
mJTiinmm  cost.    That  enables  us  to  pay  a  dividend  on  the  common  stock. 

Q.  So  the  chief  advantage  in  the  combination  was  in  concentrating  the  produc- 
tion and  destroying  the  poor  refineries? — ^A.  Precisely. 

Q.  Are  there  any  other  special  advant£^es  that  come  from  a  large  combination 
of  this  kind;  for  example,  in  the  way  of  transportation? — A.  I  do  not  know  of 
any  advantage  in  that  way.  Under  the  interstate-commerce  act  we  dare  not  take 
a  rebate.  The  Sugar  Trust  and  other  trusts  are  in  such  odium  that  they  are  lair- 
ing for  us  fellows  so  that  there  would  be  no  escai)e;  there  is  no  advantage  in 
transportation . 

Q.  Are  those  refineries  aU  concentrated  in  the  neighborhood  of  New  York? — ^A. 
No.  There  is  one  in  New  Orleans  and  one  in  Boston,  but  the  rates  froii  New 
Orleans,  except  to  points  almost  contiguous,  have  no  advantage  over  the  New 
York  and  Boston  rates.  a 

Q.  So  it  is  simply  in  the  immediate  neighborhood  of  the  refineries  thatyfa  get 
an  advantage  in  transportatioh? — A.  That  is  all. 

Q.  Is  the  business  of  sugar  refining  of  such  a  nature  that  the  general  processes, 
etc. ,  are  substantially  common  to  all  sugar  refiners? — ^A.  Yes. 

Q.  There  is  no  special  advantage  that  comes  from  combination  in  the  way  of 
common  use  of  patents  or  patented  processes  of  any  kind? — ^A.  I  think  no  one 
man  knows  it  all,  and  if  you  get  a  half  a  dozen  men  in  the  business  you  get  ideas 
from  them,  and  in  that  way  you  get  a  "  deadly  parallel ''  on  your  business. 

Q.  And  you  can  more  probably  make  improvements? — A.  Greater  skill  and 
greater  ability. 

Q.  Simply  a  matter  of  greater  skill? — ^A.  Simpiy  a  matter  of  greater  skill  and 
greater  ability.  One  man  might  have  it  all,  though,  in  a  separate  and  lndei)end- 
ent  refinery. 

Q.  Still,  in  your  own  opinion ^A.  My  own  opinion  is,  no  one  man  knows  it 

all;  all  men  frequently  can  learn  from  others. 

Q.  Is  there  another  saving  to  be  made  in  the  cost  of  superintendence,  or  in  the 
amount  of  wa^es  paid. from  concentrating  and  running  refineries  at  their  full  capac- 
ity?— A.  It  is  inappreciable.  The  economy,  of  course,  the  cheapening  of  produc- 
tion, is  due  to  the  regular  and  full  work.  You  can  understand,  if  it  costs  me 
three-quarters  of  a  cent  to  refine  full  it  would  cost  me  one  and  one-half  cents  to 
refine  naif.  That  is  exaggerated,  of  course,  simply  to  make  clear  the  advan- 
tages of  working  a  refinery  full  and  uninterruptedly. 

Q.  The  question  was  alon^  a  somewhat  different  line.  You  probably  produce 
as  much  in  2  refineries  running  full  as  would  have  been  produced  in  5  or  6  differ- 
ent refineries  without  the  combination? — ^A.  We  produce  more  sugars  in  5  refin- 
eries now  than  24  before,  and  naturally  the  difference  in  the  economy  is  repre- 
sented in  the  profits. 

Q.  Certainly.  It  is  also  true,  is  it  not,  that  one  source  of  economy  would  be 
that  you  do  not  need  in  these  5  refineries  so  many  laboring  men  as  in  the  24 
refineries? — A.  Undoubtedly. 

Q.  And  the  benefit  of  that  saving  is  a  general  benefit  that  will  be  represented 
partly  in  profits  and  partly,  perhaps,  in  the  difference  in  the  price  of  the  prod- 
uct?— A.  Difference  in  price  in  favor  of  the  consumer.  I  do  not  lay  gi*eat  stress 
upon  that  matter,  however,  except  as  a  business  proposition.  We  run  our  busi- 
ness for  business,  and  have  attempted  to  keep  prices  so  low  as  to  defy  competition. 
Unfortunately,  we  have  not  succeeded  and  are  in  it  now  up  to  our  throats. 

(J.  I  understood  you  to  say  that  the  general  principle  upon  which  you  had  made 
prices  was  that  you  would  take  a  quarter  of  a  cent  profit  and  give  the  rest  to  the 
consumer? — A.  That  is  it.  We  felt  that  any  increased  profit,  even  if  we  could 
make  it— and  under  the  tariff  bill  we  can  not  make  it — would  lead  to  outside  com- 
petition; we  would  be  inviting  competition. 

CAPITALIZATION    AND  VALUATION  OF  THE  SUGAR  TRUST. 

Q'  There  has  been  a  great  deal  said  at  different  times  with  reference  to  the  cax>- 
italization  of  the  American  Sugar  Refining  Company , with  reference  to  the  amount 
of  certificates  they  issued  for  the  different  plants,  and  so  on.  What  was  the  gen- 
eral principle  that  you  adopted  in  fixing  the  valuation  of  the  different  plants  that 
came  into  the  organization? — A.  Well,  we  bought  the  stock  at  what  we  could  buy 
it  for,  which  was  considered  the  value,  according  to  what  we  termed  value.  I 
would  rather  have  the  brand  of  a  refinery  as  value  than  to  have  a  building  worth 
millions  of  dollars,  and  that  feature  which  is  called  good  will  in  the  brand  was 
undoubtedly  well  estimated. 
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O.  That  1b  exactly  the  qnestion.  I  wanted  to  get  at  the  meaning  that  yon  yonr- 
self  attach  to  the  term  ''  valne"  in  capitalizing  the  industry. — ^A.  Well,  I  do  not 
think  we  thought  much  of  it  then — of  defining  the  value  of  each  particular  plant. 
Some  plants  we  bought  probably  more  on  account  of  the  real  estate  value;  others 
we.  took  because  they  were  going  concerns;  others  we  took  for  their  stonding; 
others  had  very  valuable  trade-marks;  all  of  these  things  figured  in;  but  how  we 
can  separate  or  divide  them  I  can  never  tell. 

Cj.  xhe  question  was:  Would  they  contribute  to  the  profit  of  the  new  organiza- 
tion?—A.  Yes. 

Q.  Then  your  general  basis  of  valuation  was  the  x)aying  capacity  of  the  plant? — 
A.  Ton  know  I  Know  nothing  about  it  except  so  far  as  my  own  plant  is  concerned. 
We  figured  up  that  our  plant  was  worth  so  much  money  and  they  accei)ted  it,  and 
we  have  always  felt  we  sold  it  at  an  inconsiderable  pnce  compared  with  its  real 
'value. 

Q.  The  real  value  there  again  being  what  one  could  make  out  of  it? — ^A.  Yes; 
bein^the  value  of  the  trade-mark,  tne  name  of  Havemeyer  as  identified  with 

Q.  As  reg[ards  the  capitalization  of  the  present  organization,  the  American 
Sugar  Befining  Company,  you  would  say  it  is  capitalized  over  its  real  value? — ^A. 
Very  much  under  its  real  value. 

Q.  And  you  get  at  that  in  what  way,  by  simply  taking  the  price  of  stocks? — 
A.  It  is  my  idea  that  if  it  was  not  for  this  clamor  against  trusts,  and  the  hostile 
State  and  national  legislation  toward  the  sugar  industry,  we  could  sell  it  for  2  or 
'3  times  the  amount  of  its  capitalization,  and  I  have  never  found  a  better  estimate 
of  what  a  thing  is  worth  than  what  people  are  willing  to  pay  for  it  in  cash. 


Q.  The  present  output  is  about  30,000  oarrels? — ^A.  Yes. 


^  What  is  the  producing  capacity? — A.  I  should  say  it  was  nearly  45,000  a  day. 
You  mean  the  capacity  of  all  the  refineries? 

Q.  Yes;  that  is  what  I  mean/— A.  That  could  be  run  by  the  company. 

Q.  You  mean  by  that  that  some  of  them  are  lying  idle?  You  are  not  counting 
any  of  those  that  are  dismantled? — ^A.  No;  only  those  that  are  idle  and  ready  to 
work  in  case  of  fire,  or  any  other  business  contingency. 

Q.  Can  you  give  us  any  idea  as  to  what  it  would  cost  to  build  new  refineries  with 
that  capacity? — ^A.  The  mere  cost  of  building? 

Q.  The  cost  of  building  refineries  to  give  you  an  output  of  45,000? — ^A.  I  should 
say  from  $30,000,000  to  $85,000,000.  Of  course  the  land— that  depends  on  where 
you  bmld— in  New  York  is  very  expensive;  in  Philadelphia  it  is  not  so  expensive; 
m  New  Orleans  it  is  not  so  expensive,  and  in  Boston  it  is  not  so  expensive. 

Q.  In  speaking  of  this  thirty-five  millions  you  were  excluding  the  land? — A.  No; 
I  took  the  land  m  tmder  normal  conditions.  The  latest  re&eries  I  understand 
cost  about  two  and  one-half  millions  each  for  3,000  barrels;  multiply  that  by  15 
and  you  arrive  at  the  figure  I  name;  I  have  no  other  data. 

Q.  So  as  rej^ards  the  capitalization  of  the  American  Sugar  Refining  Company  at 
the  present  tmie,  then,  in  round  numbers,  $30,000,000  to  $35,000,000  is  about  what 
it  would  cost  to  build  the  refineries? — A.  A&  mere  buildings? 

Q.  As  mere  buildings?- A.  I  think  the  brand  of  Havemeyer  &  Elder  would 
bring  thirty-five  millions  alone. 

Q.  That  IS  the  question  I  have  in  mind,  ag  to  how  far  this  building  value  should 
be  considered,  and  how  far  good  will  and  other  matters  of  that  kind? — A.  I  never 
separated  them.  This  is  the  first  time  that  question  has  ever  been  {)ut  to  me,  and 
1  have  never  given  it  any  thought.  I  do  Imow  that  when  I  went  in  business  30 
years  ago — you  see  I  am  an  old-timer — the  daily  melting  of  Havemeyer  &  Elder 
was  300,000  pounds;  now  it  is  over  5,000,000.  That  will,  you  see,  ^ve  you  some 
idea  of  the  value  of  the  brand.  There  is  no  other  refinery  in  the  universe  that  has 
probably  increased  its  product  10  per  cent.  I  would  rather  have  the  brand  of 
Havemeyer  &  Elder  than  half  of  the  other  sugar  refineries  in  the  country. 

THE  COST  OF  REFINING  SUGAR. 

Q.  The  cost  of  refining  has  been  going  down  fairly  rapidly  for  the  last  2  or  8 
years,  has  it? — ^A.  I  do  not  think  it  has  gone  down  much. 

Q.  There  has  been  some  lessening  in  the  cost? — ^A.  Relatively  the  difference  be- 
tween working  refineries  separately  and  concentrating  them  represents  almost  the 
difference  in  cost  to-day. 

Q.  In  some  of  the  sugar  i)apers,  e.  g.,  Willett  &  Gray's  Weekly  Statistical  Trade 
Journal,  it  was  stated  that  in  earlier  years  when  there  was  a  margin  between  raw 
and  refined  of  five-eighths  of  a  cent,  it  would  represent  the  cost ,  the  substantial  cost 
of  refining? — ^A.  The  cost  of  refining  has  notmng  to  do  with  the  margin;  that  is 
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not  the  margin.  The  margin  is  between  96  centrifngal  and  granulated  at  100; 
the  cost  of  refining  is  the  actual  cost  of  working  that  sugar. 

Q.  A  statement  was  made  to  this  effect  some  5  or  6  years  ago:  That  when  the  mar- 
spn  was  above  five-eighths  of  a  cent  it  was  fair  to  assume  that  everything  above 
five-eighths  was  profit?— A.  When  the  cost  was  about  five-eighths,  but  not  the 
margin.  I  want  to  call  your  attention  to  something  i)erhap8  you  do  not  quite 
clearly  understand. 

'  Q.  The  statement  was  made,  I  believe,  that  all  the  margin  above  five-eighths 
of  a  cent  was  to  be  considered  as  profit,  and  five-eighths  of  a  cent  to  be  taken  as 
the  cost  of  refining.    That  was  some  years  ago.— A.  That  is  not  so. 

Q.  That  was  some  years  ago.  Now,  if  you  will  be  kind  enough  to  make  the 
statement  you  were  going  to. — A.  The  margin  between  raw  and  refined  deals 
with  96-degree  sugar,  between  8Ug»r  containing  96  per  cent  of  pure  sugar,  and 
granulated,  which  contains  100.  The  commercial  value  of  a  degree  of  sugar  is  6 
cents,  and  4  degrees  multiplied  by  6  is  24  cents;  so,  for  the  margin,  the  differ- 
ence in  sugar,  you  have  to  deduct  24  cents.  Now,  there  has  never  been  any 
cost  of  refining  that  I  have  ever  been  acquainted  with  less  than  one-half  /ent  a 
pound,  and  at  the  time  of  the  formation  of  the  trust  it  was  three-quarters.  Now, 
you  have  got  the  whole  business.  We  maintain  that  when  we  reduced  the  cost 
we  were  entitled  to  the  profit,  and  that  it  was  none  of  the  public's  business;  we 
took  it  and  paid  it  out  to  our  stockholders;  it  may  be  business  x>olicy  to  share 
that  with  the  public  sometimes;  we  did  not  do  that  then;  we  have  done  it  since. 
We  had  to  increase  the  output;  we  could  injure  our  competition  by  reducing  our 
margin.    This  is  business  policy  again,  not  philanthropy. 

Q.  You  say  you  have  never  known  the  actual  cost  of  refining  to  be  less  than 
one-half  cent? — ^A.  No;  I  doubt  very  much  if  any  refineries  can  do  it. 

Q.  You  think,  so  far  as  your  own  companv  is  concerned,  its  cost  of  refining  is 
prooably  less  than  others?— A.  I  do  not  uiink  we  are  at  any  disadvantage  com- 
pared with  them;  but  you  must  bear  in  mind  that  is  my  individual  judgment;  I 
have  no  means  of  knowing  what  thev  are,  so  as  to  compare  the  two. 

Q.  Your  own  estimate,  really,  is  this:  When  we  fina  the  margin  at  50  cents  a 
hundred A.  (Interrupting.)  Margin  at  three-fourths. 

Q.  I  was  going  to  say  that  when  we  find  the  mar^n  at  50  cents  a  hundred  the 
refineries  are  running  at  a  loss? — A.  Yes;  that  is  a  fair  inference. 

Q.  When  we  find  a  margin  of  75  cents  a  hundred,  presumably A.  (Inter- 
rupting.) Oh,  then  it  is  beneficial.'  Excuse  me — ^the  margin  at  75 — ^there  is  no 
great  damage  done  then. 

Q.  Probably  some  profit  being  made? — A.  Not  unless  everjrthing  is  working  in 
concentrated  form  in  the  very  best  manner. 

Q.  When  the  margin  between  raw  and  refined  sugar,  then,  stands  at  50  cents  a 
hundred,  or  lower,  dividends  can  hardly  be  paid  out  of  profits?— A.  Not  out  of 
profits  resulting  from  such  margins;  no. 

THE  QUESTION  OF  TRANSPORTATION. 

Q.  That  is  a  fair  inference,  of  course.  Now  a  question  or  two  with  reference 
to  freights.  You  say  that  under  the  interstate-commerce  law  the  question  of 
rebates  is  one  that  is  not  to  be  considered.  Do  the  railroads  give  the  larger  ship- 
pers of  sugar  any  advantages  beyond  their  published  freight  rates  in  the  way  of 
storage,  for  example,  at  terminal  points  and  such  places? — ^A.  I  am  not  very 
familiar  with  that,  but  I  imagine  they  give  the  ordinary  business  f acuities;  it  is 
a  high  note  when  a  railroad  can  not  give  its  patrons  storage  or  anything  else. 

Q.  I  understand  that  is  the  custom.  I  wanted  to  ask  you  what  the  custom 
was. — ^A.  I  wish  they  would  give  them  a  barrel  of  sugar;  it  would  increase  the 
demand  and  lower  the  price.  The  practice  in  former  years  was  to  give  us  such 
facilities  as  they  had;  if  their  stores  were  empty,  or  it  happened  to  be  a  lively 
sugar  season,  and  sugar  would  go  there,  and  it  was  convenient  to  the  trade,  they 
naturally  gave  us  such  accommodations  as  they  had.  They  never  built  any  store- 
houses for  us;  but  since  some  of  these  outside  warehouses  have  been  kicking  about 
k,  the  facilities,  I  believe,  have  been  veiy  much  restricted. 

Q.  Is  there  any  allowance  of  any  kind  made  for  the  amount  of  sugar  shipped? — 
A.  No.    That  is  all  done  away  with. 

Q.  They  substantially  go  at  carload  rates? — A.  Altogether  at  carload  rates. 

Q.  Can  you  give  us  any  definite  information  with  reference  to  the  amotmt  of 
sugar  shipped  over  the  different  railroads  going  out  of  New  York  and  Brooklyn? — 
A.  I  can  send  it  to  you. 

Q.  We  shall  be  obliged  if  you  will. — A.  That  is  done  under  agreement. 

Q.  Will  you   explam  the  nature  of  the  agreement,  please? — ^A.  To  protect 
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onlrselyes  gainst  these  companiee,  we  had  to  agree  that  we  would  give  the  rail- 
roads— ^that  is,  the  entire  sasar  industry  would  give  the  railroads— each  a 
certain  percentage  of  sugar  which  had  been  determined  by  the  commissioner 
there  (whoever  he  is;  some  commissioner  has  it  in  charge) ,  and  they  fixed  the 
percentage  that  each  road  was  entitled  to.  I  think  they  took  the  5  preceding 
years*  business  as  a  basis,  and  determined  in  accordance  with  that  the  shared 
each;  that  ended  all  this  disposition  to  cut,  and  I  do  not  think  there  are  any  cuts 
whatever  on  sugar. 

<2.  Now  there  is  a  certain  percentage  sent  to  each  railroad  in  accordance  with 
this  agreement?— A.  Yes. 

Percentage  of  sv/gar  freights, 

[Ptirniahed  by  Henry  O.  Hayemeyer.] 

Per  cent. 

New  York  Central  and  Hadflon  River  Railroad ao.6B 

Erie  Railroad  Company 28.61 

West  Shore  Railroad 12.(8 

Lehish  Valley  Railroad 14.47 

New  York,  Ontario  and  Western  Railroad a  16 

Central  Railroad  of  New  Jersey adO 

Central  Vermont  Railroad aW 

Chesapeake  and  Ohio  Railroad a76 

Total 100.00 

DIFFERENCE  IN  MARGIN  IN  DIFFERENT  PARTS  OF  THE  COUNTRY. 

Q.  Is  the  margin  between  the  96  centrifugal  and  the  refined  sugar  substantially 
the  same  in  New  York  that  it  is  everywhere  else  in  the  country,  or  what  is  the  dif- 
ference in  different  sections  of  the  country?— A.  The  price  is  the  same  in  all  other 
manufacturing  centers  as  it  is  in  New  York;  in  New  Orleans  it  is  a  little  higher. 

Q.  I  was  going  to  ask  in  reference  to  California? — A.  Thev  are  in  a  row  over 
there ,  and  their  margin  is  less ;  heretofore  they  have  had  at  least  half  a  cent  a  pound 
protection  in  freight  over  the  Bockjr  Mountains,  which  has  naturally  accrued  to 
them  as  refiners  when  no  competition  existed.  Now  they  have  competition  by 
outside  refineries,  and  I  believe  comi)etition  is  even  worse  there  than  here. 

Q.  What  interest  has  the  American  Sugar  Refining  Company  in  the  California 
remieries? — A.  They  own  a  one-half  interest  in  the  Western  Sugar  Refinery,  the 
other  half  being  owned  by  Spreckles. 

Q.  And  who  owns  this  new  one? — ^A.  Some  of  the  Hawaiian  planters;  thev  were 
dissatisfied  with  the  price  obtained  for  their  sugar  in  San  Francisco,  and  built  a 
refinery. 

Q.  Does  the  American  Sugar  Refining  Comx)any  have  any  interest  in  the  pro- 
duction of  raw  sugar?  When  I  say  interest,  I  mean  financial  interest,  of  course. 
Does  it  own  sugar  plantations,  and  so  on? — ^A.  They  have  some  interest  in 
California. 

Q.  The  <]iuestion  was  suggested  by  your  remark  about  Cuba. — ^A.  That  is  a  mat- 
ter of  patriotism;  I  suppose  I  ought  to  have  qualified  that.  Cuba  is  a  country 
that  can  supplv  the  Umted  States  entirely  witn  their  sugar  in  8  years,  and  it  is  a 
great  pity  we  do  not  have  it  and  have  sugar  at  2  cents  a  pound  instead  of  5,  which 
we  are  paying  now.  That  is,  if  we  could  have  raw  sugar  coming  in  from  Cuba 
free,  without  tariff,  we  could  sell  it  at  8,  and  have  the  raw  at  2;  it  would  have  to 
be  refined. 

AMERICAN  SUQAR  REFINING  COMPANY  AND  THE  COFFEE  BUSINESS. 

Q.  There  has  been  considerable  said  in  the  last  2  or  3  years  with  reference  to 
the  American  Sugar  Refining  Company  going  into  the  coffee  business. — ^A.  They 
are  in  the  coffee  business,  and  in  it  to  stay. 

Q.  Will  you  explain  the  circumstances  under  which  they  went  in  and  what  the 
effect  upon  the  prices  of  coffee  has  been?  You  just  expressed  the  opinion  that 
you  were  in  it  to  stay. — A.  A  going  concern  at  Toledo  was  offered  to  the  firm  of 
Havemeyer  &  Elder — ^agoing  coffee  concern;  they  bought  it;  and  when  it  was 
clearly  established  to  the  directors  of  the  Sugar  Comx)any  that  it  would  be  an 
advants^  to  them  to  own  that  plant  they  bought  it  from  Havemeyer  &  Elder. 
When  Btavemeyer  &  Elder  bougnt  that  plant  green  coffee  was  selling  for  10  cents 
a  pound  and  roasted  coffee  was  selling  for  15.  Those  who  had  the  management 
oi  the  business  told  me  that  the  production  of  coffee  would  in  the  next  few  years 
be  on  such  an  enormous  scale  that  I  had  better  keep  out  of  the  coffee  market  as 
much  as  possible.    Of  course,  having  the  plant,  it  had  to  be  run;  we  could  not 
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close  it  np.  We  would  lose  our  brands,  lose  prestige,  and  lose  business,  so  we 
immediately  dropped  the  price  to  the  difference  between  the  cost  of  roasted  and 
green  coffee.  The  cost  or  roasting,  which  was  3  cents,  plus  the  cost  of  green, 
made  it  18;  so  we  immediately  ^ave  the  consumer  the  advantage  of  2  cents  a 
pound.  This  was  a  gain  for  business  reasons.  I  want  that  distinctly  understood. 
It  is  now  worth  6  and  not  long  since  dropped  to  4,  and  roasted  instead  of  having 
a  margin  of  3  cents  a  pound  has  now  only  2^,  so  that  the  benefit  the  consumer 
gets  is  a  price  of  8  ^  as  against  15.  How  much  of  that  is  chargeable  to  the  opera- 
tions of  the  Woolson  Spice  Company  in  protection  to  its  business  on  business 
principles  you  can  form  your  own  idea,  i  do  not  think  the  fight  has  be^n  yet, 
if  there  is  going  to  be  one  in  the  coffee  business.  We  are  trying  to  avoid  it  by 
making  a  better  grade  of  coffee  and  by  getting  it  out  of  the  category  it  was  in. 
We  are  trying  to  be  in  a  field  distinctly  by  ourselves,  the  same  as  we  are  in  sugar. 
Q.  When  you  lowered  the  price  in  the  first  place,  was  the  reduction  made 
because  you  thought  there  would  be  more  money  in  extending  the  sale  than  in 
keeping  the  price  where  it  was  before? — A.  We  were  afraid  of  the  raw  market, 
ana  having  to  run  the  plant  we  had  to  get  rid  of  the  product  as  soon  as  it  was 
made,  and  the  only  way  I  knew  to  do  it  quickly  was  to  make  it  desirable  to  the 
consumer,  and  so  we  put  prices  down  to  actual  cost.  We  were  held  up  by  a  judge 
for  3  months  on  a  suit  by  Arbuckles,  but  after  that  it  began  to  drop  gradually 
until  now  it  is  8i^. 

GLUCOSE  SUGAR  AND  THE  PRODUCT  OP  THE  SUGAR  TRUST.  " 

Q.  What  is  the  relation,  if  any,  between  glucose  sugar — I  am  speaking  now  of 
the  product — between  glucose  sugar  and  tne  product  of  the  American  Sugar 
Refining  Company?  How  far  does  that  come  into  competition,  if  at  all,  in  the 
market? — A.  The  sugar  itself  does  not  come  into  competition  at  all,  but  the  sirup 
made  from  glucose  has  virtually  knocked  out  the  consumption  of  refined  molasses 
in  this  country;  they  buy  it  in  preference. 

Q.  What  are  the  special  uses  to  which  it  is  put? — ^A.  Table  consumption  and 
confectionery  of  all  kinds,  and  they  use  it  in  the  preparation  of  malt,  I  believe, 
for  brewing  purposes. 

Q.  So  it  comes  in  as  a  competitor  with  the  sirups  produced  by  the  Sugar  Refin- 
ing Company? — A.  With  the  residuum  of  the  Sugar  Kefining  Company — ^molasses. 

Q.  Has  the  American  Sugar  Refining  Comi)any  any  interest,  directly  or  indi- 
rectly, in  the  Glucose  Sugar  Refining  Company?— A.  None  whatever. 

Q.  Have  you,  personally? — A.  No;  I  had  a  little  interest  at  one  time,  but  I  sold 
it  out. 

Q.  So  at  the  present  you  have  none  in  it? — A.  I  may  have  100  shares,  but  not 
over  that. 

THE  MEANING  OF  MONOPOLY  AND  THE   EFFECT   OF   GOVERNMENT   INTERFERENCE. 

Q.  You  expressed  an  opinion  in  your  paper  with  reference  to  the  inadvisability 
of  legislation  for  the  regulation  of  business,  and  immediately  afterwards  witn 
reference  to  the  nature  of  monopoly.  Have  you  thought  about  the  matter  defi- 
nitely enough  to  give  us  a  definition  of  monopoly?— A.  I  do  not  need  to  give  you 
my  own  because  I  am  irresponsible;  it  has  been  declared  by  the  courts  that  there 
can  be  no  monopoly  without  restriction,  and  if  there  is  no  restriction  there  is  no 
monopoly.  I  have  a  perfect  right  to  manufacture,  to  sell,  and  to  conduct  a  busi- 
ness which  represents  a  particular  article  or  any  article  in  the  United  States; 
and  there  is  no  reason  why  I  should  not,  and  there  is  every  reason  why  I  should. 
I  say  **  hands  off"  to  the  Federal  and  State  governments  just  the  moment  they 
interfere  with  the  control  in  any  way,  shape,  or  manner.  They  increase  the  cost 
to  the  consumer  in  my  opinion.  He  is  the  important  factor;  I  do  not  think  the 
middleman  or  anyboay  else  counts  a  snap  of  your  finger  comx>ared  with  the  great 
mass  of  consumers. 

Q.  In  si)eaking  of  *•  restriction,"  in  the  legal  definition  of  monopoly  which  you 
have  just  given,  did  you  have  in  mind  any  particular  legal  restriction?  You 
would  not  consider  it  a  restriction  if,  by  virtue  of  the  fact  that  you  control  90 

Ser  cent  of  the  output  of  sugar,  you  practically  fix  prices  for  the  other  pro- 
ucers? — ^A.  No;  anybody  can  go  in  the  sugar  business  that  wants  to. 
Q.  Suppose,  for  instance,  these  competing  sugar  refineries  were  put  on  this  table 
to  take  in.  You  would  not  take  them  in? — ^A.  I  would  take  them  in  pretty 
quickly,  and  get  out  of  them  all  I  could.  As  long  as  I  do  not  restrict,  or  the  Gov- 
ernment interfere  with  them,  anybody  can  get  into  the  business.  Why  is  not  that 
a  good  business  proposition?    What  is  harmful  in  it?    That  is  the  way  business 
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has  been  done  from  the  year  one,  and  always  will  be.  Just  as  long  as  you  inter- 
fere you  increase  the  cost,  and  that  is  a  detriment  to  the  consumer. 

Q.  It  seems  to  have  been  the  result  of  the  sugar  business  the  last  12  years  that 
during  the  3  years  that  competitors  have  tried  to  get  in  the  prices  have  been  lower 
to  the  consumer  to  a  considerable  degree  than  would  have  been  the  case  if  you 
had  not  had  such  vigorous  competition. — A.  Undoubtedly.  Furnishing  the  con- 
sumer at  a  less  price  is  not  the  only  evidence  of  business.  You  have  got  to  take 
care  of  yourseli,  and  that  is  quite  an  important  matter.  We  are  doing  that  now 
and  tiie  consumer  gets  the  advantage;  every  time  it  is  the  consumer. 

<^.  If  you  succeeded  in  the  course  of  the  next  year  in  taking  up  those  refineries, 
as  if  they  were  on  the  table,  as  you  say,  then  the  consumer  would  be  likely  to  feel 
the  effect  of  that  in  the  other  way,  I  suppose? — A.  To  the  extent  of  a  quarter  of  a 
cent,  sure. 

Q.  You  expect  to  limit  to  a  quarter  of  a  cent? — A.  Yes;  I  think  under  the  tariff 
bill  we  should  not  have  an  opportunity  to  increase  it.  There  is  this  distinction 
of  doing  business  on  legitimate  grounds  and  doing  it  under  a  tariff  bill  which 
permits  you  to  fleece  the  people. 

Q.  With  the  tariff  we  have  you  can  not  go  beyond  that?— A.  We  can  not;  but 
we  nave  been  singled  out  and  injured  under  this  clamor  that  you  must  do  some- 
thing for  somebodv;  so  we  have  been  injured  while  you  are  dealing  out  some  of 
the  ''swag'*  to  otners.  That  is  it;  you  can  not  dodge  it,  and  the  x)eople  are 
getting  on  to  it. 

EFFECT  OF  REMOVINQ  THE  TARIFF. 

Q.  Suppose  the  tariff  on  refined  sugar,  the  differential,  should  be  removed, 
wnat  would  be  the  effect? — ^A.  It  would  kill  the  sugar  industry. 

S.  You  think  if  this  differential  were  removed A.  It  would  inflict  a  terrible 
infamous  wrong  upon  100,000  people  dependent  upon  it.  It  is  merely  truck- 
ling to  a  miserable  clamor— a  bugaboo— this  babble  about  trusts. 

Q.  Will  you  be  a  little  more  specific  as  to  the  way  in  which  it  would  affect 
them? — A.  It  would  permit  America  to  be  l^e  dumping  ground  of  all  the  beet 
sugars  of  Qermany,  Austria,  France,  and  Russia;  it  would  reestablish  the  sugar- 
refining  industry  of  Great  Britain,  and  everything  would  go  to  them  in  the  way 
of  labor  to  supply  to  70,000,000  people  over  2,000,000  tons  of  sugar,  and  it  would 
be  taken  out  of  100,000  people  that  are  living  upon  it  to-day.  It  would  be  simply 
an  infamous  atrocity. 

Q.  You  think  the  sugar  industry  is  practically  dependent  upon  this  one-eighth 
of  a  cent  differential? — ^A.  It  is  indispensable.  Let  there  come  the  slightest  cause 
for  any  interruption  in  the  refining  business  here  so  that  prices  advance,  and  we 
would  be  inundated  at  once  with  foreign  product,  because  one-eighth  of  a  cent 
is  inadequate;  we  ought  to  have  one-quarter.  One-eighth  is  not  what  we  ought 
to  have. 

Q.  It  is  only  what  you  could  get? — A.  No;  it  is  getting  something  we  do  not 
want  to  have.    That  was  the  object  of  the  law. 

THE  CAUSES  OF  MONOPOLY. 

Cj.  (By  Mr.  Phillips.)  Speaking  of  monopoly,  if  I  understood  your  paper,  you 
attribute  monopoly  or  trusts  to  two  causes;  first,  patents,  and  second,  tariffs.  Did 
I  understand  it  correctly? — A.  Yea. 

Q.  That  they  were  the  outgrowth  of  two  causes,  patent  rights A.  (Inter- 
rupting.) Yes. 

Q.  (Continuing.)  And  the  tariff  levied  by  the  Government?— A.  Yes;  practical 
monopoly,  not  legal  monox)olv. 

Q.  Well,  now,  the  Standard  Oil  Company  Trust  is  admitted,  is  it  not,  to  be  one 
of  the  largest  that  has  ever  existed? — ^A.  I  said  with  few  exceptions.  Of  course, 
anything  that  depends  tipon  the  tariff;  the  Standard  Oil  Company  has  not  any- 
thing to  do  with  the  tariff;  you  read  the  tariff  biU,  and  you  will  find  that  there 
is  no  tariff  on  oil. 

That  is  what  I  am  getting  to?— A.  I  said  the  tariff. 
You  said  due  to  two  causes,  patents  and  the  tariff? — A.  Yes. 
Do  you  not  understand,  or  do  you,  that  the  Standard  Oil  Company  has  never 
been  affected  in  any  degree  by  tariff,  and  yet  it  is  one  of  the  greatest  monopolies  of 
this  country  or  any  country? — A.  My  dear  sir,  you  are  entirely  off  on  the  subject  of 
monopoly.  A  monoiwly  is  something  which  is  carried  on,  or  may  be  carried  on, 
¥dthout  competition.    The  oil  business  is  open  to  the  world;  it  is  open  to  every 
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citizen  of  the  United  States,  and  the  reason  they  can  not  g^  into  it  is  because  the 
Standard  Oil  Comxmny  makes  the  price  so  low  that  it  smashes  them,  and  gives 
the  consumer  the  benefit  of  it.  You  have  ^ot  to  take  either  one  position  or  the 
other.  The  consumer  is  the  man  to  be  considered  (and  the  consumer  means  the 
great  mass  of  the  people,  the  75,000,000  people) ,  because  he  gets  the  benefit  of 
the  cheap  goods,  and  tne  more  because  he  gets  the  advantage  when  the  competi- 
tion is  willed  out,  and  very  proi)erly  wiped  out. 

Q.  Then  you  understand  that  the  reason  why  the  Standard  Oil  Company  has 
become  so  prominent  in  mononolizing  the  oil  trade  is  because  it  is  able  to  manu- 
facture cheaper  than  others,  rfow,  if  that  be  the  case,  why  have  they  bought  out 
or  crushed  out  all  refineries,  all  pix)e  lines  thus  far,  with  a  view  just  now  or  start- 
ing in  to  do  business.  If  you  take  their  own  dividends  as  a  basis  you  will 
find  that  they  are  making  an  exorbitant  profit ;  for  instance,  oil  is  selling  at  a 
little  over  a  dollar  a  barrel  now,  and  very  frequently  for  less  than  $1,  and  is  it 
not  shown  by  the  Standard  Oil  Company's  own  dividends  that  they  have  been 
making,  for  the  last  10  or  15  years,  more  profit  on  each  barrel  of  oil  than  thev  have 
been  paying  for  it? — A.  You  are  confounding  profits  with  monox)olies.  What  is 
the  reason  I  can  not  own  a  gold  mine  with  a  nullion  dollars  in  it  ?  It  is  all  mine. 
I  am  undertaking  to  meet  the  proposition  that  you  made  by  saying  that  the  Stand- 
ard Oil  Company  make  refined  ou  cheaper.  That  is  the  reason  why  they  domi- 
nate trade. 

Q.  Do  they  make  profits  because  they  make  oil  cheaper,  or  because  they  pur- 
chase their  rivals,  circumscribe,  circumvent  them  in  some  wav? — ^A.  That  is  all 
business.  What  do  you  call  the  brand  of  Havemeyer  &  Elder?  You  start  a 
refinery  and  it  costs  you  $10,000,000.  Somebodv  loans  that  ten  million  dollars,  let 
us  say ;  and  Havemeyer  &  Elder,  to  protect  themselves,  put  down  the  price  of 
sugar  and  say  to  them :  '*  You  can  not  market  a  barrel  of  sugar  while  that  brand 
of  su^r  is  bein^  sold.*' 

Q.  Do  you  thmk  that  the  Standard  Oil  Company,  if  the  markets  had  been 
opened  to  the  world,  to  the  people,  if  they  had  not  monopolized  the  pipe-line  busi- 
ness and  dominated  legislation  and  got  a  reduction  in  freight,  got  discriminating 
rates,  they  could  have  dominated,  as  they  have  ? — A.  I  think  that  before  the  inter- 
state-commerce law  went  into  effect  the  Standard  Oil  Company  had  advant^es 
which  they  should  not  have  had,  but  that  is  ancient  history ;  thev  are  here  to-day ; 
they  go  right  from  the  fields  to  the  consumer ;  they  furnish  oil  cheaper  than  it 
can  be  furnished  by  anybody  else,  and  that  is  to  the  benefit  of  the  consumer.  It 
is  to  the  absolute  annihilation  of  the  middleman  or  anybody  else  in  the  oil  busi- 
ness, in  my  judgment,  and  if  it  goes  into  the  pockets  of  the  few  people  it  is  per- 
haps so  much  to  be  regretted ;  but  there  is  where  it  goes,  and  likely  it  would  be 
very  nice  to  have  them  divide  it.  But  until  you  find  what  Carnegie  is  gome  to 
do  with  his  millions  I  do  not  think  you  can  get  the  Rockefellers  to  tell  what  &ey 
are  going  to  do  with  theirs.    They  nave  ^ot  it. 

Q.  Now,  you  said  that  they  are  here;  is  not  the  reason  they  are  here  because 
they  can  do  things  cheaper?  I  undertook  to  say  that  there  no  jiersons  engaged  in 
remiing,  shipping,  and  transporting  oil  abroad  and  at  home,  who  are  making  a 
ver^  large  profit,  but  that  could  make  a  much  larger  profit  if  they  had  the  same 
facilities  and  markets  open  to  them  as  are  to  the  Standard  Oil  Comi>any? — A.  I 
dare  say  there  is  a  field  at  present  with  the  comi)etition  of  the  Standard  Oil  Com- 
X)any ,  but  if  it  ever  got  momentous  I  think  the  prestige,  ability,  and  great  wealth 
of  the  Standard  Oil  Comx)any  would  knock  it  out.  I  may  be  wrong;  1  am  talking 
about  something  I  do  not  know  much  about. 

COUNTRY  WOULD  BE  BETTER  OFF  WITHOUT  THE  AGITATION  ABOUT  TRUSTS. 

Q.  (By  Mr.  C.  J.  Harris.)  Do  I  gather  from  your  remark  that  you  think  it  is 
a  pretty  good  idea  for  all  competitors  to  be  knocked  out  but  the  one  that  controls 
the  business? — ^A.  That  is  trade  and  you  can  not  alter  it,  and  the  Federal  Govern- 
ment can  not  alter  it,  and  the  sooner  you  realize  it  and  stop  the  talk  about  it  the 
better  off  the  country  will  be  in  that  respect. 

Q.  What  we  are  trying  to  get  at  is  whether  it  is  better  for  the  coijntry.  We 
want  to  know  whether  that  is  a  good  state  of  affairs  to  have? — ^A.  Take  the  price 
of  oil:  Do  you  suppose  it  is  better  for  the  country  of  75,000,000  of  people  to  nave 
oil  2  cents  cheaper  or  to  establish  half  a  dozen  competitors  in  the  business  who 
are  in  it  for  the  same  amount  of  gore  that  the  Standard  Oil  Comx>any  is,  and 
who  increase  the  price?  That  is  like  what  we  had  in  sugar.  You  stop  here  the 
work  by  giving  $24,000,000  in  tariff  on  sugar  to  have  a  number  of  people  in 
Louisiana  and  a  few  people  in  Hawaii  employed,  and  see  where  you  are. 
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AMOUNT  OP  PROTECTION  NECESSARY  FOR  ALL  INDUSTRIES. 

Q.  I  judge  from  your  essay,  and  I  shotQd  like  to  know  whether  I  am  right  or 
wrong,  that  yon  are  against  protection,  except  that  eictended  to  the  sngar  tmst. 
Am  I  right?— A.  No;  yon  are  all  off. 

Q.  I  shonld  like  to  have  the  secretary  read  that  'part  of  the  essay. — ^A.  Snpi)06e 
yon  allow  me  to  state  it;  it  wiU  be  mnch  briefer.  I  said  I  did  not  think  any  of 
these  industries  ought  to  have  over  10  "per  cent.  I  thought  more  was  inordinate, 
because  it  allowed  these  combinations  of  capital  to  fleece  the  country.  I  am  in 
with  you  for  protection  every  time,  but  I  limit  it  to  10  per  cent;  I  draw  the  Hue 
at  10  per  cent. 

Q.  Is  that  because  10  per  cent  fully  covers  you,  or  because  you  think A. 

(Interrupting.)  Eight  "per  cent  wotQd cover  me;  I  so  expressed  it  in  my  X)aper. 

Q.  I  think  that  nas  been  brought  out  before,  that  inaustries  the  same  as  your 
own  were  not  in  need  of  more  than  10  per  cent.  The  same  principle  would  apply 
to  them  that  does  to  you.  I  understood  you  to  say  that  unless  you  had  protec- 
tion the  refining  industry  would  be  driven  out  of  this  country.  Is  that  so? — 
A.  True. 

CAPITALIZATION  OF  THE  SUGAR  TRUST  RESUMED. 

Q.  The  capital  stock  of  the  American  Sugar  Refining  Company  is  $75,000,000, 
is  it  not?— A.  Yes. 

S.  It  has  not  been  increased  since  those  figures  were  published? — ^A.  No. 
.  What  is  the  output  of  refined  sugar  in  the  United  States? — A.  I  do  not 
know. 

<^.  It  was  estimated  at  some  3,000,000,000  XK>unds  a  year  or  two  ago? — ^A.  That 
is  right. 

Q.  I  think  you  estimated  it  here  at  200,000,000  barrels  a  while  ago,  did  you 
not? — ^A.  I  said  the  present  output  was  about  30,000  a  day;  that  is  not  so  all  the 
year  around. 

Q.  We  have  had  testimony  in  our  hearings  which  would  lead  us  to  believe  that 
ten  refineries,  at  a  cost  of  a  million  and  a  half  dollars  apiece,  which  would  be 
$15,000,000,  cotQd  supply  the  refined-sugar  demand  of  the  United  States;  that  the 
capital  to  nm  those  would  not  exceed  ten  more  millions,  which  would  be  twenty- 
five  millions.  Now,  if  the  consumer  is  to  be  considered,  and  he  is  the  main  fac- 
tor, I  wotQd  ask  you  what  the  consumer  gains  by  paying  the  American  Sugar 
Befining  Company  on  a  capitalization  of  $75,000,000  if  1^5,000,000  will  do  the  same 
business? — ^A.  If  those  premises  are  true — and  they  are  not — you  would  find  that 
the  fellow  that  made  that  statement  would  want  about  50  per  cent  on  his  stock 
instead  of  12  per  cent.  I  do  not  think  the  man  who  made  that  statement  is  abso- 
lutely correct;  I  do  not  think  he  would  be  content  with  20;  he  would  want  50;  I 
do  not  know  of  anv  advantage  to  the  consumer.  With  my  knowledge  of  sugar 
refining,  the  cost  of  it  and  the  capital  required,  no  such  thing  could  be  done. 

EFFECT  OF  COMPETITION  ON  THE  CONSUMER. 

Q.  Is  it  for  the  benefit  of  the  consumer  that  prices  are  temporarily  ^ut  down 
when  comi>etition  enters  the  field  until  you  can  crush  out  that  competitor,  as  I 
gather  &om  your  testimony?  Is  it  for  the  advantage  of  the  consumer  if,  when 
that  competition  is  crushed  out,  you  put  up  the  prices  immediately  therec^ter  to 
such  a  margin  of  profits  as  will  cover  all  these  expenses  and  others — that  is,  the 
expenses  of  the  fi^ht,  the  wear  and  tear,  the  buying  out  refineries,  and  all  that? 
I  would  ask  you  if  that  is  for  the  benefit  of  the  consumer? — A.  Well,  I  do  not 
know.  You  would  have  to  find  out  what  the  figures  were  in  order  to  determine 
whether  it  was  just  or  not.  I  think  the  consumer  would  have  to  be  subject  to 
such  a  condition  of  things  if  it  was  a  trade  condition. 

Q.  I  ask  this  because  you  have,  in  your  testimony,  laid  such  stress  upon  the 
interests  of  the  consumer. — A.  Do  you  think  by  lowering  the  prices  merely  to  crush 
out  the  competitor,  as  you  put  it,  that  the  consumer  is  not  benefited? 

Q.  I  say  he  may  be  oenefited  temporarily  for  6  months  or  a  year;  but  if  after 
the  crushing  out  has  taken  place  you  then,  as  you  said  in  your  testimony,  resume 
a  margin  of  profit  which  you  consider  is  the  right  thing,  and  that  is  the  only  thing 
you  are  governed  by,  I  ask  you  then  whether  the  consumer  will  be  materially 
benefited  or  not? — A.  Is  he  not  benefited  to  the  extent  of  the  reduction  of  prices 
during  the  fight? 
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Q.  He  is;  but  if  he  has  to  pav  donble  or  three  times  the  price  after  the  fight  is 
ended  I  fail  to  see  where  he  is  benefited? — ^A.  He  is  not,  if  he  has  to  pay  that. 
Q.  I  understood  you  to  say  when  the  war  was  ended  you  evened  up? — A.  Yes. 
Q.  The  price  you  put  on  was  for  the  benefit  of  the  stockholder? — ^A.  Yes. 

IT  IS  FAIR  TO  OBT  ALL  OUT  OF  THE  COMSUHEB  POSSIBLE. 

Q.  (By  Mr.  Farquhar.)  Did  you  state  here  that  90  i)er  cent  of  the  whole 

froduct  of  this  country  could  be  produced  in  factories  that  cost  $85,000,000? — A. 
think  BO. 

Q.  Now,  your  own  capitalization  is  $75,000,000;  I  presume  as  a  business  man  you 
would  say  that  the  difference  between  $35,000,000  and  $75,000,000,  or  $40,000,000, 
is  good  will,  brands,  and  all  that  sort  of  thing  in  your  business? — A.  You  are 
mi&ng  statements  that  are  backwards.  I  did  not  say  that  the  $85,000,000  were 
requir^  actually  to  reproduce  the  refineries  that  are  already  a  part  of  the  capital 
of  the  American  Company;  I  said  we  took  in  18  plants,  the  cost  of  which,  together 
with  the  good  wUl,  brands,  and  such  things  wnich  we  can  not  divide  into  the 
separate  accounts,  which  I  have  no  way  of  ooing,  did  represent  this  $75,000,000. 

Q.  Well,  say  it  was  fiftv  millions;  even  it  up.  That  leaves  $25,000,000  which 
seem  to  stand  for  good  will,  brands,  etc.  Do  you  think  it  fair  that  the  consumer 
should  pa^  a  dividend  to  vour  company  on  these  brands,  good  will,  etc.? — ^A.  1 
think  it  fair  to  get  out  of  the  consumer  all  you  can,  consistent  with  the  business 
proposition. 

Q.  You  state  that  as  an  ethical  position  before  the  commission,  and  you  have 
to  stand  on  that  ethical  position  for  fair  play.  Now,  I  want  to  know  if  ^ou 
think — ^you  stated  that  the  consumer  received  the  benefits  of  this  consolidation 
of  industry — ^it  a  fair  ethical  proix)8ition,  independent  of  the  business  view  you 
put  on  it,  that  the  consumers  should  pay  dividends  on  this  $35,000,000  of  over- 
capitalization?— ^A.  I  do  not  care  two  cents  for  your  ethics.  I  do  not  know  enough 
of  them  to  applv  them. 

<$.  Well,  as  a  business  proposition,  is  it  right? — ^A.  As  a  business  proposition, 
it  is  right  to  get  all  out  ot  business  that  you  possibly  can.  If  you  ^t  too  much 
of  a  profit,  you  get  somebody  in  competition.  Wnat  I  object  to  is  a  tariff  bill 
which  allows  these  consolidations  to  mulct  the  public  through  them. 

GENERAL  EFFECTS  OF  THE  TARIFF. 

Q.  Well,  take  your  position  on  the  tariff  bill  where  you  talk  about  10  per  cent 
differential;  would  a  10  per  cent  differential  have  brought  the  tin  industry  to 
this  country? — ^A.  Well,  if  it  would  not,  the  country  womd  have  been  better  off 
without  it. 

Q.  But,  would  it  have  brought  it?    Do  you  know? — A.  I  do  not. 

Q.  Would  it  have  brought  the  glass  industry  to  this  country? — ^A.  I  would  like 
to  nave  proof  to  the  contrary  before  I  would  say  it  would  not. 

Q.  (By  Mr.  Farquhar.)  Do  you  take  into  account,  as  an  American — ^you  say 
you  are  a  protectionist,  wnatever  may  be  your  views  of  protection — ^that  in  mak- 
mg  the  tariff  bills  in  this  country  or  m  making  any  impost  legislation  we  have  to 
take  into  consideration  two  great  facts,  first,  the  wages  paid  to  American  work- 
men, and  secondly  the  interest  on  American  money?  Do  you  know  of  any  indus- 
try in  this  country  that  10  per  cent  ad  valorem  ever  created — any  one— even  to 
the  making  of  tacks? — ^A.  Shall  I  be  perfectly  frank,  anyway? 

Q.  Yes. — A.  How  about  steel  rails?  Steel  rails  were  exported  at  the  time  the 
steel  schedule  was  tinder  discussion;  they  were  being  sent  to  England  and  Scot- 
land. They  can  be  produced  for  $15  a  ton:  they  are  worth  $24  a  ton;  now  the 
reason  they  are  worth  $24  a  ton  is  because  the  people  under  the  tariff  are  mulcted 
for  the  difference.  I  am  not  talking  about  things  that  are  ancient  history;  I  am 
talking  about  things  that  exist.  I  am  not  talking  as  to  whether  100  per  cent  was 
necessary  or  not;  I  am  talking  about  the  effect  ot  the  taiiff  to-day,  which  is  the 
mother  of  these  trusts  which  are  mulcting  the  people,  and  there  is  not  a  line  of 
it  free  from  this  abuse  to-day. 

Q.  Why  not  make  an  open  proposition  to  abolish  the  tariff  on  all  sugars?  Why 
would  not  that  be  a  good  thing? — ^A.  Why  is  it  not  right  and  proper  that  the 
American  sugar  industry  should  have  10  and  15  per  cent  where  you  are  giving 
others  50  and  100?    Why  this  outrageous  discrimination? 

Q.  Has  not  your  trade  been  sufficiently  protect<?d  under  the  tariff? — ^A.  No. 

Q.  Why? — A.  Because  we  only  get  one-eighth  and  need  one-fourth.  Where  is 
the  rule  of  ethics  that  you  were  talking  al)out  that  gives  you  140  per  cent  and  144 
per  cent  on  some  industries  and  cuts  the  sugar  industry  down  to  8  and  4? 
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Q.  Do  you  recollect  what  the  price  of  steel  rails  was  before  the  tariff  was  put 
on  at  all?— A.  I  do  not  know  w£at  steel  rails  were.  I  have  got  Came^e;  I  can 
qnote  him  to  the  effect  that  he  conld  export  steel  rails  to  any  part  of  the  world. 
What  did  he  want  a  tariff  for? 

Q.  Is  that  possibly  a  natnral  result  of  previous  protection? — ^A.  Oh,  yes,  of 
protection;  I  am  with  you  there  every  time,  but  not  inordinate  protection,  nor 
are  you  in  favor  of  that  I  believe. 

THE  CONDITIONS  OF  JJkBOn, 

Q.  You  made  one  queer  expression — a  remarkable  one — ^in  your  essay  here. 
Speaking  of  strikes,  you  say  that  they  lead  to  a  low  level.  What  do  you  mean;  do 
you  mean  a  low  level  in  economic  conditions,  social  conditions,  wage  conditions, 
or  what? — ^A.  Oh,  I  think  it  takes  the  independence  out  of  a  man.  He  can  not 
work  for  less  than  what  the  trade  union  prescribes.  He  can  not  be  his  own 
master  in  anything.    That  is  rather  a  wide  subject;  I  do  not  want  to  pursue  that. 

Q.  (By  Mr.KENNBDY.)  Does  not  your  combination  take  a  good  deal  of  inde- 
pendence out  of  comi)etitors  who  were  pretty  independent  previously? — ^A.  You 
bet  we  do.  But  where  a  man's  necessities  are  so  great  that  ne  is  wiUing  to  work 
for  $1.50  a  day,  he  can  not  do  it  because  the  trade  union  tells  him  not  to  work  for 
less  than  $2.'  I  do  not  want  to  go  into  this  subject.  I  have  touched  it  very 
briefly,  but  I  would  rather  have  it  passed.  I  do  not  think  trades  unions  are  an 
advantage  to  the  working  class. 

Q.  (By  Mr.  Ratchford.)  If  a  combination  of  the  laborers  of  the  country  is 
not  an  advantage  to  the  laoorers,  wherein  or  how  can  it  be  an  advantage  to  the 
capitalists  of  the  country  to  combine  and  to  the  country  to  have  them  combine? — 
A.  I  did  not  say  they  should  not  combine.  I  have  not  reflected  upon  labor.  I  am 
perfectly  willing  to  leave  labor  to  its  own  devices. 

Q.  Nor  have  I  understood  you  to  state  that;  I  simply  asked  you  wherein  is  the 
advantage  or  the  disadvantage  to  labor. — ^A.  They  certainly  have  very  materially 
increased  their  earnings  under  combinations. 

C^.  Then  it  must  be  advantageous? — ^A.  As  long  as  this  combination  or  consoli- 
dation of  capital  continues  under  the  tariff  I  would  go  in  for  a  consolidation  of 
labor. 

Q.  (By  Mr.  EIbnnedy.^  Did  not  you  reflect  on  trade  unions  very  seriously  when 
you  said  they  pulled  laoor  down  to  a  very  low  level? — A.  Perhaps  that  was  an 
unpleasant  way  to  put  it,  but  I  really  do  not  see  that  these  labor  unions  are  any 
particular  advantage  to  the  laboring  class.  It  certainly  confines  a  man  to  do  just 
as  it  is  mapped  out  for  him  to  do;  he  is  not  a  free  worKer  or  an  independent  man 
in  any  manner,  shape,  or  form;  and  he  is  whistled  out  at  the  dictation  of  the  few 
men  by  whom  he  is  controlled;  and  it  is  extending  now  in  these  afiiliated  inter- 
ests. You  see  it  is  a  very  wide  subject,  which  I  should  prefer  to  drop  and  expunge 
it  from  the  paper. 

Q.  (By  Mr.  Phillips.)  But  does  not  the  organization  of  capital  compel  the 
organization  of  labor  in  order  that  they  may  meet  on  equal  terms?  Otherwise 
one  dictates  and  the  other  submits. — ^A.  Undoubtedly. 

Q.  How  can  that  be  done  except  through  trades  unions? — A.  I  do  not  believe  it 
can.  I  have  already  stated  that  labor,  to  protect  itself,  has  got  to  unite,  form 
trades  unions;  has  ^ot  to  consolidate,  or  I  believe  that  these  corporations  would 
run  them  out  of  existence.    There  is  no  doubt  about  it. 

Q.  (By  Mr.  Kennedy.)  That  being  so,  then  how  will  this  organized  labor  bring 
other  labor  down  to  a  very  low  level?  If  they  have  to  meet  it,  it  is  a  good  thing 
for  them. — A.  Where  a  man  is  not  independent,  where  he  can  not  act,  if  liis  family 
is  suffering,  he  can  not  do  it.  Where  the  need  of  work  is  absolutely  required  for 
him  to  meet  his  mpnthly  expenses  he  may  bo  whistled  out  for  20  days  out  of  80 
by  a  board  of  delegates.  It  is  a  very  serious  question,  but  I  would  rather  you 
would  not  question  me  about  it;  I  would  rather  you  would  expunge  the  whole 
matter. 

Q.  Do  you  not  believe  in  organization  when  you  go  into  a  directors'  meeting? — 
A.  I  do;  out  when  I  go  into  a  Doard  of  dii-ectors'  meeting  and  do  not  like  it,  I  get 
out.    A  poor  man  is  not  exactly  in  that  status. 

Q.  A  laboring  man  can  do  the  same  thing? — ^A.  No,  ho  can  not;  because  he  can 
not  get  positions  in  labor  as  well  as  those  whose  positions  are  purely  honorary. 

Q.  (By  Mr.  Phillips.)  How  are  they  regulated;  are  they  not  regulated  by  a 
few  men?— A.  No,  they  are  not.    They  can  sell  out  and  get  out. 

Q.  So  can  a  laboring  man;  he  can  resign  his  i)osition. — ^A.  I  will  open  the  bas- 
ket; I  wUl  throw  up;  I  will  submit. 
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OBJECTS  OF  THE  AMERICAN  SUGAR  REFININQ  COMPANY. 

p.  (By  Senator  Mallory.)  Did  I  understand  yon  to  say — ^perhaps  I  may  haye 
misunderstood  yon  a  while  ago — ^that  it  was  your  policy  to  make  as  much  profit 
out  of  the  consumer  as  yon  possibly  could? — ^A.  Consistent  with  business  metnods. 

Q.  Consistent  with  business  principles.  In  other  words,  your  idea  is  that  your 
organization,  the  American  Sugar  Refining  Company,  will,  if  it  can,  get  the 
maximum  profit  out  of  its  business  from  the  consumer.  Now,  I  also  understood 
you  to  imply  at  least  that  it  is  the  policy  of  the  American  Sugar  Refining  Com- 
pany to  crush  out  all  competition,  if  possible. — ^A.  But  that  is  not  so;  there  is  no 
such  testimony.  I  understand  it  has  Deen  put  in  that  form  by  one  of  the  gentle- 
men here,  but  it  is  not  the  fact.  What  I  said  was  that  it  was  the  policy  of  the 
American  Company  to  maintain  and  protect  its  trade,  and  if  it  resulted  i^i  crush- 
ing a  competitor  it  is  no  concern  of  the  American  Company;  if  he  gets  in  the 
press,  that  is  his  affair  not  ours. 

Q.  And  if  any  one  interferes  with  the  business,  profits,  or  competition  of  the 
American  Sugar  Refining  Company  it  is  its  policy  to  prevent  it  if  possible? — A. 
By  lowering  profits  to  defy  it. 

Q.  And  it  it  results  in  crushing  him  out >A.  (Interrupting.)  That  is  his 

affair. 

Q.  Not  the  affair  of  the  American  Sugar  Refining  Company? — ^A.  No. 

Q.  Now,  suppose  in  the  natural  course  of  events  the  American  Sugar  Refining 
Company  should  suppress — ^we  will  not  use  the  word  crush  out— all  competition, 
all  opposition.  I  understand  from  your  theory — ^business  principles — ^that  you 
would  then  seek  to  get  out  of  the  public  ana  consumer  the  largest  amount  of 
profit  consistent  with  your  idea  of  business  principles? — ^A.  Precisely. 

Q.  Then,  if  you  had  the  power  to  charge  or  impose  prices  on  the  public,  what 
would  be  your  idea  of  the  limit  that  the  public  could  possibly  stand? — ^A.  I  think 
it  would  stand  a  quarter  of  a  cent  to-day.  I  think  we  could  do  it  for  20  cents  a 
hundred.  I  think  the  country  is  really  damaged  by  having  a  number  of  people 
in  the  business. 

Q.  That  is  not  an  answer  to  my  question.  My  question  is  the  limit?  What 
restraint  would  you  put  upon  yourselves?  What  would  be  your  restraint? — ^A.  I 
call  that  restraint  business  considerations. 

Q.  Would  it  not  be  the  utmost  limit  that  the  consumer  would  bear? — A.  Until 
we  had  competition  we  should  be  in  that  position,  but  whether  or  not  we  would 
exercise  it  is  quite  another  matter. 

WHERE  THE  PRICE  WOULD  NATURALLY  BE  FIXED. 

Q.  In  other  words,  if  you  had  all  opx)Osition  suppressed  the  prices  would  be  as 
hign  as  the  public  would  bear  without  provoking  additional  competition?^ — A. 
Precisely.  That  is,  in  the  absence  of  any  tariff  bill.  If  it  was  not  for  the  tariff 
bill  we  would  probably  be  doing  as  others  are  doing  under  it.  Harrison  had  it 
very  much  higher;  we  can  not,  they  can  not. 

Q.  If  you  had,  however,  the  same  protection  that  others  have  in  other  lines  of 
industry  you  would  raise  it  higher  than  it  is  now? — A.  We  did  have  at  one  time 
considerable  protection;  but  we  did  not  take  advantage  of  it,  for  the  reason  I  have 
named,  that  we  did  not  think  it  business  policy  to  raise  the  price  considering  the 
lar^e  industry  we  had  to  control,  and  to  exjwse  it  to  outside  opposition;  but  I 
maintain  that  we  ought  not  to  have  had  the  opportunity  under  the  tariff  bill  to 
have  done  it.    I  do  not  think  the  consumer  should  be  placed  in  such  a  relation. 

Q.  On  a  philanthrophic  ^ovmd? — ^A.  No,  no;  but  it  is  to  protect  the  consumer 
from  being  mulcted  in  an  inordinate  degree  under  the  tariff  bill. 

Q.  (By  Representative  Bell)  .  As  I  understand  the  witness  he  contends,  and  also 
establishes  in  a  measure,  that  the  entire  procedure  is  a  business  proposition,  and 
that  he  has  in  view  all  the  time  the  permanency  of  his  business? — A.  Precisely. 

Q.  And  in  consequence  of  that  you  try  to  hold  your  prices  at  a  figure  that  will 
be  profitable  to  you  by  reason  of  your  economical  methods  of  concentration,  and 
at  the  same  time  at  a  figure  that  would  not  be  very  profitable  to  others  who  are 
not  so  concentrated? — A.  Precisely,  considering  the  extent  and  the  vastnees  of  the 
business. 

Q.  And  therefore  that  it  redounds  to  the  benefit  of  the  consumer  generally? — 
A.  Yes. 

Q.  And  to  your  stockholders  by  reason  of  their  great  economical  benefit.  That 
is  my  understanding  of  your  general  principles  of  business? — A.  Precisely. 


THE   8U0AB   COMBINATIONS: — ^HAVEMEYER.  121 

THB  BUSINESS  PRINCIPLES  OF  OTHER  COMBINATIONS. 

Q.  But  I  want  to  ask  yon  if  all  corporatioiis  or  the  trusts  generally  follow  that 
principle  in  the  early  formation  i)eriod  of  the  organization? — A.  I  do  not  think 
any  of  them  do,  except  the  trusts  that  are  not  dependent  upon  a  tariff  hill;  I  wish 
that  distinctly  understood. 

Q.  Now,  for  instance,  the  copx)er  trust.  The  cost  of  their  product  has  about 
doubled  in  the  last  few  years;  it  is  something  like  18  or  19  cents  now  where  a  few 
Years  ago  it  was  9  to  12.  You  take  the  iron  and  steel  business.  In  that  prices 
haye  gone  up  ^eatlv.  Farm  implements,  nails,  wire,  and  everything  made  of 
iron  and  steel  in  the  last  few  months  have  gone  up  enormously.  Now,  is  it  your 
judgment  that  in  those  industries  the  combinations  are  following  the  same  lines 
that  your  comxxany  follows  in  holding  prices  down? — A.  I  should  not  like  to  crit- 
icise anybody  else.  It  is  very  easy  to  determine  what  the  price  of  copper  was, 
what  protection  tiiere  is  under  the  tariff  bill,  and  what  the  pricejus  now.  Copper 
is  nroduced  in  other  parts  of  the  world. 

Q.  Do  you  not  think  there  can  be  a  trust  without  the  tariff  bill? — ^A.  Yes. 

THE  SMELTERS*  TRUST. 

Q.  For  instance,  recently  we  have  had  the  smelters  syndicated;  they  have  aU 
gone  into  a  trust.  There  is  no  tariff  upon  smelting;  there  is  no  tariff  on  their 
product.  Now  papers  from  my  State,  Ck>lorado,  wuere  we  have  more  smelters 
than  any  other  State  in  the  Union,  that  reached  here  this  morning  say  that  tiie 
smelter  men  have  had  a  meeting  and  have  agreed  that  if  the  men  do  not  work 
after  to-morrow  by  the  hour  (to-morrow  bein^  the  day  that  the  8-hour  law  takes 
effect  in  the  State  of  Colorado  affecting  the  mines  and  smelters) — ^that  if  they  do 
not  yield  to-morrow  tbe  employers  will  draw  the  fires  from  every  smelter  in  the 
State? — ^A.  That  is  a  terrible  thing;  I  would  not  want  to  face  that.  I  think  I 
would  go  out  of  business  if  I  ever  was  confronted  with  any  such  condition  of 
things  as  that. 

Q.  That  is  the  report  of  the  meeting  of  the  smelter  trust.  Now,  do  yon  think 
that  that  is  an  advantageous  organization  where  that  kind  of  power  exists? — ^A. 
How  are  you  going  to  prevent  it? 

THE  ELEVATOR  TRUST. 

Q.  You  have  su^ested  the  fact  that  the  lowering  of  the  tariff  would  destroy 
it.  Now  I  am  trying  to  point  out  a  case  where  the  tariff  will  not  touch  it, 
and  we  must  have  some  other  remedy.  Recently,  before  the  Interstate  Com- 
merce Commission,  one  of  the  managers  of  one  of  the  large  Western  roads 
stated  that  they  do  not  take  freight  from  the  individual  farmer;  that  they  can 
not,  and  that  thev  never  will  deal  with  the  individual  farmer,  or  wheat  raiser, 
or  com  grower  of  the  West  while  they  can  make  a  contract  with  a  combination 
at  elevators.  He  further  says  that  they  charge  the  elevators  much  less  than 
they  do  the  individual  farmers  and  that  they  can  afford  to  charge  them  much 
less.  Now  there  is  a  combination  entirely  different  from  yours.  There  is 
one  that  takes  a  drawback.  I  appreciate  the  position  you  are  in;  you  say  you 
refuse  to  take  a  drawback  because  of  the  adverse  comment  and  the  conflict 
against  good  business  policy.  I  realize  the  benefit  and  advantages,  for  I  can  see 
some  of  the  reasons  why  your  company  has  great  prestige  following  such  weU- 
established  business  principles.  But  does  the  ordinary  corporation  or  trust  in  its 
formative  period  do  that? — ^A.  Well,  there  is  a  very  strict  law,  and  of  course  if  it 
is  not  enforced  it  is  pretty  serious  on  the  fellow  that  is  not  in  with  the  rebate. 

Q.  What  would  you  suggest  in  the  way  of  limiting  these  trusts  that  are  not 
affected  by  the  tariff;  like,  for  instance,  the  elevator  trust  of  Minnesota,  or  the 
smelters*  trust? — ^A.  They  will  not  take  commodities  from  the  farmers,  you  say? 

Q.  That  is,  not  at  the  same  figure.  They  are  bound  to  take  freight;  they  are 
bound  to  ship  a  man's  grain. — ^A.  I  should  take  it  from  the  farmer  in  preference 
to  anybody  else.    As  business,  I  set  down  to  the  producer. 

Q.  But  the  railroads  say  that  tney  will  haul  twice  the  distance  for  the  elevator 
company  that  they  do  for  the  farmer  for  the  same  price. — A.  That  is  against  the 
law,  is  it  not?    Can  you  not  get  the  law  on  those  fellows. 

Q.  I  think  it  is  against  the  law.  Yet  they  had  them  before  the  Interstate  Com- 
merce Commission,  and  when  you  prove  that  it  is  against  the  law  they  simply 
get  around  it  in  a  different  way.  You  do  not  believe  combinations  like  that  are 
beneficial  to  the  public,  do  you? — ^A.  That  is  so  at  variance  with  what  my  ideas 
of  bufidness  principles  are  that  I  will  have  to  admit  that  it  is  not. 
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REMEDIES  NOT   TO  BE  SOUGHT  IN  LEGISLATION. 

O.  (^By  Mr.  Phillips.)  Do  yon,  then,  believe  that  snch  tmsts  as  the  smelter 
and  elevator  trusts  are  benencial? — A.  Well,  I  own  some  stock  in  the  smelter 
trust,  and  I  am  not  going  to  commit  myself  on  that;  but  I  may  talk  more  freely 
on  the  elevator  trust,  as  I  do  not  own  any  interest  in  that.  But  I  say  this:  Handls 
off.  The  conditions  that  have  arisen  here  between  the  miners  and  smelters  will 
have  to  be  settled  among  themselves.  One  of  these  days,  when  the  laborers  get 
well  organized,  they  will  make  it  all  up.  These  things  are  fights  between  capital 
and  organizations  of  labor;  they  will  settle  among  wemselves.  You  can  not  do 
it  by  legislation,  gentlemen. 

Q.  (By  Representative  Bell.)  The  ordinary  laborer  or  farmer  can  not  wait; 
it  means  destruction  to  himself  and  his  family.  Your  company  can  wait  and 
some  large  wealthy  company  can  wait;  these  weak  individuals  can  not;  and  that 
is  why  i)eople  rai^e  such  a  clamor  against  these  ^eat  organizations;  it  is  because 
they  crowd  out  and  cry  down  the  individual  citizen.  Now,  what  we  want  is  to 
fiina  some  remedies  to  prevent  these  evils  for  all  parties. — ^A.  Why  not  get  the 
farmers  together  and  form  a  trust  of  their  own?  (Laughter. )  I  mean  it;  I  mean 
it,  gentlemen.  I  would  sell  the  grain  to  one  party  and  establish  some  fellow  to 
sell  it  to  those  elevators  and  let  them  share  pro  rata  according  to  what  they  con- 
tribute. There  is  a  way  out  of  it.  I  never  knew  a  cori>oration  yet  to  have  any- 
body under  their  thumbs  very  lon^. 

Q.  The  economists  and  great  thmkers  and  writers  have  always  held  that  the 
farmers  were  so  numerous  and  so  scattered  that  it  was  impossible  to  hold  them 
together,  and  that  all  their  efforts  would  mean  failures? — ^A.  Yes;  his  conditions 
are  so  different;  his  necessities  are  so  different  and  varied. 

Q.  (Interrupting.)  It  has  been  impossible  to  hold  them  together.  Now,  in 
speaking  of  the  smelters,  I  get  it  from  the  newspapers  again  that  the  smelters  at 
Durango  have  just  shut  down,  while  the  smelters  at  Pueblo  are  just  about  to 
shut  down,  and  the  newspapers  say  that  the  owners  of  the  smelters  in  making 
their  argument  to  the  men  say:  *'  It  makes  no  difference  to  us;  we  had  just  as 
soon  draw  the  fires  as  not,  because  we  make  the  same  profit."  If  the  smelter  at 
Durango  shuts  down,  the  ore  will  be  smelted  in  Pueblo  or  at  Denver;  and  they 
hold  the  same  club  over  the  labor  at  Pueblo,  where  there  are  several  thousand 
smelter  men.  The  managers  of  the  smelters  say  to  the  men:  "  If  the  owners  shut 
down  it  does  not  hurt  us;  it  hurts  you."  They  get  their  part  of  the  profits. 
Those  are  some  of  the  things  that  affect  the  public  and  the  individual  and  create 
this  prejudice;  and,  if  possible,  it  seems  to  me  that  the  men  in  these  combinations 
ought  to  help  us  to  solve  these  problems  so  as  to  avoid  these  injuries;  and  I  was 
in  hopes  you  would  have  something  to  suggest  on  these  questions. — A.  I  think 
the  same  thing  occurred  in  the  sugar  business  when  the  trust  was  formed.  We 
had  to  consider  whether  we  should  furnish  this  sugar  to  the  consumer  at  a  cheap 
price  and  get  out  of  it  a  suitable  dividend  for  the  stockholders,  or  maintain  all 
the  different  organizations  and  keep  all  the  men  employed.  We  naturally  closed 
many  of  the  refineries,  concentrated  the  meltings  in  a  few,  and  achieved  the 
results  we  sought.  But  there  were  a  great  many  men  undoubtedly  that  were 
left  out  of  employment  and  had  to  seek  other  employment.  It  is  pretty  hard.  I 
read  in  the  paper  not  long  ago  that  along  the  line  of  one  of  the  railroads  they  had 
established  an  industry,  but  found  it  unprofitable  to  work  it,  and  after  they  had 
been  there  10  or  15  years  and  the  men  had  bought  their  homes,  built  houses, 
schools,  and  churches,  the  railroad,  apparently  in  cold  blood,  shifted  the  industry 
somewhere  else  and  left  the  men  there.  It  looks  like  cold  blood,  but  when  you 
come  to  analyze  it  it  is  one  of  those  conditions  of  trade  that  there  is  no  human 
way  to  prevent. 

TRUSTS  SHOULD  NOT  BE  REGULATED  IN  ANY  WAY,  SHAPE,  OR  FORM. 

Q.  (By  Mr.  Phillips.)  You  have  spoken  in  regard  to  the  benefit  of  trusts,  both 
in  your  paper  and  in  your  testimony,  and  you  say  they  should  not  be  regulated 
by  law.  As  I  understand,  you  would  take  the  same  position  in  regard  to  a  com- 
bmation  of  railroads.  If  railroads  can  in  any  sense  be  governed  by  law  or  taxed, 
has  not  the  Government  the  same  right  to  tax  the  great  trusts  or  combinations 
in  industry  extending  over  the  whole  country  and  regulate  them? — A.  I  doubt  if 
they  have  the  constitutional  power. 

Q.  The  States  have  the  power,  each  individual  State? — ^A.  I  doubt  if  a  State  has 
any  x)ower  over  the  sugar  company  in  the  regulation  of  its  prices;  I  do  not  think  so. 
»  Q.  Do  you  believe  tnat  these  trusts  should  be  put  more  specifically  under  gov- 
ernmental control  than  they  are,  that  they  should  have  examination  or  insx>ection 


-^ 


THE   SUGAR   COMBINATIONS: — HAVEMEYER.  123 

sunilar  to  the  national  banks? — ^A.  Not  at  all.  I  think  the  Gk>yermnent  should 
have  nothing  to  do  with  them  in  any  way,  shape,  or  manner. 

Q.  You  tmnk,  then,  that  when  a  corporation  is  chartered  bv  the  State,  offers 
stock  to  the  public,  and  is  one  in  which  the  public  is  interested,  that  the  public 
has  no  right  to  know  what  its  earning  power  is  or  to  subject  them  to  any  inspec- 
tion whatever,  that  the  i>eople  may  not  buy  this  stock  blindly? — ^A.  Yes;  that  is 
my  theory.  Let  the  buyer  beware;  that  covers  the  whole  business.  You  can  not 
wet  nurse  people  from  the  time  they  are  bom  until  the  time  they  die.  They  have 
got  to  wade  in  and  ^t  stuck,  and  that  is  the  way  men  are  educated  and  cultivated. 

Q.  Then,  you  think  'Oiat  they  have  a  right  to  charter  corporations  and  allow 
them  to  offer  stock  to  the  i>eople — ^to  the  whole  community — and  that  the  com- 
munity then  has  no  right  to  a  ^owledge  of  what  the  earning  power  of  that  stock 
is?— A.  Precisely.  Take  the  other  side.  A  lot  of  men  get  together  in  New  York 
City  and  organize  a  company,  and  a  capital  of  $10,000,000  is  to  be  put  up.  I  go 
into  New  York  City  and  say,  **  Q«ntlemen,  put  your  money  up  whether  you  want 
to  or  not."  They  do  not  do  it.  They  are  not  compelled  to  buy  the  stock.  The 
State  does  protect  these  people  as  against  any  false  statements,  as  against  any 
fraud;  but  where  a  man  goes  into  the  stock  exchange  to-day  and  buys  a  hundred 
shares  of  sugar  and  pays  160  and  it  is  110  to-morrow,  and  he  goes  to  the  State  and 
gets  down  on  his  knees:  **  Mother,  dear,  pay  me  the  difference,  and  let  us  put  the 
sugar  trust  out  of  existence."  I  say,  hands  off;  there  is  nothing  in  it;  hands  off; 
let  them  settle  it  among  themselves. 

HISTORY  OF  THE  OROAIIIZATION  OF  THE  SUGAR  TRUST  RESUMED. 

Q.  (By  Mr.  A.  L.  Harris.)  I  understood  you  to  say  that  when  the  original 
American  Refiners*  Trust  was  organized  in  1887  the  refinery  property  of  all  the 
companies  in  business  was  not  very  viduable,  that  the  business  was  being  run  at 
a  loss,  and  that  it  was  taken  for  the  purpose  of  saving  their  property.  Those  are 
not  the  exact  words,  but-  it  was  taken  to  save  the  money  invested? — ^A.  Yes;  a 
great  many  sold  out  for  that  reason. 

C^.  And  a  number  of  them  quit  running  and  were  idle  at  the  time — 18, 1  think 
jou  said? — ^A.  No;  I  said  18  went  into  the  trust.  I  do  not  know  how  many  were 
idle,  but  a  number  were. 

Q.  I  understood  you  to  say  they  were  idle.  What  was  the  capitalization  of  the 
16  or  18  companies  that  went  into  the  trust  before  they  entered  it? — ^A.  I  do  not 
know;  but  that  had  no  relation  whatever  to  the  real  worth.  You  know  a  com- 
pany might  have  $10,000,000  of  assets  and  be  capitalized  for  $300,000.  The 
capital  has  very  little  relation  to  the  value. 

Q.  What  I  want  to  know  is,  if  on  the  original  capitalization  it  would  show 
a  profit.    You  say  you  do  not  know? — ^A.  Yes. 


Q.  Do  you  know  Mr.  John  E.  Searles?— A.  Yes. 


j.  What  position  does  he  occupy  in  your  company? — A.  He  used  to  be  the 
secretary  and  treasurer.    He  has  no  position  now. 

S,  What  position  did  he  occupy  in  1897? — ^A.  The  same;  he  was  the  secretary 
treasurer  then. 
<).  Would  his  sworn  statement  be  true  in  regard  to  the  capitalization  of  the 
original  coin;x)ration? — A.   Oh,  yes;  he  had   the  matter  in  hand;  he  knows  all 
about  it;  I  do  not. 

CAPITALIZATION  AND  VALUATION. 

Q.  Now,  I  see  on  pi^e  384  of  the  New  York  investigation '  that  at  the  time 
the  original  Sugar  Benning  Company  was  organized  in  1887  their  capital  stock 
was  $6,590,000.— A.  Of  all  of  them? 

Q.  Of  all  of  them;  that  is,  of  the  15  or  16.  He  gives:  The  Havemeyer&  Elder 
Sugar  Refining  Company,  $500,000;  the  Dick  <fc  Meyer  Company,  $200,000;  the 
De  Castro  &  JDonner  Sugar  Refining  Company,  $350,000;  the  MoUer  &  Sierck 
Company,  $210,000;  the  Oxnard  Brothers  Company,  $100,000;  the  F.  O.  Matthies- 
sen  &  Wiechers  Sugar  Refining  Company,  $400,000;  the  Brooklyn  Sugar  Refin- 
ing Company,  $300,000;  the  Havemeyer  Sugar  Refining  Company,  $1,000,000; 
the  Forest  City  Sugar  Refining  Company,  $300,000;  the  Boston  Sugar  Refining 
Company,  $650,000;  the  Standard  Sugar  Refining  Company,  $1,000,000;  the  Bay 
State  Sugar  Refining  Company,  $235,000;  the  St.  Louis  Sugar  Refining  Com- 
pany, $755,000;  the  Louisiana  Sugar  Refining  Company,  $450,000;  the  Planters' 
Sugar  Refining  Company,  $250,000;  total,  $6,600,000.    He  gives  that  at  $6,690,000. 

*  New  York  senate  investigation,  1897. 
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Now,  if  it  be  true  that  it  was  nnprofitable  to  mn  those  companies  and  so  many 
of  them  had  to  get  out,  some  of  them  had  to  go  out  of  existence,  how  does  it 
happen  that  this  trust  was  or^nized  at  the  time  at  $50,000,000?  In  other  words, 
how  did  you  reach  the  capitalization  of  the  trust  certificates  of  150,000,000  in  the 
original  trust? — ^A.  I  saia  that  the  expressed  capital  in  figures  there  of  tiiese 
companies  has  nothing  to  do  with  their  real  value. 

Q.  I  understand  that  you  put  in  more  money;  that  these  different  companies 
had  more  money  than  is  represented  by  the  stock  capitalization? — ^A.  More  money 
in  stock,  plant,  and  assets.  Some  of  them  had  fifteen  or  twenty  millions  and  they 
were  capitalized  at  $300,000. 

Q.  I  am  not  able  to  understand  that. — ^A.  Take  the  capital,  for  instance,  of  the 
Chemical  Bank.  It  has  a  capital  of  $150,000,  and  its  capital  stock  is  worth  $8,500 
a  share. 

Q.  I  am  not  able  to  see  how  a  business  that  was  not  profitable  can  increase  in 
such  a  rapid  way. — A.  I  think  I  can  illustrate  it  so  tnat  you  will  understand. 
You  and  1  are  in  business  and  we  run  our  business  to  suit  ourselves.  I  say  let  us 
form  a  trust;  you  say  no,  and  you  do  not  care  to  go  in.  I  go  alone  and  I  put  up 
the  price  a  quarter  of  a  cent,  and  that  enables  you  to  make  a  fair  profit.  Now, 
I  say  to  you,  what  do  you  want  for  your  plant?  You  say  this  plant  is  worth  a 
million  dollars  to  me ,  but  you  will  offer  it  to  me  for  two ,  and  I  take  it.  I  can  mt^e 
more  money  by  buying  that  plant  for  $2, 000, 000  with  the  advance  in  price  than  I 
can  by  leaving  you  out,  and  I  give  you  the  entire  advantage  of  your  work  on  that 
plant. 

Q.  But  at  the  time  this  trust  was  organized  you  did  not  buy  the  plants? — A.  Yes, 
we  did  buy  them — bought  the  whole  business;  there  was  npt  a  snare  of  stock  in 
anv  shai)e  or  manner  but  what  went  into  the  trust. 

Q.  In  the  original  trust  you  issued  stock  certificates? — ^A.  Yes. 

Q.  How  did  you  reach  that  valuation  by  which  you  could  distribute  that 
$50,000,000  among  the  16  or  18  companies  that  were  taken  into  the  original  trust? — 
A.  My  faint  recollection  of  the  matter  is  that  they  had  a  committee  of  appraise- 
ment to  appraise  the  values,  taking  plant,  location,  trade-marks,  status  ox  busi- 
ness, and  all  considerations,  and  that  they  agreed  upon  an  amount  for  which  they 
would  transfer  their  property  in  consideration  for  so  many  certificates  on  an 
aggregate  capital  of  so  many  dollies. 

Q.  How  many  of  these  original  companies  were  dismantled? — ^A.  Oh,  I  do  not 
know.    You  are  talking  about  things  that  occurred  12  years  ago. 

Q.  Of  course  it  is  plain  to  you,  but  it  is  not  to  me. — ^A.  I  have  made  the  general 
statement  that  while  18  corporations  went  into  the  affair  the  whole  melting 
capacity  is  now  being  concentrated  into  6  or  7.    That  answers  your  question. 

Q.  I  do  not  care  about  your  specifying  the  exact  number. — ^A.  I  could  not  do  it. 

Q.  All  I  want  to  get  at  is  how  you  put  in  and  issued  stock  certificates  for  plants 
that  were  considered  worthless? — A.  They  were  worthless  under  those  conditions, 
but  they  were  not  worthless  under  the  conditions  that  were  about  to  prev^. 
Ycu  went  on  with  this  original  trust  until  1891? — A.  Yes. 
When  the  North  River  suit  went  against  you? — ^A.  Yes. 
Then  you  organized  in  New  Jersey?— A.  Yes, 

Then  you  bought  all  these  concerns  and  issued  stock  for  them? — A.  No;  we 
bought  and  paid  stock  and  cash. 

You  paid  stock  and  cash? — A.  Yes. 
It  was  not  all  stock? — A.  We  bought  the  property. 

Now  at  that  time,  as  I  understand,  you  were  making  90  'per  cent  of  the 
product  of  this  country? — A.  No;  67  I  think  the  figures  show. 

Q.  Well  it  was  67  in  1898?— A.  It  was  65. 

Q.  You  had  the  capacity,  I  think,  of  making  90  i)er  cent? — ^A.  We  had  com- 
petitors. 

Q.  You  had  that  capacity  then? — ^A.  But  we  could  not  run  it,  because  we  had 
outside  competitors. 

TESTIMONY  BEFORE  THE  LEXOW  COMMITTEE. 

Q.  Shall  I  read  to  you  your  testimony  before  the  Lexow  committee? — ^A.  You 
are  confounding  capacity  with  output.  You  see,  we  may  have  the  cax)acity  for 
turning  out  the  sugar  and  not  have  an  output  for  it. 

Q.  I  will  change  the  question.  What  is  your  output? — ^A.  Well,  the  output  may 
De  equal  to  the  capacity.    I  do  not  know  what  this  testimony  was. 

Q.  But  what  per  cent? — ^A.  I  do  not  know. 

Q.  You  have  some  rather  valuable  testimony  here.  I  do  not  know  but  what 
there  is  a  x)age  or  two  that  might  be  read;  and  of  course,  if  you  care  to  correct 
it,  it  should  be  read  and  you  should  be  asked  to  explain  it.    You  should  have  that 
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opportonity,  and  let  it  go  into  the  testimony  and  be  explained.  It  is  only  2  years 
ago,  and  yon  were  asked  in  that  commission,  by  Mr.  Lezow,  concerning  testimony 
before  the  Senate  bribery  committee  as  to  certain  facts,  this  question  (reading) : ' 

"■  1  call  yonr  attention  to  the  testimony  that  you  gave  before  the  Umted  States 
Senate  committee  in  answer  to  Senator  Allen: 

"  *  Q.  When  you  sell  in  this  country  you  control  the  price?— A.  Yes,  sir. 

"  *  Q.  And  it  was  organized,  as  I  understand  it,  with  a  view  of  controlling  the 
price  and  output  to  the  i>eople  of  this  country?— A.  That  was  one  of  the  objects 
of  consolidation. 

" '  Q.  And  you  have  succeeded  in  doing  it? — ^A.  Yes,  sir. 

'*  *  Q.  That  was  the  principal  object  in  organizing  the  American  Sugar  Refining 
Conipany? — ^A.  It  may  be  said  that  that  was  the  principal  object.' 

"  Q.  Mr.  Havemeyer.  To  control  the  price?— A.  Mr.  Lkxow.  Yes,  sir, 

" '  Q.  And  making  money  incident  to  that  control? ' 

"  Mr.  Havemeyeb.  Did  I  say  "  control  of  price  "  or  "  control  of  output?  '* 


'*  Mr.  Lexow.  CJontrol  of  the  price  and  the  output. 
''  Mr.  Havemeyer.  I  don't  thmk  that  is  right. 


''  Q.  Do  you  wish  to  change  the  testimony  that  you  gave  before  the  Senate 
investigating  committee? — ^A.  I  should  have  read  it  myself.  [Witness  reads  tes- 
timony given  before  Senate  committee.]  It  certainly  does  apx)ear  that  at  that 
time  that  was  my  understanding  of  one  of  the  objects  of  the  formation  of  the 
American  Sugar  Kefining  Ck)mpany. 

**  Q.  You  say  there  that  it  was  the  principal  object;  do  vou  mean  to  say  now 
that  your  recollection  of  the  object  of  the  organization  of  the  American  Sugar 
Befimng  Company  in  1891 — do  you  mean  to  say  now  that  your  recollection  is 
better  as  to  the  main  and  principal  object  of  that  organization  than  it  was  in  1894, 
when  you  gave  this  testimony?— A.  I  would  answer  by  saying  that  when  I  gave 
that  testimony  that  was  in  my  mind,  and  I  answer  now  what  is  in  my  mind;  that 
is  not  in  my  mind  now. 

"  Q.  Then  this  testimony  was  true  tliat  you  gave  before  that  committee? — A. 
That  is  the  way  that  I  felt  at  that  time,  undoubtedly. 

''  Q.  Therefore  we  start  out  with  the  proposition  that  the  main  object  of  the 
organization  of  the  company  was  to  control  the  product  and  to  control  the  price 
of  refined  sugar  in  the  Imited  States?— A.  No,  sir;  I  think  that  is  too  broad;  the 
intention  was  to  control  the  output  of  their  product  and  the  price  of  their 
product. 

'*Q.  That  would  control,  under  the  circumstances,  as  you  control  the  com- 
pany?—A.  Undoubtedly. 

"  Q.  Therefore  the  organization  of  a  combination  of  interests,  all  of  which  you 
conl3t>lled  at  the  time  of  the  organization,  could  not  have  been  for  the  purx)ose  of 
controlling  their  output  or  their  price? — ^A.  How  could  I  control  the  output  or  the 
price  of  any  other  refinery?  It  goes  without  saying  that  a  man  who  produces  80 
per  cent  of  an  article  can  con&ol  the  price  by  not  producing;  the  price  must 
advance  if  he  does  not  produce;  and  it  must  decline  if  ne  does  produce,  if  he  pro- 
duces more  than  the  market  will  take;  I  do  not  see  any  significance  in  contrast- 
ing the  evidence.*' 

(By  the  Witness.)  Now  that  is  the  ^t  of  the  whole  matter. 

Q.  Let  me  go  a  little  further  (reading).  **Q.  You  were  asked  by  me  as  to 
whether  or  not  one  of  the  objects  of  the  organization  of  the  New  Jersey  Oom- 
pKany  was  to  control  the  price  and  the  product.  You  said,  in  answer  to  my  ques- 
tion, that  it  was  neither;  that  you  had  no  intention  of  controlling  the  price  or  the 
product.  In  the  United  States  testimony  you  state  that  that  was  the  main  object 
of  consolidation;  that  is  to  say,  to  control  the  price  and  the  product  and  the 
refined  sugar  of  the  United  States? — ^A.  I  am  willing  to  admit  either  phase;  as  far 
as  the  object  is  concerned  it  goes  without  saying  that  a  corporation  that  controls 
80  per  cent  of  the  product  does  control  the  market  price  up  to  the  importing  point 
if  it  chooses  to  exercise  that  power,  for  it  goes  without  saying  that  that  same 
power  can  be  exercised  to  diminish  the  price;  when  you  ask  whether  it  was  the 
Idea  in  mind  on  the  formation  of  the  company,  I  would  say  that  I  do  not  think  it 
was;  that  testimony  wants  to  be  read  in  connection  with  what  went  before  it  and 
with  ttie  objects  of  that  investigation. 

**Q,  Then,  according  to  your  present  version  of  it,  in  any  event,  whether  it 
was  your  object  or  not,  that  object  was  reached  by  reason  of  your  controlling  80 
per  cent  of  tiie  product;  you  d%  in  fact  control  the  product  and  price  in  the  Umted 
States?— A.  We  undoubtedly  do. 

**  Q.  You  do  it  by  reason  of  the  consolidation  of  the  interests  which  can  pro- 

1  Beport  and  Proceedings  of  the  Joint  Committee  of  the  Senate  and  Assembly  Appointed  to 
Inveeugate  Trusts.    (Lexow  Beport)  Albany,  1897,  pp.  IQ0-U2. 
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duce  80  per  cent  of  the  refined  sugar  of  the  United  States?^A.  I  do  not  know 
what  the  consolidation  of  interests  has  done;  we  do  through  the  fact  that  we 
refine  so  mnch  sugar. 

'*Q.  You  have  brought  under  one  head  and  under  one  direction,  through  your 
company,  the  agencies  that  produce  80  per  cent  of  the  refmed  sugar? — A.  We 
might  do  as  we  did  at  one  time,  control  95  per  cent  of  the  sugar;  and  tiiie  Supreme 
Court  has  decided  that  it  is  perfectly  legal  to  do  it. 

"Q.  I  understand  you  to  say  that  you  produce  80  per  cent  of  the  refined 
sugar?— A.  From  75  to  80  per  cent. 

**  Q.  When  you  entered  upon  the  sugar-trust  arrangement  in  1887  you  had 
numerous  competitors  in  the  market,  did  you  not? — ^A.  In  amount  greater,  so  far 
as  output,  than  to-day;  in  numbers,  fewer. 

**  Q.That  is  to  say,  that  each  of  those  15  companies  was  undeniably  competing 
in  the  market  for  the  sugar  trade? — ^A.  Do  you  mean  when  we  formed  the  trust? 

"  Q.  Before. — ^A.  Yes,  sir. 

"  Q.  And  the  formation  of  that  trust  removed  that  competition? — A.  To  a  very 
great  extent. 

**  Q.  To  the  extent  of  those  15  companies? — ^A.  Not  absolutely;  the  companies 
were  all  controlled  by  separate  members,  and  they  had  their  own  views  of  mat- 
ters, but  practically,  yes. 

*'  Q.  Didn't  the  price  of  sugar  decline  materially  prior  to  1887 — ^prior  to  the 
time  of  the  formation  of  this  so-called  trust? — ^A.  A  year  or  two  previous  it  was 
slightly  lower;  for  a  period  of  10  years  it  was  slightly  higher. 

"Q.  After  formation  of  the  sugar  trust  the  price  of  refined  sugar  was  in- 
creased?— ^A.  Slightly  advanced." 

This  testimony  which  I  have  just  read  begins  on  page  109  and  ends  on  page  112. 
I  ask  you  if  you  have  any  explanation  to  make  of  mat? — A.  No;  that  is  penectly 
clear;  I  do  not  see  that  that  needs  any  explanation.  I  stand  by  that,  every  word 
of  it. 

RELATION  OF  SUGAR  TRUST  TO  OTHER  COMPANIES. 

Q.  I  have  a  question  or  two  that  I  would  like  to  ask  the  witness.  One  of  them 
is  whether  or  not  the  American  Sugar  Refining  Company  has  any  interest  in  the 
Mollenhauer  concern? — ^A.  I  prefer  not  to  state  about  that.  That  is  a  little  bit  too 
private. 

Q.  Or  in  the  Nash  Company  at  Boston? — ^A.  Well,  the  same  answer. 

Q.  Or  in  any  of  the  other  refining  companies  that  are  now  refining  sugar? — ^A.  I 
have  stated  that  they  have  an  interest  in  the  Western  Sugar  Refining  Company 
with  Mr,  Spreckels. 

Q.  Now,  you  have  stated  that  you  have  cut  down  the  price  of  coflfee  by  compe- 
tition with  the  Arbuckles? — ^A.  No;  I  said  there  had  been  a  drop  incident  to  me 
large  production. 

Q.  If  you  had  not  gone  into  the  roasting  of  coffee,  or  into  the  coffee  trade,  the 
prooabilities  are  that  it  would  have  remained  still  5  cents  profit  instead  of  2i? — 
A.  Five  cents  profit;  yes. 

Q.  Five  cents  profit  instead  of  2^.  That  has  been  brought  about  by  the  compe- 
tition— that  reduction? — ^A.  Yes. 

Q.  (B^Mr.  Kennedy.)  Can  you  state  whether  your  recent  dividends  have 
been  paid  from  profits  or  from  the  surplus  that  has  been  piled  up? — ^A.  I  am 
unable  to  answer  that. 

Q.  You  do  not  know? — ^A.  I  can  not  answer  any  more  definitely. 

Q.  It  is  true  that  the  wholesale  grocers  make  little  or  no  profit  out  of  the  sugar 
the  V  buy  from  your  company  and  sell  to  the  retailers?— A.  I  think  they  make  very 
little  or  none  now. 

Q.  Very  little? — ^A.  They  did  make  a  little  before  September,  1898,  but  since 
then — since  the  competition  of  the  outside  refineries — ^they  have  been  unable  to 
make  any  profit  of  any  account  out  of  refined  sugar. 

THE  FACTOR  SYSTEM   EXPLAINED. 

Q.  (By  Mr.  Jenks.  )  Will  you  explain  to  us  in  brief  what  your  factor  system  is 
and  how  it  works  at  the  present  time?  That  will  perhajM  bring  that  out  a  little 
more  clearly. — ^A.  On  October  10, 1895,  the  American  company  established  what 
is  known  as  the  equality  plan.  It  continued  in  force  until  about  March ,  1897.  The 
affidavits  under  that  plan  were  discontinued  in  the  State  of  Ohio  for  some  time 
previous  to  March,  1897.  The  x>lan  as  embodied  in  the  papers  herewith  included 
a  rebate  to  the  grocer  of  three-sixteenths  of  a  cent  a  pound,  providing  he  main- 
tained the  price  fixed  by  the  American  Sugar  Refining  Company.    The  competi- 
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tion  resultiivg  from  the  operations  of  the  outside  i>efineries  after  September,  1808, 
rendered  this  plan  inoperative.  Although  the  form  of  selling  sugar  continues, 
the  price  has  he^i  disregarded,  so  that  there  is  no  profit  whatever  under  the  plan. 

,189    . 

The  American  Sugar  Refining  Company, 

P..  O.  Box  No.  e0S6,  New  York  City, 

Gentlemen:  We  are  in  receipt  of  yours  covering  invoice  for  sugar.   We  desire 
to  be  enrolled  as  your  agents  and  to  receive  sugar  on  consignment,  in  accordance 
with  the  terms  of  your  letter,  and  we  hereby  agree  to  faithfully  maintain  the 
terms  and  conditions  therein  provided  on  all  sugar  received  by  us. 
Yours,  truly. 


[The  American  Sugar  Refining  Company.] 

New  York, ,  189    . 

Dear  Sir:  We  inclose  herewith  invoice  of  even  date,  from  which  you  are 
entitled  to  our  usual  deductions  of  1  per  cent  trade  discount  on  100-barrel  lots  and 
1  x)er  cent  for  cash  if  paid  within  7  days. 

Should  you  so  desire,  we  shall  be  pleased,  upon  receipt  of  within  written 
request,  to  constitute  you  one  of  our  agents,  in  which  case  sugar  will  be  con- 
signed to  you  for  sale  as  our  factor,  upon  the  following  terms,  the  title  to  remain 
in  us  subject  to  your  advances  and  return  to  you  of  your  necessarjr  outlay. 

1.  You  are  to  advance  to  us  within  80  days  the  amount  of  the  invoice,  which  will 
be  made  up  at  our  daily  quotations,  less  1  per  cent  trade  discount  on  100-barrel 
lots,  with  the  right  to  deduct  1  per  cent  additional  if  invoice  is  made  cash  in  7 
days;  the  advance  to  be  vdthout  recourse  to,  or  reclamation  upon  us,  and  to  be 
due  in  any  event. 

2.  The  sugar  when  sold  is  to  be  billed  in  your  name,  although  in  fact  as  factor 
for  us,  and  you  shall  without  reclamation  upon  us,  at  your  own  cost,  pay  all 
expenses,  and  assume  all  risks  of  the  property,  and  of  payment  of  collection. 
You  are  not  to  incur  any  expense  on  our  account. 

3.  None  of  the  sugar  shall  be  sold  or  disposed  of  by  you,  either  directly  or 
indirectly,  for  less  than  our  daily  quotations  with  freight  added  from  refining 
point  to  point  of  sale  (as  per  equality  rate  book) ,  nor  on  more  liberal  terms  as  to 
credit  or  cash  discounts. 

So  long  as  the  foregoing  conditions  are  observed  by  you,  we  will,  upon  an  affi- 
davit to  that  effect,  pay  you  a  commission  of  three-sixteenths  of  a  cent  per  pound, 
and  in  addition  thereto  you  shall  retain  the  profit,  if  any,  over  the  advance  made 
as  above  provided.  In  case  of  any  failure  to  comply  with  either  of  the  above 
conditions  no  commissions  will  be  payable.  Settlements  will  be  made  for  each 
month*8  commissions  at  the  expiration  of  3  months  thereafter.  All  commissions 
payable  for  the  neriod  preceding  the  3  months  will  then  become  due.  Payments 
will  only  be  made  as  above. 

This  agency  is  terminable  at  the  pleasure  of  either  party  on  written  notice. 
Yours,  respectfully. 

The  American  Sugar  Refining  Company. 

Bought  by  a  corporation. 

State  of ,  County  of ,  ss : 

,  being  duly  sworn,  says:  I  am  the of  the Com- 
pany. That  company,  as  factor  of  the  American  Sugar  Refining  Company,  claims 
from  the  Sugar  Company  a  commission  of  three-sixteenths  of  a  cent  per  pound 

(less  1  per  cent  where  trade  discount  has  been  allowed) ,  upon pounds  of 

sugar  consigned  Dy  the  Sugar  Company  to  it  by  invoices,  the  dates  of  wnich  cover 

the  period  from to ,  inclusive.    In  compliance  with  the  conditions 

upon  which  the  sugar  was  consigned  to  the  company,  and  to  entitle  it  to  the  com- 
mission I  do  hereby  make  affidavit  that  none  of  the  sugar  mentioned  in  the  said 
invoices  has  been  or  will  be  sold  or  disposed  of  by  the  company,  either  directly  or 
indirectly  for  less  than  the  daily  Quotations  of  the  Ajnerican  Sugar  Refining  Com- 
pany, with  freight  added  from  renning  point  to  point  of  sale,  as  per  their  equality 
rate  Dook,  nor  on  more  liberal  terms  as  to  credit  or  cash  discounts. 

Sworn  to  before  me  this day  of ,  in  the  year  189    . 
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Bought  by  a  firm. 

State  of ,  County  of ,  ss : 

-,  being  dtdy  sworn,  says:  I  am  a  member  of  the  firm  of 


That  firm,  as  factor  of  the  American  Sngar  Refining  Ck)mpany,  claims  from  the 
company  a  commission  of  three-sixteenths  of  a  cent  per  pound  (less  1  per  cent 

where  trade  discount  has  been  allowed) ,  upon pounds  of  sugar  consigned 

by  the  company  to  the  firm  by  invoices,  the  dates  of  which  cover  the  period  &om 

to ,  inclusive.    In  compliance  with  the  conditions  upon  which  the 

sugar  was  cons^ned  to  the  firm,  and  to  entitle  it  to  the  commission,  I  do  hereby 
make  affidavit  that  none  of  the  sugar  mentioned  in  the  said  invoices  has  been  or 
will  be  sold  or  disposed  of  by  the  firm,  either  directly  or  indirectlv,  for  less  than 
the  daily  quotations  of  the  company,  with  freight  added  from  renning  point  to 
point  oi  sale,  as  per  their  equality  rate  book,  nor  on  more  liberal  terms  as  to  credit 
or  cash  discounts. 
Sworn  to  before  me  this day  of ,  in  the  year  189    . 

Q.  Why  did  you  stop  asking  for  an  affidavit?~-A.  Well,  some  of  the  States  passed 
laws  that  counsel  held  it  was  in  contravention  of  and  we  did  not  further  request 
it.  And  then  again  the  plan  never  was  very  successful;  there  were  so  many 
infractions  of  it  that  it  was  really  of  no  practical  effect. 

Q.  (By  Mr.  Kennedy.)  Are  you  interested  in  the  beet-sugar  industry  of  the 
country?— A.  Somewhat  on  the  Pacific  slope;  none  east  of  the  Rocky  Mountains. 

(^.  Do  you  believe  the  time  will  come  when  the  beet-sugar  industry  will  furnish 
this  country  all  the  sugar  it  will  consume?— A.  If  the  people  of  the  United  States 
consent  to  a  burden  of  $40  a  ton  on  imported  sugar,  1  suppose  one  of  these  days 
the  beet-sugar  industry  will  furnish  the  United  States,  providing  Cuba,  Porto 
Rico,  and  the  Philippines  are  not  annexed,  or  their  products  import^  free.  Those 
countries  could  easily  within  the  next  3  years  supply  the  Umted  States  with  all 
the  sugar  they  require  irresx>ective  of  the  supply  irom  the  Hawaiian  Islands  or 
Louisiana. 

Q.  (By  Mr.  Phillips.)  That  is,  cane  sugar? — ^A.  Cane  sugar. 

Q.  (By  Mr.  Kennedy.)  If  that  is  done,  then  the  beetnsu^r  industry  will  have 
to  be  suppressed,  will  it? — A.  It  will  be  relegated  where  it  properly  belongs,  in 
competition  with  the  cane.  I  suppose  if  they  attempted  to  grow  Ijieet  sugar  in 
Alaska  they  would  want  $250  a  ton.  I  do  not  see  why  they  should  not  get  it  the 
same  as  they  do  in  Louisiana,  where  the  natural  condition  of  the  cane  is  above 
the  frost  line. 

Q.  You  stated  this  morning  that  ^rou  believed  in  the  Federal  Government  and 
the  State  governments  keepmg  their  hands  off  with  regard  to  these  matters  of 
trade.  Do  you  believe  in  the  Government  keeping  its  lumds  off  in  regard  to  such 
matters  as  adulterated  food? — ^A.  I  do  not. 

Q.  You  think  that  is  a  proper  place  for  the  Gk)vemment  to  step  in  and  put  its 
hands  on,  do  you? — ^A.  I  certainly  do.  There  is  no  wav  that  the  consumer  can  be 
protected  against  adulterated  food  except  by  law;  trade  conditions  do  not  control 
that. 

Q.  Did  the  American  Sugar  Refining  Company,  or  representatives  of  it  and  of 
the  independent  companies,  recently  go  into  some  sort  of  an  organization  on  that 
line? — ^A.  No;  not  at  all. 

Q.  The  report  to  that  effect  in  the  New  York  Sun  was  not  true,  then? — ^A.  Not 
true  in  any  paper;  not  true  at  all. 

Q.  Does  not  the  American  Sugar  Refining  Company  furnish  coopera^  to  the 
independent  comxxanies  ? — A.  We  furnished  cooperage  to  Arbuckle,  1  beheve,  for 
2  years,  then  an  outside  company  underbid  us,  and  they  do  the  work  now.  The 
trust  is  suffering  now.     [Laughter.] 

LABOR,  WAGES,   AND  CONDITIONS  UNDER  WHICH  LABORERS  WORK. 

Q.  (B^  Mr.  Phillips.)  Do  you  employ  a  large  amount  of  labor  in  the  susar- 
refining  industry,  skilled  or  unskilled,  or  both  ? — ^A.  Almost  exclusively  unsldlled, 
the  lowest  kind  of  labor,  getting  from  $1.85  to  $1.50  a  day — ^Poles,  Bohemians — the 
lowest  class  of  labor  in  the  country. 

Q.  Well,  are  not  the  conditions  under  which  the  labor  is  performed  very  delete- 
rious to  health  ? — A.  No ;  it  is  very  beneficial. 

Q.  Do  they  not  have  to  labor  in  intense  heat? — ^A.  They  do,  but  they  sweat  out 
the  beer  they  drink  and  it  does  them  good.  I  guess  the  percentage  of  injury  in 
the  sugar  refineries  is  less  than  in  any  other  business.  The  vapors  of  sugar  are 
beneficial  to  the  lungs,  and  the  heat  keeps  the  pores  open  and  sweats  them  out — 
keeps  the  heat  out  of  the  system.  I  am  a  physical  illustration  of  the  effects  of 
the  work,  having  worked  in  a  sugar  refinery  myself  for  5  years. 


THE   8UGAB   COMBINATIONS: HAVEMEYER.  129 

Q.  Then  yon  employ  what  yon  consider  the  lowest  class  of  labor ;  and  eyen 
when  yon  are  making  very  large  snms  of  money,  yonr  wages  are  not  high,  are 
they,  compared  with  others?— A.  I  will  tell  yon  what  we  do:  We  employ  the 
labor  as  it  presents  itself  to  the  bar,  and  when  we  find  a  man  that  is  qualified 
physically  to  stand  the  heat  and  do  the  business  we  give  him  10  per  cent  more 
than  he  can  get  anywhere  else,  and  we  keep  him ;  and  I  do  not  think  there  is  on 
record  any  s&ike  whatever  since  the  Sngai*  Trost  has  been  in  existence :  and  it  is 
on  account  of  the  business  principle  again,  that,  having  a  good  man  and  paying 
him  more  than  he  can  get  elsewhere,  you  can  keep  him.  There  is  not  a  man  in 
our  department,  in  my  opinion,  that  can  go  out  of  it  and  earn  as  much  as  he  can 
in  our  refinery. 

Q.  How  many  laborers  does  the  American  Sugar  Refining  Company  employ? — 
A.  Oh,  I  have  not  figured  that  up,  but  I  should  say  at  least  10,000  right  around 
New  York,  Boston,  and  Philadelpnia. 

(^  Do  the  laborers  employed  in  the  refineries,  as  a  rule,  belong  to  the  unions  ? — 
A.  r9^ot  the  unskilled  laborers.  The  skilled  laborers  do— the  carpenters  and 
mechanics ;  but  the  advantage  to  them  in  the  sugar-refining  company  is  that  l^ey 
have  work  the  year  around,  and  we  can  weed  out  the  poor  ones. 

Q.  Is  there  no  way  to  ventilate  the  works  so  as  to  prevent  the  men  working  in 
such  intense  heat  as  they  do? — ^A.  That  is  very  much  ezag^rated.  The  normal 
heat  of  a  refinery  is  90"*;  there  are  places  where  the  sugar  is  dried  where  it  runs 
up  to  110°.  They  rather  like  that  neat;  they  perspire  freely  and  do  not  feel  it. 
lliey  drink  a  great  deal  of  beer,  and  that  tends  to  promote  i)erspiration. 

Q.  Is  it  essential  that  they  work  in  such  heat?— A.  Yes;  t&t  is  part  of  the 
process. 

Q.  You  can  not  cool  the  atmosphere  by  any  artificial  means  and  get  the  results 
you  do? — ^A.  No;  you  can  not  conduct  the  business  under  90°  in  some  departments. 

Q.  I  would  say  this,  that  it  has  been  stated  that  the  sugar-refining  industry 
pays  quite  small  wages,  and  they  work  in  the  heat,  which  is  unhealthy,  and  these 
conditions ^A.  Oh,  that  is  all  false;  that  is  all  false. 

Q.  (By  Mr.  Jenks.)  How  many  hours  a  day  do  your  employees  work  regn- 
larrjr?— A.  In  summer  they  work  ii^hifts  of  8  hours  and  in  winter  they  work  in 
shifts  of  12  hours,  with  2  hours  for jkheir  meals;  in  other  words,  in  summer  they 
work  8  hours  a  day  and  in  winter  tiey  work  10. 

Q.  They  run  day  and  night?— A.  They  run  day  and  night  constantly,  and  there 
is  always  a  great  clamoring  for  overtime. 

J\.  You  say  they  work  8-hour  shifts  in  summer  and  12  hours  in  winter.  What 
erence  do  you  make  in  their  wages  for  the  8  hours  in  distinction  from  the  12- 
hour  shifts? — A.  I  believe  they  get  the  same  wages;  it  is  hotter. 

Q.  (By  Mr.  Ratchford.)  Do  you  find  that  class  of  men  you  name,  Poles  and 
Bohemians,  better  adaptea  to  your  work  than  other  classes  of  labor?-— A.  No; 
they  are  willing  to  work  for  less.  You  can  not  get  an  Irishman  now.  They  can 
generally  get  more  money;  they  do  not  apply  any  more. 

Q.  They  are  willing  to  work  for  less,  you  say? — ^A.  Yes.  The  Irishman  gets 
more;  all  other  classes  get  more. 

Q.  For  common  labor? — ^A.  Yes. 

Q.  Will  facts  bear  that  statement  out,  you  think?— A.  Oh,  I  do  not  think  you 
can  get  a  laborer  for  $1.50  a  day  in  New  York,  24  days  in  a  month— that  is,  $36 
a  month;  I  do  not  know -of  that.    You  have  to  pay  grooms  in  the  stable  $50. 

Q.  Then,  it  is  not  because  they  are  better  adapted  for  the  refining  of  sugar  tliat 
you  employ  them;  you  employ  them  because  they  are  the  cheapest? — A.  Yes; 
because  they  are  the  cheapest. 

Q.  And  with  the  wages  you  pay  them  they  drink  a  great  deal  of  beer? — A.  Yes. 
We  furnish  them  beer  at  cost,  and  they  drink  a  great  deal  of  it,  or  so  much  a 
dav. 

Q.  How  much  a  day? — ^A.  Well,  a  pretty  good  deal,  some  of  them;  I  would  not 
want  to  say  the  exact  fignires. 

Q.  (By  Mr.  Phillips.)  How  much  does  it  cost  each  one  a  day  for  the  beer 
he  dnnks  at  cost — ^the  cost  on  the  average? — ^A.  Oh,  I  would  be  jumping  at  that;  I 
should  think  15  cents. 

Q.  (By  Mr.  Kennedy.)  You  own  your  own  brewery? — ^A.  No.  We  buy  beer  of 
a  certain  standard,  sell  it  by  weight,  and  give  it  to  tne  men  at  cost.  Otherwise 
they  would  be  running  out  to  saloons  and  getting  drunk,  and  be  away  from  their 
work,  and  gambling  their  money  away.  We  do  it  as  a  business  proposition 
again. 

Q.  You  have  been  very  frank  in  some  of  your  statements,  and  I  notice  that  in 
a  xirevious  investigation  you  very  frankly  said  that  you  made  contributions  to 
compaign  funds  on  both  sides.  I  would  like  to  ask  you  whether  or  not  it  is  true 
that  the  American  Sugar  Refining  Company  made  large  contributions  to  the 
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Cuban  caase  previous  to  the  Spanish- American  war? — ^A.  I  do  not  recollect  that 
they  contributed  a  cent.  I  am  quite  sure  we  did  not;  if  we  did,  it  was  some  insig- 
nificant sum.    - 

THE  TARIFF   AND  FORBIGN  COMPETITION. 

Q.  (By  Mr.  North.)  I  would  Kke  to  ask  the  witness  if  he  has  made  any  state- 
ment to  the  commission  as  k»  the  imports  of  refined  sugar  into  this  country? — ^A. 
I  have  not. 

Q.  Will  you  state  what  the  imports  of  refined  sugar  are  at  the  present  time?— 
A.  I  do  not  know.  They  are  a  matter  of  record.  I  should  not  think  they  were 
anything^ 

6.  You  should  think  they  were  nothing?— A.  Yes. 

Q.  In  other,  words,  the  American  Sugar  Refining  Company  does  not  suffer 
from  the'coiiipetition  of  imported  sugar? — ^A.  Not  at  this  immediate  time. 

Q.  Why,  then,  do  you  state  in  the  -paper  which  you  read  before  the  commission 
this  morning  tha^ther^least  protection  refined  sugar  should  have  is  double  what 
it  gets  under ^he?  existing  tariff?— A.  We  get  under  the  tariff  one-eighth.  Sup- 
pose we  are  losing  one-fourth  in  our  business,  we  would  still  want  one-eighth  to 
make  it  good,  would  we  not? 

Q.  Are  you  losing  one-fourth?— A.  I  will  not  say  that. 

Q.  If  there  are  no  imports  of  refined  su^ur  and  consequently  no  competition 
from  foreign  refiners,  is  that  not  sufficient  evidence  that  the  present  tariff  is  high 
enough  to  protect  the  Ajuerican  sugar-refining  interest? — ^A.  It  is  no  evidence 
whatever,  because  competition  with  the  American  goods  opens  up  outside  refin- 
eries; local  men,  not  foreigners. 

Q.  I  do  not  understand  that  answer.  My  question  is,  if  the  American  Sugar 
Benning  Company  has  no  comi)etition  from  foreign  refiners,  is  not  that  fact  suf- 
ficient evidence  that  the  tariff  is  adejtuate?— A.  K  is  no  evidence  whatever. 

Q.  Now,  will  you  tell  the  commission  why? — ^A.  Because  the  competition  itself 
is  local.  If  the  Government  should  nve  us  one-fourth  cent  a  pound  and  ^ve  our 
comi)etitors  nothing,  then  we  would  oe  able  to  live.  If  they  give  Louisiana  $40 
a  ton,  why  do  they  not  give  it  to  us? 

the  tariff  and  local  competition. 

(^.  The  local  competition  has  nothing  to  do  with  the  tariff? — A.  The  local  com- 
petition has  a  great  deal  to  do  with  the  condition  of  the  sugar-refining  industry, 
and  that  is  why  we  do  not  make  any  money. 

Q.  The  tariff  has  nothing  to  do  with  the  local  comi)etition? — A.  I  did  not  say 
it  had. 

Q.  Well,  but  your  answer  implied  that  it  did. — A.  I  do  not  think  it  implied 
anything  of  the  kind. 

Q.  (By  Mr.  Farquhar.  )  What  propNortion  does  the  production  of  Louisiana 
cane  sugar  figure  in  the  wnole  production  of  the  United  States? — ^A.  I  believe  it 
is  about  10  per  cent. 

Q.  That  seems  to  be  the  only  feature  you  have  criticised? — A.  The  Hawaiian 
Islands  another  10  per  cent,  and  then  these  other  beet  sugars  5  per  cent. 
However,  all  of  these  figure  up  how  much  per  cent?— A.  Twenty-five. 
Say  20  per  cent? — A.  Twenty-nve. 

So  you  nave  a  field  for  80  per  cent  yourself? — A.  The  sugar-refining  industry 
has;  yes. 

Q.  I  do  not  mean  that;  I  mean  your  own  business.  I  am  not  talking  about  any 
outside  refineries;  I  am  talking  of  what  you  have  said  this  morning  before  us. 
Do  you  base  all  you  have  said  about  these  matters  and  everything  else  on  this 
question  of  20  per  cent?  Do  you  want  all  this  20  per  cf»nt  abolished  and  placed 
under  the  same  tariff  conditions  that  control  the  80  per  cent? — ^A.  I  have  not 
mentioned  that. 

Q.  I  ask  the  question  as  a  matter  of  business,  would  you? — A.  I  would  not  give 
them  anything. 

raw  suoar  producers  should  have  no  protection  at  all. 

Q.  You  would  not  give  them  anything  at  all? — ^A.  No,  they  are  an  agricultural 
product,  and  if  they  can  not  produce  under  natural  conditions,  I  would  not  give 
them  anything  at  all.  If  you  follow  it  to  its  logical  extent  and  give  Louisiana 
40  per  cent  because  they  claim  it,  why  do  you  not  give  Alaska  $500  a  ton  because 
they  claim  it? 

Q.  Well,  that  is  highly  hyx)othetical. — A.  Then  I  refuse  to  answer  that  question. 
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S.  (By  Mr.  Conobb.  )  Let  us  follow  your  Btatements  to  their  logical  conclosioii, 
then  reverse  them.  If  yon  wonld  not  give  Alaaka  |250,  nor  Lonigiana  $40, 
why  shoold  the  American  refining  industry  have  any,  and  why  should  not  the 
refining  be  done  on  the  other  side  of  the  water? — ^A.  Thereis  no  reason  except  the 
true  one,  and  that  is  just  what  has  been  before  the  American  people,  and  they  voted 
on  it  twice.  They  voted  EEarrison  in  in  the  one  case,  and  McKinley  in  in  another; 
on  a  straight  free-trade  issue,  or  protection,  the  American  i>eople  have  declared 
for  protection.  It  promtes  civilization  in  America;  it  takes  the  poor  man,  gives 
him  good  food,  schools  his  children,  clothes  them,  feeds  them  better,  and  pays 
better  wages.  That  is  the  whole  and  the  entire  point  in  which  the  nation  is  placed, 
so  far  as  tnat  is  concerned.  If  you  can  not  take  sugar  out  of  the  soil  of  America, 
there  is  no  reason  in  the  world  why  you  should  provide  any  tariff  or  comi)en8ation 
which  nature  has  not  provided  for,  and  which  it  has  provided  against. 

Q.  So  far  as  this  protection  is  concerned  that  you  have,  you  want  it  on  your 
industry.  You  have  given  us  a  very  nice  argument  for  protection.  It  seems  to 
me  that  the  lo&dcal  conclusion  from  your  ar^^ument  is  tnat  there  should  be  no 
protection  at  all  ux>on  the  refining  of  sugar,  which  would  remove  the  base  of  opera- 
tion for  refining  to  Europe. — ^A.  My  ar^ment  is,  and  has  been,  that  if  the  Ameri- 
can public  is  going  to  vote  for  protection  on  industry,  they  should  limit  it  to  10 
per  cent.    That  is  my  argument. 

Q.  A  moment  ago  you  said  they  had  limited  it,  that  the  American  people,  I 
think,  voted  in  favor  of  this? — A.  Yes,  to  manufacturers.  I  do  not  object  to 
the  local  men  Retting  a  moderate  protection.  You  asked  me  what  the  American 
people  did,  and  that  is  what  they  aid;  the  American  x)eople  believe  that  a  manu- 
facturer should  have  protection.  Now,  those  who  are  skilled  in  determining  what 
protection  these  x>eopie  should  have,  in  my  opinion,  have  given  them  inordinate 
rates.  I  stand  for  protection;  I  favor  it;  I  have  never  said  anything  against  it;  I 
am  in  favor  of  it. 

Q.  (By  Mr.  Fabquhar.)  You  say  manufacturers.  Of  course  in  that  you  mean 
the  workingman  and  the  middleman  and  all  interested  in  American  industries? — 
A.  I  think  that  the  prox>er  protection  for  all  the  people  should  be  10  per  cent. 

Q.  (By  Mr.  North.)  Are  you  manufacturing  and  selling  sugar  at  a  loss 
to-day?— A.  I  decline  to  answer  that.  That  is  simply  a  matter  of  the  American 
Sugar  Refining  Company. 

Q.  (By  Representative  Livingston.)  You  said  that  you  were  in  favor  of  mod- 
erate protection  on  manufactures.  Why  not  give  a  moderate  protection  to  the 
Producer  of  raw  material  that  comes  into  comi)etition  with  the  foreign  stuff? — ^A. 
should  be  very  happy  to.  I  should  think  that  would  be  the  proi)er  solution  of 
it,  but  I  should  consider  nature  in  the  matter.  If  sugar  can  be  produced  in  Loui- 
siana for  2  cents  a  pound,  I  do  not  see  why  you  would  give  them  2  cents  a 
pound  bounty.  I  should  think  that  reasonable  protection  to  all  industries  is  the 
proi)er  one.  I  think  that  is  what  the  American  voters  have  twice  decided;  but 
those  who  have  had  it  in  their  power,  give  an  inordinate  protection,  and  that  is 
what  I  claim  and  still  maintain  is  the  cause  of  all  this  trust  agitation  and  clamor 
against  it;  and  the  public  are  mulcted  by  it. 

Q.  (Bv  Mr.  Farquhar.)  Has  not  the  bounty  in  Louisiana  been  abolished? — 
A.  The  Dounty  is  abolished,  but  they  get  it  indirectly  in  the  form  of  the  tariff 
on  sugar  of  $40  a  ton. 

Q.  (By  Mr.  North.)  You  made  this  statement  here  this  morning:  ''  Here  you 
have  $24,000,000  extracted  from  the  people  of  the  United  States  lor  the  sake  of 
getting  a  revenue  which  $40  per  ton  on  foreign  sugar  x>rovides.  This  is  merely 
illustrative  of  the  character  of  the  tariff,  every  line  of  it,  and  its  effect  ux>on  the 
people."  Now,  I  would  like  to  ask  you  if  you  are  not  aware  that  there  are  many 
articles  sold  in  this  country  at  prices  considerably  less  than  the  duty  on  these 
same  articles? — ^A.  No;  I  do  not  know  anything  about  it. 

CONDITIONS  IN  THK  PRINT-CIX)TH  INDUSTRY. 

Q.  Are  von  not  aware  that  print  cloths  are  now  selling  for  less  than  the  duty 
on  print  cloths;  that  the  domestic  price  of  the  print  cloths  is  less  than  the  duty  on 
print  cloths? — ^A.  No, 

Q.  Do  you  decline  to  answer  the  question?— A.  No;  I  do  not  decline  to  answer 
it;  give  it  to  me  again. 

Q.  I  ask  you  if  you  are  aware  of  the  fact  that  print  cloths  are  selling  for  a  sum 
less  than  the  duty? — ^A.  No;  I  am  not. 

Q.  Do  you  think,  in  yiew  of  the  fact  that  you  are  ignorant  of  a  point  of  that 
kind,  that  you  ought  to  make  a  statement  such  as  I  have  just  read? — ^A.  Yes. 

Q.  Although  }rou  are  not  aware  of  whether  it  is  true  or  false? — ^A.  What  has 
that  got  to  do  with  that  principle  that  you  have  laid  down?    Where  is  the  print- 
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cloth  trust?  What  is  the  matter  with  them?  Where  are  they  that  they  do  not 
come  in  ont  of  the  wet  and  get  all  of  this  advantage  from  the  tariff?  Yon  are 
talking  about  a  condition  of  things  that  allows  them  to  get  it  and  fleece  the 
public  to  that  extent. 

Q.  I  am  talking  about  the  condition  of  things  that  exists  in  a  great  many  staple 
industries  of  tJiis  country. — ^A.  Well,  they  will  soon  get  on  to  it;  it  Is  progressing 
fast. 

Q.  Do  you  not  think,  in  view  of  the  fact  that  y^ou  made  this  statement  without 
knowledge  and  in  ignorance  of  the  fact,  that  it  would  be  desirable  for  you  to 
withdraw  it? — ^A.  No. 

Q.  I  think  that  if  the  question  and  answer  can  go  together  I  am  i)erfectly  sat- 
isfied to  leave  it  where  it  is.     (No  audible  response  by  the  witness.) 

AN  INCREASE  IN  THE  TARIFF  WOULD  NOT  HELP  THE  SUGAR  TRUST. 

Q.  (By  Senator  Mallort.)  I  xmderstand  that,  in  your  judgment,  a  tariff  of 
one-eighth  of  a  cent  a  pound  on  refined  sugar  is  not  sufficient. — A.  That  is  my 
proposition. 

Q.  There  is  no  money  to  be  made  in  sugar  refining  at  a  tariff  of  one-eighth  of 
a  cent.  I  understand  that  one-fourth  of  a  cent,  m  your  judgment,  would  be 
better. — A.  Yes. 

Q.  There  is  no  foreign  competition,  as  I  understand,  and  the  only  competition 
you  have  is  domestic. — ^A.  That  is,  at  the  moment. 

Q.  At  present.    Now,  what  I  would  like  to  get  at  is  how  would  an  increase  of 
the  tariff  from  one-eighth  to  one-fourth  of  a  cent  enable  you,  under  existing 
conditions,  to  improve  your  business? — ^A.  It  would  not. 
What  increase  would? — ^A.  None. 
No  increase  in  the  tariff  at  all? — ^A.  Not  under  existing  conditions. 

^  (By  Mr.  North.)  Why  do  you  ask  for  it? — A.  For  contingencies.  (Laugh- 
ter.) I  have  nothing  to  conceal  in  the  matter;  why  should  I  ?  Why  should  this 
business  be  carried  on  at  a  loss,  when  it  can  be  carried  on  at  a  profit?  We  want 
to  c€UTy  it  on.    We  do  not  want  to  be  Inundated  with  foreign  products. 

DIVIDENDS  AND  LOSSES. 

Q.  (By  Mr.  North.)  Are  you  now  carrying  on  business  at  a  loss? — A.  I  have 
answered  that  before;  I  have  no  other  answer  to  give  to  it. 

Q.  You  refused  to  answer  it  before. — ^A.  Well,  I  refuse  to  answer  it  now. 

Q.  How  do  you  carry  on  business  at  a  loss  and  still  declare  dividends? — A.  You 
can  carry  on  business  at  a  loss  and  lose  money,  and  you  can  meet  and  declare 
dividendis.    One  is  an  executive  act  and  the  other  is  a  ousiness  matter. 

Q.  (By  Mr.  Phillips.)  Where  do  you  get  the  money , though? — A.  We  may 
borrow  it;  the  sugar  company  has  got  pretty  good  credit. 

Q.  (By  Mr.  North.)  How  may  years  can  the  American  Sugar  Company  keep 
up  that  practice? — ^A.  That  is  a  problem  to  everyone.  We  would  either  buy  or 
sell  the  stock  if  we  knew  that. 

EFFECT  OF  THE  REMOVAL  OF  THE  TARIFF  RESUMED. 

Q.  (By  Representative  Livingston.)  I  understand  that  you  have  practically 
no  foreign  comjHitition  now? — A.  No. 

Q.  Now,  I  want  to  understand  whether,  if  this  one-eighth  was  taken  off,  it 
would  be  detrimental  to  the  interests  of  this  country?  Have  you  taken  that  posi- 
tion?— ^A.  I  think  it  would,  under  existing  conditions,  which  are  ruinous  in  them- 
selves. 

Q.  Now,  I  want  to  know  definitely  whether,  if  we  should  takeoff  the  tax,  throw 
it  overboard,  make  the  importation  of  refined  sugar  free  to  the  world,  your  idea 
is  that  this  country  would  be  the  dumping  ground  of  all  the  refineries  of  the 
world,  and  ruin  your  business  and  destroy  the  labor  you  have  employed,  and  all 
that? — ^A.  Precisely. 

Q.  Now,  how  can  sugar  be  made  in  Germany  from  beets,  or  in  the  Philippines 
from  cane,  or  in  any  other  part  of  the  world  cheaper  than  you  can  make  it  here? 
Is  that  owing  to  the  labor,  or  what  is  it? — A.  Because,  in  the  evolution  of 
sugar  refining,  refined  sugar  can  be  made  directly  from  the  beet  without  the 
intennediatioii  of  the  sugar  refinery. 

Q.  Then  it  is  not  the  cane  sugar  abroad  that  vou  fear  coming  in,  but  the 
beet?— A.  Both. 

Q.  Both? — ^A.  The  cane  now  amounts  to  two-thirds  of  the  total  product. 
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COST  OF  REFININa  LESS  ABROAD. 

Q.  Yon  do  not  mean  that  the  cane  sngar  can  be  refined  abroad  and  shipped  in 
here? — A.  Cheaper  than  it  is  made  in  Lonisiana  and  refined  in  New  York. 
Cheaper  than  yon  can  refine  it? — ^A.  Yes. 
What  is  the  canse  of  that? — A.  Labor  is  cheaper  in  England. 
Well,  there  is  the  cost  of  transportation  to  pay? — A.  That  does  not  amonnt 
to  anything. 

Q.  Insurance  is  heavy? — ^A.  Yon  mnst  recollect  that  they  take  the  prodnct  from 
abroad  merely  at  a  nominal  rate  here  for  nothing  bnt  ballast;  they  expect  to  get 
freight  from  this  side.  The  great  business  in  freight  is  the  exportation  of  merchan- 
dise from  this  country.  We  are  large  exporters.  The  charge  on  freight  to  this 
country  from  either  Antwerp,  Hamburg,  Bremen,  London,  or  Greenock,  is  purely 
nominal.  All  freighters  would  like  a  cargo  of  sugar;  that  comes  in  bags  that 
can  be  compactly  and  conveniently  stowed. 

Q.  You  mean  the  foreign  sugar  imported  comes  in  bags?  I  thought  it  was  put 
in  barrels? — A.  Yes,  altogether  in  bags;  it  is  generally  only  the  American  sugar 
that  is  put  in  barrels. 

Q.  Can  you  give  us  the  rate  from  Hamburg? — ^A.  Not  to-day;  I  can  not;  I  am 
not  famihar  with  it.  There  has  never  been  an  opportimity  afforded  to  the 
American  Sugar  Refining  Company  to  demonstrate  to  a  Committee  of  Ways  and 
Means  the  disadvantages  the  industry  is  under  as  compared  with  foreigners, 
because  there  is  constantly  in  their  mind  the  public  demand  that  something 
should  be  done  to  the  Su^ar  Trust,  no  matter  what  injustice  there  is  in  it.  You 
are  not  acquainted  with  it.    That  is  the  whole  logic  of  the  situation. 

Q.  If  you  were  left  perfectly  free,  would  you  to  willing  to  face  the  situation  if 
you  were  guaranteed  that  the  duty  would  be  taken  off? — A.  Why,  we  should  be 
ruined. 

Q.  You  would?— A.  Absolutely.  Why,  England  can  produce  it.  England  is 
one  of  the  greatest  and  cheapest  sugar-producing  countries.  They  have  free 
sugar  and  in  2  years  they  cut  tneir  refining  industry  from  2,000,000  tons  down  to 
1,000,000;  just  divided  it  in  two. 

Q.  What  is  the  stock  of  a  sugar  company  of  England  worth  as  compared  with 
the  American  Sugar  Refining  Company? — ^A.  It  is  not  worth  anything.  I  do  not 
suppose  you  could  sell  a  sugar  refinery  in  England.  There  is  one  refinery  in  Eng- 
land that  works  a  certain  brand  they  have  and  pays  a  moderate  profit,  but  the 
sugar-refining  industry  is  gone,  absolutely  gone. 

SUOAB  INDU8TBY  BriLT  UP  UNDER  PROTECTION. 

Q.  Was  the  American  sugar  interest  built  up  under  a  system  of  free  trade  or 
protection? — ^A.  Protection.  Why  I  can  recollect  when  I  went  down  to  Washing- 
ton as  an  individual,  as  one  of  the  firm  of  Havemeyer  &  Elder — now  I  want  you 
to  bear  that  in  mind — ^the  invitation  was:  "  Come  in.  What  do  you  want,  a  cent 
a  pound?  You  should  have  it.  Of  course  we  will  give  it  to  you.  You  deserve 
it."  When  I  went  down  there  as  a  representative  of  6  times  the  capacity  of  Have- 
meyer &  Elder,  because  I  was  in  a  corporation,  the  ^eeting  was:  **  Q-et  out  of 
here.  You  can  not  get  anything,  no  matter  what  it  is,  now."  That  is  the  way 
with  every  interest.  That  is  a  fact.  They  simply  draw  this  distinction  between 
what  is  done  by  the  individual,  or  a  firm,  and  a  corporation.  Individual  business 
is  everything,  and  a  corporation  has  nothing  to  do  with  it. 

Q.  I  did  not  mean  to  ask  of  your  particular  enterprise? — ^A.  Oh,  I  thought  you 
did. 

Q.  But  I  asked  you  this  question:  If  the  refining  industry  of  this  country  was 
built  up  under  protection  or  a  free-trade  system? — A.  Protection,  enormous  pro- 
tection. fWithout  the  tariff  I  doubt  if  we  should  have  dared  to  take  the  risk  of 
forming  the  trust.  It  could  have  been  done;  but  I  certainly  should  not  have 
risked  all  I  had,  which  was  then  embarked  in  the  su^ar  business,  in  a  trust  unless 
the  business  had  been  protected  aa  it  was  by  the  tariff.] ' 

Q.  How  about  the  English,  was  that  under  free  trade? — ^A.  They  started  before 
the  beet  culture  became  so  large  as  it  is.  Beets  have  only  been  grown  within  10 
or  15  years.  But  since  they  started  to  cultivate  beets  so  much  in  Germany,  France, 
Austria,  and  Russia  and  extract  the  sugar  from  the  beet  itself  the  importation  of 
beet  sugar  has  ruined  the  industry  in  England.  It  is  an  illustration  of  what  the 
American  people  should  avoid.  Never  allow  a  foreign  country,  if  it  can  possibly 
be  avoided,  to  get  its  nose  into  this  country  and  get  into  its  productions. 

Q.  YHiat  do  you  say  about  the  foreigners  letting  us  get  our  noses  into  their 
country?    Do  you  catch  it  both  ways? — ^A.  Well,  I  should  have  to  think  that  out. 

Q.  That  is  a  rule  that  works  both  ways. — ^A.  Well,  this  question  has  been  before 

'Added  later. 
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the  American  people  twice  and  they  have  voted  on  the  straight  issae  for  protec- 
tion. I  do  not  say  I  am  individually  in  favor  of  protection.  As  an  abstract  prop- 
osition I  do  not  know  bnt  what  free  trade  would  have  as  strong  an  argument  as 
the  other. 

TRUSTS  AN  ADVANTAGB  WHEN  NOT  INORDINATELY  PROTECTED. 

Q.  (By  Mr.  Batchford.)  Taking  your  testimony  as  a  whole  and  analyzing  it, 
it  strikes  me  that  the  existence  of  these  trusts,  large  moneyed  corporations  or  com- 
binations, is  sought  to  be  justified  upon  the  ground  that  such  trusts  or  moneved 
combinations  are  an  advantage  to  all  the  people.  Is  that  correct? — A.  When  they 
are  not  inordinately  protected  under  the  tariff— I  qualify  it — so  that  in  their 
operations  they  can  not  fleece  the  consumer. 

Q.  Very  well.  We  will  take  for  an  illustration,  then,  the  combination  that  you 
are  representing.  It  is  not  inordinatelv  protected  under  the  tariff.  In  one  of 
your  statements  you  say  that  we  have  already  too  many  men  in  business  in  this 
country.    Coupling  those  things  together A.  (Interrupting.)  What  did  I  say? 

Q.  Tliat  we  had  already  too  many  men  in  business  in  this  country. — ^A.  You 
had  better  point  that  out  if  you  are  Koing  to  quote  my  testimony. 

Q.  I  do  not  wish  to  misrepresent  tne  witness  at  all.  He  now  states  that  such  a 
statement  has  not  been  made?—A.  I  do,  emphatically. 

TRUSTS  IN  EVERYTHINO  WOULD  BE  BENEFICIAL  IP  LIKE  THE  SUGAR  TRUST. 

Q.  The  point  I  wish  to  bring  out  is  simply  this,  that  if  it  be  an  advantage  to  the 
American  consumer  to  buy  his  sugar  from  one  trust,  or  combination,  or  company, 
would  it  not  be  an  equal  advantage  to  the  American  consumer  to  buy  his  flour, 
his  coffee,  his  clothing,  and  all  other  articles  of  necessary  use  from  one  combina- 
tion or  company? — ^A.  If  they  were  conducted  on  the  same  business  principles  that 
the  American  company  has  oeen,  I  think  it  would  be. 

Q.  Upon  the^same  business  principles.  I  want  to  ask  the  witness  another  ques- 
tion along  this  line.  Have  you  in  mind,  taking  into  account  your  very  larg^e 
experience,  any  man,  any  company,  any  trust  or  corporation  who  sell  their  wares 
or  goods  in  a  noncompetitive  market  and  who  are  not  getting  the  highest  possible 
price  that  the  consumer  can  afford  to  pay  for  them? — ^A.  Well,  I  do  not  know  the 
gentleman's  name,  but  the  tariff  on  prmt  cloths  is  an  illustration  of  it.  He  said 
that  his  comi>any  was  not  getting  the  tariff  on  print  cloths,  and  I  have  indicated 
to  him  that  if  he  forms  a  trust  that  there  is  nothing  in  the  tariff  bill  that  will 
prevent  him  from  getting  that.  So  there  is  an  instance  of  an  in'dustry  getting 
less  money  than  is  possible. 

Q.  Have  you  any  other  instances? — ^A.  The  philanthropic  work  on  the  part  of 
these  coriKjrations  is  very  seldom,  but  T  think  you  are  perfectly  right  in  tne  idea 
that  they  are  not  in  business  for  their  health,  for  celling  their  product  for  any- 
thing less  than  they  can  get. 

Q.  Is  it  any  more  reasonable  to  believe  that  such  would  be  the  case  than  it  is  to 
beheve  that  the  laboring  men  of  the  country,  if  they  have  the  fixing  of  theii*  own 
wages,  would  fix  that  upon  a  basis  that  would  be  agreeable  to  all? — A.  Oh,  I  do 
not  think  they  could  do  that. 

Q.  Neither  do  you  think  that  the  other  side  could  do  it? — ^A.  What  was  the 
other  side  to  do?  I  was  not  quite  clear  about  that;  what  did  you  say  about  the 
other  side? 

Q.  I  say  neither  do  you  think,  from  what  you  say,  the  other  side,  the  manufac- 
turing people,  could  fix  a  price  that  would  be  equitable  and  just? — ^A.  No. 

Q.  (By  Mr.  Farquhar.)  In  answer  to  that,  you  think  capital  is  just  as  equita- 
ble as  labor? — ^A.  More  so. 

ALL  INDUSTRIES  EXCEPT  SUGAR  REPINING  ARE  INORDINATELY  PROTECTED. 

Q.  You  spoke  of  American  industries  that  were  inordinately  protected  by  the 
tariff.  WiU  you  please  mention  a  few  of  them,  2  or  3  of  them?— A.  I  can  only 
do  it  in  a  general  way,  that  all  those  which  have  a  protection  of  over  10  per  cent 
are  inordinately  protected, 

Q.  Can  you  not  mention  some  business,  as  you  have  a  very  close  acquaintance 
with  the  tariff?  We  have  a  great  many  trustj  being  formed  in  New  Jersey,  and 
people  do  not  know  what  they  are;  and  from  your  wide  experience  I  should  like 
you  to  name  2  or  8  of  the  inordinately  protected  industries  of  America. — ^A.  Well, 
I  have  said  already  that  there  is  only  one  that  is  not,  and  that  is  the  sugar  industry. 
All  the  rest  are.    That  embraces  2  or  8. 
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Q.  All  the  rest,  yon  think,  are? — ^A.  All  the  rest  are;  that  certainly  embraces 
dor  8. 

Q.  Yon  make  a  broad  assertion,  which  is  hardly  as  clear  as  a  good  many  of  your 
answers  have  been  to-day.  Now,  in  your  essay  as  read  here  to-day  and  in  yonr 
testimony,  I  presume  that  you  have  stated  business  propositions;  tnat  you  have 
no  theories  to  advance,  but  that  it  is  the  practical  busmess  of  the  country  that  you 
have  presented  to  us? — A.  Yes.  I  hope  the  commission  will  expunge  everything 
tiiat  is  objec  tionable.     [  Laughter.  ] 

THE  TRUSTS  A  NATURAL  EVOLUTION. 

S.  You  are  aware  that  there  is  a  notion  in  the  country  that  these  companies 
combinations  are  very  much  in  the  character  of  commercial  conspiracies; 
that  is  the  general  opinion  about  tiiists? — ^A.  Yes. 

Q.  You  take  this  view  of  it,  do  you  not,  that  as  a  business  proposition  a  trust, 
or  combine,  or  great  capitalized  association  is  simply  the  survival  of  the  fittest 
in  business? — A.  Precisely. 

9.  Exactly,  and  on  that  you  rest  all  your  political  philosophy,  that  the  best  is 
going  to  win  in  the  long  run? — A.  Yes. 

O.  And  the  most  money  is  going  to  have  the  best  of  it  in  any  market? — A.  I  had 
ratner  have  the  brains  than  the  money. 

S.  You  need  the  brains  and  management  as  well  as  the  money? — A.  Yes. 
.  And  there  ouxht  to  be  an  open  field  for  one  hundred  and  fifty  million  equal 
to  one  hundred  ana  fifty  thousand? — ^A.  Yes;  providing  the  Government  does  not 
step  in  and  say:  '*  My  dear  fellow,  you  are  going  into  ousiness?  Yes.  Whether 
you  need  it  or  not,  I  will  give  you  50  per  cent,  and  I  am  goinjs^  to  give  it  to  you 
whether  you  want  it  or  not.  Go  after  it  and  fieece  the  public  to  that  extent."' 
You  eliminate  that  from  business,  and  hands  off.  Every  fellow  for  himself  and 
the  devil  take  l^e  hindmost. 

Q.  Now,  another  question,  not  so  much  on  business.  Do  you  think  that  when 
you  advocate  these  great  combinations  and  powerful  commercial  bodies,  take  it 
all  in  all,  it  is  serving  the  well-being  of  the  people  of  the  United  States  to  have 
that  class  of  great  associations  in  it?  Does  it  serve  the  well-being  of  all? — ^A.  Elimi- 
nate the  advantages  under  the  tariff  and  it  is  the  proper  thing.  It  furnishes  to  the 
community,  the  mass  of  the  people,  all  products  at  the  cheapest  possible  price, 
and  that  is  what  they  are  interested  in.  if  I  pay  a  man  $1.50  a  day,  and  he  can 
buy  from  a  trust  his  sugar,  his  milk,  his  beef,  or  anything  he  uses  at  prices  in  all 
things  cheaper  than  he  was  able  to  do  before,  he  saves  and  makes  money  as 
against  f orcmg  him  to  buy  from  this  wonderful  individual  you  are  talking  about, 
that  must  be  supported  or  maintained  by  a  wet  nurse  called  the  GK)vemment.  I 
tell  you,  gentlemen,  the  day  of  the  individual  has  passed. 

Q.  (By  Mr.  EIennedy.)  The  wet  nurse  is  the  United  States.  Is  that  what  you 
mean? — ^A.  Yes;  I  call  tne  wet  nurse  over  10  -per  cent  of  the  tariff,  although  I 
still  have  to  go  on  my  8  per  cent. 

Q.  (By  Mr.  Farquhar.  )  That  does  not  seem  to  answer  the  question.  We  have 
in  this  country,  speaking  broadly,  bills  of  rights  that  apply  to  every  individual, 
and  one  man*s  dollar  is  |)ust  as  good  as  another  man's  dollar  unless  there  is  a  lien 
or  a  judgment  back  of  it.  Every  man  has  the  right  to  his  liberty  and  his  pursuit 
of  hap^ness  and  his  business.  Now,  the  broad  question  put  to  the  American 
people  IS  this:  Are  not  the  sreat  combinations  that  you  si>euc  of  against  the  well 
oeing  of  the  people  of  the  United  States  and  the  individuals  that  are  in  business 
of  the  same  character  in  the  United  States? — ^A.  If  the  mass  of  the  people  profit 
at  l^e  expense  of  the  individual,  the  individual  should  and  must  go. 

Q.  You  have  mentioned  the  fact  of  the  consumer  profiting  from  the  lowering 
of  prices.  You  have  also  given  testimony  here  that  you  have  only  lowered  prices 
when  competition  hit  you;  there  was  neither  philanthropy  in  it  nor  sentiment. 
Do  you  mean  to  say  that  about  this? — ^A.  I  tola  you  that  tne  business  of  the  Sugar 
Company  was  conducted  on  lines  that  furnished  the  consumer  cheaper  sugar  than 
he  had  been  getting,  consistent  with  a  fair  profit  on  the  capital  ana  the  extent  of 
the  whole  business,  and  that  we  had  been  seriously  interfered  with  lately  by  the 
competition  of  outside  refineries. 

Q.  (By  Mr.  Kennedy.  )  Has  there  been  any  dangerous  outside  competition? — 
A.  On,  most  dangerous  and  ruinous. 

T 

DIVIDENDS  AND  STOCK  OP  THE  SUGAR  TRUST. 

Q.  (By  Representative  Livinoston.)  Did  you  answer  or  not  the  question: 
What  were  the  dividends  paid  by  your  company;  what  per  cent?  Do  you  mind 
answering  that? — ^A.  The  question  as  to  what  we  have  paid  has  not  been  asked. 
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I  tliink  it  has  averaged  about  10  per  cent  on  the  entire  capital;  7  i>er  cent  on  the 
preferred  and  12  on  the  common;  that  makes  an  average  of  10  on  the  whole. 

Q.  Now  will  yon  mind  going  a  step  further  and  say  what  yonr  profits  for  12 
months  were? — A.  I  wish  I  knew. 

Q.  (By  Mr.  Phillips.  )  Have  yon  stated  the  amount  of  capital  stock  in  the  Amer- 
ican Sugar  Refining  Company? — A.  $75,000,000. 

Q.  (By  Representetive  Livingston.)  One  thing  further.  Did  you  pay  the  last 
dividends  out  of  the  earnings  or  out  of  the  surplus? — A.  1  did  not  mention  that. 

(J.  Do  you  mean  to  say  you  would  not  like  to  answer  that? — A.  1  mean  to  say  that 
1  did  not  mention  it. 

Q.  (By  Mr.  Phillips.  )  Do  you  refuse  to  answer  that  question?— A.  I  think  it  had 
better  remain  as  it  is,  Mr.  Chairman. 

EFFECT  OF  THE  TARIFF  ON  SUGAR  RESUMED. 

Q.  (By  Mr.  Jenks.)  I  want  to  see  if  we  can  bring  out  a  little  more  clearly  your 
views  with  reference  to  the  present  tariff  and  the  tariff  of  one-fourth  of  a  cent  a 
pound  which  you  have  advocated.  Under  present  conditions^  as  you  have  empha- 
sized, there  is  no  foreign  refiined  sugar  imported.  Do  you  think  that,  if  the  price 
here  were  to  go  up,  so  that  you  could  make  what  you  consider  a  fair  profit  for  the 
American  Sugar  Kefining  Compioiy ,  refined  sup^ar  would  be  imported? — A.  It  would 
not  with  a  protection  of  one-fourth  of  a  cent;  it  would  otherwise,  I  think. 

Q.  You  think  it  would  with  a  protection  of  one-eighth  of  a  cent? — A.  Yes. 

Q.  That  was  the  point,  I  think,  that  was  suggested  before.  Now  is  it  the  com- 
petition that  has  forced  prices  down  so  low? — A.  Local  competition,  yes. 

Q.  The  basis  on  which  you  fixed  the  price  of  sugar  so  as  to  return  to  the  Amer- 
ican Sugar  Refining  Company  one-fourth  of  a  cent  profit  (which  vou  said  was 
your  general  principle) ,  was  what  you  thought  in  the  long  run,  taking  possible 
comx)etitors  into  account,  would  pay  to  the  American  Sugar  Refining  Company 
the  greatest  net  returns? — ^A.  Precisely. 

methods  of  CONTROLLING  TRUSTS  OR  INDUSTRIAL  COMBINATIONS. 

Q.  We  have  in  connection  with  the  railway  system  of  the  country  the  Inter- 
state Commerce  Commission,  and  we  have  reports  made  to  them  with  reference 
to  the  condition  of  the  business  of  the  different  railroads.  Can  you  give  any  rea- 
son why  your  business  should  not  be  made  as  open  to  the  public  as  is  the  business 
of  any  railroad?  lam  not  asking  now  for  a  technical  legal  answer,  but  for  an 
answer  on  general  business  principles,  the  economic  basis. — ^A.  There  is  always  an 
aversion  on  the  part  of  business  men  to  expose  their  business  to  the  advantage  of 
comx)etitors,  ana  it  is  most  probable  that  in  case  they  did  give  the  Government 
an  opportunity  to  examine  their  books  their  condition  and  methods  would  leak 
out  to  the  injury  of  themselves  and  the  advantage  of  their  competitors. 

Q.  Would  they  be  likely  to  be  injured  any  more  than  the  railroads  are?— A.  Yes; 
railroads  i*un  in  certain  districts.  It  is  difficult  to  get  a  competing  charter. 
Refineries  can  be  built  anywhere  at  any  time. 

Q.  Simply  because  railroads  are  more  of  a  natural  monopoly  than  refineries? — 
A.  Yes;  tnat  is  the  way  to  put  it. 

Q.  Not,  you  think,  tnat  the  people  as  a  whole  have  any  less  interest  in  a  sugar 
refinery  as  a  consumer  than  they  have  in  a  railroad? — A.  I  think  people  as  a  whole 
have  more' interest  in  articles  that  are  a  matter  of  food  than  they  have  in  matters 
of  transportation. 

Q.  So  that,  from  the  standpoint  of  the  general  public  interest,  if  that  can  count 
for  anything,  there  is  more  reason  why  tne  Government  should  get  reports  from 
the  American  Sugar  Refining  Company  than  from  the  railroads? — A.  I  think  it 
possibly  follows  that  where  a  corporation  like  the  Sugar  Company,  or  any  other 
large  food  producer,  takes  on  a  quasi-public  character,  there  is  more  reason  why 
the  public  should  know  in  reference  to  it. 

Q.  You  do  not  consider,  then,  that  the  American  Sugar  Refining  Company  is 
of  a  quasi-public  nature? — A.  Well,  as  far  as  that  is  concerned,  considered  from 
the  public  standpoint,  it  is  within  their  power  so  to  consider  it  whether  I  want  to 
or  not.  The  power  is  there,  and  I  have  always  maintained  that  we  got  this  pro- 
tection law  in  the  confidence  imposed  in  the  American  public,  and  they  had  the 
power  to  maintain  or  destroy  it.  If  we  could  ever  get  beyond  the  senseless  clamor 
against  tfusts,  and  could  get  the  proper  treatment  of  them  into  the  deliberate 
consideration  of  those  who  have  the  matter  in  charge,  I  think  the  industry  would 
be  treated  fairly.  But  votes  v^ill  knock  out  framers  of  bills  any  time,  and  the 
votes  have  always  been  against  us. 
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S.  Tonr  own  deliberate  judgment  is  that  if  the  inspection  conld  be  made  fairly 
honorably  of  the  books  of  all  corporations  that  are  of  this  general  nature, 
and  if  reports  should  be  made  regularly,  vt  would  be  for  the  benefit  of  the  i)eople 
and  presumably  for  that  of  the  corporations  concerned? — ^A.  It  would  be  the  means 
of  ^ving  those  who  had  legislation  in  charge  some  more  accurate  data  upon 
which  to  base  their  judgment  and  votes,  and  I  really  believe  that  until  some  such 
course  is  adopted  inaustries  in  this  country  are  in  ver^  great  danger  of  verv  rad- 
ical chan^^.  If  the  Republican  party,  while  it  is  m  power,  would  graaually 
reduce  this  inordinate  protection  that  prevails,  it  would  be  a  very  wise  tning. 

THE  EFFECT  OF  THE  TARIFF  ON  TRUSTS  RESUMED. 

Q.  (By  Representative  Livingston.)  I  gather  this  to  be  the  sense  of  your  state- 
ment, that  we  have  got  protection  so  much  from  foreign  competition  that  it  has 
bred  a  species  of  domestic  competition  to  the  extent  that  it  is  about  to  smother 
the  whole  business. — ^A.  That  applies  to  the  sugar  business. 

Q.  I  understand.  I  want  to  ask  you  if  it  appues  to  every  other  protected  indus- 
try in  the  country;  if  it  applies  to  the  Oil  Trust,  to  all  the  trusts,  every  one  of  them? 
If  I  understand,  the  Sugar  Trust,  the  Oil  Trust,  and  every  other  trust  that  is 
under  the  protective  system  in  this  country  has  been  bolsteI^ed  up  against  foreign 
competition  until  they  have  built  up  a  domestic  competition  whicn  will  absolutely 
throttle  every  one  of  them? — ^A.  Unfortunately,  you  know,  the  trusts  intervene 
there  and  knock  that  argument  out. 

8.  Is  not  that  the  difficulty  you  are  laboring  under  to-day? — ^A.  Oh,  precisely. 
.  Now  if  Rockefeller  were  here  I  would  a^  the  same  question  and  ne  would 
answer  the  same  as  you  do? — ^A.  Well  Rockefeller  does  not  benefit  by  the  tariff 
at  all.  I  have  got  the  tariff  bill  here  and  I  looked  it  up  this  morning,  and  there 
is  no  tariff  on  petroleum. 

Q.  You  complain  that  you  are  not  making  money.  The  time  was  when  you 
did  make  money.    That  is  true? — ^A.  Yes. 

Q.  Is  it  the  truth  that  under  the  protective  system  of  our  GK)vemment  foreign 
competition  has  been  so  fought  back  and  kept  back  that  there  has  been  such  a 
margin  of  profit  at  home  that  we  have  been  crippled  or  kept  back  from  competing 
with  them  only  by  this  competition  at  home?  Is  not  that  the  trouble  with  the 
whole  business?— A.  UndouDtedly;  but  trusts  intervene  and  correct  it  to  the 
extent  of  the  tariff. 

Q.  7ou,  then,  take  the  position  that  a  trust  can  intervene  also  and  take  the 
place  of  the  tariff? — A.  No,  no;  you  and  I  fight  each  ot^er  to  death  under  a  pro- 
tective tariff.  Now,  we  get  a  protection  of  5  cents  and  we  heal  our  differences 
in  5  minutes. 

Q.  In  other  words,  by  combination  you  get  rid  of  the  trouble? — A.  By  the  trust; 
that  is  what  these  comoinations  are  calleoL,  aggregations  of  capital  which  are  usu- 
ally known  as  trusts. 

Q.  I  put  those  two  things  together,  first  that  the  protective  system  has  brought 
sucn  domestic  comx)etition  that  you  are  compelled  to  form  a  trust  to  keep  each 
others'  throats  from  being  cut? — ^A.  That  is  just  the  case  with  sugar.  Have  I 
not  just  told  you  that  prior  to  the  formation  of  the  Sugar  Trust  18  companies  went 
out  of  business,  failed,  were  ruined,  and  that  is  the  advantage  of  the  tariff?  But 
if  you  do  not  stick  to  real  protection  in  itself,  but  give  these  producers  40  to  60 
-per  cent,  then  they  are  bent  on  mulcting  the  pubuc.  The  great  trouble  is  the 
tariff,  and  there  you  are. 

Q.  (By  Mr.  Jenks.)  I  judge  from  your  answer  to  Colonel  Livingston's  question 
with  reference  tQ  the  gradual  reduction  of  the  tariff  that  you  possibly  did  not 
mean  in  your  statement  that  10  per  cent  was  to  be  taken  literally,  applying  all 
the  time? — A.  I  mean  that  10  per  cent  expresses  the  real  difference  between  tlie 
cost  here  and  abroad.  I  had  to  fix  some  figure,  and  1  said  about  10,  because  I 
believe  that  is  so.  In  some  cases  it  might  be  15  or  20,  and  I  said  in  sugar  it  is  8; 
but  I  did  not  mean  to  propose  anything  to  be  introduced  into  tariffs  that  are 
going  to  be  radical  or  mjjurious.  There  should  be  enacted  into  law  now  some 
remedy  against  this  inordinate  duty  or  protection. 

Q.  Ana  speaking  broadly,  you  thmk  10  per  cent  would  be  as  near  it  as  anything 
that  can  be  stated  in  general  terms?— A.  Yes. 

METHODS  OF  CONTROLLINa  TRUSTS  RESUMED. 

Q.  One  word  further  with  reference  to  the  question  of  publicity.  If  I  under- 
stood you  correctly,  you  would  yourself  favor  any  bill  that  should  be  introduced 
that  would  provide  for  public  reports  of  all  corporations  if  you  thought  the  law 
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would  be  administered  fairly  and  honestly? — ^A.  Well,  that  requires  more  thoxight 
than  I  am  able  to  give  it  at  the  moment.  Of  course  my  indiTidaal  opinion  might 
be  one  thing,  and  as  a  representative  of  the  American  Ck>mpany  without  being 
charged  with  x>ermi88ion  to  make  any  statement,  it  might  be  another.  I  can  see 
no  real  harm  in  exposing  the  affairs  of  a  corporation  to  governmental  inspection, 
providing  some  means  can  be  provided  to  protect  that  exposure  from  the  advan- 
tage of  the  competitors. 

Q.  (By  Mr.  Farquhar.)  Ton  would  say  that,  on  the  same  line  as  bank  exam- 
iners do  their  work,  the  credit  of  the  concern  should  not  be  given  away,  nor  its 
manner  of  doin^  business,  but  an  examination  as  to  the  character  of  the  business 
proper  itself  is  right;  is  not  that  it?— A.  I  will  state  broadly  that  where  a  corpora- 
tion is  dealing  particularly  in  things  that  are  essential  to  the  benefit  of  mankind — 
clothing,  fuel,  oil,  su^ar,  rice,  food — anything  which  is  peculiarly,  as  I  have 
described  it,  of  a  quasi  public  character,  it  would  be  beneficial  to  the  public  to 
have  them  all  under  governmental  superintendence. 

Q.  (By  Mr.  North.)  Will  you  answer  one  question  more?  Do  you  export  any 
product  of  the  Ajnerican  Sugar  Refining  Company? — A.  We  export  molasses. 

Q.  No  sugar? — A.  No  sugar. 

Testimony  closed. 


Washington,  D.  C,  June  15, 1899. 

TESTIMOSY  OF  JAMES  S.  JAB7IE. 

The  commission  met  at  2  o*clock  p.  m.,  June  15, 1899,  Second  Vice-Chairman 
Gfirdner  presiding.  Mr.  James  N.  Jarvie,  71  Water  street,  New  York  City,  was 
sworn  and  testified. 

S.  (By  Mr.  Jenics.)  Will  you  be  kind  enough  to  give  your  full  name  and 
ress  to  the  reporters? — ^A.  James  N.  Jarvie,  and  my  summer  address  is  Glen- 
ridge,  N.  J, 
Q.  And  your  business  address  is? — ^A.  71  Water  street.  New  York  City. 

MEMBER  OF  THE  FIRM   OF  ARBUOKLE  BROTHERS. 

Q.  You  are  engaged  in  the  sugar-refining  business? — ^A.  That  is  one  of  the 
departments  of  our  business. 

Q.  You  are  a  partner  in  the  firm  of  Arbuckle  Brothers? — ^A.  I  am  a  i)artner  in 
the  firm  of  Arbuckle  Brothers. 

Q.  How  long  have  you  been  engaged  in  the  sugar-refining  business? — A.  Prac- 
tically since  18^7;  that  is,  we  started  to  build  a  refinery  in  January,  1897 — ^plans, 
etc. 

Q.  When  did  you  begin  to  put  the  product  on  the  market? — ^A.  Augpist,  1898. 

THE  MAROIN  BETWEEN  RAW   AND  REFINED  SUGARS. 

Q.  At  the  time  you  started  to  build  a  refinery  and  for  some  time  before  what  had 
been  the  margin  between  raw  and  refined  sugars? — A.  About  90  points. 

Q.  And  what  has  been  the  margin  since  you  began  putting  your  product  on  the 
market? — A.  When  we  started  to  sell  sugars  the  margin  was  between  80  and  90 
points;  since  we  have  been  selling  sugars  the  margin  has  gotten  down  as  low  as 
82  points;  to-day,  or  yesterday,  it  was  51  points. 

Q.  About  what  time  did  tms  cutting  in  prices  begin? — A.  I  should  say  in  Sei>- 
tember,  1898. 

Q.  Very  soon  after  you  began  putting  your  product  on  the  market? — A.  Yes. 

Q.  Did  you  begin  cutting  in  order  to  dispose  of  your  product? — ^A.  I  don't  think 
we  did.    We  followed  the  prices  made  by  tne  American  Sugar  Refining  Company. 

Q.  You  have  done  that  regularly — let  them  fix  the  prices,  you  following? — A. 
We  have  done  that  regularly,  with  perhaps  an  exception.  Where  we  knew  they 
were  cutting  prices  secretly  we  made  the  price  an  open  one. 

Q.  But  you  nave  never  made  a  price  lower  than  their  open  market  price,  unless 
you  had  reason  to  believe  they  were  cutting  secretly? — ^A.  No,  never. 

THE  MARGIN  NECESSARY  FOR  A  PROFIT. 

Q.  About  what  do  you  consider  the  margin  between  raw  and  refined  sugar  nec- 
essary for  a  sugar  refinery  to  make  a  profit?  What  is  the  lowest  margin  on  which 
one  can  reiine  sugar  and  get  out  even,  without  losing  money? — ^A.  Well,  I  will 
have  to  say  from  50  to  60  points. 
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8.  There  is  more  or  less  variation  in  the  cost  of  refining? — ^A.  Yes. 
.  What  are  some  of  the  circmnstances  that  affect  that? — A.  Well,  generally 
the  amount  that  a  refinery  turns  out  compared  with  what  they  can  turn  out. 

Q.  Speaking  senerally,  then,  you  would  say  that  when  the  margin  gets  below  50 
cents  a  hundred  the  presumption  is  that  the  refineries  are  running  at  a  loss? — ^A. 
Yes. 

Q.  At  the  time  that  you  started  in  with  your  refining  business  you  said  the  mar- 
gin was  in  the  neighborhood  of  80  to  W? — ^A.  Yes. 

Q.  With  the  margin  at  85  or  M,  you  would  say  that  the  margin  of  profit  is 
about  how  much? — A.  Well,  if  it  costs  50  to  60  centa  to  refine,  it  would  be  the  dif- 
ference between  that  and  85  x>oints ;  that  would  be  from  25  to  85  points. 

Q.  What  do  you  mean  by  a  point? — A.  One  one-hundredth. 

Q.  The  fair  presumption  would  be,  then,  that  while  the  American  Supu*  Com- 
pany were  selling  sugars  with  the  margin  from  85  to  90  they  were  makmg  some- 
what more  than  onenquarter  of  a  cent  profit? — ^A.  I  cannot  answer  that  question. 
I  do  not  know  what  it  costs  them  to  refine. 

Q.  Since  you  have  been  running  your  refinery  have  you  been  in  conference  with 
the  American  Company  with  reference  to  consolidation,  agreements  on  prices,  and 
soon? — A.  No. 

COST,  CAPACITY,   AND  OUTPUT  OP  REFINERIES. 

Q.  In  order  that  one  may  be  able  to  make  a  fair  judgment  with  reference  to 
capitalization,  it  is  necessary  to  know  something  with  reference  to  the  cost  of 
building  refineries.  What,  in  your  judgment,  at  the  present  time  would  be  the 
cost  of  building  a  modem  up^to-date  refinery  that  would  be  able  to  melt  a  million 
pounds  a  day? — A.  I  should  say  $2,000,000;  but  the  location  of  the  building  would 
change  that  somewhat.  If  the  buildings  are  on  the  river  front,  of  course  it  is 
more  expensive  to  get  foundations,  and  that  mi^ht  be  changed,  owing  to  locations. 

Q.  In  this  estimate  of  $2,000,000  you  are  not  mcluding  the  real  estote? — A.  No. 

Q.  About  how  many  barrels  of  output  would  that  be — ^a  million  pounds  melt- 
ing?—A.  About  3,000  barrels. 

Q.  (By  Representative  Livingston.)  He  does  not  say  whether  that  is  daily, 
weekly,  or  monthly,  or  what. 

Q.  (By  Mr.  Jenks.)  I  had  spoken  of  the  daily  output;  you  mean  about  8,000 
banrels  a  day? — A.  Yes. 

Q.  The  American  Sugar  Refining  Company  was  made  up  of  a  number  of  differ- 
ent establishments  working  in  harmon^r.  In  your  judgment,  are  there  any  special 
advantages  as  regards  the  cost  of  refining  from  a  number  of  separate  estaolish- 
ments  working  together? — A.  Under  some  conditions  there  might  be. 

Q.  For  example?— A.  But,  if  you  want  to  compare  it  with  our  business 

Q.  That  is  perhaps  the  most  definite  way;  yes. — A.  I  don't  think  they  can  refine 
sugar  and  sell  it  any  cheaper  than  we  can. 

Q.  Your  establishment,  you  would  say,  then,  is  large  enough  and  so  equipped 
that  you  can  have  all  the  advantages  from  division  of  labor,  and  so  on,  that  tney 
can?— A.  We  think  it  is. 

Q.  Can  you  give  us  any  information  with  reference  to  the  present  tariff  on 
sugar,  as  to  whether  it  is  sufficient  to  cover  the  difference  between  the  cost  of 
refining  abroad  and  the  cost  of  refining  here? — A.  Well,  I  have  been  too  short  a 
time  in  the  business  to  express  an  opinion  on  that.  I  should  prefer  to  have  others 
speak  on  that  who-have  been  in  the  business  longer  than  we  nave. 

THE  COST  OF  REFINING  8UOAR. 

Q.  Are  you  familiar  with  the  cost  of  refining  abroad? — A.  I  am  not. 

Q.  (By  Representative  Livingston.)  What  is  the  cost  of  refining  sugar  in  your 
plant? — A.  I  would  rather  not  answer  that. 

Q.  But  I  want  you  to  answer  it.— A.  I  think  that  is  giving  our  comi)etitors  an 
advantage  that  you  should  not  ask  us  to  do.  I  have  answered  the  question  that 
we  could  refine  sugar  and  sell  it  as  cheaply  as  the  American  Sugar  Refining  Com- 
pany, and  I  think  that  should  be  sufficient. 

Q.  Why  not  answer  the  question  as  to  what  it  costs? — A.  Is  not  that  sufficient 
answer? 

S.  No,  sir;  it  is  not.— A.  Then  I  can  not  give  it  to  you,  sir. 
.  You  said  that  it  costs  no  more  in  your  plant  than  it  does  in  the  Havemeyer 
plant.    They  can  not  have  any  advantage  or  any  answer  you  might  make  to  this 
question.     Why  not  answer  it?— A.  Because  we  might  be  doing  it  for  less  than 
tney  were  doing  it;  that  would  be  an  advantage. 
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Q.  Suppose  they  were? — A.  I  don't  think  it  is  necessary  to  make  our  bnsiness 
public;  we  are  not  a  corporation;  we  are  a  firm. 

Q.  I  understood  you  to  say,  in  answer  to  a  question  by  Mr.  Jenks,  that  there 
never  had  been  any  attempt  to  reconcile  the  difference  oetween  the  Arbuckles 
and  Havemeyer  combination.  Is  that  your  answer? — ^A.  Well,  I  dont  think  he 
put  it  exactly  that  way;  did  he? 

Q.  I  put  it  that  way. — A.  We  have  had  50  people  make  the  attempt  we  pre- 
sume, for  stock- jobbing  purx)Oses.  Arbuckle  Brothers  are  in  the  sugar  business 
to  stay  in  the  business. 

Q.  I  understood  that;  but  so  are  the  American  in  the  coffee  business  to  stay, 
too.  Now,  what  is  the  basis  of  settlement  between  you  two? — ^A.  We  have  no 
basis  of  settlement. 

THE  COFFEE  BUSINESS. 

Q.  (By  Mr.  Jenks.)  Perhaps  you  will  tell  us  with  reference  to  the  coffee  busi- 
ness, since  the  American  Sug^r  Refining  Company  went  into  it,  what  the  prices 
of  green  and  roasted  coffee  in  the  form  in  which  you  sell  it  were  at  the  time  you 
went  in  and  what  the  prices  are  now,  and  what  has  been  the  apparent  effect  on 
the  business  of  the  American  Sugar  Refining  Company  going  into  it.  Will  you 
be  kind  enough  to  make  a  brief  statement  covering  that  question? — ^A.  The  Amer- 
ican Sugar  Refining  Company,  we  believe,  bought  the  Woolson  Spice  Company 
in  January,  1897,  or  December,  1896.  The  price  of  roasted  coffee  at  that  time  was 
about  15  cents;  the  price  of  green  about  10  cents — that  is,  the  grade  it  is  presumed 
they  were  using.  The  price  to-day  of  roasted  is  8i,  and  the  grade  they  are  using 
is  aoout  6  cents — grade  of  green  coffee.  Now,  our  price  of  roasted  at  that  time 
was  15  cents,  and  the  grade  of  green  we  are  using  is  now  more  than  6  cents  in 
value.  Our  price  for  roasted  is  9  cents;  but  it  is  only  fair  to  state  that  it  was  not 
the  so-called  coffee  war  that  reduced  the  price  of  coffee. 

Q.  What  was  it? — A.  Why,  it  was  the  increased  production  of  coffee  all  over 
the  world.  The  coffee  crops  have  increased  from  11,000,000  to  about  15,000,000 
bags  in  the  last  3  years. 

Q.  That  would  reduce  the  price  of  green;  how  about  the  margin  between  green 
and  roasted? — A,  On  percentage  there  is  very  little  difference;  that  is,  6  cents  for 
green  and  9  cents  for  roasted  is  50  per  cent;  10  cents  for  green  and  15  cents  for 
roasted  is  50  per  cent.  You  must  bear  in  mind  that  a  pound  of  green  coffee  only 
turns  out — or  100  pounds  of  ^een  coffee  only  turn  out  o4  pounds  of  roasted  coffee, 
and  there  are  other  things  with  reference  to  the  manufacture  the  prices  of  which 
are  fixed. 

S.  How  about  the  profits  at  the  present  time  as  compared  with  what  they  were 
ier,  at  the  time  the  American  sugar  Refining  Company  went  into  the  busi- 
ness?— ^A.  Much  less. 

PRESENT  CONDITION  OF  THE  SUGAR  BUSINESS. 

Q.  (By  Mr.  Kennedy.)  May  I  ask:  Are  the  Arbuckle  Brothers  making  money 
now  out  of  the  sugar  business? — ^A.  If  you  mean  to-day,  I  can  not  tell  you  that. 
I  have  answered  that  it  took  50  to  60  points  of  a  marg^in  between  raw  and  refined 
to  make  a  profit  on  sugar.  Now,  the  margin  to-day  is  50  i>oints,  but  it  has  only 
been  that  for  the  last  week. 

Q.  (By  Mr.  Jen?s?)  Before  that? — A.  Before  that  it  was  40  points  and  a  few 
weeks  prior  to  that  it  was  82  points,  so  it  is  rather  a  difficult  question  for  me  to 
answer. 

Q.  For  about  how  long  a  time  has  the  margin  been  below  50  points? — ^A.  I 
should  say  several  months. 

Q.  (By  Mr.  Kennedy.)  Then  as  the  American  Sugar  Refining  Company  is  pay- 
ing dividends  on  a  large  overcapitalization,  is  it  not  very  probable  that  it  is  losing 
money  to-day  in  the  sugar  business? — A.  I  do  not  want  to  say  anything  about  the 
American  Sugar  Refining  Company;  I  know  nothing  about  It  beyond  published 
reports;  we  have  no  connections  with  them  whatever  and  know  nothing  about 
their  business  other  than  their  being  competitors. 

Q.  (By  Representative  Gardner.  )  As  an  abstract  question,  you  would  say  that 
a  company  refining  sugar  at  this  time  and  selling  it  at  80  to  40  points  above 
the  cost  of  the  raw  were  losing  money,  would  you  not? — ^A.  I  am  under  that 
impression. 

Q.  (By  Mr.  Jenks.)  About  what  is  your  output  in  barrels  per  day? — ^A.  At 
this  time  from  2,800  to  3,500  barrels. 

Q.  (By  Mr.  Kennedy.)  What  is  your  capacity? — ^A.  Under  favorable  condi- 
tions, about  4,000  barrels. 
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Q.  Can  you  state  anything  about  the  ontput  and  the  capacity  of  other  inde- 
pendent refineries? — A.  I  can  not;  I  can  not  say  what  their  ontput  is  or  their 
capacity.    I  don't  know. 

Q.  Do  you  believe  that  the  American  Sugar  Refining  Company  has  an  output 
of  90  per  cent  of  the  consumption  of  the  country? — ^A.  I  heard  it  was  so  stated 
here  yesterday. 

Q.  I  want  to  ask  your  opinion  about  it. — ^A.  I  don't  think  they  have;  but  of 
course  I  don't  know. 

Q.  (By  Representative  Liyinqston.)  What  per  cent  of  the  output  do  you  send 
out? — ^A.'  You  mean  to  say  the  output  of  the  country? 

Q.  The  consumption. — A.  The  consumption  of  sugar  is  supposed  to  be  about 
2,000,000  tons.  It  will  vary  from  that  this  year;  tixe  consumption  seems  to  be 
larger  than  last  year. 

Q.  What  percentage  of  that  do  you  put  out? — ^A.  If  we  have  a  capacity — do  you 
mean  to  say  capacity  or  what  we  are  really  selling? 

S.  What  you  do,  not  what  you  can  do. — A.  We  refine  as  much  as  we  can  sell. 
.  (By  lldx.  Jenks.)  Do  you  recollect  about  how  much  it  was  last  year? — A.  I 
can  not  tell  you  that. 

Q.  (By  Mr.  Ratchford.)  I  would  like  to  asl^  the  witness  as  to  where  he  finds 
a  market  for  his  product — western  markets  entirely? — ^A.  No;  all  over  the  coun- 
try, east  of  the  Rockies;  it  depends  entirely  upon  railroad  rates  of  freight. 

Q.  In  your  market,  then,  extending  all  over  the  country,  you  meet  in  competi- 
tion the  product  of  all  other  refineries  in  the  country,  do  you? — ^A.  It  depends 
upon  the  rates  of  freight  entirely.    We  have  sold  sugars  in  San  Francisco. 

NO  FOREIGN  COMPETITION  AT  PRESENT. 

Q.  Do  you  come  in  competition  with  the  products  of  foreign  countries? — ^A. 
Yes;  when  they  are  here. 

Q.  When  are  they  here?  Where  do  you  meet  them? — ^A.  The  margin  between 
raw  and  refined  has  been  so  small  that  there  has  been  no  foreign  refined  sugar 
here  this  year. 

Q.  Then  you  are  not  affected  in  your  sugar  business  by  any  foreign  competi- 
tion?— ^A.  The  margin  has  been  so  small  that  it  has  been  impossible  for  foreign 
refined  sugars  to  come  in. 

Q.  (By  Mr.  Jenks.)  Do  you  recollect  about  what  the  margin  was  at  the  time 
the  last  foreign  sugar  was  coming  in? — A.  I  can  not  tell  you. 

Q.  You  have  not  that  in  memory? — A.  No. 

WHY  the  ARBUCKLES  WENT   INTO  THE  SUGAR  BUSINESS. 

Q.  Is  not  the  house  of  Arbuckle  Brothers  a  general  grocery  house? — A.  Arbuckle 
&  Co.  was  the  original  house  of  Arbuckle  Brothers.    Thej[  started  a  wholesale 
grocery  in  Pittsburg  in  1858.    They  came  to  New  York  in  1870  and  made  a 
specialty  of  coffee,  of  roasted  coffee  in  pound  packages. 
You  have  the  Pittsburg  house  yet?— A.  Yes. 
It  is  a  general  wholesale  grocery  house? — A.  Yes. 

You  went  into  the  sugar-refining  business  simply  as  an  auxiliary  or  adjunct 
to  your  general  trade? — A.  We  went  into  the  general  sugar-retining  business 
because  in  our  coffee  business  we  had  bought  a  machine  for  filling,  packing,  and 
weighing  coffee,  and  we  thought  we  could  adopt  the  same  for  sugar.  We  started 
to  Duy  sugar  from  the  refineries,  from  the  different  refineries  in  1893  or  1894,  to 
develop  that  industry.  We  ran  it  for  3  or  4  years,  and  found  we  could  not  make 
any  money  out  of  buying  sugar  from  the  refineries  and  putting  it  up  in  that  way 
and  then  selling  again  to  wholesale  grocers,  as  we  had  to  compete  with  other 
refineries  as  to  price,  etc.,  and  we  came  to  the  conclusion  that  the  only  way  to 
make  any  money  was  to  build  a  refinery  of  our  own. 

On  accoimt  of  this  patent? — A.  Yes;  which  we  did. 
Are  you  the  exclusive  owners  of  that  patent? — ^A.  Yes,  we  are. 
^    Have  you  had  offers  from  competing  companies  to  take  a  share  in  the  patent 
itself?-— A.  l^,sir. 

Q.  Did  the  American  Company  ever  make  you  any  offer  at  all  for  the  use  of 
that  patent?— A.  Not  that  I  am  aware  of. 

Q.  The  use  of  this  patent  gives  you  a  considerable  margin,  does  it  not? — ^A.  No, 
it  does  not. 

Q.  But  for  your  own  trade  it  is  a  positive  advantage?— A.  It  is  an  advantage 
because  no  one  puts  up  sugars  in  that  way  but  ourselves. 

Q.  In  that  form  for  the  consumers? — A.  Yes,  the  American  Sugar  Refining 
Company  recently,  as  well  as  other  outside  refineries,  have  put  up  sugars  in  2 
and  5  pound  cotton  bags  to  compete. 
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RELATIONS  WITH  THE  SUGAR  TRUST. 

O.  (By-Mr.  C.  J.  Harris.)  Did  yon  have  any  trouble  with  the  American  Sugar 
Refining  Comx)any  in  handling  their  sugars  that  led  you  to  start  this  new  plant?— 
A.  We  could  not  make  any  money  out  of  it. 

Q.  Are  wholesale  grocers  who  handle  this  sugar  making  any  money  at  pres- 
ent?— A.  I  think  they  are. 

Q.  Is  there  any  contract  which  provides  that  they  shall  only  handle  that  con- 
cern's sugar,  or  any  restrictions  of  that  kind? — A.  I  don*t  Imow  of  any  such 
contract. 

Q.  (ByMr.  Farquhar.)  While  you  were  a  purchaser  from  the  American  Sugar 
Renning  Ck)mpanyyou  had  no  arrangement  of  that  kind,  did  you? — ^A.  No,  sir; 
none  whatever.    We  had  no  advantage  over  any  other  wholesale  grocer. 

Q.  Wholesale  grocer  in  New  York  State  or  elsewhere? — A.  No. 

Q.  (By  Mr.  C.  J.  Harris.  )  Since  vou  have  established  your  works  and  since 
you  started  building  what  has  been  the  attitude  of  the  American  Sugar  Refining 
Compan^r  toward  you?  Will  you  describe  that  briefly? — A.  I  don't  know  any 
other  attitude  toward  us  than  that  of  cutting  the  price. 

Q.  Has  not  their  attitude  been  an  attempt  to  crush  you  out  of  business? — ^A.  If 
the  cutting  of  price  is  that,  yes. 

Q.  Is  not  that  about  as  good  a  way  as  any? — A.  I  think  so. 

Q.  And  as  effective?  Iithey  can  compel  you  to  run  business  for  nothing  long 
enough  that  is  about  as  effective  a  mode  of  procedure  as  could  possibly  be  adopted, 
is  it  not?— A.  Well,  when  a  great  comx)any  like  that  is  selling  90  per  cent  of 
the  total  product  at  a  loss  and  letting  outsiders  sell  only  10  per  cent,  I  do  not 
think  the  outsiders  are  going  to  suffer  very  much. 

Q.  YoTL  do  not  think  the  outsiders  are  going  to  suffer  very  much? — ^A.  No;  not 
in  proportion. 

Q.  Well,  they  simply  lose  on  90  per  cent  and  you  make  nothing  on  the  10,  so  I 
do  not  see  that  it  makes  much  difference  between  you.  For  instance,  in  the 
Chicago  markets,  both  companies,  your  own  and  the  American,  had  quite  strong 
opposition  a  short  time  ago,  did  you  not? — A  Well,  I  do  not  know  that — you 
mean  brides  the  other  outside  refineries? 

Q.  I  mean  from  the  independent  refiners  there. — A.  The  independent  refiners, 
no;  I  do  not  think  there  is  any  trouble  between  them  in  that  market  any  more 
than  any  other. 

Q.  There  was  not?— A.  No. 

Q.  Was  there  not  a  possible  push  in  the  Chicago  markets  within  some  months 
where  Arbuckle  Brothers  came  in  open  competition  there  with  the  American 
Sugar  Refining  Company? — ^A.  We  have  been  in  open  competition  with  them  in 
all  markets. 

Q.  There  was  no  particular  overdevelopment  in  the  Chicago  matter  at  all? — 
A.  No. 

Q.  (By  Representative  LrvmosTON.)  Does  the  American  Sugar  Refining  Com- 

gany,  or  Havemeyer  enterprise,  have  any  advantage  compared  with  you  in 
reights? — ^A.  I  do  not  think  that  they  have. 

Q.  (By  Mr.  Farquhar.)  Since  1896,  say, how  many  new  independent  refineries 
have  commenced  business? — ^A.  The  New  York  Sugar  Refining  Company  and 
ourselves. 

Q.  (By  Mr.  Jenks.)  This  New  York  Sugar  Refining  Company  is  the  Clans 
Doscher  Company? — A.  Claus  Doscher;  yes.  These  are  all  I  recollect;  I  know  of 
no  others. 

COST  OF  REFINING  SUGAR  RESUMED. 

Q.  (By  Senator  Mallory.)  What  does  it  cost  in  this  country  to  refine  sugar 
from  the  average  96  polariscopic  test  of  raw  sugar  centrifugal? — ^A.  I  think  I 
have  answered  that  question  by  saying  from  50  to  60  points,  or  one-half  to  siz- 
tenths  of  a  cent  per  pound.  In  other  words,  if  raw  sugar  costs  4^  cents  a  pound, 
it  will  cost  over  5  cents  up  to  W^. 

Q.  That  is  actual  cost? — ^A.  Yes. 

Q.  Do  you  refine  raw  sugar  from  beets  as  well  as  cane  sugar— both? — A.  We 
do. 

Q.  Do  you  know  what  it  costs  in  Germany  to  refine  sugar  from  the  same  stand- 
ard of  raw  sugai*? — A.  I  do  not.  In  Germany  they  refine  sugar  directly  from  the 
.beets.    They  have  a  different  process  entirely. 

Q.  They  refine  beet  sugar  directly ,  I  believe?— A.  They  do  not  require  any  bone 
black,  wmch  is  quite  an  expensive  item  in  the  refining  of  sugar. 
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Q.  Yon  do  not  know,  then,  whether  they  make  their  refined  sugar  at  a  cheaper 
rate  relatively  than  we  do? — ^A.  I  do  not  know,  bnt  I  do  not  believe  they  do. 

Q.  In  Germany,  I  believe,  they  have  a  bounty  on  all  refined  sugar  exported? — 
^L.«   xes* 

NO  FOBEION  COMPETITION  AT  PRESBNT  RESUMED. 

Q.  I  understood  you  to  say  there  was  no  foreign  comi)etition  at  present  in  refined 
siunr  in  this  country? — ^A.  Yes. 

Q.  When  was  the  last  foreign  competition  that  you  had  to  compete  with? — A. 
Well,  we  never  have  had  any  foreign  competition  since  we  have  b^n  in  the  busi- 
ness. The  margin  has  been  so  smsdl  that  there  has  been  no  opportunity  to  bring 
in  the  sugars,  that  is,  any  amount  of  them.  < A  small  amoimt  may  have  drifted 
in,  in  some  way  or  other. 

Q.  Do  you  apprehend  that  there  will  be? — A.  Not  until  the  margin  gets  greater 
than  it  is  to-day. 

Q.  At  what  figure  of  margin  would  there  be  a  probability  of  foreign  competi- 
tion coming  in? — A.  I  can  not  answer  that  definitely;  I  do  not  know;  we  have  not 
been  long  enough  in  the  business  to  know  that. 

THE  TAKIFP. 

Q.  (By  Mt.Farqtthar.)  As  a  business  proposition,  is  it  the  price  of  the  raw 
product  of  the  American  Suf^r  Refining  Company,  or  is  it  the  tariff  of  one-eighth 
of  a  cent  that  excludes  foreign  refined  sugars?  is  it  the  present  cost  of  the  raw 
sugar  or  the  tariff  of  one-eighth  of  a  cent  that  keeps  out  the  foreign  refined  sugars 
from  the  American  market?— A.  I  think  it  is  the  margin  between  raw  and  remied 
sugars  that  keeps  them  out,  and  I  think  if  that  margin  were  increased  by  one-eighth 
of  a  cent  there  would  be  but  little  come  in. 

Q.  (Bv  Representative  liiviNGSTON.)  You  mean  to  say  it  is  the  tariff  that  keeps 
it  out;  that  is,  the  tariff  is  so  low?— A.  Under  ordinary  conditions,  yes;  the  tariff 
being  low  would  not  keep  it  out. 

Q.  Is  it  not  low  now?— A.  I  am  not  familiar  enough  to  answer  that  question. 

GENERAL  IMPRESSION  THAT  IT  IS  NOT  SUFFICIENT. 

Q.  (By  Mr.FARQUHAR.)  You  can  not  answer  that  question,  whether  the  pres- 
ent tariff  is  insuf^cient  to  keep  out  the  foreign  refined  sugars?  Insufficient  to 
keep  it  out  of  itself? — ^A.  As  I  said  before,  we  have  not  been  long  enough  in  the 
busmess  to  answer  that;  if  we  had  been,  I  could  answer  it.  I  can  give  you  the 
impression  that  prevails  among  sufi»r  men  generaUy. 
0.  That  is  what  we  desire. — ^A.  That  the  tariff  is  not  sufficient.  < 
Q.  (By  Senator  Mallort.)  The  reason  why  there  is  no  foreign  competition  is 
ascribable  to  the  low  rate  at  which  sugar  is  sold  in  this  country  at  the  present 
time,  as  I  understand  it? — ^A.  No;  I  thii&  it  is  ascribable  to  domestic  competition. 


Q.  Domesticcompetition? — A,  Yes. 


(By  Mr.  Jbnks.)  Just  a  little  further.  You  say  that  the  prevailing  impres- 
sion among  the  refiners  is  that  the  present  duty  on  refined  sugar,  above  that  on 
raw  sugar,  of  substantially  one-eignth  of  a  cent  a  pound,  is  not  enough  to  keep 
out  foreign  sugar.  Is  the  prevailing  opinion  also  that  this  discriminating  duty 
in  favor  of  remied  would  be  sufficient  if  it  were  raised  to  a  quarter  of  a  cent  a 
pound? — ^A.  A  quarter  would  help. 

Q.  Would  that  be  sufficient?    Is  that  the  general  opinion?— A.  I  think  it  would. 

Q.  You  think  that  the  addition  of  another  eighth  would  afford  effective  pro- 
tection— ^you  think  that  is  the  general  impression? — ^A.  I  think  so. 

IF  THERE  IS  NO  FOREION  COMPETITION,  WHY  SHOULD  THE  TARIFF  BE  INCREASED? 

Q.  (By  Representative  Livinoston.)  Right  there  on  that  point.  If  the  eighth 
produces  a  lot  of  domestic  competition,  why  would  you  have  a  quarter? — ^A.  I  did 
not  quite  catch  the  gist  of  your  question. 

Q.  You  had  agreed  before  my  question  that  an  eighth  was  not  sufficient  to  keep 
out  the  forei^  competition,  and  the  reason  why  it  was  kept  out  was  the  domes- 
tic competition.  Then,  if  under  only  an  eighth  differential  on  refined  sugar  the 
domestic  competition  is  so  great  that  it  keeps  out  foreign  competition,  why  would 
you  suggest  a  quarter?— A.  Well,  I  would  say  that  the  eighth  has  nothing  to  do 
with  the  domefrtic  competition. 
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Q.  You  get  out  of  it  in  that  way.  Is  not  this  true,  that  when  these  sugar 
refineries  were  combined,  constituted,  or  organized,  that  the  rate  on  sugar  was 
very  high,  and  that  after  these  combines  came  into  existence  it  lowered  the  rate, 
and  that  was  the  trouble  with  the  domestic  plants  in  this  country,  the  lowering 
of  the  rate,  that  is  what  produced  the  trouble  in  this  country  between  the  domes- 
tic enterprises,  and  brought  this  throat-cutting  and  slashing  business? — ^A.  No. 

-  Q.  What? — ^A.  I  do  not  think  that  had  anvthiu{|^  to  do  with  it. 

Q.  (By  Mr.  Jenks.)  Do  you  recall  what  the  tariff  on  refined  sugar  was  in  1887, 
when  the  Sugar  Trust  was  formed? — ^A.  I  do  not;  I  was  not  in  the  sugar  business 
at  that  time. 

Q.  And  you  do  not  remember? — A.  I  do  not  remember. 

Q.  (By  Mr.  Farquhar.)  Is  not  it  the  general  opinion  among  refiners  that  the 
cutting  of  rat'CS  in  refined  sugar  in  the  United  States  was  through  l^e  combine 
throtthng,  as  they  call  it,  all  competition?  Was  not  that  what  brought  down  the 
rates  of  refined  sugar  in  this  country? — ^A.  Do  you  mean  to  say  the  prices  now 
between  refineries? 

Yes. — ^A.  Why,  of  course  it  is  competition. 
Entirely?— A.  Yes. 

(By  Representative  Livingston . )  Ask  him  how  that  competition  was  brought 
about,  when  you  get  right  down  to  it. 

Q.  (By  Mr.  Farquhar.)  Now,  the  commission  would  like  to  know  just  exactly 
how  this  competition  came  about,  for  and  against  the  American  Company  and 
the  American  Companv  as  against  all  outside  concerns? — ^A.  I  shall  answer  for 
our  own  concern ;  and  I  have  answered  that  the  reason  why  we  went  into  the  sugar- 
refining  lousiness  was  that  we  had  a  machine  that  we  thought,  as  a  matter  of  con- 
venience to  the  8torekeex)er  and  to  the  consumer,  as  well  as  on  the  lines  of  economy, 
would  allow  us  to  enter  the  sugar  business.  That  is  the  reason  we  went  into  the 
sugar  business. 

Q.  (By  Mr.  Jenks.)  And  the  cutting  of  prices  began  with  the  American  Sugar 
Bemung  Company? — A.  I  believe  so. 

Q.  And  you  have  re^plarly  followed  their  prices? — ^A.  Yes. 

Q.  (By  Representative  Livinqston.)  Would  you  mind  answering  this  ques- 
tion? Will  you  be  able  to  follow  the  reductions  if  they  continue  for  many  months? — 
A.  Well,  the  future  is  a  sealed  book. 

Q.  (By  Mr.  Farquhar.)  In  your  present  frame  of  mind  will  you  be  able  to 
follow  them  anyway? — A.  We  are  going  to  stay  in  the  sugar  business. 

Q.  (By  Mr.  C.  J.  Harris.  )  What  nas  been  the  reduction  since  you  commenced 
up  to  the  present  time?  We  hear  that  there  has  been  a  serious  drop  in  the  price 
of  su^ar.  Now,  I  would  like  to  know  about  how  much  it  is. — ^A.  You  mean  the 
margin  between  refined  and  raw  sugar? 

Q.  Yes. — A.  Well,  I  think  I  have  answered  that;  I  will  answer  it  over  again. 
When  we  started,  in  September  or  August,  1898,  the  margin  was  between  80  and 
00  points,  and  since  then  it  has  gotten  down  as  low  as  82  points.  To-day  it  is  51 
points. 

Q.  (By  Representative  Livingston.  )  You  mean  32  cents  on  a  hundred  pounds?— 
A.  I  mean  82  cents  on  a  hundred  pounds. 

Q.  (By  Mr.  C.  J.  Harris.  )  The  American  Sugar  Refining  Company,  then,  made, 
during  most  of  its  career  since  it  has  started,  90  points,  you  mean? — A.  That  is  a 
matter  of  record,  but  I  can  not  recall  it. 

Q.  (By  Representative  Livingston.)  That  is  how  they  got  that  surplus? 

WOULD  AN  INCREASE  IN  THE  TARIFF  HELP  THE  REFINERS? 

Q.  (By  Senator  Mallory.)  I  understand  that,  in  your  view,  the  present  tariff 
of  one-eighth  is  too  small;  that  a  quarter  would  be  better.  Now,  sapposing  Con- 
gress should  impose  a  tariff  of  1  cent  instead  of  one-eighth  of  a  cent,  under  that 
tariff  would  you  be  able  to  do  business  more  profitably  than  you  do  now?— A. 
Well,  I  have  said  that  the  competition  at  the  moment  was  all  domestic.  Of 
course,  if  you  make  the  difference  1  cent  instead  of  one-eighth  of  1  cent  per  pound, 
you  would  practically  eliminate  the  foreign  competition. 

Q.  Well,  it  is  practically  eliminated  now,  is  it  not?— A.  Caused  by  domestic 
competition. 

Q.  Well,  whatever  it  is  caused  by,  there  is  no  foreign  competition?— A.  At  the 
moment,  none. 

Q.  There  would  be  no  foreign  competition  under  an  increase,  say,  of  one-half  a 
cent  or  1  cent;  could  not  be,  I  suppose? — A.  I  should  not  think  so;  no. 

Q.  Now,  whaft  I  want  to  ask  is,  if  the  business  in  which  you  are  engaged  could 
be  conducted  more  profitably  under  such  a  rate  than  under  one-eighth?    In  other 
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words,  would  YOU  be  able  to  make  more  money  out  of  the  business  under  a  tariff 

of  1  cent  or  a  naif  a  cent  than  you  do  under  an  eighth  of  a  cent? — ^A.  That  is  a 

question  I  can  not  answer.    Trade  conditions  would  answer  that,  but  I  can  not. 

Q.  Would  you  answer A.  Trade  conditions  would  answer  that,  but  I  can  not. 

THE  TARIFF  AT  PRESENT  OF  NO  ADVANTAQE. 

Q.  What  I  want  to  get  at  is  whether  you  derive  anv  special  benefit  from  this 
one-eighth  of  a  cent  that  you  are  getting  now;  whetner  that  is  really  anything 
beneficial  to  your  business.  It  is  not  sufficient,  as  I  understand,  to  keep  out  f  oreiRu 
competition.  What  keeps  out  foreign  competition,  according  to  your  idea,  is  the 
domestic  competition  that  reduces  the  prices,  and  therefore  the  foreign  refiner 
can  not  f^t  in  and  compete.  Now,  if  that  one-eighth  does  not  keep  out  foreign 
competition  and  there  is  no  means  of  suppressing  the  domestic  comx>etition,  what 
benefit  is  the  one-eighth  to  you  at  all?— A.  Tnere  will  not  be  any  as  long  as 
domestic  competition  goes  on. 

Q.  Would  an  increased  tariff  rate  have  an^r  effect  in  suppressing  or  reducing 
the  domestic  competition? — A.  I  do  not  think  it  would. 

Q.  Then  tiiere  is  no  way,  so  far  as  you  see,  that  the  present  condition  can  be 
bettered  by  any  legidation  in  regard  to  the  business? — A.  No;  I  believe  that  the 
less  legrislation  about  the  matter  the  better.  Let  the  American  conditions  work 
out  their^own  salvation. 

THE  EFFECT  OF  REMOVINO  THE  PRESENT  TARIFF. 

Q.  One  moment.  Tou  think  that  the  taking  off  of  that  one-eighth  duty  would 
affect  your  business? — ^A.  Well,  that  is  pretty  fine;  I  can  not  answer  that  question. 

Q.  It  has  been  stated  here  that  it  would  be  absolutely  destructive. — ^A.  I  can 
not  answer  that,  Senator.  I  want  to  make  the  commission  as  fully  acquainted 
with  everything  they  want  to  know  as  I  can,  and  I  do  not  decline  to  answer  the 
question. 

Q.  I  understand  that. — ^A.  I  want  to  make  it  i>erfectly  clear.  I  want  to  make 
you  perfectly  familiar  with  it. 

Q.  (By  Mr.  Conqbr.)  Would  you  have  gone  into  the  business  of  sugar  refining 
last  year  if  there  had  been  no  tariff  or  no  differential  of  one-eighth  of  a  cent? — 
A.  I  can  not  answer  that  question.  If  you  will  excuse  me,  I  should  like  to  explain 
why  I  can  not  answer  that  question.  Of  course,  it  takes  18  months  to  build  a 
sugar  refinery.  Now,  our  plant  would  have  been  ready,  and  perhax>s  as  a  matter 
of  pride  we  would  have  gone  in  whether  there  was  any  profit  in  it  or  whether 
there  was  any  duty  or  differential  on  foreign  refined  sugars  or  not.  That  is  the 
reason  I  can  not  answer. 

Q.  (By  Representative  Livingston.)  If  Congress  should  raise  the  differential 
from  one-eighth  to  1  cent  at  its  next  session,  the  Senator  asked  you  what  effect 
that  would  have.  Is  not  this  true  that  it  would  completely  shut  out  all  foreign 
competition  and  quadruple  domestic  competition? — ^A.  I  will  not  answer  about 
the  quadruple  p»rt,  but  I  will  answer  about  the  other. 

Q.  How  would  it  enhance  domestic  competition  or  increase  it? — ^A.  It  would 
not  increase  it  at  all;  the  profit  would  be  too  great. 

Q.  Too  great?— A.  Yes;  it  would  be  made  too  great  if  the  competition  all  came 
from  foreign  sugars;  but  I  have  answered  more  than  once  that  the  competition  is 
amongthe  domestic  refiners,  and  therefore  that  will  make  the  price. 

Q.  That  exists  on  the  one-eighth?— A.  No;  not  on  the  one-eig:hth  at  all.  It 
exists  on  the  entire  amoimt  of  suKar  sold.  The  domestic  competition  to-day  is  on 
the  100  per  cent  of  sugiur  sold  in  this  countr^r. 

Q.  Answer  this  question.  Take  the  one-eighth  off;  will  that  lessen  the  domes- 
tic competition?— A.  To-day? 

Yes;  take  off  the  eighth. — ^A,  To-day  I  do  not  think  it  would. 

Free  sugar  would  not  lessen  it? — ^A.  Not  to-day;  no,  sir. 

Well,  would  it  do  it  next  year?— A.  Well,  that  I  can  not  tell  you. 

WAYS  OF  GETTING  RID  OF  COMPETITION, 

Q.  (By  Senator  Mallory.)  Do  you  know  of  any  other  way  of  getting  rid  of 
domestic  competition  than  by  combination? — ^A.  Yes.  ^ 

Q.  What  is  it?— A.  I  think  that  you  would  get  rid  of  competition  if  one  man 
did  not  want  it  all— if  he  were  willing  to  let  the  others  live  and  get  a  fair  amount 
of  the  business. 

83a 10 
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Q.  I  understand  the  great  evil  to-day  with  the  sugar-refining  business  in  this 
country  is  free  competition,  in  other  words,  for  some  time  past  sugar  refineries 
have  been  doing  business  at  a  loss.  I  appreciate,  not  onlv  from  what  you  have 
said,  but  from  what  other  witnesses  have  said  before  us,  that  there  is  over-com- 
petition. Now,  it  would  seem  that  no  legislation  can  diminish  the  competi- 
tion. We  know  that  by  combination  competition  can  be  reduced  or  concentrated 
in  the  hands  of  a  few  or  even  of  one.  Is  there  any  other  method  by  which  it 
can  be  done  that  you  know  of? — ^A.  Why,  yes;  I  could  answer  by  saying  it  would 
be  lessened  if  the  American  Sugar  Renning  Company  should  be  willing  to  sell 
less  than  100  per  cent  of  all  the  sugar  sold  in  this  country. 

Q.  That  would  reduce  it? — ^A.  That  would  reduce  competition  if  they  would  be 
willing  to  sell  less  than  100  per  cent  of  the  sugar  sold  in  this  country. 

Q.  That  would  be  relying,  of  course,  I  suppose,  on  the  philanthropic  spirit  of 
the  American  Sugar  Refining  Ck)mpany.  The  only  way,  then,  yon  know  of 
reducing  competition  is  to  appeal  to  the  philanthropy  of  the  American  Sugar 
Refining  Company? — ^A.  Well,  I  would  not  want  to  appeal  to  it. 

Q.  ^By  Representative  Livingston.)  Is  it  not  true,  as  a  general  proposition, 
that  tne  only  way  to  eliminate  competition  in  an^  line — ^whether  it  is  in  sugar  or 
any  other  line — ^is  by  combination? — A.  I  believe  it  is  one  of  the  ways;  I  do  not 
mean  to  say  it  is  the  only  waj. 

(^.  The  Senator  asked  you  if  you  could  suggest  any  other  way  except  humani- 
tarian philanthropy? — A.  I  have  said,  a  desire  on  the  part  of  the  largest  in  the 
business  not  to  want  all  the  business. 

METHODS  OF  PACKING  SUGAIt. 

Q.  (By  Mr.  Jenks.)  Is  all  of  the  refined  sugar  that  you  sell,  or  the  most  of  it, 
put  up  in  barrels,  or  do  you  sell  some  of  it  in  large  sacks? — ^A.  The  g^reater  part 
of  the  refined  sugar  is  sold  in  barrels. 

Q.  Do  you  know  whether  that  is  customary  with  the  foreign  refiiiers?  Do  they 
self  in  barrels  or  in  sacks? — ^A.  Mostly  in  bags  or  sacks. 

<^.  So  that  one  advantage  which  they  apparently  have  over  their  American  com- 
petitors is  the  package  in  which  it  is  sola.  Do  vou  know  about  the  relative  cost 
of  the  sacks  as  compared  with  the  barrels  ? — ^A.  Well,  I  doubt  if  there  is  very 
much  advantage  in  tne  bags ;  it  is  exceedingly  smaU. 

Q.  (By  Representative  Livingston.)  The  waste  in  sacks  is  considerably  larger 
than  it  is  in  ^rrels  ? — ^A.  Yes,  and  the  cost  of  the  sacks  is  considerable;  they  have 
to  put  sugar  in  double  sacks ;  the  greater  x>art  of  the  refined  sugar  brought  to  this 
couniry  is  put  in  double  sacks. 

Q.  (By  Mr.  Jenks.)  Do  you,  yourselves,  sell  any  sugar  in  sacks,  so  that  as 
regards  your  own  business  you  could  answer  definitely  as  to  the  relative  cost  of 
putting  it  in  sacks  and  barrels  ?— A.  We  sell  some  in  this  country.  The  sack  that 
is  sold  weighs  or  holds  just  about  a  hundred  pounds  of  sugar.  Now  the  sack  that 
comes  from  the  other  side  holds  usually  300  pounds. 

Q.  As  regards  your  own  sales,  you  sav  tnere  is  no  practical  saving,  or  only  a 
very  slight  saving,  between  selling  in  sacks  and  selling  in  barrels? — A.  Yes. 

Q.  If  you  should  sell  in  large  sacks  like  those  that  are  used  by  the  foreign  refin- 
ers, would  you  not  make  a  saving  of  several  cents? — A.  It  would  be  very  little. 
It  is  a  package  that  does  not  carry  well  on  a  railroad  and  does  not  handle  conve- 
niently. 

Q.  So  that,  so  far  as  that  one  point  goes,  you  think  there  is  practically  no 
advantage  that  the  foreign  refiner  gets?— A.  No. 

METHODS  OF  DOING  BUSINESS. 

Q.  (By  Representative  Livingston.  )  Will  you  please  explain  to  the  commission 
how  you  meet  the  competition  of  the  American  Sugar  Refining  Company  at  any 
given  point  ?  Take  any  point  you  please  to  illustrate  how  you  meet  their  compe- 
tition.—A.  We  sell  at  the  same  price,  and  we  believe  we  make  sugars  equally 
good,  if  not  a  little  bit  better,  ana  we  have  customers  who  think  the  same  thing. 

Q.  If  you  sell  at  the  same  price,  what  inducement  do  you  give  bu^^ers  for 
changing  their  custom  and  their  business  instead  of  holding  to  the  American  ? — 
A.  I  have  said  that  we  make  what  we  think  is  a  little  better  sugar. 

Q.  You  make  better  sugar  ? — ^A.  Yes. 

d.  Have  you  your  sugar  so  branded  that  the  consumer  as  well  as  the  wholesaler 
and  retailer  can  discern  between  the  two?— A.  The  consumer,  of  course,  when  he 
buys  2  and  5  pound  packs^es,  will  know  if  he  buys  Arbuckle  Brothers'  sugar,  and 
^e  wholesaler  will  mow  it.    The  consumer  will  not  know  it,  of  course,  if  ne  buys 
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ont  of  a  barrel,  nnless  he  asks  the  retailer  to  show  him  the  head  of  the  package, 
which  he  does  not  often  do. 

Q.  Do  you  give  the  same  commission  to  yonr  agents  that  the  American  Com- 
pany x)ay? — ^A.  We  believe  we  do. 

Q.  (By  Mr.  Jenks.)  Perhaps  yon  will  explain  to  ns  what  yonr  method  of  sell- 
ing is;  whether  yon  give  rebiEttes  to  the  wnolesale  dealers;  whether  or  not  yon 
have  the  factor  system,  and  so  on? — ^A.  We  sell  onr  sugars  through  wholesale 
grocers  exclusively,  and  they  get  a  rebate  of  three-sixteenths  of  a  cent  per  pound. 
If  they  buy  in  lots  of  100  barrels  they  g^t  1  per  cent  extra,  and  if  they  pay  cash 
instead  of  taking  30  days,  they  get  1  per  cent  for  cash  discoimt. 

Q.  Are  they  required  to  make  an  affidavit  that  they  have  held  the  price  that 
has  been  quoted? — ^A.  Not  to  us. 

Q.  You  never  have  asked  them  to  make  an  affidavit? — A.  No;  not  in  the  sugar 
business. 

Q.  Do  you  in  the  coffee  business? — A.  No;  in  the  coffee  business  there  are  no 
rebates  such  as  there  are  In  sugar. 

Q.  (By  Representative  Livingston.  )  How  is  that?— A.  I  say  there  are  no  rebates 
in  coffee  such  as  are  given  in  sugar.  When  a  man  remits  for  his  bill  he  remits 
the  net  price. 

Q.  Well,  if  I  understand  it,  the  purchaser,  the  wholesale  grocer,  has  this  ad- 
vantage in  buying  from  you  over  and  above  what  he  would  have  in  buying  from 
the  American  Company?— A.  No. 

Q.  What? — A.  No;  he  does  not. 

Q.  (By  Mr.  Jenks.)  In  selhn^  your  sugars  do  you  employ  any  traveling  sales- 
men, or  do  any  special  advertismg?— A.  Some,  but  very  little. 

Q.  Do  you  employ  traveling  salesmen? — ^A.  No,  sir;  we  do  not.  We  may  have 
one  or  two  men  that  are  not  out  for  sugar. 

They  are  out  for  the  general  business? — ^A.  The  general  business. 
Including  sugar? — A.  G^eral  business,  including  su^ar. 

^  And  the  advertising  for  your  sugar  business  is  mostly  advertising  in  trade 
journals?^— A.  Yes;  we  have  aavertiBed  but  very  little. 

Testimony  closed. 


Washington,  D.  C,  June  16, 1899. 

TESTIMOHT  OF  ME.  JAMES  H.  POST,  BEOOKLYE,  K.  Y. 

The  commission  met  at  11  a.  m.,  June  16, 1899,  Vice-Chairman  Phillips  presid- 
ing.   Mr.  James  H.  Post,  after  being  sworn,  testified. 
Q.  ^By  Mr.  Jenks.)  What  is  your  full  name?— A.  James  H.  Post. 
Cj.  And  your  residence? — ^A.  Brooklyn,  N.  Y. 

BUSINESS  OP  THE  WITNESS. 

Q.  What  is  your  business? — ^A.  I  am  a  commission  merchant  in  sugar  and 
molasses. 

Q.  In  what  special  way  are  you  engaged  in  the  sugar  business;  will  you  explain 
it  to  us  in  some  detail? — ^A.  We  are  commercial  agents  of  the  MoUenhauer  Sugar 
Refining  Company,  located  in  Brooklyn,  N.  Y.,  and  of  the  National  Sugar  Refin- 
ing Company  of  Yonkers,  N.  Y. 

Q.  You  sell  their  entire  product? — A.  We  buy  all  the  raw  sugar  used  by  each 
refinery,  and  sell  the  product  of  each  refinery. 

PRICES  OF  SUGAR  SINCE  1887. 

Q.  Can  you  give  us  a  statement  with  reference  to  the  prices  of  refined  and 
raw  sugars  for  the  period  covering  the  time  since  1887,  when  the  Sugar  Trust,  as 
it  was  in  those  days,  was  organized?— A.  Only  firom  the  figpires  prepared  by  Wil- 
lett  &  Gray,  which  are  considered  as  nearly  correct  as  anyone  can  secure  them.  I 
have  a  copy  of  their  annual  report,  if  you  would  like  to  have  it,  on  both. 

Q.  Yes;  I  should  be  glad  to. — A.  I  notice  in  one  of  their  statements  in  the  report 
of  January  5,  which  I  brought  along,  the  averages  as  near  as  anyone  can  give 
them. 

Q.  Are  these  the  average  annual  prices  or  average  monthly  prices? — ^A.  It  gives 
the  average  annual  prices.  -tTT-T'  ; 
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Q.  For  how  long  a  period? — ^A.  For  a  period  of  9  years;  from  1890  to  1898. 

Q.  Have  you  any  information  with  reference  to  the  prices  of  sugar  for  a  period 
before  the  organization  of  the  Sugar  Trust  in  1887? — ^A.  I  have  no  record  in  regard 
to  that. 

Q.  What  is  your  opinion  with  reference  to  the  margin  between  the  prices  of  raw 
and  refilled  sugars  after  the  organization  of  the  Sugar  Trust  in  1887;  was  that 
margin  increased  or  lessened? — ^A.  I  see  the  average,  according  to  these  figures, 
shows  a  decrease  in  the  margin  of  about  14  cents  a  hundred. 

Q.  That  takes  into  consideration  how  long  a  x)eriod  before  the  organization  of 
the  combination? — ^A.  I  think  it  says  7  years. 

Q.  Do  you  recollect,  yourself,  what  the  course  of  prices,  or  what  this  margin  was 
from  year  to  year,  so  you  could  state  whether  there  was  an  immediate  increase  in 
this  margin  after  the  formation  of  the  combination? — ^A.  I  can  not  tell  without 
referring  to  the  reports  on  file. 

Q.  This  decrease  begins,  I  believe  you  say,  in  1890? — ^A.  In  1890;  and  they  give 
the  average  before  that  for  a  whUe.  It  does  not  give  the  year  1890—1  believe  that 
ifi  the  year. 

Q.  Can  you  compare  the  figures  there  for  the  years  1890, 1891, 1892, 1893, 1894, 
comx>aring  the  margins  between  the  raw  and  refined  for  a  period  of  5  or  6  years, 
beginning  with  the  earliest  figure  that  you  have? — ^A.  Comx)ared  with  the  earli- 
est, for  raw  su|»r,  it  is,  in  1889, 5f  cents. 

Q.  Give  us  tne  margins,  please,  between  the  raw  and  refined,  if  they  are  indi- 
cated?— A.  No,  they  are  not;  I  will  have  to  determine  each  one. 

Q.  If  you  can? — ^A.  I  see  in  1889  it  was  1.21;  shall  I  give  more? 

Q.  If  you  will,  for  2  or  3  years,  yes.— A.  In  1890  it  was  0.73;  in  1891  it  was  0.78; 
in  1892  it  was  1.03. 


Q.  One  year  more,  if  you  please. — A.  1898, 1.16. 


For  2  years,  the  years  of  1891  and  1892,  the  margin  seems  te  be  decidedly  less 
than  for  the  year  preceding  or  for  the  2  years  succeeding. — ^A.  Yes. 

REASONS  FOR  THE  CHANGE  IN  THE  MARGINS. 

Q.  Have  you  any  opinion  with  reference  to  the  cause  of  this  lessened  margin 
in  these  years? — ^A.  Tnere  was  a  change  in  the  methods  of  the  tariff  that  accounts 
for  part  of  it,  probably. 

Q.  Can  you  explain  that? — ^A.  Of  course  if  the  tariff  was  decreased,  and  it  is 
possible  that  the  changes  about  the  month  it  occurred  would  show  just  about  how 
the  average  was,  you  would  have  to  go  into  detail.  I  do  not  kaow  the  exact  date 
of  the  tariff  change.  It  was  changed  in  1891;  2  cents  per  pound  duty  was  taken 
off;  then,  August  28, 1894,  there  was  40  per  cent  ad  valorem  put  on. 

Q.  Was  there  any  change  of  the  duty  at  that  time  that  would  effect  the  differ- 
ential between  the  refined  and  raw? — ^A.  It  would  effect  the  average;  it  may  have 
been  with  the  longest  series  the  duty  was  on  or  the  shortest  series  the  month  it 
was  off,  and  this  average  is  for  the  year.  So  it  would  not  show  unless  you  take 
it  by  dates. 

Q.  Was  there  any  further  change  that  would  account  for  the  increase  in  price 
for  these  2  years? — ^A.  The  increase  in  the  margin? 

Q.  The  increase  in  the  margin,  I  mean. — ^A.  In  1894  it  was  40  per  cent;  in 
August,  1894,  we  had  an  additional  40  per  cent  duty;  that  would  of  course  change 
the  average  for  the  year  considerably. 

Q.  The  increase  in  the  margin  came  before  that  time,  did  it  not? — A.  The  year 
before. 

Q.  Do  you  recollect  the  additional  competition  that  came  in  during  the  two 
vears  of  1890  and  1891  in  the  sugar-refining  industry? — ^A.  I  think  the  MoUen- 
hauer  Refinery  was  organized  in  1890;  the  National  Refining  Company  in  1892; 
I  think  the  McCahan  Refinery  was  built  in  1892. 

The  lowering  of  prices  seemed  to  be  in  1890  first,  did  it  not? — ^A.  Yes. 
Covering  those  2  years,  1890  and  1891?— A.  Yes. 

Do  you  remember  about  when  the  Spreckles  Refinery  of  Philadelphia  began 
to  work? — A.  It  was  about  that  time.  They  had  been  building  for  some  years.  I 
think  they  commenced  to  work  probably  in  1890.    I  have  not  the  date  here. 

THE  MARGIN  BETWEEN  RAW  AND  REFINED  SUGAR  AT  PRESENT. 

Q.  How  does  the  margin  between  raw  and  refined  sugars  at  the  present  time 
compare  with  the  margin  of  a  year  ago? — ^A.  In  May,  1898,  the  net  price  of  granu- 
lated was  5.08  and  the  price  of  raw  sugar  about  4.81.  That  is  77  cents  margin. 
I  have  it  in  months  if  you  want  it. 
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Q.  At  the  present  tiine  what  is  the  margin? — ^A.  0.51  of  a  cent,  taking  the  cen- 
trifugal as  a  basis. 

CJ.  This  date,  when  the  margin  was  seventy-seven,  you  say  was  what?— A. 
May  19, 1898,  and  it  did  not  change  very  much  until  October  or  November. 

Q.  Suppose  yon  give  us  the  margin  in  September,  then  in  October  and  Novem- 
ber?—A.  In  September  it  was  about  90  cents  a  hundred. 

Q.  And  then  you  said  it  began  to  decrease?— A,  In  October  I  think  the  average 
was  probablv  53  cents;  I  think  it  was. 

Q.  And  what  has  been  the  general  course;  you  need  not  figure  it  out  for  every 
month,  but  what  has  been  the  general  course  since  that  time — since  October, 
1898? — A.  There  have  been  times  when  it  has  been  as  low  as  32  cents,  and  at  the 
present  it  is  51  cents. 

Q.  Has  it  been  51  cents  to  your  knowledge  since  it  dropx>ed  in  October? — ^A.  Yes. 

Q.  What,  in  yonr  judgment,  has  been  the  chief  cause  of  this  decrease  in  the 
margin? — A.  Comi>etition  of  other  refineries. 

THE  WAY  THE  PRTCE  OP  REFINED  SUGAR  IS  FIXED. 

Q.  In  what  way  is  the  price  of  refined  sugar  particularly  regulated;  made 
known? — A.  It  is  usually  announced  at  the  office  of  the  American  Sugar  Refining 
Company  at  9.30  or  10  o'clock  in  the  morning,  and  telegraphed  to  the  various 
brokers  all  over  the  country;  if  the  other  refiners  have  changed  their  prices  that 
is  announced,  too — or  a  little  later— and  also  if  they  change  sometimes  in  the 
middle  of  the  day,  as  trade  conditions  warrant. 

Q.  You  speak  of  the  prices  being  annonnced  by  the  American  Sugar  Refining 
Company.  Is  it  usually  true  that  the  prices  they  fix  are  followed  by  the  other 
refiners?- A.  Usually  so;  yes. 


Q.  Almost  exactly  the  same? — ^A.  Tes. 


^  The  other  refiners  wait  until  they  know  the  prices  fixed  by  the  American 
Sugar  Refining  Company  and  then  they  fix  theirs? — A.  It  does  not  follow  that  other 
refiners  always  change  prices  when  the  American  does,  because  there  are  times 
when  the  refiners  may  have  a  surplus  of  refined  sugar  that  they  want  to  continue 
selling,  and  there  may  be  times  when  one  refiner  has  a  surplus.  The  conditions 
are  just  regular  trade  conditions,  and  vary  from  week  to  week. 

Q.  But  in  the  main  the  others  follow  the  American  in  your  Judgment? — ^A. 
Yes. 

Q.  When  there  is  a  condition  such  as  you  have  just  described — when  one  refiner 
has  a  fairly  large  stock  that  he  wishes  to  dispose  of — ^what  is  the  difference  in  the 
prices? — ^A.  It  varies  from  one-sixteenth  to  one-eighth. 

Q.  It  hardly  ever  goes  above  one-eighth? — ^A.  Not  above  one-eighth. 

Q.  By  giving  some  advantage  in  the  terms  of  delivery  he  may  take  orders 
witnout  any  change  in  prices? — ^A.  Yes. 

Q.  You  would  say  that  in  the  sale  of  refined  sugar  there  is  what  we  might  call 
free  competition  from  day  to  day  regularly? — ^A.  Yes. 

Q.  Will  you  explain  just  what  you  mesm  by  that,  because  you  stated  a  moment 
ago  that  regularly  the  American  Sugar  Refining  Company  fixed  the  x>rices  and 
the  others  followed — will  you  explain  what  you  mean  by  free  competition  under 
these  circumstances,  where  practically  all  refmers  follow  the  lead  of  one? — A.  The 
question  of  preference  of  course  plays  a  verv  important  part.  Some  grocers  prefer 
one  brand  of  sugar  over  others.  Very  often  the  preference  of  brokers  plays  a 
very  important  part.  The  brokers  are  emplojred  to  distribute  the  sugars  to 
wholesale  CTocers  and  they  are  paid  for  doing  it,  but  each  refiner  has  a  special 
broker,  ana  this  broker  gives  more  attention  to  his  sugars  than  to  others.  When 
there  are  changes  noted  they  sometimes  get  the  preference  of  the  first  intimation 
of  the  changes,  and  they  are  all  the  time  wiring  different  parts  of  the  country  for 
orders  and  soliciting  a  httle  better  terms  on  delivery  or  little  concessions  in  some 
way. 

O.  You  are  yourself  the  selling  agent  for  the  Mollenhauer  Refining  Company 
and  for  the  National  Refinery? — ^A.  The  Nationsd  and  Mollenhauer. 

Q.  As  selling  agent  for  both  of  these,  do  you  always  have  the  same  prices  for 
the  products  of  Doth? — A.  Not  always,  because,  as  happened  quite  recently,  the 
National  Refinery  had  sold  its  surplus  of  sugar  and  the  Mollenhauer  Refinery 
was  running  and  wanted  to  sell  more  sugar;  and  therefore  our  prices  for  the 
MoUenhauei*  was  one-sixteenth  less.  There  have  been  times  when  changes  have 
occurred  in  the  market,  when  one  of  our  refiners  would  say,  in  order  to  reduce 
stock  to  continue  selling  at  the  old  prices  and  when  we  have  sold  what  we  want 
to  we  change  it. 

Q.  You  have  your  prices  for  selling,  then,  fixed  by  the  refiners  you  are  acting 
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for? — ^A.  No;  we  fix  them,  but  of  coarse  after  consultation  with  them  as  to  the 
general  ];>olicy  of  selling.  We  are  perfectly  free  to  change  them  as  we  think  best. 
We  are  the  ones  to  hx  it,  but  it  is  done  in  consultation  with  them  very  often, 
although  sometimes  changes  have  occurred  some  hours  before  they  knew  of  it, 
because  we  thought  it  wise  to  advance  or  lower  prices  or  to  i)ay  a  little  more  for 
raw. 

Q.  Have  you  acted  at  all  as  selling  agents  for  the  American  Sugar  Refining 
Company? — A.  No;  not  at  all. 

Q.  Can  you  tell  whether  the  MoUenhauer  products  are  sold  at  all  under  any 
agreement  with  the  American  Sugar  Refining  Company? — A.  I  know  they  are 
not  sold  under  any  agreement  with  the  American  Su^r  Refining  Com]^any. 

Q.  Do  you  know  wnether  the  MoUenhauer  and  National  are  entirely  independ- 
ent of  the  American? — A.  Entirely,  yes;  and  I  am  as  familiar  with  those  compa- 
nies as  anybody  can  be. 

THE  COST  OF  REFININO  SUGAR. 

Q.  Can  you  give  us  an  opinion  with  reference  to  the  cosl  of  refining  sugar? — ^A. 
I  know  in  a  general  way,  although  I  do  not  claim  to  be  an  expert  on  that  matter. 
I  notice  it  has  been  stated  here  twice  at  least  that  it  varies  from  one-half  to  six- 
tenths  of  a  cent. 

Q.  Is  your  opinion  similar  to  that? — A.  Yes.  I  had  the  general  manager  of  one 
of  our  refineries  figure  it  out  for  me.  I  supposed  that  question  would  oe  asked, 
and  I  asked  him  to  put  it  down  on  paper.    I  will  have  to  read  it. 

Q.  May  I  ask  who  gave  you  this  statement?— A.  George  R.  Bunker,  general 
manager  of  the  National  Sugar  Refining  Company. 

Centrifugal  sugars  contain  of — 

Pure  sugar,  about per  cent.  _  96 

Impurities,  about do 8 

Water,  about do 1 

100 

The  loss  in  refining  is  about,  of  sugar percent..  1 

Leaving  of  pure  sugar  available do 95 

Of  this  we  get  of — 

Granulated  and  yellow  sugars,  equal  to pounds. .  924 

Sirup do 2i 

The  suffar  is  combined  with  an  equal  weight  of  impurities,  making  about, 

pounds 6 

Taking  value  of  granulated  at  5.375  cents  gross  or  5.08  cents  net  and  sirup 
at  2  cents  per  ];>ound,  we  have  equal  to— 

921  pounds  granulated,  at  5.08  cents $4,699 

2i  ];>ounds  sugar  in  sirup,  at  4  cents 10 

4.799 
Less 348 


Expenses  to  be  deducted: 

Brokerage,  about  ^  per  cent 

Government  revenue  tax,  i  per  cent 

Office  expenses,  i  per  cent 

Packages 

Wages,  fuel,  boneblack 

Repairs  and  sundries 


4.451 


$0.04799 
.10 

.20 


.348 


Gh^nulated,  say $5.08 

Results 4.45 


Cost,  say 68 

Q.  Will  you  be  kind  enough  to  read  the  statement?— A.  They  take  96  test  cen- 
trirugal  sugar  as  a  basis,  ana  they  figure  that  there  is  8  per  cent  impurities  and  1 
per  cent  water  in  that,  taking  100  pounds  as  a  basis. 
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The  loss  in  refining  is  about  1  per  cent,  which  would  make  the  pure  sugar  obtained 
95  per  cent.  By  this  they  fi^re  for  convenience  that  it  is  equivalent  to  92^  xx>unds 
of  granulated  sugar,  including  the  yellows;  figuring  on  a  basis  of  pure  granulated 
sugar.  Thev  figure  that  the  sirup  would  be  equivalent  to  2^  pounds  of  sugar  in 
the  sirup;  that  is,  combined  witn  impurities,  making  about  5  pjounds  of  sirup 
altogether.  For  the  purpose  of  this  calculation  they  take  the  sirup  as  worth  2 
cents  per  pound;  that  is,  the  sugar  in  it  is  worth  4  cents  i>er  pound.  Taking  the 
value  of  granulated  sugar,  when  this  was  made  up,  ^anulated  at  5f  would  be 
5.375,  or  5.08  net  for  granulated  sugar,  and  the  sugar  m  the  sirup  at  4  cents  per 
pound,  would  give  92^  pounds  of  granulated  sugar  at  5.08,  which  equals  4.699; 
2^  pounds  of  sugar  in  the  sirup  at  4  cents  would  be  0.10,  making  4.799.  Tlie 
expense  to  be  deducted  is  brokerage,  etc.,  0.5  per  cent,  the  government  revenue 
tax,  one-fourth  per  cent  (you  know  there  is  a  speciid  internal-revenue  tax  on 
gross  sales  of  sugar),  office  eipenaes,  one-fourth  per  cent  (all  packages  cost 
about  10  cents  per  hundred,  say  one-tenth  of  a  cent,  for  tnat),  wages,  fuel, 
bone  black,  repairs,  and  sunaries,  about  20  cents  x)er  hundred,  making  the  net 
result  4.45,  as  against  5.08  for  the  granulated,  showing  a  difference  ofO.OS  of  a 
cent  per  pound. 

Q.  According  to  jour  statement  then,  if  I  understand  it,  the  margin  between 
the  96-degTee  centrifugal  and  the  refined  granulated  would  need  to  be  about  63 
cents  in  order  to  refine  at  a  profit? — A.  (jn  the  basis  of  present  prices,  but  on  a 
lower  basis  of  prices  the  margin  would  have  to  be  less. 

Q.  On  the  basis  of  present  prices?— A.  That  is  what  he  figures  his  sugar  at. 

Q.  Can  you  separate,  without  too  much  trouble,  the  operating  expenses  of 
refining  from  the  loss  that  comes  in  the  raw  sugiur,  so  that  you  can  give  us  the 
cost  of  refining  separate  from  the  loss  that  comes  in  the  changing  of  the  raw  to 
the  refined? — ^A.  It  is  about  85  cents  a  hundred,  the  cost  of  refining,  and  the  dif- 
ference is  the  loss— about  28  cents. 

Q.  Has  this  cost  of  refining,  in  your  jud^pnent,  been  substantially  the  same  for 
some  years  or  is  it  decreasing? — ^A.  It  vanes  sli^htl^,  according  to  the  average 
raw  sugar  used,  and  then  there  is  a  slight  variation  m  the  results  of  refineries. 

Q.  But  further  than  that,  have  there  been  improvements  in  methods  of  refin- 
ing, improvements  in  machinery  or  otherwise,  x)erhap8  in  the  organization  of  the 
refineries,  that  have  tended  to  decrease  the  cost  of  refining  during  the  last  10 
years? — ^A.  Possibly  in  10  years,  but  not  in  the  last  5  years. 

Q.  Tou  think  the  cost  is  substantially  the  same  now  that  it  was  5  years  ago? — 
A.  I  think  so. 

Q.  The  statement  was  made  here  the  other  day  that  the  aim  of  the  American 
Sugar  Refining  Company^  has  been  to  make  a  profit  of  one-fourth  of  a  cent  a 
pound  and  be  content  with  that.  According  to  the  figures  you  have  given  that 
would  require  a  margin  of  0.88?— A.  Yes. 

J|.  In  your  Judgment  is  this  cost  of  refining  that  you  have  given  us  substan- 
ly  the  same  for  the  refinery  that  you  have  a  noted,  for  the  American  Sugar 
Refining  Company,  and  for  the  other  comx)eting  nrms? — ^A.  It  is  possible  that  the 
American  Sugar  Refining  Company,  or  the  Havemeyer  &  Elder  house  and  the 
Spreckles  house  at  Philadelphia  can  refine  at  a  smaller  margin  than  the  others. 
Q.  Will  you  kindly  explain  why? — ^A.  The  fact  that  they  can  run  them  to  their 
full  capacity^.  For  instance,  the  Havemeyer  &  Elder  house  is  supposed,  with  the 
refinery  adjoining  it,  to  be  under  one  management,  and  to  make  12,000  barrels  of 
sugar  a  day;  the  Spreckles  house  is  supposed  to  make  8,000  a  day.  There  is  some 
economy  in  a  house  of  that  size,  I  understand.  I  do  not  think  it  can  amount  to  a 
great  deal;  I  suppose  3  to  5  cents  a  hundred  would  perhaps  represent  the  differ- 
ence, although  that  is  only  my  individual  opinion;  I  nave  no  way  of  telling. 

CAPITAL  NECESSARY  FOR  BUILDING  AND  OPERATINQ  A  REFINERY. 

§j.  Can  you  give  us  any  information  with  reference  to  the  cost  of  building 
neries,  and  tne  amount  of  capital  that  is  required  to  run  refineries  of  the  aver- 
age size  under  normal  conditions? — ^A.  You  want  the  cost  separated  from  the 
land;  of  course  that  plays  a  very  important  part? 

Q.  If  you  can  make  the  sei)aration,  yes.  I^et  lis  take  a  refinerv  substantially  of 
a  million  pounds'  cai>acity. — A.  That  is  about  the  size  of  the  Mollenhauer  and 
National;  Doth  of  them  are  about  a  million  xx>unds;  that  is  about  the  size. 

Q.  (By  Mr.  C.  J.  Harris.)  Each  one  or  both  together?— A.  Both  together 
2,000,000  pounds.  One,  the  Mollenhauer,  is  about  1,150,000  and  the  National 
about  850,000  per  day,  a  total  of  2,000,000  pounds  for  the  two  refineries.  The 
buildings  and  machinery  for  a  plant  of  that  kind,  I  believe,  costs  in  the  neighbor- 
hood of  11,500,000.    At  the  present  time  it  would  probably  cost  more,  on  account 
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of  the  increase  in  the  cost  of  the  iron;  of  course  they  are  largely  bnilt  without  any 
wood,  that  is,  altogether  iron  and  steel. 

Q.  In  your  judgment  then,  to  build  at  the  present  time  a  refinery  of  that 
capacity,  what  we  would  call  an  up-to-date  refinery,  with  the  later  improvements, 
would  probably  cost  somewhat  more  than  $1,500,000?— A.  Probably  $1,700,000. 
The  land  varies  in  value  from  $250,000  to  $600,000,  taking  those  two  as  a  basis. 
One  of  them  is  located  right  in  the  city  of  Brooklyn,  near  the  water  front,  where 
land  is  valuable,  and  the  other  at  Tonkers,  where  it  is  less  valuable. 

Q.  Can  you  now  ^ve  us  some  idea  with  reference  to  the  amount  of  running 
capital  that  is  re^iuired  in  order  to  run  fairly  satisfactorily  a  refinery  of  that 
capacity? — ^A.  You  raean  taking  one  refinery? 

Q.  Yes. — ^A.  It  would  take  somewhere  in  the  neighborhood — carrying  the  usual 
stocks  of  raw  with  the  usual  credits  that  are  given  on  refined  sugar— in  the 
neighborhood  of  $2,000,000  for  each  refinery. 

Q.  For  each  refinery?— A.  Yes. 

Q.  About  what  is  the  average  amount  of  raw  sugar  carried;  of  course  it  varies  - 
greatly?— A.  It  depends  on  the  market.    I  suppose  the  smallest  quantity  is  in  the 
neighborhood  of  15  days*  supply,  which  would  be  30,000,000  pounds  for  the  two. 

Q.  The  largest  varies  accormng  to  your  idea  whether  the  market  is  low  or  high? — 
A.  Sometimes  it  is  8  or  4  times  that;  at  present  I  think  some  of  the  refineries  have 
4  or  5  months*  supply  of  sugar. 

Q.  You  would  think,  then,  that  a  refinery  costs,  with  the  ground,  in  the  neigh- 
borhood of  $2,000,000,  and  oueht  to  have,  under  ordinary  business  conditions,  a 
running  capital  of  something  like  $2,000,000  in  addition?— A.  Yes. 


Q.  About  those  figures? — ^A.  Abput  that;  yes. 


These  opinions  of  yours,  I  judge,  from  the  way  in  which  you  state  them,  are 
based  on  your  exx)erience  in  your  own  refineries? — A.  Yes;  as  to  others  I  liave  no 
means  of  knowing.  Of  course  there  are  credits  which  are  used  very  largely  at 
times  which  makes  less  cash  necessary. 

Q.  Owiqg  to  the  conditions  of  business  you  may  stock  up  with  four  or  five 
times  the  usual  amount  so  that  credit  is  desirable?— A.  Very  imix)rtant. 

SOURCES  OF  THE  SUGAR  SUPPLY. 

Q.  Where  do  you  import  the  larger  quantities  of  your  raw  sugar  from? — ^A.  The 
two  refineries  that  we  represent  use  largely  cane  sugars;  but  of  course,  during 
the  last  8  years,  when  the  product  of  Cuba  has  been  so  small,  we  have  used  a 
large  proportion  of  beet  sugars,  and  they  are  produced  in  Europe  largely. 

Q.  Can  you  tell  the  countries  in  Europe  that  send  here  the  largest  quantities  of 
sugar?— A.  I  think  this  paper  ^  shows  the  product  of  the  world  and  separates  the 
product  of  each  country.  / 

Q.  Suppose  you  select  the  4  or  5  leading  countries  that  send  sugar  to  the  United 
States— beet  sugar  first  and  afterwards  cane?— A.  We  will  say  Germany  and  Aus- 
tria are  the  two  largest. 

Q.  ('By  Senator  Mallory.  )  Can  you  give  the  figures  of  the  shipment  from  Ger- 
many r — A.  No;  I  see  the  two  countries  are  not  separated  here.  It  is  a  matter  of 
record  at  the  custom-house,  of  course. 

Q.  (By  Mr.  Jemks.)  Of  course  it  is  a  matter  of  convenience  for  us  to  nut  it  in 
here;  you  would  say  Germany  comes  first  and  then  Austria  as  reg[ards  tne  ship- 
ment of  beet  su^ar? — A.  Yes;  very  little  French,  hardly  any  Russian,  sometimes 
some  from  Belgium  and  Holland. 

Q.  These  are  substantially  all  beet  sugars?- A.  Yes. 

Q.  Now  as  regards  cane  sugars? — ^A.  Well  of  course  in  normal  conditions  Cuba 
is  a  great  source  of  supply. 

Q.  Then  after  that? — ^A.  I  suppose  you  can  count  Java,  where  the  crop  is  very 
large,  and  then  the  West  India  Islands,  Demerara,  and  Hawaii. 

Q.  Have  there  been  heretofore  large  im];>ortations  made  from  the  Philippine 
Islands? — A.  Quite  large;  yes, 

Q.  Is  there  any  difference  in  the  quality  of  the  beet  sugars  that  come  from  the 
different  Eurox)ean  countries,  or  is  the  quality  substantially  the  same? — ^A.  I 
believe  all  beet  su^ar  is  substantiaUy  the  same. 

Q.  And  if  there  is  any  difference  the  price,  I  suppose,  evens  it  up? — ^A.  Yes. 

1  Weekly  Statistical  Su^rar  Trade  Journal.    Willett  &  Qray,  91,  03  Wall  street,  publishers. 
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COST  OP  REFINING  IN  OTHER  COUNTRIES. 

Q.  Are  yon  familiar  with  the  cost  of  refining  sngar  in  Enrope? — ^A.  Only  from 
statements  that  I  have  seen. 

Q.  Can  yon  give  ns  any  information  with  reference  to  the  api>arent  cost  of 
remiinf^  sngar  in  Germany  as  compared  with  the  United  States?— A.  I  believe  it 
is  considerably  less  in  G^ermany,  b^anse  they  take  beet  sn^u*  and  make  it  into 
refined  in  one  process,  jnst  as  they  are  doing  in  Nebrae^a,  California,  Michigan, 
and  New  York.  There  is  no  bone  black  nsed  at  all;  it  is  a  filtering  process. 
That,  of  course,  does  not  give  as  good  a  quality,  but  it  answers  the  purpose. 

Q.  Then  you  would  say  that  if  we  wanted  to  imxx>rt  refined  gn:'anulated  sugar 
from  Crermany  it  would  be  inferior  in  qualitv  to  our  refined  sugar? — ^A.  Yes. 

Q.  Can  you  give  an  opinion  that  is  at  all  aefinite  with  reference  to  the  differ- 
ence in  the  cost  of  refining  there  as  compared  with  what  it  is  here— how  many 
cents  per  100  pounds?— -A.  Probably  15  to  20  cents  a  hundred  pounds  less  than 
here. 

Q.  Is  the  difference  as  great  as  that,  in  your  judgment? — ^A.  I  think  so;  yes. 

Q.  Does  that  include  any  difference  in  the  cost  of  the  package  in  which  it  is 
put  up?— A.  Partly. 

Q.  Will  you  explain  to  us  what  the  difference  in  the  package  is?— A.  The  prin- 
cipal call  for  sngar  in  this  country  has  always  been  in  barrels  which  cost  from  85 
to  88  cents  a  piece.  The  foreign  sugar  is  packed  in  jute  bags,  and  therefore  is 
less  expensive. 

Q.  Can  you  give  any  information  at  all  as  to  the  cost  of  those  jute  bags? — ^A. 
No.  The  refined  sugar  which  is  x>acked  in  bags  in  this  country  is  in  100-pound 
bags,  first  in  a  cotton  bag,  and  then  a  jute  bag,  which  of  course  adds  to  the  cost. 

Q.  What  is  the  cost  of  the  bag[s  that  are  used  in  this  country?— A.  For  the 
same  quantity  of  sugar,  it  is  practically  the  same.  We  sell  the  barrels  and  bags 
at  the  same  price,  and  in  figuring  the  cost  we  think  there  is  not  enough  difference 
to  consider  tnat  at  all  between  the  bags  and  barrels  we  use. 

EFFECT  OF  THE  SUaAR  TRUST  ON  THE  PRICE  OF  RAW  SUGAR. 

Q.  Have  you  been  able  to  trace  any  direct  influence  of  the  American  Sugar 
Refining  Company  on  the  price  of  raw  sugars? — ^A.  They  of  course  have  a  very 
large  influence  on  it,  because  they  are  such  large  consumers  of  raw  sugar;  but  they 
have  not  the  power  of  making  the  price  for  any  length  of  time  for  raw  sugar. 
Eurox)e  with  its  larger  production  of  beet  sugar  &ces  the  price.  They  make  there, 
I  think,  nearly  5,000,000  tons  of  beet  sugar,  as  against  8,000,000  tons  of  cane  sugar 
produced  in  the  world. 

Q.  So  you  would  say  that  the  price  of  raw  sugar  is  substantially  fixed  abroad? — 
A.  Fixed  in  London,  Germany,  and  France. 

Q.  How  long  have  you  been  engaged  in  the  business  of  buying  and  selling 
suear? — A.  Our  firm  has  been  in  it  for  85  years. 

Q.  And  you  x)ersonally? — A.  1  have  been  connected  with  the  firm  25  years — from 
boyhood  up. 

Q.  You  nave  been  actively  engaged  in  that  firm? — ^A.  For  the  last  15  years;  10, 
say. 

Q.  It  has  frequently  been  asserted  that  the  American  Sugar  Refining  Company, 
on  account  of  the  large  amount  it  buys,  has  been  enabled  to  exert  a  steady 
influence  toward  depressing  the  price  of  raw  sugars.  I  should  like  to  know  if,  in 
your  judgment,  this  tendencv  has  been  appreciable  from  the  time  the  Sugar 
Trust  was  formed?— A.  I  think  it  must  have  been,  from  the  large  amount  of  sugar 
they  use. 

Q.  Would  vou  be  inclined  to  think  that  the  price  of  raw  su^rar  has  dropped  or 
has  been  held,  let  us  say,  10  cents  a  hundred  less  than  it  would  nave  been  if  there 
had  been  the  former  competition  among  small  independent  establishments  instead 
of  one  great  buyer? — A.  No;  I  do  not  think  the  difference  would  have  been  as 
great  as  that;  possibly  one-sixteenth  of  a  cent,  and  only  for  periods  of  a  year. 
Taking  the  world  as  a  basis,  they  can  not  affect  it  for  any  great  length  of  time 
more  than  one-sixteenth  of  a  cent  a  pound,  because  the  product  of  sugar  is  not 
very  much  more  than  is  required  for  consumption  each  year.  The  production  is 
not  increasing  as  fast  as  consumption  is.    I  believe  statistics  show  that. 

Q.  You  are  referring  now  to  the  world  product,  or  to  the  United  States?— A.  The 
world  product. 
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EFFECT  ON  THE  PRICE  OF  REFINED  SUGAR. 

Q.  In  your  judgment  has  there  been  any  restriction  of  the  output  of  refined 
sugar  in  the  United  States  for  the  purpose  of  keeping  the  prices  higher  than  they 
otherwise  would  be— deliberate  restriction  of  the  output?— A.  There  is  no  doubt 
that  at  certain  periods  of  the  year  when  the  consumption  is  less  than  it  is  at 
other  times  the  production  is  curtailed « no  doubt  as  a  business  principle,  to  meet 
the  requirements.  It  is  very  evident  that  if  we  all  should  make  all  the  sugar  we 
could  there  would  be  no  way  of  marketing  it  at  a  profit. 

Q.  And  in  this  adaptation  of  the  supply  to  the  normal  demand  the  American 
Sugar  Refining  Company,  I  suppose,  of  necessity  takes  the  lead?— A.  There  is  no 
way  of  telling  whether  they  do  their  proportion  of  it  or  not.  I  have  no  way  of 
knowing.  Of  course  we  see  the  Dublic  statements  from  week  to  week  of  the 
meltings,  as  made  up  by  Willett  is  Gray,  and  we  know  what  our  meltings  are 
from  day  to  day,  but  as  to  whether  we  are  getting  more  than  we  ordinarily  would 
have  I  have  no  way  of  telling.  Of  course,  I  do  not  think  that  the  meltings  are 
always  stated  coiTectly.  I  do  not  think  it  is  possible  to  get  at  it,  taking  the 
country  as  it  is. 

Q.  This  lessening  of  the  output  comes  regularly,  of  course;  when  the  price 
goes  down  so  that  it  becomes  less  profitable  and  more  difficult  to  market  then 
they  lessen  the  output? — A.  Naturally,  when  the  profit  is  good  we  make  all  we 
can,  and  when  the  profit  is  not  enough  we  make  as  little  as  possible.  For  some 
months  past  we  have  made  very  little. 

Q.  Is  vour  refinery  running  now? — A.  The  Mollenhauer  is  at  present.  The 
National  will  be  in  a  few  days. 

Cj.  About  what  proportion  of  its  capacity  is  the  Mollenhauer  running  now?— 
A.  They  are  running  full  just  at  the  present  time,  but  taking^  the  last  6  months  I 
suppose  they  averaged,  taking  the  two  refineries,  about  one-third  of  their  capacity. 
Of  course  it  has  been  unprofitable. 

METHODS  OF  SELLINQ  SUGAR. 

Q.  Will  you  explain  to  the  commission  the  methods  that  are  followed  by  the 
refineries  and  bv  yourself  as  agent  of  the  refineries  in  placing  your  sugars  upon 
the  market?  The  factor  system — does  that  exist  yet? — A.  That  is  in  existence 
in  some  cities  and  some  parts  of  the  country,  and  up  to  the  last  5  or  6  months  ha? 
been  the  nrincipal  way  of  distributing  the  sugar. 

<j.  Explain  to  us  in  brief  what  this  factor  system  is?— A.  I  take  to-day*8  basis 
as  an  average.  The  price  of  gi-anulated  sugar  is  5^  cents.  From  that  we  allow 
to  the  grocers,  without  regard  to  whether  they  are  factors  or  not,  three-sixteenths 
of  a  cent  a  pound,  and  if  they  buy  100-barrel  lots  we  allow  them  1  per  cent  trade 
discount  and  1  per  cent  for  cash  in  7  days.  They  can  avail  themselves  of  this  1 
-per  cent  discount  or  not,  just  as  they  wish.  At  the  end  of  the  3  months  we  send 
them  a  check  for  the  three-sixteenths  of  a  cent  per  pound  commission,  less  1  per 
cent,  regardless  of  whether  they  have  maintained  the  list  prices  or  not. 

Q.  The  custom  used  to  be  to  require  an  affidavit? — A.  Some  years  ago  we 
required  an  affidavit  as  a  means  of  protection  to  the  grocers,  not  to  the  refineries. 
You  can  readily  see  that  the  price  at  which  the  grocers  sell  sugars  is  of  very  small 
interest  in  one  way  to  the  refineries,  but  it  is  such  a  large  proportion  of  their 
business — I  think  refined  sugar  is  about  one-third  of  their  sales — and  competition  is 
so  keen  throughout  the  country  to  sell  sugar  that  for  a  good  while  they  did  it 
without  any  profit.  At  their  request  this  method  of  selling  sugar  was  adopted  by 
the  refineries.  It  not  only  applies  to  sugar,  but  to  a  good  manv  other  articles.  It 
covers  also  tobacco,  coffee,  and  various  articles.  We  believe  tnree-sixteenths  of  a 
cent  per  pound  pays  them  the  cost  of  distributing  the  sugar  and  a  little  profit. 
It  gives  tnem  a  small  profit,  certainly  as  small  as  anyone  would  be  wsirranted  in 
doing  business  for,  possibly  15  or  20  cents  a  barrel. 

O.  In  your  judgment  is  the  price  that  is  fixed  by  the  refineries  kept  up  fairly 
well  by  the  wholesale  grocers,  since  you  have  dropped  the  affidavit  system? — ^A.  I 
am  sorry  to  say  it  is  not,  for  their  sakes,  not  for  ours. 

Q.  Among  tne  grocers  themselves,  then,  you  think  there  is  a  great  deal  of  cut- 
ting under  these  prices?— A.  No  doubt  of  it. 

Q.  You  say  the  grocers  in  a  large  proportion  of  the  markets  are  selling  sugars 
practically  without  any  profit  at  all? — A.  Yes;  there  are  certain  sections  in  the 
country  where  I  think  profits  are  maintained— New  York,  New  England,  and 
Pennsylvania,  but  west  of  that,  excepting  in  one  or  two  States,  I  think  the  profit 
most  all  the  time  is  nothing. 

Q.  You  think  in  the  eastern  States  they  do  substantially  maintain  the  prices? — 
A.  Yes. 
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Q.  Are  there  any  other  systems  of  selling  sugar,  factor  systems,  and  so  on? — 
A.  There  are  different  States  that  have  systems  of  their  own;  take  Ohio,  for 
instance.  It  was  found  under  some  interpretation  of  the  law  that  it  was  illegal 
to  hold  threensixteenths  of  a  cent  commission  and  in  that  State  we  deduct  from 
the  bill  instead  of  holdingit,  so  that  every  grocer  is  allowed  three-sixteenths  right 
on  the  face  of  the  biU.  They  have  recently  adopted  a  plan  which  they  hope  will 
be  successful  in  helping  them  to  maintain  the  profit  on  sugar. 

Q.  Can  you  explain  to  us  what  the  plan  is? — A.  Well,  I  have  two  circulars  here; 
they  are  printed  documents  and  I  think  there  is  no  secret  about  it.  I  am  very 
willing  to  leave  them  here  if  you  care  to  have  them. 

Q.  Will  you  be  kind  enough  to  read  them  to  us  first,  and  then  put  them  on 
filey— A.  They  are  under  date  of  May  18,  and  May  26, 1899.  They  are  too  lobg  to 
read. 

Q.  Give  us  the  gist  of  them;  it  will  be  better. — A.  The  gist  of  them  is  that  the 
State  has  been  divided  up  into  certain  sections  with  a  committee  appointed  for 
each  section.  They  have  resolved  to  maintain  a  profit  of  one-eighth  of  a  cent 
p^r  pound  in  these  sections,  and  if  it  is  found  that  any  grocery  salesman  is  cut- 
ting the  price  of  sugar  or  coffee  and  it  is  proven  that  it  has  been  cut,  the  com- 
mittee in  that  section  notifies  all  the  grocers  to  reduce  their  price  to  the  price  at 
which  this  grocer  sold  sugar,  immediately  taking  away  any  profit  in  that  section. 
That  is  the  ^st  of  it,  I  believe. 

(The  two  documents  referred  to  are  herewith  attached.) 

[The  Ohio  Wholesale  Grocers'  Association  Company,  Columbas,  Ohio,  May  18, 1890.] 

[Please  file  for  future  reference.] 

To  Ohio  wholesale  grocers. 

Gentlemen:  At  a  meeting  of  the  wholesale  grocers  of  Ohio,  held  at  Columbus, 
May  9  and  10, 1899,  a  new  code  of  rules  and  regulations  was  unanimously  adopted. 
A  part  of  article  4  of  the  new  code  reads  as  follows: 

*'  The  board  of  directors  shall  divide  the  State  into  six  divisions,  and  shall  appoint 
for  each  division  a  local  board  of  three  members." 

At  a  meeting  of  the  board  of  directors  held  in  Columbus  May  18, 1899,  the  State 
was  divided  into  the  six  divisions  as  provided  in  the  new  code  and  the  following 
local  boards  of  arbitration  were  apx)ointed: 

-  No.  1  or  northwestern  district,  composed  of  the  following  cotmties:  Williams. 
Ottawa,  Wood,  Paulding,  Allen,  Wyandotte,  Fulton,  Sandusky,  Henry,  Putnam, 
Hancock,  Crawford,  Lucas,  Seneca,  Defiance,  Van  Wert,  Hardin.  Committee  of 
arbitration  for  the  above  17  counties:  R.  A.  Bartley,  chairman,  Toledo,  Ohio; 
J.  M.  Sealts,  Lima,  Ohio;  W.  T.  Hughes,  Van  Wert,  Ohio. 

No.  2  or  northeastern  district,  composed  of  the  following  counties:  Erie,  Cuya- 
hoga, Geauga,  Portage,  Ashland,  Holmes,  Huron,  Lake,  Trumbull,  Summit, 
Richland,  Stark,  Lorain,  Ashtabula,  Mahoning,  Medina,  Wayne,  Columbiana. 
Conunittee  of  arbitration  for  the  above  18  counties:  J.  H.  Fitch,  chairman, 
Youngstown,  Ohio;  H.  R.  Edwards,  Cleveland,  Ohio;  August  Dannemiller, 
Canton,  Ohio. 

No.  3  or  eastern  district,  comnosed  of  the  following  counties :  Jefferson ,  Harrison, 
Guernsey,  Noble,  Carroll,  Coenocton,  Belmont,  Washington,  Tuscarawas,  Mus- 
kingum, Monroe,  Morgan.  Committee  of  arbitration  for  the  above  12  counties: 
Robt.  McGowan,  chairman,  Steubenville,  Ohio;  Theo.  Wiles,  Zanesville,  Ohio; 
W.  H.  Penrose,  Marietta^  Ohio. 

No.  4  or  southern  district,  composed  of  the  following  counties:  Meigs,  Scioto, 
Ross,  Hocking  Gallia,  Pike,  Vinton,  Lawrence,  Jackson,  Athens.  Committee  of 
arbitration  for  the  above  10  counties:  F.  M.  Bo  vie,  chairman,  Gallipolis,  Ohio; 
George  Appel,  Portsmouth  Ohio ; Vaughters,  Chillicothe,  Ohio. 

No.  5  or  southwestern  district,  composed  of  the  following  counties:  Hamilton, 
Adams,  Warren,  Montgomery,  Shelby,  Clermont,  Highland,  Butler,  Miami,  Aug- 
laize, Brown,  Clinton,  Preble,  Darke,  Mercer.  Committee  of  arbitration  for  the 
above  15  counties :  W.  W.  Andrews,  chairman,  Cincinnati,  Ohio ;  O.  C.  Morrow, 
Hillsboro,  Ohio;  John  K.  Mclntire,  Dayton,  Ohio. 

No.  6  orcentrial  district,  composed  of  the  following  counties:  Franklin,  Greene, 
Logan,  Delaware,  Knox,  Fairfield,  Pickaway,  Clarke,  Union,  Marion,  Licking, 
Fayette,  Champaign,  Madison,  Morrow,  Perry.  Committee  of  arbitration  for  the 
above  16  counties:  Fred  Shedd,  chairman,  Columbus;  Ohio :  H.  H.  Eavey,  Xenia, 
Ohio ;  C.  C.  Stoltz,  Marion,  Ohio. 

Any  complaints  or  violations  on  sugar  or  packaged  coffee  shall  first  be  referred 
to  a  member  of  the  local  board  of  arbitration  having  charge  of  the  division  or 
district  wherein  the  violation  is  alleged  to  have  occurred. 

By  order  of  the  board  of  directors. 

Orrin  Thaokeb,  Secretary, 
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[The  Ohio  Wholesale  Orocen'  Aasoclatlon  Company,  Colambiu,  Ohio,  May  SB,  1899.] 

To  all  wholesale  dealers  in  sugar. 

Gentlemen:  After  a  full  and  fair  discassion  of  the  whole  snbject  of  sugar 
equality  at  a  meeting  of  the  new  board  of  directors  of  this  association,  held  at 
the  office  of  the  secretary  on  the  18th,  the  following  resolution  was  unanimously 
adopted: 

[Copy.] 

'^  Resolved  f  That  we  reinstate  the  equality  plan  for  the  sale  of  sugar  in  the 
entire  State  of  Ohio  on  a  basis  that  may  be  agreed  uix)n." 

Sriggestions  were  then  entertained  by  the  Doard  from  jobbers  located  in  differ- 
ent parts  of  the  State,  after  which  the  following  was  unanimously  adopted: 

'*  Resolved,  That  the  executive  conmiittee  and  the  secretary  publish  a  new  rate 
book,  in  which  the  rates  shall  be  graded  fipraduaUy,  beginning  with  a  one-sixteenth 
basis  in  northern  Ohio,  and  as  the  central  part  of  the  State  is  reached  a  one-eighth 
basis,  and  the  southern  portion  full  equality.  The  same  to  take  effect  May  29, 
1899." 

In  accordance  with  the  above  order  of  the  board  of  directors  the  new  rate  books 
have  been  prepared  and  the  secretary  has  been  instructed  to  send  you  to-day  suf- 
ficient copies  to  supply  each,  of  your  salesmen.  The  new  rate  books  are  to  be 
used  precisely  as  the  old,  viz:  New  York  card  plus  the  rate  in  the  rate  book  oppo- 
site the  town  where  sugar  is  sold,  less  local  rate  of  freight,  to  be  deducted  n-om 
invoice. 

tf!lie  committee  desires  to  say  further  that  under  present  conditions  it  is  impos- 
sible to  ^et  support  from  the  refiners  in  regulating  tne  cutter  and  rebater.  There- 
fore, it  is  left  to  the  honor  and  good  sense  of  each  jobber  as  to  whether  or  not  a 
profit  on  sugar  shall  be  obtained  in  the  future.  You  see  to  it  that  your  men  do 
right,  and  carry  out  the  rules  and  prices  to  the  letter.  Confide  in  vour  comx)et- 
itor,  and  believe  every  man  honest  until  he  is  proven  dishonest.  All  do  this  and 
we  will  have  no  trouble. 

The  committee  adOT)ted  a  new  rule  for  its  guidance  hereafter,  viz: 

**As  soon  as  this  office  receives  reliable  information  that  sugar  is  being  cut  or 
rebated  by  any  house  or  salesman  at  any  given  point,  all  jobbers  who  sell  goods 
at  the  point  wnere  the  cut  has  been  made  or  rebate  given  will  be  notified  at  once 
to  reduce  the  freight  rate  (naming  the  rate)  to  that  particular  point  to  an  amount 
equal  to  the  cut  or  rebate  given.  For  example,  tne  price  or  granulated  to-day 
delivered  in  Elvria,  Lorain  County,  according  to  the  new  rate  book  is  5.58.  Ji 
any  salesman  should  cut  or  rebate  to  a  retailer  in  Elyria,  say  20  cents  per  barrel, 
and  your  salesman  sends  you  a  report  to  this  effect,  examine  the  matter  thor- 
oughly yourself  first,  and  if  you  are  satisfied  that  a  cut  has  been  made,  notify  one  of 
the  members  of  your  local  board  at  once.  The  local  board  will  then  report  the 
same  to  this  office  with  recommendations,  and  if  it  is  shown  to  the  executive 
committee  to  a  reasonable  degi'ee  of  certainty  that  a  cut  has  been  made  the  price 
will  be  fixed  to  all  retailers  in  Elyna  at  5.47,  which,  as  you  see,  will  make  a 
reduction  sufficient  to  meet  the  cut. 

So  it  will  be  seen  that  every  house  will  be  on  exactly  the  same  basis.  The 
dishonest,  as  well  as  the  honest  man,  will,  of  course,  take  the  loss. 

The  jobber  should  be  very  careful  in  making  complaint.  They  should  question 
the  salesman  who  makes  the  change  very  carefully  and  be  sure  that  it  is  well 
founded.  You  can  see  that  if  the  complaint  is  acted  upon  by  the  committee  it 
will  mean  a  loss  to  every  jobber  selling  sugar  at  that  point. 

Any  complaints  or  violations  on  sugar  or  package  coffee  shall  first  be  referred  to 
a  member  of  the  local  board  of  arbitration  having  charge  of  tJie  division  or  dis- 
trici  wherein  the  violation  is  alleged  to  have  occurred,  (See  inclosed  sheet  for 
names  of  committee  of  arbitration  of  your  district.) 

It  is  now  in  your  hands.  Keep  your  salesmen  straight  and  **don't  jump  at  con- 
clusions.'' Take  all  of  them  into  your  private  office  and  explain  the  situation. 
They  are  interested  most  of  all.  Be  sure  you  are  right  before  making  complaint 
to  your  local  board  of  arbitration.  If  a  report  of  a  cut  should  reach  your  ears 
investigate  it  thoroughly  first.  There  will  be  nothing  to  lose  and  everything  to 
gain  by  a  little  investigation. 

The  plan  to  meet  the  rebater  as  outlined  above  has  been  in  operation  in  the 
Chicago  district  for  some  time,  and  it  has  proven  eminently  satisfactory, 
very  respectfully, 

A.  S.  Hammond,  Chairman^ 
J,  E.  Weippenbach, 
J.  H.  Paddock, 

Executive  Committee, 

Orrin  Tracker,  Secretary. 
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Q.  Do  yoa  know  how  long  a  time  this  plan  has  been  in  existence? — ^A.  I  think 
only  since  May  26,  or  May  18, 1899. 

Q.  Not  long  enough  to  see  what  the  effect  is  likely  to  be? — ^A.  In  Chicago  they 
have  had  practically  the  same  system. 

Q.  Have  thcT  had  it  for  some  time? — ^A.  They  have  had  it  there  for  some  time, 
and  the  Ohio  plan  follows  that  of  Illinois,  I  bebeve,  although  I  have  never  seen  it 
so  clearly  stated. 

Q.  Do  you  know  whether  this  Illinois  plan  has  been  successful  in  keeping  the 
prices  uniform? — ^A.  It  has  not  been  entirely  successful  in  keeping  the  prices  at 
a  profit;  but  whenever  a  cut  of  one-eighth  was  made  the  other  grocers  met  it, 
and  every  single  grocer  would  x>erhaps  be  glad  to  come  back  to  one-eighth  of  a 
cent  profit  agam;  so  on  the  whole  it  has  helped  to  maintain  a  small  profit  on  «agar. 

THE  DUTY  ON  SUGAR— IMPORTATIONS  OP  SUGAR. 

Q.  In  your  judgment  the  cost  of  refining  sugar  in  Euroi)e  is  considerably  less 
than  it  is  here.  Does  the  present  differentialtarm  in  favor  of  refined  sugar  largely 
cover  this  difference  in  the  cost  of  refining? — ^A.  I  believe  it  very  nearly  covers 
it.  As  to  iust  what  that  differential  is  I  am  not  able  to  say.  It  is  a  matter  of 
record  in  tne  custom  laws,  you  know,  in  countries  that  pay  a  countervailing  duty. 

Q.  I  said  differential  duty  on  refined  sugar? — ^A.  I  do  not  think  one-eighth  cov- 
ers the  difference  in  the  cost  of  refining  between  the  United  State  and  £urox>e. 

Q.  So  as  far  as  countervailing  duties  are  concerned,  that  is,  the  duties  that  are 

gut  on  imported  sugars  to  offset  bounties  which  are  ^ven  directly  or  indirectly 
y  Euroi>ean  systems;  you  think  that  this  countervailing  duty  is  substanti^y 
accurate? — ^A.  I  think  so;  yes.  It  was  left  open  for  some  months  until  they  could 
determine  it  accurately,  and  I  suppose  the  28  or  88  cents  on  refined  is  as  nearly 
accurate  as  they  can  determine. 

Q.  So  that  at  the  present  time,  so  far  as  these  Enrox)ean  bounties  are  concerned, 
our  refineries  are  certainly  protected? — ^A.  I  think  so. 

Q.  Now,  as  regards  the  cost  of  refining,  this  differential  of  one-eighth  cent  per 
pound  does  not  quite  cover  the  cost? — ^A.  No;  it  does  not  cover  the  difference  in 
this  cost. 

Q.  Can  you  express  an  opinion  as  to  how  much  would  be  required  to  cover 
it? — A.  I  think  I  did  state  a  little  earlier  15  to  20  cents  a  hundred.  I  think  that 
is  as  near  as  one  can  tell  without  going  into  a  very  difficult  calculation. 

Q.  You  think,  then,  that  it  would  not  require  25  cents,  or  one-fourth  of  a  cent 
a  pound,  in  order  to  cover  the  difference?— A.  I  have  an  impression  that  the 

S resent  protection  to  refineries,  whatever  that  may  be  determmed  to  be,  is  suf- 
cient  to  enable  us  to  compete  with  Europe. 

Q.  Are  there  any  importotions  of  foreign  refined  sugars  at  the  present  time? — 
A.  Well,  from  January  1  to  May  25  I  see  the  report  is  1,602  tons;  in  1898  there 
were  12,248  tons,  showing  the  decrease  in  the  2  years  of  10,641  tons. 

What  is  the  total  amount  consumed  in  tons? — ^A.  In  this  country? 

Yes. — A.  Two  million  tons,  in  round  numbers. 

So  that  the  importation  of  refined  sugar  here  is  merely  nominal? — ^A.  Yes. 

Q,  Has  that  condition  of  affairs  with  reierence  to  importations  been  continuous 
for  some  years  back,  or  have  there  been  periods  of  a  few  years  when  large  quan- 
tities of  refined  sugar  were  imported? — ^A.  Whenever  the  prices  maintained  by 
the  refineries  here  are  high  enough  to  warrant  buying  abroad,  it  comes  over,  but 
as  soon  as  the  mar^n  is  reduced  it  ceases  to  come. 

Q.  The  reason,  then,  for  the  nonimportation  at  the  present  time  is  the  very 
low  margin  between  the  raw  and  refined?— A.  Yes. 

Q.  Would  you  tell  us  at  about  what  margin  between  the  raw  and  refined 
sugars  we  begin  to  receive  importations  of  refined  sugar;  I  mean  as  a  matter  of 
history? — ^A.  No,  I  can  not  tell  because  it  is  very  difficult  to  arrive  at  it  accurately. 
It  would  depend  upon  the  surplus  stocks  in  Europe  very  largely.  If  there  is  a 
large  surplus  you  will  find  that  instead  of  lowering  their  prices  tney  would  prob- 
ably ship  it  here,  and  if  they  only  had  enough  for  consumption  on  hand  they 
would  probably  market  it  at  home  instead  of  shipping  it  here,  so  that  it  does  not 
follow  that  the  margin  between  the  raw  and  renned  wovild  be  the  only  reason 
that  the  refined  would  come  here. 

Q.  Of  course,  that  would  not  be  the  only  reason,  but,  in  your  judgment,  that 
would  perhaps  be  the  dominant  influence? — A.  I  think  that  merchants  and  manu- 
facturers of  all  kinds  seek  the  market  where  they  can  net  the  most  money  with- 
out disturbing  their  own  local  markets. 

Q.  Could  you  give  your  opinion — it  would  have  to  be  somewhat  general — as  to 
the  normal  margin  between  the  raw  and  refined  at  which  we  might  expect 
imports? — ^A.  I  should  think  that  if  the  margin  between  raw  and  refined  was 
three-fourths  of  a  cent  per  pound  refined  sugars  would  come  here. 


158  HEARINGS  BEFORE   THE   INDUSTRIAL   COMMISSION. 

Q.  Seventy-fiye  one  hundredths  expresses  substantially  the  cost  of  getting  sugar 
from  Europe,  added  to  the  cost,  with  a  moderate  pront,  of  refining  there? — ^A. 
Not  altojgetaer,  because  in  order  to  maintain  their  prices  in  Europe  they  would 
ship  their  surplus  refined  here  to  be  sold,  even  if  they  had  to  sell  it  at  a  little  lees 
than  they  did  there  at  times. 

COMBINATION  AMONG  THE  SUGAR  REFINERS  A  BENEFIT  TO  THE  COUNTRY. 

Q.  From  your  experience  in  the  sugar  business  for  the  last  few  years,  do  you 
consider  that  a  combination  of  refiners,  such  as  the  American  Su^r  Refining 
Company,  is  to  be  considered  on  the  whole  a  benefit  or  an  evil? — ^A.  I  believe  the 
results  show  that  it  has  been  a  benefit  to  the  country  at  large. 

Q.  And  these  benefits  are  shown? — A.  In  the  reduced  price  at  which  the  con- 
sumers are  getting  their  refined  sugar  and  in  the  more  steady  employment  of 
labor.  Of  course,  the  reduction  in  the  mar^n  of  profit  increases  the  consumption, 
and  we  believe  in  that  way  it  is  very  helpful. 

Q.  (By  Senator  Mallory.)  If  I  understand  that  question,  you  regard  combi- 
nations such  as  the  American  Sugar  Refining  Company  as  the  cause  of  all  this 
reduction?— A.  Well,  personally,  I  think  that  the  American  Sugar  Refining  Com- 
X)anv  has  not  used  the  ];>ower  that  it  might  have  used  to  maintain  exorbitant 
profits.  I  think  it  has  kept  the  margin  of  profit  where  it  paid  well  for  the  money 
invested,  but  has  not  sought  large  profits  over  that. 

Q.  I  did  not  quite  understand  your  answer  or  the  question.  I  understood  it  to 
be  that  in  your  opinion  combinations  such  as  the  American  Sugar  Refining  Com- 
pany produce  beneficial  results  in  lowering  prices  and  keeping  up  wages. — ^A.  In 
the  way  that  particular  organization  has  oeen  managed,  I  believe  the  result  has 
been  beneficial.  I  am  not  referring  to  the  effect  of  trusts  in  general,  but  to  that 
particular  one. 

Q.  Has  the  comi)etition  to  which  the  Sugar  Refining  Company  has  been  sub- 

J'ected  in  the  last  two  years  had  anything  to  do  with  the  reduction  in  prices?— A. 
t  possibly  has;  but  I  think,  by  tne  policy  which  has  been  pursued,  that  the 
American  Sugar  Refining  Company  has  realized  that  it  is  important  to  keep 
the  margin  of  profit  fairly  small,  and  there  is  no  doubt  that  competition,  and  there 
has  been  all  the  time  more  or  less  competition,  has  had  its  effect  too. 

Q.  In  the  event  that  the  American  Sugar  Refining  Company  succeeded  in  sup- 
pressing all  competition  do  you  think  that  beneficial  results  would  remain?— A. 
No,  I  do  not;  it  would  depend  on  who  is  the  manager  of  it,  but  it  is  not  natural. 
I  think  it  would  get  a  larger  price  if  possible. 

Q.  Have  you  heard  or  not  tne  statement  of  the  manager  here  that  they  were  in 
business  for  business  and  not  for  philanthi'ophy? — A.  (No  audible  response  by  the 
witness. ) 

Q.  (By  Mr.  Farquhar.)  When  you  made  the  statement  in  regard  to  the  mod- 
erate prices  charged  by  the  American  Sugar  Refining  Company  does  that  cover  the 
period  between  1887  and  the  present  time?— A.  They  have  been  in  the  organization 
since  that  time.  It  has  varied  in  different  years,  of  course,  and  things  have  come 
in  to  make  the  profit  of  the  American  in  some  cases  larger  than  would  seem  natural, 
for  example,  in  the  purchase  of  raw  sugar.  They  may  be  successful  in  buying  raw 
sugars  when  the  price  is  low,  and  they,  having  enormous  capital,  are  enabled  to 
carry  it.  There  are  certain  seasons  in  the  year  when  an  advance  in  raw  sugar 
would  materially  increase  their  profits.  It  would  effect  the  consumer,  but  prices 
advance  without  their  control  or  without  their  influence. 

Q.  Does  the  question  of  the  tariff  enter  into  the  matter  of  the  stock? — A.  Yes. 

Q.  How?— A.  Naturally,  when  the  duty  was  taken  off  we  carried  just  as  little 
as  possible.  When  the  tariff  was  going  on  we  probably  put  all  our  money  into  sugar, 
and  all  our  credit,  in  order  to  carry  as  much  as  possible. 

Q.  The  sugar  business  is  conducted  on  the  same  business  principles  as  the 
tobacco  business,  for  instance?— A.  Yes;  I  think  it  is.  There  are  general  princi- 
ples that  they  follow.  , 

O.  Is  there  any  advantage  in  having  the  large  capital  that  the  American  Sugar 
Refining  Company  has  in  buying  stock:  and  the  raw  material?  Is  it  a  rule  in  the 
business  to  carry  extraordinary  stocks  at  any  time? — ^A.  It  is  at  times,  because  the 
cane  crop  of  the  world  is  marketed  within  a  few  months — January,  February, 
March,  and  April — and  at  that  time  there  is  the  greatest  pressure  always  to  sell, 
just  as  the  greatest  pressure  to  sell  the  beet  crop  would  be  in  the  fall.  At  those 
times  they  avail  themselves  of  their  immense  capital  to  get  as  Isirge  a  supply  as 
possible  at  the  lowest  prices  possible. 

Q.  Then  the  commission  should  understand  from  your  former  answer  that  it  is 
the  principle  of  the  American  Refining  Company  to  control  the  market  as  much 
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as  x>068ible  and  to  get  control  of  the  price  at  a  moderate  per  cent  of  profit? — A.  I 
think  so;  yes. 

Q.  Do  you  think  that  they  have  adopted  that  line  of  policy  as  a  matter  of  saf  et^y 
against  opposition  or  as  a  bnsiness  method  of  getting  an  ordinary  profit  ont  of  this 
large  capital? — ^A.  I  do  not  doubt  that  the  fear  of  competition  influences  them;  it 
would  anybody.  They  do  not  want  to  encourage  other  competition.  The  fact 
that  the  Arbuckle,  the  Doecher,  and  our  refineries  have  been  built  since  the  trust 
was  formed  shows  that  capital  is  very  willing  to  go  into  a  business  where  there  is 
a  margin  of  profit,  and  there  is  considerable  risk  with  it,  too,  of  course. 

COMPLETE  CONTROL  BY  ONE  ORGANIZATION  WOULD  NOT  BE  BENEFICIAL. 

Q.  Then,  as  another  business  proposition,  suppose  you  are  the  head  of  a  con- 
cern that  is  able  to  control  80  per  cent  of  the  wnole  output  of  the  refined  sugar  of 
thi»  country,  would  you  regard  it  as  a  good  business  proposition  on  your  own  part 
for  your  board  of  directors  to  control  by  any  possible  means  the  other  20  x>er  cent? — 
A.  I  should  not  think  it  was  good  business  policy;  no. 

Q.  Would  you  please  give  your  reasons  wny  perfect  control  is  not  ^ood  business 
IK)licy? — ^A.  Perfect  control  of  any  article  of  universal  consumption  is  a  very  dan- 
gerous thing  for  any  company  or  anv  body  of  men  to  have. 

Q.  (Interrupting).  That  is  just  what  I  want  to  get  at .A.  (Continuing).  In 

my  opinion  we  are  all  human,  and  we  would  naturally  use  the  ];>ower  it  gave  us. 
We  would  be  restricted  only  by  the  fear  of  comx)etition. 

Q.  When  vou  say  a  dangerous  power  for  them  to  have,  you  mean  dangerous 
for  the  i)eople  in  general?— A.  Yes.  They  might  not  all  be  as  broad-minded  as 
Mr.  Havemeyer  in  mana^ng  the  concern;  they  might  want  to  exact  larger  profits. 

(J.  You  have  noticed,  I  presume,  in  the  public  prints  what  he  has  said  before 
this  commission — that  the  profits  have  come  from  the  consumer,  and  that  it  is 
their  intention  to  control  the  market  as  widely  as  they  can.  Now,  what  I  wish 
to  know  is  what  effect  these  independent  refineries — ^there  is,  15  to  20  per  cent 
of  refined  sugar  produced  outside  of  the  Havemeyer  Company — ^have  on  the 
general  market,  on  the  consumer?  What  power  through  this  limited  attempt, 
you  might  say,  have  you  to  control  prices?— A,  We  have  not  the  power  to  control, 
but  wehave  the  jwwer  to  influence  prices. 

Q.  (By  Mr.  Ratchford)  .  Do  you  think  that  power  is  in  the  interest  of  the  con- 
sumer?—A.  I  think  it  is;  it  has  oeen  so. 

TOO  MUCH  COMPETITION  IS  HARMFUL. 

Q.  If  the  independent  refiners,  producing  20  per  cent  of  the  sugar  in  this  coun- 
try, have  a  beneficial  influence  to  the  consumer,  would  not  that  beneficial  influ- 
ence be  increased  from  the  consumer's  standpoint  if  the  number  of  independent 
refineries  was  double  or  treble  what  it  is  to-day? — ^A.  It  might  be  temporarily, 
but  it  is  a  question  how  long  some  of  them  would  last.  Some  of  them  would  have 
to  go  out  of  business  because  it  would  be  made  unprofitable.  While  competition 
is  necessary  to  a  certain  extent,  it  can  be  too  great. 

Q.  What  would  cause  them  to  go  out,  in  your  judgment?— A.  Well,  if  there 
was  more  sugar  made  than  could  be  used,  we  would  naturally  have  to  sell  it  for 
less. 

Q.  The  operation  of  the  law  of  supply  and  demand?— A.  It  might  take  2  or  3 
years  to  do  it,  and  it  might  take  5  years.  It  would  depend  upon  how  much  money 
each  one  had  to  start  with. 

RAW  SUGAR  INDUSTRY  AT  PRESENT  IN  A  HEALTHY  CONDITION. 

Q.  You  said,  I  believe,  earlier  in  your  testimony,  that  the  production  of  sugar 
was  not  increasing  so  rapidly  as  the  demand? — ^A.  I  believe  that  is  what  the  figures 
of  the  world  show. 

(^.  Well,  what  have  the  American  Sugar  Refining  Company,  and  other  concerns 
of  its  kind  engaged  in  that  industry,  to  do  with  bringing  about  that  condition?— 
A.  In  reducing  the  output? 

Q.  Either  in  extending  the  markets  or  curtailing  the  output?— A.  The  great 
reason  for  the  curtailing  of  the  output  of  the  sugar  in  the  world  has  been  tlie 
war  in  Cuba  and  the  Philippine  Islands.  Cuba,  some  years  ago,  as  is  well  known, 
produced  1,000,000  tons  of  sugar  per  annum.  Their  output  for  the  last  2  or  3 
years  has  been  250,000  to  800,000  tons.  It  is  very  likely  that  in  the  next  5  years 
Cuba  will  be  producing  1,000,000  tons  of  sugar.  As  soon  as  people  feel  that 
investments  can  be  made  there  with  safety  there  is  money  to  go  there  to  produce 
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STigar.  It  can  be  grown  there  more  cheaply  than  in  any  other  place  in  the  world, 
in  my  opinion. 

Q.  Then,  that  situation  would  be  present  even  in  the  absence  of  largt?  combina- 
tions in  that  industry? — A.  Yes. 

Q.  It  is  due,  is  it  not,  in  other  words,  to  natural  causes? — ^A.  I  think  it  has  been 
an  unnatural  cause,  war. 

Q.  That  bein^  the  case,  then ,  the  raw  sugar  industry  is  in  a  healthy  condition? — ^A. 
Yes;  I  believe  it  is.  I  think  it  will  be  some  time,  probably  6  to  10  years,  before 
the  production  of  sugar  in  the  world  will  be  such  as  to  reduce  the  price  more 
than,  possibly,  half  a  cent  a  pound.  I  think  the  tendency  will  be,  as  Cuba 
increases  her  production,  to  reauce  the  "price  of  raw  sugar  and  in  that  way  to 
reduce  the  price  of  refined  sugar,  and  this  country  will  be  greatly  benefited  by 
the  increase  in  production. 

Q.  If  the  sugar  industry  be  in  a  healthy  condition,  then,  wherein  is  the  neces- 
sity, in  your  jud^ent,  for  the  formation  of  trusts  or  combinations  in  order  to 
regulate  production  and  control  prices? — ^A.  They  do  not  regulate  the  production 
except  in  so  far  as  they  have  the  power  to  make  a  great  deal  more  renned  sugar 
than  can  possibly  be  consumed. 

Q.  Did  they  not  close  down  refineries? — ^A.  Because  they  had  capacity  to  mskke 
more  sugar  than  the  country  could  xx>s8ibly  consume. 

Q.  Does  that  not  regulate  production? — ^A.  Is  there  any  business  that  is  not 
regulated  by  supply  and  demand  whether  in  the  form  of  combination  or  indi- 
vidual?  I  do  not  know  of  any. 

Q.  It  is  true  all  business  is  regulated  by  supply  and  demand;  but  in  the  absence 
of  large  corporations  and  trusts  is  it  true  that  industries  are  closed  down  indefi- 
nitely, and  in  some  instances  dismantled,  the  business  transferred  from  one  com- 
munity or  one  city  to  another?  Is  that  true  in  any  instances  except  under  the 
operation  of  trusts  or  combinations? — A.  It  might  not  be  transferred  to  other 
cities;  they  go  out  of  business  and  fail. 

Q.  (By  Mr.  Farquhar.)  Do  you  know  of  any  United  States  refiners  that  have 
any  interests  in  Cuban  sugar  lands? — ^A.  Not  as  refiners. 

Q.  No,  I  mean  companies,  the  American  refiners,  companies  of  any  kind,  have 
they  any  interest?— A.  As  individuals  they  have  some  interests.    Some  of  our  peo- 

Sle  own  a  plantation  in  Cuba,  which  has  just  recently  been  bought  with  a  view  of 
evelopment.  In  fact,  a  cable  came  to  us  a  few  days  ago  offering  a  large  estate 
that  some  of  our  people  are  going  to  manage.  We  believe  that  means  good  busi- 
ness under  our  Gtovemment 

Q.  Now,  do  you  know  or  have  you  any  knowledge  of  Mr.  Havemeyer  going  into 
that? — A.  No  doubt  Mr.  Havemeyer  has  investments  in  Cuba  entirely  independent 
of  the  American  Sugar  Refining  Company,  just  as  any  other  individual  might  own 
a  great  many  other  things.    His  money  buys  it. 

THE  PROFIT  IN  SUGAR  REFINING. 

Q-  You  spoke  of  an  ordinary  refinery  costing  a  million  and  a  quarter? — ^A.  A 
million  and  a  half,  I  think  I  said. 

Q.  A  million  and  a  half ;  and  melting  1,000,000  pounds  a  day? — ^A.  That  is  with- 
out the  land,  you  mean? 

Q.  For  a  working  capital  of  that  refinery  you  perhaps  need  about  two  millions? — 
A.  Yes. 

Q.  So  that  you  take  the  whole  capitalization,  and  it  would  be,  say,  four  mil- 
lions?— ^A.  Yes. 

Q.  Now,  out  of  your  intimate  knowledge  of  the  whole  sugar  business,  can  you 
give  this  commission  any  idea  how  often  a  refinery  of  that  Kind  could  turn  over 
its  capital  inside  of  12  months?— A.  They  could  probably  do  it  from  4  to  6  times. 

Q.  Four  to  6  times? — A.  Yes. 

Q.  That  comes  from  your  80  days'  settlement,  especially  your  short  credits, 
does  it  not? — ^A.  Yes. 

Q.  The  immediate  return  of  the  capital  to  your  hands? — ^A.  Yes;  and  the  dis- 
count is  made  so  much  to  the  grocers  that  it  is  an  inducement  to  them  to  discount 
their  bills,  because  1  per  cent  in  7  days  is  equivalent  to  about  12  per  cent  per 
annum  if  they  take  30  days'  time,  and  therefore  it  is  best  for  them,  if  they  can,  to 
borrow — ^as  they  do  in  our  large  centers — the  money  at  31,  4,  and  5  per  cent, 
according  to  their  credt. 

Q.  Now,  if  you  are  not  giving  away  any  confidence  here,  would  you  be  willing 
to  state  to  this  commission  what  per  cent  that  capital  would  earn;  I  mean  in 
good  prosperous  times;  would  it  turn  over  2  per  cent  net? — A.  Two  per  cent  6 
times  would  be  12  per  cent  a  year. 

Q.  Yes. — ^A.  It  would  be  more  than  that. 
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Q.  How  mnch  more  have  you  an  opinion  it  wonld  be?— A.  Well,  if  the  refinery 
paid  20  per  cent  a  year  on  its  stock  (not  on  the  fonr  millions,  I  do  not  mean,  but 
as  ours  is  capitalized  at  one  million,  although  worth  two  millions)  it  would,  on  two 
millions,  be  equivalent  to  10  x>er  cent  on  the  investment,  which  is  certainly,  in  our 
opinion,  little  enough  for  the  risk  of  the  business  in  these  times  and  for  the  ability 
it  takes  to  manage  it. 

Q.  Well ,  you  could  safely  say  that  in  good  times  it  would  probably  go  up  from  10 
to  12  or  20  per  cent? — A.  Which  would  vary  probably.  It  would  vary,  not  perhax>s 
altogether  according  to  the  profit  made  in  refining,  but  according  to  the  fortunate 
purchases  of  raw  sugar^possibly. 

Q.  (By  Mr.  Jenks.)  Ton  speak  of  the  money  that  is  made  in  the  fortunate  pur- 
chase of  raw  sugar  and  you  have  spoken  of  that  quite  frequently.  You  may  happen 
to  buy  a  large  stock  of  raw  su^^r  when  it  is  low  and  then  gain  the  benefit  of  the 
increase  in  price? — ^A.  It  is  quite  prominent  in  my  mind  just  at  present,  because 
it  has  quite  frequently  been  the  case  in  some  refineries. 

Q.  It  is  also  quite  frequent  for  the  reverse  process  to  take  place?— A.  Yes;  a 
great  deal  of  money  has  been  lost  in  that  way. 

Q.  You  have  spoken  of  one  side,  not  of  the  reverse  side?— A.  It  is  ];>ossible;  yes. 

Q.  From  your  experience  in  the  business,  I  judge  from  what  you  say,  the  capi- 
tal that  is  handled  that  way  by  the  American  refiners  is  more  frequently  handled 
to  make  a  profit  than  a  loss? — ^A.  Well,  there  have  been  conditions  in  the  last  6 
years  of  changes  in  the  tariff,  war,  and  other  conditions  that  have  made  it  possible. 

Q.  (By  Mr.  Phillips.)  Can  the  refining  industry  be  carried  on  without  any 
tariff  on  sugar?— -A.  I  think  it  would  decrease  very  rapidly  in  this  country  and 
would  be  moved  to  Europe,  to  Cuba,  and  other  countries  if  it  was  not  protectedi 

Q.  How  much  tariff  do  you  think  is  necessary  to  maintain  the  industry  in  this 
country?— A.  Well,  the  fignire^  as  I  saw  it  stated  the  other  day,  is  one-eignth  of  a 
cent  now.  I  think  there  is  a  httle  more  than  that  protection  in  it;  I  think  some- 
where from  15  to  17  cents  a  hundred  protection  as  against  Europe.  Under  the 
sreat  decrease  in  the  j>roduction  of  cane  sugars  they  have  practically  had  the 
benefit  (that  is,  Louisiana,  the  beet  States,  and  the  Hawaiian  Islands)  of  this 
countervailing  duty  in  the  prices  that  they  get  for  their  products.  Under  condi- 
tions where  we  were  using  a  very  much  larger  x>er  cent  of  cane  sugar  from  Cuba, 
it  would  decrease  somewmtt. 

CONDITIONS  OP  LABOR  IN  SUGAR  REPINING. 

Q.  Are  you  informed  in  regard  to  the  labor  employed  in  the  refining  of  sugar?— 
A.  Only  in  a  general  way. 

Q.  And  the  conditions  under  which  they  work?— A.  They  work  under  very 
much  more  favorable  conditions  than  they  did  from  5  to  7  years  ago.  They 
have  very  much  more  thought  ^ven  to  their  comfort.  I  think  an  average  of 
8  to  5  cents  an  hour  more  money  is  paid  to-day  than  some  years  ago.  That  would 
be  a  matter  that  could  be  determined,  but  my  impression  is  that  it  is  about  that. 

Q.  (By  Mr.  Ratchpord.)  What  wages  do  they  get  generally?— A.  I  think  it 
averages  now  practically  for  the  lowest  paid  labor  from  15  to  18  cents  an  hour, 
and  they  have  work 

Q.  (By  Mr.  Farquhar.)  How  many  hours  a  day  do  they  work?— A.  I  think  in 
most  refineries  they  work  on  an  average  of  10  hours  a  day,  but  of  course  the 
length  of  the  day  varies.  Sometimes  they  work  10  or  12  hours  a  day  for  a  week 
and  then  they  are  thrown  over  to  8  hours,  but  I  think  they  average  about  10 
hours  a  day. 

Q.  Ten  hours  a  day.    How  constant  is  that  employment?— A.  Pretty  steady. 

Q.  (By  Mr.  Phillips.)  Are  the  laborers  subjected  to  a  very  great  degree  of 
heat?— A.  There  are  a  few  men  who  are  employed  in  the  filter  house,  when  "per- 
haps  for  2  or  3  hours  a  day  it  is  necessary  for  them  to  be  where  the  temperature 
is  nigh;  but  from  what  I  have  seen  those  men  are  just  as  well  pleased  with  that 
work — of  course,  it  is  only  a  short  time— as  where  the  men  work  in  the  cooler 
parts  of  the  refinery.  There  are  very  few  men  required  in  that  part  of  the  refinery, 
of  course,  because  the  mechanical  devices  for  handling  charcoal  are  so  perfect 
that  very  few  men  are  needed. 

Q.  What  class  of  labor  or  what  nationality  is  employed  chiefly  in  the  sugar 
refineries? — ^A.  I  think  they  are  very  largely  German,  some  Irish;  I  think  hardly 
any  Italians;  there  may  be  a  few. 

Q.  (By  Representative  Bell.)  You  spoke  of  investment  in  Chiba  by  individuals 
engaged  in  the  sugar  business.    Does  that  also  ertend  to  Hawaii?— A.  The  refinery 
that  IS  located  in  California,  I  believe,  has  some  interest  in  Hawaiian  plantations 
Bir.  Spreckles  particularly. 

Q.  What  effect  do  you  think  the  supply  that  would  come  from  Cuba  would  have 
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upon  beet  suffar  production  in  this  country? — A,  Do  you  mean  if  the  sugar  of  Cuba 
was  admittea  free? 

Q.  Yes;  I  suppose  it  is  the  idea  of  the  investors  that  it  will  be  admitted 
free. — ^A.  Not  necessarily,  because  it  can  be  grown  so  very  much  more  cheaply 
than  cane  and  beet  sugar  can  be  in  this  country  that  therefore  we  would  want  to 
have  sufficient  tariff  to  enable  the  cane  and  beet  to  compete  with  the  sugars  from 
there. 

Q.  Why?  Would  that  be  from  the  cheap  labor  there? — ^A.  No;  from  the  natural 
conditions  of  Cuba;  they  say  it  is  the  ideal  place  to  grow  sugar. 

CONDITIONS  OF  LABOR  IN  THE  PRODUCTION  OF  RAW  SUGAR. 

Q.  What  is  the  labor  problem  there? — A.  Of  course,  it  is  very  unsettled,  but 
witn  the  moving  in  of  x)eople  from  this  country  it  will  be  very  much  changed. 

Q.  You  have  no  idea  that  the  people  in  this  country  will  ever  go  to  Cuba  to 
labor  in  the  sugar  refineries  there? — A.  I  have  an  idea  that  the  colored  people  of 
this  country  wul  find  conditions  so  satisfactory  that  they  will  find  a  very  accept- 
able and  profitable  employment  there. 

Q.  Your  idea  is  that  ii  we  Americanize  Cuba  it  will  be  through  the  colored 
people? — A.  Under  the  direction  of  men  who  will  have  to  direct  them  in  the  grow- 
mff  of  sugar. 

Q.  What  is  the  average  wages  x>aid  on  a  plantation  in  Cuba  and  Hawaii?— A.  1 
think  in  Cuba  it  has  been  only  60  to  70  cents  a  day,  but  under  the  conditions  that 
are  ruling  now  and  from  the  information  I  have  received  recently  I  think  they 
are  getting  from  $1.25  to  |1.50  a  day  for  labor  in  the  field. 

Q.  And  a  man  furnishes  himself,  does  he? — ^A.  They  did;  yes. 

Q.  On  60  to  70  cents?— A.  They  used  to;  that  is,  the  food  was  paid  for  by  them- 
selves. 

Q.  About  what  part  of  the  year  do  these  refineries  run;  do  they  run  con- 
stantly?— ^A.  I  think  some  of  the  refineries,  of  course,  run  constantly.  Those  that 
are  the  very  best  equipped  are  run  constantly,  except,  perhaps,  for  three  or  four 
weeks  in  the  year  when  they  are  cleaning  up  and  repairing.  The  surplus  refine- 
ries owned  by  the  American  Sugar  Renning  Company  are  only  run  during  the 
season  when  the  consumption  warrants  it. 

A    REARRANGEMENT    OP    THE    TARIFF  WOULD    BE    DETRIMENTAL    TO    THE    SUGAR 

INDUSTRY. 

Q.  Now,  it  was  said  here  the  other  day  that  the  tariff  was  too  low,  and  were  it 
not  for  the  tariff  the  refiners  would  have  to  go  out  of  business.  The  same  man 
who  states  that  also  states  that  the  combination  of  sugar  refineries  never  could 
have  been  built  up  but  for  the  tariff.  Is  it  your  idea  that  a  higher  tariff  than  the 
present  would  cause  an  increase  in  the  competition  of  refiners? — A.  I  do  not  think 
I  am  familiar  enough  with  the  conditions  to  express  an  opinion  about  that.  I 
think  there  are  enough  refineries  in  the  country  to  last  for  some  years. 

Q.  What  induces  you  to  believe  that  the  tariff  ought  to  be  increased?  I  think 
you  said  it  ought  to  be  increased  to  15  or  20  cents.— A.  I  said  that  I  believed  that 
the  protection  under  the  present  law  is  somewhere  between  15  and  17  cents  a 
hundred. 

Q.  You  did  not  express  an  opinion  as  to  whether  it  was  high  enough?— A.  I  did 
not  express  any  opinion  in  regard  to  it. 

Q.  Have  you  an  opinion  on  that  subject?- A.  Well,  I  have.  I  think  that  any 
rearrangement  of  the  tariff  would  be  more  detrimental  to  the  business  than  any 
increase  that  would  be  apt  to  go  to  the  refiners.  I  think  this  continuous  discus- 
sion of  the  tariff  and  continuous  unsettling  of  business  conditions  by  this  talk  about 
the  tariff,  taking  the  average  of  years,  is  a  detriment  to  the  country. 

Q.  The  tariff  has  prevented  the  importation  of  refined  sugar,  together  with 
competition,  so  far? — A.  Yes;  in  a  large  measure. 

Q.  And  you  see  no  reason  why  it  should  be  increased? — ^A.  Not  unless  condi- 
tions in  other  parts  of  the  world  should  make  it  necessary  to  increase  it. 

PRESENT  CONDITION  OF  SUGAR  BUSINESS  THE  RESULT  OF  SHARP  COMPETITION. 

Q.  You  have  declared  no  dividends  on  your  stock  so  far? — A.  Not  this  year, 
no;  we  always  have  paid  dividends  up  to  this  year. 

Q.  Are  your  conditions  harder  this  year  than  they  have  been  heretofore? — ^A. 
They  certainly  are;  yes. 
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Q.  That  is  caused  by  this  very  sharp  competition?— A.  It  is;  yes.  I  do  not 
believe  there  is  any  refinery  in  the  country  that  has  made  any  money  in  the  last 
6  months,  except  possibly  that  losses  have  been  reduced  by  having  cheap  raw 
sugars  which  they  nave  been  able  to  market  at  a  little  higher  prices  than  were 
mling  some  months  ago. 

(j.  Do  yon  have  organized  labor  or  xmor^nized? — ^A.  1  believe  in  one  refinery 
it  is  organized  labor;  in  the  other  1  believe  it  is  not. 

Q.  Is  there  any  discrimination  made  between  this  organized  and  unorganized? — 
A.  I  think  not. 

Q.  Do  you  know  about  what  prox)ortion  of  the  refineries  are  running  now? — A. 
I  know  in  a  general  way  that  the  outside  refineries  are  making  as  little  sugar  as 
possible,  and  the  American  Sugar  Refining  Company  is  making  a  good  deal  of 
sugar. 

Q.  And  the  independents? — ^A.  Are  making  as  little  as  possible. 

Q.  Still  because  it  is  not  profitable? — A.  And  probably  10  per  cent  of  the  coun- 
try is  being  supplied  by  the  outside  refineries. 

Q.  Tou  are  willing  the  American  Sugar  Refining  Company  shall  lose  as  much 
money  as  x)Ossible? — A.  We  are  willing  they  should  have  all  the  business,  so  far 
as  we  are  concerned,  at  present  prices. 

Q.  Do  you  imagine  they  will  destroy  the  independent  refineries? — ^A.  No:  I  think 
it  will  take  15  or  20  years  at  least,  and  that  by  that  time  they  will  adopt  some 
other  method.  I  think  they  will  adopt  some  ouier  method  within  the  next  2  or  3 
years,  maybe  the  next  6  months.    No  one  can  tell. 

Q.  Is  your  organization  a  company  or  a  mere  firm? — A.  A  firm.  B.  H.  Howell 
&  Son  is  a  firm,  a  partnership.  The  Mollenhauer  is  incorporated  under  the  laws 
of  New  York,  and  the  National  is  incorporated  under  the  laws  of  New  Jersey. 


Q.  You  represent  all  those  companies? — A.  We  do;  _yes. 


^  (By  Mr.  Farquhab.)  Does  the  cheapening  of  refined  sugar  to  the  consumer 
result  from  competition  entirely  within  the  United  States? — A.  It  does  just  at 
present;  yes. 

Q.  At  present? — A.  Yes. 

Q.  Ana  that  competition  could  not  be  maintained  without  the  presence  of  the 
index)endent  refiners? — A.  I  think  not. 

RELATION  OF  THE  SUGAR  TRUST  TO  THE  INDEPENDENT  REFINERS. 

Q.  (By  Mr.  C.  J.  Harris.  )  From  your  knowledge  of  the  sugar  refining  business, 
does  the  American  Sugar  Refining  Company  control  directly  or  indirectly  some 
of  these  outside  companies  that  apx>ear,  to  the  general  outside  public,  to  be  inde- 
pendent?— A.  I  know  positively  that  they  do  not  control  these  outside  refineries. 

Q.  Not  directly  or  indirectly? — A.  Directly  or  indirectly.  I  am  interested  in  2 
of  them  and  I  know  who  owns  them.  I  know  they  do  not  control  the  Arbuckle 
and  Doscher,  the  Nash  &:  Spaulding  in  Boston,  and  the  McCahan  in  Philadelphia, 
and  they  certainly  do  not  control  or  own  2  or  3  in  Louisiana  and  Texas,  and  they 
certainljT  do  not  own  or  control  the  beet  producers,  and  they  do  not  control  the 
California  Beet  Sugar  and  Refining  Company,  which  is  owned  by  Hawaiian  plant- 
ers largely. 

Q.  (By  Mr.  Phillips.)  Is  the  American  Company  making  any  money  at  the 
present  time,  have  you  reason  to  believe? — A.  My  information  is  that  they  are  not 
making  money. 

Q.  Are  they  paying  dividends? — ^A.  They  did  declare  a  dividend  a  short  time 
ago.  Mr.  Havemeyer  has  given  a  very  good  reason  for  that,  I  think,  in  his  answer. 
It  is  very  easy  for  a  board  of  directors  to  declare  a  dividend;  then  the  question  of 
pa3ring  it,  of  course,  is  a  business  prox>osition. 

Q.  (By  Mr.FARQUHAR.)  One  is  an  executive  act  and  the  other  is  a  business 
projwsition? 

Q.  (By  Mr.  Phillips.)  Do  you  mean  to  intimate  that  they  declare  it  and  it  is 
not  paid  to  the  stockholders? — A.  No;  I  believe  they  can  declare  a  dividend  out 
of  their  surplus  and  pay  it;  they  certainly  are  able  to  pay  it. 

Q.  Your  judgment  is  that  they  pay  it  out  of  their  surplus,  and  not  out  of  their 
present  earnings? — ^A.  I  think  the  dividend  for  the  last  3  months  will  be  paid 
out  of  their  surplus. 

Q.  (By  Mr.  Kennedy.)  Do  you  know  what  their  surplus  is? — A.  No;  I  do  not. 
There  are  a  good  many  thousands  of  people  in  this  country  that  would  like  to 
know,  especially  those  who  operate  in  the  stock.  I  do  not  know  as  they  would 
like  to  know  either,  because  then  there  would  not  be  the  uncertainty  there  is  about 
it  now,  which  is  a  great  source  of  income  to  the  stock  manipulators. 
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THE  BEET-SUGAR  INDUSTRY  IN  THE  UNTTBD  STATES. 

Q.  (By  Senator  Mallort.)  Can  yon  state  the  relation  which  the  beet  sn^ar 
mannf  actured  in  this  country  by  the  direct  process  bears  to  the  total  manniac- 
tured  product  in  this  country? — A.  There  has  been  a  statement  prepared  here  by 
Willett  &  Gray  showing  the  beet  crop  estimated  for  this  year,  taking  each  State 
by  itself,  and  it  is  about  as  nearly  correct  as  anything!  have  seen.  It  shows  that 
there  are  11  States  in  which  factories  are  operated.  They  expect  the  product  for 
this  year  to  be  122,000  tons  of  sugar. 

Q.  One  hundred  and  twenty-two  thousand  tons.  As  compared  with  the  produc- 
tion in  this  country  of  refined  suKar,  that  is  something  less  than  one-twentieth, 
is  it  not?— A.  Five  per  cent  would  be  about  100,000  tons,  and  this  is  125,000,  say. 

Q.  This  is  what  I  am  referring  to.  Is  the  beet  sugar  ginned  by  the  direct  proc- 
ess?— ^A.  It  shows  that  Michigan  is  going  to  make  82,000  tons;  California,  ^,000 
tons. 

Q.  Can  you  give  any  idea  of  the  relative  increase,  in  the  last  2  or  3  years,  of 
the  product  of  that  kind  of  sugar?— A.  Last  year  it  was  only  about  34,000  tons, 
X>artly  in  consequence  of  a  drought  in  California;  the  year  before  it  was  about 
41 ,000  tons. 

Q.  Has  it  increased  very  greatly  this  year?— A.  Especially  in  Michigan  and 
New  York,  where  they  have  a  State  bounty,  there  is  a  very  important  increase. 

Q.  What  would  be  the  effect  of  susar  from  Cuba  in  case  we  annex  it— the 
effect  of  free  sugar  from  Cuba?  Would  it  be  deleterious  to  that  industry  in  this 
country? — A.  I  think  in  5  years — it  would  commence  to  decrease  immediately. 

Q.  As  soon  as  sugar  commenced  to  be  imx)orted  freely? — A.  I  think  it  would 
decrease  here  in  Louisiana,  and  in  beete,  because  we  can  not  comxiete  with  Cuba 
in  growing  sugar. 

Q.  Well,  the  sugar  production  of  Louisiana  is  comparativelv  small  in  compari- 
son with  the  consumption  here? — A.  It  is  about  220,000  tons,  I  believe. 

Q.  (By  Mr.  Farquhar.)  Do  you  know  whether  there  is  any  limit  of  these  State 
bounties  on  sugar — beet  sugar? — A.  I  think  they  are  only  paid  from  year  to  year. 
It  takes  legislation  each  year  to  pay  it. 

Q.  Do  you  know  as  to  the  progress  they  are  making? — A.  Not  exactly;  no.  As 
I  xmderstend  it,  Michigan  is  the  one  that  is  increasing  most  rapidly,  and  they  pay 
it  from  year  to  year,  as  New  York  does. 

Q.  (By  Representative  Bell.)  When  was  that  report  made  up? — A.  It  was 
made  up  this  year,  quite  recently. 

Q.  Does  it  credit  anything  to  Colorado? — A.  Yes;  they  expect  to  make  3,000 
tons  this  year,  using  30,000  tons  of  beets,  with  3,000  tons  of  refined  sugar  output. 
In  Utah  it  is  28,000;  California,  54,000. 

Q.  (By  Mr.  C.  J.  Harris.)  There  is  only  about  100,000  tons  that  is  expected  to 
be  made? — ^A.  One  hundred  and  twenty-two  thousand. 

Q.  (By  Mr.  Conger.)  Do  you  know  when  Michigan  first  paid  a  bounty  on  the 
production  of  Deet  sugar? — A.  I  think  it  was  2  years  ago. 

(j.  Do  you  know  if  the  act  of  2  years  ago  g^uaranteed  a  bounty  for  any  length 
of  time? — ^A.  I  think  only  for  the  current  year,  but  there  was  a  kind  of  an  inti- 
mation made,  as  near  as  I  can  make  out,  that  it  would  be  continued  for  about 
5  years. 

Q.  Do  you  not  know  that  that  act  guaranteed  a  bounty  for  the  period  of  7  years? — 
A.  I  think  it  only  guaranteed  it  for  1  year.  That  is  my  recollection ;  but,  of  course, 
that  is  a  matter  of  record  and  can  easily  be  ascertained. 

Q.  It  is  a  fact  that  the  act  has  been  interpreted  to  ^arantee  the  bounty  for  the 
period  of  7  years.  It  can  not  be  from  year  to  year  in  Michigan,  for  the  reason 
that  the  legislature  meets  biennially,  and  the  appropriations  have  to  be  made  at 
each  session  of  the  legislature;  but  the  aot  itself  contemplated  the  giving  of  the 
bounty  to  all  factories  that  were  put  in  operation  for  a  i)eriod  of  7  years  from 
the  passage  of  the  act. 

Q.  (By  Mr.  Kennedy.)  Have  you  any  business  relations  with  the  American 
Sugar  Refining  Company  whatever? — A.  Nothing  in  any  way,  except  as  any  other 
commission  merchants.  We  at  times  as  commission  merchants  have  raw  sugars 
to  sell,  which  we  sell  to  them  or  anybody  else  that  will  buy  them. 

CJ.  You  do  not  buy  cooperage  of  them?— A.  No;  a  separate  cooperage  company 
supplies  both  of  our  refineries. 

Q.  Some  of  the  index>endent8  do?— A.  The  Doscher,  I  think,  does.  It  is  a  sepa- 
rate organization  that  supplies  whatever  is  required. 

Q.  Do  you  buy  of  anybody  else?— A.  No;  of  course  there  are  other  people  who 
compete  for  our  contracts.  Our  contract  is  with  the  Wideman  Cooperage  Com- 
I>any.    The  Arbuckle  was  with  the  Brooklyn  Coox>erage  Company,  but  it  is  with 
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the  Wideman  Cooperage  Comx>any  now,  I  believe.  And  there  are  other  people 
who  comx>ete  for  it  when  the  contracts  are  made.  They  have  to  be  made  for  a 
series  of  years,  because  it  takes  quite  a  plant  and  quite  an  arrangement  of  staves 
and  so  on  to  supply  it. 

DISCUSSION  OP  THE  MARGIN  BBTWEKN  RAW  AND  RBFINBD  SUGAR  RBSUMBD. 

Q.  (By  Mr.  Jbnks.)  Is  the  margin  of  difference  between  the  prices  of  raw  and 
remied  sugar  substantially  the  same  throughout  the  country,  or  has  it  been  dif- 
ferent in  California  and  the  West  from  what  it  was  in  the  East? — ^A.  It  was  larger 
in  the  West  until  auite  recently,  when  the  competition  of  beet  sugar,  the  Hong 
Kong  sugars,  and  the  California  beet  sugar  reduced  it  materiaUy. 

Q.  I  should  like  to  revert  again  for  a  moment  to  the  effect  of  the  American 
Sugar  Refining  company  ux>on  prices,  inasmuch  as  there  has  been  handed  to  me, 
since  you  spoke  on  tnat  matter,  the  quotations  of  raw  and  refined  from  1879  up  to 
date  with  the  margin  of  difference.  Perhaps  vou  will  yourself  state  what  the 
result  is  in  round  numbers  from  1884  to  1887,  and  then  by  yearly  periods  from  that 
time  on. — ^A.  I  will  read  from  Willett  &  Gray's  statistics  the  quotations  for  raw 
and  refined  for  20  years;  only  the  difference,  theaverage  difference  in  each  year,  does 
not  necessarily  ^ow  the  exact  margin  of  profit,  because  the  avera^  is  made  up  by 
itself,  and  the  average  for  the  cost  of  the  refined  might  be  very  different,  at  least 
it  might  be  one-eiffhth  of  a  cent;  the  tendency  would  be  to  be  one-eighth  lower 
than  the  figures  shown  by  Willett  &  Gtslj;  the  methods  of  selling  are  such  in 
most  years  that  the  selling  would  show  a  little  less. 

Q.  For  a  period  of  about  4  years  before  the  sugar  trust  was  organized  the  mar- 
gin was  substantially  what?— A..  1884,  it  is  quoted  at  .92;  1885,  .71;  1886, .78;  1887, 
at  .76  to  .80. 

Q.  And  then  the  sugar  trust  was  organized  in  the  latter  part  of  1887,  and  for 
the  next  2  years?— A.  In  1888, 1  see  it  is  quoted  at  1.258;  1889, 1.297;  1890,  .72; 
1891, .82. 

Q.  Those  2  years,  1890  and  1891,  were  two  years  that  were  explained? — ^A.  Tar- 
iff changes. 

?.  For  one  factor  and  the  Philadelphia  competition  with  the  Spreckles  refinery, 
recollect  right? — A.  The  Spreckles  and  Brooklyn  refineries,  yes. 

Q.  Then  for  the  next  year?— A.  1892  was  the  highest  figure— 1892,1.08;  1898,1.15; 
1894,  .88;  1895,  .88;  1896,  .90;  1897,  .92;  1898,  .82.  You  can  get  the  exact  quotations 
up  to  this  time,  if  you  wish. 

Q.  Now,  these  figures  seem  to  show  that  the  average  margin  from  1887  is  con- 
siderably higher  than  it  was  for  3  or  4  years  preceding  the  formation  of  the  trust, 
do  they  not?— A.  Yes;  I  see  the  average  for  from  1888  to  1898,  was  .966.  The 
average  from  1885  to  1887  was  apparently  about  .75. 

Q.  If  we  go  back  to  the  period  1879  to  1883,  the  average  margin  was  about  how 
much?— A.  WeD,  for  the  4  years,  1879, 1880,  1881,  and  1882,  it  was  about  1.40, 1 
should  think.    In  1888  it  was  1.08. 

Q.  Does  it  appear  clearly  from  those  figures,  then,  that  the  American  Sugar 
Refining  Company,  or  the  effect  of  that  organization  has  been,  on  the  whole,  to 
reduce  or  to  increase  the  marapin  ? — A.  The  eflect  has  been  to  reduce  the  margin. 

S.  Will  you  explain  that,  please  ? — ^A.  As  to  why  it  was  reduced  ? 
.  As  to  why  tnere  has  been  a  reduction  in  the  margin,  if  the  figures  as  they 
appear  here  seem  to  show  that  the  margin  was  higher  on  the  average  than  for  the 
8  or  4  years  preceding  the  formation  of  the  combination,  and  that  during  the  years 
when  the  margin  has  been  less,  there  has  been  active  competition,  and  during  the 
▼ears  when  the  competition  has  been  less  active  the  margin  has  been  considerably 
higher  than  it  was  during  the  8  years  preceding  the  orKanization  ? — A.  That 
appears  to  be  the  reason — ^the  competition ;  and  I  think  the  tariff  changes  had 
something  to  do  with  the  average.  There  was  one  change  in  August ;  the  duty 
was  taken  off  and  put  on  again ;  so  that  it  would  take  a  very  lengthy  calculation 
to  tell  that. 

Q.  But  do  not  the  figures  seem  to  show  that  on  the  whole  the  effect,  instead  of 
lessening  the  margin,  has  been  to  increase  it? — A.  Within  the  last  tew  years  it 
might  have. 

Q.  Beginning  with  8  or  4  years  before  the  combination  ? — A.  During  those  3  or 
4  years  of  very  keen  competition,  when  several  refineriss  failed  and  only  the 
strongest  were  able  to  survive,  the  tendency  was  to  drive  out  all  the  weak  houses ; 
it  got  to  such  a  point  that  they  were  all  very  willing  to  try  to  come  to  an  arrange- 
ment that  would  give  them  a  fair  profit. 

Q.  You  would  say,  then,  that  the  margin  during  the  4  years  preceding  the 
formation  of  the  trust  was  smaller  than  the  best  mterests  of  the  coxmtry,  as  a 
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whole,  really  would  demand? — ^A.  I  do  think  so,  becanse  if  it  had  been  kept  np, 
it  would  have  resulted  in  the  reduction  of  the  product;  and  then  an  increase 
would  have  come  that  it  would  have  taken  years  to  make  up  again.  It  would 
have  driven  out  the  weaker  houses  and  prices  would  have  ruled  higher  naturally, 
because  the  demand  for  sugar  would  be  more  than  could  be  supplied  by  those 
who  were  the  survivors. 

O.  Then  I  think  I  see  your  reason  for  your  statement  that  prices  have  been 
really  lowered  by  the  combination.  Tou  believe  that,  had  the  combination  not 
been  formed,  the  few  survivors  would  have  put  the  prices  considerably  higher 
than  the  combination  has  put  them? — A.  Because  the  demand  for  sugar  would 
have  been  more  than  they  could  supply,  and  would  have  naturally  enabled  them 
to  secure  a  greater  price.  When  there  is  a  great  call  for  any  article  you  can  put 
the  price  up;  when  there  is  not,  you  have  to  lower  it. 

Q.  That,  I  think,  makes  your  point  clear  as  to  the  decrease.  The  fig^ures,  so  far 
as  I  could  judge,  seemed  to  be  against  the  statement  you  have  made  here  that 
tiie  American  Sugar  Refining  Company  had  reduced  the  prices,  but  the  explana- 
tion you  make  is,  that  had  the  combination  never  been  formed,  the  individual  sur- 
vivors, owing  to  the  fact  that  their  production  would  have  been  much  lessened, 
would  have  Deen  forced  to  put  their  prices  considerably  higher  than  the  trust 
does.  It  makes,  perhaps,  your  reason  clear. — A.  That  explains  it  to  me;  that  is 
why  I  think  so. 

Q.  Your  point  was  not  quite  clear  to  me;  that  is  the  reason  why  I  wished  to 
have  this  explanation  made. — ^A.  Yes. 

Testimony  closed. 
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Note.— As  early  as  1870>71  many  of  the  distillers  north  of  the  Ohio  River  entered  Into  an 
an^eement  to  limit  their  production  in  order  to  keep  up  prices. 

I^ovember,  1881,  the  Western  Export  Association  was  formed  to  limit  the  output  and  to  assess 
members  in  order  to  pay  expenses  of  exi)orting  the  surplus  stock,  and  thus  to  keepup  prices. 

From  this  time  on  tnere  were  frequent  pools  lasting  for  short  times  each  until  ISST,  when,  in 
order  to  secure  a  more  stable  combination,  the  Distillers  and  Cattle  Feeders'  Trust,  formed  on 
the  model  of  the  Standard  Oil  Trust,  was  organized  with  a  capital  of  $30,000,000  to  be  issued  in 
trust  certificates. 

In  1890  this  trust  was  reorganized  as  a  corporation  under  the  name  of  the  Distilling  and 
Cattle  Feeding  Company,  with  a  capital  stock  of  $35,000,000.  The  new  company  had  taken  over 
from  the  trust  81  distilleries  and  cash  and  earnings  to  the  amount  of  $3,837,066,  and  there  still 
remained  in  the  treasury  84,084  shares  as  an  asset.  In  the  latter  part  of  January,  1801,  this 
treasury  stock  was  issued.  The  Shufeldt  and  Calumet  distilleries  were  bought,  the  stock  being 
sold  at  45. 

In  November.  1802,  four  other  distilleries,  making  practically  all  of  the  important  opponents, 
were  bought.  Ko  bonds  or  stocks  were  issued  to  payf or  these  distilleries.  Instead,  the  sur- 
plus was  used  and  dividends  lessened.  In  January ,  1893,  it  was  found  that  the  cash  on  hand 
was  exhausted  and  that  no  money  remained  to  pay  rebates,  which  had  been  promised  to  pur- 
chasers. The  stock  fell  shortly  from  65  and  70  to  about  20.  In  May,  1808,  the  attorney -general 
of  Illinois  brought  suit  against  the  company  on  the  ground  that  it  was  illegal.  During  1803 
$2,500,000  bonds  were  issura  and  placed  in  escrow  to  secure  rebates  which  had  not  been  paid; 
$1,000,000  worth  of  bonds  was  to  be  used  as  collateral  in  making  loans  for  current  expenses. 

In  December,  1804,  the  directors  of  the  company  suggested  plans  of  reorganization;  the  treas- 
urer suggested  another.  All  of  the  plans  involved  a  decided  lessening  of  tne  stock.  The  suit  in 
Illinois  luMj[one  against  the  company  in  the  lower  court  and  was  before  the  supreme  court.  In 
January,  1866,  notice  was  given  tnat  over  a  third  of  all  the  stockholders  had  oi^anized  a  com- 
mittee to  protect  their  interest  and  secure  a  change  of  management. 

January  28, 1895,  holders  of  1,700  shares  applied  for  a  receiver.  The  company,  through  the 
uresldent,  consents,  and  the  president  (Mr.  Oreenhut)  and  Mr.  E.  F.  Lawrence  were  appointed 
temporary  receivers.  January  80  the  stockholders'  committee  mentioned  above  secured  from 
the  court  a  stay  and  an  order  not  to  turn  the  property  over  to  these  receivers.  February  2 
Judse  Orosscup  removed  Mr.  Greei^ut  (he  was  said  to  oe  15,000  shares  short  of  the  company^s 
BtocK)  and  appcinted.  Oen  John  McNulta  as  the  chief  receiver,  representing  the  court,  and 
John  J.  Mitchell,  president  of  the  Illinois  Trust  and  Savings  Company,  to  represent  the  stock- 
holders.   Mr.  Lawrence  remained  as  a  third  receiver. 

A  committee  was  appointed  to  prepare  plans  of  reorganization. 

The  plan  finally  submitted  early  in  18^provided  for  $1,500,000  first-mortgage  6  percent  20-year 
gold  bonds  (out  of  a  total  issue  of  $2,000,000);  $7,000,000  6  per  cent  noncumuuttive  preferred  stock 
and  $28,000,000  common  stock. 

The  plan  was  in  due  time  accepted,  and  the  American  Spirits  Manufacturing  Company  was 
incoriwrated  in  New  York,  August  22, 1895.  After  considerable  litigation  between  the  receiver 
with  the  reorganization  committee,  and  the  former  president  and  trustees,  the  best  of  the 
plants  (16  distilleries)  were  taken  over  from  the  old  organization. 

In  1806  the  case  against  the  old  Distilling  and  Cattle  Feeding  Company  was  finally  decided  in 
the  supreme  court  of  Illinois.  The  decision  of  the  judge  in  the  lower  court  was  affirmed,  the 
company  being  declared  a  trust  and  its  charter  annulled.  Previous  to  the  rendering  of  the 
decision,  however,  it  had  eone  out  of  business,  the  most  valuable  property  going  into  the  hands 
of  the  American  Spirits  Manufacturing  Company,  as  said  heretofore. 

The  Standard  Distilling  and  Distributing  Company  was  incorporated  under  the  laws  of  New 
Jersey  to  bejein  active  business  July  1, 1898.  Capitalization,  $24,(X)O,00O-$16,000,000  common  stock 
and  $8,000,000  7  per  cent  cumulative  preferred  stockj  there  were  no  bonds.  It  was  thought  that 
this  company  would  get  control  of  most  of  the  spirit-distilling  plants  outside  of  those  in  the 
American  Spirits  Manufacturing  Company. 

February  11, 1806,  there  had  been  incorporated  in  New  Jersey,  vHth  a  capital  of  $7,860,000,  the 
Spirits  Distributing  Company. 

Februarys,  1809,  the  Kentucky  Distilleries  and  WarehoujBe  Company,  capital  $82,000,000,  was 
incorix>rated  in  New  Jersey. 

The  names  of  those  interested  in  these  companies  suggested  union:  and  in  June,  1899,  were 
published  plans  for  the  union  of  the  four  companies  last  named,  together  with  ceriain  rye-dis- 
tiHing  properties,  under  the  name  of  The  Distilling  Company  of  America,  with  a  capital  of 
$11S>,()00,000— $66,000,000  7  per  cent  cumulative  preferred  stock,  and  $70,000,000  common  stock. 


Washington,  D.  C,  May  is,  1899, 

TESTnCOHT  OF  CHAltLES  C.  CLAEKE,  PEOBIA,  ILL. 

The  commission  met  at  11  a.  m.  May  18, 1899,  Vice-Chairman  Phillips  presiding. 
Mr.  Charles  C.  Clarke,  distiller,  testified. 

Q.  (By  Mr.  Jenks.  )  Will  yon  be  kind  enongh  to  give  your  name  and  residence? — 
A.  Charles  C.  Clarke;  Peoria,  H^ 
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Q.  And  your  business  at  present  is  what? — A.  DistiUing  alcoholic  and  cologne 
spirits  and  rye  whisky. 

(^.  How  long  have  you  been  engaged  in  the  distilling  business? — A.  Since  1873; 
actively  since  1882. 

THE  DISTILLING  BUSINESS  DESCRIBED. 

Q.  Will  you  explain  to  the  commission,  in  the  first  place,  somethizu^  about  the 
nature  of  the  business  itself,  the  relation  between  the  distillinff  ana  the  cattle- 
feeding  business,  the  raw  materials  that  you  have  to  use,  the  side  products  that 
come  from  the  business,  etc.? — A.  In  the  manufacture  of  alcohol  and  colome 
spirits  the  principal  products  used  are  com  and  malt.  Of  course  there  are  other 
materials, in  the  shape  of  fuel,  etc.,  that  are  not  necessary  in  the  manufacture 
except  for  the  purpose  of  producing  power.  Com  is  the  basis  of  the  whole  pro- 
duction. Malt  is  used  for  its  chemical  effects  in  producing  glucose  out  of  the 
starch  of  com.  Fermentation  is  used  in  the  process,  which  changes  the  glucose 
produced  from  starch  into  alcohol.  After  this  fermentation  takes  place,  the  dis- 
tilling process  commences,  by  which  the  alcohol  and  spirits  are  evaporated  from 
the  fermented  material  and  taken  care  of  by  condensation.  The  residue  is  the 
slop,  which  is  used  for  feeding  cattle.  This  is  the  connection  that  cattle  have 
with  the  distilling  business.  Slop  makes  a  very  good  feed  and  requires  about  1 
bushel  of  the  original  material  to  feed  an  animal. 

Q.  That  is,  from  every  bushel  of  com  that  is  used  per  day  in  the  distillery  you 
can  feed  one  head  of  cattle? — A.  One  head  of  cattle;  yes. 

Q.  What  is  the  nature  of  the  main  product  made  in  the  Peoria  distilleries  that 
were  connected  with  the  Distilling  and  Cattle-feeding  Trust?— A.  Their  products 
are  principally  alcohol,  cologne  spirits,  gin,  and  many  whiskies. 

Q.  What  is  the  difference  between  their  product  and  that  of  the  Kentuckv  dis- 
tilleries?— A.  The  products  of  the  trust  are  the  pure  spirits  that  are  capable  of 
being  marketed  immediately  after  they  are  mroduced,  wnereas  competitive  prod- 
ucts require  age  and  time  to  perfect  them.  The  alcohol  and  spirits  are  refined  by 
running  through  charcoal,  wnich  takes  out  the  essential  oils  and  flavors,  leaving 
nothing  but  pure  spirits  to  a  greater  or  lesser  extent.  Alcohol  is  not  quite  so  pure 
as  the  pure  spirits,  having  some  flavor  left;  a  little  bit  of  essential  oil,  but  not 
very  much.  The  pure  spirit  is  used  for  a  great  many  purposes,  such  as  the  manu- 
facture of  colognes  and  essences;  in  the  arts,  wherever  uiey  need  a  very  flne  alcohol; 
and  also  in  what  we  call  the  blending  of  cheaper  grades  of  whiskies,  1  gallon  of 
whiskjr  being  used  to  perhaps  5  or  10  gallons  of  pure  spirits.  The  basis  of  a 
majority  of  the  whiskies  drunk  in  the  United  States  is  pure  spirits,  which  is 
blended  together  with  old  rye  whisky  and  bourbon,  as  the  case  may  be. 

THE  FIRST  COMBINATIONS  OF  DISTILLERS  WERE  POOLS. 

Q.  When  were  the  first  combinations  made  among  the  distillers  in  the  line  of 
business  that  you  are  engaged  in? — ^A.  The  first  combinations  that  I  remember 
were  in  1882.  There  was  one  combination  in  earlier  days  that  I  do  not  know 
much  about ;  it  was  entered  into  in  1872 ;  but  the  first  combination  that  had  any 
particular  influence  on  the  business  was  in  1882. 

Q.  What  was  the  nature  of  that?— A.  It  was  a  pool— a  pooling  of  the  interests 
to  regulate  the  amount  that  each  distillery  operator  should  sell. 

Q.  Tell  us  in  detail  with  reference  to  this  regulation  of  the  amounts  they  put 
out.— A.  At  first  each  distillery  agreed  to  produce  so  many  barrels,  the  number 
being  regulated  by  the  committee  of  managers.  Thev  also  regulated  the  prices, 
which  were  not  arbitrary,  but  agreed  on  by  all  members.  Tne  i>ools  were  very 
successful  at  first,  but  were  subject  to  a  sudden  breaking  up,  because  it  was  not 
possible  to  control  all  the  individuals  that  were  concerned  in  them. 

Q.  About  how  many  went  into  one  of  these  pools? — ^A.  We  generally  had  70  or 
80  distilleries  connected  with  them. 

Q.  How  much  was  the  product  limited? — ^A.  Sometimes  to  40  per  cent  of  the 
total  capacity,  sometimes  to  50  x>er  cent,  but  scarcely  ever  more  than  50  per  cent 
was  operated. 

Q.  That  is,  if  your  capacity  was  1,000  barrels  a  day,  you  would  run  600?— A. 
Yes. 

Q.  Is  there  any  loss  in  that?— A.  Yes ;  there  is  more  profit  in  running  a  distil- 
lerv  full  time  *  it  is  at  least  half  a  cent  a  gallon  cheaper  running  at  full  time  than 
at  half  time. 
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EXPORTING  AT  ▲  LOSS. 

Q.  What  Special  purposes  bad  yottr  association  in  connection  with  export  busi- 
ness?— A.  We  oftentimes  fonnd  that  we  were  overprodncing.  We  organized 
onr  association  into  what  we  called  the  Western  Export  Association,  for  uie  pur- 
pose of  exporting  a  surplus,  which  was  done  at  a  loss  to  the  whole  body,  each 
distillery  contributing  so  much  to  the  loss  sustained.  At  times  we  were  assessed 
a  high  as  10  cents  a  barrel. 

Q.  Why  did  you  export  at  a  loss? — A.  In  order  to  prevent  too  great  competi- 
tion in  this  country  by  the  overproduction. 

Q.  Could  prices  in  the  home  market  be  so  kept  up? — A.  Yes;  they  were  so 
kept  up. 

HOW  THE  POOLS  WERE  BROKEN  UP. 

<^^You  said  these  pools  were  frequently  broken  up.  What  broke  them  up? — 
A.  well,  it  generaUy  came  through  one  member  producing  more  than  he  was 
entitled  to;  sometimes  new  distilleries  being  built  created  trouble;  oftentimes 
they  were  broken  up  by  limitation;  we  allowed  them  to  expire  for  the  purpose  of 
getting  them  better  organized.  We  could  not  reorganize  them  very  well  when 
they  were  in  operation,  but  when  they  went  to  pieces  and  prices  suffered  to  a 
g^reat  extent  we  often  found  it  easier  to  get  the  distillers  into  the  pools  than  when 
there  was  profit  in  the  business.  The  minute  a  x>ool  was  broken,  prices  would 
decline  ana  the  business  generally — in  fact,  I  might  say  always — became  un- 
profitable. 

Q.  Did  you  have  any  wav  of  bringing  pressure  to  bear  on  those  who  went  into 
the  pools  to  keep  them  from  breaking  the  agreements — any  penalty  of  any 
kind? — A.  No;  there  were  no  penalties. 

THE  ORGANIZATION  OF  THE  DISTILLERS  AND  CATTLE  FEEDERS'  TRUST. 

Q.  What  was  the  next  form  of  combination,  after  these  pools,  and  when  was 
that  organized? — A.  In  1887  the  Distillers  and  Cattle  FeedersMirust  was  organized. 
This  was  organized  because  we  found  our  x>ooIs  were  getting  unwieldy  and  it  was 
hard  to  control  the  members.  At  times  we  found  that  they  would  agree  to  cer- 
tain things,  but  would  violate  their  agreements;  and  as  the  trust  question  had 
been  studied,  we  thought  we  could  make  better  profits  and  create  a  more  stable 
business  bv  organizing  the  different  distilleries  into  a  trust. 

Q.  Will  you  explain  briefly  the  form  of  this  trust  organization? — A.  A  trust 
agreement  was  drawn  up,  which  was  a  copy  of  the  Standard  Oil  trust  agreement 
to  some  extent,  but  changed  to  suit  our  business.  There  were  nine  trustees 
appointed,  who,  in  the  beginning,  put  their  distilleries  into  the  trust,  made  them- 
selves trustees  of  this  property,  and  put  all  these  distilling  companies  which  they 
had  organized  into  corporations;  they  put  the  stock  of  the  corporations  into  the 
hands  of  the  trustees,  dividing  it  pro  rata  among  the  different  trustees,  and 
appointing  one  manager  from  the  distilling  company  that  had  formerly  existed, 
who  generally  held  a  share.  The  nine  trustees,  after  getting  possession  of  the 
stock,  elected  the  board  of  directors  for  each  constituent  company  that  had  been 
put  into  the  trust,  and  this  board  of  directors  consisted  generally  of  the  manager 
of  the  distillery,  who  was  not  a  trustee,  and  part  of  the  trustees.  The  board  of 
directors  received  their  instructions  from  the  trustees,  and  the  board  of  directors 
instructed  the  manager  how  to  operate  the  distiller^r.  The  method  of  putting 
each  distillery  into  the  trust  was  by  organizing  it  into  a  stock  company  and 
placing  this  stock  in  the  hands  of  the  trustees,  who  issued  in  lieu  thereof  what 
they  called  trust  certificates,  generally  increasing  the  number  of  shares  that  were 
issued  to  a  large  extent. 

TRUST  CERTIFICATES    ISSUED  FOR  POUR  TIMES  THE  VALUE  OP  THE  ORIGINAL 

PLANTS. 

Q.  Can  you  not  tell  us  definitely  with  reference  to  that?  Just  how  much  was 
the  increase  in  certificates  over  the  ordinary  stock  that  the  company  had  had 
before? — A.  I  think,  on  the  average,  it  was  generally  about  4  shares  for  1  of  the 
valuation  of  the  distillery;  that  is,  if  the  distillery  and  the  personal  prr)perty 
that  was  put  in  was  valued  by  the  trustees  at  $100,000,  they  would  issue  $400,000 
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in  trust  certificates.  There  were  cases  where  only  8  for  1  were  issued,  and  others 
where,  I  supx>ose,  there  were  more  than  4.  It  was  controlled  by  the  estimate  of 
the  valuations. 

Q.  Whoinade  these  valuations? — ^A.  A  committee  of  the  trustees  valued  each 
distillery,  and  their  valuation  was  the  basis  upon  which  the  trust  certificates  were 
issued.  It  was  supposed  that  they  made  the  valuation  so  that  the  multiple  of 
trust  certificates  was  the  same  in  all  *cases,  and  if  there  was  any  variation  it 
came  in  the  valuation  rather  than  in  a  change  in  the  basis. 

Q.  What  was  the  basis  of  this  first  valuation;  was  it  the  cost  of  reproducinj^ 
the  plant,  or  its  earning  power,  or  what?— A.  As  near  as  the  trustees  could  esti- 
mate the  cost  of  reproducing  the  plant,  that  was  made  the  basis  of  the  valuation. 
Sometimes  they  said  they  also  used  the  earning  power  as  a  basis  of  valuation. 

Q.  That  is,  they  woula  first  take  the  cost  of  reproducing  the  plant;  then,  if  the 
distillery  happened  to  be  situated  in  a  not  very  favorable  location,  they  would 
deduct  something,  and  if  the  property  was  well  located  they  would  put  on  some- 
thing?— A.  That  IS  the  way  I  nave  been  told  they  did  it. 

Q.  Then,  the  amount  of  certificates  issued  was  about  four  times  the  valuation 
as  fixed? — ^A.  As  near  as  I  can  learn  in  different  cases,  that  was  the  fact. 

Q.  That  was  true  in  your  own  case? — A.  That  was  true  in  our  own  case. 

Q.  Was  the  valuation  placed  upon  each  of  the  different  plants  made  public,  or 
did  each  distiller  simply  Know  what  was  given  him? — A.  It  was  intended  that  the 
valuation  should  be  kept  absolutely  quiet  and  should  be  known  only  to  the 
trustees. 

Q.  Aiter  the  combination  had  been  made  in  this  way  and  the  distilleries  were 
practically  under  the  management  of  the  trustees,  you  said  that  each  separate 
company  nad  its  own  board  of  directors,  who  elected  a  manager  to  conduct  the 
work  of  the  distillery.  How  was  that  manager  paid? — A.  He  was  paid  a  salary 
for  managing  the  distillery,  whether  in  operation  or  not,  for  5  years;  he  was 
-pgdd  by  the  original  distilling  company,  not  by  the  trust  itself. 

Q.  Then  the  board  of  directors  was  under  the  control  of  the  board  of  trus- 
tees?— A.  Yes;  the  board  of  directors  of  each  distilling  company  was  comiK)sed 
of  a  part  of  the  trustees  and  the  manager  of  the  distillery. 

MANY   DISTILLERIES  CLOSED  BY  THE  TRUST. 

Q.  What  proportion  of  these  distilleries  was  shut  up? — A.  I  should  judge  about 
75  ner  cent  of  tnem. 

Q.  How  many  went  into  the  trust? — ^A.  Eighty-one  went  into  the  ori^nal 
trust,  and  I  think  they  did  not  operate  over  10  or  12,  except  for  a  short  time. 
They  were  gradually  closed  and  combined  with  the  larger  houses  and  the  houses 
that  were  most  conveniently  situated  for  producing  liquor  cheap. 

Q.  But  they  paid  the  salaries  of  those  managers  whether  the  distillery  ran  or 
not? — A.  They  were  paid  right  straight  along  for  the  first  5  years,  whether  oper- 
ating or  not. 

Q.  In  the  distribution  of  dividends  on  trust  certificates,  was  any  distinction 
made  between  the  distilleries  closed  and  those  running?— A.  Anybody  who 
received  trust  certificates  received  a  dividend  as  long  as  they  were  declared  by 
the  trust.  They  commenced  paying  dividends  almost  immediately  after  the 
trust  was  organized,  and  continued  for  several  years. 

TREATMENT  OF  COMPETITORS. 

Q.  What  methods  did  the  trust  employ  toward  competitors? — A.  They  used 
every  effort  in  the  world  to  induce  them  to  join  the  trust,  by  showing  them  the 
profits  that  were  to  be  made  both  in  the  business  and  the  probable  increase  in 
value  of  the  cei-tificates.  All  kinds  of  inducements  were  laid  before  those  that 
did  not  join  at  first;  a  great  many  refused  to  come  in  for  a  good  while;  one  or  two 
did  not  come  in  at  all. 

Q.  Were  prices  cut  against  those  that  were  out?— A.  There  were  very  often 
cases  were  prices  were  cut  on  outside  competitors,  especially  to  the  regular 
trade — ^trade  that  they  considered  their  customers.  The  methods  used  were  to 
send  a  salesman  to  any  known  customer  of  an  outside  distillery  and  offer  him 
lower  prices  than  the  re^lar  prices  made  by  the  trust.  These  were,  of  course, 
secret  and  not  quoted  prices.  They  induced  some  members  to  come  in  by  cutting 
prices  to  their  customers,  causing  them  to  fear  that  they  were  going  to  lose  the 
trade.    They  then  joined  the  trust  on  the  same  basis  as  the  rest. 
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EFFECT  OF  THE  TRUST  ON  PRICES  AND  PROFITS. 

Q.  What  was  the  general  effect  on  prices? — A.  As  soon  as  the  tmst  was  well 
organized  there  was  an  increase  in  the  price  of  the  product,  the  business  having 
been  conducted  at  or  below  cost  before  the  trust  was  organized.  In  a  short  time 
they  put  prices  up  to  where  there  was  a  very  good  profit. 

Q.  How  much  profit  as  compared  with  what  it  was  before? — A.  I  think  they 
put  on  a  profit  of  about  5  cents  a  gallon  shortly  after  the  trust  was  organized; 
that  is  my  remembrance  of  it;  it  may  have  been  only  4  cents. 

Q.  Did  that  affect  the  sales  particularly? — A.  It  was  put  on  at  the  time  of  year 
when  trade  is  generally  lively;  in  fact,  Imight  say  that  the  trade  increased  each 
month  at  that  time,  but  that  was  because  of  the  usual  demand  that  comes  at 
that  season  of  the  year.    It  was  well  timed  for  a  rise  of  prices. 

Q.  You  spoke  about  the  general  increase  in  prices  and  the  way  in  which  goods 
were  sold  to  the  trade.  What  about  special  discounts  to  the  distributing  agents, 
the  wholesale  dealers,  etc.? — A.  After  the  or^nization  of  the  trust  there  were 
not  many  sjiecial  discounts,  although  to  individual  members  of  the  trust  who 
also  owned  a  distributing  house  there  were  probably  some  special  prices  made, 
but  it  was  kei)t  quiet  and  was  not  generally  Known  to  the  trade. 

Q.  That  is,  some  of  the  managers  of  the  trust  sold  the  products  to  themselves 
in  another  capacity  cheaper  than  to  others? — A.  It  is  8upi)osed  to  have  been  so. 

Q.  How  about  the  rebate  .system? — A.  That  was  not  inaugurated  until  after  the 
trust  expired. 

Q.  What  was  the  rebate  system? — A.  That  was  organized  by  the  successors  of 
the  trust. 

ORGANIZATION  OF  THE  DISTILLING   AND  CATTLE  FEEDING  COMPANY. 

O.  Why  did  the  trust  go  out  of  existence  itself  as  a  trust? — A.  My  remembrance 
ifi  tnat  the  New  York  courts  had  declared  the  sugar  trust  an  illegal  combination; 
and  in  order  to  avoid  the  same  thing  in  our  State,  we  organized  the  corporation 
known  as  the  Distilling  and  Cattle  Feeding  Company. 

Q.  Was  this  change  of  form  entirely  voluntaiy  on  the  part  of  the  trust? — A. 
It  was  done  by  a  vote;  almost  all  the  parties  holding  trust  certificates,  as  well  as 
others,  declared  in  favor  of  it. 

Q.  Can  you  give  the  dates  of  the  organization  of  the  trust  and  of  this  change 
in  form? — ^A.  The  trust  was  organized  in  1887,  and  the  Distilling  and  Cattle  Fee- 
ing Company  succeeded  it  in  1890. 

Q.  Was  there  any  change  in  officers,  or  in  the  management  and  methods  of 
doing  business,  etc.,  when  the  trust  went  out  of  existence  and  the  new  company 
was  formed? — ^A.  The  trustees  at  the  time  of  the  reorganization  became  directors 
in  the  new  corporation.  The  managers  of  the  different  distilleries  were  appointed 
just  the  same  as  under  the  trust  agreement;  the  salaries  were  continued  and 
assumed  by  the  new  company,  and  afterwards  paid  by  the  new  company. 

Q.  What  was  the  relation  of  the  8oi)arate  distilleries,  that  had  their  own  boards 
of  directors,  to  the  trust,  and  what  was  their  relation  to  the  new  board  of  direct- 
ors and  to  the  new  company? — A.  They  were  bought;  these  corx)orations  were 
abandoned;  they  surrenaered  their  charters  to  the  State  in  which  they  were  organ- 
ized and  became  a  part  of  the  new  corporation.  The  board  of  directors  ceased 
doing  business,  and  thereafter  the  distilleries  were  controlled  by  the  nine  direct- 
ors of  the  new  company. 

Q.  Did  they  assign  managers  directly? — A.  They  api)ointed  managers  directly. 

THE  REBATE  SYSTEM  OF  THE  NEW  COMPANY. 

Q.  Now,  you  said  that  under  this  new  company,  the  Distilling  and  Cattle  Feed- 
ing Company,  a  system  of  rebates  was  inaugurated.  What  was  that? — A.  There 
was  a  system  of  rebates  organized  by  this  new  company  by  which  they  had  two 
sets  of  customers.  The  original  buyers  from  a  distillery  were  given  for  them- 
selves a  rebate  of  2  cents  per  gallon  and  extra  rebate  certificates  of  5  cents  per 
gallon  to  distribute  to  their  customers.  These  were  paid  1^  the  Distilling  and 
Catde  Feeding  Company,  making  a  total  rebate  of  7  cents.  The  trust  itself  deliv- 
ered the  2-cent  rebate  to  the  distributers  and  also  the  5-cent  rebate  to  be  given 
by  them  to  their  customers. 

Q.  That  is,  to  the  wholesale  dealers? — A.  To  the  wholesale  dealers.  The  whole- 
sale dealers  and  also  the  distributers  were  obligated  to  buy  all  their  goods  of  the 
trust,  or  rather  of  the  Distillery  and  Cattle  Feeding  Company.    That  is  to  say, 
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the  wholesale  dealers  were  obliged,  in  order  to  get  their  rebates,  to  buy  all  their 
goods  of  distributers  supplied  oy  the  Distillery  and  Cattle  Feeding  Company, 
and  the  distributers,  in  order  to  get  rebates,  were  also  obliged  to  buy  all  oi  their 
goods  from  the  Distillery  and  Cattle  Feeding  Company. 

OOVEBNMENT  RSGOBDS  USED  BY  THE  TRUST. 

Q.  By  what  means  could  they  find  out  whether  or  not  they  were  living  up  to 
these  agreements  before  paying  the  rebates? — A.  They  retained  the  ri^ht  to  exam- 
ine the  Government  books.  Oftentimes  they  did  not  make  any  examination:  but 
wherever  there  were  charges  of  a  violation  of  the  rebate  agreement,  they  refused 
to  pay  until  they  had  a  chance  to  examine  the  Gfovemment  records  of  each  cus- 
tomer. 

Q.  What  records  are  kept  by  the  Government  that  would  show  all  of  these 
facts? — A.  There  is  a  regular  record  kept  under  instructions  from  the  Gk)vem- 
ment  by  each  wholesale  dealer  and  jobber  in  the  country;  it  is  called  Form  52, 
and  keeps  a  record  of  every  package  of  spirits  in  any  form,  whether  whiskv,  gin, 
or  any  class  of  liquors  produced  by  distulers.  The  number  of  gallons  is  shown, 
to  whom  it  goes,  and  the  serial  number  of  the  package.  This  makes  an  absolute 
record  for  the  Government  at  all  times  by  which  it  is  x>ossible  to  prevent  fraud. 
All  wholesale  liquor  dealers  and  rectifiers  are  obliged  to  keep  this  record  accu- 
rately.* It  is  often  examined  by  the  Government,  and  is  a  very  accurate  record. 
An  examination  of  these  records  would  show  immediately  from  whom  the  dis- 
tilling products  had  been  bought,  so  that  the  trust  could  very  easily  tell  whether 
the  parties  had  abided  by  their  agreement. 

Q.  Are  these  records  kept  by  both  the  distributers  and  wholesale  dealers?— A. 
Yes;  they  are. 

Q.  Are  retail  dealers  compelled  to  keep  any  records?— A.  No;  but  they  are 
not  allowed  to  sell  over  five  gallons  at  a  time. 

Q.  Who  has  the  rieht  under  the  law  to  examine  these  records? — A.  The  rev- 
enue officials  of  the  United  States. 

Q.  Then  what  right  had  the  Distilling  and  Cattle  Feeding  Company  to  examine 
these  records? — A.  That  was  a  part  of  the  agreement  concerning  the  rebate 
certificates. 

Q.  What  was  the  effect  of  the  rebate  system  upon  the  business  as  a  whole,  and 
upon  the  welfare  of  the  company  itself? — A.  At  first  it  seemed  to  be  a  very  good 
thing  for  holding  the  trade.  After  the  customers  had  once  become  attached  to 
the  trust  they  did  not  seem  to  be  inclined  to  turn  their  custom  elsewhere;  at  all 
times,  however,  there  were  some  men  who  refused  to  buy  of  the  trust  and  bought  of 
outsiders.  There  were  only  two  large  distilleries  that  were  operating  outsiae  the 
trust. 

Q.  What  ones  in  particular?— A.  The  distillery  of  H.  H.  Shuf eldt  &  Co. ,  of  Chi- 
cago, and,  I  believe,  the  Calumet  Distillery',  of  Chicago,  were  operated  outside  of 
the  trust. 

Q.  Were  the  rebate  certificates  promptly  paid  by  the  company?— A.  Payment 
was  very  prompt  after  six  months;  that  was  the  agreement;  at  the  end  of  each 
month — ^that  is,  six  months  after  the  certificates  were  issued — they  were  redeemable 
at  the  trust  office  and  were  paid  on  presentation.  There  were  very  few  of  these 
certificates  upon  which  payment  was  refused,  and  only  then  in  the  cases  where 
violations  had  been  flagrant.  A  minor  violation  did  not  attract  much  notice,  but 
wherever  it  was  large  and  the  customer  discontinued  giving  his  trade  to  the  trust 
payment  was  refused. 

OUTSIDE  DISTILLERIES  BOUOHT  UP  WITH  THE  REBATE  FUND. 

Q.  Did  this  prompt  redemption  of  certificates  keep  up? — A.  It  kept  up  until 
along  in  1803  or  1894,  when  the  trust  got  into  trouble,  through  the  fact  that  it  had 
to  buy  a  great  many  competing  distilleries,  which  absorbed  all  its  ready  cash.  I 
believe  they  used  the  rebate  fund  for  buying  up  the  competitors  who  had  come  into 
existence  in  a  few  years.  I  think  they  bou^t  the  Shuf  eldt  Distillery,  the  Calu- 
met Distillery,  the  Crescent  Distillery  at  Pekru,  and  a  distillery  in  St.  Louis, 
along  in  1893  or  1894;  but  I  can  not  remember  the  exact  date. 

Q.  And  they  used  the  money  that  was  really  due  at  the  time  to  holders  of  rebate 
certificates  to  make  these  purchases?— A.  I  understood  they  used  the  money  that 
had  been  set  aside  for  rebates  for  that  purpose.  They  had  kept  the  fund  intact 
for  a  good  many  months,  but  at  that  time  I  believe  they  ui^  it  to  buy  these 
distilleries. 


THE  WmSKT  COMBINATIONS  :^-CLARKE.  173 

Q.  What  effect  did  that  have  on  the  distribnterB  and  wholesale  dealers  to  whom 
money  was  due? — ^A.  The  distribaters  themselves  did  not  seem  to  worry  mnch 
about  it,  but  the  wholesale  dealers  and  jobbers  were  very  much  alarmed,  and,  I 
believe,  org^anized  a  committee  to  look  after  their  interests.  The  trust  itself — 
I  will  not  call  it  the  trust — the  company  itself  seemed  to  think  it  would  come  out  all 
right,  and  thev  issued  bonds  to  protect  the  rebate  holders.  These  bonds  were  a 
mortgage  on  we  trust  plants. 

Q.  Wnat  was  done  with  the  bonds?  How  did  they  protect  them?—- A.  They 
were  placed  in  the  hands  of  a  trust  company  in  New  York  as  a  guarantee  to 
secure  payment  on  the  rebates. 

STOCK  OF  THB  DISTIIXINa  AND  OATTLB  FBEDINQ  COKPANT. 

Q.  Was  the  stock  of  this  Distilling  and  Cattle  Feeding  Company  the  same  in 
amount  as  the  trust  certificates  of  the  old  trust? — ^A.  I  think  it  was  exactly  the 
same,  except  that  a  few  shares  more  were  put  in  the  treasury.  The  original  trust 
certificates  were  in  the  neighborhood  of  $S4,000,000,  whereas  the  new  company 
capitalized  for  $35,000,000,  the  balance  of  the  stock  going  into  the  treasury  to  hie 
used  for  the  future  welfare  of  the  compimy. 

Q.  What  was  the  basis  of  a  trust  certificate  itself? — A.  It  was  based  ux>on  the 
stock  of  the  original  constituent  companies. 

Q.  According  to  the  statement  you  made  before,  as  I  understood,  this  original 
stock  represented  pretty  fairly  the  value  of  the  plant  itself,  and  when  the  certifi- 
cates were  issued  they  were  issued  to  something  like  four  times  that  amount? — 
A.*  Yes. 

Q.  What  was  the  form  of  the  guarantee  itself? — A.  Simply  a  certificate  of  the 
stock  of  the  corporation.  The  corporations  were,  all  of  them,  at  that  time  free 
from  debt.  Each  corporation  owned  a  distillery  and  the  stock  of  that  corpora- 
tion was  all  turned  over  to  the  trustees. 

Q.  Was  it  put  into  their  hands  as  trustees? — ^A.  It  was  formally  assigned  to 
them  as  trustees  and  paid  for  by  them  with  trust  certificates,  which  were  issued 
at  the  appointed  amount  of  4  to  1. 

Q.  (By  Mr.  Farquhar.  )  What  was  the  dividend  on  unpaid  stock  to  the  i>artie8 
who  entered  into  this  trust? — A.  There  was  not  any  unpaid  stock. 

Q.  There  must  have  been  unpaid  stock,  if  4  to  1  were  issued. — A.  It  was  a  trust 
certificate  that  was  issued  in  lieu  of  the  stock  of  the  corporation;  for  instance,  if 
the  corporation  put  in  1,000  shares  of  its  stock  at  par  value,  $100,  they  would 
receive  4,000  shares  in  trust  certificates  of  a  par  value  of  $100.  They  never  pre- 
tended that  this  was  a  legal  transfer. 

Q.  Did  the  trustees  hold  this  amount  of  overcapitalization  in  the  ratio  of  4  to 
1,  or  did  it  go  to  the  credit  of  the  original  stockholders  who  were  members  of  the 
first  trusteeship? — ^A.  The  overcapitalization  went  to  the  owners  of  the  stock  of 
the  constituent  companies. 

S.  Of  the  separate  companies? — ^A.  Yes. 
.  (By  Mr.  Phillips.)  They  had  no  treasury  stock,  in  other  words? — A.  No; 
there  was  no  treasury  stock  at  the  time  of  the  original  trust. 

Q.  Was  the  real  and  x>er8onal  property  of  the  constituent  companies  turned 
over  to  the  trustees,  or  was  it  simply  a  stock  transfer? — A.  Simply  a  stock  transfer. 
Q.  Where  was  the  ownership  of  the  property,  if  not  in  the  trusteeship?— A.  The 
ownership  of  the  property  was  in  the  original  constituent  company. 

Q.  So  yourtrustee&ip  was  simply  conditional? — ^A.  The  trusteeship  was  simply 
conditionaL 

THE  AUTHORITY  OF  THE  TRUSTEES. 

<^.  What  were  the  yowen  of  a  trustee  over  any  concern?  Were  they  limited  in 
writing?— A.  His  powers  were  the  same  as  if  he  were  an  actual  owner  of  the  stock 
of  the  corporation. 

Q.  (By  Mr.  Jenks.)  Did  he  have  the  power  of  voting  that  stock? — ^A.  He  had 
the  same  power  as  an^  owner  of  stock  in  a  corporation;  it  gave  the  trustees  x>os- 
session  of  all  corporations  through  the  election  of  the  board  of  directors. 

Q.  (By  Mr.  Farquhar.)  What  authority  had  the  trustees  for  issuing  bonds  if 
they  had  nothing  but  stock?  Did  they  have  authority  to  market  stock  through 
trust  companies  or  otherwise? — ^A.  Perhaps  you  have  not  followed  me  closely 
enough.  After  the  Su^r  Trust  was  declared  illegal  in  New  York  a  company  was 
orgamzed  as  a  corporation  covering  all  plants  which  were  turned  over  to  it.  After 
they  became  a  corporation  they  had  the  privilege  of  mortgaging  all  the  plants. 
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Q.  But  the  point  I  desire  to  get  at  is  the  character  of  the  tmstee.  Was  he  simply 
a  trustee  in  law  to  transfer  stock  without  having  authority  to  dispose  of  all  stocks 
and  securities  and  outlying  securities,  or  was  his  obligation  simply  a  bond  of 
honor?  Did  his  authority  amount  in  law  to  a  possessory  right? — ^A.  In  fact,  it 
gave  him  a  possessory  right;  but  we  have  never  been  able  to  discover  quite  what 
his  legal  powers  were. 

Q.  Was  not  his  authority  simply  that  of  a  temporary  agent? — ^A.  That  was  what 
it  was  supposed  to  be;  and  in  law  it  has  been  demonstrated  by  a  great  many  deci- 
sions that  it  was  not  a  legal  organization. 

Q.  (By  Mr.  Jbnks.)  When  the  organization  was  in  the  old  trust  form  did  the 
trustees  at  any  time  sell  or  dispose  of  any  of  the  plants? — A.  Not  any  that  I 
know  of. 

Q.  They  closed  several  of  them? — ^A.  They  closed  a  great  many  of  them.  There 
was  one  which  they  did  sell,  limiting  the  right  of  manufacture  to  anything  but 
alcohol  and  spirits. 

Q.  When  they  were  simply  holders  in  trust  how  could  they  sell  the  distillery? — 
A.  They  were  given  authority  under  the  trust  agreement  to  do  as  they  saw  fit  with 
the  property. 

SPECULATIONS  IN   THE  STOCK  OF  THE  COMPANY. 

Q.  What  was  the  value  in  the  market  of  the  stock  of  the  new  company  which 
grew  out  of  the  old  Distillers  and  Cattle  Feeders  Trust?  What  was  the  nature  of 
the  fluctuations  in  value  of  the  stock,  etc.? — A.  It  varied  in  value  greatly.  Right 
on  the  start  in,  before  it  was  listed,  the  value  was  about  50  per  share,  and  after  it 
was  listed  it  varied  in  the  40's  for  some  time.  From  then  on  it  fluctuated  up  and 
down  and  went  as  high  as  70,  and  I  understand  as  low  as  8.  There  were  very 
violent  fluctuations,  according  to  the  way  the  business  was  being  conducted,  and 
the  manipulation  by  the  speculating  members. 

Q.  Tell  us  about  the  speculating  members.  Who  were  thev? — A.  Well,  I  under- 
stood they  were  the  directors  and  the  certificate  holders.  The  directors  were  the 
men  who  did  most  of  the  speculating,  but  thousands  of  men  were  connected  with 
the  whisky  business  and  imbued  with  the  ideas  of  speculation,  and  I  should  not 
be  surprised  if  almost  every  wholesale  liquor  dealer  in  the  United  States  and  a 
great  many  retailers  took  flyers  in  the  stock. 

Q.  Were  there  any  reasons  to  believe  that  the  directors  of  the  company  were 
sx)eculating,  not  only  with  their  own  money,  but  with  the  money  that  belonged 
to  the  corporation  itself  ? — A.  I  believe  it  was  shown  before  the  courts  that  the 
directors  used  some  of  the  money  of  the  corporation  for  protecting  margins  in 
speculation.  The  reorganization  committee  later  made  that  accusation  and  sum- 
moned some  of  the  members  in  court.  It  was  never  brought  to  a  final  issue,  but 
was  settled  outside  of  the  comts. 

Q.  That  is,  they  were  charged  with  using  the  funds  in  the  treasury  of  the  cor- 
poration for  protecting  margins  on  stock  held  in  their  names  as  individuals? — ^A. 
No;  not  as  individuals.  The  stock  was  bought  in  the  name  of  the  treasurer  of 
the  corporation. 

Q.  As  an  individual? — ^A.  I  think  as  agent  of  the  company,  and  the  money  that 
was  used  was  put  up  to  protect  this  stock. 

Q.  That  is  to  say,  the  company  was  really  speculating  in  its  own  stock? — ^A. 
That  is  what  I  have  been  told,  and  that  was  what  was  brought  up  in  the  courts 
at  the  time. 

Q.  Did  that  fact  when  it  came  out  have  any  effect  on  the  price  of  the  stock  in 
the  market? — A.  When  that  fact  was  brought  out,  the  stock  was  very  low,  and  I 
do  not  think  there  was  much  fluctuation. 

Q.  About  how  long  did  the  company  continue  in  business? — ^A.  From  1890  to 
the  spring  of  1895. 

REASONS  WHY  THE  COMPANY  BROKE   IW 

Q.  Will  you  explain  the  circumstances  under  which  it  went  out  of  business? — 
A.  The  owners  of  the  stock  in  New  York  became  very  much  dissatisfied  with  the 
management  and  a  great  number  of  them  combined  for  the  purpose  of  an  exami- 
nation and  sent  a  special  bookkeeper  to  the  offices  in  Peoria  to  examine  the  books. 
Some  of  the  shareholders  in  IllinoiB  applied  to  the  court  at  the  same  time  for  a 
receivership. 

Q.  Will  you  tell  us  just  what  you  know  of  the  complaint  that  was  made  against 
the  management? — ^A.  The  business  was  not  managed  for  the  benefit  of  the  stock 
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holdeGTs;  the  directors  used  their  x>osition6  for  the  purpose  of  inanii>iilating  the 
price  of  the  stock;  they  also  used  money  of  the  company  for  protec&ng  margms 
on  stock.    There  were  many  other  charges  which  I  can  not  remember  now. 

Q.  Practically  the  charges  were  dishonesty  against  the  members? — A.  I  will 
not  say  that. 

Q.  tJnwise  action,  then? — A.  The  charge  was  practically  mismanagement  of  the 
business. 

A  RECEIVER  APPOINTED. 

Q.  What  further  can  you  tell  with  reference  to  the  change  in  management? — 
A.  The  holders  of  some  1,700  shares  of  stock  applied  to  the  United  States  courts 
in  Chicago  for  a  receiver,  making  the  charge  that  the  company  was  insolvent. 
On  that  appeal  a  receiver  was  appointed,  2  receivers,  in  fact — Mr.  J.  B.  Greenhut 
and  Mr.  E.  F.  Lawrence. 

Q.  What  connection  did  these  2  men  have  with  the  company? — ^A.  Mr.  Green- 
hut  was  president  of  the  company,  and  Mr.  Lawrence,  of  the  old  distillery  in 
Chicago,  was  not  connected  with  the  company  at  this  time.  I  think  he  was  not 
even  a  certificate  holder.  A  few  days  after  this  appointment,  and  before  he  had 
qualified  as  receiver,  the  shareholders  in  New  York  accused  Mr.  Greenhut  in 
court  of  being  a  speculator  in  the  stock  and  brought  proofs  to  that  effect.  The 
court  removed  Mr.  Greenhut  as  receiver  and  appointed  in  his  place  Mr.  John 
McNulta,  of  Illinois,  to  represent  the  court,  and  Mr.  Mitchell,  of  the  Illinois  Loan 
and  Trust  Company  of  Chicago,  to  represent  the  eastern  share  owners,  leaving 
Mr.  Lawrence  in  his  position.  Soon  after  Mr.  Lawrence  and  Mr.  Mitchell 
resigned,  leaving  Mr.  John  McNulta  sole  receiver  as  representing  the  court. 

MANAGEMENT  OF  THE  BUSINESS  BY  THE  RECEIVER. 

He  took  charge  of  the  business  and  operated  it  for  a  short  time,  pending  the 
reorganization  which  was  being  effected  by  the  New  York  shareholders,  who 
had  formed  themselves  into  a  reorganization  committee.  I  think  General  McNulta 
operated  enough  of  the  distilleries  to  keep  the  trade  going  from  February,  1895, 
to  November  or  December  of  the  same  year,  when  he  was  succeeded  by  the  reor- 
ganization, called  the  American  Spirits  Manufacturing  Company. 

Q.  In  whose  interests  did  General  McNulta  manage  the  business?  How  did  he 
turn  over  the  property  to  this  new  company  you  speak  of — the  American  Spirits 
Manufacturing  Company?  What  was  done  with  the  rest  of  the  property  which 
they  did  not  take? — ^A.  On  the  reorganization  of  the  bxisiness  the  shareholders  of 
the  old  company  came  in  and  bought  from  General  McNulta  17  of  the  best  prop- 
erties for  a  sum  equal  to  about  $10,000,000,  which  was  paid,  I  understand,  in  stock 
of  the  old  company  and  not  in  cash.  Afterwards  Gteneral  McNulta  turned  over 
4  or  6  more  of  the  old  properties  for  a  nominal  consideration,  by  order  of  the  court. 
The  new  company,  in  assuming  control  of  the  distillery  properties,  agreed  with 
the  court  that  they  would  pay  all  debts  of  the  old  corporation  and  all  receivership 
expenses,  which  they  have  done,  as  I  have  been  told  by  General  McNulta  within 
the  last  8  days.  He  said  that  the  old  company's  debts  and  the  receivership 
expenses  had  all  been  paid  by  the  new  American  Spirits  Manufacturing  Company. 

Q.  (By  Representative  Otjen.)  Including  the  rebates  of  the  old  company? — A. 
He  paid  all  rebates  that  were  declared  legal,  or  that  the  comi;  allowed.  There 
were  some  cases  in  which,  when  the  purchase  agreement  had  been  violated,  he 
refused  payment;  and  the  court  decided  that  he  was  warranted  in  so  doing. 

Q.  You  have  told  us  that  81  distilleries  went  into  the  old  trust,  and  that  all 
the  old  trust  property  was  turned  over  to  the  Distilling  and  Cattle  Feeding  Com- 
pany; now  you  say  that  of  this  new  property  the  American  Spirits  Manufactur- 
ing Company  took  17  different  plants  and  afterwards  some  4  or  5  others.  What 
became  of  the  rest? — ^A.  A  great  many  of  them  have  gone  back  to  the  original 
owners  of  the  real  estate.  In  the  first  arrangement  the  real  estate  was  not  sold, 
but  was  held  intact  by  the  original  distillers  and  leased  to  the  organization  that 
composed  the  trust. 

Q.  They  sold  the  distillery  and  leased  the  land? — A.  That  was  the  plan,  in 
fact.  After  the  distilleries  had  been  wrecked  Qijueral  McNulta  refused  payment 
on  a  great  many  of  these  leases  by  order  of  the  court. 

Q.  On  what  ground? — A.  That  it  was  unprofitable  to  the  receivership.  They 
reverted  back  to  the  owners  of  the  real  estate  who  went  into  the  original  com- 
pany. 

Q.  (By  Mr.  Phillips.)  For  what  period  were  they  leased?— A.  Twenty-five 
years. 
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Q.  (By  Mr.  Jenks.)  In  selling  to  the  tmst  the  distillers  retained  the  land  bat 
sold  tne  distilleries  with  the  good  will  of  the  business.  That  is  incidental,  is  it 
not? — ^A.  Yes. 

<^.  Was  not  that  counted  as  x>art  of  the  consideration  in  the  increased  capitali- 
zation?— ^A.  The  good  will  was  counted  as  x>art  of  the  increase  in  the  capitaliza- 
tion. 

Q.  (By  C.  J.  Harris.)  Did  not  the  distillers  agree  not  to  go  into  the  distilling 
business  also? — ^A.  Not  under  the  original  trust.  They  only  bound  us  up  to  5 
years  on  a  salary. 

Q.  (By  Mr.  Jenks.)  Was  any  change  made  in  that  respect  when  the  new  cor- 
poration took  the  place  of  the  trust? — A.  I  think  not;  unaer  this  organization  no 
one  was  bound  not  to  go  into  the  business  except  as  he  was  controlled  by  a 
salary. 

Q.  Where  and  by  whom  is  the  stock  of  the  new  American  Spirits  Manufactur- 
ing Company  mainly  held? — A.  A  syndicate  of  New  York  capitalists  have  appar- 
ently been  in  control  of  this  stock  from  the  time  of  the  organization  until  the 
present. 

NO  PROFIT  IN  THE  BUSINESS  IN  RECENT  YEARS. 

Q.  How  has  the  new  company  succeeded  as  compared  with  the  old  one?— A. 
Since  the  new  company  was  organized  there  has  been  very  little  profit  in  the 
business.  I  think  there  was  scarcely  a  time  from  1895  to  July,  1898,  when  there 
was  an^  profit.  After  the  organization  they  agreed  to  sell  at  a  price  that  would 
be  profitable.  This  continued  for  about  6  months;  but  the  outside  distilleries, 
that  were,  being  built  all  the  time,  came  into  such  direct  competition  with  them 
that  they  were  unable  to  sustain  a  profitable  market,  and  up  to  July,  1898,  there 
had  been  no  profit  in  the  business. 

CONTROL  OP  THE  MARKET  BY  THE  COMBINATIONS. 

Q.  To  what  extent  did  the  old  Distilling  and  Cattle  Feeding  Trust  control  the 
market — about  what  proportion  of  the  output  was  in  their  hands? — A.  I  think  it 
averaged  at  first  about  95  per  cent  of  the  production  of  spirits  and  alcohol.  It 
decreased  a  little,  as  near  as  I  can  remember;  but  I  should  judge  it  never  got 
below  85  per  cent  while  the  trust  was  in  existence.  After  the  Distilling  and 
Cattle  Feeding  Comx>any  was  organized  there  were  more  distilleries  buUt,  and  the 
percentage  outside  was  greater. 

Q.  About  what  proportion?— A.  At  one  time  the  Distilling  and  Cattle  Feeding 
Company  purchased  about  all  the  outside  distilleries  and  came  very  nearly  into 
complete  control  of  the  output.  When  they  made  those  purchases  I  should  judge 
they  owned  over  95  per  cent  of  all  the  distilleries  producing  alcohol  and  spirits. 

C^.  About  what  proportion  of  the  output  does  the  American  Spirits  Manufac- 
turmg  Company  control  directly,  or  what  proportion  has  it  controlled? — ^A.  I  do 
not  think  it  has  ever  controlled  more  than  60  x>er  cent. 

Q.  Do  you  think  that  is  enough  to  enable  them  to  hold  prices  up? — A.  No;  they 
were  never  in  a  position  to  hold  prices  up  to  any  great  extent  after  they  were 
organized  until  July,  1898. 

ANOTHER  COMPANY  ORGANIZED. 

Q.  What  new  circumstances  came  in  then  that  gave  them  better  control?— A. 
The  outside  distillers,  which  had  been  rebuilding  for  several  years,  were  compet- 
ing quite  heavily  in  1897  and  the  spring  of  1898.  In  fact,  they  were  absorbing 
most  of  the  trade  and  were  being  operated  either  at  no  profit  or  at  a  loss.  There 
was  a  new  company  organized  in  the  spring  of  1898  called  the  Distilling  and  Cat- 
tle Feeding  Company,  which  absorbed  very  nearly  all  the  outside  comx>ame6. 

Q.  Did  it  take  the  same  name  as  the  old  company — the  Distilling  and  Cattle- 
Feeding  Company?— A.  No;  it  is  called  the  Standard  Distilling  and  Distributing 
Company. 

Q.  I  think  you  applied  the  other  name. — ^A.  I  may  have  used  the  wrong  words 
there. 

Q.  It  is  the  Standard  Distilling  and  Distributing  Company? — A.  It  is  called  the 
Standard  Distilling  and  Distributing  Company.  It  was  organized  by  the  same 
influences  that  control  and  manage  the  American  Spirits  Manufpcturing  Com- 
pany.   While  the  directors  are  different,  they  are  at  the  present  time  begininng 
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to  amalgamate;  they  have  controlled  and  operated  the  bosiness  since  that  last 
organization  in  a  very  mntnal  way,  in  no  way  comx>eting  with  each  other. 

Q.  It  was  organized  among  those  who  had  been  former  competitors  of  the  tmst, 
bat  apparently  by  the  friends  of  the  American  Spirits  Manniactnring  Company 
itself  m  order  to  stop  competition? — A.  Tee;  it  was  organized  by  the  friends  of 
the  Spirits  Manufacturing  Company  in  order  that  the  two  companies  might  ran 
in  connection  and  stop  di^ustroas  competition. 

METHOD  OF  ORGANIZATION  OP  THB  NEW  CX)MPANY. 

Q.  What  was  the  method  of  the  organization  of  this  new  company?— A.  As 
nearly  as  I  have  been  able  to  find  out,  and  from  my  nersonal  knowledge  of  offers 
that  were  made,  each  distUlery  was  valued  at  about  wnat  it  would  cost,  and  a  cash 
offer  equal  to  that  cost  was  made  to  the  owners.  In  connection  therewith  they 
were  to  receive  also  an  equal  amount  of  preferred  stock  in  the  new  company,  and 
in  addition  to  that  an  equal  amount  of  common  stock.  That  is  to  say,  where  they 
valued  a  distillery  at  $100,000  actual  cost  the  owners  wotdd  receive  $100,000  in 
cash,  $100,000  in  shares  of  preferred  stock,  and  $100,000  in  shares  of  the  common 
stock  of  the  company.  The  parties  that  underwrote  this  new  company  received 
on  the  same  basis,  if  they  put  in  $100,000  to  pa^  for  a  distillery  they  received 
$100,000  in  shares  of  preferred  stock  and  $150,000  m  shares  of  the  common  stock 
of  the  companv. 

Q.  Then  m  the  organization  of  this  new  company,  if  I  xmderstand  it,  the  plan 
was  substantially  this:  Each  individual  distiller  would  sell  out  to  this  new  com- 
pany for  the  cash  value  of  his  plant  in  cash,  an  equal  amount  in  preferred  stock, 
and  an  equal  amount  in  common  stock? — A.  Yes. 

Q.  Was  the  common  stock  delivered  to  him  at  once? — ^A.  The  common  stock 
was  delivered  generally  in  1, 2, 8, 4,  and  5  vears. 

S.  That  is,  he  received  20  x>er  cent  the  first  year,  20  per  cent  the  second  year, 
so  on? — A.  Yes;  the  rest  being  held  in  escrow  until  the  time  of  delivery. 

Q.  What  was  the  purpose  of  that? — A.  The  purpose  was  to  keep  an  owner  of 
said  stock  from  entering  the  outside  business  again.  One  of  the  agreements  was 
that  if  he  went  back  into  the  distilling  business  he  was  not  to  receive  his  conmion 
stock. 

Q.  He  was  practically  obliged  not  to  go  into  the  business  again  for  5  years?— A. 
Yes;  not  to  go  into  the  business  a^in. 

Q.  Accormng  to  this  plan  the  New  York  capitalists  who  advanced  the  money 
received  the  same  amount  in  preferred  stock  and  one  and  one-half  times  that 
amount  in  common  stock? — A.  That  was  it. 

Q.  For  their  services  in  advancing  the  money? — A.  Yes;  that  is  what  I  have 
been  told  by  parties  very  closely  connected  with  the  comx>any  when  it  was 
organized. 

THE  AMOUNT  OF  OVERCAPITALIZATION. 

Q.  Can  you  testify  from  your  own  knowledge  as  to  what  part  of  this  was  the  true 
value? — ^A.  Only  that  part  which  represented  the  bid  for  tne  distillery. 

Q.  But  from  your  own  knowledge  you  can  say  that  this  new  company  offered 
the  distiUers  a  bargain  of  that  kind?— A.  Yes;  I  am  certain  that  offers  came  in 
that  way,  for  one  came  to  me  directly  for  the  distillery  I  am  ox>erating. 

Q.  (By  Representative  Otjen.)  Where  did  the  money  come  from  that  these 
different  distulers  received? — ^A.  It  was  underwritten  by  a  syndicate  of  New  York 
capit^ists.    The  total  amount  underwritten  was  $4,000,000. 

Q.  And  what  security  did  they  receive  on  the  property? — ^A.  They  received  in 
pavment  for  underwritmg  for  eveiy  $100  one  share  of  preferred  stock  and  one  and 
a  half  shares  of  common  stock.  The  promoters  of  the  enterprise  received  for 
themselves  for  every  $100  one  and  a  half  shares  of  common  stock.  On  the  whole 
issue,  tiien,  of  $4,000,000  underwritten  by  the  syndicate  which  was  used  for  the  pur- 
pose of  buying  the  distilleries  the  distillers  got  $4,000,000  in  cash,  $4,000,000  in  pre- 
ferred stock,  and  $4,000,000  in  common  stock;  the  underwriters  got  $4,000,000  in 
preferred  stock  and  $6,000,000  in  common  stock,  and  the  promoters  of  the  enter- 
prise got  for  their  expense  and  trouble  $6,000,000  in  common  stock.  There  was 
uierefore  a  total  issue  of  ^,000,000  in  preferred  stock  and  $16,000,000  in  common 
stock  to  cover  $4 ,000,000  in  distilling  property  sold  by  the  distillers. 
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RELATION    OF    THE    NEW    COMPANY    TO    THE    AMERICAN    SPIRITS  MANUFACTURING 

COMPANY. 

Q.  (By  Mr.  Jenks.)  What  has  been  the  relation  of  the  new  company  since  its 
organization  to  the  Ainerican  Spirits  Manufacturing  Company? — A.  I  understand 
that  they  have  a  running  agreement  bv  which  the  American  Spirits  Manufactur- 
ing Company  produces  about  one-third,  or  rather  one-half,  as  much  as  the  Stand- 
ard Distilling  and  Distributing  Compan^r. 

Q.  That  is,  the  Standard  is  about  twice  as  large  as  the  American? — A.  The 
Standard  produces  about  twice  as  much  as  the  American,  and  buys  whatever  the 
American  does  not  have  a  demand  for.  The  American  Spirits  Manufacturing 
Company  has  a  demand,  through  one  or  two  distributing  houses,  for  a  great  por- 
tion of  their  product.  The  balance  is  taken  and  paid  for  by  the  Standard  Dis- 
tiUingand Distributing  Company. 

Q.  What  proiK)rtion  of  the  total  product  is  under  the  control  of  these  two 
comi)anies? — A.  At  the  present  time  they  are  manufacturing  about  75  per  cent  of 
the  total  product  of  spirits  and  alcohol. 

Q.  Are  there  any  new  distilleries  coming  into  competition  with  them? — ^A. 
There  has  been  one  large  distillery  completed  since  they  were  organized  and  two 
or  three  more  are  in  process  of  construction. 

EFFECT  OF  THE  NEW  ORGANIZATION  ON  PRICES  AND  COMPETITORS. 

(^.  What  has  been  your  own  experience  as  regards  the  effect  of  this  new  organi- 
zation uiK)n  prices  and  upon  their  competitors? — ^A.  The  new  organization  that 
went  into  effect  in  July,  1898,  immediately  established  a  scale  of  prices  which 
were  profitable  and  which  continued  profitable  up  to  the  1st  of  May.  During  the 
last  2  years,  since  the  large  new  distillery  at  Terre  Haute  went  into  operation, 
there  has  been  a  constant  cutting  in  prices;  but,  up  to  the  1st  of  May,  of  tnis  year, 
they  had  not  fallen  below  the  cost  of  production.  Since  then  prices  have  been  at 
a  point  where  there  are  no  profits  in  tne  business. 

Q.  Did  the  new  combination  cut  prices  at  all,  until  recently,  in  different  neigh- 
borhoods, in  order  to  drive  out  special  individual  distillers? — A.  Prices  were  fist 
cut,  to  a  great  extent,  in  the  Eastern  market.  The  new  Terre  Haute  distillery 
started  in  to  market  its  products  in  New  York,  Baltimore,  Boston,  and  other 
eastern  markets,  and  the  prices  of  the  product  were  cut  in  those  markets  more 
than  in  any  others  in  the  United  States.  Whether  the  trust  cut  the  prices  or 
whether  the  new  company  cut  them  I  am  unable  to  say,  but  they  followed  very 
closely  in  each  other's  wake. 

Q.  They  have  cut  down  prices,  then,  until  there  is  practically  no  profit  in  the 
business? — A.  The  profit  at  present  is  practically  wiped  out  of  existence  on  account 
of  the  competition  that  has  arisen  in  the  last  2  months. 

Q.  Is  it  your  opinion,  then,  that  the  effect  of  all  three  of  these  combinations  has 
very  generally  been  to  increase  and  maintain  prices? — A.  All  the  combinations 
have  controlled  prices  to  a  great  extent  and  made  profits  in  the  business. 

Q.  Profits  for  their  competitors  as  well  as  for  themselves? — A.  For  both  parties 
for  the  time  being. 

EFFECT  OF  COMBINATIONS  ON  WHOLESALERS  AND  RETAILERS. 

Q.  What  was  the  effect  of  these  comx>anies  upon  the  dealers,  wholesale  and 
retail,  and  ux>on  consumers? — ^A.  My  observation  has  been  that  the  wholse^e 
dealers  were  at  an  advantage  when  the  combinations  were  making  money, 
because  the  combinations  controlled  the  amount  of  the  product  to  such  an  extent 
that  the  wholesale  dealers  were  able  to  get  larger  profits  on  their  sades.  They 
did  not  come  into  such  fierce  competition  with  one  another.  The  retail  dealers 
are  mostly  saloon  keepers,  and  my  observation  has  been  that  they  are  fully  as 
prosperous  when  the  distilleries  are  on  a  profitable  as  when  they  are  on  an 
unprofitable  basis.  The  margin  of  profit  is  so  small,  comparatively,  that  it  does 
not  seem  to  affect  the  retail  dealer.  An  additional  2  or  3  cents  on  the  price  of  a 
gallon  means  a  large  profit  for  the  distiller,  but  is  not  observable  in  the  retailers' 
purchases.  It  mignt  amount  to  $3  or  $4  a  month  to  a  very  large  retailer,  but  to  a 
moderate-sized  retailer  3  cents  on  each  gallon  would  perhaps  be  only  $1.20  or  $1.80, 
so  that  it  is  not  noticeable  to  the  retailer. 

EFFECT  ON  THE  CONSUMER. 

Q.  How  about  the  consumer? — A.  The  consumer,  as  far  as  I  can  see,  is  not 
affected. 
Q.  Then,  if  I  understand ? — A.  (Interrupting.)  Whisky  goes  over  the  bar 
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at  the  same  price  whether  or  not  the  distillers  are  making  money  and  whether  or 
not  the  business  is  controlled  by  a  trost. 

Q.  ^lien  the  price  of  whisky  goes  np,  then,  so  that  the  business  becomes  profit- 
able to  the  distiller,  he  sells  to  the  wholesaler  at  a  higher  price,  and  the  whole- 
saler always  adds  the  advance  to  what  he  asks  of  the  retailer? — A.  Alwajrs. 

Q.  Bnt  as  the  retailer  asks  the  same  price  of  the  consumer  as  before,  is  he  not 
the  one  who,  as  a  matter  of  fact,  iMiys  we  increase  in  price?— A.  It  would  seem 
to  come  out  of  the  retailer  entirely. 

Q.  But  you  think  the  difference  is  so  slight  that  he  does  not  feel  it  much? — A. 
I  do  not  think  it  is  noticeable  to  the  retailer. 

THB  PROFITS  OF  THS  RETAIUER. 

(^.  His  profits  are  so  big  that  he  can  not  tell  the  difference? — ^A.  A  crallon  of 
whisky  sold  over  the  bar  will  ordinarily  produce  to  a  retailer  anywhere  from  $10 
to  $20,  according  to  his  custom;  and  a  difference  of  2  or  3  cents  a  gallon  cuts  no 
figure  with  him  in  such  a  large  sale. 

O.  How  much  does  the  retailer  ordinarily  i)ay  for  whisky  that  he  can  retail 
at  from  $10  to  $20  a  gallon? 

Q.  (By  Representative  Livinoston.)  Take  some  special  brand  of  whisky  and 
make  it  specific? — ^A.  Whisky  which  the  retailer  pays  $1.50  a  gallon  for,  and 
which  is  a  very  cheap  grade,  though  not  above  quality  of  whisky,  might  pro- 
duce $8  a  gallon  at  10  cents  a  drink.  It  is  sold  to  men  who  take  large  drinks, 
and  will  not  run  over  $8  to  the  gallon.  On  $10  or  $12  whisky,  the  prices  range 
from  $1.75  to  $2.25  a  srallon,  and  on  $15  whisky  from  $2.25  to  ^. 

Q.  Do  you  know  wnat  the  old  Commissary  whisky  is  sold  for  per  case,  e.  g., 
by  Alexander,  of  New  York?— A.  By  the  case? 

Q.  By  the  case.  Most  of  those  people  buy  by  the  case  and  not  by  the  barrel. — 
A.  Most  of  them  \mj  by  the  barrel. 

(^.  Not  fine  whiskies? — ^A.  No,  not  fine  whiskies;  I  am  not  talking  about  fine 
whiskies;  I  am  talking  about  whiskies  that  pass  over  the  bar. 

Q.  Rectified  whiskies  they  buy  by  the  barrel? — ^A.  Very  fine  whisky  costs 
them  more  money.  I  put  up  a  case  of  whisky  in  my  rye  whisky  business  that 
goes  to  the  trade  at  about  $4  a  gallon. 

You  sell  it  by  the  case? — ^A.  By  the  case. 

How  much? — A.  Twelve  dollars  a  case;  a  case  contains  about  8  gallons. 
That  is  about  what  Commissary  whisky  is  sold  for  by  Alexander.  What 
does  the  retail  man  make  on  that? — A.  Of  that  class  of  whisky  the  retaU  man 
sells  about  120  drinks  to  the  gallon,  which,  at  15  cents  a  drink,  would  produce  $18, 
but  at  12^  cents,  not  qmite  so  much.  Very  fine  whiskies  are  sola  in  smaller 
drinks;  that  class  of  trade  does  not  use  such  large  quantities;  my  experience  has 
been  that  the  drinks  run  about  120  to  the  gallon. 

OOMPOUNDINO  OF  WHISKIES. 

Q.  (By  Mr.  Jbnks.)  Is  is  not  pure  spirits  rather  than  the  higher  grades  of 
whisky  which  these  combinations,  of  which  we  have  been  speaking,  manufac- 
ture?— ^A.  They  manufacture  colome  spirits  and  alcohol.  Cologne  spirits  is  the 
basis  of  common  and  rectified  whisky;  and  spirits,  while  a  highly  refined  prod- 
uct, is  the  basis  of  the  cheaper  grades  of  whisky. 

Q.  Can  you  tell  us  where  the  compounding  is  done  and  something  about  the 
Xnrofits  of  the  men  that  compound  whiskies?— A.  The  compounding  is  done  at 
what  we  call  the  rectifying  houses.  They  put  the  pure  spirits  into  a  tub  where 
it  is  colored  with  brown  sugar  and  other  coloring  material  and  fiavored  with 
high-priced  old  whiskies  and  sometimes  with  flavoring  materials. 

Q.  (By  Representative  Livingston.)  Is  not  the  flavoring  always  done  by 
whiskies? — A.  I  think  it  is  ^eneraUy  so  done  to-day,  old  rye  \^isky  being  added, 
sometimes  in  large  quantities  and  sometimes  in  smaller.  I  have  in  my  x>osses- 
sion  receipts  for  different  grades  that  run  from  1  gallon  up  to  20  gallons  per 
barrel,  1  gallon  being  the  very  lowest  that  is  used  for  flavoring.  But  there  are 
flavoring  materials  that  are  used  which  are  harmless  in  themselves.  Though 
it  is  clauned  some  of  them  are  harmful,  I  know  of  none  such  being  used.  Not 
being  a  rectifier,  I  do  not  know  much  about  the  different  substances  that  are  used 
except  rye  whisky  and  pure  spirits.  I  produce  both  of  these  in  my  two  distil- 
leries, and  am  well  acquainted  with  that  important  part  of  the  business. 

Q.  Can  they  make  apple  brandy,  rye  whisky,  or  anything  else  out  of  it? — ^A. 
Anythiog  desired  in  the  cheap  grade  of  brandies  is  made  by  using  cheap  cologne 
spirits.    Such  goods  go  to  the  cheaper  saloons,  those  outside  the  district  where, 
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perhapB,  we  gentlemen  wonld  go  to  take  a  drink.  I  think  we  are  all  pretty  sore 
in  the  best  saloons  to  get  a  good  grade  of  whiskies,  brandies,  gins,  and  such 
things,  but  in  other  saloons 

COST  OF  RECTIFIED  WHISKY. 

Q.  (Interrapting.)  What  is  the  cost  of  a  barrel  of  rectified  whisky  on  that 
plan  per  gallon? — ^A.  It  would  cost  the  wholesale  dealer  $1.80  for  the  original 
gallon  of  pure  spirits. 

Q.  How  much  would  the  coloring  matter  cost? — A.  The  cost  of  the  other  mate- 
rials used  would  be  very  small,  except  the  rye  whisky.  The  coloring  materials 
and  flavorinfl^  extracts  would  cost  alx)ut  6  cents  per  gallon.  The  cost  of  the  rye 
whisky  will  nave  to  be  estimated  according  to  the  amount  used.  At  the  present 
time  a  good  quality  of  r^e  whisky  (i.  e. ,  well-affed  whisky  from  8  to  10  years  of 
age)  costs,  in  large  quantities,  $2.25  a  gallon.  If  10  gallons,  which  is  quite  a  large 
quantity,  were  used,  that  would  be  $10  extra  on  40  gallons,  which  would  be  25  cents 
a  gallon.  This,  added  to  the  original  cost  of  $1.80,  makes  $1.55,  and  the  5  cents 
extra  for  coloring  materials  and  navoring  extracts  makes  $1.60  for  very  ordinary 
whisky.  There  is  another  method  of  cheapening  it,  which  consists  in  the  reduc- 
tion of  the  proof.  It  may  be  put  up  at  60  proof,  which  makes  it  cost  60  per  cent 
of  what  I  have  figured,  which  would  be  96  cents. 

Q.  Is  not  the  bulk  of  it  put  up  in  that  wav?— A.  The  bulk  of  it  is  put  up  at 
about  85  or  90  |>roof ,  although  there  is  a  good  deal  of  whisky  made  at  60  proof. 
But  that  is  getting  into  the  Business  of  rectifiers,  and  I  do  not  know  much  about 
it,  except  what  I  have  learned  from  rectifiers,  being  closely  connected  with  them. 

Q.  (By  Mr.  Jenks.)  Then  the  average  price  of  rectified  whisky  is  about  $1.60 
per  gallon  if  compounded  in  the  way  you  have  indicated? — A.  If  it  were  at  proof. 

Q.  But  40  per  cent  less  if  it  were  put  out  at  60  proof?— A.  Yes.  There  is  another 
grade  of  cheap  whisky  made  from  pure  spirits  and  flavoring  extracts,  which  is  sold 
at  what  we  call  6  cents  over  the  price  of  spirits  multiplied  by  the  strength.  For 
instance,  if  the  strength  is  90  and  the  price  $1.80,  multiply  $1.80  by  90,  and  add  6 
cents,  and  you  have  the  price  of  cheap  rectified  whisky.  That  is  the  way  it  is  sold 
to  thejobbing  trade  direct;  not  to  the  retailer. 

Q.  The  purpose  in  putting  the  question  in  reference  to  rectifying  was  to  show 
who  gets  the  profits  when  tne  price  of  whisky  goes  up.  According  to  what  you 
have  said  abundant  profits  go  to  the  rectifiers.  Now  who,  in  the  main,  does  the 
rectifying?— A.  The  parties  we  call  distributers  generally  do  most  of  the  recti- 
fying. They  sell  mostly  to  the  larger  wholesale  dealers.  Some  wholesale  dealers 
do  their  own  rectifying  and  mixing,  and  deal  directly  with  the  saloon.  Both  of 
these  parties  are  known  to  the  Government  as  recldners  and  pay  the  special  tax 
on  rectifiers. 

CHARACTER  OF  WHISKY  USED  IN  THE  DRUO  TRADE. 

Q.  Is  the  liquor  sold  in  drug  stores  ordinarily  bought  directly  from  the  trade  and 
sold  in  the  same  way,  or  is  that  rectified  and  improved  by  the  druggist? — ^A.  The 
majority  of  druggists  buy  a  j^retty  fair  quality  of  whisky,  mostly  what  we  call 
straight  whisky.  In  the  prohibition  States,  where  the  drug  store  is  practically 
used  as  a  saloon,  they  buy  the  very  cheapest  grade  of  whiskies  that  come  to  the 
trade.  I  am  pretty  well  acquainted  with  the  drug  trade,  because  in  my  rye- 
whisky  business  I  have  catered  to  the  drug  trade,  and  I  believe  I  sell  more  straight 
whisky  to  that  trade  than  any  other  distiller  in  the  United  States.  They  are 
anxious,  as  a  general  thing,  to  get  a  pure,  straight,  good  whisky.  In  prohibition 
States  I  have  found  that  they  do  buy  these  cheaper  grades  of  whiskies. 

9,  Then,  so  far  as  the  profits  from  compounding  are  concerned,  an  increase  in 
price  by  the  trust  is  still  borne  by  the  retail  dealers?— A.  It  would  seem  so  to  me. 

Q.  And,  so  far  as  the  rectifier  is  concerned,  any  profit  that  he  makes 

A.  As  a  general  thing  he  fixes  his  price  according  to  the  price  he  has  to  pay  for 
spirits. 

Q.  If  the  general  ^rice  is  higher,  he  will  not  make  any  more  or  any  less  than  he 
did  before? — A.  He  is  always  very  anxious  to  buy  his  spirits  just  as  cheap  as  he 
possibly  can,  but  I  have  noticed  that  he  is  more  prosperous  when  the  product  is 
controlled  by  the  combinations.  He  objects,  though,  seriously  to  any  combina- 
tion, and  would  rather  buy  of  the  outside  distillers. 

Q.  Why? — ^A.  Because  he  dislikes  the  idea  of  being  controlled  in  his  business. 
He  wants  to  be  placed  in  a  position  so  that  he  can  say,  **  I  will  give  you  so  much 
for  those  goods,"  and  not  say,  "  I  want  so  many  goods. "  Besides,  he  dislikes  very 
much  the  system  of  rebates.  After  3  or  4  or  5  years'  experience  with  the  rebates 
of  the  Distilling  and  Cattle  Feeding  Company,  the  rectifiers  are  very  much  averse 
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to  tying  themselveB  np  to  any  combinatioii  that  is  liable  at  any  time  to  pnt  on 
rebates.  I  have  met  a  great  many  wholesale  dealers  in  the  last  2  years,  and  they 
have  ail  told  me  that  they  would  buy  of  me  in  preference  to  the  tmst  at  the 
same  price.  I  have  never  met  a  single  bnyer  who  nas  said  he  wonld  buy  of  the 
trust  m  preference  to  outside  distillers. 

REBATB  SYSTEM  OF  THE  PRESENT  COMBINATION. 

Q.  Does  the  present  combination  have  a  rebate  system  the  same  as  the  former 
one? — A.  They  nave  to  a  certain  extent. 

Q.  What  are  their  rates? — ^A.  Their  rates  at  the  present  time  are  made  only  to 
the  distributers.  Thev  charge  them  a  specific  price,  on  which  they  give  them  1^ 
cents  rebate  at  the  end  of  5  months. 

Q.  Provided  they  can  say  they  have  dealt  with  no  one  else? — ^A.  Provided  they 
trade  with  the  tmst  house8,Le.,  the  American  Spirits  Manufacturing  Company 
and  the  Standard  Distilling  and  Distributing  Company.  They  attempted  abo  to 
put  rebates  on  some  of  the  wholesale  dealers  who  were  able  to  buy  in  carload  lots, 
but  the  wholesale  dealers  objected  so  seriously  that  they  were  unable  to  force  the 
system  upon  them,  in  fact,  they  tried  it  on  one  or  two  parties  and  made  lower 
prices,  but  immediately  the  wholesale  dealer  turned  to  tne  outside  distilleries  to 
Duy,  and  the  result  was  they  abandoned  the  idea  of  trying  to  put  on  a  rebate 
to  the  wholesale  dealers,  although  all  the  distributers  of  the  trust  houses  are  get- 
ting a  rebate  at  the  present  time. 

EFFECT  OF  COMBINATIONS  ON  THE  ORIGINAI.  OWNEBS. 

Q.  What  was  the  effect  of  these  combinations  upon  the  original  distillers  who 
went  into  them?  What  about  your  own  case,  for  example?  Why  did  you  go  in, 
and  why  did  you  go  out? — ^A.  I  went  into  the  first  trust  because  I  was  glamoured  . 
with  the  pictures  that  were  painted  of  fancy  profits,  and  also  because  of  the  inti- 
mations thatrif  I  did  iiotgo  m,  the  trust  would  get  after  my  customers  and  make 
life  a  burden  to  me.  There  were  many  difficulties.  I  objected  to  losing  my 
individuality  very  much.  I^as  quite  a  young  man  at  the  time  and  did  not  like 
to  go  into  a  combination  ana  lose  control  of  my  business,  but  after  some  time  I 
agreed  to  do  it.  I  regretted  it  from  the  day  I  went  in,  although  I  secured  very 
good  profits  for  a  long  time. 

Q.  Your  profits  for  a  while  increased  decidedly  compared  with  what  they  had 
be^  before?— A.  They  did  not  increase  compared  with  what  we  had  been  making 
in  the  pools;  but  the^  increased  to  more  than  what  they  were  before  the  poo£ 
were  organized.  It  wiped  out  our  individuality  entirely  with  the  trade,  and  we 
became  merely  agents  of  the  trust.  They  employed  me  in  several  different 
capacities  after  they  stopped  running  our  distillery,  none  of  which  were  agreeable 
tome. 

<).  What  kind  of  work  did  you  do? — ^A.  I  was  employed  as  a  salesman  in  cer- 
tain districts  in  California,  but  more  esx)ecially  to  induce  some  recalcitrant  mem- 
bers of  the  old  combinations  to  come  into  the  trust.  It  did  not  take  very  long  to 
convince  them  that  they  ought  to  do  so. 

Q.  What  methods  did  you  employ  to  get  them  in? — A.  The  methods  consisted 
in  cutting  prices  to  their  esx>eciu  customers  who  had  been  doing  business  with 
them  for  years. 

Q.  (By  Representative  Livingston.)  Pretty  good  argument,  was  it  not? — ^A. 
Yes,  sir.  We  went  to  those  customers  and  offered  them  spirits  at  prices  which 
the  other  men  did  not  want  to  meet.  They  were  not  the  quoted  prices  but  private 
prices  made  at  the  time.  It  took  but  8  or  4  days  to  accomplish  what  we  set  out 
to  do. 

BEAL  PBICES  NOT  THE  SAME  AS  QUOTED  PBIOES. 

Q.  ^By  Mr.  Jenks.)  Are  the  real  prices  of  the  product  of  the  Ajnerican  Spirits 
Manuiacturing  Company  the  same  now  as  their  quoted  prices,  wil^  the  exception 
of  the  li  cent  rebate? — A.  The  prices  that  were  quoted  in  the  fall  of  1898  nave 
not  been  changed,  but  the  actual  prices  of  the  distillery  products  that  we  are  now 
selling  are  some  3  or  4  cents  below  the  quoted  prices,  it  has  come  about  gradu- 
ally tiorough  the  trust  and  the  outsiders  getting  each  other's  trade. 

Q.  Then,  the  real  price  is  the  quoted  price,  less  about  3i  cents  and  the  rebate? — 
A.  That  will  be  about  the  price. 

Q.  The  real  price  is,  then,  about  5  cents  below  the  quoted  price? — ^A.  No;  they 
sell  at  about  4  cents  below. 

Q.  CoTmting  tiie  rebate  in,  too?— A.  Yes. 
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Q.  About  4  cents  below  is  the  real  price.  How  long  has  that  been  tme? — ^A. 
Well,  it  commenced  a  little  right  at  the  start.  The  qnoted  price  was  always  about 
half  a  cent  below  the  actual  price. 

Q.  What  do  you  mean  by  tne  beginning? — ^A.  July,  1898.  The  price  to  the  trade 
continued  at  about  half  a  cent  below  the  quoted  price  up  to  February  1 .  Since  the 
new  distillery  in  Terre  Haute  went  into  operation,  there  has  been  a  gradual  cut- 
ting of  prices,  secretly,  to  the  trade,  until  at  the  present  time  the  actual  prices  of 
spirits  and  alcohol  are  about  4  cents  below  the  quoted  prices. 

Q.  How  was  it  under  the  preceding  combinations — ^the  Distilling  and  Cattle 
Feeding  Company  and  the  Instillers  and  Cattle  Feeders'  Trust?  Counting  out 
the  rebates,  ware  the  quoted  prices  the  same  as  the  real,  or  was  there  a  good  deal 
of  cutting? — A.  During  the  time  of  the  rebates  the  quoted  price  was  7  cents 
higher  than  the  actual  price  charged  by  the  outside  dealers.  Of  course,  the 
quoted  price  was  the  price  the  trust  charged  to  their  customers. 

Q.  Then  they  took  off  the  rebate  of  7  cents? — ^A.  Oh,  yes,  the  rebate  certificates 
were  redeemed  afterwards,  but  the  outside  dealers  always  sold  at  7  cents  below 
the  quoted  price. 

THE  BONDED  WAREHOUSE  STSTEK. 

Q.  (By  Representative  Livinqston.)  In  what  way  does  the  United  States  Gov- 
ernment befriend  these  dealers  ? — A.  They  are  not  benefited  in  any  way  that  I  can 
see,  except  so  far  as  they  are  influenced  by 

Q.  (Interrupting.)  I  mean,  what  direct  benefit,  if  any,  does  the  United  States 
Gk>vemment  give  tne  distillers  of  whisky;  and  if  any,  how? — A.  I  think  the 
greatest  benefit  is  in  compelling  us  to  keep  accurate  records,  so  that  we  know 
more  about  our  business  than  we  would  otnerwise.  The  GK>vemment*s  action 
results  in  the  small  dealers  keeping  such  close  account  of  their  daily  productions 
that  they  know  at  all  times  just  exactly  what  the^  are  doing. 

Q.  That  is  an  indirect  benefit.  Is  there  not  a  direct  benefit?  When  whisky  is 
put  into  a  bonded  warehouse,  does  not  the  GK)vemment  bear  the  loss  on  account 
of  evaporation  and  give  you  all  the  profits  ? — ^A.  I  think  you  state  that  question 
in  a  prejudiced  way. 


Q.  Can  you  stote  it  in  a  better  way? 


^  (By  Mr.  Farquhar.)  Explain  that  whole  system.— A.  The  Government 
allows  8  years  in  which  to  pay  the  tax,  and  for  4  years  of  that  they  do  not  charge 
for  the  evaporation;  they  regauge  the  packa^  at  the  end  of  4  years  and  levy  the 
tax  on  what  they  find  in  the  barrel  at  that  time. 

Q.  (By  Representative  Liyinoston.)  What  is  the  percentage  of  evaporation  in 
that  first  4  years? — ^A.  It  evaporates  about  9  gallons  per  barrel  of  48  gallons. 

Q.  About  9  gallons? — ^A.  Tnat  would  be  about  20  per  cent. 

Q.  When  you  take  it  out  after  another  4  years  do  you  regauge  it  again? — ^A.  We 
regauge  it  again. 

Q.  Who  bears  the  loss  then  ? — ^A.  The  distiller  bears  the  loss  after  the  first  4 
years,  and  I  want  to  state  to  the  commissipn  that  that  law  has  produced  the  most 
disastrous  results  to  the  distillers. 

(J.  When  the  8  years  have  about  expired  and  vou  have  not  sold  it,  can  you  not 
ship  it  abroad  and  keep  it  and  then  bring  it  back  with  certain  privileges? — A.  We 
can  leave  it  abroad  just  as  long  as  we  want  to,  and  age  gives  it  value.  We  can 
then  bring  it  back  and  keep  it  in  a  bonded  warehouse,  and  we  are  allowed  3  years 
to  pay  the  tax. 

That  makes  11  years? — A.  Eleven  years. 

(By  Mr.  Phillips.)  About  what  does  it  evaporate  in  the  second  4  years? — 
A.  let  evaiK)rates  less  in  the  second  4  ^ears  than  in  the  first  4  years. 

Q.  What  per  cent? — ^A.  I  am  workm^  on  7  years;  7  vears  is  the  oldest  whisky  I 
have  in  stock  and  I  am  losing  in  the  nei^borhood  of  17  gallons. 

Q.  (By  Representative  LrvmosTON.)  That  ripens  the  whisky,  if  I  understand 
it?— A.  That  ripens  the  whisky. 

Q.  Granting  that  the  GK)vemment  pays  for  the  loss  by  evaporation  for  the  first 
4  years  and  you  for  the  next  4,  how  much  is  the  value  of  the  whisky  increased 
in  that  time  by  ripening? — ^A.  Since  that  law  was  passed  our  experience  has  been 
that  it  worked  the  other  way. 

Q.  How  do  you  mean?— A.  That  the  ripe  whisky  has  sold  for  less  at  the  age  of 
8years  than  they  were  able  to  get  for  it  when  it  was  4  years  old  in  previous  times. 
The  law  caused  an  overproduction  of  the  finer  grades  of  whiskies  and  resulted 
in  lots  of  8-year-old  whisky  being  sold  for  less  money  than  2  or  8  year  old 
whiskies. 

C^,  Where  did  you  sell  any  such  whisky  as  that?— A.  We  sell  it  aU  over  the 
United  States. 
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Q.  Axaojif  the  Indians,  or  where?  Do  yon  mean  to  tell  mo  that  the  man  who 
drinks  whisky  in  Washington  or  New  York  ^ys  as  mnch  for  green  whisky  4  years 
old  as  for  8-year-old  or  ripe  whisky? — A.  Yon  misunderstand  me;  I  mean  the 
wholesale  dealers  in  the  way  they  buy  them.  For  instance,  we  wiU  suppose  that 
they  bny  at  the  original  gau^  3-year-old  whisky  of  the  distillers  at  55  cents. 
For  8-year-old  whisky  they  will  pay  only  45  cents.  The  reason  for  that  is  that 
the  wholesaler  pays  the  tax  on  the  extra  evaporation  between  the  fourth  and 
eighth  jears.  He  pays  the  tax  on  something  that  he  does  not  get  to  give  to  the 
trade,  i.  e.,  the  Gtovemment  receives  taxes  on  nothing.  The  result  is  that  the 
price  of  the  old  whisky  in  its  original  form  is  less  than  the  new  that  has  been 
produced,  which  is  very  disastrous  to  the  whole  trade. 

Q.  Who  bears  the  expenses  for  the  first  four  years  that  the  whisky  is  in  the  bonded 
warehouse? — ^A.  The  distiller. 

Q.  Do  you  mean  aU  the  preliminaries,  the  help,  the  rent  of  the  warehouse, 
etc.? — ^A.  Yes. 

Q.  Why  is  it  put  in  bonded  warehouses?  Why  not  put  it  in  your  own? — ^A.  We 
do  not  have  the  tax  to  pay  in  the  bonded  warehouse.  Then  we  really  do  put  it  in 
our  own,  for  we  own  the  bonded  warehouses  ourselves,  and  they  are  on^  called 
bonded  because  they  are  in  charge  of  the  Government. 

Q.  You  pay  all  the  running  expenses?— A.  We  pay  all  the  running  expenses; 
but  we  do  not  carry  even  our  own  kevs. 

O.  (By  Mr.  Jbnks.)  Do  you  carry  the  insurance? — A.  We  carry  the  insurance 
and  every  expense  connected  with  the  business. 

Q.  (Bv  Representative  LrviNasTON.}  And  then  get  less  for  it  than  before  it  is 
ripened?-— A.  That  has  been  the  experience  so  far. 

Q.  Do  you  not  think  that  that  wul  break  up  the  bonded  warehouse  system? — A. 
We  hope  Congress  will  enact  a  law  levying  the  tax  on  what  is  in  the  barrel  when 
it  leaves  theoonded  warehouse.  The  present  method  results  in  disaster  to  the 
men  employed  in  the  business,  creates  a  hardship  on  the  trade,  and  does  not  ben- 
efit the  Government. 

3.  (By  Senator  Daniel.)  No  matter  how  old  the  whisky  may  be?— -A.  No. 
.  Do  you  mean  it  should  be  taxed  at  the  time  it  is  sold?— A.  At  the  time  it 
goes  into  t^e  general  avenues  of  trade.    That  is  the  only  proper  way  to  get  a  fine 
and  unadulterated  liquor  on  the  market.    It  should  be  taken  out  in  charge  of  the 
Gk)vemment  and  the  tax  paid  according  to  what  is  found  in  the  barrel. 

Q.  (By  Representative  Livinoston.)  Is  the  proof  of  the  whisky  raised  or  low- 
ered by  stormg  it? — ^A.  That  depends  upon  the  condition  of  the  warehouse.  If  it 
18  dry  and  warm,  it  will  increase;  if  it  is  cold  and  damp,  it  will  decrease. 

Q.  (By  Senator  Daniel.)  Decrease  in  what  respect? — A.  In  proof  and  strength. 
We  put  it  in  originally  at  about  100,  and  200  is  pure  alcohol.  It  will  increase 
from  100  to  125  in  4  or  5  years  where  heat  is  employed. 

Q.  (By  Representative  Livingston.)  Can  you,  then,  put  in  water  enough  to 
reduce  it  to  100? — ^A.  Yes,  they  allow  us  to  do  that. 

Q.  (By  Mr.  Jenks.)  How  does  the  bonded  warehouse  system  affect  the  product 
bandied  by  these  combinations? — ^A.  It  onlv  affects  them  generally  for  5  or  6 
montiis.  They  care  nothing  for  the  bonded  period  except  for  the  temporary 
storage;  for  their  product  is  immediately  marketable. 

Q.  (By  Representative  Livinoston.)  Are  you  now  speaking  of  the  trust? — 
A.  I  am  now  speaking  of  the  trust  production  and  also  of  the  distillery  I  operate. 

Q.  Did  he  not  ask  you  as  to  the  effect  of  these  bonded  warehouses  upon  the 
trust? 

Q.  (By  Mr.  Jenks.)  I  asked  how  it  concerned  the  trust. — ^A.  It  gives  them  a 
chance  to  handle  their  liquor  so  that  they  do  not  have  to  pay  the  tax  until  the 
trade  demands  it,  which  is  generally  in  the  course  of  2  or  3  days,  but  which  has 
been  about  2  or  8  months. 

COMBINATION  NOT  ESSENTIAL  TO  ECONOMY  IN  PRODUCTION. 

Q.  Have  any  methods  besides  the  cutting  of  prices  in  special  localities  been 
employed  by  the  combination  in  order  to  induce  other  people  to  come  in? — ^A. 
They  employ  every  means  they  know  to  induce  others  to  come  in — competition, 
intimidanon,  throat-cutting  prices.    Oftentimes  they  try  to  purchase  their  plants. 

(j.  Do  you  inoyr  of  any  cases  where  they  have  bought  out  rivals  at  more  than 
a  fair  price  in  order  to  get  them  out  of  the  way? — A.  They  have  almost  always 
had  to  do  that. 

Q.  Oan  the  individual  distiller  with  a  good  sized  distillery  manufacture  as 
cheaply  and  get  as  much  in  the  way  of  by-products,  etc.,  as  the  combination? — A. 
After  a  certain  point  he  can,  but  too  small  a  distillery  is  operated  with  less 
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economy,  both  in  production  and  in  the  cost  of  labor.  A  reasonable  sized  dis- 
tillery can  perhaps  compete  with  them,  because  it  can  average  better  in  prices. 

Q.  (By  Mr.  Phillips.)  What  would  you  call  a  reasonable  sized  distillery?— A. 
A  reasonable  sized  distillery  would  be  one  of  1,500  bushels.  That  would  not  pro- 
duce quite  as  much  liquor  and  the  labor  would  cost  a  little  more  per  gallon,  out 
not  very  much. 

Q.  (By  Mr.  Jenks.)  Can  a  single  independent  distillery  of  6,000  bushels  manu- 
facture as  cheaply  and  get  as  much  out  of  the  raw  material  as  any  distillery  man- 
aged by  the  great  combination? — ^A.  I  think  that  a  5,000'bushel  distillery  can  be 
operated  as  cheaply  as  any,  both  in  respect  to  production  and  labor. 

Q.  Does  any  saving  result  from  combination,  so  far  as  the  manufacturing 
process  is  concerned,  provided  a  man  has  a  distillery  of  5,000  bushels? — ^A.  The 
combination  of  different  distilleries  makes  no  saving  to  anybody  except,  of  course, 
that  they  can  stop  running  some  plants  and  make  more  profit  out  of  the  others. 

Q.  That  is  to  say,  so  far  as  they  really  control  the  output?— A.  Yes,  sir;  the 
combined  distillers  themselves  have  no  particular  advantage.  The  independent 
distiller  can,  on  an  average,  sell  his  goods  at  the  same  or  a  better  price  than  the 
trust,  because  the  trade  is  inclined  to  favor  him.  The  combination  can  not  pro- 
duce any  more  liquor  per  bushel  of  com  than  the  independent  distiller,  nor  can 
their  laoor  be  made  any  cheaper  after  a  certain  limit  is  reached.  A  distillery 
consuming  from  8,000  to  5,000  bushels  is  the  most  favorable  size  so  far  as  labor  is 
concerned. 

Q.  Does  a  great  combination  among  the  distillers  afford  any  advantages  in  the 
buying  of  raw  materials,  fuel,  etc.? — ^A.  There  is  no  saving  in  the  buying  of  fuel 
or  gram.  I  can  buy  1  or  2  cars  of  com  just  as  cheap  as  the  combination  can  buy 
100,000  bushels. 

Q.  Has  the  combination  been  able  to  secure  any  better  rates  in  the  transporta- 
tion of  their  product  than  the  independent  distillers? — A.  I  am  unable  to  answer 
that.  I  know  they  have  received  very  good  rates  at  times,  but  I  am  unable  to 
say  whether  they  received  better  than  I  did. 

Q.  (By  Senator  Daniel.)  What  rates  do  they  give  them? — ^A.  I  should  say  the 
re^iilar  tariff. 

Q.  (By  Representative  Livingston.)  What  rates  do  you  get?— A.  At  the  pres- 
ent time  the  railroads  are  pretty  stiff  on  their  rates,  and  I  oo  not  believe  there  is 
any  cutting.  There  has  been  cutting  in  rates,  but,  I  believe,  not  since  the  1st  of 
last  January.  I  should  not  want  to  say  that  I  received  any  rebates;  that  is 
against  the  law. 

Q.  You  would  not  want  to  say  that  you  did  not,  either,  would  you? — ^A.  Well, 
that  would  depend  upon  what  court  I  was  placed  before. 

C^.  (By  Mr.  Jenks.)  Then,  as  regards  the  sale  of  liquor,  you  are  inclined  to 
think  that  the  independent  distiller  has  an  advantage  over  the  trust?— A.  I  think 
he  has  at  the  present  time. 

TRUST  HAS  AN  ADVANTAGE  IN  SELLING  IN  FOREIGN  MARKETS. 

Q.  Is  that  true  with  regard  to  both  domestic  and  foreign  markets? — ^A.  I  think 
the  trust  has  the  advantage  in  foreign  markets. 

Q.  Why? — ^A.  For  the  reason  that  when  foreigners  do  buy  they  buy  in  large 
lots,  5,000  barrels  at  a  time,  and  the  only  distiller  that  is  able  to  oner  5,000  bar- 
rels is  the  large  combination.  They  are  also  enabled  to  reach  the  foreign  mar- 
kets by  having  agents  in  so  many  different  countries,  which  they  are  able  to  pay, 
but  which  the  independent  distillers  are  unable  to  support.  In  that  way  the 
trust  is  able  to  work  up  and  hold  the  foreign  trade  in  China  and  Japan,  for 
example,  where  they  have  had  an  agent.  The  foreign  trade,  though,  does  not 
secure  any  more  profitable  rates  than  we  get  in  this  country,  but  it  has  the  effect 
of  relieving  them  of  the  surplus. 

WORK  OF  WITNESS  WHEN  IN  THE  COMBINATION. 

Q.  (By  Mr.  Phillips.)  You  stated  some  time  ago  that  you  were  employed  in 
disagreeable  work  when  connected  with  the  combination,  such  as  inducmg  other 
persons  to  come  into  it.  In  what  other  capacity  were  you  employed  that  was  not 
very  aapreeable  during  that  time? — A.  I  did  not  say  that  the  employment  was  dis- 
agreeaole.  The  fact  of  being  a  mere  clerk  of  the  corporation  was  the  disagreeable 
part.  I  was  employed  also  as  manager  of  the  Kansas  City  distillery  for  a  while 
for  the  purpose  of  oringing  it  up  to  the  highest  state  of  perfection.  It  had  been 
operated  at  a  disadvantage  by  toe  trust,  and  they  wanted  somebody  who  had  a 
knowledge  of  the  latest  methods  to  bring  it  to  the  highest  state  of  efficiency. 
They  sent  me  there  for  5  or  6  months  to  bring  about  that  result  or  demonstrate 
that  the  locality  was  unfavorable. 
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Q.  Yon  have  gdyen  as  some  reasons  why  yon  went  into  the  combination,  bnt 
yon  have  not  tola  ns  why  yon  went  ont. — ^A.  I  simply  sold  ont  my  stock  certifi- 
cates in  the  Distilling  and  Cattle  Feeding  Company  oecanse  it  became  very  specn- 
lative  and  the  prices  were  snch  as  to  indnce  a  sale.  I  also  sold  ont  abont  the  time 
that  my  siJary  as  manager  expired.  At  its  expiration  the^  did  not  see  fit  to 
renew  it,  and  I  did  not  demand  it.  In  that  way  1  became  disconnected  with  the 
-femst. 

Q.  Did  yon  get  what  wonld  be  called  an  nnnsnal  salary  while  working  for  the 
combination? — A.  My  brother  and  I  owned  a  distillery  that  was  connected  with 
the  tmst,  and  we  received  jointly  |5,000  a  year  for  managing  a  distillery  that  was 
not  ox>eraidng. 

Q.  (By  Mr.  Jekks.)  Did  yon  not  have  any  work  to  do?— A.  I  had  no  work  to 
do  after  the  distillery  was  closed. 

Q.  It  was  a  fair  salary? — A.  It  was  a  fair  salary  for  doing  nothing,  bnt  it  was 
not  too  large  if  the  distillery  had  been  in  operation. 

Q.  (By  Mr.  I^llips.)  Will  yon  say  whether  yon  think  it  more  profitable  to 
operate  mdividnally  or  as  a  x>art  of  the  combination?— A.  I  went  into  another 
bne  of  bnsiness  shortly  after,  called  the  rye-whisky  bnsiness,  and  leased  one  of 
the  trust's  old  honses  that  they  were  not  ox)erating.  Of  conrse  that  bnsiness  did 
not  compete  with  them  in  any  way,  bnt  it  was  not  active  enough  to  snit  me,  and 
later  (1897)  I  went  into  the  spirit  and  alcohol  bnsiness  again.  I  leased  another 
distillery  for  that  purpose,  and  did  not  build.  I  found  one  already  built  that 
suited  me,  and  I  am  operating  it  outside  of  the  trust  at  the  present  time.  When 
the  Standard  Distilling  and  Distributing  Company  was  organized  they  tried 
to  b  it  through  me,  but  failing  in  that,  they  went  directly  to  the  owners  and 
bought  it  right  out  from  underneath  my  shoulders;  so  that  when  my  lease  expiree, 
which  it  wifl  in  the  course  of  4  or  5  months,  I  will  be  thrown  out  of  that  distillery 
and  shall  either  have  to  build  or  go  out  of  the  business. 

(^.  (By  Mr.  Jenks.)  Theywillthenbe  rid  of  another  competitor? — ^A.  I  suppose 
their  object  was  to  get  rid  of  me  as  a  competitor,  thinking,  i)erhaps,  that  I  would 
not  rebuild. 

Q.  (By  Mr.  Phillips.)  Do  I  understand  that  you  have  now  no  connection  with 
the  combination  or  trust? — A.  None  whatever. 

O.  You  are  operating  at  present  index)endently? — ^A.  I  am  operating  independ- 
ently, and  have  been  for  the  last  2  years. 

EFFECT  OF  THE  COMBINATIONS  UPON  WAGES. 

Q.  (By  Mr.  Jenks.)  What  has  been  the  effect  of  these  combinations  upon  wage- 
earners  in  the  distilling  bnsiness?  Have  they  employed  as  many,  on  the  whole^  as 
were  employed  before?  Have  they  paid  as  good  wages,  etc.?— A.  I  do  not  think 
they  em^oy  quite  as  many  in  all  the  oistilleries,  although  wages  have  not  changed 
in  the  last  20  years.  All  the  employees  of  these  distilleries  receive  very  good  wages. 
Their  work  is  not  hard  and  is  very  agreeable;  they  all  seem  to  be  satisfied.  I  have 
never  known  of  distillery  employees  bein^  dissatisfied  with  their  salary  or  wages. 
They  seem  to  enjoy  the  life,  and  did  not  object  when  the  trust  was  organized.  The 
tmst  increased  wages  in  some  of  the  minor  x)ositions  and  made  them  uniform  in 
all  the  different  distiUeries.  I  believe  they  also  at  that  time  increased  prices  to 
l^e  coal  operators. 

Q.  So  Mr.  Greenhut  testified.  What  was  the  effect?  Was  there  permanent 
improvement? — A.  Not  with  the  coal  operators  or  barrel  makers.  At  first,  when 
the  trust  was  having  a  profitable  business,  they  kept  up  prices  to  these  different 
•people,  both  the  barrel  makers  and  coal  dealers  receiving  a  fair  profit;  but  when 
they  began  to  have  competition  they  broug:ht  everybody  down  to  the  closest  pos- 
sible margin,  and  coal  at  the  present  time  is  cheaper  than  ever  before  in  the  his- 
tory of  the  distilling  business.  We  are  buying  it  every  day  at  from  $1  to  $1.10  per 
ton  in  the  bins  of  tne  distillery. 
.     Q.  ^y  Mr.  Ratohfobd.)  What  kind  of  coal  is  that? — ^A.  Common  coal. 

Q.  Lump  coal? — A.  Bituminous  coal.  Unscreened,  it  is  sold  at  $1  a  ton; 
screened,  it  is  sold  at  $1.15per  ton. 

Q.  (By  Mr.  Phillips.)  Blow  many  laborers  are  employed  in  a  distillery  running 
from  8,000  to  5,000  bushels  per  day,  and  what  would  their  average  wages  be? — A. 
A  distUleiT  of  that  capacity  requires  from  40  to  60  men,  perhaps  80,  including  the 
cattle  feeders.  The  manufacture  of  spirits  and  alcohol  does  not  reqnii'e  a  very 
li^e  quantity  of  labor. 

Q.  A  bout  what  is  the  average  wage? — ^A.  The  lowest  wage  is  abont  $11  per  week; 
from  that  it  runs  up  to  |80  per  week  for  the  more  experienced  men;  the  average 
would  be  perhaps  $l8. 
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COMBINATION  NECESSARY  IN  THE  DISTILLING  BUSINESS. 

Q.  (By  Mr.  Jenks.)  From  yonr  experience,  do  you  think  the  present  combina- 
tion ia  likely  to  succeed  permanently,  two  former  ones  having  fsuled? — ^A.  I  think 
competition  will,  in  the  end,  bring  about  the  downfall  of  all  trusts.  Still,  I  do 
not  think  our  business  can  succeea  for  many  years  without  some  form  of  combi- 
nation. We  seem  to  be  unable  to  get  profits  m  the  business  without  some  form 
of  combination.  In  fact,  we  almost  always  have  to  sustain  losses  when  there  is 
not  a  comtoiation.  I  believe,  however  as  I  said  before,  that  no  form  of  trust 
can  be  perpetuated.  There  will  be  mishaps  in  the  distilling  business  the  same  as 
in  any  other.  I  do  not  believe  that  legislation  will  be  as  enective  in  brin^^g  the 
relief  that  x>eople  want  as  the  natural  course  of  events.  I  do  not  beheve  the 
people  are  so  much  oppressed  by  the  trust's  manipulation  of  prices  as  by  the  specu- 
lation in  stocks  and  the  disastrous  results  that  follow  to  the  original  proprietors, 
who  cease  to  be  a  pui^  and  parcel  of  the  business  world. 

SPECULATION  AND  OVERCAPITALIZATION  THE  GREATEST  EVILS  OF  THE  TRUST 

SYSTEM. 

Q.  Then  you  think  that  this  social  fact  and  the  speculation  in  stocks  coming 
from  overcapitalization  are  the  two  greatest  evils  in  the  trust  system? — A.  "& 
seems  so  to  me.  I  do  not  believe  the  evil  results  to  the  public  are  as  great  as  x)ic- 
tnred  by  x>eople  generally.  I  have  never  been  able  to  see  that  any  trust  witii 
which  I  have  been  connected  has  been  oppressive  to  the  people,  and  I  have  not 
observed  that  the  prices  established  by  other  trusts  have  been  at  all  hurtful  to  the 
public  at  large.  As  individuals,  we  buy  as  much  as  we  are  able;  and  when  we 
find  the  price  of  an  article  is  too  high  we  curtail  our  wants  to  correspond  with 
the  capacity  of  our  nurses. 

Q.  Does  not  that  nurt  us  anyf—A.  It  results  in  no  iuj^y  to  us;  it  averages  up 
so  that,  in  the  long  run,  benefits  accrue  to  individuals.  There  is  no  form  of  trust 
that  makes  money  but  that  also  produces  good  results  to  the  individuals  con- 
nected with  it.  Immediately  the  distribution  of  their  surplus  wealth  brings  good 
results  in  other  places,  which  perhaps  counteracts  the  evils  of  the  trust.  That  is 
my  idea  of  the  question. 

RELATION  OP  COMBINATIONS  TO  THE  DISTRIBUTION  OP  WEALTH. 

Q.  (By  Mr.  Philufs.)  Do  you  believe  that  an  accumulation  of  f  100,000,000 
in  the  hands  of  a  corx)oration  or  an  individual  can  really«  accomplish  in  any 
benevolent  work  or  work  for  the  people  at  large  as  much  good  as  it  would  if  left 
in  its  natural  channels?— A.  I  think  the  chances  are  that  one  hundred  millions 
could  not  be  produced  without  the  busmess  methods  of  the  combination,  or,  if  it 
were,  that  it  would  be  distributed  so  gradually  that  you  would  never  notice  the 
benefit  of  it. 

Q.  But  if  it  were  distributed  so  that  we  could  not  take  note  of  it,  would  not 
that  be  more  beneficial  than  the  devoting  of  large  sums  to  benevolent  work? — ^A. 
I  will  not  dispute  the  position  that  large  fortunes  are  undesirable,  but  I  believe 
they  have  never  been  accumulated  in  a  way  that  is  not  beneficial  to  the  people  at 
large.  I  do  not  believe  there  are  any  disastrous  effects  to  the  public  except  so  far 
as  public  feeling  is  turned  against  the  man  with  a  large  fortune,  resulting  in 
socialiBtic  and  anarchistic  sentiments. 

Q.  Would  not  general  individual  fortunes  be  much  greater  if  it  were  not  for 
the  vast  accumulations  of  recent  years? — A.  I  believe  these  large  accumulations 
have  been  a  great  benefit  to  the  industry  of  the  country,  b^ause  tidey  have 
made  possible  commercial  enterprises  and  produced  results  that  no  single  indi- 
vidual or  small  company  could  ever  hope  to  attain.  For  instance,  the  Standard 
Oil  Trust  has  solved  the  problem  of  pumping  oil  from  Pennsylvania  to  Chicago; 
no  single  individual  could  ever  have  accomplished  that  with  the  small  sums 
ordinarily  invested  in  the  oil  business.  • 

Q.  Could  not  that  have  been  done  by  an  ordinary  corporation  just  as  well  as  by 
the  trust?  Is  not  the  building  of  a  pipe  line  much  less  expensive  than  a  rail- 
road?— ^A.  Of  course,  that  mignt  have  come  about;  but  at  the  same  time  I  have 
noticed,  especially  in  our  own  case,  that  trusts  are  always  employing  men  to 
experiment  in  new  directions,  both  in  working  up  trade  and  in  lessening  the  cost 
of  production.  They  have  developed  trade  in  foreign  countries  where  tnere  was 
none  before;  they  have  taken  up  and  inveutigated  new  patents  and  made  every 
possible  effort  to  increase  the  volume  of  business. 

Q.  (By  Mr.  Jbnks.^  Can  you  point  out  any  specific  improvements  in  the  di&- 
tilling  business  whicn  the  combinations  have  made  and  which  would  not  have 
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been  made  jnst  as  soon  by  private  individuals? — ^A.  There  are  quite  a  nmnber  of 
little  thing^. 

Q.  Mention  some  special  ones. — ^A.  One  concerns  the  amount  of  production. 
They  have  always  employed  a  chemist,  who  has  pointed  out  the  mistakes  of  the 
yeast  makers,  and  thereby  enabled  them  to  secure  a  higher  average  production 
per  bushel  of  com  than  was  secured  by  individuals  before  the  trusts  came 
into  existence. 

Q.  (By  Mr.  Phillips.)  Is  it  not  a  fact,  however,  that  almost  all  the  patents 
controlled  by  trusts  and  monopolies  are  the  work  of  individuals,  and  that  they  do 
not  originate  with  the  monopolies? — A.  I  think  that  is  true. 

Q.  (By  Mr.  Jenks.)  Then,  you  are  inclined  to  think  after  all,  that  if  there  is 
eh£rp  competition  among  individuals  new  patents  will  probably  be  taken  out  that 
"will  ultimately  become  useful? — ^A.  I  think  greater  benefits  are  derived  from 
patents  when  they  go  into  the  hands  of  large  corporations,  because  the  ordinarv 
individual  is  generally  unable  to  demonstrate  to  the  world  that  his  patent  is  worth 
anything.  Put  into  the  hands  of  a  company,  its  utility  is  soon  demonstrated. 
They  push  it  and  advertise  it  and  get  it  to  the  trade,  making  people  believe  it  is 
worth  something,  whether  it  is  or  not. 

Q.  (By  Mr.  Phillips.)  Do  you  believe  that  any  individual,  by  his  own  efforts, 
unaided  by  discriminating  laws,  is  capable  of  earning  a  hundred  million  dollars  in 
10  or  15  years? — ^A.  I  do  not  believe  so.  I  believe  such  large  accumulations  are 
derived,  not  through  the  ordinary  operations  of  business,  but  rather  through  the 
multiplication  of  stock  certificates.  A  fair  dividend  on  the  stock  gives  vsQue  to 
it,  but  as  a  matter  of  fact  a  hundred  million  dollars  has  not  been  produced.  A 
man  may  apparently  be  worth  a  hundred  millions,  while  his  real  property  is  not 
more  than  a  tenth  of  that.  In  fact,  this  was  true  of  the  original  S&ndard  Oil 
Company. 

Q.  But  are  there  not  well-authenticated  instances  of  individuals  dying  in  this 
country  who  were  worth  $100,000,000?  Why  should  one  man  be  able  to  acquire 
so  much  more  than  another,  having  eoufd  intellect  and  advantage? — ^A.  It  is  not 
the  difference  in  ability;  but  I  do  not  oelieve  you  can  get  up  any  form  of  legisla- 
tion that  wiU  stop  such  things  tmder  our  present  conditions. 

LEGISLATION  WILL  NOT  CORRECT  THE  EVII£  OP   TRUSTS. 

Q.  (ByMr.  Jenks.)  You  have  taken  the  position  that  stock-speculation,  stock- 
watering  ,  etc. ,  are,  perhaps,  the  greatest  evils  resulting  from  combinations.  Have 
you  any  remedv  to  suggest? — ^A.  Practically,  I  think  these  evils  correct  themselves 
and  that  legislation  never  eliminates  them.  Whatever  laws  you  may  enact  to 
correct  these  evils  and  to  regulate  trusts,  they  will  find  ways  of  evading  more 
rapidly  than  you  can  follow  up  with  legislation. 

Q.  (By  Mr.  Phillips.)  But  do  not  trusts  levy  tribute  on  the  people?  Do  not 
some  of  the  trusts  exercise  a  more  absolute  power  in  fixing  the  prices  of  com- 
modities than  any  king  or  emperor  could? — ^A.  I  believe  they  do  at  times;  but  the 
minute  they  attempt  to  secure  an  arbitrary  profit,  you  will  find  other  investors 
going  into  tne  business,  and  then  the  evU  is  corrected  more  qtdckly  than  you  could 
le^slate  it  away.  That  is  my  idea  on  the  subject;  you  may  take  it  for  what  yon 
think  it  worth. 

TWENTY-POUR  PER  CENT  DIVIDENDS. 

Q.  (By  Mr.  Jenks.)  Were  there  any  dividends  paid  on  either  the  certificates  of 
the  Distillers'  and  Cattle  Feeders'  Trust  or  on  the  stock  of  the  Distilling  and  Cattle 
Feeding  Company  which  you  say  was  watered  at  the  rate  of  about  4  to  1? — ^A.  We 
received  6  per  cent  dividends  for  about  all  the  time  I  was  interested  in  either  the 
trust  certincates  or  in  the  stock  of  the  Distilling  and  Cattle  Feeding  Company. 
The  dividends  were  issued  on  the  par  value  of  the  stock. 

Q.  As  a  matter  of  fact,  then,  the  actual  profits  were  about  24  per  cent? — A.  Yes, 
on  the  original  cost  of  the  plants. 

Q.  Did  that  continue  until  the  concern  went  into  the  hands  of  a  receiver? — A. 
Until  very  nearly  that  time. 

Q.  (By  Mr  A.  L.  Harris.)  Upon  what  basis  is  stock  usually  watered?  For 
example,  what  was  the  basis  in  your  combination? — A.  Well,  they  issued  four 
shares  of  stock  for  each  share  of  the  original  cost  of  the  property  and  the  cash 
put  in. 

TRUST  PIXED  THE  SELLING  PRICE  POR  DISTRIBUTERS. 

Q.  In  8X)eaking  about  the  rebate  system  a  little  while  ago  you  said  that  the  dis- 
tributer was  required  not  to  buv  of  any  other  distillery.  Was  it  also  made  a  con- 
dition that  he  should  not  sell  below  a  certain  price? — ^A.  Do  you  mean  the 
distributer? 
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Q.  Yes;  I  mean  the  distributer. — ^A.  I  am  not  certain  as  to  that  point.  At  the 
present  time  the  distributer  is  obliged  to  sell  at  a  specific  price.  That  is  the  pres- 
ent situation,  but  not  the  condition  that  existed  years  a^. 

Q  (By  Mr,  Jenks.)  Does  the  present  American  Si)int8  Manufacturing  Com- 

Fany  iix  the  price  for  the  distributer  and  insist  upon  ms  living  up  to  it? — ^A.  Well, 
think  they  fix  the  price,  but  the  distributers  have  an  association  among  them- 
selves, known  as  the  Distributers'  Association,  through  which  they  agree  to  sus- 
tain certain  prices  that  are  regulated  among  themselves,  although  they  may  be 
dictated  by  the  oflBcers  of  the  trust. 

Q.  (By  Mr.  A.  L.  Harris.  )  Do  you  remember  the  facts  relied  upon  in  the  case 
of  Greene  v.  The  United  States,  in  the  habeas  corpus  proceedings,  southern  district 
of  Ohio,  several  years  ago? — ^A.  I  do  not  remember  tnat  at  all.  Was  it  connected 
with  our  company? 

Q.  It  was  connected  with  the  DistiUins  and  Cattle  Feeding  Company,  but  per- 
haps it  was  before  you  were  in  it? — ^A.  I  nave  known  Mr.  Greene  all  my  life,  out 
I  ^  not  remember  that  case. 

Q.  Do  you  remember  that  he  was  indicted  along  with  others  in  Massachu- 
setts?— ^A.  Yes;  I  remember  that. 

Q.  He  was  in  Cincinnati  and  was  arrested  there,  and  when  a  requisition  was 
made  upon  the  Governor  of  Ohio  for  delivering  him  to  the  Massachusetts  officers, 
he  apphed  for  a  writ  of  habeas  corpus.  Was  not  the  fact  stated  in  the  indictment 
that  the  distilling  company  had  reauired  the  distributer  not  to  sell  below  a  cer- 
tain price? — ^A.  Yes;  I  remember  the  case  to  a  certain  extent,  but  m^  remem- 
brance is  not  clear  enough  for  me  to  give  any  definite  idea  on  the  question.  My 
remembrance  is  that  it  was  in  the  nature  of  a  blackmailing  case.  I  can  not  teU 
much  about  it  at  the  present  time;^  we  had  so  many  cases  of  that  kind  that  my 
memory  is  not  definite  in  regard  to  it. 

ORQANIZATION  OP  THE  UNITED  STATES  SPIRITS  COMPANY. 

Q.  (By  Mr.  Jenks.)  What  do  you  know  about  the  United  States  Spirits  Com- 
pany that  was  said  to  have  been  organized  in  Cincinnati  about  the  miadle  of  1898 
to  distribute  the  country's  output  of  alcohol  and  spirits?— A.  I  know  of  that  in  a 
general  way. 

Q.  Can  you  not  give  some  details  with  reference  to  that  business? — ^A.  I  have  a 
mere  idea  in  regard  to  it;  I  had  a  copy  of  their  proceedings,  showing  the  prices  to 
the  wholesale  trade  and  the  prices  to  oe  charged  to  the  retail  trade.  It  came  to  me 
indirectly  through  one  of  the  individual  members.  I  got  it  as  a  matter  of  infor- 
mation BO  that  I  would  know  how  to  arrange  my  own  prices. 

.Q.  Do  you  know  whether  they  have  control,  as  distributers^  of  a  very  large  part 
of  the  country's  product  at  present?— -A.  They  only  control  it  so  far  as  the  trust 

fives  it  to  them.  The  trust  places  all  its  product  in  the  hands  of  distributers, 
ut  there  are  two  distributing  houses  that  belong  to  the  trust,  so  that  it  is  a  dis- 
tributer in  competition  with  tiiese  local  distributers  who  do  not  hold  any  stock  in 
the  trust.  H.  H.  Shufelt  &  Co.'s  plant  belongs  to  the  Standard  Distributing 
Company,  but  the  distributing  house  itself  belongs  to  the  American  Spirito 
Manufacturing  Company.  In  New  York  there  is  a  large  distributing  house 
known  as  the  American  Distributing  Company,  which  is  owned  by  the  Standard 
DistributiuR  and  Distilling  Company.  They  own  2  or  8  more  distributing  houses 
in  New  York,  one  of  which,  I  beheve,  is  known  as  the  National.  They  also  have  a 
distributing  house  in  Cincinnati  known  as  the  Mill  Creek  Distilling  Company. 
All  of  these  are  owned  by  the  trust,  which  goes  into  competition  with  regular 
distributers;  but,  at  the  same  time,  they  all  oelong  to  the  association  of  which 
you  were  speaking — tie  United  States  Spirits  Company. 

COMBINATION  OF  BYE  AND  KENTUCKY  WHISKY  DISTILLBBS. 

Q.  Do  you  know  anything  of  the  combination  among  the  distillers  ot  rye 
whisky  and  Kentucky  wnisky  for  the  purpose  of  controlling  all  of  their  product? — 
A.  I  have  been  informed  by  many  Kentucky  distillers  that  they  had  been  given 
options  on  their  plants  by  the  Kentucky  Distillers  and  Warehouse  Association. 
I  know  of  one  or  two  transactions  being  completed  and  the  money  paid,  and  I 
have  read  that  quite  a  number  of  others  were  consummated  also. 

Q.  Being  in  the  rye-whisky  business  yourself,  have  you  received  any  such 
proposition?— A.  In  no  way  whatever.  I  have  had  some  conversation  with  the 
attorneys  who  were  connected  with  the  promotion  of  this  combination,  but  have 
received  no  offers,  nor  any  indication  that  there  would  be  any  offers. 
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THE  CONTROL.  OF  PRICES. 

Q.  (By  Mr.  A.  L.  Harris.)  If  a  trust  is  able  to  control  80  x>er  cent  of  the  con- 
snmptiTe  demand  for  any  article  or  necessary  of  life,  is  it  in  a  position  to  control 
prices? — ^A.  A  tmst  can  control  prices  on  an  80  per  cent  basis,  provided  they 
allow  their  competitors  to  get  what  trade  they  want  and  simply  take  what  is  left. 
In  our  line  of  business  the  competitors  always  seem  to  have  the  first  choice,  our 
product  being  a  staple  article.  Of  course,  in  staple  articles  a  man  can  compete 
more  easily  with  a  trust  than  in  articles  which,  you  might  say,  are  specialties. 
Any  man  who  makes  alcohol  can  sell  it.  But  when  he  comes  to  offer  rye  whisky, 
his  special  brand  may  have  a  particular  quality  that  makes  a  difference  in  the 
trade,  and  for  that  reason  the  trust  mignt  own  80  per  cent  of  the  rye-whisky 
plants  and  might,  having  the  best  brands,  control  99  per  cent  of  the  trade. 

QT7BSTION  OF  WAGES  RESUMED. 

Q.  (By  Mr.  Kennedy.)  Do  the  wage-earners  in  your  business  have  steady 
employment  the  year  round? — ^A.  For  the  last  20  years  there  has  been  pretty 
steady  employment;  it  is  venr  seldom  that  the  distillers  close  down,  and  when 
they  do  the  men  are  employed  in  making  repairs. 

Q.  Are  there  ever  very  many  who  follow  the  business  out  of  employment? — ^A. 
Very  seldom;  there  have  been  a  few  men  who  have  lost  their  places  through  radi- 
cal changes  who  have  been  unable  to  get  back,  and  who  have  had  to  seek  other 
kinds  of  employment. 

Q.  Are  they  organized  in  any  instance? — ^A.  Only  the  engineers;  there  is  no 
other  organization  of  whioh  T  Imow.    tu^  ^y/t^^^p  "^'^^fl?  * 

Q.  Have  you  stated  the  proportion  of  the  distilleries  of  the  United  States  that 
are  now  in  the  combinations,  and  the  proportion  that  are  outside? — ^A.  In  the 
manufacture  of  alcohol  and  spirits,  about  75  per  cent  of  the  production  is  by  the 
combinations  and  about  25  per  cent  by  the  outside  distillers.  This  is  not  the  pro- 
portion as  to  capacity,  but  the  proportion  of  the  amount  that  is  being  produced 
at  the  present  tune.  For  instance,  there  are  about  80,000  bushels  being  manu- 
factured into  spirits  and  alcohol  by  the  trust,  and  about  10,000  bushels  by  those 
outside  of  the  trust. 

present  indtjstrial  conditions  likely  to  continue. 

Q.  Do  you  believe  that  the  evolution  now  going  on  in  the  industrial  world  will, 
if  unchecked,  eventually  result  in  placing  the  industries  of  this  country  in  the 
control  of  a  few  thousand  men? — ^A.  I  do  not  think  so.  I  believe  that  the  present 
conditions  in  trade  will  continue.  New  men  will  be  coming  into  the  different 
lines  at  all  times  in  such  a  way  as  to  produce  new  competition  and  create  practi- 
cally the  same  state  of  affairs  that  we  have  now. 

Q.  (By  Mr.  Phillips.)  On  a  larger  scale,  do  you  think? — A.  I  do  not  think  we 
shall  have  combinations  on  a  larger  scale;  but  there  will  be  competition  on  a 
la^er  scale. 

Q.  ^By  Mr.  Kennedy.)  Is  it  not  generally  feared  at  the  present  time  that  all 
manuiacturing  industries  will  fall  under  the  control  of  a  few  large  combina- 
tions?— A.  I  am  one  of  those  who  believe  that  there  will  be  more  diversification 
in  the  future  than  now;  that  the  small  trader  will  come  in  and  buy  a  factory 
because  of  sx)ecial  aptitude  in  his  line  of  business.  Still  I  think  a  multiplication 
of  large  combinations  will  continue  for  the  next  10  years,  but  even  while  that 
continues  small  traders  will  be  coming  in  and  conducting  their  business,  and  the 
combinations  can  not  fight  the  small  trader  as  they  do  comi)anies  more  nearly 
their  equals. 

Q.  (By  Representative  Otjen.)  Can  they  not  do  the  way  they  did  with  the 
Cauf omia  people — Slower  the  price  and  crush  them  out? — A.  That  results  more 
from  a  scare  than  anything  actually  accomplished.  In  a  staple  article  a  man 
does  not  need  to  sell  to  the  same  customer  every  day.  For  instance,  in  former 
times,  before  I  entered  into  the  trust,  I  used  to  have  8  or  10  customers  that  took 
all  the  spirits  and  alcohol  I  produced;  but  during  the  last  2  years,  by  changing 
the  policy  of  my  business,  as  it  were,  I  have  sold  to  at  least  150  different  com- 
panies and  people,  changing  my  trade  very  rapidly,  and  getting  fully  as  good 
prices  as  if  1  had  continued  trading  with  2  or  3  men. 

Q.  (By  Mr.  Jenks.)  Do  you  mean  that  you  have  been  driven  out  of  special 
markets  and  have  gone  into  others? — ^A.  Tliat  is  it  exactly,  and  to  other  individ- 
uals, changing  my  trade  quite  rapidly. 
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EFFECT  OF  TRUSTS  UPON  SMALL  TOWNS  AND  CITISS. 

Q.  (By  Mr.  Philufs.)  What  will  be  the  effect  of  combmations  of  capital  and 
concentratioii  of  industry  upon  the  smaller  cities  and  towns  when  the  large  cities 
become  the  centers  of  organization? — ^A.  I  think  that  depends  more  npon  the  ques- 
tion of  transportation  and  freight  rates  than  anything  else. 

Q.  What  effect  will  it  have  on  the  financial  conditions  of  the  smaller  places  if 
they  do  their  banking  business  in  New  York,  Chicago,  Philadelphia,  etc.? — ^A.  I 
never  could  see  that  that  was  detrimental  to  smaller  places.  I  live  in  a  moderate- 
sized  city.  After  I  had  established  a  credit  in  Chicago,  I  could  go  up  there  in 
times  of  disaster  and  brin^  money  down  to  Peoria;  and  it  seems  to  me  to  be  bene- 
ficial, rather  than  otherwise,  because  the  large  Chicago  bankers,  when  they  have 
confidence  in  a  man,  extend  him  more  credit  than  my  bankers  would  dare. 

Q.  Do  you  have  an^  idea  that,  in  the  course  of  a  few  years,  when  industries  are 
more  generally  combined,  with  central  offices  in  Chicago  or  New  York,  money 
will  be  taken  there  very  largely  and  the  bank  accounts  in  smaller  places  dimin- 
ished?— ^A.  They  do  that  now.  Our  company,  as  it  was  originally  organized, 
always  kept  a  New  York  account.  At  first  they  kept  a  large  Peoria  account, 
which  seemed  to  be  beneficial;  but  I  doubt  very  much  whether  in  the  long  run 
such  changes  in  baiiking  methods  as  you  suggest  will  be  detrimental  to  the  smaller 
cities.  The  small  city  only  needs  enough  capital  to  do  its  business  with.  Any- 
thing beyond  that  is  unnecessary. 

THE  GENERAL  EFFECTS  OF  TRUSTS. 

Q.  Upon  the  whole,  do  yon  think  trusts  detrimental  or  beneficial?— A.  I  think 
they  are  beneficial  so  far  as  they  insure  profitable  returns,  but  they  destroy  the 
individuality  of  the  original  proprietors. 

Q.  And  of  many  of  the  employees? — ^A.  I  do  not  know  that  it  affects  their  indi- 
viduality so  much,  but  it  does  that  of  the  proprietors.  They  disapjiear  from  view 
so  far  as  their  influence  in  the  business  is  concerned. 

<^.  When  a  number  of  plants  are  put  under  one  management  it  necessarily 
reheves  foremen,  superintendents,  and  traveling  salesmen  of  a  great  deal  of  work, 
does  it  not? — ^A.  It  relieves  some  traveling  salesmen,  but  not  many  foremen.  I 
think  a  great  majority  of  them  are  kept  in  employment. 

Q.  But  are  not  a  great  many  plants  closed  down? — A.  That,  of  course,  is  to  be 
expected,  but  it  also  increases  other  expenses;  more  men  are  employed  in  the 
omces  to  keep  the  records  and  look  after  the  machinery  of  the  large  corporation. 
It  always  seems  to  me  that  it  takes  more  high-salaried  men,  proportionately,  to 
control  a  large  corporation  than  a  small  one.  I  am  speaking  with  reference  to 
our  line  especially. 

Q.  (By  Mr.  Kennedy.  )  Do  you  think  that  trustsihave  their  most  baneful  effects 
upon  the  proprietors  of  the  concerns  that  originally  go  into  them? — ^A.  So  far  as 
their  individuality  and  personality  is  concerned  they  cease  to  be  a  factor  in  the 
business  in  which  they  were  formerly  a  power.  They  lose  their  prestige  in  the 
business  world. 

Q.  (By  Mr.  Phillips.)  Do  they  not  spend  most  of  their  time  cutting  off  cou- 
pons?— ^A.  I  can  not  say  that.  My  observation  has  been  that  the  majority  of  them 
invest  in  stocks,  the  value  of  which  disappears. 

Q.  Perhaps  they  prefer  to  spend  it  in  roreign  countries? — A.  In  some  lines  of 
industry  that  is  true.  It  has  also  been  true  of  a  great  many  of  the  original  pro- 
prietors in  the  distilling  business.  A  great  many  are  growing  old  ana  wish  to 
get  out  of  the  business.  The  most  baneful  influence  that  I  have  seen  is  upon  the 
young  men  who  would  naturally  succeed  their  fathers.    They  seem  to  h&ve  no 

?lace  in  the  world.  They  wish  to  do  something,  but  fear  to  fight  the  trusts, 
hey  do  not  wish  to  risk  the  little  money  they  have.  Eventually,  I  think,  they 
will  find  a  place — possibly  in  some  other  line.  The  risk  for  their  little  money 
seems  great. 

Q.  (By  Mr.  C.  J.  Harris.)  Can*t  they  invest  in  trust  stocks?— A.  They  have 
not  tne  same  faith  in  trust  stocks  that  some  others  have;  they  know  how  much 
water  they  contain. 

Q.  (By  Mr.  Jenks.)  After  the  formation  of  the  Distillers  and  Cattle  Feeders' 
Trust  were  not  many  of  the  distilleries  that  went  in  abandoned? — A.  A  great 
many  were. 

There  were  81  that  went  into  the  trust? — ^A.  Yes. 

How  many  of  the  81  were  abandoned?— A.  I  should  judge  over  60  of  them. 
Then  did  not  many  employees  of  these  60  distilleries  have  to  look  for 
other  kinds  of  work? — A.  Yes;  but  a  great  many  of  the  60  had  not  been  oper- 
ated for  some  years  before,  because  under  our  system  of  pools  we  paid  so  much 
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into  the  treasnry  for  the  purpose  of  giving  them  time  to  cease  operations.  They 
had  been  kept  qniet  in  that  way,  and  a  majority  were  dead  before  we  organized 
the  tmst. 

Q.  Bat  if  they  had  been  owned  and  controlled  by  individnal  distillers  would 
they  not  have  been  mnning  more  or  less  all  the  time? — ^A.  No;  on  the  contrary,  I 
think  the  majority  of  the  60  would  have  been  wiped  out  of  existence  by  competi- 
tion, and  would  have  rotted  down  and  been  sold  for  old  junk  and  metal;  they 
would  have  disappeared  from  view. 

REASONS  WHY   THE  ST7PPLY  OF  DISTILLERIES  HAS  EXCEEDED  THE  DEMAND. 

Q.  (By  Mr.  A.  L.  Harris.)  What  caused  the  supply  of  distilleries  to  exceed  the 
demand? — ^A.  At  different  times  the  business  has  oeen  very  profitable,  and  that 
has  always  caused  an  increased  number  of  distilleries  to  be  built.  The  large 
exports  to  Europe  from  1874  to  1879  was  one  thing  in  particular  that  caused  an 
overproduction  of  distilling  plants.  We  could  not  make  alcohol  fast  enough  to 
supply  the  wants  of  Europe.  That  condition  was  caused  by  the  failure  of  the 
I)otato  crop  in  Qermany,  out  of  which  they  make  their  alcohol.  We  also  sold 
more  or  less  in  France,  Italy,  and  Africa.  It  would  go  out  in  20,000  barrel  lots; 
that  was  reaUy  the  cause  of  the  organization  of  our  first  pools;  when  our  trade 
suddenly  stopped  we  had  a  great  overproduction  in  distilleries;  you  can  see  at 
a  glance  why  we  could  not  make  any  money  if  all  attempted  to  run,  and  conse- 
quently we  adopted  the  pooling  metnod. 

SHOULD  TRUSTS  BE  PLACED  UNDER  GOVERNMENT  SUPERVISION? 

Q.  (By  Mr.  Phillips.)  If  there  is  anything  that  has  not  been  covered,  anything 
that  you  desire  to  state  to  the  commission  now  in  your  own  wav,  we  would  be 
pleased  to  hear  it. — ^A.  I  do  not  believe  that  I  have  any  particular  ideas  on  the 
subject  other  than  I  have  expressed.  I  volunteered  something  half  an  hour  ago 
that  about  covered  my  views.  I  might  say  again  that  I  do  not  oelieve  the  evils  of 
combination  can  be  cured  by  legislation. 

Q.  Have  you  any  remedial  lesislation  to  propose  in  that  regard? — ^A.  No,  none 
whatever;  but  I  believe  it  would  be  a  good  thing  to  take  some  action  to  prevent 
the  watering  of  stock. 

Q.  Do  vou  believe  trusts  should  be  put  under  Government  supervision,  similar 
to  that  of  the  national  banks,  and  compelled  to  make  a  fuU  public  statement  of 
what  they  are  doing? — A.  As  a  private  individual,  operating  a  factory,  I  should 
not  like  tK>  have  my  ousiness  subjected  to  public  criticism. 

Q.  Do  you  think  it  would  be  beneficial  to  the  public  to  have  some  kind  of  an 
official  examination? — ^A.  I  think  that  statements  are  frequently  made  for  l^e 
purpose  of  influencing  public  opinion  and  manipulating  the  stock  market.  Such 
statements  should  be  more  carefully  reviewed  and  the  public  given  more 
accurate  information.  That  would  have  a  beneficial  effect  in  regard  to  stock 
speculation. 

(^.  (By  Mr.  Jbnks.)  I  understood  you  to  say  that  you  thought  it  had  been 
decidedly  beneficial  to  the  distilling  business  to  have  the  rigid  Government  super- 
vision of  distilleries  that  there  is  now,  because  it  induced  the  officers  of  the  dis- 
tilleries to  be  more  careful  in  their  bookkeeping  and  methods  of  doing  business, 
etc.  Do  you  think  such  supervision  might  oe  beneficial  in  other  lines  of  indus- 
try?— ^A.  I  think  all  large  combinations  accomplish  the  same  result  in  their 
statistical  departments  that  is  accomplished  by  the  Gk)vemment  in  the  records  of 
the  distilleries;  and  therefore  you  would  not  be  accomplishing  anything,  except 
that  the  records  kept  would  be  made  public. 

Q.  Are  such  statistics  as  reliable  and  useful  as  GK)vemment  statistics? — ^A. 
Statistics  furnished  by  large  corporations  generally  show  the  favorable  side  of 
things.  Things  are  generally  made  to  look  well  on  paper  for  the  influence  that  it 
will  have  on  the  stock  market.  This  is  especially  true  in  our  business.  The 
statements  are  ^ways  rose-colored,  and  the  disastrous  features  are  never  made 
known  to  the  public. 

Q.  (By  Mr.  Fhillips.)  Would  they  be  stated  if  there  were  a  law  requiring 
it? — ^A.  I  am  unable  to  say  whether  or  not  such  a  law  would  be  beneficial;  it 
might  if  it  were  not  too  inquisitorial.  That  is  what  the  large  corporations  dis- 
like; they  object  to  having  their  private  affairs  inquired  into. 

Q.  If  it  were  a  condition  of  their  charter,  it  would  be  proper  and  right,  would  it 
not?  If  they  receive  their  charter  from  the  State,  should  tney  not  be  amenable  to 
the  State? — A.  Of  course  the  law  is  that  anything  the  State  grants  it  can  control 
or  take  away.  Therefore,  if  such  conditions  were  made  when  the  charter  was 
granted  it  might  be  beneficial. 
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AFFIDAVIT. 

State  of  Illinois,  County  of  Peoria,  ss: 

I  swear  that  the  statements  made  by  me  of  mj  own  knowledge  in  the  foregoing 
report  of  my  testimony  before  the  Indnstrial  Commission  are  true,  and  that  au 
other  statements  I  believe  to  be  tme. 

Charles  C.  Clarke. 

Sworn  and  subscribed  to  before  me  this  9th  day  of  August,  1899. 

William  S.  Parry, 
[seal.]  Notary  Public. 


Washington,  D.  C,  May  15, 1899. 

* 

TESTIMOHT  OF  OEH.  J0H9  MolTOLTA, 

Receiver  of  the  Distilling  and  Cattle  Feeding  Company, 

The  commission  met  at  11  a.  m.,  Monday,  May  i5, 1899,  Vice-chairman  Phil- 
lips presiding.  Gten.  John  McNulta,  receiver  of  the  Distilling  and  Cattle  Feeding 
Company,  testified. 

Q.  (By  Mr.  Jenks.)  Will  you  be  kind  enough  to  state  j^our  full  name  and 
address? — A.  John  McNulta,  Chicago;  office  in  tne  First  National  Bank  building 

receivership  of  the  DISTILLINa  AND  CATTLE  FEEDING  COMPANY. 

Q.  Will  you  explain  to  us  briefly  what  your  connection  with  the  Distilling  and 
Cattle  Feeding  Company  has  been,  and  how  you  came  to  be  put  in  charge  there? — 
A.  I  was  appointed  receiver  of  the  Distilling  and  Cattle  Feeding  Company  on  the 
4th  of  February,  1895,  by  the  United  States  circuit  court  for  the  northern  district 
of  Illinois,  northern  division,  in  what  is  known  as  the  Olmstead  case,  Olmstead 
et  al.  v.  The  Distilling  and  Cattle  Feeding  Company.  I  was  appointed  in  the  first 
instance  as  the  special  renresentative  of  tne  court.  On  the  28th  of  January  Mr. 
Joseph  B.  Greennut  and  Mr.  E.  F.  Lawrence  were  appointed  receivers,  the  former 
having  been  president  of  the  company.  A  stockholders'  committee  intervened 
and  applied  for  the  removal  of  Mr.  Greenhut  upon  the  ground  that  he  had  been 
engaged  in  stock  speculations,  was  short  on  whisky  stock,  and  that  his  interests 
were  adverse  to  the  trust.  He  was  removed.  Mr.  Lawrence,  a  director  of  the 
First  National  Bank  of  Chicago,  was  retained  as  the  representative  of  the  inter- 
est by  which  he  was  nominated.  Mr.  John  J.  Mitchell,  {{resident  of  the  Dlinois 
Trust  and  Savings  Bank,  on  the  nomination  of  another  interest,  was  appointed 
receiver.  I  was  appointed  on  the  nomination  of  the  court  as  the  special  repre- 
sentative of  the  court.  The  triple  receivership  continued  from  the  4th  of  Feb- 
ruary until  the  28d  of  March,  when  Mr.  Mitchell  and  Mr.  Lawrence  resigned.  I 
was  continued  as  sole  receiver  and  am  still  acting  in  that  capacity,  the  active 
business  of  the  trust  being,  however,  substantially  closed.  There  are  a  few  small 
properties  or  interests  undisposed  of  and  some  claims  unsettled.  The  active  work, 
or  the  most  active  work,  of  the  tmst  ran  through  a  period  of  about  3  years  and  6 
or  7  months. 

Q.  Will  you  kindly  tell  us  what  your  regular  occupation  was  before? — ^A.  I  am 
a  lawyer  and  have  practiced  my  profession  for  30  years  or  more. 

HISTORY  OF  THE  ORGANIZATION. 

Q.  Can  you  give  us  some  detailed  information  with  reference  to  the  Distilling 
and  Cattle  Feeding  Company;  for  example,  its  name,  its  date  of  organization, 
place  of  incorporation,  place  of  business,  etc.? — A.  I  have  made  statements,  or 
had  statements  made  from  the  books,  which  I  have  numbered  and  ca^ed  exhibits, 
that  I  deem  more  reliable  than  my  memory,  and  I  brought  them  here.  I  wish  to 
apologize  to  the  commission  for  not  coming  as  fully  prex>ared  on  this  matter  as  I 
ought.  The  active  work  of  this  trust  has  been  off  my  hands  for  some  time,  and 
I  have  other  very  pressing  work  which  keeps  me  very  close.  My  hours  are  long 
and  I  have  not  been  able  to  give  the  personal  attention  to  it  that' I  should  like  to 
have  done.  But  I  have  had  my  secretary,  who  went  through  this  work  with  me 
and  is  an  expert  and  who  has  full  knowledge  of  the  books  and  accounts,  aid  me 
in  the  preparation  of  these  papers.  I  oiler  you  here  Exhibit  1,  which  g^ves  a  list 
of  the  distilleries,  capital  stock,  and  other  matters  pertaining  to  the  Distillers 
and  Cattle  Feeders'  trust,  covering  substantially  the  ground  covered  by  your 
question. 
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This  exhibit  contains  the  names  of  all  the  different  hoiisee  in  the  company,  65 
of  them  the  location  of  each,  the  name  of  the  secretary  of  each,  the  capital 
stock  and  nnmber  of  shares  of  each,  the  number  of  shares  held  by  the  trustees 
and  by  the  other  officers,  the  nature  of  the  transfers,  and  some  remarks  with 
reference  to  a  few  of  the  facts  |)resented  there. 

Q.  Has  the  general  statement  in  this  exhibit  ever  been  printed? — ^A.  I  think  not. 
The  date  of  the  organization  of  the  Distilling  and  Cattle  Feeding  Company  was 
February  11,  1890.  The  transfer  of  the  properties  was  made,  on  the  books  of 
the  Distilling  and  Cattle  Feeding  Company,  on  April  1, 1890. 

Q.  What  was  the  nature  of  the  product  manufactured  by  this  organization? — 
A.  The  product  was  spirits  and  alcohol,  with  small  quantities  of  gin  and  whis^ 
and  blended  goods  generally ,  such  as  are  put  up  by  the  distributing  house  of  H.  M. 
Shufeldt  &  Co.  of  Chicago.    The  refuse  was  used  for  cattle-feeding  purposes. 

S.  These  minor  products,  then,  were  practically  all  manufactured  at  the  Shu- 
t  distillery?— A.  Practically  all  of  tnem.    Now  and  then,  at  the  close  of  the 
distilling  season,  they  ran  off  some  whisky. 

THE  STOCKS  OP  THE  COMPANY. 

O.  Can  you  give  us  the  details  with  reference  to  the  amount  of  stock  authorized 
and  the  amount  issued,  common  and  preferred? — ^A.  Common  stock  to  the  amount 
of  $85,000,000  was  authorized,  and  the  full  amount  was  eventually  issued.  There 
was  no  preferred  stock  authorized  or  issued;  and  there  being  no  preferred  stock, 
there  were  no  dividends  or  profits  of  any  kind  on  the  same.  The  treasury  stock 
was  eventually  all  issued.  There  was  nothing  in  the  by-laws  covering  the  issue 
or  use  of  treasury  stock.  The  total  amount  of  bonds  authorized  was  $8,000,000. 
One  million  was  issued,  and  I  believe  that,  at  a  later  day,  the  authority  to  issue 
the  balance  was  revoked;  $2,500,000  of  them,  however,  were  put  up  as  collateral 
for  the  repayment  of  money  held  on  rebates.  There  were  no  bonds  paid  off.  The 
total  amount  of  bonds  outstanding  at  the  date  of  the  receivership  was  $1,000,000, 
with  $2,500,000  held  by  the  trustees  as  collateral  for  rebates.  The  bonds  were 
issued  in  the  spring  or  summer  of  1893.  My  recollection  is  that  they  were  20-year 
bonds.  The  rate  of  interest  was  6  per  cent.  Four  hundred  thousand  dollars  of 
these  tx>nds  were  issued  to  take  up  $200,000  of  indebtedness,  as  I  recollect  it;  i.  e., 
$400,000  of  the  bonds  were  issued  for  $200,000  in  cash,  through  brokers.  Two  hun- 
dred thousand  dollars  in  bonds  were  issued  for  $100,000  in  cash  to  certain  officers 
of  the  company.  There  were  none  of  these  bonds  issued  in  exchange  for  property. 
Perhaps  my  statements  in  regard  to  Exhibit  1  have  been  misleading  to  you. 

THE  DISTILLERS  AND  CATTLE  PEBDERS'  TRUST. 

Exhibit  1  gives  a  list  of  65  distilleries,  which  I  believe  went  in,  or  were  the  first 
65  houses  that  went  in,  to  form  the  Distillers  and  Cattle  Feeders'  Trust,  and  not 
the  Distilling  and  Cattle  Feeding  Company.  The  Distilling  and  Cattle  Feeding 
Company  having  bought  outright  the  properties  and  interests  of  the  Distillers 
and  Cattle  Feeders'  Trust,  and  all  records  of  the  Distillers  and  Cattle  Feeders* 
Trust  having  been  destroyed,  it  is  impossible  to  give  any  better  information  than 
that  contained  in  Exhibit  1. 

Q.  Was  anything  at  all  brought  out  in  court  or  elsewhere  as  to  why  the  books 
of  the  Distillers  and  Cattle  Feeders'  Trust  were  destroyed;  who  destroyed  them, 
etc.? — ^A.  I  made  diligent  inquiry  upon  that  subject  and  demanded  tne  papers 
from  the  officers  of  the  old  company,  but  with  no  satisfactory  results.  The  gen- 
eral resxwnse  was  that  they  were  lost,  destroyed,  not  in  existence,  etc.  I  never 
succeeded  in  getting  them.  When  I  took  possession  of  the  office  at  Peoria,  with 
all  the  papers  of  the  Distilling  and  Cattle  Feeding  Company,  the  trust  papers 
were  not  there,  and  could  not  be  found.  So  far  as  I  am  aware  they  never  have 
been  found,  and  I  am  satisfied  thev  are  destroyed. 

Q.  Did  you  find  the  papers  of  the  Distilling  and  Cattle  Feeding  Compamr 
apparently  intact ?-'A.  Yes;  apparently  intact,  but  they  had  been  separated. 
Tnere  was  some  little  controversy  between  the  receiver  and  the  officers  of  the 
comx)any  as  to  which  were  the  papers  of  the  company  and  which  were  the  private 
papers  of  the  individuals.  It  ended  in  a  dispute  about  2  safes  which  were  in  the 
office  and  which  were  locked.  It  was  insisted  by  certain  of  the  officers  of 
the  company  that  they  contained  only  private  papers.  But  the  safes  were 
the  prox)erty  of  the  company,  and  I  proposed  to  investigate.  We  got  into 
something  of  a  rumpus.  They  refused  to  open  them;  and  I  was  compelled  to  get 
some  locksmiths,  wno  cut  one  safe  open,  and  prepared  to  blow  the  other  one  open 
with  dynamite,  but  before  it  was  found  necessary  to  do  that  an  expert  from. 
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Chicago  sncceeded  in  opening  it.    In  that  safe  we  found  a  number  of  papers 
which  we  decided  belonged  to  the  Distilling  and  Cattle  Feeding  Company,  and 

kept  them  and  used  them, 

Q,  Were  the  others  turned  OTer  to  the  individnal  officers  to  whom  they 
belonged? — A.  Their  private  papers  were  separated  and  turned  over  to  them. 
There  were  B  eipert  accotintaiite  appointed — that  is,  during  the  triple  receiver- 
ship, 1  nominated  by  each  of  the  receivers  appointed  b^  the  court  to  operate 
under  the  direction  of  the  receivers.  Thev  operated  durmg  the  trinle  receiver- 
ship, and  under  my  direction  during  the  sole  receivership.  Que  of  tnese  experts 
prepared  these  papers  which  I  present  to  you  to-day.  He  has  had  control  of  the 
papers,  but  the  trust  papers  were  not  fonnd,  and  could  not  be  found.  The  stocks 
of  these  various  distuleriee  were  not  listed,  aud  there  ia  no  way  of  arriving  at 
their  market  value  at  the  time  they  entered  int«  the  trast  or  into  the  Distilling 
and  Cattle  Feeding  Company.  Exhibit  3  gives  a  list  of  the  diatilleriea  that  were 
finally  included  in  the  trust,  which  exceeds  the  number  in  the  original  statement 
by  20.  There  is  a  column  giving  the  date  of  entering  the  trust,  by  which  is 
meant  the  date  on  which  the  distillery  was  taken  into  the  trust.  Under  the  head 
of  "Distillery"  is  the  name  of  the  coiporation.  Under  the  head  of  "  Location" 
is  given  the  name  of  the  town  in  which  located.  "  H  "  shows  tliat  the  house  was 
a  running  house.  "Not  B"  means  that  the  honse  was  not  running,  and ''Shares" 
shows  the  nnmber  of  shares  in  the  DistiUere  and  Cattle  Feeders' Trust  that  were 
issued  for  the  property. 
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Q.  Did  jron  find  ont  the  basis  upon  which  the  tmst  certificates  were  issned  to 
the  propnetore  of  the  distilleries?— A.  No;  1  reached  no  reliable  data  on  that 
point  except  what  ie  shown  here  in  the  papers. 

ADDITIONAL  DISTILLBRIKB  PURCB&SED. 

In  addition  to  the  diatilleriea  on  this  list,  which  were,  at  the  time  of  the  forma- 
tion of  the  Distdlling  and  Cattle  Feeding  Company,  a  part  of  the  Distillers  and 
Cattle  Feeders'  Trust,  the  Distilling  and  Cattle  Feeding  Company  purchased  the 
Riverdale  Distillery,  Riverdale,  Cook  Connty,  Hi. ;  the  Calumet  Distillery,  on  the 
Ca\iimet  Eiver,  Cook  Connty,  HI.;  the  H.  H.  Shnfeldt  Distillery,  Chicago,  111.; 
the  Star  and  Crescent  Distilleries. at  Pekin.  ni.;  the  Central  Distilleries, in  St. 
Lotiis,  Ho,,  and  the  Nebraska  City  Distillery,  Nebraska  City,  Nebr,  This  Nebraska 
City  Distillery  was  a  part  of  the  trast,  and  was  sold  by  the  tmst,  or  the  Distilling 
and  Cattle  Feeding  Company,  (or  $10,000,  with  a  guaranty  that  it  would  not  be 
used  for  distilling  pnrpoaes.  Two  or  three  years  later  the  EHstilling  and  Cattle 
Feeding  Company  Doaght  it  from  the  purchaser  for  (410,000. 

3.  Do  yon  mean  that  it  was  sold  in  the  fiist  place  by  the  company  for  $10,000, 
afterwards  repurchased  for  $410,000? 


Q.  (By  Mr.  Jenks.)  Was  there  any  other  reason  why  it  was  sold  at  so  low  a 
rate  and  repurchased  at  a  higher  rate? — A.  Not  that  I  Iniowof,  except  the  matter 
of  control. 

Q.  What  do  yon  mean  by  the  matter  of  control? — A.  The  control  of  the  output. 

Q.  Was  the  sale  made  to  persons  not  connected  with  the  tmst? — A.  It  was  sold 
to  outsiders  who  agreed  to  eliminate  it  from  the  market,  but  they  violated  their 
agreement  and  the  company  bought  it  back  again  to  eliminate  it.  It  was  bought . 
hack  in  connection  witn  3  other  distilleries — the  Central  Distillery,  of  St,  Loois, 
and  the  Star  and  Crescent  Distilleries,  of  Pekin,  111.  Inconnection  with  this  trans- 
action there  was  a  debt,  or  difference,  as  claimed  by  me  in  my  effort  to  collect 
^m  the  business  of  the  company,  of  about  $200,000,  That  is,  one  individual  who 
was  an  officer  of  the  company  went  to  the  individual  owners  of  these  distilleries 
and  made  a  purchase,  or  contract  of  purchase,  and  then  sold  the  distilleries  to  the 
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Distillixig  and  Cattle  Feeding  Company.  The  difference  between  what  he  bought 
them  for  from  the  owners  and  what  he  sold  them  for  to  the  Distilling  and  Cattle 
Feeding  Comx>any  was  about  $290,000. 

Q.  Was  this  individual  an  officer  of  the  company?— A.  He  was  an  officer  at  one 
time.  That,  among  other  things,  constituted  tne  basis  of  a  bill  filed  by  me  against 
a  number  of  individuals,  including  the  officers  of  the  company,  to  recover  |8S),000. 
The  other  causes  grew  out  of  the  use  of  the  funds  of  the  company  in  stock  specu- 
lations in  New  York. 

USB  OF  THB  FUNDS  OF  THB  COMPANY  IN  STOCK  SPECULATIONS. 

Q.  (By  Mr.  Jenks.)  Can  you  give  some  of  the  details  with  reference  to  the  use 
of  the  funds  of  the  comx)anv  by  tne  officers  in  stock  speculations? — A.  In  order  to 
go  into  the  details  accurately  it  would  be  necessary  to  have  the  books  and  figures 
before  me.  In  a  general  way,  I  set  up  in  the  bill  that  they  had  used  the  funds  of 
the  company  in  buying  and  selling  stock  and  had  lost  a  very  large  amount  of  the 
company's  money.    I  do  not  remember  the  exact  amount. 

S.  That  is,  they  had  used  the  funds  of  the  comx>any  to  buy  stocks  for  themselves 
to  protect  margins  for  themselves?— A.  Nominally,  I  think,  for  the  company. 

Q.  Nominally  for  the  company?— A.  Yes.  But  the  theory  proceeded  upon  was 
that  they  were  buying  stocks  for  the  company  and  selling  stocks  as  individuals. 
As  individuals  they  were  getting  a  good  market;  as  officers,  a  very  bad  one.  We 
have  never  come  to  a  final  hearing  on  that  bill,  therefore  I  can  not  tell  what 
would  have  been  the  judicial  results;  but  the  difference  from  the  standpoint  that 
I  made  was  about  $800,000  to  the  trust. 

It  is  impossible  to  give  the  cost  of  building  and  equipping  the  plants.  The  only 
houses  that  were  purchased  for  money  were  the  Riverdale,  for  which  about  $300,000 
was  paid;  the  Calumet,  for  which  about  $500,000  was  paid;  the  H.  H.  Shufeldt, 
for  which  about  $1,600,000  was  paid;  the  Star  and  Crescent,  for  which  about 
$700,000  was  paid;  the  Central  Distillery,  of  St.  Louis,  for  which  about  $850,000 
was  paid,  and  the  Nebraska  City  Distillery,  for  which  about  $425,000  was  paid. 
I  notice  a  difference  between  this  statement  of  the  amount  paid  for  the  Nebraska 
City  Distillery  and  the  one  I  have  already  made.  The  difference,  I  take  it,  is  in 
the  cost. 

Q.  These  are  the  ones  paid  for  in  cash? — ^A.  Yes;  in  cash. 

PLAN  OF  organization  OF  THE  DISTILLERS  AND  CATTLE  FEEDERS'  TRUST. 

Q.  Is  that  all  on  that  point? — A.  Yes.  In  Exhibit  3,  which  I  present  here,  I 
^ve  the  plan  of  organization  of  the  Distillers  and  Cattle  Feeders'  Trust,  which 
IS  as  full  an  account  of  this  organization  as  we  were  able  to  dig  out  in  Peoria  in 
1895,  at  the  time  of  the  exammation  of  the  accounts  of  the  Distilling  and  Cattle 
Feeding  Company: 

Exhibit  3. — DisttUera  and  Cattle  Feeders^  Trust  agreement^  dated  May  10, 1887. 

1 .  The  trust  herein  created  is  to  be  vested  in  nine  trustees. 

2.  W.  M.  Hobart,  Q^o.  K.  Duckworth,  L.  H.  Green,  P.  J.  Hennesy,  Alfred  Bevis, 
Joseph  B.  Greenhut,W.  H.  Coming,  Adolph  Woolner,  and  J.  H.  Francis  were 
appointed  trustees,  to  hold  their  office  until  May  1, 1888,  or  until  their  succes- 
sors are  elected. 

3.  The  trustees  shall  prepare  certificates  showing  the  interests  of  each  bene- 
ficiary in  said  trust,  said  certificates  to  be  divided  into  shares  of  the  x>ar  value  of 
$100  each. 

4.  Ko  certificates  shall  be  issued  except  for  stock  as  hereinafter  provided,  and 
the  par  value  of  the  certificates  issued  shall  represent,  as  nearly  as  possible,  the 
actual  cash  value  of  the  stock  held  by  the  trustees  in  trust. 

5.  Each  subscriber  to  the  trust  agrees  to  assign  absolutely  to  the  trustees  the 
number  of  shares  of  capital  stock  of  the  particular  cor];)oration  or  corporations 
indicated  in  uidcle  6  of  this  agreement;  in  consideration  of  which  saia  trustees 
do  hereby  agree  to  execute  and  deliver  to  each  subscriber  trust  certificates  as 
above  si>ecified  for  the  number  of  shares,  which  certificates,  at  the  par  value 
thereof,  shall  represent  the  cash  value  of  the  stock  so  delivered.  The  value  of 
the  capital  of  any  corporation,  whose  stock  shall  be  assigned  to  said  trustees, 
shall  De  first  agreed  upon  between  said  trustees  and  the  stockholders  willing  to 
transfer  the  same,  ana  after  it  is  agreed  upon  there  shall  be  no  discrimination 
in  the  purchase  price  as  between  other  stockholders  of  same  cor];)oration  trans- 
ferring at  same  time. 
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6.  This  agreement  shall  take  effect  as  soon  as  those  holding  a  majority  of  stock 
in  the  following  corporations,  formed  or  to  be  formed,  to  wit,  The  Storrs  Dis- 
tilling Company,  by  the  Mill  Creek  Distilling  Company;  the  Maddnz-Hobart 
Company,  by  Maddnx,  Hobart  &  Co.;  the  White  Mills  Distilling  Company,  by 
Geo.  K.  Dacrworth;  the  Qreat  Western  Distilling  Company,  Monarch  Distilling 
Company,  Woolner  Bros.  Distilling  Company,  Peoria  Distilling  Company,  Bir- 
mingham Distilling  Company,  b^  the  Chicago  Distilling  Comi>any;  Misisonri 
Distilling  Company,  by  Mound  City  Distilling  Comx>any,  have  transferred  the 
same  to  said  tmstees. 

Thereafter  said  tmstees  and  their  successors  shall  have  power  to  purchase 
other  stocks  of  said  companies,  or  of  companies  orp^anized  for  conducting  same 
business,  or  any  of  the  business  hereinbefore  specified,  and  may  issue  therefor 
certificates  of  trust  equal  at  par  value  to  the  cash  value  of  the  stocks  so  pur- 
chased, or  shall  have  power  to  lease  the  premises  of  such  companies,  paying 
therefor  such  rental  as  thev  may  deem  proper,  and  whenever  in  tneir  judgment 
it  is  for  the  best  interests  of  the  trust  to  lease  rather  than  purchase. 

7.  All  stocks  sold  and  transferred  to  said  trustees  shall  be  held  bv  them  and 
their  successors  for  the  benefit  of  all  the  owners  of  said  trust  certificates.  No 
stocks  so  held  by  said  trustees  shall  be  sold  or  surrendered  by  said  trustees  during 
the  continuance  of  this  trust  without  the  consent  of  a  majority,  in  number  and 
value,  of  the  trust  certificates:  Provided ,  however.  That  said  trustees  may  from 
time  to  tjme  assign  such  shares  of  stock  as  may  be  necessary  to  qualify  any  person 
or  persons  as  directors  of  any  companies,  the  stocks  of  which  are. held  by  said 
tmstees. 

8.  Said  tmstees  shaU  have  x>ower  to  cause  corporations  to  be  formed  for  the 
purposes  and  with  the  necessary  powers  for  carrying  on  distilling  and  kindred  busi- 
ness: Provided,  That  the  stock  of  such  corporations  shall  be  issued  for  cash  or 
for  property  at  its  cash  value,  and  shall  be  issued  or  be  purchased  by  said  trustees 
in  the  manner  provided  in  section  6  of  this  agreement. 

9.  Said  trustees  shfdl  safely  keep  all  moneys  received  from  dividends  or  interest 
upon  stocks  or  money  held  m  trust,  and  shall  distribute  the  same,  as  well  as  idl 
moneys  received  from  sales  of  trust  propertv,  by  declaring  and  paying  monthly 
dividends  ux>on  said  trust  certificates,  as  funds  accumulate,  which  are  not  needed 
for  the  uses  and  expense  of  the  trust.  The  trustees  shall  keep  separate  accounts 
of  receipts  from  dividends  and  interest  and  of  receipts  from  trust  property. 

10.  Trustees  shall  render  to  the  holders  of  trust  certificates  at  each  annual 
meeting  a  statement  of  the  receipts  and  disbursements  of  the  trust. for  the  year. 
They  snail  also,  whenever  demanded  by  a  majority  in  value  of  the  holders  of 
trust  certificates,  furnish  a  true  and  perfect  inventory  and  appraisement  of  aJl 
property  held  in  trust,  and  a  statement,  as  full  as  possible,  of  tne  financial  i^airs 
of  the  various  companies  whose  stocks  are  held  in  trust. 

11.  Said  trustees  shaU  exercise  sui>er vision,  so  far  as  their  ownership  of  stock 
enables  them  to  do,  over  the  several  corporations  or  associations  whose  stock 
is  held  by  said  trustees.  They  shall  elect,  or  endeavor  to  elect,  the  directors  and 
oflElcers  uiereof ,  who  shall  be  paid  reasonable  compensations  for  services;  they 
may  elect  themselves  as  such  directors  and  officers. 

12.  None  of  the  powers  of  trustees  can  be  exercised  except  by  unanimous  vote 
of  their  full  number,  either  in  i>erson  or  by  proxy,  except  in  the  election  of  offi- 
cers as  provided  in  the  by-laws:  Provided,  That  no  proxy  of  a  trustee  can  be 
given  to  any  person  other  than  a  trustee;  and  in  case  of  disagreement  among 
trustees  on  any  matter,  a  majority  of  the  trustees  may  call  a  special  meeting  of 
the  holders  of  certificates,  as  herein  provided  for,  and  to  whom  shall  be  submitted 
the  matter  of  disagreement,  and  a  decision  of  a  majority  in  value  of  the  holders 
of  trust  certificates  present,  in  person  or  proxy,  shall  be  final. 

The  tmstees  may  appoint  from  their  own  number  an  executive  committee  and 
other  committees  composed  wholly  or  partly  of  persons  not  trustees. 

13.  Tmstees  may  employ  and  pay  such  agents  and  attorneys  as  they  may  find 
it  necessary  to  employ  in  management  of  such  trust. 

14.  Each  trustee  shall  be  entitled  to  a  salary  of  $10  per  day.  Such  may  be 
increased  by  a  majority  of  certificate  holders. 

15.  Trust  shall  have  principal  office  in  Chicago,  subject  to  change  by  vote  of 
tmstees.  There  should  be  a  safe  or  vault  for  the  safe  deposit  of  the  stocks  held  in 
trust. 

16.  AH  x>owers  and  duties  vested  in  the  tmstees  appointed  shall  be  exercised  by 
their  succes-*ors. 

17.  Elections  for  trustees  to  succeed  those  herein  appointed  shall  be  held  annually. 
At  first  annual  election  8  tmstees  shall  be  elected  for  1  year,  3  tmstees  for  2 
years,  and  three  tmstees  for  3  years.  Thereafter  8  trustees  shall  be  elected 
annually  for  a  term  of  8  years,  to  take  the  place  of  those  retiring.    Trustees 
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elected  to  fill  vacancy  shall  hold  office  only  for  the  unexpired  time  of  said 
vacancy. 

18.  No  person  eligible  as  trustee,  unless  actual  owner  of  not  less  than  500  shares 
trust  certificates  at  time  of  election,  which  must  stand  in  his  name  on  the  trust 
books,  and  continue  so,  as  well  as  actual  ownership,  during  his  term  of  service. 

19.  Trustees  are  elected  by  owners  of  trust  certificates,  and  no  stock  shall  be 
voted  which  has  not  stood  in  owner's  name  80  days  prior  to  election. 

20.  Annual  meeting  of  owners  of  trust  certificate  for  election  of  trustees  and 
other  business,  shall  be  held  at  the  office  of  trustees  on  the  Wednesdav  nearest 
A]pril  15,  of  each  year.  Trustees  must  call  meeting  whenever  requested  by  one- 
third  in  value  of  the  trust  certificates. 

21.  By-laws  must  be  in  conformity  with  this  agreement. 

22.  Trustees  may  fill  vacancy  in  their  number  or  call  meeting  of  owners  of  trust 
certificates  for  the  purpose. 

23.  Trustee  or  trustees  appointed  by  any  court  to  fill  vacancy  or  vacancies  shall 
hold  his  or  their  offices  only  until  his  or  their  successors  shall  be  appointed  or 
elected  in  manner  above  provided  for. 

24.  Trustees  must  attend  every  meeting  of  the  board  of  trustees,  either  in  per- 
son or  by  proxy.  If  any  trustee  is  absent  from  8  successive  meetings,  or  fails  to 
be  represented  by  proxy  at  such  meetings,  his  office  shall  be  considered  vacant, 
and  nlled  as  heretofore  provided. 

25.  Whenever  any  change  shaU  occur  in  the  board  of  trustees  the  legal  title  to 
the  stock  or  other  property  held  in  trust  shall  pass  to  and  vest  in  successor  of  said 
trustees  without  anv  formal  transfer  thereof.  But  the  board  of  timstees  must 
obtain  formal  transfer  from  any  retiring  trustee,  or  from  his  executor,  if  retire- 
ment be  caused  by  death. 

26.  The  trust  shall  continue  for  25  years  and  shall  thereafter  continue  until  ter- 
minated by  a  vote  of  two-thirds  in  value  of  the  holders  of  certificates  at  meeting 
called  for  the  purpose. 

At  same  meeting  the  holders  of  certificates  may  decide,  by  a  vote  of  51  per  cent 
of  their  number,  the  mode  in  which  the  trust  affairs  shall  be  wound  up;  the  trus- 
tees continuing  to  hold  office  for  that  purpose. 

27.  This  agreement  was  signed  on  May  10,  1887,  by  the  Great  Western  Distill- 
ing Company,  per  J.  B.  Greenhut,  secretary,  capital  stock  of  owner  company, 
|l5o,000;  Peoria  Distilling  Company,  per  Wm.  McLean,  secretary,  capital  stock  of 
owner  company,  $100,000;  Missouri  Distilling  Company,  per  Mound  City  Distill- 
ing Company,  by  A.  Bevis,  vice-president;  Storrs  Distilling  Company,  ^r  Mill 
Creek  Distilling  Company,  by  Thomas  T.  Gaff,  president;  White  Mills  Distilling 
Company,  per  George  6,.  Duckworth;  Birmingham  Distilling  Company,  per 
Chicago  Distilling  Companv,  P.  J.  Hennesy,  treasurer,  capital  stock  of  owner  com- 
pany, $50,000;  Maddux-Hooart  Distilling  Company,  per  Maddux-Hobart  &  Co.; 
Woolner  Bros.  Distilling  Co. ,  per  A.  Woolner,  treasurer,  original  capital  stock, 
$200,000,  increased  in  1885  to  $350,000;  Monarch  Distilling  Company,  per  G^rge 
J.  Gibson,  treasurer,  capital  stock  of  owner  comxmny,  $250,000. 

THE  WESTERN  EXPORTERS^  ASSOCIATION. 

The  Distillers  and  Cattle  Feeders'  Trust  was  immediately  preceded  by  an  associ- 
ation known  as  the  Western  Exporters'  Association.  This  association  allowed  each 
distillery  in  it  a  certain  number  of  bushels  as  its  capacity,  and  then  pro  rated  the 
consuming  capacity  of  the  country  among  the  various  distilleries.  Any  distillery 
mashing  more  bushels  than  were  allowed  it  had  to  exx)ort  the  excess  of  alcohol  or 
spirits  produced  at  its  own  cost.  If  the  total  output  of  the  number  of  bushels 
allowed  by  the  association  produced  more  goods  than  the  country  would  consume, 
then  the  asssociation  exported  the  goods  and  stood  the  loss  on  this  export  out  of 
an  assessment  on  each  member  of  the  association,  which  was  regulated  at  a  cer- 
tain amount  per  bushel. 

In  the  ordinary  acceptation  of  the  word,  the  Distillers  and  Cattle  Feeders'  Trust 
was  not  promoted. 

Q.  Who  fixed  the  assessment  upon  each  one  of  these  different  companies  for  the 
payment  of  the  expenses  of  exportation? — A.  They  had  an  organization,  and  a 
committee  did  that  work. 

DISTILLERS'  AND  CATTLE-FEEDERS'  TRUST  NOT  PROMOTED. 

As  I  was  saying,  in  the  ordinary  conception  of  the  word  the  Distillers'  and 
Cattle  Feeders'  Trust  was  not  "  promoted."  The  9  trustees  were  paid  as  well  or 
possibly  better  for  their  properties  than  the  bulk  of  those  joining  tne  association, 
but  they  had  at  that  time  the  best  properties  in  the  country. 
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Q.  Is  it  a  matter  of  record  that  thev  were  pud  more  in  proportion?  Is  that 
something  which  can  be  proved? — ^A.  No;  that  is  an  inference  from  the  prices. 
They  were  selling,  and  did  the  first  selling.  They  sold  to  themselves  and  made 
tolerably  good  bargains. 

Q.  Were  they  aabstantially  the  ones  who  fixed  the  values  on  all  of  the  plants? — 
A.  I  think  so. 

SAVINGS  OR  L06SBS  THROUGH  COMBINATIONS. 

Q.  Including  their  own?— A.  My  recollection  of  this  is  not  distinct,  but  that  is 
^what  I  infer. 

In  reference  to  the  savings  or  losses  in  advertising,  there  are  no  statistics.  The 
cost  of  advertising  at  any  time  is  purely  nominal  in  the  spirit-distilling  business, 
from  the  nature  of  the  business. 

As  to  savings  or  losses  in  transportation,  it  is  doubtful  whether  any  advantages 
were  secured  by  them  that  could  not  be  secured  by  an  outside  distiller  at  the  same 
time.  There  was  nothing  saved  by  filling  orders  from  the  nearest  plant,  owing 
to  the  fact  that  purchasers  very  frequently,  if  not  generally,  designated  what  par- 
ticular distiller's  goods  they  desired 

ADVANTAGES  OF  PEORIA  AS  A  DISTILLING  POINT. 

Q.  Would  purchasers  from  New  York,  for  example,  be  likely  to  designate  a 
St.  Louis  distillery  instead  of  a  Cincinnati  distillery,  and  pay  the  difference  in 
freight? — ^A.  They  would  be  very  apt  to.  Peoria  was  the  general  center.  The 
oonaitions  at  Peoria  were  felt  to  be  better  for  distilling  than  at  any  other  point 
in  the  country. 

Q.  Can  you  give  any  estimate  as  to  how  much  better;  what  per  cent? 

Q.  (By  Mr.  Phillips.)  And  the  reason? — A.  I  can  give  you  the  reason,  but  the 
per  cent  I  will  have  to  fi^re  out.  Peoria  is  in  the  center  of  a  very  large  corn- 
producing  section.  Com  is  cheap,  and  there  is  a  good  market  at  Peoria  and  vicin- 
ity. It  is  also  in  the  vicinity  of  the  coal  mines,  and  coal  is  furnished  very  cheap — 
as  cheap,  perhaps,  as  anywhere.  More  important  than  all  other  things  together, 
however,  is  the  water  supply.  They  have  an  illimitable  supply  of  cold  water, 
running  at  a  temperature  of  about  54'  F. ,  and  not  varying  to  exceed  2*  at  any 
time  during  the  whole  year.  That  vein  of  water  runs  under  the  bank  of  the  river 
close  by  the  whole  river  front,  where  the  distilleries  are.  Temx)erature  being  a 
dominating  factor  in  distilling,  that  water  supply  gives  an  efficiency  to  the  Dis- 
tilleries there  that  could  not  be  secured  by  the  use  of  ice. 

Q.  (By  Mr.  Phillips.)  Is  it  artesian  water?— A.  No;  practically  an  under- 
ground river.  It  is  pumped  fi-om  wells  about  30  feet  deep.  It  is  drawn  from  a 
stratum  of  gravel,  and  is  cold  and  illimitable  in  supply.  Cincinnati  is  a  good 
producing  point,  but  I  think  not  so  good  as  Peoria.  PeMn,  10  miles  down  the 
river  from  Peoria,  is  as  good  a  point  as  Peoria,  with  the  exception  that  its  corn 
market  is  not  so  extensive. 

Q.  (By  Mr.jENKS.)  Do  you  think  the  advantage  of  a  Peoria  distillery  over  a 
Chicago  distillery  is  as  much  as  10  per  cent? — A.  I  can  not  estimate  the  per  cent,  but 
it  would  be  considerable;  I  should  not  be  surprised  at  all  if  it  were  nearly  that 
much.  The  additional  cost  of  real  estate  is  one  of  the  adverse  conditions  in 
Chicago.  The  value  of  land  is  much  greater  than  in  Peoria,  and  they  also  lack  the 
cold-water  facilities.    Chicago  is,  however,  a  good  grain  market. 

Q.  Is  com  cheaper  there  tnan  at  Peoria? — A.  Of  course  the  markets  are  not 
uniform,  but  as  a  rule  it  is  not.  The  difficulty  of  handling  corn  in  Chicago — the 
switching  from  point  to  ];)oint — adds  considerable  to  the  cost. 

Q.  Is  it  more  difficult  than  at  Peoria? — ^A.  Yes,  because  more  transfers  of  cars 
are  required  in  order  to  reach  the  district  drawn  from. 

Q.  Is  there  any  other  raw  material  at  Peoria  that  is  of  consequence  besides 
com?  Do  they  use  rye? — A.  That  is  not  a  rye  country.  Rye  and  barley  are 
brought  from  the  north;  there  is  very  little  of  it  produced  down  there. 

Q.  (By  Mr.  Phillips.)  Do  they  make  rye  whisky  there?— A.  Some.  The  Clark 
distillery  is  a  rye-whisky  distillery. 

(J.  (By  Mr.  Jenks.  )  "V^ere  does  the  rye  come  from? — A.  It  comes  from  Nebraska, 
Minnesota,  the  Dakotas,  and  other  points.  There  is  not  a  uniform  local  production 
in  the  region  of  Peoria;  rye  and  oarley  generally  come  from  farther  north.  In 
other  woras,  in  the  corn-belt  section  corn-growing  land  can  not,  as  a  rule,  be  used 
profitably  to  grow  the  smaller  grains.  There  is  greater  profit  in  raising  com 
until  a  rotation  of  crops  is  necessary,  and  then  they  generally  grow  oats. 

Q.  Does  Chicago  have  any  advantage  over  Peona  in  the  cattle-feeding  part  of 
the  industry? — A.  None  at  all;  Peoria  has  the  advantage. 
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Q.  Why?— A.  First,  in  a  large  city  yon  can  not  or  are  not  permitted,  for  sanitary 
reasons,  to  have  large  herds  of  cattle;  yon  have  to  go  outside  the  cit:^^  limits.  The 
Riverdale  and  Calnmet  distilleries  were  arrange  for  cattle  feeding,  and  they 
were  not  absolutely  prohibited  from  it,  but  they  would  have  been  if  reopened.  I 
think  the  city  authorities  would  not  have  permitted  cattle  feeding  at  the  Calumet 
any  lon^r.  In  both  of  these  distilleries  ice  is  a  considerable  amount  of  the  cost, 
and  in  icing  there  is  a  lack  of  that  uniformity  in  temperature  which  thev  get  in 
spring  water  at  Peoria.  I  may  illustrate  with  a  case  that  I  investigatea  in  the 
Monarch  distillery  at  Peoria,  observing  and  following  the  mash.  They  put 
900  bushels  of  fine-gpround  cornmeal  into  a  cooker  and  cooked  it  under  pressure 
at  a  temi)eratrue  of  325°  for  about  15  minutes.  After  removing  the  pressure  and 
reducing  the  temperature  they  turned  in  the  malt-meal  mash  from  another 
tank  whioh  converted  the  starch  into  sugar.  They  then  ran  it  off  by  gravity 
into  a  big  tank  below.  I  do  not  remember  the  temperature  at  this  stage, 
but  it  was  very  much  lower  than  it  was  in  the  cooker.  From  the  lower  tank, 
holding  900  bushels,  they  forced  it  bv  steam  pumps  through  40,000  feet  of  pipe 
which  was  jacketed  its  entire  length  by  a  water  pii>e.  That  is,  there  was  a 
smaller  pipe  running  inside  of  the  larger  one.  A  stream  of  cold  water  from  the 
well  beneath  the  distillery  was  forced  through  the  larger  pii)e  from  the  opposite 
end,  so  that  the  warm  mash  ran  for  40,000  ^t  inside  of  a  stream  of  cold  water,, 
separated  only  by  the  thickness  of  a  thin  metal  pipe.  By  lessening  or  increasing 
the  quantity  of  cold  water  going  through,  the  temperature  of  the  mash,  when  it 
came  to  the  fermenting  tub,  could  be  regulated  to  a  fraction  of  a  degree.  In  the 
ice  distilleries  there  would  necessarilv  oe  irregularity  in  the  temperature,  and 
therefore  in  the  product.  There  would  be  variations  in  the  ice,  producing  greater 
cooling  effects  at  some  times  than  others. 

PATENTS  AND  IMPROVED  PROCESSES. 

There  were  no  x>&tents,  that  I  know  of,  owned  or  controlled  by  the  Distillers 
and  Cattle  Feeders'  Trust,  or  the  Distilling  and  Cattle  Feeding  Companv. 

Q.  Were  there  not,  perhaps,  some  better  processes  that  they  used  and  tnat  were 
more  or  less  secret? — A .  Yes.  Those  processes,  as  I  understand  it ,  consisted  mainly 
in  the  character  of  the  yeast  used — the  fermenting  germs.  I  attempted  to  get 
some  knowledge  of  that  subject,  and  one  of  the  experts  there,  in  a  conversation, 
claimed  that  there  was  almost  an  infinite  variety  of  fermenting  germs — ^between 
860  and  400  distinct  germs,  divided  into  a  number  of  families,  which  I  do  not 
remember,  as  I  did  not  go  into  their  genealogy.  Some  of  those  ^erms  are  more 
potent  than  others,  and,  when  a  particularly  good  species  is  obtained,  j^reat  care 
IS  exercised  in  propagating  them  and  in  preventing  other  species  getting  mixed 
with  them  in  the  yeast.  W hen  they  get  the  best  kind  the  yeast  is  more  efficient, 
and  a  small  quantity  of  it  is  considered  of  great  value.  I  heard  them  talk  about 
distillers  giving  from  $500  to  $2,500  for  a  half -gallon  jug  of  yeast.  Of  course, 
gentlemen,  I  do  not  vouch  for  that.  But  it  is  true  that  the  men  who  advance  in 
the  line  of  that  studv  become  the  foremost  men  in  the  distilling  businq^;  the  per 
cent  of  spirit  yieldea,  to  the  extent  of  determining  profit  or  loss,  depends  upon 
the  skill  of  the  yeast  maker,  who  is  the  distiller.  1  believe  that  now,  or  even  at 
the  time  when  I  oi>erated  the  distilleries,  less  disparity  appeared  in  the  yeast 
than  in  former  times. 

Q.  When  the  different  distilleries  united,  did  those  who  had  the  better  yeast 

five  free  use  of  it  to  the  others? — ^A.  I  can  not  say  that  I  remember  about  that, 
he  houses  that  went  in  first  were  the  most  efficient;  that  is,  they  produced  a 
larger  x>er  cent.  I  take  it  for  granted  that,  as  they  were  interested  in  all  the  dis- 
tilleries, they  sent  their  yeast  to  all.  I  do  not  know  that  they  guard  with  great 
care  their  yeast  and  their  methods.  When  I  took  possession,  I  found  there 
employed  some  of  the  best-known  yeast  makers  and  most  skillful  chemists  in  that 
line  in  the  country.  They  were  applying  the  most  advanced  methods  and  using 
the  best-known  appliances. 

Q.  Are  there  any  other  methods  in  which  there  might  be  an  advantage  in  case 
of  combination? — A.  Do  you  mean  methods  of  operation? 


Q.  Yes. — A.  I  do  not  think  of  anything  now. 


^  As  you  had  charge  of  the  work,  I  thought  xwssibly  there  might  be  some 
other  special  thing  that  you  could  mention. — A.  Yes;  in  machinery  and  in  methods 
of  handling  and  cooking  they  are  advancing  right  along,  and  nave  made  great 
progress  within  a  few  years. 

There  were  practically  no  by-products  manufactured  by  the  Distilling  and 
Cattle  Feeding  Company.  Fusel  oil  has  always  been  produced  in  the  manufac- 
ture of  spirits,  and  the  refuse  or  slop  has  always  been  used  for  cattle  feeding; 
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j  that  is,  fusel  oil  has  alwayB  been  produced  in  this  modem  process.    By  the  old 

k  ptrocees  of  distillation  I  onderstana  that  they  did  not  take  the  f  nsel  oil  oat  of  the 

r  spirit,  but  everything  that  came  from  the  still  went  into  the  barrel. 

Q.  Do  yon  not  think  there  vras  some  improvement  in  that  particular  when  the 
different  comiMUoies  were  organized  in  one  great  company?— A.  Not  at  all;  they 
sdl  nsed  the  same  general  process  and  followed  the  same  general  methods. 

No  statistics  as  to  the  cost  of  superintendence  or  of  labor,  either  before  or  after 
the  organization  of  the  tmst  or  tiie  comi>any,  can  be  obtained.  It  is  snpx>o8ed 
that  large  houses  can  be  oi>erated  more  cheaply  than  small  ones,  thougn  it  is 
dfumed  tiiat  this  point  is  not  even  settied  now  between  houses  running  8,000 
bushels  and  houses  running  12,000  bushels  daily.  My  own  opinion  is  that,  the 
larger  the  house,  with  like  conditions  and  management,  the  less  will  be  the  cost 
of  production. 

THE  DISMANTLING  OF  DISTILLERIES  AND  ITS  EFFECT. 

Q.  When  these  different  companies  came  tocher,  is  it  true  that  a  number  of 
establishments  were  closed  that  had  been  runnmg  before?— A.  A  large  number  of 
the  smaller  houses  were  closed;  it  would  have  been  unprofitable  to  have  run  them; 
they  were  what  they  call  dismantled.  The  house  was  purchased  and  the  machin- 
ery taken  out.  What  could  be  used  in  a  larger  house  was  so  used  and  the  balance 
^was  sent  to  the  scrap  heap.    The  shell  onl^  of  the  old  house  was  left. 

Q.  Then,  if  there  were  85  or  40  distilleries  dismantled  in  this  way,  would  not 
the  presumption  be  that  the  number  of  superintendents  was  lessened  correspond- 
ingly?—A.  Yes;  the  number  would  be  lessened.  The  concentration  of  the  work- 
ing forces  would  necessarily  lessen  the  amount  of  superintendence  and  decrease 
the  cost  of  production. 

Q.  Were  overseers  left  in  charge  of  the  plants  that  had  been  dismantled?— A. 
In  some  cases  there  were  simply  watchmen  to  keep  the  building  from  being 
destroyed;  in  some  cases  the  buildings  were  abandoned  absolutely. 

Q.  Is  it  true  that  in  a  number  of  cases  the  distilleries  were  simply  suspended 
for  a  time  and  the  former  managers  continued  on  salaries,  with  nothing  to  do? — 
A.  That  occurred  in  some  cases  for  short  intervals.  But  I  do  not  remember  any 
instances  in  which  the  houses  were  kept  up  for  long  periods  and  the  managers 
paid,  unless  by  agreement,  as  in  the  case  of  the  5-year  agreement. 

Q.  What  was  that  6-year  agreement? — ^A.  The  distiflery  was  purchased  and 
brought  into  the  trust  with  the  understanding  that  the  owner  should  be  con- 
tinued as  manager  at  a  salary  of  $800  a  month. 

Q.  Did  that  apply  to  all  of  the  distilleries  that  were  taken  in— the  81  or  the 
65? — ^A.  My  memorjr  does  not  serve  me  on  that.  I  should  think  that  in  some 
of  the  smaller  ones  it  did  not;  it  would  apply  only  to  the  distilleries  that  were 
strong  or  producing  concerns,  and  which  it  was  necessary  to  get  out  of  the  way 
solely  because  they  were  market  disturbers.  Some  smaller  distilleries  would  not 
^warrant  an  expense  of  that  kind. 

Q.  Would  tne  manager  of  a  small  one  be  paid  a  salary  correspondingly  less, 
bnt  yet  a  regular  salary? — ^A.  I  do  not  remember;  that  is  a  matter  of  detail  for 
which  I  should  have  to  go  to  the  records. 

As  to  traveling  salesmen,  there  were  none  for  the  compamr  proper.  The  only 
traveling  salesmen  were  those  employed  by  the  house  of  M.  H.  »huf  eldt  &  Co. 
in  the  distributing  business.  Its  purchase  by  the  Distilling  and  Cattle  Feeding 
Oomx)any  did  not  change  their  number  or  affect  the  rate  of  wa^es. 

There  are  no  statistics  on  the  subject  of  labor.  The  labor  is  comparatively  a 
small  part  of  the  cost  of  production  of  spirits  and  alcohol. 

Q.  Would  not  the  same  general  observation  apply  there  as  in  the  case  of  the 
sux)erintendents,  viz,  that  where  distilleries  were  closed  a  number  of  men  were 
thrown  out  of  employment?— A.  Yes;  I  think  so. 

IMPROVED  PROCESSES   (RESUMED). 

As  to  raw  material,  the  principal  cost  is  in  com  and  barley,  rye  or  barley,  or 
other  malt,  which  is  bought  in  the  open  market,  on  the  board  of  trade  or  in  the 
usual  way,  in  large  quantities.  The  increase  in  the  amount  of  spirit  produced 
from  a  given  amount  of  grain  by  the  larger  houses  in  the  last  5  years  has 
been  only  slight,  and  that  increase  is  owing  to  the  improved  methods,  which 
were  open  to  any  one  to  use.  The  increase  of  yield  in  the  small  distilleries  over 
that  produced  by  the  old  and  primitive  methods,  still  in  use,  has  been  small. 

Q.  Improvements  of  that  kind  (;an  hardly  be  ascribed,  then,  to  the  formation  of 
the  combination? — A.  Not  at  all;  it  is  the  use  of  the  improvements  on  a  large  scale. 
The  increase  of  the  yield  over  that  produced  by  the  old  and  primitive  methods, 
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still  in  use  in  many,  indeed  most,  of  the  small  distilleries,  however,  is  very  great. 
I  have  another  x)aper  which  I  present  to  von  and  which  covers  that  gronnd.  The 
prodnct  during  my  time — ana  I  think  it  still  mns  abont  the  same — was  some- 
where  from  4.70  to  4.85;  that  is,  4.70  to  4.85  gidlons  of  spirits  -per  bushel.  Some 
of  the  smaller  houses  get  down  so  low,  I  believe,  as  Sl  gallons  to  the  bushel. 
The  higher  yield  is  due  to  the  lar^r  cax>aoity,  the  methods,  and  machinery. 

There  has  been  no  8x>ecialization,  each  distillery  continuing  to  make  its  own 
brands  and  being  known  by  its  brands.  The  products  of  certain  distilleries  are 
sought  for  by  particular  customers. 

PRODUCTION  OF  SPECIALTIES  BY  CERTAIN  HOUSES. 

There  are  also  specialties  produced  by  certain  houses.  They  have  a  brand  of 
whisky  or  gin  that  has  become  popular — ^as,  for  instance,  the  Shufeldt  gin,  which 
became  very  x)opular  and  commanaed  a  higher  price  in  the  market  than  an^  other 
brand.  The  otner  houses,  however,  are  spirit  nouses;  i.  e.,  they  make  spirits  and 
alcohol,  but  in  that  you  will  find  that  buyers— especially  compounder8-H>ften  call 
for  brands  from  a  certain  distillery,  and  that  not  always  the  distillery  nearest  to 
them. 

Q.  Did  the  popularitjr  of  the  Shufeldt  gin  continue  after  the  distillery  was  pur- 
chased?— ^A.  Yes;  and  increased.  But  these  gentlemen  were  not  after  gin  just  at 
that  time;  they  were  after  the  plant  as  a  spint-producing  plant. 

Q.  Does  not  your  last  statement  practically  shut  out  the  question  of  good  will 
in  the  purchase  of  a  plant? — ^A.  The  good  will,  no  doubt,  had  a  money  value;  but 
they  would  not,  I  think,  have  bought  it  for  the  good  will  alone.  It  was  bought 
in  order  to  control  the  output  from  it. 

Q.  The  main  thing  was  to  get  rid  of  the  competition?— A.  Yes;  to  get  rid  of  the 
competition  in  spirits,  not  in  jfin  or  whisky.  The  mn  and  whisky  were  simply  an 
incident.  If  thev  had  made  gin  and  whisky,  and  that  alone,  and  kept  out  of  the 
spirit  business,  I  do  not  think  they  would  have  been  disturbed.  I  think  they 
might  have  continued  in  the  field  of  the  regular  whisky  manufacture,  i.e.,  the 
old-style  product. 

THE  MANUFACTURE  OF  QIN. 

Q.  (By  Mr.  Phillips.)  From  what  kind  of  material  do  they  make  g;in,  particu- 
larly the  excellent  quality  of  which  you  have  been  speaking? — A.  I  might  answer 
that  question  from  the  standpoint  or  a  layman,  and  say  that  the  whole  thing  has 
just  one  base — pure  spirits,  cnemically,  common  alcohol. 

^.  (By  Representative  Otjen.)  It  is  a  question  of  mixing,  is  it  not? — ^A.  Yes; 
it  is  a  question  of  mixing,  of  preparing  it.  The  base  of  the  whole  thing  is  pure 
spirit,  or  chemical  alcohol ,  not  commercial  alcohol .  There  is  a  distinction  between 
'  high-proof  spirits  and  commercial  alcohol.  Commercial  alcohol  is  not  so  highly 
refined  as  spirits;  i.  e., it  has  more  of  fusel  oil  and  acids  in  it.  The  Shufeldt  gin 
is  a  carefully  prepared  high-proof  spirits.  In  the  preparation  they  have  a  formula 
which  is  a  secret  with  the  house,  or  at  least  was  a  secret  until  they  showed  it  to 
me  as  an  officer  of  the  court;  but  I  soon  forgot  it,  so  that  in  substance  it  remains 
a  secret  yet.  With  absolutely  pure  spirits,  distilled  water,  juniper  berries,  and 
other  vegetable  material  they  make  an  infusion,  and  that  infusion  is  the  gin.  I 
became  convinced,  in  studying  the  question  with  the  chemist,  that  it  was  a  purer 
spirit  and  a  better  gin  than  anything  that  was  imported.  In  other  words,  it  is 
pure  ethyl  and  distilled  water,  compounded  with  juniper  berry  and  other  vegetable 
juices,  which  give  it  its  medicinal  properties.  Most  if  not  all  the  gin  made  in  this 
country  is  made  in  this  way. 

Q.  (By  Mr.PHiLUPS.)  Is  not  pure  gin  made  directly  from  juniper  berry? — A. 
That  is  the  theorv,  I  think,  that  is  generally  advanced,  but  I  understand  it  is  not 
the  fact;  it  would  be  worth  less  than  if  it  were  made  of  pure  com  or  any  other 
grain.  Starch  is  the  basis,  and  there  is  little,  almost  no  starch,  in  the  juniper 
berry,  while  it  is  abundant  in  com  and  as  pure  as  it  can  be  got.  The  starch  is 
converted  into  sugar  by  the  use  of  the  malt,  and  then  the  sugar  is  converted  by  yeast 
into  the  spirit  globule,  which  is  evaporated  by  heat.  Now,  where  they  get  the 
pure  globule,  or  purify  it,  leaving  it  as  they  do  in  this  process  without  the  other 
chemical  elements  that  go  with  it,  or  where  the  pure  ethyl  is  obtained,  I  do  not 
know.  The  chemists  claimed  to  me  that  16  chemical  elements  come  out  of  the 
still  in  the  vapor.  The  ethyl,  or  the  pure  spirit,  is  the  one  they  want.  Now,  in 
the  spirit  made  from  com  by  the  modern  process  they  get  it  in  its  purity;  and  in 
going  over  that  question  I  was  led  to  believe  that  in  Holland,  where  tney  make 
gin,  they  do  not  make  it  out  of  the  juniper  berry,  or  by  our  process,  but  out  of 
grain,  or  potatoes,  or  something  that  has  starch  in  it.    But  there  the  juniper  ber- 
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riee  and  other  vegetable  materials  are  ground  np  and  cooked  with  the  mash,  and 
are  put  through  tne  still  by  the  old  process  withoat  any  purification  of  the  spirit. 

Q.  (By  Mr.jENKS.)  When  the  Shufeldt  distillery  was  purchased  by  the  Distill- 
ing and  Cattle  Feeding  Company  did  they  not  also  purchase  this  secret  process? — 
A.  Yes;  the  man  that  had  the  secret  process  stayed  there;  and  they  were  entitled 
to  it  and  got  it. 

Q.  Have  they  made  thatprocess  generally  known  to  the  other  houses  of  the  com- 
X>any?->A.  I  think  not.  W  hen  I  went  into  the  place  which  they  call  their  labora- 
tory I  had  the  man  show  me  how  he  did  it,  his  formula,  the  berries,  roots,  and 
heros  that  he  used.  He  told  me  the  proportions  of  each,  how  they  sex>arated  them, 
and  how  they  used  them;  it  was  not  knovm  outside;  they  kept  the  secret  closely. 

Q.  Does  not  the  American  Spirits  Manufacturing  Company  control  that  process 
now,  and  can  they  not  use  it  in  every  one  of  their  distilleries,  if  they  want  to? — A. 
Yes;  if  they  want  to,  but  I  don't  think  they  will  do  it.    They  have  not  as  yet. 

Q.  Do  you  think  it  would  overstock  the  market  with  that  x>articular  kind  of 
g^? — ^A.  Well,  it  is  a  matter  of  value  that  apx>eals  to  them.  There  is  no  reason 
why  they  should  give  it  away  that  I  know  of.  One  plant  makes  all  the  gin  that 
they  need  of  that  kind.  I  do  not  know  what  they  have  done  with  it.  There  are 
ofher  distilleries  that  make  gin,  but  I  think  nothing  anywhere  near  as  good  as 
Shufeldt  gin;  they  certainly  had  not  up  to  the  time  of  my  investigation  of  that 
matter. 

HIGHLY  REFINED  SPIRITS  USED  IN  THE  MANUFACTURE  OF  OIN. 

Q.  Then  you  do  not  think  that  the  claim  that  the  great  combinations  enjoy 
special  advantages  in  secret  processes  of  manufacture  holds  true  in  this  x)articu- 
lar  case? — A.  I  do  not  think  it  does  in  the  case  of  Shufeldt  ^n,  but  that  is  lim- 
ited somewhat  to  this  infusion.  The  production  of  the  spirit  which  is  the  base 
of  Shufeldt  gin  is  common  to  them  all,  and  is  generally  done  by  double  or  treble 
distilling.  They  have  triple-distilled  spirit  which  they  call  **  Sunbeam."  There 
is  but  ▼erv  little  water  in  it.  I  do  not  remember  now,  but  I  think  it  contains  96 
per  cent  of  spirit.  There  is  just  enough  water  to  hold  the  spirit  in  liquor  form 
and  prevent  it  from  going*  to  vapor.  In  order  to  demonstrate  to  me  that  it  was 
absolutely  pure,  or  as  pure  as  it  could  be  made,  the  chemist  dropped  a  piece  of 
pure  white  quicklime  into  a  tumbler  full  of  it,  letting  it  fall  easily,  so  as  not  to 
splash  the  spirit.  The  quicklime  had  no  more  than  settled  on  the  bottom  than 
the  tumbler  was  empty,  the  lime  having  absorbed  the  water,  allowing  the  spirit 
to  ^o  off  in  vapor,  rf  othing  remained  in  the  tumbler  but  the  damp  slaked  lime, 
which  still  retained  its  pure  white  color.  This  experiment  also  showed  the  dif- 
ference between  the  modem  process  of  distillation  and  the  old  one,  where  fusel 
oil  and  everything  that  comes  from  the  still  goes  into  the  liquor  and  ultimately 
into  the  stomach  of  the  man  who  drinks  it.  I  agreed  with  the  chemist  in  the 
conclusion  that  gin  made  from  pure  spirits  is  the  best,  and  that  the  cheap,  so 
called,  common  rotgut  com  whisky,  made  from  refined  spirits,  is  the  purest 
whisky  that  man  can  make.  It  is  a  mere  question  of  palatability  and  age.  It  is 
unpalatable  in  the  beginning,  but  is  improved  by  age,  so  that  in  the  end  it  is  the 
be^  and  is  free  from  anything  that  is  injurious.  At  least,  that  is  my  opinion, 
and  it  is  also  the  opinion  of  a  number  of  chemists  with  whom  I  conferred  on  the 
subject. 

Q.  The  question  is  suggested  to  me  whether  this  was  the  commissary  whisky 
of  war  times? — ^A.  I  was  not  posted  on  distillation  at  the  time  of  the  war;  I  was 
at  the  other  end  of  the  line;  but  I  am  inclined  to  think  not.  Most  of  the  whisby 
furnished  the  Army  was  produced  prior  to  the  time  when  the  new  processes  for 
extricating  the  fusel  oil  and  the  acids  were  applied.  Most  of  the  old  commissary 
whisky  was  just  weakened,  rectified,  high  wines;  yet  I  do  know  that  under  the 
conditions  many  of  the  men  in  the  Army  estimated  it  to  be  good.  I  have  been 
informed  that  some  of  the  best  made  during  the  later  part  of  the  war  was  by 
the  modem  process. 

Q.  Have  you  anything  further  with  reference  to  the  specialties  of  different 
plants? — A.  I  know  of  nothing  further  that  I  can  give  you  on  that  x)oint,  unless 
yon  call  my  attention  to  something.  I  know  of  no  figures  or  data  that  would  go 
to  show  that  there  has  been  any  loss  in  efficiency  through  lack  of  the  stimulus  of 
competition.  Competition  has  certainly  been  strong  except  for  very  short  x>eriods. 
The  central  office  has  kept  track  of  the  various  distilleries — that  is,  the  central 
office  of  the  Distilling  and  Cattle  Feeding  Company  kept  track  of  the  various 
distilleries,  by  means  of  daily  reports  which  covered  all  journal  entries  of  the 
purchase  of  gprain  or  shipment  of  goods,  and  which  showed  the  daily  production, 
every  bushel  of  grain  distilled,  etc.  The  quality  and  character  of  the  output 
depended  largely  on  the  trade,  the  customer  giving  notice  if  the  goods  received  by 
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THB  DISTRIBUTERS  OF  THB  DlfiTlLUNQ  AND  CATTLK 

The  Distilliiig  and  Cattle  Feeding  Company  sold  only  to  specuil  agents  who 
were  known  as  distribntera.  A  list  of  these  diatribnters  is  given  on  tbe  back  of 
the  rebate  voucher  nsed  by  the  Distilling  and  Cattle  Feeding  Company.  A  copy 
of  the  rebate  voucher  and  a  list  of  the  distribnters  is  given  m  £xhibit  4,  which  I 
present  to  yoa  here. 


[Thee  of  voneher.] 


Subject  to  tbe  condltioiw  named  herein,  and  for  the  pnrpoBe  of  aecnrlng  tbe  (.-oatlnuons  patroa- 
ue  of  the  wtthln-aamed  punshaser,  the  sncoeaBors  uid  Bsulgas  of  tbe  nuue,  tor  its  prodactB, 

DI8TILL1NO  AND  CATTLE  PEEDIMQ  CO., 
Six  DioDthB  from  the  d&te  of  tbls  pnrchAH  Toacber. 

Win  iJdjr  to ,  of ,  parchaaer , didUra  (t ) 

Being  a  rebate  of  T  cents  per  proof  gallon  on -proof  saUons  of  tbe  DlntillLnK  and  Cattia 

Feedinft  Campany's  prodact  pnrchaBed  tbis  day.  This  Toacber  will  be  valid  and  payable  only 
opon  Condi Cion  that  tbe  aboTe-named  parchaser,  the  HucceBsors  and  asalgnBut  the  same,  from 
the  date  of  tbia  Toucher  to  tbe  time  of  Its  payment,  sball  have  bought  their  enpply  of  ■"'■h 
UndB  of  Boods  as  are  prodnced  by  tbe  OlBtnilns  and  Cattle  Feeding  Company,  and  all 
poande  tnereof,  eiclndvely  of  one  or  more  of  the  dealers  named  on  tbe  back  ' 
farther  notified,  and  shall  also  have  aubecrlbed  to  the  eertiflcate  on  the  bach  her< 


hereof,  until 

DlSTILLIHO   AND  CaTTLE  PeSDIHO  CO. 

By  J.  B.  Obeenbut,  Praident. 
Wbendue  forward  to  the  Otrntai-American  Nalional  Bani  o/ Feorio.  fU..  wbere  tbIa  voucher 
Is  payable  wlthont  eicbancre  or  other  charge. 
SMmped  acroea  face:  Noi  trmneferable  nor  negotiable. 


>y  certified  that  frcm  the 


[Back  of  voncber.] 

if  this  voDcber  t« 


tbe  matarltr  thereof  thewltbin- 
inc^eaaore  and  aeai^OB  of  the  same,  have  purchased  all  of  their  Hiipply 
tbelr  compounds,  as  are  produced  by  the  DlsttUing  and  Cattle  I^!ed- 


Thonins  B.  Kerr.  New  Y.^rk,  N.  Y. 
Bob  a  Ecasy.New  York,  N.  Y. 
J.UHaabrtHuJt  ft  Ca.,IIew  Ywk.N.  V 
Hmtera  DtstlUins  Co.  and  RidgewoiKl  Kedia- 

tIlllngCo..NowTork.N.Y. 
Oeo.  WTKldd  ft  Co..  New  York,  N.  T. 
E.N'.CookACo.,Bu(raKN.Y. 
Columbia  DlatUllng  Co.,  All*ny,  N.  Y 
H.ftB.Beiners,  Brooklyn,  N.Y. 
Carstuim,  MeCnll  A  Ca,  Phibidplnhla.  Pu 
Dougherty  &  Downs,  PhilndLihihla.  Pa, 
NIcbolM  J.  OHflln,  Philadelphia,  Pa. 
CharloB  »,  Hahs,  Plillodeliibk,  Pa. 
Boyli>aMc01yQn,Phi]ndolphia,Pa, 
B^wttla  ft  Hay,  PhSladeipbla.  P». 
Empire  DlaCiQlnB  Co..  Boston,  Mass. 
D,T.Mill«ft  CoTrBo«lPQ,MiiH3. 
A.  L.Webb  ft  Sun,  BBllim..r..'.  Md. 
Jamea  Walsh  ft  Co  .I'lm  inniiiJ.Ohio. 
Maddux. Hotart  *  ru  .1  'iiiiiiinriii,i>lji<i 
Milkn»kDifltimri.-C'..,rni<]Tiuuii.(fti,.. 
Union  pi«til1ingl.-.x,ri(i-iun(iti.(ihir, 

EtlB«B1oukABoiu> 


Henry  W,  Bmlth  ft  Co.,Cin<diiQati.  Obio. 
Hlrsch,  Loowenstein  ft  Levi,  Clnrlnnati,  1 
Plelachmann  &Co„C'  •■  ~  • 

W,  L,  Weller  &  Sons,  __. 
~         DiatltllngC. 


.  States  Distil  ling  Ci 


Chlca 

Abel,  Ani^™  G^!'ciil^^ia.'" 
Empire  Distilling  Co,.  Chicago,  In, 
The  Biverdale  Distillery,  Chicago,  111, 
Hf'nry  B,  Shufeldt  ft  Co,,Cblcago.l]l, 
TbeCalnmet  Distillery,  Chicago,  lU. 
Corning  ft  Co,,  Peorla.nl, 
H,  Sc-hwabacber.  Peoria.  UJ, 
John  Meiners  &  BoD.UIlwankee.Wis. 
National  DistllllugCo„HilwBokee,WU. 
The  St.  Paul  DlstiTlery,  South  St,  Paal,  Minn. 
Mnnnd  f^ity  DlBtiUing  Co,. St,  Loui"-  Mo- 
ftCo.,8C.Loul8,Ho, 
ty  Disti  lUng  Co. ,  Kanaat 
mi  a  v.^.. ,  Onuhs,  Nebr. 
Ullentbalft  Co..aaQ  FranciacD.C 


Rhelnstrom  Bros..  Cincinnati,  Oh  la 

The  Caok  ft  Bembeimer  Co  .New  YOTt,  N.  1 

The  Wm.  Bergentbal  Ca,  Hllwankee.  Wis. 


THE  PRICE  r 


Q.  Were  the  prices  fixed  by  tbe  Distilling  and  Cattle  Feeding  Company  apon 
its  products  uniform  thron^hoiit  different  sections  of  ihe  country?— A.  There 
was  some  difference  in  price  m  different  marketa,  betwose  of  neamesa  or  remote- 
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neea  of  the  sooFce  of  production,  but  outside  of  that  their  prices  were  very  uni- 
form. They  did  not,  however,  hold  the  market,  except  for  a  while.  Other 
distilleries  ^ew  up  around  them  like  mushrooms  in  the  night.  A  number  of 
men  sold  distilleries  to  them  for  stock,  and  then  sold  their  stock  and  built  more 
distilleries.  In  some  cases  the  companv  bought  2  or  8  distilleries  from  the  same 
piuties,  and  finally  distilleries  were  Duilt  faster  than  they  could  buy  them. 

Q.  Was  the  competition  resulting  from  the  high  price  fixed  bythe  company 
tbe  real  cause  of  tne  difficulties  into  which  it  finally  feU?— A.  That,  together 
-with  speculations  in  the  stock  of  the  company,  was  very  largely  the  cause.  The 
stock  was  listed  in  New  York,  and  men  interested  in  it  speculated  in  it  and  failed 
to  hold  its  value  up. 

Q.  How  much  was  the  price  advanced  under  this  combination?— A.  I  do  not 
remember. 

Q.  Have  you  a  list  of  the  prices? — ^A.  I  do  not  think  I  followed  the  prices  of 
the  stock. 

Q.  I  mean  the  prices  of  the  products? — ^A.  I  will  give  that  to  you.  The  stock 
was  down,  I  think,  to  about  7i  or  8  at  the  beginning  of  the  receivership,  and  dur- 
ing the  receivership  it  went  back  to  about  22  or  23.  The  distilleries  that  were 
bought  in  by  the  new  company  were  purchased  practically  on  the  basis  of  28i  for 
the  stock. 

THB  REBATE  SYSTEM. 

Q.  GK>ing  back  to  the  rebate  svstem,  what,  on  the  whole,  do  you  think  was  its 
effect  on  uie  business?  The  rebate  certificate  you  have  offered  in  evidence  pro- 
vided for  a  rebate  of  7  cents  per  gallon;  in  addition  to  that  was  there  another 
rebate  to  the  distributer? — A.  The  distributer  had  2  cents  a  gallon. 

Q.  So  that  9  cents  on  the  whole  was  withheld  for  6  months.  What  was  the 
general  effect? — ^A.  I  do  not  think  its  effect  was  good.  It  demoralized  the  trade 
and  created  bad  feeling  among  the  customers,  so  that  there  was  a  general  dispo- 
sition to  get  out  of  it.  I  think  the  rebate  system  was  started  at  a  time  when  the 
company  had  almost  entire  control  of  the  market,  and  when  it  looked  as  though 
it  would  get  complete  control.  There  was  no  alternative  for  buyers  except  to 
start  distilleries  of  their  own,  and  so  they  submitted  to  it,  but  always  regarded  it 
as  a  great  burden. 

O.  Did  the  company  institute  the  rebate  system  solely  for  the  purpose  of  con- 
trolling the  output? — A.  Yes;  they  went  to  a  customet,  and  in  terms,  either 
expressed  or  implied,  told  him  that  he  might  stay  in  the  business  if  he  woiild  let 
them  supply  him  with  goods,  Some  of  the  distiibuters  had  a  very  large  business. 
If  they  desired  to  continue  in  it  they  could  do  so  only  under  the  rebate  system, 
for  if  they  refused  they  would  be  left  without  a  supply,  the  company  having  sub- 
stantial control  of  all  the  plants.  Having  once  got  in,  however,  the  system 
became  burdensome,  because  it  was  not  long  until  new  houses  commenced  com- 
peting and  underselling  the  company  in  the  market. 

Q.  Is  the  feeling  among  wholesalers  with  reference  to  the  rebate  system  so 
hostile  that,  on  the  whole,  they  wiU  give  preference  to  independent  distillers  who 
operate  without  this  system? — ^A.  I  tnink  it  hardly  possible  ever  to  start  the  rebate 
system  again,  at  least  within  the  memory  of  the  men  who  had  experience  with  it. 

Q.  You  are  informed,  then,  that  the  American  Spirits  Manufacturing  Company 
has  not  adopted  the  rebate  system?— A.  They  have  never  thought  of  that,  and  1 
do  not  thiuK  they  ever  will.  My  understanding  is,  from  conferences  I  have  had 
with  the  officers,  that  they  will  not  attempt  it.  There  are  two  things  that  they 
will  avoid — first,  the  rebate  system,  and,  second,  any  attempt  to  control  the 
market  in  order  to  hold  the  price  above  what  it  ought  to  be. 

THE  MARKET  MAT  BE  CONTROLLED  BY  CHEAPENING  PRODUCTION. 

On  the  contrary,  they  will  seek  to  control  the  market  by  cheapening  the  cost  of 
production.  That  is  tne  only  way,  in  my  opinion,  they  can  ever  do  it;  and  I  do 
think  they  can  do  it  in  that  way. 

Q.  Do  you  remember  whether  the  old  Distillers  and  Cattle  Feeders'  Trust,  so 
far  as  the  officers  are  concerned,  made  any  attempt  along  that  line? — A.  Not  very 
much;  I  did  not  find  any  conspicuous  evidence  of  it  in  the  records.  The  tendency 
seemed  to  be  the  other  way.  They  tried  to  increase  the  price  and  comer  the 
market. 

Q.  That  is,  it  was  the  officers  themselves  who  tried  to  push  prices  up  as  well  as 
the  stockholders? — ^A.  Yes;  after  the  concern  reached  the  point  where  they  con- 
trolled a  larfl^e  proi)ortion  of  the  output  of  spirits.  I  thiuK  that  is  really  where 
they  made  their  mistake.  If  they  had  depended  on  controlling  the  market  by 
qheapening  the  product,  they  would  have  secured  control  and  kept  it.  If  the 
present  company  continues  to  do  that,  the  chances  are  they  will  get  it  yet. 
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METHODS  OF  DRIYINO  OUT  COHPBTITION. 

Q.  Did  yon  find  any  evidence  that  the  company  sent  agents  into  special  local- 
ities to  make  prices  low  enough  to  the  customers  of  competitors  to  drive  them 
out  of  business? — ^A.  I  think  that  is  probable;  that  is  one  of  the  common  tricks 
of  the  trade,  and  those  gentlemen  are  en)erts  at  it.  But  I  must  say  that  these 
distributers  are  as  a  class  the  ablest  and  straightest  set  of  men  I  ever  came  in 
contact  with.    They  are  intelligent  and  honest. 

Q.  Of  course  my  question  applies  to  the  company  and  not  to  the  distributers. — 
A.  The  company  resorted  to  tne  same  methods  to  get  trade. 

C^.  Did  you  find  other  sharp  practices  for  the  purpose  of  getting  rid  of  com- 
petitors besides  that  of  cutting  prices? — ^A.  I  do  not  think  any  methods  were 
employed  outside  of  the  ordinary  ones  among  competitors,  but  I  did  not  g[o  into 
the  details  of  that  question.  There  had  been  a  very  ^arp  fight  in  California,  and 
special  rates  were  offered  there  by  the  company.  When  I  took  charge  there  was 
an  outside  distillery  that  had  been  built  up  by  parties  who  had  sold  their  original 
plant  to  the  trust  and  who  were  establishing  a  trade  and  securing  customers  out 
there,  so  that  the  distributers  of  the  Distilling  and  Cattle  Feeding  Company  were 
being  crowded  out  of  the  market.  It  was  one  of  the  first  problems  I  met,  and 
one  of  the  first  I  acted  upon,  which  I  did,  of  course,  considering  the  circumstances, 
in  a  very  mild  and  equitable  manner. 

METHOD  ADOPTED  BY  THE  RECEIVER. 

• 

Q.  Have  you  anything  further  with  reference  to  cutting  prices?— A.  No;  nothing 
more.  That  method  is  practiced  right  along.  To  be  entirely  frank,  when  I  dis- 
covered the  condition  of  affairs  in  California  I  called  in  men  of  experience  in 
that  line  and  wanted  to  know  what  would  settle  these  gentlemen  and  bring  them 
down  to  work.  They  said, ''  Take  their  customers; "  so  I  gave  an  order  to  take 
them,  and  lowered  prices.  They  cut  just  below  m^^  rates.  I  had  a  large  stock  on 
hand  and  proposed  to  take  the  customers.  They  didn't  get  the  customers  in  the 
end  and  soon  came  to  terms.    That  is  the  ordinary  method  of  doing  business. 

O.  (By  Mr.  Kennedy.)  The  independent  houses  came  to  terms? — ^A.  Yes;  they 
had  some  trade  there.    They  were  trying  to  get  trade  by  underselling. 

Q.  They  were  just  following  the  practice  of  the  trust? — A.  Just  exactly,  sir. 

Q.  ^By  Mr.  Jenks.)  Then  the  Distilling  and  Cattle  Feeding  Company  simply 
beat  tnem  at  their  own  game? — A.  That,  of  course,  seems  to  be  the  fact.  It  was 
merely  the  question  of  holding  the  goods  on  hand  until  they  depreciated  in  value 
or  letting  them  go  off  on  some  other  market.  I  thought  better  to  just  cut  prices 
right  then,  and  did  so.  I  knew  the  opposition  would  have  to  shut  up  their  distil- 
lery in  a  few  weeks  if  they  kept  on,  for  I  should  have  emptied  all  the  warehouses 
on  the  market.  They  soon  came  to  the  conclusion  that  it  would  be  best  to  hold 
prices  above  the  cost  of  production.  That  is  a  common  method  of  settling  con- 
troversies of  such  a  character. 

Q.  You  think  it  better  to  sell  at  a  fair  price? — A.  Yes;  not  an  exorbitant  price, 
but  one  that  will  give  a  fair  living  profit.  When  a  man  produces  goods  and  sells 
them  below  cost  of  production  he  is  not  doing  a  fair  business,  and  the  only  way 
to  make  him  do  so  that  I  know  of  is  just  simply  to  cut  a  little  below  him.  In  this 
case  I  deemed  it  expedient.  My  competitor  soon  found  that  he  was  spending  his 
capital  and  that  I  was  taking  care  of  property  which  I  should  have  had  to  sell 
at  marshal's  sale  ultimately,  if  not  otherwise  disposed  of,  and  which  would  not 
have  brought  one-half  the  market  value. 

Q.  (By  Mr.  Farquhar.)  You  mean  that  your  competitor  was  either  spending 
his  own  capital  or  cheating  his  creditors?— A.  Yes. 

(J.  (By  Mr.  Kennedy.)  You  sold  below  the  cost  of  production,  then,  in  order  to 
brin^  nim  to  time? — ^A.  Yes;  I  sold  below  the  cost  of  production,  but  there  was 
nothing  secret  about  it.  It  was  open ,  and  I  made  it  perfectly  plain  to  him .  When 
he  fixed  his  price,  I  made  a  price,  I  think,  2  cents  a  gallon  under  his  and  notified 
him  that  when  he  came  down  to  that  price  I  would  go  2  cents  lower,  and  keep 
^oing  until  I  had  empted  the  warehouses.  He  seemea  to  think  that  I  would  do 
it.    I  held  this  trade  alone,  however. 

Q.  (By  Mr.  Jenks.)  Was  this  method  followed  by  the  old  trust  in  order  to 
drive  competitors  into  combining  with  them?— A.  I  think  it  was. 

Q.  The  result,  then,  in  certain  cases  was  the  same  as  in  this  case  where  you  and 
your  competitor  practically  agreed  upon  prices? — ^A.  That  is  it.  Each  man  knew 
of  the  product  of  the  other  companies.  He  saw  what  was  a  reasonable  profit  and 
knew  what  prices  must  be  secured  in  order  to  obtain  that  profit.  By  common 
consent  we  agreed  to  sell  in  that  way.  The  competitor  had  his  customers  and 
supplied  them;  we  had  ours  and  supplied  them.  If  he  took  our  customers  by 
cutting  prices,  we  took  his  in  the  same  way. 
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RBCEIYER  AND  OOXPETITOBS  FIXSD  PBICXS  AOOORDINO  TO  THE    PRICE  OF  CORN. 

Q.  So  yoa  i>ractically  combiiied  on  xnioeB?— A.  Yee;  practically  so.  Later  on 
there  was  a  joint  agreement. 

Q.  When  you  say  "  joint  agreement,"  do  yoa  mean  between  yon  and  all  your 
oompetitorB?— A.  Yes;  nearly  all  of  iliem. 

Q.  Then,  allowing  for  difference  in  freight  rates,  yon  kept  prices  substantially 
uniform  throoghont  the  country?— -A.  Yes.  The  prices  were  not  arbitrary:  we 
IumI  an  agreement  by  which  the  price  was  fixed  according  to  the  cost  of  produc- 
tion. The  average  cost  differed  in  different  plants,  probsuily  from  one-half  to  li 
cents.  We  took  an  ayerage  and  tried  to  obtoin  from  li  to  2  cents  profit.  The 
cost  of  production  was  based  upon  the  price  of  com  at  the  time.  Ak  com  went 
up  the  price  of  spirits  went  up,  and  as  com  went  down  the  price  of  spirits  went 
down  at  the  rate  of  one-half  cent  a  gSillon  for  every  2  cents  variation  m  the  price 
of  com.  All  agreed  to  abide  by  that,  and,  as  a  rule,  they  did.  It  fared  well  for 
a  while,  but  they  did  not  stuid  long  to  the  agreements. 

<^.  If  prices  had  been  fairly  maintained  upon  the  basis  which  you'fixed,  what 
dividends  did  you  calculate  to  pay  ?— A.  I  have  no  recollection  on  that,  but  I  was 
not  calculating  to  pay  dividends.  It  was  a  question  of  handling  the  goods  and 
getting  out  of  Dusiness  as  soon  as  i>ossible.  My  calculations  were  not  based  at 
all  upon  dividends  upon  the  capital,  but  wholly  on  the  cost  of  production. 

Q.  But  were  not  the  other  parties  to  the  agreement  counting  on  making  some 
money,  so  far  as  their  plants  were  concerned?— A.  You  can  calculate  that  on  the 
cost  of  production;  the  amount  of  capital  does  not  cut  any  great  figure;  if  you 
make  from  1  to  li  cents  a  gallon  on  spirits  you  can  compute  what  the  profit  will 
be.  It  varies,  of  course,  according  to  the  cost  of  proauction,  and  that  varies 
according  to  the  price  of  com.  We  followed  the  board  of  trade  price  of  No.  2 
com  on  tne  Clucago  market.  If  No.  2  corn  went  up  2  cents,  the  market  price 
of  spirits  went  up  one-half  cent.  I  think  that  is  the  rate;  m^  figures  may  be 
wrong,  but  the  method  is  all  right.  The  profit  would  be  determmed  according  to 
the  number  of  bushels  mashed,  and  would  bear  no  relation  to  the  amount  of 
stocks  or  ^ares  outstanding  in  the  distillery  that  mashed. 

Q.  (By  Representative  Otjen.)  About  how  long  did  this  understanding  as  to 
prices  continue  in  operation,  or  was  it  lived  up  to? — ^A.  It  was  made  some  time 
in  February  of  1895  and  continued  until  some  time  in  Jul^,  probably  about  5  or 
6  months,  when  the  stock  speculations  in  New  York  broke  it  up. 

Q.  Did  you  find  the  arrangement  beneficial? — A.  I  think  it  was,  or  I  should  not 
havegone  into  it.  I  was  an  officer  of  the  court;  I  studied  things  in  all  aspects  as 
an  officer  of  the  court  charged  with  the  preservation  of  the  i>Toperty  intrusted  to 
my  care.  I  thmk  it  was  beneficial  and  fair.  I  think  it  was  honest.  I  think  I 
was  x^erf orming  my  duty  in  looldng  after  that  trust  property. 

It  made  some  profit  for  the  interests  I  represented,  but  not  much .  Its  best  effect 
"was  in  preventmg  heavy  losses,  which  without  it  would  have  been  inevitable. 
They  had  an  umpire  who  watched  the  markets;  and  when  com  went  up,  he  raised 
the  price  of  spirits  to  correspond  by  sending  out  telegrams.  In  other  words,  I  was 
the  nmpire,  and  being  the  officer  of  the  court  and  having  no  interest,  the  other  men 
thought  I  would  likely  be  as  fair  about  it  as  anybody  else.  When  the  price  of 
com  rose  I  sent  out  telegrams  to  all  these  men  that  spirits  had  gone  up,  and  when 
it  fell  I  notified  them  that  spirits  had  gone  down,  ni  a  word,  I  fixed  and  named 
the  price. 

Q.  (By  Mr.  Kennedy.)  Did  the  market  keep  you  pretty  busy  sending  tele- 
grams?— ^A.  No;  the  markets  did  not  fluctuate  often.  A  2-cent  fluctuation  at 
that  time  was  very  rare;  there  was  no  complaint.  I  followed  the  market  and 
the  results  were  satisfactory,  but  the  profits  were  only  moderate;  they  probably 
did  not  average  more  than  a  cent  a  gallon.  The  important  thing  it  did  was  to 
prevent  the  sacrifice  of  the  large  stock  on  hand. 

HOW  THE  PRICE  AGREEMENT  WAS  BROKEN  UP. 

<^.  (By  Bepresentative  Otjen.)  Will  you  explain  in  what  way  the  stock  si)ecu- 
lation  broke  up  this  arrangement? — ^A.  Yes;  one  of  the  independent  distillers  who 
went  in  with  us  and  found  a  fair  market  was  induced  by  the  shorts  on  the  stock 
market  to  make  an  option  to  sell  his  distillery  and  break  up  this  commercial 
arrangement.  They  paid  him  for  this  option  and  to  apply  on  the  purchase  of  his 
distillery  at  a  high  price,  $50,000.  He  invested  this  money  with  them  on  the  short 
side  of  the  market  in  the  Distilling  and  Cattle  Feeding  Company's  stock,  and 
then  made  a  cut  in  prices  to  break  up  the  receivership  of  the  whislcy  trust  so  that 
the  goods  on  hand  would  produce  no  assets  and  the  price  of  the  stock  so  down. 
When  this  arrangement  was  completed  he  cut  loose  and  commenced  selling 
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goodB  on  the  market  at  a  loss,  Intending  to  make  more  out  of  the  stock  sold  short 
than  what  he  lost  on  his  business.  The  balance  of  us  held  fairly  well  together. 
He  cut  the  price  as  much  as  8  or  4  cents  for  a  time.  I  cut  2  cents  below  him; 
but  he  soon  run  short  of  goods.  The  stock  market  dropiied  for  a  while  and  then 
rebounded  above  where  it  had  been  before,  causing  him  a  heavy  loss  in  the  stock 
market  and  also  in  the  business.  I  sold  to  his  customers  below  his  lowest  prices 
and  in  a  little  while  I  persuaded  him  to  come  back  again. 

You  persuaded  him  to  come  back? — A«  Yes;  moral  suasion. 

(By  Mr.  Jenks.)  Do  you  remember  the  date  of  this? — ^A.  It  was  some  time 
in  July,  1895.  There  was  a  break  at  the  time  in  the  stock  market;  but  it  recov- 
ered again — ^at  least,  I  think  it  did.  I  did  not  follow  the  stock  market;  I  attended 
to  my  receivership  and  endeavored  to  find  customers  for  the  goods  on  hand  and  to 
transfer  the  property  and  get  it  out  of  the  hands  of  the  court.  The  big  fight  was 
made  in  trying  to  prevent  the  sale  of  the  property  under  an  order  from  the  court 
and  allow  the  new  companv  to  organize.  I  was  using  my  friends  in  holding  the 
trade  and  everything  togetner  until  the  new  compan;^  could  get  organized  and 
until  the  court  ordered  the  sale.  The  heaviest  part  of  the  fighting  was  in  the 
courts  to  prevent  the  sale,  because  if  the  receiver  of  the  courts  nad  to  go  into  the 
new  distillery  year  it  would  have  been  destructive.  There  was  the  problem  of 
feeding  cattle  which  had  to  be  met.  It  would  have  required  not  less  than  20,000 
cattle  to  eat  up  the  slop  that  otherwise  would  be  wasted.  The  side  was  made  on 
the  14tii  of  Augnist,  1895.  Some  of  the  distilleries  were  still  running.  The  point 
I  had  made  was  to  get  the  property  out  of  the  hands  of  the  court  and  into  the 
hands  of  the  new  company  with  the  trade  intact,  so  that  they  could  take  the  cus- 
tomers and  go  ahead  and  buy  the  plants  and  iiin  them.  I  will  give  you  a  list  of 
the  plants  they  bought. 

QUESTION  OF  DISTRIBUTERS  AND  REBATES   (RESUMED). 

Q.  Was  the  number  of  middlemen  lessened  by  the  combination? — ^A.  As  a  rule, 
anyone  who  purchased  a  carload  of  goods  at  a  time  and  a  reasonable  number  of 
carloads  per  month  could  be  made  a  distributer,  so  that  I  do  not  suppose  the 
number  of  middlemen  was  lessened  at  all.  The  list  on  the  back  of  the  voucher 
(Exhibit  4)  is  a  list  of  the  large  dealers  in  the  country.  A  small  dealer  could 
not  become  a  distributer  for  the  company.  The  company  dealt  only  with  the 
large  dealers  throughout  the  country.  All  of  them  who  wished  to,  and  most 
of  them  did,  got  in  as  distributers.  The  company  fixed  the  price  at  which  it 
would  sell  to  the  distributers,  the  distributers  themselves  determining  the  price 
at  which  they  would  sell  to  their  customers.  The  terms  are  shown  on  the  rebate 
voucher  in  Exhibit  4,  and  the  forfeiture  of  the  rebate  voucher  depended  upon 
exclusive  buying  from  the  Dibtilling  and  Cattle  Feeding  Company,  or  its  agents, 
and  not  upon  the  question  of  price.  The  rebates  allowed  were  2,  5,  6,  7, 8,  and  9 
cents  for  the  exclusive  trade.  My  recollection  is  that  at  one  time  there  were 
onlv  2  rebates,  although  there  may  have  been  8.  The  2-cent  rebate  was  a  rebate 
to  tne  distributers,  for  which  no  voucher  was  issued;  thev  were  simply  credited 
with  2  cents  on  each  gallon  purchased  during  the  month,  and  at  tiie  end  of  5 
months  this  was  refunded.  The  distributers  sent  a  list  of  their  sales  to  the  office 
of  the  Distilling  and  Cattle  Feeding  Company,  giving  the  name  of  the  purchaser 
and  the  number  of  gallons  of  goods,  the  Dis&ling  and  Cattle  Feeding  Company 
issuing  one  of  these  vouchers  on  each  purchase,  the  voucher  being  payable  at  tiie 
office  of  the  company  in  6  months.  I  offer  here  Exhibit  5,  showing  the  amount 
collected  and  refunded  in  rebates  for  the  years  1892,  1893, 1894,  and  1895. 

Exhibit  ^.-^tatemetit  of  rebates  for  years  ending  March  SI,  1892,  1893,  1894, 

and  10  months  ending  January  31, 1895, 

Year  ending  March  5i,  1892. 

GaUoxm. 

14,768, 488. 98,  at  9  cents |1,8»,164.45 

49,830.31,  at  8  cents 8,946.42 

28, 988, 798. 16,  at  7 cents 1,676,866.87 

69, 076. 29,  at  6  cents 4,144.62 

816,894.03,  at  5  cents 16,794.70 

520. 644. 70,  at  2  cents 10,410.89 

Shufeldt,     2,961.406.66 162,887.88 

Rlverdale,      978,234.01 77,887.86 

No  rebate,  2,064,941.83 

45,661,717.92 3,279,062!n 

amount  renmded 44,021.21 

8,286,081.87 
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£XHIBIT  ^.—StcUement  of  rebates  for  years  ending  March  Sl^  1892,  l89Sy  1894^ 

and  ten  months  ending  January  31, 189S — Continned. 

Q^ragmm  Year  ending  Matxh  31^  189S. 

87,838,607'8i,at9oent8 $8,300,082.81 

118, 66a  07,  at  8  cents 9,0B4.3» 

811, 881. 26,  at  7  cents 56,881.09 

207,481.96,  at  2 cents 4,149.64 

Shnfeldt,     8,400,861.00 284,220.69 

Birerdale,      947,219.41 73,008.06 

No  rebate.  2,218,288.68 

45.087,684.87 8,787,8».0B 

Leas  amount  refonded 62,175.87 

8,686,140.71 
Q^Qjj.  Year  ending  March  5i,  189U. 

27,610,888.06,  at  9  cents $2,476,084.02 

86, 087. 19,  at  8  cents 2,964.08 

1,169,664.04,  at  7  cents 81,176.48 

289, 814. 80,  at  2  cents 4,796.29 

Shofeldt,     2,688,768.66 170,727.54 

Riverdale,      068,911.04 88,698.80 

No  rebate,  1,213,607.42 

83.706,160.70 2,819,188.61 

Less  amonnt  refunded 27,817.66 

2,791,806.06 
Ctallons.  ^'^^  monthB^  ending  JantMry  SU  1S96. 

9, 8«,  108. 64,  at  9  cents $841,689.77 

466, 146. 02,  at  7  cents 81,080.28 

5,220,261.83,  at  2 cents 104,405.24 

Shofeldt,     1,424,691.15 02,897.49 

Riverdale,      585,421.15 80,000.10 

No  rebate,  1,308,706.20 

18,847,424.79 1,100,082.88 

Leas  amount  refunded 13,480.24 

1,067,602.64 

Fnrther  information  regarding  rebates  is  as  follows: 

The  2-cent  rebate  was  2  cents  paid  to  distributers  at  the  end  of  5  months  from 
the  date  of  purchase,  this  rebate  being  a  continuance  of  the  rebate  inaugurated 
nnder  the  old  trust  arrangement,  and  was  continued  until  January  28, 1895,  the 
date  of  the  passing  into  the  hands  of  the  receivership. 

The  5-cent  rebate  applied  only  to  the  distributers*  customers  or  wholesale  deal- 
ers, being  allowed  to  them  on  their  purchases  from  distributers,  and  due  0  months 
after  date  of  purchase.  This  was  instituted  on  May  25, 1890,  and  continued  untU 
November  25, 1891,  when  there  was  an  advance  of  the  voucher  rebate  to  7  cents. 
This  continued  until  about  the  last  of  September  or  first  of  October,  1894.  The 
exact  date  of  the  discontinuance  is  not  obtainable. 

There  was  no  regular  9-cent  rebate,  it  being  made  up  of  the  2-cent  distributers* 
and  7-cent  customers'  or  wholesale  dealers*  rebates. 

SELLINQ  PRICE  OF  SPIRITS. 

Q.  (Bv  Mr.  Jenkb.  )  What  have  you  to  say  to  the  question  of  the  average  selling 
prices  of  the  chief  products? — A.  Exhibit  6,  which  I  present  here,  gives  the  aver- 
age net  price  received  for  spirits  for  each  quarter,  from  April  1,  1891,  to  January 
31 ,  1895,  and  also  the  average  cost  of  production  during  those  years. 

Exhibit  6. — Average  net  price,  t.  c. ,  without  the  tax,  of  spirits  per  gallon  for  each 
qtmrter  and  each  year;  also  average  cost  of  production  for  each  year. 


Fiscal 

L  years  ending  March 
31— 

10 

months 

ending 

Jan.  31, 

1895. 

Present 

1801. 

1882. 

Cents. 
aO.48 
21.23 
20.80 
17.20 

1808. 

1804. 

price. 

First  quarter:  Apr.  1  to  June  80,  net  prices 

Second  quarter:  July  1  to  Sept.  30,  net  prices  — 

Third  quarter:  Oct.  1  to  Dec.  81.  net  prices 

Fourth  quarter:  Jan.  1  to  Mar.  81,  net  prices 

Prffsent  net  prl^  on  Mar.  23, 1W5 .    , . 

Cents. 
13.20 
15.88 
18.04 
18.72 

Cents. 
16.03 
16.71 
20.01 
21.77 

Cents. 
14.62 
13.20 
16.00 
16.06 

Cents. 

15.64 

24.30 

18.22 

9.73 

Cents. 

laoo 

Avormto  net  price  for  each  Tear  

16.41 

10.87 

18.39 

16.42 

18.34 

Avenure  cost  of  production  for  each  year 

18.96 

15.06 

12.81 

12.71 

13.17 
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PKODUCnON  ANP  COST  OF  SPIRITS. 

Q.  Does  that  period  cover  the  time  of  the  Distilling  and  Cattle  Feeding  Com~ 
pany? — A.  It  does.  Exhibit  T,  which  I  present  here,  ehoWB  the  prodaction  and 
coat  per  gallon  at  the  yarious  mnning  houses  of  the  Distilling  and  Cattle  Feed- 
ing Company  for  the  years  ending  March  31,  commencing  in  1691,  tind  continu- 
ing until  the  beginning  of  the  receivership.  It  is  impossible  to  give  the  aver- 
age monthly  price  paid  for  the  raw  material  nsed,  there  being  no  statistics  kept 
on  that  point.    It  wonld  take  several  months  to  complete  reliable  data. 

Q.  Have  yon  any  figures  that  cover  the  period  before  the  Distilling  and  Cattle 
Feeding  Company  was  organized?— A.  During  the  period  of  the  trust? 

Q.  Yes. — A.  I  have  no  such  atatisticB;  the  papers  are  all  gone. 

Exhibit  7. — Comparative  stafetnent:  Oailonsproduoed,eo»t  per  gallon,  and  profit 
or  Jo«M  far  jUcul  years  ending  March  SI,  2S91,  IS9S,  1S9S,  ISSf,  and  10  months 
ending  January  SI,  1X05. 

FIhcbI  year  nudllig  Kax.  81. 


m  Distillery 

The  Northern  Dlstillerr 

The  Great  Western  Dtstfllorr  . . 

TbeWociliiar.Dlstlllery 

The  Monaidi  Distillery 

The  Barker  Distiller; 

ThoPoortaDtotlllery.- 

The  Hambiinr  IHstmerr 

TheEnterpnee  Dtatillery.- 

The  8t*r  DlBtUlerv 

The  Crescent  DUtlllery _.. 

The  Coiieulldsted  Dlatlllery 

The  Btorra  DiatlUerT 

The  UadduzA  Eobart  Distillery.. 

The  Latonltt  IMatillery 

The  Shuteldt  DlBtillery 

The  Calumet  Diatlllory_ _. 

The  Rlverdftle  Distillery 

TliuriiLbliii.Diamiury 

TUf  Miwoiiri  DiKlUkTv 

The  Centrsl  Diatillory _... 

The  Wsbeeh  Dlatillory 

The  Willow  Sprinjta  DtiitUliTy  .. 
The  Nebraska  City  DistiUpry . . . . 

The  8t.E*nl  Distillery-- .... 

The  Dee  Hotnee  Mult  HoQBo 

The  BlTBTdale  DlHCminK  Co 

Isdependence  DUtributme  Co.  ,old . 

Indepomlenm  Dlsti-ibulinB-  Cn., 

The  Monarfh  DliiUllery7Nii.fi.. 

Total 


322,7»4.U  : 
m.STfi.  IB 

701. lie. w  . 

2St,5aa.SB  . 

S«fi,SU.10  : 

a5.BBr.7B 


3B.asr.m 

LH.3&l.n 

tB.XTl.TS 


rai.aei.BO  3,ms.uo  | 


IT.  08 

I  31.  ce 

10.78 

14.  as 
'  lfi.» 

28.  B8 

18.66 

0 

U.S8 


IS,  801.73 

117,817.18 

Gl,lffl.M 

TIG.  71 


Fiscal  year  eoding  Mar.  8 


iii.we.8s 

*,TILS6 

£S.i;8.oe 
B.osr.ai 


Fiscal  year  ending  Har.  81, 


The  Great  Western  Distillery 
The  Woollier  Distillery 
The  Monarch  Distillery 
The  Barker  Distillery 
The  Peoria  Dlstf  Ueiy 
*~-—-    *  — «  DtsUnery 
^.^^Nstillery 


The  Maddui  H  Holiart  DlfltUlery 


showing  theproflt  above. 


tiu.%  that  abont  £31,000  gaUone 


i,l(H.21     2,Bffl,en 

.,T««.T8        187,170 

1,881. 8T 

'  less  woatd  show  a  loM  of  a  fti 
rere  tax  paid  In  adyanoe  ot  lu 


3i.aTD.is 

ll»,SS(.88 

E.  ITS.  00 

IS,  am.  80 
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Exhibit  7. — Comparative  statement:  OcUions  produced,  cost  per  gallon,  and  profit 
or  loss  for  fiscal  years  ending  March  SI,  1891, 189i,  189S,  1894,  and  10  months 
ending  January  SI,  1896 — Continued. 


Fiscal  year  ending  Mar.  31, 
1803. 

Fiscal  year  ending  Mar.  31, 
1804. 

Name. 

Oallons 
produced. 

Coet 

per 

gallon. 

Profit  or 
loss. 

Gkaions 
produced. 

Cost 

per 

gallon. 

Profit  or 
loss. 

• 

The  Latonla  Distillery 

The  Shnfeldt  Distillery 

1,122,720 

8,4n.0l0 

1,707.402 

1,006,214 

0 

1,686,880 

605,714 

4,662.921 

2,710.288 

728.363 

2,254,061 

0 

0 

0 

0 

0 

Cents. 

16.55 

18.60 

12.88 

10.61 

0 

14.08 

14.08 

12.08 

11.81 

12.23 

12.58 

0 

0 

0 

0 

0 

138,261.81 

316,260.15 

00, 104  04 

•    8,668.21 

60.18 

90.379.96 

1.900.47 

276.781.85 

205.880  80 

43.070.70 

138,116.92 

661.70 

48,611.25 

20,401.71 

0 

0 

756.808 

2,672,601 

0 

888,408 

0 

182.056 

867.848 

2,588.237 

1,152.745 

518,252 

1,731,267 

0 

0 

0 

0 

0 

Cents. 

15.74 

12.86 

0 

18.41 

0 

16.12 

15.05 

11.83 

11.43 

14.02 

12.10 

0 

0 

0 

0 

0 

120.127.30 
162,018.00 

The  Calumet  Distillery 

712.04 

The  Rlverdale  Distillery 

The  Phoenix  Distillery 

80,470.66 
0 

The  MisBoan  Distillery 

2,338.13 

The  Central  Distillery' 

12.245.10 

The  Wabash  Distillery 

76.780.47 

The  "Willow  Springs  Distillery  .... 

The  Nebraska  City  Distillery 

The  St.  Pfcul  DlstUlery. 

The  Des  Moines  Malt  Bouse 

The  Riverdale  Distilling  Co 

Independence  Distributing  Co.  .old . 
Independence  Distributing  Co.,new 
The  Monarch  Distillery,  No.  5 

66,758.23 
2,386.66 

65.408.68 
6.608.82 
2,7(H.03 

10.531.42 

27.863.73 
0 

Total 

51.774,882 

12.81 

2,815,524.86 

30,510,848 

12.71 

1,006,407.74 

Name. 


The  Manhattan  Distillery 

The  Northern  Distillery 

The  Great  Western  Distillery 

The  Woolner  Distillery 

The  Monarch  Distillery 

The  Barker  Distillery 

The  Peoria  Distillery 

The  Hamburg  Distiuery 

The  Enterprise  Distillery 

The  Star  Distillery 

The  Crescent  Distillery 

The  Consolidated  Distillery 

The  Storrs  Distillery 

The  Maddux  &  Hobart  Distillery  . . . 

The  Latonia  Distillery 

The  Shnfeldt  Distillery 

The  Calumet  Distillery 

The  Riverdale  Distillery 

The  Phoenix  Distillery 

The  Missouri  Distillery 

The  Central  Distillery 

The  Wabash  Distillery 

The  Willow  Springs  Distillery 

The  Nebraska  City  Distillery 

The  St.  Paul  Distillery. 

The  Des  Moines  Malt  House 

The  Riverdale  Distilling  Company.. 
Independence  Distributing  Co.,  old. 
Independence  Distributing  Co.,  new 
The  Monarch  Distillery,  No.  6 

Total 


Ten  months  ending  Jan.  31, 
1885. 


Oallons 
produced. 

Cost 
gallon. 

1,180,067 

800.150 

2.441,706 

1,337.013 

2,240,142 

0 

0 

0 

0 

0 

414,020 

1,065.830 

31,502 

0 

400,236 

1,281,545 

0 

001,361 

0 

0 

445,082 

866,665 

404,110 

242,860 

908,334 

0 

0 

0 

0 

0 

Cents. 

13.34 

11.70 

12.00 

11.94 

12.68 

0 

0 

0 

0 

0 

13.72 

12.92 

12.26 

0 

14.52 

14.26 

0 

22.20 

0 

0 

13.56 

12.40 

10.06 

12.06 

12.06 

0 

0 

0 

0 

0 

14,278,463 

13.11 

Profit  or 
loss. 


$148,820.04 

152,617.04 

U63,128.55 

56,833.82 

10,280.25 

4,380.80 

522.50 

4,408.71 

4,190.51 

30,335.71 

12,200.76 

147,282.28 

605.10 

8,474.90 

13.305.30 

'86.980.27 

5,218.05 

135.725.30 

1.113.01 

17,561.37 

1840.06 

•51,851.28 

122,756.70 

133.780.60 

177.032.00 

1,079.14 

0 

0 

16,000.02 

0 

662,303.83 


1  The  above  houses  show  mi  increase  of  profit  in  proportion  to  amount  of  their  product  as  they 
ere  enabled  to  withdraw  prior  to  the  advance  of  tax,  August  28, 1804. 


were 


CHARACTER  OF  THE  STATISTICS. 


Q.  (By  Mr.  Kennedy.)  Do  these  tables  which  yon  are  presenting  contain  Gov- 
ernment statistics  in  regard  to  this  trust  that  have  never  been  published  and  are 
official? — A.  I  think  there  is  only  one  i)art  here  that  is  Gk>vemment  statistics — 
that  is  the  part  showing  the  amount  of  the  production  of  spirits.    The  other  sta- 
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tistics  are  taken  from  the  books,  pax)ers,  and  bills  of  the  Distilling  and  Cattle 
FeediM  Company. 

Q.  Were  they  gathered  under  your  direction? — A.  No;  before  I  took  charge,  at 
the  time  when  the  receivership  began.  As  receiver  I  took  possession  of  the  ofiBce 
and  all  the  books  and  accounts  of  the  company.  I  had  all  the  books  and  accounts 
examined  by  experts  to  determine  the  operations  of  the  company  from  its  organ- 
ization up  to  the  time  of  the  receivership.  I  examined  into  their  methods  of 
business,  and  the  character  of  the  business,  and  particularly  with  reference  to  the 
question  as  to  whether  there  had  been  any  misappropriation  of  the  funds  of  the 
cor];)oration.  I  was  representing,  as  the  officer  or  the  court,  the  stockholders  and 
the  creditors  with  a  view  to  ascertaining  the  facts.  These  data  were  taken  from 
the  books  by  the  experts.  I  took  them  first  for  my  own  use,  and  have  had  one  of 
the  experts  m  charge  (Mr.  E.  H.  Harrison)  make  these  exhibits  which  I  am  pre- 
senting to  you. 

Q.  (By  Mr.  Jenks.)  You  consider  these  statistics  entirely  trustworthy,  being 
taken  from  the  books  of  the  company? — ^A.  They  are  entirely  reliable. 

(J.  Have  they  ever  been  published  before  in  such  form  as  this?— A.  I  do  not 
think  they  have  ever  been  published  in  any  form.  I  do  not  see  how  they  could 
be.  There  may  be  some  things  that  have  been  published,  but  I  do  not  see  how 
the  cost  of  production,  for  example,  could  have  been  published.  The  Govern- 
ment has  nothing  to  do  with  the  cost. 

Q.  (By  Mr.  Kennedy.)  Of  course  the  Gk>vemment  has  nothing  to  do  with 
that;  out  were  not  most  of  them  gathered  under  a  sort  of  Government  direction, 
you  beinf^  an  officer  of  the  Government? — A.  Yes;  In  that  sense  they  were.  1  got 
all  of  this  information  as  an  officer  of  the  United  States  circuit  court,  being 
appointed  receiver  to  take  charge  of  this  property  and  control  and  direct  it  under 
the  orders  of  the  court.  The  papers  and  books  of  the  company  were  thoroughly 
examined,  but  not  with  this  particular  object  in  view.  Exhibit  7  shows,  as 
I  have  said,  the  gallons  produced,  the  average  cost,  and  the  profit  or  loss  at 
each  distillery  and  for  the  whole  country.  Exhibit  8  shows  the  sales  of  product 
by  months. 

Exhibit  8. — Comparative  statement  of  sales  by  months  for  the  fiscal  years  ending 

March  31,  1889,  1890,  1891,  189S,  1893,  1894,  and  1895. 


Year  endingr  March  31— 


1889 

1890 

1891 

1898 

1893 

1894 

1895 

Total 


Axiril. 


2.851. 
2,803, 

3, 175. 
3,963, 
2.816. 
1,839, 


562.96 
991.00 
935.34 
(158.99 
127.81 
194.62 
080.44 


20,674,950.18 


Hay. 


3,066, 
3.214, 
3,990, 
2.887, 
3,789. 
2,623. 
2,(104. 


291.97 
901.00 
639.44 
275.08 
601.66 
336  62 
595.54 


21,590.641.31 


Jane. 


2, 787. 
3.245. 
3, 149, 
3.060. 
2,536. 
2,386. 


226.53 
2a).  00 
621.78 
8(».S6 
451.46 
589.87 
045.22 


]9,376,9(J3.42 


July. 


2,392, 
3,048, 
3,555. 
3,255, 
2.935, 
2.130, 
2.412. 


344.48 
064.00 
995.60 
730.30 
453.81 
943.25 
095.42 


19.rd0,626.95 


August. 


2,620, 
3,400, 
3,548, 
3.414, 
3,507, 
1,746, 
2,877, 


704.64 
44a  00 
078.00 
721.64 
063.86 
623.40 
184.13 


21,216.763.60 


Tear  ending  March  31— 


1889 

1800 

1801 

1892 

1803 

1804 

1805 

Total 


September. 


3.054. 
3,282, 
3,505, 
3.820, 
4.048, 
2.720. 
260. 


483.00 
149.00 
510.32 
804.65 
458.21 
478.53 
727.01 


20,791,610.?^ 


October 


3,678, 
4.191, 
4.016, 
4,378, 
4.520. 
3,516, 
936, 


530.00 
150  00 
i;».96 
478.88 
890.90 
508.64 
402.89 


25,247,101.27 


November. 


2,920, 
4,200, 
u.  849, 
4,256. 
5.078, 
3,531. 
1.882, 


040.24 
894.00 
157.09 
375.40 
353.39 
408.75 
428,04 


25,718,662.81 


December, 


2,886,944.00 
3.809,672.00 
4.446,351.30 
4, 878.  JOS.  65 
5,286,000.35 
8,426,975.66 
1,806,869.02 


26,670,214.88 


Tear  ending  Mai*cb  31— 


1880 

1800 

1891 

1892 

1893 

1804 

1895 

Total 


January. 


4,473. 
3,420, 
3,768, 
4,170, 
2,604, 
2,947, 
1.828, 


782.00 
275.00 
572.76 
580.78 
454.33 
482.43 
037.18 


23,206,193.48 


February. 


2.975, 
3,206, 
8,311, 
4.102, 
3,089, 
3,347, 
2,291, 


875.00 
532.00 
016.50 
098.15 
532.63 
305.45 
156.62 


22,276,410.44 


March. 


3,016, 
3.276, 
3,887. 
4, 172; 
3,306. 
2,386, 
1,434, 


346.45 
935.00 
462.42 
327.84 
286.96 
306.58 
104.84 


21,450,722.09 


Total. 


35,867. 
40,832, 
44,738, 
45,661, 
45,067, 
83,706, 
22,072, 


211.20 
220.00 
171.  n 
717.92 
634.37 
150.70 
685.25 


267,067,791.24 
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Exhibit  9  shows  the  statistics  of  the  Internal-Revenue  Department  as  to  the 
nnmber  of  proof  gallons  of  whisky  urodnced  in  the  country.  Below  that  is  a 
statement  of  the  number  of  gallons  oi  spirits  and  alcohol,  and  a  small  amount  of 
^whisky  and  gin,  that  were  produced  by  tne  Distilling  and  Cattle  Feeding  Ck>mpany 
during  the  same  years.  I  call  your  special  attention,  however,  to  the  fact  that  the 
statisncs  of  the  Internal-Revenue  Department  are  not  simply  for  spirits  and 
alcohol,  but  cover  everything  that  can  be  classed  under  the  head  of  whisky  or 
alcohol,  namely,  all  the  Kentucky  bourbons,  Pennsylvania  ryes,  fruit  brandies, 
and  every  form  of  liquor  that  was  covered  by  the  90-cent  and  $1.10  tax.  Eidiibit 
9  is  worthy  of  your  consideration.  This  exhibit  shows  the  bushels  of  grain  used 
during  1890. 1891, 1892, 1893,  and  1894,  a  total  of  126,787,596,  of  which  there  was  used 
by  the  Distilling  and  Cattle  Feeding  Company  45,804,333;  and  the  total  gallons 
produced,  548,492,834,  of  which  there  was  produced  by  the  DistillinK  and  Cattle 
Feeding  Company  214,597,314.  The  average  yield  per  bushel  of  the  whole  is 
4.326.  The  average  yield  of  the  Distilling  and  Cattle  Feeding  Company's  dis- 
tiUeries  is  4.685. 

Exhibit  9. 

1.  Comparative  statement  of  material  used  and  spirits  prodrieed  in  the  United 
States  during  the  fiscal  years  ending  June  SO,  1890, 1891,  189^,  189S,  and  1894,  as 
per  report  of  Commissioner  of  Internal  Revenue,  1894^ 


Tears. 


18B0 

18B1 

isas 

1860 

1804 

Total 


Bushels 
used. 


26.347.641 
26.480,827 
89.090.400 
19, 716. 818 


126,787,606 


Gkillons 
produced. 


107,618.120 
114.176,077 
112.812,723 
126,545,017 
87,340.807 


548,402,884 


Yield  per 
bushel. 


4.270 
4.838 

4.857 
4.860 
4.420 


4.886 


A  report  showing  the  increase  in  yield  by  modem  methods  as  compared  with 
earlier  and  more  primitive  methods  in  the  seventies — 1870  to  1880 — is  asked  for. 
The  distilleries  calculated  their  yields  in  quarts  of  high  wines  at  that  time.  Twelve 
to  14  quarts  was  a  good  yield,  meaning  3  to  3 4  gallons.  At  the  time  of  the  organi- 
zation of  the  Distilling  and  Cattle  Feeding  Company  they  were  making  a  finish 
yield  of  4.75,  or  a  yield  in  high  wines  of  4.90,  meaning  4.9  gallons.  The  finish  yield 
now  is,  perhap^,  4.90,  and  the  yield  in  hi^h  wines  5.05  gallons.  Since  the  organi- 
zation of  the  Distilling  and  Cattle  Feeding  Company  there  has  been  little  gain, 
except  by  the  use  of  copper  in  all  parts  of  the  distillery  in  place  of  the  old  wooden 
tubs. 

2.  Comparative  statement  of  material  used  and  spirits  produced  by  the  DistiUing 
and  Cattle  Feeing  Company  during  fiscal  years  ending  March  31,  1890,  1891  ^ 
1892,  1898,  and  1894. 


Tears. 


1800 

1801 

1802 

1803 

1804 

Total 


Bushels 
used. 


8,481.009 
10.012,421 

9,858,873 
11,025,683 

6,425.657 


45.804,333 


Gkillons 
produced. 


39,662,738 
47,140,012 
45,500,884 
51.774,838 
30,510,848 


214.507,314 


Yield  pel 
bushel. 


4.67S 
4.700 
4.616 
4.696 

4.748 


4.686 


Q.  During  that  time  the  Distilling  and  Cattle  Feeding  Company  was  producing 
considerably  less  than  half  of  the  total  output  of  the  country,  was  it  not?~A. 
Tes;  less  than  half  of  the  entire  output;  but  that  Government  statement  covers 
the  whisky,  which  they  were  not  manufacturing.  It  does  not  show  their  propor- 
tion of  the  spirits  and  alcohol. 
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PROFITS  OF  THE  DISTILLING  AND  CATTLE  FBBDINO  COMPAN7. 

Q.  Can  you  give  us  their  percentage  of  the  production  of  spirits  and  alcohol? — 
A.  I  have  nothing  here  that  shows  what  the  i)ercenta^  is.  Exhibit  lO,  which  I 
present  here,  gives  the  dividends  paid  by  the  Distilling  and  Cattle  Feeding 
Company: 

Exhibit  10. — Dividends  paid  on  outstanding  stock. 


April  1, 1890,  to  March  31, 1891. 
April  1, 1891,  to  March  31,  1892. 
April  1, 1892,  to  March  31, 1893. 


Amomit. 


$1,380,053.^ 

1,880,022.25 

874,876.30 


Per  cent. 


4 
2* 


In  the  beginning  these  were  monthlv  dividends.  Later  they  were  qiarterly 
dividends,  all  profits  being  declared  in  the  nature  of  dividends,  and  no  rcKiistnbu- 
tion  being  made  to  former  owners,  dividends  being  on  outstanding  stock.  Later, 
instead  of  declaring  dividends,  thev  purchased  property;  about  $4,000,000  was 
invested  in  distilleries.  These  profits  were  invested  in  the  distilleries  which  I 
have  already  mentioned,  in  answer  to  a  former  question,  as  being  purchased,  viz: 
Riverdale,  $300,000;  Calumet,  $500,000;  Shufeldt,  $1,600,000;  Star  and  Crescent, 
$700,000;  Central,  $850,000,  and  Nebraska  City,  $425,000.  The  distilleries  in 
Peoria,  and  certain  of  the  better  properties,  were  enlarged  and  kept  up. 

I  know  of  no  charge  for  the  annual  depreciation.  The  plants  whicm  were  not 
used  were  dismantled  and  the  buildings  disposed  of  to  the  best  advantage  possi- 
ble. The  supreme  court  of  Illinois  declared  the  organization  of  the  Instilling 
and  Cattle  Feeding  Company  a  trust. 

Q.  (By  Mr.  Jenks.)  Were  these  distilleries  on  ground  owned  by  the  trust  or 
company,  or  were  they  all  on  leased  ground? — ^A.  They  were  nearly  all  on  leased 

§  round.  Their  plan  of  ox)eration,  in  substance,  was  to  acquire  ownership  of  the 
uildings,  and  lease  the  ground  for  a  term  of  20  to  25  years,  for  which  they  paid 
rent  at  the  rate  of  6  per  cent  on  an  estimated  value  of  the  ground,  which  was 
revised  every  5  years. 

Q.  Did  they  continue  to  pay  rent  on  the  ground  after  the  distilleries  were  dis- 
mantled?— A.  Yes;  they  paid  that  until  after  the  receivership.  Soon  after  that  I 
applied  for  and  obtained  an  order  from  the  court  to  abandon  those  properties,  or 
a  large  number  of  them;  they  had  no  value. 

Q.  (By  Mr.  Phillips.)  What  became  of  the  ground?— A.  It  reverted  to  the 
owners  of  the  fee. 

Q.  Original  owners? — ^A.  The  original  owners  of  the  fee.  Then  tjiere  were 
claims  set  up  for  the  rent  of  the  ground  during  the  remainder  of  the  period  of  the 
lease;  and  I  think  one,  at  least,  or  two  of  those  claims  are  still  landing.  That 
demand  was  resisted  on  the  ^ound  that  the  contract  was  void,  being  in  violation 
of  the  trust  laws  and  a  restriction  of  trade.  That  was  my  answer  in  those  cases, 
and  they  have  not  yet  come  to  an  official  issue  in  the  courts  on  any  one  of  them. 

COURT  DECISION  ON  THE  DISTILLING  AND  CATTLE  FEEDINQ  COMPANY. 

Q.  (By  Mr.  Jenks.)  Did  the  court  of  Illinois  decide  that  this  company  was  an 
illegal  combination? — ^A.  It  did.  I  have  the  case  right  here,  and  will  refer  to  it. 
Distilling  and  Cattle  Feeding  Company  v.  People,  156  Illinois,  448.  In  the  organ- 
ization of.  the  Distilling  and  Cattle  Feeding  Company  it  was  sought  to  evade  tne 
law  which  was  infringed  by  the  Distillers  and  Cattle  Feeders*  Trust,  whereby  a 
number  of  distilleries  put  their  stock  into  the  trust,  or  rather  put  their  stock  into 
the  hands  of  trustees  and  took  the  certificates  of  those  trustees  instead  of  their 
stock.  Finding  that  that  was  in  violation  of  the  law,  they  then  adopted  another 
method,  and  organized  acorx)oration  under  the  general  law  of  Illinois.  The  Dis- 
tilling and  Cattle  Feeding  Company  bought  these  properties,  taking  stock  for  the 
purpose;  that  is,  there  were  $35,000,000  of  certificates  of  the  trustees  of  the  Dis- 
tillers and  Cattle  Feeders'  Trust  that  were  converted  into  $35,000,000  of  stock  of 
the  Distilling  and  Cattle  Feeding  Company.  The  point  is  made  that  the  new 
effort  to  form  a  trust  was  faulty,  because  they  took  stock  instead  of  money.  As 
I  understand  it,  they  now  make  new  corx)orations  and  buy  outright  plants  of  old 
corporations  by  selling  the  stock  of  the  new.  I  do  not  see  a  particle  of  difference 
between  the  one  and  tne  other. 

Q.  (By  Mr.  Jenks.)  What  was  done  in  this  special  case?  Was  a  share  of  stock 
issued  for  each  trust  certificate  that  was  delivered? — A.  Yes. 
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S.  Simply  an  exchange  of  one  for  the  other? — A.  Yes;  of  one  for  the  other, 
ar  for  dollar. 

O.  Then  the  trustees  who  had  been  elected  by  the  certificate  holders  were 
reelected  by  the  new  stockholders  as  directors  of  the  new  company?— A.  They 
'were  substantially  the  sam^  set  of  men,  though  there  may  have  been  a  few 
changes.  In  a  word,  the  Distillers  and  Cattle  Feeders*  Tmst  converted  itself 
into  a  corporation,  known  as  the  Distilling  and  Cattle  Feeding  Company,  by  get- 
ting articles  of  incorporation  and  getting  stock  in  that  corporation  m  lieu  of  the 
old  tmst  certificates. 

Q.  (By  Mr.  Phillips.)  Was  that  decided  to  be  illegal?— A.  Yes.  The  main 
question,  however,  is  not,that;  it  is  the  attempt  to  control  the  trade  of  the  country; 
in  other  words,  the  cornering  of  the  market,  the  reaching  out  beyond  the  legiti- 
mate limits  of  one  manufacturing  enterprise. 

Q.  (By  Mr.  Jenks.)  Was  the  decision  made  under  a  special  trust  law  of  niinois 
or  the  common-law  doctrine  of  restriction  of  trade? — ^A.  The  trust  law  of  Illinois. 
It  was  a  proceeding  in  quo  warranto,  a  judgment  of  ouster;  judgpa:ient  was  ren- 
dered by  the  circuit  court  and  an  appeal  was  taken  to  the  supreme  court.  Pend- 
ing that  appeal  a  bill  was  filed  b  v  the  officers  of  the  company  for  the  appointment 
of  a  receiver,  on  the  ground  of  the  insolvency  of  the  company,  its  inability  to  pay 
its  debts,  and  the  insufficiency  of  its  assets.  It  is  not  clear  that  they  were  rely- 
ing upon  the  fact  that  it  manifestly  would  have  been  unable  to  meet  its  obliga- 
tigns  when  due.  If  it  had  been  closed  up  under  an^  other  process  than  it  was, 
the  assets  would  have  been  insufficient  to  meet  the  obbgations;  but,  as  I  will  show 
later,  tiie  assets  proved  abundant. 

WHAT  WOULD  BE  THE  POSITION  OP  OTHER  TRUSTS  IN  ILLINOIS. 

Q.  (By  Mr.  Phillips.)  Would  such  cor];)orations  as  are  now  being  made,  and 
have  oeen  for  the  last  year  or  more  in  New  Jersey,  in  your  opinion  be  declared 
illegal  under  the  trust  law  of  Illinois? — A.  I  think  they  would  not  stand  the  test 
of  the  trust  law  of  Illinois;  and  I  do  not  think  the  expedient  resorted  to  in  pay- 
ing for  stock  in  money  would  help  them  a  particle;  I  think  they  are  all  illegal. 

Q.  Under  your  law? — A.  Under  the  laws  of  Illinois.  It  is  merely  a  question  of 
pusning  the  cases  to  a  final  decision  before  our  courts.  They  are  all  in  contra- 
vention of  the  law.  I  am  of  the  opinion  that  they  would  be  illegal,  irrespective 
of  the  statute,  at  common  law. 

Q.  Is  it  your  opinion  that  the  Sugar  Trust  and  the  Standard  Oil  Trust  would 
be  declared  illegal  under  the  Illinois  ttust  law? — A.  I  do  not  know  enough  about 
either  of  them  to  pass  an  opinion;  but  from  the  general  feeling  as  to  the  way  they 
are  ox)erated,  I  should  say  they  would.  It  would  be  too  much  to  venture  an 
opinion  upon  a  state  of  facts  that  I  do  not  know. 

Q.  (By  Representative  Livingston,)  How  would  these  trusts  of  which  you 
have  been  speaking  stand  under  the  Sherman  law;  would  it  cover  them? — ^A.  I 
think  it  would,  but  of  course  only  such  of  them  as  come  under  Federal  jurisdic- 
tion. I  think  it  is  more  a  matter  of  the  enforcement  of  the  law  than  the  making 
of  the  law. 

ALL  TRUSTS  NOT  DANGEROUS. 

Nevertheless,  I  do  not  regard  all  of  these  industrial  trusts  as  dangerous,  as 
some  people  do,  because  I  do  not  think  it  is  possible  for  them  to  exist  and  hold 
up  prices  for  any  long  period  of  time,  as  in  the  case  of  this  distilling  company, 
and  as  it  would  be  in  any  enterprise  that  can  be  started  with  a  small  amount 
of  capital.  As  I  said  to  you  awhile  ago,  they  may  start  a  trust  and  buy  up  a 
hundred  or  two  hundred  distilleries  or  factories  in  any  other  industry,  but  the 
only  way  they  can  keep  them  in  operation  is  by  keeping  the  cost  of  production 
below  what  it  can  be  kept  by  small  concerns.  The  moment  they  reach  out  for 
more  than  a  reasonable  profit  on  the  cost  of  production,  that  moment  other  plants 
will  be  created  faster  than  any  trust  can  buy  them  up.  I  brought  out  in  my  state- 
ment this  morning  the  exceptional  advantages  of  Peoria.  There  is  one  12,000- 
bushel  distillerjr  there — ^the  Great  Western,  tne  new  distillery.  They  can  mash 
and  put  in  spirits  every  day,  when  running  at  full  capacity,  12,000  bushels  of 
grain. 

S.  (By  Representative  Otjen.^  About  50,000  gallons?— A.  Nominally  60,000 
_  ons,  or  a  trifle  under.  When  it  comes  out  of  the  still  it  is  higher  than  when  it 
goes  into  the  barrel;  there  is  a  considerable  loss.  My  opinion  is  that  they  can  pat 
distilleries  at  Peoria  and  absolutely  control  the  spirit  market  of  America,  and,  bar- 
ring discriminating  customs  laws,  of  the  world,  by  cheapening  the  product;  but 
they  can  not  do  it  By  cornering  the  market  and  raising  the  price. 
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Q.  (By  Mr.  Jenks.)  Do  the  several  corporations  which  have  sold  their  entire 
properties  to  the  central,  or  so-called  trust  corporation,  remain  in  existence? — ^A. 
Do  you  mean  all  the  old  corporations? 

Q.  Yes. — A.  Some  of  them  remain  in  existence,  but  many  of  them  have  died 
out,  and  are  forgotten.  Some  of  them  held  their  organization  until  along  toward 
the  last. 

RELATIONS  BETWEEN  THE  TRUST   AND  THE  COMPANIES  ENTERING   INTO  IT. 

Q,  Was  that  under  the  trust  form?— A.  Yes,  under  the  trust  form.  The  prop- 
erty yet  owned  in  these  companies,  or  most  of  them  at  least,  that  I  now  think  of 
(my  memory  does  not  serve  me  just  at  this  moment,  for  it  is  some  time  since  I 
have  been  working  on  these  details) ,  became  part  of  the  Distilling  and  Cattle 
Feeding  Company's  property.  The  buildings  alone  belonged  to  the  company  and 
stood  on  leased  ground.  The  owners  of  the  fee  were  generally  the  owners  of  the 
old  plant.  They  continued  to  receive  their  rental.  Now,  in  case  of  some  of  the 
old  plants,  one  that  I  have  in  mind  in  particular,  there  was  a  purchase  of  the 
buildings  and  a  rental  of  the  ground,  and  then  a  rerental  of  the  buildings  back  to 
the  original  owners.  That  is  a  little  complicated;  let  me  give  it  to  you  again. 
Suppose  A  and  B  owned  a  piece  of  land  with  a  distillery  upon  it.  The  Distilling 
ana  Cattle  Feeding  Company  bought  the  buildings  ana  machinery  for,  say, 
$250,000.  They  had  a  lease  upon  the  ground  for  25  years,  the  usual  lease.  They 
then  leased  the  buildings  back  to  A  and  B,  the  original  owners,  for  $1  a  year,  in 
the  meantime  paying  the  annual  rental  on  the  ground  of,  say,  $2,000 — I  do  not 
remember  what  the  amount  was,  but  it  was  not  less  than  that--in  quarterly 
installments,  but  getting  a  dollar.  In  the  lease  of  the  buildings  back  to  the  orig- 
inal owners  there  was  a  stipulation  that  it  should  be  used  only  for  a  specific 
puriwse. 

Q.  (By  Mr.  Phillips.  )  Was  the  specific  purpose  not  to  distill?— A.  Well,  in  the 
case  I  refer  to,  to  distill  only  rye  whisky. 

Q,  (By  Mr.  Jenks.)  That  is,  not  to  come  into  competition? — A.  Yes;  not  to 
come  into  competition.  To  be  ezxjlicit,  it  was  the  Clark  Distillery  at  Peoria. 
After  awhile,  and  during  my  administration  of  the  trust,  the  Clark  Distillery,  in 
tiie  hands  of  the  original  owners,  then  the  lessees,  did  start  to  make  spirits  and  I  at 
once  applied  for  a  restraining  order  upon  them,  held  them  up,  and  refused  to  pay 
them  any  more  rent.    We  have  not  got  that  thing  quite  satisfactorily  adjusted  yet. 

Q.  Was  the  restraining  order  granted? — A.  Certainly. 

Q.  Did  it  stop  them  for  the  time  being? — A.  Yes;  because  they  had  rented  it  for 
a  sx)ecific  purpose.  The  order  still  stands.  We  have  not  either  of  us  come  to  a 
square  issue  before  the  court,  because  we  are  not  certain  on  either  side  where  we 
will  land. 

<^.  Can  you  give  further  particulars  regarding  the  work  of  the  original  organi- 
zation and  its  effects? — A.  The  original  organization  made  contracts  with  the 
owners  of  the  various  distilling  properties.  Teasing  the  ground  on  which  the  dis- 
tillery stood,  and  making  a  practical  purchase  of  the  building.  They  also  con- 
tracted with  the  owners  to  pay  them,  as  managers,  certain  sums  in  salaries  for 
6  years.  At  the  end  of  5  years,  which  came  atter  the  organization  of  the  Distil- 
ling and  Cattle  Feeding  Company,  the  majority  of  these  contracts  were  discon- 
tinued. The  rentals  were  dependent  upon  the  value  of  the  land,  which  was  fixed 
by  a  commission  of  3  at  the  end  of  each  5  years. 

plan  of  organization  of  the  distilling  and  cattle  feeding  company. 

I  offer  you  here  Exhibit  11,  which  is  the  articles  of  incorporation,  bill  of  sale, 
and  the  by-laws  of  the  Distilling  and  Cattle  Feeding  Company,  covering  some 
points  that  may  be  interesting  to  you. 

Exhibit  11. 

application  for  license. 

State  of  Illinois,  Peoria  County ,  ««. 

Isaac  N.  Pearson,  Secretary  of  State: 

We,  the  undersigned,  Joseph  B.  Greenhut,  Adolph  Woolner,  and  Georc^  J. 
Gibson,  propose  to  form  a  corporation  under  an  act  of  the  general  assembly  of 
the  State  of  Illinois,  entitled  **An  act  concerning  corporations,"  approved  April 
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18, 1873,  and  all  acts  amendatory  thereof,  and  for  the  purpose  of  snch  organization 
"we  hereby  state  as  follows,  to  wit: 

1.  The  name  of  snch  coiporation  is,  DistiUing  and  Cattle  Feeding  Company. 

2.  The  object  for  which  it  is  formed  is  to  carry  on  a  ^neral  business  of  distil- 
ling, redistillii^,  and  rectifying  high  wines,  sJcohol,  spirits,  gins,  and  whiskies  of 
every  kind  and  description,  and  deal  in  the  same,  in  the  State  of  Illinois  and 
elsewhere,  and  owning  the  property  necessary  for  that  purpose;  also  to  engage  in 
feeding  and  dealing  in  cattle  and  other  live  stock;  also  malting,  dealing  in  malt, 
and  doing  any  other  business  incident  to  the  main  purpose  of  this  corporation. 

3.  The  capital  stock  shall  be  $85,000,000. 

4.  The  amount  of  each  share  is  $100. 

5.  The  number  of  shares,  350,000 

6.  The  location  of  the  principal  office  is  in  Peoria,  in  the  county  of  Peoria,  State 
of  Illinois. 

7.  The  duration  of  the  corporation  shall  be  ninety-nine  years. 

Joseph  B.  Greenhut. 
Adolph  Woolner. 
George  J.  Gibson. 

State  of  Illinois,  County  of  Peoria,  as: 

I,  J.  S.  Stevens,  a  notary  public  in  and  for  the  county  and  State  aforesaid,  do 
hereby  certify  that  on  the  30th  day  of  January,  A.  D.  1890,  personally  appeared 
before  me  Joseph  B.  Greenhut,  Adolph  Woolner,  and  George  J.  Gibson j  to  me 
personally  known  to  be  the  same  persons  who  executed  the  foregoing  statement, 
and  severally  acknowledged  that  they  executed  the  same  for  the  purposes  therein 
set  forth. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  seal  the  day  and  year 
above  written. 

[SEAL.]  J.  S.  Stevens,  Notary  Public, 

LICENSE. 

State  of  Illinois,  department  of  state,  Isaac  N.Pearson,  secretary  of  state,  to  all 
to  whom  these  presents  shall  come,  greeting: 

Whereas  it  being  prox>o6ed  by  the  persons  hereinafter  named  to  form  a  corpora 
tion  under  an  act  oi  the  general  assemblv  of  the  State  of  Illinois,  entitled  '*An 
act  concerning  corporations,"  approved  April  18, 1872,  in  force  July  1,  1872,  and 
the  amendments  thereto,  the  object  and  parx)oses  of  which  corporation  are  set 
forth  in  a  statement  dulv  signed  and  acKnowledged  according  to  law,  and  this 
day  filed  in  the  office  of  the  secretary  of  state: 

Now,  therefore,  I,  Isaac  N.  Pearson,  secretary  of  state  of  the  State  of  Illinois,  by 
virtue  of  the  power  vested  in  and  the  duties  imposed  upon  me  by  law,  do  hereby 
authorize,  empower,  and  license  Joseph  B.  Greenhut,  Adolph  Woolner,  and  George 
J.  Gibson,  the  persons  whose  names  are  sigped  to  the  before-mentioned  statement 
as  commissioners,  to  open  books  for  subscription  to  the  capital  stock  of  Distilling 
and  Cattle  Feeding  Company,  such  being  the  name  of  the  proposed  corporation  as 
contained  in  the  statement,  at  such  times  and  places  as  the  said  commissioners 
may  determine. 

In  testimony  whereof  I  hereto  set  my  hand  and  cause  to  be  affixed  the  great 
seal  of  state.  Done  at  the  city  of  Springfield  this  31  st  day  of  January  in  the 
year  of  our  Lord  1890,  and  of  the  Independence  of  the  United  States  the  one  hun- 
dred and  fourteenth. 

I.  N.  Pearson,  Secretary  of  State. 

SUBSCRIPTION  OP  STOCK. 

Isaac  N.  Pearson,  Secretary  of  the  State  of  Illinois : 

The  commissioners  duly  authorized  to  open  books  of  subscription  to  the  capital 
stock  of  Distilling  and  Cattle  Feeding  Company,  pursuant  to  license  heretofore 
issued,  bearing  &te  the  31st  day  of  January,  A.  D.  1890,  do  hereby  report  that 
fchey  opened  books  of  subscription  to  the  capital  stock  of  said  company  and  that 
the  said  stock  was  fully  subscribed;  that  the  following  is  a  true  copy  of  such  sub- 
scription, viz: 

We  the  undersigned,  hereby  severally  subscribe  for  the  number  of  shares  set 
opposite  onr  respective  names  to  the  capital  stock  of  Distilling  and  Cattle  Feeding 
Company,  and  we  severally  agree  to  pay  the  said  company  for  each  share  the  sum 
of  $100,  as  the  same  shall  be  called  for. 
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Names. 


Joeeph  B.  Greenhnt 
Warren  H.  Coming 
WUlianoi  N.  Hobart. 
Lewis  H.  Qreene  . . . 
H.L.  Terrell 


Shares. 


43,750 
43,750 
43.750 
43,760 
43.760 


Amoant. 


$4,376,000 
4,376,000 
4,376,000 
4,876,000 
4,376,000 


Names. 


Adolph  Woolner . . . 
Peter  J.  Hennessy  . 

Nelson  Morris 

Henry  M.  Kingman 


Shares. 


43,750 

43,660 

43,360 

500 


Amount. 


$4,375,000 

4,385,U0O 

4.336,000 

50,000 


ELECTION  OP  DIRECTORS. 

That  on  the  11th  day  of  February,  A.  D.  1890,  at  207  North  Jefferson  avenue, 
Peoria,  HI.,  at  the  hour  of  10  o'clock  a.  m.,  they  convened  a  meeting  of  the  sub- 
scribers aforesaid,  pursuant  to  notice  required  by  law,  which  said  notice  was 
deposited  in  the  post-office,  properlv  addressed  to  each  subscriber,  10  days  before 
the  time  fixed  therein,  a  copy  oi  which  notice  is  as  follows,  to-wlt : 

To : 


You  are  hereby  notified  that  the  capital  stock  of  Distilling  and  Cattle  Feeding 
Companvhas  been  fully  subscribed,  and  that  a  meeting  of  the  subscribers  of  such 
stock  will  be  held  at  207  North  Jefferson  avenue,  Peoria,  III.,  on  the  11th  dav  of 
February,  A.  D.  1890,  at  10  o^clock  a.  m.,  for  the  purpose  of  electing  a  board  of 
directors  for  said  company,  and  for  the  transaction  of  such  other  business  as  may 
be  deemed  necessary. 

Joseph  B.  Greenhut, 
Adolph  Woolner, 
Georqe  J.  Gibson, 

Commissioners, 

That  said  subscribers  met  at  the  time  and  place  in  said  notice  specified,  and 
proceeded  to  elect  directors,  and  that  the  following  persons  were  duly  elected 
for  the  term  of  one  year,  viz : 

Joseph  B.  Greenhut,  Warren  H.  Coming,  Wm.  N.  Hobart,  Lewis  H.  Greene,  H. 
L.  Terrell,  Adolph  Woolner,  Peter  J.  Hennessy,  Nelson  Morris,  H.  M.  Kingman. 

Joseph  B.  Greenhut, 
Adolph  Woolner, 
George  J.  Gibson, 

Commissioners. 

State  of  Illinois,  County  of  Peoria,  ss: 

On  this  11th  day  of  February,  A.  D.  1890,  personally  appeared  before  me,  a 
notary  public  in  and  for  said  county,  in  said  State,  Joseph  B.  Greenhut,  Adolph 
Woolner,  and  George  J.  Gibson  and  made  oath  that  the  foregoing  report  by 
them  subscribed  is  true  in  substance  and  in  fact. 

[seal.]  N.  E.  D.  Huggins,  Notary  Public. 

State  op  Illinois,  Peoria  County,  ss : 

I,  Francis  G.  Minor,  clerk  of  the  circuit  court  in  and  for  the  county  of  Peoria, 
and  State  of  Illinois,  and  ex-officio  recorder  of  deeds  in  said  county,  do  hereby  cer- 
tify that  the  annexed  instrument  was  filed  for  record  in  my  office  on  the  12th  day 
of  February,  A.  D.  1890,  at  9.19  o'clock  a.  m.,  and  has  been  duly  recorded  in 
book  3  on  page  64,  in  said  recorder's  office. 

In  witness  whereof,  I  have  hereunto  set  my  hand  at  my  office  in  Peoria,  the 
day  and  year  above  written. 

F.  G.  Minor,  Clerk  and  Recorder. 
By  J.  P.  DuRKiN,  Deputy. 

CHARTER. 


state  of  Illinois,  Department  of  State,  Isaac  N.  Pearson,  Secretary  of  State,  To 
all  to  whom  these  presents  shall  come,  Greeting : 

Whereas  a  statement,  duly  signed  and  acknowledged,  has  been  filed  in  the 
office  of  the  Secretary  of  State  on  the  81st  day  of  January,  A.  D.  1890,  for  the 
organization  of  the  Distilling  and  Cattle  Feeding  Company,  under  and  in  accord- 
ance with  the  provisions  of  **An  act  concerning  corporations,"  approved  April 
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18, 1872,  and  in  force  Julv  1 ,  1872,  and  all  acts  amendatory  thereof ,  a  copy  of  which 
statement  is  hereto  attacned;  and, 

Whereas  a  license  has  been  issued  to  Joseph  B.  Greenhut,  Adolph  Woolner, 
and  Cleorge  J.Gibson  as  commissioners,  to  open  books  for  subscription  to  the 
capital  stock  of  the  said  company;  and. 

Whereas  the  said  commissioners  have,  on  the  11th  dav  of  February,  A.  D.  18d0, 
filed  in  the  office  of  the  secretary  of  state  a  report  of  their  proceedings  under 
said  license,  a  copy  of  which  report  is  hereto  attached; 

Now,  therefore,  I,  Isaac  N.  Pearson,  secretary  of  state  of  the  State  of  Illinois, 
by  virtue  of  the  powers  vested  in  me  by  law,  do  hereby  certify  that  the  said  Dis- 
tilling and  Cattle  Feeding  Company  is  a  legaUy  organized  corporation  tinder  the 
laws  of  this  State. 

In  testimony  whereof  I  hereunto  set  my  hand  and  cause  to  be  affixed  the  great 
seal  of  State.  Done  at  the  city  of  Springfield  this  11th  day  of  February,  in  the 
vear  of  our  Lord  1899  and  of  the  Independence  of  the  United  States  the  one 
nondred  and  fourteenth. 

I.  N.  Pearson,  Secretary  of  State. 

This  is  to  certify  that  the  articles  of  incorporation  of  the  Distilling  and  Cattle 
Feeding  Company  (capital  stock  $35,000,000)  was  filed  for  record  in  my  office  on 
the  12th  dAj  of  February,  A.  D.  1890,  at  9.19  o*clock  a.  m.,  and  was  duly  recorded 
in  corporation  record,  volume  3,  page  65,  official  records  of  Peoria  County,  State 
of  Illinois. 

Dated  at  Peoria  this  7th  day  of  November,  A.  D.  1994. 

[seal.]  John  Johnston,  County  Recorder. 

BILL.  OF  SALE. 

Whereas  the  holders  of  certificates  of  the  Distillers  and  Cattle  Feeders*  Trust 
did,  by  resolution,  on  the  11th  day  of  Februarv,  A.  D.  1890,  authorize  and  empower 
the  trustees  of  said  Distillers  and  Cattle  Feeders'  Trust,  on  certain  conditions,  to 
sell,  assign,  convey,  transfer,  and  set  over  to  the  Distilling  and  Cattle  Feeding 
Company,  a  corporation  organized  under  the  laws  of  the  State  of  Illinois,  all  the 
property,  real,  personal,  ana  mixed,  of  every  nature,  kind,  and  description,  and  all 
moneys  and  bills  receivable  belonging  to  or  under  the  control  or  in  the  hsuids  of 
said  trustees; 

Now,  therefore,  in  compliance  with  the  direction  of  said  certificate  holders,  and 
in  consideration  of  the  receipt  of  $35,000,000  of  the  capital  stock  of  the  Distilling 
and  Cattle  Feeding  Company,  the  receipt  whereof  is  hereby  acknowledged,  we, 
J.  B.  Greenhut,  Adolph  Woolner,  P.  J.  Hennessy,  H.  M.  Kingman,  Nelson  Mor- 
ris, W.  H.  Coming,  L.  H.  Greene,  H.  L.  Terrell,  and  W.  N.  Etobart,  trustees  of 
the  Distillers  and  Cattle  Feeders*  Trust,  do  hereby  sell,  assign,  convey,  transfer, 
and  set  over  to  the  Distilling  and  Cattle  Feeding  Company,  its  successors  and 
assies,  all  our  right,  title,  and  interest  in  and  to  all  property  of  every  nature, 
kind,  and  description  in  our  possession  or  under  our  control  as  trustees  as  aforesaid, 
and  we  also  hereby  a^ee  to  see  that  the  various  corporations  holding  the  property 
represented  in  the  Distillers  and  Cattle  Feeders'  Trust  and  interested  therein 
legally  and  properly  convey  to  said  Distilling  and  Cattle  Feeding  Company  all 
the  property  of  said  corporations,  including  all  leasehold  interests,  ana  also  to 
cause  an  leases  held  by  said  various  corporations  to  be  dulv  and  properly  trans- 
ferred to  said  Distilling  and  Cattle  Feeding  Company;  and  the  said  Distilling  and 
GatUe  Feeding  Company,  in  consideration  of  the  sale,  transfer,  assignment,  and 
conveyance  of  all  the  property  aforesaid  by  the  said  trustees  and  by  the  various 
corporations  interested  in  said  Distillers  and  Cattle  Feeders'  Trust  and  repre- 
sented therein,  does  hereby  agree  and  bind  itself,  its  successors  and  assigns,  to 
assume  all  the  outstanding  contracts  of  the  trustees  aforesaid,  and  also  of  the 
various  coriwrations  conveying  property  to  said  Distilling  and  Cattle  Feeding 
Company  as  aforesaid,  and  to  see  that  they  are  faithfully  carried  out  and  executed 
to  the  same  extent  as  the  various  corporations  making  said  contracts  would  be 
required  to  do,  and  also  agree  to  accept  said  property  leases,  leasehold  interests, 
and  all  herein  required  to  oe  conveyed,  assigned,  ana  turned  over  to  said  corpora- 
tion, in  full  payment  for  all  the  capital  stock  of  the  said  Distilling  and  Cfattle 
Feeding  Company,  turning  over  to  said  trustees  an  amount  of  stock  equal  at  par 
value  to  the  amount  of  said  outstanding  certificates  of  the  Distillers  and  Cattle 
Feeders'  Trust,  and  the  balance  of  said  stock  being  retained  in  the  treasury  of 
the  said  Distilling  and  Cattle  Feeding  Company  for  such  use  as  the  stockholders 
and  directors  thereof  may  deem  for  the  best  interests  of  the  corporation. 
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In  witness  whereof  the  said  trustees  hereunto  affix  their  hands  and  seals  this 
12th  day  of  February,  A.  D.  1890,  and  the  said  Distilling  and  Cattle  Feeding  Com- 
pany, by  its  president,  hereby  duly  signs  and  executes  tliis  agreement  on  its  part 
the  day  and  year  aforesaid. 

[SKAL.]  W.  H.  Corning.  [seal. 

'seal.'  H.  L.  Terrell.  seal. 

seal.'  willlam  n.  hobart.     seal. 

'seal.'  L.  H.  Greene.  [seal. 

SEAL.] 

Distilling  &  Cattle  Fbedino  Company, 
J.  B.  Grebnhut,  President, 


J.  B.  Greenhut. 
Adolph  Woolner. 
Nelson  Morris. 
Henry  M.  EIinoman. 
P.  J.  Hennbssy. 


Attest: 

Geo.  J.  Gibson,  Secretary, 

by-laws  of  the  distilling  and  cattle  feeding  company. 

Article  1. — Meeting  of  stockholders. 

The  annual  meetings  of  the  stockholders  shall  be  at  the  office  of  the  company 
on  the  Wednesday  nearest  the  15th  day  of  April,  in  each  ^ear,  at  the  hour  of  12 
m. ,  and  on  any  subsequent  day  or  days  to  which  such  meetings  may  be  adjourned. 
At  the  first  annual  meeting  9  directors  shall  be  elected  by  ballot,  8  of  whom  shall 
be  elected  for  8  years;  3  shall  be  elected  for  2  years,  and  3  shall  be  elected  for  1 
year.  At  each  annual  meeting  thereafter,  3  directors  shall  be  elected  by  ballot, 
who  shall  continue  in  office  during  8  years,  and  until  their  successors  are  chosen 
and  Qualified.  The  term  of  office  of  each  director  shall  begin  on  the  1st  day  of 
May  following  the  date  of  the  annual  meeting. 

In  case  of  the  death,  resignation,  refusal,  or  inability  to  act  of  any  person  as 
director,  a  majority  of  the  Doard  may  fill  such  vacancy  until  the  next  annual 
meeting  of  the  stockholders,  when  the  vacancy  shall  be  filled  for  the  unexpired 
term  by  a  vote  of  the  stockholders,  separate  from  the  class  to  be  elected  at  the 
regular  election. 

The  said  election  shall  be  conducted  by  two  judges  appointed  by  the  board  of 
directors,  or  if  ^uch  appointees  are  not  present,  the  vacancy  or  vacancies  shall  be 
filled  by  the  presiding  officer  of  the  meeting.  Stockholders  shall  be  entitled  to 
one  vote  for  each  share  of  stock  held  by  them,  respectively,  upon  the  books  of  the 
company,  to  be  voted  by  the  holder  in  person,  or  by  his  or  ner  duly  authorized 
proxy  or  attorney.  All  questions  shall  be  decided  by  vote  of  a  majority  of  the 
stock  present  or  represented.  In  case  the  annual  meeting  of  holders  of  stock 
shouldnot  be  held  on  the  day  fixed  therefor,  or  should  be  finally  adjourned  with- 
out completing  the  election  of  directors,  such  election  may  be  held  subsequently 
at  a  special  meeting  of  stockholders  called  as  hereinafter  provided.  The  presi- 
dent and  board  of  mrectors  may  call  special  meetings  of  the  stockholders  oi  this 
company  at  its  general  office,  at  such  time  as  they  may  see  fit,  designating  in 
such  call  the  purpose  of  such  special  meeting.  Notice  may  be  ffiven  the  stock- 
holders by  m^  or  telegraph  10  days  before  the  time  for  the  holding  of  such 
special  meeting.  No  business  shall  be  done  at  such  special  meeting  except  such 
as  may  be  designated  in  the  call.  Special  meetings  may  also  be  called  as  pro- 
vided by  law. 

Article  2. — Officers. 

The  board  of  directors  shall  elect  from  their  number  a  president,  one  or  more 
vice-presidents,  as  they  may  determine,  and  a  treasurer.  They  shall  also  elect  a 
secretary,  who  may  or  may  not  be  of  their  number.  Such  officers  shall  be  elected 
by  ballot,  and  a  majority  shall  elect.  They  may  also  elect  or  appoint  such  officers, 
agents,  or  factors  as  they  may  deem  necessary. 

Article  3. — Meetings  of  directors. 

Regular  meetings  of  the  board  of  directors  shall  be  held  each  month,  on  such 
day  of  the  month  as  the  president  may  designate,  by  giving  notice  of  the  same 
3  days  previous  to  the  dato  of  such  meeting  by  mail  or  telegraph.  Special 
meetmgs  of  the  board  of  directors  may  be  held  upon  the  call  of  the  president,  and 
it  shalibe  his  duty  to  call  special  meetings  upon  the  rec^uest  of  4  or  more  of  the 
directors.  Written  or  printed  notice  of  all  special  meetings  of  directors,  with  a 
brief  statement  of  the  object  thereof,  shall  be  served  on  each  of  the  directors  per- 
sonally, or  by  mail  or  telegraph,  at  least  8  days  previous  to  the  time  of  meeting. 
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Article  4. — Order  of  business. 

The  order  of  bnsiness  at  all  meetings  of  the  board  of  directors  shall  be  as  fol- 
lows: (1)  Reading  minntes  of  last  meeting;  (2)  considering  all  communications 
to  the  Doard;  (3)  rexx>rts  of  officers  of  the  board:  (4)  reports  of  committees;  (5) 
unfinished  bnsiness;  (6)  original  resolutions  and  new  bnsiness. 

Article  5. — President, 

The  president  shall,  when  present,  preside  at  all  meetings  of  the  stockholders 
and  of  the  directors.  He  shall,  together  with  the  secretary,  sign  all  obligations, 
contracts,  deeds,  and  leases  in  behalf  of  the  company,  upon  the  direction  of  the 
directors  onlv.  The  president  shall  also  generally  have  the  powers  and  perform 
the  dnties  which,  by  law  and  general  usage,  appertain  to  the  office.  In  case  of 
the  abeence  or  disability  of  the  president  and  vice-presidents,  the  directors  shall 
appoint  another  one  of  their  number  to  perform  his  duties  ad  interim. 

Article  6. — Vice-president. 

In  the  event  of  the  absence  or  inability  to  serve  of  the  president,  the  vice- 
presidents  shall  i>erformallthe  duties  of  the  president,  in  the  order  of  their  desig- 
nation. 

Article  7. — Secretary. 

It  shall  be  the  duty  of  the  secretary  to  prepare  and  keep  proper  books  of  accounts 
pertaining  to  his  office,  the  stock,  certificate  and  transfer  books.  He  shall  give 
notice  of  all  the  meetings  of  the  stockholders  and  of  the  board  of  directors,  and  he 
shall  keep  records  of  the  proceedings  of  the  same.  He  shall  carefully  preserve 
and  keep  in  his  custody,  in  the  office  of  the  company,  all  letters,  contracts,  leases, 
assignments,  and  other  instruments  of  writing,  and  documents  not  properly 
belonging  to  the  office  of  the  treasurer,  and  shall  x>erform  such  other  duties  as  he 
may  b(B  charged  with  by  the  board  of  directors.  The  board  of  directors  may 
appoint  one  or  more  assistant  secretaries,  with  such  powers  and  duties  as  may  be 
fixed  by  the  board  from  time. 

Article  8. — Treasurer, 

The  treasurer  shall  keep  full  and  accurate  accounts  of  the  receipts  and  dis- 
bursements, and  take  and  preserve  vouchers  of  all  moneys  paid  out.  He  s^hall 
deposit  all  moneys  received  by  him  in  the  name  and  to  the  credit  of  the  company 
in  such  bank  or  other  place  or  places  of  deposit  as  the  br)ard  of  directors  shall 
designate,  and  for  that  purpose  shall  have  power  to  indorse  all  checks  or  other 
negotiable  paper  drawn  payable  to  his  order  or  to  the  order  of  the  companv,  and 
shall  disburse  all  the  moneys  of  the  company  received  by  him  as  directed  by  the 
board,  by  checks,  which  shall  bear  his  signature  as  treasurer  and  also  the  signa- 
ture of  the  president  or  other  officers  designated  by  the  board.  He  shall  render  a 
full  and  accurate  statement  of  the  accounts  and  of  the  financial  condition  of  the 
company  at  every  annual  meeting  of  the  stockholders  for  the  fiscal  year  next  pre- 
ceding such  meeting,  and  a  correct  summary  statement  of  the  accounts  and 
finances  at  every  regrular  meeting  of  the  board  of  directors,  and  he  shall  likewise 
produce  vouchers  and  make  special  and  complete  reports  whenever  required  to 
do  BO  by  the  board  of  directors.  He  shall  also  perform  such  other  duties  as  he 
may  be  charged  with  by  the  board  of  directors.  The  treasurer  shall  execute  a 
bond  in  the  sum  of  $100,000,  with  such  surety  as  the  directors  shall  approve,  con- 
ditioned for  the  delivery  to  the  president,  or  according  to  the  order  of  tne  board  in 
case  of  his  decease,  resignation,  or  discharge,  all  moneys,  bonds,  evidences  of 
debts,  vouchers,  accounts,  books,  writings,  and  pai)ers  belonging  to  the  company 
received  by  him  or  in  his  possession,  charge,  or  custody,  and  for  the  faithful  per- 
formance of  all  the  duties  of  his  office.  The  board  ot  directors  may  appoint  an 
assistant  treasurer,  who  shall  give  such  bond  and  shall  have  such  powers  and 
duties  as  may  be  fixed  by  said  board  from  time  to  time. 

Article  9. — Oovernment  papers. 

All  papers  required  by  the  Internal-Revenue  Department  of  the  United  States 
Gk)vemment  ma>  be  executed  in  the  name  of  the  company  by  the  president,  or 
any  of  the  vice-presidents,  secretary,  or  treasurer,  and  oy  such  other  persons  as 
may  from  time  to  time  be  designated  by  the  board  of  directors  for  that  purpose. 
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Article  lO.—Certificatea  of  stock. 

Bound  books  of  certificates  of  stock  of  the  form  and  tenor  determined  by  the 
directors  shall  be  placed  in  the  custody  of  the  secretary,  and  all  certificates  of  stock 
shall  be  signed  by  the  president  and  secretary  and  countersigned  by  the  treasurer. 

Article  11. — Transfer  of  certificates  of  stock. 

The  certificates  of  stock  shall,  upon  surrender  and  cancellation  thereof,  be 
transferred  upon  the  books  of  the  company,  at  the  request,  in  writing,  of  the 
holder  thereof  named  in  the  surrendered  certificate  or  certificates,  or  of  nis  legal 
representative,  or  of  his  attorney  duly  authorized  by  a  written  power  of  attorney 
filed  with  the  secretary  of  the  companjr. 

In  case  of  loss  or  destruction  of  a  certificate  of  stock  another  may  be  issued  in  liea 
thereof  upon  satisfactory  proof  of  such  loss  and  the  giving  of  a  satisfactory  bond 
of  indemnity.  No  certificates  shall  be  transferred  upon  the  books  of  the  company 
within  ten  aays  next  preceding  any  meeting  of  stockholders  for  the  election  of 
directors. 

Article  12. — Fiscal  year. 

The  fiscal  year  of  the  company  shall  begin  on  the  1st  day  of  April  and  terminate 
upon  the  last  day  of  March  in  each  year. 

Article  18. — Amendments, 

These  by-laws  or  any  of  them  may  be  altered,  amended,  repealed,  or  added  to 
at  any  regular  meeting  of  the  board  of  directors,  by  a  majority  of  the  board. 

Exhibit  12  is  a  list  of  the  salaries  at  the  general  offices  of  the  company.  At  the 
commencement  of  the  receivership  the  salary  of  the  president  was  $10,000  per 
year;  that  of  the  vice-president  was,  I  think,  $6,000;  the  secretary  received  $6,000, 
and  the  secretary  of  the  president,  $2,400. 

Exhibit  12. 
General  salary  account  for  March,  1896. 


Names. 


N.E.D.Huggin8 

W.  McLean 

T.E.Magee 

N.K.Beasley 

W.C.Beasley 

S.D.Reynolas 

C.A.Brons 

A.  Schoen,  one-half  month 

J.S.Higrgina 

B.  S.  Green,  one-half  month  — 

Stella  Werschutz 

O.A.Myers 

D.  Green 

A.  V.  Robins 

Carrie  M.Gill 

John  S.Stevens 

E.  S.  Easton  &  Co 

A. Werschutz 

B.Todd 

O.P.Stevenson 

B.F.Cam 

Walter  Barker,  from  March  12 

Total 


Amount. 


$876.00 

800.00 

200.00 

200.00 

125.00 

100.00 

100.00 

60.00 

100.00 

41.06 

100.00 

206.38 

100.00 

65.00 

66.87 

416.67 

60.00 

26.00 

40.00 

60.00 

60.00 

200.00 


2,973.33 


Position. 


Secretary  to  receiver. 
Supervisor  of  distilleries. 
General  bookkeeper. 
Manager  distillery  department. 
Chief  clerk  distillery  department. 
Bookkeei)er  distillery  department. 
Bookkeeper  and  telegrapn  operator. 
Bookkeeper  distillery  department. 

Do. 

Do. 
Stenographer  and  assistant  to  general  bookkeei>er. 
Manager  rebate  department. 
Chief  clerk  rebate  department. 
Clerk  rebate  department. 
Clerk  and  stenographer  rebate  department. 
General  counsel. 
Buying  grain  for  distilleries. 
Office  boy. 
Doorkeeper. 

Night  janitor  and  watchman. 
Day  janitor  and  messenger. 
Manager  for  receiver,  $300  per  month. 


Salaries  of  managers  for  March,  1895. 


Names. 


John  H.  Francis 

E.S.Easton 

H.  Schwabacher 
W.F.Wolfner.. 
J.  H.Francis,  jr. 
S.J.Woolner ... 

Jacob  Ross 

O.L.  Perm 

P.  J.Hennessy.. 
John  Biggs 

Total 


Amount. 


$300.00 
300.00 
200.00 
300.00 
3U0.0O 
200.00 
SOU.  00 
333.33 
416. 67 

aoo.oo 


Distillery. 


Monarch  Distillery. 

Manhattan  Distillery. 

Hamburg  Distillery. 

Great  "Western  Distillery. 

Woolner  Distillery. 

Star  and  Crescent  Distillery. 

Central  Distillery. 

Consolidated  Distillery. 

H.  H.  Shufeldt  &  Co.  Distillery. 

Wabash  Distillery. 


2,050.00 
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A  PLAIT  FOR  BAISING  THE  PRICE  OF  CORN. 

Exhibit  13,  which  I  think  has  a  bearing  nx>on  this  sabject — at  least  it  was  one 
of  the  important  matters  to  me  relating  to  the  whole  distilling  business— is  marked 
*'An  argument  in  favor  of  developing  industries  which  will  enhance  the  price  of 
com/'  to  which  I  ask  jour  attention.  When  this  subject  was  fresh  in  my  mind 
I  worked  up  the  Question  of  the  relation  of  the  distilleries  to  the  farming  interests 
of  the  country.  1  did  it  from  the  standpoint  of  a  farmer,  because  my  own  per- 
sonal interests  are  in  that  line,  substantially  all  the  savings  of  a  life  of  hard  work 
beinff  invested  in  farms.  I  am  specially  interested  in  that  question,  and  I  have 
touched  particularly  upon  the  revenue  tax,  the  methods  of  conducting  the  distil- 
ling busmess,  the  revenue  laws,  and  certain  laws  which  seem  to  me  to  need 
revision. 

Exhibit  13. 

An  argument  in  favor  of  developing  industries   which  wUl   enhance  the  price 

of  com, 

[Copy] 

Chicago,  January  f,  1897. 
S.  M.  Bice,  Esq., 

Mills  Bunding  J  New  York. 

Dear  Sir:  In  your  favor  of  the  21st  ultimo  you  say:  "  I  have  taken  the  liberty 
of  using  some  of  the  material  in  your  (my)  letter  of  iNovember  16,  in  reference  to 
the  free-alcohol  matter,  without,  nowover,  mentioning  your  (my)  name.  I  think 
the  argumente  presented  are  very  strong  and  ought  to  be  of  weight  with  our 
legislators." 

At  the  time  of  writing  that  letter  it  did  not  occur  to  me  that  you  desired  to 
make  use  of  my  views  upon  this  question  in  the  way  of  presenting  them  to  Ck>n- 
gress  as  information,  to  enable  the  committee  of  that  bodv  to  reach  a  correct  con- 
clusion in  making  modifications  to  our  existing  laws;  otherwise,  I  would  have 
written  more  fully  and  covered  more  pointe,  and  should  at  the  same  time  have 
expressed  my  wiUmgness  for  you  to  use  my  letter  in  ite  entirety  over  my  signature, 
which  you  are  authorized  now  to  do  with  this  letter.  If  it  snail  appear  tnat  my 
opinions,  reached  from  an  experience  in  the  management  of  a  large  number  of 
distilleries  as  an  officer  of  a  United  States  circuit  court,  are  of  any  value,  I  wiU 
cheerfully  give  them  for  use  before  any  committee  of  Congress  and  upon  any 
];)oint  that  may  be  suggested. 

The  questions  involved  are  of  vital  importance,  not  alone  to  the  distilling  inter- 
ests, but  to  the  grain-producing  sections  of  the  country— the  tax  on  alcohol  and 
spirite  being,  in  effect,  a  tax  on  com,  barley,  rye,  and  other  grains  used  in  their 
production. 

It  is  well  known  that  grain  in  the  vicinity  of  Peoria  and  other  large  distilling 
centers  commands  a  higher  price  than  in  the  markets  of  the  country;  that  the 
large  consumption  of  grain  in  the  production  of  spirits  and  alcohol  enhances  the 
prices  of  the  cereals  used  throughout  the  whole  country.  Each  barrel  of  alcohol 
exported  is  the  product  of  from  16  to  20  bushels  of  gram,  and,  going  abroad,  car- 
ries with  it  also  the  value  of  the  labor,  ete.,  expended  in  its  production.  The 
product  has  also  incidentally  required  an  additional  consumption  of  grain  and 
other  material  of  home  production  by  the  x>eople  engaged  in  its  manufacture. 
The  export  of  alcohol  and  spirite  does  not,  to  the  slightest  extent,  decrease  the 
enort  of  grain. 

The  policy  of  taxing  alcohol  in  every  form  in  which  it  is  used  for  beverages  to 
the  highest  revenue-producing  point  is,  I  think,  a. correct  one. 

The  suggestion  that  the  tax  should  be  the  same  on  alcohol  or  spirits  produced 
or  used  for  similar  purposes,  in  whatever  form,  is  an  equitable  proposition,  involv- 
ing equality  of  taxation  to  all  men  upon  articles  of  home  production  for  similar  use. 
It  seems  to  me  this  proposition  needs  no  argument  to  support  it.  The  tax  should 
be  a  specific  sum  on  every  proof  gallon  of  alcohol  used  as  a  beverage,  no  matter 
in  what  form  it  may  be  used,  whether  as  brandy,  whisky,  rum,  gin,  wine,  beer, 
or  compounded  or  mixed  drinks  or  beverages. 

I  think,  however,  that  the  present  and  past  inequality  on  this  point,  resulting 
from  existing  laws,  arises  from  the  lack  of  information  upon  the  part  of  the  public, 
and  probably  upon  the  part  of  many  of  the  Representetives  in  Congress,  as  to  the 
technical  method  of  producing  alcohol  and  ignorance  as  to  the  readiness  with 
which  the  amount  of  spirit  contained  in  any  kind  of  a  beverage  can  be  ascer- 
tained. The  amount  or  alcohol  in  a  barrel  of  beer,  wine,  or  any  other  beverage 
can  be  ascertained  with  the  same  facility  and  as  accurately  as  it  can  be  in  a  barrel 
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of  whisky.  There  is  substantially  the  same  quantity  of  stimnlant  or  intoxicant 
obtained  at  retail  for  a  given  sum  whether  it  be  invested  in  native  wine,  beer, 
whisky,  or  other  drink  containing  alcohol. 

It  seems  to  me  the  making  known  of  some  of  the  leading  facts  that  are  under- 
stood but  by  comparatively  few  people  not  in  the  business  would  secure  the  pas- 
sage of  more  equtable  laws,  which  would  remove  the  conspicuous  inequality  in 
the  taxing  of  the  whisky,  wine,  and  beer  production  of  the  country. 

In  many  cases  the  amount  of  alcohol  produced  in  the  juice  of  the  grape  or  wine 
by  ordinary  fermentation  not  bein^  immcient  for  the  purpose  of  the  wine  maker, 
regular  distilleries  are  established,  and  the  alcohol  produced  by  the  ordinary 
meihods  of  distillation  from  grapes  is  then  added  to  the  fermented  wine,  thus 
completing  what  is  known  as  a  fortifying  process.  This  distilled  alcohol,  as  well 
as  the  flJconol  produced  by  fermentation,  is  free  from  taxation.  This  wine  used 
as  a  beverage  carries  from  8  to  10  and  often  as  high  as  15  to  17^  per  cent  of  alco- 
hol, while  tne  ordinary  whisky  in  form  ready  for  use  as  a  beverage  carries  only 
from  40  to  50  x>er  cent  of  alcohol.  The  wine  goes  upon  the  market  as  a  beverage 
wholly  free  from  tax,  whUe  a  like  quantity  of  alcohol  in  whiskies  and  various 
compounds  and  beverages  used  as  stimulants  and  intoxicants,  made  from  spirits, 
bears  a  tax  of  $1.10  per  proof  gallon,  with  a  considerable  additional  burden  by 
wav  of  expenses  imposed  in  the  carrving  out  of  rules  and  regulations  supposed 
to  ne  necessary  for  tne  collection  of  this  tax. 

The  standard  whisky  of  commerce  stands  at  about  100  proof,  or  50  per  cent 
alcohol  and  50  x>er  cent  distilled  water — ^much  of  it  when  sold  for  immediate  use 
being  15  to  20  points  below  proof.  Beer  contains  2i  per  cent  to  6  per  cent  of 
alcohol  produced  wholly  by  fermentation — that  in  common  use  havmg  about  3 
X>er  cent  of  alcohol;  so  that  for  the  purposes  for  which  these  articles  are  used,  1 
quart  of  the  best  whisky  is  equal  to  about  8  to  4  quarts  of  wine  and  15  to  16 
quarts  of  ordinary  beer.  Beer  is  taxed,  regardless  of  its  alcoholic  stren^gth,  $1 , 
less  7i  per  cent,  per  barrel  of  81  gallons.  A  barrel  of  ordinary  beer  contams  over 
2  proof  gallons  of  alcohol. 

The  practical  difference  in  whisky,  wine,  and  beer  is  the  same  that  exists 
between  **  whisky  straight  '*  and  ''  mixed  drinks."  The  effect  of  the  law  is  to  tax 
'*  straight  drinks  "  and  let  *'  mixed  drinks  "  go  free.  I  am  assured,  by  those  who 
know, that  there  are  a  few  who  swallow  *'  whisky  straight"  containmg  40  to  50 
per  cent  of  alcohol,  but  most  men  find  it  necessary  to  dilute  it  with  water  until 
it  is  brought  down  to  about  or  below  the  standard  of  15  per  cent  wine. 

The  difference  between  whisky,  wine,  and  beer  is  wholly  in  the  per  cent  of  alco- 
hol contained  in  each  and  in  the  character  of  the  dilutant  or  watery  substance 
mixed  with  the  spirit.  The  alcohol  in  each  is  chemically  the  same.  A  given 
amount  of  alcohol  will  produce  substantially  the  same  result  in  whichever  form 
it  may  be  taken.  The  oilutant  or  watery  substance  in  the  best  beer,  however, 
furnishes  a  nutriment  or  food  in  addition  to  the  stimulant  and  intoxicant  con- 
tained in  the  alcoholic  portion  of  it,  and  that  in  wine  and  whisky  simply  reduces 
the  alcoholic  strength  to  a  point  where  it  is  made  palatable. 

The  argument  that,  because  native  wine  is  produced  from  the  native  grape,  it 
should  be  relieved  from  its  just  proportion  or  the  public  burden  is  wholly  unten- 
able. Native  com,  rye,  and  barley  are  entitled  to  the  same  patriotic  consider- 
ation and  generous  treatment  accorded  to  any  other  product  of  our  soil.  If  any 
preference  is  given,  it  should  be  to  those  cereals  which  are  the  mainstay  and 
principal  source  of  the  wealth  of  our  nation,  and  to  the  men  en^ged  in  produc- 
mgthem,  who  are  the  main  reliance  of  our  nation  for  its  streng^  and  greatness. 

Then,  too,  equality  of  taxation  on  these  articles  would  not  add  to  the  cost  to 
the  consumer,  out  would  simply  lessen  in  a  small  measure  the  profit  of  the  pro- 
ducers, which  by  reason  of  combination  and  agreements  between  them  is  now  very 
large.  Indeed,  owing  to  these  combinations  and  agreements,  few,  if  any,  invest^ 
ments  in  this  country  have  yielded  larger  dividends,  and  none  has  drawn  a  larger 
amount  of  foreign  capital  as  a  direct  investment  in  the  ownership  of  producmg 
properties  than  have  the  breweries  of  this  country. 

Ilie  great  brewers,  by  improved  methods,  cooperation,  and  association  for  some 
time  past  have  been  prosperous  and  have  become  and  are  able  to  stand  upon  an 
equality  with  the  com,  rye,  and  barley  growers,  and  to  bear  an  equal  share  of  the 
public  burdens  with  them.  The  importation  of  cheap  foreign  wines  is  practically 
prohibited  by  a  tariff  of  50  cents  per  gallon.  This  tariff  gives  our  wine  producers 
ample  protection,  and  it  should  be  no  hardship  for  them  to  pay  a  tax  on  all  alcohol 
produced  by  them  for  use  as  a  beverage.  New  native  wines  in  large  quantities 
at  the  x>ointsof  production  are  now  sold  from  10  to  15  cents  per  gallon,  indicating 
a  margin  of  profit  sufficient  to  bear  a  just  proportion  of  tax  to  put  them  on  an 
equality  without  any  increase  of  cost  to  the  consumer. 
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With  an  equal  tax  on  winee  carrying  10  per  cent  of  alcohol,  ordinary  native 
claret  and  white  wines  woold  x>a^  22  cents  per  proof  gallon,  or  4  to  5  centsper 
so-called  qnart  bottle;  and  beer,  if  not  over  8  ner  cent  ^cohol,  would  x>ay  $2  to 
$2.10,  instead  of  $1  less  7i  per  cent  per  barrel  of  81  gallons,  and  proof,  or  the  best 
whisky,  as  now— $48.40  per  barrel  of  44  gallons. 

I  have  not  had  time  or  opportunity  to  make  a  carefnl  estimate  as  to  what  wonld 
be  the  financial  effect  of  this  equality  of  taxation  upon  the  revenues  of  the  Qov- 
emment,  but  in  a  rough,  offhand  way,  I  conclude  it  would  increase  the  revenues 
between  $40,000,000  and  $50,000,000  yearly.  In  other  words,  I  estimate  that  the 
unjust  discrimination  made  by  the  Government  in  favor  of  the  wine  and  beer 
producers  is  equivalent  to  a  loss  of  revenue  to  the  GK>vemment  of  from  $40,000,000 
to  $50,000,000  yearly. 

After  securing  c>iuality  of  taxation  on  all  alcohol  in  whatever  form  produced 
for  or  used  in  beverLges,  next  (if  not  first)  in  importance  is  to  secure  practical 
lefidslation  for  free  alcohol  for  use  in  the  arts  and  sciences  and  for  e3n[K)rtation. 

There  are,  or  were,  laws  upon  the  statute  books,  expressly  jtassed  by  Ck>ngre6S, 
intended  to  cover  both  of  these  objects.  Notwithstanding  this,  there  was  not 
and  is  now  no  alcohol  free  fror*  the  tax  of  $1.10  i)er  gallon  permitted  to  be  fur- 
nished for  the  arts  and  scien.  es,  and  the  more  thsm  a  thousand  avenues  in  which 
it  could  be  drawn  off  and  consumed  for  such  purposes  have  been  and  are  substan- 
tially closed. 

Notwithstanding  the  provision  of  the  law  for  free  export  alcohol,  its  transoceanic 
exportation  has  practically  long  since  ceased,  because  of  the  regulations  govern- 
ing its  handling,  storing,  and  snipinng,  and  the  inability  of  our  people  to  compete 
with  advanced  methoouB  and  govemmentid  regpilfttions  of  competing  foreign 
nations. 

That  free  alcohol  sh<^uld  and  can  be  provided  for,  to  be  used  in  the  arts  and 
sciences,  I  think  can  be  clearly  demonstrated,  and  without  endangering  or  decreas- 
ing the  revenues  of  the  Government,  but  greatly  to  their  benefit,  and  to  the  advan- 
tage of  the  com  and  barley  producing  sections  of  our  country.  Such  provisions 
would  result  in  making  an  immense  increase  in  the  demand  for  grain,  doubling 
the  quantity  now  used  for  distillation  for  all  purposes,  and  thereby  increasing  the 
market  value  of  our  grain  crops. 

Radical  changes  should  be  made  in  the  present  internal-revenue  laws  and  regu- 
lations to  make  them  conform  to  present  conditions,  and  to  put  our  people  upon 
an  equality  in  placing  their  products  in  the  market  of  the  world  with  otner  nations. 

I  do  not  mean  by  tMs  that  anv  of  the  saf eraards  in  use  that  are  necessary  for 
the  protection  of  the  revenue  should  be  withdrawn;  but  experience  has  demon- 
strated that  many  things  are  required  to  be  done  by  the  law  which  insure  no 
additional  safeg^uards,  but  cause  great  embarrassment  and  place  heavy  burdens 
upon  the  product,  obstruct,  and  often — as  in  the  matter  of  exporting — ^result  in 
the  xnrohimtion  of  trade. 

As  the  receiver  of  the  United  States  circuit  court,  operating  a  number  of  the 
distilleries  of  the  Distilling  and  Cattle  Feeding  Ck>mpany,  and  the  representative 
of  a  coordinate  branch  of  the  Government,  I  received  all  the  courtesy  from  the 
internal-revenue  officers  that  could  be  extended  by  them  within  the  limits  of 
Hie  statutes.  I  found,  however,  much  difficulty  and  many  embarrassments  by 
the  limitations  of  their  provisions,  which  in  my  opinion  are  not  only  wholly  use- 
lees,  but  impose  burdens  upon  the  traffic.  These  provisions  ought  to  be  removed, 
as  they  can  safely  be  eliminated. 

Free  alcohol,  to  be  used  in  the  production  of  a  large  number  and  variety  of 
articles  where  its  use  is  indispensable,  would  put  our  people  on  an  even  footing 
with  other  nations  in  our  market  and  in  the  markets  of  the  world  for  such  prod- 
ucts. By  reason  of  the  heavy  tax  we  are  now  prevented  from  using  alcohol  for 
manufacturing  purposes.  In  other  words,  the  provisions  of  the  law  imposing 
tills  tax  of  $1.10  upon  an  article  that  costs  to  produce  but  from  7  to  15  cents, 
varying  with  the  price  of  grain,  acts  as  a  prohibition  of  the  use  of  it  in  many 
branches  of  indusb*y.  The  removal  of  this  tax,  and  allowing  alcohol  free  to  the 
arts  and  sciences,  would  result  in  its  production  for  these  purposes  where  it  is 
not  now  used  at  all,  and  with  free  alcohol  the  production  of  a  great  variety  of 
articles  that  can  not  now  be  produced  in  this  country  would  be  rendered  possible 
and  their  importation  from  countries  where  free  alcohol  for  their  manufacture  is 
allowed  would  cease.  There  are  more,  I  dare  say,  than  a  thousand  importapt 
uses  requiring  large  consumption  to  which  alconol  could  and  would  be  put,  if 
free,  where  it  is  now  prohibited  by  the  tax. 

Ck)m  is  admittedly  one  of  the  best,  if  not  the  best,  of  alcohol-producing  grains, 
and  com  can  certainly  be  produced  as  cheaply  or  cheaper  here  than  in  any  other 
part  of  the  world;  and  with  the  enormous  and  improved  machinery  and  appli- 
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ances  now  in  nse  for  its  distillation  our  alcohol  ought  to  comi>et6  sacceBsfuUy  in 
all  of  the  markets  of  the  world  where  it  is  not  excluded  by  a  prohibitiTe  tariff. 
In  nations  where  it  is  so  excluded  by  a  prohibitive  tariff,  or  one  that  imposes  a 
burden  that  can  not  be  borne,  the  alcohol  produced  by  those  nations  and  comins 
into  our  country  should  have  a  burden  placed  upon  it  equal  to  the  burden  placed 
upon  our  alcohol  when  going  into  their  country.  To  be  more  specific,  our  alcohol 
was  largely  used  in  Europe  for  fortifying  wines  and  for  makmg  different  com- 
pounds and  beverages;  the  wine  so  fortified  with  American  alcohol,  or  large 
portions  of  it,  was  imported  into  our  countnr  for  use  by  our  people.  These 
foreign  wines  are  now  being  fortified  by  alcohol  produced  elsewhere,  and  as  I 
understand  it,  no  change  has  been  made  in  the  tariff  upon  them  because  of  this 
change  of  condition. 

The  manner  of  keeping,  holding,  and  transporting  alcohol  required  by  the  law 
is  obsolete;  is  a  heavy  burden  upon  the  prooucer,  putting  him  at  a  great  disad- 
vantage; is  practically  prohibitive  of  exportation;  is  no  benefit  whatever  to  the 
Gk>vemment,  and  gives  no  additional  safeguard  in  protection  of  the  revenue.  On 
the  contrary,  in  my  opinion,  it  does  not  give  as  good  a  safeguard  as  could  be 
obtained  by  the  use  of  tanks  and  tank  cars  and  the  like. 

A  simple  change  in  the  existing  regulations  is  all  that  is  necessary  topermit 
this  to  be  done.  The  present  cumbersome  and  expensive  method  of  the  Govern- 
ment, which  requires  spirits  to  be  put  into  barrels  of  small  capacity,  shotild  be 
done  away  with. 

While  United  States  storekeepers  are  now  obliged  to  watch,  say^  20,000  i>ack- 
ages,  the^  would  only  have  to  watch  8  or  4.  It  would,  in  effect,  sunply  change 
the  existing  old-fashioned  primitive  warehouse  into  a  modern  one.  The  present 
warehouse  capacity  of  20,000  barrels,  requiring  stamps  for  each  package  and  the 
watchful  care  of  each  barrel,  could  be  all  concentrated  into  3  or  4  packages, 
which  in  effect  these  tanks  would  be. 

The  abilitv  of  distillers  to  make  and  store  great  quantities  of  alcohol  in  tanks 
would  enable  them  to  manufacture  very  largely  when  com  is  plentiful,  and  the 
operations  of  distilleries  could  be  of  such  magnitude  as  to  have  an  appreciable 
effect  on  the  price  of  com  when  the  farmers  most  require  it;  that  is  to  say,  when 
com  is  abnormaUy  low.  The  increased  use  of  com,  used  in  this  shape  for  exx>ort — 
where  we  have  no  export  business  now  and  no  other  wav  of  utilizing  the  com — 
would  in  a  great  measure  tend  to  consume  the  surplus  of  a  large  crop  and  in  this 
vray  increase  the  price  of  the  entire  crop.  It  needs  no  arg^ument  to  prove  that  the 
surplus  of  a  product  makes  the  price  of  the  product. 

When  com  is  high  the  distiller  need  not  distill,  nor  does  the  farmer  then 
require  the  aid  of  the  distiller  to  get  him  a  good  price  for  his  crop. 

I  have  no  hesitation  in  saying  that  the  rebate  of  the  tax  on  alcohol,  for  the  pur- 
pose of  the  arts  and  manufactures,  together  with  the  tank  privilege  and  the  right 
to  ship  in  tank  cars,  would  create  entirely  new  industries  in  this  country,  all  of 
which  are  impossible  under  existing  laws  and  regulations. 

The  enormous  benefit  to  the  agricultural  interest  to  be  derived  from  these 
changes  in  our  laws  can  scarcely  be  estimated. 

Another  important  factor  is,  that  fresh  alcohol  and  high-proof  spirits,  which  is 
a  refined  alcohol,  unlike  whisldes  and  brandies,  deteriorate  and  depreciate  in  value 
by  age  when  in  contact  with  wooden  casks.  The  market  requires  new,  clear, 
unstained  alcohol  and  high-proof  spirits.  The  holding  and  shippmg  of  alcohol  and 
high-proof  spirits  in  wooden  packages,  notwithstandmg  all  that  can  be  done  by 
gluing  on  the  inside  to  prevent  contact  with  the  wood,  causes  a  very  considerable 
loss  in  the  market  value  of  the  product,  often  running  from  5  to  20  per  cent  in 
the  course  of  a  few  months,  and  m  addition  thereto  a  heavy  loss  on  the  package. 

Much  of  this  loss  by  deterioration  could  be  saved  by  different  methods  of  hand- 
ling, in  the  storing  in  distilleries,  and  in  transportation,  and  I  can  see  no  reasons, 
ana,  indeed,  I  am  confident  there  are  none,  why  a  change  should  not  be  made. 

There  are  many  other  reasons  that  occur  to  me  too  numerous  to  be  recited 
within  the  scope  of  an  ordinary  letter  why  modifications  in  the  internal-revenue 
laws  should  be  made,  but  I  tlunk  that  those  that  I  have  given  sufficiently  illus- 
trate the  leading  and  important  points  to  be  covered. 

You  are  at  liberty  to  use  this  letter  in  any  way  you  may  see  fit.  Lest,  however, 
the  question  might  arise  as  to  whether  my  interest  might  in  any  way  infiuence 
my  judfipnent,  I  think  it  well  to  state  the  fact  that  I  have  no  interest  whatever 
as  stocknolder,  attorney,  or  representative  of  any  distillery,  brewery,  vineyard,  or 
other  establishment  producing,  selling,  or  handling  alcohol,  in  any  form  what- 
ever, except  as  receiver  of  the  united  states  circuit  court  in  the  different  circuits 
where  the  case  is  now  pending  in  the  settlement  of  the  affairs  of  the  now  defunct 
Distilling  and  Cattle  Feeding  Comx>any,  or  so-called  *'  Whisky  Trust,"  and  some 


THE  WHIBKY   COMBINATIONS: — McNULTA.  229 

of  its  property,  bnt  with  no  distillery  in  operation  or  intended  to  be  hereafter 
operated  under  my  charge,  and  that  what  Ihave  written  is  of  my  own  snggeetion 
and  not  npon  the  reqaest  of  anyone  for  my  opinion  on  the  subject. 

It  is  bat  fair  for  me  to  state,  however,  that  I  am  very  much  interested  in  the 
production  of  grain,  substantially  all  of  my  accumulations  from  a  busy  life  being 
invested  in  farm  lands.  Probably,  for  that  reason,  I  in  a  ^eat  measure  view  the 
subject  from  the  standpoint  of  a  farmer  while  analyzing  it  as  a  lawyer.  I  have 
utilized  the  knowledge  gained  by  practical  experience  as  an  officer  of  the  court 
directing  the  operation  of  distilleries  and  disposing  of  their  products,  the  latter 
amounting  to  a  large  proportion  of  the  entire  alcohol  and  high-proof  spirit  out- 
Xmt  in  the  United  States. 

Let  me  summarize  my  views  and  recommendations: 

First.  An  internal-revenue  tax  to  the  highest  revenue-producing  point  on  all 
alcohol  used  as  a  beverage  in  whatever  form  produced,  whether  it  be  whisky, 
wine,  or  beer.    The  tax  on  each  should  be  so  much  per  proof  gallon. 

Second.  The  privilege  to  store  spirits  in  tanks  ana  to  ship  spirits  for  export  in 
tank  cars. 

Third.  The  rebate  of  the  tax  on  alcohol  used  for  all  purposes  except  for  use  as 
a  beverage  (the  Government  providing  such  re^nolations  as  will  saf^zuard  and 
insure  the  collection  of  the  tax  on  all  alcohol  used  as  a  beverage  as  efociently  as 
it  is  now  done). 

Fourth.  A  discrimination  against  the  products  of  every  Qovemment  that  dis- 
criminatee  against  our  products,  whether  by  bounty,  tax,  or  other  burden. 
Very  teuly,  yours, 

John  McNulta. 

snoobstions  fob  changes  in  laws  affbctino  the  dibtillina  business. 

Q.  (By  Mr.  Jenks.)  Can  you  sum  up  briefly  your  objections  to  the  laws  which 
concern  the  distilling  business  and  your  suggestions  for  changes? — ^A.  In  the  first 
place,  the  restrictions  upon  the  distilling  business  come  down  from  times  when 
there  was  trouble  and  complications  that  no  longer  exist.  Great  loss,  or  great 
expense,  is  Incurred  on  account  of  the  manner  or  handling  the  spirits  that  is 
required  by  the  rules  of  the  Department,  i.  e.,  barreling  instead  of  shipping  in 
metal  tanks.  Handling  in  metal  tai^  in  the  warehouses  would  save  a  great  defd 
of  waste.  As  regards  the  tax,  I  should  say  that  the  method  of  the  Oovemment 
in  collecting  it  is  radically  wrong  and  that  the  amount  of  the  tax  is  too  great. 

Q.  (By  ItepresentativeliiviNGSTON.)  Is  it  above  a  revenue  producer? — ^A.  It  is 
above  a  revenue-producing  point  and  manifestly  unjust  upon  the  face  of  it. 
Spirit  product  that  costs  from  8  to  16  cents,  according  to  the  price  of  com  in  the 
market,  bears  a  tax  of  $1.10,  which  is  manifestly  too  great.  From  a  revenue- 
producing  point  of  view  it  fails  to  accomplish  what  is  sought  to  be  accomplished 
oy  it.  A  parallel  case  would  be  for  ^e  railroad  comi>anies  to  charge  10, 15,  or  20 
cents  a  mile  for  a  passeng[er.  They  would  get  some  passengers,  but  there  would 
be  very  few.  The  statistics  of  the  Department  show  that  70  cents  a  proof  gallon 
produced  the  largest  amount  of  revenue.  I  am  satisfied  that  a  tax  of  50  cents  per 
gallon  would  produce  more  revenue  to  the  (^vemment  than  $1.10  does,  just  as  I 
believe  that  2  to  2i  cents  per  mile  would  produce  more  revenue  to  the  railroads 
than  10  cents,  and  for  like  reasons. 

the  results  that  would  follow. 

Q.  (ByMr.  Jenes.)  Do  you  think  the  consumption  would  be  largely  increased? — 
A.  It  would  be  largely  increased,  not  in  the  use  of  the  spirits  as  a  beverage,  but  in 
the  use  of  the  product  in  manufactures.  The  exports  or  the  country,  on  account 
of  the  methods  adopted  by  the  GKovemment,  are  practically  cut  off.  This  country 
ought  to  furnish  the  world  with  spirits.  There  ought  to  be  easy  and  cheap  facili- 
ties afforded  to  the  producer  to  export  his  goods  in  whatever  form  they  can  best 
be  disposed  of  in  the  markets  of  the  world,  whether  in  bottles,  barrels,  tanks,  or 
cases  of  any  kind.  There  has  been  an  act  passed  by  Congress  permitting  exx>orta- 
tion  in  tin  cans  for  Asiatic  countries,  so  that  they  can  be  taken  on  the  backs  of 
men  or  horses  over  the  mountains.  The  transportation  ought  to  be  permitted  in 
tanks  like  oil  tanks,  and  not  in  barrels.  It  ought  to  be  x)ermitted  to  be  kept  in 
the  warehouses  in  tianks  and  not  in  barrels.  It  ought  to  be  x>ennitted  to  be  sent  on 
shipboard  in  tanks.  Oermanv,  I  understand,  ships  a  large  portion  of  her  product 
of  alcohol  in  that  manner.  There  is  a  loss  in  soakage  in  the  barrel  and  a  heavy 
loss  bv  evaxx>ration.  The  case  of  the  exi>eriment  of  the  chemist  that  I  spoke  to 
you  about  this  morning  illustrates  that.    Spirits  is  a  very  volatile  product,  and 
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the  higher  the  proof  the  more  volatile  and  the  greater  the  loss.  Triple  distilled, 
or,  as  some  call  it,  extra  fine  spirits,  is  so  volatile,  as  I  described  to  you,  that  a 
little  piece  of  lime  will  evaporate  a  whole  tumbler  of  it.  There  is  a  loss  in  wood 
that  is  porous  beyond  the  soakage  that  is  allowed  for  in  barrels.  By  carrying  the 
product  in  air-tight  metaUic  tanks,  the  loss  from  soakage  in  the  barr^  would  be 
saved.  The  bairel  in  most  places  after  it  is  used  is  also  of  very  little  value. 
There  is  a  loss  on  account  or  the  discoloration  of  the  finer  product,  such  as  is 
required  for  making  the  Shufeldt  gin.  Put  it  into  a  plain  wooden  barrel  that  is 
not  incased — paramiied  is  another  name  for  it — and  in  forty-eight  hours  its  com- 
mercial value  is  impaired,  absolutely  destroyed  for  that  nurpose.  Put  it  in  a  cop- 
per tank,  and  it  can  be  kept  for  an  unlimited  period  of  time,  just  as  in  a  glass 
fmttle.  By  the  easy  method  of  getting  it  out,  by  the  reduction  of  the  amount  of 
tax,  a  great  many  avenues  for  the  use  of  these  spirits  would  be  opened  that  are  now 
closed.  Manufacturers  who  would  use  large  quantities  of  it  are  now  absolutely 
prohibited.  In  countries  where  manufacturers  are  allowed  free  alcohol  their 
goods  are  given  an  advantage  when  competing  with  like  manufacturers  in  oar 
country.  I  once  had  a  list  worked  up,  and  it  seems  to  me  there  were  something 
over  2,000  things  that  alcohol  could  be  used  in,  and  would  be  used  in,  at  a  reason- 
able cost,  but  in  which  its  use  is  now  prohibited  because  of  the  high  price.  A  tax 
on  the  product  of  com  is  equivalent  to  a  tax  on  the  com  itself.  One  bushel  if 
com  produces  4.85,  practically  5,  gallons  of  spirits.  The  tax  of  the  Gk)vemnient 
on  that  is  $5.50.  That  is  equivalent  to  a  tax  of  $5.50  per  bushel  on  com,  dropping 
the  fractions.  That  prevents  com  from  getting  to  points  of  consumption  tnat  it 
otherwise  would  go  to.  It  is  prohibitive.  The  same  is  true  of  barley  malt  and 
the  small  grains  they  use.  The  difference  between  a  tax  of  $1.10  and  one  of  50 
cents  a  gaUon  touches  almost  entirely  the  manufacturing  interests  and  does  not 
affect  itfc  use  for  beverages,  where  it  is  converted  into  beverages. 

CHANQE  IN  TAX  WOULD  NOT  AFFECT  THE  USE  OF  SPIRITS  IN  BBVERAOES. 

Q.  (^  Represenative  Livinqston.)  Do  vou  mean  to  tell  me  that  i>eople  will 
drink  whisky  taxed  at  |1 .10  about  as  liberally  as  they  would  if  it  were  taxed  at  50 
cents? — A,.  Yes;  its  use  as  a  beverage  will  be  just  about  the  same.  The  differ- 
ence between  $1.10  and  50  cents  is  60  cents,  which  is  15  cents  a  quart  or  7|  cents 
a  pint.  Now,  that  is  nothing  on  a  drink.  A  man  pays  so  much  for  a  drink  of 
whisky,  irrespective  of  whether  the  tax  is  50  cents  or  $1.10.  But  to  the  manu- 
facturer who  uses  it  in  large  quantities  it  is  prohibitive.  Now,  I  would  not  advo- 
cate an  immediate  drop  from  $1.10  to  50  cents.  I  do  not  think  that  we  could 
convince  anybody  that  such  would  be  the  result,  but  I  do  say  that  Congress  ought 
to  drop  the  tax  from  $1 .  10  to  70  cents  and  try  it.  Seventy  cents  was  the  revenue- 
producing  point  many  years  ago.  Since  then  there  has  been  an  extensive  g^rowth 
of  manufactures  in  this  country  which  can  use  spirits,  and  I  believe  the  increase 
of  manufactures  would  so  increase  the  demand  that  60  cents  would  yield  the 
largest  amount  of  revenue. 

NO  SUCH  THING  AS  ADULTERATION  OF  WHISKIES. 

Q.  Is  there  a  stronger  tendency  to  adulterate  when  the  tax  is  high  than  when 
it  is  low?— A.  Sir? 

Q.  Are  there  not  more  whiskies  and  liquors  adulterated  with  a  high  tax  than 
with  a  low  one? — A.  No;  I  think  not;  I  think  not.  I  do  not  think  the  loss  of 
revenue  comes  in  that  way.    I  think  it  is  in  the  failure  to  pav  the  tax. 

Q.  Would  not  more  adulterated  whisky  be  drunk  at  $1.10  than  at  50  cents?^A. 
No;  I  think  not;  I  think  not.  I  think  the  minds  of  the  people  are  filled  with  false 
notions  about  the  adulteration  of  whisky.  I  had  my  head  chock  full  of  that  idea 
when  I  started  in  on  my  investigations ,  but  I  soon  got  it  all  out.  I  think  a  man  who 
can  drink  whisky  at  all — ^I  am  unfortunately  one  of  those  who  can  not — ^need 
have  no  apprehension  about  getting  impure  whisky.  The  Distilling  and  Cattle 
Feeding  Company  had  a  compounding  house  in  New  York,  and  the  Shufeldt  house 
in  Chicago  was  a  compounding  house.  I  went  through  both  of  them,  studied 
their  methods,  examined  their  compounding  processes,  and  reached  the  conclusion 
that  there  is  no  such  thin^  as  an  adulteration  of  whisky.    It  is  a  myth;  it  is 

Surely  imaginary.  There  is  nothing  to  adulterate  with  except  brown  sugar  and 
istilled  water,  and  if  you  add  glycerine  and  prune  juice  you  have  covered  the 
whole  field.  It  is  pure  spirits.  The  distillers  recognize  a  difference  between  com- 
mercial alcohol  and  spirits.  High-proof  spirits  is  simply  refined  alcohol.  There 
might  be  an  adulteration  by  putting  in  common  alconol  and  making  whisky  of 
that.    There  are  some  impurities  in  that;  but  there  is  only  half  a  cent  a  gal- 
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Ion  difference  in  the  cost  of  the  prodnction,  which  is  not  enongh  to  warrant  the 
operation.  There  is  aheolntely  nothing  than  can  be  used  as  a  sabstitnte  for  alco- 
hol in  componnduig  beverages.  In  the  large  distilleries  I  saw  nothing  to  lead  me 
to  a  suspicion  that  the  Government  ever  lost  a  fraction  of  a  dollar  in  its  revenne. 
My  relation  with  the  Department— the  Intemal-Revenne  Bureau — ^was  very  cor- 
dial. They  extended  every  courtesy,  and  where  it  was  a  matter  of  mere  rule  of 
Hie  Department  and  not  a  provision  of  law  that  interfered  with  me  and  was  a 
restraint  upon  me  in  doing  my  work  the  rule  was  always  suspended;  and  in  turn, 
of  course,  1  did  all  that  it  was  possible  for  me  to  do  in  seeing  that  the  interests  of 
the  Government  were  subserved. 

Q.  The  number  of  gallons  obtained  from  a  bushel  of  com  being  always  the 
same,  the  revenue  produced  is  essentially  the  same,  is  it  not  ? — ^A.  Yes ;  but  1  do  not 
think  the  amount  of  production  from  a  bushel  has  anything  to  do  with  it.  The 
amount  produced  is  luways  above  the  amount  required  by  the  Government. 

Q.  Do  I  understand  you  to  sugja^est  prominently  two  amendments  to  the  present 
law,  one  relating  to  the  x»rotection  of  the  business  abroad,  and  the  other  to  the 
high  tax  wMch  prohibits  manufacturers  from  using  alcohol  who  would  otherwise 
do  so? 

ILLICIT  MANUFACTURE  OF  WHISKY. 

A.  There  is  no  cheating  of  the  Government  in  the  big  distilleries.  I  am  satisfied 
that  there  is  not  the  loss  of  a  dollar  of  revenue  in  any  of  the  large  distilleries.  In 
the  multipUcit:^  of  little  distilleries,  as  shown  bv  the  effect  of  the  product  in  the 
country,  there  is  but  a  very  small  per  cent  of  the  tax  paid.  A  $1.10  tax  makes 
moonshine  distilleries ;  it  mi^es  little  distilleries  with  capacity  so  small  that  they 
can  not  have  guardians  and  watchmen  put  over  them.  These  small  distilleries 
use  from  5  to  20  bushels  a  day,  and  produce  from  3i  to  4  gallons.  Their  yield  is 
less  than  in  the  large  distilleries.  It  is  physically  impossible,  from  a  financial 
standpoint,  for  these  distilleries  to  compete  with  the  Great  Western  at  Peoria. 
If  ^ey  j>ay  their  tax  to  the  Government  they  will  never  sell  1  gallon  of  whisky  in 
competition  with  a  12,000  bushel  house. 

Q.  (By  Mr.  Kennedy.)  Would  not  they  lose  the  other  way  around  if  the  tax 
was  50  cents  instead  of  $1.10?— A.  These  small  distilleries  could  not  afford  to 
manufacture  it  at  50  cents ;  the  risk  and  expense  would  be  too  great.  As  it  is 
now,  if  tiiey  are  reporting  to  the  Government,  they  report,  say,  2  gallons  out  of 
every  10,  or  1  gallon  out  of  5,  and  they  then  have  a  $1.10  margin  to  make  on  every 
^^lon  thev  fail  to  pay  on.  They  get  their  goods  out  in  jugs  and  cans,  and  spread 
it  in  small  quantiues.  I  went  over  this  matter  with  tne  officers  of  the  revenue, 
and  there  is  a  loss,  1  think,  admitted  by  the  revenue  dex)artment,  and  shown  by 
statistics,  of  not  less  than  $10,000,000  a  year,  and  which  others  claim  to  be  over 
twenty.  I  am  satisfied  that  fifteen  millions  would  be  a  moderate  estimate  of  the 
loss.  On  a  50-cent  tax  or  a  70-cent  tax — I  do  not  think  you  can  come  to  a  50-cent 
tax  now — ^you  will  get  revenue  from  all  that  spirits.  It  will  interest  you  to  com- 
pare the  tax  i^aid  by  one  of  the  large  Peoria  distilleries  with  that  paid  b^  several 
hundred  distilleries  in  some  of  the  States  to  the  south  of  us,  say  Virginia  and 
North  Carolina.  I  figured  it  out  once,  and  I  think  I  found  that  one  distillery  in 
Peoria  paid,  or  would  pay  on  full  capacity,  about  three  times  as  much  tax  to  the 
Ghsvemment  as  2,700  distilleries  here  to  the  south  of  us  pay. 

Q.  (By  Mr.  Phillips.)  What  is  their  capacity  compared  with  the  large  one? — 
A.  Their  capacity  was  greater,  of  course ;  the  cax>acity  shown  was  greater.  In 
the  districts  where  thest  small  distilleries  ox)erate  the  products  of  the  other  dis- 
tilleries have  no  market. 

Q.  (By  Mr.  Kennedy.)  Can  you  say  whether  better  whisky  is  made  at  the 
distilleries  in  Peoria  than  at  these  2,700  in  the  South?— A.  It  depends  a  good  deal 
on  where  the  man  comes  from  who  drinks  the  whisky.  A  man  down  there 
would  sav  that  whisky  was  the  best ;  and,  of  course,  there  are  some  of  those  dis- 
tilleries that  do  make  fine  whisky.  But,  gentlemen,  I  am  not  myself  a  judee  of 
whiflky.  I  say  to  you  that  I  do  not  think  I  have  drunk  a  pint  of  whisky  in  all  my 
Hfe. 

COMMON  OPINION  OF  THE  BUSINESS. 

There  is  another  point  that  ought  to  be  inquired  into.  This  whole  business  Is 
regarded  by  a  very  large  percentage  of  the  x>eot)le  as  being  disreputable,  if  not 
quasi  criminal,  and  there  is  a  tendency  to  treat  the  men  who  are  engaged  in  it  as 
a  class  of  people  not  worthy  of  much  consideration.  Now,  I  think  it  ought  to  be 
decided  whetner  it  is  legitimate  or  not  legitimate.  If  illegitimate  or  improper,  it 
ought  to  be  prohibited,  and  every  man  that  engages  in  it  should  be  prosecuted  as 
a  criminal.    If  legitimate,  it  should  be  encouraged  and  protected  and  be  given  the 
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same  rights  and  the  same  treatment  that  other  lines  of  business  are  given.  It 
ought  to  be  f oetored ;  it  ought  to  be  ^ven  the  same  treatment  under  the  law. 
It  has  become  disreputable  because  of  its  antecedents. 

OUR  LAWS  OUT  OP  DATE. 

At  the  time  of  the  whisky  troubles  and  frauds  during  the  war  laws  were 
enacted  that  are  still  on  the  statute  books.  Bules  have  come  down  from  the  time 
when  to  be  a  distiller  was  almost  conclusive  evidence  of  the  fact  that  a  man  was 
living  upon  frauds  committed  upon  the  Government  b^  cheating  the  revenue; 
that  ne  was  a  smuggler,  a  briber,  and  a  perjurer.  That  is  no  longer  the  case,  and 
I  say  those  laws  do  not  fit.  There  probably  was  corruption  in  the  old  time.  The 
men  who  were  committing  those  frauds  lived  by  perjury,  by  bribery  of  Govern- 
ment officers,  by  crime.  Men  no  longer  do  it.  iNevertheless,  you  go  to  the 
Department  and  you  find  those  same  rules  there. 

OHA&AOTBB  OF  THE  REVEIOTE  OFFICEBS— THBIB  RESPONSIBILJTT. 

I  do  not  think  there  is  a  more  honest  set  of  men  serving  the  Government  than 
the  revenue  officers,  but  they  are  mindful  of  the  old  trouble,  and  it  is  almost  a 
sacrifice  of  rei>utation  for  a  Government  officer  to  decide,  in  close  or  doubtful 
cases,  on  the  side  of  the  distiller.  I  have  had  2  or  8  cases  of  l^at  kind  where 
large  sums  were  involved,  a  distiller  being  short,  and  it  being  plain  why  he  was 
short.  Dealing  with  an  offtcer  of  the  court  the  revenue  officer  has  not,  of  course, 
the  same  ai^prehension;  but  suppose  that  he  wii>es  off  a  tax  of  |50,000  or  $100,000 
from  a  distmer  improperly  taxed,  the  inference  in  the  minds  of  a  great  many 
people  is  that  he  has  received  a  fee,  that  he  is  bribed,  no  matter  how  honest  he 
may  be.  These  questions  involving  property  rights  ought  not,  gentlemen,  to  be 
left  to  the  final  adjudication  of  the  officers  of  the  Department;  but  a  man  in  the 
business  ought  to  have  a  right  to  settle  them  in  the  courts,  and  let  an  independent 
judge  say  what  the  rights  of  prox)erty  are,  and  construe  the  law.  Let  the  £)epart- 
ment  in  the  construction  of  the  law  follow  the  judiciary  of  the  country;  let  it  be 
subordinate,  not  superior  to  the  judiciary.  You  have  got  to  change  it,  got  to 
revolutionize  the  whole  methods  m  order  to  do  simple,  straight  justice,  and  let 
this  business  run  as  the  banking  business  or  the  grocery  busmess  does.  In  my 
various  callings  and  work  I  have  come  in  contact  with  strong  men,  men  who 
have  handled  large  business  interests  in  this  country,  but  I  never  came  in  contact 
with  a  brainier  set  of  men  than  those  in  the  distilling  business,  nor,  on  the  whole, 
with  a  more  honest  set  of  men,  absolutely  desiring  to  do  right.  Now  and  then 
there  is  a  tricky  one,  and  when  you  do  find  such  a  one  he  is  one  of  the  Blipx>erie6t 
eels  that  can  be  found  anywhere,  and  is  well  known. 

JUDICIAL.  FUNOTIONS  SHOULD  BE  TAKEN  FROM  BEVENUE  OFEIOEBS. 

I  would  place  the  power  to  decide  on  the  rights  of  these  people  in  the  hands  of 
the  courts.  Give  these  men  straight,  fair,  simple  justice  and  do  not  leave  them 
dependent  upon  the  decisions  of  an  administrative  officer,  where,  if  the  justice  of 
the  case  demands  a  decision  in  their  favor,  he  will  hazard  his  reputation  and 
prospects  in  life  by  rendering  it. 

Q.  (By  Bepresentative  Livingston.  )  That  can  be  done  in  the  district  court 
where  the  property  is  located,  can  it  not?— A.  It  can  be  determined  in  the  dis- 
trict or  circmt  court  just  like  any  other  riffht.  Let  a  controversy  between  a 
Qovemment  officer  and  an  individual  be  settled  by  the  same  courts  that  would 
settle  the  rights  between  us.  But  a  man  is  at  the  mercy  of  the  officer,  and  the 
officer  is  at  the  mercy  of  the  clamor  of  the  crowd,  of  public  opim'on.  Re  does 
not  have  the  moral  courage  to  ^o  out  and  lose  his  reputation  in  order  to  do  jus- 
tice, and  it  should  not  be  required  of  him.  He  would  lose  it  sure ;  he  could  not 
decide  a  Question  involving  as  much  as  some  of  tiiese  do,  fifty,  a  hundred,  two 
hundred  tnousand  dollars.  At  times  the  taxes  paid  by  the  Distilling  and  Cattle 
Feeding  Company  ran  over  $100,000  per  day.  If  any  Qovemment  ofScer  decided 
favorably  to  the  oistiller  a  case  involving  such  an  amount,  rumor  would  say  that 
he  was  gettinga  share  of  the  rake-off. 

Q.  (By  Mr.  Phillips.)  How  often  do  questions  arise  involving  such  large  sums 
of  money  ?  How  do  they  arise  between  an  officer  of  the  Qovemment  and  a  dis- 
tiller ? — ^A.  Well,  one  that  occurs  to  me  concerns  the  capacity  tax,  which  requires 
that  the  capacity  of  the  distillery  shall  be  estimated  and  the  tax  paid  on  the 
capacity,  whether  the  amount  actually  produced  is  equal  to  the  capacity  or  not. 
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NATURE  OF  THE  CAPACITY  TAX. 

Q.  (By  RepresentatiYe  Livikoston.)  Whether  it  makes  it  or  not?— A.  Yes, 
v^hether  it  makes  it  or  not.  It  is  just  as  we  nsed  to  hear  it  talked  of  when  we 
'were  boys.  It  is  one  of  those  games  they  call,  *' Heads  I  win ;  tails  yon  lose.'' 
They  measure  the  capacitor  of  a  distillery,  and  the  distiller  is  bound  to  pay  on  the 
estimated  product  of  spirits.  The  comn«my  made  an  enieriment  along  a  new 
Hne  with  molasses  or  some  other  ingreoients  in  one  of  their  plants.  They  had 
produced  by  the  ordinary  cpain  process  a  given  capacity  and  paid  on  it  to  the 
QoTemment.  They  made  tnis  experiment  by  leave  of  the  officer  of  the  Govem- 
ment  under  the  supervision  of  tne  revenue  officers ;  and  when  they  ended  the 
ezx>eriment  they  did  not  get  much  spirits ;  the  ezneriment  proved  a  failure,  but 
the  capacity  tuc  went  up.  The^  had  two  cases  like  this — I  do  not  remember 
what  tne  deficiency  was,  out  I  tmnk  about  |80,000  in  either  case— left  for  me  to 
pay.  I  said,  *'  Here  we  did  not  get  any  of  these  spirits ;  they  were  not  produced ; 
there  is  nothing  to  pa^  on.  Cai>acity  is  nothing ;  the  capacity  is  all  Im.  There 
is  just  as  much  cax)acity  there  as  there  was  before  they  ran  the  distiUery,  and 
you  can  have  it."  This  capacity  business  is  like  a  barrel  that  is  all  bunghole. 
After  delaying  along,  I  suggested  that  the  right  way  to  settle  the  thing  was  to 
put  it  in  the  hands  of  the  court  and  let  the  court  decide  whether  we  had  a 
capacity,  and  what  the  intent  of  the  law  was.  There  were  two  of  the  cases.  One 
of  them  was  submitted  to  the  United  States  circuit  court,  and  on  the  hearing  the 
court  promptly  decided  that  it  was  not  the  intent  of  the  Qovemment,  notwith- 
standing the  language  of  the  act,  where  no  fraud  was  committed,  and  where 
everythmg  was  open  and  honest  and  aboveboard,  to  collect  that  tax,  and  no  tax 
was  due.  The  other  case  did  not  get  to  the  court  for  reasons  I  need  not  explain 
to  you,  notwithstanding  the  good  will  of  the  officers  of  the  Government.  A 
special  act  of  Congress  is  required  to  give  the  needed  relief.  It  is  all  wrong, 
gentlemen,  and  it  is  an  oppression  ui)on  this  industry. 

Q.  (By  Representative  LiviNa&rroN.)  Was  that  decision  the  reason  why  the 
other  case  did  not  get  to  the  court?— A.  Yes;  they  would  certainly  have  got  a 
like  decision  in  the  other  case,  as  it  ran  on  all  fours  with  the  first  one,  and  the 
officer  submitting  it  would  have  been  severely  criticised  for  establishing  a  bad 
precedent. 

Q.  (By  Mr.  Ksitnedt.)  I  would  like  to  ask  you  if  the  internal-revenue  figures 
in  regard  to  the  production  of  whiskv  are  based  only  on  the  whisky  that  pays  the 
tax.  Is  the  moonshine  whisky  brought  into  the  computation  ?— A.  No ;  the  moon- 
shine whisky  does  not  appear  in  the  list  of  the  Government.  They  do  not  get 
hold  of  that,  but  still  the  experts  in  that  line  can  tell  pretty  near  how  much 
moonshine  whisky  is  run. 

INCREASE  IN  THE  PRODUCTION  OF  SPIRITS. 

Q.  Do  not  those  statistics  show  a  steady  increase  in  the  production  of  whisky 
from  year  to  year?  1  mean  the  whiskv  upon  which  the  tax  is  paid.— A.  Yes;  but, 
as  I  remember  it,  not  in  the  ratio  of  the  mcrease  in  population. 

Q.  It  increases .  then ,  notwithstanding  this  excessive  tax  you  speak  of  ?— A .  Yes ; 
but  the  people  wno  consume  it  increase  more  rapidly  in  proportion. 

Q.  If  the  tax  were  put  down  to  70  cents,  do  you  say  there  would  be  a  large 
increase  in  the  production  of  whisky? — A.  Yes;  there  would  be  a  very  large 
increase  in  the  production  of  spirits.  I  do  not  think  there  would  be  any  increase 
in  the  consumption  of  whisky  proper ;  i.  e.,  drinkable  whisky. 

Q.  Would  it  be  in  excess  of  the  amount  that  is  illicitly  distilled  now?— A.  Oh, 
yes,  in  excess  of  everything  now.  In  the  first  place,  they  would  collect  the  reve- 
nue upon  a  large  part  that  does  not  now  pay.  Then  there  would  be  an  increase 
in  the  output.  I  do  not  think  they  would  stop  all  the  moonshine  whisKy  business 
on  70  cents,  but  I  do  think  they  would  stop  it  all  on  50. 

C^.  Do  you  say  that  this  excessive  tax  does  not  interfere  with  the  quantity  of 
whisky  consumed  by  drinkers,  but  that  it  has  interfered  with  the  amount  of 
whisky  that  goes  into  the  arts  and  manufactures?— A.  Yes. 

Q.  Therefore,  what  you  have  said  is  not  a  temperance  argument  after  all  ? — ^A. 
I  do  not  think  it  affects  the  drinker,  at  least  materially ;  it  may  to  some  extent, 
but  for  the  ordinary  drinker  at  the  bar  not  at  all.  It  might  affect  the  man  who 
buys  his  whisky  by  the  jug  or  by  the  bottle.  You  can  very  readily  calculate  the 
effect.  The  present  tax  is  $1.10  a  gallon.  If  you  put  the  tax  down  to  70  cents 
there  is  a  difference  of  40  cents,  which  is  10  cents  a  quart  and  5  cents  a  pint ;  but 
when  a  man  wants  to  get  a  pint  bottle  of  whisky  he  is  not  going  to  stop  on  5  cents, 
if  he  can  get  the  5  cents. 
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Q.  (By  Mr.  Farquhak  )  Can  you  give  the  coznixufision  any  idea  what  yon  think 
the  increase  in  prodnction  wonld  be  provided  the  tax  was  so  low  that  the  product 
could  enter  into  manufacturing? — ^A.  There  is  nothing  to  base  a  calculation 
upon,  i.  e.,  there  are  no  definite  figures.  I  attempted  that  and  I  did  make  a 
rough  calculation,  but  I  forget  what  it  was.  It  was  at  the  time  that  I  prepared 
this  argument  on  the  price  of  com.  It  was  very  large.  There  are  more  than  a 
thousand  things  that  are  manufactured,  as  I  calculated  then,  into  the  making  of 
which  alcohol  goes,  that  are  now  not  made,  or  if  made  at  all,  to  a  verv  limited 
extent  in  this  country,  but  that  are  made  in  other  countries  where  they  have  free 
alcohol  and  the  free  use  of  it.  It  would  be  so  larse,  I  think,  that  at  50  cents  there 
would  be  a  large  increase  in  the  revenue  over  what  we  get  at  the  rate  of  $1.10. 
In  other  words,  the  amount  of  production  would  be  over  two  and  a  half  or  three 
times  what  it  is  now,  and  the  most  of  that  increase  would  go  into  the  manufac- 
tures and  benefit  the  establishments  concerned. 

COST  OP  COLLECTINO  THE  TAX. 

C}.  (By  Representative  LiviNOSTON.)  What  does  it  cost  the  GK>vemment  of  the 
United  States  to  collect  the  whisky  tax? — ^A.  I  do  not  remember ;  that  is  a  mat- 
ter of  figures,  which  can  be  obtained  from  the  reports  of  the  Commissioner. 

Q.  I  asked  the  question  because  I  thought  it  might  suggest  an  amendment  to 
the  law  concerning  the  collection  of  the  tax.  Suppose  the  tax  should  be  levied 
on  the  sellers,  the  wholesalers  and  retailers,  would  not  that  reach  all  the  whisky 
to  be  taxed,  including  the  moonshine  stuff,  and  reduce  the  cost  of  collection  50 
or  75  per  cent? — A.  My  investigations  and  experience  would  not  warrant  me  in 
passing  on  that  question ;  it  is  one  I  have  never  considered.  It  seems  to  me  it 
would  oe  a  very  complicated  and  very  intricate  matter  to  determine  how  to  col- 
lect the  tax  without  naving  an  evasion  of  it  and  allowing  goods  to  get  on  the 
market  unpaid ;  and  you  could  not  at  all  times  and  in  all  places  discover,  by 
inspection,  what  goodis  had  and  what  had  not  paid  the  tax.  There  are  experts 
in  the  revenue  who  have  followed  that  subject. 

Q.  You  understand  that  no  package  would  pay  a  tax  or  be  branded,  and  no 
stamps  would  be  bought ;  but  whenever  a  drink  of  whisky  was  offered  for  sale 
it  would  pay  a  tax.  My  question  is  this :  Could  not  the  Qovemment  collect  the 
same  amount  of  revenue  that  it  collects  under  the  present  system  with  75  -per 
cent  less  cost? — ^A.  The  theorv  now  is,  and  I  am  disposed  to  concur  in  it,  that  the 
product  should  not  get  out  of  the  hands  of  the  Government  officer  until  the  tax 
IS  paid. 

Q.  That  is  the  theory.— A.  And  in  the  large  manufacturing  concerns  I  do  not 
think  it  does.  The  Qovemment  has  got  its  himds  on  it  and  has  absolute,  ph3rsical 
possession  of  the  entire  product  until  the  tax  is  paid.  Then  it  goes  out  in  such 
form  that  the  party  gets  the  stamp  of  the  GK>vemment,  so  that  there  can  be  no 
cheating,  and  the  officer  who  sends  it  out  must  account  for  those  stamps.  It  is 
checking  one  by  the  other,  and  I  should  want  to  investigate  pretty  closely  before 
I  would  recommend  to  let  up  on  that  line.  You  would  have  to  chalk  every  glass. 
When  it  is  not  very  dangerous,  the  inclination  of  man— the  ordinary  man — ^is  to 
cheat  the  Qovemment  if  he  can.  In  the  case  of  these  large  distillers  the  penalty 
is  very  heavy.  If  one  of  them  is  found  cheating  the  Government,  he  f or&its  his 
distillery  and  loses  an  immense  fortune.  But  if  a  man  with  a  Uttie  distillery, 
which  he  can  take  around  on  a  mule,  is  caught  and  his  distillery  forfeited,  there 
is  a  stoppage  of  revenue  for  a  week  or  two,  and  then  he  will  get  another  one.  So 
that,  in  one  man's  hand,  both  being  of  the  same  temperament,  it  is  tolerably  safe 
because  of  the  consequences  that  will  follow,  where  it  is  not  in  the  hands  of  the 
other  man.  I  wish  I  could  answer  your  question  more  satisfactorily,  but  it  is  a 
subject  that  I  have  not  studied. 

Q.  When  you  come  to  consider  the  cost  of  collection  under  the  present  system, 
do  you  not  have  to  consider  the  expenses  of  the  district  courts,  the  United  States 
marshals,  and  the  commissioners  who  have  been  trying  these  moonshiners  and 
illicit  distillers  from  Virginia  to  Texas?— A.  I  would  reduce  that  cost  by  taking 
away  the  inducement  of  the  moonshiner  to  carry  on  his  trade.  I  would  make 
the  whisky  so  cheap  on  the  market  that  he  could  not  afford  to  do  the  work.  He 
mi|?ht  better  chop  wood ;  he  could  make  more  money. 

Q.  (By  Mr.  Phillips.)  Before  proceedmg  further  with  this  discussion,  it  might 
be  well  to  finish  the  general  questions  regarding  the  Distilling  and  Cattie  Feeding 
Company. 

PROPERTY  OP  THE  DISTILLING  AND  CATTLE  FBEDINQ  COMPANY  SOLD. 

A.  August  14, 1895,  the  receiver  of  the  Distilling  and  Cattle  Feeding  Company 
sold  at  public  auction  certain  proi>erties  of  the  said  company  for  $9,800,000. 
These  proi>erties  were  purchased  by  the  American  Spirits  Manufacturing  Com- 
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ly,  and  consisted  of:  Shnfeldt  Distillery,  Chicago;  Central  distilleries,  St. 

>nis;  Star  and  Crescent  distilleries,  Pekin,  HI.;  St.  Paul  Distillery,  South  St. 
Paul,  Minn.;  Biverdale  Distillery,  Riverdale,  Cook  Coonty,  HI.;  Hamburg  Dis- 
tillery, Pekin;  Northern  Distillery,  Peoria;  Manhattan  Distillery,  Peoria;  Mon- 
arch Distillery,  Peoria;  Great  Western  Distillery,  Peoria;  Woolner  Distillery, 
Peoria;  Peoria  Distillery,  Peoria;  Willow  Spring  Distillery,  Omaha;  Consofi- 
dated  Distillery,  Cincinnati;  Madduz-Hobart  Distillery,  Cincinnati;  The  Wabash 
Distillery,  Terre  Haute;  The  Latonia  Distillery,  Milldale,  Ky.;  and  the  office 
building  of  the  Distilling  and  Cattle  Feeding  Company  at  Peoria.  The  price  paid 
was  a  lump  sum;  there  was  no  particular  price  for  any  distillery.  The  American 
Spirits  Manufacturing  Company  was  organized  by  a  committee  of  the  stock- 
nolders.  -The  amount  reali^d  on  sale  of  these  properties,  it  is  estimated,  will 
exceed  all  liabilities  and  be  about  $10,500,000.  There  are  some  claims  still  in  liti- 
gation and  until  they  are  finally  disposed  of  the  receivership  can  not  be  closed 
op.  I  am  continuing  to  act  as  receiver  merely  i>ending  the  settlement  of  these 
claims. 

Q.  (By  Mr.  Jbnks.)  You  say  that  the  amount  of  property  turned  over  to  this 
new  company,  the  American  Spirits  Manufacturing  Comi>any,  is,  in  your  judg- 
ment, about  ten  millions  and  a  naif  ? — A.  Yes ;  about  ten  milnons  and  a  half. 

Q.  Would  that  amount  be  realized  if  these  i>rox)erties  were  sold  in  open  mar- 
ket separately  to  different  individuals? — ^A.  I  think  it  would ;  I  think  that  would 
be  a  fair  valuation  for  distilling  purposes. 

Q.  What  is  the  capitalization  of  the  American  Spirits  Manufacturing  Com- 
pany?— ^A.  It  is  thirty-five  millions,  the  same  as  the  old  Distilling  and  Cattle 
Feeding  Company. 

Q.  Is  part  of  it  in  preferred  stock  and  part  of  it  in  common  stock?— A.  Yes; 
$28,000,000  common  and  $7,000,000  preferred. 

Q.  So  that  here,  again,  we  should  be  substantially  right  in  saying  that  perhaps 
a  third  of  the  stock  would  represent  a  fair  cash  sellmg  value  ? — A.  The  American 
Spirits  Manufacturing  Company  made  an  assessment  upon  the  stockholders  of  $4 
a  share,  and  that  assessment  added  to  the  amount  turned  over  to  them  by  me  as 
receiver  of  the  Distilling  and  Cattle  Feeding  Company,  to  that  ten  million  and  a 
half,  and  the  value  of  the  remaining  distilleries  not  sold  to  the  reorganization  com- 
mittee, would  be  a  fair  cash  value  of  their  assets  at  the  time. 

NO  EXPORTATION  OP  SPIRITS. 

Q.  There  are  one  or  two  questions  further  that  have  been  suggested  alonjo^  this 
line.  Has  there  been  much  exportation  of  spirits  of  late  years? — A.  Very  little ; 
practically  none.  Exportation  has  been  stopped  by  the  friction  created  by  the 
Government. 

EFFECT  OF  HOSTILE  LEGISLATION. 

Q.  It  has  often  been  suggested  in  connection  with  these  larger  combinations  in 
trade  that  it  has  been  necessary  for  them  to  protect  themselves  against  hostile 
attacks  in  our  legislatures,  that  considerable  expenditure  has  been  made  for  that 
purpose,  and  that  they  have  also  made  quite  large  expenditures  for  instigating  and 
securing  legislation  favorable  to  them.  Did  you  find  any  evidence  along  either  of 
these  lines  m  taking  up  the  work  of  this  trust  ? — A.  I  found  no  evidence  of  any- 
thing of  that  kind,  except  in  common  report. 

Q.  You  found  nothing  in  that  regard  at  all?— A.  Nothing  that  showed.  There 
were  some  cases  that  looked  as  though  there  might  have  been  expenditures  of 
money  for  the  prevention  of  sandbaggmg  legislation,  but  nothing  definite.  There 
is  a  general  benef,  however,  among  the  men  operating  that  it  is  necessary  to  make 
up  a  fund  of  that  kind.  A  large  portion  of  this,  however,  I  am  satisfied  is  fraudu- 
lent. While  sums  are  doubtless  collected  for  the  prevention  of  the  destruction 
of  the  business  by  hostile  legislation,  I  am  satisfied  that  the  collectors  of  it  are 
the  main  beneficiaries.  It  is  very  rare  that  the  distilling  interests  have  to  fight 
an  act  of  the  legislature  in  our  State  and  I  have  not  m  the  other  States  that 
I  have  gone  through  seen  anything  of  it,  notwithstanding  the  fact  that  sand- 
bagging biUs  are  introduced  at  nearly  every  session. 

Q.  You  spoke  this  morning  with  reference  to  the  increase  in  price  that  followed 
the  organization  of  the  Distillers  and  Cattle  Feeders*  Trust,  and  said  that  you 
thought  the  price  was  put  so  high  that  it  ultimately  resulted  in  the  destruction 
of  the  trust  itself? — A.  Yes;  the  price  of  its  product. 
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WHO  BEARS  THE  BURDEN  OF  AN   INCREASE  IN  THE  PRICE  OF  SPIRITS. 

Q.  Now,  when  the  price  of  the  product  is  put  up  in  this  way,  considerably 
above  the  ordinary  competitive  price,  who  bears  the  burden,  in  your  judgment? — 
A.  The  consumer,  in  manufacturing;  the  retailers,  when  sold  by  the  glass;  the 
consumer,  when  sold  bv  the  bottle  or  iug. 

9.  That  is,  the  man  who  drinks  the  whisky  ? — ^A.  No ;  the  man  who  uses  the  spirit ; 
it  is  not  a  beverage,  you  know.  Only  a  very  small  percentage  of  all  this  product 
is  converted  into  a  beverage.  That  is,  of  this  high  proof  spirits,  a  very  small 
proportion  is  converted  into  whisky.  The  larger  proportion  of  it  is  used  in 
manufacturing,  and  is  the  alcohol  of  commerce. 

Q.  Supposing,  let  us  say,  a  third  goes  for  consumption— that  is,  for  making  the 
bevei^kges  that  are  used  in  ordinary  consumption — ^would  you  think  that  it  was  the 
consumer  of  that  who  bears  the  burden,  or  would  it  be  the  retail  dealer  ? — ^A.  The 
man  who  drinks  the  whisky,  when  sold  by  the  bottle;  the  retail  dealer  when  sold 
by  the  glass. 

Q.  Tes?— A.  To  the  man  who  is  drinking  it  by  the  glass  it  does  not  make  a 
particle  of  difference — ^the  price  is  the  same  to  him. 

O.  Would  it  be  the  retail  dealer  or  the  wholesale  dealer?  Where  does  this  tax 
faU? — ^A.  It  would  be  divided  along  the  line,  of  course  lessening  the  profits  of  the 
retailer  and  the  wholesaler.  The  man  who  drinks  by  the  glass  at  the  bar  would 
not  be  affected;  and  a  matter  of  3  or  4  cents  a  gallon  would  not  greatly  affect  the 
man  who  buys  by  the  small  bottle.  He  would  pay  some  of  it,  but  the  man  who 
buvs  a  larger  quantity,  i.  e.,  by  the  gallon,  or  by  the  barrel,  would  pay  it. 

Q.  Part  of  it  would  stop  with  the  retailer? — ^A.  Yes;  the  retailer  would  bear  the 
g^reater  portion  of  it  on  an  average,  and  would  receive  the  greatest  benefit  of  a 
reduction  in  the  taxes  on  alcohol  and  spirits  for  manufacturing  purposes,  and  for 
the  export  trade,  which  is  an  important  factor. 

Q.  The  question  is  suggested  as  to  whether  the  price  of  whisky,  even  for  the  con- 
sumer by  the  glass,  was  not  cheaper  under  the  old  revenue  tax  of  60  cents  long 
before  this  revenue  tax  of  $1  was  levied? — A.  No,  I  think  not;  my  experience  does 
not  go  back  to  anything  anterior  to  the  tax,  save  by  way  of  the  general  state- 
ment that  everything  produced  from  grain  was  cheaper  then.  Before  the  war, 
in  1860  and  1861,  com  was  7,  8,  9,  and  10  cents  a  bushel;  we  used  it  in  lieu  of  coal, 
because  it  was  cheaper;  and  whisky  was  very  cheap,  but  the  yield  of  spirit  per 
bu^el  was,  however,  much  less.  I  estimate  that  it  cost  then  only  from  7  to  13 
cents  a  gallon  to  the  retailer,  but  he  sold  it  under  conditions  different  from  what 
they  do  now.  The  tax  is  only  a  part  of  the  burden  laid  on  by  the  Government; 
the  compHance  with  the  rules  and  requirements  which  are  necessary  entails  a 
large  expense  to  the  distiller.  The  country  is  different  now;  then,  out  West,  it 
was  miles  between  houses;  now  there  are  houses  and  farms  everywhere,  and  we 
are  getting  toned  up  higher  and  we  are  selling  things  for  2  or  3  cents ;  they  would 
not  stop  to  take  2  cents  then.  It  would  be  5, 10, 15,  or  20  cents  a  drink  for  whisky, 
regardless  of  the  revenue  tax  on  it. 

EFFECT  OF  THE  COMBINATION  ON  ITS  HEHBERS. 

Q.  Judging  from  your  observation,  since  you  have  been  actinp^  as  receiver  for 
this  company,  what  do  you  think  has  been  the  effect  on  the  individual  distillers 
of  going  into  this  great  combination  ?  Have  they,  on  the  whole,  been  benefited  or 
Injured  ? — ^A.  I  think  they  have  lost  money  in  it. 

Q.  You  think  they  have  lost? — ^A.  I  think  it  has  been  a  detriment  to  every  man 
that  touched  it,  except  probably  a  few  individuals. 

Q.  Can  you  explain  more  fully  just  where  they  lost?  Did  they  lose  during  the 
first  two  or  three  years,  or  was  it  when  the  combination  broke  up? — A.  No,  I 
think  they  thought  they  were  ahead  for  a  while.  In  the  first  place,  they  thought 
no  distillery  comd  compete  for  the  trade,  big  or  little ;  it  was  theirs ;  they  owned 
it;  and  in  the  next  place,  they  got  a  lot  of  certificates,  the  value  of  which  was 
probably  two  or  three  times  the  value  of  the  distilleries  which  they  represented, 
out  it  said  dollars  on  them  and  they  felt  rich  and  carried  them  along.  At  first 
the  certificates  went  up  and  up,  and  by  and  by  down  and  down  until  they  got  to 
be  worth  almost  nothing,  so  tliat  they  went  from  the  poor  little  distilienes  that 
they  actually  owned,  but  which  produced  some  income  for  them,  to  a  lot  of  paper 
trash  that  depreciated  to  a  few  cents  on  the  dollar  and  finally  left  them  out  of 
business. 

Q.  (By  Mr.  Kennedy.)  Was  not  Mr.  Clarke's  testimony  to  the  effect  that  they 
gave  the  value  of  the  distillery  in  cash  and  the  value  again  in  preferred  stock  and 
the  value  and  a  half  in  common  stock  ? — ^A.  When  he  made  that  statement  he 
was  doubUess  referring  to  the  later  organization. 
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Q.  (By  Mr.  Jenks.)  There  went  into  this  combination,  of  course,  a  good  many 
distillers  who  were  favorably  situated  with  good  plants,  and  who  had  oeen  mak- 
ing money ;  but  there  were  a  good  many  more  who  were  not  well  equipped  and 
who  were  not  Tnaking  much  money.  What  was  the  effect  on  owners  of  tne  better 
distilleries? — ^A.  Of  the  better  distilleries ? 

Q.  Yes ;  what  was  the  effect  as  regards  their  profits  and  the  advantages  which 
they  conld  get  from  snch  a  combination? — ^A.  There  were  a  few  of  the  leading 
men  who  went  into  this  combination  who  made  profits  and  accumulated  large 
fortunes;  they  had  large  fortunes  before  the  break.  Some  of  them  lost  verv 
heavily,  principally  in  stock  speculations ;  but  I  should  say  that,  of  the  small 
concerns  that  went  in,  the  rule  was  loss.  Some  who  went  in  got  certificates  and 
immediately  converted  them  into  cash  before  the  market  fell  and  invested  the 
jyroceeds  in  otiier  classes  of  property.  They  did  well,  but  those  who  held  on  to 
their  certificates  lost. 

Q.  They  lost  rather  than  the  large  ones? — A.  Yes;  I  think  from  the  start ;  most 
of  them  started  in  with  something  and  got  out  with  nothing. 

Q.  ^By  Representative  Otjen.)  Did  they  receive  dividends  on  their  stock? — ^A. 
Yes,  tiiey  received  dividends. 

COMBINATIONS  FOR  CERTAIN  PURFOBES  VERY  DANGEROUS. 

Q.  (By  Mr.  Farqxthar.  )  You  have  already  touched  upon  some  phases  of  indus- 
trial combinations  in  a  part  of  your  testimony.  What  is  your  general  view  of 
the  present  forms  of  combinations  that  are  being  chartered  in  New  Jersev  and 
elsewhere  ? — ^A.  I  am  not  familiar  with  the  facts  of  their  organization,  but  I 
regard  any  organization  or  combination  to  control  or  comer  the  markets  of  the 
country  for  the  purpose  of  raising  prices  as  very  dangerous,  no  matter  what  line 
it  is  in.  They  are  undertaking  to  combine  in  some  lines  in  which  I  think  ItT  is 
Impossible  of  accomplishment.  In  those  cases  the  real  sufferers  will  be  th^men 
who  buy  the  stock,  i.  e. ,  those  who  invest  in  most  of  the  industrials.  But  where 
lar^e  capitsd  is  required,  as  in  iron  and  steel,  and  where  competition  can  not  be 
easily  brought  about,  combinations  will  be  very  dangerous  ana  be  very  injurious 
to  the  country.  The  safety  of  the  GK)vemment  requires  that  they  be  suppressed. 
The  one  will  oe  a  temporary  the  other  a  permanent  injury.  But  those  enterprises 
that  cheax)en  the  cost  of  production  and  reduce  the  price  to  the  consumer  will  be 
beneficial.  To  prohibit  tnem,  if  it  could  be  done,  would  be  to  give  their  trade  to 
others  at  a  greater  cost  to  the  public. 

Q.  Do  you  suppose  that  most  of  the  injury  will  come  from  the  fact  that  they 
will  issue  stock  and  then  catch  the  willing  public,  what  they  call  the  "gudgeon," 
on  Wall  Street,  and  that  those  will  be  the  ones  who  will  suffer? — ^A.  Those  will 
be  the  ones.  TTiey  will  form  a  combination  and  issue  new  stock  for  two  or  three 
times  the  amount  of  the  old,  and  in  a  little  while  the  combination  will  all  go  to 
pieces,  just  as  the  whisky  trust  did,  and  the  men  who  have  got  the  stock  will  lose 
the  money.  The  men  who  effected  the  organization  will  have  their  profits.  The 
motive  in  most  of  these  industrial  combinations  is  to  '*  fieece  the  lainbs." 

Q.  Is  it  not  x)ossible  in  some  of  the  great  capitalistic  combinations  in  this  coun- 
try, for  instance  the  Carnegie  Steel  Company  and  the  Standard  Oil  Company,  for 
the  owners  of  plants  to  keep  on  a  business  basis,  maintain  a  large  capitalization, 
and  do  a  fair  Dusiness?  In  other  words,  does  the  matter  of  overcapitalization 
affect  the  product  at  all,  provided  the  business  is  done  legitimately  and  through 
the  ordinary  market? — A.  The  overcapitalization  only  means  a  smaUer  income 
from  the  capital  or  a  larger  demand  from  the  consumer.  The  kind  of  organiza- 
tions that  you  speak  of,  in  my  opinion,  if  permitted  to  go  on,  will  absolutely  con- 
trol the  markets  of  the  country  and  get  whatever  they  please  to  demand  for  their 
product.  They  can  control  the  output.  We  have  got  to  keep  our  people  work- 
ing ;  we  have  got  to  do  something  to  dispose  of  the  product  of  their  labor.  I  think 
the  remedy  for  that  is  more  markets ;  we  must  go  into  the  markets  of  the  world 
in  the  line  that  I  have  suggested  in  the  spirits  manufacture.  I  think  that  Illinois 
alone,  or  Illinois  and  Iowa,  at  least  the  com  belt,  will  furnish  the  whole  world 
with  spirits,  if  somebody  will  take  hold  of  it  and  break  the  line  and  let  them  out. 
The  remedy  is  to  make  a  market  for  the  product  of  our  workshops.  A  combina- 
tion of  immense  interests,  like  those  of  iron  and  steel,  can  not  be  met  by  home 
coini)etition.  It  is  not  in  the  nature  of  man  to  keep  down  the  price  of  his  prop- 
erty when  he  can  hold  it  up  so  long  as  there  is  a  market.  The  only  way  it  can 
be  met  is  to  invite  foreign  competition,  but  that  is  quite  as  harmful  as  it  would 
be  to  leave  our  workmen  unemployed  and  produce  financial  distress.  The  right 
W8ty  is  literally  to  crush  such  combinations  by  the  authority  of  the  Government. 
They  are  inimical  to  public  safety. 
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Q.  Yon  stated  in  yonr  testimony  that  the  canse  that  led  to  the  end  oj.  une 
whisky  tmst  was  the  fact  that  they  had  got  control  of  the  market  by  bnjring  np 
comjietitiye  plants  and  then  raised  their  x)rodnct  to  a  price  that  invited  compe- 
tition by  the  erection  of  new  plants,  causing  overprodnction,  and  therefore  they 
went  to  pieces.    Is  that  so? — ^A.  Yes. 

Q.  Does  that  hold  good  in  any  industrial  pursuit  in  this  country  where  they 
have  a  large  capitalization  ? — A.  It  does  not  hold  good  where  the  capitalization 
is  very  large,  as  in  the  iron  business.  We  can  raise  $5,000  or  $20,000  to  build  a 
distillery  where  we  can  not  raise  fifty  millions  to  start  an  iron  mill.  You  can 
find  tiiousands  of  men  in  Iowa  and  Missouri  that  will  start  distilleries  where 
there  is  a  profit  of  40,  50.  or  100  per  cent ;  but  vou  can  not  get  the  men  anywhere 
to  start  iron  and  steel  mills  that  cost  forty  or  fifty  millions. 

WHAT  THB  PROFIT  IN  SPIRITS  SHOULJ)  BB. 

Q.  What  would  you  call  a  safety  per  cent  of  dividend  in  the  spirits  trade? — A. 
In  the  spirit  trade? 

Q.  Yes. — ^A.  They  ought  to  have  from  a  cent  to  a  cent  and  a  half  a  eallon;  in 
some  cases  possibly  2  cents  "per  gallon.  The  conmiercial  arrangement  that  I  told 
you  I  went  mto  I  think  was  fair ;  it  was  within  these  limits.  They  should  make 
a  fair  i>rofit.  Every  man  should  have  the  right  to  a  fair  profit  for  his  labor  and 
his  capital,  and  a  cent  or  a  cent  and  a  half  a  gpallon  would  be  a  fair  profit,  irre- 
spective of  the  amount  of  capital  he  had  in  it. 

LITTLB  ADYANTAQE  IN  EXTENDED  OOMBINATION. 

Q.  How  often  does  the  spirit  trade  turn  over  its  capital  in  a  vear  ?— A.  I  did 
not  go  into  that.  This  rex>ort  of  dividends  will  indicate  to  you  the  profits  on  the 
stock.  There  is  a  report  of  those  dividends  and  then  other  funds — earning  that 
were  used  for  purposes  of  increasing  their  plants,  and  that  was  on  a  capitaliza- 
tion of  about  thirty-five  millions.  The  cash  value  of  the  properties  in  actual  use 
would  have  cost  much  under  that,  sav  half  of  it,  so  that  you  would  double  the  i>er 
cent  of  ^vidends  upon  an  actual  casn  basis. 

i^.  (By  Mr.  A.  L.  Harris.)  It  is  chiefly  an  economic  question.  If  you  have  5 
distilleries  with  an  output  of  6,000,000  gallons  a  year  each,  would  they  produce 
the  25,000,000  gallons  more  economicaUy  than  one  distillery  equallv  well  located 
could  produce  the  same  amount?— A.  They  can  not  do  it  under  lixe  conditions 
The  concentration  of  the  plants  to  a  practical  limit  cheapens  the  cost  of 
production. 

Q.  Would  the  five  have  no  advantage  in  buying  raw  material  over  the  one  in 
the  open  market  ?~-A.  No;  not  that  I  see. 

Q.  If  they  were  distributed  over  the  entire  country,  and  the  number  increased 
from  5  to  25,  say,  and  produced  a  hundred  million  gallons  a  year,  would  they  not 
have  any  advantoge  over  the  one  equally  well  located  ?~-A.  Not  on  the  cost  of 
production. 

Q.  Would  there  not  be  an  economic  advantage  in  the  cost  of  production? — ^A. 
Up  to  a  certain  point  the  more  you  concentrate  the  more  you  reduce  the  cost  of 
management.  You  get  to  a  x>oint  where,  of  course,  you  can  not  go  any  further. 
What  that  point  is,  Inave  not  had  experience  to  determine;  but  you  could  deter- 
mine it.  As  a  rule,  the  point  of  most  efficient  operation  would  be  reached  when 
they  absorb  the  product  of  the  country  all  around  them;  when  exx>enseis  increased 
by  Dringing  in  the  material  from  other  districts.  I  do  not  think,  unless  there  were 
exceptional  conditions,  that  any  manufacturing  business  would  be  well  located 
if  located  all  in  one  spot.  Of  course,  the  matter  of  transx>ortation  is  an  impor- 
tant one. 

Q.  In  asking  the  question,  I  had  in  mind  the  combination  of  plants  that  are 
scattered  all  over  the  United  States. — ^A.  There  is  absolutely  no  use  of  combinizi|g 
where  they  are  scattered  all  over  the  country.  If  combinations  are  formed  it  is 
to  get  a  comer  on  the  market  and  better  somebody's  fortune.  There  is  no  prac- 
tical advantf^  in  it;  not  a  bit.  For  instance,  the  distilling  people  had  distilleries 
in  Peoria,  Nebraska  City,  PeMn,  St.  Louis,  Cincinnati,  over  across  the  river  in 
Kentucky,  and  in  a  dozen  different  places.  There  was  absolutely  no  necessit^y 
for  combining.  It  was  only  to  control  the  market,  limit  the  outout,  and  commit 
extortion.  Tney  attempted  to  do  it  and  failed,  simply  because,  as  I  have  explained 
to  you,  it  did  not  require  a  large  capital  to  get  up  competition — ^to  build  new  dis- 
tilleries. Why,  they  threw  away  property  that  cost  them  hundreds  of  thousands 
of  dollars  merely  to  eliminate  it;  they  paid  men  for  staying  out  of  the  trade; 
they  paid  rent  on  this  abandoned  land  li^ht  along  from  year  to  year,  nearly 
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$100,000  a  year.  I  have  got  on  the  roll  here,  I  think,  $100,000  approximately,  if  I 
remember  it,  a  year  for  rent  for  nothing.  They  rented  the  plM;e8  where  the  dis- 
tOleriee  were  in  order  to  pat  them  oat  of  the  way. 

FBiCE  OF  spmrrs  based  ttpon  the  prick  of  oobn. 

Q.  If  they  had  reached  the  point  where  they  conld  make  it  more  profitable  for 
the  capital  invested,  woold  mey  not  have  to  control  the  ontpat  as  well  as  the 
price  of  the  raw  material  on  the* market  ? — A.  Tee.  They  did  not  seek  to  control 
the  price  of  the  raw  material;  com  is  really  their  guide.  The  com  market  is 
the  mdicator  for  the  spirit  market,  and  as  com  goes  ap  the  cost  of  prodnction 
goes  np.  They  did  seek  to  control  the  output  and  succeeded  for  a  time,  while  fair 
prices  were  maintained,  but  when  extortion  was  attempted  they  failed. 

Q.  That  is  owing  to  the  fact  of  the  immense  amount  of  com,  and  the  various 
uses  to  which  it  is  put.  Is  that  true  in  any  other  industry  ? — ^A.  No,  because  thej 
have  to  pay  for  the  com.  The]^  get  the  com  in  a  solid  form  and  after  they  run  it 
through  the  mash  and  the  still  it  comes  out  in  liquid  form.  Every  buidiel  of  com 
produces  from  4  to  4.85  gallons  of  spirits.  The  cost  of  the  spirits  is  based  xipon 
the  cost  of  the  com;  it  is  com  in  liquid  form;  and  the  price  of  the  com  is,  of 
course,  controlled  by  the  amount  of  it  consumed.  If  you  will  open  the  markets 
of  the  world  to  these  people  and  let  them  run  the  com  through  their  mills  and 
ship  the  liquid  sxnrit,  the  price  of  com  will  go  up  because  there  will  be  more 
demand  for  it,  the  consumption  being  greater.  With  prox)er  encouragement  hy 
our  Gk)vemment,  i.  e.,  the  necessary  facilities  in  handlmg  for  export,  1  am  conn- 
dent  that  the  gndn  used  to  make  spirits  for  export  would  be  greater  than  the 
whole  amount  now  used  for  all  distiiling  purx)ose8,  and  that  a  5(>-cent  tax  would 
require  double  the  present  amount  to  meet  the  demand  on  an  easy  export.  And 
a  low  tax  that  would  x)ermit  the  use  of  spirits  and  alcohol  in  manufactures  would 
require  at  least  four  times  the  present  amount  of  grain  to  meet  the  demand  of 
onr  distilleries,  and  would  necesMUily  raise  the  price  of  grain.  If  you  reduce  the 
tax  on  the  liquid  com  there  will  be  more  of  it  UBed  in  the  arts  and  sciences  and 
manufactures;  and  if  you  will  pjrovide  rules  under  which  it  can  be  exported — 
merely  prevent  friction— more  will  be  exported.  The  law  as  it  now  staoids  and 
the  rules  for  its  enforcement  are  practically  a  prohibition  on  the  exportation  of 
spirits  and  alcohol. 

BFFBCT  OF  COMBINATIONS  ON  THE  PRICE  OF  RAW  MATERIAL. 

Q.  Suppose  that  com  was  used  only  for  the  manufacture  of  spirits,  what  would 
be  the  meet  of  combinations  upon  the  price  of  raw  material? — A.  If  the  com 
had  no  other  use  ? 

Q.  If  the  com  had  no  other  use,  as  raw  sugar  is  used  chiefly  for  making  refined 
sugar,  what  would  be  the  effect  upon  the  raw  material  ? — ^A.  On  the  com? 

Q.  On  the  com.— A.  Why,  it  would  not  have  any  price ;  they  would  have  to 
stop  raising  com.  It  would  not  bring  enough  to  x)ay  the  cost  of  production, 
until  the  supply  was  correspondingly  diminished. 

Q.  Supposm^  there  was  only  an  amount  of  com  raised  sufficient  to  supply  the 
demand  for  spirits,  and  that  competition  was  destroyed  so  far  as  the  producer  of 
com  was  concerned  ? — A.  I  think  l^e  natural  law  is  that,  if  you  limit  the  output, 
you  increase  the  price,  because  there  is  an  increased  demand.  If  the  amount 
produced  is  not  equal  to  the  amount  consumed,  the  price  necessarily  goes  up. 
The  whole  thing  depends  on  regulating  the  output,  or  getting  a  market  for  the 
output.  I  do  not  however  conceive,  and  never  have,  that  you  could  limit  the  pro- 
duction of  com  to  the  amoimt  required  for  spirits.  Increase  the  export  of  spirits 
and  its  use  in  manufactures  and  you  increase  the  demand  for,  and  necessarily, 
the  price  of  com. 

Q.  All  of  the  raw  sugar  at  the  present  time  is,  of  course,  not  converted  into 
refined  sugar,  but  what  I  was  trying  to  get  at  is  the  effect  of  the  large  combina- 
tion that  substantially  controls  the  refined  sugar.  What  effect  does  it  have  on 
the  raw  sugar  ?    It  was  the  general  economic  proposition  that  I  had  in  mind. 


not  see  how  a  condition  of  that  kind  could  be  permitted  to  exist.  If  there  was 
no  use  for  com  except  to  make  spirits  of  it,  and  one  set  of  men  had  control  of  all 
the  spirits,  they  womd  have  control  of  all  the  com ;  but  that  would  not  be  tol- 
erated; that  is  all.  In  these  industries  where  a  small. amount  of  capital  is 
required  I  do  not  think  it  would  be  possible  for  them  to  do  it.    They  may  do  it 
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for  a  while,  bnt  in  the  end  they  will  get  downed ;  they  will  be  tronblesome  while 
they  are  in  the  ascendency.  Tne  only  way  they  can  control  the  spirit  output  is 
to  cheapen  the  production,  as  can  perhaps  be  done  in  Peoria,  and  sell  at  from 
one-half  to  two  an4  one-half  cents  a  gallon  cheajier  than  anyone  else  who  has 
not  the  sante  conditions.  Of  course,  with  the  same  conditions  elsewhere  their 
prices  could  be  met. 

Q.  (By  Bepresentative  Otjsn.)  I  understand  that  you  regard  these  large  com- 
binations, such  as  the  iron  combination,  as  injurious? — ^A.  Very;  they  are  a 
menace  to  our  form  of  government.  They  are  a  x)ermanent  evil,  while  other 
trusts  are  but  a  temporary  one.  In  the  end  some  of  them  may  reduce  the  cost  of 
production  and  result  in  some  ffood  after  doing  much  harm. 

Q.  Have  you  anv  suggestion  now  that  can  be  prevented,  or  how  a  remedy  could 
be  applied? — ^A.  I  have  not  been  a  student  of  that  question,  and  mjr  opimon  would 
not  be  of  any  value.  I  really  have  not  come  to  a  conclusion  with  which  I  am 
myself  satisfied,  but  I  would  stop  the  formation  of  trusts.  Just  how  I  do  not 
know,  but  I  would  stop  them  some  way.  I  would  hold  them  up  somewhere  on 
their  mad  career  and  g^ive  them  a  shocK.  There  is  sufficient  x>ower  under  our 
State  and  Federal  constitutions.  It  is  an  inherent  power  of  the  Gk)vemment  to 
protect  the  people  from  oppression  of  this  character. 

Q.  (By  Mr.  Jenks.)  Have  you  any  definite  information  with  reference  to  the 

grofits  of  the  new  companies,  the  American  Spirits  Manufacturing  Ck)mpany,  the 
tandard  Distilling  and  Distributing  Oompany,  and  some  of  these  later  organiza- 
tions?— A.  No ;  not  much.  My  mind  has  been  kept  on  other  work  and  I  have  not 
paid  much  attention  to  those  matters.  The  knowledja^  I  have  would  not  be  of 
any  value,  except  what  I  have  already  given  you.  It  is  my  belief  that  these  men 
are  working  on  the  line  of  reducing  the  cost  of  production.  I  know  for  a  cer- 
tainty that  the  American  Spirits  Manufacturing  Companv  is,  because  I  have 
worked  with  those  gentlemen  in  getting  the  business  straightened  out  and  start- 
ing them  on  from  the  ix>int  where  I  dropped  it. 

AITIDAVIT. 

State  op  Illinois,  County  of  Cook  : 

I  swear  that  the  statements  made  by  me  of  my  own  knowledge  in  the  foregoing 
report  of  my  testimony  before  the  Industrial  Commission  are  true,  and  that  aU 
other  statements  I  beheve  to  be  true. 

John  McNulta. 

Sworn  and  subscribed  before  me  this  5th  day  of  July,  1899. 

[SEAL.]  E.   M.   Ck)LTON, 

Notary  Public. 


"Washinoton,  D.  C,  May  19, 1899. 
TE8TIM0VT  OF  MARTDT  &.  COOK, 

Wholesale  liquor  dealer. 

The  Commission  met  at  10.45  a.  m.,  Vice-Chairman  Phillips  presiding.  Mr. 
Martin  B.  Cook,  of  146  Franldin  street.  New  York,  N.  T.,  api>eared  as  a  witness 
on  the  subject  of  the  whisky  combinations. 

(By  Mr.  Jenks.)  What  is  your  business?— A.  Wholesale  liquor  dealer. 
How  long  have  you  been  engaged  in  the  business? — A.  About  86  years. 
So  you  have  been  in  business  during  the  whole  period  of  these  different 
combinations  amon^  the  distillers  ?— A.  Yes. 

Q.  Have  you,  durmg  all  this  i>eriod,  had  dealings  with  all  of  these  different 
combinations,  from  the  old  pools  through  ? — ^A.  Yes. 

effect  of  the  fibst  combinations  on  prices. 

().  Would  vou  be  kind  enough  to  give  us  your  opinion  as  to  the  effect  upon 
prices  that  the  old  pools  among  the  distillers  had,  before  the  formation  of  the 
so-called  whisky  trust? — ^A.  We  had  several  pools  for  the  regulation  of  prices, 
which  practically  resulted  in  the  formation  of  trusts.  As  I  recollect  it,  the  first 
attempt  at  a  combination  was  conducted  by  a  man  named  Miller — Buffalo  Miller. 
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I  do  not  know  that  they  called  it  a  trust  at  that  time.  The  trust,  organized  by 
Mr.  Greenhut,  was  at  a  later  period. 

Q.  Do  you  remember  anytiiing  as  to  the  effect  on  prices  of  this  earlier  pool 
organized  by  Mr.  Miller,  before  the  organization  of  the  trust?— A.  Its  effect  was 
to  advance  the  price  of  the  raw  product,  spirits  and  alcohol. 

Q.  About  how  long  did  the  pool  organized  by  Mr.  Miller  last?— A.  I  do  not 
remember. 

PRICES  FIXED  BY  THE  TRUST. 

Q.  What  was  the  effect  of  the  whisky  trust,  which  was  organized  with  Mr. 
Greenhut  as  president,  upon  prices? — A.  Before  this  trust  was  formed  there  was 
g[reat  comx)etition  and  general  demoralization  in  the  business.  After  the  forma- 
tion of  the  trust  prices  became  more  regular  to  the  jobber,  and  the  trust  required 
the  jobber  to  seU  at  certain  fixed  prices  to  the  small  deader.  The  arrangement 
was  very  similar  to  the  one  followed  at  the  present  time  by  the  sugar  trust. 

Q.  That  is  to  say,  the  trust  itself  fixed  the  price  at  which  the  jobbers  should 
sell  to  the  dealers  ? — A.  Yes ;  and  the  arrangement  was  a  very  satisfactory  one 
while  the  trust  adhered  to  it ;  it  maintained  a  fair  price  and  was  willing  to  accept 
a  fair  profit. 

SYSTEM  OF  REBATES. 

Q.  In  case  the  wholesale  dealer  did  not  observe  the  price  fixed  for  him  by  the 
trust,  was  there  any  penalty  attached? — A.  Yes. 

9.  Will  you  explain  that  to  us  ?— A.  The  buyer  had  a  rebate  ;  if  he  violated  the 
price  agreement,  or  boue'ht  from  any  other  parties,  he  lost  his  rebate ;  or,  in  other 
words,  the  voucher  which  was  given  for  rebates  was  conditioned  upon  his  loyalty 
to  the  trust  to  the  extent  of  making  all  of  his  purchases  from  it. 

Q.  Was  this  system  of  paying  rebates  and  fixing  prices  made  by  the  old  Dis- 
tillers and  Cattle  Feeders'  Trust,  or  by  the  Distillmg  and  Cattle  Feeding  Com- 
pany after  the  first  association  had  reorganized  ? — A.  It  was  by  the  first  trust — tibat 
ori^anized  by  Mr.  Greenhut.  After  the  organization  was  formed  they  advanced 
prices  and  demoralized  the  whole  business. 

EFFECT  OF  THE  INCREASED  PRICE  ON  THE  MARKET. 

Q.  Do  you  recall  for  about  how  long  a  time  the  trust  kept  prices  at  what  you 
considered  fair  rates,  so  they  could  hold  the  market  steady  ? — A.  I  do  not ;  I  can 
not  tell  you  without  referring  to  our  books. 

Q.  But  you  state  that  afterwards  they  succeeded  in  demoralizing  the  market  ? — 
A.  Yes. 

Q.  How  ? — ^A.  By  advancing  the  x)rice  when  there  was  no  corresponding  advance 
in  ^ain.  Just  prior  to  their  oreaking  up  they  made  several  advances,  that  were 
entirely  uncalled  for,  of  about  5  cents  at  a  time,  which,  as  I  recollect,  amounted  in 
the  course  of  30  days  to  20  cents  a  gallon.  There  was  no  reason  for  this  that 
they  could  give,  except  that  it  might  affect  the  stock  market. 

Q.  Why  should  they  desire  to  infiuence  the  stock  market  ? — ^A.  I  do  not  know, 
but  surmise  that  if  they  were  stockholders  they  might  want  to  enhance  the  value 
of  their  stock. 

EFFECT  ON  CONSUMPTION. 

Q.  What  was  the  effect  upon  the  consumer  of  the  product,  or  the  effect  on  the 
consumption  of  alcohol,  of  pushing  the  price  up  so  suddenly  20  cents  a  gallon  ? — 
A.  AU  advances  of  that  kind  have  a  tendency,  I  think,  to  lessen  the  consumption. 

Q.  In  this  special  case,  do  you  think  that  orders  for  the  goods  on  the  part  of  the 
wholesalers  were  decidedly  and  immediately  checked  ? — ^A.  I  have  no  doubt  that 
people  who  understood  the  situation  and  were  unable  to  see  any  adequate  reason 
for  the  advance  held  off  in  making  purchases. 

Q.  For  how  long  a  time  did  this  very  high  price  last? — A.  I  do  not  recollect ; 
not  very  long. 

Q.  Any  longer  than  a  month  or  2 — 2  or  8  months  ? — ^A.  Not  more  than  2  or  8 
months ;  I  do  not  think  as  long  as  that ;  I  can  not  tell  you  now. 

■ 

SYSTEM  OF  REBATES  EXPLAINED. 

Q.  Will  you  explain  to  us  a  little  more  in  detail  just  what  this  system  of  rebates 
iNras?— A.  It  was  something  like  this :  If  the  market  price,  as  it  is  to-day,  were 
$1.25,  we  will  say,  they  added  on  7  cents  a  gallon,  and  we  all  paid  |1.82.  For  that 
7  cents  they  gave  us  a  rebate  voucher,  payable  6  months  after  date,  provided  we 

83A 16 


242  HEARINGS   BEFORE    THE    INDUSTRIAL   COMMISSION. 

had  made  all  of  our  purchaseR  of  them  and  complied  with  their  regulations,  as 
stated  in  the  voucher. 

Q.  Were  yon  compelled  to  make  oath  to  the  effect  that  you  had  bought  only 
from  them  and  sold  at  the  price  they  had  fixed  ?— A.  Yes ;  when  we  sent  our 
vouchers  for  collection  we  had  to  make  that  oath. 

Q.  Are  you  speaking  now  of  the  rebates  of  7  cents  a  gallon  ^iven  to  the  whole- 
salers?—A.  Yes;  those  are  the  rebates;  but  sometimes,  I  think,  where  we  our- 
selves sold  to  wholesalers  we  were  allowed  to  give  vouchers  on  behalf  of  the 
trust.  For  instance,  if  we  sold  to  a  jobber  in  Philadelphia  or  Baltimore  or  to  a 
large  retailer,  he  would  receive  a  voucher  and  pay  the  7  cents  advance,  the  same 
as  we  had.  Instead  of  our  pairing  it  all,  we  were  allowed  by  agreement  to  make 
vouchers ;  so  that  the  trust,  instead  of  our  company,  i>aia  the  Philadelphia  or 
Baltimore  buyer  the  rebate  on  his  purchase  from  us. 

Q.  That  is,  you  would  take  a  rebate  of  2  cents  a  gallon  and  he  would  have  a 
rebate  of  5  cents  a  gallon,  or  how  was  it  distributed?— A.  I  do  not  recollect  how 
it  was  now„  but  in  substance  it  was  7  cents. 

O.  Was  it  7  cents  for  the  wholesaler,  or  wholesaler  and  retailer  together? — ^A. 
I  think  it  was  the  sama  all  the  way  through.  I  think  it  was.  I  would  not  be 
sure,  but  my  recollection  is  that  it  was. 

Q.  Your  recollection,  then,  is  substantially  this :  That  if  a  person  wished  to  get 
at  the  real  price  of  the  product  from  the  market  price,  as  quoted,  he  should  deduct 
7  cents  a  gallon?— A.  If  he  wanted  to  know  the  net  cost  to  him  ultimately,  pro- 
vided he  lived  up  to  his  agreement  with  the  trust,  then  he  would  be  entitled,  at 
the  end  of  the  6  months,  to  7  cents  less  than  first  cost. 

Q.  What  was  the  effect  of  this  rebate  system  upon  the  trade  ? — A.  In  what  way? 

Q.  After  the  rebate  system  had  been  in  vogue  for  some  years,  I  have  understood 
that  the  combination  itself  had  trouble  in  paying  these  reoates  to  the  wholesalers. 
Is  that  true? — A.  When  the  dealers  found  they  were  unable  to  collect  their  rebates, 
there  was  a  feeling  of  great  dissatisfaction. 

Q.  What  action  was  taken  by  the  trade  in  order  to  secure  their  payment? — ^A. 
I  think  many  of  them  commenced  suits  to  collect. 

Q.  Was  there  any  general,  organized  movement  on  the  i)art  of  the  dealers  to 
whom  rebates  were  owing? — A.  I  think  there  was  one  or  two  things  of  that  kind 
started,  but  they  were  never  pushed  very  far;  1  do  not  think  they  amounted  to 
much. 

Q.  Did  you  yourself  have  any  connection  with  such  a  movement  as  that— one 
that  was  more  or  less  uniform  among  several  dealers? — A.  Yes;  I  think  I  had, 
but  the  distinct  details  of  it  I  can  not  recall  just  now, 

INCREASE  IX   PRICE  ULTIMATELY   PAID  BY  THE  CONSUMER. 

Q.  You  have  sjwken  of  the  verj'  decided  increase  in  price,  unreasonable  increase, 
as  you  thought,  on  the  part  of  the  Distilling  and  Cattle  Feeding  Company.  Upon 
whom  do  you  think  the  burden  of  the  increase  ultimately  rested?  Who,  in  the 
main,  bore  the  burden  ? — A.  I  think  that  it  was  ultimately  paid  by  the  consumer. 
So  far  as  the  retail  liquor  dealer  was  concerned,  prices  remained  the  same.  It  is 
dijBBcult  to  change  retail  prices  in  this  business :  in  fact,  it  is  not  attempted.  If 
the  retailer  maintained  and  sold  the  same  quality  of  ^oods,  then  he  was  the  suf- 
ferer ;  as  a  rule,  however,  on  account  of  accumulating  licenses  and  taxes  and 
increased  cost  of  doing  business,  the  retail  dealer  has  been  compelled  to  sell  a 
class  of  goods  which  has  continually  grown  poorer  and  cost  less  money. 

Q.  You  yourself  are  a  rectifier,  are  you  not?— A.  We  are  rectifying  as  known 
unaer  the  law.  We  do  not  do  any  real  rectifying.  All  we  do  is  to  buy  the  high 
spirits  and  reduce  them  to  proof.  That  is  what  is  called  rectifying  now.  In  that 
sense  we  are  rectifiers. 

Q.  Can  you  tell  us  something  from  your  own  experience  concerning  the 
changes  in  the  demand  of  the  retail  dealers  for  different  grades  of  goods,  so  as 
to  make  plain  what  you  have  said  about  retailers  buying  cheaper  grades  of  goods 
when  taxes  or  prices  are  high?— A.  There  is  no  doubt  about  that.  It  is  known 
by  every  wholesale  dealer  who  has  experience.  Look  at  the  condition,  for 
instance,  in  Pennsylvania,  where  they  nave  a  very  high  license.  They  were 
large  consumers  of  fine  goods,  and  we  perhaps  handled  as  many  of  those  goods 
as  anyone.  Fifteen  yeais  ago  it  was  not  an  unusual  thing  for  us  to  get  from  $4 
to  $6  a  gallon  for  strictly  fine  goods ;  but  now,  for  goods  of  equal  nominal  quality, 
it  would  be  very  difficult  to  get  more  than  half  that  price.  In  fact,  it  is  an  infre- 
quent occurrence  for  us  to  sell  them  the  best  goods  they  use  for  as  much  as  $3. 

Q.  Did  you  notice  the  same  effect  when  the  prices  were  put  up  by  the  whisky 
combinations,  by  the  Distillers  and  Cattle  Feeders'  Trust,  and  later  by  the  Dis- 
tilling and  Cattle  Feeding  Company?    For  example,  very  soon  after  the  trust 
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was  organized,  in  1888,  they  put  the  price  very  high;  did  von  notice  in  yonr  busi- 
ness during  that  year  that  the  nature  of  the  retailers'  demand  changed  in  the 
way  you  suggested  ?  Did  they  ask  for  cheaper  goods  ?— A.  Is  that  the  time  of 
that  20-cent  advance  ? 

Q.  No;  that  was  two  or  three  years  before.  The  20-cent  advance  was  in  the 
latter  part  of  1892  and  the  beginning  of  1893.  At  that  time  did  you  notice  the 
change? — A.  I  do  not  recollect  about  it,  but  I  should  say,  from  general  expe- 
rience, that  such  a  short-lived  affair  would  have  had  but  little  influence,  because 
people  will  withhold  from  making  purchases  as  a  rule  if  they  have  stock  enough 
on  hand  to  carry  them  along  for  a  while. 

Q.  This  first  increase  that  [  have  spoken  of,  under  the  old  trust,  was  an  increase 
in  price  that  lasted  just  about  a  year.  Do  you  think  that  in  a  period  of  time  of 
that  length  you  would  notice  the  change?— A.  How  much  was  the  increase? 

IN  SOME   CASES  THE  CONSUMER  IS  NOT   AFFECTED. 

Q.  There  was  an  increase,  in  the  first  place,  of  about  4  cents  a  gallon,  then 
after  3  months  an  increase  of  5  cents  a  gallon  more  in  round  numbers.— A.  1  do 
not  think  that  of  itself  would  have  made  much  if  any  difference. 

Q.  Somewhere  from  9  to  10  cents  a  gallon  ? — ^A.  I  do  not  think  even  that  would 
be  enough  to  induce  dealers  to  purchase  a  lower  grade  of  goods. 

Q.  The  increase  of  9  or  10  cents  a  gallon,  then,  would  not  be  enough  to  affect 
the  retailers'  price  to  any  great  extent? — ^A.  I  do  not  think  it  would,  b^ause  they 
would  have  to  calculate,  you  know,  on  50  or  60  drinks  to  a  gallon,  and  such  an 
increase  would  be  but  a  small  fraction  of  the  price  of  a  drink. 

Q.  Under  these  circumstances  you  would  say  that  the  burden  of  an  increase  in 
price  that  was  not  over  10  to  25  cents  a  gallon  would  really  rest  on  the  retailer  ? — 
A.  Taking  all  other  expenses  into  consideration  I  think  it  would;  but  that  of 
itself  womd  not  affect  him  much. 

Q-  In  tiiat  case,  then,  the  retailer  is  the  man  who  pays  most  of  the  increase  ? — 
A.  I  think  that  is  correct. 

Q.  Would  the  effect  be  the  same,  do  you  think,  in  the  case  of  bottled  goods  as 
in  the  case  of  goods  sold  over  the  counter? — A.  I  do  not  think  that  goods  with  an 
established  price  in  iiie  market  would  be  subject  to  change,  unless  tney  were  low- 
priced  ^oods.  In  that  case,  if  it  would  make  a  difference  of  25  to  30  cents,  I  think 
they  might  charge  the  difference ;  but  where  there  was  a  profit  of  $3  or  $4  a  case 
I  do  not  believe  they  would  make  a  change. 

THE  EFFECT  OF  THE  FEDERAL  TAX  ON  SPIRITS. 

Q.  Will  you  give  us  your  opinion  with  reference  to  the  effect  of  the  present 
hi^  tax  of  |1.10  per  gallon  of  proof  alcohol  on  the  revenue?  Do  you  think  the 
Government  would  secure  more  or  less  revenue  if  the  tax  were  reduced,  let  us 
say,  to  75  cente  a  gallon? — ^A.  I  think  the  Government  would  get  more  revenue  at 
$1.10 ;  there  is  no  doubt  about  it  in  my  mind. 

Q.  Do  you  think  that  the  tax  is,  on  the  whole,  pretty  efficiently  collected  at 
present ;  not  very  much  liquor  gets  on  the  market  without  paying  a  tax?— A.  I 
have  no  doubt  about  the  tax  bein^  efficiently  collected.  We  do  not  hear  of  much 
illicit  production.  Occasionally,  in  New  York,  some  East  Side  Russian  Jew,  who 
understands  distilling  on  a  small  scale,  is  brought  up ;  but,  aside  from  that  and 
what  is  produced  in  the  mountain  districts  of  Nortn  Carolina,  Tennessee,  and 
Kentucky,  there  is  very  little  illicit  whisky  made. 

(^.  Of  course  you  can  not  give  information  in  detail  regarding  this  illicit  dis- 
tUbng  in  the  mountains  of  North  Carolina  and  Tennessee,  ete. — A.  I  do  not  know 
that  there  is  any  way  of  forming  an  opinion.  I  do  not  think  the  amount  of  the 
tax  cute  much  figure  in  the  matter  of  illicit  production.  It  would  be  practically 
the  same  if  it  were  75  cente.  There  is  much  talk  about  the  increase  of  illicit  dis- 
tillation, but  I  think,  when  we  come  down  to  it,  it  comes  from  some  man  who 
wante  a  lower  tex  because  he  is  loaded  up  with  bonded  whisky  and  wante  to 
get  out. 

USE  OF  SPIRITS  IN  THE  ARTS  AND  SCIENCES. 

Q.  Do  you  yourself  sell  many  goods  for  the  arts  and  sciences  ? — A.  Only  in  the 
wav  of  alcohol. 

Q.  Do  you  suppose  that,  if  the  tex  were  lowered  or  entirely  removed,  there 
would  be  a  large  inci'ease  in  consumption  of  alcohol  in  the  arts  and  sciences? — 
A.  There  would  be  very  much  more  consumed.  It  is  a  great  misteke  that  it  is 
not  regulated  in  some  way. 
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Q.  Do  yon  snppoee,  if  the  tax  were  reduced  to  75  cents  a  sallon,  this  increase 
woold  be  very  decided?— A.  Yes ;  I  think  it  wonld.  It  is,  of  conrse,  impossible 
to  tell  how  much,  but  I  should  say  it  would  be  25  x>er  cent. 

Q.  Not  enough,  you  think,  to  make  up  the  difference  in  the  revenue? — A.  Oh, 
no ;  it  would  not  be  sufficient  for  that. 

EFFBCrr  OF  THE  LATER  COMBINATIONS  ON  PRICES. 

Q.  Have  you  yourself  had  any  dealings  with  this  later  combination  among  the 
distillers,  the  American  Spirits  Manufacturing  Company,  or  the  Standard  Distill- 
ing and  Distributing  Company?— A.  We  have  had  with  the  Standard. 

Q.  What  has  been  the  course  pursued  by  the  Standard  as  regards -prices? — 
A.  Well,  as  I  remember  it,  their  organization  was  practically  completea  about  a 
year  ago.  At  that  time  we  were  requested  to  take  the  position  of  a  distributer. 
We  asked  for  the  terms  which  they  would  give  us,  or  special  concessions  that  would 
enable  us  to  do  the  business  with  a  profit,  and  the  best  terms  we  were  able  to  g^t 
from  them  were  what  is  known  as  tne  price  to  the  smaller  jobbing  trade,  i.  e.,  1 
cent  per  gallon,  payable,  provided  we  were  loyal  to  them,  6  months  after  ttte  pur- 
chase, and  a  half  a  cent  more,  payable  in  sixty  days,  but  from  that  half  cent  was 
to  be  deducted  what  they  called  the  expenses  of  the  or^ptnization  and  management 
of  the  distributing  company,  so  that,  according  to  their  estimate,  the  net  amount 
from  these  two  sources  would  be  a  cent  and  a  quarter  a  gallon. 

Q.  Was  that  to  come  in  the  form  of  rebate  ? — ^A.  Yes ;  but  there  would  be  no 
voucher  about  it.    It  was  simply  an  understanding — an  agreement. 


Q.  To  be  credited  to  you  on  the  books?— A.  Yes. 


J.  After  how  long  a  time  was  this  to  be  paid? — ^A.  The  cent  a  gallon  was  to  be 
paid  six  months  after  date,  provided  we  were  loyal  to  them,  and  the  half  cent  in 
oO  days,  with  the  same  provision ;  but  the  half  cent  a  gallon  was  reduced  by 
expenses,  as  I  stated,  to  about  a  quarter  of  a  cent,  making  the  total  rebate  a  cent 
and  a  quarter.  We  thought  we  saw  in  that  scheme  an  attempt  to  get  control  of 
the  large  jobbing  or  distributing  trade  of  the  country,  inasmuch  as  thev  had  in 
almost  everv  large  place — for  instance,  Cincinnati,  Boston,  New  York,  Philadel- 
phia, and  Baltimore— distributing  houses  of  their  own  ,which,  having  been  absorbed 
into  the  standard  company,  or  part  of  it,  were  not  affected  by  the  cent  and  a 
quarter  rebate,  tbeirprincipal  profit  coming  from  the  distillery  branch,  or  the 
stock  they  owned.  Their  earnings  were  in  spirits.  For  instance,  I  recollect  that 
we  looked  into  the  subject  pretty  carefully  at  the  time,  and  found  that  the  cost  of 
making  spirits,  provided  it  was  tnrough  an  operation  of  building  a  distillery  with- 
out being  loaded  with  these  fixed  chaj*ges,  as  they  were,  would  be  about  10  cents 
a  ^llon.  At  that  time  they  were  getting  a  profit  of  from  40  to  50  per  cent  on 
spirits. 

Q.  That  is,  they  are  selling  at  something  like  15  cents?— A.  Yes ;  14  to  15  cents. 
Of  course  it  did  not  matter  to  them  as  distributers  what  it  was.  The  cent  and  a 
quarter  per  gallon  which  they  chose  to  offer  us  was  not  equal  to  a  guaranty  for 
loss  by  bad  debts.  We  sell  those  goods  tax-paid,  and  that  means  about  $1.2o  and 
11.80  a  gallon,  or  a  little  over  $60  a  barrel.  They  offered  us  a  cent  and  a  quarter 
a  gallon,  which  was  about  75  cents,  for  doing  a  business  and  having  the  risk  of 
credit  and  leakage  and  all  other  exi)enses  on  a  barrel  of  goods  worth  about  |65. 
We  declined  to  accept  the  proposition.    We  declined  to  act  as  distributers. 

COMPARISON  OF  THE  EARLIER  AND  LATER  COMBINATIONS. 

Q.  Let  us  compare  this  offer  that  was  made  you  by  the  Standard  Distilling 
and  Distributing  Company  with  the  terms  you  had  from  the  former  whisky  trust. 
How  much  did  you  get  out  of  them  ? — A.  My  memory  is  not  so  good  as  it  was 
some  time  ago,  and  1  do  not  recollect.  But  tne  other  arrangement  was  broad 
and  satisfactory  in  comparison  with  this.  It  was  very  ffood,  so  far  as  the  trust 
was  concerned,  and  so  long  as  they  conducted  it  properly  it  was  satisfactory  to 
the  trade. 

Q.  Their  unsatisfactory  management  consisted  in  putting  up  the  price  unrea- 
sonably hig^h,  as  you  thought,  for  speculative  purposes?— A.  It  was  partly  in  the 
too  high  price  and  partly  in  the  small  profit  they  offered  us  as  distributers.  The 
result  was  that  we  immediately  looked  about  with  a  view  of  helping  to  build  a 
plant  in  order  to  secure  our  supply  at  the  lowest  possible  cost. 

Q.  So  you  have  built  a  plant  of  your  own  ? — A.  Yes ;  in  connection  with  several 
large  houses  we  have. 

Q.  Do  you  know  whether  the  trade  generally,  if  the  dealers  do  not  have  their 
own  distillery,  prefer  at  present  to  buy  of  independent  distillers  or  of  the  com- 
bination ?    Is  there  any  preference  ?— A.  Yes ;  people  who  have  been  in  trade  and 
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have  had  much  experience  with  the  old  tmsts  ai*e  not  in  favor  of  the  present  one. 
We  have  had  cases  recently  where  large  houses  paid  us  a  half  cent  more  because 
they  felt  their  position  as  large  houses  was  insecure,  much  the  same  as  we  felt 
when  we  decided  to  go  out  of  our  regular  business  and  into  the  manufacture  of 
spirits. 

Q.  This  last  offer  you  said  came  to  you  from  the  Standard  Distilling  and  Dis- 
tributing Company.  The  American  Spirits  Manufactaring  Company  was,  I 
believe,  the  organization  that  took  over  the  most  valuable  plants  of  the  old  whisky 
trusts,  along  in  1885?— A.  We  understand  so. 

O.  Have  you  any  knowledge  with  reference  to  the  terms  they  make  to  the 
trade?— A.  No. 

Q.  It  has  been  reported  of  late  in  the  papers  that  the  American  Spirits  Manu- 
facturing Company,  the  Standard  Distilling  and  Distributing  Company,  the  dis- 
tiUers  in  Kentucky,  manufacturers  of  rye  whiskv  in  the  East,  etc.,  are  uniting  to 
make  one  great  organization  to  control  practically  all  the  manufacture  of  spirits 
in  the  country.  !Bave  you  any  knowledge  with  reference  to  this? — A.  Nothing 
more  than  what  I  see  in  the  papers.  We  would  naturally  not  know  much  of  any- 
thing about  it. 

EFFECT  OF  INCREASED  PRICE  ON  CONSUMER  (RESUMED). 

Q.  (By  Mr.  Kennedy.)  To  return  to  the  question  of  who  bears  the  burden  of 
the  increase  in  the  price  of  spirits,  you  said,  I  believe,  that  ultimately  the  con- 
sumer pays  it.  Now,  we  have  had  considerable  testimony  to  the  contrary,  and  I 
would  like  to  ask  you  what  the  effect  is  with  the  retail  dealer  who  carries  special 
popular  brands  of  whisky.  If  he  continues  to  sell  these  sx)ecial  brands  when  the 
price  is  increased,  how  does  the  consumer  bear  the  burden?— A.  Of  course  there 
are  exceptions  to  all  rules.  I  was  only  speaking  of  that  in  a  general  way.  The 
retail  price  of  the  leading  case  floods  on  the  market  would  not  be  changed  unless 
the  advance  in  the  wholesale  price  was  large,  because  competition  would  prevent 
it.  What  I  referred  to  was  consumption  in  general.  To  illustrate,  let  us  say  that 
a  large  jobbing  drug  house  in  New  York  pays  an  advance  of  10  cents.  They  sell 
to  their  retail  customer,  charging  the  10  cents  advance  and  probably  the  profit  on 
it,  which  they  should  do  as  a  correct  business  principle,  and  the  retailer  who  uses 
those  goods,  either  selling  them  as  they  are  or  manufacturing  them,  would,  I 
think,  always  charge  the  full  advance  which  he  had  paid.  There  might  be  some 
little  circumstances  concerning  the  fixed  prices  upon  known,  reputable  brands,  so 
that  they  could  not  be  very  well  changea ;  and  in  that  case  it  might  be  that  the 
dealer  would  bear  the  burden  of  the  larger  portion  of  the  increase.  In  our  own 
case  (we  put  up  some  case  goods)  we  find  that  they  are  now  costing  us  a  little 
more  than  they  did  6  montns  ago,  on  account  of  the  very  large  advance  in  rye 
whisky.  Here  we  are  the  sufferers  because  we  do  not  think  it  good  policy  to 
chan^  our  prices ;  but  so  far  as  the  general  trade,  the  great  volume  of  consump- 
tion. IS  concerned,  1  think  the  other  rule  will  hold  good. 

CONDITION  OF  THE  DISTILLING   INDUSTRY. 

Q.  (By  Mr.  C.J.  Harris.)  What  is  the  capacity  of  the  distilleries  of  the  coxm- 
try  ?  Are  they  able  to  produce  largely  in  excess  of  what  is  consumed  ?— A.  Yes ; 
I  think  they  are. 

Q.  Has  there  been  a  great  deal  of  dismantling  of  distilleries  by  the  trust? — ^A. 
Tee ;  I  understand  there  has. 

Q.  What  would  you  say  is  the  capacity  of  the  distilleries  at  present?  Could 
they  produce  double  the  amount  that  is  consumed?— A.  I  should  think  so.  The 
fact  is  that  the  Standard  Trust  and  the  old  trust  confined  their  manufacturing 
operations  to  the  plants  which  they  found  most  economical  to  run.  They  do  so 
to-day. 

EXPORTATION  OF  SPIRITS  AND  OVERPRODUCTION. 

).  Is  there  much  of  an  export  business  in  spirits  ? — A.  No. 

►.  Does  the  Government  tax  prevent  it  ?— A.  No. 

J.  What,  to  your  mind,  is  the  reason?— A.  Well,  the  action  of  the  German 
Gk>vemment  in  pajong  a  bounty  on  alcohol  made  from  beets  is  an  important  factor, 
and  has  been  a  controlling  one  when  com  was  high.  But  we  are  now  very  near 
the  point,  I  think,  when  spirits  can  be  exx>orted. 

Q.  Are  not  the  conditions  in  this  country  more  favorable  than  in  any  other  for 
the  production  ?  Is  not  this  the  greatest  corn-producing  country  in  the  world  ? — ^A. 
For  grain,  yes. 
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Q.  (By  Mr. Phillips.)  Yon  say  we  are  pretty  nearly  at  the  ^int  now  where 
we  can  export  spirits,  but  wonld  we  not  be  still  nearer  that  point  if  there  were 
no  tax? — A.  The  tax  really  has  no  effect,  because  all  exports  are  in  bond  withont 
the  payment  of  tax. 

Q.  (by  Mr.  A.  L.  Harris.)  What  is  the  cause  of  the  overproduction  of  distiller- 
ies? I  mean  the  number  of  distilleries. — ^A.  TJie  manufactxire  of  spirits  is  a  profit- 
able business.  When  fair  prices  can  be  obtained  the  distiller  can  make  money 
very  fast.  For  instance,  in  the  distillery  we  have,  running  about  4.000  bushels 
of  grain,  if  we  can  get  1  cent  a  gallon  net  profit  we  make  $50,000  or  $60,000  a 
year.  Such  a  jiossibiuty  is  a  temptation  to  some  people,  and  through  that  the 
building  of  distilleries  has  been  overdone.  Overproduction  has  followed,  just  as 
in  many  other  lines  of  manufacture,  and  the  result  has  been  a  great  desire  to 
combine  in  the  form  of  trusts.  The  tendency  is  not  confined  to  the  whisky  busi- 
ness. 

Q.  Is  the  foreign  demand  for  whisky  at  the  time  when  prices  are  good  ? — ^A. 
The  foreign  demand  is  not  for  whisky,  but  for  spirits  and  alcohol.  We  used  to 
export  a  great  deal  of  spirits  to  the  Mediterranean,  where  it  was  used  largely  in 
fortifying  wines,  but  that  supply  now  comes  from  Q^rmany,  mainly  because  the 
German  Government  pays  a  bounty  upon  the  manufacture  of  sugar  and  spirits. 

Q.  ^By  Representative  Otjen.)  Is  there  no  tax  upon  spirits  and  lucohol 
exported?— A.  No. 

Q.  Then,  so  far  as  the  foreign  trade  is  concerned,  the  tax  of  $1.10  a  gallon  cats 
no  figure? — ^A.  None  at  all, 

REASONS  FOR  THE  EXISTENCE  OF  THE  TRUST. 

S.  (By  Mr.  A.  L.  Harris.)  What  was  the  object  in  forming  the  trust  origi- 
y? — A.  To  prevent  competition  in  the  business,  precisely  as  it  was  a  year  ago. 

Q.  With  the  view  of  controlling  the  output  ? — ^A.  With  the  view,  yes,  of  control- 
ling the  output  and  combining  all  the  interests  so  as  to  prevent  large  comjietition. 

Q.  Regpilating  the  price  to  make  a  profit  ? — A.  Yes.  For  two  years  before  the 
last  trust,  which  we  call  the  Standard,  was  formed,  there  had  been  no  money 
made  in  the  business ;  on  the  contrary,  there  had  been  some  loss  on  account  of 
competition. 

Q.  What  was  the  result  of  the  operation  of  the  trust  upon  the  output? — A. 
They  reduced  the  output  to  correspond  with  the  demand,  and  fixed  and  made  an 
advance  in  the  price. 

Q.  Do  you  know  whether  or  not  the  trust  at  any  time  fixed  the  price  that  the 
distributer  should  sell  for? — ^A.  No. 

Q.  Was  it  not  done  at  all? — A.  Yes ;  in  a  certain  way.  The  distributer's  own 
interest  would  prevent  him  from  changing  the  price ;  but  I  do  not  think  they  had 
any  agreement  about  it.  The  trust  made  the  price  at  which  it  would  sell  to  the 
jobbing  trade,  which  was  li  cents  less  than  they  gave  to  the  small  distributers — 
those  who  occasionally  buy  a  carload. 

Q.  Do  you  know  whether  there  was  any  arrangement  among  the  distributers  to 
prevent  their  customers  from  selling  for  less  than  the  prices  received  from  the 
distributers? — A.  No ;  I  do  not  think  there  was  any. 

Q.  (By  Mr.  Ratchford.)  Was  the  only  cause  for  the  existence  of  the  trust, 
that  which  you  have  stated?— A.  To  fix  the  price  systematically? 

Q.  To  regulate  the  production  and  raise  tne  price;  was  that  the  only  cause? — 
A.  I  think  that  was  primarily  the  moving  cause. 

Q.  What,  in  your  opinion,  would  have  oeen  the  result  if  this  trust  had  not  been 
organized? — A.  There  would  have  been  a  cutting  of  prices. 

Q.  Do  you  not  believe  that  production  and  prices  would  regulate  themselves 
under  the  operation  of  supply  and  demand,  if  the  trust  had  not  oeen  organized  ? — 
A.  I  can  only  say  that  such  was  not  the  case  before.  Some  distilleries  can  make 
spirits  much  cheaper  than  others,  and  sometimes  the  needs  of  a  distiller  for  money 
makes  a  difference  in  price. 

Q.  If  the  whisky  business  became  unprofitable,  is  it  not  a  fact  that  men  would 
refuse  to  put  their  money  into  it  and  in  that  way  prevent  this  enormous  produc- 
tion whicn  tends  to  reduce  prices? — A.  When  a  business  is  at  a  low  ebb,  and 
money  is  being  lost,  i)eople  do  not  often  invest  in  it. 

Q.  That  is  true  of  all  oranches  of  business,  as  well  as  the  whisky  business,  is  it 
not? — ^A.  Certainly. 

Q.  Then  if  a  trust  is  advantageous  to  the  whisky  men,  would  it  not  also  be 
equally  advantag;eous  to  men  in  all  other  branches  of  business? — ^A.  If  properly 
conducted,  I  am  in  favor  of  it. 
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THE  AMOUNT  OF  8PIKITS  PRODUCED. 

Q.  (By  Mr.  Kennedy.)  Do  you  think  the  sapply  of  spirits  on  hand  is  largely  in 
excess  of  the  demand  for  it  ? — A.  Yon  are  speaking  of  spirits  now? 

Q.  Yes;  the  products  of  these  trusts. — A.  Stocks  of  spirits  are  not  ordinarily 
carried  for  any  length  of  time;  they  are  manufactured  to-day  and  sold  to-morrow. 
But  whiskies,  both  bourbon  and  rye,  are  contracted  for  and  held  in  bond  for 
years.  In  this  respect  the  two  kinds  of  business  are  quite  different,  as  well  as  in 
the  methods  of  handling  the  goods. 

Q.  What  was  it  you  said  about  there  being  a  surplus  on  hand  beyond  the 
demand  of  consumers? — A.  I  do  not  remember  in  what  connection  that  was,  but 
it  probably  had  reference  to  the  overstock  in  whiskies,  such  as  Kentucky  bourbon 
whiskies,  which  are  carried  for  years  in  bond,  and  also  to  rye  whiskies,  which  are 
made  in  the  East. 

Q.  Do  you  believe,  then,  that  the  amount  manufactured  is  equal  to  the  demand 
TigLt  along?— A.  Oh,  yes. 

Q.  And  that  there  would  not  be  anything  gained  in  the  production  by  decreas- 
ing the  Gk>vemment  tax? — ^A.  The  Government  would  receive  less  money. 
^Q.  Do  not  these  combinations  aim  to  manufacture  all  that  is  necessary,  and  they 
all  pay  the  tax  on  it? — A.  I  do  not  see  what  that  has  to  do  with  the  amount  of 
revenue  received  by  the  Government. 

QUESTION  OF  THE  FEDERAL  TAX  RESUMED. 

Q.  We  had  the  other  day  a  ver^  high  authoritv  to  the  effect  that  the  produc- 
tion would  be  largely  increased  if  the  tax  were  lowered,  and  I  want  to  be  sure 
about  that.  Is  it  your  opinion,  then,  that  the  production  would  not  be  increased 
by  reducing  the  tax? — A.  By  reducing  it  from  fl.lO  to  what  figure? 

Q.  Well,  say  to  75  cents. — ^A.  Compared  with  other  liquors  and  wines,  spirits 
would,  to  that  extent,  seem  cheaper  to  the  consumer ;  but  if  the  revenue  was  not 
diminished  there  would  have  to  be  an  increased  quantity  consumed,  and  I  do 
not  think  vou  will  find  statistics  to  show  that  the  consumption  has  been 
materially  Jess  at  fl.lO  than  it  would  have  been  at  75  .ents.  There  has  been  a 
great  deal  of  talk  about  the  last  advance  from  70  cents,  or  whatever  the  tax  was, 
to  $1.10,  that  it  paid  the  €k>vemment  a  great  deal  more ;  but  the  fact  is,  that 
before  the  new  law  went  into  effect,  in  order  to  avoid  the  increase,  the  former  tax 
had  been  paid  on  an  amount  equal  to  nearly  three  years'  consumption.  Of  course 
that  affected  the  revenue  collected  at  the  new  rate  for  two  years  certainly,  and 
I>erhaps  three.  We  now  have  goods  on  hand  that  we  thought  it  wise  to  pav  taxes 
uxxm  a  year  ago.  In  the  same  way,  many  in  the  trade  thought  there  would  be  a 
profit  in  borrowing  money  beyond  what  was  usual  in  order  to  pay  the  tax  and 
accumulate  a  stock.  The  depressed  condition  of  trade  also  had  a  great  deal  to 
do  with  the  payment  of  the  tax.  All  these  things  should  be  considered  in  making 
any  calculation  concerning  the  two  rates  of  tax. 

EXPORTATION  OF  SPIRITS  RESUMED. 

If  it  is  within  your  province  to  bring  up  the  question  of  exports  of  alcohol  or 
whisky,  I  should  like  to  say  something  on  that  question.  Some  of  you  gentlemen 
have  said  that  we  are  in  position  to  make  whisky  or  spirits  as  cheap  as  any 
country  in  the  world,  and  tnat  is  undoubtedly  the  case.  It  is  also  true  that  there 
is  no  country  that  makes  as  good  a  quality  of  goods  as  we  do,  though  each  coun- 
try has  its  peculiar  flavors  or  brands.  We  ought  to  be  the  largest  exporter, 
whereas  we  are  substantially  the  smtJlest.  Great  Britain  has  the  most  liberal 
laws  concerning  exportation  of  any  country  of  which  we  know.  The  result  is 
tiiat  London  has  become  the  great  warehouse  for  the  world.  If  we  want  Jamaica 
rum,  we  do  not  go  to  the  island  for  it,  but  to  London.  It  is  all  shipped  there  for 
storage  or  distribution.  They  have  no  such  thing  as  a  bonded  period.  The  goods 
are  dexK)sited  there,  and  the  duty  is  paid  on  what  goes  out.  It  does  not  affect  the 
consumption  at  all,  and  would  not  with  us  if  our  Taws  were  the  same.  The  main 
difficulty  with  us  is  that  when  we  undertake  to  export  goods  the  Government 
throws  as  many  obstacles  as  possible  in  the  way. 

We  have  attempted  three  tunes  to  open  an  export  trade  through  what  is  known 
as  class  6,  bonded  warehouses — that  is,  manufacturing  warehouses — and  twice  we 
have  been  comi)elled  to  close  up  because  the  exx)en8es  were  so  great.  In  the  first 
place,  there  must  be  a  beginmng,  and  it  takes  time  to  build  up  a  trade.  The 
expenses  should  therefore  be  adapted  to  the  situation;  but  the  Government 
requires  us  to  have  a  warehouse,  an  entire  building,  first  class  in  every  way,  with 


248  HEARINGS   BEFORE   THE   INDUSTRIAL   COMMISSION. 

iron  shntterSf  etc.,  which  in  New  York  costs  something,  besides  a  Gk>yemment 
officer  at  |1,800  a  year  in  addition  to  the  expense  of  our  own  force  of  employees. 
On  the  whole,  we  found  it  did  not  ^y  us.  We  opened  again  when  the  recent  war 
commenced,  and  haye  made  very  fair  progress.  The  conditions  here  should  be  the 
same  as  in  London,  where  there  are  very  large  warehouses  operated  by  merchants 
who  put  their  goods  in  and  export  them.  Better  facilities,  in  other  words,  should 
be  given  to  the  export  trade. 

Q.  (By  Mr.  Jenes.)  Can  you  tell  in  just  what  way  our  laws  should  be  modi- 
fied so  as  to  encourage  the  export  trade? — ^A.  I  think  that  a  system  of  draw- 
backs might  be  devised  so  that  jy^oods  which  have  paid  the  tax  could  be  put  into 
the  present  bonded  warehouses,  in  order  to  prevent  any  fraud,  and  allowed  to  go 
though  these  warehouses,  the  same  as  French  brandies  do  now. 

THE  CORRECT  METHODS  OF  MANAQINa  A  TRUST, 

• 

Q.  (By  Mr.  Kennedy.)  You  have  stated  that  you  believe  trusts  would  be  a 
very  good  thing  if  properly  conducted.  Will  you  mention  the  particular  ways  in 
which  you  think  they  should  be  differently  managed  ? — A.  In  a  word,  they  should 
adopt  the  same  principles  as  the  Standard  Oil  Company  follows,  which  account 
for  the  success  of  that  or^^anization — simply  attempt  to  secure  a  fair  and  reason- 
able profit.    I  think  that  is  all  that  would  be  necessary. 

Q.  (By  Mr.  A.  L.  Harris.  )  What  can  refined  oil  be  sold  for  at  a  profit  ?->A.  I  do 
not  know.  I  am  not  familiar  with  it.  My  information  concerning  the  Standard 
Oil  Company  is  derived  from  the  vice-president  of  their  largest  plant,  who  is  a 
bank  director  in  the  place  where  I  live.  In  the  course  of  many  years'  association 
with  him  I  have  learned  something  of  their  business  methods.  There  is  a  rivalry 
among  the  different  plants  to  see  which  can  produce  the  best  results — t.  e. ,  pro- 
duce oil  of  equal  quality  at  the  lowest  cost.  If  any  of  them,  he  has- said,  succeed 
in  making  an  improvement,  or  in  reducing  the  cost,  even  slightly,  and  it  is 
reported  to  Mr.  Rockefeller,  the  extra  profit  does  not  go  to  the  stockholders,  but 
the  price  of  oil  is  reduced.  The  company's  gains  are  in  a  small  profit  on  all  the  oil 
produced  in  the  country  and  in  their  methods  of  handling  it.  Small  economies, 
of  which  smaller  producers  can  not  avail  themselves,  aggregate,  in  a  vast  business, 
a  large  amount.  What  has  been  accomplished  in  the  oil  business  might  also  be 
accomplished  in  the  distillery  business.  As  I  have  said,  the  product  of  our  own 
plant  IS  practically  10  per  cent  of  the  total  consumption  of  spirits  and  alcohol  in 
the  country.  Ten  such  plants  could  supply  the  whole  demand — about  60,000,000 
gallons.  Two  cents  a  gallon  on  that  product,  with  the  present  capitalization, 
would  pay  very  well ;  and  yet  there  is  no  part  of  the  established  trade  but  what 
would  be  willing  to  pay  that  price.  A  year  ago  we  made  an  offer  to  the  Standard 
Distilling  and  Distributing  Company  not  to  undertake  any  comjietition,  if  they 
would  give  us  a  fixed  price,  based  upon  the  price  of  com  and  not  upon  inflated 
charges,  but  yielding  them  a  profit  of  2  cents  a  gallon. 

Q.  (By  Mr.  Phillips.)  Would  you  consider  it  unreasonable  if  your  profit  on 
each  bushel  of  com  bought  was  more  than  the  amount  paid  for  it  ? — ^A.  I  should 
consider  it  unusual. 

Q.  Do  you  believe  the  Standard  Oil  Company,  for  instance,  makes  more  on  each 
barrel  of  oil  than  they  pay  the  producer  for  that  oil? — ^A.  No. 

Q.  Do  you  not  think  their  profits  show  that  for  the  last  ten  or  fifteen  years? — 
A.  I  do  not  know  anything  about  that. 

Q.  (By  Representative  Otjen.)  Do  you  think  the  profit  of  $50,000,000  made  by 
the  Standard  Oil  Company  from  the  oil  industry  of  Ohio  is  a  moderate  profit? — 
A.  I  do  not  know  anything  about  it. 

Q.  (By  Mr.  A.  L.  Harris.  )  What  per  cent  of  the  total  supply  of  spirits  in  the 
country  must  be  controlled  in  order  to  regulate  the  price  ? — ^A.  I  do  not  know 
that  there  is  any  fixed  percentage,  but  in  order  to  regulate  it  closely  it  is  neces- 
sary to  control  the  whole  supply, 

Q.  Control  all  of  it? — ^A.  Yes;  every  distiller,  if  it  is  prox>OBed  to  regulate  it 
closely.  Of  course  that  would  probably  not  be  possible.  The  comx>etition  to  the 
Standard  Distilling  Company  to-day  is  limited  to  one  or  two  very  small  concerns 
outside  of  our  own  company,  which  I  have  named. 

Q.  (By  Mr.  Jenks.)  Then  you  think  that  they  control  about  85  per  cent  of  the 
ou^ut  ?— A.  I  should  say  so. 

OVERCAPITALIZATION   OF  TRUSTS. 

Q.  (By  Mr.  Kennedy.)  I  think  the  witness  may  be  able  to  give  more  reasons 
why  he  is  in  favor  of  trusts  "  if  they  are  properly  conducted.*'  I  should  like  to 
have  him  say  something  about  overcapitalization — whether  he  does  not  believe 
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that  it  means  the  *' workixig"  of  the  public  by  the  trusts  in  order  to  pay  divi- 
dends?—A.  Overcapitalization,  of  course,  is  a  bad  feature.  Still  I  do  not  know 
how  you  are  going  to  have  trusts  control  and  regulate  prices  in  any  special  indus- 
try tmless  plants  are  taken  in  at  more  than  they  are  worth.  For  instance,  con- 
sider our  company :  Our  plant  cost  us  $160,000,  and  we  have  a  first-class  plant  in 
every  way,  with  a  capacity,  as  I  say.  of  10  per  cent  of  the  consumption  of  the 
country.  Ten  such  plants  would  be  all  that  is  required.  That  would  be  $1 ,500,000. 
Then  you  mijght  want  two  or  three  hundred  thousand  dollars  more  x)erhaps  for  a 
working  capital,  although  it  is  a  strictly  cash  business.  There  is  no  l»nk,  where 
the  plant  is  out  of  debt,  but  what  would  be  willing  to  advance  idl  the  capital 
necessary.  The  com  is  bought  one  day  and  turned  into  s^its  in  the  next  two  or 
three,  and  on  shipment  is  paid  for  by  sight  drafts.  It  is  a  three  or  four  day 
busdness. 

Q.  (ByMr.  Jenks.)  Tou  think,  then,  that  $2,000,000  would  be  really  a  sufficient 
amount  of  capital  to  produce  all  of  the  spirits  that  the  regular  market  of  the 
country  demands? — A.  Yes,  it  can  be  done  now. 

Q.  Tiie  old  Whisky  Trust  and  the  Distilling  and  Cattle  Feeding  Company  were 
capitalized,  the  first  I  believe  at  $80,000,000  and  the  second  at  $35,000,000?— A. 
Tes,  and  the  present  one  at  $24,000,000. 

Q.  So  you  would  be  inclined  to  think  that,  so  far  as  this  capitalization  is  con- 
cerned, part  of  the  capital  is  perhaps  used  in  carrying  dead  phmts  wMch  they  can 
not  mfJce  any  use  of,  and  the  rest  is  water? — ^A.  They  have,  I  understand,  some 
very  valuable  real  estate  as  a  portion  of  their  assets  in  Chicago.  They  have  one 
plant  there  that  is  worth  a  million  or  two.    That  is  real  estate. 

Q.  Were  not  the  distilleries  taken  up  by  the  old  organization,  and  represented 
by  such  a  large  capitalization,  mostly  on  leased  ground  ?— A.  Yes. 

Q.  The  point  you  have  just  made  concerning  the  necessary  capitalization  brings 
up  another  question  with  reference  to  the  management  of  these  organizations, 
dan  they  be  managed  and  the  output  and  prices  regulated  so  that  dangerous 
speculation  will  be  largely  taken  out  of  the  business? — ^A.  These  trusts  could  be 
made  successful  on  a  iMksis  of  fair  profits,  based  upon  the  price  of  grain,  and  would 
be  acceptable  to  the  trade  and  deter  anyone  in  it  from  building  distilleries  when 
there  were  already  more  than  there  should  be.  When,  however,  the  trust  under- 
took to  force  us  out  of  business,  we  were  compelled  to  adopt  the  course  we  did. 
Two  cents  a  gallon  on  60,000,000  gallons  is  $1,200,000.  If  they  had  said  to  the 
wholesale  trade,  We  will  sell  you  goods  at  all  times  at  a  profit  of  2  cents  above  the 
cost  of  manufacture  and  a  reasonable  cost  of  administration,  based  uix>n  what  is 
known  as  * '  the  grain  clause,"  they  would  have  had  no  difficulty  with  comjietition, 
and  would  have  been  able  to  -pay  a  reasonable  dividend  on  the  stock. 

Q.  On  the  present  capitalization  ?— A.  Yes;  and  it  would  have  been  a  growing 
organization. 

Q.  That  is  to  say,  such  a  price  would  really  be  high  enough  so  that  it  would 
pay  dividends  on  four  times  the  building  value  of  the  plants,  to  speak  moderately, 
and  at  the  same  time  be  low  enough  so  that  comjietitors  would  not  be  tempted  to 
come  into  the  field? — A.  Yes. 

Q.  Considering  the  nature  of  this  business,  do  you  think  it  at  all  likely  that  a 
combination  can  be  formed  that  will  live  up  to  the  modest  conditions  you  have 
imposed?— A.  That  I  do  not  know. 

ADVANTAGES  OF  THE    TBUST  TO  COMSUMBBS  AND  tABOREBS. 

Q.  What  you  have  said  thus  far  of  the  advantages  of  these  combinations  has 
been  mainly  from  the  standpoint  of  the  distiller  and  the  large  wholesale  dealer  or 
distributer.  What  do  you  tnink  is  the  effect  of  these  combinations  upon  the  con- 
sumer? As  oomi)ared  with  the  comx>etitive  system,  are  there  any  advantages  to 
him?— A.  Well,  as  I  said  before,  if  the  profit  is  made  reasonable  so  as  to  yield 
dividends  sufficient  to  make  the  business  a  satisfactory  investment,  I  believe  it 
woxdd  be  better  all  round.  It  would  be  better  for  the  dealer  because  prices 
would  be  regular.  A  year  or  more  ago  we  could  buy  $20,000  or  $50,000  worth  of 
goods  one  day  with  no  certainty  that  they  might  not  be  lower  the  next.  What 
we  want  in  business  is  certainty  in  prices ;  that  is  one  of  the  things  that  a  trust, 
properly  conducted,  gives. 

Q.  As  regards  the  effect  upon  labor,  do  you  think  there  are  likely  to  be  as  many 
men  employed  when  we  have  great  combinations  controlling  the  output  abso- 
lutely as  when  there  are  a  large  number  of  concerns  competing  with  one 
anotner? — ^A.  Of  course  if  the  production  of  spirits  were  confined  to  8  or  10 
houses,  while  formerly  there  were  twice  that  number,  there  might  be  a  slight 
difference  in  the  amount  of  labor  employed ;  but  I  do  not  think  it  would  be 
appreciable,  because  there  is  not  much  labor  employed  anyway. 
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(j.  You  think  perhaps  that  the  conditions  of  employment  would  be  more  cer- 
tain also  ?— A.  Yes. 

Q.  There  was  a  question  asked  by  Commissioner  A.  L.  Harris,  regarding  which 
there  seems  to  have  been  a  contradiction,  with  reference  to  fixing  prices  by  the 
old  combination.  I  understood  you  to  say  that  the  Distilling  and  Cattle  Feeding 
Companj  furnished  you  goods ,  and  that  vou  received  rebate  certificates  payable 
on  condition  that  you  d^t  only  with  them ;  and  I  understood  also  that  these 
certificates  were  payable  on  condition  that  you  would  maintain  the  price  fixed  by 
them.  Is  that  right  or  not? — A.  Well,  now,  1  do  not  recollect,  but  the  test  of 
loyal^  was  the  essential  feature  in  the  arrangement. 

Q.  Tou  are  not  quite  clear  as  to  the  question  of  fixing  prices  ? — ^A.  My  impres- 
sion is  that  there  was  some  regpulalion  as  to  the  prices. 

AFFIDAVIT. 

State  of  New  York,  County  of  New  York,  88.: 

I  swear  that  the  statements  made  by  me  of  my  own  knowledge  in  the  forego- 
ing rex>ort  of  my  testimony  before  the  Industrial  Commission  are  true,  and  that 
allother  statements  I  believe  to  be  true. 

M.  A.  Cook. 

Sworn  and  subscribed  to  before  me  this  8th  day  of  August,  1899. 

[seal..]  Louis  J.  EIaufman,  Jr., 

Notary  PubliCy  Kings  County,  N.  Y, 

Certificate  filed  in  New  York  County,  N.  Y. 


Washington,  D.  C,  May  19, 1899. 

TESTIMOHT  OF  ME.  HElfBT  E.  0.  LUYTIES, 

Whole8ale  liquor  dealer. 

The  commission  met  at  10.45  a.  m.,  Vice-Chairman  Phillips  presiding.  Mr. 
Henry  E.  G.  Luyties,  wholesale  licjuor  dealer,  New  York  City,  N.Y.,  appeared  as 
a  witness  on  the  subject  of  the  whisky  trust,  at  12.05  p.  m. 

Q.  (By  Mr.  Jenks.)  What  is  your  business? — ^A.  Wines  and  liquors;  I  have 
been  in  this  business  since  1866. 

Q.  You  have  had  experience,  then,  with  all  these  different  organizations? — Jl, 
Yes. 

THE  PAYMENT  OF  REBATES  BY  THE  TBUST. 

Q.  Can  you  supplement,  with  one  or  two  particulars,  the  testimony  of  the  pre- 
vious witness,  with  reference  to  the  rebates  received  by  wholesalers  from  these 
combinations?  Did  you  receive  rebates  from  both  organizations ;  from  the  trust 
before  it  went  into  the  company? — A.  No ;  only  from  the  company. 
From  the  Distilling  and  Cfattle  Feeding  Company? — ^A.  Yes. 
Do  you  recall  how  much  these  rebates  were? — ^A.  They  were  first  6  cents  a 
Ion,  afterwards  7  cents,  with  the  condition  that  they  would  be  paid,  when  they 
;ame  due  six  months  later,  only  if  we  had  bought  all  our  supply  from  the  com- 

Cy.  There  was  one  feature  which  perhaps  was  not  mentioned.  We  did  not 
^  our  goods  from  the  trust,  but  from  their  distributers,  and  the  rebates  were 
furnished  by  the  trust,  so  that  if  they  did  not  wish  to  pay  them  they  could  more 
easily  get  out  of  it. 

Q.  Explain  that  a  little  more  fully.  You  say  you  bought  from  the  distributers ; 
for  example,  what  distributers  ? — ^A.  Curtis  &  Co.  was  one  of  them.  When  we 
bought  a  carload  of  spirits  they  would  charge  $1.30  or  $1.85,  whichever  it  was, 
and,  together  with  the  bill,  would  send  us  a  rebate  from  the  Distilling  and  Cattle 
Feeding  Comiwmy,  so  that  they  had  nothing  to  do  with  it  directly.  1  remember 
it  very  weU,  because  when  we  wanted  to  deduct  our  rebates  from  their  bills  they 
would  not  lUow  it.  We  did  not  wish  to  get  into  a  lawsuit  with  them,  and  so 
paid  their  bills  and  collected  our  rebates  in  some  other  way  later  on. 

Q.  Did  you  receive  any  other  rates  of  rebate  besides  the  5-cent  and  7-cent  ones 
you  just  mentioned? — A.  I  think  not ;  it  was  quite  a  while  ago,  but  I  think  that 
was  all. 
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Q.  Would  yon  be  able,  from  your  books,  to  give  us  exactly  the  rebates  received 
at  the  different  dates? — A.  Yes ;  but  we  would  have  to  look  u^  the  books. 

Q.  Will  you  look  up  the  books  and  report  to  the  commission  concerning  the 
remites  you  received,  and  the  dates  you  received  them? — ^Yes,  with  pleasure. 

[From  letter  of  June  5, 1899.] 

The  last  rebate  vouchers  paid  $0.07  per  proof  gallon.  Before  that  time  it  was 
$0.05  a  gallon.  The  spirits  were  sold  by  the  distributers,  but  the  vouchers  were 
deliver^  direct  l^ythe  Distillers  and  Cattle  Feeders'  Trust  to  the  customers  of 
the  distiibuters.  The  rebate  vouchers  were  stopped  in  the  summer  of  1894,  but 
the  contract  as  issued  was  held  to  be  valid  by  the  court  in  1896.  So  far  as  I  know, 
(300  to  |40O  remained  unpaid  at  that  date.  The  highest  amount  of  vouchers 
issued  at  one  time  was  about  |2,000,000.  Finally  the  trade  became  restless  and 
other  distilleries  were  built,  as  is  fdways  the  case,  I  believe,  when  any  trust 
charges  an  exorbitant  price.  The  temptations  to  get  into  tde  distilling  business 
are  so  great,  because  of  the  enormous  profits  when  spirits  bring  a  high  price,  but 
these  profits  are  often  realized  on  paper  onlv.  Other  concerns  started  up  which 
were  not  saddled  with  $4,000,  or  |5,()00,  or  $10,000  in  rebates ;  they  came  into  the 
market  and  purchased  spiiits  without  a  rebate,  and  even  cheaper  than  we  could 
buv  from  the  trust,  considering  the  rebates. 

Q.  You  mean  from  the  indei)endent  distilleries? — ^A.  Thus  the  trade  gradually 
worked  away  from  the  trust,  except  that  of  those  companies  on  w^hom  they  had  a 
particular  hold  by  owing  them  a  large  amount  of  rebates.  In  order  to  work  our 
own  way  out  of  it  we  started  another  company,  got  it  to  buy  the  goods,  kept  our 
business  up  as  well  as  possible,  and  in  that  way  collected  most  of  our  rebates.  Is 
that  clear  to  you  ? 

O.  Not  quite. — ^A.  Well,  for  instance,  if  I  sell  you  a  lot  of  spirits  with  rebates, 
I  bmd  you  for  6  months  not  to  buy  spirits  from  anybody  else.  If  I  then  transfer 
my  business  to  another  gentleman,  take  out  a  new  license,  let  him  deliver  my 
goods  for  6  months,  I  am  out  after  6  months,  sdl  the  vouchers  being  paid.  The 
trust  eventually  paid  the  balance  of  our  vouchers,  in  order  to  have  our  good  will, 
although  we  commenced  to  buy  from  other  sources  before  our  vouchers  were  all 
paid  l^  the  trust.  The  trust,  if  I  remember  right,  did  not  i>ay  many  of  these 
rebates  when  they  became  due.  They  did  not,  at  least,  until  they  had  evidence 
that  the  agreement  was  kept,  and  I  think  the  law  upheld  them.  The  receiver, 
Gteneral  McNulta,  took  the  same  position,  and  most  of  the  people  who  violated 
the  agreement  were  never  paid,  we  got  our  money  because  they  thought  it  was 
better  to  pay  us  the  balance  of  our  rebates  than  to  let  our  trade  go  altogether. 

Q.  What  did  the  committee  which  was  apixnnted  by  the  dealers  who  had 
received  these  rebate  certificates  in  order  to  protect  themselves,  and  of  which,  I 
believe,  yourself,  Mr.  Cook,  Mr.  Bice,  and  possibly  others  were  members,  do  in 
the  way  of  securing  their  payment — simply  threaten  the  combination  that  you 
would  do  what  you  have  done?— A.  When  we  came  to  consider  the  legal  points, 
it  was  a  very  ticklish  question.  Our  trade  influence  was  more  protection  to  us 
than  that  onered  by  tne  law.  It  was  an  expensive  lawsuit,  and  I  do  not  know 
what  its  effect  reallv  was.  I  think  we  sent  most  of  the  rebates  back  to  the  own- 
ers, and  settied  with  the  trust  directiy,  in  one  wav  or  another.  The  rebate  busi- 
nees  was  simplv  a  contract  that  we  would  buy  all  our  spirits  from  them,  and  we 
only  made  such  a  contract  because  we  could  not  get  our  spirits  anywhere  else. 
After  the  independent  distilleries  started  a  new  man  with  no  contract  could  go 
into  the  business  without  any  effort.  He  could  buv  spirits  and  sell  tiiem  with  a 
profit  where  we  could  not,  and  we  were  continually  fearing,  **  Can  these  people 
pay  the  rebates,  or  will  they  pay  them  when  they  come  due?  " 

Q.  As  Mr.  Cook  was  not  quite  certain  with  regard  to  these  vouchers,  can  you 
recall  whether  the  selling  price  was  fixed  or  not?— A.  The  idea  was— I  do  not 
exactly  remember— but  the  idea  was  that  we  could  seU  at  the  full  prioe  and  keep 
the  7  cents  anyhow.  Of  course  we  were  empowered  to  sell  higher  if  we  could» 
but  we  could  not. 

Q.  Were  you  empowered  to  sell  lower?— A.  I  really  do  not  remember,  but  I 
think  I  can  find  some  of  those  rebate  vouchers  which  must  still  be  in  existence, 
and  you  can  have  them. 

THE  EFFECT  OF  THE  FEDEBAL  TAX  ON  SPIBITB. 

Q.  What  is  ^our  opinion  in  reference  to  the  United  States  tax,  and  what  would 
be  the  effect  if  it  were  lowered  to  75  cents?— A.  In  that  regard  I  do  not  quite 
agree  with  Mr.  Cook.  A  tax  of  $1.10  is  a  very  high  one,  and  many  people  advo- 
cate a  lower  tax.    At  one  time  about  a  year  ago,  when  com  was  very  low,  spirite 
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netted  the  distiller  only  5  cents  a  gallon.  I  remember  we  booght  a  thousand 
barrels  for  export  a  year  afipo  which  we  shipped  to  Hambnrg,  Germany. 

Q,  What  kind  ?— A.  We  did  not  buy  it  from  the  distillery,  but  from  the  American 
Distilling  Company,  who  sold  it  simply  to  relieve  themselves  of  their  sorplns  stock. 
They  could  not  make  money  at  the  price  obtained.  It  was  the  lowest  price  that 
was  ever  charged  for  sj^irits.  Goods  were  not  then  sold  with  a  profit,  but  with 
a  little  loss  to  the  distiller.  I  believe  the  very  lowest  price  was  7  cents  and  a 
fraction.  We  shipjied  spirits  to  the  other  side  at  8  cents.  Now,  if  you  calculate 
that,  you  will  find  the  tax  amounts  to  about  2,200  per  cent  of  the  raw  product. 
There  is  no  doubt  in  my  mind  that  if  a  law  could  be  devised  for  the  United  States 
something  like  England  has,  and  if  the  alcohol  or  spirit  could  be  methylized,  made 
entirely  unfit  for  consumption 

Q.  You  mean  unfit  for  drinking? — ^A.  Unfit  for  drinking  purposes  entirely,  as 
they  have  it  in  England ;  that  would  help  the  consumption  or  spirits  a  great  deal. 
It  would  be  so  cheap  that  it  could  then  bid  used  for  many  purposes  for  which  it  is 
not  used  now.  But  the  difficulty  is,  as  it  has  been  very  well  expressed  by  some 
dealers,  and  also  by  some  very  efficient  revenue  officers  who  have  had  the  matter 
in  charge,  that  there  is  ^reat  temptation  here  for  people  to  mix  up  one  with  the 
other,  tax-paid  and  methylized,  and  in  that  case  we  would  not  know  whether  we 
were  getting  tax-paid  spirits  or  spirits  without  tax.  Therefore,  it  is  a  great  deal 
better  as  it  is.  The  Government  passed  laws  giving  the  Commissioner  or  the 
Secretary  authority  to  establish  some  such  regulations,  but  it  was  found  an 
enormous  ta^  and  was  dropiied.  There  were  some  lawsuits  pending,  but  they 
were  dropped.  Some  druggists  had  sued  the  GK)vemment  for  tne  tax  which  they 
had  paid  on  certain  goods  supplied  to  the  arts,  but  they  could  not  get  any  rebate 
out  of  the  Government.  This,  however,  is  a  very  delicate  question,  and  before 
anything  of  the  kind  is  attempted  there  must  be  some  certainty  of  its  working 
satisfactorily ;  otherwise  it  would  be  much  better  to  collect  the  tax  from  every 
gallon  used  for  any  purpose. 

Q.  Are  you  inchned  to  think  the  amount  of  revenue  would  be  lessened  if  we 
were  to  retain  the  present  law  in  regard  to  method,  and  reduce  the  rate  from 
|1 .10  to  75  cents  ?— A.  1  actually  believe  the  consumption  would  be  much  higher.  I 
do  not  quite  agree  with  Mr.  Cook.  It  is  difficult  to  answer  the  question,  ror  it  is 
merely  a  matter  of  theory  as  to  what  rate  of  tax  will  produce  the  gi'eatest  amount 
of  revenue.  I  think  there  is  another  view  in  this  country  on  that  question.  Many 
people  want  to  suppress  the  consumption.  If  you  want  to  make  tne  consumption 
of  aucohol  less,  and  favor  the  consumption  of  lighter  drinks,  then,  of  course,  the 
higher  the  tax  the  less  will  be  consumed,  but  the  revenue  will  consequently  suffer. 
I  think  the  revenue  suffers  now  at  the  rate  of  $1.10.  I  have  here  the  total  amount 
ux)on  which  taxes  have  been  collected  in  20  years,  which  is  about  1,866,000,000 
gallons.    T}ie  average  annual  consumption  for  20  years  is  then  about  93,000,000 

gallons,  but  I  believe  that  the  consumption  of  spirits  per  capita  has  already 
ecreased  considerably.  Perhaps  it  ought  to,  but  the  revenue  must  show  a 
corresponding  decrease. 

Q.  Suppose  there  had  been  a  decrease  in  the  consumption  on  account  of  this 
hig'ner  tax,  do  you  think  that  that  means  a  decrease  in  the  consumption  for  use  in 
the  arts,  or  a  decrease  for  drinking  purposes,  or  both? — ^A.  It  certainly  means  a 
decrease  in  both.  It  can  not  be  estimated  what  use  would  be  made  of  spirits  if  a 
liberal  law  were  passed,  and  if  the  danger  to  the  revenue  could  be  evercome. 
The  Secretary  of  tne  Treasury  has  been  struggling  in  vain  with  this  project,  but 
I  am  sure  he  has  not  given  it  up  without  an  energetic  effort  to  carry  out  his 
instructions  and  make  the  law  effective.  He  has  abandoned  it  simply  because  the 
difficulties  in  his  way  were  so  great,  and  because  he  feared  the  revenue  from 
spirits  would  suffer  a  diminution. 

(J.  Do  you  think  the  increase  in  the  tax  has  decreased  the  consumption  for 
drinking  purjHJses  very  materially? — A.  Yes,  very  materially. 

Q.  We  have  had  some  different  opinions  expressed  here.— A.  No  doubt  you 
have,  but  just  where  the  largest  revenue-producing  i)oint  is,  whether  90  cents  or 
75  cents,  can  only  be  determined  by  trial.  Mr.  Cook  spoke  quite  correctly  in  that. 
Only  recently  more  liberal  laws  were  enacted  in  regard  to  leakage.  I  think  that 
was  very  wise,  because  formerly  we  were  taxed  on  a  large  number  of  gallons 
which  evaporated  from  the  barrels. 

Q.  Evaporation?— A.  Yes;  evaporated.  It  was  unjust  for  a  dealer  to  pay  tax  on 
goods  which  had  evaporated,  ana  were  not  contained  in  the  barrels. 

DISCRIMINATIONS  BY   THE  TRUST. 

Q.  I  wish  to  ask  another  question  or  two  with  referehce  to  the  methods  of  the 
earlier  combination.  Do  you  know  whether  special  prices  were  c^uoted  by  the 
combination  in  some  particular  localities  in  orcfer  to  drive  out  certain  opponents. 
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or  whether  or  not  they  cut  prices  to  special  customers  ? — A.  Yes ;  they  did  that 
then  and  they  do  it  now. 

Q.  Can  you  ffive  any  specific  instances? — ^A.  No;  that  would  be  rather  diffi- 
cult. I  can  only  speak  in  a  general  way.  We  must  consider  the  question  from 
two  sides.  They  bought  the  spirit  business  at  an  enormous  cost.  They  went  to 
a  great  deal  of  trouble  and  expense,  but  they  are  not  the  only  organization. 
There  are  the  Standard,  with  $8,000,000  preferred  capital  and  $12,000,000  common 
stock,  and  the  American  Distributing  Company  wnich,  I  think,  has  $24,000,000 
stock.  Of  course,  all  these  stocks  are  quotea  very  low,  and  if  their  actual  value 
alone  is  considered  the  amount  will  be  very  much  reduced.  They  have  $3,000,000 
of  bonds  besides,  so  that  the  total  capitalization  is  enormous.  Now,  f^ter  pur- 
chasing, with  a  great  deal  of  trouble  and  at  an  enormous  expense,  such  a  busi- 
ness they  consider,  and  perhaps  with  some  justice,  that  they  have  an  exclusiYe 
or  prior  right  to  it,  and  naturally  resent  and  fight  competition  more  than  an 
ordinary  company  would.  But  the  individual  who  has  a  large  business  is  at  a  dis- 
advantage as  compared  with  the  trust.  If  the  individual,  who  has  invested  his  own 
money,  commences  to  fight,  he  fights  with  his  own ;  and  if  he  loses,  he  loses  his 
own ;  but  trusts  are  generally  managed  by  people  whose  financial  interests  are  com- 
paratively small,  and,  as  some  newspapers  have  correctly  expressed  it,  the  hard- 
est thing  in  the  world  to  fight  or  the  most  difficult  competition  to  overcome  is 
that  of  the  decaying  trust.  It  need  not  x)ay  any  dividends,  but  it  is  there  just 
the  same,  and  can  take  the  profit  and  life  out  of  the  business  of  competitors. 

Q.  Then  you  do  not  think  they  made  special  discriminations  in  price  in  order  to 
destroy  competition? — ^A.  I  can  not  say ;  I  can  only  speak  from  our  own  expe- 
rience in  the  distilling  business.  You  know  we  are  interested  in  this  business 
with  'Mr,  Cook. 

Q.  Tes;  I  understand. — ^A.  We  went  into  it  simply  because  we  thought  we  were 
safer,  a  conclusion  naturally  reached  from  our  former  treatment.  Of  course,  the 
new  trust  is  not  the  same  as  the  old  one.  The  old  Whisky  Trust  is  now  a  matter 
of  history,  but  with  a  wise  i>olicy  it  might  still  have  been  in  existence. 

Q.  That  is,  you  think  the  policy  ought  to  be ? — ^A.  The  jwlicy  ought  to  be,  to 

cheai)en  the  ];)roduction  ana  improve  the  product,  to  make  a  moderate  profit  and 
unite  the  business.  So  long  as  this  is  the  result  of  its  operations  the  trust  has  a 
right  to  exist,  and  its  existence  is  not  a  danger  but  a  real  benefit  to  trade. 

THE  ADVANTAGES  POSSESSED  BY  GREAT  COMBINATIONS. 

Q.  You  have  raised  a  point  which  I  should  like  to  have  you  develop  a  little 
further.  What  special  advantage  does  a  great  organization  of  that  kind  have 
over  you,  for  example,  as  the  owner  or  x)art  owner  of  a  single  distillery  ? — A.  Mr. 
Cook  has  expressed  that  ^uite  correctly.  We  had  no  desire  to  go  into  the  distill- 
ing business  in  competition  with  the  trust,  but  were  induced  to  do  so  because  of 
our  unfortunate  experience  and  fear  of  the  future.  We  do  not  like  it  at  all,  for  a 
man  can  only  do  one  business  well,  or  attend  to  one  branch  properljr,  and  he  ou^ht 
to  be  at  the  place  where  his  business  is.  I  believe  trusts  or  combinations  in  this 
business  are  more  necessary  than  in  any  other. 

Q.  Why?— A.  Because  the  cost  of  the  article  is  so  very  small ;  but  of  course  the 
Federal  tax  of  $1.10  must  always  be  considered.  Calculated  on  the  short  price 
the  profit  of  1  or  2  cents  seems  enormous,  but  if  the  tax  is  taken  into  account,  it 
is  very  small.  At  present  the  price  of  spirits  in  New  York  is  very  low  on  account 
of  the  moderate  competition  which  our  small  distillery  causes  the  trust.  Con- 
sequently, their  hold  on  the  trade  can  not  be  very  great,  or  they  would  not  put 
down  their  price. 

Q.  That  is,  the  price  nas  fallen  since  you  have  started  your  distillery  ?— A.  Yes ; 
lately.    Mr.  Clark,  "^no  was  here,  explained  that. 

Q.  How  long  is  it  since  you  started  your  distillery? — ^A.  It  is  only  since 
February,  1899. 

Q.  Who  began  this  cutting  in  prices,  you  or  the  other  company? — A.  They,  of 
course. 

Q.  They  began  ? — ^A.  Yes ;  they  began  to  sell  lower.  They  found,  as  Mr.  Cook 
has  said,  that  outsiders  always  enjoy  a  little  favor  or  preference,  especially  In  this 
line.  I  think  that  if  the  trust  is  not  enjoying  favor  it  is  more  on  account  of  the 
Cattle-Feeding  Trust  than  its  own  sins. 

Q.  People  are  afraid? — A.  Of  course  if  x)eople  have  had  transactions  with  the 
vouchers  and  a  new  company  goes  to  them  and  says,  '*  G^entlemen,  we  want  to 
supply  you ;  we  are  independent  of  all  trusts,''  they  will  naturally  make  some 
fnends  and  get  trade  in  competition  with  the  others. 

S.  When  you  put  your  product  upon  the  market  did  the  Standard  Distilling 
Distribution  Company  commence  cutting  prices? — A.  Yes;  we  went  into 
their  line  and  into  their  field. 
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Q.  Somewhat? — ^A.  Yes;  somewhat.  Every  large  dealer  uses  a  confdderable 
qnantity  of  spirits,  and  the  consumption  is  very  important  and  very  great  jnat 
now.  It  is  the  most  important  article  in  the  trade,  being  realljr  the  comer  stone 
of  the  whole  business.  Of  course  I  am  not  spealdng  of  spirits  in  the  English 
sense  of  the  word,  meaning  every  form  of  liquor  spirito. 

Q.  Then  jrour  distillery,  which  produces  10  per  cent  of  the  output  of  the  coun- 
try, has  of  itself  been  able  to  bring  down  the  prices  quite  deddedly?— A.  Yes. 
They  have  a  temporary  advantage  in  being  able  to  make  a  special  price  to  a  few 
customers  in  New  "^ork  and  thus  indemnify  their  distributers.  If  tney  were  sell- 
ing to  any  of  the  trade  and  lost  it  on  our  account,  they  would  attempt  to  recover 
it  by  making  some  allowance.  In  this  they  have  an  advantage.  They  can  make 
special  allowance  to  some  people  whose  trade  they  wish  to  retain. 

Q.  But  people  who  are  your  customers? — ^A.  Yes;  the  same  ones  to  whom  we  go. 

Q.  Now,  in  your  judgment,  is  there  advantage  enough  in  this  so  that  they  are 
likely  to  drive  you  out  of  the  business? — ^A.  I  am  sure  they  think  so,  but  I  do  not 
believe  it,  because  the  price  of  spirits  travels  and  becomes  known  rapidly.  One 
quotation  follows  another,  and  the  price  in  New  York  is  lower  than  anywhere  else, 
because  there  are  three  distributers  from  our  distillery  alone.  There  is  another 
gentleman  besides  Mr.  Cook  and  myself  who  is  distributing  there.  New  York 
IS  a  place  where  a  quantity  can  be  disiiosed  of.  The  trust  makes  a  special  effort 
to  retain  the  trade  or  else  drive  us  out  of  the  business.  I  do  not  mow  that  it 
has  any  other  object. 

THE  ADVANTAGE  OF  DEALING  IN  LABGE  QUANTTTIKS. 

Q.  What  advantages  have  you  which  make  you  think  you  can  stay  in  the  busi- 
ness in  spite  of  the  trust? — ^A.  The  advantage  which  they  have  consists  in  shii>- 
ping  an  enormous  quantity  at  a  time  and  disposing  of  it  rapidly.  If  you  consider 
that  a  single  carload  of  spirits  of  75  barrels  costs  about  $8,000  or  $9,000,  and  that  with 
from  2  to  10  carloads  on  the  way,  it  takes  a  large  amount  of  capital,  you  will  see 
that  large  shippers  can  secure  all  possible  advantages  of  saving  in  the wayof 
leakage.  Just  tnink,  if  only  1  per  cent  is  lost  in  leakage,  we  can  not  compete.  The 
ffoods  must  be  emptied  and  distributed  quicklv.  Another  danger  in  the  spirit 
business — ^I  do  not  Know  that  you  are  aware  of  it — ^lies  in  the  fact  that  a  large 
part  of  the  business  is  always  done  in  high-proof  goods.  If  a  carload  of  such 
goods  lies  a  day  or  two  longer  at  the  depot  and  is  not  emptied  immediately,  the 
profit  is  lost.  Of  course  a  large  organization  can  regulate  this  much  better  than 
a  small  one,  and  in  that  way  tne  trust  has  a  certain  advantage. 

Q.  You  mean  to  say  that  they  have  an  advantage  in  being  able  save  a  part  of 
the  leakage  which  you  must  lose? — A.  They  ought  to,  if  they  manage  wisely. 

OTHER  ADVANTAGES. 

Q.  Do  you  think  of  any  other  advantage  which  they  have  over  you?— A.  They 
have  an  advantage  in  being  able  to  i-un  their  distillery  more  regularly  after  once 
starting.    A  distiUery  can  not  lie  idle  with  a  contract  to  feed  cattle. 

Q.  Do  you  feed  cattle  in  connection  with  your  establishment? — A.  We  have  a 
drying  plant.  But  this  is  only  a  recent  invention,  and  a  good  deal  of  the  slops 
runs  away  which  might  be  used  to  feed  cattle.  If  all  plants  were  united  it  would 
benefit  the  whole  trade,  which  could  then  be  regulated  perfectly.  An  uncon- 
trolled supply  is  just  like  turning  on  a  faucet  until  the  tub  overflows ,  the  goods  go 
to  waste.  The  allowance  by  the  Government  on  goods  kept  in  bond  is  luomy 
large  enough,  and  the  tax  on  leakage  is  exacted  when  goods  are  kept  in  bond. 
The  article  of  spirits  is  therefore  entirely  different  from  anything  else.  If  you 
have  oil  or  other  articles  you  have  no  tax  to  pay,  but  only  the  article  itself  to 
deal  with,  while  in  spirits  you  often  have  to  pay  taxes  on  something  which  you 
do  not  get. 

Q.  There  seem,  then,  to  be  four  advantages  they  have  over  you.  Are  there 
any  others? — ^A.  These  appear  to  me  to  be  the  main  points.  The  important  fact 
is  that  they  are  larger,  and  can  make  larger  quantities.  I  do  not  thmk  they  can 
make  it  very  much  cheaper.  A  10,000-bushel  distillery  might  reduce  the  cost  a 
little — ^that  is,  produce  goods  cheaper  than  a  4,000-bushel  house. 

Q.  Do  you  tnink  a  10,000-bushel  distillery  would  be  able  to  make  a  larger 
amount  out  of  a  given  quantity  of  grain  than  a  4,000-bu8hel  one? — A.  No;  I 
think  we  have  an  excellent  distiller  who  gets  as  high  a  yield  as  anybody,  but  a 
plant  using  10,000  bushels  may  be  operated  a  little  cneaper. 

Q.  Would  there  be  a  little  saving  on  labor? — A.  Yes;  such  a  plant  may  be 
oi)erated  on  the  whole  a  little  cheaper  than  a  smaller  one. 
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ADVANTAGES  POSSESSED  BY  COMPETITORS  OF  THE  TRUST. 

Q.  What  advantages  have  yon  over  the  tmst  and  how  do  yon  expect  to  stay  in 
the  bnsiness? — ^A.  In  the  first  place,  they  have  this  enormons  amonnt  of  capital. 

Q.  That  is,  the  capital  npon  which  they  are  trying  to  pay  dividends? — A.  As 
Mr.  Cook  explained  to  yon,  a  million  and  a  half  or  two  millions  conld  make  all 
the  spirits  wanted  in  the  United  States  and  jnst  as  good  in  qnality  or  even  better. 
We  have  an  advantage  in  our  distillery  being  entirely  new.  Great  progress  has 
lately  been  made  in  distilling  in  the  United  States,  and  the  newer  uie  distillery 
the  better  the  product.  Since  the  old  tmst  ceased  to  exist  very  mnch  better 
spirits  have  been  made ;  and,  as  we  have  an  entirely  new  plant,  we  can  easily 
compete  in  quality. 

Q.  Then  I  understand  you  to  say  that  you  have  an  advantage  in  a  brand-new 
plant,  while  they  have  some  old  plants? — ^A.  Yes ;  and  another  advantage  is  that 
spirits  are  only  a  part  of  our  business.  We  have  no  particular  expense  in  selling, 
ror  we  use  part  of  the  goods  in  our  own  blending  ousiness,  ana  distribute  the 
remainder  to  the  trade  without  much  extra  charge,  while  their  business  is 
spirits  pure  and  simple,  and  all  the  expense  of  selling  falls  on  that  one  branch 
of  the  business. 

Q.  You  are  so  situated,  then,  that  you  make  your  distillery  a  feeder  to  your 
other  business? — ^A.  Something  like  tnat.  One  who  is  a  distiller  only  and  who 
should  try  to  sell  in  competition  with  the  trust  would  be  a  much  less  formidable 
competitor  than  we  are,  because  our  distiller  is  sure  that  he  can  always  get  rid 
of  a  certain  amount  to  us  as  distributers  who  use  a  large  amount  in  our  business, 
and  who  will  pay  him  the  price  which  others  get ;  so,  too,  we  get  it  with  much 
less  expense,  not  considering  the  cajntal  or  the  nigh  salaries  wmch  the  trust  has 
to  pay. 

THE  QUESTION  OF  SAl^ARIES. 

Q.  That  is  another  question.  You  have  stated  several  times  that  they  have  to 
pay  dividends,  or  at  le^  proi>ose  to  pay  the  dividends  on  a  highly  inflated  capital. 
Now,  do  you  have  an  advantage  in  oeing  willing  to  take  dividends  only  on'  the 
capital  put  in  ? — ^A.  Certainly. 

Q*  And,  as  regards  salaries,  do  you  think  they  pay  higher  salaries  for  their  man- 
agement than  you  do  ? — ^A.  I  do  not  know.  One  can  not  tell  exactly.  Such  a  large 
organization  is  usually  more  expensive  to  run  than  a  smaller  one,  unless  the  busi- 
ness gets  too  small,  when  comparatively  the  expense  is  again  high. 

Q.  Is  it  not  implied  in  what  you  have  said  that  this  great  combination  pays  its 
officers,  who  are  x)erhaps  not  all  practical  distillers,  very  high  salaries  ? — ^A.  There 
are  two  sides  to  that  question.  I  do  not  believe,  for  instance,  that  an  efficient 
manager  of  a  life  insurance  company,  who  handles  so  many  hundred  millions,  is 
highly  paid  when  he  receives  $100,000  salary.  I  am  sure  he  is  cheaper  than  a  i>oor 
manager  at  a  small  salary. 

Q.  The  question  is,  how  is  your  business  going  to  live  ?  Is  it  partly  from  the  fact 
that  you  are  getting  more  efficient  service  in  proportion  to  the  money  you  put  into 
salaries  than  the  trust  does  in  proportion  to  what  it  so  exx)ends  ? 

Q.  (By  Representative  Otjen.)  That  is,  how  are  you  going  to  compete? — ^A. 
The  hardest  kind  of  competition  is  that  with  a  trust,  because  they  have  officers 
with  little  responsibility. 

Q.  But  you  s^ke  a  little  while  ago  of  the  efficiency  of  the  trust's  management. 
Now,  do  you  think  that  in  a  great  organization  which  controls  a  large  number  of 

Slants  it  is  possible  to  get  as  definite  and  efficient  management  as  in  a  single 
istillery? — ^A.  Oh,  I  really  believe  that  there  is  no  business  m  which  there  is  so 
^eat  a  necessity  for  combination.  When  all  distilleries  were  independent,  it  was 
impossible  for  them  to  make  money.  They  did  not  act  together  until  necessity 
comx)elled  them  to  do  so. 

(J.  (By  Mr.  Jenks.  )  As  regards  the  .way  in  which  you  are  goin^  to  cbiirpete  with 
this  organization,  do  you  think  that,  on  account  of  the  more  efficient  management 
which  you  have  because  you  are  yourselves  particularly  interested,  you  will  be 
able  to  produce  more  ? — ^A.  That  ought,  perhaps,  to  be  one  way.  Another  advantage 
consists  in  the  fact  that  we  have  only  about  seven  or  eight  houses  which  have  to 
invest  but  a  small  amount  each,  and  in  consequence  the  business  is  done  without 
much  cost  to  the  different  firms.  Such  a  combination  as  we  have  formed  is  a 
stronjB^  one.  If  the  tmst  fights,  it  does  so  at  its  own  expense.  However,  it  does  so 
now  in  New  York;  and  if  we  can  not  live,  it  can  not  live  or  make  money  either. 
That  is  my  idea,  in  which,  of  course,  I  may  be  mistaken, 
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THE  OBJBCT  OF  THE  BLBNDIMO  PBOCBSS. 

You  sx>oke  a  little  while  ago  conoeming  your  blending  business.  Can  von 
a  little  more  about  the  way  in  which  diitmers  ase  proof  spirits  in  blencfin^^ 
and  improving  liqnors,  and  how  they  manage  to  make  part  of  their  profits 
thereby? — ^A.  Thegeneral  idea  about  the  use  and  thehealthfulnessof  whiskies  is 
entirely  wrong.  Kentucky  whisky  does  not  cost  very  much  more  than  spirits, 
but  unless  it  is  aged  for  a  considerable  time,  or  distUled  with  great  care,  it  is  cer- 
tainlv  very  much  less  healthful  than  carefully  made  spirits  such  as  we  make  now, 
blended  or  flavored  with  the  finest  whiskies  made  m  the  East,  and  which,  on 
account  of  the  small  quantity  used,  can  be  ripened  in  the  bonded  warehouses. 
The  prevailing  ideas  on  this  subject  are  much  confused,  and  most  people  do  not 
know  anything  about  it. 

WHO  BEARS  THE  BURDEN  OF  A  RISE  IN  THE  PRICE  OF  SPIRITS. 

Q.  We  have  had  similar  testimony  before,  but  I  asked  the  question  in  order  to 
find  outyour  opinion  as  to  who  it  is  that  bears  the  burden  when  the  price  of  spirits 
rises.  Will  the  burden  be  on  the  consumer,  and  will  the  distiller  miUce  more 
profit  out  of  it  ? — A.  I  do  not  quite  agree  with  Mr.  Cook  in  respect  to  that. 

Q.  Did  the  profit  not  increase  with  a  15-cent  rise  ? — A.  When  we  had  a  20-cent 
rise  we  had  the  newspapers  full  of  it.  The  price  was  increased  5  cents  at  a  time, 
and  many  of  our  customers  came  to  us  and  wished  to  buy  at  the  old  price.  We 
tried  to  obtain  the  full  increase  in  price,  but  could  not,  and  so  took  whatever 
part  of  the  increase  we  could  ^et.  Mr.  Cook  had  the  same  experience.  Bvery- 
Dody  wanted  us  to  hold  a  certain  quantitv  for  them  and  deliver  it  as  they  needed 
it.  We  did  so  in  order  to  keep  the  trade,  but  after  the  price  dropped  18  cents 
the  stock  was  left  on  our  hands  and  we  had  to  bear  the  loss. 

Q,  In  this  case,  then,  the  wholesaler  lost?-— A.  Yes;  the  wholesaler  lost. 

Q.  If  the  price  had  gone  up  eaually  high,  what  would  have  been  the  effect  on 
the  consumer? — ^A.  Do  you  call  tne  consumer  the  man  who  buys  b^  the  barrel? 

Q.  No;  the  man  who  drinks  it. — A.  It  makes  no  difference  to  him.  The  con- 
sumer always  pays  the  same  price,  but  the  dealer  is  induced  to  buy  an  inferior 
quality  for  him. 

Q.  What  induces  the  retailer  to  buy  a  cheaper  article? — ^A.  Judging  from  mv 
own  experience,  not  only  here,  but  also  in  Europe,  there  is  no  country  in  which 
the  business  of  liquor  dealers,  generallv  speaking,  is  as  bad  as  it  is  in  the  United 
States.  They  are  so  overburdened  vritD.  taxes.  On  the  other  side  the  wine  mer- 
chants' trade  is  generally  considered  the  ' '  first.''  If  you  go  to  Bordeaux,  London, 
Bremen,  Hamburg,  or  Stockholm,  you  will  find  them  to  be  the  principal  and  most 
prominent  men  in  town;  but  here  dealers  in  wines,  etc. ,  are  poor,  comparatively 
speaking.  There  are  some  men  who  have  made  money  out  of  it,  but  usually  the^ 
have  made  less  out  of  the  business  than  out  of  certain  speculations.  Their  poor 
tion  can  not  be  compared  with  that  abroad.    Their  taxes  are  too  high. 

S.  (By  Representative  Otjen.  )  Do  you  refer  to  the  $1 .  10  tax  ?— A.  To  both  local 
nationiJ  taxes.  When  they  put  this  new  law  in  force,  or  when  they  increased 
the  beer  tax,  the  wholesalers  were  in  a  i)osition  where  many  people  owed  them 
money,  while  the  retailers  had  to  pay  a  tax  of  $800,  and  they  were  so  situated  that 
they  coidd  not  pay  any  more.  When  they  could  not  x)ay,  the  wholesaler  lost 
money. 

(J.  If  retail  dealers,  generally  speaking,  sell  a  poorer  quality  of  goods,  when  the 
price  of  spirits  rises,  does  not  the  Durden,  as  a  matter  of  fact,  ultimately  rest  npon 
the  man  who  drinks  the  whisky  ?  Does  he  not  get  poorer  whisky  at  no  lower 
price  ? — ^A,  The  retailer  is  forced  to  sell  a  poorer  article  to  make  a  living.  If  you 
put  a  man  in  a  position  where  he  can  not  live,  he  naturally  looks  for  some  way  in 
which  to  better  himself,  or  indemnify  himself. 

Q.  (By  Mr.  Jenks,)  That  is  all,  Mr.  Chairman,  I  care  to  ask  now. 

Q.  (By  Representative  Otjen.)  Does  any  commissioner  care  to  ask  a  question 
of  the  witness? 

THE  SPIRITS  BUSINESS  IN  OERHANT. 

Q.  (By  Mr.  Phillips.)  Perhaps  he  might  have  some  statement  of  his  own. — 
A.  I  find  that  the  business  of  spirits  has  been  troublesome  all  the  world  over.  For 
instance,  in  Germany  they  have  regulated  it,  though  not  quite  as  Mr.  Cook 
explained  here.  They  found  many  distilleries  in  existence  with  comx)etition  great, 
but  as  the  Government  there  takes  a  little  different  view  of  the  matter — ^the 
whole  Government  is  a  little  more  paternal  than  ours— they  said:  You  have 
got  a  distillery,  and  you  must  run  it  or  you  will  be  bankrupt.  The  country  con- 
sumes ji^t  9Q  niuch  spirits,  and  your  proi>ortion  of  it  is  just  so  much.    We  will 
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reqnire  von  to  pa^  50  marks  per  hundred  hectoliters  on  your  proi)ortion,  which 
we  shall  fix,  and  if  yoa  make  any  more  yon  most  pay  70  marks. 

Q.  Does  the  (Government  fix  the  outpnt?— A.  Yes;  it  does.  Those  people  are 
pat  on  a  living  basis,  and  if  they  can  export  any  of  the  surplus  above  their  fixed 
proportion  the  tax  is  refunded. 

Q.  Is  that  a  rebate  ? — A.  Yes ;  you  see  that  makes  the  duty  low.  Spirits  is  cheap 
all  over  the  world.  We  can  make  it  very  cheap  from  com,  but  Hamburg  spirits 
is  made  from  potatoes,  and  is  still  cheaper. 

Q.  (By  Representative  Otjen.)  Do  you  mean  that  Gharmany  does  not  pay  a 
bounty,  but  simply  grants  a  reduction  of  the  taxes? — A.  It  is  simply  a  reduc- 
tion ;  and  many  people  are  anxious  to  get  rid  of  their  surplus  product  by  exx)ort 
under  the  rebate  law,  as  they  can  not  ifiord  to  pay  the  bign  duty  of  70  marks  and 
a  dividend  to  the  stockholders. 

The  German  method  of  regpilating  the  spirit  trade  is  as  follows :  The  Gov- 
ernment considers  it  a  necessity  to  facilitate  making  spirits  all  over  the  country 
on  account  of  the  by-products,  the  feed,  etc.,  which  are  often  more  important 
than  the  spirits.  Each  of  the  distillers  is  allowed  to  make  a  certain  quantity  and 
pay  a  tax  of  50  marks  per  100  liters  of  100  per  cent.  This  means  200  liters  of  50 
per  cent  alcoholic  strength  or  proof,  as  we  call  it  in  the  United  States.  If  they 
make  any  more  than  their  allotted  quantity,  they  must  pay  70  marks  per  lOO 
liters  of  100  per  cent.  This  difference  keeps  the  small  distillers  going,  and  allows 
them  to  compete  with  the  larger  distillers,  who  have  to  -p&y  the  higher  rate  of  tax 
on  any  surplus. 

(J.  (By  Mr.  Kennedy.  )  Is  it  true  that  the  German  (Government  will  not  per- 
mit anybody  to  conduct  business  at  a  loss  for  the  purpose  of  driving  out  com- 
petitors? Are  you  familiar  with  that? — ^A.  No,  they  do  not  do  that ;  but  they 
look  into  the  matter  with  a  great  deal  more  care  than  we  do  here.  They  are 
always  ready  to  hear  people  the  same  as  you  do  here,  in  order  to  see  whether 
trade  conditions  can  be  miproved ;  and  there  is  one  thing  I  know  the  German 
Gkyvemment  would  not  do. 

REOUIiATION  OF  CORPORATIONS. 

» 

They  would  not  allow  new  corporations  to  start  up  and  hold  out  glowing  prom- 
isee to  stockholders,  sell  their  stock,  and  when  an  actual  report  comes  to  be  made 
present  an  entirely  different  condition  of  affairs  from  what  had  been  represented. 
They  hold  the  people  who  manage  corporations  to  stricter  account  than  is  cus- 
tomary here. 

Q.  (by  Mr.  Jenks.)  Do  you  mean  that  the  (jK>vemment  holds  every  promoter 
responsible  for  the  truth  of  what  he  puts  out? — A.  Tes:  more  so  than  they  do 
here. 

Q.  Can.  you  tell  us  something  with  reference  to  the  reports  which  the  (jterman 
Government  requires  every  corporation  to  make  ?— A.  I  could  give  you  that  very 
easily,  for  I  have  an  intimate  friend  who  is  a  lar^e  woolen  manufacturer.  I 
know,  for  example,  that  the  minority  of  a  corporation  has  much  greater  i>ower 
there,  and  that  if  anything  wrong  is  going  on  a  single  stockholder  can  make 
trouble.    He  has  more  to  say  than  the  x)eopIe  have  here  in  that  resi)ect. 

Q.  It  has  been  mentioned  many  times,  and  you  and  Mr.  Cook  have  intimated 
also,  that  in  case  of  the  whisky  combination  the  directors  of  the  company  have 
speculated  in  their  own  stocks.  Do  you  Imow  whether  anything  of  that  kind 
would  be  permitted  under  the  German  laws? — A.  No,  it  would  not;  they  would 
get  after  them  with  a  sharp  stick;  they  would  not  allow  that.  In  general  I  agree 
with  Mr.  Cook  perfectly.  There  is  no  business  in  which  the  existence  of  a  com- 
bination, or  trust  as  you  call  it,  is  more  beneficial  and  has  become  more  a  matter 
of  necessity  than  in  this  line,  on  account  of  the  enormous  tax  and  on  account  of 
all  the  difficulties  connected  with  it;  and  there  is  no  business  in  which  a  better 
and  more  careful  or  conservative  management  is  required,  looking  to  the  com- 
mercial interests  of  the  business  and  keeping  away  from  speculation,  and  if  this 
business,  or  the  combinations  in  it,  have  not  been  a  success,  it  is  on  that  account. 
I  think  the  spirits  combinations  were  about  the  first  ones  to  start,  because  they 
became  necessary  before  combinations  in  other  lines  of  business.  If  it  has  not 
been  a  success,  tnere  is  no  doubt  in  my  mind  that  the  people  mana^^g  it,  or  some 
of  them,  looked  more  for  profit  in  other  directions  tnan  in  legitimate  business, 
and  were  not  satisfied  with  the  moderate  profits  which  could  have  been  made. 

SUaOBSTBD  LiBGISLATION. 

^.  Can  you  eaggeBt  any  legislation  that  you  think  would  tend  to  improve  the 
management  of  this  busmess  and  help  people  wishing  to  enter  into  it  to  carry 
out  their  purpose? — A.  I  happen  to  be  a  director  of  a  bank  in  New  York,  and  I 
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know  that  a  banker  or  bank  has  some  advantages  over  an  individual,  because 
everybody  can  not  start  a  bank.  Rnnninga  bank  is  a  privilege ;  and  since  people 
who  start  corporations  sell  their  stock  in  Wall  street  and  have  it  officially  quoted 
there  also  have  an  advantage  over  individuals,  I  believe  the  GK)vemment  ought 
to  make  some  provision  requiring  them  to  assume  more  responsibility.  For 
instance,  under  the  banking  laws  none  of  the  directors  can  borrow  money  unless 
a  majority  of  them  approve. 

Q.  That  is,  none  of  the  directors  can  borrow  money  from  the  bank?— A.  Yes; 
ana  another  thing,  the  director  must  hold  the  stock  in  his  own  right ;  he  can  not 
borrow  money  on  it  when  votes  are  taken.  He  must  swear  that  he  possesses  it 
in  his  own  right.  Another  arrangement  which,  though  it  does  not  keep  all  mis- 
^nana^ement  out  of  the  business,  prevents  a  great  dead,  is  a  careful  and  efficient 
exammer. 

Q.  Yes.— A.  Now,  I  heartily  believe  in  this  whole  business  of  trusts ;  but  it 
will  become  necessary  for  the  Government  to  provide  such  legislation  as  each 
case  requires  and  to  look  more  carefully  into  the  affairs  of  trusts,  so  that  tiieir 
actual  condition  will  be  more  in  keeping  with  the  glowing  statements  which  are 
sometimes  made  in  print. 

Q  Substantially,  then,  do  you  not  favor  putting  all  these  great  combinations, 
according  to  their  situation,  under  restrictions  similar  to  those  under  which  the 
banks  are  placed  ? — A.  I  believe  they  ought  to  give  greater  security  for  the  advan- 
tages whicl  they  possess.  For  instance,  when  a  man  gets  tu*ed  of  business  in  a 
combination  he  can  sell  out  and  go  to  Europe ;  but  when  an  individual  wants  to 
quit  he  can  not  do  it,  for  he  can  not  sell.  Now,  I  believe  there  would  be  no 
injustice  in  re<]^uiring  large  corporations,  in  return  for  the  advantages  which  they 
enjoy,  to  submit  to  careful  examination  and  publish  clearer  statements.  A  sound 
corporation  should  not  only  be  willing  to  be  examined,  but  should  be  anxious,  and 
it  would  save  many  people  from  serious  loss. 

IMPORTANCE  OF  SPIRITS  PRODUCTION   AS  A  SOURCE  OF  REVENUE. 

2.  Have  you  any  further  seneral  observations?— A.  Nothing  just  at  present. 
.  (By  Mr.  Kennedy.)  Have  you  som^  memoranda? — ^A.  I  have  one.  I  have 
a  memorandum  here  which  shows  the  important  part  which  spirits  play  in  the 
revenue.  It  is  one  taken  from  the  statistics,  whicn  you  can  easily  secure,  and 
which  shows  how  the  revenue  of  the  United  States,  as  Mr.  Cook  says,  has  greatly 
improved.  In  the  collection  of  the  revenue  from  spirits  enormous  progress  has 
been  made,  but  I  believe  it  is  very  difficult  to  improve  the  revenue  without  hurt- 
ing the  honest  man  and  helping  alonff  the  rogue.  The  average  annual  produc- 
tion of  all  spirits  for  twenty  years  has  been  about  98,000,000  RaUons.  The  annual 
production  of  rye  whisky  has  been  9,000,000,  and  of  bourbon  whisky,  part  of 
which  is  not  much  better  or  not  as  good  as  spirits,  20,000,000.  Thus  the  spirits 
production  is  the  main  and  most  imx)ortant  part.  And  then  another  thing  which 
must  be  considered  in  spirits  production  is  that  bj-products  are  produced,  which 
are  dried  or  fed  to  the  cattle.  The  making  of  this  dry  food  is  so  very  important 
that  in  Germany,  for  instance,  and  in  Holland,  the  whole  spirits  production  is 
carried  on  for  the  sake  of  the  by-product,  because  it  is  requirea  for  leeding  cattle. 

EXPLANATION  OF  THE   DRYING  PROCESS. 

Q.  Will  you  explain  that  drying  process? — ^A.  The  spirits  is  extracted  by  fer- 
mentation and  distillation  ana  a  thick  refuse  is  left.  That  is  put  in  a  patent 
drier  and  baled  and  sent  to  Europe  for  feed. 

Q.  (By  Mr.  Jbnks.)  What  is  this  dry-process  product  called  in  the  market? — 
A.  The  product  made  from  the  refuse  of  the  distillery  is  sold  under  the  name  of 
dried  slop.  This  slop  is  allowed  to  settle  in  the  tubs,  and  then  the  thickest  part 
of  it  is  put  into  a  so-called  patent  drier  and  afterwards  pressed  and  packed.  The 
value  to  the  distillery  is  about  5  cents  per  bushel  of  grain  used,  so  that  it  is  quite 
an  important  item,  and  it  has  the  advantage  that  the  slops  can  also  be  so  employed 
in  summer,  when  the  cattle  can  not  be  fed  on  slops.  A  further  advantage  is  that 
the  distillery  need  not  be  run  on  account  of  the  cattle  which  it  has  contracted  to 
feed  if  the  prices  should  go  very  low.  However,  even  if  the  slop  is  dried,  there 
is  always  a  certain  quantity  left  to  be  used  for  feeding. 

The  great  value  of  the  drying  process  is,  as  mention^  before,  that  the  distillery 
does  not  depend  solely  on  the  cattle  feeding  for  the  use  of  the  slops,  and  that  it 
can  change  the  quantity  produced,  provided  the  market  for  the  spirits  should 
become  unfavorable.  As  far  as  we  can  learn,  most  of  this  dried  slop  is  shipped 
to  Germany,  where  feed  is  comi>aratively  dear.    This  is  only  a  recent  invention, 
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and  some  of  the  distilleTies  have  not  capacity  enough  to  drjr  all  their  slops. 
Driers  are  pretty  expensive  arrangements,  but  where  they  are  m  use  cattle  feed- 
ing can  also  be  earned  on  in  a  small  way.  If  a  distillery  is  feeding  cattle,  it  is 
impossible  to  stop  production  when  the  price  of  spirits  is  low;  but  if  the  slops 
are  dried,  the  ^oauction  can  be  regulated  according  to  the  demand  for  spirits. 

Q.  (By  Mr.  Kennedy.)  I  should  like  to  ask  the  witness  if  he  has  submitted  all 
the  memoranda  that  he  cares  to? — A.  I  do  not  know  that  I  have  anything  more 
to  say.  I  may  add  one  thing,  viz,  that  while  I  believe  in  the  forming  of  corpora- 
tions or  combinations,  I  do  not  believe  that  any  business  has  been  attended  with 
greater  evils  than  this  one,  and  I  also  believe  uiey  could  have  been  avoided. 

THE  DISADVANTAGE  OF  THE  BONDS  BBQUIBED  BT  THE  GOVERNMENT. 

Q.  (By  Mr.  Jbnks.)  The  chief  evils  are  the  two  that  you  have  mentioned,  i.  e., 
the  pushing  of  prices  too  high  and  the  sx>eculation  in  stocks? — ^A.  The  managers 
seem  to  think  they  can  make  more  money  in  some  other  way  than  by  attending  to 
business  as  they  ought.  To  return  to  the  question  of  export  again,  Mr.  Cook  said 
it  was  very  easy  to  export;  but  unfortunately  our  Government  is  very  severe  on 
the  spirit  exporters,  and  they  suffer  perhaps  for  the  sins  of  our  fathers.  Enormous 
bonds  are  exacted.  For  instance,  when  I  exported  a  thousand  barrels  of  spirits 
to  Hamburg  last  year,  I  had  to  give  two  bonds  of  $100,000  each,  and  everybody  is 
not  ready  to  sign  a  bond  for  $100,000  to  the  Government.  It  is  a  great  drawback 
to  the  export  business. 

Q.  (By  Representative  Or jen.  )  How  does  the  amount  of  the  bond  compare  with 
the  value  of  the  goods'? — A.  The  value  of  the  goods  does  not  play  any  ^art.  The 
duty  is  certaiidy  1,500  per  cent.  The  tax  on  a  barrel  of  spirits  containing  90  gal- 
lons is  $100.  The  value  is  $10 ;  so  for  a  value  of  $10  you  must  give  a  hundred- 
dollar  bond.  A  thousand  barrels  would  require  two  $100,000  bonds ;  you  must 
have  2  bondsmen  who  can  each  qualify  in  real  estate  for  $100,000.  This  is  very 
troubleeome,  but  necessary  under  the  present  law. 

AFFIDAVIT. 

State  of  New  York,  County  of  New  York,  as : 

I  swear  that  the  statements  made  by  me  of  my  own  knowledge  in  the  foregoing 

Xrt  of  my  testimony  before  the  Industrial  Commission  are  true,  and  that  sSl 
r  statements  I  beheve  to  be  true. 

Henry  E.  G.  Luyties. 

Sworn  and  subscribed  to  before  me  this  8th  day  of  August,  1899. 

[seal.]  H.  Adolph  Winkoff, 

Notary  Public, 


STANDARD  OEL  COMBINATIONS. 

Hots.' About  the  year  1872  leading  refiners  of  oil  began  to  combine  for  the  pnrpoBe  of  making 
the  bosineee  more  profitable.  The  combination  waa  by  means  of  purchase  or  stocks  and  inter- 
ests of  yarions  companies,  and  until  1882  the  combination  was  solely  by  stock  ownership  in  the 
hands  of  a  Ihnited  number  of  individuals,  who  controlled  the  corporations  as  agencies  in  a  com- 
mon business.  In  1882  tiieee  owners  entered  into  the  trust  agreement.  The  companies  whose 
stocks  they  owned  in  whole  or  in  part  were  not  then  competing  companies.  The  individuals 
named  as  trustees  had  controlled  tnem  by  virtue  of  absolute  ownership  of  a  majority  of  their 
8t<wkR.  Under  the  trust  the  btocks  were  placed  by  their  owners  in  the  hands  of  the  trustees, 
who  exercised  all  the  powers  of  the  owners.  In  exchange  for  the  stocks  the  trust  Issued  trust 
oertiflcates,  and  the  jirofits  were  divided  on  these.  When  the  trust  was  dissolved  in  180i,  the 
same  conditions  existed  as  before  the  trust  was  formed.  The  individuals,  then  trustees,  con- 
tinued to  control  the  companies  by  virtue  of  absolute  ownership  of  a  majority  of  their  stocks; 
consequently  the  corporations  naimed  have  been,  many  of  them  since  1872,  separate  agendas 
carrying  on  onsiness  as  a  unit  for  the  indi  viduals  who  are  their  common  stockholders.  In  June, 
1800,  a  new  corporation  was  organized  in  New  Jersey,  with  a  capital  of  $110,000,000,  to  com  blue 
into  a  single,  more  compact  organization  the  separate  companies  which  had  been  of  late  years 
controlled  through  ownership  of  a  majority  of  their  stocks  by  the  few  individuals  who  had 
formerly  been  trustees  of  the  Standard  Ou  Trust.  This  new  company  is  intended  to  unite 
again  in  compact  form  aU  of  the  separate  companies  which  have  been  working  together  ever 
amce  the  formation  of  the  trust 

Washington,  May  ll^  1899. 

TESTIMOHT  OF  ME.  JAMES  W.  LEE. 

Former  State  senator  of  the  State  of  Pennsylvania. 

The  Gommission  met  at  1 1  a.  m. ,  May  11, 1899.  Vioe-Chairman  Phillips  presided, 
and  introduce  Mr.  James  W.  Lee,  who  testified  in  regard  to  trusts. 

PBB80NAL  BISTORT — THE  INDBPKNDENT  OIL  COMPANIES. 

Q.  (By  Mr.  Phillips.)  Will  yon  give  yonr  name,  place  of  residence,  and  busi- 
ness?— A.  James  W.  Lee.  I  reside  at  Pittsburg,  Pa.  I  am  at  present  engaged 
in  practicing  law.  I  am  also  connected  with  the  independent  pipe  lines  and  inde- 
pendent oil  companies.  There  are  four  companies.  I  am  president  of  three  of 
them  and  attorney  for  the  fourth. 

Q.  Will  you  please  name  these  oompanies?— A.  The  first  company  to  be  organ- 
ized was  the  Producers'  Oil  Company,  Limited,  with  its  general  office  at  Warren, 
Pa.  The  second  to  ho  organized  was  the  Producers  and  Refiners'  Oil  Company, 
Limited,  with  its  general  office  at  Titusville,  Pa.  The  third  was  the  United 
States  Pipe  Line  Company,  which  is  organized  exclusively  for  the  transportation 
f  oil,  both  refined  and  crude,  by  means  of  pipe  lines.  One  terminus  of  its  pipe 
oine  is  at  Oil  City ;  the  other  is  intended  to  he  finally  at  New  York.  The  fourth 
company  is  the  Pure  Oil  Company,  which  has  the  right  to  engage  in  the  pro- 
duction, transportation,  manufacture,  and  marketing  of  oil  and  its  products. 
That  company  was  organized  3  years  ago  last  November,  and  was  the  last  to  be 
organized.  All  four  are  owned  by  substantially  the  same  persons,  and  operated 
together. 

Q.  Where  were  you  admitted  to  the  bar  ?— A.  I  was  admitted  to  the  bar  in  1869, 
at  Franklin,  Venango  County,  Pa.,  which  is  one  of  the  original  oil  counties. 

Q.  Did  you  practice  law  in  Franklin  after  being  admitted  there  ? — ^A.  I  practiced 
law  in  Franklin  until  5  years  ago,  when  I  removed  to  Pittsburg. 

Q.  Who  was  your  partner  in  the  law  business  there?— A.  My  first  partner  was 
Mr.  S.  C.  T.  Dood.  now  of  the  Standard  Oil  Company  of  New  York.  I  was  after- 
wards in  partnership  with  Mr.  G^rge  S.  Chriswell,  now  judge  of  the  county,  and 
Mr.  Hastings. 

Q.  Have  you  ever  held  any  public  office? — A.  Only  two.  I  was  mayor  of  the 
city  in  1875,  and  served  two  terms,  of  4  years  each,  in  the  State  senate  of  Penn- 
sylvania, beginning  in  1879. 
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EARLY   HISTORY  OF  THE  OIL  BUSINESS. ' 

Q.  Had  there  been  any  attempts  at  legislation  in  regard  to  free  pipe  lines,  or 
nnonst  discrimination,  before  you  were  elected,  and  had  yon  any  ptot  in  such 
legislation  while  in  the  senate?— A.  If  yon  will  permit  me,  probably  it  would  be 
interesting  to  the  commission  to  have  a  yery  bnef  statement  as  to  the  beginning 
and  growth  of  the  oil  business,  especiidly  that  branch  of  it  that  relates  to  trans- 
portation. 

Q.  We  should  be  pleased  to  hear  you.— A.  The  first  oil  was  disoovered.  as  is 
generally  known,  by  Col.  S.  L.  Drake,  who  drilled  directly  for  it  in  1859,  and  ever 
since 

Q.  (Interrupting.  >  On  Oil  Creek?— A.  On  Oil  Creek,  which  is  a  tributary  of  the 
Allegheny  Biyer.  The  first  well  was  probably  about  18  miles  distant  from  the 
riyer.  Then  oil  was  developed  along  Oil  Creek  fo  the  south.  A  production  of 
200,000  barrels  was  reached  in  1861  and  1862.  The  means  of  getting  it  to  market 
at  that  period  was  by  loading  it  into  bulk  boats  on  Oil  Creek,  ouilding  temporary 
dams  and  cutting  them,  thus  producing  an  artificial  flood,  and  running  the  boats 
out  on  the  flood  into  the  riyer,  and  then  by  the  river  to  Pittsburg,  where  the 
refineries  were. 

THE  PyiST  PIPE  LINES.* 

The  first  pipe  line,  I  think,  was  constructed  in  1865  or  1866.  It  ran  from  Pit- 
hole,  on  the  left  of  Oil  Creek,  down  Oil  Creek  about  5  miles  to  the  Allegheny 
Riyer.  It  was  built  to  carry  the  oil  to  the  river;  there  it  was  loaded  into  boats 
and  so  conveyed  to  inarket.  From  that  time  the  business  of  transporting  oil  by 
means  of  pipe  lines  increased.  The  oil  weUs  spread  first  ncnth  to  Tidioute,  in 
Warren  County,  then  south  into  Clarion  County,  then  into  Armstrong  and  Butler, 
and  finally  into  Allegheny  and  Washington.  In  1875  and  1876  they  extended 
north  to  McKean  County,  where  the  largest  deyelopment  of  oil  took  place,  and 
farther  north  to  Allegany  County,  N.  Y.  By  about  1880  they  spread  oyer  a 
region  some  800  miles  long  and  40  miles  wide.  As  the  field  extended  it  became 
necessary  to  employ  pipe  lines.  They  were  first  built  extensiyely  in  1871  and 
1872.  The  capital  was  very  small  at  first  The  company  which  is  now  the 
National  Transit  was  started  under  another  name,  with  a  capital  of  about  $4,000; 
and  it  grew  ver^r  rapidly  until  the  capital  reached  millions.  By  1877  the  number 
of  barrels  that  it  transported  reached  about  15,000,000  a  year,  I  think.  I  may 
not  be  entirely  accurate  in  these  figures,  but  it  was  a  yery  far^e  amount.  Other 
pipe  lines  were  started,  but  the  united  pipe  lines  soon  came  into  control  of  the 

Eeople  who  are  now  known  as  the  Standard  Oil  Company— the  Standard  Oil  trust 
mall  lines  were  built  in  various  parts  of  the  oil  field,  to  conyey  the  oil  to  the 
railroads.    There  were  no  lines  leacung  to  the  seaboard  till  1888. 

THE    RAILROADS    AND    THE    STANDARD    OPPOSE    THROUGH     PIPE    LINES  — LEOAL 

OBSTACLES. 

A  pipe-line  law  had  been  passed,  which  limited  the  laying  of  pipe  lines  to  cer- 
tain counties.  Efforts  were  made,  from  1870  on,  to  obtain  a  general  State  law, 
which  should  allow  the  laying  of  pipe  lines  and  give  the  right  of  eminent  domain 
to  companies  organized  for  that  purpose.  That  was  opposed  by  the  railroads, 
and  also  by  the  Standard  Oil  Company  when  it  came  into  existence.  That  bill 
was  introauced  in  successiye  legislatures,  beginning  with  1870.  It  failed  each 
year  until  1883,  when  it  was  finally  passed.  I  was  present  in  the  legislature  in 
1879  when  the  bill  failed,  and  again  in  1881  when  it  failed.  In  1883  it  was  passed 
only  by  agitation.  The  people  who  were  interested  in  haying  it  passed— the  oil 
people— held  masc(  meetings  throughout  the  agricultural  counties  of  eastern  Penn- 
sylyania,  and  got  the  farmers  to  send  petitions  to  their  own  representatiyes  to 
yote  for  the  bill.    Then  it  passed  in  the  House  by  a  meager  majority. 

Q.  Were  you  present  in  that  legislature?— A.  I  was  present  in  that  legislature 
and  attended  a  number  of  mass  meetings  that  were  held.  I  remember  at  one  mass 
meeting  small  handbills  were  circulated  through  the  audience,  saying  that  it  this 
bill  became  a  law  their  orchards  would  be  destroyed,  their  springs  would  be  pol- 
luted, and  death  would  lurk  under  their  doorsills.'  Of  course  that  was  a  yery 
effective  way  of  frightening  people  who  were  not  at  all  acquainted  with  that  means 
of  transportation.  But  it  is  a  good  deal  safer  and  a  great  deal  more  economical 
than  any  other  method  of  transported  on.  I  do  not  think  that  there  has  been  a 
single  life  lost  in  transporting  oil  by  means  of  pipe  lines  in  twenty  years;  and 
there  were  a  great  many  liyes  lost  in  transporting  it  by  railroad  prior  to  that  time. 

1  See  Mr.  Boyle,  p.  405. 

>  See  Mr.  Boyle,  pp.  409, 41& 

'Compare Mr.  Archbold, p. 618;  Mr.  Emery, pp. 606, 668, OOOl 
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RELATIONS  OP  THE  STANDARD  OIL  TRUST  TO  THE  RAILROADS. 

(^  (By  Mr.  North.  )  Were  those  the  real  objectioxis  to  the  passage  of  the  bill  ? — 
A.  No;  the  real  objectioxis  were  that  it  would  give  to  people  who  desired  to  enter 
the  business  the  opportunity  of  doing  so.  The  real  objection  was  that  it  wond 
interfere  with  the  Standard  Oil  Gompany*8  exclosiye  right  to  operate  the<e  lines, 
and  their  power  to  secnre  unfair  advantages  over  all  competitors  by  combinations 
with  the  railroads.  If  any  proof  on  that  subject  is  desired,  I  woald  like  to  submit 
it  right  now.  I  have  heard  the  statement  nnder  oath.  Mr.  A.  J.  CassMtt,  who 
was  the  vioe-president  of  the  Pennsylvania  Railroad,  in  his  testimony  given  before 
the  master  in  a  case  that  wasinstitnted  in  Pittsburg  in  the  supreme  court  of  Penn- 
sylvania, gave  his  testimony  in  regard  to  that  subject.  (Reading.)  ''Q.  Did  you 
understand  at  that  time  that  these  railroad  companies  and  the  United  Pipe  Lines  had 
united  with  the  Standard  Oil  Company  in  order  to  force  the  transportation  com- 
pany out  of  the  refining  business  ?  "  The  Empire  Transportation  Company  was  a 
company  which  owned  a  large  number  of  tank  cars.  The  president  of  it  was 
Joseph  JD.  Potts.  Mr.  Potts  was  probably  as  fully  acouainted  with  the  subject  of 
transportation  as  any  man  who  ever  lived  in  the  United  States ;  a  man  of  verv  great 
ability  and  with  very  wide  knowled^  of  that  subject.  (Reading.)  '*A.  1  believe 
the^ did ;  I  believe  that  was  the  object  of  their  onslaught  upon  us."  That  is  the 
testimony  of  Mr.  Cassatt. 

OBTTINO  rid  of  the  EMPIRE  TRANSPORTATION  COMPANY. 

Q.  (By  Senator  Daniel.  )  Who  was  prosecuting  ?— A.  The  Commonwealth  of 
Pennsylvania,  against  the  Pennsylvania  Railroad.  The  Standard  had  a  combina- 
tion with  three  trunk  lines  to  force  the  Pennsylvania  Railroad  to  exercise  its  option 
to  bay  the  cars  of  the  Empire  Transportation  Company  and  to  stop  the  refining  of 
oil,  so  as  to  give  the  Standard  Oil  trust  a  monopoly  of  the  business.  That  is  on 
l>ageLl77  of  a  book  that  wss  published  by  the  Government.  >  It  was  an  investiga- 
tion before  the  Committee  on  Manufactures  in  1888. 

Q.  (By  Mr.  North.  )  Of  the  Pennsvlvania  legislature  ? — ^A.  No ;  of  Congress. 
(Reading.)  *'Q.  Was  it  after  the  Standard  had  threatened  to  withdraw  its 
patronage  from  your  road  ?— A.  Well,  they  had  not  threatened  to  withdraw  their 
patronage  from  our  road  at  the  time,  but  they  had  protested  very  strongly  against 
the  Empire  Line  being  interested  in  that  New  York  refinery  I  spoke  of  before,  and 
had  complained  that  the  Empire  Line  was  giving  facilities  to  that  refinery,  on 
account  of  their  interest  in  it,  the^  did  not  give  to  them,  and  had  been  endeavoring 
for  several  months  to  get  us  to  msist  upon  the  Empire  Line  going  out  of  that 
refining  business."  That  is  the  testimony  of  Mr.  Cassatt  on  page  178.  Joseph  D. 
Potts  testified  before  the  same  committee  of  Congress,  on  page  261.  He  was  the 
president  of  the  Empire  Transportation  Company.  ( Reading.)  "  Q.  I  will  call 
your  attention  to  this  subject.  Do  vou  not  know,  and  did  you  not  also  at  that 
time,  through  railroad  officials  or  other  sources,  that  the  Standard  Oil  Company 
complained  of  the  improprietjr  of  a  transporting  line,  upon  which  they  were 
dependent  for  their  supply  of  oil,  being  ^so  engaged  at  the  same  time  in  comi)eti- 
tion  with  them  in  ranning? — A.  Yes,  sir ;  that  was  the  point  that  was  made.'* 
And  at  that  time  the  transportation  company's  cars  were  purchased  by  the  Penn- 
^Ivania  Railroad,  and  their  refining  ,piant  by  the  Standard  Oil  Company,  and 
they  went  out  of  business.' 

methods  used  to  prevent  the  passage  of  the  pipe-line  bill. 

<^.  (Bv  Mr.  Phillips.  )  What  methods,  if  anv,  were  used  by  the  Pennsylvania 
Railroad  and  the  Standard  Oil  Company,  or  either  of  them,  to  prevent  the  passa&re 
of  the  pipe-line  bill  in  1883  ?~A.  AU  methods  that  are  usually  known,  1  think,  in 
legislatures. 

PRODUCTION  OP  CRUDE  OIL  BY  THE  STANDARD  IN  1888. 

Q.  (By  Mr.  Farquhar.  )  How  much  control  of  oil  production  did  the  Standard 
Oil  Company  have  in  1888,  compared  with  all  others?— A.  Of  oil  production? 

J.  Yes.— A.  I  think  about  5  per  cent.* 
.  Five  per  cent  of  aU?— A.  Yes ;  you  are  speaking  of  production  now.    They 
none  directly.  I  think ;  it  was  through  companies  that  were  supposed  to  be, 
as  they  term  it,  lufiliated  with  them,  such  as  the  Forrest  Oil  Company,  and  proba- 
bly the  Anchor  Oil  Comx)any,  and  one  or  two  others. 

1  House  Reports,  Fiftieth  Congrees,  First  Session,  VoL  9. 

*  Ck)mpare  Mr.  Archbold, j).  5l£ 

*  For  recent  years,  see  p.  oBL 
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THE  standard's  POWER  BASED  ON  RAILROAD  DISCRIMINATIONS. 

Q.  Then  what  yon  Bay  is  that  the  fotmdatioii  of  the  strength  of  the  Standard 
Oil  Ck>mpany,  after  the  passage  of  the  act  in  1883,  lay  in  their  means  of  making 
combinations,  particnlarly  of  pipe  lines,  and  secnring  the  whole  control?— A. 
Their  great  power  lay  in  the  discriminations  which  they  obtained  from  the  rail- 
roads over  all  other  persons.  That  is  found  in  the  testimony  before  the  same 
committee,  on  page  191.' 

THE  standard's    METHODS  OF  PRKVBNTINO  THE  LATINO  OF  PIPE  LINES. 

Q.  {By  Mr.  Philufs.)  What  methods  did  they  take,  if  any,  before  the  passage^ 
of  this  through  pipe-line  law,  to  prevent  others  from  getting  through  to  the  sea- 
board ?^A.  It  was  impossible  to  get  the  line  to  the  seaboard  without  having  tlie 
right  of  eminent  domain.  It  would  be  useless  to  attempt  it ;  because  any  one 
owning  a  little  piece  of  land  could  absolutely  prohibit  the  pipe  line's  passing  over 
it.  The  original  pipe-line  law  only  extended  to  certain  counties,  and  as  tiie  oil 
business  grew  it  went  bevond  the  counties  to  which  the  law  applied.  It  was  diffi- 
cult to  lay  lines  even  within  the  oil-producing  counties. 

Q.  (By  Mr.  Phillips.)  Were  there  other  attempts  to  lay  lines  to  the  sea^ 
board;  and  how  did  they  undertake  to  circumvent  them?— A.  I  understand 
that  when  attempts  were  made  to  lay  lines  to  the  seaboard  tracts  of  land  were 

Eurchased— strips  in  front  of  the  pipe-line  stations— so  that  the  line  could  not  be 
uilt  without  crossing  them.*  Bv  this  means  the  Standard  could  prevent  the 
laying  of  any  pipe  line,  and  I  think  did  prevent  it ;  so  that  it  became  absolutely 
necessary,  in  order  to  lay  a  line  to  the  seaboard,  that  a  corporation  organized  for 
that  purpose  should  have  the  right  of  eminent  domain. 

THE  standard's  CONTROL  OF  TRANSPORTATION. 

Q.  (By  Representative  Otjen.)  You  said  that  in  1888  they  controlled  5  per 
cent  of  the  production.  What  per  cent  of  the  transi>ortation  did  they  control  at 
that  time  ? — A.  I  think  they  controlled  90  per  cent  of  it. 

Q.  Even  at  that  time  ? — A.  Yes.  A  number  of  smaUer  pipe  lines  were  laid 
through  the  oil  country,  and  these  were  rapidly  absorbed  by  the  National  Transit 
or  the  United  Pipe  Lines,  which  was  a  Standard  organization.  So  that  in  1^ 
they  practically  nad  command  of  all  the  transportation  of  crude  oil. 

Q.  (By  Mr.  C.  J.  Harris.)  Has  it  been  their  policy  to  control  all  new  lines 
that  have  been  laid  since  then?— A.  Yes. 

Q.  No  matter  what  the  cost? — ^A.  No  matter  what  the  cost. 

amount  of  the  standard's  rebates  from  the  railroads. 

Q.  (Bv  Mr.  Phillips.)  Did  they  obtain  rebates  from  the  railroads?— A.  They 
obtained  rebates  from  railroads.  That  is  probably  quite  an  old  subject,  and  it  is 
fully  gone  into  here  in  the  testimony  of  Mr.  Oassatt.  That  is  easily  accessible  to 
the  commission.  They  got  their  power  by  means  of  rebates.  They  got  a  rebate 
not  only  on  the  oil  they  8hipx)ed  themselves,  but  on  the  oil  everybody  else  shipped; 
a  very  excessive  rebate.  The  rebate  was  so  much  that  nobody  could  stay  in  the 
business. 

Q.  How  much  did  that  rebate  amount  to  in  any  given  period  of  time? — On 
page  191  of  the  report  of  the  Committee  on  Manufactures  Mr.  Cassatt  said  that 
at  that  time  it  was  80  cents  a  barrel. 

Q.  In  round  sums,  do  you  know  how  much  they  obtained,  in  the  course  of  a  ^ ear 
or  such  a  length  of  time,  from  all  the  railroads? — A.  I  should  say  it  would  run  into 
the  millions:  probably  as  high  as  eight  to  ten  millions  a  year.' 

Q.  In  rebates?— A.  I  think  so. 

Q.  Has  there  been  any  testimony  taken  heretofore  on  that  subject  to  your 
knowledge? — A.  It  is  very  fully  given  in  this  testimony  that  was  taken  before  the 
Committee  on  Manufactures  in  1888.* 

Q.  Is  the  precise  sum  stated  in  that  testimony? — A.  The  precise  sum  is  stated 
on  page  191  (reading):  "Q.  I  mean  the  tariff  rate?— A.  One  dollar  and  ninety 
cents.  Q.  What  was  the  actual  rate? — A.  If  shipped  to  the  Standard  Oil  Com- 
pany at  tnat  time  it  would  be  80  cents  a  barrel.*'  It  was  just  one-half,  and  it  was 
even  higher  than  that.    I  think  it  was  higher  than  $1.16  a  barrel. 


>  House  Reports,  Fiftieth  Ck>nffre9s,  first  session,  toL  9. 
*  See  Mr.  Emery,  p.  661;  also  Mr.  Boyle,  p.  486. 

>  See  p.  287;  Mr.  Archbold,  pp.  514^16;  Mr.  Emery,  pp.  660, 66L 
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THE  standard's  CONTBOL  OF  TRAIfSPORTATION. 

Q.  (By  Repreflentatiye  Otjen.)  What  peroentage  of  tranBi>ortation  do  they 
control  now? — A.  They  control  prohably  about  88  to  90  per  cent  of  it. 

Q.  Abont  the  same  as  in  18^?— A.  Yes.  There  have  been  times  when  they 
controlled  practically  all  of  it. 

THBOUOH  FIFE  LINES  A  BENEFIT  TO  THE  OIL  INDUSTRY. 

Q.  (By  Mr.  Farquhar.)  Was  the  establishment  of  these  pipe  lines  to  the  sea- 
board a  positlTe  adyantage  to  the  oil  industry  of  Pennsylrania  as  a  whole  ?— A.  I 
think  so. 

EFFECT  OF  TRUSTS  UPON  THE  CONSUMER. 

Q.  (By  Mr.  Phhxifs.)  How,  in  yonr  opinion,  do  tmsts  affect  the  consumer? — 
A.  I  think  the  trusts  themselves  seek  to  create  the  impression  that  the  organiza- 
tion of  tmsts  and  the  introduction  of  what  they  caU  **  the  economies  of  manufac- 
ture "  reduce  the  price  of  the  manufactured  article  to  the  consumer.  I  think  that 
is,  in  fact,  wholly  erroneous— that  instead  of  decreasing  the  price  to  the  consumer 
they  increase  the  price  to  the  consumer  until  it  becomes  absolutely  extortionate. 
One  would  supiKMe  that  that  would  be  the  case  from  the  mere  »ct  that  these 
trusts  are  organized  for  the  purpose  of  securing  a  complete  monopoly  of  the  busi- 
ness in  which  they  are  engaged.  They  permit  no  one  else  to  engage  in  the  same 
business  if  they  can  prevent  it.  They  pay  enormous  prices  for  other  establish- 
ments in  the  same  line,  for  the  purpose  of  closing  them  up  and  thus  obtaining  a 
complete  monoi>oly  of  the  business.  When  they  have  accomplished  that,  or  ap- 
proximately accomplished  it,  they  have  absolute  control  of  the  prices  to  the  con- 
sumer ;  ana  I  do  not  believe  that  any  bodv  of  men  anywhere,  ana  especially  when 
organized  for  the  puri)ose  of  profit,  can  be  trusted  with  the  inordinate  power  of 
absolutely  fixing  i>rioes  to  the  consumer.  One  would  exx)ect  that  they  would  fix 
extortionate  prices  in  order  that  their  profits  might  be  high. 

PRICES  at  OOMPETmVE   AND  NONCOMPETITIVE  POINTS," 

I  believe  that  it  can  be  shown,  in  fact,  that  this  has  been  the  effect  of  the  creation 
of  trusts ;  and  especially  of  the  trust  which  was  the  first,  and  to  this  day  is  the 
fpreatest,  the  Standard  Oil  Trust.  Now,  that  they  do  charge  extortionate  prices, 
it  wUl  be  a  very  easy  matter  for  this  commission  to  prove,  by  simply  getting  the 
Pjrices  at  which  they  sell  refined  oil  at  all  points  where  they  are  without  competi- 
Qon,  and  comparing  them  with  the  prices  they  obtain  where  there  is  a  competitive 
market.  1  think  it  is  always  well  to  deal  in  the  concrete  rather  than  the  abstract, 
and  I  will  give  an  example  which  the  commission  can  readilv  verify.  In  New 
Tork  and  Brooklvn  and  Jersey  City,  in  1895  and  1896— in  March,  1896— they  were 
selling  oil  to  the  local  merchants,  and  to  what  are  known  as  the  wagon  trade  as 
well  as  retailers,  at  9  and  9i  cents  a  gallon.  The  Pure  Oil  (Company,  having  been 
organized  on  the  9th  day  of  March,  put  a  wagon  on  the  streets  In  lHew  York,  and 
sold  10  gallons  of  oil  the  first  day  at  9  cents  a  gallon.  As  soon  as  the  Standard 
Oil  Company  knew  that  the  Pure  Oil  Company  was  doing  business  in  the  city  of 
New  York  and  vicinity,  they  commenced  a  rapid  reduction  of  their  prices,  until 
in  July,  1896,  they  had  reduced  the  price  to  5^  cents  a  gallon  for  the  oest  Quality 
of  water-white  oil,  in  small  quantities,  at  retail,  out  of  their  wagons  in  the  city 
of  New  York.  On  March  9,  when  the  price  was  9i  cents  a  gallon,  the  price  of 
crude  petroleum  was  1 1.30  a  barrel.  That  is  a  trifle  over  8  cents  a  gallon.  Crude 
oil  is  always  measured  by  barrels  of  42  gallons  each.  Three  cents  a  gallon  would 
be  $1.26.  When  they  put  the  price  at  5^  cents  a  gallon,  crude  oil  was  $1.15  a 
barrel.  In  other  words,  they  reduced  the  price  of  refined  oil  by  $1.68  a  barrel, 
while  crude  declined  only  15  cents.*  Now,  9i  cents  a  gallon  was  an  inordinate 
price  for  refined  oil  in  New  York,  and  5^  cents  was  below  cost ;  they  could  not 
make  the  oil,  transport  it  to  New  York,  and  sell  it  for  that  price  and  get  cost  for 
it.  The  condition  is  the  same  in  Philadelphia,  where  there  has  been  competition 
for  3  years. 

Q.  (By  Mr.  North.)  How  long  did  that  continue?— A.  We  put  additional 
wagons  on  in  a  small  way,  and  I  do  not  hesitate  to  say  we  have  lost  money  in 
New  York  every  month  since  we  started  three  years  ago  last  March. 

O.  Prices  remain  the  same  as  they  fixed?— A.  Practically  the  same ;  they  are  a 
Uttte  better  now,  although  crude  oil  is  no  higher.  Crude  oil  was  $1.15  in  1896 ;  it 
is  now  $1.13 ;  yet  the  prices  of  refined  are  a  little  higher  now  than  then.    But  I  do 

>  Seealao  Mr.  Monnett,  p.  317;  Mr.  Westgate,  p.  367;  Mr.  Clark,  pp.  381, 837, 880;  Mr.  Emery,  pp. 

6aw,83i,6ae. 

3  Ck>mpare  Mr.  Weeigate,  p.  8B6;  also  Mr.  Archbold,  p.  6S& 
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not  hesitate  to  say  that  by  the  competition  which  we  introduced  at  least  $3,000,000 
has  been  saved  to  the  people  of  Greater  New  York  during  the  last  three  years. 

Q.  (By  Mr.  Phillips.  )  How  about  Philadelphia?— A.  The  situation  is'^the  same 
in  Philadelphia.  The  Pure  Oil  Company  has  oeen  doing  business  in  Philadelphia 
since  the  19th  day  of  June,  1896.  And  prior  to  that  time  another  company,  which 
our  company  succeeded,  had  been  doin^  business  ther  for  years.  The  price  of 
oil  in  Philadelphia  is  even  lower  than  it  is  in  New  York.' 

Q.  (By  Mr.  C.  J.  Harris.)  This  saving  to  consumers  would  not  probablv  have 
been  made  without  the  competition  ?— A.  Oh,  no ;  I  think  the  price  would  have  \ 
been  maintained  throughout  this  entire  period  at  9i  cents.  ,^^ 

(2.  (By  Mr.  Farquhak.)  This  commission  understands  that  these  prices  are 
carried  by  both  competing  companies  in  New  York  at  a  loss? — A.  Certainly  at  aT 
loss.    Their  purpose  is  to  drive  competition  out i  and  unless  the  companv  has  a 
considerable  capital  it  will  be  driven  out    No  individual  can  compete  with  them. 
They  have  absolutely  destroyed  all  individual  enterprise  in  the  oil  business. 

Q.  Would  it  not  have  been  a  better  business  method  to  adopt  the  price  of  the 
opposition  company  ?  That  would  have  involved  no  loss  to  the  company,  bat 
simply  standing  in  as  a  competitor  at  the  real  costprice  without  a  pront. — A.  If 
you  sold  oil  at  all  you  had  to  sell  at  their  price.  We  did  not  care  to  do  business 
at  a  loss.     We  should  have  liked  to  avoid  it  if  possible. 

Q.  (By  Mr.  C.  J.  Harris.)   They  made  the  reduction ?— A.  They  made  the* 
reduction  and  they  made  the  cuts,  and  they  did  it  to  make  it  destruoSve. 

Q.  (By  Mr.  Farquhar.)  The  cut,  you  said,  was  made  from  nine  and  a  half  to 
five  and  a  half  ? — A.  Yes ;  from  March  to  July. 

Q.  Were  you  in  competition  at  the  time  of  the  nine-and-a-half  rate? — A.  Yes ; 
we  commenced  in  March,  1896. 

At  the  nine-and-a-half  rate  ?— A.  Yes. 
(.  The  other  company,  then,  made  the  first  reduction  ?— A.  Yes. 
J.  Was  the  price  put  down  to  five  and  a  half  at  once,  or  was  the  first  reduction 
to  a  middle  figure  ?— A.  The  first  reduction.  I  think,  was  to  eight,  and  then  to 
seven  and  a  half,  then  ..o  seven,  and  quickly  down  to  five  and  a  half. 

O.  (By  Mr.  North.  )  Co^ild  you  state  the  figure  at  which  the  oil  could  have  been 
sold  at  that  time  with  a  reasonable  profit?— A.  Seven  cents  would  have  given  a 
very  handsome  profit  both  to  them  and  to  us. 

Q.  (By  Mr.  Kennedy.  )  I  would  like  to  ask  the  Senator  to  say  something  about 
the  price  of  the  same  qualify  of  oil  in  the  States  where  the  Standard  has  not  this 
competition. — A.  The  prices  are  very  high.  When  you  get  entirely  away  from 
competition  they  get  what  prices  they  please. 

(2.  Can  you  name  a  case  in  any  city?— A.  No;  I  can  not  give  you  the  figures  in 
other  cities  from  memory;  I  know  the  figures  here  because  it  was  my  business  to 
know  them. 

(j.  (By  Mr.  Phillips.)  These  figures  will  be  obtained  and  presented  to  the  com- 
mission, no  doubt,  in  satisfactory  shape?— A.  And  it  is  true  that  wherever  there 
is  no  competition  their  prices  are  high.  ' 

Q.  We  are  still  on  the  question  how,  in  your  opinion,  do  trusts  affect  the  con- 
sumer?—A.  Give  the  trust  the  absolute  power  to  fix  prices,  and  thev  sJways  fix 
them  high.  That  is  the  only  way  they  can  get  their  mordinate  profits  on  their 
watered  stock,  and  the  consumer,  of  course,  must  suffer.  There  is  no  question 
about  it.  No  government  should  allow  the  power  of  absolutely  fixing  prices  for 
the  consumer  on  a  given  product  to  be  lodged  anywhere  if  it  can  be  prevented. 

THE  NUMBER  OP  COMPETITIVE  POINTS. 

Q.  (By  Mr.  North.  )  Are  there  many  competitive  points  in  the  United  States?— 
A.  Yes;  there  are  a  number  of  competitive  points  in  the  United  States  where  the 
independent  people  have  stations  for  distributing  points  for  oil,  but  usually.  I 
think,  at  a  very  great  disadvantage  in  their  rates. 

9.  Is  the  number  of  these  competitive  points  increasing  or  decreasing? — A.  I 
think  they  are  increasing  as  the  independent  interest  is  increasing.  If  that  should 
diminish,  they  would  correspondingly  diminish. 

THE  INDEPENDENT  COMPANIES  MAKINQ  LESS  MONET  THAN  THE  STANDARD. 

Q.  (By  Mr.  Farquhar.  )  In  proportion  to  their  capital,  are  the  independent  com« 

Eanies  making  as  much  money  as  the  Standard? — A.  I  think  not,  if  weare  to  judge 
y  their  declared  dividends.  1  see  that  the  Standard  recently  declared,  for  the  last 
3  months,  a  dividend  of  8  per  cent  and  a  special  dividend  of  9.  That  would 
make  12  per  cent  in  H  months  on  a  capital  of  $100,000,(X)0,  if  the  statement  can  be 
relied  upon. 


i8e«  Mr.  Emery,  pp.  629,631. 
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REFIKBD  OIL  FIBST  TRANSPORTED  IK  PIPE  LINES  BT  THE  INDEPENDENTS. 

Q.  Through  how  many  States  did  this  pipe  line  need  to  go  before  it  reached  the 
aboard? — ^A.  Pennsylyania  and  New  Jersey.  Probably  it  would  be  interesting 
for  the  commission  to  know  that  the  independent  interest  first  undertook  the 
transportation  of  refined  oil  by  means  of  pipe  lines.  The  Standard  people  said 
that  it  was  impossible  to  transi)ort  refined  ou  long  distances  by  means  of  pipe  lines. 
The  independents  laid  a  pipe  line  to  transport  refined  oil  from  Oil  City  through 
Titnsville  and  Warren,  Bradford,  and  Wilkesbarre,  Pa.,  to  Hampton  Junction, 
N.  J . ,  for  the  purposeof  reaching  New  York  Harbor  That  li  ne  has  been  in  operation 
4  years,  and  has  transported  millions  of  barrels  of  refined  oil,  without  the  con- 
demnation of  a  single  barrel ;  and  it  was  the  only  means  that  enabled  the  inde- 
penden  t  refiners  to  live.  W ithont  that  they  would  haye  been  driven  out  of  business 
py  the  railroads.' 

OBSTACLES  PUT  IN  THE  WAY  OF  THE  INDEPENDENTS'  PIPE  LINE. 

Q.  (By  Mr.  Farquhar.)  Did  these  pipe  lines  find  any  trouble  at  all  in  getting 
their  right  of  way?— A.  Oh,  yes;  certainly.  Even  in  Pennsylyania  they  were 
hindered  and  delayed  and  stopped  in  a  great  many  ways  in  reaching  Wilkesbarre. 
Men  went  in  advance  of  them  and  took  options  on  the  right  to  lay  a  line  at  very 
high  rates,  for  the  purpose  of  establishing  rates  for  this  line  that  was  coming. 
They  would  offer  to  take  an  option  for  the  right  of  way  over  a  farm  at  very  mucn 
more  than  the  value  of  the  entire  farm. 

O.  Is  not  that  the  usual  way  with  a  railroad  or  with  a  pipe  line,  that  the  sec- 
ond customer  is  the  one  that  is  very  apt  to  pay  an  enormous  rate?— A.  The  first 
person  that  went  through  was  not  intending  to  lay  a  line,  but  simply  to  fix  the 
inrice  for  the  one  that  did  lay  the  line. 

<^.  (By  Mr.  Phillips.)  will  you  give  an  account  of  the  start  made  with  the 
United  States  Pipe  Line,  the  double  line,  to  ship  both  refined  and  crude?  Will 
von  state  to  the  commission  what  adverse  circumstances  you  met  in  the  State  of 
Wew  Jersey  in  trying  to  get  to  New  York?— A.  The  line  was  projected  by  way  of 
Hancock,  on  the  Delaware  River,  and  through  New  York  to  the  Hudson  River. 
When  we  reached  a  place  near  Hancock,  on  the  Delaware  River  above  New  l^ork, 
we  found  the  Erie  Railroad  there  with  cannon  and  every  appliance  necessary  to 
prevent  the  laying  of  the  line.  We  also  found  that  it  would  probably  take  us 
some  years  to  get  the  land  for  that  line  through  to  New  York,  because  the  pipe- 
line law  of  New  York  had  been  so  amended  as  to  make  it  very  difficult  to  fay 
another  pipe  line.  The  law  was  not  arranged  to  develop  that  plan  of  transporta- 
tion, but  to  prevent  the  laying  of  additional  lines.  So  we  gave  up  the  project  of 
going  to  New  York  by  way  of  Hancock,  and  started  from  Athens  south  to 
Wilkesbarre. 

Q.  That  is  Athens,  Pa.?— A.  Athens  is  in  Pennsylvania,  about  4  miles  from  the 
New  York  line.  We  intended  to  lay  the  line  directly  across  through  New  Jersey 
to  the  bay  at  New  York,  where  a  company  with  which  we  are  associated,  the 
Columbia  Oil  Company,  has  loading  facilities.  We  reached  the  Delaware  River 
and  crossed  it.  Then  we  met  the  nrst  objection,  from  the  Belvidere  Railroad, 
owned  by  the  Pennsylvania.  Although  we  owned  an  acre  of  land  at  the  crossing. 
they  enjoined  us  from  crossing  that  by  means  of  a  bill  in  equity  filed  before  the 
vice-chancellor. .  His  decree  was  reversed  by  the  Court  of  Errors  and  Appeals,  the 
highest  court  in  New  Jersey,  and  we  crossed  the  road;  but  they  kept  us  back  a 
year.  Our  line  was  complete  to  that  point,  but  we  were  delayed  a  year  in  getting 
that  link.  Then  we  met  our  next  difficulty  in  crossing  the  Delaware,  Lackawanna 
and  Western  Railroad.  We  owned  a  line  there.  They  undertook  to  take  that  line 
out.  We  maintained  our  position  bv  force,  but  we  had  a  delay  there,  and  some  of 
our  men  were  hurt.  We  retained  tne  line,  and  it  is  still  there;  it  is  still  in  litiga- 
tion. We  crossed  under  the  Essex  Canal  at  a  culvert,  owning  that  crossing,  and 
reached  Hampton  Junction,  which  is  12  miles  from  the  Delaware  River,  in  the 
State  of  New  Jersey,  and  51  miles  from  the  harbor  of  New  York.  There  are  two 
lines  from  Bradford,  Pa.,  to  Hampton  Junction,  one  for  crude  oil  and  the  other 
for  refined.' 

THREE  GRADES  OF  OIL  IN  ONE  PIPE  LINE. 

Three  different  grades  of  oil  are  transported  through  the  same  line.  They  push 
out  a  poorer  grade  with  a  better,  and  it  is  turned  into  its  own  tank  by  means  of 
a  valve.  They  run  that  second  grade  until  they  have  transported  the  amount 
desired;  then  put  in  a  third  grade  until  they  have  transported  the  amount  that  is 
desired  of  that,  and  then  repeat  the  process. 


1  See  3£r.  Emery,  p.  651:  Mr.  Lockwood,  p.  898;  Mr.  Boyle,  pp.  413,  446. 
*  Compare  Mr.  Archbold,  p.  639;  Mr.  Emery,  pp.  660-065;  Mr.  Boyle,  p.  486. 
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Q.  (By  Mr.  Philups.)  Explain  how  yon  have  been  transporting  these  mixed 
grades  to  yonr  markets. — A.  In  pumping  the  oil  along  the  line  it  does  not  mix  for 
a  distance  of  50  feet ;  though  of  course  that  poorer  grade  mixes  with  the  better  for 
a  short  distance  in  the  line. 

9.  (By  Mr.  Fabquhab.)  Does  the  Standard  use  that  same  system?— A.  No,  I 
think  not. 

Q.  (By  Mr.  Phillips.)  Are  yon  the  first  to jpnmp  refined  oil  to  New  York?— A. 
The  first  company  that  eyer  pumped  refined  ou  any  distance  by  means  of  the  pipe 
line.  I  think  the  fiHwidard  is  pumping  distUlate  from  ihe  fields  in  Ohio  for  treat- 
ment. 

NO  FBELINO  AGAINST  BBNDINO  OIL  AWAT  TO  BB  BBFINED. 

Q.  (By  Mr.  Farquhab.)  Was  there  not  a  feeling  in  Pennsylvania,  and  the  oil 
district,  against  the  transportation  of  crude  oil.  as  withdrawing  the  benefits  of 
refining  from  the  localities  ? — ^A.  No,  I  think  not ;  there  is  a  prettv  liberal  spirit 
on  that  subject ;  they  are  selling  oil  to  be  refined  wherever  it  can  be  refined  cheapest.  * 

BEFININO  DONB  CHBAPB8T  IN  THB  INTBBIOB. 

Q.  (By  Mr.  Fabquhab.)  Then  you  state  that  there  is  advantafle  in  getting  to 
the  seaboard  for  your  refining?— A.  No ;  I  think  the  oil  can  be  refined  cheaper  in 
the  interior,  and  transported  as  refined  by  means  of  pipe  lines.* 

(J.  Giving  employment  to  the  locality  where  the  oil  is  produced? — ^A.  Yes,  I 
think  so.  Ithink  so  for  several  reasons :  Land  is  cheajMr,  labor  is  cheaper,  and 
fuel  is  cheaper,  and  water  is  abundant  and  of  a  good  qnality. 

And  living  is  cheaper  ?— A.  Living  is  cheaper. 

And  it  tends  to  diversify  labor? — ^A.  Yes. 

Is  there  a  better  market  at  the  seaboard  for  what  vou  call  the  bv-products  or 
residuum  than  there  is  at  your  local  refineries  in  Pennsylvania  ?— A.  1  am  not  com- 
petent to  answer  fully.  I  think  that  the  market  for  the  by-products  is  all  over 
the  country,  and  probably  one  part  of  the  country  is  as  valuable  a  market  as 
another. 

THB  BTANDABD  BBUBVBD  TO  GBT  BAILBOAD  FAYOBS  IN  PRICES  FOR  LUBRICATING 

OILS. 

Q.  (Bv  Mr.  Phillips.)  Does  the  Standard  have  the  monopoly  of  lubricating  oil, 
especially  as  to  the  railroads  of  the  United  States  ?— A.  I  want  to  mention  some- 
thmg  that  I  do  not  positively  assert  to  be  true.  1  do  not  know  it  to  be  true,  bat  it 
is  a  matter  of  belief  with  me.  I  believe  the  Standard  is  getting  as  great  advantages 
and  discriminations  from  railroads  as  ever ;  but  I  think  they  get  them  in  an  entirely 
different  way,  and  in  such- a  way  that  I  do  not  see  how  the  matter  can  be  reached. 
The  purchasing  of  oil  for  a  great  many  of  the  railroads  has  been  largely  taken  out 
of  the  hands  of  the  purchasing  agents  and  put  into  the  hands  of  the  president 
or  some  managing  director.  I  think  that  the  Standard  get  their  rebates  from  the 
railroads  by  means  of  the  prices  at  which  they  oil  those  roads.* 


Q.  By  lubricating  oil  ?— A.  Yes. 


^  Does  that  require  a  large  amount  ?  Is  it  a  very  large  item  of  expenses  ? — A. 
I  think  the  railroads  of  this  country  can  be  lubricated  for  one-half  the  amount 
which  they  pay  to-day.  and  a  large  profit  made  out  of  it ;  but  the  railroads  are 
simply  giving  rebates  in  that  way. 

Q.  (By  Mr.  Farquhar.  )  As  a  business  proposition,  does  it  make  any  difference 
to  a  man  selling  oil  to  a  railroad  whether  lie  ^oes  to  the  president  of  the  railroad 
or  to  a  purchasing  agent?— A.  Yes.  I  think  it  makes  a  difference;  because  the 
purchasing  agent  is  supposed  to  buy  his  oil  at  the  very  lowest  prices.  It  is  dif- 
ferent in  the  case  of  the  president. 

Q.  (By  Mr.  Farquhar.)  Is  there  any  proof  by  which  you  know  that  the  pur- 
chaising  agent  gets  competitive  prices  on  oil  ?— A.  No. 

A  RBFINBBY  WITH  $500,000  CAPITAL   CAN  GBT  ALL  THB  BT-PBODUCTS. 

Q.  (By  Mr.  Jbnks.)  The  statement  has  been  frequently  made  l^at,  owing  to 
the  very  large  capital  of  the  Standard,  they  get  the  refined  very  much  cheaper 
than  the  in£pendents  do,  because  they  are  able  to  ^et  more  by-products.  Can 
you  tell  us  whether  you,  for  example,  have  as  good  facilities  for  refining  as  the 
Standard?— A.  I  presume  that  in  refining  a  large  quantity  of  oil  there  would  be 

■K—m --    ■  -  -  ■ r-»-l-M--n 1 n ■ • — — -^^"^^^^^ 

>  See  Mr.  Emery,  p.  649. 

*  Compare  Mr.  Archbold,  p.  616;  Mr.  Davis,  p.  800;  Mr.Bioe,  pp.  600, 700;  Mr.  Page. 
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a  alight  dUFerenoe  in  ftivor  of  the  large  refinery ;  bat  I  think  it  would  be  00  alight 
as  to  make  no  real  diiferenoe.  I  think  the  independent  people  make  jnat  aa  good 
oil  aa  the  Standard  Oil  Company,  and  better. 

Q.  Do  they  get  alao  substantially  the  same  by-products?— A.  They  can  get  also 
the  same  by-poroducta  if  thej  have  the  fadlitiea  to  make  them. 

Q.  Doea  it  require  ansrthmg  like  the  capital  the  Standard  has  to  get  an  eatab- 
liahment  big  enough  to  make  use  of  these  by-products? — A.  Oh,  no.  . 

Q.  How  large?'-A.  I  suppoae  a  capital  of  $500,000  would  make  a  complete  refin-  ^V 
ery,  with  a  pmect  division  of  labor,  so  aa  to  get  out  every  by-product  at  the  very  ^  > 
lowest  poaaible  coat.' 

THS  STAHDABD  HAS  NO  ADVAmrAQE  IN  COST  OF  PACKAGES. 

Q.  Would  the  aame  thin^r  hold  with  reference  to  the  materialB  they  use  in  ship- 
ping? With  reference  to  uie  cost  of  tin  cans  and  barrels? — A.  The  making  of  tin 
cans  is  a  very  simple  process;  it  is  all  done  by  machinery,  and  they  are  made  very 
rapidly.  I  think  others  can  manufacture  them  just  as  cheaply  as  they  do.  Barrela 
can  be  manufactured  just  as  cheaply  aa  the  Standard  Oil  Company  can  make 
them.  I  judge  they  can  not  manufacture  these  things  any  cheaper  than  othei 
people,  because  they  do  not  do  the  other  parts  of  the  business  anv  cheaper  than 
the  other  people.  They  are  not  any  better  producers  than  the  independent  pro 
ducers,  nor  as  good;  and  they  do  not  transport  the  oil  any  cheaper  throu£^  1 
given  aize  of  pipe  line  than  we  do. 

THS  STANDABD'S  ADVANTAGK  IS  NOT  IN  PRODUCTION  BUT  IN  DISCBIMINATION& 

Q.  When  you  aay  that  they  are  not  aa  good  producers  as  other  people,  do  yen 
mean  that  they  do  not  take  as  good  oare  in  their  refining  as  the  others  do?— A«  i 
think  very  possibly  they  do  not.  If  an  oil  company  is  in  the  business  of  producing 
oil  individually,  they  are  giving  their  own  -penonaX  attention  to  that  specific  thing. 
In  the  case  of  the  Standard  Oil  Company,  all  their  production  must  oe  under  the 
flujierviaion  of  paid  a^ients,  who  are  not  as  skillful  in  the  business  as  the  men  that 
have  been  in  it  for  thirty  years  themselves. 

Q.  In  your  judgment,  then,  any  advantage  they  have  comes  from  some  8X>ecial 
discriminations  or  through  monopoly,  and  not  frmn  any  legitimate  advantage  they 
have  through  large  capital?— A.  I  think  you  are  entirely  correct ;  they  have  not 
much  advantage,  so  far  aa  the  actual  doing  of  the  business  is  concerned,  except 
through  discriminatioiis. 

THB  8TANDABD  MAESS  A  HUNDRED  PER  CENT  ON  ITS  REFINED  OIL. 

Q.  (By  Mr.  C.J.  Harris.)  Ton  said  the  price  of  oil  was  9i  cents  in  March,  1896;  \ 

tiiat  would  give  them  at  wholesale  rates  a  profit  of  00  or  60  per  cent,  would  it  not,  l 

Acoordlng  to  their  own  figurea  ?— A.  It  would  give  them  a  inrofit  of  100  per  cent ;  I 

the  cost  of  oil  would  be ' 

i 
A. 

($.  That  ia  a  pretty  big  profit  for  a  wholeaale  busineea,  is  it  not?— A.  I  think  ao 


Q.  (Interrupting.)  I  do  not  mean  on  the  crude  but  I  mean  after  it  was  refined?-—    f       , 
..  It  would  give  them  100  per  cent.    They  could  buy  the  oil  so  as  to  make  the  profit  A     p^ 
very  dose  to  100  per  cent.*  I\ 


OOMPBTITIVE   POINTS.— THE   RAILROADB   PREVENT  COMPETITION  ON    THE    PACIFIO 

COAST. 


Q.  (By  Representative  Otjen.)  I  understoodyou  to  say  there  are  about  ahundred 
competing  i>oints;  where  are  the^?  In  what  part  of  the  country?— A.  I  can  give 
▼ou  a  good  many  of  them :  New  York,  Philadelphia,  Pittsburg,  Cliicago,  Milwau- 
kee, Bock  Islana,  Evansville,  Memphis,  St  Louis,  Des  Moines,  Kansas  City. 

Q.  Any  on  the  Pacific  coast? — A.  They  have  such  a  great  advantage,  by  means 
of  rules  the  railroada  have  adopted,  that  it  is  almost  impossible  for  independent 
companies  to  sell  large  quantities  of  oil  on  the  Pacific  coast.  The  Interstate  Com- 
merce Commission  has  assessed  against  a  number  of  railroads,  in  favor  of  the  inde- 
pendent refineries,  the  sum  of  $86,000,  which  it  has  found  that  the  railroads  should 
nay  to  the  independent  refineries  by  reason  of  discriminations ;  and  suits  are  pend- 
mg  for  that  sum  in  the  United  States  Circuit  Court  at  Pitttsburg.* 

Q.  (By  Mr.  C.  J.  Harris.)  Does  not  the  Standard  Oil  control  the  coxmtry  trade 
almost  ezclusively  ?>- A.  Very  largely  they  control  trade  which  onl^  railroads  ^i 
reach.    The  competitive  points  are  where  you  can  get  away  from  railroads  and    ^^ 
get  water  transportation. 

X  Compare  Mr.  Archbold,  p.  570.       *  See  Mr.  PhlllipB,  pp.  691. 608.       *  See  Mr.  Archbold,  p.  618. 
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BPFORTS  OF  THE  STANDARD  TO  BUY  OUT  THEIR  OOMPBTITORS. 

Q.  (By  Mr.  Kennedy.)  Has  the  Standard  Oil  Company  been  making  attempts 
to  secure  control  of  these  independent  companies? — A.  In  1894  and  the  beginning 
of  1895,  they  had  conferences  Avith  some  of  the  independenc  refineries.  They 
proposed  to  buy  all  the  independent  lines  and  all  the  independent  refineries. 
The  independent  pipe  lines  declined  to  sell.  A  number  of  refiners  declined  to  sell ; 
but  they  did,  at  that  time,  purchase  oil  refineries  along  onr  pipe  line,  which  were 
under  contract  to  take  oil  from  us;  and  although  they  were  in  good  condition,  and 
one  of  them  was  practically  new.  they  tore  those  refineries  down  and  destroyed  them. 

(j.  Did  they  offer  much  more  than  the  properties  were  worth? — A.  Yes;  they 
offered  more  than  the  properties  were  wortli. 

Q.  (By  Mr.  Phillips.)  What  other  methods  did  they  take  to  get  control  of  the 
independent  pipe  lines? — A.  They  reduced  the  prior  of  oil  at  the  seaboard,  so 
that  oil  was  sold  at  the  seaboard  for  a  long  period  b^low  the  cost  of  the  crud'3  in 
the  oil  region,  and  the  refineries  had  to  suffer  a  large  loss.' 

THE  STANDARD  BUYS  STOCK  IN    INDEPENDENT   COMPANIES  AND   GETS  A    DIRECTOR 

IN  ONE. 

Q.  Did  they  or  did  they  not  purchase  stock  in  any  of  these  independent  pipe- 
line companies?  If  so,  how  much  and  in  what  companies?— A.  The  first  com- 
pany we  organized  was  the  Producers'  Oil  Company,  Limited,  with  a  capital  of 
leoo.OOO.  There  were  1,(>9.>  subscribers  to  the  stock.  They  were  scattered  over 
about  800  miles,  in  territory  widely  separated  from  each  other  and  from  the  officers, 
and  the  Standard  (Ik>mpany  started  to  get  control  of  that  company.  They  had  a 
bank  cashier  working  for  them  in  nearly  every  town  throughout  the  whole  region 
where  the  stock  was  owned,  and  they  had  agents  in  the  field.  The^  commenced 
purchasing  that  stock  at  par,  and  before  they  got  through  they  paid  as  high  as 
220.  They  secured  a  majority  of  the  stock— ;i;i, 000  over  one-half.  Then  they 
brought  suit  to  get  into  ^he  company.  They  were  beaten.  The  stock  was  put  in 
the  name  of  John  J.  Carter.  He  claimed  to  be  the  owner.  It  was  owned  by  the 
National  Transit  Company,  and  they  transferred  it  to  him  on  the  16th  day  of 
January,  1896.  He  brought  suit  to  become  a  member  of  that  company  without 
l)eing  elected  to  membership.  It  was  a  limited  partnership,  and  the  law  provided 
that  no  one  who  purchased  stock  could  becoi^e  a  member  without  being  elected 
by  a  majority  in  number  and  value  of  the  interests.  He  alleged  that  he  was  one 
of  the  original  subscribers  to  the  stock,  and  that  by  buying  additional  stock  he  was 
entitled  to  vote  such  additional  stock  at  the  meetings,  and  he  asked  for  a  transfer 
to  him.  That  was  denied  by  the  company.  He  lost  in  the  court  below  and  in  the 
supreme  court.  That  was  one  of  the  means  they  were  taking  to  get  control.  He 
told  me  he  had  purchased  stock  for  the  purpose  of  getting  control  of  the  com- 
pany nnd  changing  its  policy  from  one  opposed  to  the  Standard  to  one  in  harmony 
with  it.  They  bought  stock  in  the  United  States  Pipe  Line ;  and  in  order  to  pre- 
vent their  getting  control  of  that  stock  the  majority  was  pat  in  the  name  of  three 
trustees  who  could  vote  it  at  all  meetings  of  tlie  company. 

Q.  About  how  much  stock  did  they  purchase  in  the  United  States  Company? — 
A.  Some  $330,000  to  §100,000  out  of  the  $1,200.  OJO  paid-up  capital.  We  refused 
to  recognize  them  as  stockholders  in  that  company.  They  brought  suit  to  get  in, 
and  they  won  in  the  court  be  low.  The  case  was  taken  to  the  Supreme  Court  and, 
on  a  technicality,  the  appeal  to  the  Supreme  Court  was  quashed. 

Q.  Have  they  or  have  they  not  a  director  in  that  company  ?•«- A.  They  have 
one  director  in  that  company  now. 

Q.  How  did  they  obtain  that  director? — A.  They  obtained  that  director  by  the 
purchase' of  stock,  and  through  the  decree  of  the  court  that  they  should  be  entitled 
to  vote  it  at  the  election.^ 

THE  INDEPENDENT  COMPANIES  ARE  SEPARATE,  BUT  OWNED  PRACJTICALLY  BY  THE 

SAME  PEOPLE. 

Q.  (By  Mr.  Kennedy.)  Have  the  independent  companies  found  it  necessary,  in 
order  to  protect  themselves  against  the  encroachments  of  the  Standard,  to  enter 
into  a  form  of  combination? — A.  Only  as  to  control;  combination  of  interest. 
They  are  practically  owned  by  the  same  people.  They  would  be  much  stronger, 
undoubtedly,  if  thev  were  welded  into  one  organization. 

Q.  Then,  practicaUy ,  they  are  not  independent,  but  independent  of  the  Standard 
Oil  Companv?^A.  They  are  independent  of  each  other  and  also  independent  of 
the  Standard. 


^See  Mr.  Archbold,p.571;  Mr.  We8tgate,p.965;  Mr.  Emery,  pp.  699, 681. 

"See  Mr.  Westgate, pp.  370,382;  Mr.  Boyle, p.  442;  Mr.  ArcnDold,pp.577,578;  Mr.  PhllUp8,pp. 
180,590,605,606;  Mr.  Emery,  p.  656. 
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Q.  Did  yon  say  whether  they  were  controlled  by  the  same  people?— A.  By  way 
of  ninstratioii.  the  refineries  are  all  owned  by  different  people,  individnals  or  com- 
panies ;  each  man  owns  his  own  refinery,  and  each  company  Owns  its  own  refinery. 
They  take  oil  from  the  pipe  lines  and  pay  ns  the  15  cents  pipeage,  while  the  Stand- 
ard pipeage  is  20  cents.  We  have  always  maintained  a  nniform  price  of  15  cents 
for  local  pii)eage.  They  sell  their  oil  where  they  please ;  bid  against  each  other, 
and  bid  against  the  Standard.    They  are  entirely  independent. 

INDBPKNDENT  COMPANIES  ABSORBED  BY  THE  STANDARD. 

Q.  (By  Mr.  A.  L.  Harris.)  How  many  independent  companies  have  been 
absorbed  by  the  Standard  Oil  Company  ? — A.  I  should  say  over  a  hnndred  in  the 
last  twenty  years. 

Q.  Is  there  such  a  thing  as  a  list  of  those  companies  and  the  amount  of  capital 
of  each  ? — A.  Yes  ;  there  is  a  list  of  the  refineries  that  were  obtained  and  dis- 
mantled in  the  testimony  of  Senator  Emery  before  the  Gonmiittee  on  Manuf ac- 
tuiesinl888.> 

WHY  THE  REMAINING  INDEPENDENTS  REFUSE  TO  SELL. 

Q.  (By  Bepresentatiye  LiviNGbTON.)  What  stands  in  the  way  of  absorbing  the 
remaining  companies  ?  The  fact  that  they  produced  enough  to  meet  the  demand, 
or  are  they  trying  to  work  at  lower  figures  because  they  are  not  willing  to  sell  ? — 
A.  Because  they  are  not  willing  to  sell ;  that  is  one  reason. 

Q.  (By  Mr.  Farquhar.)  Do  you  mean  by  that  that  there  is  so  much  profit  in 
the  independent  lines  that  they  can  ask  two  prices  and  will  not  sell  ? — A.  No ;  we 
refused  to  se  1  at  112 — that  is,  12  per  cent  above  cost — when  we  expected  to  go 
into  the  hands  of  the  sheriff  and  be  sold  out.  We  maintain  those  companies 
largely  as  a  matter  of  sentiment,  and  as  a  protection  to  the  independent  producing 
interests. 

Q.  Do  they  stay  out  of  sentiment  or  feeling  toward  the  consumer,  or  is  it 
beoiuse  there  is  a  large  profit,  present  and  prospsctive,  in  keeping  them  out  of  the 
Standard  Oil  Company  r— A.  No ;  men  naturally  want  to  remain  in  the  business 
that  they  have  selected  and  with  which  they  are  acquainted;  they  are  satisfied 
with  moderate  profits,  and  they  do  not  like  to  be  driven  out  of  their  business. 
There  is  an  American  pride  in  being  able  to  maintain  a  place  in  a  business  that  a 
man  feels  that  he  is  entirely  comi>etent  to  carry  on,  ana  has  adequate  capital  to 
carry  on  if  he  has  a  fair  chance. 

Q.  (By  Mr.  Farquhar.)  Is  it  not  a  fact  that  the  independent  companies  of 
this  country  are  making  money,  and  making  a  sufficient  percentage  on  their  capi- 
tal, and  is  not  that  one  of  the  reasons  why  they  do  not  sell  ? — A.  That  is  true  just 
at  present ;  but  this  proposition  to  purchase  them  was  made  after  they  had  been 
domg  a  losing  business  continuously  for  twenty  months,  and  in  that  twenty 
months  had  lost  $200,000  among  them  in  actual  money.  Then  they  declined  to 
8elL< 

PBACTICAL  EXPERIENCE  OF  MEMBERS  AND  MEN  OF  THE  STANDARD  OIL  COMPANY. 

Q.  Tou  mentioned  the  fact  some  time  ago  that  you  thought  those  who  were 
interested  in  the  independent  companies,  and  had  been  brought  up  in  the  business, 
and  had  long  ezi)erience  in  it,  are  better  managers  than  the  agents  that  the  Stand- 
ard Oil  Company  employ  in  refining,  or  transportation,  or  selling.  Is  it  or  is  it 
not  a  fact  that  in  their  acquirement  of  these  plants,  the  Standard  Oil  Company 
has  usually  taken  the  expert  mixers  and  refiners  of  those  concerns  into  the  work- 
ing force  of  the  Standard  Oil  Conipany  itself?  In  other  words,  under  the  con- 
trolling spirits  of  the  Standard  Oil  Company  to-day,  have  not  the  men  in  the  field 
had  as  wide  experience  as  anv  indepenaent  company  can  have?— A.  No,  I  think 
not.  I  think,  with  the  exception  of  one  trustee,  none  of  the  trustees  have  had  any 
experience. 

Q.  What  is  the  experience  of  Mr.  0*Day? — A.  He  has  had  experience  as  a  pipe- 
line man.  Mr.  Archbold,  I  think,  has  hsid  quite  a  large  experience  as  a  renner. 
I  think  he  is  a  competent  man  in  that  business. 

Q.  When  they  absorbed  the  Galena  Company,  did  they  not  take  the  best  opera- 
tives of  that  company  into  the  employment  of  the  Standard  Oil  Company? — A. 
What  Galena  do  you  refer  to? 

Q.  The  Ohio. — A.  That  is  located  at  Franklin.  I  think  the  same  men  are  in  that 
company  that  have  always  been  in  it. 

>  Vage  226,  vol.  ft,  H.  R..  first  Hossion  Fiftieth  Oongreas,  1887-88. 

>  See  pp.  28:;,  'JffJ;  Mr.  PhUlip:!,  p.  508;  Mr.  Archbold,  p.  580. 
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PRBSENT  OONDITION  OF  REFINBBIBS  THAT  WEBB  KEPOBTBD  AS  INDEPENDENT  IN  1886. 

Q.  (By  Mr.  A.  L.  Harbis.  )  Pleaae  turn  to  page  438  of  that  report*  How  many 
of  those  companies  in  that  list  are  in  existence  at  the  present  time?— A.  I  can  not 
speak  of  Cleveland.  Of  New  York.  Borne,  Scrymser  &  Co.  have  been  absorbed 
by  the  Standard,  and  I  think  Lombard,  Ayres  &  Co.  They  are  marked  there, 
thongh,  as  affiliated  with  the  Standard  then.  Pittsbnrg:  Bear  Creek  Refining  Com- 
pany is  a  Standard  works  now,  I  understand;  lola  Oil  W  orks  is  a  very  small  works: 
and  the  Qlobe  Refining  Company,  I  think,  is  Standard.  Oil  City:  The  Keystone 
Refining  Company  was  wrecked  and  torn  down ;  Standard  became  the  purchaser 
of  it  at  sheriff's  sale,  I  think.  The  ground  is  bare  now  with  the  exception  of  a  few 
tanks. 

(By  Mr.  Phtt.t.tps.)  By  whom  was  it  torn  down?— A.  By  the  Standard. 

(By  Mr.  A.  L.  Habbis.)  As  yon  go  on  please  state  what  has  become  of  the 
different  companies  that  have  gone  out  of  existence  and  how  they  went  out  of 
existence,  whether  acquired  by  the  Standard  Oil  Company,  etc — A.  Reno:  The 
Mutual  Oil  Companv  was  purchased  by  the  Standard  in  May,  18d5,  wrecked  and 
torn  down;  nothincr  left  standing  but  a  chimney  as  a  monument  of  disaster;  I  am 
not  sure  but  the  chimney  is  down  now.  Franklin:  Those  are  small  refineries; 
they  are  not  running,  I  think;  I  think  the  most  of  them  are  shut  down.  I  do  not 
know  anything  about  those  at  Buffalo,  Toledo,  Findlay,  Lima,  Bradner,  Smith's 
Ferry,  Boston,  or  Baltimore.  Bradford:  Those  are  not  in  existence  now;  I  do  not 
know  what  became  of  them.  Parkersburg:  One  of  the  refineries  that  was  in 
existence  at  that  time  has  been  absorbed  by  the  Standard.  Marietta:  I  am  not 
informed  as  to  those  refineries.  Titusville:  Rice,  Robinson  &  Witherop  are  run- 
ning now  as  an  independent  company.  John  Schwartz's  refinery  was  practically 
destroyed  by  the  flood.  He  then  united  with  the  National  Refining  Company  in 
the  Union  Refining  Company.  That  was  bought  by  the  Standard  in  1895  and  torn 
down.  The  International  Works  (J.  P.  Thomas)  was  absorbed  and  purchased  by 
the  Standard  in  1895.  It  was  practically  a  new  works  and  in  fine  condition,  but 
it  was  torn  down.  The  National  Oil  Companv  was  united  with  the  Union,  and 
the  Union  was  purchased  and  torn  down  by  the  Standard.  The  same  is  true  of 
the  Western  Refining  Company;  they  went  into  the  Union;  they  united  those 
refineries,  leaving  but  two  practically  of  that  numbw  now  in  existence  at  Titus- 
ville, and  one  that  has  been  erected  since  by  the  Manhattan  Oil  Company,  known 
as  the  Oil  Creek  Oil  Works.  Clarendon:  I  am  not  familiar  with  those;  they  are 
small  works;  I  think  one  of  them  is  still  operated  by  the  independents;  I  think 
the  other  is  not  in  operation  now.  San  Francisco:  I  am  not  informed  as  to  that. 
Philadelphia:  Bosshart  &  Wilson  are  not  in  business.  As  to  the  others  I  am  not 
informea.  Florence,  Colo.:  I  am  not  familiar  with  them.  This  list  was  made,  I 
see,  in  1888. 

BONUSES  FOB  IDLENESS. 

Q.  (By  Mr.  Phillips.)  Have  you  any  information  in  regard  to  the  paying  of  a 
large  tx>nus  or  premium  for  refining  works  to  remain  in  idJenees,  or  have  you  any 
information  in  regard  to  their  pajring  sums  of  money  to  persons  to  stay  out  of  the 
business? — A.  I  know  that  vrfthin  the  last  five  years,  and  prior  to  that,  they 
leased  a  number  of  refineries,  and  simply  shut  them  down  and  allowed  them  to 
remain  idle.  As  to  persons  receiving  money  to  remain  out  of  business,  I  have  no 
personal,  absolute  knowledge  of  that  subject ;  only  common  rumor. 

Q.  Do  ^ou  know  as  a  fact  that  they  have  leased  works  that  have  been  shut  down 
for  a  period  of  years  ? — A.  Tes,  I  know  they  have. 

Q.  And  paid  large  sums  of  money  ?— A.  Yes,  I  know  that  has  been  done. 

OONSUMBBS  WOULD  PAY  LESS  IF  THB  8TANDABD  OIL  OOMPANT  DID  NOT  EXIST. 

Q.  (By  Representative  Livingston.)  What,  in  your  opinion,  would  be  the  price 
of  oil  to  the  consumers  if  the  Standard  Oil  Company  should  be  abandoned  ?— A.  I 
believe  that  the  average  price  to  the  consumer,  all  over  the  United  States— all 
over  the  world— would  be  very  much  less  than  it  is  to-day,  at  the  same  price  for 
crude  oil.* 

Q.  Why  ?— A.  The  reasons  are  that  anyone  who  is  permitted  to  take  whatever 
he  chooses  is  never  moderate  in  his  taking.  They  have  the  ability  and  power  to 
take  from  the  consimier  just  what  they  please,  where  there  is  no  competition ;  and 

>  HoTiBe  Reports,  first  session  Fiftieth  Oongrees,  1887-88,  vol.  9. 

*  See  pp.  275-277:  Mr.  Monnett,  p.  817;  Mr.  Westgate,  pp.  871,  372,  866-870;  Mr.  Archbold,  p.  581; 
Mr.  EniMTt  080*  631, 832;  chart  of  prloee  in  IntroductloQ. 
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I  do  not  think  that  anybody  would  be  moderate  nnder  rach  circmnstanoes.    I  do 
not  believe  that  anybody  should  be  trusted  with  unlimited  power  to  fix  prices. 

Q.  You  think,  then,  that  competition  would  so  rule  and  control  the  independent 
companies  ttiat  they  would  be  forced  to  sell  oil  for  a  lower  price  than  the  Standard 
now  charges  ?— Tes ;  I  have  not  a  bit  of  doubt  about  it. 

PROFITS  OF  THB  INDEPENDENTS  AND  OF  THE  STANDARD. 

Q.  That  being  true,  what  interest  has  the  independent  company  in  forcing  the 
dismtegration  of  this  company?— A.  Just  this  interest;  they  stand  always  in 
mortal  dread  of  being  entirely  wiped  out.  They  do  not  know  whether  they  can 
live  six  months  or  a  year;  they  always  have  to  fight  for  their  lives,  and  they  do 
not  make  fair  profits  even  now;  they  have  not  made  what  would  be  called  fair  man- 
ufacturing profits  at  anytime  in  the  last  five  years. 

Q.  (By  Mr.  North.)  What  do  you  call  fair  manufacturing  profits?— A.  They^ 
would  be  entirely  satisfied  to  do  thts  business  at  10  cents  a  barrel  on  the  oil  that  V 
runs  through  their  refineries.    I  think  the  Standard  makes  $1.50  to  $2  on  every  1^ 
barrel  that  goes  through  its  refineries. 

Q.  About  what  per  cent?— A.  That  would  be  about  10  cents  a  barrel  on  the 
amount  the  independents  refined. 

Q.  What  per  cent  of  profit  on  the  investment?— A.  With  oil  at  $1  a  barrel,  that 
would  be  about  10  per  cent. 

Q.  Which  you  call  a  very  good  manufteturing  profit?— A.  Yes,  I  should  say  so.    '  i 
I  have  heard  independent  refiners  say  they  would  be  entirely  satisfied  to  enter  into  "y 
a  contract  for  any  nmnber  of  years,  to  make  10  cents  a  barrel  on  every  barrel  of  /\. 
crude  oil  they  refined;  and  wiw  oil  at  |1  a  barrel,  that  would  be  about  10  per  cent 
profit* 

THE  FOREIQN  MAEEIET— THE  PURE  OIL  COMPANY. 

Q.  Have  you  any  knowledge  of  the  price  at  which  the  Standard  sells  its  product 
abroad?— A.  The  I^e  Oil  Company  was  organized  in  1895  for  the  purpose  of 
aiding  the  independent  refiners— organized  in  an  open  meeting  held  at  Butler, 
January  24, 1895.  The  purpose  was  stated  to  be  to  organize  a  company  that  would 
take  the  oil  from  the  refineries  at  cost ;  they  were  willing  to  renne  oil  at  cost  if 
they  could  live  that  way.  They  were  willing  to  say  they  would  continue  in  the 
business  and  give  it  to  the  new  company  at  cost,  without  making  a  cent.  This 
company  was  organized  for  the  purpose  of  taking  that  oil  at  cost  and  marketing 
it  abroad. 

Q.  (By  Mr.  Phillips.}  Please  state  what  means  the  Standard  had  taken  to 
destroy  the  market  abroad  that  these  independents  were  working  on?— A.  They 
had  made  the  market  abroad  so  bad  that  oil  was  sold  in  New  York  for  a  number 
of  months  below  the  cost  of  the  crude  at  the  refinery,  without  anything  for  refin- 
ing it  and  without  anything  for  transporting  it  from  the  refineries  to  New  York. 
The  refiners  had  lost  large  sums  of  money.  Then  they  said  they  could  not  con- 
tinue unless  they  were  aided  by  the  inroducers.  We  formed  the  Pure  Oil  Ck)m- 
paxij  for  the  purpose  of  takmg  the  oil  at  cost,  in  order  to  enable  them  to  stay  in 
the  business  and  not  be  driven  out  by  the  Standard  Oil  trust.  There  was  an  open 
meeting,  held  in  the  opera  house  at  Butler,  and  the  stock  of  that  company  was 
subscribed  there  to  the  amoxmt  of  $65,000  in  a  few  minutes.  It  went  on  until  it 
now  has  a  capital  of  $375,000,  with  an  authorized  capital  of  $1,000,000,  and  that 
company  has  been  buying  oil  from  the  independent  refiners  and  marketing  it 
abroad.  They  have  a  station  erected  at  Hamburg,  Germany;  their  own  tankage, 
their  own  tank  cars.  They  have  one  at  Rotterdam,  Holland;  their  own  tankage, 
barrel  houses,  pumping  outfits.  They  are  erecting  one  at  Mannheim,  on  the  Rhine 
in  G^ermany,  and  they  rent  a  plant  at  Amsterdimi,  Holland.  Those  plants  were 
established,  one  of  them  two  years  ago  last  October,  the  other  a  year  ago  the  1st 
of  April,  and  the  third  is  in  process  of  erection.  The  oil  is  transferred  to  those 
plants  by  means  of  tank  steamers,  pimiped  out  and  distributed  just  as  the  Stand- 
ard distributes  it  throughout  Germany. 

DISCRIMINATION  PREVENTED  IN  QERMANT. 

I  want  to  say Jiere,  and  I  say  it  with  a  blush  for  this  country,  that  everyone 
can  do  business  in  G(ermany  on  an  equal  footing,  and  nobody  has  any  advantage 
ver  another.     It  ought  to  be  true  in  the  United  States.    It  is  a  sad  thing. 

Q.  (By  Senator  Daniel.)  Please  explain  that  a  little.— A.  They  do  not  permit 
ny  discrimination;  they  will  not  allow  it. 

Q.  By  whom?— A.  The  Gk>vemment  will  dose  up  an  establishment  and  keep  it 
rom  doing  business  if  they  enter  into  discrimination. 

1  Bee  Mr.  Boyle,  p.  441. 
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Q.  (By  BepreeentatiTe  Liyinqston.)  Yoq  mean  to  say  they  prevent  tmsts  and 
combinations?— A.  I  think  they  do:  at  least  they  prevent  tmsts  and  combinations 
having  any  advantage  over  an  individual. 

Q.  (By  Mr.  North.)  Or  fixing  of  prices?— A.  They  will  not  permit  that;  they 
will  not  permit  anybody  to  do  business  at  a  loss. 

Q.  For  the  sake  of  destroying  a  competitor?— A.  Tes.    They  wiU  not  allow  that. 

GERMAN   BUSINESS   OF  THE   INDEPENDENT  REFINERS — COURSE  OF  THE   STANDARD. 

Q.  Ton  have  not  quite  answered  the  question  I  originally  asked  yon. — ^A.  What 
was  that? 

Q.  I  wanted  to  know  how  the  foreign  prices  of  the  Standard  Oil  Companv  com- 
pared with  the  domestic  prices.  A.  Prior  to  that  time  the  independent  renneries 
sold  nearly  all  the  oil  thev  marketed  in  Germany  to  a  man  by  the  name  of  Poth. 
He  frequently  said  he  could  not  do  business  in  Germany  at  a  loss — which  we  have 
foimd  to  be  true— and  of  course  that  gave  him  a  right  to  say  what  he  could  pay 
for  oil.  He  got  rich  out  of  the  purchase  of  oil  from  the  refiners  in  a  perioa  of 
a  few  years. 

Q.  (By  Mr.  Phillips.)  Independent  refiners?- A.  Independent  refiners;  and 
finally  he  sold  out  to  the  Standard  Oil  Ck>mpany.  After  he  had  done  it  he  was 
overwhelmed  with  grief  when  he  found  the  refiners  had  stood  by  him.  He  went 
home  and  died  within  three  days.  He  is  dead,  and  his  business  is  carried  on  by 
the  Standard  Oil  Company.^ 

Q.  Did  they  take  any  means  to  buy  tankasro?— A.  They  would  often  tie  up  all 
the  tankage  at  a  given  point,  and  they  sold  oil  abroad  at  low  prices  for  a  pericKl. 

Q.  (By  Mr.  North.)  At  lower  prices  than  they  were  selling  for  in  this  country 
at  the  same  time? — A.  Yes.* 

QUALITY  OF  EXPORT  OIL. 

Q.  (By  Mr.  Jenks.)  What  is  the  qualit^p"  of  export  oil  compared  with  what  is 
used  here? — A.  The  oil  for  export,  while  it  is  called  a  second-g^ade  oil,  is  really 
about  as  good  a  burning  oil  as  the  very  highest  quality.  The  refiners  tell  me  they 
would  as  soon  bum  what  is  called  export  oil  as  "  water- white.*'  It  does  not  bum 
quite  as  white,  but  it  is  a  good  quality  of  oil.' 

MARKET  conditions  IN  GERMANY  AND  ENGLAND. 

Q.  (By  Mr.  North.)  Are  you  able  to  carry  on  competition  in  foreign  countries 
without  those  disadvantages  which  you  encounter  at  home?— A.  A  great  deal 
better  in  foreign  countries  than  in  America.  Competition  is  preserved  in  Ger- 
many to  a  very  much  greater  extent  than  in  the  United  States.  It  is  in  England, 
too. 

Q.  (By  Mr.  Phillips.)  Is  the  Pure  Oil  Company  making  a  profit?— A.  The 
Pure  Oil  Company  is  making  a  profit ;  doing  a  profitable  business. 

Q.  (By  Mr.  t^^orth.)  Selling  at  market  rates  abroad? — A.  Selling  at  market 
rates  and  doing  a  good  business. 

DIFFERENT  RESULTS  OF  PURCHASES  OF  INDEPENDENT  PLANTS  BY  THE  STANDARD 

AND  BY  OTHERS. 

Q.  (By  Mr.  Ratchford.  )  You  stated  that  100  or  more  of  these  companies  were 
absorbed  by  the  Standard  Oil  Company.  Has  there  been  any  such  thing  as  trans- 
fer of  property  or  plant  from  one  of  these  independent  concerns  to  another  at  any 
time? — A.  Very  frequently;  that  is,  interests  will  be  sold. 

Q.  They  have  bought  and  sold  to  each  other?— A.  They  change  ownership  to 
some  extent. 

Q.  The  reason  that  others  have  not  sold  to  the  Standard  Oil  Company  is  because 
they  are  unwilling  to  sell?— A.  Yes. 

Q.  If  these  independent  concerns  have  l>ought  and  sold  and  changed  ownership, 
have  they  not  been  absorbed  by  each  other  in  the  same  sense  in  which  the  Stand- 
ard Oil  Company  has  absorbed  some  of  them?— A.  No.  A  works  is  not  absorbed 
in  changing  ownership.  The  business  is  carried  on  just  as  it  has  been  carried  on 
before. 

Q.  When  an  independent  company  buys  another  company  or  plant  or  property 
it  continues  to  operate  it?— A.  Yes. 


>  Compare  Mr.  Westgate,  p.  881;  Mr.  Emery,  p.  617. 

*8ee  Mr.  Lockwood,  pp.  384,886;  Mr.  WeBtffate,  p.  372;  Mr.  Emery,  p.  616;  chart  of  prices  in 
Introduction. 
*  See  Mr.  Emery,  pp.  626, 6SB6. 
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Q.  The  only  difference,  then,  between  them  and  the  Standard  is  that  in  the 
one  case  the  plant  is  bouffht  for  the  purpose  of  operation,  aii<1  in  the  other  for  the 
purpose  of  destrnction,  laying  it  waste?— A.  Very  freqnent.y  it  is  bonght  for 
the  purpose  of  destmction. 

Q.  I  should  think  the  term  ''destroyed**  or  **laid  waste*'  would  be  a  better 
term  than  "absorbed.** — A.  I  would  say  absorbed — dismantled — which  means 
destroyed. 

THB  STANDABD*^  PRODUCT  HAS  DETERIORATED. 

Q.  EEas  the  quality  of  the  product  of  the  Standard  Oil  Company  improved  dur- 
ing the  past  twenty  years?— A.  I  think  it  has  deteriorated  in  quality.    I  would 
like  to  give  a  reason  for  that:  Prior  to  twenty  vears  ago  they  did  not  use  any  Lima     jl 
oil,  or  oil  that  has  sulphur  in  it;  within  the  last  twenty  years  they  have  used  a    /\ 
very  large  proportion  of  Lima  oil.    Therefore,  I  think  their  manufactured  oil 
generally  is  not  as  good  as  it  used  to  be. 

9.  (By  Mr.  Phillips.)  For  what  reason  is  the  Lima  oil  mixed?— A.  The  LimaNuT 
oil  IS  said  to  contain  arsenic  and  sulphur;  one  clouds  the  chimney  and  the  other  r^ 
makes  a  bad  odor.* 

O.  (By  Mr.  Batch  FORD.)  How  about  the  bv-products?— A.  No  doubt  they 
make  their  by-products  very  lucrative  to  themselves. 

THE  PRICE  OF  REFINED  OIL  HAS  FALLEN  ONLY  WITH  THE  PRICE  OF  CRUDE. 

Q.  Have  their  prices  been  materially  reduced  during  the  past  20  or  2.*)  years? — 
A.  I  read  a  statement  made  before  this  commission  by  a  gentleman  who,  I 
think,  was  not  at  all  familiar  with  the  oil  business,  Mr.  Thurber,  of  New  York. 
The  prices  have  not  been  correspondingly  reduced  with  the  cost  of  the  material 
emploved.  In  other  words,  there  has  not  been  a  relative  reduction  in  the  price  of 
refiiiea,  as  compared  with  the  cost  of  the  crude.  I  think  they  had  nothing  to  do 
vdth  the  making  of  the  cost  of  the  production  of  the  crude.  All  improvements  in 
drilling  the  oil  wells  and  in  producing  the  crude  have  been  made  by  the  people 
who  were  actually  engaged  in  that  business;  many  of  them  workingmen. 

Q.  Are  you  prepared  to  say  whether  or  not  the  cost  of,  say,  half  a  dozen  other 
articles  or  common  use  has  or  has  not  fallen  proportionately  with  that  of  the 
products  of  the  Standard  Oil  Company?— A.  Yes ;  I  think  nearly  all  staple  articles 
have  been  reduced  wittdn  the  last  20  years  in  larger  degree  than  the  price  of 
refined  oil. 

Q.  (By  Senator  Daniel.  )  Has  not  the  price  of  the  crude  article  fallen  much 
more  in  proportion  than  the  price  of  the  refined? — A.  Undoubtedly.  I  am  going 
to  speak  of  that  hereafter. 

THE  standard's  PROFIT  PER  GALLON  HAS  INCREASED. 

Q.  (By  Mr.  Jenks.)  You  suggested  that  Mr.  Thurber  had  brought  up  some 
figures.  I  think  this  chart  here''  [pointing  to  chart  on  the  wall]  shows  the  figures 
that  have  been  quoted  so  fre  luently  b^  the  Standard  Oil  Company,  and  that  were 
quoted  by  Mr.  Thurber.  This  upper  line  [indicating]  shows  the  price  of  refined. 
the  lower,  the  cost  of  the  crude :  the  perpendicular  distance  between  them  shows 
the  cost  of  refining  plus  the  profit  Tnese  figures  are  often  quoted  by  the  Standard 
to  show  that  they  have  very  largely  reduced  the  cost;  these  are  the  dates  here 
[indicatingj — the  Standard  Oil  started  about  1872— up  to  the  time  of  the  forma- 
tion of  the  trust  in  1882.  Can  you  tell  us  wliethcr  or  not  these  average  figures 
show  definitely  the  way  in  which  the  Standard  fixes  its  prices? — A.  Your  dots 
there  between  your  lines  indicate  the  cost  of  refining  plus  the  profit. 

Q.  Plus  the  profit,  because  this,  the  lower  line  [indicating],  is  the  price  of  the 
crude,  and  this,  the  upper  line  [indicating],  is  the  price  of  the  refined.  The  third 
line  drawn  with  reference  to  the  base  line  shows  the  difference  betweeen  the  two. 

Mr.  Farquhar.  Would  not  that  diagram  show  that  since  the  Standard  came 
into  the  trust  they  have  run  the  refined  and  the  crude  almost  ])arallel.'' 

Professor  Jenks.  There  has  been  a  slight  reduction  all  the  time,  and  of  course 
the  Standard  men  will  say.  as  anyone  would,  that  when  you  get  the  price  of 
crude  down  to  less  than  a  cent  a  gallon  there  is  not  any  probability  of  getting  it 
reduced  much  below  that.  I  thought  Senator  Lee  would  explain  that,  because 
those  are  the  figures  often  ciuoted. 


1  Compare  p.  ;i78;  also  Mr.  Archbold,  p.  532;  Mr.  Emery,  pp.  624,  625;  Mr.  Gall,  pp.  672,  enh 
*  See  mtrodaotioii. 
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A.  I  am  told  by  the  refiners  that  in  20  years  the  cost  of  refining:  has  been  re- 
duced from  2^  cents  a  gallon  to  less  than  one- half  cent.'  Of  course  those  lines, 
being  parallel,  show  a  very  much  larger  margin  of  profit. 

THE  standard's  PRICES  FOR  REFINED  OIL  HAVE  NO  RELATION  TO  CX)ST. 

Q.  (By  Mr.  Jsnks.)  Also  state  farther,  with  reference  to  the  way  they  fix 
their  prices,  whether  their  price  for  refined  oil  is  based  definitely  on  the  cost  of 
refining,  or  whether  it  is  merely  arbitrarv?— A.  I  do  not  think  the  Standard  Oil 
Company  fixes  its  prices  on  the  'basis  of  the  cost  of  refining  and  cost  of  crude  at 
all.  They  rather  try  to  avoid  doing  that.  They  do  not  want  the  public  to  under- 
stand how  they  fix  their  prices.  They  are  entirely  arbitrary.  Thev  have  had 
very  low  prices  for  refined  oil  when  crude  was  very  high,  and  very  high  prices  for 
refined  oil  when  crude  was  very  low. 

Q.  (By  Mr.  Phillips.  )  Does  not  that  come  about  through  their  selling  and  sup- 
pi  ving  the  market  for  a  number  of  months  ahead? — A.  Probably  through  their 
selling  ahead,  and  then  putting  up  the  price  of  crude,  so  that  their  competitors 
may  have  to  pay  a  high  price  for  the  crude,  while  they  themselves  are  manufac- 
turing the  crude  they  have  already  purchased,  to  make  refined  which  they  have 
sold  at  a  high  price. 

THE  BETTER  CONDITIONS  IN  GERMANY  AND  ENGLAND  HAVE  ENABLED  THE 

INDEPENDENT  COMPANIES  TO  LIVE. 

Q.  (By  Mr.  Kennedy.)  You  stated  that  the  conditions  of  competition  in  Q«r- 
many  and  Great  Britain  have  been  such  that  you  could  make  a  profit  there,  and 
the  Standard  Oil  Company  could  not  drive  you  out ;  and  in  this  country  their 
methods  have  b^en  ruinous  to  vou,  so  that  you  could  not  make  a  profit.  Has  the 
profit  you  have  been  able  to  make  in  Germany  and  Great  Britain  in  years  past  been 
the  means  of  enabling  your  companies  to  five,  notwithstanding  the  methods  of 
the  Standard  in  this  country?— A.  Yes. 

Q.  How  long  have  you  been  operating  in  these  countries? — A.  In  Germany  for 
three  years  next  October.  The  price  of  export  oil,  which  is  a  second-grade  oil,  has 
been  almost  as  high  as  *' water- white"  oil.  The  cost  of  drilling  the  oil  wells  and 
obtaining  oil  is  very  much  greater  within  the  ]ast  three  or  four  months  than  it 
was  last  year  on  account  of  the  advance  in  our  materials  and  the  prosperous  condi- 
tion of  the  country ;  but  they  have  kept  the  water- white  oil,  the  oil  sold  in  this 
country,  very  low  during  this  last  year.* 

SELLING  BELOW  COST  TO  CRUSH   COMPETITORS    NOT   PERMITTED   IN  GERMANY  OR 

GREAT  BRITAIN. 

Q.  I  understand  that  the  Standard  has  in  some  instances  almost  given  away  oil 
to  drive  out  competition,  is  it  true  that  they  could  not  give  away  oil  if  they 
wanted  to  in  Germany  or  Great  Britain? — A.  No;  I  do  not  think  they  would  be 
allowed  to  do  that  there.-* 

O.  The  Government  would  come  in  and  say,  **  You  can  not  sell  this  oil  a  cent  a 
gallon  less  than  the  other  people?'' — A.  I  do  not  think  they  would  be  permitted  to 
do  that. 

Q.  (By  Representative  Otj EN.)  I  presume  that  would  be  with  the  understand- 
ing that  they  were  doing  it  with  the  object  of  crushing  somebody  else  out? — A. 
Yes ;  that  would  be  the  object. 

Q.  (By  Mr.  Kennedy.  )  The  Government  would  be  the  judge  of  their  motive? — 
A.  I  do  not  think  they  would  be  permitted  to  do  it. 

Q.  (By  Mr.  Farquhar.)  Is  there  any  act  of  Parliament  that  would  prevent 
their  giving  away  oil  or  selling  it  at  half  price? — A.  The  Government  is  simi)ly 
mildly  despotic. 

Q,  How  do  you  reconcile  that  with  the  fact  of  American  meats  coming  into 
competition  with  the  German,  and  cutting  the  English  price  probably  33  per  cent  V— 
A.  I  suppose  those  are  sold  at  a  profit.  They  do  not  prevent  the  selling  of  the 
goods,  but  they  will  not  allow  one  company  to  have  an  advantage  over  another, 
and  they  will  not  permit  business  to  be  done  at  a  loss. 

Q.  (By  Mr.  Kennedy.  )  I  would  like  an  explanation  of  how  they  would  prevent 
a  company  from  doing  business  at  a  lo69?~A.  They  wiU  close  you  up. 

Q.  (By  Mr.  North.)  You  mean  to  say  thev  guarantee  that  every  man  who  goes 
into  business  shall  make  a  profit? — A.  No.    He  can  quit  when  he  pleases. 

Q.  ( By  Senator  Daniel.  }  Are  you  speaking  from  an  examination  of  the  German 
aws  on  the  subject? — A.  Speaking  from  a  knowledge  of  business  done  there  in 
Ihe  last  ten  years. 

^  Stee  Mr.  Westgate,  p.  S71.  >  See  chart  of  prices  in  Introdaction. 

*  Compare  Mr.  Archbold,  p.  532;  Mr.  Emery,  pp.  616-4S18. 
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Q.  Give  US  some  item  of  your  own  knowledge.— A.  In  regard  to  business  with 
Mr.  Poth,  he  said  to  ns  that  he  was  not  permitted  to  do  business  at  a  loss.  Their 
books  are  open  to  inspection  under  some  law. 


Q.  Where  was  that?-^.  In  Q«rmany. 


What  place?— A.  He  was  doing  business  at  Hamburg:  and  Mannheim  and  a 
number  of  other  places  in  G^ermany.  He  said  he  could  not  do  business  at  a  loss; 
therefore  he  must  do  business  at  a  profit.  Since  we  have  gone  in  there,  our  agents 
say  they  are  not  permitted  to  do  business  at  a  loss.  They  will  not  allow  us  to  sell 
goods  at  a  loss  and  do  a  losing  business.    We  can  close  up  and  quit. 

HOW  THE  STANDARD  MAKES  PRICES  HIGH  TO  CONSUMERS  AND  YET  RUINS 

COMPETITORS. 

Q.  (By  Mr.  Jenks.)  You  said  the  prices  were  considerably  higher  in  your 
judgment  than  they  would  be  if  there  had  been  anything  like  free  competition, 
and  yet  that  it  was  very  difficult  for  these  independent  refiners  to  get  along  and 
make  a  living.  Please  tell  ns  a  little  more  accurately  what  the  methods  of  the 
Standard  are  that  make  those  two  things  consistent. — A.  In  any  market  reached 
by  independent  oil  they  will  put  the  price  down  so  low  that  there  is  no  profit  in 
marketing^ oil;  and  at  points  not  reached  by  the  independent  refiners  they  will 
put  the  price  up  so  as  to  recoup  their  loss  at  the  competitive  point.  They  have 
accurate  information  as  to  every  shipment.  For  instance,  a  shipment  will  be 
made  by  an  independent  refiner,  and  before  that  oil  reaches  its  destination  they 
will  land  a  cargo  of  oil  in  the  same  place,  to  be  sold  at  a  very  much  reduced  price. 
They  will  reduce  their  prices  two  or  three  days  before  that  oil  arrives,  so  as  to 
prevent  the  man  who  bought  it  from  selling  it  again.  If  he  buys  it  once  he  is  to 
lose  on  it,  because  he  has  paid  a  higher  price  than  he  is  able  to  sell  it  for.  Then 
they  send  some  one  to  him  to  tell  him.  *'  You  can  not  buy  independent  oil.  You 
must  buy  from  us/'    That  is  the  method  of  every  trust. 

Q.  (By  Senator  Daniel.)  Have  they  done  that  in  Germany? — A.  No;  they  are 
not  allowed  to  do  that  in  Germany. 

THE  STANDARD  HAS  THE  BUSINESS  IN  FRANCE. 

Q.  (By  Mr.  Jenks.)  Now.  you  will  perhaps  add  a  word  with  reference  to  the 
way  they  get  along  in  France. — A.  1  do  not  know  much  about  the  French, 
except  that  the  Standard  Oil  Company  does  most  of  the  business  in  France. 

EXPORT  OIL— TESTS  REQUIRED  BY  STATE  LAWS, 

Q.  (By  Representative  Livingston.)  Can  that  oil  be  sold  in  the  States?— A.  In 
some  of  the  States.  It  can  be  sold  in  Pennsylvania.  Generally  it  is  not  np  to  the 
standard  required  in  the  States  here,  or  not  considered  so.  It  is  probably  as  good 
oil  in  fact  as  is  burned  in  the  United  States,  but  it  is  excluded  by  reason  of  stat- 
utes that  have  been  passed. ' 

O.  What  18  the  gravit}*  of  the  oil  you  send  over  there? — A.  It  is  called  78  Abel 
test.    I  am  not  familiar  practically  with  the  specific  gravity. 

Q.  What  does  the  State  law  of  New  York  require,  or  of  any  other  State— 110? — 
A.  Yes;  110,  or  about  120  to  150.  One  hundred  and  fifty  is  the  highest  grade  of 
water  white,  and  about  48  gravity.  I  have  heard  them  use  that  expression  in  con- 
nection with  water  white.  One  hundred  and  fifty,  48  gravity,  is  considered  the 
best  oil. 

AMOUNT  OF  OIL  EXPORTED. 

Q.  (By  Mr.  Jenks.)  What  proportion  of  the  refined  product  is  exx>orted  and 
what  proportion  is  consumed  here? — A.  About  40  per  cent  of  all  the  crude 
manufactured  is  exported  in  the  shape  of  refined — that  is,  besides  lubricating  oils. 

limitation  of  PRODUCTION  IN  1887. 

Q.  Along  a  good  many  lines  of  industry  it  has  been  found  necessary,  where  the 
competition  was  sharp,  to  export  large  quantities.  Has  this  large  export  business, 
perhaps,  on  the  whole,  enabled  the  Standard  to  keep  prices  higher  than  they  could 
otherwise?  Has  there  been  any  special  attempt  to  limit  production  here  in  order  to 
keep  prices  up? — A.  There  was  at  one  time  a  movement  to  limit  the  amount  of 
crude  produced;  that  was  in  1887.  They  reduced  1*  about  17,500  barrels  a  day  in 
that  year.  That  is  fully  entered  into  in  this  book  (referring  to  **The  Derricks 
Handbook  of  Petroleum").* 

» ?5ee  p.  274;  Mr.  Emery.  pp.625,«86. 

'See  p.;2M;  Mr.  Archb(Sd.  p. 640 ;  Mr.Boyle,pp.42S-432,46(M6S,4S2-481;  for  earlier  attemptfs 
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AMOUNT  OF  OIL  KXPOBTBD. 

Q.  (By  Representative  Livingston.)  I  have  been  famished  with  the  statement 
of  the  statistics  for  last  year,  to  the  effect  that  about  52  i>er  cent  of  all  oils  were 
exported.— A.  I  said  40  per  cent  of  the  amount  manufactured  from  the  crude  is 
exported  in  the  shape  of  refined.  In  addition  to  that  40  per  cent,  if  whatever 
lubricating  oil  was  sent  abroad  were  added,  it  would  probably  make  it  about  50. 

COMPETITION   AND  PRICES  ABROAD.      PENNSYLVANIA  OIL,  LIMA  OIL,  RUSSIAN  OIL. 

Q.  Abroad,  where  the  oil  of  the  independent  refineries  goes,  which  is  not  of  such 
a  grade  as  can  be  consumed  iu  the  States  here,  does  it  come  into  competition  with 
oilsent  there  and  sold  by  the  Standard?— A.  Yea;  the  Standard  is  doing  a  very 
large  business  in  Germany.  Germany  is  the  largest  oil  market  in  the  world. 
Although  the  population  is  about  the  same  as  France,  it  usee  probably  twenty 
times  as  much  oil  as  does  France.    I  think  I  am  not  far  wrong  in  that.' 

Q.  Does  the  sale  of  the  oils  from  the  independent  refineries  bear  down  the  prices 
of  the  Standard  Oil  Company's  product  there?— A.  No;  they  sell  at  very  fair  prices. 
Even  for  the  last  two  years  abroad  the  prices  have  not  been  excessive,  and  they 
are  reasonable  all  round. 

Q.  Vou  mean  the  Standard  Oil  Ck>mpany'8? — A.  The  Standard  prices  and  the 
independent  prices. 

Q.  What  if  you  should  withdraw  or  be  forced  out  of  the  market? — A.  We  think 
their  prices  would  be  very  much  increased. 

Q.  (By  Mr.  Farquhak.  )  Is  there  any  difference  between  the  grade  of  standard 
oils  sold  by  the  Standard  Oil  Company  generally  in  Germany  and  that  of  the  inde- 
pendent c(^mpanies?— A.  We  think  we  sell  a  very  much  better  oil  than  they  do,  for 
the  reason  that  we  do  not  manufacture  any  but  Pennsylvania  oil,  while  they  do 
manufacture  and  e.Tport  some  Lima  oil  that  we  believe  is  mixed  with  the  other. 
I  do  not  speak  positively  about  that,  for  I  do  not  know.* 

Q.  (By  Mr.  Kennedy.)  Do  you  meet  much  competition  in  Germany  from  the 
Russian  oil  fields? — A.  The  Russian  oil  has  not  been  largely  used  in  Germany 
becanse  it  does  not  climb  the  wick  as  well  as  Pennsylvania  oil  or  American  oil, 
and  the  Germans  have  their  own  lamps  and  they  do  not  change  them  readily.  It 
has  not  been  larg«3ly  used,  although  the  Standard  has  been  pushing  the  introduc- 
tion of  Russian  oil.  It  is  said  it  has  bought  a  large  amount  of  Russian  oil,  and 
has  been  trying  to  push  that  in  the  German  markets  as  against  American  oil. 

THE  STANDARD  HAS  NO  APPRECIABLE  ADVANTAGES  IN   PROCESSES. 

O.  (By  Mr.  Jenks.)  The  Standard  Oil  Company  has  often  claimed  that  it  has 
had  a  decided  advantage  by  virtue  of  the  patents  it  has  succeeded  in  getting  with 
a  large  number  of  establishments  that  have  been  purchased.  In  your  judgment 
does  it  have  much  advantage  along  that  line?— A.  No;  I  think  their  process  of 
manufacture  is  very  similar  to  that  employed  bv  the  independent  refiners. 

Q.  (By  Mr.  Farquhar.)  Suppose  you  add  *' formula"  to  patent  in  that  ques- 
tion?— ^A.  I  do  not  believe  they  have  much  advantage  in  that  regard,  if  any. 

CUT  PRICES  for  coal— effect  UPON  THE  MINERS. 

Q.  (By  Mr.  Jenks.)  Do  they  have  any  advantage  in  the  matter  of  getting  fuel 
cheaper?— A.  Yes;  I  think  that  all  large  consumers  have  an  undue  advantage  in 
securing  fuel.  I  think  that  has  served  to  very  much  depress  labor.  In  other 
words,  when  they  want  an  amount  of  coal  they  practically  fix  their  price.  They 
say,  **  We  will  take  this  coal  if  you  will  furnish  it  at  a  certain  price;  if  you  do  not 
furnish  it  at  that  price  we  will  not  take  it.''  As  they  use  a  large  amount,  the  coal 
companies  must  furnish  it,  and  in  order  to  get  even  they  cut  the  men.  That  is 
why  the  miners  have  been  cut  down  from  good  prices  to  poor  prices— by  the 
demands  of  these  large  companies  for  coal  and  other  raw  material  at  too  low  a 
price.  The  operators  must  furnish  it,  and  in  order  to  furnish  it  they  must  cut 
their  men.* 

The  commission  took  a  recess  from  1  p.  m.  to  3  p.  m. 

EFFECT  OF  TRUSTS  ON  PRODUCERS  OF  RAW  MATERIAL. 

Q.  (By  Mr.  Phillips.)  The  question  is,  How  do  trusts  affect  the  producer? — A. 
The  reason  why  1  desired  to  state  first  why.  in  my  opinion,  the  effect  of  trusts 
uix)n  the  consumer  is  to  make  him  pay  a  higher  price  for  the  manufactured 


» See  Mr.  Arch  bold.  p.  502:  Mr.  Emery,  p.  OS. 

"See  p. 276;  Mr.  Archbold,p.532;  Mr. Emery, pp. 0^,826;  Mr. GkOl, pp. 672,681 

"  Compare  Mr.  Archbold,  p.  683. 
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article  is  because  in  doing  so  it  is  their  aim  and  object  to  get  a  complete  monopoly 
of  the  business.  When  they  have  once  gotten  a  complete  monopoly  of  marketing 
a  certain  manufactured  article,  they  have  the  producer  of  the  raw  material  as 
absolutely  in  their  power  as  they  have  the  consumer.  They  c«n  fix  for  him  what- 
ever price  they  please  and  compel  him  to  take  it,  and  the  only  thing  they  do  con- 
sider is  whether  he  will  remain  in  the  business  and  produce  that  raw  material  for 
them  at  a  given  price.  They  simply  allow  the  producer  of  the  raw  material  to 
get  about  cost  out  of  it,  or  a  very  little  margin,  if  any,  of  profit.  Now,  speaking 
of  the  Standard  Oil  trust,  prior  to  the  time  when  they  virtually  obtained  a  monop- 
oly, the  price  of  crude  oil  was  very  much  higher  than  it  has  been  at  any  time  since. 

PRICES  OF  CRUDE  OIL,  1869  TO  1897  J 

In  1869  the  price  was  as  high  as  17  a  barrel;  in  1870,  $4.90;  in  1871,  $4.76;  in  1872, 
$4.10— no,  higher  than  that,  $4.55;  in  1878- -now  their  power  began  to  be  felt,  not  as 
the  Standard,  but  as  the  South  Improvement  Company^— in  1873  the  price  declined; 
the  highest  price  in  1873  was  $2.75  and  the  lowest  was  $1.05.  In  1874  the  lidghest 
price  was  $2.07i  and  the  lowest  was  $0.82i.  In  1875  the  highest  price  was  $1.82^ 
and  the  lowest  price  was  $0.97^.  In  1876  the  highest  price  was  $4.23f  and  the 
lowest  was  $1.08|.  In  1877  the  highest  price  was  |^.69f  and  the  lowest  $1.96^.  In 
1878  the  highest  price  was  $1.63f  and  the  lowest  $0.95^.  In  1879  the  highest  price 
was  $1.28f  and  the  lowest  $0.70|.  In  1880  the  highest  price  was  $1.!^  and  the 
lowest  $0.86i.  In  1881  the  highest  price  was  $1.01i  and  the  lowest  $0.80f .  In  1882 
the  highest  price  was  $1.37  and  the  lowest  $0.61|.  In  1888  the  highest  price  was 
$1.24f  and  the  lowest  $0.97|.  In  1884  the  highest  price  was  $1.15f  and  the  lowest 
$0.75.  In  1885  the  highest  price  was  $1.12|  and  the  lowest  $0.75|.  In  1886  the 
highest  price  was  $0.91f  and  the  lowest  $0.66.  In  1887  the  highest  price  was  $0.90 
and  the  lowest  $0.65i.  In  1888  the  highest  price  was  $1  and  the  lowest  $0.82^.  In 
1889  the  highest  price  was  $1.12i  and  the  lowest  $0.86.  In  1890  the  highest  price 
was  $1.07f  and  the  lowest  $0.72i.  In  1891  the  highest  price  was  $0.81|  and  the 
lowest  $0.61i.  In  1892  the  highest  price  was  $0.6di  and  the  lowest  $0.53.  In  1893 
the  highest  price  was  $0.80  and  the  lowest  $0.54f.  In  1894  the  highest  price  was 
$0.95(  and  the  lowest  $0.80|.  In  1895  the  highest  price  was  $2.60  and  the  lowest 
$1.00|.  In  1896  the  highestpricewas$1.50  and  the  lowest  $1.05.  In  1897  the  highest 
price  was  $0.96  and  the  lowest  $0.65. 

RELATIONS  OF  THE  STANDARD  TO  THE  PRODUCERS  OF  CRUDE  OIL. 

These  are  the  quotations  for  the  open  market.  In  January,  1895,  the  Standard 
Oil  Company  quit  paying  the  market  price  for  oil,  as  it  was  bid  upon  the  oil 
exchange,  and  simply  hung  out  the  price  the^  would  pay  for  what  are  known  as 
credit  balances,  amounts  standing  to  the  credit  of  each  individual  producer  upon 
their  books.    They  would  pay  that  price  and  no  other. ^ 

Q.  (By  Mr.  North.)  What  effect  did  that  have  on  the  market? — A.  It  enabled 
th^  to  fix  absolutely  the  price  of  oil.  Speculation,  the  general  trade  in  oil.  had 
no  effect  upon  the  prices.  They  controlled  the  price  absolutely  by  determining 
what  they  would  pay. 

Q.  (By  Mr.  Phillips.  )  Did  this  shut  up  buyers  and  the  oil  exchan^  ?— A.  Well, 
it  almost  entirely  killed  speculation,  and  drove  brokers  in  oil  into  doing  business  in 
other  lines.  You  will  observe,  from  the  figures  I  quote,  that,  prior  to  the  time  of  the 
Standard  Oil  Company  combination,  competition  largely  controlled  the  industry. 
The  prices  of  crude  were  very  much  higher  than  the^  have  been  since.  Beginning 
with  1895,  they  averaged  about  $1.05  a  barrel.  Dtinng  the  ten  vears  prior  to  that 
the  average  of  crude  oil  was  below  80  cents.  That  was  generally  an  unprofitable 
price.    Men  could  not  produce  oil  and  get  cost  for  it,  andmaintam  the  production. 

Q.  (By  Representative  Otjen.)  Still  some  men  could?— A.  Yet  the  general 
industry  could  not  do  it  at  the  price  that  prevailed  for  ten  years  prior  to  189.3.  So 
[  say  the  effect  of  the  trust  upon  the  producer  of  the  raw  material  has  been  to 
compel  him  to  take  an  unremunerative  price  for  the  oil  product.  You  might  ask 
why  he  did  not  sell  his  product  elsewhere.  The  pipe  line  runs  to  the  well,  the  oil 
is  taken  into  the  pipe  line,  and  as  they  had  absolute  control  in  the  refining  busi- 
ness, or  almost  so,  they  were  able  to  fix  the  price  at  which  they  would  take  that 
oil.  There  were  no  outside  purchasers  of  that  oil ;  if  they  produced  it  there  was 
no  other  place  to  put  it.^ 

Q.  The  pipe  led  to  the  lines  connected  with  the  refineries  of  the  Standard  Oil 
Company? — A.  Yes. 


1  See  pi  547,  and  Introduction. 
*  Compare  Mr.  Archbold,  p.  588w 

4 Oompiare  Mr.  Lockwood,  p.  408;  Mr.  Archbold,  pp.638, 688-640,568. 
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Q.  (By  Representative  LiviNOSTON.)  TonhadnootherconnectionB?— A.  There 
were  no  other  connections.  There  were  some  few  independent  refineries ;  bat  they 
bought  all  their  crude  from  the  Btandard  Oil  Company  and  paid  them  20  cents, 
lociu  pix>eage  rate. 

OVERPRODUCTION  DID  NOT  DEPRESS  THE  PRICE  OF  CRUDE  OIL. 

Q.  Prior  to  1895,  for  10  years,  you  say  the  oil  averaged  about  80  cents. — A.  Lees 
than  80  cents. 


Q.  Since  l^at  about  11.05.— A.  Tes. 


Wtiat  had  overproduction  and  underconsumption  to  do  with  those  prices 
during  that  period?— A.  I  think,  nothing.  There  was  a  time  when  there  was  an 
overproduction.  In  1881  the  Bradford  field  was  opened.  The  production  in 
McKean  county,  known  as  the  Bradford  field,  averaged  very  close  to  81,000  barrels 
a  day  during  1881.  That  created  a  heavy  stock  of  oil,  until,  in  August,  1884,  there 
were  39,000,000  barrels  of  oil  in  stock. 

Q.  That  must  have  depressed  the  price.— A.  The  price  of  oil  was  higher  in  1884, 
as  you  will  see  by  the  tables,  than  it  was  subeeauently,  when  the  stock  was  reduced 
one-half  and  the  production  was  smaller. '  Take  the  year  1884  and  compare  it  witii 
1897. 

Q.  In  1880  it  was  $1.24  and  1884  it  was  $1.12  or  $1.15;  there  was  a  decrease 
between  1880  and  1884  of  10  cents  a  barrel? — A.  The  average  was  higher  in  1884 
than  in  1880,  as  given  by  months  in  this  table.  Then  take  1887 ;  the  production 
was  not  as  great  in  1887  as  it  was  in  1884. 

Q.  And  yet  the  price  was  lower?— A.  The  average  price  in  1887  was  about  66 
cents  a  barrel.  The  stock  was  then  81,000,000;  it  had  been  89,000,000  in  1884. 
The  production  was,  I  think,  about  the  same  in  1887  as  in  1884  ;  I  can  tell  in  a 
moment  by  looking. 

RESTRICTION  OF  PRODUCTION  IN  1887. 

Q.  (By  Mr.  Jbnks.)  Was  there  not  an  effort  made  to  restrict  production  at 
about  that  time?— A.  There  was  an  effort  made,  and  it  succeeded.  Bv  arrange- 
ment with  the  Standard  Oil  Companv,  in  1887  the  producers  purchased  from  the 
Standard  6,000,000  barrels  of  oil  at  a  fixed  price  of  62  cents,  and  shut  in  their  pro- 
duction to  the  extent  of  17,500  barrels  a  day.* 

Q.  (By  Mr.  Phillips.)  Reducing  it  that  much? — A.  Reducing  it  that  much. 

THE  CONDITIONS  THAT  MADE  THE  HIGH   PRICES  OF  1870. 

Q.  I  would  like  to  bring  your  attention  to  the  price  of  1870,  $4.90  a  barrel ;  in 
1890  you  got  $1.07  highest  and  72  cents  lowest.  What  was  it  that  enabled  the 
producers  of  that  oil  to  live  at  $1.07,  when  in  1870  they  got  $4.90?— A.  In  1870 
the  producers  made  a  great  deal  of  money.  They  had  a  good  market.  Buyers 
came  into  the  field  to  seek  the  producer,  and  to  buy  the  oil  directly  from  him  and 
pay  him«  Some  days  it  would  go  up  half  a  dollar  a  barrel  when  there  was  com- 
petition for  it.  Many  i)eople  were  getting  it  for  independent  refineries.  They 
would  go  right  to  Oil  Creek  to  meet  the  producers,  and  say :  **  How  much  petro- 
leum have  you — a  thousand  barrels?  I  will  give  you  $4  for  it ;"  and  make  a  con- 
tract right  on  the  si>ot.    Open  competition  for  the  oil  made  that  price. 

THE  COST    OF    DRILLING  WELLS    HAS    DIMINISHED,   BUT  NOT  THE  COST  OF  TRANS- 
PORTATION. 

Q.  Has  the  cost  of  production  been,  very  greatly  lessened  since  that? — A.  Tes ; 
they  are  drilling  wells  at  very  much  less  cost  than  in  1870. 

Q.  The  pipe  system  reduces  the  cost  of  trausi>ortation?— A.  No ;  transportation 
has  not  lessenea. 

Q.  I  mean  from  the  line  out? — A.  The  line  runs  to  the  well.  The  price  of  local 
transportation  has  never  been  changed  since  the  Standard  Oil  Companv  intro- 
duced their  lines.  When  they  laid  their  first  lines  Scinch  pipe  was  worth  about 
35  cents  per  foot :  last  year  it  was  worth  6  cents  per  foot.  They  charged  30  cents 
then,  and  they  charge  20  cents  now ;  there  has  never  been  any  decrease  in  the 
cost  to  the  producer,  or  to  any  one  who  desires  to  have  oil  transported  by  local 
pipe  lines.' 

O.  What  is  the  surplus  in  barrels  at  present? — A.  The  surplus  stock  of  oil  is  a 
little  over  11,000.000  barrels  in  Pennsylvania  oil  and  about  14,000,000  barrels  in 
Lima  oil.  A  year  ago  Lima  had  more  than  22,000,000  barrels  surplus.  Pennsyl- 
vania has  increased  its  surplus  about  a  million  barrels  the  last  vear. 

Q.  The  market  is  not  glutted  with  that  oil?— A.  No ;  the  stock  is  not  more  than 
should  be  carried  for  safety. 


>  See  p.  647,  for  average  prices  and  stock  at  the  end  of  each  year.       *  See  p.  277.        "  See  p.  884. 
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CRUDE  OIL  HAS  BSEN  PRODUCED  AT  A  LOSS,  ON  THE  WHOUE. 

I  want  to  say  one  thing  in  regard  to  the  prodncers.  I  have  been  intimately 
acqnainted  witn  them  since  I  was  a  boy ;  I  nave  lived  amon<?  them ;  they  have 
been  my  clients ;  I  have  been  familiar  with  their  business.  I  have  never  known 
a  more  energetic,  able,  and  determined  lot  of  men  than  the  prodncers  ofpetroleum, 
and  yet,  as  a  body,  they  have  not  grown  rich,  bat  rather  poor.  There  were 
individual  instances  of  producers  becoming  wealthv — many  of  them — but  they 
were  engaged  in  a  speculative  business,  in  which  there  are  always  chances  of 
certain  persons  becoming  rich.  I  believe  the  great  body  of  producers  have  put 
money  in  rather  than  taken  it  out.' 

THE  TOTAL  PRODUCT  IN  1870,  1890,  1891. 

Q.  What  was  the  total  product  of  the  oil  wells  in  1870  and  the  total  product  in 
1890?— A.  The  production  of  Pennsylvania  oil  in  1890  was  about  35,000,000  bar- 
rels ;  I  think  the  production  in  1870  was  not  over  5,000,000  barrels.'^  That  is  from 
recollection.  I  am  a  little  way  from  the  exact  fact,  but  not  far.  I  think  the 
production  was  about  90,000  barrels  a  d^  in  1890.  In  18JI  it  ran  up  above  100,000 
Darrels  a  day  by  the  discovery  of  the  McDonald  field,  which  was  very  prolific. 

CAUSES  OF  CHANGES  OF  PRICE  OF  CRUDE  OIL. 

Q.  I  want  to  get  a  basis  for  an  opinion  as  to  what  produced  this  rapid  decline  of 
prices  from  1870  to  1890 ;  that  is  the  reason  I  asked  this  question. — A.  That  was 
entirely  arbitrary ;  there  was  nothing  to  reduce  prices  so  aestructively  as  that. 

Q.  LKd  the  consumption  increase  as  fast  as  production?— A.  I  think  consumption 
kept  pace  with  production. 

Q.  is  there  any  way  of  showing  that?— A.  The  export  tables  will  show  that  it 
is  true  as  to  export  oil.  and  1  think  it  is  certainly  true  as  to  home  consumption. 

O.  (By  Mr.  Farquhar.)  How  do  you  account  for  the  abnormal  prices  of  1876 
and  1877  ?— A.  There  was  an  open  competitive  market,  and  the  Standard  Oil  Com- 
pany was  not  really  a  factor  in  it  yet.  Those  prices  were  the  effect  of  speculation 
in  the  open  exchanges. 

Q.  You  mean  to  say  those  prices  were  entirely  speculative  prices,  and  not  product 
prices?— A.  People  bought  oil  for  manufacture  as  well 

Q.  (By  Mr.  Phillips.  )  Had  not  the  discovery  of  fourth-sand  oil  under  third-sand 
deposit  something  to  do  with  lowering  the  prices  very  materially  about  1873? 
Were  the  very  high  prices  of  1876  and  1877  the  result  of  a  reaction  from  the  very 
low  prices  that  preceded?— A.  I  think  the  discovery  of  the  Butler  field,  which  was 
a  very  prolific  field  of  oil,  had  something  to  do  with  the  lowering  of  the  prices  in 
1873,  1874,  and  1875.  Then  there  was  a  reaction.  Oil  went  as  low  as  46  cents  in 
1873  or  1874. 

Q.  I  have  known  it  to  be  sold  as  low  as  40  cents. — A.  Yes;  since. 

A  MANUFACTURING    COMBINATION    CAN    DEPRESS    THE    PRICE  OF  RAW  MATERIAL. 

O.  You  said  a  moment  ago  in  your  opening  remarks  that  the  refineries  con- 
trolled the  producers  of  the  raw  material;  is  that  not  true  with  all  refining  and 
manufacturing?  Take  flax,  take  cotton,  take  hemp,  anything  you  please;  does 
not  the  manufacturer,  in  the  last  analysis,  control  the  price  of  the  raw  product 
just  as  these  refineries  control  the  price  of  crude  oil?— A.  But  if  there  are  a  great 
many  persons  in  the  manufacture,  there  is  competition  between  them,  and  that 
affects  prices. 

Q.  Provided  there  is  no  combination  there? — A.  Yes:  but  where  there  is  a  com- 
bination the  price  is  fixed  arbitrarily.  The  combination  simply  fixes  the  price  and 
the  prodncers  must  take  it. 

REFININO  BY  PRODUCERS— OWNERSHIP  OP  OIL  WELLS. 

Q.  If  these  producers  should  refine  their  own  oil,  what  would  be  the  result? — A. 
Then  they  would  have  to  meet  the  Standard  Oil  Company  in  the  refining  markets. 

Q.  Would  the  Standard  Oil  Company  have  to  go  out  of  existence  if  the  pro- 
ducers should  refine  their  own  oil? — A.  If  they  refined  it  all,  certainly;  but  the 
Standard  people  are  producers. 

Q.  (By  Mr.  North.)  To  a  considerable  extent?— A.  About  23  to  25  per  cent,  I 
should  say,  of  the  entire  production.^ 

Q.  (By  Representative  Livingston.)  Will  you  please  tell  us  how  many  inde- 
I>endent  wells  there  are? — A.  I  think  there  are  from  fifty  to  sixty  thousand  wells 

>  See  pp.  fgl9, 288, 288;  Mr.  Boyle,  pp.  415^17, 419.  *  See  p.  580.  *  See  p.  66L 
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in  existence.  Over  one-half  the  prodaction  is  owned  by  men  who  own  leas  than 
10  barrels  a  day  api^^ce,  so  yon  can  see  the  extent  of  the  independent  production. 

Q.  There  is  no  way  for  those  independent  prodnoers  to  refine  oil,  is  there? — A. 
They  are  attempting  to  do  it  in  the  companies  that  I  represent.  They  are  attempt- 
ing to  transport  it,  and  their  indepenaent  refineries  are  attempting  to  refine  it. 
The  stock  of  the  Producers*  Oil  Company,  Limited,  and  the  Producers' and  Refiners' 
Oil  Company,  Limited,  is  owned  chiefly  by  producers. 

Q.  (By  Mr.  Kennedy.)  It  seems  to  me  this  independent  question  is  becoming  a 
little  bit  mixed.  When  you  say  *'  independent  producers  of  oU,*'  do  you  include 
these  individual  comfMinies?— A.  I  include  all  companies  that  are  not  under  the 
control  of  the  Standard  Oil  Company. 

Q.  Then  you  say  the  Standard  Oil  Company  produces  only  about  25  per  cent  of 
the  oil  that  is  produced?— A.  Twenty- three  to  25  per  cent. 

Q.  That  is,  these  independent  producers  produce  50  per  cent  of  the  oil? — A. 
Probably  75. 

THE  EXPORT  TRADE— CONDITIONS  AND  EFFECTS. 

Q.  (By  Mr.  Farquhar.)  In  what  form  were  your  first  exports  to  Europe? 
Was  it  refined  petroleum  or  crude? — A.  Both  refined  and  crude  were  exported. 

Cj.  In  what  year  was  oil  exported  first? — A.  I  think  oil  was  exported  to  Europe 
as  oArly  as  1870;  probably  before  that. 

Q.  What  effect  does  the  export  trade  in  oil  have  on  the  market? — A.  It  gives  a 
market  for  just  the  kind  of  oil  they  use,  and  to  that  extent  widens  the  market 

Q.  (By  Mr.  North.)  You  get  a  drawback  on  tin  plate?~A.  We  have  never 
transported  any  oil  in  cases. 

Q.  Does  the  Standard  Oil  Companv  transport  any  oil  in  cases? — A.  To  some 
extent,  but  I  think  largely  supplying  tneir  Eastern  market  from  Russia  and  mak- 
ing tin  cans ' 

Q.  Drawback  has  at  one  time  been  a  large  source  of  revenue  to  them? — ^A.  It 
has  enabled  them  to  manufacture  their  cans  here,  getting  a  drawback  on  the  tin 
they  use  in  the  manufacture. 

Q.  ( By  Mr.  Farquhar.  )  Has  not  this  export  trade  equalized  the  profits  between 
the  producers  in  this  country  and  the  sales  in  their  home  market  and  Europe  more 
than  ever  in  the  prices  there?— A.  It  has  helped  to  do  it. 

9-  Suppose  you  were  in  a  measure  restricted  to  prices  that  you  would  call  not 
livmg  prices,  would  you  not  have  the  export  market  in  Europe  with  equal  prices 
there,  as  you  say?  You  could  not  live  if  you  had  to  sell  60  per  cent  ot  your 
product  at  a  loss  and  made  a  small  profit  on  the  other  40  per  cent  ?— A.  It  would 
not  take  long  to  waste  our  coital  at  that. 

Q.  So  yon  say  you  must  hold  a  place  in  the  home  market  as  well  as  the  Euro- 
pean?— A.  I  think  that  the  foreign  markets  do  help  the  independent  interests  to 
maintain  their  foothold,  and  the  Standard  seems  to  have  a  greater  facility  in 
crowding  out  independents  in  America  than  there. 

Q.  Does  this  foreign  market  tend  to  maintain  the  domestic  price?— A.  I  think 
it  does. 

Q.  This  foreign  consumption  seems  to  be  enlarging  all  the  time:  does  that  not 
go  against  the  idea  of  a  monopoly  on4he  part  of  the  company  which  produces  only 
25  per  cent  of  the  whole  crude  product  of  America? — A.  They  produce  only  25 
per  cent,  but  they  virtually  control  50  per  cent  more,  because  they  fiix  the  price 
on  that  additional  50  per  cent.  Therefore  I  do  not  think  the  foreign  market  does 
minimize  the  effect  of  the  Standard  Oil  Company  monopoly. 

WHY  THE  PRODUCTION  IS  KEPT  UP,  THOUGH  MOST  PRODUCERS  LOSE. 

Q.  You  wish  to  say  that  the  producers  of  this  country  do  not  receive  a  fair  price 
for  their  product?— A.  They  certainly  have  not.  I  do  not  think  that  the  counties 
which  have  produced  oil  are  as  well  off  as  they  would  have  been  if  they  had  never 
produced  a  barrel  of  oil;  yet  about  800,000,000  barrels  of  oil  have  been  taken  out  of 
those  counties.^ 

Q.  (By  Mr.  Kennedy.)  At  an  average  cost  of  what?— A.  I  think  the  average 
cost  of  taking  it  out  has  been  about  $1 ;  and  for  ten  years,  when  production  waa 
great,  they  got  very  much  less  than  that. 

Q.  (By  Mr.  Phillips.)  Perhaps  you  might  explain  to  the  commission  why  the 
production  could  keep  up  under  thesecircxmistances.— A.  It  is  a  speculative  business. 
One  man  would  come  in  and  drill  a  well,  get  a  thousand-barrel  well  and  grow 
rich.  The  hope  of  that  sort  of  thing  led  men  to  put  a  great  deal  of  money  into  drill- 
ing these  wells.  They  all  hoped  to  get  large  wells ;  they  did  not  find  them.  More 
money  has  been  put  into  the  business  in  ten  years  than  has  been  taken  out  of  it. 

>  See  Mr.  Archlwld,  p.  683.  *  See  pp.  881, 288;  also  Mr.  Anshboid.  pp.  638, 688. 
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Still  people  make  money  often,  though  prices  are  low.  There  are  wells  that  run 
as  high  as  15,000  barrels  a  day.  Of  coarse  a  man  who  has  a  well  of  that  kind  will 
make  a  large  amount  of  money. 

CAUSES  OF  CERTAIN   FLUCTUATIONS  OF  PRICE. 

Mr.  Jenks.  I  want  to  see  if  you  have  made  clear  the  causes  for  three  or  four  of 
the  most  important  fluctuations.  I  understood  you  to  say  that  the  South  Improve- 
ment Company  was  formed  in  1872,  and  that  within  the  next  two  years  there  was 
a  great  fall  in  price.  What  influence  did  the  South  Improvement  Company  have 
iu  the  way  of  forcing  those  prices  down,  if  any? — A.  I  think  it  had  the  effect  of 
forcing  prices  down,  because  they  had  combined  with  the  railroads  and  controlled 
transportation  to  a  very  great  extent,  and  the  producers  became  frightened.' 
Eighteen  hundred  and  seventy -three  was  the  panic  year.  You  will  remember  the 
panic  had  some  effect  on  prices.  At  that  time,  also,  there  was  a  new  discovery,  in 
Butler  county.    That  promised  to  be  a  very  prolific  field  :  and  it  proved  to  be. 


Q.  Those  two  factors  worked  together?— A.  Yes. 


j.  Then  in  1^J76  and  1877  there  was  a  decided  increase  in  price.  You  state  that 
was  partly  due  to  speculation? — ^A.  Principally  to  si>eculation,  and  partly  to  the 
fact  that  the  Butler  oil  field  had  been  largely  worked  out  and  the  Hradford  field 
had  not  yet  been  opened. 

Q.  There  was  in  the  year  1883  quite  a  decided  rise.  Do  you  remember  about 
that?— A.  While  that  was  quite  a  decided  rise,  yet  it  was  limited.  I  think  the 
highest  price  was 

O.  It  was  not  so  high  as  it  had  been  before?— A.  $1.24f  per  barrel. 

Q.  What  time  was  that  in  the  year? — ^A.  I  don't  recollect  just  now.  It  was  the 
average  for  the  year.  That  was  largely  due  to  the  giving  out  of  the  field  known 
as  the  Cherry  Grove  field,  wbich  was  opened  in  Julv,  1883.  The  wells  were  very 
large,  but  they  did  not  last  a  great  while.  In  the  fall  of  1882  they  commenced  to 
decline,  and  because  of  that  decline  the  prices  went  up. 

Q.  (By  Mr.  Phillips.)  Did  not  the  Bradford  field  decline  at  that  time  very 
materia] jy?— A.  A  great  many  people  thought  the  Bradford  field  was  giving  out. 
1  think  that  was  owing  to  the  decline  of  the  Cherry  Grove  field  and  also  the 
decline  of  the  Bradford  field. 

Q.  In  the  years  1888, 1889  and  1890,  did  that  increase  come  largely  from  the 
limitation  of  the  production  by  the  Standard  Oil  Company? — A.  My  recollection 
is  that  tiie  stock  of  oil  was  reduced  from  81.000,000  iMtrrels  in  August,  1887.  to 
about  nine  or  ten  million  in  1889.  That,  of  course,  would  account  for  that  rise, 
although  it  ought  to  have  been  much  greater. 

Q.  Tnere  is  another  decided  increase  in  1895.— A.  In  1893  the  price  was  decid- 
edly low.  The  McDonald  field  ran  as  high  in  1891  as  81,000  barrels  a  day,  and  at 
onetime  91,000.  That  caused  quite  a  reduction  in  price;  that  was  a  natural 
reduction. 

Q.  In  1894  the  prices  were  $0.95f  highest,  and  $0.80f  lowest;  in  1895  it  went  up 
to  $2.60.  That  was  a  tremendous  rise.- A.  That  was  entirely  arbitrary.  The 
Standard  advanced  the  price  25  cents  per  day  for  a  period  of  about  seven  days, 
running  the  market  from  $1.12  to  $2.60  per  l2arrel. 

Q.  (Bv  Mr.  Farquhar.)  Was  that  helpful  to  producers?— A.  It  helped  the  pro- 
ducers that  had  oil  on  hand  to  sell. 

Q.  Still,  in  the  succeeding  year,  it  only  went  down  to  $1.50,  so  that  Was  but 
a  year*s  holdings  of  oil. — A.  It  went  lower  than  that,  I  think— to  $1.05  at  the 
lowest. 

THE  COST  OF  PRODUCTION  OP  CRUDE  OIL. 

■ 

Q.  (By  Mr.  North.)  Are  we  to  infer  from  your  testimony  that  the  Standard 
Oil  ComiMiny  arbitrarily  fixed  the  price  of  crude  oil  at  a  figure  which  it  knew  to 
be  below  cost  of  production?— A.  Yes;  that  is  undoubtedly  true,  for  in  1887  the 
price  was  maintained  at  65  cents  for  months.  Everybody  knows  it  can  not  be 
produced  for  that.    That  is  away  below  cost  of  production. 

Q.  (By  Mr.  Phillips.)  As  a  whole?— A.  As  a  whole,  I  mean,  it  can  not  be  pro- 
duced for  that. 

Q.  (By  Mr.  North.)  Will  you  state  your  judgment  as  to  the  cost  of  production 
at  the  present  time? — A.  It  would.of  course,  be  only  an  opinion.  I  think  it  can 
be  produced  now,  and  the  amount  of  production  maintained,  at  from  $1  to  $1.20 
I>er  barrel;  but  without  much  profit. 

Q.  The  cost  would  vary  according  to  local  conditions?— A.  Yes. 

Q.  (By  liepresentativeOTJKN.)  And  the  flow  of  the  well?— A.  Yes.  Over  one- 
half  of  the  wells  now  being  operated  produce  less  than  half  a  barrel  of  oil  per 

^OompAre  Mr.  Archbold,pp.6IO,668. 


284  HEARINGS   BEFORE   THE   INDUSTRIAL   COMMISSION. 

day:  over  25,000  wells  prodnce  leas  than  half  a  barrel  a  day,  wells  actaally  work- 
ing every  day. 

Q.  (By  Mr.  North.)  Are  not  all  those  wells  prodacing  at  a  loss? — A.  In  some 
places,  where  they  couple  them  up.  one  man  will  operate  probably  thirty  or  forty 
wells;  then  there  is  some  little  profit  at  the  present  price  of  oil,  but  very  little. 
In  some  cases  they  operate  them  at  a  loss.  I  nave  asked  some  of  them  why  they 
continue  to  do  that,  and  they  said,  with  the  hope  that  prices  will  advance  so  that 
these  wells  will  becomeprontable. 

Q.  (By  Mr.  Jenks.)  Tnese  prices  that  you  give  are  prices  at  the  wells ?^A.  At 
the  wells. 


§: 


THE  COST   OP   PIPING. 

Piping  is  still  20  cents?— A.  Yes.  local  piping. 

Could  you  give  any  estimate  as  to  what  the  cost  of  piping  is  now? — A.  I 
think  the  cost  of  pipage  would  be  between  7  and  8  cents  a  bietrrel.' 

THE  SHUT-IN  MOVEMENT  OP  1887.* 

O.  (By  Mr.  Phillips.)  Senator  Lee  has  referred  several  times  to  what  was 
called  the  ** shut-in"  movement  in  oil,  or  limiting  the  production.  It  might  be 
Interesting  and  profitable  if  he  would  state  what  led  up  to  that  *' shut-in  "  move- 
ment, and  what  action,  if  any,  was  taken  in  regard  to  the  labor  employed  through- 
out the  oil  fields?— A.  The  price  of  oil  was  below  the  cost  of  production  during 
the  year  1887.  The  average  price  that  year  was  about  66  cents  a  barrel.  The 
Standard  Oil  Company  said  that  they  wanted  to  treat  the  producers  fairly,  but 
that  they  had  an  excessive  stock  of  oil  on  hand— 81,000.000  barrels— deterioititing 
in  value,  and  that  if  we  wanted  to  have  a  better  price  production  must  be  de- 
creased, so  that  they  could  use  up  that  stock  of  oil,  and  take  it  ofi:  the  market,  and 
save  loss  by  wastage.  A  number  of  the  leading  producers  met  a  number  of  the 
Standard  people  at  Niagara  Falls  and.  after  discussing  the  subject,  the  producers 
agreed  to  limit  their  production,  in  order  that  the  Standard  might  dispose  of  that 
excessive  stock  of  oil.  I  met  with  them,  aud  I  remember  the  contract  by  which 
the  producers  purchased  from  the  Standard  Oil  Company  6,000,000  barrels  of  oil, 
to  compensate  them  for  limiting  the  production,  and  also  to  compensate  the  labor 
they  employed  ;  because  it  would  cut  off  the  revenue  of  the  men  who  were  en- 
gaged in  that  industry.  Mr.  Phillips,  who  was  in  that  movement,  insisted  that  we 
should  set  aside  2,000,000  barrels  of  oil  to  compensate  the  laboring  men  who  were 
in  the  industry,  and  who  would  be  thrown  out  of  employment  by  cutting  off  the 
drilling  of  wells. 

Q.  The  executive  board  of  the  Producers'  Protective  Association? — A.  Yes;  it 
was  the  executive  board  of  the  Producers'  Protective  Association  that  took  that 
action,  and  the  reason  for  doing  so  is  well  expressed  in  the  preamble  of  this  con- 
tract. I  will  read  that.  It  is  on  p  i^^e  69  of  that  same  book—  Committee  on  Manu- 
facturers, 1888: 

*' Whereas  there  has  accumulated,  in  past  years,  an  excessive  stock  of  crude 
petroleum,  which  is  deteriorating  in  (juality,  and  a  portion  of  which  each  year 
becomes  sediment,  valueless  for  any  purpose,  and  the  carrying  of  which  excessive 
stock  requires  the  expenditure  of  vast  sums  annually;  and  whereas  in  con^quence 
of  the  existence  of  said  stock  the  price  of  crude  petroleum  has  for  the  past  year 
been  largely  below  the  cost  at  which  the  same  was  produced;  now,  in  order,  as 
far  as  possible,  to  preserve  the  said  stock  from  further  waste  and  to  conserve  the 
public  interest  and  our  own,  this  agrt?ement  witnesseth:    ♦    ♦    ♦    " 

Then  the  producers  agreed  to  reduce  their  production  17,500  barrels  per  day, 
and  purchase  6,000,0()0  barrels  of  oil  from  the  Stan  lard  Oil  Company  at  6?  cents. 
They  were  to  give  the  profit  of  2,000,000  barrels  of  it  to  the  well  drillers  and 
pumpers  who  would  be  thrown  out  of  employment,  and  to  keep  the  profit  on 
4,000,000  barrels.  That  oil  was  sold  separately:  and  the  laboring  men  actually 
realized  about  $50,000  more  profit  for  their  share  than  the  producers  did  out  of  the 
4,000,000  barrels 

Q.  How  was  the  money  distributed?— A.  That  was  distributed  through  their 
organization,  the  Well  Drillers  Union.  They  were  allowed  $L  a  day  for  the  time 
they  were  unemployed  by  reason  of  this  movement. 

Q.  (By  Mr.  Jbnks.)  The  Standard  Oil  Company  was  itself  in  this  movement?— 
A.  The  Standard  Oil  Companv  put  up  a  million  barrels  and  the  independent  pro- 
ducers put  up  a  million  barrels  for  the  laborers. 

Q.  (By  Mr.  Phillips.)  Have  you  anything  else  to  say  in  regard  to  produc- 
tion?— A.  No;  I  have  not.    I  believe  that  if  there  had  been  fifty  concerns  engaged 


1  See  Mr.  PhUlips,  p.  604;  Mr.  Emery,  p.  666;  Mr.  Rogers,  pp.  681,  668,  680. 
*  See  pp.  277,  ^  Mr.  Boyle,  pp.  4S»-4I^,  4IX>-402;  Mr.  Archbold,  p.  64a 
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in  them&nafactnre  of  petroleam,  just  as  wide  markets  would  have  been  obtained, 
and  that  while  the  consumer  would  not  have  paid  any  more  for  his  oil.  the  pro- 
ducers would  have  realized  a  much  l3etter  price  and  would  have  had  a  handsome 
profit.    As  it  is,  I  think  they  have  not  made  any  profit.* 

Q.  (By  Representative  Livingston.)  Where  is  the  balance  of  that  money 
now? — A.  I  tiiink  the  Standard  Oil  Company  could  explain  that.  I  think  they 
have  realized  in  the  neighborhood  of  five  hundred  millions  in  profits  or  more. 

THE  PIPE  LINE  COMPANIES — CUSTOMS  OF  THE  BUSINESS. 

Q.  (By  Mr.  Jenks.)  WOl  you  explain  to  us  briefly  the  system  of  the  pipe-line 
service  and  the  use  that  the  producers  can  make  of  the  pipe  lines?  Tell  how  they 
give  a  ready  market. — A.  The  oil  is  gauged  by  gangers,  who  run  it  into  the  line 
for  the  oil  company  and  give  the  producer  a  ticket  showing  the  amount  of  oil 
that  is  run  in  that  day.  That  is  telegraphed  to  the  pipe-line  office,  and  they  keep 
books  showing  the  amoxmt  of  oil  due  each  producer.  Any  day  a  man  can  call  at 
the  pipe-line  office  and  sell  whatever  amount  of  oil  stands  on  the  books  to  his 
credit  at  the  price  that  the  pipe-line  company  fixes.  If  he  desires,  when  he 
gets  a  thousand  barrels,  he  can  take  out  a  certificate.  That  is,  a  certificate  saying 
that  he  is  entitled  to  1,000  barrels  of  crude  oil  from  such  and  such  a  line. 

Q.  (By  Mr.  North.)  That  certificate  is  negotiable?— A.  Yes.  It  can  be  sold  on 
the  open  market. 

Q.  (By  Mr.  Jenks.)  Then  it  practically  amounts  to  this,  that  any  producer  can 
every  day  receive  casn  for  what  he  has  put  in? — A.  Yes,  that  is  it:  and  it  is  true 
of  all  pipe  lines.  They  must  buy  whatever  is  offered  to  them;  not  by  law,  but  as 
a  custom  of  the  business.^ 

LIMITED  ACTIVITY   OF  THE  INDEPENDENTS  IN  FOREIGN  MARKETS. 

Q.  (By  Mr.  Kennedy.)  Have  the  independent  companies  followed  the  Standard 
into  the  Eastern  markets? — A.  Only  in  a  very  limited  way.  The  independents 
have  not  sold  oil  to  any  extent  in  India  or  China  or  South  America  or  Africa. 

Q.  The  Standard  Oil  Company  has  worked  up  the  markets  in  all  those  countries, 
has  it  not? — A.  They  do  sell  oil  in  all  those  countries,  yes.  That  is  so  far  away 
from  home  that  with  our  limited  amount  of  oil  it  would  be  unsafe  to  enter  into 
competition  with  them  there. 

OIL  EXCHANGES— NEW   YORK  AND  OIL  CITY. 

Q.  (By  Mr.  Farquhar.)  Do  you  care  to  say  anything  about  the  New  York  Oil 
Exchange?  A.  No;  £  think  not.  When  the  exchanges  were  in  existence  and 
doing  business,  the  Oil  City  Ebcchange  always  fixed  the  prices. 

EFFECT  OF  THE  STANDARD'S  ENTERING  THE  PRODUCING  FIELD. 

Q.  (By  Mr.  Phillips.)  What  effect,  if  any  upon  the  production  of  oil,  has 
been  produced  by  the  Standard's  having  entered  the  producing  field  in  recent 
years?— A.  On  production? 

Q.  On  producers  or  production. — A.  I  think  it  has  tended  to  reduce  the  price 
of  crude.  They  were  very  able  competitors,  and  they  could  go  into  very  deep 
fields  to  drill  by  means  of  their  money,  and  could  drill  very  deep  wells  and  help 
keep  the  production  high. 

Q.  Have  they  or  have  they  not  monopolized  a  large  amount  of  the  prospective 
oil  territory  under  lease?— A.  They  have  leased  it  in  very  large  blocks  in  West 
Virginia,  paying  an  annual  rental  and  holding  it  for  future  development. 

Q.  Has  that  in  any  material  way  prevented  producers  from  obtaining  leases? — 
A.  Undoubtedly,  to  whatever  extent  they  secured  the  territory  and  kept  others 
from  coming  into  it;  and  with  their  large  means  they  have  been  able  to  secure 
and  hold  very  extensive  blocks  of  territory. 

THE  STANDARD  PAYS  GOOD  WAGES,  BUT  NO  BETTER  THAN  THE  INDEPENDENTS  PAY. 

Q.  (By  Mr.  North.)  Are  you  familiar  with  the  course  of  wages  among  the 
workingmen  in  the  main?— A.  Yes. 

CJ.  Will  you  tell  the  commission  how  their  wages  compare  to-day  with  those 
prior  to  the  organization  of  the  Standard  Oil  Company?— A.  I  do  not  think  wages 
are  as  high  as  they  were  before  the  Standard  Oil  Company  began  business,  but  £ 
do  not  think  it  is  owing  to  that  fact.    It  was  a  new  industry,  and  in  a  new  indus- 

1  See  Mr.  Archbold,  p.  540.  *  Bee  Mr.  Boyle,  p.  424 
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try  of  that  kind  wages  are  always  high.  They  have  paid,  and  do  pay,  very  good 
wages. 

Q.  The  Standard  Oil  Company?— A.  Yes;  but  not  any  better  than  the  independ- 
ent producers  pay;  in  some  cases  not  so  good.  But  they— I  want  to  do  justice  to 
them  in  that  regard — I  think  do  pay  good  wages. 

Q.  (By  Mr.  Batchford.)  The  claim  has  been  made  by  the  Standard  Oil  Com- 
pany that  they  pay  the  highest  rate  of  wages  to  all  branches  of  labor  employed, 
mcluding  pipe-line  men,  traveling  salesmen,  etc.  Is  this  claim,  in  your  judgment, 
correct,  or  otherwise? — A.  I  think  they  pay  a  certain  class  of  men  in  their  employ 
very  high  wages.  To  men  that  are  looking  after  departments  of  their  business  i 
believe  they  pay  very  high  salaries.  To  ordinary  labor  I  think  they  pay  just  what 
the  independent  producers  pay,  and  others  engaged  in  the  same  industry. 

Q.  Traveling  salesmen?— A.  I  have  no  knowledge  on  that  subject. 

THE  STANDARD  OIL  COMPANY  MANUFACTURES  90  PER  CENT  OF  THE  OIL. 

Q.  (By  Mr.  A.  L.  Harris.)  Can  you  furnish  this  commission  with  a  list  of  the 
independent  refineries  now  doing  business?— A.  Yes. 

With  the  amount  of  output,  substantiaUy? — A.  Substantially. 
Ton  have  not  that  amount?— A.  No. 

Can  you  furnish  the  commission  with  the  list  of  refineries  now  operating 
eit&er  by  or  with  the  Standard  Oil  (company?— A.  No;  I  could  not  do  that. 

Q.  What  changes  have  been  made  since  April,  1888,  as  defined  on  page  850  of  the 
book  from  which  you  have  quoted?— A.  You  mean  what  refineries  have  gone  over 
to  the  Standard? 

Q.  Yes.— A.  I  think  that  they  control  90  per  cent.  They  manufacture  90  per 
cent  of  M  the  crude  oil  manufactured  in  the  United  States.  *  If  they  do  that,  there 
is  only  10  per  cent  left  for  others;  and  controlling  90  per  cent,  they  can  absolutely 
control  the  price.  They  are  able  to  sell  at  a  loss  until  they  hare  driven  their  com- 
petitors out  of  the  business;  they  have  done  that  repeatedly. 

A  COMBINE  IS  HARDER  TO  DEAL  WITH  THAN  AN  INDIVIDUAL. 

Q.  ( By  Mr.  Livingston . )  Suppose  there  was  no  Standard  Oil  Company.  Suppose 
that  I,  as  an  individual,  manufactured  90  per  cent  of  all  the  crude  oil  produceld  in 
the  United  States.  Would  not  I,  as  an  individual,  just  as  emphatically  control 
the  price  as  the  Standard  Oil  Company  now  does?— A.  Yes ;  undoubtedly. 

Q.  The  trouble  is  not  so  much  that  the  Standard  Oil  Company  are  a  combine, 
but  rather  that  they  manufacture  the  crude  oil.  Does  not  the  simple  fact  that 
they  manufacture  90  per  cent,  whether  they  are  in  a  combine  or  out  of  a  combine, 
give  them  the  absolute  power  to  fix  the  price?— A.  Yes ;  but  I  think  that  I  would 
rather  compete  against  an  individual  owning  90  per  cent  than  against  a  trust 
owning  90  per  cent,  for  the  reason  that  when  the  trust  does  anything  wrong  there 
is  always  some  other  wicked  person  that  does  it,  and  not  the  person  who  is  caught. 
If  you  were  doing  it  you  would  have  to  be  responsible  individually  for  whatever 
was  done.  But  in  a  large  combination  of  that  kind  you  never  can  reach  the  per- 
son that  does  the  wicked  thing— it  is  always  somebody  else. 

THE  STANDARD  OIL  COMPANY  A  MONOPOLY  IN   RESTRAINT   OF  TRADE. 

Q.  (By  Mr.  North.)  Do  you  regard  the  production  of  90  per  cent  of  refined  oil 
as  constituting  a  practical  monopoly  of  that  industry? — ^A.  Certainly. 

Q.  Then  you  think  the  Standard  Oil  Company  is  a  monopoly  in  restraint  of 
trade? — A.  I  do,  undoubtedly, 

Q.  And  that  it  exists  in  defiance  of  the  laws  of  the  United  States?- A.  Yes. 

PRICES  PAID  BY  THE  STANDARD  OIL  COMPANY  AND  BY  THE  INDEPENDENTS. 

Q.  (By  Mr.  A.  L.  Harris.)  Yon  stated  that  after  1895  the  Standard  Oil  Com- 
pany  ran  down  their  price.  I  desire  now  to  know  whether  the  index>endent  com- 
panies made  any  effort  to  increase  the  price  fi.xed  by  the  Standard  Oil  Ck)mpany?— 
A.  The  companies  with  which  I  am  connected  have  at  times  paid  from  1  cent  to 
9  cents  a  barrel  more  than  the  Standard  Oil  Company  was  paying ;  at  times  they 
have  paid  the  same  price.  They  never  paid  less«  except  that  once  oy  accident,  for 
half  a  day,  we  paid  naif  a  cent  less,  I  think.^ 

Q.  Did  that  have  any  effect  on  .the  price  offered  by  the  Standard  Oil  Company? — 
A.  I  question  it.    We  nad  a  better  price ;  I  do  not  know  what  brought  it  about. 

Q.  If  it  made  no  impression  on  the  price  they  offered,  it  is  very  good  evidence 
that  they  control  the  price  of  crude  oil?— A.  They  would  hold  their  price  at  a  fixed 
point,  no  matter  what  we  paid. 

>  Compare  Mr.  Archbold,  p.  660.  ^  See  Mr.  Boyle,  pp.  442, 444;  Mr.  PhilllpB.  pp.  GOB,  600. 
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RAILROAD  DISCRIMINATIONS. 

Q.  (By  Mr.  Farqithar.)  Ton  said  that  the  Standard  Oil  Company'  had  been 
able  to  secnre  discriminating  rates  from  railroads  for  the  transportation  of  their 
products.  Can  yon  state  to  the  commission  any  cases  in  which  it  has  been  proved 
m  open  court,  or  before  the  Interstate  Commerce  Commission,  that  they  did  receive 
discriminating  rates  from  railroads?— A.  Yee;  in  the  case  of  a  bill  in  equity  filed 
in  the  supreme  court  of  Pennsylvania,  on  page  191  of  the  report  of  the  Commit- 
tee on  Manufactures,  1888,'  yon  will  find  the  testimony  of  Mr.  Cassatt.  that  they 
had  received  80  cents  a  barrel  from  the  Pennsylvania  Railroad. 

Q.  Was  this  a  sporadic  case,  or  was  it  general? — A.  It  continued  until  the 
Standard  wiped  out  M  the  refiners  between  Titusville  and  Pittsburg  at  that  time. 
At  that  time? — A.  Yes. 
How  long  did  that  last? — A.  It  lasted  probably  about  a  year. 

^  Would  you  say  now  that  they  still  receive  a  discriminating  rate  from  the 
roads? — A.  That  I  have  no  proof  of ;  but  I  was  attorney  in  a  case  brought  against 
the  Pennsvlvania  Railroad  by  Logan,  Emery  and  Weaver,  when  the  general  freight 
agent  of  the  road  said  there  nad  been  no  discrimination :  the  president  of  the  road 
said  the  same,  and  a  number  of  their  chief  officers ;  but  when  we  subpoenaed  their 
au^tors,  they  came  and  testified  that  there  had  been  discriminations.  Those  dis- 
criminationB  ran  from  3  cents  a  barrel  up  to  28  cents  a  barrel.  The  amount  of 
them  in  one  year,  as  against  Logan,  Emery  and  Weaver,  was  something  over 
^,000.  They  were  testified  toby  both  auditors,  and  the  auditors'  statements  were 
brought  in  showing  the  exact  amount.' 

Q.  (By  Mr.  Jenks.)  When  was  this?— A.  My  recollection  is  that  the  suit  was 
tried  in  1889  or  1800.  They  compromised  the  suit  and  paid  $30,000  for  these 
discriminations. 

Q.  (By  Mr.  Farquhar.)  Do  your  independent  companies  own  tank  cars  ?— A. 
Yes;  the  independent  refiners  own  tank  cars.  The  Producers'  Oil  Company, 
Limited,  own  48. 

Q.  Has  there  been  any  discrimination  on  the  part  of  railroads  in  hauling  these 
cars? — A.  Yes. 

Q.  As  between  the  independents  and  the  Standard  ?— A.  Yes. 

Q.  State  as  explicitly  as  you  can  where  it  has  occurred  and  when. — A.  It  has 
occurred  on  nearly  all  the  roads,  and  those  questions  are  in  litigation.  The  Inter- 
state Commerce  Commission  assessed  against  the  Pennsylvania  and  other  roads 
a  sum  equal  to  $86,000.  Suits  brought  by  the  independent  refiners  against  the 
railroads,  for  the  recovery  of  that  money,  are  now  i)ending  in  the  circuit  court 
at  Pittsburg.' 

Q.  You  spoke  some  time  ago  about  the  rebate.  Will  you  state  the  average  price 
of  uie  oil  when  the  80-cent  rebate  was  given? — A.  It  fluctuated,  of  course ;  but  it 
it  was  from  $1.50  to  $2.50  a  barrel. 

Q.  (By  Mr.  A.  L.  Harris.)  What  was  the  character  of  the  rebates  at  the  time 
you  speak  of  in  the  Pennsylvania  oil  district?  What  I  mean  is  this:  What  was 
the  amount  of  the  rebate,  and  whom  did  that  rebate  go  to  in  that  district?— A. 
That  rebate  was  in  the  shape  of  checks,  I  suppose,  or  cash,  and  it  has  been  esti- 
mated to  have  amounted  to  ten  millions  of  dollars.  It  went  to  the  Standard  Oil 
Company  chiefly,  I  suppose.    I  do  not  know  how  it  was  divided. 

Q.  (By  Mr.  raiLLiPS.)  Is  it  or  is  it  not  in  the  testimony  of  Mr.  Cassatt— was  it 
not  given,  and  the  length  of  time,  with  the  receipts  of  amounts?— A.  It  is  in  tes- 
timony on  pages  242  and  243  of  the  work  on  trusts.  - 

Q.  Canyon  give  the  commission  the  exact  amount  in  dollars? — A.  It  is  esti- 
mated to  be,  from  October  17, 1877,  to  March  31,  1879,  $10,155,218.* 

Q.  For  how  many  months?— A.  From  October  17,  1877,  to  March  31, 1879;  a 
year  and  five  months. 

Q.  (By  Mr.  A.  L.  Harris.)  Was  it  paid  to  the  railroad  and  then  -p&ld  back  to 
the  Standard  Oil  Company? — A.  The  independent  shipper  would  ship  his  oil  and 
pay  the  open  rate— we  will  say,  $1.80;  ana  80  cents  of  this  freight  that  he  pnid 
was  handed  over  to  the  Standard  Oil  Company.  They  got  the  rebate  not  only  on 
the  oil  they  shipped,  but  on  the  oil  he  shipped.  No  one  could  stand  that.  I  do 
not  say  that  80  cents  is  the  amount,  but  they  did  that  in  some  instances. 

Q.  (By  Mr.  Jbnks.)  Governor  Harris  has  asked  yon  if  you  could  furnish  a  list 
of  the  refineries  that  are  in  your  companv.  Would  you  be  willing  to  add  to  the 
list  of  those  establishments  also  the  capital  stock  of  each  one  and  the  market 
value  of  it  before  it  came  in  ?    Do  you  think  you  could  get  it  ?— A.  Yes. 

Q.  I  presume  it  may  be  a  matter  of  record — and  the  capital  in  case  any  fimis 

^  Hoiue  Reports,  Fiftieth  Ck>ngTe88,  first  seflsion.  vol.  9.    See  the  text. 

*  See  p.  SaS;  also  Mr.  Archhold,  p.  516;  Mr.  Westgate,  pp.  379,380. 

•  Oompare  Mr.  Archbold,  p.  614;  Mr.  Emery,  pp.  660,  Wll. 
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came  in  that  were  not  corporations.  Were  any  of  them  bonded  ? — A.  I  think  they 
were  principally  out  of  debt. 

Q.  »o  that  there  would  be  no  bonds  to  put  into  a  list  of  that  kind.  Did  any  of 
them  have  preferred  stock  as  well  as  common  stock?— A.  I  think  not ;  not  any  of 
the  refining  companies. 

Q.  Would  you  be  willing  to  giye  the  details  in  reference  to  their  stock  ?— A.  I 
think  they  would  be  entirely  willing  to  submit  them  to  the  commission. 

Q.  You  will  be  kind  enough  to  add  that  to  the  list?— A.  Yes. 

Q.  You  said  this  morniuR  that  you  knew  of  a  number  of  refineries  that  had 
been  purchased  by  the  Standard  and  dismantled? — A.  Yes. 

Q.  Can  you  give  us  a  list  of  those  ? 

REASONS  FOR  DISMANTUNa  REFINERIES. 

Q.  (ByMr.FARQUHAR.)  Whatare theusualreasonsfor dismantling aplant?— A. 
Those  plants  were  under  contract  with  the  Producers  and  Refiners*  Oil  Company, 
Limited,  to  take  oil  from  them.  I  can  conceive  two  reasons  for  dismantling 
them:  First,  to  prevent  them  from  being  in  the  trade  as  competitors:  pecond,  to 
injure  the  Producers  and  Refiners'  Oil  Company,  Limited.  The  Standard  declined 
to  sell  any  of  the  material  to  the  other  independent  refineries.  They  paid  large 
prices  for  them  and  wasted  the  material ;  at  least,  they  dismantled  tnem,  and 
refused  to  sell  them  to  other  independent  refineries. ' 

Q.  When  the  commission  hears  representatives  of  the  Standard  Oil  Company, 
that  question  of  the  commercial  and  legitimate  reasons  for  dismantling  may 
come  before  us.  I  should  like  your  position  on  it. — A.  I  think  it  was  done  to 
take  them  out  of  competition,  and  to  mjure  the  only  competitor  that  was  in  that 
field.  I  know  of  no  other  reason.  They  were  good  plants,  well  located.  There 
would  certainly  be  no  reason  for  paying  a  high  price  for  a  plant  and  merely  tearing 
it  down,  unless  there  was  some  aesign  of  that  kind. 

ONLY  A  MODERATE  RISE  OF  PRICE  WHEN  PRODUCTION  OF  CRUDE  OIL  WAS  LnUTBD. 

Q.  (By  Mr.  LrviNOSTON.)  Seventy-five  per  cent  of  this  oil  is  produced  by  inde- 
pendent oil  companies  outside  of  the  Standard  Oil  Company.  If  they  could  by 
consent  and  agreement  reduce  the  production  of  oil  one-half,  what  enect  would 
that  have  on  the  independent  companies?  Would  it  largely  increase  the  price  of 
crude  oil?— A.  They  did  enter  into  an  agreement  to  reduce  the  production  17,500 
barrels  a  day,  and  it  did  not  largely  increase  the  price  of  crude,  though  it  reduced 
the  stock  from  31,000,000  to  9,000,000.* 

Q.  It  did  not? — A.  It  did  not;  it  increased  it  to  some  extent,  but  not  to  the 
anticipated  extent. 

DISADVANTAGES  TO  EKPLOTEBS  OF  HAVINQ  ONLY  ONE  POSSIBLE  EMPLOYER.' 

Q.  (By  Mr.  Phillips.)  Have  you  any  further  remarks  to  make  or  information 
to  give  in  regard  to  the  effect  on  labor? 

Q.  (By  Representative  Livingston.)  Do  you  mean  to  say  that  it  is  lessening 
the  price  of  labor?  Is  that  the  idea? — A.  I  am  not  speaking  so  much  of  what  has 
been  done  by  trusts,  but  my  opinion  is  this:  That  when  all  the  people  that  are 
skilled  in  any  branch  of  industry  come  to  be  employed  by  a  single  concern,  and 
there  is  nowhere  else  to  go  to  seek  that  kind  of  employment,  they  are  largely 
under  the  control  of  that  one  institution,  both  as  to  their  wages  and  as  to  every- 
thing else,  and  that  such  a  condition  is  hurtful  to  labor,  because  there  is  no  com- 
petition then  for  labor  in  that  given  line.  Suppose  all  the  men  that  are  skilled  in 
refining,  for  instance,  are  employed  by  one  institution,  and  a  man  is  discharged 
by  that  institution  for  some  fanciful  reason;  there  is  nowhere  for  him  to  go  to 
get  employment.  Now,  I  think  that  is  a  positive  injury  to  labor.  If  fifty  con- 
cerns were  in  the  business,  when  a  man  ceased  for  any  reason  to  be  employed  by 
one,  he  could  go  to  another.  If  there  is  only  the  one  employer,  that  man  is  driven 
out  of  that  industry  altogether,  and  must  seek  something  new.  He  can  not  be  as 
profitable  either  to  himself  or  to  the  public  in  any  new  capacity  as  he  would  be  in 
a  capacity  in  which  he  is  highly  skilled.  Maybe  he  has  attained  such  an  age  tiiat 
he  can  not  go  into  any  new  business;  then  that  man's  labor  is  lost  to  the  world. 
I  know  of  instances  where  a  trust  has  discharged  a  man  because  he  had  had 
some  difficulty  with,  we  will  say,  the  general  manager  of  a  particular  plant,  and 
the  manager  immediately  rei>orted  that  man  to  all  the  other  institutions  and  said, 
'*  This  man  is  not  to  receive  employment."  For  a  year — ^in  the  case  I  have  in 
mind;  I  do  not  care  to  give  names — he  was  out  of  employment  and  could  not  get 
it.    That  was  his  business;  he  knew  it;  he  had  been  in  the  business  for  ten  years; 


1  See  Mr.  Archbold,  p.  572;  Mr.  Westgate, p.  870.        *  See  pp.  277, 280, 284 ;  alao  Mr.  Archbold,  p.  54a 
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and  he  coiild  not  get  employment  in  any  other  instltntion  connected  with  that 
trost.  Now,  I  think  that  all  those  qneetiona  come  in:  and  that  the  trust  is  always 
hnrtfol  to  labor  because,  jnst  as  it  cx)ntrol8  the  price  of  the  crude  product,  it  will 
absolutely  control  the  labor  in  that  given  industry.  Suppose  you  have  a  trust 
with  regard  to  all  industries:  then  there  is  no  place  for  a  man  to  go.  If  he  is 
thrown  out  of  employment,  where  will  he  go  to  get  work?  Every  man  ought  to 
be  able  in  this  country,  rich  as  it  is,  to  have  a  chance  for  employment.  So  I  think 
that  in  that  way  it  anects  labor.  There  is  another  way.  Under  these  conditions 
men  are  made  subservient;  their  manhood  is  to  some  extent  destroyed.  They  are 
not  the  B€une  independent  class  of  Americans  that  they  would  be  if  they  felt  that, 
if  they  were  dischar^^  by  this  employer,  they  could  go  to  some  other  and  get 
employment.  It  belittles  men  and  injures  them  in  every  way.  Therefore,  I 
think  the  trusts  are  hurtful  to  labor. 

LABOK  OROANUULTIONS.      THE  STANDARD  OIL  COMPANY  AND  ITS  HEN. 

Q.  (By  Mr.  Kennedy.  )  Do  you  believe  that  combinations  such  as  you  have  been 
taUang  about  make  the  organization  of  labor  more  logical  and  necessary  to  the 
welfare  of  the  working  men? — A.  If  they  do  not  organize  and  keep  organized  I 
do  not  know  what  will  become  of  them. 

O.  (By  Representative  Otjbn.)  Are  the  men  employed  in  the  oil  industry  gen- 
erally or^^anized  ?— A.  There  is  an  organization  known  as  the  Producers'  Protective 
Association,^  organized  for  tho  purx>ose  of  protection.  They  have  not  had  any 
meetings  in  recent  vears  because  they  have  been  devoting  their  time  to  the  busi- 
ness part  of  the  defense  of  their  industry.  They  have  not  had  any  time  to  look 
after  anything  else. 

Q.  (By  Mr.  North.  )  Are  the  employees  of  the  Standard  Oil  Comx)any  organized 
into  a  trade  union? — A.  I  do  not  know.  I  want  to  say  for  the  employees  of  the 
Standard  Oil  Company  that,  as  far  as  I  know  them,  they  are  competent,  polite, 
and  a  good  class  of  men.  So  far  as  the  producers  are  concerned,  they  have  no 
fault  to  find  with  the  class  of  men  they  employ  to  do  their  business.  They  are 
really  good  men.    They  have  to  emplov  that  class  of  men. 

Q.  (By  Mr.  Kennedy.)  Is  it  a  fact  that  the  Standard  Oil  (k^mpany's  employees 
are  comparatively  well  paid  and  well  treated,  and  are  always  loyal  to  the  Standard 
Oil  Company? — A.  I  know  nothing  about  the  question  of  loyalty.  We  have  never 
attempted  to  inquire  into  that,  but  I  think  they  are  reasonably  well  i)aid. 

power  of  trusts  over  their  men.    they  hate  paid  fair  wages  thus  far. 

Q.  (By  Mr.  Batohford.)  It  is  claimed  by  a  great  many  laboring  men  and 
labor  organizations  that  a  trust  which  controls  a  number  of  establishments,  by 
reason  of  that  large  control  of  industrv,  is  able  to  close  down  one  or  more  of 
them  in  order  to  reduce  wages  or  to  lengthen  the  hours  of  labor  or  to  bring 
about  some  undesirable  condition  for  the  working  people,  and  at  the  same  time 
suffer  no  loss  in  their  product,  because  they  can  transfer  their  business  to  some 
other  establishment  for  the  time  being.  What  is  your  opinion  on  that  pha^e  of 
the  question? — A.  1  should  think  that  would  be  true,  for  the  reason  that  if  they 
have  a  complete  monopoly  of  the  business,  it  does  not  make  any  difference  what 
their  output  is.  They  can  close  half  their  establishments,  and  put  out  half  the 
product,  and  double  the  price  on  it.  They  can  put  the  price  where  they  please ; 
their  is  no  power  to  control  them  anywhere. 

(^.  Have  you  any  recollection  of  any  instances  in  which  that  took  place,  or  in 
which  there  is  reason  to  l)elieve  that  it  was  ^the  cause  of  the  trouble? — A.  No,  I 
do  not  recollect  anv  at  present.  Trusts  have  not  been  long  in  existence,  except  in 
a  few  instances.  It  was  necessary  for  these  trusts  to  have  the  good  will  of  their 
employees :  and  they  have  paid  them  fairly  good  wages  and  have  not  been  in 
trouble  with  their  labor. 

Q.  It  is  claimed  by  the  friends  of  trusts  pretty  generally  that  they  treat  their 
workmen  better,  i>ay  them  higher  wages,  and  grant  more  agreeable  conditions 
generally  than  do  individual  employers  or  smaller  companies.  What  is  the  truth 
about  that? — ^A.  I  think  there  is  nothing  in  that. 

Q.  Qenerally  speaking? — A.  Taking  them  all  into  consideration,  I  do  not  believe 
that  is  true. 

STABILITY  OF  EMPLOYMENT. 

Q.  ^Bv  Mr.  Farquhar.)  Does  a  trust  usually  give  more  stable  employment 
thim  Inaividuals  and  smsdler  corporation8?~A.  I  think  that  the  length  of  the 
period  that  they  have  been  in  existence  has  not  been  long  enough  to  determine 

>  Sm  Hr.  Boyl«,  pp.428,420,441-4IS,i4»;  Mr.  Pkillips,  p.M9,lMtt*». 
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that  question.  A  great  many  individnals  and  companies  have  had  employees  for 
ten  to  fifteen  and  twenty  and  thirty  years.  The  trusts  have  not  been  in  existence 
so  long  as  that. 

Q.  Is  it  not  nsnal  among  the  employees  of  the  Standard  to  say,  "As  long  as  yon 
behave  yourself  and  attend  to  year  bosiness  you  will  stay?"  Is  not  that  always 
the  indacement  held  out  to  foremen  and  others  in  the  Standard  to  keep  their 
men?— A.  Oh,  they  follow  the  business  rule.  When  the  exigencies  of  the  business 
require  it,  they  cut  their  employees  without  giving  much  reason  for  it,  I  do  not 
know  that  they  do  that  very  thing;  I  do  not  charge  them  with  that. 

TRUSTS  DISPLACE  LABOR. 

Q.  (By  Mr.  C.  J.  Harris.  )  When  they  dismantle  a  factory,  what  becomes  of  the 
men  that  have  worked  there?— A.  They  find  some  other  employment  if  they  can. 

Q.  (By  Mr.  Ratchford.)  To  what  extent,  if  any,  does  the  operation  of  the 
trust  displace  men — traveling  salesmen,  foremen,  or  superintendents;  labor  of 
any  kind?— A.  I  think  it  very  largely  displaces  labor,  but  I  do  not  know  that  it 
decreases  the  cost,  because  I  think  they  add  to  the  salaries  of  men  that  are  in 
charge.  They  pay  very  high  salaries  to  leading  men.  I  think  that  the  liberal 
payments,  instead  of  being  given  to  a  number  of  men,  are  given  to  one  or  two, 
and  they  cut  the  laboring  forces.  I  think  it  would  do  away  with  a  great  many 
traveling  men,  because  me  trust  can  fix  their  own  price,  and  people  must  come 
and  pav  it. 

Q.  You  seem  to  be  pretty  positive  that  labor  is  displaced  in  the  operation  of  a 
trust?— A.  I  have  not  a  bit  of  doubt  of  it. 

Q.  (By  Representative  Livingston.)  Has  the  Standard  Oil  Company  done  any 
reducmg  of  tne  wases  of  their  employees  in  years  gone  by  ?— A.  They  did,  during 
the  depressed  period,  reduce  wages. 

Q.  During  what  period?— A.  During  the  panic  of  1893,  and  subsequent  to  that. 
Probably  not  more  than  others ;  I  do  not  know  about  that. 

THE  INDEPENDENT  REFINERIES  ARE  INDEPENDENT. 

Q.  (By  Mr.  Jenes.)  Do  the  four  different  companies  of  your  organization  work 
together  in  harmony? — A.  Yes. 

Q.  Have  you  been  able  in  your  organization,  since  you  came  together  and  are 
working  in  harmony,  to  dispense  with  the  labor  or  services  of  many  of  your 
higher  priced  men,  your  traveling  men,  and  so  on? — A.  We  never  have  employed 
any  traveling  men  in  this  country.  The  refineries  are  all  independent;  they  are 
not  at  all  connected  with  our  companies.  Each  refinery  is  an  entirely  independent 
concern.  They  simply  buy  oil  from  ur,  and  we  buy  oil  from  them,  just  as  we 
would  buy  it  from  anybody  else. 

Q.  ^By  Mr.  Phillips.)  Do  they  own  stock  in  these  pipe  lines? — A.  They  own 
stock  m  the  various  pipe  lines,  and  also  in  the  Pure  Oil  (Company.  While  they 
own  stock,  they  own  their  refineries  independently.  There  are  the  Independent, 
the  Penn,  the  Continental,  the  Germania,  the  Crystal,  the  America,  the  Emery 
Manufacturing  Company,  the  C>>lumbia,  and  the  A.  L.  Confer  ;  they  all  own  their 
plants.  Sometimes  two  or  three  persons  own  one.  In  the  Independent 
Refining  Company,  I  think,  there  are  onlv  three  x>sr8on8  ;  in  the  Continental  I 
think  there  are  but  two.  There  are  several  others  owned  by  one  or  two  persons, 
and  they  are  all  independent.' 

RELATIONS  OF  THE  REFINERIES  TO  THE  INDEPENDENT  COMPANIES. 

Q.  (Bv  Mr.  C.  J.  Harris.)  Tour  companies  do  not  pretend  to  be  a  trust,  do 
they? — A.  Oh,  no ;  we  are  trying  to  keep  away  from  trusts  as  far  as  we  can. 

Q.  (Bv  Representative  Livingston.  )  if  I  understand,  each  of  these  independent 
companies  owns  stock  in  the  general  company  ? — A.  Tes :  in  the  United  States 
Pipe  Line  Company,  and  also  in  the  Producers  and  Refiners'  Oil  Company, 
Limited. 

Q.  And  you  view  that  pipe  line  as  the  agent  of  thoseother  companies?- A.  No; 
as  an  independent  company  in  which  various  persons  own  stock.  The  companies 
stand  each  on  its  own  footing  as  to  dividends. 

Q.  Who  pays  the  incidental  expenses  of  this  independent  pipe  line  ? — A.  The 
company  itself.  It  charges  15  cents  for  local  pipage  to  the  refiners.  They  have  15 
cents  pipa«e  to  pay  the  expenses,  and  if  anything  is  left,  that  is  the  profit. 

(^.  (By  MX,  Phillips.)  Was  there  or  was  there  not  a  movement  on  foot  to 
unite  the  various  pii)e-line  companies  and  the  refineries  ?— A.  There  have  been  sug- 

>  See  pp.  lS70,27i;  alao  Mr.  Emery,  p.  656. 
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gestions  of  tbat  kind.  It  has  been  thought  that  we  should  be  stronger  if  we  were 
united  into  one  organization. 

Q.  (By  Representative  Livinoston.)  You  charge  15  cents  for  piping,  and  out  of 
that  you  pay  all  your  current  expenses?— A.  Tes. 

Q.  Ton  have  a  monopoly  on  that ;  you  are  a  kind  of  a  trust,  are  you  not?— A. 
No:  the  Standard  is  competing  with  us  in  the  fields  we  are  in ;  they  rob  us  of  that 
feature,  I  should  think.  Ten  per  cent  could  hardly  be  claimed  to  oe  a  monoi>oly, 
and  we  are  not  10  per  cent  even :  we  are  about  5. 

Q.  (By  Mr.  Phillips.)  If  these  various  companies  became  united,  should  you  be 
willing,  as  an  officer  in  each  one  of  the  four,  to  submit  to  thorough  inspection  of 
the  books  and  accounts,  and  the  profits  that  such  an  organization  might  make? 
A.  We  should  be  very  glad  if  the  Government  would  in8X)ect  us  and  ever3rbody  else ; 
we  should  be  glad  to  suffer  an  inspection  in  order  to  have  some  other  people 
inspected. 

SOME  RBFINEIUES  HAVE  AGENCIES.      THE    MOST  OF  THEIR  OIL  IS  SOLD    THROUGH 

MERCHANTS. 

Q.  (By  Mr.  Farquhar.)  How  do  these  independent  companies  put  their  burn- 
ing and  lubricating  oils  on  the  American  market?— A.  Each  refining  company 
markets  its  own  oil.  They  get  orders,  and  some  of  them  have  stations.  For 
instance,  one  company  I  know  has  a  station  at  Rock  Island,  HI.,  and  one  in  Chi- 
cago ;  and  throuj^h  these  stations  it  markets  almost  all  its  refined  product. 

Q.  Have  these  independent  companiea  permanent  agencies  for  the  sale  of  their 
oil? — A.  Some  of  them. 

Q.  Or  do  they  drum  for  their  custom  ? — A.  Some  of  them  have  permanent  agents 
in  certain  places,  shipping  the  oil  to  them  and  having  facilities  £>r  storing  it. 

Q.  Do  you  know  whether  the  greater  part  of  their  product  is  put  into  the  field 
through  their  own  agents  or  through  other  oil  houses  in  those  cities  ?— A.  I  pre- 
sume that  the  greater  part  of  their  product  that  is  marketed  in  the  United  States 
is  sold  through  merchimts  or  others  who  are  in  the  business. 

QUALITY  OP  THE  PRODUCTS  OP  THE  STANDARD  OIL  COMPANY  AND  OP  THE 

INDEPENDENTS. 

Q.  That  being  the  case,  the  Standard  Oil  Company  and  your  independent  com- 
panies come  into  open  competition  there  for  the  market?— A.  Certainly. 

Q.  Do  you  know  of  any  better  qualification  for  the  sale  of  oil,  independent  of 
monopoly,  than  the  quality  of  the  oil  and  the  prices  ?— A.  The  quality  undoubtedly 
should  affect  the  price. 

Q.  The  Standard  Oil  Company,  coming  in  with  a  better  quality  of  oil  and  sell- 
ing at  an  eaual  price  with  the  other,  would  limit  the  field?— A.  If  they  made  a 
better  quality  of  oil. 

Q.  I  say,  presuming  that  they  do ;  I  made  the  question  in  that  way.— A.  Well, 
they  do  not. 

Q.  Is  it  not  a  fact  that  no  company,  whether  a  monopoly  or  not,  can  hold  the 
American  market  unless  it  sells  a  better  oil  at  an  equal  price?— A.  No ;  I  should 
not  say  that  would  be  true,  absolutely. 

RAILROAD  FAVORITISM. 

Q.  You  said  this  morning^  that  some  of  the  railroads  have  taken  the  bu3dng  of 
lubricating  oil  out  of  the  hands  of  the  purchasing  agents,  and  that  the  oil  is 
bought  by  one  of  the  officers— the  vice-president  or  the  president  of  the  road.  Is 
it  not  a  fact  that  in  the  economy  of  the  equipment  of  the  railroad,  if  you  ran  a 
poor  lubricating  oil  you  would  lose  by  it  more  than  thelittie  cent  or  two  that  you 
might  save  on  the  gallon  ?— A.  Undoubtedly. 

Q.  Would  it  not  ultimately  ruin  the  machinery  and  ruin  the  road?— A  Yes. 

Q.  Without  any  favoritism  question  to  speak  of  in  the  selling  between  these 
people?— A.  I  would  not  say  that. 

Q.^  Do  you  not  think  that  years  ago,  while  favoritism  did  prevail  in  purchasing 
lulnricating  and  burning  oils  on  railroads  and  among  large  consumers,  there  was 
a  favoritism  and  a  large  one,  and  that  now  the  economy  of  railroads  is  such  that 
even  in  their  stationery  and  printing,  where  management  used  to  be  left  with 
local  agents  and  division  superintendents,  it  is  now  concentrated  in  one  head  or 
function  in  the  management  of  the  road  ?  Isn't  it  the  same  with  the  purchase  of 
oil  ? — A.  No ;  I  think  oil  is  made  an  exception. 

Q.  You  do?— A.  Yes. 

>  See  p.  268. 
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Q.  Can  yon  denv  that  while  temporarily  the  advantage  might  be  given,  for  per- 
eonal  reasons,  to  the  men  who  canvass,  or  to  tiie  company  that  offers  to  sell  the 
oil,  in  the  coarse  of  a  year  or  two,  the  best  product  will  stick — that  is,  at  an  eqnal 
price  with  any  other? — A.  That  wonld  be  trne  if  they  were  looking  solely  to  the 
mterest  of  the  road ;  bnt  if  they  had  some  ulterior  purpose  in  purchasing,  it  would 
not  be  true. 

Q.  I  am  discussing  the  purely  business  proposition.— A.  As  a  purely  business 
proposition  that  would  be  true ;  and  if  a  man  was  doing  it  for  himself,  it  would 
he  fidl  right. 

Q.  So  there  is  no  monopoly  that  can  be  held  in  any  product,  in  the  (Jnited 
States  or  anywhere  else,  as  long  as  you  put  the  product  or  article  on  the  market 
at  an  equal  price? — A.  I  do  not  think  that  is  true. 

Q.  Why  is  it  here,  in  textiles  and  things  of  that  kind  that  this  country  pro- 
duces, that  the  product  is  the  finest?  And  will  they  not  hold  the  market  for  years 
against  all  other  producers?— A.  That  may  be  true.  It  ought  to  be  true  always, 
but  I  am  afraid  it  is  not. 

Q.  (By  Representative  LivmosTON.)  Do  you  sell  your  oil  in  States  where  they 
have  an  oil  inspector? — A.  Tee. 

O.  You  have  no  trouble  with  the  laws  of  Georgia?  They  have  an  inspector, 
and  you  sell  yonr  oils  there  without  let  or  hindrance? — ^A.  Tes. 

Q.  Does  the  Standard?— A.  Tes. 

Q.  They  are  supposed  to  stand  the  same  test?— A.  All  have  to.  I  think  that  with 
the  genexal  public  they  are  on  an  equal  footing.  So  they  are  to  a  lar^  consumer 
that  is  purchasing  for  himself ;  but  in  the  case  of  an  officer  of  a  railroad,  there 
may  be  some  reason  why  he  wants — 

To  shut  out?— A.  To  shut  out  competitors  in  favor  of  them. 
But  that  is  a  good  business  reason,  isn*t  it?— A.  Not  always,  I  am  afraid. 
Usually?— A.  I  do  not  think  it  is  usually. 

Would  yon  not  try  to  gain  the  European  market,  to  shut  them  out  of  it  by 
putting  down  the  prices  in  Europe? — A.  I  think  they  could  purchase  just  as  good 
oil  for  one-half  the  price  they  are  paying.  If  that  is  the  case,  your  argument 
would  not  hold. 

FREIGHT  RBBATSS, 


3: 


Q.  In  reaching  the  market— I  use  the  State  of  Gheorgla  as  a  mere  illustration— 
in  reaching  the  market  of  G^eor^a,  what  advantages  are  granted  to  the  Standard 
Oil  Company  over  yonr  companies?    Any?— A.  Yes,  we  wink  so. 
In  the  way  of  rebates?— A.  We  think  so. 

Have  you  established  that?— A.  It  has  been  established  in  a  number  of 
cases;  yes. 

Q.  Brought  to  your  attention?— A.  In  Georgia?  No,  sir. 

Q.  Well,  I  only  used  that  as  an  illustration.  Has  it  been  brought  to  the  atten- 
tion of  the  Interstate  Commerce  Commission  ?— A.  Oh,  yes;  and  they  haveassessed 
damages  for  that  freight  discrimination. 

Q.  They  have  collected  it  ?— A.  It  is  in  process  of  oollection  now ;  they  are  still 
fighting.* 

Q.  (By  Mr.  Farquhar.)  I  think  the  commission  would  be  much  obliged  if  you 
would  furnish  it  with  the  names  of  these  cases  that  have  come  into  court,  whers 
there  was  sworn  evidonce  to  sustain  these  aUegations,  where  they  occurred,  the 
defense  made,  and  whether  cases  are  now  in  process  of  litigation. — A.  I  will  do 
that. 

NONE  OF  THE  PRINCIPAL  RAILROADS  BUYS  LUBRICATINO  OIL  FROM  TBB 

INDEPENDBNT8. 

Q.  (By  Mr.  Philups.)  Do  any  of  these  independent  refiners  secure  a  market 
for  luoncating  oil  on  any  of  the  principal  railroads  of  the  United  States  to-day, 
or  could  they  if  united?— A.  They  do  not  now,  and  I  doubt  whether  they  could  if 
united.    It  is  a  very  doubtful  question. 

THE  INDEPENDENTS  REFUSE  TO  SELL  OUT  TO  THE  STANDARD  OIL  COMPANY.     THE 

REASON. 

Q.  (By  Mr.  Kennedy.)  Wonld  you  state  as  your  belief,  judging  from  the  ez- 
penence  of  the  past,  that  the  Standard  Oil  Company  woula,  if  it  could,  to-morrow 
purchase  all  these  refining  companies,  paying  for  them  more  than  their  real 
value  ?— A.  I  do  not  know  whether  they  would  do  that  now  or  not  They  have 
offered  to  do  it  in  the  i>ast.  They  made  that  offer  in  the  fall  of  1894  and  in  Janu- 
ary, 1895.« 

1  Sm  p. 887;  Mr.  Archbold,  p. 51&  •  8m  p.  SH;  Mr.  Phillips,  p. 6S8;  Mr.  Archbold, p. 6aa 
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Q.  Do  yoQ  believe  that  if  snoh  an  offer  should  be  made  the  independent  com- 
panies woold  refuse  it?~A.  I  think  they  wonld.    They  have  done  it. 

Q.  So  tten  the  pnblic  must  suppose  that  the  independent  companies  have  a 
frood  thingin  the  way  of  business? — A.  No,  that  doesn't  follow.  The  people  whoare 
mterested  in  these  pipe  lines  have  a  yery  large  interest  at  stake  in  their  produc- 
ing properties.  They  own  about  75  per  cent  of  80,000  barrels  of  oil  a  day;  m  other 
words.  60,000  barrels  of  oil  a  day.  That  amounts  in  a  year  to  about  20.000.OUO 
barrels  of  oil.  We  belieye  that  tbe  price  of  that  oil  is  largely  dependent  upon 
havi  ng  an  open  competitive  market  for  refined  oil.  Their  pipe  lines  will  give  them 
in  open  competitive  market,  and  therefore  they  would  not  give  them  up.  They 
dad  rather  have  them  wiped  out,  if  they  must  be.  We  were  at  a  point  where  we 
expected  them  to  be  wipe^  out;  but  we  were  willing  to  suffer  that  rather  than  to 
Fell  them.  We  pasf^ed  an  act  of  the  legislature  that  we  could  not  sell  them,  and 
nobody  could  sell  them,  but  they  got  tiiat  repealed.  The  Standard  had  tib^t 
repealed,  and  a  litt'lB  while  afterwards  it  purchased  the  Crescent  pipe  line.  That 
law,  prohibiting  independent  pipe  lines  from  consolidating,  was  passed  in  1883, 
at  the  same  time  when  the  free  pipe  line  law  was  passed.  That  continued  to  be 
the  law  until  1895,  when  the  Standard  Oil  Company  secured  its  repeat  They  had 
got  a  bill  passed  to  repeal  it  two  years  before,  but  the  governor  of  Fennsylvania  at 
that  time  vetoed  the  bill.  They  got  the  repeal  bill  through  again  in  1895,  and  the 
governor  signed  it.  So  that  the  independent  people  wbo  secured  the  passage  of 
this  bill  were  like  Cortez  when  he  went  to  Mexico.  Thev  were  willing  to  Dum 
their  ships,  and  either  stay  in  Mexico  and  fight  it  out  or  fall. 

THB  INDEPENDENT  OBOANIZATION  INCLUDES  THE  OWNERS  OF  40  OR  50  PER  CENT 

OF  THB  CRUDE  OIL  PRODUCTION. 

Q.  (Bv  Mr.  Jbnks.)  Did  I  understand  jou  to  say  that  about  75  per  cent  of 
the  produoing  capacity  of  the  Pennsylvania  oil  field  was  in  your  organization? — 
A.  No ;  about  75  per  cent  is  owned  by  independent  producers,  not  affiliated  or 
associated  in  any  way  with  the  Standard  Oil  Company ;  some  of  them  are  not  our 
stockholders. 

Q.  About  what  per  cent  of  the  oil-producing  fields  do  you  have  in  your  organ- 
ization?—A.  I  think  possiblv  about  40  or  50  per  cent. 
2.  (By  Mr.  ftULLiPS.)  That  is,  stockholders?— A.  Yes. 
.  But  the  lines  themselves  do  not  own  anything?— A.  No,  the  lines  themselves 
do  not. 

IN  THE  LONa  RUN,  THE  PRICE  MUST  BE   HIGH  ENOUGH  TO  PAY  THE  LEAST 
FORTUNATE  PRODUCER  WHOSE  OIL  IS  NEEDED  TO  SUPPLY  THE  MARKET. 

Q.  (By  Mr.  Batchford.)  Speaking  of  the  advantages  of  the  larger  concern,  I 
want  you  to  make  a  comparison  as  to  the  large  and  small  producers.  We  will 
suppose,  for  instance,  that  A  has  oil  wells  producing  10  barrels  per  day,  B  pro- 
duces 10,000  per  day ;  bow  can  A  compete  with  B  in  the  open  market  f— A.  He 
cannot ;  but  he  ought  to  have  an  e(^ual  chance,  for  that  very  reason. 

Q.  The  cost  of  developing  a  well  is  about  the  same  whether  it  flows  or  whether 
it  is  dry?— A.  Ye& 

Q.  Is  not  the  advantage  of  B  over  A  as  great  as  the  advantage  of  the  Standard 
Oil  Company  over  B  ? — A.  Ton  are  comparing  the  manufacturer  with  the  producer. 

Q.  Admitting  that  A  produces  10  barrels  per  day  and  B  produces  10,0()0,  are  the 
advantages  of  B  over  A  as  great  as  the  advantages  of  the  Standard  Oil  Company 
over  B,  as  the  larger  producer  of  the  two  ? — A.  I  do  not  see  how  you  can  make 
that  comparison.  You  are  comparing  two  entirely  different  things ;  you  are  com- 
paring the  manufacturer  with  the  producer  and  one  producer  with  another. 

Q.  The  point  I  wish  to  bring  out  is  simply  this :  Inasmuch  as  the  cost  of  boring 
a  well  is  we  same,  or  nearly  the  same,  whether  it  yields  much  or  little,  the  indi- 
vidual who  is  fortunate  enough  to  make  a  good  strike,  with  a  few  additional 
laborers  to  run  it,  can  handle  10,000  barrels  as  cheaply  as  the  man  who  is  not  so 
fortunate,  handles,  perhaps,  only  10  or  100  barrels ;  and  because  of  his  greater 
output  he  can,  if  he  will,  sell  at  a  smaller  margin  of  profit.— A.  He  can ;  but  the 

Srioe  is  usually  fixed  by  the  man  who  has  the  smaller  well,  for  this  reason :  If  he 
oee  not  get  a  price  that  returns  him  at  least  the  cost  of  production,  he  must  quit. 
The  price  maj  not  be  fixed,  if  it  is  fixed  arbitrarily,  at  a  price  which  enables  him 
to  live.  But  if  it  enables  a  man  who  produces  10  barrels  a  day  to  live,  the  man 
who  produces  10,000  per  day  from  a  small  number  of  wells  is  simply  getting  a 
fortune. 
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Q.  I  understand  yon  to  say  the  small  prodaoer  fixes  the  price. — ^A.  No;  bnt 
the  price  must  be  fixed  so  that  he  can  prodnoe,  or  the  small  well  most  be  abandoned. 

Q.  Is  that  price  fixed  by  mutnal  arrangement  ?— A.  No,  it  is  fixed  arbitrarily  by 
the  Standard  Oil  Company. ' 

MOST  OIL.  COMU8  FROM  VERY  SMALL  WBLL8. 

Q.  (By  Mr.  Phillips.)  Is  it  or  is  it  not  an  ascertained  fact  that  tiie  greater  part 
of  the  production  is  coming  from  small  wells  and  the  great  number  of  small  pro 
dncers  ?— A.  Over  a  majority  of  that  production  is  from  wells  that  produce  less 
than  a  half  barrel  a  day. 

THE  REMEDY:  FORBID  DESTRUCTIVE  COMPETITION. 

Q.  What  is  your  idea  as  to  the  remedy? — A.  That  is  a  very  difficult  question. 
I  want  to  be  understood  as  giving  simply  my  own  view  about  it.  The  most  diffi- 
cult thing  is  to  find  a  remedy  for  the  evil. 

Q.  (By  Representative  Livinqston.)  It  is  no  trouble  for  a  man  to  know  he  is 
sick. — A.  No;  you  can  diagnose  the  case  a  great  deal  better  than  you  can  apply 
the  remedy.  I  suppose  the  real  evil  ought  to  be  reached.  The  real  evil  is  not  so 
much  in  the  aggregation  of  capital.  No  one  objects  to  a  man's  being  rich,  if  he 
acquires  his  money  honestly.  No  one  objects  to  his  engaging  in  business.  We 
object  to  his  driving  others  out  of  business,  and  doing  it  by  the  use  of  unfair 
methods.  No  one  objects  to  large  aggregations  of  capitaJ  enga^na^  in  business,  if 
they  do  it  fairly  and  honestly,  and  are  willing  to  enter  into  fair,  honest  competi- 
tion. I  would  try,  if  possible,  to  prevent  them  f  rom  abusing  their  x)ower.  I  would 
make  it  a  criminal  offense;  say,  in  a  few  words,  that  any  i>erson  or  corporation 
that  engages  in  destructive  competition  shall  be  guilty  of  a  misdemeanor  and  be 
punish^  with  fine  and  imprisonment  both. 

Q.  (By  Mr.  Farquhar.)  You  mean  that  as  a  national  law  or  a  State  law?— A. 
We  could  not  apply  a  national  law,  except  to  interstate  commerce.  It  would  have 
to  be  a  State  law  where  it  concerned  commerce  within  the  Stato. 

S.  How  would  you  define  '*  destructive ''  ?— A.  I  would  leave  that  to  the  courts 
juries;  they  will  find  a  way  out.  That  is  a  question  of  intent;  and  that 
always  enters  into  a  criminal  offense.  If  a  man  starto  to  sell  a  product,  not  for  the 
purpose  of  getting  a  market  for  his  own  goods,  but  to  drive  somebody  else  out  of 
the  business,  that  is  destructive  competition.  Let  the  jury  find  that  intent  from 
the  evidence.  Let  them  find  it  from  the  price,  if  they  please.  If  the  price  is  away 
below  the  cost,  and  they  maintain  that  price  for  a  long  period,  not  just  for  a  single 
sale,  that  is  destructive  competition.  That  is  a  crime— one  of  the  highest  crimes ; 
nothing  in  this  country  has  done  so  much  damage  in  recent  years  as  destructive 
competition,  entered  into  deliberately.  It  is  one  of  the  most  deliberate  offenses 
that  can  be  committed.  No  man  need  engage  in  it ;  he  can  easily  avoid  the  pen- 
alty by  avoiding  the  crime.    That  is  one  way.^ 

UMIT  THE  CAPITAL  OF  MANUFACTURINO  CORPORATIONS  TO  $1,000,000. 

If  I  had  the  doing  of  it,  I  would  never  charter  a  corporation,  except  for  public 
purposes,  with  over  $1,000,000  capital.  That  is  large  enough  in  any  business  to 
secure  a  perfect  division  of  labor.  I  think  that  ought  to  be  the  limit  of  commer- 
cial companies  There  is  not  much  danger  in  this  country  from  a  company  with 
$1,000,000  capital.  One  man  said  to  me :  *'  This  is  our  business.  I  can  lose  $100,000 
and  spread  it  over  half  a  million  and  not  feel  it.  Your  company  can  not  lose 
$100,000 ;  it  does  not  have  it  to  lose ;  we  will  drive  you  out  of  business.*' 

AS  TO  QUASI-PUBLIC  COMPANIES,  REGULATE  THEIR  CHARGES. 

Q.  (By  Mr.  A.  L.  Harris.)  Would  you  include  transportation  companies  in 
that  bill  also  ?— A.  No,  I  would  call  that  business  public  or  quasi- public.  I  think 
that  all  telegraph  companies,  all  electric-light  companies,  wnere  tney  are  in  cities 
or  where  they  aeal  directly  with  the  public,  all  traction  companies,  should  be  put 
under  severe  regulation.  The  price  of  those  goods  can  be  regulated  because  they 
have  a  fixed  unit.  Fix  the  price  of  the  thousand  cubic  feet  of  gas.  Fix  the  fare 
for  the  carriage  of  passengers.    You  have  no  way  of  getting  at  a  commercial  oom- 

Sany.    If  you  can  limit  their  capital  to  $1,000,000,  you  will  have  a  remedy.    If  you 
o  not  do' that,  vou  must  do  something  else,  or  else  the  country  is  going  to  be 
ruined  by  these  large  aggregations  of  capital. 


1  See  p.  436.  *  See  Mr.  Archbold,  p.  643. 
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NO  ANTITBUBT  LAW  CAN  BE  OF  SEttVICB,  UNLESS  IT  LIMITS  THE  SIZE  OF  CAPITALS, 
OB  MAKES  DESTBUCTIYB  COMPETITION  A  PENAL  OFFENSE. 

Q.  Would  yon  reach  the  tronble  better  by  what  is  commonly  called  the  anti-trtist 
Iawb,  or  in  the  corporation  acts  of  the  different  States  ?— A.  They  would  have  to 
be  real  anti-tmst  laws ;  you  would  have  to  say  that  no  company  should  haye  more 
than  $1,000,000  capital.  Yon  can  haye  a  perfect  division  of  labor  with  $1,000,000 
capital ;  and  all  political  economists  say  that  is  all  that  is  desired  by  the  aggrega- 
tion of  capital.  That  is  not  what  the  trust  desires.  The  trusts  desire  to  set  into 
position  to  squeeze  somebody  ;  driye  somebody  oat  of  business ;  whereby  wey  can 
leyy  tolls  on  the  public  generally.    That  is  what  the  trusts  are  for. ' 

S.  (By  Representatiye  Livingston.)  Ton  recommend  State  laws  controlling 
regulating  trusts ;  what  would  you  reconunend  us  to  do  with  the  State  of  New 
Jersey,  that  starts  them  ?— A.  I  do  not  know  what  yon  could  do  with  the  State  of 
New  Jersey.  I  do  not  suppose  any  legislation  could  be  secured  in  New  Jersey. 
This  will  probably  have  to  be  reached  hy  securing  a  healthy  public  sentiment 
first. 

Q.  If  one  State  in  the  Union  is  allowed  to  issue  charters  just  as  she  pleases,  and 
do  as  she  pleases,  and  those  charters  are  opiated  in  all  the  other  States,  how  are 
you  going  to  legislate?— A.  You  could  say  in  the  State  of  Ghaorgia  that  no  trust 
shoula  be  possible  in  that  State.  Suppose  a  dozen  States  should  pass  laws  that  no 
trust  should  be  possible  or  no  corporation  should  do  business  in  those  States  with 
a  capital  of  over  $1,000,000;  that  would  enable  independent  companies  to  go  in 
and  do  business  in  those  lines.  I  do  not  object  to  the  amount  of  capital.  I  only 
limit  it  to  $1,000,000  because  a  company  with  $1,000,000  capital  can  not  engage  in 
destructive  competition.  It  might  be  mean  in  a  small  way,  but  it  could  not  do 
much  damage.  A  company  with  $100,000,000  or  $500,000,000  capital  can  drive 
everybody  out  of  that  business;  and  the  question  is,  Will  they  not  do  it?  There 
is  no  way  of  curbing  their  power  except  by  restricting  their  capital,  or  else  making 
it  a  penal  offense  to  engage  in  destructive  competition. 

THE  DUTY  ON  OIL  IS  PERHAPS  MEANT  TO  PROTECT  THE  FUTUBB. 

Q.  Have  we  any  import  duties  on  oil  ?— A.  Yes,  there  is  an  import  duty  of  10 
cents  a  barrel. 

Q.  How  does  that  help?— A.  There  is  no  oil  imported  into  this  country.  It  does 
not  help  anybody,  because  there  is  no  oil  imported. 

Q.  Does  not  keep  anybody  out  ? — A.  No  one. 

Q-  Why  is  it  put  on?— A.  I  do  not  know;  for  the  protection  of  the  future, 
perhaps. 

OVBRCAPITALIZATION  LEADS  TO  EXCESSIVE  CHABOES. 

Q.  In  addition  to  large  ag^n^^tions  of  capital,  is  not  the  public  also  in  danger 
on  account  of  overcapitalization?— A.  Undoubtedly.  Having  overcapitalized 
these  trusts,  they  will  want  to  show  an  earning  power  to  the  holders  of  stock ; 
and  in  order  to  do  that  they  must  collect  extortionate  profits  from  the  consumer 
if  they  have  a  monopoly.  That  will  tend  to  drive  the  directors  or  trustees  of  these 
trusts  into  obtaining  from  the  public  excessive  profits. 

Q.  (By  Representative  Livingston.)  Do  not  all  overcapitalized  organizations 
go  into  bankruptcy  Inevitably?— A.*  I  think  a  great  many  of  them  wilT 

TBUSTS  KILL  INDIVIDUAL  ENTBBPBISE. 

Q.  (By  Mr.  Batchford.)  What  effect,  in  your  judgment,  has  the  organizaldon 
and  operation  of  trusts  and  the  large  moneyed  corporations  upon  the  personal 
ambition,  the  individual  enterprise  of  the  American  people? — A.  I  think  it  is  very 
rapidly  stifling  it. 

Q.  Could  you  state  whether  or  not,  in  your  judgment,  large  numbers  of  indi- 
viduals are  kept  out  of  business  by  reason  of  those  things?— A.  No  question 
about  it. 

Q.  You  spoke  of  destructive  competition;  can  you  conceive  of  any  way  in  which 
that  deslTUCtive  competition  could  be  brought  about  more  forcibly  and  more 
fully  than  by  the  tearing  down  and  destroying  of  the  rival  establishments?— A. 
No;  I  do  not  know  a  more  flagrant  means  of  destroying  competition  than  by  pay- 
ing exorbitant  prices  for  competing  plants  in  good  condition  and  tearing  tnem 
down.  That  is  a  notice  to  everybody  that  they  do  not  propose  to  have  com- 
petition. 
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Q.  That  probably  works  g^reat  hardahip  to  the  commnnitiee  in  which  these 
plants  are  torn  down?— A.  Undonbtedly;  it  is  a  waste  of  that  mnch  capital,  which 
It  has  taken  years  to  bnild  np.  If  a  man  bnms  his  own  house  he  is  goilt^  of 
arson;  if  he  destroys  a  new  pUmtont  of  mere  animosity  and  desire  to  injure 
somebody  else,  I  do  not  know  why  he  should  not  be  guilty  of  an  offense. 

INCOME  TAXES  AND  INBEBriANCE  TAXES. 

Q.  (By  Representative  Livingston.)  Instead  of  preventing  combinations  of 
over  a  million  dollars,  as  you  suggested,  suppose  you  levy  an  income  tax  of  50  per 
cent  on  the  profits? — A.  I  am  afraid  they  would  lie  about  the  profits. 

Q.  Would  not  that  be  a  fairer  way  to  do  it? — A.  I  would  be  willing  to  do  any- 
thing to  wipe  them  out  and  give  the  people  a  fair  chance.  I  think  that  would  do 
the  work  if  you  could  enforce  it. 

Q.  (By  Mr.  Farquhab.)  Would  any  State  court  regard  that  as  constitutional, 
or  any  European  court? — A.  I  have  no  hostility  to  any  individuals.  I  simply  would 
like  to  see  some  limitation  put  ui)on  the  powers  of  trusts  in  the  interest  of  the 
people  themselves. 

(j.  (By  Representative  Livingston.)  It  would  not  be  class  legislation  if  Con- 
gress should  lay  a  tax  on  the  incomes  and  profits  of  all  trusts  and  combinations? — 
A.  I  should  dislike  to  see  any  law  passed  tnat  would  recognize  their  existence. 

Q.  (By  Mr.  Phillips.)  Wnat  would  you  think  of  an  inheritance  tax,  levied  in 
some  graded  proportion  to  wealth  ? — A.  I  am  afraid  that  would  be  open  to  objec- 
tion unless  it  was  uniform;  and  if  it  were  uniform  it  would  be  avoided  very 
largely,  would  it  not,  by  people  making  gifts  prior  to  their  death? 

government  visitation  desirable,  but  not  sufficient. 

Q.  (By  Mr.  Farquhar.)  Have  yon  any  other  remedy  for  destructive  competi- 
tion than  the  limitation  of  capital  to  $1,000,000?— A.  Government  visitation  might 
alleviate  the  evil,  but  that  would  only  result  in  publicity.  They  do  not  seem  to 
care  much  about  that :  they  are  largely  defying  public  opinion. 

Q.  (By  Mr.  Phillips.)  Would  you  be  in  favor  of  Government  inspection  of 
corporations  ? — A.  I  think  that  ought  to  be  done  ;  the  power  of  visitation  was  a 
common- law  right  in  England  to  the  founder  of  a  corporation.  He  had  the  iKDwer 
of  visitation,  and  as  the  State  creates  the  corporation  it  certainly  should  have  the 
power  of  visitation.    It  has  an  undoubted  right  to  do  it. 

practicability  of  punishing  destructive  competition. 

Q.  (By  Representative  Otjen.)  If  you  make  destructive  competition  a  criminal 
offense,  now  would  you  enforce  the  penalty  against  corporations  ? — A.  I  would 
make  it  apply  to  any  person,  corporation,  or  agent  of  a  corporation.  You  cannot 
imprison  a  corporation,  but  the  tine  would  apply  to  it. 

Q.  You  would  simply  have  to  enforce  the  penalty  in  the  shape  of  a  fine? — A. 
Make  all  officers  g[ailty  of  the  offense.  They  are  willing  to  risk  anything,  violate 
any  moral  obligation  or  rule ;  but  there  is  one  thing  they  do  not  like  to  do— they 
do  not  like  to  take  any  risk  of  imprisonment. 

Q.  It  would  be  competent  to  tine  a  corporation  found  guilty  of  destructive  com- 
petition, but  would  it  also  be  competent  to  imprison  the  pres  dent  or  directors  ? — 
A.  The  law  can  say  that  huv  corporation,  and  all  the  officers  thereof,  and  all  the 
agents  or  employees  connected  with  the  corporation  engaged  in  the  destructive 
competition,  shall  be  guilty  of  a  misdemeanor,  and  on  their  conviction  shall  be 
fined  $>00  and  undergo  impr.son:iient  of  oue  or  two  years  in  the  penitentiary. 

Q.  (By  Mr.  Ratchford.)  Do  you  believe  the  law  should  define  exactly  what 
destructive  competition  means?— A.  Leave  that  to  the  courts  and  juries. 

THE  SHERMAN  ANTI-TRUST  LAW.      THE  INTERSTATE  COMMERCE  COMMISSION. 

Q.  (By  Mr.  A.  L.  Harris.)  Have  you  any  suggestions  to  make  as  to  amend- 
ments that  would  make  the  Sherman  anti-trust  law  more  effective  than  it  is 
now  ? — A.  I  have  not,  at  this  time ;  I  would  like  to  look  that  over  again. 

Q.  Will  you  please  do  that  and  see  whether  it  can  be  made  a  basis  for  a  future 
remedy  ? — A.  I  think  the  law  has  had  some  good  effects. 

(j.  Is  it  possible  to  bring  it  under  the  jurisdiction  of  the  Interstate  Commerce 
Commission  in  any  way  ? — A.  That  is  a  pretty  difficult  question.  That  is  a  ques- 
tion a  great  many  people  have  considered ;  I  have  been  thinking  of  these  questions 
for  perhaps  thirty  years.  I  have  been  brought  into  pretty  close  contact  with  them 
for  that  period. 
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THB  OIL  TRADE  IN  CANADA.— RAILROAD  DISOROCINATION  THBRB. 

Q.  (By  Mr.  Jenks.)  Do  we  export  oil  to  Canada?— A.  Tes  ;  we  sell  a  g^reat  deal 
there. 


Q.  Does  your  company  sell  any  in  Canada?— A.  Tes. 


J.  Have  yon  come  in  contact  there  in  any  way  with  discrimination  in  railroad 
rates  ? — ^A.  There  has  been  conflict  there.  There  has  been  some  trouble  about 
railroad  rates  there  recently.^ 

Q.  Has  yonr  own  establishment  come  in  contact  with  that  ?— A.  Yes,  I  think 
they  have. 

Q.  Can  yon  give  the  facts  about  that  ? — A.  No,  I  do  not  beUeve  I  can  now. 

DiSTRicrr  of  Columbia,  County  of  Washington^  88.: 

1  swear  that  the  statements  made  by  me  of  my  own  l^owledge  in  the  foregoing 
report  of  my  testimony  before  the  Industrial  Commission  are  true,  and  tlmt  afi 
other  statements  I  believe  to  be  true. 

J.  W.  Lee. 

Sworn  and  subscribed  before  me  this  9th  day  of  September,  1899. 

Wm.  Calvin  Chase, 

Notary  Pubbc, 


Washinoton,  D.  C,  May  16, 1899. 

TESTIMOHT  OF  HON.  7EAVK  a  MOHHETT. 

Attorney-general,  State  of  Ohio. 

The  commission  met  at  10.50  a.  m..  Vice-chairman  Phillips  presiding.  Hon. 
Frank  S.  Monnett,  attorney-general  of  the  State  of  Ohio,  testified. 

O.  (By  Mr.  Jeneb.)  Will  you  be  kind  enough  to  state  your  full  name  and 
address? — A.  Frank  S.  Monnett,  Columbus,  Ohio. 

Q.  You  hold  the  position  of  attorney-general  of  the  State  of  Ohio  at  the  pres- 
ent time? — ^A.  Yes. 

Q.  In  the  carrying  out  of  your  official  duties  have  you  found  it  necessary  to 
bring  suits  against  some  of  the  great  industrial  combinations? — A.  Yes. 

BXHTS  FILED  BY  THE  STATE  OF  OHIO  AGAINST  INSURANCE  COMPANIES. 

Q.  What  ones  in  particular?— A.  We  filed  the  first  suits  against  eleven  insur- 
ance companies,  which  included  British,  Canadian,  and  American  companies, 
charging  them  with  being  in  a  state  combination  through  local  boards,  or 
through  a  communication  between  local  boards,  amounting  to  a  state  organiza- 
tion; and  also  with  being  in  an  interstate  combination  at  Chicago  through  a  state 
organization.  These  cases  have  been  pending,  and  are  now  in  the  hands  of  the 
court  with  800  pages  of  printed  testimony  of  the  various  witnesses.  If  the 
members  of  your  commission  care  to  have  anv  of  them,  we  can  furnish  you  with 
the  official  copy  of  the  testimony,  and  from  that  you  can  get  the  names  of  such 
witnesses  as  are  available  on  the  lines  you  want. 

SUIT  AGAINST  THE  STANDARD  OIL   COMPANY  OF  OHIO. 

The  next  suit  that  we  had  was  the  State  of  Ohio  ex  rel.  attorney-general  against 
the  Standard  Oil  Company  of  Ohio,  which,  I  believe,  has  been  pending  since  1891. 
A  decree  was  rendered  March  2, 1892,  against  the  Standard  Oil  Company  of  Ohio, 
it  having  been  charged  with  being  a  member  of  the  Standard  Oil  Trust,  or  being 
one  of  tne  constituent  comi)anie8  of  the  Standard  Oil  Trust.  By  an  order  of  the 
supreme  court  of  the  State  in  November,  1897, 1  was  directed  to  bring  it  ^the 
Standard  Oil  Company  of  Ohio)  before  the  court  for  contempt,  charging  it  with 
having  violated  the  decree  rendered  March  2, 1892,  in  not  withdrawing  from  the 
trust  m  good  faith,  but  in  simply  shifting  or  modifying  the  former  system  of 
doing  business,  so  as  still  to  get  the  benefits  of  the  trust  combination  or  arran^^e- 
ment.  In  accordance  with  that  order  from  the  supreme  court  I  filed  a  complamt 
in  contempt,  a  copy  of  which  I  will  furnish  your  commission,*  to  which  com- 


I  See  Mr.  Weetgate,tm.376,878.379;  Mr.  Gkdl,  pp.  875^877. 680. 682-686. 

*  State  of  Ohio  ex  reJ.  The  Attorney-General,  plaintiff,  v.  The  Standard  OllJ^ggjjj^^^  defend 

Lt«    Hirtory  of  the  oaae,  p.  81.  ^jt^^'*^  3  R  a  ^  *"V.. 


O  '     I  M  • 

UNIVI'HSITY 


298  HEARINGS   BEPORK   THE   INDUSTRIAL   COMMISSION. 

plaint  the  conrt  gave  an  order  for  servioe  nxx>n  the  defendants,  and  the  defend- 
ants thereupon  came  into  court  with  an  answer  attempting  to  justify  their 
conduct  suMequent  to  the  decree,  to  which  answer  we  filed  a  reply  with  some 
twenty-nine  interrogatories  addressed  to  the  president  of  the  Standard  Oil 
Company,  who  is  also  the  chairman  of  the  liquidating  trustees,  and  also  the 
chainnan  of  the  former  nine  trustees  of  the  Standard  Oil  Trust,  Mr.  John  D. 
Rockefeller,  of  New  York,  formerly  of  Cleveland,  Ohio.  Mr.  Rockefeller  answered 
these  printed  interrogatories  under  oath  in  x)art  and  demurred  to  part,  which, 
under  our  code,  he  h£l  the  right  to  do,  and  part  he  refused  to  answer  on  the 
ground  that  they  were  irrelevant. 

The  court  overruled  the  demurrer  or  the  refusal  to  answer  the  main  inter- 
rogatories; that  was  objected  to,  and  they  then  came  into  court  with  a  supple- 
mental list  of  answers.  Thereupon  we  took  additional — ^rather ,  Mr.  Rockefeller  s — 
testimony  in  the  way  of  depositions  under  a  master  api)ointed,  and  of  that  testi- 
mony I  will  give  such  data  as  your  commission  desires.  In  their  testimony,  as 
disclosed  by  the  interrogatories,  and  by  Mr.  Rockefeller  in  person,  and  the 
secretary,  F.  B.  Squires,  of  Cleveland,  we  were  able  to  find  data  that  warranted 
the  State  in  fMng  suits  against  such  constituent  comiumies  of  the  original  trust 
as  were  doing  business  in  Ohio. 

STTITS  AGAINST  CONSTITUENT  COMPANIES  OF  THE  STANDARD  OIL  TBUST. 

We  filed  independent  suits  against  The  Buckeye  Pipe  Line  Company,  a  constitu- 
ent companv,  which  is  the  transporting  company  of  the  crude  product;  a^inst 
The  Ohio  Oil  Company,  known  as  the  ''  producing  "  company,  which  makes  leases 
or  contracts  with  the  owners  of  oil  in  the  rock,  usually  farmers;  against  The 
Solar  Refining  Company,  which  has  functions  substantially  the  same  as  the 
Standard  Oil  Company  of  Ohio,  which  is  a  refining  company;  and  against  The 
Standard  Oil  Company  of  Ohio,  anew. 

FOUR  CAUSES  OF  ACTION. 

In  these  suits  substantially  four  causes  of  action  were  made.  In  the  first 
instance  we  charged  them  with  violating  the  public  policv  of  the  State,  our  pro- 
cedure being  based  upon  the  constitutional  right  of  the  attorney-general  to 
institute  proceedings  in  quo  toarranto  against  any  corporation  that  offends  against 
the  existing  statutes  oi  the  State  or  against  the  public  policy  of  the  State,  and 
with  confederating  and  attempting  to  evade  the  aecree  of  the  supreme  court  in 
the  decision  of  Msoxsh  2, 1892,  against  the  Standard  Oil  Company  proper. 

DOING  A  TELEGRAPH  BUSINESS. 

The  second  cause  of  action  was  based  upon  what  is*  known  as  our  **  antitrust 
act,"  the  Valentine-Stewart  act,  which  was  passed  a  year  ago  and  took  effect  July 
1, 1898.  On  taking  the  testimony  at  Lima,  Ohio,  in  the  case  of  the  Buckeve  Pix)e 
Line  Company,  it  was  disclosed  that  they  had  a  telep'aph  system,  which,  from 
a  lawyer's  standpoint,  it  was  conceded,  a  company,  domg  a  business  of  tiie  nature 
they  were,  might  have  as  an  incident  to  their  business,  being  a  means  of  commu- 
nication between  their  different  posts;  but  in  the  testimony  it  was  disclosed  that 
they  were  exchanging  business  with  the  Western  Union  Telegraph  Company,  had 
stated  monthly  balances,  and  were  acting  as  common  carriers  of  telegraph  mes- 
sages in  Ohio  for  whosoever  applied  to  them.  It  was  testified  that  they  had 
produced  election  returns  and  other  news  in  advance  of  the  regular  system.  As 
they  were  exercising  this  franchise  outside  of  their  corporate  authority,  we  made 
it  an  additional  cause  of  action  against  them,  charging  them  with  exercising  this 
ttltra  vires  power.  We  have  taken  testimony  to  establirfi  this,  which  I  can  fur- 
nish the  commission.  Under  the  Ohio  law  it  would  be  necessary  for  them  to  have 
a  special  charter  for  that  class  of  business. 

It  was  disclosed  and  is  in  evidence,  as  claimed  by  the  State,  that  in  the  relation- 
ship existing  between  the  constituent  companies  (to  which  I  will  refer  later), 
there  were  separate  telegraphic  contracts  for  the  Ohio  Oil  Company,  the  Buckeye 
Pipe  Line  Company,  and  the  Solar  Refining  Company,  differing  from  the  contract 
they  had  with  their  customers  or  the  public  generally.  They  used  the  Western 
Umon  blank  contract  for  the  ordinary  telegraphic  service,  but  had  a  separate 
contract  and  a  separate  account  with  each  of  these  constituent  companies,  raising 
the  legal  presumption,  as  we  claim,  from  the  evidence,  that  they  nave  a  system 
organized  about  as  follows: 
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THE  OftOANIZATION  OF  THB  BUSINESS  DBSCRIBBD. 

They  have  a  pnrchasing  or  **xnrodacmg"  company,  the  Ohio  Oil  Conmany, 
which  makes  the  original  contract  with  the  owners.  The  oil  is  then  tumea  over 
to  the  Backeye  Pi^  Line  OomiMUiy,  known  as  ''the  cmde  product"  company, 
which,  in  conjnncnon  with  the  other  pipe  line  companies,  owned  by  Standard 
people,  makes  a  complete  system,  and  which,  as  we  understand  it,  constitutes  a 
single  system,  the  Buckeye  Pipe  lane  Company  having  the  Ohio  field,  but  doing 
busmess  in  Indiana  also,  which,  subsequently  to  this  suit,  they  turned  over  to  the 
Indiana  Pipe  Line  Company,  also  one  of  the  constituent  companies  of  the  original 
trust  combmation.  Then  nom  the  **  crude  product  '*  or  transporting  department, 
with  its  tel^raphic  system,  connected  with  all  departments  and  all  pipe  lines,  the 
oil  is  transferred  to  the  respective  refineries  which  are  at  Whiting,  Ina. ,  a  suburb 
of  Chicago,  at  Cleveland,  Ohio,  at  Lima,  Ohio,  and  at  Parkersburg,  W.  Va. 

The  Buckeye  Pipe  Line  Company  delivers  the  crude  oil  to  the  refineries.  The 
refined  product,  the  kerosene  and  the  gasoline,  is  transported  to  dealers  and  cus- 
tomers through  another  constituent  company,  the  Umon  Tank  Line  Company, 
which  has  a  system  of  tankage  stations,  i.  e.,  oistributing  points,  such  as  county 
seats,  and  cities  of  from  8,000  to  5,000  inhabitants  and  upward.  They  have  con- 
tracts with  railroads,  which  you  can  go  into  more  fully  than  we  have,  and  which 
will  disclose  the  nature  of  the  relationship  to  the  raiboads.  This  company  gets 
a  rate  for  their  tank  line,  in  flipping  to  the  tank  stations  by  the  carload  or  train 
load,  with  an  allowance  for  loading  and  unloading  their  own  product,  while  for 
barrel  lots  and  part  carload  lots  the  rates  vary.  According  to  the  trust  investi- 
gation of  Ohio  the  charges  for  shipping  by  part  carload  lots  are  as  much  as  400 
per  cent  of  the  charges  for  shipping  m  carload  lots  and  delivering  at  tank  stations 
by  the  Union  Tank  Xdne. 

THE  POWER  OF  THE  TRUST  DEPENDS  UPON  ITS  CONTROL  OF  THB  TRANSPORTATION 

SYSTEM. 

The  State  claims  this  whole  system  of  transix>rtation  to  be  an  advantage  which 
the  Standard  Oil  Companies  have  as  8hipx)ers,  and  by  means  of  which  they  defeat 
competition.  In  other  words,  the  secret  of  the  power  of  the  Standard  (Si  Trust 
will  be  found  to  be  the  discriminations  or  favors  that  they  secure  by  controlling 
or  monopolizing  the  transportation  of  the  crude  product  and  the  discriminations 
they  receive  by  various  devices  in  transporting  the  refiued  oil,  e.  g.,  the  discrimi- 
nating rate  in  favor  of  carload  lots  and  train  loads,  with  allowances  for  loading 
and  unloading  their  own  product.  When  other  shippers  adopt  similar  methods, 
the  Standard  mvents  still  other  methods  to  evade  fair  competition.^ 

Q.  You  understand  this  discrimination  to  be,  in  spirit  at  any  rate,  a  violation 
of  the  interstate-commerce  act?— A.  The  interstate-commerce  act  applies  to  inter- 
state commerce;  I  refer  to  State  commerce,  namely,  to  Ohio  and  Ohio  roads.  On 
examination  you  will  find  the  railroads  are  permitted  to  g^ve  a  different  and  more 
favorable  rate  for  carload  lots  or  in  tanks  than  in  barrels.  The  argument  that 
they  adduce  is  that  the  return  of  gasoline  barrels  contaminates  all  other  ship- 
ments; that  they  can  not  ship  any  other  freight  in  such  cars.  If  you  examine  the 
freight  charges  in  cases  where  a  competing  pipe  line  has  been  constructed  along 
a  railroad,  that  formerly  had  a  fixed  rate,  you  will  find  that  instead  of  the  com- 
petitive pii)e  line  which  parallels  the  railroad  lowering  the  price,  it  has  abso- 
lutely rais^  it,  showing  that  the  independent  8hipx>er  is  discriminated  against. 
He  can  not  compete  because  rates  have  been  raised,  and  he  must  pay  their  price 
if  he  ships  through  the  pipe  line. 

ORGANIZATION  OF  THE  TRUST. 

Starting  with  the  Standard  Oil  Company  of  Ohio,  shall  I  explain  how  it  entered 
the  trust,  and  give  the  names  of  the  other  constatuent  compames,  with  the  capital 
stock  of  each? 

Q.  Have  you  also  the  dates  of  the  organization  of  these  different  conmanies,  with 
the  names  of  the  leading  officers? — ^A.  Yes;  I  can  furnish  them.  The  Standard  Oil 
Company  of  Ohio  was  organized  orifidnally  the  10th  day  of  January,  A.  D.  1870, 
and  IS  commonly  known  as  The  Standard  Oil  Company.  It  had  |1 ,000 ,000  stock. 
It  increased  that  stock  the  12th  day  of  February,  A.  D.  1872,  to  $2,500,000.  On 
the  13th  day  of  March,  A.  D.  1875,  it  increased  its  capital  stock  by  State  authority 
to  $3,500,000.  It  remained  in  this  condition  from  1875  to  the  2d  day  of  January, 
A.  D.  1882.  It  had  35,000  shares  of  stock  at  a  par  value  of  $100  a  share,  which 
would  nu^e  the  par  value  of  the  total  $3,500,000. 

>  Compare  Mr.  Archbold,  p.  648. 
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Mr.  Rockefeller's  testimony  is  ambiguous  as  to  whether  they  transferred  the 
stock  directly  to  the  Standard  Oil  Company  of  Ohio  first,  or  whether,  as  owners 
of  the  stock,  thev  transferred  that  to  the  trustees  of  the  Standard  Oil  Trust;  but 
in  any  event  all  the  stockholders  agreed  to  the  trust  contract  of  1882.  Two  days 
afterwards  they  modified  it.  The  company  in  Ohio  had  originally  9  directors  of 
the  Standard  Oil  Ck>mpany  and  they  were  arterwards  reduced  to  7;  the  7  continued 
to  vote  the  9  shares.  The  theory  of  the  Standard  Oil  Oompany  was  that  a  cor- 
poration could  maintain  its  existence  by  7  directors  holding  each  a  share  of  stock. 
They  did  this  to  comply  with  the  statute.  Seven  directors  could  elect  a  president 
and  secretary  and  necessary  officers,  and  the  remaining  stockholders  would  be  at 
liberty  to  assign  their  stock  to  trustees.  Other  companies  did  the  same,  thus 
organizing  and  maintainimr  a  trust.  In  other  words,  they  arg^ied  the  corporation 
would  not  be  responsible  for  the  acts  of  the  individual  stockholders,  and  that 
theory  ran  through  the  entire  organization  of  the  trust;  viz,  that  stockholders 
could  act  independently  of  the  corporation.  The  suit  was  begun  by  my  prede- 
cessor, Gheneral  Watson.  The  84,998  shares  had  passed  out  of  the  nands  of  the 
stockholders  into  the  hands  of  the  9  trustees. 

THE  CONSTITUENT  COMPANIES. 

There  were  three  classes  of  companies  that  entered  into  the  combination. 
First,  they  had  all  the  stockholders  and  members  of  the  following  14  companies; 
The  Acme  Oil  Oompany  (New  York);  Acme  Oil  Coim>any  (Pennsylvania); 
Atlantic  Refining  Oompany  of  Philadelphia;  Bush  &  Oo.,  Limited;  Camden  Con- 
solidated Oil  Company;  Elizabeth  Acid  Works;  Imperial  Refining  Company, 
Limited;  Charles  Ftatt  &  Co.;  Paine,  Ablett&  Co.,  Limited;  Standard  Oil  Com- 
pany (Ohio)  ;  Standard  Oil  Company  (Pittsburg) ;  Smith  Ferry  Oil  Transporta- 
tion Company;  Solar  Oil  Company,  Limited;  Stone  &  Fleming  Manufacturing 
Company,  Limited.  All  the  stockholders  and  members  of  these  corporations  and 
limited  x>artner8hips  were  required  to  sign  an  agreement  to  turn  in  their  stock 
(except  enough  to  preserve  State  organizations) ,  as  I  have  explained  to  you.  A 
second  class  of  comx)anies  consisted  of  the  interests  of  W.  C.  Andrews,  John  D. 
Archbold,  and  a  long  list  known  as  the  individual  owners,  who  signed  the  original 
trust  agreiement.  A  third  class  consisted  of  corporations,  26  in  number,  wnich 
assigned  a  controlling  interest  in  the  companies  to  the  trustees.  They  were:  The 
American  LubricatingOil  Company;  Baltimore  United  OH  Company;  Beacon  Oil 
Company;  Bush  and  Denslow  Manufacturing  Company;  Central  SLefining  Com^ 
pany,  of  PittsburK;  Chesebrough  Manufactimng  Company;  Chess  Carley  Com- 
pany; ConsolidateaTank  Line  Company;  Inland  Oil  Company;  Keystone  Befining 
Company;  Moverick  Oil  Company;  JS'ational  Transit  Company;  Portland  Kerosene 
Oil  Companv;  Producers'  Consolidated  Land  and  Petroleum  Company;  Signal 
Oil  Works,  Limited;  Thompson  &  Bedford  Company,  Limited;  Devoe  Manufac- 
turing (Company;  Eclipse  Lubricating  Oil  Company,  Limited;  Empire  Befining 
Company,  Limited;  Franklin  Pipe  Company,  Limited;  Galena  Oil  Works, 
Limited;  Galena  Farm  Oil  Company,  Limited;  Germania  Mining  Company; 
Vacuum  Oil  Company;  H.  C.  Van  Tine  &  Co.,  Limited;  and  Waters-Pierve  Oil 
Companjjr.  These  39  companies,  with  the  long  list  of  individuals,  are  all  that 
entered  mto  the  ori^nal  Standard  Oil  Trust;  The  respective  stockholders,  x>art- 
ners,  and  individuals,  on  an  appraisement  agreed  upon,  received  new  trust  cer- 
tificates for  their  proportionate  interests  in  tne  stock  or  assets  transferred  to  tJie 
trust. 

APPRAISEMENT  OP  THE  BUSINESS  OP  THE  CONSTITUENT  OOHPANIES. 

Q,  Will  you  tell  us,  first,  how  this  appraisement  was  made  and  what  its  basis 
was? — A.  Well,  the  consideration  for  tne  transfer  and  conveyance  of  the  money, 
propertv,  and  business  of  each  of  the  Standard  Oil  (Companies  was  trust  certifi- 
cates of  the  Standard  Oil  Trust,  issued  by  the  trustees  of  the  trust,  equal  in  x)ar 
value  to  the  appraised  value  of  the  money,  property,  and  business  so  transferred. 
The  stock  was  to  be  delivered  to  trustees  provided  for  in  the  trust  agreement  and 
their  successors,  and  no  stock  was  ever  to  be  issued  bv  any  of  the  contracting 
companies  except  for  money,  property,  or  business  equal  at  least  to  the  par  value 
of  the  stock  so  issued,  nor  was  any  stock  issued  by  any  of  said  companies  for  any 
purpose,  except  to  the  trustees  herein  provided  for,  to  be  held  subject  to  the 
trusts  hereinafter  specified.  There  was  not  any  watered  stock.  They  entered 
the  trust  at  the  actual  appraised  value;  the  appraisers  were  interested  men,  and 
it  would  have  been  of  no  advantage  for  them  to  infiate  it.  They  attempted  to  get 
Actual  value,  and  on  that  bans  they  issued  trust  certificates. 
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Q.  Probably  the  BOlling  valne  at  ordinary  s 


Rockefeller,  and  tbey  were  elected  to  hold  office  until  the  flr«t  Wodneeday  of 
April,  1885.  The  next  three  were  J.  A.  Boetwick,  H.  M.  Flagler,  and  W.  Q. 
Warden,  to  hold  office  luitil  the  first  Wednesday  of  April,  1884;  and  the  next 
three,  Charlee  Pratt,  Benjamin  Brewster,  and  John  D.  Arohbold.  to  hold  office 
nntil  the  first  Wednesday  of  April,  1888.  The  trostees  were  thns  a  continnoiis 
body.  In  the  beginning  there  was  one-third  for  3  years,  one-third  for  3  years, 
and  one-third  for  I  year,  who  held  office  nutil  their  successors  were  duly  elected 
and  qualified.  The  89  original  companies  were  subsequently  merged  into  30 
comiMmieo.  A  list  of  the  30  companiee  and  the  capital  stock,  the  n<»idnal  capital 
stock  as  they  now  exist,  is  abont  as  follows: 


Companies. 
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THIS  INVSNTOBT  BASSD  UPON  THBIB  OWN  TESTIHONT. 


t«ok  the  inventory?— A.  It  was  taken  by  the  representatiTes  of  flie  trust  certifi- 
cate holders,  I  think. 

Q.  (By  Mr.  North.)  On  what  basis  was  that  appraisal  made;  do  you  Itnow 
that? — A.  I  asked  Hr.  Rockefeller  the  following  question;  "Give  the  surplus 
money  in  the  hands  of  each  and  every  constituent  company,  corporation ,  and 
liiDit«d  partnership  as  represented  by  trust  certificates  of  the  Standard  OO  Tmst 
on  or  alwnt  January  1, 1803,  and  how  much  after  the  payment  of  their  last  divi- 
dends, stating  when  such  dividends  were  declared  and  paid  and  the  total  amount 
of  each,  and  whether  said  dividends  were  tnmed  over  in  each  and  every  case  to 
an  official  representing  the  Standard  Oil  Trust."  And  this  was  the  answer  he 
gave: 

"  I  have  not  in  my  possession  or  power  data  showing  the  sorplns  money  in  the 
hands  of  each  and  every  constituent  company,  corporation,  ana  limited  partner- 
ship, as  represented  by  trust  certificates  of  the  Standard  Oil  Trust  ou  or  about 
January  1, 1893,  nor  the  amount  of  euch  surplus  money  in  their  hands  after  the 
payment  of  their  last  dividendjs.  During  the  year  1893  a  careful  inventory  and 
appraisement  was  made  of  all  the  assets  of  said  companies,  and  the  result  was 
found  to  be  as  follows:"  (The  above  figures  aie  tak^i  from  this  complete 
answer.) 

Q.  That  was  tlieir  own  appraisalf— A.  That  was  their  own  appraisal.  We 
wereobligedtotakeihat.as  they  refnaed  to  produce  their  books.  Thereisamat^ 
ter  now  pending  before  theconrteof  Ohio  whether  or  not  it  invades  constitutional 
inivjlM^eeif  they  are  required  to  disclose  their  books  for  such  purjxjses.  We  have 
aaked  toe  the  books,  or  original  t«atunony,  so  far  as  it  beua  upon  our  litigation. 
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DIVIDENDS  AND  THB  VALUE  OF  THE  TRUST  CERTIFICATES. 

I  then  asked  for  the  last  dividends  of  said  companies,  prior  to  November,  1897. 
The  copy  of  the  record  of  the  Ohio  supreme  court  proceeding,  that  I  leave  with 
yon,  will  nve  yon  the  list  of  the  companies  and  amonntof  dividends  paid  by  each. 
Some  of  the  companies  pay  qnarterly  dividends,  some  annual,  and  others,  appar- 
ently, have  declared  no  dividends  for  the  last  year. 

LIST  OF  DIVIDENDS. 

The  last  dividends  of  said  companies  prior  to  November  9,  1897,  were  as 
follows: 

Anglo-American  Oil  Co.,  Limited,  June  15, 1897 $506,480.00 

AtlanticRefiningCo.,Mar.  15, 1897 1,999,600.00 

Buckeye  Pipe  Line  Co., Sept.  15, 1897 3,999,780.00 

EurekaPipe  Line  Co., Sept.  15, 1897 599,868.00 

Forest  Oil  Co., Oct. 80, 1891 287,100.00 

Indiana  Pipe  Line  Co.,  Mar.  15, 1897 999,460.00 

National  Transit  Co.,June  15, 1897.-.- 2,545,475.00 

New  York  Transit  Co.,  Mar.  15, 1897 1,999,600.00 

Northern  Pipe  Line  Co., Sept.  15, 1897 232,244.25 

N.W.Ohio  Natural  Gas  Co.,  Sept.  15, 1897 -. 29,497.50 

Ohio  Oil  Co.,  June  15,1897 999,887.50 

Solar  Refining  Co.,  June  15,1897 147,234.50 

Southern  Pipe  Line  Co.,  Sept.  14, 1892 800,000.00 

South  Penn Oil  Co.,  June  15, 1897.... 2,498,900.00 

Standard  Oil  Co.  (Indiana) ,  Mar.  15, 1897 699,300.00 

Standard  OU  Co.  (Kentucky), Mar.  15, 1897 1,998,000.00 

Standard  Oil  Co.  (New  Jersey ),  Sept.  15, 1896 - 2,499,775.00 

Standard  Oil  Co.  of  New  York,  June  15, 1897 i. 1,749,725.00 

Union  Tank  Line  Co. — ^no  dividends  declared. 

No  dividend,  the  company  claims,  has  been  paid  by  the  defendant  company  since 
the  distribution  of  surplus  made  on  March  17, 1892.  Prior  to  August  5, 1891,  the 
defendant  company  was  the  owner  of  a  large  number  of  tank  cars,  most  of  which 
had  accumulated  under  the  management  of  the  trustees,  which  were  rented  to 
other  companies.  Its  st  >ckholderB  and  directors  determined  that  it  should  dis- 
continue tne  transportation  business,  and  on  August  5, 1891,  the  defendant  com- 
pany sold  its  tank  cars  to  the  Union  Tanx  Line  Company,  and  received  in  payment 
therefor  the  sum  of  $3,500,000.  Of  this  sum,  on  March  17,  1892,  it  handed  over  to 
the  trustees  |8, 219, 540  for  distribution  by  them  among  the  holders  of  trust  cer- 
tificates, this  being  the  distribution  referred  to  in  the  answer  filed  by  this  com- 
Sany,  and,  the  company  claims,  the  only  distribution  or  payment  made  by  the 
ef endant  company  to  the  trustees  since  the  former  decree  of  this  court.  This 
sum,  or  the  balance  remaining  thereof  after  settlements  of  contracts,  agreements, 
and  accounts  by  said  trustees,  as  shown  in  their  resolution  of  May  16, 1892,  was 
distributed  to  the  holders  of  the  trust  certificates.  The  surplus  since  accumu- 
lated in  the  hands  of  the  defendant  company  amounts  to  $700,000,  which  is  invested 
in  Gk)vemment  bonds. 

The  answers  to  the  preceding  interrogatories  are  all  we  have  to  show  to  whom, 
in  every  case,  dividenos  were  paid.  They  were  paid  in  each  case  by  the  company 
declaring  the  same  to  its  stockholders  of  record,  the  liquidating  trustees  receiving 
dividends  from  companies  other  than  this  defendant  upon  that  x>ortion  of  the  capi- 
tal stock  of  the  said  several  companies  which  is  held  by  them,  awaiting  reissue  to 
the  dividend  owners  thereof  on  surrender  of  trust  certificates. 


Q.  (ByMr.  Jenks.)  They  are  not  all  quarterly?— A.  No. 
Q.  Can  you  give  the  distinction? — j 


-A.  1  can  not  give  you  the  distinction.  I  wiD 
furnish  you  with  a  list  of  the  entire  dividends,  at  the  last  payment,  including  the 
quarterly,  which  amounts  to  something  over  (24,000,000.  According  to  that, 
tne  value  of  trust  certificates  is  to  be  estimated  at  about  480  or  500  per  cent,  and 
since  they  have  it  in  their  power  to  control  the  retail  price  of  oil,  they  can,  by  rais- 
ing or  lowering  it,  make  a  dividend  at  about  what  they  please.  They  have  raised 
the  retail  price  of  gasoline  and  oils  at  noncompetitive  points  since  this  suit  was 
instituted,  and  it  has  the  efi!ect  of  increasing  the  value  of  their  trust  certificates. 
I  can  give  you  the  dividends  that  have  been  declared  since  1892. 

Q.  Could  you  furnish  us  the  prices  at  competitive  and  noncompetitive  points? — 
A.  Yes;  I  will  do  that  later.  Just  prior  to  the  date  of  General  Watson's  decree 
they  organized  a  Union  Tank  Line  Company,  and  they  took  out  of  the  business 
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of  the  Standard  Oil  Company  of  Ohio  the  assets  formerly  used  in  the  transporta- 
tion of  the  refined  products,  amounting  to  $8,500,000,  so  that  these  constituent 
comx>anie8  now  have  their  respective  departments.  As  I  narrated  in  the  opening 
of  my  testimony,  although  suDstantiaUy  the  same  men  are  in  control,  the  com- 
panies have  different  functions.  On  March  17,  1892,  they  turned  over  to  the 
trustees  ot  the  trust  for  distribution,  after  the  decree  of  the  court  against  the  trust 
(which  is  one  of  the  things  we  claim  to  be  a  violation  of  the  order  of  the  court) 
the  $3,500,000  assets  so  acquired;  and  that  was  distributed  among  the  holders  of 
the  trust  certificates  after  the  courts  ordered  them  to  withdraw  from  the  trust. 
They  were  interrogated  further  as  to  what  they  have  Qince  done  with  the  accu- 
mulations of  the  Standard  Oil  Company.  They  have  attempted  to  account  for 
their  accumulations  bv  charging  off  in  profit  and  loss  accounts  hj  way  of  depre- 
ciation in  the  plant.  'iThese  figures  I  can  furnish  you.  Mr.  Squires  claimed  (he 
refused  to  produce  the  books)  and  gave  as  his  conclusion  February  7, 1895,  that 
$230,019.96  was  charged  off  for  depreciation  of  plant  December  31, 1894,  and  on 
or  about  May  13, 1896,  they  charged  off  $1,200,000  more  for  depreciation  of  plant. 
They  hold  $700,000  in  (Government  bonds. 

Q.  Is  that  amount  charged  off  for  depreciation  supposed  to  include  the  dismantling 
of  any  plant  they  had  purchased  ana  put  out  of  operation? — A.  No.  The  Stand- 
ard Oil  Company,  as  a  '*  going  "  concern,  had  accumulated  assets  all  these  vears, 
according  to  our  theory.  They  only  redeemed  51  and  a  fraction  per  cent  of  trust 
certificates,  or  enough  to  have  the  control,  and  they  continue  as  they  always  have.* 
These  Standard  Oil  trust  certificates  are  still  on  the  market,  ana  are  nourished 
in  some  way,  or  they  would  not  be  paying  these  trust-certificate  dividends.  The 
other  19  companies  must  at  least  be  nourishing  them.  The  Standard  Oil  Com- 
pany of  Ohio  had  to  account  for  the  distribution  of  its  income.  It  had  this  theory , 
viz,  that  it  has  earned  nothing  since  the  decree,  but  will  not  produce  the  commer- 
cial books  to  corroborate  it. 

BOOKS  BUBNED  BY  THE  TRUST.* 

Q.  How  about  the  charffe  of  burning  their  books?-— A.  We  adjourned  on  the 
night  of  February  15,  on  Thursday,  and  they  were  required  to  appear  before  the 
court  on  the  following  Tuesday  to  show  reason  why  they  should  not  abide  by 
the  order  of  the  master  and  the  decree  of  the  court  and  produce  their  commercial 
books.  We  received  an  anonymous  communication  that  they  had  burned  their 
books.  We  subpoenaed  certain  parties  and  had  them  testify  as  to  tho  fact.  The 
information  to  tne  State,  after  following  up  the  matter,  was  that  they  had  burned 
16  boxes  of  books.  I  give  you  Mr.  McKimey's  testimony  touching  upon  the 
subject. 

Attorney-General  Monnett  then  read  extracts  from  the  testimony  of  Mr.  John 
McNimev  as  to  ^e  burning  of  the  books.  The  direct  examination  of  Mr.  McNir- 
ney  in  full  is  as  follows: 

John  McNirney,  of  lawful  age,  being  by  me  first  duly  sworn,  as  hereinafter 
certified,  deposes  and  says  as  follows: 

Q,  (By  Mr.  Monnett^  State  your  name  and  residence  to  the  notary. — ^A.  John 
McJNimey,  85  Oregon,  Cleveland,  Ohio. 

Q.  What  is  your  business,  Mr.  McNirney?  What  company  are  you  working 
for?— A.  The  Standard  Oil  Company. 

Q.  How  long  have  you  been  working  for  them,  and  what  time?— A.  Three  years 
next  September,  as  car  builder  and  repairer. 

Q.  On  what  street  is  their  car-building  works?— A.  On  Broadway,  I  believe. 

Q.  Where  are  the  general  offices  of  the  Standard  Oil? — A.  As  I  understand,  on 
Euclid  avenue,  what  they  call  the  Standard  block;  and  they  have  got  another 
general  office  for  the  shop  on  Broadway. 

Q.  Then  part  of  the  works  is  on  Indei)endence  street,  is  it  not? — A.  I  believe  it 
is.  Now,  1  dont  Imow  anything  about  that.  I  know  that  the  works  where  I 
work  is  on  Broadway. 

Q.  In  the  car  shops? — ^A.  In  the  car  shops;  the  hill  shop. 

Q.  You  may  state  whether  or  not  you  were  called,  on  or  about  Saturday  the 
19tn  of  November,  to  the  general  offices  to  do  any  work  in  the  way  of  removing 
boxes  or  books,  or  anything. — ^A.  Yes;  I  was. 

Q.  You  may  state  just  what  that  work  was,  and  commence  with  the  first. 
What  time  of  day  did.  you  get  there? — ^A.  We  got  there  about  11  o'clock  in  the 
forenoon. 

Q.  What  was  the  first  thing  you  did?  What  did  you  help  do?— A.  The  first 
thing  we  did  was  to  lower  a  lot  of  books  fi'om  the  fifth  story  to  the  ground  floor. 


>  See  Mr.  Archbold,  p.  674.  *  Ckimpare  the  testimony  of  Mr.  Archbold,  p.  543. 
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Q*  Lower  them?— A.  I  didn*t  sa^r  books;  I  say  boxes.  I  dont  know  what  was 
in  the  boxes.  To  lower  a  lot  of  freight  boxe&— supply  boxes.  We  call  them  sap- 
ply  boxes. 
Q.  Did  yon  help  x>ack  the  boxes  or  anything?— -A.  No,  sir. 
Q.  Whom  did  you  lower  them  to?  What  teamsters,  if  yon  know  any  of  them? — 
A.  There  was  a  teamster  there,  bat  we  was  going  to  take  the  books — I  say  boxes — 
ont  in  front;  bnt,  as  I  understood,  the  janitor  objected  and  said  we  mnst  not 
take  them  out  in  front;  we  must  take  them  out  in  the  rear  of  the  building. 

Q.  You  lowered  these  boxes  with  a  tackle  from  the  rear  window?— A.  No;  on 
the  passenger  elevator. 
Q.  You  lowered  them  with  that?— A.  With  that;  yes,  sir. 
Q.  What  was  done  with  them  after  that?    What  teamster?— A.  We  took  them 
up  again.    When  they  objected,  we  took  them  ui^tairs  again. 

Q.  Then  what  was  done  with  them?— A.  Then  we  lowered  them  from  the  back 
window  down  in  the  yard  in  the  rear.  ^ 

Q.  What  kind  of  a  device  did  you  use  to  lower  them  with?— A.  A  tack  e. 
Q.  What  teamsters,  if  any,  got  them?— A.  I  could  not  tell  you.    I  could  not 
swear  to  the  name  of  the  teamster.    I  know  him,  but  in  our  capacity  we  don^ 
come  in  contact  with  the  teamsters  very  much. 

Q.  Was  Edward  0*Heam  one  of  them?— A.  I  could  not  swear  that  was  his 
name.  I  would  not  swear  that  was  his  name.  I  know  him  personally,  but  I 
don't  know  his  name.  I  meet  him  everv  day,  but  I  don't  know  what  his  name  is. 
You  would  know  him  if  you  saw  him? — ^A.  Yes. 
A  black-mustached  man,  about  your  age?— A.  An  Irishman. 
A  little  heavier  set?— A.  Yes,  sir;  I  would  know  him  if  I  saw  him  again. 
I  see  him  every  day.    I  don't  know  his  name. 

Was  there  any  other  man  assisting?— A.  Yes,  sir. 

Who  assisted  you?— A.  Moran. 

Moran;  what  is  his  business? — ^A.  He  is  a  car  builder  and  laborer. 

Do  you  know  a  man  by  the  name  of  Gabeline? — ^A.  Yes;  I  know  him. 

Did  he  assist  you?— -A.  I  believe  he  was  at 

Where  was  he;  at  the  offices  or  the  carworks?— A.  At  the  general  offices. 
Do  you  know  a  man  by  the  name  of  Shaf  er?— A.  Yes. 
Was  he  assistingin  any  way?— A.  I  believe  he  was  there,  too. 
At  the  general  offices? — ^A.  At  the  general  offices. 
What  old  they  do? — A.  They  assisted  to  lower  the  boxes. 
After  they  were  removed  and  taken  down  the  tackle,  then  where  were  they 
talfen  to? — ^A.  I  believe  they  went  to  the  warehouse. 

Q.  Did  you  ever  afterwards  see  them;  and  if  so,  what  did  you  do  with  them? 
Did  you  after  that  see  the  same  boxes? — A.  I  saw  the  books;  I  don*t  swear  they 
are  books,  because  I  don't  know  what  was  in  the  boxes. 

Q.  Where  were  they  when  you  saw  them  the  next  time — ^the  same  boxes? — ^A. 
In  the  warehouse. 

Q.  You  may  state,  then,  if  you  had  anything  to  do  with  the  opening  or  burning 
any  books  about  that  time.— A.  Yes,  sir;  we  did  bum  some  oi  those  books  next 
Monday.  No;  we  didn't  bum  them  all;  I  don't  think  we  burned  all  we  took  ont. 
I  did  not  keep  no  track,  and  wasnt  interested,  and  don't  know  how  many  books 
we  burned. 

Q.  Did  you  have  more  than  one  burning;  were  you  at  it  more  than  once? — A. 
Yes,  sir;  twice.    The  first  lot  we  burned  in  the  car-shop  furnace. 
What  sized  books  were  those?— -A.  Lar^  and  small. 

Give  the  size  of  the  big^st  ones,  the  thickness. — ^A.  That  high  [indicating]. 
That  would  be  2i  feet  high? — A.  Well,  I  don't  know.    I  say  about  20  inches. 
The  books  were  about  20  inches? — ^A.  The  chest  about  20  inches,  and  they 
come  up  to  the  top. 

Q.  At)out  how  thick  were  they? — ^A.  All  sizes;  I  didnt  pay  no  special  attention. 
We  burned  some  big  boxes  and  some  small  ones.  I  wouldn't  swear  how  big  they 
were. 

Q.  You  held  this  way:  about  8  inches  high  and  6  inches  wide. — ^A.  We  didn't 
pay  much  attention ,  because  we  had  to  get  them  in  there  quick.  I  know  they  were 
large,  heavy  books,  almost  as  much  as  a  man  could  lift,  some  of  them;  what  I 
call  ledgers — ^large  books. 

Q.  Did  you  bum  up  loose  pax>ers? — ^A.  Yes,  sir;  we  burned  papers  and  letters 
in  a  sack. 

Q.  How  many  were  left  to  bum  the  next  night  or  on  Monday  night,  you  say? — 
A.  I  think  we  burned  9  chests  and  6  sacks.  Those  Sacks  were  all  letters;  copying 
books,  I  should  think,  or  something  like  that.    Loose  papers,  waste  i^aper,  I  say. 
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Q.  Letter-press  books  and  letters  and  waste  paper? — ^A.  I  should  say  waste 
paper. 

Q.  How  many  chests  were  there  originally,  about;  do  yon  remember  how  many 
made  a  load? — A.  Sixteen,  I  believe,  made  a  load;  16  chests. 

At  the  fnmace,  who  helped  you  throw  them  in?— A.  Moran. 
What  is  his  x)osition? — ^A.  Car  builder  and  repairer. 

What  is  his  first  name,  do  you  know?— A.  I  couldn't  tell  that;  you  know, 
although  I  know  him  2  or  8  years,  yet  I  don't  know  his  name.  We  work  with 
them  every  day  and  don't  know  their  first  names. 

Q.  Is  he  your  boss? — A.  He  is  a  young  fellow;  he  used  to  cut  bolts;  he  was  a 
kid,  about  20  years;  he  used  to  cut  bolts. 

Q.  Were  there  any  of  the  books  that  were  not  burned  that  were  concealed  down 
there  in  that  package  or  hid  away? 

^Objected  to.) 

A  What  I  finow— I  don't  think  we  burned  all  the  books,  because  we  took  more 
than  we  burned,  as  far  as  I  know.    I  don't  know  anything  about  that. 

Q.  Who  else  about  the  offices  up  there — at  the  general  offices — assisted  in  this 
in  any  way  besides  Moran;  do  you  know? — ^A.  In  tne  burning  of  the  booksi 

Q.  Either  at  the  offices  or  in  the  burning  of  the  books;  what  other  parties? — ^A. 
I  don't  know  their  names. 

Q.  What  part  did  Gabeline— did  he  help  take  them  out  of  the  boxes?— A.  No; 
he  didn't  help  to  take  anything  out  of  the  ooxes.  He  did  not  know  what  was  in 
the  boxes. 

Q.  He  just  helx)ed  move  the  boxes  up  at  the  offices? — A.  Yes,  sir;  we  were  short- 
handed,  and  they  sent  a  party  from  the  car  shop  to  assist  us  load  the  boxes  at 
night. 

Q.  Were  the  boxes  themselves  loaded  at  night,  after  they  were  taken  down  by 
the  tackle? — A.  The  boxes  were  locked  when  we  weftit  there — all  nailed  up  and 
locked,  securely  locked;  I  don't  know  whether  they  were  securely  locked;  some 
of  them  had  no  locks  on. 

Q.  You  desciibed,  if  I  understood  you,  as  having  taken  them  down,  or  a  part  of 

them  down  in  the  elevator  first,  and  then  the  elevator  man . — ^A.  The  janitor 

objected,  and  we  had  to  take  them  up,  if  I  understood  that. 

Q.  The  reason  you  had  to  take  them  back  again  and  he  would  not  let  you  come 
down  the  front  way,  you  had  to  take  them  out  of  the  back  window?— A.  Yes,  sir; 
that  is  the  reason  we  had  to  lift  them  to  the  third  story  and  lower  them  out  of  the 
back.  We  could  have  done  very  quickly  if  we  could  have  taken  the  boxes  in  the 
front. 

(J.  What  street,  then,  was  the  wagon  backed  up  on? — A.  There  is  no  street  there; 
it  is  a  yard. 

Q.  How  many  different  teamsters  do  you  think  had  a  hand  in  hauling  the  stuff? — 
A.  Now,  I  think  there  was  about  three;  I  don't  know  the  name  of  the  teamsters; 
the  first  load  I  don't  know  anything  about.  They  took  the  first  out  on  Friday — took 
that  up  to  the  offices,  and  we  destroyed  that  load  in  the  morning.  I  don't  know  who 
brought  that  load  up. 

Q.  Was  it  Saturday  morning  that  you  destroyed  them? — A.  Yes;  Saturday  morn- 
ing, and  O'Heam,  I  guess,  was  the  man's  name  that  took  the  2  loads  on  Saturday 
night. 

Q.  Were  they  the  same  boxes  each  time,  and  return  the  empty  boxes?— A.  No,  I 
would  not  say  the  same  boxes;  they  have  lots  of  boxes — any  amount  of  them,  hun- 
dreds of  boxes. 

3.  What  kind  of  sacks  were  thoee?—A.  Gunny  sacks;  common  ones. 
.  About  how  high  would  they  be  when  they  were  full? — ^A,  About  that  high 
[showing] . 

Q.  About  2  feet  high? — A.  Potato  sacks;  what  commissioners  use  for  potatoes. 

Q.  Gunny  sacks,  such  as  commissioners  use  for  putting  potatoes  in? — ^A.  Yes, 
sir. 

Q.  The  first  time  you  burned  them,  about  what  hour  did  you  commence  burning 
them  down  there  in  the  car  shops?— A.  I  don't  know  about  the  hour;  probably  8 
o'clock. 

Saturday  morning? — ^A.  Half  past  7  or  8. 
On  Saturday  morning  was  the  first? — ^A.  Yes,  sir. 

Then  when  did  you  commence  on  the  second  time? — ^A.  We  commenced  then 
about — ^Monday  we  commenced  about  10;  maybe  half  past  10. 

Q.  The  same  parties  present;  each  time? — A.  Yes,  sir.  Now,  not  all  the  parties, 
because  only  2  of  us  fired  the  pump-house  boilers. 

Q.  Why  did  you  change  from  the  car-shop  furnaces  to  the  pump^house  boUer?^ 
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A.  As  I  understood  it,  becatuse  they  put  the  steam  down — ^the  books  would  not 
bum. 

Q.  How  do  yon  mean— putting  the  steam  down? — ^A.  In  the  car  shops  they  fire 
with  shavings  from  the  cooper  shop  and  car  shop;  there  is  nothing  but  bones  and 
shaving  and  small  stuff  goes  in  there. 

Q.  It  don't  keep  a  steady  fire?— A.  Yes;  the  shavings  keep  a  steady  fire;  but  when 
books  went  in  they  didn't  bum  rapid  enough  to  keep  steam  up,  so  the  steam  went 
down.  ^^ 

Q.  And  then  you  had  to  go  over  to  the  other  shops.  What  kind  of  furnaces 
have  you  at  the  second  shop?— A.  Just  a  common — I  g^ess  Sterling  boiler;  I  don't 
know  the  name  of  the  boiler.  I  know  we  fired  the  boiler  from  about  10  o'clock, 
I  guess,  till  half  past  1 — we  put  these  books  in. 

Q.  Large,  solid  books  bum  fast  or  slow? — A.  I  judge  they  burned  Mnd  of  slow. 
Paper  burned  all  rivht  and  kept  up  good  steam. 

Q.  But  the  heavy  books  in  the  first  furnace  practically  put  the  fire  down  so  low 
that  you  could  not  run? — ^A.  I  don't  know;  but  that  is  what  I  understood. 

Q.  How  far  is  the  second  furnace  from  the  first  one — ^the  same  building? — ^A. 
No;  there  is  the  pump  house  on  the  river,  and  the  car  shop  is  on  the  hill. 

Q.  The  last  books  were  burned  by  the  river  in  the  pump  house? — A.  Down  by 
the  river. 

Q.  Who  all  did  you  see  up  there  at  the  general  offices  besides  the  two  you  have 

g'ven?    Moran  is  one  you  have  g^ven  and  Qabeline  is  another. — A.  Me  don*t 
low  anything  about  the  burning  of  those  books. 

Q.  Moran  helped  you  at  the  general  offices;  Moran  helped  you  each  plaoe  at 
the  general  offices? — ^A.  Through  the  whole  transaction. 

Q.  Through  the  whole  transaction?— A.  Yes. 

Q.  From  whom  did  you  get  your  orders  to  go  up  to  the  general  offices  and  do 
the  burning? — ^A.  The  car-shop  foreman. 

Q.  That  IS  this  Mr.  Moran?— A.  No. 

Q.  Who  is  the  car-shop  foreman? — A.  His  name  is  G^rge  Fields;  he  is  t^e  car- 
shop  foreman,  or  was  at  that  time,  because  the  master  car  builder  was  away  at" 
that  time,  and  he  was  acting  as  master  car  builder. 

Q.  When  did  he  g^ve  you  these  orders,  with  reference  to  the  first  that  you 
started  out;  on  the  same  day,  on  Friday?— A.  What  orders? 

Q.  To  go  after  these  books,  or  to  go  up  to  the  general  offices?— A;  Yes,  he  gave 
me  orders  to  go  up  to  the  general  offices  and  get  these  books. 

JQ.  About  what  time  of  day  was  that  on  Friday?- A.  On  Friday,  I  should 
'uoge,  about  half  past  9  or  10  o'clock  in  the  morning.  We  ^t  up  here  about  11. 
should  say,  as  near  as — ^I  would  not  swear  to  the  exact  time,  oecause  I  dont 
know,  though  it  was  before  dinner  time  when  we  got  up  there;  the  clerks  were 
all  there  yet. 

S,  The  clerks  were  all  in  the  office  yet? — ^A.  When  we  got  up  there. 
.  Was  anybody  in  the  office  when  you  were  moving  these  boxes  out? — ^A, 
They  were  all  in  tnere — all  the  clerks. 

Q.  Did  anybody  up  there  give  you  directions  about  getting  them  out  other 
than  Moran?  Who  g;ave  you  directions  about  where  to  get  the  boxes  up  at  the 
offices?— A.  They  had  the  boxes  tagged  for  distribution. 

Q.  What  places  were  they  tagged  to — ^to  what  places  were  you  to  take  them? — 
A.  Well,  now,  I  couldn't  tell  that;  I  don't  know  whether  tney  were  tagged  for 
the  car  hill  shop,  or  just  Charles  Hogan,  for  distribution. 

Who  is  Charles  Hogan? — ^A.  He  is  general  superintendent,  as  I  xmderstand. 
Tagged  to  him.    Where  does  Charles  Hogan  nold  forth? — ^A.  What  Is  that? 
Where  does  Charles  Hofi^an  have  his  headquarters,  at  the  Broadway  or  Inde- 
pendence street  shop? — ^A.  I  believe  his  headquarters  is  at  Broadway. 
,  Q.  What  kind  of  a  looking  man  is  he?— A.  A  fine  looking  man. 

Q.  Black-moustached  man? — ^A.  No.    He  is  a  young  man;  he  has  got  no  mous- 
tache at  all;  smooth-shaven,  clean-faced;  not  a  verv  oldish  man.    He  is  superin- 
tendent.   He  can  tell  you  more  about  those  books  tnan  I  can. 
Q.  That  is  Charles  Hogan?— A.  Charles  Hogan. 
Q.  I  was  informed  he  could,  but  we  were  not  able  to  subpoena  him  yet. 

Q.  (By  Mr.  Jenks.)  You  believe  these  books  that  were  burned  were  the  onee 
you  required  Mr.  Squireato  produce?— A.  That  is  the  fair  legal  presumption  hrom 
the  testimony,  considering  uie  size  of  the  books,  the  size  of  the  boxes,  tiie  num- 
ber, the  circumstances,  and  the  refusal  to  produce  them  afterwards,  al^ough 
Mr.  EQine  in  ox>en  court  stated,  that  they  had  not  destroyed  them,  that  they  had 
them,  yet,  and  that  they  would  not  produce  them  on  the  request  of  l^e  chief 
justice  of  the  court.    They  absolutely  refused  to  produce  them,  and  rd^ed  upon 
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their  constitational  privilege  to  refuse  to  answer.  The  exact  testimony  as  to  the 
burning  of  the  books  I  will  furnish  you  for  your  own  conclusions.  The  only  pur- 
pose in  Dringing  it  in  here  is  to  show  you  we  are  adopting  their  explanation  as  to 
their  profits,  the  way  they  distribute  them,  etc.,  the  reason  being  that  we  do  not 
have  the  substantive  evidence  which  they  keep  from  the  public. 

Q.  You  have  sjioken  of  the  trust  certificates— perhaps  you  can  furnish  us  a  copy 
of  those. — ^A.  Yes;  I  also  hand  you  this  list  of  dividends  declared  by  the  Standard 
Oil  Trust  and  the  amounts.    It  is  part  of  Mr.  Rockefeller's  testimony. 

DISTRIBUTION  OF  THE  TRUST  CERTIFICATES — SALARIES. 

Q.  (By  Mr.  Phillips.)  For  what  period?— A.  Covering  from  1892  to  date,  if 
you  wish  them.  If  you  care  to  have  it,  I  will  ftumish  you  a  cony  of  a  share  of 
trust  certificates  that  were  issued  to  the  original  stockholders,  Mr.  Rockefeller 
receiving  more  than  any  other  man.  He  received,  January  1, 1882,  for  his  stock 
in  the  Standard  Oil  Company  of  Ohio  alone,  191,700  trust  certificates.  His  inter- 
ests in  the  Standard  Oil  Company  of  Ohio  netted  him  in  trust  certificates  alone, 
at  that  time,  a  par  value  of  $19,170,000.  Mr.  Rockefeller  receives  $30,000  a  year 
salary,  as  I  understand  it,  from  the  Standard  OH  Company  of  OMo,  which  was 
Ute  amount  he  received  orimially  as  chairman  of  the  trustees  of  the  Standard 
on  Trust.  The  trustees  of  the  trust  held  466,280  shares.  They  also  held  more 
than  half  of  85,000,  about  23,814.  Mr.  Rockefeller  seems  to  have  held  the  majority 
of  these,  or  the  balance  of  power-— that  is,  of  the  17,500  shares  he  holds  9,585  shiu'es. 

MR.   ROCKEFELLER  HAS  ABSOLUTE  CONTROL. 

Q.  That  ffives  him,  individually,  absolute  control?— A.  Yes;  it  is  a  scheme 
whereby,  when  these  20  companies  were  once  in  the  trust  under  the  control  of 
the  9  trustees,  Mr.  Rockefeller  could  control  the  trustees.  It  is  practically  a 
1-man  i>ower  for  the  whole  organization,  and  when  you  look  at  it,  he,  as  an  indi- 
vidual stockholder,  assigned  to  himself  as  a  trustee,  and  then  as  a  trustee  assigned 
to  himself  as  liquidating  trustee,  which  he  is  still.  He  has,  with  his  henchmen, 
the  xx>wer  to  fix  his  own  salary  and  those  of  the  trustees,  and  when  sifted  to  the 
bottom  I  think  it  is  a  fair  deduction  to  say  that  he  has  control. 

Q.  (By  Mr.  Jenks.  )  If  I  understand  you,  he  does  not  need  the  aid  of  his  **  hench- 
men?"—A.  Not  for  part  of  these  comi)anies.  Before  a  man  could  have  his  trust 
certificates  reconverted  into  constituent  stock  and  get  out  of  the  trust  he  would 
have  to  hold  $66,000  worth.  In  other  words,  the  men  who  hold  the  larger 
amounts  and  who  are  the  trustees,  are  able  to  convert  their  certificates  and  still 
hold  the  balance  of  power  in  the  20  constituent  companies,  having  the  voting 
power  now  as  they  had  before.  They  have,  to  all  intents  and  purposes,  the  oppor- 
tunity, at  least,  to  absolutely  control  the  20  companies  as  much  as  they  nad 
before  the  decree;  the  decree  has  not  bothered  them  except  in  bookkeeping. 

Q.  WiU  you  make  it  a  little  clearer  how  the  organization  of  this  company 
brings  that  about? — ^A.  I  understand  that  the  owners  of  the  orijnnal  constituent 
stock,  in  turning  it  all  over  to  the  9  trustees,  got  in  return  a  fractional  part  of 
the  stock  of  every  one  of  the  other  companies.  When  they  came  to  convert  their 
trust  certificates  Dack  into  constituent  stock  they  did  not  own  a  distinct  portion 
in  any  one  company,  but  a  portion  in  all  the  20.  They  might  have  enough 
trust  certificates  to  secure,  we  will  say,  2  shares  in  a  large  company  and  but  3  or 
4  in  any  others,  but  not  enough  to  secure  more  than  fractional  shares  in  the 
small  companies,  from  which  they  could  receive  no  dividends,  fractional  shares 
not  paying  dividends.  *  Therefore,  there  is  no  indi^cement  to  persons  holding  trust 
certificates  to  turn  an  investment  paying  85  i>er  cent  on  their  original  purchase 
into  something  for  which  they  can  get  nothing,  viz,  scrip  or  fractional  shares. 
Such  persons  are  forced  to  stay  in  the  trust,  or  hold  trust  certificates;  but  the 
larger  owners  can  get  theirs  reconverted,  and  they,  being  so  few  in  number,  and 
being  trustees,  are  still  in  command. 

AMOUNT  OP  DIVIDENDS  PAID  BY  THE  TRUST. 

Q.  You  stated  that  the  holders  of  the  trust  certificates  were  receiving  85  per 
cent  on  these  certificates. — A.  I  will  g^ve  you  the  exact  fig^nres.  I  should  say  that 
the  972,500  original  trust  certificates  only  represents  a  part  of  them,  for  they  had 
it  in  their  xjower  under  this  contract  to  issue  practically  what  they  pleased.^ 
December  15, 1898,  the  liquidating  trustees,  that  is,  Mr.  Rockefeller,  representing 

1  See  Mr.  Rogers,  pp.  688, 587.  *  See  Mr.  Archbold,  p.  5ia 
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the  Standard  Oil  Trust  certificates,  held  their  meeting  November  8, 1808,  at  96 
Broadway,  and  December  15, 1898,  adopted  the  following  resolntion: 

New  York,  December  /5, 1898. 

At  a  meeting  of  the  liquidating  tnuteee  of  Standard  Oil  Tmst,  held  November 
8, 18d8,  the  following  resolution  was  adopted: 

Reaolved,  That  there  be  divided,  from  tiie  income  of  the  stocks  still  remain- 
ing  in  the  hands  of  the  liquidating  trustees,  a  sum  equal  to  three  dollars  ($8)  upon 
each  share  of  said  trust;  also  a  further  special  sum  equal  to  four  dollars  ($4) 
upon  each  share  of  said  trust,  payable  on  and  after  December  15,  and  that  the 
transfer  books  be  closed  from  8  p.  m.,  November  16,  to  10  a.  m.,  December  16, 
1898. 

fhiclosed  please  find  check  on  National  City  Bank  of  New  York  for  your  pro- 
portion of  the  distribution,  in  accordance  with  the  above  resolution. 

No  acknowledgment. 

(Signed)  Wm.  T.  Wardwell, 

Assistant  Treasurer. 

The  following  is  the  form  of  the  check: 

No.  A  B  2528.  New  York,  December  15,  1898. 

NATIONAL  CITY  BANK. 

Pay  to  the  order  of  GJeo.  Rice  forty-two  dollars. 

Trustees  to  liquidate  Standard  Oil  Trust. 

By  H.  M.  Flagler, 
$42.00.  Treasurer. 

Being  quarterly  payments,  these  dividends  would  be  at  the  rates  of  12  and  16 
per  cent  per  annum,  which  would  be  nearly  80  per  cent  for  that  year  on  the  orig^i- 
nal  basis  of  value.  According  to  this,  85  per  cent  would  seem  to  be  a  fair  deduc> 
tion.  In  1892.  after  distributing  $8,121,725  surplus,  which  they  had  on  hand, 
among  the  holders  of  972,500  shares,  they  distributed  |8.21  on  each  |100  of  sur- 
plus. On  March  15,  June  18,  and  September  15, 1892,  they  paid  ffi  a  share  upon 
the  trust  certificates.  On  May  20,  September  15,  and  December  15,  1898,  tney 
paid  $8  a  share,  and  on  March  15,  June  15,  September  15,  and  December  15, 1894, 
18  a  share. 

Q.  (By  Mr.  Phillips.)  Is  $8  a  share  generally  a  quarterly  payment  on  $100? 
That  amounts  to  $8,000,000  per  quarter,  $12,000,000  per  annum.—A.  Their  divi- 
dends at  one  place  were  g^ven  at  $24,000,000.  That  included  the  dividend  on 
stock,  51  per  cent  of  the  tmst  certificates  having  been  turned  back  into  stock, 
while  49  per  cent  are  still  held  as  trust  certificates.^  That  is  the  dividend  annually 
on  the  trust  certificates. 

Q.  Three  dollars  per  share  each  quarter?— A.  Yes.  On  March  15, 1895,  they 
paid  $8  a  share,  less  the  income  tax,  which,  I  supxK)6e,  was  returned  to  them;  on 
June  15, 1895,  they  paid  $8  a  share,  less  6  cents  per  share,  in  anticipation  of  the 
income  tax,  the  income-tax  case  being  then  in  the  hands  of  the  court;  on  August 
21, 1895,  they  paid  $8  a  share,  and  on  l^'ovember  20, 1895,  they  paid  $8  a  share  and 
$5  extra.    The  next  quarter,  March  17,  1896,  they  paid  $8  a  share  and  $10  extra. 

Q.  That  would  be  $18,000,000  in  that  quarter?— A.  Yes;  that  quarter.  On 
August  4, 1896,  they  paid  $8  regular  and  $7  extra;  on  November  5, 1996,  $8  regu- 
lar; on  November  18, 1896,  $8  regular  and  $2  extra;  on  February  17, 1897,  $8.07 
extra;  on  May  19, 1897,  $3  regular  and  $7  extra;  on  November  17, 1897,  $8  reg^ular 
and  $5  extra.  That  takes  it  up  to  the  time  for  which  I  asked  data.  I  have  sum- 
marized here  somewhere  the  total  dividends  paid  up  to  that  date.  I  think  I  can 
get  that  for  you.    I  have  summarized  it  in  a  statement  to  t^e  court. 

SALARIES,  ETC. 

What  the  20  constituent  companies  j[)aid  out  to  directors  and  their  respective 
officers  we  have  no  means  of  ascertaining,  except  for  the  one  Ohio  company.  It 
is  probable  their  salaries  run  from  $40,000  to  $SiO,000  for  the  president  of  the  larger 
companies.  Of  course,  under  the  decree  of  the  court,  they  nave  to  pay  these  sid- 
aries  through  some  other  device  than  the  trustees.  They  must  now  pay  them 
through  the  constituent  stock  companies.  Mr.  Rockefeller,  on  cross-examination, 
said  he  receives  his  income  or  dividends  from  his  holdings,  just  the  same  now  as 
he  did  when  the^  were  in  the  trust,  but  in  a  different  form.  He  receives  them  as 
holder  of  a  certain  number  of  shares  in  the  20  companies,  which  he  says  are  now 
resolved  into  constituent  stock,  while  before  that  he  received  it  in  dividends  on 


>  Hee  Mr.  Archbold,  p.  674. 
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trust  oertificates.  Mr.  Corrigan's  testimony  and  the  pleadings  set  forth  that  Mr. 
Rockefeller  held,  since  1892,  a  large  block  of  these  tmst  cer^cates  as  collateral 
security  and  was  the  beneficiary  of  the  income  for  his  protection.  As  I  said,  l^at 
was  in  a  separate  smt,  and  will  be  found  in  the  testimony  of  Mr.  Gorrigan. 

VALOIS  OF  TRUST  CERTIFICATES  BASED  UPON   INCOME. 

The  present  value  of  the  certificates  based  upon  income  is  500  times  972,500.  As 
a  prominent  judee  puts  it:  "  There  is  no  ezx>ert  who  is  better  qualified  to  testify 
as  to  the  value  of  a  plant  than  the  shrewd  manipulator  and  buyer  in  the  open 
market,"  for  he  gathers  all  the  information  that  governs  the  market.  Consider- 
ing the  fact  that  three-sevenths  of  the  trust  certificates  have  not  been  reconverted, 
in  connection  with  Mr.  Rockefeller's  testimony  that  he  gets  his  interest  just  the 
same  now  as  he  did  before,  the  present  value  of  the  aggregate  stock  of  the  com- 
panies and  the  trust  certificates  mav  be  fairly  estimated  at  1486,250,000,  provided 
they  have  not  issued,  as  they  could  under  tiie  trust  agreement,*  more  than  the 
original  amount  of  trust  certificates.  If  that  is  all  of  the  trust  certificates  that 
are  out,  they  would  now  be  worth,  instead  of  $97,250,000,  their  original  estimated 
value,  at  least  5  times  that  amount;  and  if  the  constituent  stock  is  worth,  in  the 
hands  of  the  trustees  or  the  holders,  the  same,  being  in  a  different  form  only, 
that  would  be  the  stock  value. 

Q.  (By  Mr.  Jenks.  )  Have  you  anything  further  in  regard  to  evasions  or  profits 
that  you  can  furnish? — ^A.  No;  you  can  make  your  deductions  from  these  fig- 
ures, I  guess. 

THE  purchase  AND  DISMANTLING  OF  COMPETING  PLANTS. 

Q.  Can  you  give  us  any  inf  rmation  on  the  question  of  the  purchase  by  the 
Standard  Oil  Company  of  competing  companies  and  the  dismantling  of  their 
plants? — ^A.  The  renning  plant  at  Whiting,  Ind.,  has  absorbed  the  business  of  the 
plant  at  Cleveland  since  1892,  making  a  fair  deduction  from  Mr.  Squires's  testi- 
mony that  they  charged  off  the  2  items  I  have  heretofore  given  you.  They  have 
reduced  their  men  more  than  two-thirds  in  Cleveland  and  transferred  them  to  other 
fields.  If  you  will  call  Mr.  D.  W.  Brown,  of  Cleveland,  and  Scofield,  Shurmer  & 
Teagle,  you  will  get  the  data  on  this  subject.  I  am  only  living  the  conclusions. 
After  establishing  the  n^  w  plant  at  Whiting,  they  got  a  freight  rate  to  southern 
fields,  e.  g. ,  New  Orleans,  of  23  cents  a  barrel,  as  against  one  of  about  38  cents  and  a 
fraction  from  Cleveland;  in  other  words,  Scofield,  Shurmer  &  Teagle,  compet- 
ing from  Cleveland,  were  handicapped  by  the  difference  between  33  cents  ana  23 
cents  in  freight  rates,  almost  50  per  cent  more  freight  in  sending  to  a  distributing 
point  in  the  Soutii.  The  commercial  wisdom  of  their  establishing  a  plant  at 
Whiting  and  shippinj^  at  a  lower  rate  over  the  Illinois  Central  is  very  apparent, 
for  no  otlier  competitor  could  start  from  Whiting  or  ship  from  there.  While 
the^  would  not  daa*e,  under  the  interstate-commerce  law^  have  a  different  rate  for 
different  people  from  Cleveland  or  from  distributing  points,  they  managed  to  get 
different  rates  by  changing  their  refineries  to  noncomi^ting  points.' 

As  to  the  dismantling  of  the  plants  at  Marietta,  I  think  I  can  give  you  the  data 
from  Senator  Davis's  ''estimony.  They  practically  dismantled  all  the  competing 
concerns  there  and  a'  Parkersburg,  and  left  nothing  but  a  burnt-out  crater.  The 
last  one  to  go  was  the  Argan  Refining  Company,  which  they  could  not  dis- 
lodge because  its  owners,  Mr.  Rawn  and  Mr.  Peabody ,  were  the  directors  of  the 
Baltimore  and  Ohio  Southwestern  Railway,  and  the  oil  trade  was  a  source  of 
large  profit.  One  of  the  opx)ortunities  for  discrimination  in  freight  rates  con- 
sists in  1^  bookkeeping  arrangements  between  the  Standard  Oil  Company  and 
the  railroads  concerning  the  price  to  be  charged  up  against  the  roads  for  lubricat- 
ing oil  furnished  by  the  Standard.  As  they  did  not  furnish  the  lubricating  oil  to 
the  Baltimore  and  Ohio  Southwestern  under  Mr.  Rawn,  they  could  not  freeze  out 
or  exterminate  the  Argan  Company;  hence  they  bought  the  plant,  paying  $12,000 
a  year  to  remain  idle,  and  are  now  dismantling  it.'  They  have  taken  up  the  pipe 
line  leading  to  the  plant.  Although  the  Argan  continued  selling  oil ,  apparently  in 
competition  with  tne  Standard  Oil  Company,  it  was  in  fact  the  Standard  Oil  Com- 
pany's own  plant.  The  Argan  people  get  $12,000  annually,  besides  a  bonus  that 
was  paid  down.  I  think  the  plant  is  to  remain  idle  for  10  years,  but  at  the  end  of 
10  years,  at  the  rate  of  the  present  disintegration,  it  will  continue  to  remain  idle. 
I  advise  you,  if  you  will  allow  the  suggestion,  to  get  ex-Senator  Davis,  of  Mari- 
etta ;  he  is  a  very  intelligent  gentleman  and  can  give  you  the  data  with  reference 
to  the  destruction  of  competing  plants  at  that  point.  Mr.  Peabody  was  the  other 

1  See  p.  543. 

3  See  Mr.  Wnsteate,  p.  376,  middle;  Mr.  Rice,  Mr.  Page. 

>  Compare  Mr.  Davis,  pp.a51.d61;  Mr.  Archbold,  p.  644. 
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man  who  had  an  interest  in  the  Argan.  They  fnmiflhed  the  Inbricating  oil  to  the 
Baltimore  and  Ohio  Southwestern  from  the  Ars^an.  The  Argan  was  able,  mth 
that  advantage,  to  compete  with  the  Standard,  wmch  could  not  destroy  them. 

Q.  Have  you  any  information  in  reference  to  the  prices  paid  by  the  railroads  to 
the  Standard  for  lubricating  oil?— A.  No;  I  can  not  give  you  correct  data;  you 
can  get  railroad  men  on  that  point;  if  you  caU  Ira  Rawn,  of  Cincinnati,  you  can 

Set  the  information;  Mr.  Peabody  died  about  6  weeks  ago.  After  the  Coming 
eld  was  opened  up,  above  the  Macksburg  field,  they  raised  the  transporting  price 
of  the  pipe  line  to  17  cents.  At  17  cento  it  was  unprofitable  for  the  owners  of 
those  fields  to  ship  oil  to  Parkersburg  or  Marietta.^  In  gaining  control  of  the 
transportation  department,  you  will  fmd,  gentlemen,  lies  the  secret  of  the  main- 
tenance of  discrimination  in  favor  of  commercial  trusts. 

TRANSPORTATION    COMPANIES   BXERCISS   PUBLIC   FUNCTIONS,  AND  COULD  BE  CON- 
TROLLED. 

If  Congress  would  enact  laws,  or  if  the  executive  officers  would  bring  these 
companies  before  the  courts,  they  could  be  punished,  for  it  is  to  be  remembered 
that  the  right  of  eminent  domain  can  not  be  exercised  by  corporations  except  as 
granted  to  them.  The  right  of  eminent  domain  is  authority  ror  a  coriK>ration  to 
take  i^rivate  property  for  public  purposes.  If,  after  it  is  once  so  taken,  the  cor- 
X)oration  having  that  governmental  function  vested  in  it  were  held  down  to  tiie 
same  strictness  in  its  exercise  that  the  Gk)vemment  holds  all  other  officers  exer- 
cising similar  functions,  there  would  be  very  few  of  these  industrial  combina- 
tions. It  is  a  plain  proposition  that  these  trusts  must  necessarily  link  themselvee 
with  sovereignty,  and  it  is  entirel]^  inconsistent  with  the  fundamental  principles 
of  the  €k>vemment  that  corporations  so  obtaining  private  property  should  use 
such  property  in  any  other  manner  than  for  the  puohc  |fOod.  Ii  an  assayer,  or  a 
man  commissioned  to  coin  monev,  who  is  only  exercising  a  govemmentol  func- 
tion, should  clip  the  coin  and  make  it  light  weight,  and  profit  b^  the  difference, 
he  would  no  more  be  violating  the  principleb  of  the  francnise  he  is  exercising,  in 
a  moral  or  commercial  sense,  than  tnese  men  who  take  public  prox)erty,  as  a  pipe- 
line company  or  a  railroad  company,  for  tiie  purpose  of  a  common  carrier,  ^^^ch 
they  can  get  only  through  power  from  the  State,  and  afterwards  use  it  for  private 
ends.  The  remedy  is  simple;  it  is  one  in  which  the  courts  have  never  once  fil- 
tered when  it  is  presented  to  them.  When  a  corporation  exercising  governmental 
functions,  such  as  the  right  of  eminent  domain,  does  not  return  the  contractual 
relation  to  sovereignty  required  of  it,  viz,  that  of  a  common  carrier,  its  charter 
should  be  taken  from  it,  or,  if  that  be  too  drastic,  the  franchises  it  is  now  exer- 
cising should  be  taken  away.  Whenever  a  common  carrier  or  railroad  company 
undertakes  to  water  its  stock  or  to  discriminate  between  one  town  and  another, 
or  whenever  it  undertakes  to  get  advantage  through  a  tank-line  freight  rate  as 
compared  with  a  barrel  rate  or  other  means  of  shipping,  it  could  be  easily  made 
a  ground  for  forfeiture;  it  is  all  under  legislative  control.  It  is  a  violation  of  the 
fimdamental  contract  they  made  when  they  accepted  the  charter.  It  is  not  true 
that  it  is  due  to  a  difference  in  talent  and  aoility  that  such  men  as  the  trustees  of 
the  Standard  Oil  Trust  have  been  able  to  defeat  their  competitors;  it  is  a  matter 
of  a  criminal  abuse  of  the  commercial  privileges  they  have  received.  The  rail- 
road comx>any  or  the  pipe-line  company  has  no  more  right  to  abuse  the  power 
granted  it  by  the  State  in  its  charter  than  the  man  who  is  coining  money  on  con- 
tract for  the  Gt>vemment  has  to  coin  50  cents  of  metal  into  a  dollar;  it  is  just  as 
much  a  crime  as  the  violation  of  any  other  governmental  function  exercised  hy 
an  executive  officer. 

OOVERNHENT  SHOULD  MAINTAIN  COMPETITION. 

Q.  Would  you  favor  the  regulation  of  rates  by  the  Government  itself? — ^A.  I  have 
answered  that.  While  I  am  not  a  believer  in  Government  ownership,  with  the 
present  limited  civil  service,  I  do  say  that  the  remedy  is  for  the  Government  to 
maintain  competition.  The  competition  of  giants  with  one  another  will  regulate 
their  conduct,  but  a  pigmy  can  not  compete  with  a  giant.  There  is  no  one  man 
so  strong  that,  if  the  Government  does  not  assist  him,  he  will  not  find  a 
competitor. 

Q.  Is  it  your  idea  that  the  pipe  line  companies  should  be  forbidden  to  discrimi- 
nate, or  that  the  Government  should  hold  the  rates  down  to  what  is  reasonable? — ^A. 
If  a  pipe-line  company  charges  20  cents,  when  it  costs  less  than  one-tenth  of  a  cent  a 
barrel  per  mile  for  shipping,  it  is  an  abuse  of  a  governmental  function,  and  the 


>  See  Mr.  Davis,  pp.  352, 863. 
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oompaiiy  ought  to  have  its  charter  taken  away  for  exoessiye  chargee.  Persons 
obliged  to  compete  nnder  snch  circnmstancee  are  like  farmers  who  should  have 
to  nay  98  to  $6  a  load  for  hauling  their  wheat,  while  someone  else  has  l^e  pnbUc 
rignt  of  hanling  his  for  a  dollar. 

Q.  Have  you  any  specific  suggestion  as  to  how  that  rate  conld  be  held  down? — 
A.  The  Cndahys.  at  Chicago,  would  mn  a  pipe  line;  they  have  been  for  vears  try- 
ing to  get  a  pipe-line  privilege  in  Indiana  ana  Ohio.  One  of  the  independent  men, 
of  l7ew  York,  said  he  wonld  give  $42,000  for  8  miles  of  line  to  connect  np  his  lines 
with  tiie  seaboard.  Wherever  a  common  carrier  is  undertaking  to  thwart  a  com- 
petitor the  Gk>vemment  ought  to  interfere.  If  the  owner  of  a  public  utility  is 
obliged  to  submit  his  rates  to  open  competition  there  will  be  no  more  oppression 
in  that  department  than  in  any  other. 

GB08S  SBCBIFTB  AND  PROFITS  FROM  THE  BT7BINB88  IN  OHIO. 

To  illustrate,  the  Buckeye  Pipe  Line  had  a  gross  income  in  1898,  ending  May  1, 
from  the  Ohio  fields,  as  I  tmderstand  it— and  this  is  the  sworn  report  of  Mr.  Theo- 
dore M.  Tole— of  about  $6,768,094.64. 

Q.  What  is  Mr.  Tole's  official  position  in  connection  with  the  organization? — 
A.  He  is  called  the  tax  agent  of  the  Buckeye  Pipe  Line  Ck)mi)any.  He  is  of  New 
York.  You  will  find  him  also  making  reports  for  the  ol^er  Standard  companies, 
although  these  companies  claim  they  are  not  a  trust  and  have  no  connection  witii 
tiie  trust.  They  have  a  faculty  of  having  the  same  tax  agent  and  the  same  attor- 
neys and  the  same  telegraph  companies  and  other  common  agents,  that  give  it  a 
colorable  union ,  to  say  the  least.  The  ^oss  receipts  were  $6,763,094.64.  The  uni- 
versal rate  everywhere,  except  on  oil  right  from  the  field  at  Coming,  has  been  20 
cents  a  barrel.  In  1897  their  gross  receipts,  at  20  cents  a  barrel ,  were  $6,800,888. 19. 
Their  gross  receipts  for  1896  were  $5,941 ,567.85.  The  total  gross  receipts  for  these  8 
years  are  $19,495,495.68  for  the  Ohio  business.  Counting  the  shipping  price  at  20 
cents  a  barrel,  the  total  amount  received  from  the  Ohio  fields  for  8  years  would 
be  97,472,475  barrels,  or  over  80,000,000  barrels  a  year.  This,  based  upon  the 
groes  receipts  returned  for  taxation,  is  the  amoimt  shipped  through  the  Buckeye 
Pipe  Line.  The  leaser  gets  60  cents  a  barrel  for  one-sixth  of  the  oil,  and  at  that 
rate  the  landowners  received  out  of  their  Klondike  of  wealth,  for  the  8  years, 
^,747,000.  We  have  no  means  of  knowing  what  additional  royalties  or  sub- 
contracts they  make.  At  the  rate  of  $4  a  barrel,  the  noncompetitive  price  of 
oiL  the  ^pross  receipts  for  Ohio  would  be  about  $120,000,000  a  year. 

Q.  This  is  refined  oil  vou  are  speaking  ofi*— A.  This  is  the  refined  oil  at  their 
noncompetitive  price  oi  selling.  They  get  8  to  11  cents.  I  will  assume  in  this 
that  when  the  ^ckeye  Pipe  Line  Company  give  us  the  gross  receipts  for  Ohio 
business  their  oath  is  correct,  and  that  they  get  20  cents  a  barrel  for  all  the 
Ohio  oil  Bhipx>ed.  The  Ohio  landowners,  for  uie  3  years,  receive  a  little  over 
$3,000,000  annuallv.  It  takes  about  4  barrels  of  crude  oil  to  make  8  of  refined,  and 
tibe  shrinkage  of  1  barrel,  or  one-fourth,  is  made  into  by-products,  such  as  paraf&n, 
axle  fjease,  etc.,  for  which  they  get  as  much  as  the  refined  oil,*  so  that  they 
practicaUv  average,  as  experts  tell  me,  $4  a  barrel,  making,  at  this  time,  about 
$120,000,000  gross  from  the  Ohio  r»roduct.^  Figuring  it  in  round  numbers,  all  over 
Si  to  4  cents  per  gallon  is  net  profit;  it  can  be  delivered  at  that  price  in  Ohio.  In 
fact,  they  cut  it  down  to  4  cents  a  gallon  whenever  they  have  competition.  They 
get  8  to  11  cents  when  there  is  no  competition.  The  value  of  all  the  farm  products 
of  Ohio  (I  mean  by  farm  products  wheat,  wool,  oats,  barley,  live  stock,  etc.) 
taken  from  the  tax-return  valuations  is  between  $52,000,000  and  $58,000,000.  The 
oil  combination's  profits,  if  our  deduction  is  correct,  are  about  e€[ual  to  the  com- 
bined incomes  of  we  farms  in  the  State.  In  other  words,  by  their  system  of  non- 
competition, consumers,  on  the  one  hand,  pay  that  much  more,  and  the  producers, 
on  the  other,  receive  that  much  less  than  they  should.  The^  drive  the  producer 
and  consumer  that  for  ax>art.  There  is  no  secret  in  the  refining  of  oil;  there  is  no 
patent  on  shipping;  it  is  simply  in  stealing  the  powers  of  the  GK>vemment,  thereby 
controlling  transportation.  The  State  is  now  seeking  to  take  away  the  charters 
of  such  companies  as  abuse  their  powers  and  franchises  in  this  way. 

BASIS  OF  THE  LEGAL  PROCEEDINGS  IN  OHIO. 

Our  action  is  based  upon  the  statutes  of  Ohio  and  upon  the  cases  of  Darcy  v. 
AUein  (Coke's  Bejiorts} ,  and  Richardson  v.  Buhl  et  al.  (77th  Michigan,  682) ;  the 
Salt  Company  agunst  Ghithrie  (85th  O.  S.,  666),  and  Emery  v,  Ohio  Candle  Com- 

Smy  (47tn  O.  S.).    It  is  no  new  principle.    That  will  be  the  remedy.    Under  our 
hio  law,  when  a  corporation  violates  its  charter  by  ultra  vires  acts,  or  is  exer- 

>  Bee  Mr.  Archbold,  p.  670.  «  See  p.  816,  and  Mr.  Archbold ,  p.  644. 
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cising  a  franchiM  contrary  to  the  statutes,  the  State  revokes  the  charter,  the 
courts  appoint  2  trustees,  who  have  the  functions  and  powers  of  a  receiver,  who 
take  charge  of  the  business  and  wind  it  up  and  sell  it  to  law-abiding  investors. 
The  iniquity  of  the  Oil  Trust  in  Ohio  is  for  the  owner  or  the  one  producing  the 
oil  and  getting  barely  the  lowest  competitive  price  for  it  to  be  paying  at  the  same 
time  a  trust  price  for  the  refined  product;  and  it  is  no  answer  to  say  that  a  small 
number  of  people  get  the  best  wages  because  they  are  hired  by  the  trust,  when 
the  greht  body  of  the  people  are  contributing  in  receiving  a  mere  pittance  for 
cruoe  oil. 

EFFECT  OF  THE  STANDARD  OIL  COMPANY  ON  WAGES. 

Q.  Can  you  give  us  any  data  regarding  the  effect  of  the  Standard  Oil  Company 
on  wages?  You  called  attention  to  the  fact  some  time  earlier  that  it  threw  a  great 
many  people  out  of  employment  through  the  destruction  of  competing  plants. — 
A.  That  you  will  get  from  men  who  have  the  actual  data.  It  necessarily  throws 
all  the  men  out  of  employment  when  they  dismantle  a  plant. 

Q.  The  specific  data  on  this  point  you  have  not  yourself? — A.  I  can  give  you  the 
original  testimony  later,  when  it  is  printed;  but  if  you  will  get  Mr.  Davis  and  MEr. 
Butts,  of  Marietta,  and  Mr.  Rice,  formerly  of  Marietta,  they  can  give  you  the 
exact  data  and  the  losses.  I  have  given  you  the  facts  concerning  the  Argan  Com- 
pany. The  trust  shuts  out  all  competition  in  the  payment  of  wages,  because 
while  men  may  go  into  the  oil  field  and  buy  oil  they  can  only  ship  it  through  the 
trust's  transportation  department.  There  is  no  competition  in  selling,  for  there 
can  be  no  competition  where  the  Standard  is  the  sole  buyer.  If  you  select  an  oil 
field  anywhere  in  Ohio,  you  can  not  get  to  a  refinery  except  through  their  pipe 
lines.  It  is  true  they  furnish  you  a  market,  but  if  you  do  not  take  their  price  you 
can  not  start  ui);  you  can  not  refine;  the  moment  you  refine  and  go  to  ship  you 
find  yourself  blocked;  they  will  destroy  your  plant  by  reducing  the  value  at  a 
given  point  and  raising  it  at  noncompetitive  points,  so  that  they  will  be  no  losers 
tliemselves.  I  have  a  few  statistics  on  the  prices  of  oil  at  comx>eting  points  and 
noncompeting  points  which  I  will  leave  with  the  commission  if  they  care  to  have  it* 

RELATIONS  OF  THE  STANDARD  OIL  COMPANY  AND  THE  PRESS. 

Q.  Can  you  give  us  any  information  with  reference  to  the  infiuence  of  this 
company  on  public  sentiment?  It  is  asserted,  is  it  not,  that  they  control  the  press 
more  or  less  completely? — A.  Well,  in  view  of  the  fact  that  some  newspaper 
rexK)rters  are  here,  I  presume  it  would  not  be  a  very  wise  thing  to  discuss  that. 
The  Standard  Oil  Company  of  Ohio,  after  this  suit  was  begun,  through  Henry  M. 
Apthorpe,  of  Cleveland,  and  Mr.  Jennings,  of  Columbus,  organized  what  is  known 
as  the  Jennings  Publishing  Advertising  Agency.  At  the  Ume  we  took  our  testi- 
mony at  Marietta  we  foimd  several  men  wno  had  received  marked  copies  of  cer- 
tain papers  in  Ohio  making  a  fervid  defense  of  the  Standard  Oil  Company;  and 
while  they  did  not  try  to  abuse  the  court,  they  were  abusing  the  attorney-general 
and  other  officers  of  the  court,  which  meant,  in  fact,  the  court.  It  was  said  that 
capital  wt^  being  driven  out  of  the  State;  that  the  Standard  Oil  Comi>any  was 
lilH^rsd  in  wages;  that  they  had  given  largely  to  charity,  and  that  they  were  also 
about  to  donate  something  to  one  of  the  State  universities.  I  was  handed  a  con- 
tract while  I  was  examining  a  witness  at  Marietta,  a  typewritten  contract,  that 
they  had  negotiated  the  week  before  for  one  of  the  Marietta  papers. 

(j.  That  is,  to  purchase  the  paper  outright? — ^A.  No;  the  earlier  part  of  this 
contract  referred  to  advertising  the  i>aran(n  and  other  by-products  of  the  com- 
l^any,  and  then  they  had  6  or  8  lines  which  contracted  for  space  on  the  editorial 
l)age,  where  their  matter  was  to  appear  as  news,  and  if  it  aid  not  so  appear,  or 
there  was  any  mark  of  advertising  about  it,  the  papers  were  not  to  receive  any 
iviy .  For  such  matter  as  would  be  furnished  them ,  by  boiler  plate  and  other  means 
Wown  to  the  uewsiwjx»r  world,  they  got  from  20  cents  in  the  larger  cities  down 
to  4  cents  a  line  in  the  smaller  onee,  for  news  items;  and  then  if  the  connty  papers 
were  lissiduous  in  defending  the  merits  of  the  trust  s  charitable  undertakings 
they  would  take  thousands  of  copies  of  them  and  send  marked  cofaes  to  proper 
i^art ieci.  I f  you  have  run  acrt^^  some  of  3rour  constituents  who  are  being  oppressed 
by  the  pricv  of  oil.  they  should  be  satis^ed  thoroughly  by  marked  copies  oc  Gon- 
tou*s  Mairaziuo  and  the  Sandusky,  Ohio,  papers.* 

ij,  ^iW  Mr.  PiiiLLirs.)  You  do  not  mean  to  say  that  Qnnton  s  Hagarine  is  in 
favor  of  trusts,  do  von": — A.  If  you  want  to  get  the  best,  get  Gunton:  I  think  Mr. 
Tole  s  sp«Hvh  vn)^  t^ere.  A  leatding  daily  in  the  State  has  been  having  a  great 
uianv  artiole«i  in  favor  of  trusts  on  one  page,  while  on  other  pagies  appeared 
artioV's  deuiandiug  antitrust  le^slation.  although  Ohio  has  perhaps  as  )S<nngent 
a  law  a^  au^*  8tato  in  the  c\>untry.    They  were  demanding  more  ie^nilation  and 

» S<o  |v  321;  Mr.  l^vkwviod.  p.  3«»;  Mr.  R.v-.  r*.  iv  ocC :  Mr.  Boyle.  ppL  4M.  «^. 
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investigation.  Now,  yon  might  say  they  imagined  oar  tmst  investigation  last 
winter  was  done  to  put  off  ultimate  action.  We  find  that  investigations  similar 
to  this  are  very  nsefnl  in  enabling  a  legislature  to  get  down  to  bed-rock  facts,  as 
in  the  short  session  of  legislatures  no  committee  can  do  what  you  are  doing,  and 
when  legislation  is  backed  up  by  public  sentiment  the  law  can  be  enforced.  I 
have  aimed  not  to  be  partisan  in  this  matter,  but  I  feel  that  the  operation  of  some 
of  the  trusts  in  Ohio  has  been  so  against  the  average  citizen  that  anything  that 
can  be  done  to  relieve  them  ought  to  be  speedily  done. 

STANDARD  OIL  COMPANY  AND  POLITICS. 

Q.  Have  you  any  information  as  to  attempted  influence  of  the  Standard  Oil 
Ck>mx)any  in  politics,  aside  from  whatyou  have  already  explained  and  aside  from 
any  coimection  with  the  press? — A.  Well,  I  expect  it  would  not  be  advisable  for 
me  to  discuss  that.  Mr.  Harris  lives  in  Ohio;  he  may  give  you  the  names  of  con- 
tributors; I  suppose  we  could  all  give  names  of  people  we  suspect  collect  these 
funds,  but  I  do  not  want  to  testify  on  that.' 

Q.  It  may  be  that  you  can  file  official  pax)ers  with  us  or  give  us  transcripts  of 
testimony  in  the  case  of  the  alleged  attempt  at  bribery  of  the  attorney-general  of 
Ohio? — ^A.  I  can  give  you  just  what  I  file  with  the  court,  when  the  testimony  is 
through.    I  shall  be  glad  to  give  you  an  official  transcript  of  whatever  is  taken. 

METHODS  OP  DRIVING  OUT  COMPETITION. 

Q.  CJan  you  give  us  any  official  information  with  reference  to  any  other  trust 
organization  in  the  State  of  Ohio  besides  the  Standard  Oil  Company?  You  have 
already  spoken  briefly  with  reference  to  combinations  of  insurance  companies; 
can  you  tell  us  with  reference  to  any  others? — A.  Before  I  leave  the  Standard  Oil 
Company  it  might  be  interesting  to  the  commission  to  speak  of  the  means  which 
they  adopt  for  driving  out  competitors.  Mr.  W.  H.  Clark,*  of  Newark,  Ohio,  for 
7  years  an  employee  of  the  Standard  Oil  Comxmny  in  their  retail  department, 
would  ^ve,  I  think,  full  information  to  the  commission  on  the  subject.  After  he 
left  their  employ  they  arrested  him,  charing  him  with  embezzlement;  they  onlv 
found  this  charge  aeainst  him,  as  his  testimony  showed,  after  he  commenced  sell- 
ing independent  oil  for  an  independent  company.  He  has  had  the  same  experience 
as  the  testimony  before  our  trust  committee  showed  that  all  competitors  have. 
His  sworn  testimony  is  that  he  sold  4  grades  of  oil  for  the  Standard  Oil  Company 
out  of  1  tank;  that  he  turned  the  faucet  to  the  right  for  1  kind,  to  the  leit  for 
another;  and  that  if  that  did  not  suit  the  customer  he  went  to  the  front  end  of  the 
wagon  and  switched  the  faucet  there  a  little.'  The  Standard  Oil  Company  cor- 
roborated that  a  little,  except  that  they  said  they  ^ave  a  higher  grade  of  oil  than 
that  called  for,  if  they  did  not  have  the  grade  desired,  at  the  same  price.  That 
was  their  defense  to  it. 

They  have  a  plan  of  sending  agents  around — I  think  competitors  call  them  buz- 
zards— where  tnere  is  competition,  to  follow  up  the  competitor*8  wagon,  take  the 
nam  of  the  customer  and  me  amount  of  oil  sola,  and  mail  it  to  the  central  office  of 
the  division.  A  sx)ecial  agent  of  the  Standard  Oil  Company  is  then  sent  out  who  fol- 
lows up  the  competitor,  making  tests.  He  will  clean  up  the  lamp  of  the  customer 
of  the  competitor,  make  a  test,  and  then  leave  their  own  oil  of  as  high  a  grade  as 
the  competitor's.  If  they  can  not  succeed  in  that  way  they  then  commence  cut- 
ting rates,  and  the  rates  are  cut  until  they  are  below  a  living  price  or  until  they 
have  driven  out  the  competitor.  Then  the  man  who  is  inspecting  and  following 
the  competitor  goes  to  another  tovni  where  the^  have  competition.  When  they 
have  driven  out  competition  in  a  given  town  the  oil  goes  back  again  to  the  old  price. 
They  sold  oil  for  4  cents  at  Dayton,  where  they  had  competition,  while  at  Urbana 
it  was  8.  These  towns  are  but  a  short  distance  apart.  You  will  find  when  you 
get  experts  upon  it  that  they  have  not  only  had  the  same  grade  of  oil  at  different 
prices  in  the  same  town  at  the  same  time,  but  that  they  have  had  as  much  as  50 
and  60  per  cent  difference  in  towns  80  miles  apart. 

THE  TRUST  PROBLEM  STATED  BY  LORD  COKE. 

The  experience  has  been  substantially,  I  think,  as  Lord  Coke  put  it  in  that  orig- 
inal proposition.  I  would  like  that  to  ko  into  my  testimony.  He  laid  down  the 
proposition  that  every  court  from  that  day  to  this  has  substantially  followed.  I 
cite  that  case,  which  is  approved,  and  which  is  a  very  good  analysis  for  a  com- 
mission or  a  court  to  go  by.  It  is  the  old  case  of  Darcy  against  Allein  (Coke's 
Reports,  Part  XI,  84  b).    He  says:  (1)  "  That  the  price  of  the  same  commodity 

» See  Mr.  Archbold,  p.  544. 

3  Comparo  testimoDV  of  W.  H.  Clark  and  B.  A.  Mathews.    See  also  Mr.  Archbold,  p.  ML 

>  See  Mr.  Clark,  pp.  831,  332,  338:  Mr.  Mathews,  pp.  40^-494. 
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will  be  raised,  for  lie  who  has  the  sole  selling  of  any  commodity  may  well  make 
the  price  as  he  pleases."  (2)  ''The  incident  to  a  monopoly  is,  that  after  the 
monopoly  is  granted  the  commodity  is  not  so  good  and  merchantable  as  it  was 
before,  for  the  patentee,  having  the  sole  trade,  regards  only  his  private  benefit  and 
not  the  commonwealth. "  (8)  * '  It  tends  to  the  impoverismnent  of  divers  artificers 
and  others,  who  before,  by  the  labor  of  their  hands  in  their  art  or  trade,  had  main- 
tained themselves  and  their  families,  who  will  now  of  necessity  be  constrained  to 
live  in  idleness  and  begou-y." 

Q.  (By  Mr.  North.)  What  is  the  date  of  that  case?— A.  It  is  an  old  case,  two 
centuries  old;  it  has  been  cited  by  all  onr  authorities.  It  is  an  analysis  of  the 
effect  of  trusts;  you  have  the  benefit  of  all  the  courts  in  England  and  tus  country 
who  have  followed  that  decision. 

P06ITION  OP  THE  BNOUBH  CX)URTS. 

Q.  Are  there  any  analogous  English  cases? — A.  Oh,  yes;  they  commenced  in 
Queen  Elizabeth's  time  by  the  sale  of  franchises,  bv  which  one  person  could  buy 
and  sell  exclusively  all  of  one  commodity;  and  in  the  case  of  salt  and  iron,  where 
court  favorites  having  exclusive  control  had  become  so  rich  and  arrogant  in 
dividing  with  sovereignty,  the  courts,  independent  of  parliamentary  acts  and 
independent  of  precedent,  revoked  their  charter,  or  individual  franchise,  for  it 
was  then  csdled  a  franchise.  Since  then,  if  you  look  down  through  the  reigns  of 
the  G^rKes  and  Victoria,  you  will  find  that  they  have  had  parliamentary  legis- 
lation ana  court  decisions  down  to  date  against  monopolies.  Under  some  par- 
liamentary acts  they  have  sustained  a  limited  monopoly.  In  transportation  you 
will  find  England  has  sustained  what  we  call  pooling,  but  under  our  decisions 
pooling  is  as  obnoxious  as  any  trust.  The  steamship  companies  have  succeeded 
m  getting  a  parliamentary  act  relating  to  pooling  in  rates  that  has  been  sustained. 

Q.  ^By  Mr.  Jbnks.)  In  the  Mogul  Steam  Navigation  Company  case? 

Q.  {Bj  Mr.  North.)  Have  you  any  knowledge  of  the  methods  of  the  Qerman 
Empire  in  that  case?-— A.  No;  nothing  more  than  a  text-book  knowledge,  tiie  same 
as  you  have  access  to.    You  have  access  to  all  that. 

Q.  (By  Mr.  Jenks.  )  Can  you  take  up  the  case  of  some  of  these larp;er  comiianiee 
that  you  have  brought  suit  against?— A.  Well,  I  have  brought  suit  against  the 
brewery  trust  of  Cleveland. 

PRESENT   STATUS  OF  TRUST  LITIGATION  IN  OHIO. 

Q.  (By  Mr.  Phillips.)  Before  passing  to  that,  would  you  be  willing  to  give  to 
the  commission  the  present  status  of  the  litigation  aj^ainst  the  Standard  Oil  Com- 
pany in  your  State?— A.  The  Standard  proper  of  Ohio,  as  I  said  in  the  beginning, 
nas  a  decree  against  it;  it  is  an  adjudication  that  it  is  a  trust  in  Ohio;  that  it  is  a 
scheme  or  system  whereby  the  stockholders  or  a  majority  of  them  entered  into 
this  combination,  and  that  their  act  is  the  act  of  the  company.  The  corporate 
fiction  will  be  ignored  when  the  acts  of  the  stockholders  accomplish  corporate 
oppressions,  and  so  far  as  this  1  company  is  concerned,  which  was  only  1  pfui;y  to 
the  original  contract,  it  is  a  denounced  contract.  The  violation  of  the  decree, 
their  failing  to  withdraw  from  the  trust,  is  what  the  contempt  proceedings  were 
instituted  for  under  the  order  of  the  court.  We  have  taken  the  testimony  of  Mr. 
Rockefeller  by  interrogatories,  also  parol  testimony  of  about  two  days,  and  the 
testimony  of  F.  B.  Squires  and  that  oi:  Johii  D.  Archbold.  We  took  the  testimony 
of  numerous  other  witnesses  outside  of  this  suit.  The  company  refused  to  give 
substantive  testimony  from  their  commercial  books,  and  the  officers  so  refusing 
are  now  before  the  court  under  a  charge  of  contempt.    The  evidence  is  being 

Jrinted  and  submitted,  and  the  case  will  De  heard  probably  in  the  second  week  ot 
une.  The  punishment  for  violation  of  the  original  decree  can  amount  to  any 
fine  that  our  supreme  court  sees  fit  to  inflict  commensurate  with  the  wealth  of 
the  client  or  the  defendant.  It  could  amount  to  $700,000  if  the  court  chose  to 
inflict  so  much  of  a  penalty.  I  think  it  is  deserved,  and  I  am  maintaining  that  the 
punishment  in  contempt,  besides  a  flne,  could  extend  to  taking  the  cheater  away 
without  any  further  action.  But  as  there  is  no  precedent  for  taking  a  charter 
away  as  punishment  in  contempt,  we  have  an  independent  action  for  that  puipose 
against  tne  Standard  Oil  Company  of  Ohio,  charging  them  with  additional  offen- 
ses. Now  the  later  suits  were  commence  for  tne  purpose  of  forfeiture  of  the 
charter  and  the  testimony  taken  in  those  proceedings  is  quite  voluminous. 
We  have  a  suit  pending  against  the  Buckeye  Pipe  Line  Company  under  the 
charges  I  have  related  to  you,  with  a  large  amount  of  testimony  taken,  and  wit- 
nesses are  before  the  court  for  contempt  for  refusing  to  answer  questions 
submitted  to  them.  So  that  the  executive  department,  the  attomey-generars 
office,  has  presented  the  testimony  up  to  the  point  where  the  court  will  have 
to  decide  what  they  can  be  compelled  to  answer.    Their  defense  is  that  it  is 
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violating  the  Federal  Constitution  as  well  as  that  of  the  State  to  Gomx>el  them  to 
disclose  their  acts  of  a  private  nature.  We  contend  that  when  the  sovereignty 
inquires  into  the  acts  of  its  creatures  it  does  so  in  accordance  with  the  yisitoriaL 
power  which  is  reserved  to  the  State,  and  that  it  is  simply  a  legal  anomaly  to 
say  that  the  government  can  create  a  creature  and  then  not  control  it,  just  as 
the  national  Danking  act  permits  the  National  Qovemment  to  investigate  the 
banks.  So  that  if  the  contempt  proceedings  are  heard  in  June — ^and  I  think 
they  will  be— and  if  we  are  successful  and  tiie  officers  of  the  company  are  held 
in  contempt,  they  will  incur  the  penalty.  Mr.  Rockefeller's  testimony  has  dis- 
closed the  amount,  more  than  half,  of  the  trust  certificates  that  the  stockholders 
have  redeemed  up  to  the  filing  of  the  x)etition,  in  November,  1897.'  We  should 
then  be  in  this  condition:  We  snould  have  the  transportation  department  for  the 
crude  petroleum  of  all  the  other  companies  that  do  business  in  our  State  under 
control,  and  it  should  be  in  the  hands  of  a  company  that  would  x)ermit  competi- 
tion and  an  open  and  equal  chance  to  all  producers. 

Q.  (By  Mr.  North.)  As  a  result  of  winning  your  pending  suit? — ^A.  Yes;  the 
Standard  Oil  Trust  or  the  Standard  Oil  Combination  could  not  exist  without  the 
control  of  the  tran8XK>rtation  of  the  crude  petroleum;  and  this  suit  aims  at 
ihe  very  heart  of  the  trust,  namely,  the  transportation  department.  It  would 
effectually  control  it.  It  needs  no  further  legislation.  The  National  Congress 
can  not  reg^ate  it  so  far  as  Ohio  is  concerned,  oecause  it  is  an  Ohio  creature,  but 
so  far  as  interstate  business  is  concerned  you  would  have  jurisdiction  over  that. 
The  remedy  is  primarily  with  the  attorneys-general  of  the  various  States  where 
the  charters  are  granted.  The  attorney-general  of  New  Jersey  could  solve  this 
question  in  sixty  days  if  he  would  take  the  charters  away  from  New  Jersey  com- 
panies that  are  violating  the  public  policy  of  the  count i*y,  viz.  that  no  creature 
of  the  government  can  use  its  power  to  the  injury  of  the  government  or  to  the 
injury  of  the  people. 

Q.  Do  vou  believe  that  the  Federal  Government  can  accomplish  anything 
through  the  jurisdiction  over  corporations  created  by  one  State  anddoing  business 
in  a  great  many  others? 

WITNESSES  IN  TESTIFYING  SHOULD  NOT  BE  HELD  TO  INCRIMINATE  THEMSELVES. 

A.  You  have  been  having  that  fought  out  in  the  Supreme  Court  of  the  United 
States  in  the  Stock-yard  Cases.  They  held  they  could  not.  The  Addyston  Steam- 
yipe  Case,  that  is  now  being  argued,  is  on  the  same  point;  but  all  corporations,  like 
the  Union  Pacific,  that  have  been  created  by  the  Federal  Government  and  are  doing 
interstate  business,  are  reached  by  the  Sherman  antitrust  act.  Michigan,  I  think, 
has  adopted  an  antitrust  act  similar  to  ours  this  year,  but  introduced  a  clause  like 
that  in  the  interstate-commerce  act,  which  provides  that  any  witness  testifying 
concerning  a  trust  shall  not  be  held  to  criminate  himself,  and  the  testimony  so 
given  can  not  be  used  against  him.  The  United  States  Supreme  Court  has  said 
that  this  exemption  can  be  given  to  a  witness,  and  that  anv  testimony  that  he  has 
given  is  a  privileged  communication,  the  same  as  it  would  be  before  a  Congres- 
sional investigation  like  this.  That  will  prevent  a  witness  from  stating,  as  they 
do  in  case  of  material  testimony,  among  other  objections,  that  it  tends  to  crimi- 
nate them.  The  Standard  Oil  Company  refuses  to  give  testimony  now  in  Ohio 
because  the  testimony  would  tend  to  criminate  the  officers.^  But  that  Michigan 
clause  will  forbid  the  witness  from  using  that  constitutional  prerogative  by 
making  it  a  privileged  communication,  and  all  trust  laws  should  contain  that 
clause. 

Q.  (By  Mr.  A.  L.  Harris.)  Which  State  report  is  that  oil  case  in? — ^A.  Forty- 
nine,  O.  S. 

Whereupon  the  commission  took  a  recess  until  2  p.  m. 

Washington,  P.  C, 
Tuesday  J  May  16 ,  1899 — ^p.  m. 

Hon.  Frank  S.  Monnett  again  on  the  stand  and  examination  resumed: 

Q.  (By  Mr.  Phillips.)  Does  any  member  of  the  commission  desire  to  ask  any 
questions? 

Q.  (By  Representative  Otjen.)  What  did  I  understand  to  be  the  income,  the 
profits,  of  this  trust  in  Ohio  during  the  year? — ^A.  The  gross  receipts  from  non- 
competitive prices  would  be  120-odd  nulhon  dollars;  and,  taking  the  best  informa- 
tion as  given  before  our  various  investigations  that  the  refined  oil  could  be 
delivered  in  Ohio  for  less  than  4  cents  per  gallon,  it  would  make  a  net  profit  on 
the  Ohio  oil,  which  is  about  40  per  cent  of  all  the  oil  produced  in  the  United 
States,  in  the  neighborhood  of  $50,000,000— |oO, 000 ,000  to  |53,000,000.» 

1  See  Mr.  Arohbold,  p.  674.        *  Bee  p.  907,  top.       *  Compare  p.  811,  and  Mr.  Archbold,  p.  644. 
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OIL  CAN  BE  BETAILED  IN  OHIO  AT  4  CENTS. 

Q.  Did  I  nnderstazid  vou  to  say  that  it  is  your  opinion  that  the  oil  could  be  sold 
in  Ohio  at  4  cents  a  gallon;  that  that  is  abont  the  cost  price  of  oil?— A.  It  can  be 
retailed  at  4  cents  in  Ohio  at  a  profit. 

Q.  At  4  cents?— A.  Yes;  4  cents.  There  is  testimony  placing  it  at  a  point  even 
below  that.    Is  that  too  low  a  price? 

Q.  That  is  the  refined  oil?— A.  That  is  the  refined  oil.  There  was  teetimony 
that  the  cost  was  lower  than  that;  bnt  that  is  for  the  z:^fined  oil. 

Q.  In  places  outside  of  Ohio  there  would  simply  be  in  addition  the  cost  of  trans- 
porting it? — ^A.  Yes;  the  cost  of  transx)ortation  depends  usually  upon  the  arrange- 
ments from  the  distributing  centers  with  the  Union  Tank  Line  Company. 

Q.  Of  course  in  some  places  it  would  be  higher  than  in  others?— A.  At  water 

Eoints  like  New  Orleans  and  New  York,  where  they  meet  the  competing  water 
nes,  the  rates  are  much  lower  than  they  are  e.  g. ,  160  miles  north  of  rfew  Orleans. 
Q.  Is  that  true  of  such  places  as  Detroit,  Chicago,  and  Milwaukee?— A.  Yes;  as 
compared  with  such  points  as  Duluth,  Detroit,  Milwaukee,  Buffalo,  and  Cleveland, 
you  will  find,  if  you  mvestigate  any  transportation  deputment,  that  the  rates  on 
all  commodities  at  inland  points  are  much  higher,  as  a  rule.  In  other  words,  the 
low  through-freight  rate  is  made  up  by  charging  excessive  local  rates;  and  that 
is  true  of  oil  as  well  as  of  other  commodities.  Tne  comx>etition — ^from  testimony 
before  our  railroad  commission  last  winter— of  the  Canadian  Pacific,  a  subsidized 
government  road,  compels  our  roads,  in  order  to  compete,  to  make  a  cheaper  rate 
I>er  ton  per  mile  than  they  have  had  where  thev  did  not  come  into  direct  compe- 
tition with  the  subsidized  railroad,  and  when  they  are  practically  below  cost  at  a 
competing  point  they  must  make  that  up  at  inner  shipping  points,  so  that  there 
is  discrimmation  against  inland  States  like  Ohio,  Indiana,  and  Illinois,  so  far  as 
the  local  shipping  is  concerned,  to  keep  up  the  general  average. 

THE  CHABQB8  OF  BRIBERY  AGAINST  THB  STANDARD  OIL  COMPANY. 

Q.  (By  Mr.  EIennedy.)  I  should  like  to  ask  the  witness  whether  he  has  any 
knowledge  of  attempts  by  the  Standard  Oil  Company  to  interfere  with  judicial 
proceedings  against  them  by  resorting  to  bribery?— A.  As  I  said  to  the  commis- 
sion this  morning,  the  bribery  charges  made  against  them  are  made  officially  in 
a  complaint  in  the  Supreme  Court,  beginning  with  General  Watson,  namiDjg:  the 
parties,  and  bringing  the  case  down  to  myself.  I  will  furnish  the  commission 
the  data  that  we  have  £dleged  and  set  forth  therein,  with  their  answer  and  motion 
and  my  supplemental  complaint,  and  when  the  tesUmonv  is  taken,  which  will  no 
doubt  be  kept  in  record,  I  will  furnish  the  commission  that  also,  if  it  is  desired. 
To  go  into  tne  merits  of  the  pending  case  1  do  not  believe  advisable.*  It  is  a  mat- 
ter purely  with  the  court — a  contempt  matter — and  will  be  furnished  from  our 
office  just  as  it  transpired.  Mr.  Watson,  I  suppose,  will  be  ordered  to  testify 
before  the  commission  at  an  early  date.  I  can  ^ve  you  the  testimony  that  was 
adduced,  showing  that  they  purchased  competitors'  clerks  at  times  to  furnish 
them,  clandestinely,  information  as  to  the  working  of  their  competitors.  At  Cleve- 
land, Ohio,  a  Scofield,  Schurmer  &  Teagle  man  was  to  get  so  much  a  month  for 
furnishing  their  rivals  information.  He  was  to  furnish  the  amount  of  oil  shipped, 
the  names  of  the  customers,  the  cost  price,  and  all  the  detaUs  every  evening  to 
the  Standard  Oil  Company.  These  arrangements  were  made  by  John  Squires  and 
afterwards  by  F.  B.  Squires,  according  to  sworn  testimony.' 

Q.  Were  they  successful? — ^A.  The  one  I  have  described  was  partially  successful. 
The  man  who  was  bought  up  in  some  wajr — I  do  not  know  how — ^was  found  out. 
At  least,  he  gave  up  the  information  to  his  emplover.  Testimony  might  be  fur- 
nished to  you  of  the  witnesses  in  reference  to  tfennings's  advertising  agency. 
That  system  is  in  vogue  all  over  the  State;  wherever  they  can  successfully  do  so, 
they  employ  an  agent  or  employee  of  a  rival  company.  There  is  one  instance 
where  an  emplovee  at  the  railroad  station  was  to  leave  the  information  at  a  given 
saloon  near  the  a6X)ot,  where  the  Standard  Oil  agent  gathered  it.  They  jump  onto 
the  wagons  that  are  hauling  oil  and  ascertain  the  destination  of  their  rivals*  oil. 
This  information  is  all  furnished  to  the  Standard  Oil  offices.  They  get  such 
information  free  from  the  agents  of  the  railroads,  if  they  can,  and  if  thev  can  not 
they  get  it  from  others.  I  do  not  know  whether  you  call  it  proper,  ana  whether 
a  man  is  at  liberty  to  sell  his  time  and  inform  the  Standard  Oil  Company  of  what 
is  going  over  his  railroad.  I  suppose  there  is  no  criminality  about  that;  ^et  it 
would  De  bad  ethics  in  a  postmaster  to  permit  such  information  to  be  furnished 
through  his  employees.  The  Squiree's  oriber^  of  a  clerk  was  the  only  case  of 
hiring  rivals*  clerks  to  furnish  the  data.  This  was  brought  out  in  court  in  a 
contest  between  Scofield ,  Schurmer  &  Teagle  and  the  Standard  Oil  Company.  Mr. 
Brown,  of  Cleveland,  can  give  you  the  names  and  further  details  on  that  subject. 

>  See  Mr.  Archbold,  p.  644.  >  Seo  also  p.  366;  Mr.  Archbold,  p.  67a 
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EFFECT  OF  PIPE  LINES  ON  FBEIQHT  BATES. 

Q.  Yoa  spoke  this  morning  about  railroads  in  Ohio  which  have  pipe  lines 

Saralleling  them,  and  which  are  in  league  with  the  Standard  Oil  Company,  to  the 
etriment  of  independent  small  producers.  I  do  not  tmderstand  that  you  were 
specific  in  r^^d  to  these  railroads.  Can  you  be  now?— A.  I  did  not  put  it  in 
that  way.  I  said  that  only  as  a  deduction,  viz,  that  where  a  pipe-line  company 
had  been  run  parallel  to  a  railroad  comiMui  v — I  was  speaking  of  the  conducting 
of  the  whole  business — ^that  the  records  would  show  that  the  freights  for  shipping 
oil  were  raised  after  they  had  a  competitor  in  a  pipe  Une.  The  natural  result 
would  ordinarily  be  that  severe  competition  by  the  pipe  line  would  bring  railroad 
rates  down  lower  than  they  were  before.  You  can  draw  the  inference  from  t^is 
that  through  some  arrangement  the  rates,  instead  of  being  lowered  by  competi- 
tion in  these  particular  cases,  were  raised.  I  am  basing  that,  of  course,  upon 
testimony. 

Q.  Do  you  care  to  say  what  railroads?— A.  I  think  when  that  came  out  that 
the  EIrie  was  spoken  of;  the  C.  &  M.,  down  by  the  Maxburg  oil  field,  was  one  of 
the  companies;  and  the  Lake  Shore,  I  think,  was  charged  with  that  in  a  contest  in 
which  Virgil  P.  KLine  was  fighting  the  Lake  Shore  for  discrimination  in  rates. 

BKDUCTION  IN  THE  PRICE  OF  OIL  NOT  DUB  TO  THE  STANDARD  OIL  OOKPANY. 

(^.  (By  Representative  Otjen.)  It  is  claimed  by  the  Standard  Oil  people  and 
their  advocates  that  by  their  combination  and  improved  bosiness  methods  they 
reduce  the  price  of  the  oil  product.  What  is  your  information  upon  that  subject? — 
A.  That  is  the  favorite  argument  of  Mr.  Dodd  and  others.  Calico  ran  down 
from  75  cents  to  4i  cents  per  yard,  and  they  might  as  well  have  credit  for  it;  and 
we  used  to  haul  wheat  bv  wagon  for  $10  a  load  across  Ohio,  where  they  now  ship 
it  for  a  small  fraction  of  a  cent  per  ton  per  mile.  I  think  that  they,  like  every 
other  producer,  had  to  keep  within  reasonable  bounds  in  their  prices,  but  they  have 
been  profiting  at  the  rate  of  millions  out  of  noncompetitive  rates,  notwithstanding 
the  price  was  reduced.  I  think  they  are  not  entitled  to  the  credit  of  the  reduction 
because  of  improved  methods  or  the  great  amount  of  oil  discovered,  any  more 
than  of  the  reduced  price  of  any  other  commercial  commodity.  I  present  here  a 
table  which  shows  the  Standard  Oil  Company's  prices  of  kerosene  and  gasoline 
from  tank  wagons  on  the  same  dav  in  different  towns  in  Michigan  and  Ohio,  where 
they  had  competition  and  where  they  had  not.  The  figures  for  towns  in  Michigan 
are  taken  from  the  sworn  testimony  fuiiiished  our  trust  commission  last  winter. 
The  fig^es  for  Ohio  towns  were  prices  in  1896. 


Names  of  towns  and  State. 


Detroit,  Mich 

Adrian.  Mich 

Ann  Arbor,  Mich 

Clifford,  Mich 

HowellJIfich 

Orand  Hapid8,Mich .. 

Monroe,  Mich 

Kalamazoo.  Mich 

BsyClty.Mich 

IjaTming,Mlch 

Ooldwater ,  Mich 

Jackson,  Mich 

Saginaw.  Mich 

Mount  Clement,  Mich 

Marlette,Mich 

Muskegon,  Mich 

Battle  Creek,  Mich .... 
Benton  Harbor,  Mich. 

Cleveland,  Ohio 

Sidney,  Ohio 

I>ayton,Ohio 

Xenia,Ohio 

Hamilton,  Ohio 

Oberlin.Ohio 

Troy,Ohio 

Yoangstown,  Ohio — 

Canton,  Ohio 

Warren.Ohio 

Gallon,  Ohio 

Newark,  Ohio 


Conditions  of  trade. 


Competition.... 
No  competition. 

do 

do 

do 

Competition 

No  competition. 

Competition 

Ko  competition . 

Competition 

Ko  competition . 
Coinpetition 

No  competition . 

do 

do 

Competition  — 
No  competition . 
Competition  — 
No  competition . 

Competition 

No  competition . 

do 

.....do 

do 

Comjpetition  — 

"//.doy/""."" 
NocomT)etltion. 
...  -do 


Price  of 
kerosene, 


CenU. 
5.6 
8 

7.75 
8 
8 

5.5 
7.5 
5.5 
7.75 
6 

8.25 
6.5 
6 
8 
8 
8 

6.25 
7.25 
4.75 
8.76 
6.6 
8 

7.5 
7.5 
7 
6 
6 

6.75 
8 
8 


Price  of 
gasoline. 

Cent». 
7 


6.26 
8.75 


7.25 
'7.76 
'8.'5" 


6 
10 
6.6 
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Since  this  table  was  first  published,  at  Newark,  Ohio,  and  since  we  took  testi- 
mony exposing  the  Standard  Oil  Ck)mpany'8  practice  of  charging  3  or  4  different 
I  prices  for  oil  ont  of  the  same  tanks,  competition  has  come  in  and  the  price  of  oil 

nas  been  rednced  to  4  cents. 

Q.  It  is  yonr  opinion,  then,  that  the  lowering  of  prices  has  been  dne  to  other 
canses  than  any  which  conld  be  attributed  to  the  Standard  Oil  Company? — ^A. 
The  Standard  Cfil  Company  has  taken  advantage  of  each  improvement  for  refining 
or  handling  oil.  There  was  an  advantage  in  getting  an  mcreased  profit  out  of 
the  by-products.  They  seized  ujjon,  as  every  other  commercial  institution  would, 
the  improvement  that  would  bring  profit  ont  of  the  by-products.  Then  there 
has  been  a  great  improvement  in  methods  of  boring  for  oil,  and  the  pipe-line  sys- 
tem, which  was  originally  introduced  by  other  parties  than  the  Standard  Oil 
Company,  has  simplified  the  method  of  transporting  the  crude  product.  The 
tank-car  system  has  been  a  big  improvement  in  saving  the  use  of  barrels.  If  the 
Gk>vemment  protects  these  giants,  it  must  keep  competition  open  so  that  they  will 
compete  with  one  another  just  the  same  as  small  men  compete  with  one  another. 
The  eternal  law  of  competition  will  prevent  the  excessive  profits  and  greed  that 
the  Government  does  not  seem  able  to  prevent  when  a  monopoly  is  fostered 
through  exclusive  grants  in  the  transportation  department. 

COMPETINO  COMPANIES  IN  OHIO. 

Q.  (By  Mr.  A.  L.  Harris.)  What  companies  are  competing  with  the  Standard 
Oil  Com^ny  in  Ohio  now? — A.  There  is  only  a  limited  competition:  I  think 
Scofield,  Schurmer  &  Teagle;  and  a  man  by  the  name  of  Peter  Shull .  at  Mansfield, 
has  an  independent  agency,  but  only  a  limited  territory.  Scofield,  Schurmer  A 
Teagle  origmallv  had  a  contract  whereby  they  were  limited  in  the  amount  they 
were  to  sell  to  wnat  would  enable  them  to  live.^ 

Q.  They  have  competition  with  more  than  that? — ^A.  They  have  competition, 
but  it  is  not  a  successful  competition  either  with  regard  to  the  pipe  lines  or  the 
tank  line.  Neither  is  competition  in  rates  successfuL  according  to  the  claims  of 
competitors. 

Q.  How  do  they  get  clear  of  the  competition  of  the  small  companies  in  Ohio? — 
A.  If  you  take  the  testimony  of  Senator  Davis,  you  will  get  more  accurate  infor- 
mation on  that  question.  I  have  to  do  more  with  the  legal  phases.  One  way  is 
that  which  I  have  narrated.  They  have  what  their  competitors  call  **  buzzards," 
who  follow  up  competitors,  as  I  have  explained;  and  they  have  had  for  a  long 
time  several  rates,  or  various  favorable  rates,  with  the  railroad  companies.  The^ 
soon  became  strong  enough  through  this  means  to  control  a  part  of  their  terri- 
tory and  to  sell  at  a  noncompetitive  price,  or  a  price  high  enough  to  enable  them 
to  establish  a  competitive  fund.  In  this  way  and  through  their  advantage  in  the 
transportation  department  they  were  able  to  undersell  and  run  out  small  men. 

^.  Have  they  followed  up  the  fields  in  Ohio? — A.  Yes;  I  understand  they  have, 
which  is  perfectly  logical  so  far  as  that  enterprise  is  concerned.  They  have 
expert  prospectors  who  are  always  on  the  ground  the  minute  that  a  field  is  dis- 
covered. With  their  system  of  transportation,  under  their  own  control,  they 
determine  the  value  of  the  well  and  can  get  pretty  nearly  the  lion's  share  for 
their  portion. 

STANDARD  OIL  COMPANY  CONTROLS  THB  PRICE   OF  THE  CRUDE  PRODUCT. 

Q.  Even  in  the  new  field  they  substantially  control  the  price  to  the  producer  of 
the  crude  oil? — A.  Certainly,  certainly;  Senator  Davis  will  give  you  an  account  of 
the  plan  whereby  they  shut  out  the  producers  in  the  Coming  field  by  raising  the 
freight  rates  17  cents  per  barrel.^  They  ship  and  condemn  oil  accordinf^  to  their 
own  methods  and  fix  the  price  according  to  their  own  standard.  The  oil  market 
0  price,  which  is  under  the  combination's  control,  is  sent  out  from  Oil  City  every 
morning  to  the  oil  fields. 

Q.  Is  there  any  indication  at  present  of  the  old  system  of  rebates  that  they  once 
had?— A.  On  the  Lake  Shore?  No;  they  have  various  freight  rates.  You  will 
find,  when  you  get  into  the  transportation  dex)artment,  that  favorite  railroads  get 
some  advantages.  They  do  not  need  to  resort  to  the  old-style  rebates.  They  can 
charge  their  own  prices,  which  amount  to  rebates,  when  they  own  the  pipe  line  or 
own  a  controlling  interest  in  the  railroad. 

Q.  (By  Mr.  Farquhar.)  What  portion  of  the  crude  woduct  of  the  United 
States  does  the  Standard  Oil  Company  itself  own? — ^A.  Well,  according  to  the 
testimony,  they  control,  either  directly  or  indirectly,  from  90  to  97  per  cent  of  all 
the  crude  product.  That, of  course,!  get  only  from  the  testimony;  I  have  no 
means  of  gathering  the  data. 


>  Compare  Mr.  Arcbbold,  p.  546.  «  See  p.  868. 
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Q.  Of  that  90  per  cent,  do  yon  know  how  mnch  they  own? — A.  How  mnch  they 
own? 

Q.  Own. — ^A.  No;  I  do  not  personally  know.  Ninety  x>er  cent  is  the  estimate; 
*  e.,  90  per  cent  is  the  lowest  estimate  of  the  amotmt  they  control. 

Q.  That  is,  yon  mean  by  the  eniressdon  "control"  that  they  have  control  in 
pnrchasing  the  cmde  oil  from  others.  Bnt  the  qnestion  I  asked  was,  Do  yon 
know,  can  yon  approximate,  how  much  the  Standard  Oil  Ck)mpany  directly  own 
of  the  cmde-oil  prodnct? — ^A.  No;  I  caii  not  fnmish  yon  with  that  data. 

Q.  Wonld  yon  think  it  was  heJf?— A.  I  shonld  think  it  was  a  great  deal  more 
thsoi  that. 

Q.  rBy  Mt.Phillifs.)  That  is,  in  the  Ohio  field?— A.  I  know  it  is  a  greater  per 
cent  tnan  that  in  the  Ohio  field.  If  tibey  have  control  of  the  transportation  from 
a  new  field,  l^ey  do  not  need  to  own  any  of  it,  so  far  as  the  producer  is  concerned. 
If  they  determine  how  much  they  are  going  to  pay  for  it  and  are  not  satisfied, 
Ihey  can  fix  the  producer's  price  at  whatever  it  costs  to  produce,  simply  living 
w^es,  and  let  him  bore  and  worry  over  the  cost  of  getting  it  from  the  rock. 

Q.  (By  Mr.  Farquhar.)  As  a  business  proposition,  is  it  not  in  testimony  that 
they  only  own  75  per  cent  of  the  whole  product? 

(^.  (By  Mr.  Phillips.)  Does  not  that  refer  to  the  Pennsylvania  and  the  Vir- 
ginia fields — ^to  what  is  known  as  the  whitensand  oil — and  not  the  Ohio?  ^ 

RELATION  OF  THE  STANDARD  TO  nn>EPENDENT  COKPANIES  IN  FOREIGN  MARKETS. 

Q.  (By  Mr.  Farquhar.)  I  understand  that,  but  you  speak  of  their  control.  Is 
it  not  true  that  the  independent  companies,  inde];)endent  pipe  lines  and  others, 
have  and  exercise  a  certain  freedom  in  selling  their  oils  in  foreign  markets  and 
otherwise,  independent  of  the  Standard  or  independent  of  its  practices? — ^A. 
When  you  come  to  the  question  of  their  relationship  with  the  steamsMp  com- 
panies, the  interests  they  have  in  them,  the  arrangements  they  are  enabled  to 
make  through  acts  of  the  British  Parliament,  the  way  they  head  off  the  Russian 
oil,  etc.,  you  will  have  to  get  witnesses  that  know.  All  you  can  observe  is  the 
result.  There  is  a  little  book,  recently  published,  which  will  explain  the  way  they 
manipulate  the  English  oil  market  and  give  you  the  details  more  accurately  than 
I  can  give  them.* 

Q.  (By  Representative  Otjen.)  What  is  that?— A.  It  was  handed  to  me  while 
Mr.  A  jchbold  was  on  the  stand  in  New  York.  I  do  not  remember  the  name  now, 
but  can  furnish  it  to  you. 

Q.  (By  Mr.  A.  L.  Harris.)  Is  Oook  the  author?— A.  No;  it  was  a  little  red 
book,  a  pamphlet  about  4  by  6  inches,  and  contained  all  the  testimony  as  to  how 
they  managed  to  control  the  Russian  oil  market,  i.  e. ,  I  mean  prevent  the  Rus- 
sians controlling  the  English  market. 

Q.  (Bj  Representative  Livingston.)  Whose  testimony  is  it;  I  do  not  under- 
standr- A.  It  is  simply  a  pamphlet,  prepared  by  someone,  that  is  circulating  in 
England.  It  gives  the  history  of  the  Standard  Oil  Company's  -control  of  the 
E^lish  market. 

Q-  I  would  like  to  know  something  official.  Of  course  we  can  not  receive  that 
book  as  an  official  statement. — ^A.  I  can  not  give  you  that  book's  source  of 
information. 

Q.  Which  line  of  steamers  is  the  Standard  Oil  Company  interested  in?— A. 
Ton  can  get  hold  of  all  the  information  relating  to  their  entire  system  of  water 
tran8X)ortation,  as  well  as  their  system  of  land  transx)ortation.  There  are  wit- 
nesses that  can  furnish  you  that.  If  you  get  some  of  the  independent  oil  dealers 
in  New  York  that  are  competing  by  water  (there  are  8  or  4  nrms  down  there) , 
they  will  inform  you, 

Q.  (By  Mr.  Phillips.)  Are  they  all  independent  refiners?— A.  They  are  inde- 
pendi^t  refiners;  they  have  not  their  pipe  lines  quite  through  to  seaboard.  They 
nave  been  able  to  have  their  system  of  pipe  lines,  like  the  Standard,  but  they  have 
comx)etitors  there.  Of  course  there  is  no  wav  of  controlling  a  water  highway 
except  through  the  methods  of  shipping,  viz,  classification  of  rreight. 

Q.  (By  the  Chairman.)  Does  any  member  of  the  commission  care  to  ask  any- 
thinff  further?- A.  It  would  be  im|)ossible  by  means  of  my  investigation  to  reach 
anytning  outside  of  What  we  came  in  contact  with  ourselves,  but  you  will  find  it 
all.    There  are  people,  or  witnesses,  who  will  furnish  you  that. 

Q.  (By  Representative  Livingston.)  Do  the  index>endent  refiners  have  any 
arrangement  with  the  transportation  companies  by  which  they  can  compete 
across  the  water  with  the  Stand«urd  Oil  Company?— A.  That  I  can  not  furnish 
you;  you  can  get  that,  however.    I  understand  they  ship  oil  "camel-back"  and 

^Compare  Mr.  Boyle,  p.  489;  Mr.  Archbold,  pp.  fieo,  661;  Mr.  Lockwood,  pp.  402, 403. 
'Compare  Mr.  Archbold,  p.  546. 
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almoet  every  other  way  in  the  old  country.    In  some  places  the>  have  a  fair  com- 

Setition,  and  in  others,  we  think,  they  do  not.  So  lar  as  Ohio  and  the  United 
tates  are  concerned  the  secret  of  the  difference  between  their  success  and  that 
of  the  others  lies  in  their  gaining  control,  as  the  testimony  has  shown,  throni^ 
the  powers  they  receive  m>m  the  GK>vemment  and  through  the  transportatioii 
comiMmies.    That  is  my  theory  of  it. 

COPIES  OF  STOCK  AND  TBUST  CERTIFICATES. 

Q.  (By  Mr.  Jenks.)  You  said  this  morning  that  you  could  furnish  a  copy  of 
the  trust  certificate  issued  to  the  certificate  holders  under  the  old  trust  form.  Can 
you  also  furnish  us  a  copv  of  the  stock  certificates  that  the^  issue  at  present  to 
the  stockholders? — A.  I  think  so.  [Showing  book.]  Here  is  a  lithograph  copy 
of  the  Standard  Oil  Ck>mpany*s  capital  stock  certificate  after  they  increasea 
to  $8,500,000.    Do  you  care  to  have  it  read?    That  is  one  of  the  stock  certificates. 

Q.  Make  that  a  part  of  your  testimony  with  one  of  these  other  similar  forms. — 
A.  There  are  two  of  these  here,  and  then  I  have  here  also  a  printed  form  of  the 
trust  certificate.  They  do  not  always  put  the  exhibits  in  connection  with  the  tes- 
timony, and  vou  have  to  look  for  them  at  the  close  of  the  testimony.  Here  it  is 
on  page  51  of  Part  II  of  the  Record  in  the  case  of  the  State  of  Ohio  ex  rd,  the 
Attomey-C^neral  v.  the  Standard  Oil  Company.  Well,  Mr.  Rockefeller's  own 
personal  one  is  here,  and  that  will  give  you  an  idea.    (Reading) — 

STANDARD  OIL  COMPANY. 
No.  801.  Capital,  $3,600,000.00.  nu  sharw. 

Incorporated  under  the  laws  of  the  State  of  Ohio. 

This  oertlfies  that  J.  D.  Rockefeller  is  the  owner  of  ninety-twohandred  and  forty-four  shares 
of  the  capital  stock  of  the  Standard  Oil  Company,  transferable  only  on  the  books  of  the  com- 
pany  In  person  or  by  attorney  on  surrender  of  this  certificate. 

witness  the  seal  or  the  Comxiany  and  the  signatures  of  the  President  and  Secretary,  at  Cleve- 
land, Ohio,  this  28th  day  of  November,  1882. 

(Signed)  J.  D.  Rockkfbller, 

President. 
(Signed)  F.  B.  Sqctirs, 

jSecretory. 

[BBAIi.] 

[Standard  Oil  ComjianyJ 
[Cleveland,  Ohio.] 

(Reading.) 

Know  ail  men  by  theae  presents ; 

That  we,  John  D.  Rockefeller,  Henry  M.  Flasher,  William  Rockefeller,  John  D.  Archbold,  Ben- 
jamin Brewster,  Henry  H.  Rogers,  Wesley  H.  Tilf ord,  and  O.  B.  Jennings,  trustees  for  winding 
up  the  Standard  Oil  Trust,  by  W.  H.  Tilford,  our  attorney  in  faci  and  John  D.  Rockefeller,  <a 

,  do  hereby  constitute  and  appoint  John  Bensinger,  of  New  York  City,  our  true  and 

lawful  attorney  for  the  purposes  following,  to- wit: 

Whereas  Jomi  D.  Rockefeller  has  placed  in  the  hands  of  said  attorney  assignment  No.  A  886 
for  I^M  of  the  amount  of  corporate  shares  held  by  said  trustees  on  the  first  day  of  July,  18B2, 
in  each  of  the  companies  whose  stocks  were  so  held. 

Now  the  said  attorney  is  hereby  authorized  to  secure  from  each  of  said  companies  transfer 
upon  their  corix>rate  books  of  said  stock  and  stock  certificates  for  whole  shares,  and  scrip  for 
fractional  shares  thereof,  and  when  the  said  certificates  and  scrip  are  received  from  all  the  com- 
panies referred  to  the  said  attorney  shall  deliver  the  same  to  John  D.  Rockefeller,  and  the  said 
assignment  No.  A  866  shall  at  the  same  time  be  delivered  to  the  said  trustees. 

And  the  said  attorney  hereby  agrees  to  obtain  the  said  certificates  and  scrip  and  to  deliver 
the  same  and  the  said  assignment  as  above  spedfled. 

(Signed  in  print,)  John  D.  Rockkfbllkr. 

Henry  M.  Fljiolar. 
William  Rockkfbluer. 
John  D.  Abchbold. 
Benjamin  Brbwsixr. 
Hbnry  H.  Roqbbs. 
O.  B.  Jennings. 
Wesley  H.  Tilford. 
(Signed  in  ink,) 

W.  H.  Tilford,  Attorney  in  Fact. 

John  D.  Rockefeller,  per  Obo.  D.  Roqbrs. 

John  Bbnbingbr. 

Q.  This  is  the  form  of  the  stock  certificate  in  lien  of  the  tmst  certificate?— A. 
They  anthorized  him  to  transfer  that,  and  then  he  received  from  the  constituent 
companies,  the  20  companies  I  mentioned  to  yon  this  morning,  his  idiare  of  each 
of  those.  All  those  forms  are  here,  if  yon  care  for  them.  The  correct  tmst  cer- 
tificate is  here  also.  I  do  not  suppose  you  care  to  have  the  legal  intricacies;  they 
show  how  they  get  out  of  the  trust  and  how  they  got  into  it.  On  page  125  there 
is  a  copy  of  the  Standard  Oil  stock  certificate.     (See  p.806. ) 

That  was  the  original  trust  certificate,  or  copy,  then,  of  34,998  shares,  or  85,000 
shares  less  the  7  shares. 
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THE  CONTRACT  WITH    THE  NEWSPAPERS. 

Q.  That  will  be  softcient,  I  think,  along  that  line.  Ton  spoke  this  morning 
alao  with  reference  to  the  contract  that  was  made  by  the  Standard  Oil  Company 
or  its  representatives  with  some  of  the  newspapers.  Can  you  f nmish  ns  with  a 
copy  of  that  contract  or  give  ns  its  substance?— A.  Mr.  Cook  gave  the  first  testi- 
mony at  Marietta  on  this  point.  The  testimony  that  was  afterwards  given  was 
in  reference  to  the  Xenia  Herald's  contract.  G^eorge  W.  Cooke,  of  Marietta,  has 
given  the  essential  {Mirts  of  it  here,  I  notice,  in  his  testimony;  and  I  think  I  can 
famish  it  to  you  from  this  record. 

Q.  Win  vou  be  kind  enough  to  quote  that  accuratelv  as  it  was  given  in  the  tes- 
timony?— ^A.  I  thought  I  had  the  pa^e  showing  some  of  the  publications  for  which 
he  received  pay.  Here  I  see  his  exhibit  (reading):  **  Whether  the  Standard  Oil 
Oompany  of  Ohio  is  in  a  trust  or  out  of  a  trust  is  a  question  for  the  courts  to 
deci^;  out  whether  the  consumers  of  oil  are  getting  a  better  quality  at  less  cost 
and  handling  with  greater  safety  than  formerly  is  a  question  for  the  people  to 
decide.  In  the  commercial  affairs  of  life  it  is  things,  not  words,  that  count  in 
niaking  up  the  balance  sheet  of  loss  or  gain,  of  benefit  or  injury.  Monopoly  and 
octopus,  combines  and  trusts,  are  haughty  words,  but  the  best  soods  at  lower 
prices  are  beneficial  things.  It  is  mucn  easier  to  say  harsh  words  than  it  is  to 
make  good  things  cheap. '^Lima  Times  Democrat. 

Q.  This  material  was  furnished  by  the  company? — A.  Furnished  him  by  the 
company.  I  see  here  on  page  82  of  the  typewritten  copy  of  Mr.  Clark's  testimony 
(reading):  *'  The  publisher  agrees  to  reprint,  on  news  or  editorial  pages  of  said 
newspaper,  such  reading  notices  set  in  the  body  type  of  said  x>aper  and  bearing  no 
marloB  to  indicate  advertising,  as  are  furnished  from  time  to  time  by  said  Jen- 
nings's agency,  at  a  rate  of  -= —  per  line,  and  to  furnish  such  agency  extra  copies 
of  paper  containing  such  notices  at  4  cents  per  copy,  or  to  mail  the  same  to  a  list 
of  subscribers  furnished  by  said  agency  at  4  cents  per  copy."  To  be  fair  to  the 
company,  a  little  bit  of  new8pax>er  controversy  arose.  They  claimed  that  in  that 
there  were  2  words  left  out,  and  it  proved  to  be  so,  for  afterwards  when  we 
obtained  the  original  contract  the  words  "  acceptable  to  the  publisher  "  were  left 
out;  in  this  testimony  here  those  words  do  not  appear,  and  therefore  it  was 
claimed  in  the  Jennings  suit  that  this  contract  was  not  correctly  copied.  But 
although  the  printed  form  did  not  contain  the  words  **  acceptable  to  the  pub- 
lifilier,'"it  made  no  difference  in  effect,  for  the  subject-matter  published  must  have 
been  acceptable  or  it  would  not  have  been  published.  > 

COMPETITION  WITH  THE  STANDARD  (RESUMED). 

Q.  (By  Mr. Phillips.)  Some  time  after  the  discovery  of  the  limestone  rock,  or 
-what  is  denominated  as  Lima  or  Trenton  limestone  rock  oil,  did  or  did  not  the 
price  settle  to  15  cents  per  barrel,  more  or  less,  for  a  year  or  so  after  it  was  discov- 
ered?—A.  That  I  do  not  know.  As  to  such  details  the  active  dealers  can  give  you 
them.  The  temporary  glutting  of  the  market  would  reduce  the  profits  until  it 
became  reg^ated  agam . 

Q.  During  the  time  of  the  Standard  Oil  Company's  control  independent  pipe  lines 
have  frequently  been  built  in  the  different  fields,  have  they  not? — A.  Yes. 

Q.  Do  you  mow  by  what  methods  they  undertook  to  compete  with  these  inde- 
pendent pipe  lines?  Was  it  by  reducing  tne  pipage  of  the  oil,  or  by  putting  a  pre- 
mium on  the  oil  piped,  or  both?  Do  you  know?— A.  Sometimes  they  temporarily 
raised  the  price  to  producers  so  that  in  the  producing  field  the  comi)eting  pipe  line 
company  could  not  pipe  the  oil  temporarily  at  the  price ;  and  in  other  cases  they 
would  watch  that  pipe  line  company's  refining  customers  and  would  break  them  up 
when  they  sold  the  refined  product.  Mr.  Davis  has  had  sad  experience  in  that  line ; 
he  can  give  you  the  details  of  that. 

OTHER  COMBINATIONS'  PROFITS  NOT  SO  GREAT  AS  THE  STANDARD'S. 

Q.  Do  you  know  of  any  other  company,  corporation,  trust,  or  monopoly  in  recent 
years  that  has  made  such  a  vast  sum  of  money  as  has  been  made  by  the  Standard 
Oil  TruKt? — ^A.  The  nail  trust  ran  up  the  price  of  nails,  until  the  company  cleared 
a  large  amount  of  money  in  a  few  months. 

Q.  I  mean,  made  it  in  hand,  accumulated  the  fortune? — ^A.  The  nail  trust  ran 
up  nails  from  86  cents  to  $8  and  something,  and  they  cleared  $7,000,000  in  a  shorter 
time  than  the  Standard  would  have  made  a  similar  sum. 

Q.  I  have  idluded  to  the  larger  accumulations. — ^A.  Oh,  no;  none  that  I 
know  of. 

1  See  p.  312;  Mr.  Lockwood,p.8BQ;  Mr.  Boyle,  p.  487;  Mr.  Rogers,  p.  587. 
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Q.  Can  yon  smnmarize  briefly  what  metbodB  they  have  i>nr8aed?  Yon  have 
passed  over  a  number  of  them.  Could  yon  summarize  to  tms  commission  what 
methods  they  have  pursued  to  secure  this  fabulous  sum  of  money? 

Q.  (By  Representative  Livingston.)  You  mean  the  nail  trust? 

Q.  ?ByMr.PHiLXJ[P8.)  No,  no;  the  Standard. — A.  Yon  will  have  to  ootain  those 
facts  rrom  the  men  who  come  in  contact  with  their  methods;  beginning  with  the 
Pennsylvania  road  and  the  freight  blockades  and  the  pipe  line  fighting,  and  com> 
ing  up  to  the  fights  they  now  have  in  the  courts.  It  would  be  impossible  for  me 
to  give  von  accurate  data.  I  exi)ect  Mr.  Phillips  here  can  give  yon  some  points  on 
that  £gnt.  There  are  several  witnesses  yon  can  get  upon  that  point.  I  suppose 
Mr.  Lee  could  have  given  yon  something;  I  understand  he  has  testified. 

STANDARD  OIL  COMPANIES  IN  DIFFERENT  STATES. 

Q.  (By  Mr.  A.  L.  Harris.)  In  what  State  did  the  Standard  Oil  Company  get 
the  charter  under  which  it  is  operating  now?— A.  The  Standard  Oil  Company  of 
Ohio  is  chartered  under  Ohio  laws;  the  Standard  Oil  Company  of  Inoiana  is 
chartered  under  Indiana  laws.  There  is  also  a  Standard  Oil  Company  of  Penn- 
sylvania. The  Buckeye  Pipe  Line  Company  is  of  Ohio.  The  Union  Tank  Line 
Company,  a  more  recent  incorporation,  operating  in  combination  with  the  others, 
is  a  New  Jersey  corx)oration.  I  suppose  there  are  ten  or  twelve  States  represented. 
If  you  want  to  know  why  we  let  the  trust  live  in  Ohio,  it  is  because  we  can  not 
help  ourselves. 


Q.  (By  Mr.  Farquhar^  Yon  proceeded  aeainst  the  company  under  the  Ohio 
law?— A.  The  Standard  Oil  Company,  not  the 


trust.  I  will  write  out  a  list  of 
the  companies  for  yon.  They  are  in  different  States  but  all  act  together  to  accom- 
plish a  common  result,  viz,  to  make  the  trust  certificates  valuable.  The  original 
contract  was  denounced  by  the  court,  but  it  still  bears  fruit  in  dividends  collected 
by  holders  of  trust  certificates. 

DISCRIMINATIONS  IN  FREIGHT    BATES  WITHIN  A  STATE. 

Q.  (By  Mr.  A.  L.  Harris.)  I  thought  they  were  incorporated  in  the  different 
States? — ^A.  On  page  26,  in  this  report,  Mr.  Uarris,  there  are  some  tables  in  refer- 
ence to  the  advancement  of  freight  rates  growing  out  of  the  competition  in  oil.  This 
is  our  Ohio  trust  investigation  report  and  shows  where  they  increased  the  freight 
before  and  after  a  certain  perioa  from  16i  cents  in  1888  to  19  cents  in  1898.  On 
the  Bock  Island  road  they  increased  the  rates  from  18i  in  1888  to  29i  in  1898. 
These  tables  can  be  furnished  you ,  and  they  will  show  you  the  discrimination  against 
independent  shippers.  The  freight  was  increased  for  the  independent  comx>anie8, 
when  compared  with  the  rates  in  force  when  the  Standard  was  shipping  by  rail- 
road. 

Q.  (By  Mr.  Farqtjhar.)  In  your  investigation  of  these  affairs  did  you  ever  find 
that  the  railroad  charter  regulates  freignt  charges? — ^A.  We  have  a  statutory 
freight  reflation;  a  maximum  rate. 

Q.  Maximum  rate? — ^A.  They  can  not  charge  more  than  so  much  per  ton  per 
mile  for  certain  specified  commodities;  in  that  sense,  I  mean. 

Q.  In  what  sense? — ^A.  The  fixed  rate  is  as  hiarh  as  5  cents  a  ton  per  mile.  The 
competitive  rate  for  coal  to  Duluth  has  been  as  low  as  onenseventh  of  a  cent  a  ton 
per  mile,  so  that  the  statutory  rate  of  many  years  ago  has  practically  given  no 
protection  to  the  shipper  in  recent  years. 

Q.  If  an  Ohio  road  delivers  co^  at  Lake  Erie  at  a  lower  rate  for  a  long  haul 
tlum  for  a  short  one,  provided  it  must  do  this  to  get  the  extra  tonnage  needed  in 
order  to  pay  dividenos  and  make  profits  for  the  road,  if  it  still  keejM  under  the 
maximum  rate,  do  yon  call  it  discrimination?— A.  What  I  referred  to  especially 
may  be  illustrated  by  facts.  The  town  of  Nelsonville,  which  is  perhaps  60  miles 
below  Columbus,  has  received  the  same  kind  of  ^oceries  or  freight  from  Balti- 
more at  a  rate  no  greater  than  they  were  chargmar  from  Columbus.  In  other 
words,  the  wholesale  grocers  of  Baltimore  were  able  to  compete  with  those  of 
Columbus  because  of  the  discrimination  in  the  transx)ortation  of  freight.  By 
means  of  through  freight  rate  discriminations  like  this  ^eat  terminals  such  as 
New  York  and  Chicago  are  placed  upon  a  competitive  basis  with  the  inland  cities. 
That  is  the  most  extreme  case  that  we  have.  There  was  another  case  where  the 
total  charge  for  shipping  coal  from  the  Hocking  field  to  the  Dayton  asylum  was 
the  same  as  the  rate,  over  a  road  controlled  by  the  same  company,  to  Sandusky 
city,  and  through,  I  think,  to  Duluth.  But  these  figures  on  coal  discriminations 
can  be  furnished  you  from  freight-rate  tables,  i.  e.,  within  the  State;  there  is  no 
law  against  discriminating  on  long  and  short  hauls.    We  contended,  by  a  bill 
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before  the  legislature,  which  was  defeated  by  a  strong  lobby,  that  the  rate  for 
State  roads  ought  to  be  based  npon  the  interstate  rate,  and  that  we  onght  to  have 
the  same  rate  per  ton  per  mile  on  our  State  business  that  the  Interstate  Commerce 
Commission  requires  on  interstate  business.  We  fought  for  that  verjr  strongly, 
but  were  defeated.  Our  theory  is  that  while  it  is  necessary  to  maintain  corona- 
tions by  an  income  sufficient  to  bring  proper  return  for  investment,  and  while  it 
is  conceded  by  everybody  that  corporations  are  a  necessity  and  that  we  should 
not  be  hostile  to  them,  the  State  commerce  should  not  be  levied  upon  in  short 
hauls  in  order  to  reimburse  compames  for  their  losses  in  competing  at  waterway 
terminals.  Or,  in  other  words,  they  ought  so  to  distribute  their  charges  as  to 
equalize  them  between  the  inland  cities  and  the  terminal  points. 

Q.  Can  a  railroad,  chartered  in  Ohio  and  under  an  Ohio  maximum  freight-rate 
law,  make  rates  independent  of  the  interstate-commerce  rates  themselves?— A. 
Yes. 

Q.  The  same  as  the  constitution  of  New  York  with  the  New  York  Central?— A. 
Yes. 

Q.  (Bv  Representative  Livinoston.)  I  suppose  the  Standard  Oil  Company  and 
indeiiendent  refiners  get  special  rates  on  tne  oil  that  they  ship?— A.  That  is  a 
pretty  severe  charge  to  make  against  any  railroad. 

Q.  I  am  not  making  any  charge;  I  am  asking  you  a  question. — ^A.  I  suppose 
the  independents  do  not  get  the  same  rates  as  the  Standard  does. 

Q.  Which  do  not  ^et  as  much? — A.  The  independents  do  not  get  as  favorable 
classifications  of  freight.  The  Standard  is  always  getting  rates  through  some 
special  classifications,  or  allowances  for  loading  and  unloading,  or  in  contracts 
for  lubricating  oil,  etc. 

Q.  Oh,  yes:  they  could  get  all  the  oil  facilities.  I  believe  the  index)endent  refin- 
ers are  fighting  the  Standard  Oil  Company? — ^A.  That  may  be,  but  at  many  dis- 
advantages. I  do  not  think  they  have  an  opportunity  to  fight;  it  is  not  a  fair 
contest. 

Q.  It  is  a  contest  of  some  kind?— A.  Yes. 

PBICS  OF  OIL.  WOULD  BE  BEDUCBD  WEBB  IT  NOT  FOR  THB  STANDARD  OIL  COMPANY. 

Q.  If  the  Standard  Oil  was  destroyed  would  the  price  of  oil  to  the  consumer  be 
reduced?— A.  Most  assuredly.* 

Q.  Would  not  that  reduce  the  price  from  the  independent  refiners  to  the  con- 
sumer also? — ^A.  I  presume  it  would. 

Q.  What  interest  have  the  independent  refiners  in  fighting  the  Standard  OH 
Companv? — ^A.  Because  there  is  a  legitimate  profit  to  be  made  in  the  business, 
and  all  they  ask  is  that  the  government  keep  its  hands  off,  and  not  use  its  power 
to  assist  the  Standard  people. 

Q.  You  are  against  the  protection  of  the  Standard  Oil  Company  by  the  gov- 
ernment?—A.  I  am  against  any  corporation  getting  assistance  from  tiie  govern- 
ment to  the  exclusion  of  others.    Everybody  is  entitled  to  the  same  privilege. 

TRUST  FOSTERED  BY  THE  GOVERNMENT. 

Q.  Do  you  call  that  protection  or  subsidy?  Or  what  would  you  call  it?  Is  it 
help? — ^A.  It  amounts  to  this:  Does  a  sovereign  State  have  the  right  to  delegate 
governmental  functions  to  a  transportation  company,  be  it  a  railroad  company  or 
a  pipe-line  company,  and  when  such  a  company  has  received  such  powers  tnrough 
its  cnarter  and  oy  exercise  of  the  right  of  eminent  domain  has  condemned  private 
property  for  public  uses,  ought  the  State  to  permit  it  to  devote  that  property  to 
private  ends?  It  is  manifest  that  this  contract  with  sovereignty  requires  such  a 
corporation  to  give  every  man  the  same  opportunity  to  use  the  rai&oad  or  -pipe 
line.  There  are  no  powers  delegated  by  a  government  such  that  one  man  can 
take  advant^e  of  another,  if  the  governmental  functions  so  granted  are  fairly 
exercised.  The  board  of  directors  of  a  railroad  who  are  exercising  the  right  of 
eminent  domain  have  no  more  right  to  give  you  or  me  a  rebate,  to  the  injury  of 
another  shipper,  than  the  county  treasurer  would  have  to  charge  us  1  mill  or 
2  miUs  and  in  turn  give  me  back  half  my  taxes.  It  is  just  as  much  an  offense 
for  men  to  exercise  these  governmental  functions  wron^ully  as  it  would  be  for 
a  taxing  officer  to  give  rebates  in  taxes.    That  is  our  x>osition. 

<^.  Your  position  is  that,  it  being  a  public  franchise  ^ven  by  the  State,  all  the 
cities  of  the  State  are  equally  interested? — ^A.  That  is  it  exactly.  The  board  of 
directors  of  a  railroad  company  is  exercising  governmental  functions  as  much 
as  a  Congressman  is.    As  I  said  this  morning,  if  a  man  is  coining  a  dollar  for  the 

>  See  25. 317;  also  Mr.  Archbold,  p.  6461 
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government  he  has  no  more  right  to  cut  it  in  two  and  pnt  half  in  his  pocket  than 
a  board  of  directors  has  to  organize  a  railroad  and  exercise  the  right  of  eminent 
domain  over  private  property  and  then  afterwards  abnse  the  right  thus  granted 
by  fostering  a  monopoly.  And  there  is  where,  if  you  allow  me.  the  modem 
remedy  that  is  being  advocated  of  absolute  government  ownership  is  a  mistake, 
because  the  government  owns  them  now  in  the  sense  that  the  government  can  con- 
trol. They  get  their  life  from  the  government;  they  have  sovereignty  breatiied 
into  them  by  the  government;  they  can  not  exist  without  the  government;  they 
can  be  destroyed  by  the  government  at  any  time. 

Q.  Is  the  onl^  wron^  which  you  charge  a^nst  the  Standard  Oil  (Company  that 
of  discriminatmg  against  some  of  the  cities  of  your  State  as  compared  with 
others?  Is  that  the  only  wrong  they  are  guilty  of  in  seekinp^  discriminating 
freight  rates?  Is  that  all  the  wrong? — ^A.  Oh,  no;  that  is  the  basis  of  their  getting 
the  advantage.  We  say  they  get  the  advantage  from  the  government  by  char- 
ters, the  powers  of  which  they  abuse.  Thait  is  one  of  the  wrongs,  but  that  is  not 
the  only  offense  committed  by  them. 

THE  REMEDY  FOR  THE  EVILS  OF   THE  TRUST  COMBINATION. 

Q.  How  would  you  remedy  that  wrong  if  you  were  on  this  commission  and 
were  asked  to  suggest  a  remedy? — ^A.  If  I  were  on  this  commission,  I  should  say 
that  so  far  as  State  chsurters  are  concerned,  that  is  a  matter  for  State  control;  an 
offense  against  a  State  charter  is  a  subject  for  State  punishment.  The  States 
originally  ceded  to  the  Federal  Government  certain  powers  only,  and  reserved 
unto  themselves  all  that  they  did  not  so  cede.  One  of  the  x>owers  reserved  to 
themselves  is  that  of  granting  charters  to  incorporated  companies,  and  this  is 
peculiarly  within  their  rights.  When  you  come  to  corporations  that  are  doing 
interstate  business,  then  your  commission  can  step  in,  and  you  have  the  right  to 
investigate  that  and  Ck>ngress  to  control  that  by  Federal  legislation.  Attorney- 
Gtonersu  Griggs  was  ri^ht,  and  so  were  President  Harrison  and  President  Cleve- 
land, when  they  enunciated  the  doctrine  that  the  remedy  is  x>eculiarly  a  matt^ 
within  the  State's  control. 

Q.  I  have  brought  you  right  down  to  the  point  again.  Would  you  do  that  by 
levy  and  sale,  or  by  condemnation  of  the  stuff  when  you  catch  it  on  the  train,  or 
how  would  ^ou  reach  it?  Suppose,  in  interstate  commerce,  that  a  Stand^-d  Oil 
tank  was  goin^  across  from  New  York  to  Virginia,  and  we  knew  it  and  seized  it 
In  Pennsyivama,  and  that,  after  that,  the  tank  of  oil,  being  in  possession  of  the 
marshal  or  sheriff,  was  condemned  or  confiscated.  Would  that  be  your  remedy? — 
A.  The  Sherman  Act  was  pretty  nearly  that  drastic;  it  would  be  a  good  remedy. 
The  Sherman  Act  has  been  sustained,  and  it  has  gone  that  far.  U  a  desperate 
remedy  is  required  for  a  desperate  case,  and  that  proved  to  be  hard,  and  you 
enforced  it  on  the  dealer,  the  roads  would  get  a  modification  of  the  law;  but  I  do 
not  think  anything  is  too  severe  to  stop  the  abuse  that  is  going  on. 

Q.  Suppose  the  tank  was  condemned  and  the  engine  and  cars  hauling  it  were 
aU  condemned  and  confiscated;  would  you  think  it  would  break  up  the  evil? — A. 
I  should  think  it  would  break  it  up,  but  I  do  not  believe  it  necessary  to  be  that 
severe.  I  would  not  interfere  with  all  innocent  shippers  on  the  train.  You  may 
have  mail  and  express  and  through  freight.  Here  a  punishment  of  an  especial 
character  is  needed;  take  the  property  that  is  involved  in  the  offense.  If  it  is  the 
buyer,  why,  stop  the  buyer;  if  it  is  his  oil,  stop  the  oil. 

Q.  That  would  be  a  punishment  upon  the  party  that  owns  the  oil,  but  none  on 
the  railroad? — ^A.  Then,  where  you  have  your  through  railroads  or  intferstate 
roads,  take  the  charter  away. 

BETWEEN  THE  FEDERAL  AND  THE  STATE  GOVERNMENTS  AN    ABSOLUTE  REMEDY  IS 

EVER  PRESENT. 

Q.  That  goes  back  to  the  State  authority?— A.  It  goes  to  the  United  States  if 
you  have  a  Federal  charter.  The  Union  Pacific  has  a  Federal  charter.  Between 
the  Federal  Government  with  a  Federal  charter  and  the  States  with  a  State  charter 
there  is  an  absolute  remedy  ever  present  and  never  divested  from  the  i)eople;  it  is 
constitutional;  the  legislature  can  not  take  it  away.  In  our  State  private  property 
is  ever  held  inviolate  by  the  constitution.  The  attorney-general,  to  illustrate,  is 
a  constitutional  officer,  anii  it  is  his  duty  to  appeal  to  the  courts  to  forfeit  every 
charter  the  powers  of  which  are  abused,  independently  of  the  court's  ordering 
him  to  do  so.  That  is,  he  does  not  have  to  get  a  form  of  written  order  from  the 
governor,  or  the  legislature,  or  the  court.  By  the  constitution  the  power  is  vested 
in  him  to  bring  before  the  highest  tribunal  any  corporation  so  offending,  as  much 
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as  the  proeecntine  attorney  is  vested  with  power  to  bring  a  criminal  before  the 
grand  jnry .  We  have  manv  snch  cases  now  pending  before  the  courts.  I  take  it 
that  the  Supreme  Coart  of  the  United  States  and  the  supreme  courts  of  the  States 
will  do  a  corporation  no  harm  when  doing  right,  and  if  they  are  in  the  wrong  they 
will  be  punisned.  It  is  the  legal  and  constitutional  way  to  try  these  matters,  and 
they  should- not  be  subject  to  mob  rule. 

Q.  (By  Mr.  Farquhar.)  Are  the  independent  producers  chartered  corporations 
in  your  State? — ^A.  Why,  the  Argan  was.  I  do  not  know,  but  1  think  Scofield, 
Schurmer  &  Teagle  are  a  partnership.  I  do  not  know  of  a  single  independent 
one  that  is  alive.* 

(j.  You  spoke  of  the  remedy.  I  don't  think  it  is  clear  to  the  commission  exactly 
what  you  mav  call  the  gravamen  of  the  complaint  of  the  independent  producers? — 
A.  The  Standard,  by  means  of  controlling  transportation,  causes  the  producer  to 
receive  always  less  than  the  true  value  for  his  oil.  This  is  effected  by  discrimi- 
nation in  rate  tariffs.  The  Standard  has  been  able  to  determine  the  price  of  crude 
oil  and  the  rates  for  shipping  it,  and  the  independent  producers  of  the  State  demand 
protection  so  that  they  can  obtain  equal  shipping  facilities,  which  they  do  not  now 
get. 

Q.  What  more  protection  can  they  get  than  the  farmer  who  is  sellinfl^  50-cent 
wheat  in  the  West?  Do  not  these  independents  with  their  oil  sustain  the  same 
relation  to  the  railroads  as  the  farmer  with  his  wheat?— A.  When  the  wheat 
shipper  is  at  a  noncompetitive  jwint  on  a  railroad  and  when  the  company,  in  order 
to  meet  competitive  rates  at  a  x)oint  like  Duluth,  charges  such  a  price  that  he  can 
only  receive  50  per  cent  of  the  value  of  his  product  in  the  markets  of  the  world,  he 
is  injured  in  just  the  same  way  as  the  oil  producer  by  excessive  charges  for 
transportacion . 

Q.  (By  Mr.  Farquhar.)  And  without  remedy?^A.  He  has  his  remedy. 

Q.  What  is  his  remedy?— A.  The  Federal  court  held  last  year  that  the  interstate 
commercial  rate  can  not  be  so  low  that  tribute  must  be  levied  upon  State  com- 
merce in  order  to  maintain  traffic;  or,  take  the  converse  of  the  proposition,  you 
can  not  make  the  State  traffic  so  high  and  the  interstate  so  low  that  the  State 
shipper  is  contributing  to  the  interstate  shipper.  The  remedy  that  I  suggest  must 
be  nnally  adopted  is  this:  That  the  State  and  interstate  rates  must  be  so  adjusted 
that  the  burdens  will  be  equalized.  Whenever  you  have  accomplished  that  you 
have  demonstrated  the  fundamental  princii)le  that  the  public  highway  is  con- 
trolled by  the  public;  the  railway  is  a  substitute  for  the  highway.  The  public 
owns  these  hi^ways,  and  there  must  be  an  honest  classification  of  freight  rates, 
and  a  fair  allowance  for  loading  and  unloading,  and  the  roads  must  not  abuse  this 

Srinciple  in  order  to  ^ant  favors  to  certain  shippers.  There  can  be  an  absolute 
esteruction  of  vested  interests  by  classification  of  freights  and  by  charging  exor- 
bitant locfd  rates.  Four  hundred  per  cent  more  on  a  ton  per  mile  basis  is  required 
to  carry  freight  from  Columbus,  Ohio,  to  Cardington,  Ohio,  than  from  Columbus, 
Ohio,  to  Cleveland,  Ohio. 

Q.  (By  Mr.  Batchford.)  I  should  like  to  have  you  revert  to  the  subject  of 
the  proposed  law  in  Ohio  and  explain  the  main  features  of  it  a  little  more  fully 
to  the  commission.  You  were  touching  upon  it  a  little  way  back  and  then  went 
to  another  subject. — ^A.  You  have  the  Ohio  statute  here;  I  can  take  it  upbriefly. 
We  have  passed  an  antitrust  law,  and  it  went  into  effect  July  1, 1898.  We  have 
quite  a  number  of  cases  pending  undei  it.  There  are  the  cases  of  the  beer  trust, 
tne  Standard  Oil  Company,  the  Buckeye  Pipe  Line  Company,  the  Solar  Refining 
Company,  and  others. 

PROPOSED  LAW   FOR  THE  REGULATION  OF  FREIGHT  RATES  IN  OHIO. 

Q.  I  have  reference  to  the  law  looking  to  the  regulation  of  freight  rates. — ^A. 
The  general  proposition  was  to  amend  our  maximum  freight  rates,  bnng  them 
down  somewhere  near  the  commercial  competitive  rate,  and  then  make  the  inter- 
state rate  per  ton  x)er  mile  the  basis  or  measure  of  the  per  ton  per  mile  rate  for 
Ohio  business;  in  other  words,  to  apply  the  long-and-short-haul  clause  of  inter- 
state commerce  to  Ohio  business,  ana  not  permit  discrimination  against  inland 
noncompetitive  towns  and  in  favor  of  competing  town^,  like  Cleveland  and 
Cincinnati.  That  is  all  there  was  of  it.  It  was  a  per  ton  per  mile  for  local  busi- 
ness the  same  as  a  per  ton  per  mile  on  through  business,  exactly.  Just  to  make 
it  perfectly  clear  to  the  commission,  the  bill  proiwsed  that  the  same  tonnage  rate 
per  mile  oe  charged  for  a  10  or  20  mile  haul  as  for  a  50  or  100  mile  haul.  It 
allowed  a  variation  of  10  per  cent  only  for  a  shipment  of  less  than  20  miles. 

Q.  Did  the  railroad  companies  oppose  that?— A.  They  opposed  that  violently. 

s  See  Mr.  Archbold,  p.  64& 
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Q.  What  was  the  position  of  the  coal  companies?— A.  I  do  not  think  they 
appeared  before  the  commission.  Mr.  Rend  was  there  on  the  tmst  investigation; 
he  was  an  unwilling  witness;  we  caught  him  and  subpoenaed  him. 

Q.  Do  you  know  whether  the  coal  men  of  Ohio  ever  complained  against  this 
discrimination  in  freights? — ^A.  Yes;  they  have  now  filed  complaint  in  my  office; 
I  think  Collins  and  Fahy  are  among  them;  they  are  now  out  gathering  testimony 
on  this.  In  order  to  maintain  the  coal  trust,  coal  cars  of  the  independent  coal  pro- 
ducers were  side  tracked.  That  is  the  complaint.  I  will  furnish  you  testimony 
here  from  the  gentlemen  who  were  discriminated  against.  While  they  told  us 
they  were  getting  the  same  rate  they  said  they  did  not  get  the  same  conditions. 
They  could  not  get  their  coal  delivered  in  time  to  fulnll  liieir  contracts  with 
customers.  By  such  means  the  independent  coal  producers*  customers  were 
destroyed.  I  have  given  Mr.  Jenks  the  names  of  the  gentlemen;  I  think  that  they 
will  testify  on  these  points,  and  give  you  a  little  data,  because  one  of  them  was 
an  eniployee,  at  the  time,  of  one  of  the  leading  railways  involved  in  the  matter. 

Q.  What  were  the  principal  objections  raised  by  the  shipping  companies  against 
that  law?— A.  The  most  intelligent  reason  given  was,  I  tninx,  by  the  gentleman 
representing  the  Erie  or  the  Lake  Shoi*e;  he  stated  that  if  the  freight  rates  were 
all  adinsted  on  that  basis  he  believed  it  would  be  exactly  fair,  but  that  certain 
manufactures  were  now  built  up,  and  certain  centers  prosperous  on  the  other 
system,  and  it  would  demoralize  and  derange  towns  and  industries,  and  that  it 
would  create  panic  in  one  place  and  flush  times  in  another,  before  it  would  be 
possible  to  get  back  to  the  normal  condition  of  affairs.  The  Pennsylvania  Com- 
pany has  a  g^ross  income  of  $15,500  per  mile;  if  it  could  distribute  that  gross  income 
in  that  way  it  would  make  no  difference  to  the  company ;  it  has  to  have  that  much — 
$15,500— to  pa^  dividends  on  its  stock  and  pay  for  rei>airs,  taxes,  and  employees. 
It  makes  no  difference  to  the  railroad  company  itself  where  that  comes  from,  and 
they  would  just  as  lief  distribute  it  equitably  between  local  and  through  ship- 
pers, but  the  moment  they  attempt  that  trouble  arises  on  account  of  the  great 
competing  centers  like  Chicago  and  Duluth,  where  the  companies  come  in  contact 
with  the  Canadian  Pacific  and  the  water  ways;  and  they  can  not  undertake  it, 
because,  when  they  meet  water,  they  have  to  make  water  rates. 

Q.  Have  you  any  reason  to  believe  that  the  producers  of  coal  in  your  State  were 
induced  by  anv  coercive  means  to  keep  their  hands  out  of  that  fight? — ^A.  Well,  the 
wavs  of  the  lobbyists  are  so  mysterious  we  do  not  have  an  opportunity  to  find  out. 

(^.  However,  you  are  of  the  opinion  they  favor  equalization  of  rates? — A.  I 
think  so,  yes.  I  think  every  independent  producer  would  tavor  equalization  of 
rates,  we  do  not  want  Baltimore  to  compete  with  Columbus  in  shinping  gro- 
ceries to  Nelson ville;  we  do  not  want  the  wealth  of  Ohio  poured  into  JNew  York 
or  Chicago;  we  want  our  share  of  it;  and  we  would  have  it  if  we  had  no  discrim- 
inating rates.  By  discriminating  in  transportation  you  can  dry  up  the  most  fertile 
▼alley  on  the  face  of  the  earth;  you  can  reduce  all  the  little  cities  along  the  line 
of  a  railroad  to  villages,  and  give  this  wealth  to  the  great  centers,  by  discrim- 
inating in  railroad  rates  alone. 

Q.  (By  Mr.  Phillips.  )  Are  there  not  a  number  of  chartered  companies  in  Penn- 
sylvania controlled  by  producers  that  are  operating  in  your  State,  for  instance, 
tne  Empire  Oil  Company  and  perhaps  the  Victory  Oil  Company?  They  may  have 
been  chartered  in  New  York  State;  but  are  there  not  a  number  of  chartered  com- 
panies controlled  by  producers  doing  business  in  your  State?~A.  As  far  as  the 
oil  business  is  concerned  my  opinion  is  based  purely  upon  conclusions  of  testimony 
taken ;  they  do  not  practically  compete  in  their  respective  territories;  for  instance, 
the  Standard  Oil  C)omi>any  of  Ohio  has  its  territory  and  the  Pennsylvania  Oil 
Comi>any  sells  in  a  portion  of  Ohio,  but  practically  they  do  not  compete,  because 
tiiey  are  all  one  system,  although  they  claim  they  are  acting  independently.    They  i 

never  wage  a  war  between  any  of  these  different  companies.    I  never  heard  of  one.  *  i 

WHAT  WILL  BE  THE  EFFECT  OF  PRESENT  INDUSTRIAL  DEVELOPMENT  ON  OOVERN- 

MENT? 

Q.  (By  Mr  Kennedy.)  I  should  like  to  ask  you  if  it  is  your  opinion  that  the 
evolution  which  is  now  going  on,  if  unchecked,  will  lead  to  a  control  of  the  indus- 
tries of  this  country  and  to  control  of  the  Government  by  a  few  hundred  or  a  few 
thousand  men? — A.  Well,  that  is  mere  conjecture.    I  feel  as  though  we  are  under  | 

a  republican  form  of  government.  We  have  as  socialistic  a  form  of  government 
as  man  has  ever  been  able  to  invent;  and  as  soon  as  the  people  have  an  oppor- 
tunity to  control  matters  in  the  way  I  suggest— to  take  away  charters,  as  weU  as 
grant  charters — a  condition  of  affairs  will  never  rise  whereby  the  monarchical 

>  See  Mr.  Archbold,  p.  646. 
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inatitations  you  suggest  will  be  substituted  for  our  republican  form  of  ^vem- 
iDent.  Monarchies  represent  primogeniture  and  the  principles  of  tymg  up 
property  in  a  few  hands.  A^  this  is  what  brought  on  our  Bevolution.  I  do  not 
think  we  will  drift  back  into  these  abuses,  although  we  have  made  rapid  strides 
in  the  last  2  ^ears  toward  theae  monarchical  ways.  1  believe  it  has  gone  about 
as  far  as  it  will  go.  Commissions  like  your  own  honorable  body  are  getting  the 
facts  impeotially;  Congress  and  the  people  will  know  of  the  evu;  you  will  diag- 
nose the  disease.  There  have  been  a  good  many  patent  medicines  advertised  to 
cure  governmental  ills,  but  they  do  not  reach  the  disease.  I  think  when  you  go 
through  with  this  investigation  and  procure  data  you  can  give  us  more  light  on 
these  questions.  I  know  this  from  3  years  of  experience  in  my  office.  I  know,  so 
far  as  the  State  is  concerned,  that  it  has  absolute  power  to  regulate  man^^  of  the 
abuses  you  refer  to,  namely,  the  abuses  of  governmental  powers  exercised  by 
creatures  of  the  State. 

Q.  Would  not  the  result  which  I  sug^sted  be  realized  if  other  industries  were 
controlled  in  the  way  that  a  few  men  m  the  Standard  Oil  Company  control  the 
oil  production  of  the  country?— A.  Yes;  that  would  be  the  result.  The  social- 
ists are  advocating  that  this  abuse  be  continued,  and  claim  that  it  will  demon- 
strate the  possibility  of  Gk)vemment  ownership.  When  a  few  men  get  x>o8session 
of  all  public  utilities  the  socialists  propose  taking  them  away.  That  is  their 
theory.  The  Government  ought  to  own  all  public  utilities,  and  ultimately  the 
only  way  to  demonstrate  the  possibility  of  such  a  system  will  be  to  allow  a  few 
people  to  demonstrate  it  first.  Men  with  power,  like  Rockefeller  and  others,  will 
demonstrate  the  feasibility  of  central  ownership  and  control,  and  then  the  Gov- 
ernment can  take  their  place. 

Q.  That  is  the  xx>int  1  wished  your  opinion  on. — A.  If  we  always  had  men  like 
RockefeUer  to  run  such  things  it  might  be  better  for  the  public  than  govern- 
mental ownership. 

OOVEBNIIENT  OWNEBSHIP  OB  CONTROL  AT  PRESENT  WOULD  BE  DANGEROUS. 

Q.  Would  it  be  preferable  to  have  the  Qovemment  control  these  public  utilities  or 
to  have  a  few  men,  the  representatives  of  the  corporations,  run  the  industries  per- 
taining to  them  and  run  the  Government  too? — ^A.  The  Federal  Government  nas 
100,000  employees  now  and  it  almost  raises  a  panic  every  time  we  have  a  Presi- 
dential election,  so  Kreat  is  the  demand  for  spoils.  I  do  not  know  what  would 
hai>pen  if  you  added  any  more  to  that.  It  looks  to  me  as  if ,  imder  the  present 
ciTil-service  rules,  the  Government  ownership  of  any  or  all  these  utilities  would 
create  such  a  public  disturbance  that  our  institutions  would  be  in  danger. 

LOCAL  OOVEBNHBNT  OWNERSHIP  SUCCESSFUL. 

We  have  a  great  many  instances  of  public  ownership  in  Ohio;  76  per  cent  of  the 
waterworks  plants  are  owned  by  cities,  and  many  electric-light  and  gas  plants. 
Local  powers  are  granted  to  cities,  giving  them  the  opportunity  to  buy  street  rail- 
ways; that  can  be  followed  up  by  rights  to  maintain  interurban  roads.  The 
experiment  has  been  successful,  as  no  doubt  you  know,  in  the  old  country.  Glas- 
gow, Vienna,  and  other  cities  owning  their  public  utilities. 

I  have  been  converted  to  that  theorv,  viz,  that  cities  should  be  given  the  right 
to  determine  for  themselves  what  puDHc  utilities  they  desire  to  own  or  control. 
It  will  furnish  a  check  to  further  abuse  of  municipal  fnmchises  operated  by  private 
companies. 

FRANCHISE  TAXES  IN  OHIO. 

« 

Q.  (By  Mr.  Farquhar.)  I  suppose  you  have  in  Ohio  a  law  the  same  as  the 
Ford  franchise  bill  of  New  York,  taxing  that  class  of  property? — ^A.  We  are 
pioneers  on  that  principle,  you  know.  We  have  the  Nichols  law,  where  we  take 
the  stock  valuation  as  the  tax  valuation,  and  not  the  value  of  phvsical  tangible 
property.  Other  States  have  been  following  our  law.  Michigan  has  been  f ollowiuR 
it,  even  extending  it  to  railroads ;  we  have  not  proceeded  that  far.  We  substituted 
the  excise  tax— one-half  of  1  per  cent  for  an  additional  tax  upon  railroads.  Since 
I  have  been  in  public  office  we  have  had  a  fight  on  that,  but  the  law  passed.  We 
drew  from  the  Pennsylvania  Company  $96,000  additional  tax  under  the  excise 
law;  we  collected  $450,000  under  the  excise  law,  the  one-half  of  1  per  cent  on 
gross  receipts.  That  is  what  New  York  is  doing  now,  except  that  New  York 
proposes  to  make  it  1  per  cent. 
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SUIT  AGAINST  THE  BREWERY  TRUST. 

Q.  (By  Mr.  Jenks.)  Take  up  the  suits  ag^nst  some  of  these  other  combLna- 
tions,  outside  of  the  Standard  Oil  Company. — ^A.  Yes;  we  have  other  suits;  one 
against  the  Cleveland  and  SandusW  Brewing  Company,  which  is  now  operating 
a  trust;  some  10  brewers  have  placed  their  property  m  a  pool  and  paid  a  promoter 
190,000  for  mortgaging  their  property  back  to  themselves,  and  attempting  to  raise 
the  price  of  beer  over  their  competitors.  The  trust  is  on  the  same  pls^  as  the 
other  trusts;  we  have  testimony  that  1  man  asked  $5,000,000  for  his  plant  which 
was  only  worth  two  and  a  half  million;  they  would  not  buy,  and  then  undertook 
to  destroy  his  business.  They  would  not  cut  the  prices  of  beer;  but  wherever 
there  was  a  competitor  with  a  long  established  business  and  possessing  the  good 
will  of  the  business,  they  would  Duy  him  out.  If  the  plant  was  worth  $10,000, 
they  bought  it  for  fifteen  or  twenty  thousand,  if  it  could  not  be  obtained  for  its 
true  value;  and  then  put  their  beer  in  the  place  of  the  independent  dealer's  beer. 
They  went  out  and  bought  up  his  customers,  and  almost  raised  a  commercial  and 
industrial  war  among  uie  ssuoon  men  in  the  barrooms  of  Cleveland.  We  com- 
menced suit  dweebs  ago  against  this  brewery trust,Tmder  theValentine-Stewart  act. 

THE  TRUST  PROMOTER. 

Q.  You  raised  one  point  that  you  did  not  bring  out  clearly,  viz,  the  question  as 
to  the  power  of  the  promoter. — A.  The  Standard  Oil  Company  trust  is  not  run  by 
a  promoter.  Other  trusts  will  take  a  firm  of  attorneys  and  draw  up  one  of  these 
contracts  and  start  out  and  ^et  options  on  the  leading[  industries  that  are  makiixg 
a  profit  in  any  one  craft  or  business.    The  owners  will  sign  options  to  sell  their 

Slants  for  a  given  amount  to  an  individual,  who  becomes  in  fact  a  trustee.  When 
e  gets  all  the  options  he  can  on  competing  plants  they  then  organize  a  corx)ora- 
tion,  usually  in  New  Jersey,  and  this  individual  turns  these  plants  all  over  to  the 
trust,  and  claims  it  to  be  an  absolute  sale  to  a  new  comnany.  The  courts  in 
Missouri  have  recently  walked  ri^ht  through  that  fiction  ana  held  that  trusts  can 
not  be  disguised  by  one  corporation  buying  the  plants  for  the  purpose  of  deeding 
them  to  one  man,  who  deeds  the  same  to  a  company  formed  for  the  purpose  m 
buying  in  competing  plants.  A  promoter  works  it  up;  the  new  company  issues 
bonds--first-mortgage  bonds — and  sells  them,  and  the  promoter  pockets  the  profits. 
In  this  particular  case  he  received  $30,000. 

Q.  That  is  a  matter  of  evidence? — ^A.  That  is  a  matter  of  evidence.  It  is  from  a 
statement  gathered  by  attorneys  preparing  the  testimony  for  our  contest.  It  is  the 
testimony  of  men  who  have  made  affidavit.  It  amounts  to  this:  10  companies  are 
paying  a  man  $80 ,000  to  get  them  to  combine  their  interest  into  one  company.  It  is 
a  mere  myth,  it  is  a  South  Sea  bubble  scheme;  but  there  are  always  men  glad  to 
try  it. 

Q.  In  the  case  of  the  brewers*  combination  that  you  have  spoken  of  what  was 
the  amount  of  stock  they  issued,  as  compared  with  the  valuation  of  the  plants? — 
A.  They  issued  preferred  stock,  usually  for  about  the  amount  of  the  actual  value 
of  the  constituent  plants. 

Q.  That  is  true  in  this  8X)ecific  case? — ^A.'  Yes;  and  the  common  stock  may  be 
from  three  to  five  times  that,  and  represents  nothing  except  speculative  value. 

Q.  Do  you  recollect  how  it  was  in  this  specific  combination? — ^A.  No;  I  can  not 
give  that.  I  Imow  they  issued  mortgage  bonds  enough  to  pay  for  the  actual 
property  purchased.  They  have  not  transferred  a  single  share  of  trust  stock  in 
4  weeks,  since  the  suit  was  filed.  A  great  many  of  the  interested  parties  are  Ger- 
man, and  they  expressed  a  desire  to  settle— to  have  the  investments  put  back  into 
competing  companies. 

THE  CRAOSISR  TRUST. 

Q.  Can  you  mention  any  other  combinations  in  Ohio  that  have  been  promi- 
nent?— ^A.  Well,  we  have  a  suit  pending  now  against  the  cracker  trust.  Under 
their  promise,  so  far  as  the  Ohio  territory  is  concerned,  they  agreed  not  to  violate 
an^r  State  laws.  Although  we  have  not  taken  testimony,  we  have  filed  interroga- 
tories. They  have  a  system  of  bonuses  that  they  give  back  to  the  customer  if  ne 
buys  exclusively  of  them,  and  the  only  evidence  we  have  of  their  violating  the 
tacit  understanding  with  the  State  is  in  the  case  of  a  new  cracker  firm  which 
recently  leased  grounds  and  buildings  in  Columbus  and  bought  machinery. 
When  it  was  found  they  were  leasing  a  building  and  buying  machinery,  the  presi- 
dent of  the  cracker  company  sent  for  them  and  told  them  that  if  they  undertook 
to  go  into  business  (that  is  their  statement  to  me)  the  cracker  company  would 
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rnin  them.  The  reply  was  that  contracts  were  ont  for  cracker  machinerv  and 
the  constraction  of  bnildings,  and  that  stuts  for  damages  would  follow  if  pro- 
ceedings stopped.  Thereupon  the  trust  agreed  to  take  the  plant  off  their  hands 
whenever  it  was  completed.  Those  trusts  are  not  so  dangerous,  because  I  do  not 
believe  that  when  comnetition  can  enter  any  trust  can  long  thrive.  The  New 
Tork  trust  could  not;  the  whisky  trust  could  not.  Only  when  thev  get  some  pri- 
vate advantage  in  the  transportation  department  do  they  ultimately  thrive.* 

Q.  Have  you  any  information  of  still  others  in  the  State  of  Ohio? — A.  We  have 
the  -tobacco  trust,  but  we  have  not  filed  a  complaint  in  that  case  as  yet.  The 
next  suit  filed  was  that  against  the  tin  plate  trust,  ten  days  ago,  in  Cincinnati,  by 
the  prosecuting  attorney. 

SUIT  AGAINST  THE  CENTRAL  PASSENGER  ASSOCIATION. 

Q.  That  is  substantiaUy  all  that  you  have  direct  evidence  a^inst  so  far? — ^A. 
We  have  a  suit  pending  against  the  Central  Passenger  Association. 

Q.  (By  Mr.  Phillips.)  Is  that  the  American  Tin  Plate  Company  to  which  you 
referred  earlier? — ^A.  Yes.  He  said  he  had  evidence  now  to  start  the  suit;  I  do 
not  know  what  the  name  of  it  is.  The  Central  Passenger  Association  has  grown 
up  since  the  decision  in  the  Joint  Traffic  Association  case  of  the  United  States. 
We  base  our  suit  on  the  strength  of  that  decision.  So  far  as  Ohio  bu^ess  is  con- 
cerned, we  claim  that  the  Ohio  courts  have  jurisdiction  over  railroads  in  the 
State  and  can  prevent  them  from  pooling  their  issues  through  the  Central  Pas- 
senger Association  and  issuing  thousand-mile  tickets  with  rebates,  holding  up 
$80  and  giving  back  ten  after  the  mileage  book  is  used  up,  in  case  it  has  not  been 
transferred.  It  is  questioning  their  power  to  pool  rates  for  the  purpose  of  selling 
thousand-mile  tickets.  We  insisted  that  since  that  joint-traffic  decision  we  must 
have  competition  between  railroads  so  far  as  Ohio  business  is  concerned. 

(}.  (By  Mr.  Jenks.)  If  I  understand  ^ou,  the  different  railroads  of  l^e  State  of 
Ohio  nave  agreed  to  issue  thousand-mile  tickets  for  $30  and  give  a  rebate  of  $10 
'when  the  ticket  is  used  up. — A.  The  Central  Passenger  Association  is  made  up  of 
different  railroads.  They  sign  the  tickets  individually.  They  have  an  executive 
committee  located  at  Chicago;  and  they  have  by-laws  and  a  constitution  that  we 
have  had  furnished  us  through  interrogatories  that  were  attached  to  their  plead- 
ings. They  sell  a  thousand-mile  ticket  which  connects  over  the  different  rail- 
roads that  are  in  the  combination,  and  then  return  $10  in  case  the  ticket  is  not 
transferred.  It  is  really  a  scheme  to  prevent  scalping.  It  is  aimed  at  the  scalper, 
but  is  really  a  scalping  system.  The  railroads  themselves  furnish  directly  to  scalp- 
ers thousand-mile  tickets  that  are  good  over  a  number  of  roads.  This  system 
destroys  the  competition  that  small  travelers  used  to  enjoy.  The  Central  Pas- 
senger Association  is  organized  to  prevent  competition. 

Q.  Are  there  other  combinations  concerning  which  you  have  information?— A. 
That  is  all. 

TRUST  LBQISLATION. 

Q.  Have  you  further  suggestions  to  make  as  to  remedial  legislation? — ^A.  Here 
is  a  copy  of  the  Ohio  statute.  We  collated  different  trust  statutes  last  year  very 
carefully  when  we  drew  this  act,  and  based  it  upon  the  trust  investigation.  We 
find  that  if  we  had  to  do  it  over  we  would  ada  that  clause  I  spoke  of  in  this 
morning's  testimony,  exempting  any  witness  testifying  from  incriminating  him- 
self. That  has  been  approved  by  the  United  States  Supreme  Court.  That  clause 
should  be  added  to  the  statute.  Texas  has  this  year  added  a  6x>ecial  amendment 
to  this  act  that  has  substantially  the  same  features.  At  least,  they  have  an  act 
reaching  directly  the  insurance  companies;  but  as  we  had  an  antitrust  insurance 
law  in  our  State,  we  did  not  incorporate  it  here.  They  suggested  State  confisca- 
tion— merely  duplicate  damages — ^while  the  Sherman  Act  m '  de  it  triplicate. 

Q.  (By  ^.  A. L.Harris.)  How  many  States  have  similar  laws?— A.  Twenty- 
six  States  have  antitrust  laws,  if  I  have  the  facts  correctly,  and  this  winter  there 
have  been  ouite  a  number  of  bills  pending.    I  do  not  know  what  finally  passed. 

Q.  (By  Mr.  Batch  ford.)  Have  you  studied  the  measure  pending  in  the  Michi- 
gan legislature  on  this  subject? — ^A.  Yes, 

Q.  What  is  your  jud^ent  of  it?— A.  They  have  adopted  ours;  we  forwarded 
them  a  copy;  thev  put  in  the  amendments  we  suggested.  We  are  not  entitled  to 
the  credit  of  our  biu.  It  is  a  composite  bill  of  the  New  York,  Blinois,  and  Texas 
laws.  We  did  the  same  last  year;  we  took  the  latest  acts  for  a  guide;  and  they 
are  doing  the  same  now. 

Q.  (Bv  Mr.  North.)  Would  a  law  of  that  kind  in  three-fourths  of  the  States 
be  a  sufELcient  remedy? — ^A.  It  would  correct  all  but  the  interstate  features. 
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Q.  Was  that  also  under  instructions  from  the  Standard  Oil  Company's  man- 
ager?—A.  Yes :  the  boss  was  there,  and  said  he  would  teach  us  a  trick  in  turpen- 
tme,  and  he  taught  us. 

Q.  Have  you  anything  further  concerning  the  price  of  oil  while  you  were  in 
Marietta?— A.  I  think  of  nothing  in  particular. 

Q.  (By  Mr.  Phillips.)  Do  you  mean  to  tell  the  commission  that  jjrou  sold  the 
same  quality  of  oil  from  the  same  tank  under  different  names  and  at  different 
prices? — A.  Yes. 

Q.  The  oil  was  of  the  same  quality  and  yet  different  in  price  ?— A.  Yes. 

Q.  (By  Mr.  Jenks.)  After  leaving  Marietta,  where  did  you  go?— A.  To  Spring- 
field. 

Q.  And  what  position  did  you  hold  there? — ^A.  I  was  country  tank*  wagon  man* 

METHODS  AND  PRICES  AT  SPRINGFIELD,  OHIO. 

Q.  Can  you  tell  us  something  of  your  exx)eriences  there? — ^A.  When  I  went  to 
Springfield  I  had  21  towns  outside  of  that  place,  and  after  awhile  the  trade 
became  so  heavy  I  could  not  hold  it.  I  could  not  take  enough  oil  to  satisfy  the 
trade.  Finally,  Mr.  Mathews  and  Mr.  T.  L.  Oagin,  his  brother-in-law,  came 
over  there.  They  shipped  in  another  wagon  from  the  Milbum  Wagon  Comx)any, 
Toledo,  Ohio,  and  Mr.  Foley,  the  agent  at  Springfield,  went  out  and  hired  G^rge 
Blazer  to  go  to  work.  Mr.  Blazer  came  down,  and  on  the  first  trip  went  to 
Cedarvilie.  While  down  there  he  found  the  prices  were  mixed  up ;  he  did  not 
know  what  to  do,  and  I  think  brought  most  of  it  back.  Mr.  Cragin  was  there 
and  told  Foley  to  explain  to  him  about  how  to  sell  the  different  grades  out  of  the 
same  tank,  by  turning  the  faucet  one  way  for  one  kind  and  a  different  way  for 
another.  Foley  did  not  want  to  tell  him,  and  said :  *'  You  tell  him  yourself." 
Finally,  between  the  two,  they  told  Mr.  Blazer  how  it  was. 

Q.  Did  you  overhear  this  yourself  ? — A.  Yes;  and  Mr.  Blazer  said:  **If  lean 
not  work  for  an  honest  company  I  will  quit. "  *  He  quit  that  day.  This  was  G^rge 
Blazer,  Springfield,  Ohio ;  lie  lives  near  the  East  street  shox>s. 

Q.  Is  that  something  you  know  from  having  heard  it  all  yourself? — A.  Yes. 

O.  Go  on  from  there. — A.  While  at  Springfield  I  sold  Qeorge  H.  Bell,  at  Cedar- 
vilie, Water  White  at  6  cents  and  Silver  Light  at  6^  cents.  I  have  often  sold  as 
many  as  4  grades,  the  same  as  the  rest  of  them,  but  out  of  the  same  tank  at  4 
different  prices.' 

Q.  Were  the  prices  uniform  to  different  customers? — A.  No. 

REBATES  ;  ANYTHING  TO  HOLD  THE  TRADE. 

Q.  Not  even  when  the  grade  was  named  the  same  ? — ^A.  No ;  we  gave  them  the 
same  and  made  a  ticket  out  for  the  same ;  but  we  rebated  them.' 

Q.  That  is,  you  would  rebate  to  some  customers  and  not  to  others? — ^A.  Not  to 
the  others. 

Q.  Did  you  have  any  principle  with  reference  to  these  distinctions ;  or,  if  anyone 
objected,  did  you  just  simply  provide  for  him? — A.  We  always  had  to  do  some- 
thing for  a  kicker.  Anything  to  hold  the  trade ;  that  was  wnat  we  were  t^ere 
for ;  to  keep  other  companies  out. 

Q.  Was  there  much  competition  there  ? — A.  We  had  the  Charles  Ludlow  Oil 
Company  and  a  Cleveland  company,  but  I  do  not  remember  the  name. 

Q.  Did  yon  at  any  time  cut  prices  below  cost  against  some  of  these  other  com- 
panies?— A.  Why,  we  would  cut  in  case  we  had  to;  we  would  sell  as  low  as  4 
cents,  and  still  charge  other  customers  7  cents. 

Q.  You  said  that,  in  order  to  drive  the  Argan  out  of  business,  you  sold  to  Mr. 
Curtis  at  Marietta  cheaper  than  they  could  furnish  oil  to  him  ? — ^A.  Yes. 

Q.  Were  you  doing  the  same  thing  here  ?— A.  Yes.  Our  instructions  were :  Gtet 
the  trade  regardless  of  prices. 

Q.  Had  you  much  opiDosition  in  Springfield  ? — A.  Yes. 

Q.  Do  you  know  who  were  the  independent  companies  selling  there? — A.  There 
was  only  one  in  Springfield,  the  Charles  Ludlow  Oil  Company  ;  but  afterwards  it 
was  consolidated  with  tlie  Standard  Oil  Company. 

Q.  Can  you  tell  anything  else  of  your  experience  on  the  tank  wagons? 

Q.  (By  Mr.  Kennedy,  interrupting. )  How  long  were  you  engaged  in  that  work, 
selling  several  different  grades  of  oil  out  of  the  same  tank? — A.  About  7  years. 

Q.  Did  you  feel  that  you  were  engaged  in  dishonest  work  while  doing  that? — A. 
I  spoke  to  them  about  it ;  they  said  it  was  not  for  me  to  say  what  to  do,  but  to  do 
what  was  said.    That  is  the  reply  they  gave  me. 
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Q.  Did  the  Standard  Oil  Company  pay  yon  well,  while  in  their  employ?—- A. 
Not  very  well. 

Q.  (By  Mr.  Jenks.)  What  wages  did  you  get  in  these  different  positions?— A. 
When  in  Springfield  I  got  $35  a  month,  but  went  to  work  in  the  morning  at  4 
o'clock,  ana  many  a  night  worked  until  9, 10,  or  11 ,  before  getting  in.'  I  had  1  trip 
through  Lawrenceville,  North  Hampton.  Tremont,  Terre  Haute,  and  Bowlesville. 

Q.  (By  Mr.  Eennbdy.)  Did  you  leave  the  employ  of  the  Standard  Oil  Com- 
pany because  you  felt  you  could  not  engage  in  this  dishonest  practice? 

MANY  GRADES  OF  OIL  ONLY  NOMINAL. 

Q.  (By  Mr.  Farquhar,  interrupting.)  You  sx)eak  of  selling  different  grades 
of  oil  out  of  1  tank.  How  do  you  construe  the  word  grades  ?  Is  it  a  title  or  a 
condition? — ^A.  It  is  a  brand  on  the  barrel. 

Q.  And  that  is  all  it  was? — A.  Yes. 

Q.  So  you  men  were  selling  different  names  instead  of  different  grades,  with 
only  1  gprade  in  the  tank?— A.  Yes.  We  called  it  a  grade,  but  still  it  was  only  a 
name. 

Q.  (By  Mr.  Phillips.)  There  are  different  grades  of  oil  sold,  are  there  not? — 
A.  Yes ;  the  Standard  Oil  Company,  I  believe,  makes  3  grades  altogether. 

Q.  (By  Mr.  Jenks.)  There  are  3  grades  of  refined  oil.  You  have  not  known  of 
anymore? — A.  No. 

Q.  And  how  many  different  grades  do  thev  pretend  to  have  which  they  sell  at 
different  prices?  I  think  you  named  8. — ^A.  Yes ;  I  have  seen  a  dozen  grades  sold 
at  different  stations. 

Q.  And  you  think  they  sell  at  as  many  as  a  dozen  different  prices  at  different 
stations  from  these  3  actual  grades? — A.  Well,  there  was  just  about  one-half 
to  one-fourth  cent's  difference  in  the  price  sometimes ;  Silver  Light  was  always 
one-half  cent  more  than  Water  White ;  Bed  Star  was  one-fourth  cent  more  than 
Water  White ;  but  they  all  came  out  of  the  same  tank.* 

Q.  Would  they  sometimes  be  selling  tmder  as  many  as  a  dozen  different  names 
atone  station? — A.  They  sold  under  8  names  at  each  station  ,-  but  when  we  got  to 
Columbus  and  Urbana  we  dropx)ed  Hyx)erion  and  the  southern  names,  and  put 
in  the  new  names.    There  were  about  8  grades  at  each  station. 

Q.  Out  of  3  real  grades  they  sold  about  8  nominal  grades  on  an  average?— A. 
Yes. 

Q.  (By  Mr.  Phillips.)  What  are  the  3  grades  that  the  Standard  Oil  Com> 
pany  makes,  to  which  you  refer  ?  Can  you  name  them  ? — ^A.  I  think  the  correct 
names  are  Diamond  Wmte,  Water  White,  and  Eocene. 

THE  TEST  OF  DIFFERENT  GRADES. 

Q.  Can  you  tell  what  the  test  of  these  different  oils  is?— A.  The  Diamond 
White  is  150  def^ees  open  cup  and  120  closed  cup.  The  State  test  is  120  degrees, 
and  120  degrees  is  what  we  test  it  ourselves.  There  is  about  10  degrees  difference 
in  each  one.  Tlie  fire  test  of  the  State  will  run  120  degrees  on  each  one.  Of 
course,  the  cheaper  the  oil  the  lower  the  test ;  the  better  the  oil  the  harder  it  is 
to  ignite.' 

Q.  How  did  you  happen  to  leave  your  position  at  Springfield,  Ohio? — ^A.  Mr. 
Mathews  came  there  and  raised  my  salary  and  sent  me  as  cashier  to  Columbus, 
Ohio. 

Q.  What  salary  did  you  then  get? — ^A.  I  was  getting  $85 ;  he  raised  me  to  $40 
ana  sent  me  to  Columbus. 

COMPOUNDING  OILS  AT  COLUMBUS,  OHIO. 

Q.  What  was  your  business  at  Columbus,  cashier  at  the  works?— A.  While  I 
was  there  I  had  charge  of  the  works  and  all  the  shipments.'  I  took  care  of  all  the 
money,  received  orders,  and  sent  out  bills.  We  did  considerable  mixing  in  Co- 
lumbus. When  a  person  wanted  a  barrel  of  boiled  linseed  oil  and  we  had  none, 
we  had  an  agitator  heated  up  to  125  degrees  and  put  in  3  gallons  of  Japan  dryer ; 
that  made  boiled  linseed  oil.  When  a  person  wanted  miners*  oil  we  would  get  3 
barrels  of  cottonseed  oil  and  mix  it  with  2  barrels  of  miners'  stock  and  make 
miners*  oil  out  of  it.' 

Q.  Then  in  this  Columbus  establishment  instead  of  selling  merely  refined 

Setroleum,  you  also  sold  other  kinds  of  oil?— A.  That  was  the  habit  over  all  that 
istrict ;  the  oil  was  shipped  from  there ;  all  paraffin  oil  came  from  Cleveland 
in  blank  heads.    If  a  person  wanted  rubbing  oil  for  furniture,  ozone,  paraffin, 

1  See  p.  494.  >  See  p.  485. 
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diamcmd  paraflln,  gold«n  maehimery,  mr  a  g«od  straight  machinery,  we  got  it  in 
blank  heaoB ;  turned  out  whatever  £hey  wanted  and  charged  prices  accordingly. 

Q.  In  connection  with  the  sale  of  these  different  kinds  of  oil,  do  you  mean  to 
sa^  you  regularly  manufactured  linseed  oil  there  or  sometimes  had  the  genuine 
boiled  linseed  oil  ? — ^A.  No ;  we  never  had  any  of  that. 

Q.  (By  Mr.  Phillips.  )  Was  the  genuine  Imseed  oil  worth  more  per  gallon  than 
that  which  you  manufactured?— A.  In  boiling  and  handling  the  oil  a  certain  per 
cent  is  lost.  We  took  a  low  oil  with  a  little  Japan  dryer,  but  the  dryer  being 
thicker  than  the  linseed  oil,  does  not  mix,  so  we  put  it  in  a  range  that  held  5  bar- 
rels and  heated  it  up  to  125  degrees,  when  the  dryer  would  come  to  the  top  and 
we  would  mix  it ;  that  would  make  it  a  dark  color  and  it  would  go  off  for  linseed 
oil  all  right. 

Q.  Was  it  as  valuable  as  boiled  linseed  oil? — ^A.  No. 

Q.  (ByMr.  Jenks.)  How  much  money  was  saved  by  this  mixing  process,  do 
you  suppose? — ^A.  Any  where  from  5  to  6  cents  per  gallon. 

Q.  Besides  boiled  linseed  oil,  what  others  did  you  ma^e  in  this  same  way? — ^A. 
To  make  the  miners'  lamp  oil  we  took  3  barrels  of  cottonnaeed  oil  and  2  barrels  of 
miners'  stock  and  mixed  them.' 

Q.  Was  that  for  the  purpose  of  saving  on  the  cost?— A.  Certainly;  paraffin  was 
worth  10  cents,  extra  golden  machine  12  or  18  cents,  and  light  rubbing  oil  was 
worth  14  cents.  We  just  branded  the  oil  to  suit  the  customers,  and  gave  them 
what  they  wanted.* 

Q.  And  gave  substantially  the  same  thing?— A.  The  same  thing  in  every  barrel. 

Q.  (By  Mr.  Batchford.)  I  should  like  to  get  to  the  process  of  compounding 
the  miners'  oil.  Do  you  say  it  was  8  barrels  of  linseed  ou  and  2  of  other  oil? — A. 
Three  barrels  of  cotton-seed  oil  and  two  of  miners'  stock. 

Q.  What  did  the  oil  generally  sell  for  after  the  mixing  took  place?— A.  Miners' 
oil  varies.  Sometimes  it  is  as  low  as  22  cents  and  goes  up  to  84  cents.  The 
miners'  stock,  I  think,  costs  about  6  or  6^  cents;  the  price  of  the  cotton-seed  oil 
depends,  of  course,  on  the  market;  the  American  Cfottonseed  Oil  Company,  of 
Cincinnati,  regulates  the  market. 

Q.  What  do  you  imderstand  by  miners'  tar?  Do  you  handle  any  paraffin  wax? — 
A.  We  handle  it  only  in  pound  cakes  and  20-pound  slabs,  but  we  do  not  use  it  for 
that  purpose  at  all — ^it  would  not  do. 

Q.  (By  Mr.  Jenks.  )  In  the  position  you  held  at  Columbus  as  cashier  you  know, 
of  course,  about  the  details  oi  the  busmess,  i.  e.,  how  this  mixing  was  done ;  but 
did  you  yourself  take  part  in  it?— A.  No;  but  every  day  I  would  have  to  go  out  in 
the  warehouse  and  make  a  report  for  the  time.  Mr.  Adam  Paulus  would  come  to 
me  and  say  he  wanted  to  mix  up  some  miners'  stock  and  would  like  a  number  of 
barrels;  I  would  deduct  them  from  my  stock  report  each  day  so  that  the  rei>ort 
showed  what  we  sold  and  what  we  had  left  in  stock;  it  showed  every  empty 
barrel  left  at  the  station  at  night.^ 

Q.  To  whom  did  you  make  your  report?— A.  I  made  it  to  the  general  office  in 
the  Wheeler  Building.    A  boy  would  come  down  and  get  it  every  day. 

Q.  Did  I  understand  you  to  say  that  the  mixer  did  that  work  as  his  rerolar 
business? — ^A.  No ;  he  mixed  oils,  but  when  he  did  not  have  that  work  to  do  he 
would  take  care  of  the  machinery. 

Q.  Was  it  your  business  to  furnish  the  different  kinds  of  material  he  wanted? — 
A.  He  would  order  so  many  barrels  and  I  would  see  that  he  got  them.  These 
barrels  were  dumped  into  the  kettle  and  he  sat  there  and  stirred  it  up.  I  would 
stay  there  to  see  that  he  dumped  it  in.  I  would  charge  him  up  with  so  much  oil, 
and  give  him  credit  for  the  empty  barrels  he  had  taken. 

Q.  After  this  oil  had  been  mixed  did  it  come  into  your  hands  again,  being  the 
different  oils  of  the  stock  you  had  to  sell? — A.  Yes. 

Q.  (By  Mr.  Fabqxthar.)  Have  you  had  any  e2T)erience  outside  of  your  work 
for  the  Standard  Oil  Company  in  compounding  oils?— A.  No. 

Q.  Do  you  know  any  or  the  other  formulas  of  the  comiwunders  of  oil  in  the 
Umted  States? — ^A.  Well,  I  have  been  aroimd  refineries,  but  I  never  noticed  that 
they  compounded  at  all. 

Q.  Are  you  aware  there  is  such  a  business  in  refineries?— A.  In  my  talk  with 
other  people  I  find  they  never  compound  as  we  did. 

Q.  But  you  don't  know  anything  about  compounding  outside  of  what  you  saw 
in  the  works  of  the  Standard  Oil  Company?— A.  I  do  not. 

METHODS  OF  MEETINQ  COMPETITION  AT  COLUMBUS. 

Q.  (By  Mr.  Jenks.)  Have  you  anything^urther  to  say  with  reference  to  your 
experience  as  cashier  in  Columbus?— A.  We  had  our  secret  process  there  as  at 
other  places.    We  had  our  rebates  at  Columbus,  which  made  oil  about  1  cent  a 
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gallon  cheaper,  on  account  of  the  Clereland  Refining  Company  being  there  as  a 
competitor.  >  When  they  came  there  it  was  pretty  hard  work  for  the  Standard  Oil 
Company,  so  they  hired  Mr.  E.  W.  ShoemaKer  to  start  the  Shoemaker  Oil  Com- 
pany. Mr.  Shoemaker  came  up  and  the  Standard  Oil  Company  had  painted  on 
Charlie  Carr*s  wagon  in  big  letters,  '*  Shoemaker  Oil  Company."  We  often  got 
orders,  the  same  as  Down  &  MilHken,  at  Washington  Court  douse,  for  carloads 
of  oil;  they  had  to  buy  cheaper,  so  the  Standard  cut  the  old  prices  at  Washin^n 
Court  House ;  that  is,  they  cut  prices  and  sent  it  to  Shoemaker  at  reduced  prices, 
and  branded  it  Shoemaker  Oil  Company. 

Q.  That  is,  it  was  supx>06ed  that  they  bought  from  the  rival  of  the  Standard 
Oil  ComjMUiy  when  they  were  buying  from  the  Shoemaker  Oil  Coxnpany  ? — A.  Yes. 

Q.  (By  Mr.  Phillips.)  And  was  that  used  bv  the  Standard  Oil  Company  to 
supplv  both? — A.  Yes ;  Mr.  Mathews  said  that  he  stood  their  share  of  the  loss, 
and  if  there  was  any  loss  the  Standard  Oil  Company  stood  it  on  these  cut  prices. 
Mr.  Shoemaker  drew  a  straight  salary  and  loaded  his  wagon  at  the  Standard's 
warehouse.  Mr.  Clarence  Tolan,  who  was  his  bookkeeper,  boarded  with  me  at 
Jbs.  Diclson's,  on  North  High  street.  He  was  bookkeeper  and  cashier  at  the 
Shoemaker  Oil  Company  and  I  was  cashier  and  bookkeeper  down  at  the  Standard 
Oil  Company's  works.  We  were  together  all  the  time,  boarded  together,  and 
w^t  together. 

Were  both  of  you  receiving  -p&y  from  the  Standard  Oil  Company  ? — ^A.  Yes. 
Did  you  say  that  Shoemaker  was  paid  a  salary  ?— A.  Yes. 
Do  you  know  that  for  a  fact  ? — ^A.  Mr.  Mathews  swore  to  it  as  a  fact  before 
Mr,  Monnett,  in  Columbus. 

Q.  (By  Mr.  Phillips.)  About  what  was  the  magnitude  of  the  business  while 
you  were  cashier  there  ?  What  would  your  footings  show  each  day  in  a  month  ? — 
A.  Well,  lots  of  days  it  ran  up  to  $700  or  $800.  I  have  known  one  wagon,  that 
of  Moee  Gradwohl,  to  take  in  $200  in  1  day.^ 

Q.  Have  you  anything  further  with  reference  to  the  work  at  Columbus  ?~A.  I 
do  not  think  of  anything  more. 

Q.  (By  Mr.  Phillips.)  Do  you  know  about  how  much  the  competitors  of  the 
St^dara  Oil  Comi>any  sold  in  Columbus? — A.  Clarence  Trimble  told  me  that  we 
were  about  on  an  even  basis.  Mr.  B.  A.  Mathews  hired  a  boy  to  go  and  see 
how  much  oil  they  were  shipping  out  each  moiiiing.  He  would  go  down  to  the 
station  every  day  and  watch  the  tank  cars  which  they  got,  and  watch  their 
business,  too. 

O.  ( By  Mr.  Jenks.  )  Did  he  report  to  you  every  day  ?— A.  He  would  take  account 
of  the  tank  cars  and  give  us  the  number  and  we  would  send  the  rexx>rt  to  Columbus. 

Q.  (By  Mr.  Phillips.)  Were  the  competitors  driven  out  of  business  in  Colum- 
bus wnile  you  were  there? — ^A.  Well,  they  cut  prices  so  that  those  people  came 
and  arranged  with  the  Standard  Oil  Company  to  hold  prices  up  to  a  certain  point. 
Prices  remained  the  same  excepting  what  few  rebates  we  had.' 

Q.  Do  you  not  know  how  much  they  were  permitted  to  sell  ? — ^A.  No,  I  do  not. 

Q.  Or  what  proportion  of  the  trade  they  oDtained  under  that  arrangement  ? — 
A.  iNo,  I  do  not.  They  had  an  arrangement;  they  went  from  one  to  the  other;  if 
the  Standard  Oil  Company  telephoned  down  there  to  raise  prices,  they  would 
raise  them. 

Q.  (By  Mr.  Kennedy.)  Did  the  other  companied  in  Columbus  also  sell  many 
different  gprades  of  oil  out  of  tl^e  same  tank  ?— A.  They  never  handled  but  three 
grades  that  I  knew  of. 

Q.  Three?— A.  Yes.    They  handled  Penoline,  Safety  Light,  and  Electric  Light.* 

Q.  Do  you  mean  they  had  1  grade  of  oil  in  a  tank  and  sold  3  different  grades 
out  of  it  ? — ^A.  No ;  they  had  3  storage  tanks;  we  had  10  at  Columbus;  we  had  our 
cotton  seed,  linseed,  turpentine,  and  2  water  tanks;  we  had  10  tanks,  and  they 
had,  I  think,  4;  1  held  5,000  barrels  and  1  held  10,000  barrels;  and  we  had  another 
one  that  held  1,000  barrels. 

Q,  Do  you  know  of  their  having  deceived  the  public  in  the  same  way  the 
Standard  Oil  Company  did?— A.  Not  that  1  know  of. 

AGENT'S  special  COMPETITION  REPORT. 

Q.  (By  Mr.  Jenks.  )  Were  you  in  a  position  to  find  out  ?  Were  you  in  a  position 
-where  you  would  have  been  likely  to  find  out  if  they  were  deceiving  the  public 
the  same  way  as  the  other  x>eople  did?— A.  We  always  made  it  a  x)oint  to  go 
around  and  see  what  they  got;  that  was  always  our  instructions,  just  the  same 
as  though  it  was  our  business.  I  probably  have  got  some  of  the  Columbus  letters 
with  me  now.  I  have  one  here  dated  May  28,  1896  [reading]:  **  W.  H.  Clark, 
Urbana,  Ohio.  Dear  Sir:  Herewith  inclosed  please  find  competition  list  to  be 
filled  out  by  you  the  1st  of  June.    Please  fill  out  carefully  and  return,  and  add 

1  See  p.  400.  »  Compare  affidavit  of  Moses  Gradwohi,  p.  490. 
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to  this  list  any  parties  you  know  of  who  are  buying  all  or  xwrtions  of  their  goods 
outside.    Yours  very  truly,  B.  A.  Mathews." 

Here  is  another  letter  dated  July  3,  1896  [reading]:  **W.  H.  Clark,  esq., 
Urbana,  Ohio.  Dear  Sir :  Inclosed  please  find  competition  sheet  to  be  fiUed  out 
very  carefully  and  returned  to  me  as  soon  as  possible  after  you  receive  it.  Fleaae 
give  full  information  with  reference  to  parties  on  list,  and  where  names  do  not 
appear  of  parties  who  are  buying  outside,  please  enter  them,  giving  full  informa- 
tion.   Yoars  very  truly,  B.  A.  Mathews." 

Q.  Have  ^ou  a  copy  of  the  comx)etition  sheet  with  yon  ? — A.  I  think  I  have  one ; 
the  competition  got  a  little  fast  on  us,  and  this  was  sent  to  me :  "May  25, 1807. 
W.  H.  Clark,  Newark,  Ohio.  Dear  Sir:  I  forward  to  you  to-day  a  supply  of 
blanks  same  as  sample  herewith  inclosed,  which  is  to  take  the  place  of  the  bttle 
slip'  that  has  formerly  been  used  for  repoi-ting  daily  competitive  oil.  Will  yon 
kindly  fill  out  one  of  these  blanks  weekly,  commencing  with  June  1,  and  when- 
ever the  month  ends  in  the  middle  of  the  week,  make  out  one  on  the  last  day  of 
the  month  for  the  portion  of  the  week  not  covered  in  the  last  week  you  report. 
Enter  upon  this  report  all  competitive  oil  or  gasoline  that  you  have  been  able  to 
locate  during  the  week,  and  if  during  the  week  you  have  been  unable  to  loc^ite 
any  competitive  shipments,  then  write  across  the  face  of  the  blank  *  Nothing  to 
report'  and  mail  it  to  this  ofiBce.  Be  sure  to  mail  it  whether  you  have  competi- 
tive receipts  to  report  or  not.  If  there  is  anything  about  this  report  that  you  do 
not  understand,  please  confer  with  me  at  once,  as  it  is  verv  important  that  it 
should  be  made  out  promptly  and  forwarded  reg^arly.  Trusting  that  I  will 
have  your  hearty  cooperation,  I  am,  yours  very  truly,  fi.  A.  Mathews."  I  have 
not  one  of  these  blanks. 

Q.  Have  you  not  one  of  those  competitive  lists? — ^A.  I  have  not,  but  I  can  get 
one. 

Q.  Were  you  ordered  to  fill  up  the  competition  blank  regularly  or  not? — ^A. 
Yes ;  we  filled  them  out ;  first  on  the  blank  was  the  producer,  then  name  of  the 
town,  and  the  price  he  bought  at. 

Q.  How  did  you  find  that  out? 

Q.  (By  Mr.  Phillips).  From  whom  he  bought?— A.  We  would  get  around 
him  and  talk  to  him  to  see  if  we  could  get  out  of  him  what  he  paid  for  the  oil. 

Q.  (By  Mr.  Jenks.)  You  spoke  of  having  a  boy  for  that? — A.  Yes ;  it  was  his 
business  to  notice  every  tank  car  that  came  in  for  the  competitors. 

9.  Was  that  boy  paid  regularly  by  you  to  do  that  work  ?— A.  He  was  regularly 
IMtid  for  that  work. 

S.  By  you? — A.  Yes ;  he  drew  $15  a  month ;  his  name  was  Clarence  Trimble.* 
.  (By  Mr.  Phillips.)  After  sending  in  these  reports,  what  instructions  did 
you  get  about  meeting  this  competition  ? — A.  Well,  in  some  cases  we  were  not 
ordered  to  do  anything,  but  the  next  time  we  had  any  business  transactions  we 
were  to  attempt  to  get  their  trade;  and  even  if  it  cost  us  a  dollar  or  two  we  were 
to  try  to  get  hold  01  it. 

Q.  (By  Mr.  Jenks.)  You  say  if  it  cost  you  a  dollar  or  two.  Do  you  mean 
that  you  were  to  cut  prices  tnat  much? — ^A.  Sometimes  we  would  buy  empty 
barrels,  but  we  would  cut  that  much  sometimes.  If  we  had  to  pay  more  than 
market  prices  for  them,  we  would  say  that  we  would  ts^e  them  in  at  so  much 
apiece.    I  do  not  mean  barrels  of  oil,  out  empty  barrels. 

Q.  That  is,  if  they  would  take  your  oil  instead  of  that  of  your  competitors  you 
would  take  the  barrels  at  an  exorbitant  price? — ^A.  Take  them  all ;  yes.* 

(^.  Do  you  recollect  any  other  methods  you  employed  in  order  to  crush  com- 
petition?— A.  There  is  nothing  that  I  think  of  at  Columbus. 

Q.  (Mr.  Phillips.)  Do  you  know  of  any*  other  instances  of  selling  under 
assumed  names  excepting  the  ones  you  mentioned  at  Columbus?— A.  Only  at 
Columbus. 

Q.  (By  Mr.  Jenks. ^  How  long  were  you  at  Columbus? — ^A.  I  went  the  20th  of 
MflSrch  and  staid  until  the  16th  of  December. 

STANDARD  OIL  COMPANY'S  METHODS  AT  URBANA,  OHIO. 

Q.  Then  what  change  did  you  make? — ^A.  Then  I  was  promoted  to  be  manager 
of  uie  Standard  Oil  Company  at  Urbana,  Ohio. 

Q.  You  say  you  were  promoted.  What  increase  of  salary  did  you  get? — 
A.  The^  did  not  increase  my  salary  at  first,  but  paid  my  board  until  March ;  then 
they  raised  me  (15  a  month. 

Q.  That  is,  you  had  had  $35,  then  $40  and  board,  and  then  you  were  raised  to 
$55?— A.  Yes. 

Q.  Will  you  tell  us  with  reference  to  your  experience  at  Urbana  ?  As  manager 
you  really  had  full  charge  of  all  their  business?— A.  Full  charge;  yes.* 

1  See  p.  496.  - 
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Q.  Did  yon  receive  instmctions  directly  from  Mr.  Mathews?— A.  I  received 
iiistractions  directly  from  Mr.  Mathews;  and  when  any  bnsiness  aronnd  there 
had  to  be  seen  to  I  was  the  one  to  look  after  it.  Ever^hino^  fell  to  me;  bnt 
things  ran  along  smoothly.  I  had  no  competition.  Charlie  LnoUow  did  not  come 
out.  He  bothered  ns  once  in  a  while,  bnt  we  did  not  pay  any  attention  to  him. 
Finally  Mr.  William  Helmick,  who  had  formerly  been  in  the  oil  bnsiness  there 
nnder  nis  father,  Mr.  John  Helmick,  bnt  who,  after  his  father  died  and  left  him 
some  money,  bonRht  a  farm  and  went  to  farming,  came  there.  When  he  saw  he 
oonid  not  do  anjrthing  farming  he  sold  his  farm  and  invested  his  money  in  .the  oil 
bnsiness  for  the  Cleveland  Bennin^  Company. 

Q.  Do  yon  know  how  large  an  mvestment  he  made  ?— A.  I  do  not  know  the 
amonnt.  I  know  the  first  shipment  he  cpot  in  was  800  and  some  dollars,  and  I 
remember  he  told  me  his  bill.  Finally  Mr.  H.  S.  Hollingsworth,  of  Colnmbns, 
came  over.  He  takes  care  of  a  good  deal  of  the  bnsiness  for  Mr.  Mathews  at 
-present  as  well  as  then.  He  came  over  there,  and  he  and  I  went  ont  to  Mr. 
Uelmick*s  honse  and  tried  to  scare  him  ont  of  it.  We  told  him  we  were  going  to 
cnt  prices  and  everything,  and  Mr.  Helmick  was  kind  of  nervons.  Finally  Mr. 
Welsh,  of  Springfield,  came  np. 

Q.  Was  Mr.  Welsh  another  employee  of  the  Standard  Oil  Company?— A.  Yes; 
he  was  a  cooper  man,  and  workea  at  the  cooper  shop  in  Springfield.  All  three  of 
ns  talked  wiui  Mr.  Helmick  abont  oil,  and  abont  selling  ns  the  oil  at  the  price  he 
paid  for  it.  He  refused  to  do  that  at  first.  Finally  we  worked  a  bluff  on  him 
about  cutting  the  price,  and  did  cut  it  a  little  in  one  or  two  places  where  he  was 
selling.    He  nad  to  dispose  of  his  oil  the  best  way  he  could. 

Q.  In  these  places  where  you  cut  did  yon  cut  below  what  he  had  been  paying 
for  the  oil?— A.  Yes. 

Q.  Then  I  suppose  you  threatened  to  cut  still  further  ?— A.  Yes;  to  cut  still  fur- 
ther if  he  stayed  in  the  business. 

Q.  How  much  did  you  say  you  would  cut  ?— A.  I  think  oil  was  selling  at  whole- 
sale in  Urbana  for  8  cents,  and  I  believe  we  cut  to  6  cents,  or  about  that.  T  know 
it  went  down  about  li  to  2  cents. 

O.  And  you  made  threats  to  cut  it  still  further  ?— A.  Yes. 

Q.  How  low?— A.  We  told  him  we  would  go  1  cent  a  gallon  further.  Finally 
he  quit  the  business  and  went  to  the  poorhouse.  His  sister  from  Iowa  came  and 
took  him  out,  and  he  is  out  there  now. 

Q.  (By  Mr.  Phillips.  )  Was  that  caused  by  the  purchase  of  $300  worth  of  oil  ?— 
A.  He  had  most  of  the  trade;  he  was  a  citizen  there  and  the  people  liked  him.  He 
could  have  handled  the  trade  there  and  made  an  honest  living.  When  he  came 
he  put  up  a  building.  We  would  not  take  the  buildinf^  off  his  hands,  and  would 
not  help  nim  out  an^  at  all.  We  just  closed  in  on  him  like  any  other  person; 
and  when  you  close  in  on  them  pretty  hard,  you  know  what  happens. 

O.  (By  Mr.  Kennedy. )  Didyou  not  say  you  started  up  there  and  had  no  com- 
petition until  he  came?— A.  Yes;  we  had  no  competition  to  speak  of  until  he 
came  in. 

Q.  (By  Mr.  Jenks.)  And  when  he  came,  he  put  up  this  building  and  began 
buying  oil,  and  you  agreed,  if  he  would  quit,  to  take  his  oil  off  his  hands?— A. 
We  were  willing  to  agree  to  do  that,  but  he  would  not  do  that.  We  worked  a 
bluff  on  him.  His  wife  wbs  on  the  stair  steps  in  the  hall  and  stayed  there  and 
cried.    We  had  quite  a  time  when  we  were  there. 

Q.  You  did  not,  then,  take  any  oil  off  his  hands?— A.  I  think  we  got  about  4  or 
5  barrels.  We  just  painted  those  over  and  shipped  them  ont  in  the  name  of  the 
Standard  Oil  Company. 

Q.  But  he  must  nave  disposed  of  the  oil  he  had  at  some  price  ?— A.  He  disposed 
of  it  all  over  town;  wherever  he  could  drop  5  barrels  he  aropi)ed  it. 

Q.  He  must  have  sold  his  building  for  something  ?— A.  No;  he  did  not  get  any- 
thing out  of  his  building.  The  council  of  Urbana  does  not  allow  over  1  barrel  of 
oil  or  gasoline  at  any  one  place;  more  than  that  must  be  200  feet  from  any  build- 
ing.   Be  had  to  build  his  building  away  out  of  town,  so  that  it  was  no  good  to  him. 

Q.  So  you  think  that,  owing  to  your  competition  and  threats,  he  practically  lost 
allhis  money  ?— A.  He  lost  it  all. 

Q.  (By  Mr.  Kennedy.)  In  other  words,  jrou  think  the  Standard  Oil  Company 
drove  tbat  man  to  the  poorhouse?- A.  I  think  that  is  what  caused  it.* 

Q.  (By  Mr.  Farquhar.)  Had  this  man  had  any  experience  in  buying  oil  before 
that?— A.  His  father  had  been  buying  oil  for  20  years  of  the  Standard  Oil  Com- 
pany, and  had  their  tanks  there.    He  was  in  the  business  probably  20  years. 

Q.  Did  this  son  have  experience  ?— A.  He  worked  for  his  father  all  the  time  and 
drove  his  wagon.  _  ..     .    .^ 

Q.  Did  they  come  in  opposition  to  the  Standard  Oil  Company  ?— A.  They  came 

^  See  pp.  496-i99. 
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there  and  the  Standard  Oil  Company  bought  them  oot.  Finally  the  old  man  diod, 
leaving  his  money  to  his  son  who  then  started  up. 

Q.  But  he  did  not  know  his  business? — A.  He  knew  the  oil  business. 

Q.  (By  Mr.  Kennedy.)  Did  you  not  say  this  man  had  failed  as  a  farmer  just 
previous  to  his  going  into  the  oil  business? — ^A.  Well,  his  wife  did  not  like  the 
farm.  He  did  not  make  much  money,  and  was  not  doing  much  on  the  farm. 
His  wife  did  not  like  it  and  was  in  town  all  the  time.  He  could  not  stand  it,  and 
so  he  sold  his  farm. 

Q.  (By  Mr.  Phillips.)  And  put  the  money  into  the  oil  business? — ^A.  And  put 
it  into  the  oil  business. 

Q.  You  spoke  of  his  goinp:  to  the  poorhouse.  How  did  he  come  to  go  to  the  poor- 
house?  On  account  of  failmg  in  health,  or  from  not  getting  any  employment? — 
A.  You  see  Urbana  is  a  kind  of  a  little  town ;  it  has  two  strawboaros  there,  and 
Barley,  Kent  &  Co. 

Q.  (By  Mr.  Jenrs.)  What  is  their  business? — A.  They  make  furniture.  There 
is  not  much  work,  so  he  did  not  get  anything  to  do.    That  is  all  he  could  do. 

Q.  Was  the  man  strong,  so  that  he  might  have  worked? — ^A.  He  could  have 
worked.  I  do  not  suppose  he  was  stout  enough  to  do  hard  manual  labor,  but  he 
could  do  work,  like  driving  around  and  waiting  on  the  trade. 

Q.  Probably  he  could  not  go  into  this  furniture  establishment,  or  any  place 
like  that,  to  get  regular  work  t — A.  No ;  it  was  too  heavy  for  him, 

%Have  you  anything  further  with  reference  to  your  experience  as  nwnager 
rbana?— A.  No ;  I  stayed  there  until  fall,  then  I  went  to  Newark,  Ohio. 

Q.  (By  Mr.  Phillips.)  How  much  did  the  Standard  Oil  Company *s  trade 
amount  to,  in  Urbana,  a  month?— A.  We  would  run  by  the  month,  I  suppose, 
about  40,000  or  50,000  gallons;*  our  line  went  as  far  as  Mechanicsburg  on  the  east. 
West  Liberty  on  the  north,  Tremont  on  the  south,  and  St.  Paris  on  the  west, 
making  quite  a  scope. 

Q.  (By  Mr.  Kennedy.)  Did  you  also  sell  several  grades  of  oil  out  of  the  same 
tank  in  Urbana? — ^A.  Yes. 

Q.  (By  Mr.  Jenks.)  Were  tbe  general  methods  there  the  same  as  at  other 
places? — ^A.  Yes. 

MANY  DIFFERENT  PRICES  FOR  OIL  AT  NEWARK,  OHIO. 

Then  you  went  from  there  to  Newark? — ^A.  Yes. 

Was  that  in  the  nature  of  a  promotion  also?— A.  They  promised  me  a  raise 
when  I  went  to  Newark;  they  changed  my  salary  to  $2.25  per  day;  that  made 
more  money  than  what  I  was  getting,  on  account  of  the  days. 
So  you  did  ^et  an  increase  in  salary  there? — A.  Yes. 
What  position  did  you  take  at  Newark?— A.  I  was  manager  at  Newark.*  * 

^   Was  your  business  the  same  generally  as  it  was  in  Urbwia?- A,  Yes;  but 
Newark  was  a  larger  station  than  Urbana. 

Q.  How  much  more  business  did  you  have  to  oversee  there?— A.  Our  Newark 
business  ran  about  80,000  gallons  per  month.' 

Q.  Can  you  tell  us  with  reference  to  your  experience  there?— A.  At  Newark  the 
business  was  much  harder  than  it  was  at  Urbana  on  account  of  the  fact  that  we 
had  from  20  to  25  prices.  We  sold  J.  P.  Lamb  &  Co.  gasoline  at  7  cents;  Mr.  J. 
M.  Brown,  in  the  store  beside  them,  we  charged  0^  cents.  We  charged  Mr.  Ran- 
kin 6  cents  for  oil,  and  drove  right  down  to  Showman  Brothers  and  diarged  them 
7^  cents.*  We  then  drove  to  Mr.  Hagmeier  and  made  him  a  ticket  out  the  same 
as  the  others,  but  we  always  rebated  him.  I  think  I  have  his  receipts  here  now. 
Here  is  one. 

Q.  Will  you  read  it?— A.  (Reading.)  **  February  28,  '99,  Mr.  Clark,  when  agent 
of  Standard  Oil  Co.,  has  paid  me  a  great  many  rebates  on  goods  which  were 
receipted  for  when  given.    Geo.  J.  Hagmeier." 

Q.  About  how  much  of  a  rebate  did  you  make  Mr.  Hagmeier  ?— A.  One  cent  on 
gasoline  and  2  centb  on  oil  that  he  picked  up.* 

Q.  When  you  were  selling  to  others  at  7  cents  you  billed  his  at  7  with  a  rebate, 
so  you  really  sold  him  at  5?— A.  Yes. 

Q.  Did  you  make  that  to  Mr.  Hagpoieier  on  direct  instructions  from  the  office  ? — 
A.  Mr.  Mathews  himself  was  in  the  office  in  November ;  he  told  us  in  Newark ;  he 
told  me  to  give  it  to  him. 

PRICES  FIXED  BY  THE  MANAGER  AND  NOT  THE  AGENT. 

O.  How  much  discretion  did  you  have  with  reference  to  making  rebates  and 
making  special  prices  ?  You,  of  course,  were  under  general  orders,  as  you  have 
just  said,  to  get  the  trade  and  keep  the  trade.— A.  Yes. 

Q.  Were  you  at  liberty  without  instructions  from  Mr,  Mathews  to  make  a  rebate 
of  2  cents  a  gallon  wherever  you  thought  it  was  necessary  ?— A.  No ;  I  would  write 

>  Compare  Mr.  Mathews,  p.  409. 
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Mm  that  some  etistomef,  or  somebody,  was  bnyingr  ontside  oil,  and  then  he  would 
either  come  over  or  send  Mr.  Hollingsworth,  his  secretary.  They  would  tell  me 
to  Ro  and  make  the  arrangement — authorize  me  to  go  and  make  the  arrangement. 

Q.  You  did  not  have  authority  to  make  any  special  price  yourself  without  direct 
instructions  in  each  separate  case  ?— A.  No ;  I  could  not  change  the  price  to  any- 
one ;  I  had  to  sell  at  the  price  they  told  me.  If  anv  customer  was  buying  outside 
oil,  I  would  write  them  to  come  over,  and  they  would  come  over  or  tell  me  to  make 
the  arrangement. 

Q.  So  all  of  this  change  in  prices  was  always  tmder  special  instructions  for  each 

riirticular  case  ?— A.  Yes ;  I  always  wrote  those  letters  to  Mr.  Mathews  personally ; 
did  not  write  them  to  the  office. 

(J.  Were  your  letters  to  Mr.  Mathews  always  marked  **  personal  ?  "—A.  I  would 
write  to  Mr.  Mathews  personally. 

Q.  That  is,  you  did  not  dare  to  write  to  anybody  but  Mr.  Mathews  ? — A.  I  would 
write  Mr.  Mathews  personally ;  i.  e. ,  put  his  name  on  the  letter  so  that  nobody  but 
him  would  open  them. 

Q.  (by  Mr.  Farquhar.)  Were  those  changes  in  rebates  or  prices  made  by  your 
sug^pestion  to  Mr.  -Mathews? — A.  If  I  lost  a  customer,  if  a  customer  went  to 
buying  outside,  I  would  write  to  Mr.  Mathews  about  it,  and  he  would  come  over, 
or  write  to  me  to  make  that  customer  a  certain  price. 

Q.  Then  it  was  your  representation  to  Mr.  Mathews  that  caused  the  change  in 
price  ? — A.  No ;  he  always  told  me  to  go  and  make  the  price. 

Q.  How  did  you  know  what  price  to  make  if  you  did  not  write  him  ? — ^A.  I  did 
not  know  what  price  to  make  and  he  would  come  there  and  tell  me  what  to  do ; 
sometimes  he  would  say :  '*  Cut  half  a  cent,  or  1  cent,  or  2  cents.'*  I  just  reported 
to  him  on  a  slip  of  pax)er.  I  met  the  competition  if  the  customer  was  buying 
somebody  else's  oil. 

Q.  (By  Mr.  Jenks.)  It  was  on  your  report  that  Mr.  Mathews  made  these 
cuts? — ^A.  I  sent  in  a  report  every  week  lust  like  the  one  I  read ;  he  read  those 
slix>s  and  wrote  me  a  letter  and  asked  if  I  could  not  get  those  people  in  line. 
Then,  if  the  name  went  in  a  couple  of  times  and  I  told  him  I  could  not  get  them 
in  line,  he  would  come  over  and  authorize  a  cut. 

Q.  (By  Mr.  Phillips.)  He  did  not  authorize  you  to  make  the  cut?— A.  No ;  I 
could  not  cut  at  all. 

Q.  (By  Mr.  Farquhar.)  In  other  words,  in  your  business  as  canvasser  for 
trade,  you  could  easily  find  a  customer  at  a  cei-tain  price  or  a  certain  rebate,  and 
you  suggested  that  to  Mr.  Mathews  and  then  the  cut  was  made? — A.  No;  I 
could  not  do  that. 

Q.  I  did  not  say  you  could.  That  is  the  reason  you  misconceived  my  question ; 
I  want  to  find  out  if  a  suggestion  was  made  to  Mr.  Mathews.  Would  tney  have 
to  be  buying  the  outside  oil? — A.  As  long  as  it  was  one  of  our  customers  buying 
our  oil,  I  could  not  make  any  suggestion  to  him  because  I  never  paid  any  atten- 
tion at  all ;  but  if  any  person  bought  outside  oil  and  I  would  report  any  outside 
oil,  then  he  would  go  to  looking  it  u]p. 

Q.  In  getting  new  customers,  and  m  getting  customers  certain  rates,  how  else 
comd  you  ?  How  could  Mr.  Mathews  Imow  anything  at  aU  about  it  without  you 
informed  him? — A.  I  sent  him  in  a  report  every  week. 

Q.  Yes ;  certainly.  So  that  all  these  cuts  and  suggestions,  there,  were  on  the 
IMfcrt  of  the  Standard  Oil  Company  ?— A.  Yes ;  Mr.  Mathews  madi^  them  himself. 

Q.  Did  you  have  any  positive  orders  from  the  Standard  to  make  cuts — any  sug- 
gestions?—A.  No ;  I  reported  each  week  the  customers  that  were  buying  outside 
oU,  and  he  would  wait  about  1  week  and  write  a  special  order  to  do  the  best  I 
could.  If  I  could  not  do  anything,  I  would  go  ahead  the  next  week  and  say,  **  I 
am  not  selling  any  oil."  Then  he  would  come  over  there  himself  and  say,  *'  you 
make  them  a  cut  of  a  cent  a  gallon  and  see  if  you  can  not  get  them  to  come  in 
again."  He  might  say  half  a  cent  or  2  cents,  and  whatever  he  says,  goes;  I  could 
not  change  the  price;  I  could  not  guarantee  a  man  any  price. 

Q.  As  the  agent  of  the  Standard  Oil  Company  you  were  just  as  anxious  to  get 
a  customer  as  the  Standard  Oil  Company  was? — A.  Certainly ;  I  had  nothing  to 
do  with  tlie  price. 

Q.  (By  Mr.  Jenks.)  The  only  discretion  you  had  was  with  reference  to  the  fact 
that  yon  could  nve  the  name  of  the  oil  you  sold  him ;  and  if  he  asked  for  a  high 
grade,  you  would  sell  him  a  higher  grade  out  of  the  same  barrel  and  for  the  same 
price?— A.  Occasionally,  if  a  man  wanted  a  little  better  oil,  or  something,  I  could 
Drand  it  Silver  White,  or  Red  Star,  and  give  it  to  him  out  of  the  same  tank. 

Q.  Did  he  get  it  at  the  price  that  had  been  fixed  for  that  brand?— A.  I  would 
tell  him  I  would  give  him  some  of  this  oil  and  a  little  better  price  on  it,  and  he 
would  not  know.  It  was  just  the  same  as  Capitol  Cylinder  ana  other  oils  we  sold 
there  m  Newark.*    We  charged  the  Newark  Ice  and  Cold  Storage  82  cents  for 
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Capitol  Cylinder,  and  went  up  to  the  Newark  waterworks  and  charged  them  81 
cents.    Tnose  prices  were  made  by  Currier,  a  special  man. 

Was  Cnrrier  a  special  agent  of  the  Standard  Oil  Company  ? — A.  Yes. 

Also  in  the  office  at  Colnmbus  ?— A.  Yes. 

A  man  who  came  up  to  give  ^ou  those  instructions? — ^A.  Yes;  he  came 
around  and  made  those  prices ;  that  is,  I  did  not  have  anytliing  to  do  with  it.  He 
would  come  around  and  cut  the  prices  where  he  thoup^ht  it  was  necessary. 

Q.  And  yon  just  delivered  the  oil  ? — ^A.  I  just  dehvered  the  oil ;  and  I  would 
deuver  it  to  them  at  the  price  he  sold  it  to  them  for  a  year.  If  he  sold  it  to  them 
at  a  certain  price  and  ^ve  them  a  contract  for  another  price  for  a  year,  I  would 
look  to  see  what  the  jnice  was  and  charge  them  that  price. 

PBOOESDmOS    AGAINST    THE    AGENT    OF    SOOFIBLD,    80HURMBR    ft    TEAGLS,    OF 

CLEVELAND. 

Q.  Did  anything  come  up  at  Newark  besides  driving  these  competitors  out? — 
A.  Nothing  except  that  Mr.  Al.  DoneJdson  started  there  for  Scofiela,  Schurmer  & 
T^igle,  of  Cleveland.  After  he  had  been  in  business  awhile  and  seemed  to  be 
doing  pretty  well,  I  went  down  and  bought  his  building  while  he  was  away.  I 
had  a  man,  Mr.  BetburK,  break  a  lock  off,  and  we  went  in  and  threw  his  tanks 
and  barrels  out  and  loaded  the  building,  the  whole  thing,  on  a  dray,  and  hauled 
it  off.    When  he  came  back  he  had  no  warehouse.* 

Q.  Had  he  leased  this  building  ?~ A.  Yes. 

Q.  ^By  Mr.  I^illips.)  Had  Ms  lease  expired? — ^A.  No;  the  lease  was  on  yet, 
but  I  nad  the  man  sign  a  contract  that  no  oil  should  go  on  that  lot. 

Q.  Would  he  not  have  recourse  on  this  man  for  the  oil  and  the  damage  done 
him? — A.  He  just  got  scared  and  sold  us  his  wagon,  all  the  oil  he  had,  the  deek 
in  his  office,  and  everything.    We  got  the  whole  shooting  match. 

Q.  Who  fixed  the  price  ?  You  sajr  you  went  down  tnere  and  bought  it.  Did 
vou  have  the  discretion  to  fix  the  price,  or  was  it  done  under  orders  from  Colum- 
bus?— A.  I  suppose  the  man  wanted  $5 ;  Mr.  Mathews  did  not  say  just  what  he 
wanted  to  i>av.  He  wanted  to  know  what  price  I  could  buy  it  for.  Finally  Mr. 
Hollingsworth  said  if  I  would  get  him  out  ne  would  give  me  2  weeks'  vacation 
on  salary. 

Q.  So  that  you  had  discretion  to  get  rid  of  a  rival?— A.  It  cost  $2.60  and  the 
Standard  Oil  Company  paid  for  the  Building. 

Q.  Did  Scofield,  Schurmer  &  Teagle  establish  a  new  office?— A.  No;  they 
dropi)ed  it.  His  writing  desk  is  now  in  the  Standard  Oil  Company's  office  in 
Newark. 

Q.  How  much  did  you  say  you  paid  for  the  building? — ^A.  I  paid  $2.60.  It  was 
just  a  shed  warehouse.    It  was  a  poor  thing,  but  it  was  worth  more  than  that. 

Q.  (By  Mr.  Kennedy.)  Did  you  ever  in  any  of  these  cities  sell  oil  to  any  cus- 
tomers below  the  usual  rate  except  for  the  purpose  of  driving  out  competitors? — 
A.  No. 

Did  you  ever  bestow  favors  on  any  individuals  ?^A.  No. 
(By  Mr.  Jenks.)  What  inducement  did  you  give  the  owner  of  this  shed  to 
sell  it  for  $2.50?    One  would  not  suppose  that  that  was  enough  to  induce  a  man 
to  enter  into  any  such  business  as  tnat. — ^A.  Well,  I  got  to  tAHriug  around  Mm, 
and  kept  aroung  him. 

Q.  Was  he  a  special  friend  of  yours?— A.  Yes;  we  had  a  lot  of  repairing  of  oil 
tanks.  The  wholesale  storage  tanks  got  to  leaking  and  I  gave  him  all  the  work. 
The  Standiu-d  Oil  (Company  always  paid  for  the  work,  and  I  gave  him  what  work 
I  could  and  helped  him  out. 

Q.  So  that  he  did  not  merely  get  this  consideration  of  (2.50  for  his  shed,  but  also, 
practically,  a  promise  of  work  from  time  to  time.  He  was  also  a  good  frigid  of 
yours  and  he  did  it  for  friendship's  sake  more  than  anything  else?— A.  Yes;  for 
friendship;  but  it  was  not  what  the  building  was  worth;  the  ouilding  was  worth 
a  dozen  times  that. 

Q.  (By  Mr.  Phillips.)  Did  he  know  you  were  goin^  to  take  possession  of  this 
building  the  way  you  did,  when  he  was  out  of  the  city?— A.  Who,  Donaldson? 
No;  he  did  not  know  anythiiu^  about  it  until  he  came  back  and  found  ever^hing 
gone.  Besides,  he  had  Mr.  Charles  Sessor  working  for  him.  He  stayed  in  the 
office  and  Mr.  Sessor  drove  the  wagon  around  town.  Finally,  Mr.  Hollingsworth 
and  I  made  arrangements  to  hire  Mr.  Sessor  at  $10  a  week,  and  put  him  around 
right  on  Al's  trade.  Mr.  Sessor  had  worked  for  him,  and  knew  his  trade  and 
where  to  go  to.  We  told  him  that  if  he  could  not  get  the  regular  price  at  any 
time  to  take  what  he  could  get,  and  keep  the  cans  full  all  around  while  he  could. 

Q.  (By  Mr.  Jenks.  )  What  pay  did  he  get  before  ?    He  got  75  cents  a  day  to  f ol- 
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low  the  oil  wagon  on  a  bicycle.  Then  I  hired  Roy  Jones  at  75  cents  to  follow  Al 
around  and  see  where  he  stopped.  Then  the  next  day,  Mr.  £.  G.  Mathews,  oar 
canvassing  agent,  wonld  go  to  those  houses  and  explain  to  them  how  good  the  oil 
was  and  clean  their  lamps  and  fill  them  np,  and  have  them  send  onr  wagon 
aronnd  l^ere  to  let  them  try  this  oil  at  the  reanced  price. 

O.  Did  yon  have  an^  instrnctions  to  pay  this  boy  75  cents  per  day  to  go  aronnd 
and  follow  np  competitors?— A.  Yes ;  and  I  had  to  bring  the  boy  aronnd  to  Mr. 
Hollingsworth,  who  had  a  talk  with  him  before  we  hired  nim.' 

Q.  Who  went  with  yon  to  take  this  bnilding  when  von  bonght  it?— A.  I  went 
down  the  street  and  got  a  crowd  of  fellows  and  brought  them  np. 

What  did  yon  pay  them?— A.  A  dollar,  I  think,  for  the  whole  bnnch. 
Gashor  dnnks?— A.  Both,  I  think;  I  gave  them  a  dollar  and  went  with  them. 
Did  you  get  yoor  vacation  ?— A.  I  have  not  got  it  yet ;  yes,  I  guess  I  have  got 
it  now. 

Q.  They  said  you  were  to  get  2  weeks*  vacation  if  }rou  got  rid  of  the  comx>etitor. 
Why  did  you  not  get  your  vacation;  you  got  rid  of  him? — ^A.  They  said  I  was  too 
busy.  The  man  at  Washington  Court-House  rode  out  on  his  bicycle  and  got  hit 
by  a  train.  We  had  to  send  Mr.  Milliken  down  there  until  they  could  order  a  man 
from  Zanesville.    I  did  not  have  any  extra  man. 

Q.  They  did  not  express  any  disapproval  of  your  methods  at  all?— A.  Oh,  no ; 
they  were  well  pleased  with  it. 

Q.  Did  they  express  positive  approval? — A.  I  have  a  letter  here  from  Mr. 
Mathews  complimenting  me  on  the  way  I  ^t  rid  of  him.  This  is  a  special  pun- 
ishment they  award,  that  they  have  for  their  friends. 

Q.  (Bv  Mr.  EIennedy).  I  suggest  that  the  witness  state  the  substance  of  the 
letter,  if  he  can  not  find  it. 

Q.  (By  Mr.  Jbkks.)  If  you  can  not  find  it,  will  you  state  what  the  letter  said. — 
A.  (Quoting :)  "  I  wish  to  compliment  you  on  the  way  you  got  him  out  of  busi- 
ness.''   It  was  a  very  short  letter— just  a  little  short  piece  on  the  top'of  it. 

Q.  If  you  can  hand  me  the  letter  afterwards,  will  you  do  so?— A.  Tes,  it  came 
to  me  typewritten  afterwards ;  it  was  just  a  short  quotation.* 

Q.  Now,  in  reference  to  this  business  in  Newark?— A.  He  complimented  me  on 
pipe  fitting.  I  did  some  pipe  fitting  under  Mr.  Paulis's  sui)eryision.  I  got  the 
compliments  both  at  once.    1  was  surprised. 

Q.  Have  you  any  further  instances  in  mind  of  driving  out  rivals  or  any  other 
special  methods  employed  at  Newark?-— A.  No;  we  never  used  any  methods 
except  our  cut. 

Q.  Except  what?— A.  Except  having  different  prices  for  different  iieople.  We 
used  that  more  in  Newark  than  anything  else. 

Q.  Do  you  recall  how  many  grBdes  of  oil  you  were  selling  there — ^that  is,  nom- 
inal grades?— A.  Three;  that  was  all.  We  had  8  storage  tanks,  one  14,000-gallon 
tank,  one  18,000,  and  one  4,500. 

Q.  You  did  not  pretend  to  have  more  than  4  grades  of  oil?— A.  No;  we  had  1 
gasoline  and  8  grades  of  oil. 

Q.  I  understood  you  to  sAy  a  little  while  ago  that  in  most  places  where  you 
were  selling  oil  you  had  as  many  as  8  different  grades?— A.  We  nad  three  grades; 
that  was  all  we  had.  We  sold  Diamond  White,  Prime  White,  O.  S.  T.,  Water 
White,  Crystal  Light,  Silver  Light,  Eocene;  and  when  we  had  a  man  who  wanted 
oil  from  Cleveland  we  painted  the  barrels  red  and  branded  them,  I  believe.  I 
blow  they  sent  us  a  stencil  from  Cleveland. 

Q.  They  sent  you  a  stencil  from  the  Cleveland  office?— A.  And  it  was  marked 
Standard  Oil  Company,  Cleveland,  and  we  had  those  barrels  painted  red.  I  for- 
get what  name  we  put  on  for  him. 

Q.  And  you  filled  those  barrels  out  of  the  same  tanks  and  put  the  Cleveland 
brand  on  and  sold  it  with  that  brand? — ^A.  Oh,  yes;  each  of  those  brands.  Some 
had  the  same  brands  and  some  different  brands. 

Q.  (By  Mr.  Phillips.)  Did  you  sell  the  same  brands  at  Newark  as  at  the  other 
plaices? — ^A.  We  dropped  the  Hyx)erion  at  Newark  and  put  the  Diamond  White 
on  the  cheap  list. 

Q.  (By  Mr.  Jenks.)  Will  you  tell  us  again  with  reference  to  the  amount  of 
trade  you  had  at  Newark  as  compared  with  the  amount  at  Urbana? — ^A.  We  had 
about  a  third  more,  I  suppose.  At  Urbana  they  ran  about  50,000  and  at  Newark 
it  was  80,000.' 

Q.  (By  Mj.  Phillips.)  That  is,  80,000  gallons  per  month?— A.  Eighty  thou- 
sand gaUons. 

Q.  (By  Mr.  Jenks.)  When  you  left  Newark  where  did  you  go? — ^A.  I  went 
back  to  Urbana. 
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Q.  Was  the  change  in  the  natnre  of  a  nromotion  this  time?— A.  No;  Mr.  Hnrst, 
who  had  been  agent  at  Newark,  wantea  his  place  back,  and  Mr.  Mathews  gave 
it  to  him. 

Q.  He  had  been  manager  there  before,  and  yon  took  his  place? — ^A.  I  took  his 
place.  He  went  away  somewhere,  but  he  retnined  and  wanted  his  place  back.  I 
got  my  place  back  at  Urbana. 

Q.  Yon  went  back  as  manager  at  Urbana? — ^A.  Tes;  I  went  back  as  manager  at 
Urbana. 

Were  yonr  wases  cnt  down?— A.  No;  they  remained  the  same. 

As  yon  had  at  Newark? — ^A.  Yes. 

Was  there  anything  different  in  carrying  on  the  bnsinees  at  Urbana  the  sec- 
ond time?  Did  you  have  an^  new  experience? — ^A.  No;  not  daring  the  time  I  was 
there.    I  went  l>ack  and  staid  6  weeks. 

Only  6  weeks  that  time? — ^A.  Only  6  weeks,  and  ever3rthing  went  along  quiet. 

Then  where  did  you  go? — ^A.  I  went  back  to  Newark  again. 

To  what  position? — ^A.  Manager  of  the  Standard  Oil  Comx)any. 

Had  Mr.  Hurst  left  again? — ^A.  He  went  on  the  mail  force,  carrying  mail. 

Working  for  the  United  States  Government? — ^A.  Yes. 
^   Were  your  wages  the  same  the  second  time  at  Newark?— A.  Yes,  but  they 
paid  board  for  me  for  6  weeks  when  I  came  back. 

So  there  was  a  little  increase  for  a  time? — ^A.  Yes. 

How  long  did  you  stay  this  last  time  at  Newark? — ^A.  About  2  years. 

And  up  until  last  February? — ^A.  Yes. 

company's  methods  adopted  by  owners  of  tank  WAOONS  at  NEWARK. 

Q.  Did  anything  new  happen  during  your  last  residence  at  Newark  with  refer- 
ence to  the  methods  of  business?  Are  there  any  special  instances  that  you  have 
in  mind? — A.  Nothing,  except  that  the  tank  wagons  occasionally  made  a  little 
kick,  and  we  would  give  a  little  reduction  and  then  cut  it  off  again. 

Q.  Explain  a  little  more  in  detail  what  you  mean  by  that. — A.  When  one  of 
the  customers  would  kick,  we  would  cut  the  price  to  him  half  a  cent  a  gallon;  in 
fact,  we  cut  the  price  to  all  the  wagons  a  cent  a  gallon.  We  sold  them  gasoline 
cheax)er  than  we  sold  the  stores.    Oil  sold  at  the  same  price. 

^.  The  tank  wagons  were  not  owned  by  the  Standard  Oil  Company ;  you  sold 
a  little  directly  to  the  wagons? — A.  We  simply  sold  to  them. 

And  they  would  retail  it  out? — A.  And  get  what  they  could  for  it. 
These  tank  wagons  had  how  many  grades  ? — ^A.  They  had  3  spaces. 
They  would  have  that  many  grades  of  oil? — ^A.  No ;  they  hsui  2  spaces  for 
oil  and  1  for  gasoline. 

Q.  Do  you  Know  whether  they  were  in  the  habit  of  giving  different  names  in 
the  same  way  you  had  done  when  you  ran  the  oil  wagons  ? — ^A.  My  man  there, 
Mr.  King,  was,  you  might  say,  the  head  of  these  fellows.  More  of  them  paid 
attention  to  whatever  he  said  than  to  any  one  else.  He  was  an  employee  of  the 
Standard  Oil  Company  for  a  year  and  a  half  or  2  years.  Through  nim  they  ^ot 
to  selling  any  kind  a  person  wanted.  If  you  wanted  15>cent  oil  you  could  get  it ; 
if  you  wanted  10-cent  oil  you  could  get  it. 

Q.  They  adopted  the  methods  they  learned  from  the  company  ? — ^A.  Yes. 

Q.  I  suppose  that  is  a  method  any  one  might  develop  for  himself  ? — ^A.  Mr. 
King  said  that  if  he  could  work  it  for  other  people  he  could  work  it  for  himself. 

HOW  WITNESS  CAME  TO  LEAVE  EMPLOY  OF    STANDARD  OIL  COMPANY.^ 

Q.  Will  you  tell  us  how  you  came  to  leave  the  employ  of  the  Standard  Oil 
Company  ? — ^A.  Well,  I  came  in  one  evening  when  Mr.  E.  C.  Lockwood  was  there. 

Q.  Who  is  Mr.  E.  C.  Lockwood? — ^A.  He  is  a  kind  of  genersJ  man  from  Cleve- 
land. 

Q.  Standard  Oil  Company  manager  ?— A.  Yes.    He  goes  around  and  inspects 
the  stations  and  property  ;  he  looks  over  ever\'thing  about  a  station  and  makes  a 
report  on  its  condition,  whether  the  yard  is  clean,  etc. 
Special  inspector.    Is  that  about  it? — A.  Yes. 
Sent  about  ? — A.  He  has  3  States  that  he  travels  over. 

^  Is  this  blank  form  which  you  have  here  on  which  he  makes  his  report,  so  far 
as  you  know,  the  general  one  he  sends  from  each  station  ? — ^A.  Yes ;  that  is  the 
one  sent  from  each  station. 

Q.  Will  you  offer  this  in  evidence  here  ? — A.  I  will  leave  you  the  copy.  We 
had  one  taken  every  2  or  3  months  at  that  station.  When  he  came  there  to  make 
the  inspection,  I  came  in  at  night  and  had  worked  a  little  hard  and  was  tired, 
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and  I  BHppoee  croes.  Amrhow,  he  came  in  there  all  dressed  up,  and  I  was  not 
in  a  very  good  humor.  He  began  to  tell  me  how  to  do  things ;  how  to  do  this  and 
that  thing  in  the  yard. 

Q.  How  to  do  what?— A.  He  wanted  to  tell  me  how  to  bine  barrels,  connt 
staves,  weigh  oil,  and  all  that  sort  of  thing.  I  had  done  that  for  7  years  and  1 
did  not  thii^  he  conld  tell  me. 

Q.  Did  yon  know  who  he  was  ?— A.  I  did  not  know  at  all  that  he  held  a  position . 
so  I  told  him  he  conld  not.  He  said  I  might  lose  my  position  by  it,  and  I  told 
him  I  did  not  care  about  that.  I  gave  him  a  good  jawing  and  never  thought  all 
the  time  that  he  was  a  person  connected  with  the  oil  company.  I  did  not  know 
who  he  was.  In  consequence  I  got  a  lay-off.  I  never  got  a  discharge,  and  1 
never  have  gone -back. 

How  was  that  done?    By  Mr.  Mathews?— A.  Yes. 

Have  yon  a  letter?— A.  I  have  the  letter  in  my  pocket. 

Will  yon  be  kind  enough  to  read  it? 

(By  Mr.  Phillips.)  Qive  the  date  of  it,  please?— A.  (Reading  Inspection 
report.) 

EZHIBIT  1. 
INSPECTION  REPORT. 

Station ,  Newark,  Ohio.  Date,  October  3, 1896. 

No.  1 :  Is  date  received  written  or  stamped  on  each  empty  barrel  ?  Old  stock 
of  Hurst's  on  hand  not  dated. 

No.  2 :  Aj-e  shipping  tags,  also  date,  left  on  until  barrel  is  used ;  and  iT  no  ship- 
ping tag,  is  shipper's  address  written  on  barrel  ?    See  above. 

No.  8:  Are  oldest  barrels  worked  up  first?  Demand  has  been  such  that  all 
new  and  most  of  old  stock  has  been  used. 

No.  4 :  Are  all  cripples  worked  up  currently?  Same  cripples  on  hand  as  when 
Hurst  left.  Mr.  Clark  states  that  he  has  worked  up  cripples  coming  in  while  he 
has  been  here. 

No.  5 :  Are  light  machine  barrels  steamed  out  as  soon  as  received  ?  Yes. 

No.  8:  AreaU  bung  st^es  removed  fXSi^p^^f.^-  ^usy  shippmg  day  and 
when  weak  at  the  bungholes  ?  J  ^^  ^*"^®^  ^^®^- 

No.  9 :  Are  barrels  painted  good  color?  Paint  dull  account,  I  think,  of  paint,  as 
Hurst  had  some  trouole. 

No.  10 :  Are  barrels  neatly  stenciled?  )  -rt  jt     a       -l. 

No.  11:  Are  barrels  properly  glued?   [  None  prepared.   See  above. 

No.  12:  Are  tank  wagon  or  warehouse  buckets  and  gauges  on  filling  tanks 
correct?  Verified  by  Mr.  Oragin  and  Mr.  Henderson. 

No.  13 :  Are  same  buckets  or  measures  on  tank  wagons  or  at  warehouse  used  for 
both  oil  and  gasoline  ?   No. 

No.  14:  Are  tank-wagon  faucets  in  a  leaky  condition?   No. 

No.  15 :  Are  the  tank  wagon  and  dray  kept  clean  ?  Were  as  clean  as  weather 
past  week  would  permit. 

No.  16:  Are  the  horses  properly  cared  for?  Had  not  been  curried  this  a.  m. 
Stables  not  cleaned. 

No.  17:  A.  What  is  their  average  feed?  6  to  89  to  oats.  B.  Cost  of  oats,  32 
cents ;  com,  85  cents ;  hay,  $9.  0.  Cost  of  new  shoes,  $1 ;  resetting,  50  cents.  D. 
Have  you  been  able  to  get  any  better  prices  on  hay,  feed,  or  shoeing?  Price  is  60 
cents  better  on  shoeing.  E.  What  check  is  there  that  full  quantity  of  feed  pur- 
chased is  received?    City  weight ;  Hurst  has  been  paying  $1.50. 

No.  18 :  Any  leaky  valves  around  plant  ?    No. 

No.  19 :  Any  leaky  joints  or  pipe  around  plant  ?    No. 

No.  20 :  Any  leaky  tanks  around  plant  ?    No. 

No.  21 :  Is  glue  trough  and  kettle  and  vicinity  kept  clean  ?   Yes. 

No.  22:  Is  sawdust  on  hand  to  dry  up  any  oil  that  might  leak  or  spill  on  the 
floor?    Yes. 

No.  23 :  Is  ground  kept  dry  around  tank-car  unloading  place  ?  Grounds  were 
wet,  due  to  a  leaking  connection  on  a  car  being  unloaded.  Had  Mr.  Clark  throw 
dry  dirt  on  ground  and  place  a  bucket  under  tank. 

No.  24:  Is  g^'ound  kept  dry  around  tank-wagon  loading  place  ?    Yes. 

No.  25:  Are  shovels  kept  over  all  sand  barrels?    Yes. 

No.  26:  Are  gates  and  doors  properly  locked  up  when  agent  is  absent?    Yes. 

No.  27:  Is  pump  room  in  good  condition  ?    Yes. 

No.  28:  Are  pumps  well  packed  and  in  good  clean  condition?    "Ses. 

No.  29:  Any  unfilled  orders  on  liand  that  should  have  gone  out?    No, 
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No.  80:  Any  deliveries  on  previons  days  that  have  not  be^  reported?    No. 

No.  81:  Does  tank  wagon,  dray,  or  any  of  the  buildings  or  tanks  need  i>ainting^ 
or  repairs?    No. 

No.  82:  Is  the  warehouse,  office,  and  ^rd  kept  in  orderly  and  clean  condition? 
Warehouse  much  cleaner  than  kept  by  Unrst.    Yard  and  office  clean. 

No.  83:  What  time  did  the  agent  get  around  in  the  morning?    6  a.  m. 

No.  84:  How  much  time  does  he  take  for  dinner  ?    80  minutes. 

No.  85:  What  time  does  he  leave  at  night?    5.30  to  9  p.  m. 

No.  86:  Are  they  keeping  sample  of  each  tank  car  received  properlv  labeled  and 
kept  in  the  dark  three  months  before  dumping?  Samples  on  hand  not  labeled. 
Instructed  Mr.  Clark  that  they  should  be. 

No.  87:  Is  oil  inspected  before  tank  car  is  dumped?    Tes. 

No.  88:  Is  there  any  old  lubricating  oil  or  specialties  on  hand.  If  so,  gire  us 
memo,  showing  filled  dates  on  barrels.  See  inventory,  a  decrease  over  last  inven- 
tory.   Mr.  Clark  has  sent  out  some  of  the  old  boarders. 

No.  89 :  Any  barrels  not  properly  gauged?  Test  at  least  ten  barrels  and  give 
agent's  gauge  and  correct  gauge  of  each.  None  prepared  or  gauged.  Account 
yesterday  being  shipping  day. 

No.  40 :  What  prices  paying  for  coal  ?  $1.25,  flprade  nut.  Have  you  been  able  to 
get  any  better  figiares  ?    Not  on  quantities  purchased. 

No.  41 :  How  many  barrels  of  each  grade  prepared?  None.  How  many  filled 
of  each  grade?    None. 

No.  42 :  Are  weeds  cut  down  in  the  ^rard?    Tes. 

No.  48 :  Is  agent  sending  in  competition  report  ?    Tes. 

Oeneral  remarks. 

Make  a  careful  and  personal  inventory  of  all  stock  and  material  on  hand  and 
return  attached  to  this  report.    See  inventory. 

H.  S.  HOLLINGSWORTH. 

It  is  just  a  check,  you  know.    I  will  leave  that. 

Q.  We  will  put  it  in  the  testimony  then  and  make  it  a  x)art  of  the  record,  so  you 
need  not  read  it  all  over. — ^A.  When  he  came  there  to  make  the  check  we  got  on 
the  outs.  I  would  not  help  him  at  all,  and  I  kind  o'  threw  things  in  his  way. 
Every  time  I  could  I  would  do  it,  either  the  oil  or  the  barrels  or  anything,  so 
that  he  could  not  inspect  it.  Finally  I  got  a  letter  from  Mr.  Mathews  at  Cohun- 
bus. 

Exhibit  2. 

Februabt  4, 1809. 
W.  H.  Clark,  Esq.,  Newark,  Ohio, 

Dear  Sir  :  Owing  to  the  difficulty  in  getting  matters  checked  up  at  the  Newark 
station,  we  have  decided  to  discontinue  your  services  for  the  present.  Imme- 
diately upon  receipt  of  this  please  turn  over  allpapers,  keys,  and  everjrthing 
belonging  to  the  company  to  the  bearer,  Mr.  W.  W.  Hughes,  who  will  take  full 
charge  or  the  station  for  the  present. 

I  do  not  wish  you  to  consider  this  as  a  discharge,  for  the  reason  that  if  every- 
thing is  in  proper  condition  after  we  have  thoroughly  checked  up  the  station 
there  will  be  no  difficulty  whatever  in  having  you  reinstated. 
Yours,  very  truly, 

B.  A.  Mathews. 

So  I  am  not  discharged  at  all. 

Q.  How  long  was  this  after  you  had  had  the  inspector  there?— A.  I  think  it 
came  in  about  2  or  3  days,  just  long  enough  for  him  to  write  after  I  had  told  him 
what  I  thought.  He  said  he  could  not  check  up  the  account  of  the  barrels  while 
I  was  there. 

Q.  Have  you  had  any  further  suggestions  from  the  Standard  Oil  Company  that 
you  might  be  taken  back  into  their  employ  again? — A.  They  have  been  talking 
around.  My  brother-in-law  worked  lor  them  at  the  same  time  I  did.  He  had 
charge  of  the  office  there,  and  they  were  down  there  to  see  him  the  other  day  and 
wanted  to  know  what  I  would  work  for  them  for. 
Who  was  that?— A.  Fonts. » 

Who  is  he? — A.  I  think,  Mr.  B.  A.  Mathews's  man. 
A  man  who  works  with  Mr.  Mathews? — A.  Yes. 

He  wanted  to  know  what  you  would  work  for? — A.  I  told  him  I  would  work 
for~|500  a  day,  with  six  months'  pay  in  advance,  and  that  I  would  work  one  day 
and  quit. 
Q.  What  is  your  objection  to  working  for  them  now? — ^A.  If  the  report  which 

1  See  p.  504. 
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yon  send  in  every  month  ahonld  contain  an  error  of  $3,  they  just  take  it  ont  of 
yonr  pay.  They  never  send  for  yon,  bnt  just  take  it  out  of  your  pay.  It  might 
be  a  mistake  of  a  clerk  on  some  bill,  or  something,  or  an  error  in  figuring  up  the 
accounts  of  the  tank  wagons. 

Q.  If  any  mistake  is  made  by  one  of  their  agents  they  simply  deduct?— A.  Or 
any  of  them,  of  the  men  under  me,  if  any  one  of  them  makes  a  mistake,  it  all 
comes  out  of  my  wages.  > 

Q.  Will  you  put  1  or  3  of  these  reports  and  letters  in  evidence  here?— A.  Yes. 
So  you  see  it  don't  help  me  so  much  after  all.  If  there  was  any  mistake  made 
by  any  of  the  men  they  always  took  it  out  of  me. 

TESTIMONY  AGAINST  STANDABD  OIL  COMPANY  IN  OHIO. 

Q.  (By  Mr.  Kennedy.)  Did  you  recently  give  testimony  in  Ohio  against  the 
Stuidard  Oil  Gomx>any,  showing  up  its  operations  so  far  as  you  know  them? — 
A.  Yes. 

Q.  That  occxurred  after  you  left  the  employ  of  the  company  ?— A.  After  I  had 
be^  laid  off. 

Q.  When  was  that?— A.  I  do  not  know.  It  was  not  very  long  after  that.  I  do 
not  remember  the  exact  date  at  aU.    It  was  not  very  long  afterwards. 

Q.  You  told  it  freely  there  just  as  you  tell  it  here,  did  you  ? — ^A.  I  could  not  tell 
anvthing  else.    They  asked  me  the  questions,  and  what  cotdd  I  tell  them  ? 

Q.  What  I  would  like  to  know  is  this :  If  you  had  continued  in  the  employ  of 
the  Standard  Oil  Company  would  you  have  been  apt  to  give  the  same  kind  of  tes- 
timony?— ^A.  Not  in  the  humor  I  was  toward  them  just  then. 

Q.  Would  this  Commission  be  apt  to  get  testimony  similar  to  this  of  yours  from 
managers  of  the  Standard  Oil  Comx>any  in  other  jyarts  of  Ohio  ?— A.  Ask  anv  x>er- 
son  there,  and  if  they  would  come  out  and  tell  you  the  truth  they  would  tell  you 
just  the  same  as  I  do. 

Q.  Would  Mr.  Mathews  have  testified  the  same  ? 

Q.  (By  Mr.  Jenks.)  Mr.  Mathews,  for  example,  would  he  ^ve  similar  testi- 
mony?— ^A.  Mr.  Mathews  did  not  know  anything  when  they  hs^  him  on  the  stsuid 
before  Mr.  Moimett.    I  saw  by  the  papers  that  he  did  not  know  anything. 

Q.  Would  you  not  have  been  apt  to  nave  been  in  the  same  position,  if  they  had 
asked  you,  provided  you  had  not  been  discharged  .by  the  Standard  Oil  Com- 
pany?—A.  Well,  if  I  was  a  Sunday  school  teacher  hke  him,  I  do  not  think  I 
would  have  said  that  I  did  not  know,  if  I  did  know. 

METHODS  OF  STANDABD  OIL  COMPANY'S  COMPETITORS. 

Q.  (By  Mr.  Fabquhab.)  While  you  were  agent  for  the  Standard  Oil  Com- 
pany, in  those  various  towns,  did  any  opposition  company  ever  sell  below  your 
rate  to  gjet  a  foundation?— A.  Why,  no ;  Mr.  Ludlow  and  tnose  gentlemen  sold  at 
a  cent  higher  than  we  did.    We  always  kept  below.    We  were  the  low  people. 

Q.  Did  you  regard  it  as  in  the  line  of  competition  when  another  company  was 
selnng  at  a  cent  or  a  cent  and  a  h^  a  gallon  more  ?  Did  you  call  that  opposi- 
tion?—A.  They  always  sold  higher.  They  could  not  furnish  it  as  cheap  as  the 
Standard  Oil  Company.  The  Standard  Oil  Company  always  seUs  cheai)er  than 
other  people  can  make  the  oil,  and  ship  it  cheaper  into  the  town. 


'By  Mr.  Jenks.)  Better  freight  facilities ?— A.  Freight  as  well.    I  have  a 


Q.  (By  Mr.  Phillips.)  Dothey^et  lower  freights? 

Q.  (By  Mr.  Jenks.)  Better  freight 
letter  here  with  reference  to  freights. 

Q.  (By  Mr.  Fabquhab.)  You  speak  of  opx)06ition  companies  coming  in.  I 
want  to  know  whether  these  opposition  companies  sold  at  the  same  rate  as  the 
Standard  Oil  Company,  or  above  or  below  ? — ^A.  Well,  it  would  vary ;  sometimes 
they  would  sell  at  the  same  price,  sometimes  it  would  be  a  quarter  of  a  cent 
higher,  and  sometimes  a  quarter  of  a  cent  lower,  but  the  average  was  always 
higher  than  the  Standard  Oil. 

Q.  What  amount  of  earnings  could  they  get  to-day  if  they  had  to  get  customers 
to  pay  more  to  an  independent  company  than  they  would  to  the  Standard  Oil? — 
A.  Lots  of  them  said  they  had  no  love  for  the  Standard  Oil  Company;  they 
treated  them  all  too  bad. 

Q.  In  selling  oil  from  the  tank  or  from  the  store  is  there  any  friendship  in  it  at 
all  ?  Is  it  not  a  simple  commercial  transaction  of  buying  a  good  oil  for  a  low 
price? — ^A.  I  talked  to  lots  and  lots  of  them.  Lots  of  stores  feel  that  they  would 
oe  willing  to  pay  more  for  the  other  oil  than  they  would  for  the  Standard  Oil. 

Q.  Is  there  enough  of  that  class  of  buyers  to  make  a  difference  in  buying  and 
selling  oil  so  that  an  opposition  company  can  make  a  living  and  fight?  Do  you 
think  any  company  can  sustain  itself  on  that  kind  of  sentunent?— A.  The  most 

1  See  p.  604. 
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of  those  x>eople  have  been  handling  Pennsylvania  oil.  Of  coarse  that  makes  a 
difference,  wnile  our  oil  at  Urbana  and  at  Colambns  came  from  Lima,  from  the 
Solar  Refining  Company,  and  had  the  sulphur  in  it. 

Q.  (By  Mr.  Jenks.)  Do  you  think  the  oil  of  your  rivals  was  better  than  your 
own? — A.  Yes ;  it  was  Pennsylvania  oil. 

Q.  (By  Mr.  Farquhar.)  Does  the  high  standard  of  the  oil  explain  the  differ- 
ence in  price ?  For  instance,  was  Scofield's  oil  of  a  higher  standard.than  yours? — 
A.  No ;  Scofield*s  was  not. 

Whose  was? — A.  Charles  Ludlow's  and  the  Independent,  of  Mansfield. 

j.  How  could  you  take  awa^  their  customers  if  you  had  a  lower  standard  of 
oil?— A.  Why,  we  would  give  it  to  them  so  cheap  that  they  really  had  to  tcJce  it. 
If  they  did  not  buy  it,  we  would  ^et  wagons  on  the  street  and  sell  it  so  cheap  that 
they  could  not  stand  the  comi)etition. 

PENNSYLVANIA  OIL  COMPARED  WITH  OHIO  OIL. 

Q.  (By  Mr.  Phillips.)  Is  it  not  a  fact  that  the  Pennsylvania  oil,  the  crude  oil, 
is  worth  considerablv  more  than  the  Ohio  ? — ^A.  The  Pennsylvania  oil  will  run  30 
cents  a  barrel  more  tnan  the  North  Lima.  What  is  the  North  lima  worth  ? 
I  do  not  know. — A.  Is  not  North  Lima  worth  78  to-day  ? 
I  do  not  remember  the  last  quotation  ?— A.  Is  not  Pennsvlvania  about  105? 
113, — ^A.  I  know  it  always  runs  that  way.  We  heard  the  North  Lima  got 
down  to  52  cents  a  barrel  during  the  summer, 

Q.  Is  it  not  a  fact  that  it  is  very  difficult  to  deodorize  the  Ohio  oil  ?  Is  it  not 
mixed  with  sulphur  and  arsenic  and  very  difficult  to  get  a  good  illuminating  oil  out 
Of  it  ?— A.  Yes ;  the  only  thing  is  to  get  the  sulphur  out  of  it.  There  is  a  German 
who  has  invented  a  way  of  brushing  the  sulphur  out  with  some  kind  of  a  brush, 
and  has  patented  the  arrangement;  but,  of  course,  it  is  awfully  expensive. 
The  Standard  has  bought  the  patent.  It  is  just  like  churning  milk ;  it  will  take 
the  sulphur  out,  but  it  makes  it  awfully  expensive  to  handle. 

Q.  Do  you  think  any  customer  will  buy  what  is  called  Lima  oil  and  Pennsyl- 
vania oil  at  the  same  price  ?  Will  he  not  prefer  the  Pennsylvania  oil  to  what  is 
denominated  Lima  oil? — A.  Pennsvlvania  oil  would  be  the  best  oil ;  there  is  more 
life  to  it ;  the  Pennsylvania  oil  is  what  we  get  the  paraffine  out  of,  while  the  Ohio 
oil  has  sulphur. 

Q.  (By  Mr.  Farquhar.)  From  your  experience,  will  you  explain  how  many 
customers  out  of  10  would  buy  the  cheapest  oil? — ^A.  If  they  knew  it,  the  whole 
bunch  of  them  would  buy  it. 

Q.  It  is  your  own  experience  as  a  seller  of  oil  that  the  object  of  the  general  run 
of  the  customers  is  to  get  the  cheapest  and  save  a  cent  or  hidf  a  cent? — ^A.  I  have 
seen  customers  that  would  not  buy  it  if  you  sold  it  to  them  2  cents  cheaper. 

METHODS  OP  MAKING  LAMP  TESTS  OF  OIL.* 

Q.  I  mean  the  general  run  of  customers.  Do  customers  generally  think  as  much 
about  the  quality  as  the  price? — ^A.  Oh,  yes;  the v  do.  We  oftentimes  make  a 
lamp  test  just  the  same  as  Mr.  Mathews's  man.  If  a  man  kicks  on  that  Ohio  oil 
and  nas  got  the  Pennsylvania,  we  go  in  and  make  a  lamp  test.  We  turn  our  Ohio 
oil  low  and  his  Pennsylvania  oil  high.  If  we  turn  the  Ohio  oil  high  it  would  give 
out  more  smell  of  sulphur,  but  we  do  not  do  that.  It  is  just  a  little  trick  of  ours 
in  turning  the  wick  up.  We  can  fool  any  person  on  their  oil  that  does  not  know. 
You  can  take  any  person  and  beat  them  on  their  oil. 

Q.  (By  Mr.  Jenks.)  Were  you  regularly  instructed  by  Mr.  Mathews  to  make 
your  tests  in  such  a  way  as  to  beat  your  customers  ? — A.  Yes,  we  have  2  lamx^s 
for  such  purposes  at  eacn  station. 

Q.  (By  Representative  Livingston.)  How  were  your  orders  given  to  you  to  do 
that — to  make  those  tests  ? — A.  He  told  us  verbally,  came  and  explained  it  to  us. 

Q.  You  got  no  letters;  nothing  in  writing  at  all? — A.  He  never  told  us  any- 
thing in  writing ;  he  always  came  and  told  us  just  how  to  do  it. 

Q.  Can  not  you  find  something  in  writing  on  that  line  in  some  way  or  other  ? — 
A.  I  do  not  know;  I  may  have  something. 

Q.  Do  you  think  if  we  put  a  man  on  the  stand  here  that  he  will  not  contradict 
you? — A.  They  can  not  do  it  and  tell  the  truth. 

Q.  Do  you  know  they  will  do  so,  and  prosecute  you  for  a  fraud? — ^A.  Let  them 
do  it. 

(J.  Have  you  no  way  of  substantiating  what  you  have  said? — ^A.  I  will  tell  you 
this,  that  the  Standard  Oil  Company  does  lots  of  things  that  thev  do  not  let  go 
down  on  paper  in  writing.  Lots  of  times  they  will  make  a  trip  that  costs  them 
$2  or  $3  before  they  will  write  a  letter. 

Q.  You  are  sure  you  have  nothing  in  writing  ? 

»  Soo  p.  500. 
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Q.  (By  Mr.  Phillips.)  Ask  him  if  he  can  not  support  this  by  other  testimony? 

^.  (By  Representative  Livinoston.  )  I  want  to  know  if  you  can  not  do  it  over 
their  signatures?— A.  I  have  not  anything  here,  I  have  no  letters  on  that  subject 
at  all;  I  did  not  tjiink  about  that. 

Q.  (By  Mr.  Phillips.)  Are  there  any  other  persons  that  have  this  knowledge 
that  would  be  willing  to  testify  to  these  facts  ?— A.  D,.  J.  Hull,  at  Urbana,  has  seen 
it  tested  often.  W.  Hughes,  of  Newark ;  H.  S.  HoUingswortu  and  E.  G.  Mathews, 
of  Columbus ;  W.O.  Reed,  of  Marietta.*  In  fact,  any  of  the  agents ;  any  of  the 
high  men. 

Q.  (By  Mr.  Jenks.)  Are  thoee  men  all  in  the  employ  of  the  Standard  Oil  Com- 
pany now? — A.  Yes. 

Q.  Do  you  know  of  any  one  who  is  not  in  the  employ  of  the  Standard  Oil  Com- 
pany who  has  had  the  same  experience  you  have  as  to  instructions  for  testing 
oil  ? — ^A.  I  do  not  know  of  any,  except  those  that  worked  aroimd  with  me. 

<j.  Do  you  not  think  of  anybody  who  is  not  in  the  employ  of  the  Standard  Oil 
Comx>any  ? — ^A.  No ;  they  are  all  head  men  and  they  are  all  holding  their  places. 

BUSINESS  WITH  THE    RAIIJtOADS. 

iBy  Mr.  Kennedy.)  Have  you  handled  lubricating  oils?— -A.  Yes. 
)o  you  know  anything  about  the  furnishing  of  railroads  with  lubricating  oil 
and  the  prices  charged  them? — ^A.  We  furnished  the  railroads  lots  of  refined  oil, 
but  I  do  not  know  tne  prices  charged.    We  always  made  out  their  bills,  so  many 
gallons,  and  then  sent  the  bill  to  Columbus,  and  they  put  the  price  on  it. 

Q.  Do  you  not  know  anything  about  the  price  of  lubricating  oil  ? — ^A.  No ;  the 
agents  never  know  any  thing  aoout  it,  except  the  head  men  at  Columbus. 

Q.  (By  Mr.  Jenks.)  What  railroads  did  you  sell  oil  to  in  this  way  ?— A.  The 
Baltimore  and  Ohio  Railroad  Company. 
Q.  That  is  the  only  railroad  company  you  ever  sold  oil  to?— A.  Yes. 
Q.  And  you  never  knew  what  price  they  jwdd  ? — A.  We  billed  it  to  the  Balti- 
more and  Ohio  Railroad  Company,  Baltimore,  Md. 

J  I.  Where  did  you  deliver  tne  oil  to  them  ? — ^A.  To  the  roundhouse  at  Newark. 
l.  (By  Mr.  Phillips.)  About  how  much  per  month  did  you  deliver  to  the 
timore  and  Ohio  Railroad? — A.  In  the  summer  time  about  60  to  80  barrels  a 
month,  and  in  the  winter  time  as  high  as  150. 

What  quality  of  oil  was  this?— A.  It  was  Water  White. 
Did  you  also  sell  them  lubricating  oil? — ^A.  No ;  it  was  refined. 
Wheie  id  they  buy  their  lubricating  oil?— A.  They  bought  it  of  the 
Atlantic  Refining  Company  of  Pittsburg. 

Q.  Is  that  also  the  Standiard  Oil  Company  ?— A.  I  do  not  know ;  I  do  not  think 
it  is ;  I  will  not  say  about  that. 

Q.  You  simplv  sold  them  refined  oil? — A.  We  simply  sold  them  refined  oil,  but 
I  do  not  know  about  the  Atlantic  Refining  Company.  I  remember  their  travel- 
ing men  used  to  come  to  Newark  to  see  us.  I  always  used  to  bring  them  up  to 
the  station.  They  talked  there  so  that  I  do  not  know ;  but  that  is  one  reason  why 
I  thought  so.    1  am  not  positive. 

Q.  (By  Representative  Bell. )  I  want  to  ask  about  the  rebates.  Did  you  not 
speak  a  little  while  ago  about  having  some  rebates  from  the  railroads? — A.  I 
said  I  was  not  allowed  to  pay  freight  to  the  railroads,  or  have  anything  to  do  with 
that — with  the  handling  of  the  cars — at  all,  myself.  Here  is  a  letter  sent  to  Mr. 
Mathews. 

Exhibit  3. 

Urbana,  Ohio,  2,  21, 1896. 
Standard  Oil  CJompany, 

Columbus^  Ohio. 

Dear  Sir:  I  wish  you  people  would  write  the  New  York, Pennsylvania  and 
Ohio  Railroad  in  regard  to  the  way  they  handle  our  U  T  L  cars.  I  have  done  my 
best  to  get  rid  of  them  prox)erly  as  I  never  hold  a  car  24  hours.  I  ordered  them 
to  switoi  out  an  empty  yesterdiay  and  it  is  not  done  yet  and  wiU  not  probably  be 
switched  out  till  to-morrow.  Please  write. 
Yours,  very  truly, 

Indorsed  as  follows :  W.  H.  Clark. 

W.  H.  C: 

That  is  all  right.    Our  people  have  some  sort  of  an  arrangement  with  the  Erie 
people  in  regard  to  tank  cars  by  which  they  take  care  ot  cars. 
Yours,  etc., 

3,24.    B.  A.  M. 

1  See  p.  500. 
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Q.  (By  RepresentatiTe  Bell.)  Toa  do  not  know  anything  about  their  freight 
an-angements  with  the  railroads?— A.  No;  I  do  not  know  anything  about  that. 
They  said  thevhad  a  private  arrangement. 

Q.  That  is  the  letter  you  referred,  to  a  little  while  ago?— A.  Yes, 

<j.  ( By  Mr.  Jenks.  )  Is  this  last  part  in  i)encil,  signedoy  Mr.  Mathews  himself  ? — 
A.  Yes. 

Q.  (By  Mr.  Kennedy.)  Is  that  the  wa^  they  do  business?  Do  you  send  them 
a  letter  and  they  send  you  back  the  original  mdorsed  that  way? — ^A.  Yes ;  they 
do  that  lots  of  times,  and  lots  of  times  write  across  the  end  of  the  letter. 

Q.  They  take  the  letter  and  turn  it  over  this  wav  [indicating]  and  write  across 
the  comer  some  little  note — their  business,  anything  they  want  to  have  deliv- 
ered?—A.  And  send  it  back  to  me ;  some  little  i^ort  note ;  it  is  nothing;  never 
kept  in  the  file. 

^.  (Bv  Mr.  Phillips.)  Do  you  know  an^rthing  about  the  pipe-line  system  of 
Ohio,  whether  there  have  been  any  opposition  pix>e  lines  handling  crude  oil? — A. 
I  do  not  know.  The  pipe  line  nms  n'om  where  we  used  to  live  by  Beverly  to" 
Lowell ;  from  Lowell  it  runs  on  down  and  follows  the  river  to  Marietta  and  on 
to  Parkersburg.  I  knew  their  line  when  I  boarded  there  with  Mrs.  Jordiui. 
Charles  Jordan  was  the  agent  of  the  Louisville  and  Ohio  on  the  west  side. 

Q.  Have  you  no  knowledge  of  the  pipe  lines,  of  the  Standard's  competition 
along  that  hne? — ^A.  Not  much ;  I  know  they  would  use  oil  out  of  a  certam  place 
and  pump  it  into  the  Buckeye  pipe  line.  A  certain  well  is  pumping  so  mucn,  or 
the  Argan  refinery,  or  some  refinery,  has  ordered  so  much  crude  ou.  He  would 
tell  me ;  I  did  not  hear  it ;  he  would  just  tell  me  what  they  said. 

Q.  (By  Mr.  Phillips.)  Has  any  member  of  the  commission  any  other  ques- 
tions to  ask  the  witness  ? 

WAGES  PAID  BY  THE  STANDARD  OIL  COMPANY. 

<^.  (By  Mr.  Kennedy.)  I  would  like  to  ask  him  again  in  re^^d  to  his  compen- 
sation. Do  you  say  that  you  did  not  consider  your  compensation  liberal  or  fair  ? — 
A.  I  worked  for  $15  a  month  and  paid  $12  a  month  board  for  6  months ;  then  I 
got  raised  to  $25,  and  then  went  to  Springfield  for  $35,  and  grot  my  breakfast  and 
supper  and  slept  there  and  got  my  dinner  wherever  I  was.  I  had  to  work  from  4 
or  5  o'clock  in  the  morning  until  9  or  10  or  11  o*clock  at  night.*  Would  you  think 
that  was  good  wages  or  not  ? 

Q.  When  you  got  $15  a  month,  was  not  that  as  a  boy — ^you  were  a  boy? — A.  I 
was  19  years  old  and  went  into  the  warehouse  and  painted  barrels  and  did  all  the 
work  there  was  to  do  there. 

Q.  Will  you  state  what  the  wages  of  the  Standard  Oil  Company  are  as  compared 
witn  the  wages  of  other  refineries  in  Ohio  ?  Are  they  about  the  same  ? — ^A.  It  is 
pretty  hard  to  tell  about  these  fellows — the  head  fellows;  they  get  pretty  big 
money,  but  the  fellows  I  used  to  pay  at  the  Standard  Oil  Gomx>any's  station  and 
the  warehouse  never  got  any  more  money  than  they  could  get  any  place  else. 

Q.  Do  you  mean  the  Standard  Oil  Company  jieople?— A.  Yes. 

Q.  How  about  the  employees  of  the  independent  companies  ?  Did  you  not  know 
something  about  their  wages  ?— A.  I  do  not  know  anything ;  I  do  not  know  what 


they  pay;  I  never  paid  any  attention  to  that;  I  never  asked  them  at  all. 

Q.  rBy  Mr.  Phillips.  )  About  what  wages  did  you  pay  to  persons  und     , 
A.  Wnen  I  worked  in  Newark  and  Urbana,  I  think  I  got  men  for  75  cents  a  day; 


I  think  that  is  what  I  paid  them.  I  worked  Lee  P.  Adair,  at  Beverly,  in  the  yard 
there,  for  60  cents  a  day;  I  got  Fred  Augenstein  for  60  cents  a  day  and  then  for  75. 

Q.  What  did  you  say  was  the  nature  of  their  employment? — ^A.  They  drove 
hoops  on  barrels,  filled  barrels,  took  care  of  the  team,  drove  the  dray,  or  anything 
there  was  for  them  to  do. 

Q.  Is  that  about  the  same  wages  as  other  people  pay  for  similar  kinds  of  work 
in  those  places  ?'A.  No;  the  boys  could  have  got  more  money  in  other  places,  but 
they  wanted  to  work  up. 

Q.  Did  they  exx>ect  to  be  promoted  by  working  for  the  Standard  Oil  Company 
more  cheaply  than  they  would  for  some  other  person  ?— A.  When  they  hired  them 
they  talked  to  them  and  promised  to  promote  them  as  fast  as  possible.  Lee  Adair 
worked  4  or  5  months  and  got  a  raise  of  15  cents  a  day;  then  he  worked  there 
over  a  year  and  did  not  get  any  more  money  out  of  it,  and  quit.  I  got  a  boy  from 
Lowell^  Fred  Augenstein,  who  worked  for  a  year  and  did  not  get  any  more  wages, 
and  quit. 

Q.  What  were  the  hours  that  these  men  worked  per  day  ?— A.  They  got  to  vrork 
about  5  o'clock  and  worked  until  dark.  Lots  of  times  in  the  summer,  when  the 
gasoline  trade  was  heavy,  we  had  to  work  every  day  until  after  dark.    I  have 

1  See  p.  494. 
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seen  some  days  when  we  oonld  get  it  oat  at  2  o'clock,  but  generally  we  wonld  have 
to  work  late  to  get  it  out. 

Q.  You  would  average  10  or  12  hours  a  day? — We  would  average  12  all  the 
time  J 

Q.  (By  Mr.  Kennedy,)  Was  your  promotion  pretty  rapid? — A.  I  was  there  6 
years  and  I  got  $2.50.  I  do  not  know  whether  you  would  consider  that  rapid  or 
not. 

Q.  (By  Mr.  Fa&quhar.)  Did  the  men  that  you  have  spoken  about  have  steady 
emplovment  ? — A.  Yes ;  they  worked  steadily  ;  steady  work. for  the  company  all 
the  while. 

Q.  All  seasons?— A.  Yes ;  they  worked  pretty  steady  the  year  round. 

Q.  (By  Mr.  Phillips.)  Has  any  member  of  the  commission  any  further  ques- 
tions to  ask  the  witness  ? 

Q.  (By  Mr.  Kennedy.)  Will  you  suggest  the  names  of  any  men  in  Ohio  doing 
work  similar  to  that  which  you  did  who  might  be  brought  before  the  commission 
to  corroborate  your  testimony  ?— A.  I  do  not  know  of  any  of  them  who  can  not 
do  it ;  they  would  all  tell  you  just  the  same ;  they  can  not  tell  you  anything 
different. 

Q^By  Mr.  Phillips.  )  Who,  for  instance  ?  You  have  named  quite  a  number.— 
A.  ¥r.  W.Hughes,  I  named ;  H.  A.  Dajr,  Newark,  Ohio. 

Q.  (By  Mr.  Jenks.)  What  is  his  position? — ^A.  He  has  a  tank-wagon  branch  at 
Newark.  James  E^ng,  Newark,  Onio,  Standard  Oil  Company,  is  the  man  that 
nsed  to  paint  the  red  barrels. 

Q.  (By  Representative  Livinoston.)  Have  they  numbers  to  their  private  resi- 
dences? You  can  not  reach  them  in  tnat  way. — A.  Newark  is  only  a  small  town 
and  you  can  reach  them  in  that  way.  W.  H.  Donaldson,  Newark,  and  Frank 
Hurst. 

Q.  Who  is  Mr.  Kin?  ? — ^A.  He  is  the  man  who  used  to  work  for  the  Standard 
Oil  Company  and  used  to  paint  the  barrels ;  he  was  agent  for  7  years  of  the 
Standard  Oil. 

CJ.  (By  Mr.  Ratchpord.)  Yon  have  made  a  very  full  statement  as  to  the  dis- 
criminating policy  of  the  Standard  Oil  Company,  both  in  the  matter  of  cutting 
prices  and  m  the  matter  of  selling  goods  under  false  names,  and  also  in  the  matter 
of  unequal  prices  for  the  same  goods  to  consumers.  Do  you  believe  from  the 
consumer's  standpoint  that  this  policy  is  beneficial  or  not ;  is  it  advantageous  to 
the  consumer  or  not? — ^A.  We  did  not  sell  to  the  consumer. 

UNEQUAL  prices  TO  DEALERS. 

Q.  You  did  not  sell  to  the  consumer  ? — A.  We  wholesaled ;  we  sold  to  the  trade ; 
we  did  not  sedl  to  the  houses  or  any  individual. 

Q.  Not  to  private  houses;  you  delivered  to  the  stores? — A.  Yes;  we  delivered  it 
to  uie  stores. 

Q.  fBy  Mr.  Phillips.)  Did  you  deliver  it  to  the  stores  yourself? 

Q.  (By  Representative  Livinoston.)  Did  that  enable  the  consumer  to  buy  oil 
cheaper? 

DEALERS*  PRICES  UNIFORM. 

Q.  (By  Mr.  Ratchpord.)  If  it  reached  the  retailer  by  inequality  of  price,  did 
it  necessarily  reach  the  consumer  in  the  same  way? — ^A.  No;  most  of  the  stores 
sell  at  the  same  price. 

Q.  Even  though  they  buy  at  different  prices?— -A.  You  see  there  is  often  stores 
that  buy  different  grades  and  sell  at  the  same  price. 

Q.  Then  oftentimes  the  same  articles  sell  to  the  consumer  for  a  like  price?— A. 
No;  I  said  the  grades.  Some  stores  will  buy  cheap  oil  and  charge  a  high  price, 
and  some  will  Duy  the  best  oil  at  a  high  price  and  sell  at  the  same  price  they  do. 

Q.  Did  I  not  understand  you  to  say  a  little  while  ago  that  you  sold  and  par- 
celed it  out  to  consumers  from  the  tank  wagons  cheaper? — A.  Yes;  we  sold  them 
gasoline  1  cent  a  gallon  cheaper  than  we  sold  the  stores,  under  a  contract  until 
the  81st  day  of  December.    We  gave  them  a  contract  for  last  year. 

EFFECT  OF  STANDARD  OIL  COMPANY'S  METHODS  ON  CONSUMERS. 

Q.  According  to  your  testimony,  then,  has  not  the  Standard  Oil  (Company  been 
discriminating  in  prices  very  largely? 


Q.  (By  Representative  Bell.)  Chitting  the  opposition? 


^    (By  Mr.  Ratchford.)  Do  you  believe  that  that  is  an  advantage  to  the  con- 
samer  or  a  disadvantage? — A.  They  generally  made  it  up  even  when  we  were 

1  See  p.  494. 
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■ellmg  oil  at  7  cents.    We  wonld  have  a  fight,  and  after  the  fight  we  wcnild  get 
it  higher  than  we  had  it  before. 


Q.  That  is  not  answering  the  question^ 


J.  (By  Representative  IjIvinoston.)  I  do  not  think  he  understood  it. — ^A.  Of 
course  it  is  a  benefit  to  the  consumer  right  then.  That  was  certainlytme  when 
they  took  it  to  the  house  at  6  cents  where  the  stores  had  to  pay  7.  That  was  a 
benefit  to  the  consumer. 

Q.  Tes? — A.  When  we  retailed  it  around  to  the  houses  at  6  cents  they  had 
to  pay  7. 

Q.  (By  Representative  Livinoston.)  When  they  drove  their  competitors  out 
of  the  market,  was  it  any  better  for  the  consumer? — A.  No ;  it  went  back  to  the 
old  price. 

Q.  (By  Mr.FARQUHAR.J  Did  they  go  back  to  the  old  price?— A.  They  always 
said  when  crude  advanced  half  a  cent  or  a  cent,  raise  oil  a  cent. 

Q.  Was  it  more  usual  to  go  back  to  the  old  price  than  to  increase  ? — ^A.  WeU,  I 
suppose  it  would  be  more  likely  from  time  to  time  to  go  back  to  the  old  price ; 
but  alter  they  had  that  fight  at  Newark,  and  sold  at  6  cents,  oil  went  up  to  13  and 
14  cents  on  the  street.    During  that  fight  some  people  sold  as  low  as  4  cents. 

Q.  Who  did? — ^A.  J.  P.  Lamb.  It  was  all  over  the  windows  and  grocery 
wagons  around  town, "  Water  White  Oil,  4  cents." 

PRICES  AT  COMPETITIVE  AND  NONCOMPETITIVE  POINTS. 

Q.  (By  Mr.  Jenks.)  Do  the  reg^ar  prices  in  towns  where  there  is  no  competi- 
tion range  higher  than  in  towns  where  there  is  comi)etition  ? — A.  Last  summer 
we  had  no  competition  in  Newark,  and  gasoline  retailed,  or  wholesaled,  for  7i 
cents.  In  Columbus  they  had  competition,  and  gasoline  sold  for  5i  cents ;  there 
was  2  cents  difference  between  Columbus  and  Newark.* 

Q.  Can  you  give  any  other  instances  of  the  same  character  ? — ^A.  No  two  sta- 
tions have  the  same  price.    All  stations  have  different  prices. 

Q.  GhBuerally  speaking?— A.  If  I  would  quit  working  at  Marietta  and  go  to 
Zanesville,  they  would  have  different  prices  at  that  place. 

Q.  (By  Mr.  Phillips.  )  What  has  made  that  difference — competition  ?— A.  They 
always  said  it  was  the  freight  rate ;  that  it  cost  more  to  handle  it.  It  always 
seemed  to  me  that  where  there  was  no  competition  they  were  charging  different 
prices.  At  Newark  last  summer  oil  was  a  cent  a  gallon  higher  than  at  Columbus 
and  gasoline  about  2  cents  higher ;  but  at  Marietta  it  was  2  cents  cheaper  than 
it  was  at  Newark.  That  was  before  they  had  that  trouble  at  Newark.  Newark 
is  generally  1  cent  higher  on  oil  and  2  cents  higher  on  gasoline.  My  folks  live  at 
Marietta,  and  it  was  2  cents  cheaper  than  it  was  at  Newark. 

Q.  (Bv  Mr.  Phillips.)  Has  any  member  of  the  commission  further  questions 
to  ask  tne  witness?  Have  you  any  brief  statement  to  make  that  has  not  been 
covered  by  the  questions  that  have  already  been  asked  you? 

Q.  (By  Kepresentative  Livingston.  )'  Do  you  know  or  any  conduct  of  this  com- 
pany similar  to  that  which  you  have  related,  but  which  is  more  public  in  char- 
acter?—A.  Sir? 

Q.  Do  you  know  of  something  of  a  more  public  character  of  which  these  people 
have  been  guilty  concerning  discriminations  such  as  you  have  mentioned? — ^A.  I 
can  think  of  nothing. 

Q.  That  can  be  supported  by  evidence  of  other  parties? — ^A.  I  do  not  know  of 
any  at  present. 

Q.  Did  you  ever  see  a  lawsuit  in  a  court-house? — ^A.  I  was  never  in  a  court- 
house, except  once  when  I  took  a  deed  in. 

CJ.  Did  you  hear  them  testify? — A.  No;  that  was  the  only  time  I  was  in  the 
court-house. 

Cj.  What  court  was  that? — A.  Oh,  there  was  no  court  going  on ;  I  just  took  a 
deed  up  to  the  court-house. 

Q.  Has  the  Standard  Oil  Company  been  prosecuted  by  anybody,  that  you  know 
of,  in  any  cases  either  in  a  justice's  court  or  a  circuit  court? — A.  I  do  not  knowj 
I  am  not  posted  on  that.  I  was  in  Urbana  when  they  were  fighting  there  before 
the  council.  We  were  just  in  before  the  council,  but  never  had  any  suit,  or 
anything. 

Q.  You  do  not  know  of  any  court  records  that  you  could  find? — ^A.  No. 

Q.  Has  there  not  been  any  litigation  concerning  this  question  of  methods  you 
have  been  talking  about? — A.  I  do  not  know,  if  you  have  the  papers  of  Mr. 
Monnett,  they  mention  everything  I  have  said  here. 

1  See  Mr.  Monnett,  p.  317. 
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9.  (By  Mr.  Batchford.)  We  have  that  case.— A.  Those  iMtpers  inelnde  ererj- 
thmg  I  nave  said. 
Testimoiiy  closed. 

AFFIDAVIT. 

State  of  Ohio,  County  of  Licking,  ss : 

I  Hwear  that  the  statements  made  by  me  of  my  own  knowledge  in  the  f  oregoine 
report  of  my  testimony  before  the  Industrial  Commission  are  true,  and  that  all 
other  statements  I  behere  to  be  tme. 

W.  H.  Clark. 

Sworn  and  subscribed  before  me  this  15th  day  of  Seirtember,  1899. 

[8BAL.J  Phil.  B.  Smtthe, 

Notary  Pubiic, 


Washington,  D.  C,  June  9, 1899. 
TESTDfOHT  OP  HOIT.  THEODOEE  F.  DAVIS,  OF  MARIETTA,  OHIO. 

The  commission  met  at  10.50  a.  m.,  Jime  9, 1899,  Vice-chairman  Phillips  presid- 
ing.   Hon.  Theodore  F.  Davis,  of  Marietta,  Ohio,  testified. 

O.  (By  Mr.  Jenks.)  Will  yon  be  kind  enough  to  state  yonr  full  name  and 
adoress  to  the  commission? — A.  Theodore  F.  Davis,  Marietta,  Ohio. 

LOCATION  AND  NATURE  OF  BUSINESS  OF  WITNESS. 

Q.  How  long  have  yon  been  engaged  in  the  oil  business? — ^A.  I  have  had  pro- 
ducing interests  in  the  vicinity  01  Marietta  for  20-odd  years. 

Q.  And  as  a  refiner  how  much  experience  have  you  had? — ^A.  I  have  had  a 
laree  interest  in  a  small  refining  plant  at  Marietta  for  about  6  or  7  years. 

Q.  Is  your  refinery  running  at  the  present  time? — A.  It  is  not. 

Q.  Wul  you  tell  us,  in  the  first  place,  with  reference  to  your  experience  as  a 
producer;  where  the  oil  fields  are  tnat  you  have  an  interest  in,  and  what  your 
experience  has  been  in  disposing  of  your  oil? — ^A.  I  first  became  interested  in  what 
is  known  as  the  Macksburg  field,  about  25  miles  from  Marietta,  as  a  producer;  and 
upon  the  basis  of  that  production  we  established  a  refining  plant,  hoping  to  trans- 
port, manufacture,  and  market  our  own  product.  We  continued  the  business 
zor  about  2  years,  but  were  finally  compelled  to  give  it  up.    It  was  not  a  success.* 

WHY  the  REFININO  BUSINESS  FAILED. 

Q.  In  what  way  did  the  failure  come  about? — ^A.  We  were  not  able  to  market 
our  product  at  a  margin  sufficient  to  pay  us  for  handling.  We  were  confined  to 
one  grade  of  oil  that  was  better  calculated  for  particular  markets  which  we  were 
not  able  to  reach.    We  were  not  able  to  compound  any  other  grades. 

Q.  Will  you  explain  in  detail  about  that? — A.  The  product  of  some  oil  fields 
win  make  good  lubricating  oils,  that  are  profitable;  you  can  market  them;  they 
are  rich  in  paraffin.  Paraffin  oil  is  largely  used  for  lubricants;  this  particular 
grade  of  oil  was  more  rich  in  that  product,  and  therefore  the  trade  was  confined 
largely  to  the  railroads;  they  were  the  large  consumers,  but  we  were  unable  to 
reach  them,  because  of  their  connections;  that  is,  we  were  able  to  reach  them,  but 
not  to  market  our  product.  All  or  part  of  the  properties  of  our  competitors  were 
sold  to  the  managers  of  the  railroad. 

Q.  Was  your  principal  comx)etitor  the  Argan  Refining  Company?  Was  the 
competition  simply  local? — ^A.  The  Southwestern  officii,  the  managers  of  the 
railroad  of  which  I  spoke,  became  owners  of  a  large  block  of  the  Argan  stock.  It 
made  no  difference  what  we  would  propose  in  our  quotations,  we  were  not  able 
to  sell  them  goods  at  any  price,  though  our  goods  were  just  as  good  as  theirs.  We 
lost  a  valuaole  customer. 

Q.  Had  you  been  selling  this  product  to  the  Baltimore  and  Ohio  Southwestern 
Railroad? — ^A.  We  had  sold  some  to  it,  but  more  particularly  to  other  roads  lead- 
ing out  of  Marietta,  1.  e.,  the  Cleveland  and  Marietta  and  Zanesville  and  Ohio. 

Q.  Was  the  Standard  Oil  Company  at  that  time  connected  with  this  comi)eting 
comipany,  the  Argan? — A.  Not  that  we  know  of. 

*  Compare  Mr.  Archbold,  p.  648. 
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Q.  Ton  say  that  yon  were  deprived  of  the  Baltimore  and  Ohio  Sonthwestera, 
one  of  yonr  most  valuable  customers,  on  account  of  some  of  the  managers  becom- 
ing stockholders  in  the  Argan  Company;  but  how  did  yon  lose  your  other  cna- 
tomers? — A.  The  other  customers  were  located  along  the  lines  of  these  railroads 
and  their  several  branches.  We  lost  not  only  the  railroad  oompanv  itself  as  a 
customer,  but  their  handling  the  product  of  this  one  concern  enabled  the  mer- 
chants and  dealers  along  the  line  to  get  oil  at  rates  that  we  were  not  able  to  com- 
Ipete  with. 

Q.  So  that  was  really  the  reason  of  the  stoppage  of  your  refinery? — ^A.  That 
was  one  of  the  reasons. 

EXPERIENCE  IN  REGARD  TO  TRANSPORTATION. 

Q.  Did  you  have  reason  to  think  they  were  getting  advantage  on  freight 
rates? — ^A.  We  had  no  direct  evidence  of  it,  but  we  supjx)eed  it;  they  were  actmg 
very  strangely;  our  information  was  only  circumstantial;  we  had  no  means  c3 
knowing,  we  believed  that  we  manufactured  as  cheaply  as  thev  did,  and  our 
freight  rates  being  ec^^ual  we  ought  to  have  controlled  some  of  tibat  trade,  but 
we  were  unable  to  do  it. 

Q.  What  was  your  experience  with  reference  to  the  transportation  of  the  cmde 
oil  to  your  refinery,  etc.  r — A.  We  had  our  own  lines  from  tne  wells  at  Macksburg 
to  the  railroad ;  from  there  we  shipped  it  in  tank  cars  to  the  works.  I  became 
interested  in  the  Coming  field,  in  Ferry  County. 

FRODUOT  OF  MACKSBURG  OIL  FIELD  COMPARED  WITH  THAT  OF  OTHER  FIELDS, 

Q.  So  far  as  your  experience  as  a  producer  in  the  Maxburg  field  is  concerned,  did 
you  have  difficulties  tnere^trouble  with  refining? — A.  Yes. 

Q.  (B^  Mr.  Phillips.  }  Is  the  Macksburg  field  product  what  is  commonly  known 
as  '*  white-sand  oil?" — A.  Yes;  the  crude  is  the  same  as  white-sand  oil,  and 
commands  a  similar  price  in  the  market. 


Q.  It  is  not  ttie  Limajield  oil? — A.  Oh,  no. 


^ ,  (By  Mr.  Jenks.)  What  were  you  going  to  say  about  the  Coming  field?— A. 
The  Coming  field  was  developed  later ;  some  of  the  people  who  owned  the  Max- 
burg field  opened  up  the  Comm^  field.  Coming  is  alx)ut  40  miles  northwest  from 
Marietta,  along  2  or  8  lines  of  railroad  reaching  Marietta.  We  undertook  to  mar- 
ket that  oil  or  get  some  of  our  product  to  our  works.    We  had  some  wells  there. 

Q.  (By  Mr.  Phillips.)  What  kind  of  oil  was  that— was  it  the  same  as  obtained 
from  the  Berea  or  the  same  as  the  Pennsylvania? — A.  That  is  a  little  different 
grade  of  oil,  or  at  least  there  are  some  products  in  which  it  is  not  as  rich  as  the 
Macksburg ;  there  is  just  a  little  difference.  They  make  a  difference  of  17  cents  a 
barrel  on  tne  price.  It  is  now  being  marketed  for  17  cents  less  than  white-sand 
oil. 

Q.  But  it  is  white-sand  oil  nevertheless? — A.  Yes ;  we  finally  succeeded  in  feir 
ting  a  test  of  2  or  3  tank  cars,  and  we  decided  that  in  many  respects  it  was  just 
as  valuable  as  white-sand  oil,  but  we  could  not  get  it  to  our  worss  bv  the  railway 
for  less  than  15  cents  a  barrel  more  than  we  could  get  the  white-sand  oil  for  from 
the  i>ipe-line  company.  Then  we  undertook  to  gather  it  up  from  the  fidlds  and 
take  it  through  their  pipe  lines. 

charges  for  piping  oil. 

Q.  Through  what  pipe  line? — ^A.  The  Buckeye  Pipe  Line ;  we  bought  that  oil 
from  them  delivered  to  our  works  through  their  pipes. 

Q.  Did  they  pump  the  Lima  oil  througn  the  same  pipes? — ^A.  No,  the  Coming 
oil ;  that  is  quite  a  long  way  south ;  Lima  is  75  miles,  at  least,  or  100  miles  away. 

Q.  (By  Mr.  Jenks.)  Do  you  mean  that  the  pipe-line  company  buys  this  Coming 
oil  at  17  cents  a  barrel  less  than  they  would  pay  for  the  mgher  grade  of  oil  that 
you  have  in  the  other  field  ? — ^A.  Yes. 

Q.  And  was  this  same  oil  then  carried  to  your  refinery? — ^A.  Yes,  but  instead 
of  charging  us  20  cents  a  barrel  for  the  pipage  they  charged  us  85  cents. 

Q.  Will  you  explain  the  significance  of  that?— A.  It  would  be  17  cents  a  barrel 
less  to  the  producers  at  their  wells.  We  discovered  that  the  oils  in  many  wavs 
were  just  as  good  or  better  than  the  oils  people  were  paying  $1.18  for  at  the  well, 
with  20-cent  pipage.  We  could  make  a  better  product  from  that ;  but  if  we  had 
to  pay  17  cents  a  barrel  more  it  would  bring  it  down  to  where  it  was  more  profit- 
abfe,  or  just  as  profitable,  to  ignore  that  and  take  our  own  product  'md  9eU  it  to 
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the  Standard  Oil  Company  and  buy  from  them  a  different  grade  of  oil  at  about 
the  same  nrice. 

Q.  (By  Sir.  Jenks.)  That  is  to  say,  they  would  buy  oil  from  you,  as  producers 
of  course,  at  17  cents  less  than  they  woula  pay  for  this  better  quality  of  oil  from 
the  Macksburg  field,  and  then  sell  the  same  oil  to  you  as  refiners  at  the  same  price 
as  the  highest  quality  of  oil  ? — ^A.  Yes. 

Q.  So  that  as  producers  you  were  losing  17  cents,  and  as  refiners  you  were 
gaining  nothing.  When  they  bought  the  first  grade  of  oil,  did  they  claim  that  it 
was  inferior? — A.  Yes. 

Q.  And  when  they  sold  it  to  the  refineries,  they  claimed  that  it  was  as  high  a 
quality  as  any  that  could  be  gotten  ? — ^A.  Yes. 

AMOUNT  OF  OIL  PRODUCTION. 

Q.  How  does  the  amount  of  this  white-sand  oil  produced  in  Ohio  compare  with 
the  amount  of  the  Lima  oil  ? — A.  I  am  not  familiar  with  that ;  the  pipe-bne  people 
make  a  monthly  statement  of  the  oil  they  produce  and  the  amount  in  the  different 
fields,  and  £  know  only  in  a  general  way  about  it.  I  suggest  that  that  is  a  matter 
which  you  can  ^et  directly  from  their  statistics.  They  furnish  their  purchasers 
or  the  dealers  with  a  printed  statement,  as  many  of  you  gentlemen  know,  I  presume, 
which  is  sent  out  about  this  time  of  the  month. 

Q.  ^By  Mr.  Phillips.)  Is  not  the  Lima  oil  production  much  the  lar^r? — A.  Oh, 
yes;  the  production  of  the  Lima  fields,  according  to  my  recollection,  is  about 
60,000  barrels  a  day. 

Q.  ^By  Mr.  Jenks.)  Then  the  high  quality  of  oil  from  the  Coming  and  Macks- 
burg nelds  is  relatively  a  small  part  of  the  production  of  oil  in  Ohio? — A.  Yes;  I 
should  think  our  field  produced  about  10,000  barrels  per  day,  or  in  that  neigh- 
borhood. 

Q.  You  spoke  of  the  advantage  which  your  competitors  had  as  producers  on 
account  of  the  pipe-line  connections.  Will  you  make  this  point  a  little  clearer? — 
A.  As  producers  we  were  not  able  to  get  our  own  products  to  our  plant  without 
being  subjected  to  all  the  extra  charges  which  I  have  already  mentioned. 

Q.  Extra  charges  of  the  pipe  line? — A.  Yes. 

RAILROAD  CHARGES  FOR  SHIPPINO  OIL. 

Q.  How  about  charges  on  the  railroad? — ^A.  We  were  not  able  to  get  rates  on 
the  railroad  at  all  satisfactory;  they  would  make  it  no  less  to  us  than  the  higher 
rate  of  pipage. 

Q.  Had  you  any  reason  to  think  there  was  any  special  discrimination  of  rates 
being  made  in  the  transportation  of  crude  oU?— A.  We  were  compelled  to  get  our 
oil  in  tank  cars  from  two  lines  of  road.  One  was  the  Toledo  and  Ohio  Central, 
which  had  a  branch  running  to  Marietta.  I  made  application  for  rates  by  wire, 
but  I  think  it  was  at  least  tnirty  days  before  I  got  them  to  give  me  a  rate  at  all; 
and  when  they  did,  I  found  it  would  cost  me  about  1  cent  a  barrel  more  than  to 
ship  by  the  pipje  lines;  i.  e.,  85  or  36  cents  a  barrel. 

Q.  Did  you  infer  from  the  delay  that  the  railroads  were  more  or  less  in  the 
control  of  your  competitors  in  the  field? — A.  Yes;  it  seemed  so  to  us.  We  put  our 
own  loading  racks  and  our  own  lines  to  the  tanks,  and  paid  the  same  transporta- 
tion rate  as  we  would  have  paid  if  we  had  bought  it  direct. 

Q.  Do  you  know  whether  these  special  appliances  required  of  you  in  the  way  of 
loading  racks  were  also  required  of  the  Standard  Oil  Company? — A.  No,  I  do  not. 

Q.  (By  Mr.  Phillips.)  Were  you  ever  engaged  in  litigation  in  regard  to  freight 
rates  with  the  Standard  Oil  Company  ? — ^A.  No. 

Q.  Was  there  any  litigation  in  regard  to  freight  rates  in  your  section  of  the 
country  with  which  you  are  familiar? — ^A.  Mr.  Gteorge  Rice  and  Mr.  McCarty 
had  litigation,  and,  as  I  remember  it,  recovered  finally  from  some  of  the  trans- 
portation lines ;  but  they  afterwards  became  a  part  of  the  Standard  Oil  Company 
or  the  Buckeye  Pipe  Line.  I  was  not  engaged  in  the  business  at  that  time,  and 
so  did  not  familiarize  myself  with  the  case.  I  saw  what  was  published  in  the 
newspapers  and  heard  the  case  talked  about. 

Q.  You  yourself  had  no  direct  experience  at  that  time? — A.  No. 

THE  OWNERSHIP  OF  THE  OIL  FIELDS. 

Q.  Was  there  any  difiiculty  in  buying  up  new  oil  fields? — ^A.  Well,  there  has 
been  a  good  deal  of  property  Dought.  After  territory  is  found  to  be  good  paying 
proi)erty  it  is  bought  up  very  largely  by  some  of  the  different  branches  of  the 
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Standard  Oil  Company ;  one,  perhax>8,  will  be  the  South  Pennsylvania  Oil  Com- 
pany, another  the  Ohio  Oil  Company,  another  the  Carter  Oil  Company,  another 
the  United  States  Oil  Company,  etc. 

Q.  Are  all  these  comx>anie8  connected  with  the  Standard  Oil  Company?— 
A.  Yes;  they  are  all  believed  to  be.  1  have  no  xxmtive  information  as  to  that,  bnt 
it  is  the  common  supposition  that  they  are. 

Q.  But  you  know  as  a  matter  of  fact  that  the  Standard  Oil  Company  is  con- 
nected with  a  large  number  of  producing  companies  and  has  organized  a  lar^ 
number? — A.  I  have  no  i;)ositive  information,  but  it  is  currently  believed  by  all 
the  oil  people  about  Marietta  that  it  is. 

Q.  (By  Mr.  Jenks.)  Does  the  purchase  of  these  oil  fields  by  the  Standard  Oil 
Company,  or  the  companies  associated  with  them,  simply  mean  that  they  have 
plenty  or  capital  and  can  pay  higher  prices  than  their  competitors?— A.  Yes. 

Q.  Have  you  any  reason  for  oelievinff  that  there  is  anything  unfair  in  their 
methods  of  dealing  in  this  respect  ? — ^A.  r^o ;  I  have  not.  I  have  seen  large  prop- 
erties sold  to  companies  which  we  believed  to  be  connected  with  them ;  they  nave 
cdways  paid  very  lair  prices ;  in  fact,  almost  exorbitant  ones  in  some  cases. 

Q.  Is  it  simply  a  question  of  having  a  large  capital  at  their  disposal,  with  a  will- 
ingness to  pay  well  for  the  property  they  want  to  get  control  of ?— A.  Yes. 

CHABOBS  OF  PIPE-LIKE  COMPANIES,  ETC.    (RESUMED). 

Q.  Let  us  go  back  again  for  a  moment  to  the  question  of  transportation  and  the 
charffes  that  are  made  by  the  pipe-line  companies.  Did  you  pay  by  the  barrel  ? — 
A.  Yes. 

Q.  About  how  much  does  the  barrel  contain? — A.  Forty-two  gallons  is  the 
Standard  Oil  (Company's  quantitv ;  that  amount  is  delivered  or  supposed  to  be 
delivered  for  a  barrel  of  crude  oil ;  formerly  it  was  41 ,  but  it  has  bieJen  42  for  a 
number  of  years.  They  have  their  own  experts  for  gauging  the  tanks  and  make 
out  their  own  ^uge  tables.  Where  a  producer  requests  it  they  will  furnish  a 
duplicate,  showing  the  capacity  of  each  tank  for  each  inch  in  height  or  depth. 


The  producer  can  nave  a  representative  there  when  the  tank  is  gauged.    The  pro- 

Kot  used  to  the  system  and  paid  no  attention  to  it.    Tl 
reported  to  tne  pipe-line  company  and  credited  on  their  books,  and  you  can  sell 


ducers  soon  eot  used  to  the  system  and  paid  no  attention  to  it.  The  amount  is 
reported  to  tne  pipe-line  company  and  credited  on  their  books,  and  you  can  sell 
your  oil  whenever  you  please,  42  gsdlons  for  the  barrel.  I  believe,  however,  they 
take  up2^  per  cent  for  wastage  by  evaporation  in  addition  to  that.^ 

(^.  Why  IS  that  done  ? — ^A.  It  is  claimed  by  these  people  that  that  is  about  the 
fair  average  of  the  shrinkage  or  contraction  by  the  leakage  and  evaporation. 

Q.  Then  there  is  a  waste  when  oil  is  handled  bv  barrels  or  placed  in  tanks  ? — A. 
It  18  never  handled  in  barrels,  but  always  in  tanks  and  pipe  unes. 

Q.  So  this  wastage,  they  claim,  exists  in  the  pipe  lines  themselves  ? — ^A.  Yes. 

Q.  If  you  buy  a  thousand  barrels  of  oil,  will  they  deliver  about  2i  per  cent  less 
than  that  because  of  this  wastage?  Is  that  the  idea? — ^A.  No ;  they  will  deliver 
to  your  credit  so  many  barrels  of  oil  and  have  the  wastage  of  2^  per  cent  estimated 
or  computed  from  the  gauges. 

Q.  That  is,  when  they  are  buying  oil  from  you? — ^A.  Yes ;  when  they  are  buy- 
ing from  us. 

Q.  Is  that  practically  the  universal  custom  in  the  case  of  all  pipe  lines? — ^A. 
We  have  not  had,  for  a  number  of  years,  any  pipe  line  in  the  country  but  the 
Standard. 

Q.  They  buy  from  you  and  pay  you  a  certain  amount,  less  2i  per  cent  which 
they  claim  as  wastage  ? — ^A.  Yes. 

Q.  (By  Mr.  Phillips.)  Is  it  a  fact  that  the  Standard  Oil  Company  have  a  large 
amount  of  sediment  or  surplus? — ^A.  Yes. 

Q.  Do  you  suppose  that  is  accumulated  from  this  2i  per  cent? — ^A.  Of  course  I 
have  no  definite  information  as  to  that.  It  is  supposed  that  we  buy  a  part  of  it 
and  that  they  also  charge  or  assess  for  insurance  on  fire  losses.  It  occasionally 
happens  that  a  tank  of  oil  is  burned  up. 

Q.  Is  that  assessment  made  on  the  producer  in  the  x>articular  division  or 
locality? 

Q.  (By  Mr.  Jenks.)  How  is  the  assessment  calculated? — ^A.  By  reducing  the 
credit  balances.  If  you  have  1,000  barrels,  and  1  per  cent  would  take  up  the  total 
loss,  they  charge  it  up. 

Q.  (By  Mr.  Phillips.)  Have  they  any  legal  authority  to  make  an  assess- 
ment?— ^A.  I  think  it  is  mutual ;  I  do  not  know  whether  or  not  it  would  stand  in 
litigation ;  I  have  never  known  of  anyone  objecting  to  it. 

Q.  Have  you  ever  known  of  any  person  bringing  a  suit  to  recover  ? — A,  No ; 
they  object,  of  course,  but  I  have  never  known  or  anyone  making  a  claim  for  it. 

^  See  p.  482,  top. 
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Q.  The  fact  is,  then,  that  this  is  generally  qnite  a  small  amount  on  each  pro- 
ducer, and  that  thev  do  not  feel  justified  in  going  to  law  in  regard  to  it,  but  there 
is  no  law  that  could  assess  ? — A.  No. 

Q.  But  they  do  do  it,  nevertheless,  generally  ? — ^A.  Tes ;  I  understand  so. 

THE  NECESSARY  CAPACITY  OF  A  REFINERY. 

Q.  (By  Mr.  Jenks.)  How  large  a  refinery  did  you  have?  What  was  the 
capacity? — A.  Well,  about  8,000  oarrels  a  week  was  our  capacity;  of  course  we 
could  increase  it  at  any  time  if  the  trade  demanded  it. 

Q.  Is  a  refinery  of  that  size,  properly  built  and  eauipped,  able  to  refine  oil  as 
advantageously  as  one  considerably  larger? — ^A.  Well,  it  would  be  confined  to  1 
or  2  branches  of  the  refining  business — ^that  is,  the  manufacture  of  iUuminating 
and  lubricating  oil.  B\it  if  one  had  a  gasoline  plant  connected  with  the  refinery 
it  would  add  very  materially  to  the  profits. 

O.  That  is  to  say.  in  connection  with  every  refinery  there  are  a  certain  number 
of  by-products  which  can  be  used  to  very  great  advantage  as  soon  as  your  plant 
is  large  enough  so  that  you  can  afford  it? — ^A.  Yes. 

Q.  Do  you  have  to  have  special  facilities  for  that  use? — ^A.  Tes. 

Q.  What  do  you  do  with  these  by-products  that  you  have? — A.  We  sell  part  of 
them  to  Scofield,  Schurmer  &  Teagle,  of  Cleveland — ^paraffins  and  benzines.  We 
have  a  good  market  for  our  surplus  there,  but  never  at  a  profit.  We  would  just 
about  get  rid  of  it  without  carrying  it  in  stock.  We  never  were  able — at  least, 
we  never  seemed  to  be  able — ^to  ^et  any  profits  out  of  by-products. 

Q.  Can  you  give  any  definite  idea  at  all  as  to  how  much  more  profitable  your 
establishment  would  have  been  had  it  been  large  enough  for  you  to  make  the 
best  use  of  the  paraffin  and  other  side  products  which  you  were  compelled  to 
dispose  of  substantially  at  cost  ? — ^A.  I  have  never  made  any  estimate  of  that.  It 
would  be  a  mere  approximation  if  I  should,  not  having  gone  into  it.  I  should 
have  to  make  some  uttle  calculation,  which  I  think  womd  be  foolish  to  attempt, 
because  it  would  only  be  an  approximation.  It  might  differ  quite  a  little  from 
the  real  facts,  if  they  were  determined. 

O.  If  you  had  had  double  or  treble  the  amount  of  capital  in  your  plant,  with 
additional  facilities  for  making  use  of  the  by-products,  do  you  suppose  that,  sell- 
ing vour  illuminating  and  lubricating  oils  at  the  same  prices  as  before,  the  added 
profits  from  by-products  would  have  enabled  you  to  pay  dividends  on  the  capital 
and  keep  your  establishment  running,  whereas  the  exx)erience  you  did  have  com- 
pelled you  to  close  down  ? — A.  Yes ;  1  think  so.  I  think  if  such  a  profit  had  been 
secured  the  business  could  have  been  continued  successfully. 

STANDARD  OIL  COMPANY*8  MONOPOLY  OF  BY-PRODUCTS. 

Q.  (By  Mr.  Phillips.)  Is  it,  or  is  it  not,  a  fact  that  the  Standard  Oil  Company 
has  practically  a  monopoly  of  all  these  by-products,  so  that  if  your  business  had 
been  increased  you  could  not  have  found  a  market  for  any  of  them  ? — A.  The 
by-products  would  have  gone  up  to  consumers,  of  course.  We  should  have  no 
occasion  to  sell  by-products  if  we  could  manufacture  them  and  put  them  on  the 
markets.  If  we  were  selling  crude  by-products,  with  our  regular  product,  to  a 
customer,  and  we  introduced  a  special  arrangement  for  usin^  these  by-products 
in  their  crude  state,  we  could  not  make  any  profit  from  their  immediate  sale,  and 
of  course  we  should  lose  that  customer. 

Q.  If  you  had  facilities  for  manufacturing  a  very  large  amount  of  lubricating 
oil,  does  not  the  Standard  Oil  Company  so  monopolize  ttk&t  trade  with  the  railroads 
that  it  would  be  practically  impossible  to  market  in  competition  with  them  ? — 
A.  The  railroads  are  lar^e  consumers  of  low-grade  lubricating  oils,  and  unless 
you  can  get  some  connection  with  the  railroad  companies  that  consume  them  in 
large  quantities,  it  is  sdmost  imx)ossible  to  get  around  to  the  small  dealer  and 
market  at  a  profit.  The  Standard  companies  practically  have  got  such  control 
that  you  must  either  get  some  railroad  m  with  you  or  sell  your  by-products  to 
some  of  their  concerns,  to  be  compounded  into  their  grades  and  marketed. 

Q.  Is  it  not  conceded  by  what  we  call  the  independent  or  outside  refineries  that 
the  Standard  Oil  Company  has  practically  a  monopoly  of  the  lubricating  business, 
especially  among  all  the  prominent  railroads  ? — A.  Yes. 

Q.  Would  ,any  big  corporations,  independent  of  the  Standard  Oil  Comi)^y,  be 
safe  in  investing  $500,000  or  |1 ,000,000  in  manufacturing  lubricating^  oil  ?  Would 
there  be  any  certainty  of  finding  a  market  for  it? — ^A.  I  think  it  would  be  a 
rather  hazardous  undertaking ;  that  is  my  judgment. 
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Q.  (By  Mr.  Jenks.)  If  I  nnderstand  what  you  say  on  that  point,  the  snbstaaoe 
is  this :  That  a  very  large  establishment  that  can  put  in  the  needed  f acUities  for 
making  the  best  use  of  the  bv-products  has  a  decided  advantage  in  the  manufac- 
ture, but  that,  ovnng  to  the  fact  that  the  Standard  Oil  Company  has  apparently 
such  close  relations  with  the  railroEtds  and  with  the  producers  of  these'by-products, 
it  is  nevertheless  a  hazardous  investment  to  make,  owing  to  the  difficulty  in 
marketing? — ^A.  We  look  upon  it  in  that  way  and  have  not  made  such  an  invest- 
ment in  our  concern. 

9.  But  the  advanta^  in  the  manufacture  itself,  you  think,  undoubtedly 
exists? — ^A.  Yes;  I  think  so. 

THE  COMPOUNDINa  OF  OIIA. 

Q.  Can  you  give  us  some  idea  with  reference  to  the  way  in  which  the  different 
grs^es  of  oils  are  compounded  ? — ^A.  I  do  not  know  whether  I  can  make  myself 
understood  about  that.  Most  refineries  have  a  department  of  that  kind.  They 
have  a  person  who  becomes  expert  in  compounding  mineral  oils  with  animal  oils, 
and  in  the  filtration  and  extraction  of  oils  from  the  paraffin.  There  is  a  very 
{H^eat  difference  in  these  different  grades  of  oil  in  the  markets.  One  consumer, 
m  many  cases,  may  -p&j  5  or  6  times  as  much  for  a  particular  grade  of  oil  as  some 
other  consumer.  For  instance,  15  cents  a  gallon  would  be  a  fair  price  for  some 
consumers;  and  for  some  grades  of  oil  they  get  75  or  80  cents,  owing  to  the  par- 
ticular machinery  that  is  used. 

Q.  If  I  understand  you,  then,  the  manufacture  of  lubricating  oils  is  very  largely 
a  matter  of  compounding? — ^A.  Yes. 

Q.  And  that  is  an  art  m  which  there  is  a  chance  for  experience  and  the  devel- 
opment of  skill? — ^A.  Yes. 

Q.  But  nevertheless  the  art  of  judging  accurately  the  quality  of  lubricating  oils 
is  a  somewhat  difficult  thing  ? — ^A.  Yes. 

VARIATIONS  IN  THE  PRICE  OF  LUBRICATINQ  OIL. 

Q.  So  that  if  a  person  is  disposed  to  get  2  prices,  or  8  or  4  prices,  for  the  same 
quality  of  oil  from  different  consumers  he  might  be  able  to  do  it? — ^A.  Yes. 

Q.  Have  you  any  reason  for  believing  that  any  of  your  competitors  were  in  the 
habit  of  setting  different  prices  for  the  same  grade  of  lubricating  oil  ? — ^A.  Yes; 
we  have  become  satisfied  of  it  by  coming  in  competition  with  them.  The  grades 
of  oil  we  were  manufacturing  in  the  same  town  would  often  be  selling  at  %  and 
23  cents  a  gallon,  while  they  would  be  selling  to  the  very  same  people  with  whom 
we  came  in  contact  for  70  and  80  cents — ^in  a  small  way,  of  course. 

Q.  Who  were  those  competitors  ? — ^A.  The  principal  one  was  the  Argan  Refin- 
ing Company. 

Q.  What  was  the  source  of  your  information  on  this  matter  ?— A.  We  were 
located  in  the  same  place  and  our  plants  were  close  together.  Our  men  inter- 
mingled, i.  e.,  they  would  work  at  one  place  for  a  few  weeks  and  then  change 
about,  so  that  we  became  somewhat  f  amiuar  with  what  our  competitors  were  doing, 
as  thev  seemed  to  be  willing  to  get  information  about  us. 

Q.  Your  information,  then,  on  this  difference  in  prices  came  from  men  working 
for  you  who  formerly  worked  for  the  Argan  ? — ^A.  Yes,  or  vice  versa. 

METHODS  ADOPTED  BY  COMPETITORS  TO  SECURE  INFORMATION. 

Q.  You  intimated  just  now  that  your  competitors  sometimes  secured  informa- 
tion with  reference  to  your  methods  of  doing  business  in  ways  that  were  ordina- 
rily not  considered  normal.  What  were  some  of  the  methods  employed  ? — ^A.  Chi 
one  occasion  we  had  an  office  boy  who  became  shipping  clerk,  and  attended  to 
making  shipments  of  oil  bv  river  and  by  rail.  That  young  fellow  was  approached 
by  an  agent  of  the  Standard  Oil  Company,  who  offered  to  pay  him  for  a  re^rt 
from  day  to  day,  giving  the  names  of  the  persons  we  were  shipping  to,  the  points 
shipped  to,  and  the  invoice  price  of  the  product.* 

Q.  What  was  the  result  of  that  offer? — ^A.  Well,  the  young  man  was  very 
much  surprised,  but  was  lo^^al  to  us.  He  came  and  Rave  us  all  the  information 
that  he  had.  We  advised  mm  to  go  further  and  get  mrther  information,  but  the 
other  people  weakened.  I  guess  they  susx)ected  we  were  getting  onto  their  schemed ; 
they  never  accomplished  it,  so  far  as  we  know,  unless  it  was  done  without  our 
knowledge.  Sometimes  in  the  evening,  after  we  closed  up,  ttte  office  man  would 
be  the  last  one  to  leave.  They  held  conferences  once  or  twice  right  in  our  office 
and  tried  to  induce  him,  for  a  consideration  of  a  suit  of  clothes,  or  so  much  per 
month,  or  something  of  that  kind,  to  give  them  that  information. 

1  See  Monnett,  p. 816;  Mr.  Archbold,  pp.573, 674. 
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Q.  In  this  special  case  yon  think  they  failed  to  j^t  the  information  they 
wanted  on  acconnt  of  the  fidelity  of  your  assistant? — A.  I  think  so. 

Q.  Do  yon  know  any  other  case  in  which  they  did  get  information  along  this 
line? — ^A.  I  did  not  have  any  positive  information,  bnt  we  believed  that  every 
barrel  of  oil  shipped  from  onr  works  either  by  steamboat  or  by  rail  was  in  some 
way  reported  to  our  competitors.  That  was  only  a  matter  of  belief  and  conjec- 
ture, but  the  circumstances  pointed  strongly  in  that  direction. 

UNDERBIDDINQ  OF   COMPETITORS. 

Q.  What  were  the  circumstances  that  pointed  in  that  direction?— A.  Why, 
when  we  would  make  a  shipment  of  oil  and  send  invoices,  their  traveling  men 
would  frequently  come  in  contact  with  that  particular  biiipment ;  the  people  that 
we  shipped  to  would  write  us  saying  that  they  had  a  quotation  at  a  lower  price, 
and  in  many  cases  we  would  have  to  meet  that  price  or  lose  the  customer.  We 
would  have  to  make  a  deduction  on  the  invoice,  or  make  an  allowance  on  the 
next  shipment,  or  something  of  that  kind.  Of  course,  it  created  a  great  deal  of 
dissatisfaction.  We  would  have  to  keep  a  man  on  the  lookout  all  the  time, 
traveling  from  one  little  town  to  another  to  see  the  small  dealers. 

Q.  That  is,  then,  I  infer,  practically  a  universal  custom  with  those  people ; 
wherever  you  had  a  customer  they  would  follow  you  up? — ^A.  Yes. 

Q.  (By  Mr.  Phillips.)  As  a  rule,  did  they  sell  lower  than  you  offered  to  sell? — 
A.  They  offered  it,  and  we  ultimately  would  lose  a  customer  unless  we  reduced 
the  price. 

Q.  (By  Mr.  Jenes.)  What  was  the  effect  of  this  ox>eration?  Did  it  reduce 
the  price  of  oil  to  the  consumer? — ^A.  I  think  not. 

Q.  Why  not? — A.  The  dealer  would  not  change  his  price ;  he  would  continue 
to  sell  the  oil  and  if  he  bought  it  at  the  same  price  offered  by  the  Standard  he 
would  have  advantage  of  the  difference  in  price.  The  dealer  would  get  the 
advantage  of  the  difference  in  price. 

Q.  Do  you  think,  then,  that  the  price  of  oil  was  lower  to  the  dealers  and  that 
they  made  better  profits  than  they  would  have  made  save  for  this  action  of  the 
Standard  Oil  Company?^A.  Yes. 

Q.  (By  Mr.  Phillips.)  Was  that  only  in  x>articular  localities?— A.  Yes;  in 
localities  where  we  were  seeking  a  market.  It  may  have  been  so  in  other  locali- 
ties, of  course,  but  I  have  no  information  on  that. 

GENERAL  EFFECT  OF  THE  COMPETITION. 

Q.  (By  Mr.  Jenks.)  What  do  you  think  has  been  the  ultimate  effect  of  this 
competition  which  you  said  finally  compelled  you  to  go  out  of  business?  Have 
you  any  reason  to  believe  that  prices  have  increased? — ^A.  Generally,  I  think  they 
have  been  restored  to  a  more  uniform  condition ;  in  many  localities  they  would 
get  the  same  increased  price. 

S.  So  that  the  general  average  of  prices  is  probably  higher? — ^A.  Yes. 
.  This  cutting  prices  was  ordinarily  to  satisfy  customers  at  particular  places? — 
A.  Yes. 
Q.  And  was  not  a  general  cutting? — A.  No. 

COMPOUNDING  OF  OILS  (RESUMED). 

Q.  To  go  back  to  the  question  of  mixing  oils.  Did  you  say  that  nearly  all 
refineries  nave  a  special  department  for  that  work  and  a  n>ecial  mixer? — ^A.  Yes. 

Q.  And  that  a  good  many  different  brands  are  made  in  practically  every 
rennery? — A.  Yes. 

Q.  Is  all  this  to  satisfy,  so  far  as  possible,  the  taste  and  desires  of  different 
customers? — A.  Yes. 

Q.  And  were  you  in  the  habit  of  making  special  brands  for  special  customers? — 
A.  I  do  not  think  we  did  in  lubricating  oil,  but  we  did  in  illuminating  oil. 
Sometimes  we  found  the  same  name  used  on  oil  that  was  manufactured  by  other 
concerns,  apparently  for  the  purpose  of  getting  out  under  our  biand.  We  had 
one  brand  that  was  considerea  superior  by  many  consumers. 

Q.  What  was  that? — ^A.  It  was  called  the  Champion. 

<j|.  And  you  had  reason  to  believe  that  brand  was  sometimes  used  by  your  com- 
petitors?—A.  Yes. 

Q.  And  put  on  an  inferior  grade  of  oil  ? — ^A.  Yes. 
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Q.  Have  yon  any  specific  instance  in  mind  of  an  attempt  of  that  kind  or  an 
attempt  to  make  your  customers  believe  that  your  oil  was  not  up  to  the  stand- 
ard?— A.  Yes ;  I  think  of  one  {larticular  case,  that  of  the  Cleveland  and  Marietta 
Railroad.  They  were  customers  of  ours  and  we  branded  all  of  our  oil  under  the 
brand  that  we  were  shipping  it  at.  We  supplied  them  with  lubricating  as  well 
as  illuminating  oil.  In  one  case  we  were  informed  by  the  purchasing  agent  that 
their  inspector  had  discovered  5  or  6  gallons  of  water  in  some  of  the  barrels  of 
the  last  shipment  we  had  made.  We  at  once  took  the  matter  up  and  investigated 
it,  and  found  that  every  barrel  we  had  shipped  out — at  least  every  barrel  of  that 
particular  invoice — ^was  accounted  for  by  having  our  brand  on  it.  The  other 
oarrels,  which  it  was  claimed  had  water  in  them,  nad  no  brands  at  all.  We  had 
no  information  as  to  where  they  came  from,  but  some  one  undertook  to  deprive 
us  of  that  customer  by  sendinf^  a  shipment  of  spurious  oil  and  then  trying  to 
make  the  particular  officials  think  it  was  our  proauct. 

Q.  Did  you  say  there  were  4  barrels  that  had  water  in  them  ? — A.  Yes ;  I  think 
there  were  4  or  5  barrels. 

Q.  Did  you  think  that  somebody  stole  4  barrels  of  your  oil  and  put  this  spuri- 
ous oil  in  the  place  of  it? — ^A.  I  do  not  know ;  I  know  ours  had  all  been  counted 
up  and  distributed  along  the  line,  and  it  was  difficult  to  go  to  each  point  and  to 
each  agent  that  distributed  it  and  find  the  barrel  with  the  shipping  mark.  The  4 
or  5  barrels  of  spurious  oil  had  no  marks  to  show  where  they  came  from.  It  may 
have  been  ours,  but  I  do  not  see  how  it  could  have  been  unless  somebody  opened 
the  barrels  and  put  the  water  in. 

Q.  So  there  must  have  been  some  fraud  in  that  special  case  ? — ^A.  There  was  no 
doubt  of  it  in  our  minds ;  we  investigated  it  very  carefully,  and  it  resulted  in 
establishing  our  reputation  with  that  particular  road,  so  that  as  long  as  we  con- 
tinued in  the  business  we  had  their  entire  trade ;  the  way  it  happened  it  turned 
out  fortunate  for  us  after  all. 

Q.  What  would  have  been  the  effect  had  you  not  been  able  to  establish  your 
case?— A.  It  would  have  ruined  us. 

Q.  You  would  have  lost  that  trade?— A.  Yes. 

THE  COST  OP  PRODUCINO  OIL. 

Q.  How  does  the  cost  of  producing  comjxare  now  with  what  it  was  a  few  years 
ago? — ^A.  It  is  less.  Fuel  is  somewhat  less,  owing  to  the  locality ,  of  course.  Coal 
has  been  cheaper  for  8  or  4  years  than  it  was  10  years  ago ;  and  where  natural 

fas  is  used  the  uniform  price,  I  think,  throughout  the  countiy  is  7  cents  for  each 
arrel  of  crude  oil.  Some  of  the  chemicals  that  are  used  in  the  manufacture  of 
oil  are  quite  a  little  less.  Sulphuric  acid  was  2^  cents,  and  is  now  about  1  cent  a 
pound ;  out  that  is  not  a  very  material  part  of  the  cost. 

O.  So  that  on  the  whole  you  think  the  cost  of  refining  oil  has  decreased  a  little 
of  late?— A.  Yes. 

Q.  Do  you  have  any  difficulty  in  getting  the  material  which  you  have  to  use  at 
good  prices? — ^A.  No ;  not  at  all.  In  the  case  of  the  last  we  bought  we  had  a  con- 
tact Dy  the  year  with  the  Standard  Oil  Company.  We  bought  our  sulphuric  acid 
and  other  chemicals  from  them. 

Q.  Is  it  generally  true  that  refiners  of  oil,  who  are  competitors  of  the  Standard 
Oil  Company,  have  to  buy  material,  for  example,  sulphuric  acid,  from  them? — 
A.  Yes;  generally. 

Q.  Do  you  not  think  they  might  be  put  at  something  of  a  disadvantage  in  that 
way? — A.  Yes;  possibly.  Although  tne  last  we  bougnt  from  the  Standard  Oil 
Company  was  cheaper  than  people  could  get  it  elsewhere. 

Q.  (By  Mr.  Farquhar.)  Is  it  not  generally  the  case  that  sulphuric  acid  and 
other  materials  used  in  refining  oil  can  be  purchased  from  the  Standard  Oil 
Company  cheaper  than  in  any  other  market  ? — ^A.  Yes ;  I  think  that  is  right. 

COMPOUNDINa  OP  OILS  REQUIRES  KNOWLEDGE  AND  SKILL. 

Q.  Is  the  compounding  of  oil  a  scientific  operation  or  simply  a  haphazard  one  ? — 
A.  Well,  there  is  a  great  deal  that  is  hapnazard ;  it  is  now  becoming  more  a 
custom  to  go  into  it  carefully  and  scientifically;  but  ^om  my  observation  of 
refiners  generally  there  is  as  much  haphazard  work  in  the  compounding  of  oils 
as  in  any  other  business  in  manufacturing. 

Q.  If  you  were  engaged  in  the  compounding  of  lubricants  would  it  not  be  your 
custom  to  send  to  the  scientific  schools  for  a  full  analysis  before  marketing  the 
product  itself  ? — A.  It  is  sometimes  required,  but  we  do  not  always  do  it ;  it  entails 
more  or  less  expense  that  all  want  to  avoid,  if  possible. 


8TAKDARD   OIL   COMBINATIONS: — DAVIS.  359 

Q.  1b  it  not  generally  a  fact  that  many  refineries  have  mixers  or  compounders 
now?  Are  mixing  and  compounding  considered  scientific  attainments? — A.  Yes. 

<).  Is  not  the  compounmng  of  mbricants  and  illuminants  taught  in  every 
scientific  school  in  the  country? — ^A.  Yes ;  and  in  a  great  many  colleges. 

Q.  Is  it  taught  at  Cornell  University, for  instance?— A.  Yes ;  and  at  the  Ohio 
State  University  at  Columbus. 

RAILBOADS  PBETBNT  FAIR  COMPETITION. 

Q.  In  your  business  with  the  railroad  companies,  how  close  were  the  prices  of 
the  Argan  or  other  competing  companies  to  your  own? — ^A.  Well,  our  experience 
soon  led  us  to  understand  that  any  price  we  might  make  to  the  railroad  compa- 
nies that  they  had  control  of  .would  cut  no  figure ;  we  had  no  means  of  knowing 
what  they  got;  for  instance,  if  they  were  getting  12^  cents  a  gallon  and  we 
offered  it  for  6  cents,  we  could  not  get  that.  We  faiew  they  were  selling  at  13i 
cents  to  other  x>eople ;  of  course,  we  do  not  know  just  what  controlled  it,  out  we 
were  not  able  to  get  the  trade.* 

Q.  (By  Mr.  Jenks.)  Did  you,  as  a  matter  of  fact,  make  the  price  lower  to  the 
railroad  than  to  other  customers? — A.  For  a  few  times,  just  to  satisfy  ourselves 
that  that  was  the  condition  of  things ;  after  that  we  paid  no  further  attention  to 
that  particular  trade. 

Q.  (By  Mr.  Farquhar.)  What  ofllcial  of  the  Baltimore  and  Ohio  Southwestern 
Railroad  controlled  the  purchase  of  lubricants? — A.  They  had  a  purchasing 
agent,  who  was  not  always  the  same  i)arty,  but  it  seemed  that  a  higher  authority 
controlled  their  sending  out  requisitions  for  the  oils  they  needed.  A  complete 
change  was  brought  about  in  their  methods  of  doing  busmess,  and  soon  after  it 
was  miown  that  the  officers  of  the  road  controlled  considerable  stock  in  the  Argan 
Refining  C!k>mpany. 

Q.  Were  the  parties  interested  in  the  railroad  also  interested  in  the  Argan  ?— A. 
They  finally  acquired,  as  we  believe,  at  least  50  per  cent  of  the  stock  of  the  Argan 
Refinery. 

Q.  The  oils,  of  course,  were  called  standard? — ^A.  Yes. 

Q.  Do  you  claim  that  the  Argan  was  better  or  poorer  oil?— A.  It  was  intended 
to  be  substantially  the  same  grade. 

Q.  Was  it  left  to  the  purchasing  agent  to  make  a  decision  himself  ?— A. 
Oh,  yes. 

Q.  Then  do  you  wish  to  impress  upon  the  commission  the  idea  that  prefer- 
ence was  given  to  the  Argan  Refinery  because  the  railroad  officials  were  interested 
in  it?— A.  Yes;  that  is  my  belief. 

(^.  Have  you  no  knowledge  ?— A.  None  whatever,  except  the  circumstance 
which  led  us  to  that  belief,  the  general  condition  of  things,  and  the  fact  that  we 
were  not  favored  with  a  part  of  their  business. 

Q.  Can  you  tell  the  commission,  from  your  own  knowledge,  whether  the  Stand- 
ard Oil  Company  offered  better  terms  than  you  did  to  the  railroads? — A.  No. 

Q.  (By  Mr.  Phillips.  )  Did  you  say  that  you  offered  to  sell  at  a  much  lower  rate, 
and  that  they  refused  to  purchase  your  oil?— A.  Yes. 

9-  Is  that  the  reason  why  you  think  there  was  unfair  comjwtition?— A.  That 
is  it  exactly. 

Q.  Do  you  believe  it  or  know  it?— A.  We  believe. 

Q.  Because  they  would  not  purchase  your  oil,  of  equal  quality  at  a  much  lower 
price  than  they  were  paying  others?— A.  The  influence  did  not  stop  at  that  par- 
ticular point ;  but  the  fact  that  it  was  known  along  the  entire  mileage  of  that 
railroaa  and  its  branches  that  they  were  getting  their  illuminating  and  lubricat- 
ing oils  from  this  particular  concern  we  oelieve  influenced  the  dealers  along  the 
line,  because  they  could  get  it  in  small  quantities  and  without  very  much  trouble. 
The  same  peox>le  being  interested  in  the  railroad  and  the  Argan  Refinery  made, 
we  believe,  quite  a  difference  in  our  trade  along  that  line ;  we  may  be  mistaken 
about  it,  but  it  so  appeared  to  us  at  the  time. 

(J.  (By  Mr.  Farquhar.)  Do  you  not  usually  find  that  it  is  a  pretty  difficult 
thing  to  hold  a  customer  where  you  have  competition  of  that  kind  ?— A.  Yes ;  and 
especially  when  the  matter  is  in  the  hands  of  a  purchasing  agent. 

Q.  Do  you  have  any  faith  in  the  old  saying  that  *'The  purchasing  agent  was 
bought  on  both  sides  "  ? — A.  I  do  not  know.  They  laughed  at  the  statement,  and 
so  far  as  our  concern  goes  we  did  not  try  to  infiuence  our  trade  in  that  way  at  all. 
It  was  on  its  merits,  for  what  its  value  was ;  and  so  far  as  I  know,  we  had  no 
string  to  the  purchasing  agent  of  any  company  that  dealt  with  us. 


1  See  Mr.  Lee,  p.  268;  Mr.  Archbold,  p.  61ft. 


360  HEARINGS    BEFORE   THE   INDUSTRIAL   COMMISSION. 

THE  STANDARD  OIL  COMPANY  AND  THE  PRICE  OF  OIL. 

Q.  (By  Mr.  Phillips.)  It  has  been  claimed  that  there  has  been  a  gradual 
decrease  in  the  price  of  refined  oil  in  the  last  20  years,  or  since  the  Standard  Oil 
Company  besan  manufacturing  oil.  Now,  is  it  or  is  it  not  a  fact  that  that 
decrease  is  obtained  by  usin&[  quotations  from  New  York,  chiefly  on  export  oil? 
Is  it  or  is  it  not  a  fact  that  oenzine,  which  is  now  higher  in  price  than  refined 
oil,  was,  in  the  early  history  of  the  refining  business,  dumped  into  the  creek,  and 
that  the  ta^  was  not  even  used  as  fuel? — A.  Yee. 

Q.  Are  not  the  by-products  as  valuable  now,  in  many  instances,  or  even  more 
valuable  than  the  remiedoU  itself  ?— A.  Yes. 

Q.  And  by-products  that  were  formerly  considered  useless?— A.  That  is  true, 
and  when  that  condition  prevailed  there  were  great  fluctuations  in  the  value  of  the 
crude  oil.  As  I  remember,  oil  was  at  one  time  down  to  37  and  40  cents  a  barrel, 
and  at  another  time,  when  they  were  manufacturing  just  one  grade  of  oil,  it  sold  as 
high  as  20  or  80  cents  a  gallon.  There  were  great  fluctuations  as  to  the  price  of 
refined  and  crude  oil.    That  may  account  for  a  part  of  this  decreased  price. 

(^.  (By  Mr.  Farquhar.)  Do  you  not  think  that  the  fluctuations  in  the  price  of 
oil  in  1872  were  really  due  to  overproduction,  or  do  you  think  they  were  caused  by 
monopoly? — ^A.  No ;  I  think  the  cause  was  overproduction  and  the  facilities  for 
handlmg  this  crude  oil. 

Q.  It  was  not  a  question  of  monopoly? — ^A.  We  knew  nothing  of  monopoly  at 
that  time. 

S.  It  was  just  a  question  of  overproduction,  when  everybody  was  tryiM  to  sell 
get  the  market  ?— A.  Yes ;  that,  I  think,  influenced  the  price  very  considerably. 

THE  PROFITS  OP  THE  STANDARD  OIL  COMPANY. 

Q.  (By  Mr.  Phillips.)  Do  you  believe  that  the  Standard  has,  in  a  great  many 
instances  during  the  last  10  or  20  years,  made  more  profit  per  barrel  for  every  bar- 
rel of  crude  oil  handled  and  manufactured  into  refined  oil  than  thev  have  paid  for 
the  crude  oil  itself?  Is  it  right  to  infer,  as  some  do,  that  they  make  more  i>rofit 
to-dav  on  every  barrel  of  oil  that  is  manufactured  than  they  pay  for  producing  it  ? — 
A.  I  hardly  think  that  they  do,  but  they  do  make,  as  is  shown  by  their  statements, 
a  very  considerable  amount  out  of  their  transportation  of  the  ou  through  the  pipe 
lines ;  they  are  very  profitable. 

Q.  Take  them  together?— A.  Oftentimes  the  entire  profit  on  a  barrel  of  oil  wUl 
be  made  on  the  transportation  of  it  instead  of  the  manufacture. 

Q.  (By  Mr.  Jenks.)  Have  the  rates  for  piping  decreased? — A.  That  I  do  not 
know  about.  The  Standard  system  has  only  been  established  at  Marietta  about  10 
years,  and  I  know  nothing  of  what  may  have  occurred  before  that. 

Q.  Has  there  been  any  change  in  the  charges  for  piping  in  your  remembrance  ? — 
A.  Only  at  particular  periods  when  there  has  been  a  contest  over  the  control  of  a 
particular  field,  or  something  of  that  kind.  I  think  they  are  paying  10  cents  a  bar- 
rel more  for  crude  oil  at  Scio  to-day  than  they  are  at  Marietta  or  Pittsburg.  The 
quotations  show  10  cents  a  barrel  more. 

Q.  Is  the  price  of  crude  oil  at  Marietta  the  same  it  has  been  for  some  years  ? — 
A.  Oh,  it  has  fiuctuated  some  in  the  last  5  or  6  years,  but  not  so  very  much. 

• 

cost  of  producinq  crude  oil  now  and  formerly. 

Q.  What  is  the  cost  of  producing  crude  oil  now  compared  with  what  it  was  5  or 
10  years  ago  ? — A.  It  has  increased  very  much.  The  material,  i.  e. ,  casing,  tubing, 
and  machinery,  that  goes  into  the  production  of  oil,  has  increased  in  some 
instances,  I  should  think,  90  per  cent. 

Q.  rBy  Mr.  Phillips.  )  Since  when  ?— A.  In  the  last  3  or  4  months. 

Q.  jPnor  to  that  was  it  cheaper  than  it  had  ever  been  before? — A.  Oh, yes;  very 
much  cheax>er.  All  materials  going  i^ito  the  production  of  oil  in  the  way  of  iron 
pipe,  tubing,  casing,  boilers,  and  machines  were  very  much  reduced. 

Q.  (By  Mr.  Jenks.)  The  price  of  these  materials  has  gone  up, and  there  has  not 
been  much  increase  in  the  price  of  crude  oil? — A.  No,  no. 

Q.  Do  you  know  whether  the  Standard  Oil  Company  itself  is  interested  in  the 
production  of  these  supplies  or  not? — A.  No;  I  have  no  information  other  than 
the  general  supposition  of  people  who  are  consuming  those  products.  Quite  fre- 
quently you  win  find  that  their  business  relations  indicate  that  tiiey  are  some- 
what interested;  but  I  have  no  knowledge  of  my  own  as  to  that. 
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Q.  (By  Mr.  Fabquhar.)  Do  yon  mean  that  there  are  {larties  interested  in  the 
Stimdard  who  are  also  interested  in  the  tubing  works,  etc.? — A.  Yes.  I 

Q.  Bnt  the  Standard,  as  the  Standard,  has  nothing  to  do  with  it  ?— A.  No ;  I  .    ' 

suppose  not. 

Q.  (By  Mr.  Jenks.)  Did  yon  say  that  yonr  chief  competitor  in  the  refining  busi- 
ness was  the  Argan  Company? — ^A.  Yes.  , 

Q.  Yonr  chief  competitor,  then,  was  the  Argan  and  not  the  Standard? — A.  The 
Standard  had  a  very  large  plant  at  Parkersbnrg  that  covered  part  of  the  same 
territory  that  we  both  covered. 

Q.  Bat  so  far  as  yon  knew  yon  were  hampered  as  much  by  the  Argan  as  you 
were  by  the  Standard  ?— A.  Yes. 

i 

RELATION  OF  THE  STANDARD  TO  THE  ARGAN  REFININQ  COMPANY. 


I 


Q.  Was  the  Argan  owned  by  the  Standard  at  that  time  ? — A.  No. 

O.  But  it  has  since  been  bought  by  the  Standard  ? — A.  Yes. 

Q.  What  has  been  the  history  of  the  Ar^an  since  then  ? — A.  Why,  the  Argan 
Benning  Company  was  leased  sometime  within  the  year,  I  should  say,  by  one  of 
the  branches  of  the  Standard  Oil  Comi>any — ^the  Southern  Refining  Company, 
I  think — on  a  basis  of  6  per  cent  on  $200,000  for  ten  years,  or,  in  other  words, 
$1,000  a  month  for  ten  years.  They  had  employed  quite  a  number  of  people, 
traveling  men  and  office  men,  and  just  recently  they  left  Ohio  and  went  into 
West  Virginia.  That  was  about  the  time,  I  think,  that  Attorney-General  Monnett 
commenced  quo  warranto  proceedings,  claiming  that  they  were  a  i)art  of  the 
Standard  Trust.  They  immediately  moved  their  business  office  to  Parkersbnrg, 
which  is  about  12  miles  from  Marietta  on  the  Virginia  side  of  the  river.  Since 
then  it  has  been  understood  that  the  people  who  owned  the  stock  of  the  Argan 
Refining  Comi>any  had  capitalized  it  and  sold  out  their  entire  interest  to  the  same 
people  tnat  leased  it ;  so  tnat  they  have  in  some  way  discounted  the  10-year  lease 
by  cash  payments,  and  the  Argan  Refining  Company  has  now  practically  aban- 
doned its  office  at  Parkersbnrg.  ' 

Q.  Is  it  understood  that  the  purchasers  of  this  stock  are  the  managers  of  the 
Standard  Oil  Company  to  some  extent? — ^A.  That  is  the  supposition.  I  think  if 
you  have  access  to  the  testimony,  taken  by  Mr.  Monnett  at  Marietta,  of  Mr. 
Cram,  who  was  the  manager  of  the  Argan  Refining  Company  at  the  time  this 
lease  was  made,  you  will  find  that  he  testifies  as  to  just  what  was  done  in  this 
leasing  process.  Since  that  time  it  is  generally  believed  that  the  stock  has  been 
purchased  by  the  same  parties  who  made  the  lease.  Perhax)s  you  will  not  find 
that  in  this  testimony. 

NO  SUaOESTIONS  AS  TO  LEGISLATION. 

Q.  (By  Mr.  Phillips.)  Have  ^ou  any  su^estions  to  make  in  regard  to  legisla- 
tion regarding  trusts  and  comoinations  ?  Do  you  think  it  is  a  question  that  can 
be  dealt  with  properly  by  law? — ^A.  I  have  not  given  it  the  close  attention  that 
other  gentlemen  have,  but  I  realize  that  it  is  one  of  the  most  difficult  things  to 
deal  with  or  control  by  law.  I  have  no  suggestions  on  that  line.  I  do  not  bow 
how  remedial  leg^islation  is  possible;  vested  rights  are  acquired  by  innocent 
holders  in  <^fferent  corporations  and  they  are  thrown  together,  so  that  I  can  not 
see  how  you  can  possibly  separate  them.    There  may  be  some  way  of  doin^  it. 

Q.  Are  you  at  all  famihar  with  the  pipe-line  business  in  Pennsylvama  and 
Ohio,  and  esx)ecially  in  regard  to  the  opposition  the  Standard  has  made  to  inde- 
pendent pipe  lines ? — A.  !No  ;  I  never  came  in  contact  with  that  except  in  a  very 
moderate  way. 

Q.  You  are  not,  then,  familiar  with  the  early  history  of  the  Standard  in  Pennsyl- 
vania?— ^A.  No;  I  am  not. 

Q.  And  their  methods  there  in  rej^ard  to  pipe  lines,  purchasing  refineries, 
eto.  ? — A.  No ;  I  have  no  information  in  that  direction. 

Q.  (By  Mr.  BCennedy.)  To  whom  do  you  sell  your  product  now? — A.  The 
crude  oil  ? 

Q.  Yes. — ^A.  The  oil  produced  in  West  Virginia  I  sell  to  the  Eureka  Pipe  Line, 
and  that  produced  in  Ohio  to  the  Macksburg  division  of  the  Buckeye  Pipe  Line. 

Q.  Are  they  both  Standard  Oil  lines? — A.  They  are  in  the  same  office  and  the 
same  bookkeeper  makes  out  the  check  which  is  given  by  one  of  their  agents  on 
New  York. 

Q.  (By  Mr.  Phillips.)  Are  both  owned  by  the  Standard?— A.  Both  are  in  the 
same  oface. 

Q.  (By  Mr.  Kennedy.)  Do  they  pay  you  the  market  price  for  it?— A,  Yes. 

>  Compare  Mr.  Monnett,  p.  3U0;  Mr.  Archbold,  p.  544 
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kEGULATlON  OF  THE  MARKET  PRICE  OF  OIL. 

Q.  (BvMr.  Farquhar.)  How  is  the  market  price  regulated  ?— A.  When  yon 
have  oil  to  sell  you  go  to  the  agent,  who,  before  he  gives  you  a  price,  wires  to 
Pittsburg,  where  the  books  are  kept,  to  see  what  your  credit  balance  is ;  that  is, 
the  number  of  barrels  of  oil  credited  to  your  account  and  the  particular  grade. 
When  he  gets  that  information  he  will  give  you  the  price ;  that  is,  the  price  is 
posted.    You  may  or  may  not  accept  his  offer. 

Q.  What  influence  have  the  independent  producers  of  this  country  on  the  price 
of  crude  oil? — ^A.  They  have  influence  onlv  m  special  cases,  and  I  do  not  recollect 
any  of  those  in  particular.  I  do  not  think  they  have  any  influence  over  it  at  all 
in  our  part  of  the  country. 

Q.  None  at  all  ?— A.  Not  at  all. 

O.  (By  Mr.  Phillips.)  Is  the  price  of  oil  there  fixed  by  the  board  of  exchange 
or  by  the  Standard  Oil  Company? — A.  By  the  Standard  Oil  Company. 

Q.  Both  crude  and  refined  ? — ^A.  They  do  not  fix  the  price  of  refined,  but  they 
do  the  crude. 

8.  They  make  the  quotations  in  New  York,  do  they  not? — A.  I  think  they  do. 
.  Do  they  make  the  quotations  in  all  the  oil  fields  for  the  crude  ? — A.  Oh,  yes ; 
wherever  they  have  the  purchasing  agent. 

Q.  And  is  it  wired  to  the  agents  what  the  price  shall  be  each  day  or  week, 
subject  to  change  at  any  time  by  them? — ^A.  Yes ;  the  holder  of  credit  balances 
on  their  ledgers  may  be  a  producer  in  Indiana,  Ohio,  West  Virginia,  or  Pennsyl- 
vania and  may  sell  to  any  of  their  agencies.  It  does  not  make  any  difference 
what  one.  I  have  often  been  in  the  office  when  producers  from  Indiana  would 
come  in  and  ask  for  their  credit  balances  and  get  their  checks  just  the  same  as 
men  who  produce  oil  within  a  mile  of  where  the  business  was  transacted. 

y.  (By  Mr.  Farquhar.)  Is  it  the  New  York  branch  or  the  Pittsburg  branch 
that  rules  the  market  ? — ^A.  It  is  the  Oil  City  market ;  that  is  the  one. 

Q.  Of  the  Standard?— A.  That  controls  the  price  of  crude  oil.  Occasionally  it 
is  sold  at  quotations  given  by  brokers  when  there  is  a  little  fluctuation.  I  have 
known  it  to  be  so  for  a  few  days,  within  two  years,  I  think.  When  I  would  go 
in  to  sell  some  of  my  crude  oil  they  would  say :  "  If  you  will  allow  us  to  put  this 
on  the  exchange  to-day,  vou  may  have  the  benefit  to-morrow  of  the  average 
exchange  price  instead  of  taking  the  specific  or  grade  price  at  the  time."  I  fre- 
(^uently  would  get  a  cent,  a  cent  and  a  half,  or  2  cents  a  barrel  more  by  putting 
it  on  the  exchange.  At  other  times  the  exchange  was  lower  than  the  Stondara 
market. 

THE  POSITION   OP  INDEPENDENT  REFINERS. 

Q.  Is  it  your  opinion  that  the  independent  refiners  of  this  country  are  making 
money  ?--A.  I  do  not  know  outside  of  the  firm  I  am  interested  in  myself. 

'"    Scofield,  Schurmer&  Teagle,  of  Cleveland? — A.  Apparently  they  are. 
Do  they  own  oil  wells  ? — A.  I  really  do  not  know. 

They  are  refiners  proper  of  the  oil  and  the  by-products?— A.  That  is  what 
I  understand. 

Q.  Is  it  not  quite  a  wealthy  firm? — ^A.  Yes. 

Q.  Has  it  not  always  been  an  independent  firm?— A.  That  has  been  the  supix>- 
sition. 

Q.  Do  not  large  profits  naturally  accrue  to  a  firm  like  that?— A.  Yes. 

Q.  Because  a  good  many  refiners  have  gone  out  of  business,  is  it  right  to  say 
that  the  Standard  Oil  Company  drove  them  out  or  bought  them  out — gave  them 
a  good  price  to  get  out  ?— A.  Why,  take,  for  instance,  our  own  concern  right 
there  under  our  eyes.    I  could  have 

Q.  (Interrupting.)  Could  you  not  have  sold  out  in  pretty  good  shape  if  you  had 
desired?— A.  1  was  never  approached  on  that.  I  would  be  very  glad  to,  but  I 
think  I  could  have  put  up  a  refining  plant  as  good  as  the  one  that  was  practically 
sold  for  $200,000  for  about  875,000. 

Q.  (By  Mr.  Jenks.  )  That  is  the  Argan  ?— A.  That  is  the  Argan. 

Q.  (By  Mr.  Farquhar.)  Of  course,  that  includes  good  will  and  everything  else 
that  goes  into  an  establishment  of  that  kind.  But,  from  your  own  experience, 
do  you  know  whether  it  is  customary  for  the  Standard,  when  they  fina  a  good, 
strong  refining  plant,  to  crush  it  out  or  buy  it  up  at  a  pretty  good  figure  ?— A. 
They  nave  not  done  that  in  a  great  many  instances.  They  did  not  buy  out  Mr. 
Rice*s  plant. 

Q.  (By  Mr.  Phillips.  )  Is  it,  or  is  it  not,  a  fact  that  the  Standard  bought  a  large 
number  of  refining  plants  at  a  good  price,  and  wrecked  them  ?— A.  Yes. 
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Q.  (By  Mr.  Farquhar.)  Is  it  not  sometimes  a  good  business  proposition  to 
dismantle  plants  when  you  have  been  getting  good  transportation  facilities  and 
getting  the  same  quantity  of  oil  and  other  products  and  attach  to  another  pipe 
Bne,  and  let  them  go,  leaving  nothing  but  the  bare  walls  ? — ^A.  Yes. 

Q.  As  a  business  proposition,  any  man  will  do  that  ? — ^A.  Yes. 

Q.  (By  Mr.  Kennedy.)  What  is  the  market  price  of  crude  oil  to-day? — ^A.  The 
last  quotation  I  saw  was  $1.13  at  the  wells. 

Q.  A  barrel? 

Q.  (By  Mr.  Phillips.)  White  sand  oil?— A.  The  white  sand  oil. 

COST  OP  PRODUCTION   (RESUMED). 

Q.  (By  Mr.  Kennedy.)  Can  you  state  to  the  commission  what  the  cost  of  ijro- 
duction  is? — A.  That  varies  a  great  deal ;  that  is  one  of  the  uncertain  quantities. 
I  have  spent  a  good  deal  of  money  in  sinking  wells  with  no  return,  but  occasion- 
ally have  been  fortunate  enough  to  get  a  well  that  was  very  cheaply  produced 
and  that  gave  a  very  satisfactory  return.  It  is  impossible  to  tell  just  what  the 
cost  is. 

Q.  In  regard  to  the  wells  that  are  productive,  can  you  say  what  the  cost  i)er 
barrel  for  tne  crude  product  is? — A.  That  varies  as  to  the  field. 

Q.  What  is  it  in  your  field? — ^A.  The  nearest  wells  to  Marietta  are  only  about 
400  feet  deep  and  are  very  productive,  while  the  Berea  sand  wells,  in  the  Macksburg 
field,  vary  from  1,600  to  2,300  feet;  therefore  you  can  see  that  there  is  quite  a 
little  difference  in  the  cost  of  wells  in  different  fields.  You  have  to  use  a  great 
deed  more  casing  in  some  instances  than  others — 3  or  4  strings  of  casing  fre- 
quently. In  our  fields  you  use  but  one,  because  of  the  surface  drilling. 
Q.  (By  Mr.  Philups.)  The  cost  of  drilling  is  about  $5,000  or  $6,000  to  the  well 
in  different  localities? — ^A.  Yes. 

And  some  are  more  uncertain  than  others? — A.  Yes. 
(By  Mr.  Kennedy.  )   What  is  your  own  individual  production  ?— A.  My  own 
in^vidual  production? 

Q.  Yes. — A.  That  varies  considerably.    It  is  now  about  100  barrels  a  day. 

Q.  You  have  been  in  the  business  a  good  many  years? — ^A.  Yes ;  I  have  several 
times  thought  I  was  in  the  business,  but  when  I  came  to  settle  it  up  I  found  I  was 
not — ^I  was  behind. 

Q.  Is  it  not  possible  for  you  to  compete  now,  if  the  Standard  Oil  Company  does 
fix  the  price  or  the  product? — ^A.  Yes,  it  is,  where  I  get  sufficient  production  to 
I)ay  the  expense  of  operating. 

Q.  (By  Mr.  Farquhar.)  In  a  general  way,  do  you  think  the  exportation  of 
petroleum  over  the  whole  world  has  been  a  great  benefit  to  this  country  ? — A. 
Yes ;  I  do. 

Q.  Do  vou  think  it  has  been  one  of  the  great  factors  in  holding  the  balance  of 
trade  in  favor  of  the  United  States? — ^A.  Statistics  show  that,  of  course ;  there  is 
no  question  about  it  in  my  mind. 

Q.  (By  Senator  Mallory.  )  Did  you  not  state,  some  time  back,  that  the  managers 
of  the  railroad  at  Marietta,  being  mterested  in  the  Standard  Oil  Company,  influ- 
enced the  dealers  along  the  line  of  that  road  ?— A.  The  managers  of  the  railroad 
comi>any,  being  interested  in  the  Argan  Refining  Company ,  made  it  appear  to  the 
ordinary  village  merchant  that  they  were  controlling  that  particular  trade.  In 
many  cases  they  control  the  output  of  the  coal  mines  that  supply  fuel  for  opera- 
ting the  road,  ana  the  managers  and  operators  do  their  purchasing  from  the  com- 
panies that  are  doing  the  work.  In  that  way  they  secure  indirectly  control  of  the 
railroad  company  or  the  merchant. 

Q.  Do  you  mean  the  railroad  employees? — ^A.  The  coal  producers,  the  coal 
oi)erators. 

Q.  Purchase  of  the  dealers?— A.  They  were,  in  one  instance,  supplying  the  rail- 
road company  with  their  fuel  and  operating  mines  producing  tne  coal,  and  of 
course  they  supplied  them,  or  some  one  connected  with  them ;  not  only  the  coal, 
but  also  the  supplies  that  went  into  producing  the  coal. 

Q.  What  I  wanted  to  get  at,  or  unders^:and,  was  the  influence  which  you  referred 
to  as  controlling  these  dealers  to  their  detriment? — A.  That  was  one.  Wherever 
they  had  control,  or  were  connected  with  the  producing  of  coal  or  other  things 
that  were  associated  with  the  management  of  the  road,  tney  seemed  to  be  able  to 
cut  us  off. 

Q.  Do  you  say  they  had  no  direct  influence  ?— A.  Not  that  we  could  put  our  hands 
on ;  we  only  inferred  it ;  the  circumstances  impressed  upon  us  the  fact  that  it 
was  going  on. 
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Q.  Bnt  yon  found  it  to  be  a  fact  that  yonr  business  was  being  cnt  off  all  the  time 
in  varions  directions  from  varions  canses?— A.  Yes ;  we  attributed  part  of  it  to 
that  influence. 

Q.  To  that  influence  ?— A.  Yes. 

(^.  (By  Mr.  Kennedy.)  A  former  witness  before  the  commission  said  that  he 
believed  a  new  system  of  rebates  to  railroad  companies  had  grown  up.  It  is 
this :  They  furnish  lubricating  oil  to  the  railroad  companies,  who  pay  them  a 
great  deal  more  for  it  than  it  is  worth  in  the  market.  Do  you  know  anything  on 
that  subject  ?— A.  No ;  I  do  not ;  I  have  no  information  on  that  subject  further 
than  1  have  related. 

WAGES  PAID  IN  THE  PRODUCTION  OP  CRUDE  OIL. 

Q.  How  do  wages  in  the  oil  business  com|)are  with  wages  in  other  industries? — 
A.  What  branch  of  the  oil  business ;  the  drilling  ? 

Q.  Yes ;  the  drilling.— A.  I  think  the  wages  for  drilling  have  been  fairly  kept 
up.  An  expert  driller  commands  from  ^  to  $5  a  day  for  his  services  in  our  fiel^ 
Tne  tool  dressers  get  about  $3  to  |3.60  a  day ;  I  believe  that  is  about  the  range  in 
our  country. 

Q.  How  about  the  pumpers? — A.  That  of  course  depends  upon  the  amount 
and  the  number  of  wells  they  have  to  care  for.  Their  wages  run  from  $fO  to  $70 
a  month  in  our  field.  Rig  builders,  i.  e.,  the  people  who  put  up  the  derricks,  are 
gettiuff  fairly  good  prices.  The  contractors,  the  men  wno  do  the  drilling  and 
furnish  the  machinery,  are  getting  from  60  to  80  cents  a  foot  for  drilling. 

Q.  The  Standard  has  very  little  to  do  with  fixing  the  wages  in  the  fi^ds? — A. 
Yes ;  so  far  as  the  drillers  are  concerned,  except  when  they  may  be  interested  in 
drilling  wells,  as  they  sometimes  are.  I  know  of  one  piece  they  bought  which 
only  had  one  well  on  it  at  the  time.  Now  I  think  they  have  20  on  that  prox>ertv. 
Of  course  they  were  interested  in  the  drilling  of  those  wells,  which  is  usually 
done  by  contract. 

Q.  Is  there  any  form  of  organization  among  the  worMngmen  in  the  oil  fields 
in  your  country?— A.  Not  that  I  know  of. 

HOW  OIL  LAND  IS  HELD. 

Q.  (By  Mr.  Farquhar,)  Is  it  generallv  the  custom  to  lease  oil  lands  or  purchase 
them  outright? — A.  The  custom  with  whom? 

(j.  With  the  operators  who  sink  wells?— A.  In  a  gre&t  many  instances  they 
lease  on  a  royalty  interest  to  the  lessee,  but  they  frequently  buy.  If  they  can 
make  a  satisfactory  price  they  will  buy  the  fee  and  the  royalty  interest  as  well. 

J.  The  rule  is  to  lease,  is  it  not  ? — ^A.  Yes ;  generally. 
.  (By  Mr.  Phillips.)  Do  they  pay  the  rental  until  such  a  time  as  they  care  to 
I  upon  the  lands? — A.  Yes;  if  it  is  producing,  they  buy  the  right  to  continue 
operating  and  are  at  the  entire  expense  of  producing  the  oil  and  pay  a  ro3ralty  of 
one-eighth;  one-eighth  is  the  custom  all  through  that  country.  > 

Q.  (By  Mr.  Farquhar.)  What  is  the  usual  time  of  oil  leases?— A.  From  10 
days  up  to  20  years. 

(^.  Twenty  years? — A.  Most  of  them,  or  as  long  as  oil  is  found  in  paying  quan- 
tities. 

(J.  (By  Mr.  Phillips.)  Do  you  mean  by  10  days  simply  the  time  to  begin  oper- 
ations?— ^A.  Yes;  that  is  it. 

Q.  Then  the  lease  holds  as  long  as  oil  or  gas  is  produced  in  paying  quantities  ? — 
A.  Yes. 

Q.  Have  you  anything  to  state  yourself  that  we  have  omitted  that  will  be  of 
benefit  to  the  commission  ? — A.  No ;  I  do  not  think  of  anything. 

HOST  BUSINESS  MEN  FOLLOW  LIKE  CUSTOMS. 

Q.  {By  Mr.  Ratchford.)  Do  you  know  of  any  business  method  practiced  by 
any  of  tnese  refining  companies  that  would  not  be  practiced  by  others  if  they  had 
the  same  power? — ^A.  I  have  given  that  subject  a  great  deal  of  careful  considera- 
tion, and  I  have  never  discovered  it  yet. 


Q.  You  have  never  discovered  any  ? — A.  No. 


^  Is  it  your  opinion  that  these  rival  companies,  battling  against  each  other, 
use  every  means  at  their  command  to  gain  control  of  the  markets? — ^A.  I  think 
that  is  the  rule ;  yes. 


I  See  Mr.  Moxmett,  p.  311;  Mr.  Archbold,  pp.  638, 640. 
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Q.  What  effect  has  this  in  the  end  on  the  consumer?— A.  It  affects  different 
localities  differently,  I  believe.  When  ^on  get  far  away  from  the  oil  centers,  and 
give  one  or  two  concerns  the  opportunity  to  increase  the  price,  it  is  my  experi- 
ence that  they  are  going  to  do  it,  and  do  it  right  straight  through. 

AFFIDAVIT. 

State  op  Ohio,  County  of  Washington  : 

1  swear  or  affirm  that  the  statements  made  by  me  of  my  own  knowledge  in  the 
foregoing  report  of  my  testimony  before  the  Industrial  Commission  are  true,  and 
that  all  other  statements  I  believe  to  be  true. 

Theo.  F.  Davis. 

Sworn  and  subscribed  before  me  this  18th  day  of  September,  1899. 

[SEAL.]  HENRT  G.  BOHL, 

Notary  Public  in  and  for  Washington  County,  Ohio, 


Washington,  D.  C,  June  9, 1899, 

TBSTIMOVT  OF  KS.  THBODOBE  B.  WESTGATE. 

Refiner  of  oil. 

The  commission  met  at  10.50  a.  m.,  Vice-Chairman  Phillips  presiding.  At 
12.20  p.  m.  Mr.  Theodore  B.  Westgate,  oil  refiner,  of  Titusville,  Fa.,  appeared  and 
testified. 

Q.  (ByMr.  Jenks.)  Will  you  g^ve  us  your  full  name  and  address?— A.  Theo- 
dore B.  Westgate,  Titusville,  Pa. 

j.  You  are  a  refiner  of  oil? — ^A.  I  am. 

j.  How  long  have  you  been  engaged  in  the  business?— A.  About  13  years. 
].  Are  you  also  interested  in  the  production  of  crude  oil? — ^A.  To  a  small 
extent. 
Q.  In  what  way?— A.  I  am  producing  a  little. 

Q.  As  an  independent  producer?— A.  Yes.  It  is  so  little,  however,  that  it  is 
hardly  worth  mentioning. 


Q.  Do  you  have  your  own  refinery  at  Titusville?— A.  Yes. 


Are  you  associated  with  any  of  the  independent  producing  companies? — A. 
Yes;  lam. 

independent  oil  companies— effect  on  prices. 

O.  What  ones?— A.  The  Producers  and  Refiners'  Oil  Company,  Limited,  of 
which  I  am  one  of  the  managers.  That  is  a  transportation  company.  I  am  also 
a  director  in  the  Pure  Oil  Company,  which  is  a  marketing  company. 

Q.  We  have  had  some  testimony  here  before  with  reference  to  the  Pure  Oil 
Company  and  its  competition  with  the  Standard  Oil  Company  in  New  York  City, 
Philadelphia,  and  perhaps  other  places.  Can  you  give  us  any  information  with 
reference  to  the  effect  on  prices  or  the  competition  of  the  Pure  Oil  Company? — ^A. 
Upon  our  opening  up  an  agency  in  New  York  City  the  prices  immediately  dropped. 
We  did  not  drop  them,  but  the  Standard  Oil  people  did,  and  without  any  corre- 
sponding decline  in  crude  oil.  I  can  not  tell  you  the  exact  figures,  for  I  have  not 
mv  papers  here.  1  can  give  it  to  you  later,  if  you  wish.  There  was  quite  a 
material  drop.  [Supplied  August  19,  1899.  '*0n  March  20,  1896,  the  day  the 
Pure  Oil  Company  commenced  selling  Water  White  oil  in  New  York  City,  our 

grice  and  the  Standard's  was  9^  cents.    On  March  26  the  price  was  cut  by  the 
tandard  to  8  cents.    This  price  was  gradually  dropped,  until  on  April  4  it  was 
7i  and  7  cents."] » 

Q.  ( By  Mr.  Phillips.  )  So  much  so  as  to  take  away  the  profit? — A.  Yes;  entirely. 

Oil  was  sold  at  a  loss  by  the  Pure  Oil  Company  in  New  York  City. 

Q.  Do  they  still  continue  to  sell  at  a  loss? — ^A.  Yes;  it  is  still  sold  at  a  loss  there. 

Q.  (By  Mr.  Jenks.  )  Do  you  rec^l  any  other  places  beside  New  York  City  where 

the  Pure  Oil  Company  went  in  as  a  competitor  and  followed  prices  down  until  it 

was  selling  at  a  loss? — A.  Philadelphia,  Pa. 

^  Compare  Mr.  Lee,  p.  265;  also  Mr.  Archbold,  p.  628. 
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DIFFERENT  GRADES  OF  OIL  MANUFACTURED. 

Q.  Will  yon  tell  ns  regarding  the  different  qualities  of  oil  that  yon  refine  and 
the  difference  in  prices  of  those  vanons  qualities? — ^A.  Taking  the  prices  to-day 
as  a  basis? 

Q.  Yes.— A.  Do  you  wish  me  to  state  the  qualities — ^that  is,  the  brands — as  I  put 
them  out? 

Q.  Yes;  if  you  will. — A.  My  highest  grade  of  oil  now  is  Sunlight,  double 
refined.  Ihat  is  worth  at  the  refinery  to-day,  in  bulk,4i  cents  per  gallon.  My 
next  lower  grade  is  Headlight  oil,  which  is  one-fourth  of  a  cent  less  per  gallon. 
These  grades  of  oil  are  water- white  oil.  My  next  grade  of  oil  is  Diamond  Safety, 
which  is  one-fourth  of  a  cent  per  gallon  less  than  the  last  grade.  My  next  grade 
is  Silver  Star,  which  is  not  water  white  but  prime  white.  The  first  three  named 
are  water  white,  150  fire  test;  the  Silver  Star  is  prime  white,  150  fire  test.  I  make 
120  water- white  oil,  which  is  worth  4  cents  a  gallon.  Elxport  oil  to-day  is  worth 
3.90  at  the  refinerv. 

Q.  Are  these  all  the  different  grades  you  make?— A.  Yes. 

Q.  And  there  is  a  difference  in  price  between  them? — A.  Yes. 

METHOD  OF  BRANDING. 

Q.  In  branding  these  oils  do  you  vary  the  brands  at  all  to  suit  the  whims  of 
the  individual  customer  when  the  oils  are  of  the  same  srade?— A.  Yes;  I  do;  but 
I  do  not  sell  my  Sunlight,  double  refined — my  high-graae  oil— under  the  brand  of 
Diamond  Safety;  neither  do  I  sell  my  Diamond  Safety  oil  under  the  brand  of 
Sunlight.  A  customer  in  northern  New  York  may  want  his  special  brand  put  on 
my  Sunlight,  double-refined  oil,  and  may  call  it  Arc  Parlor  or  Silver  Star. 
Another  man  in  Massachusetts  may  call  it  Starlight.  There  are  80  or  40  different 
brands  that  can  be  placed  upon  the  same  grade  of  oil  with  all  due  credit  and  due 
justice  to  the  refiner  as  well  as  to  the  purcnaser  and  consumer. 

Q.  In  that  way  you  vary  the  brand  to  suit  the  widi  of  your  individual  customer, 
although  you  do  not  put  a  brand  that  would  imply  a  high-grade  oil  upon  what  is 
really  a  low  grade?— A.  No;  I  bill  it  out  under  the  name  of  Sunlight.  I  do  not 
take  the  brand  on  the  barrel.    It  goes  in  my  invoice  as  Sunlight,  double  refined. 

Q.  But  you  let  him  sell  it  under  whatever  name  he  chooses? — A.  Under  what- 
ever he  chooses;  under  the  name  of  the  Standard  Oil,  if  he  chooses.  I  have  no 
names  used  by  the  Standard.    In  northern  New  York  my  Sunlight,  double  refined, 

Sut  in  yellow  barrels  and  branded,  American  Oil  Worla,  Limited,  Sunlight, 
ouble  refined,  150  water- white  oil,  was  giving  such  entire  satisfaction  that  tney 
immediately  began  to  copy  the  brand. 

Q.  You  say  "they?"— A.  I  mean  the  Standard  Oil  Company.  They  put  their 
name  on  the  outside  of  the  circle.  I  do  not  think  I  lost  any  customers  by  that. 
It  only  went  to  show  that  I  was  giving  a  high  grade  of  goods;  and  anjrthing  that 
is  worth  imitating  is  certainly  a  good  article;  it  was  not  injurious  to  me.* 

Q.  (By  Mr.  Phillips.)  Was  their  quality  as  good  as  your  own  that  was  upon 
the  market?— A.  That  I  do  not  know.  I  received  empty  barrels  of  theirs  from 
Potsdam  which  my  customers  had  picked  up,  and  which  went  to  prove  what  my 
salesmen  had  testified  to  and  written  me. 

METHODS  OF  STANDARt)  OIL  COMPANY  IN  MEETINO  CJOMPETITION. 

Q.  Can  you  five  us  any  further  information  with  reference  to  the  methods  of 
competing  employed  by  the  Standard  Oil  Company  which  you  may  liave  gathered 
in  your  business? — A.  Sometimes  the  competition  is  very  agreeable  and  runs  along 
smoothly,  and  then  all  of  a  sudden  there  will  be  an  outbreak,  not  in  all  localities, 
but  in  some  particular  locality.  Whether  that  is  occasioned  by  my  refinery  put- 
ting in  too  large  a  per  cent  of  refined  oil,  I  do  not  know.  I  wish  you  woula  bear 
in  mind  that  I  have  no  understanding  with  the  Standard  Oil  Company  as  to  how 
much  oil  I  shall  put  in  any  district.  They,  however,  keep  a  very  accurate  record 
of  every  barrel  tnat  the  independent  refiners  put  into  each  city,  town,  and  hamlet. 
Their  traveling  men  have  to  report  each  night  concerning  the  customers  in  every 
town,  whether  or  not  they  are  their  customers,  whether  they  buy  oil,  and  if  not, 
why  not,  and  whether  or  not  there  is  any  independent  oil  there.  They  keep 
closely  in  touch  with  the  business.  That  is  one  reason  why  they  are  such  a  suc- 
cess, because  they  know  what  we  are  doing.  I  have  found  severe  competition 
at  times,  so  severe,  indeed,  that  I  have  been  obliged  to  sell  oil  under  cost  to  certidn 
customers.  That  is,  after  a  customer  has  proved  to  me  that  he  is  an  established 
customer,  it  is  certainly  to  my  advantage  to  endeavor  to  protect  him  just  as  long 

» Comi>are  Mr.  Archbold,  p.  649. 
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as  I  can.  We  are  very  cantions,  however,  about  that,  because  we  have  so  many 
times  finally  lost  customers  whom  we  have  protected  for  6  months  or  a  year. 
Thev  tui*n  us  down,  and  the  Standard  makes  some  arrangement  for  the  handling 
of  their  oil.  I  have  in  mind  such  a  case  at  Peekskill,  N.  Y.,  which  took  place 
-within  the  last  year.  We  had  such  a  case  as  that  at  Albany  some  8  years  ago.  I 
am  thankful  to  say  those  cases  are  not  in  the  majoritv,  because  we  endeavor  to 
ttse  our  customers  so  that  at  times  of  pressure  they  will  stand  part  of  the  loss  and 
we  stand  part;  We  can  hold,  perhaps,  a  majority  of  the  trade.  I  have  letters 
here  which  I  could  read  you  regarding  the  severe  competition  that  exists  and  that 
has  existed  in  different  parts  of  the  State  of  New  Yort  and  the  West. 

I  would  further  state  that  my  comx)any  has  two  ajgencies,  one  in  Auburn, 
N.  Y.,  and  one  in  Syracuse,  N.  Y.  The  prevailing  price  for  150  water-white  oil 
in  Syracuse  during  the  past  winter  and  early  fall  was  7i  cents  per  gallon.  The 
prevailing  price  for  the  same  grade  of  oil  in  Auburn,  25  miles  south,  was  about 
2  cents  less  -per  gallon.  If  you  would  ask  me  the  reason,  of  course  I  could  not 
tell  you.  It  is  simply  theoretical.  I  have  demonstrated  this,  however,  to  my 
satisfaction,  if  not  to  yours,  that  if  I  sell  a  limited  amount  of  oil,  very  limited, 
say  a  tenth  of  the  consumption  in  Syracuse,  there  are  nine  chances  in  ten  that 
the  prices  will  not  be  cut.  But  it  is  different  if  I  attempt  to  get  one-third  or  one- 
hali  of  the  trade,  as  I  did  have  in  Auburn.  I  wish  to  state,  however,  that  the 
people  who  owned  the  distributing  concern  in  Auburn  had  received  this  cue  before 
I  took  hold  of  the  business.  It  is  not  my  policy  to  go  in  and  ^et  too  much  trade 
in  any  one  locality.  It  is  to  my  interest  to  distribute  my  busmess,  and  I  find  it 
better  not  to  attempt  to  compete  in  that  way.  With  some  customers,  where  I 
am  not  marketing  by  the  tank-wagon  system,  as  I  do  in  country  towns  and  other 
places,  I  have  a  very  heavy  competition  at  times,  what  might  be  called  an  unjust, 
illegal  competition. 

Q.  Is  it  your  general  policy  not  to  attempt  to  drive  the  Standard  out  of  any  of 
its  markets,  but  rather  to  get  into  some  markets  and  secure  only  a  small  i>er  cent 
of  the  trade,  but  not  enough  so  that  they  will  think  it  worth  while  to  cut  prices 
against  you,  and  in  that  way  to  make  your  profits? — ^A.  That  has  been  my  method 
during  the  last  5  or  10  years. 

Q.  (By  Senator  Mallory.)  What  were  you  going  to  say  was  the  reason  for 
the  difference  in  price  between  Syracuse  and  Auburn? — ^A.  The  reason,  which, 
perhaps,  I  did  not  make  plain,  was  that  I  was  selling  a  larger  percentage  of  the 
consumption  of  oil  in  Auburn  than  I  was  in  Syracuse. 

Q.  If  you  pass  a  certain  limit  then  they  cut? — ^A.  What  that  limit  is  I  do  not 
know.  I  have  established  it  in  mv  own  mind.  Were  I  to  go  into  Albany  to-day  and 
establish  a  tank-wagon  system,  there  is  no  doubt  that  for  the  first  few  weeks  there 
would  be  a  cut  in  prices;  but  if  with  the  first  advance  of  the  market  I  main- 
tained a  sort  of  half -normal  condition  and  desired  simply  to  put  out  enough  oil  to 
pay  running  expenses  and  make  a  small  profit,  the  probabilities  are  that  prices 
would  be  maintained  at  an  advance  in  time. 

A  CUT  IN  PRICE  EASILY  PRECIPITATED. 

Q.  Has  that  been  your  experience  to  such  an  extent  that  you  can  put  it  down 
as  a  rule  to  be  governed  by  in  your  business? — A.  No;  there  are  no  rules  in  the  oil 
business.  I  wish  to  state,  however,  that  sometimes  even  1  barrel  of  oil  will 
precipitate  a  cut  by  the  Standard  Oil  Company.  A  friend  of  mine  shipped  sim- 
ply 1  barrel  of  independent  oil  with  an  independent  brand  on  it  to  Salisbury, 
Md.,  (I  believe  it  was  Salisbury).  He  sent  it  there  as  a  present.  A  friend 
had  told  him  that  they  were  getting  very  poor  oil  there.  The  oil  arrived,  and  the 
party  to  whom  it  was  shipped,  being  a  consumer  and  not  a  retailer,  and  having 
just  bought  a  barrel  of  oil  and  put  it  on  tap,  in  order  to  get  rid  of  the  barrel  of  ou 
presented  him  sold  it  to  a  darky,  who  put  it  on  his  wagon. 

Q.  (By  Mr.  Jenks.)  You  mean  the  oil  of  good  quality? — A.  Yes;  the  good 
quality;  the  independent  oil.  The  darky  put  it  on  his  wagon  and  went  to  ped- 
dling It  through  the  town  with  the  brand  on  the  barrel.  The  Standard  Oil 
Company  at  once  began  to  investigate.  Then  they  shipped  in  a  carload  of  the 
best  oil,  the  citizens  said,  that  ever  arrived  in  Salisbury,  and  made  a  heavy  cut  on 
the  price  of  the  oil;  but,  of  course,  there  was  no  fight.  The  oil  was  not  sent  there 
to  compete  with  the  Standard  Oil  Company,  but  they  are  very  alert;  they  will 
know  unquestionably  to-morrow  morning  what  all  my  shipments  were  to-day. 
They  know  in  New  York  City  where  that  oil  is  billed  to.  They  may  not  get  it  at 
the  Titusville  freight  office,  but  if  not  there,  they  get  it  at  the  junction  points, 
either  Buffalo  or  one  of  the  others.^  We  know  that  because  our  customers  have 
been  apprised  of  the  fact  by  some  Standard  traveling  agent  who  has  approached 

>  See  Mr.  Monnett,  p.  816;  Mr.  Davis,  p.  356;  Mr.  Archbold,  pp.  573, 574;  Mr.  Emery,  p.  616;  Mr. 
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them  and  said,  "■  We  understand  there  is  a  car  of  oU  on  the  way  for  yon  from 
Titnsville/'  The  customer  does  not  know  it  is  on  the  way.  He  knows  he  has 
ordered  it,  but  he  has  not  yet  received  the  invoice.  So  you  see  our  business  is 
entirely  given  away  by  some  one.  I  can  not  say  positively  it  is  the  railroad  com- 
panies. It  is  not  the  men  in  my  office,  because  all  the  men  in  my  own  of&ce  are 
members  of  the  firm.* 

EXAMPLES  OF  COMPETITION. 

Q.  Can  you  give  one  or  two  specimen  cases  of  the  competition  that  you  have 
in  mind? — A.  You  understand,  now,  that  this  is  simply  my  side,  or  rather  my  cus- 
tomers' side  of  this  business.  I  have  not  evidence  here,  nor  in  mv  possession,  that 
the  Standard  Oil  Company,  or  their  agent,  said  this.  I  believe,  however,  that  he 
did  say  it.  This  letter  is  from  Shortsville,  N.  Y.;  it  is  from  one  of  my  customers, 
Thomas  &  Harrington  [reading] : 

[Office  of  Thomas  &  Harrington,  dealers  in  fine  groceries,  dry  goods,  boots,  and  shoes.    20899.] 

Shortsville,  N.  Y.,  March  S3,  1899, 
T.  B.  Westoate,  Esq. 

Dear  Sir:  We  take  this  opportunity  of  writing  you  to  ex]^lain  the  situation  in 
the  oil  business.  Mr.  Cady  is  here,  and  we  have  told  him  just  how  things  are. 
One  of  the  merchants  here  wrote  a  letter  to  Buffalo  in  answer  to  an  inquiry  from 
the  Standard  people  asking  why  there  was  not  more  Standard  oil  sold  nere.  His 
letter  was  sent  to  New  York,  and  they  telegraphed  to  Buffalo  to  send  a  man  to 
Shortsville  at  once.  Their  agent  came  and  went  to  Mr.  HsJl,  whom  we  supply 
with  oil,  and  tried  to  get  him  to  take  some  in  the  carload,  but  he  refused,  saying 
he  coul4  buy  of  us,  and  the  agent  made  the  following  reply:  **  We  have  tried  to 
treat  Thomas  &  Harrington  right,  and  have  offered  them  oil  less  than  they  can  buy 
elsewhere,  but  they  still  refuse;  now  we  are  going  to  force  them  to  buy  of  us.*' 
The  next  day  they  cut  the  oil  to  7  cents.  We  have  held  the  price  up  to  10  cents, 
but  our  trade  is  leaving  us  and  we  must  meet  them.  Now,  under  the  circum- 
stances, what  is  the  very  lowest  price  you  can  put  in  a  carlG«ul  of  diamond  oil  for? 
Answer  at  once. 

Yours,  respectfully, 

Thomas  &  Harrington. 

The  oil  supplied  to  Mr.  Hall  was  American  Refinery  oil— my  oil. 

Q.  (By  Mr.  Farquhar.)  Did  you  furnish  them  the  oil  at  a  rate  so  that  they 
could  compete  with  the  Standard  Oil  Company?— A.  Yes;  I  furnished  them  ou 
so  they  would  not  lose  money,  but  there  was  no  profit  in  it. 

Q.  (By  Mr.  Kennedy.)  No  profit  for  you?— A.  I  can  not  tell  you  what  price  I 
got  for  it.  I  think  it  was  one-f om*th.  We  figured  that  we  could  g^ve  him  from  one- 
fourth  to  three-eighths  of  a  cent  per  gallon  on  our  oil.  We  are  doing  a  fair  busi- 
ness there — ^all  that  the  Standard  Oil  Company  will  let  us  do— and  customers 
find  that  we  can  not  cut  prices  from  half  a  cent  to  a  cent  a  gallon  and  be  able  to 
stand  it  without  a  loss.  The  fact  that  we  can  run  on  such  small  margins  is  due 
to  the  magnitude — the  great  volume — of  the  business. 

Q.  (By  Mr.  Jenks.)  &,  under  the  pressure  of  competition,  you  make  a  cut  of 
three-eights  of  a  cent  a  gallon,  are  you  taking  all  your  profit  away?— A.  Yes. 

Q.  And  your  ordinary  margin?— A.  I  wish  you  to  understand  this,  however. 
We  will  say  that  the  price  of  crude  oil  is  8  cents  per  gallon,  and  refining  is  one- 
half  a  cent  per  gallon.  You  would  say,  then,  not  being  acquainted  with  the  busi- 
ness, that  if  I  sold  water- white  oil  at  4  cents  per  gallon  I  would  be  making  one- 
half  a  cent  per  gallon  profit.  You  must  take  into  consideration  that  there  is  a 
waste  of  from  5  to  7  per  cent  in  refining;  there  are  products,  such  as  tar,  that 
to-day  is  worth  about  2f  cents  per  gallon.  Tar  has  been  as  low  as  three-fourths 
of  a  cent  per  gallon.  In  figuring  the  prices  of  the  high-grade  goods,  therefore,  we 
must  not  forget  that  there  are  low-grade  ^oods  of  very  inferior  vjJiue,  selling  at 
even  less  than  the  price  of  crude  oil.  Benzine  a  year  ago  was  less  than  crude  oil; 
to-day  it  is  worth  more  than  water- white  oil,  being  the  most  valuable  product  we 
have;  that  is,  in  the  illuminating  oil  business — ^not  in  the  lubricating  oil  business. 
You  see,  then,  that  we  have  to  take  all  of  these  things  into  account.  In  Fulton, 
N.  Y. ,  we  have  a  customer  by  the  name  of  W.  S.  Crandall.  He  is  simply  a  retail 
peddler  of  oil,  perhaps  worth  a  few  hundred  dollars.  He  has  been  my  customer 
for  5  years.  He  wrote  me  on  April  7  the  following:  "  The  Standard  Oil  Com- 
pany has  put  another  retail  peddler  on  the  road.  There  was  akeady  1  here,  and 
this  makes  2  retail  peddlers  they  have  here  now  drumming  the  trade.  They  have 
had  1  here  for  a  year.    He  came  April  1, 1898;  about  3  weeks  ago  he  approached 
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my  man  and  wanted  to  hire  him,  and  offered  him  considerable  more  than  I  would 
X>ay  him  and  a  bonus  of  $100  if  he  would  go  to  work  for  him.  He  would  g^ve  him 
a  bond,  with  a  contract  to  keep  him  employed  for  10  years;  but  he  could  make  no 
impression  on  him ,  for  he  would  not  leave  me.  Now  they  have  hired  another  man , 
ana  both  the  retailers  and  the  man  that  wholesales  are  telling  the  people  that  they 
have  a  car  of  American  oil  on  the  road  that  will  sooq  arrive,  and  that  they  will 
be  prepared  to  furnish  the  same  oil  at  less  than  we  are  selling  it."  I  should  have 
said,  previously  to  this,  that  the  Standard  has  repeatedly  tried  hard  to  get  this 
man  away  from  me.  Of  course  that  is  all  right;  there  is  no  harm  in  that.  If 
they  can  give  him  good  goods  in  a  general  wav  on  a  margin  of  profit,  that  is 
straight  business.  Ten  days  after  receiving  this  letter,  May  26, 1  received  another 
letter  from  Mr.  Orandall,  which  I  do  not  need  to  read,  but  he  stated  in  that  that 
a  carload  of  oil — our  oil— had  been  received  bv  the  Standard  agents  in  Fulton 
and  wanted  to  know  if  we  had  shipped  it  to  tnem,  and  told  me  about  what  the 
qualities  of  the  2  ^ades  of  oil  were.  I  immediately  reported  that  we  had  not 
snipped  a  car  of  ou  to  Fulton  to  the  Standard  Oil  Companv  or  anyone  else  but 
himself.  I  asked  him  to  get  the  date  of  the  inspection  on  the  gallon  end  of  the 
barrel,  and  that  would  eive  me  a  way  of  finding  out  to  whom  I  shipped  that 
identical  car  of  oil.  He  did  that  on  May  26,  and  wrote  me  that  he  looked  at  the 
barrels  and  found  that  the^  were  inspected  by  my  inspector  on  April  2.  The 
onlv  carload  of  oil  that  I  shipped  out  on  April  2  in  barrels  was  to  the  Merchants' 
Refining  Companv  in  Buffalo.  I  shipped  it  in  a  Western  New  York  and  Pennsyl- 
Tania  box  car.  This  oil  arrived  in  Fulton  in  a  New  York  Central  car,  so  that  it  was 
transferred  in  Buffalo.  Now,  I  am  not  prepared  to  say,  gentlemen,  that  that 
identical  oil  in  those  barrels  was  my  oil.  They  might  have  taken  my  oil  out  and 
put  their  own  in  at  Buffalo,  but  in  all  probability  thev  would  not  do  that,  because 
it  is  expensive  business.  It  probably  was  my  oil.  I  know  very  little  of  the  Mer- 
chants' Refining  Company.  They  are  a  small  company,  and  1  understand  that 
they  buy  Stan&rd  Oil  goods.  I  did  not  know  that  at  the  time  I  sold  this  carload 
of  oil  to  them;  but  that  is  the  method  they  adopted  to  get  the  American  Oil 
Works  oil  in  there  to  comx)ete  with  my  man.  They  could  not  do  it  with  their  ovni 
goods.  We  certainly  had  one  man  in  Fulton,  N.  Y.,  who  had  the  spirit  of  our 
forefathers. 

Q.  What  has  been  the  effect  ? — A.  He  says  in  another  letter  that  the  other  man 
now  follows  his  man  around  and  endeavors  to  get  the  trade  either  by  fair  means 
or  otherwise.  They  offer  to  cut  the  price  from  1  cent  to  4  cents  a  gallon,  and  to 
g^ve  them  what  they  claim  is  the  same  oil  my  customer  is  deeding  out  to  the 
people  of  Fulton.  ' 

Q.  Do  you  think  their  intention  is  to  drive  your  man  out,  if  possible,  by  selling 
your  oil  cheax)er  than  he  can  sell  it,  and  then  afterwards  put  in  their  own? — ^A. 
And  drive  him  out  of  the  business  ? 

Q.  Yes. — A.  In  this  {larticular  case  his  consumption  is  so  small  that  it  is  not 
myself  that  I  care  so  much  about  as  I  do  about  him.  Besides,  it  would  establish 
a  precedent  which  would  keep  him  or  other  men  from  undertaking  the  same  line 
Of  business  in  other  places.  The  canceling  of  6  or  8  cars  a  year  that  this  man 
might  handle  would  have  very  little  effect  on  my  business,  it  simply  affects  him. 

COMPETITION  ON  THE  PACIFIC  COAST. 

Now,  these  letters  that  I  have  read  and  this  evidence  I  have  given  is  hearsay, 
and  in  a  court  of  justice  mi^ht  not  be  admissible.  I  have,  however,  a  letter  from 
Portland,  Oreg.,  which  I  will  give  in  evidence,  which  is  to  my  mind  evidence  of 
the  most  flagrant  violation  of  honest  competition  that  I  have  met  with.  That  is 
on  paper.  They  are  very  cautious  usually  about  what  they  do  in  the  way  of  mak- 
ing threats.  This  letter  is,  as  you  see,  from  the  Standard  Oil  Company,  Port- 
land agency,  George  C.  Flanders,  special  agent,  Portland,  Oreg.  This  letter  is 
written  to  a  firm  in  South  Bend,  Wash.  I  perhaps  had  better  state  now 
that  I  have  been  shipping  oil  in  barrels  from  Titusviue  to  a  Mr.  Copenspire,  in 
South  Bend,  and  that  he  had  been  selling  a  few  carloads  of  oil  in  South  Bend.  It 
seems  that  the  Eichnor  Brothers,  of  South  Bend,  had  written  a  letter  to  the 
Standard  Oil  Company  at  Portland,  Oreg.,  describing  the  condition  of  the  oil 
business  there,  in  reply  to  which  the  Standard  Oil  Company,  over  the  signature 
of  Mr.  G^rg^  C.  Flanders,  special  agent,  wrote  as  follows  (reading) : 

PoRTi^ND,  Oreg.,  March  S8, 1894, 
Eichnor  Bno&,f  South  Bend,  Wash. 

Qentlexbn  :  Your  favor  of  the  24th  instant,  giving  us  information  regarding 
Sun  Light  oil  dul^  received  and  contents  carefully  noted.  It  seems  that  the  con- 
sumers of  coal  oil  in  South  Bend  have  a  curious  idea  as  to  what  kind  of  an  oil 
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constitutes  a  i&rst-class  bnming  oil.    We  will  state  for  your  information  that 


carload  of  "Sun  Light "  oil  arrives  at  your  place  it  will  be  sold  very  cheap.  We 
do  not  propose  to  allow  another  carload  to  come  into  that  territory,  unless  it 
comes  and  is  put  on  the  market  at  one-half  its  actual  cost.  You  can  convey  this 
idea  to  the  young  man  who  imported  the  carload  of  **  Sun  Light "  oil.  TnanMng 
you  kindly  for  this  information,  as  well  as  past  favors,  we  remain. 
Yours,  truly, 

Standard  Oil  Companty. 
By  Geo.  C.  Flanders.  ^ 

Q.  (By  Mr.  Jenks.)  Have  you  any  other  information  to  give  with  reference  to 
their  methods  of  competing? — A.  I  think  of  one  method  of  meeting  this  which 
one  of  my  customers  in  the  East  tried  some  7  or  8  years  ago.  He  was  a  German. 
He  had  good  Bismarck  blood  in  him,  I  jjudge,  from  what  I  will  recite  to  you.  I 
had  sold  him  a  number  of  carloads  of  oil,  and  the  Standard  agent  of  Jersey  City 
came  to  him  and  said,  "We  must  sell  you  the  oil  that  you  are  jobbing  here  in 
Hoboken."  He  said,  "No;  I  prefer  to  buy  independent  oil. '  The  agent  said, 
"We  will  name  you  a  low  price,  and  we  will  fix  a  marketing  price  so  that  you 
will  make  a  good  thing  out  of  it."  He  said,  "  No;  I  prefer  to  run  as  I  am  run- 
ning." The  Standard  agent  then  said,  "  If  vou  continue  in  this,  we  will  so  cut 
the  price  here  that  we  will  drive  you  out  of  business."  He  said,  "  You  mean  to 
make  me  lose  all  the  money  that  I  have  made?"  The  agent  replied, "  Yes."  He 
said,  "If  you  will  do  that,  do  you  know  what  I  would  do  to  you?"  And  con- 
tinued, "  I  would  go  over  to  your  warehouses  and  I  would  blow  them  up  with 
dynamite;  that  is  what  I  would  do."  He  told  me  that  in  less  than  3  days  the 
Standard  Oil  agent  was  over  to  see  him  and  a  price  was  fixed;  but  he  still  con- 
tinued to  handle  oil  from  my  refinery.* 

Q.  That  is,  by  an  agreement  between  the  Standard  Oil  Company's  agent  and 
himself? — A.  Yes. 

Is  your  source  of  information  the  man  himself? — A.  Yes;  his  own  mouth. 
Have  you  finished  with  this  special  point? — ^A.  Yes. 

^  (By  Mr.  Farquhar.  )  I  would  suggest  that  the  name  of  this  man  be  given.— 
A.  Charles  Frey. 

Q.  (Bv  Mr.  Jenks.)  Was  it  at  Hoboken  or  Jersey  City?— A.  He  was  at  Hobo- 
ken, and  the  Standard  Oil  agent  was  from  Jersey  City. 

Q.  Does  this  cover  substantially  what  you  have  to  say  with  reference  to  methods 
of  competition,  aside  from  the  question  of  freight  rates,  that  might  come  up? — A. 
I  think  what  I  have  stated  is  sufficient. 

Q.  (By  Mr.  Jbnes.)  You  have  had  other  experiences  of  somewhat  similar 
nature,  I  suppose,  but  these  are  typical  ones? — ^A.  Yes. 

PURCHASING  AND  DISMANTLING  INDEPENDENT  REFINERIES. 

Q.  Do  you  know  whether  the  Standard  Oil  Company,  for  the  purpose  of  getting 
control  of  prices  in  certain  sections  of  the  country,  has  bought  up  competing 
oil  refineries  and  then  dismantled  them? — A.  Yes;  it  has. 

Q.  What  special  instance  have  you  in  mind?— A.  Two  large  refineries  in  Titus- 
ville  were  bought  up  in  the  year  1895  by  the  Standard  Oil  Company,  not  simply 
to  get  the  refineries,  but  to  get  the  stock  which  they  held  in  tne  united  States 
Pipe  Line  and  the  Producers  and  Refiners'  Oil  Company,  Limited.  They  wished 
to  assume  or  get  control  of  these  pipe  lines;  they  did  not  care  a  snap  for  the  refin- 
eries. They  made  that  statement.  They  made  a  proi)osition  to  all  of  us  to  buy  out 
all  of  the  refineries  if  we  would  put  our  pipe-line  stock  in;  and  3  of  the  largest 
refineries  sold,  2  in  Titusville,  the  Union  Renning  Company  and  the  International 
Oil  Company,  Limited,  and  S.  Y.  Ramage,  of  Reno.^  You  may  ask,  perhaps,  if 
that  did  not  lessen  our  own  independent  competition,  those  being  drawn  off  and 
the  refineries  dismantled.  The  Standard  dismantled  them,  and  the  iron  was  mostly 
sold  for  junk.  It  did,  certainly,  give  us  that  much  more  field— that  which  these 
special  independents  had  been  working  in;  but  it  did  not  give  their  patronage  to 
the  United  States  Pi^e  Line  and  the  Producers  and  Refiners'  Oil  Company,  Lim- 
ited, who  needed  it;  it  took  it  away.  At  that  time  we  were  having  a  very  crucial 
test  in  the  refining  business  and  pipe-lining.  It  did  not  give  us  the  patronage 
which  we,  as  pipe-line  men,  desirea  and  needed.  It  costs  comparatively  little 
more  to  run  100,000  barrels  of  oil  a  month  through  a  crude  pipe  line  than  it  does 
75,000  or  60,000.  It  is  always  best  to  run  full  volume,  and  it  took  away  not  only 
their  patronage,  but  their  influence  in  our  independent  enterprises. 

«  So3  Mr.  Archbold,  p.  552.       a  Soe  Mr.  Archbold,  p.  oTA).        a  See  Mr.  Emery,  p.  656,  bottom. 
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Q.  (By  Mr.  Phillips.)  Were  they  bnying  cmde  oil  throngh  those  indei)endent 
lines  ana  also  shipping  refined? — A.  They  were. 

Q.  Those  refining  companies? — A.  They  were  3  of  onr  largest  refineries. 

Q.  (By  Mr.  Jbnks.)  So,  as  a  matter  of  fact,  the  business  of  the  independents 
was  serionsly  damaged  by  these  3  refineries  selling  out  to  the  Standard  Oil  Com- 
pany?— ^A.  Yes;  it  was. 

Q.  Have  you  any  information  with  reference  to  the  prices  that  were  x>aid  for 
those  refineries? — A.  I  have  not. 

Q.  What  were  the  offers  that  were  made  to  you?  Were  they  what  you  would 
consider  high  imder  ordinary  circumstances? — A.  The  offer  did  not  come  to  me  in 
person  from  the  Standard  Oil  Comi>any,  but  through  those  who  did  sell  and  who 
had  been  in  direct  communication  with  the  Standard  x)eople  in  New  York.  The 
price  was  not  high;  it  was  simply  a  constructive  price — ^a  cost  price. 

3.  That  was  all  there  was  of  it? — ^A.  That  was  all  I  was  offered  for  my  plant. 
.  Have  you  any  knowledge  with  reference  to  transactions  on  the  part  of  the 
Standard  Oil  Company  at  any  other  time  in  the  way  of  buying  up  renneries  and 
dismantling  them  to  get  rid  of  competition? — ^A.  I  know  from  hearsay,  before  my 
oil  days,  that  such  things  were  done  to  quite  an  extent.  I  have  no  personal,  direct 
knowledge. 

Q.  Your  own  knowledge  is  practically  limited  to  this  experience  in  Titusville? — 
A.  Yes. 

EFFECT  OF  THE  STAND A.RD  OIL  COMPANY  ON  PRICES. 

Q.  Some  other  witnesses  have  spoken  with  reference  to  prices  and  the  effect  of 
the  Standard  Oil  Company  on  prices.  This  cluui;,'  representing  prices  of  crude 
and  refined  i>etroleum,  shows  the  way  the  prices  of  i)etroleum  have  fallen.  Will 
you  tell  us  what,  in  your  judgment,  are  the  chief  reasons  for  the  decline  in  price 
of  refined  oil,  as  compared  with  the  price  of  crude  oil,  since  1870? — A.  In  the  early 
days  of  refining,  the  by-products — what  we  term  by-products,  such  as  benzine 
from  which  gasoline  is  made  and  tar — ^were  entirely  worthless.  They  were  either 
run  into  the  creek  at  night  or  run  into  holes  dug  in  the  ground  and  burned.  Their 
value  then  as  a  fuel  was  not  realized,  and  refiners  were  buying  coal  and  wood  to 
refine  oil  with,  when  they  were  running  into  the  creek  what  they  might  have  used 
for  fuel.  I  might  say  that  the  percentage  that  we  now  take  out  in  these  products — 
I  do  not  know  what  they  took,  but  it  was  practically  about  the  same— is  some- 
thing like  20  per  cent  of  the  crude  product.  About  one-fifth  of  the  crude  oil  prod- 
uct was  entirely  wasted,  which  to-aay,in  1899,  is  worth  a  high  price;  for  instance, 
benzine  is  worth  more  to-day  than  water-white  oil,  as  I  have  already  stated,  and 
tar  is  worth  nearly  as  much  as  crude  oil.  These  prices  fluctuate;  tar  has  been 
worth  4  cents  a  gallon  during  the  x>ast  8  years,  but  it  has  been  down  as  low  as 
three-fourths  of  a  cent  a  gallon. 

Q.  So  that  in  this  way  about  20  per  cent  of  the  crude  oil,  which  formerly  was 
an  absolute  loss,  is  now  saved  and  made  as  valuable,  on  the  average,  perhaps,  as 
the  refined  oil  itself? — A.  Yes.  Then,  too,  the  cost  of  refining  has  lessened  very 
much.  Approximately,  oil  can  be  refined  for  one-half  cent  per  gallon— I  refer  now 
to  illuminating  oil  and  gasoline — whereas  I  am  told  that  in  the  early  days  it 
cost  about  2i  cents  a  gallon.^  The  quotations '  which  have  been  placed  before  you 
were  based  ui>on  refined  oil  at  the  seaboard  in  1898:  that  is  to  say,  oil  in  barrels. 
In  1898  refineid-oil  barrels  were  worth,  in  Titusville,  88  cents  apiece.  In  the  early 
days  barrels  were  worth  from  $2  to  $3,  which  makes  a  difference  of  from  2  to  4 
cents  per  gallon  in  the  value  of  a  barrel,  which  would  knock  off  considerable  of 
this  advance  in  price,  as  he  has  an*anged  his  schedule. 

Q.  As  a  matter  of  fact,  when  we  find  oil  quoted  by  the  barrel,  the  value  of  the 
barrel  is  included  in  the  quotation? — ^A.  Yes.  The  schedule  is  right,  no  doubt; 
but  if  the  logic  the  witness  uses  is  right,  why  should  the  Standard  make  the  price 
of  refined  oil  in  1895,  when  crude  oil  was  $1.35  a  barrel,  4.9  cents  per  gallon,  and 
in  1898,  when  crude  oil  was  only  90  cents  a  barrel,  5.7  cents  per  gallon?  You  see, 
there  is  a  difference  there  of  80  points.  If  they  are  cheapening,  if  they  are 
tending  to  lower  the  price,  his  table  is  all  right,  but  I  do  not  see  the  logic  in  the 
point  that  he  makes.  These  prices  are  simply  on  export  oil.  Suppose  we  take  last 
year's  averageprice.  Refinea  oil  was  5.7  cents  per  gallon;  if  for  some  reason  the 
Standard  Ou  Cfompany  sees  in  foreign  countries  a  necessity  for  cutting  the  price 
on  export  oil  1  cent  a  gallon,  making  it  4.7  cents  per  gallon,  they  would  simply 
have  to  advance  the  prices  on  home  products  1  cent  a  gallon  on  the  balance  of 
the  products  to  make  up  for  tliat  deficiency,  and  therefore  you  can  not  determine 

f)rices  in  the  oil  business  generally  upon  the  prices  of  export  oil  alone.^    If  his 
ogic  is  true,  he  is  giving  all  the  benefit  to  the  foreigner,  because  these  prices  he 

>  See  chart  of  prices  in  Introdnction.  '  See  Mr.  Lee,  p.  276;  Mr.  Bice,  p.  736. 

•  See  testimony  of  Mr.  F.  B.  Thurl)er,  p.  4. 

♦  See  Mr.  Lockwood,  p.  p. aW,  JttW;  Mr.  Archbold,  p.  569;  Mr.  Emery,  p.  616. 
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uses  for  the  chart  basis  are  on  export  oil;  there  is  very  little  export  oil  used  in 
the  United  States,  supposedly.  If  his  logic  is  true,  he  is  helping  the  man  over  on 
the  other  side,  and  yon  and  I  have  to  pay  higher  prices  for  water-white,  lubri- 
cants, and  gasoline.    Do  yon  see  tne  point  I  make? 

PRICE  OF  EXPORT  OIL.  NOT  A  CRITERION  OF  PRICES  IN  THIS  COUNTRY. 

Q«  Do  yon  mean  that  he  nses  figures  which  simply  represent  one  quality  usually 
sent  abroad,  and  that  the  table  tnerefore  does  not  represent  the  average  price  of 
refined  oil  to  the  consumers  or  the  wholesale  dealers  in  this  country? — A.  Yes; 
this  is  export  oil  and  represents  about  44  per  cent.  About  44  x>er  cent  of  the  crude 
product  is  export  oil. 

Q.  Your  general  conclusion,  then,  is  that  the  fig^ires  cited  in  this  table,  or  repre- 
sented on  the  chart,  are  untrustworthy  for  the  purpose  of  drawing  anv  conclusion 
as  to  the  general  level  of  prices  to  the  consumer  or  to  the  wholesale  dealer  in  this 
country? — ^A.  That  is  certainly  my  conclusion.  I  believe,  however,  that  the 
Standard  Oil  Comnany  is  employing  the  very  best  brains  engaged  in  the  manu- 
facture of  oil.  Tney  have  certainly  brought  forward  a  great  many  inventions 
in  the  refining  of  crude  petroleum.  I  certainly  believe  that.  A  man  can  not 
help  but  see  that  they  ai*e  imi>roving  every  day.  They  are  doing  a  great  deal  to 
bring  out  the  very  best  there  is  in  crude  oil  and  make  the  most  or  it.  That  is 
their  business.  They  probably  do  more  than  any  man  or  any  firm.  Probably  Mr. 
Van  Sickle,  who  was  an  independent  refiner  in  the  sixties  and  seventies,  brought 
forth  more  original  ideas  at  that  time  that  are  still  being  used  than  any  one 
refiner.    He  was  a  very  practical  man. 

Q.  You  would  be  incuned  to  think,  then,  that  on  the  whole  this  decline  in 
prices  that  has  come  through  improvements  in  methods  of  production  is  due,  in 
part,  to  Uie  work  of  the  Standard  Oil  Company  and  in  part  to  the  inventions  of  the 
independent  refiners,  and  that  the  honors  mif^ht  fairly  be  distributed  between  the 
two?— A.  You  must  not  forget  that  with  this  decline  in  the  prices  of  refined  oil 
there  has  been  a  very  heavy  decline  in  crude  oil;  wells  are  bored  and  handled  so 
much  more  cheaply.  Originally  1  man  with  1  pump,  boiler,  and  engine  would 
pump  1  well;  to-day  little  wells  doing  a  half  or  quarter  of  a  barrel  are  har- 
nessed up  to  1  bi^  drive  power,  with  20  and  80  and  even  ^  other  weUs.  So  you 
see  the  expense  of  operating  is  so  greatly  reduced  that  the  cost  of  producing  has 
become  nominal  compared  with  what  it  was  10  or  20  or  80  years  ago. 

Q.  At  the  same  time,  in  accordance  with  this  table,  the  price  of  crude  oil  has 
not  declined  materially  since  1870.  In  that  year  it  was  selling  at  88  cents  a  bar- 
rel.   Was  it  not  |1 .05  m  1895?— A.  What  is  it  now? 

Q.  So  the  price  of  crude  oil,  on  the  whole,  seems  not  to  have  declined  very  much 
since  1879  and  1880,  and  of  course  the  price  of  refined  has  also  declined  very  much 
less  since  1880  than  it  did  between  1870  and  1880,  according  to  this  chart.  Would 
it  be  right,  then,  in  your  judgment,  for  us  to  infer  that  the  chief  improvements  in 
the  memods  of  production  were  made  between  1870  and  1880  rather  than  since 
1880 — ^improvements  in  the  methods  of  refining? — ^A.  Between  whatyears? 

Q.  Between  1870  and  1880, 1  will  say,  instead  of  since  1880?- A.  That  would  be 
pimply  speculative. 

Q.  It  was  during  those  years  that  the  chief  difference  was  made  in  the  cost  of 
the  refined  product.     ( No  response. ) 

Q.  (By  Mr. Phillips.)  Have  the  Standard  Oil  people  any  sux>erior  methods  of 
refining  that  are  not  known  to  the  independents?— A.  If  they  have,  we  do  not 
know  it.  Of  course,  if  we  did  know  it  we  would  use  the  same;  they  do  not  give 
out  their  information,  cei-tainly  not. 

Q.  Do  you  believe  you  can  get  out  the  whole  value  and  make  as  good  oil  as  they, 
both  in  by-products  and  refined  material?— A.  I  believe  the  index>endents  put  out 
as  good  goods  in  every  way  as  the  Standard  Oil  Company  does,  certainly. 

FREIGHT  BATES  AND  TRANSPORTATION. 

Q.  And  as  economically  in  proportion  to  the  amount  they  put  out?— A.  I  believe 
we  do;  yes 

Q.  (By  Mr.  Jenks.)  The  question  of  freight  rates  and  the  apparent  advantage 
of  the  Standard  Oil  Company  in  that  respect  has  come  up  a  number  of  times. 
Have  you  any  information  that  you  can  give  us  concerning  the  freight  rates  that 
you  secure,  and  the  influence  of  the  Standard  Oil  Company  upon  the  railroads,  or 
the  special  advantages  they  get  in  the  way  of  freight  rates?— A.  With  reference 
to  oil  rates,  I  have  no  reason  to  state  that  we  are  paying  any  higher  rates  per  hun- 
dred than  the  Standard  Oil  Company  is.  They  are  not  shipping  anything  from 
Titusville,  but  there  are  other  given  points,  such  as  Clean  and  Buffalo.  Buffalo 
would  take  a  little  higher  rate,  however;  but  I  know  that  they  are  underbilling 
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their  care.  Since  the  establishment  of  the  Interstate  Commerce  Commission  the 
railroads,  I  think,  have  been  very  careful  about  giving  rebates  on  oil,  or  perhaps 
on  any  other  trafl^;  they  may  do  it;  I  know  of  nothing  of  the  kind. 

UNDERBILLIKa  OF  CARS. 

But  I  have  seen  freight  receipts  in  New  York  from  one  of  my  former  customers 
wherein  a  car  of  7,000  to  7,200  gallons  was  billed  from  Glean  at  24,000  pounds. 
Now,  that  car  weighs,  according  to  the  basis  on  which  we  have  to  figure,  6.4 
pounds  per  gallon — ^from  44,80()pounds  to  46,080  pounds.  I  give  you  the  weight  of 
7,000-fl^on  tank  cars  of  oil.  Were  I  to  bill  that  car  or  those  cars  I  would  have 
to  bill  it  as  I  have  stated,  at  actual  weight— 44,800  or  46,080  pounds.  They  also 
prepay  their  freight.  Perhaps  I  should  not  say  that,  for  I  do  not  know  it;  but 
mv  customers,  wno  have  received  oil  from  them,  state  that  the  Standard  prepays 
all  freight  on  oil,  and  I  believe  they  do.  Now  you  see  what  a  difference  it  makes 
when  this  oil  is  billed  at  24,000  poimds.  They  may  be  paying  the  same  freight 
rate  per  hundred,  but  you  see  what  a  disadvantage  I  am  working  under  if  I  have 
to  bin  44,800  pounds  where  they  can  bill  it  at  24,000  i>ounds  and  g^t  it  through. 
I  have  seen  3  of  these  freight  receipts,  and  my  opinion  is  that  every  car  that  goes 
out  of  Olean,  or  any  other  of  their  refineries,  is  oilled  on  this  same  basis;  and  I 
believe  that  is  where  they  are  getting  the  remarkable  leverage;  and  I  believe,  also, 
if  I  were  paying  on  the  same  basis  tney  are,  or  they  were  put  on  the  same  I  am,  we 
would  not  have  to  make  such  cuts  or  else  go  out  of  the  town. 

Q.  Why  not  bill  at  still  less  than  that? — A.  Twenty-four  thousand  is  the  mini- 
mum capacity,  the  minimum  car  weight,  in  billing  oil. 

Q.  Then  you  believe  it  to  be  true  that  the  general  custom  that  is  followed  is  to 
bill  every  car  at  the  minimum  weight,  although  the  car  itself  may  be  very  much 
larger  and  heavier? — ^A.  Yes;  at  the  minimum  weight.  I  know  one  other  inci- 
dent. It  is  just  hearsay,  but  the  case  of  these  receipts  only  confirms  what  I  am 
about  to  say.  A  certain  party  in  New  York  bought  a  few  tank  cars  of  crude  oil 
from  the  Standard  Oil  Comx>any,  which  were  shipped  from  Olean.  The  cars 
arrived  and  the  freight  bills  were  presented  for  collection,  because  they  were 
buying  it  f .  o.  b. ;  they  bought  it  f .  o.  b.  Olean;  it  was  certificate  oil  put  into  tank 
cars;  it  was  not  refined;  the  freight  bills  were  presented  to  the  buyer,  who  noticed, 
to  his  surprise,  that  the  cars  were  billed  at  24,000  pounds;  and  the  cars  held  from 
6,000  to  6,600  gallons,  which  would  be  38,400  pounds  on  a  6,000-gallon  tank. 

Q.  (By  Mr.  Phillips.)  Of  difference?— A.  No;  that  is  what  I  would  have  to 
pay;  they  were  billed  at  24,000  x)ounds,  whereas  they  actually  weighed  38,000 
pounds  and  more.  A  few  days  later  this  buyer  got  a  corrected  bill  from  the  rail- 
road company  billing  them  at  actual  weight  with  the  regular  rate,  which  he  paid, 
of  course.  I  do  not  believe  these  were  errors.  The  3  cars  I  sx>eak  of  in  central 
New  York  were  not  billed  at  the  same  time;  they  were  billed  at  different  times, 
and  those  things  could  not  be  errors.  Every  railroad  has  or  should  have  what  we 
call  a  tank-car  book,  giving  the  number  and  initial  of  all  the  tank  cars  in  the 
United  States  and  Canada,  with  the  gallonage  and  the  weight,  figured  at  6.4 
pounds  per  Kallon. 

Q.  (By  MX.  Batchford.)  6.4  per  gallon? — A.  Yes,  per  gallon;  6.4  pounds  per 
gallon.  Therefore,  I  say  these  things  can  not  be  errors  on  the  part  of  the  billing 
clerk.  It  only  confirms  my  belief.  It  is  my  belief,  of  course,  that  they  are  getting 
their  goods  put  through,  when  in  tank  cars,  at  24,000  pounds,  while  I  am  paying 
on  the  same  car  for  practically  50  or  100  per  cent  more  than  the  weight  for  which 
they  are  paving. 

Q.  (By  Mr.  JENKS.)  Do  you  recall  the  dates  of  these  receipts?  How  long  ago 
was  this?  You  say  ^ou  have  seen  separate  receipts;  have  you  any  idea  about 
when  that  oil  was  shipped? — ^A.  It  was  about  3  years  ago. 

Q.  So  you  think  that,  witbin  4  years  at  any  rate,  you  have  located  3  specific 
cases  in  which  the  Standard  Oil  Company  has  had  its  oil  underbilled,  i.  e. ,  at 
24,000  pounds,  where  a  fair  billing  would  have  been  at  least  44,000  pounds,  and 
probably  more? — A.  Yes.' 

RAILROADS  DO  NOT  OARE  TO  HANDLE  INDEPENDENT  OIL. 

Q.  Have  you  other  information  with  reference  to  freight  rates  in  connection 
witn  the  oil  business?— A.  In  reading  these  2  letters  I  wish  to  show  to  the  com- 
mission that  for  some  reason  independent  oil  is  not  a  commoditv  that  the  rail- 
roads are  desirous  of  handling.    This  one  is  from  the  commercial  freight  agent  of 

1  See  Mr.  Archbold,  pp.  550, 651;  Mr.  Bice,  p.  781;  Mr.  PlRge. 
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the  New  York,  Chicago  and  St.  Louis  Railroad  Company;  he  is  in  Pittsburg. 
He  writes  (reading) ; 

Pittsburg,  Pa.,  April  JS,  1898. 
Subject:  Rates  on  oil,  Titusville  to  Vermont  points. 

Mr.  T.  B.  Westoate, 

Manager  American  Oil  Works, 

Titusville,  Pa, 

Dear  Sir:  Referring;  to  conversation  the  writer  had  with  you  a  short  time  ago 
in  regard  to  rates  on  oil  from  Titusville  to  points  in  Vermont — 

I  regret  exceedingly  that  at  the  present  time  we  can  not  name  satisfactory 
rates  on  oil  from  Titusville  to  Vermont  points. 

We  hope,  however,  to  be  able  to  do  so  in  the  near  future  and  will  advise  you 
just  as  soon  as  possible. 

Yours,  truly,  W.  H.  Richards, 

Commercial  Agent. 
Howes. 

Here  is  a  letter  from  the  New  York  Central  Fast  Freight  Lone,  F.  L.  Pomeroy, 
general  manager,  Buffalo.  He  is  the  general  manager  of  the  Red  Line,  White 
Line,  Blue  Line,  Canada  Southern  Line,  and  Midland  Line  (reading): 

Buffalo,  N.  Y.,  December  5,  1898, 
Messrs.  American  Oil  Works,  Limited, 

THtusville,  Pa. 

Gentlemen:  I  have  your  favor  of  the  25th  instant  asking  for  rates  on  oil  in 
tank  cars  and  barrels  from  Titusville  to  Montreal,  province  of  Quebec,  and  in 
reply  would  say  that  oil  is  not  a  commodity  that  we  are  permitted  to  handle  by 
our  fast-freight  lines;  therefore  I  have  no  authority  to  make  or  discuss  rates  on 
this  commodity,  but  would  refer  you  to  Mr.  S.  Goodman,  assistant  trafiSic  manager. 
New  York  Central  and  Hudson  River  Railroad,  New  York  City. 

Thanking  you  for  the  business  which  you  are  giving  us  of  other  kinds,  which  is 
fully  appreciated,  I  am. 

Yours,  truly,  F.  L.  Pomeroy, 

General  Manager. 

FREIGHT  RATES  ACCORDING  TO  THE  RED-LINE  TARIFF  BOOK. 

I  wish  to  offer  in  evidence  a  Red  Line  tariff  book.^  The  Red  Line  is  one  of  the 
lines  of  which  Mr.  Pomeroy  is  general  manager.  I  take  it  that  these  lines  are  a 
sort  of  a  wheel  within  a  wheel  for  some  purposes.  I  am  now  billing  oil  at  Titus- 
ville to  certain  points  via  the  Red  Line.  This,  as  you  men  who  are  acquainted 
with  the  ndlroads  understand,  gives  in  alphabetical  order  the  names  of  towns  in 
Pennsylvania,  New  York,  and  the  Eastern  States  and  their  freight  rates ;  that  is, 
it  gives  what  rate  it  takes;  for  instance,  Abbington,  Mass.,  takes  a  Boston  rate. 
Referring  to  the  sheet  that  this  D.  A.  V.  M.  Line  provides  me  with,  I  find  the 
Boston  rate  on  oil  in  carloads  is  23^  cents  per  hundred;  in  less  than  carloads,  local, 
it  is  83  cents  a  hundred.  I  am  prohibited  shipping  carloads  to  certain  points 
named  in  this;  that  is,  carloads  of  oil.  Other  classified  freight  goes  through  and 
oil  in  local  lots  goes  to  some  points;  but  to  points  on  the  New  York,  New  Haven 
and  Hartford  (e.  g.,  the  first  one  I  read,  Aboington.  Mass.),  I  could  not  ship  oil 
unless  I  paid  83  cents.  I  would  have  to  pay  an  arbitrary  price.  This  occurred,  I 
should  say,  about  3  years  m^o,  when  the  New  York,  New  Haven  and  Hartford 
came  into  certain  hands.^  We  suppose  it  is  controlled  by  the  Standard  Oil  Com- 
pany. Our  territory  is  being  narrowed  each  year  by  the  roads  which  are  in  some 
way  made  servants,  in  my  opinion,  of  the  Standard  Oil  Company. 

Q.  If  I  understand  you,  this  Red-Line  rate  book  that  vou  nave  shows  that  you 
can  ship  ordinary  kinds  of  freight  at  Boston  rates  to  all  these  local  points. — A. 
Yes. 

Q.  When  you  yourself  attempt  to  get  rates  do  they  simply  say  they  will  not 
quote  you  any  rate  at  all  for  carload  lots  of  your  product? — ^A.  1  enjoy  freight 
rates  to  some  of  these  points.  There  are  exceptions;  for  instance,  (reading): 
"Agents  take  special  notice:  Petroleum  oils  to  points  via  Syracuse,  on  the 
Ogdensburg  and  Lake  Champlain  Division  of  the  Central  Vermont  Railroad  and 
points  beyond,  can  not  be  taken  at  rates  named  in  this  tariff.    Shipments  of 


» East-bound  Red  Line  Tariff,  No.  40,  March,  1899. 

*  See  paragragh  1  of  Vice-President  Hall's  affidavit  in  footnote  to  the  testimony  of  Mr.  Page. 
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petroleum  oil  destined  to  points  on  the  New  York,  New  Haven  and  Hartford 
Railroad  (New  Haven  and  Old  Colony  systems)  can  not  be  taken  at  rates  named 
in  this  tariff.  Such  shipments  will  be  subject  to  arbitrary  rates  from  the  various 
junction  points  of  the  Boston  and  Albany  Railroad.  *  Now  to  points  like 
Malone,  which,  on  other  freight,  take  a  Boston  rate,  on  oil  of  23^  centos  a  hundred, 
I  am  compelled  to  pay  26^  cents  per  hundred.  Ajb  I  go  beyond  Maloue  to  Rouse 
Point,  I  am  obligea  to  pay  38  cents  per  hundred. 

Q.  Although  through  freight,  oroinary  freight,  will  be  sent  for  23^  cents? — A. 
Fifth-class  freight  is  20  cents  per  hundred.  On  is  listed  a  little  higher  than  fifth- 
class.  I  can  ship  anything  to  most  any  of  these  points  specifiod  unless  it  is  desig- 
nated here  as  arbitrary. 

Q.  (By  Mr.  Phillips.)  Why,  in  your  opinion,  did  they  make  that  difference — 
prohibit  shipping  to  some  points  and  allow  Boston  rates  to  others? — A,  To  keep 
us  out  of  that  territory. 

Q.  Would  the  difference  be  so  great  as  to  consume  your  profits  largely? — A.  It, 
in  some  instances,  prevents  us  from  selling  in  those  localities  and  causes  the 
consumer  to  pay  a  higher  price  for  his  goods,  because  the  Standard  probably  will 
sen  a  little  bit  under  us,  getting  the  benefit  of  the  high  freight  rate  which  I  have 
to  pay  from  Titusville  and  which  they  do  not  have  to  pay  from,  say,  a  New  York 
point  north  or  a  distributing  point  somewhere,  such  as  Albany.  I  wish  to  show 
m  connection  with  these,  which  I  term  exorbitant  freight  rates,  that  this  Red- 
Line  traffic  book  quotes  a  Boston  rate  to  Adirondack  Junction,  on  the  St.  Law- 
rence and  AdironoiEtck  Railway,  which  is  within  9  miles  of  Montreal.  Now,  if  I 
could  ship  oil  there,  as  I  should,  on  the  Boston  rate,  which  is  23^  cents,  I  could 
make  a  good,  fair  profit;  but  I  hold  in  my  hand  a  telegram  from  Samuel  Good- 
man— I  believe  he  is  the  assistant  traffic  manager  of  the  New  York  Central— in 
reply  to  a  telegram,  which  reads  as  follows: 

**  5,  6,  1899.  To  American  Oil  Works:  There  are  no  through  rates  on  oil,  Titus- 
ville to  Montreal,  or  for  other  points  you  name.  Tariff  from  Buffalo  to  Montreal, 
Adirondack  Junction,  or  Beaimamois  is  35  cents  per  100  pounds  via  Utica,  M.  and 
M.,  St.  L.  and  A.  C.  P.,  or  I.  Grand  Trunk. 

*'S.  Goodman." 

He  says  that  he  quotes  me  a  35-cent  per  hundred  rate  from  Buffalo  to  Adirondack 
Junction.  That  was  the  point  named  in  the  Red-Line  traffic  book,  to  which  I 
should  g:et  through  from  Titusville  on  23^  cents  a  hundred,  if  taking  a  Boston 
rate,  wmch  is  named  here;  but  instead  he  quotes  me  35  cents  a  hundred  from 
Buffalo  there.  Added  to  that,  my  8  cents  -per  hundred  from  Titusville  to  Buffalo 
makes  a  43^-cent  rate  per  hundred  from  Titusville  to  Adirondack  Junction.  I  fig- 
ured that  out  in  miles  and  in  ton  rates.  I  will  give  the  distance  from  Buffalo  to 
Utica  as  201  miles  and  from  Utica  to  Adirondack  Junction  as  223  miles,  making  a 
total  of  424  miles;  the  freight  at  25  cents  per  hundred  on  oil  would  be  $7  per  ton, 
which  would  be  $0.0165  per  ton  per  mile.  Now,  the  New  York  Central's  average 
receipt  per  ton  per  mile  on  oil  in  1890  was  $0.0073:  in  1889.  $0.00712;  in  1888, 
$0.00753.  The  estimated  cost  of  handling  oil  in  1890  was  $0.00549  per  mile;  in  1888, 
$0.00557;  the  rate  he  has  quoted  me  is  nearly  8  times  the  average  receipt  i)er  ton 
per  mile  as  given  in  their  schedule  in  1890,  1889,  and  1888.  This  computation  is 
on  page  100  of  a  pamphlet  containing  a  case  in  the  circuit  court  of  the  United 
States  for  the  western  district  of  Pennsylvania,  which  I  can  give  you.  This  was 
the  testimonjr  that  I  referred  to  that  was  brought  before  the  Interstate  Commerce 
Commission  in  1888  in  Titusville.  The  State  of  Vermont  is  the  State  where  I 
have  had  the  most  trouble  in  marketing  ^oods,  and  I  wish  to  read  a  letter  here 
from  a  division  freight  agent;  he  is  a  soliciting  freight  agent  for  the  Lake  Shore 
and  Michigan  Southern  Railway  Company  (reading) : 

Cleveland,  Ohio,  April ;?,  189S. 

The  American  Oil  Works, 

TittLsvillej  Pa. 

Gentlemen:  Referring  to  our  conversation  of  some  time  since  relating  to  car- 
load rates  to  Vermont  points,  I  have  looked  into  this  matter  very  carefully  and 
find  that  the  following  rates  are  the  best  at  the  present  time. 

Burlingrton,  Vt.,  44^  cents  per  100  pounds,  via  Rutland. 

St.  Albans,  Vt.,  60i  cents  per  100  pounds,  via  Rutland. 

Richford,  Vt.,  54i  cents  per  100  pounds,  via  Malone. 

St.  Johnsbury,  Vt.,  8«i  cents  per  100  pounds,  via  Bellows  Falls. 

Newport,  Vt.,  38i  cents  per  100  pounds,  via  Bellows  Falls. 
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The  lees  than  carload  rate  to  St.  Johnsbtiry,  Vt.,  and  Newport,  Vt.,  ia  83  cents 
X>er  100  pounds. 
Note  the  attached  letter  we  have  from  Mr.  Chittenden,  of  the  Central  Vermont 


Railway. 

1  ours,  tmly, 

Return  the  letter. 


W.  F.  ANDREWS, 

Soliciting  Agent, 


I  wish  to  state  here  that  St.  Johnsbnry  and  Newport,  Vt.,  are  booked  in 
this  Red  Line  traffic  book  as  taldng  Boston  rates,  xhey  should  therefore  giTe 
me  a  rate  of  23i  cents  per  hundred  on  oil  to  those  points.  This  is  not  the  Ked 
Line,  however,  but  the  Red  Line  prorates  with  the  Lake  Shore.  I  think  all  work 
together  for  good  except  in  the  oil  business.  He  does  not  name  that  to  me;  he 
has  not  named  it.  Maybe  he  knows  that  the  less  than  carload  rate  in  the  Red 
Line  book  is  83  cents  a  hundred,  but  for  some  reason  or  other  he  can  not  name 
me  rates  on  carload  lots  into  those  points  excepting  as  I  have  given  them  to  yon. 
You  see  that  debars  us.  Such  outlandish  rates  debar  a  manufacturer  from  goinf 
into  territory  where  they  want  a  good  grade  of  oil,  a  light  oil.  Vermont  is  a  good 
oil  State;  that  is,  for  selling  oil;  and  it  curtails  the  business. 

Q.  ^By  Mr.  Jbnks.)  You  think  that  the  Standard  Oil  ComiMtny  simply  comes 
into  toat  territory  from  other  shipping  points  where  the  rates  are  very  mnch 
more  favorable?— A.  It  must  be.  They  certainly  are  not  paying  such  rates.  They 
do  not  countenance  any  such  thing  as  that. 

FREIGHT  RATES  TO  THE  PACIFIC  COAST. 

While  speakmg  of  freight  rates  I  wish  to  mention  that  a  few  years  ago  we 
enjoyed  to  the  Western  coast— Western  terminals — a  freight  rate  on  oil  in  car- 
loads of  78i  cents  per  100  pounds. 

Q.  You  mean  to  the  Pacific  coast?— A.  Yes;  the  Pacific  coast;  what  thev  call 
terminal  points  on  the  Pacific  coast.  After  the  establishment  of  the  Standard's 
refinery  at  Whiting,  near  Chicago,  the  freight  rates  from  Titusville,  Oil  City, 
Warren,  and  Pittsburg  to  those  points  on  the  Pacific  coast  were  abrogated,  and 
they  would  not  give  us  a  througn  rate,  but  we  must  bill  to  Chicago  at  17i  cents 
per  100  pounds,  and  then  from  Cnicago  west  we  added  78^  cents  per  100  pounds. 

Q.  So  that  before  the  establishment  of  this  refinery  you  had  a  rate  to  the  Pacific 
coast,  at  terminal  points,  of  78i  cents,  and  afterwards  your  total  rate  through 
was  06  cents?— A.  Yes;  that  was  after  the  refinery  was  built  near  Chicago,  at 
Whiting,  Ind.i  I  have  a  letter  in  my  hand  from  Charles  T.  Hallowell,  general 
freight  agent.  Green  Line  system. 

(Letter  referred  to  is  as  follows:) 

Oil  City,  Pa.,  AprU  if,  1899. 
American  Oil  Works,  TituavUley  Pa. 

Dear  Sirs:  On  request  of  Mr.  Westgate  we  made  application  to  Delaware  and 
Hudson  for  rates  to  points  on  that  line  north  of  Whifish^,  and  have  only  just 
received  Mr.  Wadsworth's  letter  quoting  the  following  rates  per  hundred  from 
Whitehall,  which  must  be  added  to  our  Boston  rate  of  2^  cents  from  Titusville: 


Chnbbs  Dock,  New  York 

Dreflden , 

Putnam , 

Wrights : 

Delano 

Addison  Junction , 

Crownpoint , 

Port  Henry 

Westport 

Wadfiams  Mills* 

Whallenburg 

Essex 

Willsbopo 

Port  Kent 

Plattsburg , 

Beekmantown 

Sciota 

WeetChazy 

Chazy 

CoopersviUe 

Rouse  Point 

Mooers  Junction 

1  See  Mr.  Monnett,  p.  309;  Mr.  Rice,  p.  781:  Mr.  Page. 
*  Station  without  agent,  freight  prepaid. 


Tank  cars. 

Barrels. 

CenU, 

CtnU. 

6 

4 

( 

4 

6 

6 

8 

7 

9 

8 

9 

8 

10 

8 

10 

8 

11 

9 

11 

9 

U 

9 

11 

9 

12 

10 

18 

10 

18 

10 

13 

10 

14 

U 

18 

10 

U 

12 

U 

U 

14 

12 

14 

12 
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We  have  again  written  Mr.  Wadsworth,  calling  his  attention  to  the  fact  that 
the  rates  quoted  are  abont  2\  cents  x>er  ton  per  mile,  which  is  in  excess  of  what 
other  lines  wonld  charge  for  a  similar  distance,  and  will  advise  you  if  he  makes 
any  further  concessions. 

For  points  on  the  branch  from  Saratoga  to  Northcreek  our  Boston  rate  will 
supply*  ^  shown  in  group  8  of  oil  circular  i!^o.  22. 

Yours,  truly,  Chas.  T.  Hallowbll, 

OenercU  Agent. 

We  have  also  called  Mr.  Wadsworth's  attention  to  the  fact  that  we  asked  for 
rates  from  Schenectady  and  not  Whitehall. 

I  received  a  letter  written  April  19, 1899,  from  Mr.  HalloweU,  in  which  he  says 
that  Mr.  Wadsworth,  the  general  freight  agent,  Delaware  and  Hudson,  will  not 
make  any  concession,  so  that  if  we  ship  oil  to  those  points  we  must  pa;^  the  enor- 
mous rate  of  2i  cents  per  ton  x>er  mile  above  Whitehall,  which,  as  a  railroad  man 
Bigni£e6,  is  an  enormous  rate,  and  far  bej^ond  what  any  other  road  would  charge. 

(The  letter  of  April  19, 1899,  above  reierred  to,  is  as  foUows:) 

Oil  City,  Pa.,  AprU  19, 1899, 
Ambrican  Oil  Works,  TitusviUe,  Pa. 

Gentlembn:  As  advised  you  in  our  letter  of  the  12th  instant,  we  again  wrote  the 
Delaware  and  Hudson  people  in  regard  to  rates  you  had  asked  for  on  that  road, 
and  now  have  letter  from  Mr.  Paul  Wadsworth,  G.  F.  A.,  April  17,  advising  that 
he  can  make  no  better  rate  than  that  already  named  you  for  i)oints  north  of  White- 
hall, and  also  states  that  our  oil  circular  rate  of  28i  cents  per  100  pounds  from 
Titusville  can  not  apply  to  points  between  Saratoga  and  ^Torthcreek,  and  those 
points  will  take  the  following  arbitrary  per  100  XK>unds  additional: 


Barrels. 


Oreenfleld,K.Y 

Kings 

South  Corinth.. 

Hadley 

Corinth 

Stonyoreek 

Thnrman. 

The  Glen 

Riverside 

Northoraek 


Cents. 


5 

6 

6 

8 

7 

U 

1^3 

U 

15 

17 


We  regret  that  we  have  not  been  able  to  make  better  terms  with  them,  but  it 
would  appear  that  it  will  not  be  possible  to  do  any  better. 
Yours,  truly, 

Chas.  T.  Hallowell,  (General  Agent. 

Q.  Do  you  mean  that  you  are  charged  14  cents  per  hundred  more  for  oil  to 
Whitehafl,  or  to  one  of  these  local  points  you  have  mentioned,  than,  in  accord- 
ance with  this  Red  Line  traflftc  book,  is  charged  for  ordinary  freight?— A.  No;  it 
takes  an  arbitrary  rate. 

Q.  You  simply  think  the  charge  is  excessive?— A.  The  charge  is  excessive;  and, 
in  fact,  we  are  daily  being  narrowed  down  by  the  railroads.  I  can  not  get  to 
New  Haven,  or  Providence,  R.  I.,  with  oil  on  a  Boston  rate,  according  to  this 
Red  Line  traffic  book.  This  Red  Line  traffic  book  on  all  other  goods  takes  a  Bos- 
ton rate  to  Providence  and  New  Haven.    What  is  the  cause  for  it? 

CHARACTER  OF  OIL  AS  FREIGHT. 

Oil  is  a  good  freight  to  handle.    Mr.  Motheral,  who  is  a  confidential  man  of  the 

Green  Line ^        "    '        -     -  •      .   .    ^ 

Ck)mmission, 

read  from  pag( 

before  the  Interstate  Commerce  Conmiission:  > 


1  Interstate  Commerce  Commission. 

The  Independent  Refiners'  Association,  of  TitnsviUe,  Pa.,  and  the  Independent  Refiners*  Asso- 
ciation, of  Oil  City,  Pa.,  V.  The  Western  New  York  and  Pennsylvania  Railroad  Company,  the 
New  York,  Lake  Erie  and  Western  Railroad  Company,  the  Delaware  and  Hudson  Canal  Com- 
pany, the  Fitchbnrff  Railroad  Company  and  the  Boston  and  Maine  Railroad  Company,  No.  163w 
Also  ihe  Bame  oomj^lalnants  v.  othex^  cases  154  and  188,  testimony. 
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"  Q.  What  i8  your  opinion,  from  your  own  experience  of  the  business,  relative 
to  the  risk  of  lire  from  the  transportation  of  oil  by  the  two  different  methods,  by 
tanks  and  barrels;  which  is  the  greatest? 

''A.  It  is  greater  in  tanks. 

*'  Q.  How  much?    What  relative  portion  would  you  say? 

*'  A.  From  1883  to  1887,  5  years,  the  loss  on  oil  in  barrels  was  twenty-seven  one 
thousandths  of  1  per  cent:  tne  loss  in  tanks  was  forty-three  one  thousandths.' 

"  U.  That  is  the  result  of  actual  ezperience? 

^'  A.  That  is  a  statement  made  up  n*om  our  office  a  year  or  so  ago.  I  looked  it 
up  again  to-day." 

So  you  see  the  loss  in  transx>ortation  of  oil  is  almost  infinitesimal  and  my  opinion 
is  that,  if  we  could  keep  about  upon  the  same  basis — not  my  refinery  alone,  but  aU 
refineries  and  all  shippers  of  oil  —as  the  Standard  Oil  Comx)any,  we  should  not  be 
having  this  terrible  experience  that  we  have  had  at  times.  We  could  get  prices, 
because  they  would  not  have  the  means  to  cut  us. 

Q.  (By  Senator  Mallory.)  Can  you  indicate  what  basis  that  is? — A.  I  referred 
to  that  a  few  moments  ago  when  I  stated  that  they  were  underbilling.  I  have 
evidence  where  they  have  underbilled — ^i.e.,  oil  that  would  weigh  44,000  pounds 
was  billed  at  24,000  pounds. 

Q.  (By  Mr.  Kenxedy.)  What  did  you  say  the  wastage  is  in  piping  oil?  Did  you 
state  that? — A.  I  did  not  say. 

Q.  Just  the  wastage  of  tanks? — A.  You  mean  this  railroad? 

Q.  Yes. — A.  These  figures  that  I  gave  concerning  the  transportation  of  oil  in 
tank  cars  are  given  by  Mr.  Motherall,  probably  one  of  the  best-posted  traffic  men 
in  the  country,  because  the  Green  Line,  up  to  that  time,  undoubtedly  handled 
more  oil  freight  than  any  one  road. 

Q.  Have  you  any  figures  there  in  regard  to  wastage  in  pipe  lines? — A.  No. 
From  what  I  have  read  and  from  what  my  experience  has  taught  me,  the  railroads 
do  not  cater  for  the  independent  oil  trade.  Until  within  the  last  2  years  we  had 
very  few  railroad  men  soliciting  oil  trade;  we  have  very  few  now;  a  few  local 
lines  solicit:  but  I  do  not  remember  of  a  New  York  Central,  a  Vermont  Centrsd, 
a  New  York,  New  Haven  and  Hartford,  or  a  Boston  and  Albimy  man  asking  me 
for  freight,  and  I  ship  in  the  neighborhood  of  from  12,000  to  14,000  barrels  a  month, 
going  in  directions  that  would  be  over  their  lines.  During  the  construction  of 
the  United  States  Pipe  Line,  when  we  had  a  few  tons  of  iron  to  haul  to  Athens 
and  various  points,  and  it  was  published  in  the  pai)ers  that  tanks  were  to  be 
erected  and  tnat  pii)e  was  to  l)e  laid,  there  were  traveling  freight  ap^nts  after  us 
every  day  to  get  the  shipment  of  those  goods  over  their  line — Lehigh,  Erie,  and 
other  ways.  We  could  ship  iron,  but  the  oil — we  must  not  handle  it.  That  is 
probably  the  password  that  goes  over. 

In  connection  with  that  Montreal  business,  I  wish  to  state  that  we  enjoyed,  up 
to  last  fall,  I  think  it  was  in  October,  a  28  cents  per  hundred  rate  from  Buffalo  to 
Montreal,  P.  Q. 

Q.  (By  Mr.  Jenks.)  Had  you  been  shipping  oil  to  Montreal  regularly  for  some 
time?— A.  We  had. 


Q.  For  how  long? — ^A.  Four  years  and^ver. 


At  what  rate  did  you  say  from  Buffalo  to  Montreal? — A.  It  was  21^  at  one 
time,  but  it  was  advanced  to  23. 

CANADIAN   REFINERIES   PURCHASED  BY  STANDARD — ADVANCE  IN   FREIGHT    RATES. 

Q.  For  most  of  the  time  it  was  23  cents  from  Buffalo  to  Montreal? — A.  Yes; 
but  at  the  time  the  Standard  Oil  Company  v  e  into  possession,  either  by  pur- 
chase or  lease,  of  all  the  refineries  in  Canada,  at  P  trolia  and  the  other  oil  pomts, 
the  freight  rates  from  Buffalo  to  Canadian  points  immediately  advanced;  tne  rate 
from  Buffalo  to  Montreal  advanced  from  2S  cents  a  hundred  to  35  cents  per  100 
pounds.  I  got  caught  on  that.  I  was  not  very  sharp.  They  did  not  notify  me 
of  the  advance.  I  sold  a  man  a  car  based  on  tne  23-cent  rate,  and  it  cost  me  35. 
I  was  out  the  12  cents  per  himdred.* 

Q.  (By  Mr.  Phillips.)  Did  that  12  cents  materially  affect  your  prices? — A. 
Twelve  cents  a  hundred  is  nearly  40  cents  a  barrel.  If  I  can  make  10  or  15  celits  a 
barrel  on  oil  I  am  doing  a  good  Dusiness.  It  practically  cuts  me  out.  I  can  not 
sell  oil  in  Montreal  under  these  conditions.  Tnat  is  why  I  wired  Mr.  Gk>odman  to 
^et  to  Montreal  via  New  York  Central,  viaUtica  and  Malone,  and  this  Adirondack 
division,  but  they  did  not  want  the  trade. 


O.  So  you  are  practically  shut  off  at  this  time?— A.  Yes. 


Since  the  Standard  made  the  purchase  of  the  oil  fields  and  oil  refineries  in 
Canada? — A.  Yes. 


>  See  Mr.  Bice,  pp.  716, 717.  *  Bee  Mr.  Oall,  p.  68& 
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Q.  (By  Mr.  Jenks.)  What  are  the  railroads  that  made  these  Canadian  rates?— 
A.  The  Grand  Trunk  mnning  from  Boffalo  to  Montreal  and  the  Michigan  Cen- 
tral *  prorating  with  the  Canadian  Pacific  from  Buffalo  to  Montreal. 

Q.  Then,  when  you  were  asking  for  freight  rates  around  this  other  way  over 
the  New  York  Central,  you  were  merely  looking  for  another  way  to  get  to  these 
same  places?— A.  I  did  not  know  but  I  could  find  the  bars  down  and  slip  some 
oil  in;  but  they  put  them  up. 

Q.  Then  you  asked  for  rates  to  Adirondack  Junction? — ^A.  Yes;  that  is  the  one 
I  gave  in  evidence. 

2.  That  is  some  distance  this  side  of  Montreal? — ^A.  Yes;  9  miles. 
.  But  it  was  for  the  purpose  of  letting  you  into  that  Montreal  market? — A. 
That  was  the  idea. 

Q.  Were  you  going  beyond  the  New  York  Central  line  in  asking  for  rates  to 
Adirondack  Junction? — A.  I  was  not;  I  could  pay  a  switching  charge  of  9  miles 
and  get  it  in. 

Q.  Do  these  increased  freight  rates  through  Canada  still  continue?  How  long  is 
it  since  the  rate  was  put  up  from  23  to  35  cents? — A.  I  believe  it  was  in  October 
last. 

Q.  And  the  rates  are  still  held? — A.  I  understand  that  the  independent  oil  men 
in  Montreal  brought  the  matter  up  before  the  parliament,  and  that  the  railroads 
were  either  compelled  or  advised  to  withdraw  that  tariff;  and,  according  to  the 
paper  which  I  saw,  a  Montreal  pai)er,  the  railroads  had  withdrawn  the  tariff — 
that  is,  they  had  withdrawn  the  printed  tariff,  but  the  rate  still  remains  the  same, 
if  I  wish  to  ship  a  car  of  oil  m  there.  I  think  they  have  some  very  strong 
evidence  in  the  matter;  but  I  am  not  posted.  I  am  not  prepared  to  give  it  to  you.^ 

Q.  (By  Senator  Mallory.)  You  nave  not  attempted  to  ship  any  in  there 
recently?- A.  Yes;  I  have  a  i)arty  up  there  and  I  have  tried  to  sell,  but  he  could 
not  buy  because  the  rate  was  too  high. 

What  we  shippers  would  like  is  tms,  that  oil  be  classified.  To  some  places  we 
pay  more  than  fifth  class,  and  occasionally  a  little  less  than  fifth  class.  If  I  were 
a^ed  what  class  oil  should  be  in,  I  should  say  it  should  be  sixth  class;  but  if  we 
had  a  fifth-class  rate  on  oil  our  Boston  rate  would  be  20  cents  i>er  hundred,  and 
we  are  iMtying  23^  per  hundred.  We  at  one  time  enjoyed  a  rate  of  78  cents  per 
barrel  to  Boston,  wmch  would  be  19^  cents  per  100  pounds;  but  as  the  web  grows 
tighter  the  rates  go  up,  and  our  territory  is  made  smaller. 

Q.  Is  there  more  risk  in  the  transportation  of  oil  than  ordinary  merchandise? — 
A.  Mr.  Motherall  stated  that  the  loss  of  oil  in  barrels  in  shipping  was  twenty- 
seven  thousandths  of  1  per  cent. 

Q.  (By  Mr.  Jenks.)  Is  it  not  to  be  concluded,  then,  from  your  testimony,  that 
there  is  not  much  more  risk  connected  with  the  shipping  of  oil  than  ordinary 
merchandise? — ^A.  There  certainly  is  some  more  risk. 

Q.  (By  Senator  Max.ix>ry.  )  Does  that  include  loss  by  fire? — ^A.  Yes. 

Q.  But  not  leakage? — ^A.  No;  I  think  the  commission  should  insist  upon  this 
conunodity  being  classified.  It  certainly  is  of  magnitude  enough  to  be  classified, 
and  vou  can  see  from  the  evidence  I  have  given  that  there  must  be  a  "  nigger  in 
the  fence  **  if  we  can  not  get  to  certain  pomts  in  a  certain  tariff  book.  We  can 
g^t  to  certain  points  and  not  to  others,  and  in  one  case  can  get  no  rate  whatever. 

Q.  (By  Mr.  Jenks.  )  Your  objection  is  not  so  much  against  hiffh  rates  as  against 
rates  mat  are  not  at  all  uniform  to  places  that  seem  to  be  similarly  located? — A. 
That  is  true. 

Q.  And  you  also  believe  that  the  Standard  Oil  Company  has  its  goods  under- 
billed,  constituting  practically  a  direct  discrimination  against  you? — A.  That  is 
true. 

LITIGATION  CONCERNING  FREIGHT  RATES. 

Q.  (By  Mr.  Phillips.)  Have  you  had  any  litigation  with  the  Standard  Oil  Com- 
pany, or  any  case  before  the  Interstate  Commerce  Commission,  with  regard  to 
nreight  rates,  or  discrimination  in  freight  rates? — ^A.  Yes,  we  have.  We,  the  Inde- 
pendent Refiners'  Association  at  Titusville  and  Oil  City,  in  1888  had  a  hearing  before 
the  Interstate  Commerce  Commission.' 

We  were  awarded  the  claims  that  we  demanded,  or  asked  for.  The  claims  were 
these:  That  we  should  have  the  same  rate  per  barrel  on  oil  shipped  in  a  package 
as  the  Standard  Oil  Company— i.  e. ,  that  they  were  paying  on  a  barrel  of  oil  shipped 
in  tank  cars,  or  that  they  should  quote  us  a  rate  per  barrel,  instead  of  givinjf  us 
a  rate  per  100  pounds.   After  many  days  or  weeks  of  session  the  commission  decided 


le  Michigan  contract,  see  Mr.  Gall.  pp.  OT6,  676. 
Gtell,  pp.  675-677,  680.  682-685;  Mr.  Archbold,  pp.  572, 573;  Mr.  Page. 
»  cited,  p.  877;  see  also  Mr.  Archbold,  p.  561,  bottom. 


»  As  to  the  Michigan  contract,  see  Mr.  Gall.  pp.  OT6,  676. 
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in  onr  favor,  and  awarded  ns  in  their  best  belief,  what  we  asked  for.  Onr  awards 
amounted  to  something  like  |88,000.  We  have  been  all  this  time,  11  years,  t^ing 
to  collect  this,  and  we  have  a  case  coming  np  soon  in  the  circuit  court  of  the 
United  States,  Western  Pennsylvania  district,  in  Pittsburg,  bearing  on  thi8,wfaich 
has  been  decided  in  our  favor  two  or  three  times  by  various  courts. 

Q.  (By  Senator  Mallort.)  What  road  was  that?— A.  They  were  the  Western 
New  York  and  Pennsylvania  Railroad  Company,  the  New  York,  Lake  Erie  and 
Western  Railroad  Comx)any,  the  Delaware  and  Hudson  Canal  Company,  the 
Fitchburg  Railroad  Company,  the  Boston  and  Maine  Railroad  ComiMtny,  and  the 
Lehigh  ^lley  Railroad  Company. 

Q.  Were  these  comi>anie8  responsible  in  the  case  you  speak  of  ?— A.  They  were; 
yes. 

Q.  What  is  the  status  of  that  case  to-day?— A.  The  status  of  that  case  is  a  dor- 
mant one.  They  decided  we  should  have  this  reparation,  anii  also  that  oil  should 
be  shipped  per  barrels — ^that  is,  instead  of  charging  us  400  x>ounds,  as  they  do  now 
per  barrel,  it  should  be  taken  at  320  x)ounds,  actual  weight  of  the  oil,  beciause  the 
tank  cars  (the  Standard  Cil  Comjiany  have  their  individual  cars,  and  we  have  a 
few)  are  shipx>ed  full  and  come  back  empty,  and  also  that  the  einpty  barrels 
should  be  shipped  back  with  no  charge,  because  if  the  oil  was  shippea  in  barrels 
the  cars  could  be  used  to  load  frei^t  back,  whereas  the  tank  cars  come  back 
empty.    But  they  did  not  comply  with  the  order  given. 

Q.  The  case,  as  I  understand,  has  been  appealed  to  the  circuit  court?— A.  Yes. 

Q.  Has  it  made  any  progress  in  the  circuit  court  since  it  was  appealed? — A. 
No,  it  has  not. 

Q.  Is  that  what  you  mean  by  lying  dormant  ? — ^A.  Yes,  lying  dormant;  it  cornea 
up  this  fall. 

Q.  (By  Mr.  Phillips.)  What  court  was  it  tried  in  before  it  was  appealed  to 
the  Interstate  Commerce  Commission,  if  any  ? — ^A.  I  have  not  looked  up  whether 
it  was  a  civil  action  or  not. 

Q.  (By  Mr.  Jenks.  )  Do  you  expect  a  final  decision  in  the  case  this  fall  ?— A.  We 
do;  yes. 

O.  (By  Senator  Ma.llort.)  Can  you  state  in  a  general  way  the  territory  in 
which  you  deal  ? — ^A.  Yes ;  my  territory  is  quite  well  defined.  It  is  mostly  in  the 
State  of  New  York.  I  sell  some  in  Vermont  and  New  Hamx)6hire,  and  occasion- 
ally a  car  scattered  through  different  States ;  but  that  is  simply  a  catch  order. 

Q.  Do  you  ship  to  foreign  countries  at  all  ? — A.  Oh,  yes ;  nearly  60  per  cent  of 
our  product  goes  to  foreign  countries. 

Q.  Do  you  deal  with  the  South  at  all?— A.  Not  at  the  present  time.  The  rates 
are  high  South. 

Q.  uo  you  deal  with  Cuba  at  aU?— A.  No. 

NUMBER  OF  INDEPENDENT  COMPANIES  IN  PENNSYLVANIA. 

Q.  (By  Mr.  Kennedy.)  How  many  independent  refining  comx>anies  are  there 
in  Pennsylvania? — A.  I  should  say  12  or  15. 

Q.  Are  you  connected  with  only  one  or  several  of  them  ?— A.  Simply  one. 

^.  Have  not  the  indei)endent  companies  some  sort  of  a  combination  to  protect 
their  interests  as  against  the  Standard  Cil  Company  ?— A.  The  only  association 
we  have  ever  had  was  that  of  the  independent  refiners  of  Titusville  and  of  Oil 
City  at  the  time  of  this  suit,  or  this  hearing.  We  have  common  interests  in  the 
Umted  States  Pipe  Line,  the  Producers  and  Kefiners'  Pipe  Line,  and  the  Pure  Oil 
Comi>any. 

Q.  That  is  the  only  kind  of  a  combination  you  have?— A.  Yes. 

THE  PIPE-LINE  SYSTEM. 

Q.  (By  Mr.  Phillips.)  Have  you  any  specific  knowledge  about  pipe-line  sys- 
tems, the  history  of  them  in  Pennsylvania,  and  the  independent  pipe  lines  prior 
to  the  organization  of  the  United  States  Pipe  Line  and  the  jE^roducers  and  Befiners' 
Pipe  Line?— A.  I  have  some  knowledge,  but  I  think  nothing  that  would  be  of  any 
special  benefit.  I  could  tell  you  about  the  time  since  we  organized  the  Producers 
and  Refiners'  Line,  of  which  I  am  a  director.  We  have  had  considerable  trouble 
with  the  Standard  Oil  Company,  who  have  bought  up  the  production  on  our 
line,  which  caused  us  to  lay  bnes  more  remote,  but  I  suppose  that  is  in  the  course 
of  business.  They  paid  high  prices,  however,  for  these  properties,  and  it  was  a 
good  thing  for  the  individual  producer  that  we  were  in  there,  because  he  sold 
out  his  property  at  a  very  high  price.    That  has  been  done  to  quite  an  extent. 
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Q.  Prior  to  the  organization  of  the  Producers  and  Refiners'  Pipe  Line  Company 
were  you  getting  your  oil  through  the  Standard  Uaes?— A.  We  were  baying  oil 
from  the  Standu'd. 

S.  What  pipage  did  yon  pay  them?— A.  Twenty  cents  per  barrel. 
.  What  are  yon  paying  now  for  getting  oil  deliverea  at  your  refineries? — ^A. 
We  are  paying  tne  market  price,  15  cents  per  barrel  pipage. 

Q.  Do  you  £^t  at  this  lower  rate  as  {!;ood  oil  as  you  did  when  getting  it  from  the 
Standard  Oil  Comi>any?— A.  The  majority  of  the  oil  is  better.  We  get  poor  oil 
from  1  district,  near  Oil  City;  each  refiner  has  to  take  his  portion;  that  is  very 
inferior  oil,  black  oil. 

Q.  Does  that  go  through  the  Producers  and  Refiners'  Pipe  Line?— A.  Yes,  it 
does;  about  4,000  barrels  a  month  comes  through  that  line 

8.  Is  it  mixed  with  other  oils? — A.  No;  it  is  delivered  separate. 
.  What  kind  of  oil  did  you  get  through  the  Standard  pipe  lines  before  you 
owned  this  line?— A.  We  ^t  oil  which  was  not  of  as  high  a  grade,  not  as  rich  in 
illuminants  as  we  are  getting  from  the  Producers  and  Refiners'  Line. 

And  paid  practically  5  cents  a  barrel  more  for  pii>ing  than  now? — ^A.  Yes. 
And  the  oil  was  not  of  as  good  quality?— A.  No;  it  was  not. 
(By  Mr.  Kennedy.)  Can  vou  state  what  percentage  of  the  oil  of  Pennsyl- 
vania is  refined  by  the  independent  companies? — ^A.  I  have  not  the  actual  figures 
or  data  at  my  command,  but  I  should  say  about  one-tenth, 

<^.  The  Standard  Oil  Company  refines  all  the  rest  of  it,  90  per  cent  of  it? — ^A.  I 
believe  they  must  have  refined  it  or  shipx>ed  it  abroad. 

S.  And  the  business  is  profitable,  I  suppose,  to  all  these  indei>endent  companies, 
not?— A.  It  has  been  at  times. 

COMPETITION  WITH  THE  STANDARD  IN  FOREIGN  COUNTRIES. 

Q.  (By  Mr.  Phillips.)  Will  you  state  to  the  commissidn  what  method  the 
Standard  Oil  Comx)aiiy  took  to  circumvent  your  markets  abroad,  after  the  laying 
of  the  United  States  Pipe  Line  for  shipping  refined  oil  through  to  New  York  as 
well  as  crude? — ^A.  The  prices  in  our  foreign  markets,  in  Q«i*many  and  Holland, 
were  cut  veiy  low,  so  that  we  were  obliged  to  sell  export  oil  to  the  one  buyer  (we 
have  had  but  the  one  buyer,  Philip  Poth)  very  low;  mfact,  at  ruinous  prices.  It 
was  only  by  the  strictest  economy  that  a  number  of  refineries  were  kept  out  of 
the  hands  of  the  sheriff  durins^  the  crucial  time  that  we  had  in  1893  and  1894. 

Q.  Did  Poth  handle  your  oil  for  a  considerable  length  of  time? — ^A.  He  handled 
it  for  a  number  of  years,  and  until  a  short  time  after  the  Standard  Oil  Company 
purchased  these  other  large  refineries  that  I  spoke  of  a  short  time  ago.  Then  I 
understand  that  the  Standard  of&cials  approached  him  and  told  him  that  we  were 
on  our  last  legs  and  that  he  had  better  get  his  money  out  of  his  stuff  while  he 
could.  They  paid  him  bi^  money  for  his  plant,  and  it  was  turned  over  to  the 
Standard  Oil  Company  entirely;  his  two  sons-in-law  were  retained  in  the  business. 
He  had  promised  by  all  that  was  true  and  good  to  stand  by  the  independent  com- 
panies. We  had  sold  him  refined  oil  away  below  the  cost  of  crude  oil;  but  he  got 
frightened  when  the  Standard  approached  him  in  this  we.y,  and  as  I  say  he  sold 
out.  The  shock  was  so  great  that  he  died  within  2  weeks;  we  then  established 
the  Pore  Oil  Company — that  is,  we  refiners  and  producers — and  have  been  market- 
ing our  own  goods  in  Germany.' 

Q.  Did  they  also  rent  or  buy  the  tankage  abroad,  so  it  was  very  difficult  for 
you  to  dispose  of  all  your  oil? — A.  They  did  some  of  that;  yes. 

Q.  Were  you  compelled  to  build  tankage  and  establish  stations  before  market- 
ing oil  in  Gtermany? — ^A.  We  were  compelled  to  do  so. 

Q.  Has  your  business  there  been  a  profitable  one?— A.  Our  returns  have  been 
very  satisfactory  in  Qermany. 

Q.  What  were  your  profits  while  Mr.  Poth  was  acting  as  your  agent?— A.  There 
was  very  little  in  the  refilling  business,  just  in  marketmg  abroad.  We  sold  him 
oil  f .  o.  b.  New  York. 

Q.  You  did  not  have  any  profits  he  made,  if  he  made  any,  in  Germany? — A. 
Certainly  not;  prices  have  been  good  there. 

But  you  sold  a  good  many  cut  cargoes,  did  you  not?— A.  Yes. 
That  is,  below  cost?— A.  Below  cost,  some. 

Have  you  sold  any  cut  cargoes  since  to  your  agencies  abroad,  in  the  Pure 
Oil' Company? — A.  No. 

Q.  They  are  quite  uniform,  are  they? — A.  Quite  uniform;  yes. 

>  Ck>mpare  Mr.  Lee,  pp.  273,1374;  Mr.  Emery,  p.  617. 
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RELATION  BETWEEN  STANDARD  OIL  COMPANY  AND  THE  INDEPENDENT  COMPANIBS.' 

Q.  A  former  witness  stated  before  this  commission  that  if  the  Standard  Oil 
Company  were  to  offer  the  independent  companies  a  price  far  beyond  the  value 
of  their  plants  they  would  stiU  refuse  to  seU  out.  Is  that  the  feeling  of  the 
independent  companies  of  Pennsylvania?  Would  they  not  sell  for  more  than  the 
value  of  their  plants  if  offered  that  by  the  Standard  Oil  Company?— A.  Now.  if 
you  will  define  that  I  will  answer  you  directly;  do  you  mean  $10  more? 

Q.  There  was  no  specific  sum  named;  it  was  said  they  would  not  sell  to  the 
Standard  even  if  offered  more  than  the  value  of  their  plants. — A.  If  they  were  all 
like  him  they  would  not. 

Q.  Have  the  Standard  people  made  any  attempt  to  purchase  stock  or  circuni- 
vent  these  independent  pipe-line  companies  in  any  way  in  order  to  get  control  of 
them? — A.  Yes;  from  the  suits  that  have  been  in  progress  with  John  J.  Carter 
and  the  Producers'  Oil  Company,  Limited,  it  would  seem  that  is  what  they  are 
trying  to  do. 

Q.  Do  you  remember  the  capital  stock  of  that  comx>any  and  how  much  they 
purchased?— A.  The  capital  stock  is  |600,000.  Mr.  Carter  originall^f  owned  $3,000 
worth  of  stock;  he  purchased  about  $300,000  worth  more.  We  believe  it  was  for 
the  Standard  Oil  Company.  I  can  not  testify  that  it  was,  but  from  all  outward 
appearances  it  looked  that  way. 

Q.  Did  they  attempt  to  get  control  of  this  independent  company  after  pur- 
chasing this  stock? — A.  They  did.  Having  the  majority  of  the  stock,  they  ex- 
pected to  elect  the  managers  of  the  company.  But  the  company,  being  organ< 
ized  in  Pennsylvania  under  the  special  act  of  1874,  called  the  copartnership  law 
or  act,  Mr.  Carter  would  have  to  oe  voted  in  by  a  majority  in  number  and  inter- 
est in  the  Producers'  Oil  Companv  before  he  could  vote  that  stock,  and  our  people 
declined  to  vote  him  in.  He  has  been  in  litigation  with  the  company  for  the  past 
3  years  or  more,  trying  to  get  in.  The  courts  have  finally  decided — ^the  supreme 
court — that  he  was  in  error,  and  that  the  company  must  buy  his  stock  at  the 
appraised  value.  The  appraiser  was  appointed,  and  that  appraising  has  been 
taking  place  for  the  past  5  or  6  months.  They  are  arrivingat  values,  as  the  com- 
pany are  obliged  to  buy  the  stock  that  Mr.  Carter  owns.  He  has  been  voted  into 
a  portion  of  it,  I  believe. 

Q.  Have  they  bought  stock  in  any  other  company? — A.  If  I  remember  cor- 
rectly, they  have  secured  something  hke  $400,000  m  tne  United  States  Pipe  Line. 

Q.  How  much  of  that  stock  has  been  sold,  and  what  is  the  capital? — ^A.  I  believe 
the  capital  is  $2,000,000,  and,  if  I  remember  rightly,  the  stock  that  is  out  is  about 
$1,200,000. 

Q.  Did  they  attempt  to  get  anyone  on  the  board  of  managers  in  the  United 
States  Company? — ^A.  They  have  1  director  in  the  United  States  Company ;  yes. 

Q.  Have  they  recently  been  purchasing  stock  in  that  company? — ^A.  Not  to  my 
knowledge. 

Q.  (By  Mr.  Kennedy.)  That  would  be  a  legitimate  way  of  getting  control  of 
those  companies,  would  it  not? — A,  Yes;  that  is  one  way,  but  perhaps  you  or  I  do 
not  care  to  go  where  we  are  not  wanted;  that  is  the  only  way!  look  at  it;  you  do 
not  desire  to  go  into  a  company  if  you  are  not  wanted  there. 

Q.  If  they  get  control  or  these  companies,  do  you  have  any  idea  they  will  run 
them  at  a  profit  to  the  stockholders? — ^A.  If'  they  would  run  it,  they  would  run 
at  a  profit;  that  is  the  way  they  run. 

TRANSPORTATION  SYSTEM  THE  CAUSE  OP  EXISTING  EVILS. 

Q.  (By  Mr.  Phillips.)  Have  you  any  statement  you  desire  to  make  that  we 
have  not  covered  by  asking  questions? — A.  This  question  of  the  aggregation  of 
capital  is,  of  course,  a  large  one  for  a  small  man  to  handle,  but  I  do  not  fight  the 
Standard  Oil  Company.  It  is  not  my  business  to  fight  them.  I  do  not  believe  the 
Standard  Oil  Company,  with  their  millions,  could  or  would  drive  me  out  of  busi- 
ness, if  I  had  the  same  advantages  (and  that  every  American  citizen  should  have) 
that  they  have  on  the  transportation  lines.  If  they  do  not  have  that  advantage 
over  me,  it  makes  no  difference  how  large  the  company  is;  if  they  are  run  on  right 
lines,  it  matters  little. 

Q.  (By  Mr.  Jenks.)  If  I  understand  you,  then,  the  evils  that  come  from  the 
Stimdard  Oil  Company  would  be  done  away  with  if  the  interstate  commerce  act 
could  be  enforced  in  both  spirit  and  letter? — ^A.  That  is  what  I  mean;  in  short,! 
mean  that  oil  should  be  listed  as  other  freight  is.  And  my  opinion  is  that  it 
would  be  a  ^ood  idea  to  have  a  railroad  examiner  just  as  you  have  a  bank  exam- 
iner for  national  banks.    If  I  have  a  grievance  and  think  Jones  or  the  Standard 

>  See  p.  370:  Mr.  Lee,  p.  270;  Mr.  Archbold,  pp.  677,  578;  Mr.  Phillips,  pp.  588,  680,  606,  686;  Mr. 
Emery,  p.  656. 
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Oil  Comx>aiw  is  getting  cheaper  rates  from  a  common  point  to  Montreal  than  I 
am,  let  me  me  a  complaint  and  have  one  of  these  ei^aminers  investigate  the  books 
of  the  railroad  companies.  It  takes  but  a  moment  to  find  out  where  a  grocery- 
man  or  a  wholesale-oil  man  is  buying  oil.  You  are  not  giving  away  a  man's 
business  by  going  to  a  railroad  company  and  ascertaining  the  freight  rate  and 
che  weight  of  his  oil.  The  customer  is  not  injured.  I  say  that  the  complainant 
should  do  this  because  all  men  are  human,  and  this  is  such  a  big  business  in 
shipping  that  we  might  not  get  justice  even  if  a  commissioner  were  appointed. 

Q.  Do  you  mean  by  that  that  it  would  be  possible  to  buy  up  an  inspector? — 
A.  Yes. 

(J.  Unless  the  complainant  were  to  have  the  privilege  of  going  also? — A.  Cer- 
tainly. There  are  so  few  refineries  that  3  or  4  railroad  examiners  would,  in  my 
mind,  be  sufficient.    Of  course  other  shippers  might  demand  the  same  thing,  but 

1  believe,  the  way  things  are,  conditions  are  such  that  something  of  that  kind  is 
necessary.  It  strikes  me  so,  because  I  do  not  believe  that  we  are  getting  justice; 
and  I  do  not  believe  we  can  get  it  unless  a  thorough  Investigation  is  made. 

Q.  (By  Mr.  Phillips.)  Do  you  think  there  should  be  laws  allowing  the  inspec- 
tion of  freight  passing  over  the  railroads? — ^A.  Yes;  I  do. 

Q.  Have  you  anythmg  further  to  suggest  in  remedial  legislation  for  monopo- 
lies?— A.  I  ao  not  believe  they  are  harmful  when  on  right  lines.  I  believe  that 
illegal  or  illeeptimate  competition  ought  to  be  banished  in  some  way,  whether  by 
legislation  I  do  not  know. 

Q.  (By  Mr.  Jenks.)  By  illegitimate  competition  do  you  mean  special  favors 
shown  by  the  railroads,  and  also  this  special  cutting  of  rates  in  particular  locali- 
ties, of  which  you  have  already  ^^en  us  examples? — ^A.  I  mean  the  cutting  of 
prices  below  cost  of  production.  The  oil  business  and  every  other  business  should 
De  run  on  its  own  merits;  if  the  Standard  Oil  Company,  or  Armour,  or  my  little 
works  can  not  get  trade  by  holding  out  good  goods  and  by  good,  honest  competi- 
tion, by  manly  efforts,  we  are  not  worthy  of  tne  trade;  we  should  certainly  have 
something  that  will  protect  us. 

Q.  (By  Mr.  Ratchford.)  By  honest  competition  do  you  mean  that  every  man 
shall  be  allowed  to  place  his  goods  upon  the  market  with  the  opportunity  to  make 
a  reasonable  profit? — ^A.  Yes;  I  do. 

Q.  (By  Senator  Mallory.)  Do  you  also  mean  that  public  carriers  are  created 
for  a  public  benefit,  and  should  not  be  permitted  to  show  favors  to  one  set  of  pro- 
ducers as  against  another  set? — A.  I  can  write  a  letter  to  Montreal,  (Quebec,  solic- 
iting trade,  for  instance,  and  send  it  for  2  cents.    The  Standard  Oil  Company  pays 

2  cents  for  the  same  kind  of  a  letter.  When  I  ship  a  carload  of  oil  there  that 
weighs  44,000  or  48,000  pounds,  I  pay  freight  on  it  accordingly;  but  from  what  I 
have  seen,  from  what  t  have  told  you  gentlemen,  I  am  satisfied  thAt  their  car 

§oes  through  billed  at  24,000  pounds,  although  it  holds  the  same  quantity  as  mine 
oes.    That  is  what  I  want;  uie  majority  of  comx>anies  maintain  that  that  is  what 
I  deserve. 

AFFIDAVIT. 

State  of  Pennsylvania,  County  of  Venango y  ss: 

I  swear  that  the  statements  made  by  me  of  my  own  knowledge  in  the  foregoing 
report  of  my  testimony  before  the  Industrial  Commission  are  true,  and  that  all 
otner  statements  I  believe  to  be  true. 

(Signed)  Theodore  B.  Westoate. 

Sworn  and  subscribed  before  me  this  7th  day  of  October,  1899. 

[seal.]  Chester  L.  Kerr, 

Notary  PiiWic. 
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Washington,  D,  C,  June  17, 1899. 

TE8TIM0HT  OF  KB.  IL  L.  LOCKWOOD, 

Independent  ail  producer. 

The  commission  met  at  10.55  a.  m.,  Vice-Chairman  Phillips  presiding.  Mr. 
M.  L.  Lockwood,  being  duly  sworn  as  a  witness  upon  the  subject  of  the  oil  indns- 
try,  testified. 

Q.  (By  Mr.  Jbnks.)  Will  you  kindly jnye  us  yonr  name  and  address?— A.  M.L. 
Lockwood,  Zelienople,  Butler  County,  Pa. 

.  What  is  your  connection  with  the  oil  business? — ^A.  I  am  an  oil  producer. 

.  For  how  long  a  time  have  you  been  in  that  business? — ^A.  Since  1865. 

.  Are  you  an  oil  refiner  also? — ^A.  No. 

.  You  nave,  I  believe,  a  statement  ready  to  make  to  the  commission.    If  voa 

kindly  give  us  that,  we  will  afterwards  ask  any  questions  that  seem  desirable. 

Mr.  Chairman  and  Gentlemen  of  the  Industrial  Commission: 

Robert  Lockwood  came  from  England  with  Winthrop  in  1630.  One  hundred 
and  fortv-seven  of  his  descendaats,  one  of  whom  was  my  great-grandfather,  par- 
ticipated on  the  side  of  the  colonies  in  the  war  of  the  Revolution.  I  refer  to  this 
that  there  may  be  no  question  as  to  my  Americanism. 

It  seems  to  me  as  though  this  reference  is  proi>er  from  the  fact  that  it  has 
become  the  custom  of  the  monopolistic  classes  and  all  those  who  are  fawning  for 
favors  at  their  hands  to  stigmatize  as  anarchistic  and  un-American  any  expression 
not  in  harmony  with  the  present  monopolistic  condition  of  affairs. 

I  am  a  native  of  the  State  of  New  York.  I  left  the  farm  in  Erie  County  of  that 
State  in  1865  and  went  to  the  oil  re^^ons  of  Pennsylvania,  and  have  been  engaged 
in  the  work  of  producing  oil  ever  smce. 

EARLY  railway  DISCRIMINATIONS. 

Away  back  in  the  latter  part  of  the  sixties  some  of  the  refinery  men  in  the  oU 
regions  who  did  not  have  tne  ear  of  the  railway  managers  were  unable  to  get  a 
freight  rate  over  the  railroads  that  would  enable  them  to  sell  their  oil  in  New  York 
and  the  export  cities  at  a  profit.  They  were  obliged  to  sell  the  refined  oil  to  the 
men  who  afterwards  helped  to  create  the  Standard  Oil  Company,  for  these  men 
even  at  that  early  date  seemed  to  have  an  advantage  in  freight  rates  that  enabled 
them  to  market  oil  at  a  profit  when  no  one  else  could. 

The  facts  which  I  shall  present  to  you  I  desire  not  to  be  construed  as  against 
men,  for  I  believe  that  the  Standard  Oil  people  are  no  better  or  worse  than  any 
other  set  of  men  would  be,  armed  as  they  have  been  with  practically  exclusive 
advantages  over  the  railways  of  the  country.  But  the  facts  which  I  shall  present 
to  you  I  desire  to  be  construed  against  an  accursed  system  of  railway  discrimina- 
tions which  has  made  this  great  curse,  the  Standard  Oil  Trust  monopoly,  a  possi- 
bility—against a  system  that  has  enabled  the  Standard  Oil  Company  people  to 
drive  into  obscurity,  bankruptcy,  or  servitude  the  men  whose  energy  and  enter- 
prise developed  the  great  oil-producing  and  refining  industry  of  Ajnerica,*  for 
before  the  lighting  curse  of  railway  discrimination  was  turned  agninst  the  oil 
refinery  men  thev  prospered  and  grew  rich  in  the  refining  business.  They  doubled 
the  capacity  of  tneir  refineries,  adopted  new  and  better  processes,  and  were  going 
forward  in  a  business  that  promised  much  for  themselves  and  their  descendants. 

But  when  the  conspiracy  between  the  Standard  Oil  Company  people  and  the 
railways  was  consummated  all  men  not  included  within  the  favored  few  were 
condemned  to  financial  obscurity  or  ruin.  No  business  ability  however  great,  no 
better  process  however  superior,  could  triumph,  when  the  highways  over  which 
you  must  go  to  market  were  closed  against  you  and  manipulated  in  the  interest 
of  your  competitors. 

As  long  as  there  were  open  and  equal  rates  over  the  highways  of  the  country, 
many  growing  and  prosperous  refineries  were  built  at  every  favorable  point— at 
Franklin,  Reno,  Oil  City,  Rouseville,  Petroleum  Center,  Pioneer,  Titusville,War- 
ren,  Pittsburg,  Cleveland,  and  Corry,  The  competitive  contest  in  the  business 
forced  hundreds  of  the  best  minds  to  the  study  of  better  and  more  economic  proc- 
esses in  refining,  and  the  most  rapid  strides  were  made  in  perfecting  and  cneap- 
ening  cost. 

Many  refinery  men  made  many  buyers  of  crude  oil,  and  the  producer  selling  his 
oil  in  the  competitive  market  was  enabled  to  obtain  a  fair  share  of  the  profit  in 
the  business.  The  consumer  buying  his  oil  from  comi)etitive  sellers  was  enabled 
to  receive  the  benefit  of  each  ana  every  economy  in  the  process  of  producing  and 
refining  petroleum. 

1  kiee  Mr.  Archbold,  p.  553. 
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THE  SOUTH  IMPROVEMENT  COMPANY  CONTRACT. 

In  1872  the  men  who  had  been  intrusted  with  the  management  of  the  highways, 
the  railways  of  the  country,  understood  so  imperfectly  their  duty  as  common  car- 
riers to  the  public  that  they  entered  into  a  contract  with  the  men  who  afterwards 
created  the  Standard  Oil  Company.  This  contract  was  known  as  the  South 
Improvement  Company  contract,  and  was  between  a  corporation  of  that  name 
and  five  trunk  rauways— aU  of  the  railways  that  entered  the  oil  regions  of 
Pennsylvania. 

This  contract  provided  that  the  railways  should  increase  the  freight  to  about 
double  what  they  had  been  charging  on  all  oil  shipped;  that  they  should  pay 
back  in  rebate  to  the  South  Improvement  Company  an  amount  about  equal  to  said 
increase  of  freight  rates;  that  they  should  pav  to  the  South  Improvement  Com- 
pany a  like  rebate  on  sdl  of  the  oil  that  anyboay  and  everybody  else  shipped;  that 
they  should  make  any  other  change  in  freight  rates  necessary  to  insure  the  South 
Improvement  Company's  success  in  business.  This  contract  provided,  in  sub- 
stance, that  they  should  break  up  and  destroy  all  refinery  men  outside  of  the  South 
Improvement  Company  by  high  rates  of  freight;  and  that  they  were  to  keep  watch 
and  report  to  the  South  Improvement  Company  all  the  business  and  shipments 
which  any  of  these  outside  refineries  should  make  J 

Now,  Mr.  Chairman  and  gentlemen,  I  desire  here  to  say  that  everything  that 
the  railway  companies  publicly  contracted  to  do  for  the  South  Improvement 
Company  in  1872,  the  railway  companies  have  since  secretly  and  persistentlv 
done  for  the  benefit  of  the  Standard  Oil  people,'  as  I  will  prove  to  you.  I  shaU 
prove  it,  too,  in  the  face  of  the  fact  that  whenever  any  of  the  Standard  Oil  Com- 
pany's people  or  their  agents  or  the  railway  i)eople  who  knew  the  facts  have 
been  subpoenaed  to  testify  they  have  almost  invariably  refused  to  answer,  shield- 
ing themselves  behind  that  provision  of  law  which  provides  that  you  shall  not 
force  a  man  to  testify  to  that  which  will  convict  him  of  a  crime. 

The  men  who  developed  the  oil  regions  of  Pennsylvania  were  of  the  best  fami- 
lies of  the  Republic.  The  ancestors  of  many  of  them  helped  to  win  our  inde- 
pendence as  a  nation,  and  when  the  provisions  of  the  contract  of  the  South 
Lnprovement  Company  became  known,  it  created  such  a  furore  in  the  oil  regions 
as  nas  seldom  been  seen.  Men  saw  the  principles  of  equal  rights  destroyed,  the 
highways  over  which  their  products  must  go  to  market  being  in  the  hands  of  a 
set  of  brigands,  who  had  pledged  themselves  to  rob  the  people  of  an  average  of 
more  than  |1  a  barrel  on  sill  the  oil  they  produced,  and  give  it  to  the  18  men  who 
constituted  the  South  Improvement  Company. 

The  public  press  of  the  oil  regions  at  that  time  had  not  yet  been  subsidized 
and  it  gave  the  alarm.  Men  came  together  and  consulted,  meetings  were  called, 
and  the  more  that  was  learned  of  the  provisions  of  the  South  Improvement  Com- 
pany contract  the  more  awful  the  crime  which  was  attempted  against  the  rights 
of  the  people  developed  to  be.  Mass  meetings  at  Franklin,  Oil  City,  TitusviUe,  and 
Parkers  were  attended  by  thousands.  Men  determined  that  if  the  railways  were 
to  be  used  to  destroy  the  great  American  right  of  equality  they  would  have  no 
railways,  they  would  tear  up  their  tracks  anof  bum  their  bridges. 

SOUTH  IMPROVEMENT  COMPANY  CHARTER  REVOKED. 

The  railway  companies  became  alarmed.  A  committee  of  the  producers  and 
refiners  went  "before  the  legislature,  then  in  session  at  Harrisburg,  and  secured 
the  repeal  of  the  charter  of  the  South  Improvement  Company.  The  railway 
officials  made  fair  promises  to  give  everybody  equal  rates,  and  the  producers  and 
refiners,  thinking  that  they  had  won  a  victory  and  their  rights  would  be  respected, 
went  about  their  business.  "*  Right  here  I  desire  to  state  that  the  battle  of  the 
producers  in  the  oil  regions  has-^een  continuously  and  persistently  conducted 
upon  that  same  principle.  They  asked  no  favors  beyond  this,  that  they  should  be 
accorded  equal  rights  over  tp^  highways  of  the  country. 

But  it  soon  became  apparent  that  the  railway  companies  were  not  keeping  faith; 
that  in  fact  they  were  doing  for  the  Standard  Oil  Company  people  secretly  just 
what  they  had  publicly  contracted  to  do  for  the  South  improvement  Company. 
The  independent  refiners  were  fast  being  driven  to  the  wall,  while  there  was 
evidence  of  the  greatest  pro8i)erity  among  the  Standard  Oil  i)eople*B  refineries. 
Very  few  of  the  facts  of  this  period  have  leaked  out,  as  when  the  Standard  Oil 
Company  people  or  the  railroad  people  who  knew  the  inside  facts  were  subpcBnaed 

iPor  a  copy  of  this  contract  see  the  report  of  the  Hepburn  committee  of  New  York,  pages  418 
to  451;  or  Fiftieth  Congress,  first  session.  House  Reports,  vol.  9,  pp.  867-361.  A  part  of  It  is 
reprinted  in  this  Yolum^e,  pp.  610-^16. 

•See p. 400;  Mr.  Archbold, p. 553;  Mr. Boyle. pp. 421-423;  Mr. Emery, p  615. 

s  See  producers  and  refiners'  contract,  p.  449,  Hepburn  committee  report;  or  Fiftieth  Congress, 
first  session,  House  Reports,  vol.  9,  p.  961.    It  is  reprinted  in  this  volume,  p.  640. 
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do  not  believe  that  at  that  time  the  American  Transfer  Ck)mpany  had  over  $60,000 
invested  in  all  their  pipe-line  system,  and  yet  in  2  months  they  received  in  rebate 
from  the  Pennsylvania  Railroad  Company  alone  $68,753.50.  I  remember  what  a 
hard  time  we  had  in  keeping  alive,  financially,  the  old  Atlantic  Pipe  Line  Com- 
pany. The  American  Transfer  Companv  was  paying  a  little  more  for  oil  at  the 
wells  than  we  conld  get  for  it  after  we  had  piped  it  and  loaded  it  on  the  cars.  I  can 
imagine  now  how  financially  easy  the  old  Atlantic  Pipe  Line  Company  wonld  have 
been  if  the  Pennsylvania  Railroad  Company  had  poured  into  its  coffers  $80,000  or 
$40,000  a  month.  Jtemember,  this  $68,758.50  was  from  the  Pennsylvania  Railroad 
alone.  What  the  Erie  and  the  New  York  Central  were  pa3ring  then  I  do  not 
know,  for  there  is  no  record;  but  men  who  have  studied  the  evidence  in  the 
Hepburn  committee's  report  claim  that  the  evidence  shows  that  the  5  trunk  rail- 
ways paid  to  the  Standard  Oil  Company  people  $11,000,000  in  rebates  in  16  short 
months.'  Reverse  these  conditions  and  the  Atlantic  Pipe  Line  Company  would 
have  driven  the  American  Transfer  Company  into  bankruptcy  just  as  the  Atlan- 
tic Pipe  Line  Company  was  driven.  Railway  discrimination  means  ruin  to  any 
enterprise  that  is  discriminated  against,  and  it  means  monopoly  for  any  enter- 
prise discriminated  for. 

DESTRUCTION  OF  INDEPENDENT  PIPE  LINES. 

Upon  the  question  of  the  destruction  of  these  independent  pipe  lines,  Mr.  W* 
T.  Snidey,  testifying  before  the  Hepburn  committee,  said,  in  answer  to  a  question 
as  to  whether  the  Hunter  and  Cummings  Pipe  Line,  which  was  one  of  these  inde- 
pendent lines,  was  shut  out  of  the  market:  '*  Yes,  sir;  they  were  shut  out  of  the 
market  practically."*  The  history  of  the  Hunter  and  Cummings  Pipe  Line  was 
the  history  of  all  the  independent  pipe  lines  in  the  oil  regions.  By  railway  dis- 
crimination they  were  practically  shut  out  of  the  market.  Concerning  the  effect 
which  the  Rutter  circular — providing  for  a  rebate  for  certain  pipe-line  compa- 
nies— ^had  upon  all  the  pix>e  lines'  not  in  the  United  (Standard)  Pipe  Line  pool, 
Mr.  E.  G.  Patterson  testified  before  the  Hepburn  committee  as  follows:  (Ques- 
tion.— "  To  whose  benefit  dia  the  20-cent  rebate  provided  for  in  the  Rutter  circu- 
lar inure?  "  Answer. —*  *  Entirely  to  the  United  (Standard)  Pipe  Line.  The  result 
of  it  was  that  the  United  Pipe  Lines  absorbed  80  pei  cent  of  the  20  lines  that  were 
then  in  existence  in  the  country."  *  To  which  I  desire  to  add  that  they  ultimately 
absorbed  them  all.  The  testimony  before  the  Interstate  Commerce  Ck)mmission 
in  the  Titusville  and  Oil  City  independent  cases  goes  to  prove  that  the  railways 
had  turned  their  terminal  facilities  for  the  transfer  of  oil  from  the  cars  to  the  sea- 
board in  New  York  over  to  the  Standard  Oil  Company,  so  that  the  independent 
oil  refiners  could  not  use  their  tank  cars  in  transferring  oil  to  the  seaboard,  and 
had  to  ship  their  export  oil  all  in  barrels.^ 

Q.  (By  Mr.  Jenks.  )  Do  you  recall  the  date  of  these  cases? — A.  They  were  about 
1878  and  1879.  Then  came  the  discrimination  against  barrel  shippers  and  in  favor 
of  tank  shippers  and  in  the  interest  of  and  for  the  benefit  of  the  Standard  Oil 
Company,  and  when  the  Interstate  Commerce  Commission  ordered  the  railway 
companies  to  stop  this  discrimination  they  ignored  the  order.*  The  evidence  goes 
to  prove  that  the  railway  companies  adopted  a  system  of  false  billing  in  the  inter- 
est of  the  Standard  Oil  Company  and  against  the  independent  refiners.  The 
evidence  further  ^oes  to  prove  that  after  the  independent  oil  refiners  had  spent 
many  years  in  building  up  a  trade  for  their  oil  in  the  New  England  States  the 
railway  companies,  in  the  interest  of  the  Standard  Oil  Company,  put  up  the 
railroad  rates  to  New  England  to  the  independent  refiners  and  snut  them  entirely 
out  of  that  market.  The  work  of  years  was  destroyed  in  an  hour  by  an  act  of 
these  railway  conspirators.* 

All  of  this  evidence,  hundreds  and  hundreds  and  hundreds  of  pages  of  it,  goes 
to  prove  without  a  shadow  of  a  doubt  that  the  railway  companies  all  through 
these  years  were  doing  for  the  Standard  Oil  Company  secretly  just  what  they 
had  publicly  contracted  to  do  for  the  South  Improvement  Company  in  1878.'* 

NO  REMEDY  FOR  RAILWAY  DISCRIMINATION  IN  THE  COURTS. 

Now,  what  is  the  remedy?  There  is  practically  no  remedy  in  the  courts.  They 
are  too  slow  and  expensive.  These  great  railway  combinations,  in  cooperation 
with  the  trust  organizations,  can  ''razoo"  a  man  up  and  down  through  the 
courts,  from  one  to  another,  for  10  long  years,  until  he  is  financially  exhausted 
and  his  business  ruined.     Why,  gentlemen,  the  Cox  case,  which  related  to 

» See  Mr.  Lee,  pp.  264, 287;  Mr.  Archlwld,  pp.  514-516;  Mr.  Emery,  pp.  660, 661. 
« Hepburn  Committee  Report,  p.  2794. 

*  Hepburn  Committee  Report,  p.  1893. 

*  Titusville  and  Oil  City  Independent  Cases,  p.  30. 

*  See  Interstate  Commerce  Commission's  Report,  1888,  concerning  tank  and  barrel  rates  on  oil. 
«  Titusville  and  Oil  City  Independent  Cases,  pp.  283,  284.    See,  also,  in  this  volume,  pp.  374-377. 

»  See  Mr.  Archbold,  p.  663. 
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anthracite  coal  shipments,  with  all  the  power  and  influence  of  the  Interstate 
Commerce  (Commission  behind  it,  has  been  before  the  courts  for  11  lon^f  years, 
and  is  yet  unfinished.  This  evidence  goes  to  prove  that  these  railway  discrimi- 
nations and  favoritism  were  continued  in  favor  of  the  Standard  Oil  Company 
and  against  the  independent  refiners  even  after  the  interstate  commerce  law  was 
ax)on  the  statute  booKS.' 

Now,  then,  in  the  face  of  all  the  wrongs  which  I  have  enumerated  to  yon,  the 
Oil  Producers*  Council,  a  body  elected  from  the  different  producing  districts, 
began  criminal  action  in  1879  against  the  Standard  Oil  Company  and  the  Penn- 
sylvania Railroad  for  conspiracy  against  the  public.  This  action  was  brought  in 
the  courts  of  Clarion  County,  Pa.  The  case  was  brought  in  the  names  of  Col. 
J.  A.  Verra  and  myself.  The  case  was  prepared  at  enormous  labor  and  expense. 
The  evidence  was  at  hand  to  prove  the  facts,  some  of  the  conspirators  were  before 
the  court  and  the  jury,  with  almost  a  certainty  that,  with  the  evidence  at  hand, 
they  would  be  convicted  and  sent  to  the  penitentiary  to  pay  the  penalty  of  their 
crime;  and  then  3  members  of  the  supreme  court  of  Pennsylvama  took  original 
jurisdiction  in  these  criminal  cases  and  took  the  indicted  conspirators  away  from 
the  courts  of  Clarion  County  and  hnng  the  case  up.' 

The  late  Franklin  B.  Gowen,  a  man  of  great  integrity  and  ability,  who  was  a 
member  of  the  constitntional  convention  of  Pennsylvania  in  1873,  said  before  a 
committee  of  Congress  here  in  Washington:  ''That  if  that  constitutional  con- 
vention did  anything  effectually  it  was  when  it  took  original  jurisdiction  in 
criminal  cases  away  from  the  supreme  court  of  the  State."  Ana  yet  when  the 
men  who  had  entered  into  a  conspiracy  to  monopolize  the  great  oil  producing 
and  refining  industries  of  that  State  had  been  indicted  and  were  before  a  jury  of 
their  peers,  we  find  members  of  the  supreme  court  ready  to  stretch,  aye,  violate, 
the  constitution  in  order  to  protect  them  from  just  punishment.  The  producers 
and  refiners,  exhausted  and  impoverished,  fighting  for  their  right  to  do  business 
in  this  free  country,  found  not  only  the  railway  companies,  in  league  with  the 
Standard  Oil  Company,  t^inst  them,  but  members  oi  the  supreme  court  ready 
to  do  the  bidding  of  the  Pennsylvania  Railroad  and  the  Standard  Oil  Company 
and  protect  indicted  conspirators  from  just  punishment  for  their  crimes. 

R^td  the  record  of  the  Matthews  case  ^  against  the  Standard  Oil  people  for  con- 
spiracy to  blow  up  his  refinery  and  ruin  his  business.  Read  the  evidence  of  Mat- 
thews; read  the  evidence  of  his  partner,  whom  they  had  bribed  and  debauched  to 
betray  his  associate.  Read  the  evidence  of  this  man,  whom  they  had  spirited 
about  from  the  Atlantic  to  the  Pacific,  keeping  him  under  cover,  under  an  assumed 
name,  at  Boston  and  elsewhere — ^keeping  him  under  cover  for  four  long  years,  that 
his  evidence  might  not  be  had  by  the  courts;  keeping  him  until  the  load  of  crime  in 
his  heart  became  too  great  for  him  to  bear,  and  conscience  forced  him  to  go  back  to 
Buffalo  and  confess  to  Matthews.  Note  how  Matthews,  struggling  with  x)0verty, 
yet  determining  that  justice  should  be  done,  had  spent  the  few  remaining  thou- 
sands he  had  left  in  these  litigations,  and  how  finally  his  little  refinery  was  forced 
into  the  hands  of  a  receiver,  and  he  was  financially  ruined.  Read  it  all,  for  I  say 
to  you  that  no  honest  man  can  read  the  record  of  his  case  without  feeling  that 
there  was  a  crime  committed  against  the  State.  And  that's  not  all.  Matthews 
had  verdicts  for  $270,000  against  the  Standard  Oil  Company  people  in  his  civil 
damage  cases,  and  the  creditors  of  Matthews,  under  this  receivership,  had  to  settle 
these  $270,000  verdicts  for  $17,300.*  And  this  is  not  all.  These  great  monopolies 
and  the  political  bosses — who  are  but  the  creatures  and  servants  and  instruments 
of  these  ^eat  monopolistic  combines — these  bosses  secure,  in  my  opinion,  nomina- 
tions of  judges,  and  then,  through  the  help  of  the  party  machinery  and  a  liberal 
supply  of  corruption  funds,  succeed  in  electing  them;  and  there,  in  our  higher 
courts,  men,  elected  by  corruption  funds,  sit  to  dispense  their  kind  of  justice  to 
the  American  people. 

The  remedy  is  not  in  courts.  You  can  not  reach  these  fellows  in  the  courts. 
They  will  circumvent  you.  They  will  break  up  any  man  who  honestly  attempts 
to  bring  them  to  judgment.  The  thought  is  fast  becoming  fixed  in  the  minds  of 
the  common  people  that  these  great  railway  combinations,  extending  as  they  do 
from  the  Atlantic  to  the  Pacific  and  from  Canada  to  the  Gulf,  these  great  com- 
binations of  corporate  capital,  are  gradually  packing  our  higher  courts  with 
men  who  will  do  their  bidding,  or  rather  with  men  who  are  in  symi)athy  with 
the  present  monopolistic  condition  of  things. 

THE  INTERSTATE  COMMERCE  ACT. 

Now,  then,  in  1878  the  producers  of  petroleum  in  Pennsylvania  had  the  old 
Anglo-Saxon  confidence  in  the  justice  of  the  courts  and  in  the  power  and  omnipo- 

iSeeMr.Archbold,  p.  553;  Mr.  Boy lo,  pp.  U7,426;  Mr.  Emery,  p.  662.    »  See  Mr. Archbold,  pp.  665, 666. 
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» 
tency  of  the  law.  If  we  conld  get  a  law  enacted  by  Congress  prohibiting  railway 
discriminations  we  thought  then  there  would  be  no  more  trouble*  We  paid 
$1 ,000  to  a  retired  railway  attorney  of  great  ability  to  draft  us  an  antidiscrimina- 
tion ndlway  bill.  The  conditions  were  that  it  should  be  such  a  bill  that  when 
enacted  into  law  the  railroad  companies  could  not  drive  a  train  of  cars  through  it. 
I  shall  never  forget  the  report  which  that  committee  made  when  they  came  oack 
without  bringing  that  bill  from  Washington.  Thev  found  Judge  Reagan,  of 
Tex2is.  chairman  of  the  Committee  on  Conunerce,  and  took  the  bill  to  him.  He 
read  it  over  and  said:  '*  Well ,  my  God !  this  is  just  what  we  need  down  in  Texas.** 
You  all  know  what  a  magnificent  fight  Reagan  and  the  friends  of  that  measure 
made  in  Congress  for  its  passage.  We  always  thought  that  the  CuUom  amend- 
ment in  the  Senate  very  much  weakened  it,  but  at  last  it  was  passed,  and  we  had 
the  interstate-commerce  law.  But  do  yon  know  that  these  great  railway  and 
trust  combinations  do  not  seem  to  care  any  more  for  that  law  than  though  it 
was  not  xipon  the  statute  books?  On  every  subterfuge  they  evade  and  violate  it. 
If  they  can  conteol  the  appointment  of  Attorneys-General  and  Supreme  Court 
judges  they  do  not  care  what  the  law  is.  They  have  become  bigger  than  the 
GK)vemment  itself.  They  dare  to  threaten  the  Interstate  Commerce  Commission 
and  ignore  its  orders,  and  that  commission  of  this  great  Government  seems  ik>w- 
erless  to  perform  the  duties  provided  for  it  in  the  law  that  created  it. ' 

Four  or  five  years  ago  the  Atchison,  Topeka  and  Santa  Fe  Railroad  went  into 
the  hands  of  a  receiver,  and  about  the  first  thing  the  receiver  found  out  was  that 
the  officers  of  the  road  had  paid  out  over  $7,000,000  in  rebates  to  trusts,  monopolies, 
and  favored  shippers.  And,  while  this  was  a  State  prison  ofFense,  there  did  not 
seem  to  be  any  disposition  on  the  part  of  the  Attomey-G^eneral  of  the  Unit^ 
States  to  bring  these  great  criminals  to  judgment.  These  great  railway  combi- 
nations and  monopolistic  organizations  seem  to  overshadow  the  Government  and 
direct  and  control  the  action  of  its  officials. 

(j.  (By  Senator  Malloby.)  Was  not  that  before  the  passage  by  Congress  of  the 
law  which  subjected  the  party  who  received  a  rebate^  to  liability  under  its  provi- 
sions and  whicn  bound  all  parties  concerned  in  the  rebate  business?-^A.  it  was  at 
the  time  the  Santa  Fe  road  failed,  in  1893-94,  long  after  the  interstate-commerce 
law  was  in  operation. 

Behind  the  power  of  railway  discrimination  the  Standard  Oil  Company,  the 
Sugar  Trust,  the  Steel  Combination,  the  Bi^  Four  Beef  Combination,  and  the  rest 
of  these  trust  organizations  feei  so  secure  in  their  power  to  throttle  competition 
and  plunder  the  producers  and  consumers  of  America  that  the  stock  of  tneee  com- 
panies, some  of  it  from  50  to  90  per  cent  water,  is  selling  to-day  at  from  dOO  to  400 
cents  on  the  dollar. 

THB  CASB  OF  QEOBOE  RICE,  OF  MABIBTTA. 

The  greatest  battle  in  the  record  of  time  has  been  fought  by  George  Rice,  of 
Marietta,  Ohio,  for  the  right  to  do  the  business  of  his  choice  in  this  free  country. 
What  is  the  record  in  that  case?  In  the  latter  part  of  the  70's  tlie  railway  man- 
agers, In  order  to  cripple  Rice  in  the  interests  of  the  Standard  Oil  Company, 
doubled  the  freight  on  oil  at  Marietta,  where  Bice's  refinery  was.  But  the  raise 
was  only  on  oil;  no  other  freight  was  raised.  It  was  also  only  at  Marietta.  Ten 
miles  below,  at  Parkersburg,  on  the  Ohio  Biver,  the  Standard  Oil  Company  had 
a  refinery,  and  the  rate  was  not  raised  on  oil  from  there,  nor  was  it  raised  at 
Wheeling,  above  Marietta.  The  railroads  raised  the  rate  on  Rice's  oil  at  Mari- 
etta, but  no  raise  was  made  anywhere  else.  There  is  evidence  to  prove  this 
statement.  * 

What  further?  The  railroads  over  which  Rice  had  been  shipping  to  the  south- 
em  markets  raised  the  rate  to  him  from  29  to  312  per  cent  over  and  above  what 
the  Standard  Oil  Company  had  to  pay.  Finally  they  refused  to  give  Bice  any 
rates  at  all.' 

What  further?  The  railroads  paid  the  Standard  Oil  Company  rebates  on  the 
oil  that  Rice  8hipx)ed.^ 


1  For  the  evidence  to  prore  these  statements,  see  Proceedings  before  the  Interstate  Commerco 
Commission  in  the  Titusville  and  Oil  City  Independent  cases,  pages  2S6  and  287.  See  also  Com- 
plaint of  the  Interstate  Commerce  Commission  to  the  Unitea  States  circuit  court  in  the  Cox 
case.    See  also  Contentions  of  Bailroad  Companies  in  the  Rice  case,  page  2  of  their  brief. 

<  See  report  of  the  committee  of  the  Ohio  legislature  on  railroad  freights,  pages  5,  41,  42, 124, 
141,  les^  106,  and  170. 

>  See  testimony  in  the  Rice  case  before  the  Interstate  Commerce  Commission,  numbers  51-60, 
pages  147, 148,  and  140.    See  also  Rice's  complaint,  page  0. 

*Bee  the  report  of  the  committee  of  Congress  on  trusts  in  1888, pages  67S,  670, 577, 578, and  683. 
See  also,  in  the  present  volume,  Mr.  Archboid,  p.  660;  Mr.  Rice,  pp.  70O-709 
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Q.  (By  Mr.  Kenniedy.)  How  much?— A.  I  have  given  yon  the  reference  so  yon 
can  tell.    I  did  not  go  into  that. 

What  further?  The  railroad  companies  discriminated  against  Rice  in  favor  of 
the  Standard  Oil  Company  to  an  amount  equal  to  $199  per  car  on  cars  carryinar 
lOObarrelsJ  * 

I  hope  I  am  not  asking  too  much  when  I  ask  the  members  of  this  commission 
to  read  these  48  pages  ^  giving  the  history  of  G^eorge  Rice*s  exertions  to  do  busi- 
ness over  these  American  railways.  Every  statement  therein  made  is  supported 
by  sworn  evidence  before  the  Interstate  Commerce  Commission,  before  the  courts, 
and  State  and  national  investigating  committees.  When  you  have  read  this 
report  of  crime  and  seen  how  the  rignts  of  American  citizens  are  destroyed  by 
these  railway  companies,  I  would  suggest,  and  I  think  it  proper,  that  when  John 
D.  Rockefeller  appears  before  you,  you  ask  him  whether,  if  the  railway  com- 
panies had  treated  him  as  they  did  George  Rice,  he  thinks  that  he  could  have 
succeeded  in  business. 

Q.  (By  Senator  Mallory.)  What  is  thatTref erring  to  book  in  witness's  hand]? 
What  book  is  that?— A.  Three  chapters  of  H.  D.  Lloyd's  great  book  called  Wealm 
17.  Commonwealth. 

It  does  not  seem  possible  that,  under  this  great  Government,  based  upon  the 
doctrine  of  the  emal  rights  of  man,  such  outrages  could  be  possible.  Yet  this 
great  Government,  through  its  Congress  and  its  commissions,  seems  xx>werless  to 
prevent  the  wrongs  which  I  have  enumerated. 

THE  REMEDY   FOR  RAILWAY  DISCRIMINATION. 

What  is  the  remedy?  Take  the  railroads  away  from  the  corporations;  make 
them  public  property;  let  the  Government  own  and  run  them;  make  them  high- 
ways over  which  the  people  can  go  to  market  upon  even  terms.  The  $11 ,000 ,000 ,000 
of  capital  combined  in  tne  railways  of  the  Republic,  organized  under  joint  tariff 
and  passenger  associations,  has  throttled  the  law  of  competition  and  constituted 
one  gigantic  railway  trust,  controlling  the  highways  of  the  people,  dictating  who 
shall  and  who  shall  not  do  the  business  of  the  country,  and  condemning  tMs  man 
to  poverty  and  that  man  to  riches.  The  holders  of  this  $11,000,000,000  of  capital, 
with  those  holding  the  capital  of  the  trusts  and  monopolies,  have  constituted 
themselves  the  political  dictators  of  this  country.  They  fui'nish  millions  of  dol- 
lars for  corrupt  political  campaign  purposes.  They  assume  to  own  the  votes  of 
all  the  men  in  their  employ,  and  he  who  becomes  politically  obnoxious  to  them  is 
blacklisted  and  turned  out  to  starve  or  to  hunt  a  new  occupation.  Shrewd  poli- 
ticians, backed  by  this  combination  of  capital  and  this  power,  have  constituted 
themselves  political  bosses.  These  political  bosses  are  but  the  creatures  and 
servants  ana  instruments  of  this  great  corporate  power,  and  these  bosses  are  dic- 
tating the  nominations  of  legislators,  Congressmen,. Senators,  and  judges  satis- 
factory to  their  masters.  In  this  way  they  are  controlling  legislation  and  escap- 
ing punishment  for  their  crimes.  It  takes  a  strong  man,  Mr.  Chairman,  well 
anchored  in  the  confidence  and  affections  of  his  people,  to  triumph  politically 
against  this  combined  capital  and  power,  and  just  in  proportion  as  these  great 
trust  combinations  are  enabled  to  absorb  the  wealth  produced  by  the  people  and 
Impoverish  them,  just  in  that  proportion  will  the  people  become  subservient  and 
cowering,  because  the  fear  of  hunger  for  wife  and  babies  makes  cowards  of  us 
all.  Can  the  Republic  survive  with  these  railways  in  the  hands  of  corporations 
which  are  fastening  these  monopolies  upon  us?  These  corporations,  in  justifica- 
tion of  their  management  of  the  highways  of  the  x>eople,  tne  railways,  set  forth 
that  they  are  moving  the  freight  of  this  country  cheaper  than  the  freight  of  any 
other  country  upon  the  globe.  True;  but  out  of  their  own  mouths  they  convict 
themselves  of  a  great  crime.  I  hold  in  my  hand  a  receipted  freight  bill  for  the 
shipment  of  a  carload  of  oil-well  supplies  from  Harmony,  Pa.,  to  Unity, Pa.,  a 
distance  of  49  miles.  The  cost  was  $46.60  for  this  carload  of  16  tons,  or  $2.91  a 
ton  for  the  49  miles,  or  $0.0593  per  ton  per  mile.  I  have  freight  bills  showing 
that  I  have  paid  $0.0432  per  ton  per  mile  in  carload  lots.  A  large  percentage  of 
the  freight  of  the  American  x>eople  is  moved  in  less  than  carload  lots.  I  have  here 
receipted  freight  bills  for  1  and  2  ton  lots,  and  I  find  that  I  paid  $0.1357  per  ton 
per  mile. 

Q.  (By  Mr.  Jenks.)  Have  you  any  evidence  to  show  that,  over  the  same  road 
for  the  same  distance  and  the  same  kind  of  freight,  any  lower  rate  has  been  given 

*  See  exhibit,  page  582,  report  of  the  Fiftieth  Congress  on  combinations  and  trusts. 

*  H.  D.  Lloyd,  wealth  v.  Commonwealth. 


392  HEARINGS   BEFORE   THE    INDUSTRIAL  COMMISSION. 

to  anybody  else? — A.  No;  I  have  not.  It  is  a  small  matter  and  1  am  only  shipping 
occasionidly,  yon  know.  A  larse  percentage  of  the  freight  of  the  count^  is 
shipped  by  men  who  ship  a  car  tnis  month,  a  car  next  montn,  etc. 

O.  These  freight  Dills  are  for  fifth  and  sixth  class  freight,  which  I  think  oil- 
well  supplies  are.  Does  not  everybody  pay  the  same  freight? — ^A.  For  small  ship- 
ments I  snpx>06e  they  do.  Now.  statistics  show  that  all  the  freight  of  this  country, 
including  everything,  is  moved  at  the  average  rate  of  $0.0085  per  ton  per  mile. 
These  facts  convict  the  railroad  managers  of  a  great  wrong,  for  these  freight  bills 
show  that  the  people  are  being  robbed  for  the  oenefit  of  the  stockholders  of  the 
raUroads;  and  the  statistics  show  that  the  stockholders  of  the  railroads  are  being 
robbed  for  the  benefit  of  the  monopolies,  trusts,  and  favored  shippers.  Here  is 
the  problem:  If  the  people  are  obliged  to  pay  upon  their  8hii)ment8  of  freight,  as 
these  freight  bills  show,  from  $0.0432  to  $0.1357  per  ton  per  mile  for  the  movement 
of  their  freight,  and  all  of  the  freight  of  the  country  is  moved  for  $0.0085  per  ton 
per  mile,  how  much  less  than  $0.0085  do  the  monopolies,  trusts,  and  favored 
shippers  pay  in  order  to  bring  this  average  from  $0.1357  per  ton  per  mile  down  to 
$0.0085  per  ton  per  mile?  The  answer  to  tnis  question  will  answer  the  oft-repeated 
question  of  why  so  many  of  our  railroads  are  m  the  hands  of  receivers.  A  proper 
answer  to  this  question  will  answer  why  it  is  that  so  many  of  our  railway  managers 
are  becoming  multi-millionaires  while  the  railroads  are  becoming  banlmipt.  The 
record  of  the  last  25  years  has  demonstrated  that  as  long  as  the  railwajrs  are  in 
the  hands  of  corporations  they  will  use  them  for  the  benefit  of  their  fnends,  or 
inside  combinations,  and  for  the  purpose  of  destroying  the  great  principle  of 
equal  rights,  which  is  the  foundation  stone  of  our  Republic. 

Take  the  railroads  away  from  these  corporations,  and  give  every  man  an 
equal  right  in  the  transportation  of  his  products.  I  know  tne  independent  oil 
producers  and  refiners  of  America,  and  if  you  will  establish  equality  over  the 
railways,  with  a  guaranty  that  that  eauality  will  continue,  I  feel  safe  in  saving 
that  in  less  than  15  years  the  indepenaent  oil  producers  and  refiners  will  drive 
the  Standard  Oil  Ck>mpany  into  a  secondary  position  in  the  oil  trade  of  the  coun- 
try. These  great  trust  combinations  do  not  Know  the  first  principle  of  econom- 
ical management.  By  virtue  of  the  great  flow  of  wealth  which  has  come  to  them 
from  railway  rebates  and  trust  possessions,  thev  have  not  been  obliged  to  study 
the  principles  of  economy  a  moment  in  their  lives.  By  this  monopolv  process 
they  have  been  able  to  take  more  money  from  the  people  than  they  absolutely 
know  what  to  do  with.  Reestablish  the  equality  of  our  people  with  respect  to 
the  railways  of  the  country  and  there  will  be  no  more  coal-miners*  strikes;  sol- 
diers and  deputies  will  not  be  called  upon  to  shoot  down  American  citizens  like 
dogs  in  order  to  force  them  back  under  monopolistic  control,  for  then  the  miner 
can  ship  his  car  of  coal  just  as  cheap  as  the  biggest  coal  combine  in  the  land. 
Men  do  not  strike  and  go  out  and  starve  except  as  a  last  resource.  Establish  the 
equality  of  our  people  over  the  railways  of  the  country  and  then  the  coal  miners, 
when  they  become  dissatisfied  for  any  reason,  will  get  together  and  form  a  little 
coal  company  of  their  own  instead  or  striking.  They  will  lease  McCoomse's  or 
McLaughlin's  farm,  open  up  a  coal  mine  of  tneir  own,  and  ship  their  coal,  the 
product  of  their  own  labor,  to  market  upon  equal  terms  with  the  biggest  coal 
combination  in  the  land.  How  could  these  great  overcapitalized  ana  extrava- 
gantly managed  coal  combinations  stand  such  competition  as  that?  They  could 
not  stand  it  at  all;  it  would  be  mighty  hard  on  the  big  coal  combinations,  but  it 
would  be  justice  and  a  wise  national  policy.  With  absolute  equality  over  the 
railways  of  the  country,  so  that  every  butcher  could  ship  a  car  of  cattle  just  as 
cheaply  as  the  Big  Four  Beef  Combine,  that  combine  could  not  hold  the  monop- 
oly of  the  meat  trade  of  America  for  24  hours.  Under  Government  control, 
the  letter  of  an  oil  producer,  a  coal  miner,  or  butcher  goes  to  its  destination  with 
the  same  speed,  at  the  same  cost,  and  with  the  same  precision  as  the  letter  of  an 
Armour  or  a  Rockefeller.  Send  their  oil,  meat  and  coal  to  market  upon  the  same 
terms  of  equity  and  it  will  not  be  long  before  these  monopolistic  combinations 
will  be  getting  rid  of  their  $25,000  a  year  lawyers  and  managers  upon  the  plea  that 
their  business  will  not  stand  such  high-priced  men.  These  managers  wiU  soon  be 
engaged  in  building  up  businesses  of  their  own,  and  the  lawyers  in  a  better  busi- 
ness than  advising  their  principals  just  how  far  they  can  go  without  getting 
behind  the  bars. 

OOVERNHENT  OWNERSHIP  AND  CONTROL  OF  THE  RAILWAYS  FEASIBLE. 

How  can  the  railways  be  taken  away  from  the  cori)orations?  The  public  welfare 
demands  it,  and  the  power  exists  under  the  right  of  eminent  domain  of  the  State. 
The  States  can  conaemn  the  railways  for  the  public  welfare  just  as  the  private 
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lands  were  condemned  uxx>n  which  the  railways  were  built  for  the  pubUc  welfare. 
F^y  the  corporations  for  them  just  what  they  are  truly  worth,  and  in  this  trans- 
action let  there  be  no  injustice  either  to  the  x>eople  or  to  the  stockholders.  But, 
someone  will  say,  how  could  the  GK>yemment  pay  the  interest  on  the  immense 
public  debt  which  this  purchase  would  create?  Mr.  Chairman,  the  people  in  this 
land,  who  are  the  Gtovemment,  are  paying  it  to-day.  These  railway  comi>anies 
are  taziuK  the  people  under  exorbitant  freight  rates  for  the  payment  of  the  inter- 
est on  all  of  tneir  coriwrate  debt,  money  dividends  upon  watered  stock,  and 
hundreds  of  millions  annuaUy  for  the  benefit  of  trusts,  monopolies,  and  favored 
shippers.  The  railways  are  the  i)eo;ples'  highways,  and  under  Government 
ownership  they  are  only  changing  their  managers.  One  of  the  greatest  judges 
that  this  land  ever  produced,  in  m}r  judgment,  once  said  that ''  a  public  highway 
can  not  be  private  property."  An  important  reason  for  Government  ownership 
consists  in  the  fact  that  the  bonded  debt  of  the  United  States  for  the  purpose  of 
acquiring  the  railroads  could  be  placed  at  from  li  to  8  per  cent  less  interest  than 
is  now  being  paid  upon  their  bonded  debt.  This  great  reduction  in  interest 
would  be  an  imxK>rtant  factor  in  cheapening  the  cost  of  transportation.  But  a 
greater  and  more  overshadowing  reason  for  Government  ownership  is  that  then 
we  should  be  able  to  shake  off  the  grip  of  these  monopolies  from  the  throats 
of  the  i)eople.  But  some  very  good  men,  however,  fear  the  i)ower  of  patronage 
which  Government  ownership  would  give  the  party  in  power.  I  do  not  fear  it. 
That  can  be  controlled  by  civil-service  laws.  But  even  if  (Government  owner- 
ship should  be  a  source  of  strength  to  the  party  in  i)ower,  that  party  would  have 
to  DC  responsible  to  the  x>eople  for  a  just,  wise,  and  fair  administration  of  this 
great  public  property  in  the  interests  of  the  people.  Under  corporate  manage- 
ment, all  of  the  power  and  influence  of  tnese  ^eat  railway  combinations, 
together  with  that  of  the  men  whom  the^  control,  is  thrown  into  the  balance  in 
favor  of  this  party  or  that  party,  according  to  whichever  will  secretly  agree  to 
serve  them  the  heist.  They  hold  the  balance  of  power  in  many  of  the  States, 
and  can  elect  the  candidates  of  the  party  whose  bosses  will  guarantee  the  great- 
est subserviency  to  their  will.  The  party  that  obtains  control  by  virtue  of  this 
influence  is  not  held  responsible  to  the  people  for  the  maladministration  of  these 
public  highways,  as  they  would  be  under  Government  ownership.  It  is  because 
these  $11,000,000,000  of  railway  capital,  together  with  all  the  men  which  it  con- 
trols, are  in  politics  clear  up  to  their  armpits,  and  it  is  because  this  capital  and 
these  men  are  inpolitics  for  corrupt  and  selfish  purposes,  irrespective  of  the 
public  welfare.  That  capital  of  $11,000,000,000,  together  with  all  the  capital  of 
the  trusts,  is  corrupting  our  public  affairs  and  debauching  our  public  men.  That 
constitutes  one  of  the  most  important  reasons  why  the  people  should  take  the 
railways  away  from  the  corporations.  The  record  of  the  last  25  years  has  demon- 
strated that  tne  Government  most  own  and  control  them  or  else  they  will  control 
the  Gk>vemment. 

In  the  oil  regions  of  Pennsylvania  there  is  left  a  set  of  men  who  have  never 
bowed  the  knee  to  Baal,  but  have  battled  on  continually  for  their  rights  as  Amer- 
ican citizens  in  the  use  of  the  railways  of  the  country.  It  has  been  a  long  battle; 
some  of  them  who  buckled  on  the  armor  in  1872  have  been  claimed  by  the  hand 
of  death;  some  of  them  have*  gone  down  under  the  blandishments  ana  money  of 
the  Standard  Oil  Company;  many  of  them  have  become  bankrupt  and  been 
reduced  to  servitude  and  even  obliged  to  go  to  work  for  that  great  monopoly  in 
order  to  obtain  bread  for  their  families;  some  of  them,  with  a  deep  sense  of  the 
great  wrong  that  has  blighted  all  their  hopes  and  darkened  all  their  future  lives, 
with  a  deep  sense  of  the  great  wrong  that  nas  driven  them  from  the  highways  of 
the  country,  and  chained  them  to  the  rock  helpless  while  that  ^eat  monopoly 
robbed  them,  have  been  driven  to  the  grave  of  a  suicide  and  to  the  insane  asylums; 
but  there  are  enough  left  to  keep  the  faith  and  battle  on  for  commercial  liberty 
and  equality.  They  have  never  faltered,  but  have  battled  as  best  they  could  with 
the  means  at  their  command.  They  first  built  the  26  pipe  lines  to  which  1  have 
referred  and  then  found  that  it  was  railway  discrimination.  They  then  went  to 
the  courts,  and  when  the  courts  failed  them,  they  went  to  Congress  for  the  inter- 
state commerce  law.  When  the  interstate  commerce  law  failed  them,  they 
attempted  to  hew  a  wa^r  for  themselves  b^  building  a  pipe  line  to  the  ocean  where 
commerce  is  free,  thinking,  hoping,  praymg  that  somewhere  beyond  our  borders 
they  might  find  a  government  where  the  equal  rights  of  man  are  maintained  upon 
the  highways.  We  have  found  it  in  the  great  Empire  of  Germany,  where  the 
Government  owns  and  controls  the  railways.  The  poorest  man  in  Germany  can 
sMp  a  barrel  of  oil  from  one  end  of  Germany  to  the  other  just  as  cheaply  as  the 
Standard  Oil  Company  can.    In  Germany  the  independent  oil  producers  and 
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refiners  of  America  are  not  only  able  to  compete  saoceesfnlly  with  the  Standard 
Oil  Company,  but  in  addition  they  are  enabled  to  earn  flattering  profits  upon  their 
entire  capital.  Give  us  national  ownership  of  the  American  railways,  wnich  will 
insure  and  perpetuate  equal  rights,  and  we  wiU  soon  give  the  people  of  America 
their  oil  at  competitive  rates.  The  x>eople  of  America  will  not  then  be  obliged  to 
pay  40  i>er  cent  dividends  on  Standsurd  Oil  Trust  stock,  at  least  50  per  cent  water, 
because  there  will  be  plenty  of  capital  ready  to  serve  them  at  6  per  cent  profit 
upon  the  actual  amount  invested.  I  take  no  stock  in  the  idea  that  inordiiuttely 
^eat  capital  produces  cheaply;  where  monopoly  begins  there  improvement  ends; 
it  is  competition  that  drives  men  to  economy,  improvement,  and  invention;  it  is 
jjOLonopolj  that  demands  Kreat  profits.  While  competition  was  putting  refined  oil 
into  tank  steamers  for  tne  competitive  markets  oi  Germany  at  2  cents  a  gaUon, 
monopoly,  backed  by  railway  favoritism,  was  forcing  the  people  of  Texas  and 
Arkansas  to  pay  25  cents  a  gallon  for  the  oil  that  they  burned  in  their  lamps  J 
The  attorneys  or  the  Standard  Oil  Company,  by  a  liberal  use  of  the  public  press 
and  a  system  of  coniparisons,  have  imposed  upon  the  American  neople  the  thought 
that  the  Standard  Oil  Company  has  furnished  them  their  on  cheaply.  If  the 
people  have  been  served  cheaply  by  this  great  monopoly  what  is  the  meaning  of 
the  $600,000,000  which  it  has  garnered?  It  is  not  the  purpose  of  trusts  to  serve 
the  people  cheaply.  It  is  their  purpose  to  create  monopoly  and  then  force  pro- 
ducers and  consumers  to  pay  dividends  on  billions  of  watered  capital.  Before  tiiie 
Sugar  Trust  had  fully  fastened  its  fangs  upon  us  I  bought  good  gi*anulated  sugar 
for  my  family  use  at  |3.00  a  hundred.  To-day  the  Sugar  Trust  is  forcing  the 
American  people  to  pay  from  $5  to  $6  a  hundred  upon  the  same  grade  of  su^r,  a 
difference,  J  am  told,  of  more  than  $200,000,000  annually.  Two  nundred  million 
dollars,  produced  by  the  American  people,  are  by  this  process  transferred  from 
the  ixx;ket8  of  the  x)eople  to  the  coffers  of  the  Sugar  Trust;  and  then  Havemeyer 
says, "  What  are  you  going  to  do  about  it?" 

How  can  this  be  prevented?  First,  by  assuming  control  of  the  railways  and  g^uar- 
anteeing  to  every  man  equal  rates  on  the  transportation  of  his  products,  and  then 
by  enacting  a  law  forcing  the  great  trusts  and  monopolistic  combinations  to  fix  a 
price  upon  their  goods  which,  ireights  considered,  will  be  the  same  in  every  town- 
ship and  hamlet  of  the  land.  When  the  price  is  changed  at  any  point  it  must  be 
chimged  everywhere.  Make  a  violation  of  this  law  by  the  managers  of  corpora- 
tions a  State's  prison  offense.  Corporations  are  the  creatures  of  the  State;  the 
State  has  created  them  and  has  the  ri^ht  to  control  them  in  such  a  way  that  they 
will  not  be  detrimentid  to  the  pubhc  welfare.  Such  a  law  would  prevent  the 
trusts  and  combinations  from  putting  up  the  price  in  one  section  of  the  countiy, 
where  there  is  no  competition,  and  forcing  the  people  there  to  pay  the  cost  of 
destro3ring  competition  in  another  section .  Such  a  law  would  prevent  the  corpora- 
tions from  forcing  the  people  to  pay  for  a  war  of  annihilation  against  growing 
comx>etition.  It  would  protect  and  encourage  competition  upon  every  hand  and 
cure  the  evils  which  are  upon  us.  Sav  to  all  of  our  people — ^mine,  manufacture, 
produce — ^the  products  of  your  labor  snail  go  to  market  at  rates  equal  for  aU,  and 
you  shall  be  protected  in  a  fair  competitive  combat.  Do  this,  and  the  great  over- 
capitalized and  unwieldy  trust  combinations  will  wither  and  go  down  before  the 
energetic,  intelligent,  and  active  competitive  capacity  of  the  American  people. 

Q.  (By  Mr.  Kennedy.  )  I  gather  from  the  statements  which  you  have  just  made 
that  you  believe  freight  discrimination  and  favoritism  to  be  the  mother  of  all  the 
great  trusts  of  this  country? — ^A.  I  do,  largelv,  yes;  that  is  really  the  foundation; 
a  trust  must  be  protected  m  some  way;  the  Drains  of  the  country  are  not  in  the 
heads  of  a  few  men.  The  protection  which  has  created  the  Standard  Oil  Com- 
pany, the  Big  Four  Beef  Combine,  and  trusts  and  monopolies  of  that  class,  is  that 
of  discrimination  in  freights. 

(After  a  recess  from  1  to  2  p.  m.  the  examination  of  Mr.  Lockwood continued.) 

METHODS  BY  WHICH    THE   STANDARD    OIL    COMPANY    SECURED    CONTROL    OF   THE 

PIPE  LINES. 

J|.  (By  Mr.  Jenks.)  I  understood  you  to  say  that  there  were  quite  a  number  of 
erent  pipe  lines  in  the  earlier  days  in  Pennsylvania  that  were  eithei:  forced  to 
susx>end  operation  or  were  bought  up  by  the  Standard  Oil  Company  and  united. 
How  many  -pipe  lines  did  you  mention? — ^A.  I  have  a  record  of,  I  think,  about 
twenty-six. 

Q.  Can  you  tell  us  the  methods  by  which  the  Standard  Oil  Company  secured 
control  of  the  pipe-line  industry?— A.  Well,  in  those  early  days  their  policy  was 
to  go  to  the  wells  and  bid  more  for  the  oil  than  anyone  else  could  pay.    For  the 

iSee  p.a96;  Mr.  Archbold,  p.  659;  Mr.  Emery,  p.  616. 
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last  15  years  they  have  adopted  a  policy  of  paying  what  they  call  a  preminin 
on  oil  that  is  accessible  to  the  competing  pipe  lines.  When  a  new  pipe  line  starts 
into  a  particnlar  district  then  the  oil  of  tnat  district  becomes  very  valuable,  the 
Standard  Oil  Company  will  pat  a  premium  on  it,  say,  of  20  or  30  cents  a  barrel. 
When  they  have  finally  succeeded  in  driving  out  or  buying  up  the  competing  pipe 
line  the  oil  is  no  longer  any  more  valuable  than  other  oil,  and  then  they  taKe  tne 
premium  off.  Let  me  give  you  an  illustration:  In  1887  the  Craig,  Elkins  &  Kim- 
ble Company  buUt  the  Western  and  Atlantic  Pipe  Line.  They  made  their  iirst 
shipment  of  oil  on  October  11 ,  1887.  At  that  time  the  Standard  Oil  Companv  was 
paying  69  cents  a  barrel  for  crude  oil  at  the  wells.  The  Western  and  Atlantic 
iHpe  Line  did  not  fairly  get  started  in  business  until  the  spring  of  1888;  but  by 
that  time  the  exchange  market  for  crude  oil,  under  the  growing  competition,  was 
88  cents  per  barrel,  and  the  white-sand  oils  of  Butler,  Armstrong,  Allegheny,  and 
Washington  counties,  into  which  the  Western  &  Atlantic  Pipe  Line  ran,  had 
become  so  valuable  that  the  Standard  Oil  Company  was  paying  a  premium  of 
20  to  25  cents  a  barrel,  which,  added  to  the  88  cents,  gave  tne  producers  of  those 
coimties  $1.08  and  $1.13  a  barrel  for  their  oil  at  the  wells. 

Refined  oil  was  selling  in  August  of  that  year  for  7f  cents  a  gallon,  including 
the  barrels,  in  New  York  City  and  export  points.  In  November,  1889,  the  Stand- 
ard Oil  Company  was  paying  us  $1.30  a  barrel  for  oil  at  the  wells,  and  refined  oil 
was  selling  in  New  York  City  at  7^  cents  a  gallon.  Competition  was  putting  crude 
oil  up  to  tne  producers  and  refined  oil  down  to  the  consumers.  I  have  a  very  vivid 
remembrance  of  this  time,  because  I  was  opening  up  some  territory  on  the  Little 
Connequeneesing  Creek,  in  the  western  part  of  Butler  County,  Pa.,  in  what  is 
known  as  the  lOO-foot  rock.  I  had  leased  the  Cable.  Charle^r  Young,  Edward 
Young,  Eyeholtz,  and  Hayes  farms.  I  was  getting  some  magnificent  wells.  One 
on  the  Eyeholtz  farm  started  off  at  125  barrels  an  hour.  I  had  1  well  on  the 
Charley  Young  farm  that  averaged  1,000  barrels  a  day  for  a  long  time.  I  think  I 
drilled  about  40  wells  on  this  property.  Competition  was  giving  me  all  this  oil  was 
wortii,  as  compared  with  what  the  consumer  was  paying  for  it,  and  I  was  gettinj^ 
rich.  I  was  getting  from  $1.10  to  $1.30  a  barrel.  About  this  time  it  became  evi- 
dent there  was  a  lOO-foot  oil  belt  extending  from  the  western  part  of  Butler 
County  down  into  the  eastern  part  of  Beaver  County,  Pa. 

I  worked  night  and  day,  and  never  stopped  for  anything,  until  I  became 
interested  in  about  3  miles  of  this  oil  belt.  Starting  on  the  southwest  I  got  the 
Fogle,  Kaneff,  Shrumm,  Trautman,  Allen,  Passavant,  Coker,  Fankee,  McCurdy, 
Eveholtz,  Getman,  Eichenower,  and  Moyer  farms.  I  was  interested  in  2i  miles 
of  this  oil  belt  solid;  I  had  it  all.  I  thought  I  would  make  a  million.  I  got  some 
grand  wells;  one  on  the  Trautman  farm  started  off  1,200  barrels  a  dav.  About 
this  time  the  StuidardOil  Companv  gave  the  Elkins  and  Kimble  crowd  their  price, 
and  bought  their  pipe  lines  ana  refineries.  The  very  next  da^  the  premium  came 
off  from  that  oil.  It  was  not  any  better  then  than  any  other  oil.  Ab  soon  as  there 
-was  no  com];)eting  pipe  line  its  superior  qualities  were  gone,  and  from  that  day 
competition  was  gone.  The  price  of  oil  gradually  fell  to  53  cents.  Thev  kept 
the  market  below  60  cents  for  one  whole  year.  I  did  not  sell  a  barrel  of  oil  for  one 
year  above  60  cents.  The  average,  I  think,  was  about  56  cents.  The  next  year  I 
-was  obliged  to  sell  all  m^  oil  at  less  than  70  cents  a  barrel,  and  below  the  cost  of 
I»roduction.  This  condition  continued  for  two  years.  The  Standard  Oil  Company 
practically  confiscated  all  of  that  magnificent  property,  and  instead  of  having 
91,000,000,  which  I  should  have  had,  if  I  had  been  aole  to  secure  my  share  of  the 
profit  that  was  made  on  that  oil,  I  absolutely  had  to  mortj^age  m^  property  to 
^t  money  to  pay  my  debts  contracted  for  the  tubing,  casmg,  engines,  ooilers, 
rope,  tools,  and  men.  All  of  the  value  of  that  immense  property,  that  would 
have  made  any  man  a  millionaire,  was  transferred  to  the  coffers  of  the  Standard 
Oil  Company. 

Q.  (By  Mr.  Kennedy.)  What  did  you  say  was  the  price  per  barrel  when  it 
started?— A.  $1.80. 

(j.  And  what  was  the  price  of  refined  oil? — ^A.  The  price  of  refined  oil  at  the 
time  I  started  was  7|  cents  a  gallon  in  New  York  City. 

Q.  The  cost  of  refined  did  not  go  down  at  all  compared  with  the  cost  of  the 
Grade?— A.  No;  it  did  not.  You  can  see  from  the  dates  I  have  just  given  that  dur- 
ing the  period  of  competition  when  that  pipe  line  was  in  existence,  the  price  of  crude 
oil  went  up  and  that  of  refined  oil  went  down,  I  think,  a  fi'action  of  a  cent.  The 
history  of  that  case  is  the  history  of  the  manipulation  of  the  Standard  Oil  Com- 
pany over  and  over  again.  If  the  oil  producers  are  lucky  enough  to  find  and 
open  up  a  great  field  the  Standard  putstheprice  down  and  practically  confiscates 
the  profits.    Of  cjurse  the  Standard  Oil  Company's  newspapers  will  be  full  of 
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cock-and-bull  stories  about  the  increase  of  production  and  increase  of  Htocks  of 
oil,  but  the  facts  are,  that  during  the  year  which  I  have  described,  when  the  price 
of  crude  oil  was  pulled  down  from  $1.90  to  53  cents  a  barrel,  the  entire  increase 
would  not  have  supplied  the  consumptive  demand  of  the  world  for  3i  months.^ 
All  of  this  talk  about  production  and  stock  was  a  mere  subterfuge  to  take 
from  the  producers  the  wealth  they  had  created  and  transfer  it  to  the  coffers  of 
the  Standard  Oil  Company. 

(^.  (By  Mr.  Jenks.)  Does  that  practically  cover  the  explanation  of  the  way  Ux 
which  the  pipe  lines  were  absorbed  by  the  Standard  Oil  Company  and  the  effects 
upon  producers? 

Q.  (By  Mr.  Phillips.)  About  28  in  number?— A.  Yes;  I  have  a  record  here  of 
the  number  and  names  of  them,  if  it  would  be  of  any  benefit. 

Q.  It  is,  perhaps,  not  worth  while  to  name  them  here,  if  you  can  give  us  the 
reference  to  the  book.  [Book  held  by  the  witness.!  —A.  Now,  this  is  in  a  biograph- 
ical book  in  which  there  is  a  speech  delivered  by  myself  on  the  free-pipe  bill 
question  20  years  ago. 

DOES    THE    STANDARD    OIL    COMPANY  AT    PRESENT    RECEIVE    FAVORS    FROM    THK 

RAILROADS? 

Q.  In  your  testimony  this  morning  you  gave  a  great  many  instances  of  special 
railroad  rates  that  were  secured  b^  tne  Standard  Oil  Comx>any  a  good  many  years 
ago,  and  showed  how,  in  your  judgment,  by  virtue  of  these  special  rates,  the 
Standard  Oil  Company  had  been  built  up.  You  cited  us  also  the  authorities  by 
which  these  statements  could  be  verified.  Have  you  any  information  or  any  proof 
that  the  Standard  Oil  Company  is  at  the  present  time  getting  anv  specisu  priv- 
ileges from  any  of  the  railroads? — A.  The  evidence  in  the  Titusville  and  Oil  City 
Independent  cases  goes  to  prove  that. 

Q.  (By  Mr.  Jenks.)  How  long  ago  were  these  cases  brought?— A.  They  were 
brougnt  in 

Q.  (By  Mr.  Kennedy,  interrupting.)  Did  you  not  say  1893  this  morning? — A.  It 
was  about  then;  they  were  along  after  the  interstate-commerce  law  was  enacted. 
The  evidence  all  goes  to  prove  that  the  railroad  comi>anies  are  manipulated  in 
some  way  so  that  the  Standard  Oil  Company  gets  an  advantage,  and  the  great 
fear  among  the  independent  producers  and  refiners  is  that,  after  they  have  gone 
on  and  extended  their  trade  and  sx)ent  money  to  build  up  stations  in  which  to  do 
business  in  any  section  of  the  country,  by  some  scheme  the  railroad  companies  will 
put  up  the  rate  on  them  and  shut  them  out  of  that  district,  just  as  they  shut  them 
out  of  the  New  England  States  in  the  case  which  I  cited  this  morning.  It  is  the 
fear  of  railway  discrimination  that  paralyzes  men. 

Q.  (By  Mr.  Jenks.)  We  have  had  some  evidence  offered  tending  to  show  that 
the  Standard  Oil  Company  is  at  the  present  time  receiving  special  favors.  Have 
you  yourself  anything  of  a  definite  nature  to  offer  in  that  direction? — ^A.  No.  I 
am  an  oil  producer  and  I  do  not  get  in  touch  with  the  railroad  people  so  much 
as  the  refinery  men  do.  I  have  no  doubt  that  they  are  getting  a  great  advcmtage 
to-day,  and  probably  at  the  end  of  4  or  5  years  we  will  find  out  just  what  that 
advantage  is.  At  the  time  when  they  were  getting  $1.50  and  sometimes  more  in 
rebates  they  persistently  denied  that  they  had  any  advantages,  but  ultimately  the 
truth  came  out  in  some  way  and  we  saw  then  why  it  was  that  they  were  triumph- 
ing over  the  independent  companies. 

Q.  Have  you  any  information  at  the  present  time  with  reference  to  the  freight 
rates  on  oil  over  the  Canadian  roads? — A.  No;  I  have  no  information  on  that 
subject. 

Q.  Did  you  not  give  us  some  instances  this  morning  of  very  high  rates  which 
you  had  paid  on  some  of  the  roads  that  run  from  Pittsburg  to  Union  City? — A, 
To  Unity  Station. 

Q.  You  showed  that  these  rates  were  very  much  higher  than  the  average  rates 
throughout  the  country.  Have  you  any  proof  of  discrimination  in  rates  between 
different  persons  or  different  companies  by  those  railroads? — ^A.  The  road  that 
extends  to  Unity  is  a  coal  road.  It  was  built  into  that  district  to  take  out  coal 
tor,  I  think,  the  Buffalo  and  Cleveland  Coal  and  Gas  Company.  I  was  told,  while 
operating  in  that  district,  that  the  rate  of  freight  on  coal  to  anybody  outside  of 
that  company  was  so  high  that  it  was  impossible  for  them  to  compete  at  all  in  the 
market  at  Buffalo  and  in  Canada. 

Q.  Were  the  rates  on  coal  different  to  members  of  the  company  from  what 
they  were  to  outsiders,  or  were  the  rates  the  same  to  all  parties,  the  members  of 
the  company  getting  their  profits  simply  from  the  high  rates  that  put  money  into 

'  See  table  of  stocks  and  prices^  p.  547. 
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their  pockets  as  railroad  owners? — ^A.  I  really  do  not  know  the  inside  working  of 
that  coal  road.  All  I  know  is  that  the  men  who  own  coal  farms  there  can  not 
shjD  their  coal.  They  are  powerless  to  do  any  bnsiness  in  competition  with  the 
coal  combination. 

Q.  Of  course  that  might  have  been  true,  even  though  the  owners  of  the  road 
-were  payine  the  same  rates,  because  what  they  were  paying  out  in  qne  form  they 
vrere  i)06siDly  getting  back  in  another.  Have  you  any  information  to  show  that 
tlds  raUroad  has  been  acting  contrary  to  law  m  making  discriminations?— A.  I 
imagine  that  on  the  class  of  freights  which  I  ship  everybody  pays  the  same. 

Q.  Is  there  very  much  freight  shipped  over  this  road  besides  coal? — A.  There 
has  been  quite  a  development  in  the  oil  and  gas  business  in  the  region,  which  has 
made  that  road  necessary  for  shipping  oil  supplies  and  pipes. 

Q.  You  speak  of  this  railroad  running  from  Pittsburg  to  Unity.  Is  it  a  small 
line  or  a  large  road? — ^A.  It  is  a  part  of  the  Allegheny  v  alley  system,  which  is  a 
branch  of  the  Pennsylvania  Railroad. 

PIPE  LINES  OP  THE  INDEPENDENT  COMPANIES. 

Q.  (By  Mr.  Kennedy.)  Did  you  not  say  the  independent  companies  had  their 
own  pipe  lines  to  the  seaboard? — A.  After  the  purchase  by  the  Standard  Oil  Com- 
pany of  the  Elkins,  E^imble  &  Craig  pipe-line  system,  when  oil  got  down  so  low 
that  it  meant  bankruptcy  and  ruin  to  all  of  us,  the  independent  oil  producers 
went  to  work  and  tried  to  hew  a  way  out  for  ourselves  by  building  a  pipe  line 
through  to  the  seaboard.  The  first  movement  was  in  building  what  w^s  known 
as  the  Producers  and  Refiners*  Pipe  Line  Company,  Limited.  I  think  that  was 
biiilt  into  the  McDonald  field,  with  the  expectation  of  piping  oil  to  the  railroads  and 
then  shipping  it  in  cars  to  the  independent  refineries  at  Oil  City  and  Titusville. 
As  soon  as  that  was  completed  ana  business  began,  a  system  of  discrimination 
was  set  up  against  them  in  some  way.  I  do  not  remember  just  how  it  was,  but 
it  resulted  in  the  producers  having  to  lay  a  line  from  the  McDonald  field,  where 
the  first  little  line  was  started,  through  to  Oil  City  and  Titusville  and  the  refin- 
eries. After  they  had  done  that  the  discrimination  be^n  against  the  refined  oil 
again.  As  long  as  these  refinery  men  were  taking  the  mf  erior  oils  of  the  Stand- 
ard Oil  Company  which  had  been  in  tanks  until  the  finer  parts  had  evaporated, 
there  was  not  much  discrimination  against  them,  I  understand,  but  after  they 
were  able  to  get  good  fresh  oil  from  the  wells  shipments  of  refined  oil  were 
blocked.  Then  we  undertook  to  lay  the  seaboard  line  from  Titusville  to  New 
York,  or  Jersey  City. 

Q.  Have  you  a  line  there  ? — A.  The  line  has  been  built  down  into  New  Jersey, 
bnt  the  railroads  have  blocked  us.  The  tnanagers  bought  a  piece  of  land  in  fee 
simple  that  went  under  where  a  highway,  a  wagon  road,  passed.  In  the  lower 
courts  I  believe  we  got  a  verdict  in  favor  of  our  right  to  lay  the  line  under  there 
aiidtransportoil,but  they  finally  carried  the  case  up  to  the  supreme  court  in  New 
Jersey,  and  after  we  had  laid  our  line,  I  think,  60  miles  farther  on,  that  court 
reversed  the  decision  and  forced  us  to  stop.  I  do  not  know,  but  I  think  we  are 
still  putting  oil  through  there,  but  it  is  suDject  to  the  final  decision  of  the  court. 
The  verdict  was  reversed  by  which  we  had  the  right.* 

Q.  Does  the  line  go  to  the  seaboard? — A.  It  goes  down  now  from  New  Jersey 
over  the  Central  Railroad. 

Q.  (By  Mr.  Phillips.)  Prom  what  point?— A.  From  the  end  of  the  pipeline, 
I  think  80  or  90  nules ;  it  mav  not  be  as  far  as  that  to  the  tanks  at  the  sea- 
board. This  line  that  the  Producers  and  Refiners  Company  has  built  is  a  double 
line.  They  transport  the  refined  oil  from  the  refineries  at  Oil  City,  Bradford,  and 
Titusville  througn  to  the  end  of  this  pipe  line,  as  they  do  the  crude  oil,  and  then 
it  goes  on  board  the  cars  to  the  seaboard.  The  refined  oil  is  there  put  into  steam 
tank  vessels  and  sent  to  Germany,  where  the  independent  producers  and  refiners 
have  built  3  large  stations,  each  one  of  them,  I  think,  capable  of  holding  70,000 
barrels  of  oil.  The  crude  oil  is  refined  at  the  seaboard.  In  Germany  there  is  no 
railway  discrimination. 

Q.  What  I  wish  to  get  at  is  whether  the  railroads  now  give  the  Standard  Oil 
Company  any  advantage  over  you  in  getting  oil  to  the  seaboard;  but  I  judge, 
by  wnat  you  say,  that,  with  the  possible  exception  of  the  Jersey  Central,  no  road 
can  do  it. — A.  No  road  except  tne  Jersey  Central  Railroad  has  anything  to  do 
with  our  oil  from  the  time  it  leaves  the  well  until  it  gets  to  the  seaboard. 

Q.  They  cannot,  then,  give  the  Standard  Oil  Company  any  advantage  over  you?— 
A.  No,  not  on  export  oil ;  we  are  on  even  terms  with  the  Standard  Oil  Company, 
with  the  exception,  I  think,  of  about  7  cents  freight  ner  baiTel. 

Q.  (By  Mr.  Phillips).  It  does  not  exceed  15? — ^A.  No,  it  does  not  exceed  that. 

1  See  Mr.  Emery,  pp.  650-065, 662;  Mr.  PhiUipe,  p.  603. 
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SHIPPING  REFINED  OIL.  THROUGH  PIPE  LINES. 

Q.  A  great  deal  has  been  said  about  the  Standard  Oil  Company*8  methods  of 
doing  business.  Were  they  ever  able  to,  or  did  they  ever,  ship  refined  oil  any  dis- 
tances through  pipe  lines? — ^A.  Not  to  my  knowledge;  they  have  always  claimed 
that  it  could  not  be  done;  that  it  would  injure  the  quality  of  the  oil. 

Q.  What  has  been  proved  by  this  pipe  line  running  through  to  New  Jersey?— 
A.  It  has  been  proved  that  it  can  be  done  successfully.  Tou  can  ship  1 10  fire  test, 
which  is  export  oil,  and  put  through  right  behind  it  150  fire  test,  ana  separate  the 
oil  at  the  end  of  the  Ime  without  making  a  change  of  more  than  a  barrel,  which 
is  within  20  or  30  feet  of  the  column  of  oil. 

Q.  Is  that  an  improvement  by  the  independents  over  the  Standard  Oil  Com- 
pany's methods  of  handling  oil?— A.  Certainly;  very  much. 

<j.  (By  Mr.  Kennedy.)  Then  the  independent  compumies  do  have  some  advan- 
tage over  the  Standard  Oil  Company  in  getting  their  oil  to  the  seaboard? — ^A.  In 
that  connection. 

<^.  (By  Mr.  Phillips.)  Does  the  Standard  Oil  Company  refine  a  percentage  of 
theirs  at  the  seaboard  after  pumpiuK  it  through  in  a  crude  state? — A.  Yes;  I 
understand  their  export  oil  is  nearly  all  refined  at  the  seaboard. 

PRICE  OF  OIL  SHIPPED  TO  GERMANY. 

Q.  (By  Mr.  Jenks.)  Did  I  understand  vou  to  say  this  morning  that  the  inde- 
pendent' refineries  were  supplying  refined  oil  in  Germanv  at  2  cents  a  gallon?— 
A.  In  the  contest  for  that  trade  the  producers  sent  shiploads  of  oil  to  Germany 
at  from  2i  to  2i  cents  a  gallon;  one  cargo  of  oil,  I  believe,  was  sent  at  1 1^  cents  a 
gallon. 

Q.  Was  that  for  the  purpose  of  starting  the  German  trade?— A.  Yes;  it  was  to 
get  into  the  trade. 

Q.  They  were  then  selling  oil  in  (j^rmany  considerably  cheaper  than  here?— A. 
I  think  so;  a  good  deal  cheai>er  than  it  was  sold  to  American  people  generally.' 

RELATIONS    BETWEEN    INTERSTATE    COMMERCE    COMMISSION    AND    THE    STANDARD 

OIL  COMPANY. 

Q.  Did  I  understand  you  to  say  that  the  independent  oil  producers  were  chiefly 
instrumental  in  starting  the  idea  of  the  interstate-commerce  law? — A.  Yes. 

Q.  And  also  that  since  the  interstate-commerce  law  had  been  in  force  the  Stand- 
ard Oil  Company,  in  x>articular,  and  the  railroads,  who  were  oppc^ed  to  any 
restrictions  upon  their  powers,  had  succeeded,  in  your  judgment,  in  defeating 
lately  the  purpose  of  the  law?— A.  Yes. 

Q.  And  in  that  connection,  did  you  make  the  statement  that  the  members  of  the 
Interstate  Commerce  Commission  have  been  threatened? — A.  Yes. 

Q.  In  what  way  have  they  been  threatened?— A.  That  their  powers  would  be 
tested. 

(j.  You  do  not  mean,  then,  that  the  members  of  the  Interstate  Commerce  Com- 
mission had  been  personally  threatened? — ^A.  Oh,  no;  they  simply  questioned  their 
authority  and  threatened  to  test  their  powers. 

Q.  From  the  connection  in  which  you  used  the  expression  I  was  not  certain  but 
that  you  meant  to  say  that  the  members  had  been  personallv  threatened.  Yoa 
meant  simply  that  the  Standard  Oil  Company  and  the  railroads  had  asserted  that 
they  thougnt  they  could  defeat  the  law?— A.  That  the  Commission  did  not  have 
the  power  to  perform  the  duties  provided  for  it  under  the  law. 

Q.  And  they  proposed  to  test  that  in  the  courts?— A.  Yes;  in  the  courts.  There 
was  one  case  taken  into  the  courts  by  the  Commission.  You  remember  the  Cox 
cabe;  that  was  11  years  ago,  and  it  has  not  yet  been  finished. 

THE  PRESS  SUBSIDIZED  BY  THE  STANDARD  OIL  COMPANY. 

Q.  Yon  made  the  statement  also  that  the  press  had  been  subsidized  by  the 
Standard  Oil  Company.  Have  you  any  positive  information  of  special  cases  in 
which  the  Standard  Oil  Company  has  subsidized  the  newspapers? — ^A  Well,  tl^y 
have  bought  out  the  Oil  City  Derrick,  and  have  hired  Pat  Boyle  to  run  it.  He 
runs  it  in  their  interest.    I  do  not  know  just  what  the  arrangements  are,  but  the 

1  See  Mr.  Lee,  p.  274. 
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paper  is  conducted  in  the  interest  of  the  Standard  Oil  Company,  and  attacks  the 
independent  producers  and  their  movements. 

Q.  (By  Mr.  Philups.)  Has  there  ever  been  any  action  brought  against  that 
paper  for  libel?— A.  Yes.  I  think  that  Senator  Lee  sued  them  for  libel;  they  pub- 
lished some  very  damaging  statements,  and  he  brought  suit  against  them.  I 
think  Senator  Emery  also  brought  suit  against  them  for  what  they  stated  about 
him.* 

ij.  Were  either  or  both  of  these  suits  carried  to  a  conclusion? — ^A.  I  am  not  cer- 
tain as  to  how  those  cases  ended.  My  memory  is  that  they  were  settled  in  some 
way,  but  I  do  not  taiowiust  how. 

Q.  (By  Mr.  Jenks.)  Have  you  any  other  specific  cases  in  mind  besides  the  Oil 
City  Derrick? — A.  Well,  the  Titusville  papers,  particularly  the  Titusville  Herald, 
seemed  to  be  under  their  thumb,  and  the  Pittsburg  papers  have  now  reached  a 
point  where  they  take  all  of  the  oil  information  that  they  publish  from  the  Stand- 
ard people.  The  Standard  publish  what  they  want  to  in  the  reports  and  in  the 
daily  papers.^ 

Q.  Your  statement,  then,  means  substantially  this,  that  there  are  several  papers 
in  the  section  of  the  country  in  which  you  live  that  regularly  make  favorable 
reports  with  reference  to  the  Standard  Oil  Company*s  methods  and  unfavorable 
reports  with  reference  to  the  methods  of  those  opposed  to  it?— A.  Yes. 

Q.  More  particularly  the  Oil  City  Derrick?— A.  More  particularly  the  Oil  City 
Derrick. 

Q.  But  you  have  no  direct  personal  knowledge  that  the  paper  is  owned  by  the 
Standard  Oil  Company,  and  you  make  your  assertions  largely  ux)on  the  nature  of 
the  material  that  is  published  by  that  paper? — ^A.  That  is  the  source  of  the  Imowl- 
ed^e  I  have  of  the  transaction. 

O.  (By  Mr.  Phillips.)  Has  the  Oil  City  Derrick  generally  been  favorable  or 
unfavorable  to  the  independent  movement? — ^A.  It  is  Ditterly  opposed  to  the  inde- 
pendent movement  and  attacks  the  credit  and  reputation  of  uie  men  who  are 
exerting  themselves  for  an  outlet. 

Q.  You  do  not  remember  the  termination  of  their  suit  at  Warren  in  regard  to 
the  libel  case? — A.  Now,  I  am  not  sure  as  to  that. 

RAILWAY  DISCBIMINATIONS  RESUMED. 

Q.  (By  Representative  Bell.)  Have  you  ever  read  Larrabee's  book  on  rail- 
roads?— ^A.  Yes. 

Q.  What  would  you  say  as  to  the  merits  of  it? — ^A.  Well,  I  think  it  is  a  full 
exposition  of  the  railroad  question  in  this  country. 

Q.  Does  not  he  develop  the  fact  that  as  early  as  1876  there  was  a  tendepcy  in 
the  United  States  to  interfere  in  political  affairs? — ^A.  That  is,  a  tendency  of  the 
railroads  to  manipulate  political  parties? 

xes.-^.ix.   xes. 

And  to  fill  judicial  positions  with  their  sympathizers? — ^A.  Yes. 

Now,  you  spoke  of  tne  Standard  Oil  Company  building  up  their  trust  through 
railroad  discriminations.  Was  there  any  reason  whatever  at  that  time  for  creat- 
ing the  trust  or  anything  that  would  enable  them  to  build  up  the  trust  other  than 
railroad  discrimination?— A.  1  do  not  think  there  was.  The  men  who  were  refin- 
ing oil  were  men  of  ability  and  business  capacity.  At  least  equal  to  the  business 
capacity  of  the  Standard  Oil  people,  with  the  exception  that  the  Standard  Oil 
people  recognized  that  it  was  a  question  of  advantage  in  freight  rates  instead  of 
a  question  of  superior  goods;  that  superior  goods  could  not  go  over  the  railways 
unless  the  railways  let  them. 

<J.  They  raised  the  price  on  crude  oil  from  about  40  to  80  cents  a  barrel,  and 
then  if  an  independent  companv  shipped  a  barrel  of  oil  did  they  not  take  40  cents 
of  that  and  hand  it  over  to  tne  Southern  Improvement  Company? — A.  From 
40  cents  to  $1.10. 

Q.  And  that  had  the  effect  of  destroying  not  only  the  competitors,  but  of  destroy- 
ing the  value  of  all  the  independent  oil  wells  in  the  United  States?— A.  Very 
larj^ely. 

And  the  market  fell  off?— A.  Very  much. 

And  forced  them  out  of  business? — ^A.  In  a  great  many  cases. 

Have  you  given  any  attention  to  the  coal  fields  of  Pennsylvania?— A.  No;  I 
have  not,  except  in  a  general  way. 

Q.  Is  it  a  fact  that  the  railroaos  of  the  United  States  refuse  to  let  any  private 
individuals  oper&te  a  coal  field? — A.  Yes;  I  know  that  to  be  the  case  in  Allegheny 
County. 


1  See  Mr.  Boyle,  p.  487. 

*  See  Mr.  Boyle,  pp.  404,  487;  Mr.  Rogers,  p.  687;  Mr.  Monnett,  pp.  312,  SI. 
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Q.  They  have  an  independent  coal  comnanv.  which  is  a  kind  of  a  wheel  within  a 
wheel,  gotten  np  among  the  railroad  stocKhoiders? — A.  Yes;  and  that  company  is 
the  only  one  that  can  sncceBsfnlly  ship  coal  over  that  special  railroad. 

Q.  If  they  give  yon  a  rate,  do  yon  ever  have  any  tronble  in  yonr  country  in 
getting  cars? — ^A.  Why,  in  those  early  days  and  throughout  the  time  of  the  inde- 
pendent refiners'  struggle  that  was  one  of  the  principal  ways  in  which  the  rail- 
roads discriminated  in  lavor  of  the  Standard  Oil  Company.  They  refused  to  give 
cars  to  men  who  had  oil  to  ship.  For  instance,  if  a  man  wanted  20  or  3D  cars, 
perhaps  2  or  8  days  after  he  needed  them  1  or  2  would  come,  and  he  would  not  be 
able  to  get  his  oil  into  the  market  at  the  time  he  exi)ect«d. 

Q.  What  have  you  seen  in  the  way  of  discrimination  against  towns?  Has  any- 
thing of  that  kind  come  under  your  observation? — ^A.  Well,  not  jiersonally,  but 
in  the  investigation  of  this  question  I  have  found  that  towns  are  built  by  rail- 
roads and  that  towns  are  practically  destroyed  by  railroads  as  far  as  their  com- 
merce and  industry  are  concerned. 

Q.  Is  it  the  tendency  of  private  ownership  to  create  commercial  centers,  great 
centers? — A.  Yes. 

Q.  Like  Chicago?— A.  And  New  York. 

9.  Now,  what,  in  your  judgment,  would  be  the  effect  of  Government  owner- 
ship or  Government  control  that  would  require  all  railroads  to  carry  freight  for 
one  man  at  the  same  price  as  they  carry  it  for  all  others,  the  distribution  of  popu- 
lation being  taken  into  consideration? — A.  I  think  that  it  would  be  especially 
beneficial.  It  would  pve  individual  enterprise  an  opportunity.  Men  would  have 
the  courage  to  enter  mto  business  enterprises  that  they  do  not  dare  to  enter  under 
the  present  system. 

Q.  As  I  imderstand  you,  there  is  a  timidity  about  building  up  enterprises  in 
your  part  of  the  countiy  for  fear  of  discriminations  in  favor  of  some  strong  com- 
pany and  against  the  men  that  are  starting  the  new  enterprises? — ^A.  Yes. 

Q.  These  men  are  afraid  to  meet  competition? — ^A.  Yes;  the  great,  overshadow- 
ing fear  that  men  have  in  the  oil  country  in  starting  in  to  comx)ete  for  the  oil 
trade  and  the  refining  business  is  that  the  railways  will  design  against  them  and 
shut  them  out  of  the  markets;  that  is  the  trouble.  If  there  was  a  guaranty  titiat 
everybody  would  be  treated  equally  by  the  railways,  the  men  of  the  oil  regions 
have  the  courage,  the  ability,  and  the  resources  to  go  in  and  do  this  business. 

Q.  Now,  what  has  been  the  e3cperience  in  your  part  of  the  country  with  regard 
to  the  individual  farmer  marketing  his  product  and  the  elevator  companies  mip- 
ping  the  same  product  from  the  West? — ^A.  We  do  not  have  any  elevator  comi)aiiies 
m  our  section. 

Q.  No;  not  in  your  section;  I  refer  to  the  elevator  companies  in  Chicago  and 
the  West.  How  does  the  freight  rate  from  Chicago  to  New  York  correspond 
with  that  from  Pennsylvania  to  New  York? — ^A.  Well,  from  the  information  that 
I  have  gathered  on  investigation  of  the  subject,  the  rate  from  Chicago  to  New  York 
is  sometimes  much  less  than  it  is  from  Pittsburg  to  New  York. 

Q.  That  is,  the  elevator  companies  and  the  beef  companies  can  reach  the  mar- 
kets in  New  York  for  less  than  the  individual  farmer  in  Pennsylvania? — ^A.  Yes; 
I  believe  that. 

Q.  Is  that  a  general  principle  now  established  with  regard  to  the  beef  combines, 
the  elevator  combines,  and  all  like  combines?— A.  I  think  it  is. 

RELATIONS  BETWEEN  RAILROADS  AND  THE  SOUTH    IMPROVEMENT  COMPANY 

RESUMED. 

Q.  (By  Mr.  Ratchford.)  Did  I  understand  you  to  say  this  morning  that  the 
South  Improvement  Company  made  a  contract  with  the  railroad  comi>anies  in 
1872?— A.  Yes;  in  1872. 

Q.  Was  that  a  contract  to  transxxjrt  their  products  at  certain  prices? — ^A.  Yes, 
at  certain  prices;  they  raised  the  prices. 

Q.  Would  you  care  to  state  those  prices? — A.  I  can  not  state  the  prices  without 
referring  to  the  testimony  in  those  cases. 

Q.  (By  Mr.  Phillips.)  Have  you  referred  to  where  that  testimony  can  be 
found?— A.  I  have  referred  to  the  sworn  testimony. 

Q.  (By  Mr.  Ratchford.)  Can  you  state  who  comx>osed  this  South  Improve- 
ment Company?  Was  it  composed  of  the  independent  producers  and  refiners? — 
A.  The  South  Improvement  Company  was  composed  of  13  men.  Ten  of  them 
were  afterwards  the  prime  movers  in  the  Standard  Oil  Company  combine.* 

Q.  It  appears  that  the  contract  to  which  you  refer  was  not  carried  out  on  the 
part  of  the  railroad  company. — A.  No;  publicly  it  was  not.    I  wish  you  would  let 


1  See  Mr.  Einory>  p.619;  Mr.  Rice,  p.  aoa 
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me  answer  that.  That  contract  was  so  abhorrent  to  every  idea  of  American  right 
that  the  men  in  the  oil  regions  went  into  revolt.  They  would  not  stand  it;  they 
created  such  an  excitement  that  the  legislature  took  up  the  question  and  repealed 
the  charter  of  the  South  Improvement  Ck>mpany. 

Q.  Did  the  producers  bring  action  against  tne  railroad  company? — ^A.  There 
was  a  settlement  of  the  difficulty  at  the  time,  in  which  the  i>roaucers,  or  a  com- 
mittee of  the  producers,  entered  into  a  contract  with  the  raib-oad  company  that 
henceforth  there  should  be  no  discrimination  for  or  against  anvbody;  that  every- 
body was  to  have  equal  rights.  I  have  given  the  reference  to  that  contract;  ^  it  is 
on  record. 

Q.  Is  the  South  Improvement  Company  still  in  existence?— A.  The  charter  of 
the  South  Improvement  Company  was  repealed  by  the  Pennsylvania  legislature 
in  1872,  and  the  company,  of  course,  went  out  of  existence ;  but  as  you  will  note, 
by  referring  to  my  statement,  everything  that  the  railroad  company  contracted 
to  do  publicly  for  the  South  Improvement  Comiwrny  in  1872  they  have  since 
secretly  and  persistently  done  for  the  benefit  of  the  Standard  Oil  Company.  If 
the  South  Improvement  Company  had  been  allowed  to  go  on,  they  would  have 
created  a  monopoly  and  controlled  the  oil  business  just  exactly  as  the  Standard 
Oil  Company,  enjoying  the  same  advantages  which  the  railroad  companies  had 
contracted  to  give  the  South  Improvement  Company,  was  afterwards  able  to  do. 

THE  CASE  OF  MR.   RICE  RESUMED.^ 

Q.  In  referring  to  the  case  of  Mr.  Rice,  of  Marietta,  against  the  Standard  Oil 
Company,  did  you  say  that  the  railroad  companies  increased  the  rate  on  Mr.  Rice's 
product,  charging  him  an  exorbitant  price  ? — ^A.  Yes. 

Q.  And  that  in  doing  so  they  paid  a  certain  percentage  of  the  amount  received 
from  Mr.  Rice  to  the  Standard  Oil  Company?— A.  Tnat  is  right.  Now  let  me 
answer  that  a  little  further.  Rice  got  the  crude  oil  for  his  refinery  from  the  Maxburg 
field,  which,  I  think,  is  something  like  70  or  80  miles  from  Marietta.  Rice  had  a 
little  pix>e  line  and  a  car.  He  obtained  a  rate,  I  think,  of  15  cents  a  barrel  from 
the  Lake  road  for  his  car,  running  it  back  and  forth.  He  was  extending  his 
business,  and  the  Standard  Oil  Company  got  after  that  railroad  and  told  those 
men  that  he  had  to  be  stopped.  When  the  road  went  into  the  hands  of  a  receiver, 
Daniel  O'Day  went  to  the  receiver  and  threatened  that  unless  they  would  carry 
the  Standard  oil  for,  I  think,  10  cents  a  barrel  and  charge  Rice  35  cents  a  barrel — 
I  am  not  quite  sure  as  to  these  amounts,  but  I  can  fix  that — ^they  would  lay  a  pipe 
line  and  ship  all  their  oil  by  pipe  line  to  their  refineries  in  Marietta.  The  evidence 
shows  that  the  receiver  made  that  arrangement,  and  out  of  the  35  cents  that  Rice 
paid  he  turned  over  20  or  25  cents  in  rebates  to  the  Standard  Oil  Company.  It  is 
m  evidence ;  it  is  on  record ;  it  can  all  be  seen. 

Q.  Do  you  believe  that  it  was  the  result  of  a  demand  on  the  part  of  the  Standard 
Oil  Company? — A.  Yes. 

Q.  Following  that  question,  now,  a  little  further,  have  you  not  stated  that  the 
railroad  company  finally  refused  to  ship  Mr.  Rice's  oil  at  any  price? — ^A.  Yes; 
that  was  afterwards.  Rice  extended  his  pipe  line  to  the  Muskmgimi  River,  I 
think,  or  some  river  that  runs  in  there  at  Marietta,  and  got  some  flatboats.  The 
refusal  to  give  Rice  any  rate  at  all  was  when  he  attempted  to  get  his  oil  into  the 
southern  markets. 

Q.  Do  you  believe  that  was  also  the  result  of  the  influence  of  the  Standard  Oil 
Company?— A.  I  have  no  doubt  of  it  in  the  world;  not  the  least. 

Q.  Now,  if  the  Standard  Oil  Company  found  it  advantageous  to  get  from  the 
railroad  company  a  certain  percentage  of  the  money  paid  by  Mr.  Rice  for  his 
shipment,  how  could  it  be  advantageous  for  it  to  influence  the  railroad  company 
to  give  Mr.  Rice  no  transportation?— A.  The  profit  of  this  monopolar  has  been  enor- 
mous. The  $500,000,000  which  it  is  said  they  have  accumulated  is  an  immense 
amount  of  wealth,  and  they  have  gotten  it  by  working  the  railroads  to  destroy  all 
competitors  so  that  they  could  force  the  consumer  to  pay  a  large  price  for  tneir 
oil.  The  25  cents  rebate  which  they  got  on  Rice's  oil  was  only  a  drop  in  the 
bucket  comx>ared  to  the  profits  that  they  could  obtain  by  shutting  Rice  out  of  the 
D^arket  and  selling  their  oil  in  Rice's  territory. 

Q.  I  take  it  from  that  that  the  company  obtained  the  best  conditions  they  could 
and  that  when  they  could  improve  them  they  did  so.  Is  that  it? — ^A.  The  Standard 
Oil  people? 

Q.  Yes.— A.  They  are  always  looking  out  for  the  Standard  Oil. 

1  See  p.  886  «  See  p.  390. 
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PRODUCTION  OF  INDEPENDENTS  AND  STANDARD  COMPARED. 

Q.  (B^  Mr.  Kennedy.)  Can  yoa  state  approzimatelv  what  per  cent  of  the 
remied  oil  of  this  country  is  tnmed  ont  by  tne  independent  companiee?— A.  We 
calculate  that  they  are  handling  about  4  per  cent. 

Q.  Only  4  per  cent? — ^A.  Only  4  per  cent.    Ton  know  it  is  an  immense  basiness. 

Q.  (By  Mr.  Phillips.)  That  is,  taking  the  Ohio  oil?— A.  The  Ohio  oil  and  the 
Pennsylvania  oil  and  all  the  different  grades.* 

Q.  (By  Mr.  Kennedy.  )  Can  you  state  what  per  cent  of  the  oil  you  refine  is  sent 
into  the  German  market? — ^A.  I  am  not  one  of  the  managers  of  that  enterprise. 
I  know  that  the  larger  percentage  of  the  oil  is  exported. 

Q.  Then,  I  gather  from  your  testimony  that  the  business  you  do  in  this  country 
is  done  at  a  loss,  and  that  the  coinpanies  are  enabled  to  live  and  make  a  profit  by 
the  advantages  they  have  in  the  German  market;  is  that  so? — ^A.  Yes;  the  inde- 
pendent proaucers  and  refiners  went  into  the  New  York  City  market  to  supply 
the  consumers,  but  the  Standard  immediately  brought  the  price  down  there  and 
they  hold  it  down  so  that  there  is  no  profit.  1  think  I  am  not  revealing  any  trade 
secrets  when  I  say  that  the  independents  have  lost  money  continuously  in  Ne^v 
York  and  Philadelphia  in  their  attempt  to  supply  those  cities  with  oil;  but  the 
profit  which  they  make  in  their  exx>ort  business,  in  their  trade  in  Germany,  in 
which  thev  have  an  equal  show  all  around,  is  sufficient  to  make  up  those  losaes 
and  still  show  quite  a  favorable  earning  for  the  amount  of  capital  invested. 

standard  oil  company's  method  of  competition. 

Cj.  (By  Mr.  Phillips.)  How  does  the  Standard  meet  competition  at  the  different 
points  m  the  country?  Have  you  any  specific  knowledge  of  discrimination 
against  the  independent  producers  at  any  particular  point  or  points?— A.  Wben 
the  independent  producers  come  into  a  district  to  sell  refined  oil  the  Standard 
brings  the  price  of  oil  down  in  order  to  try  and  make  them  lose  money.  Another 
plan  which  the  Standard  Oil  Company  people — ^I  always  like  to  use  that  word 
**  people  "  because  it  is  such  a  hydra-headed  concern  that  if  you  do  not  you  may  not 
hit  the  right  thing — follow  is  to  intimidate  merchants  and  prevent  them  usin^  or 
selling  anybody's  oil  except  their  own.  Of  course,  I  have  read  of  a  good  many 
instances  of  that  kind,  but  I  have  in  mind  a  special  instance.  In  1888  I  was  in 
the  Panhandle  of  Texas,  at  Wichita  Falls,  ana  bought  some  land  there  from  a 

fentleman  by  the  name  of  W.  W.  White.  He  was  quite  a  prominent  merchant, 
[e  had  a  large  store  and  fitted  out  the  wagon  trains  that  went  over  the  plains. 
While  I  was  there  he  told  me  of  his  experience  in  the  oil  business.  He  had  been 
buying  his  oil  from  the  Standard  Oil  Company,  but  one  day  a  man  came  along 
vnth  some  specimens  of  oil  that  were  verv  much  finer  than  any  he  had  been  able 
to  get,  and  tne  price  being  satisfactory,  he  purchased  a  carload  of  oil  from  him. 
After  2  or  8  weeks  the  car  of  oil  arrived,  ana  the  next  morning  the  Standard  Oil 
Comx)anv's  reijresentative  from  Fort  Worth  appeared  on  the  scene  and  chal- 
lenge Mr.  White's  ri^t  to  buy  anybody's  oil  except  theirs  and  declared  that  they 
would  not  stand  it.  He  finally  threatened  to  establish  a  store  and  run  White  out 
of  business  if  he  insisted  on  selling  any  other  oil  than  theirs.  White  was  a  con- 
servative, closefisted  fellow,  and,  of  course,  the  prospect  of  having  to  lose  his 
business  was  sufficient;  and  it  was  settled  and  agreed  that  he  could  sell  this  car 
of  oil  if  he  would  agree  not  to  buy  any  more  of  it  and  to  buy  only  from  them. 

THE  STANDARD  OIL  COMPANY  AS  A  PRODUCER  OF  OIL. 

Q.  Has  not  the  Standard  Oil  Company  become  quite  a  large  producer  of  oil? — 
A.  Yes. 

Q.  They  own  a  very  large  percentage  of  the  Ohio  oil  fields  which  produce  what 
is  called  the  Lima  oil? — A.  Yes. 

Q.  Did  they  purchase  that  after  the  price  of  Lima  oil  had  fallen  to,  say,  10,  15, 
or  20  cents? — A.  Yes. 

Q.  When  they  entered  that  field  and  purchased  a  large  body  of  it,  was  it  very 
cheap? — ^A.  Yes. 

Q.  And  did  they  fix  the  prices? — ^A.  I  remember  that  very  well.  When  the  first 
oil  was  struck  in  Ohio  the  independent  people,  who  were  interested  in  it,  went  out 
and  found  a  market  for  it  for  fuel  and  manufacturing  purix)ses,  and  were  enabled 


>  Bee  Mr.  Archbold,  p.  600. 
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to  get  from  40  to  50  cents  at  the  wells*  That  is  what  it  would  net  them  after  they 
had  paid  the  expenses  of  delivering  it.  Finally  the  Standard  Oil  Ck>mpany  reached 
out  after  this  new  field,  and  by  manipnlation  of  the  railways  thev  interfered 
with  the  independents  and  got  control,  and  palled  the  price  of  that  oil  down  to  15 
cents  a  barrel.  They  held  it  at  15  cents  a  barrel  in  Ohio  nntii  they  broke  the 
hearts  of  the  producers,  and  then  bought  nearly  the  entire  country  upon  that 
basis.' 

HOW  THE  PRICE  OF  OIL  IS  DETERMINED. 

Q.  Is  the  price  of  oil  now  determined  by  the  exchange,  or  is  it  fixed  absolutely 
by  the  Standard? — A.  I  do  not  remember  the  date,  but  it  is  quite  a  number  of 
years  since  Joseph  Seep,  the  purchasing  agent,  gave  notice  that  the  price  of  oil 
uxK>n  the  exchange  would  not  oe  the  price  that  they  would  pay  for  oil,  and  that 
they  would  fix  the  price  for  credit  balances,  that  is,  what  the  producer  had  and 
wanted  to  sell,  at  what  the  markets  of  the  world  would  wai*rant.  Since  that  time 
the  Standard  has  fixed  the  price.  Often  there  has  been  a  wide  divergence  between 
the  price  of  oil  on  ^e  floor  of  the  exchange  and  the  price  fixed  by  the  Standard 
Oil  Comply  for  credit  biJances. 

standard's  method  of  FURCHASmO  OIL  PROPERTY. 

Q.  You  have  explained  about  the  reduction  of  the  price  of  oil  in  Ohio.  Has  not 
the  Standard  bought  a  large  amount  of  producing  property  in  the  Pennsylvania 
and  Virginia  fields,  and  were  not  those  purchases  made  at  an  extremely  low  price 
as  a  rule? — A.  I  think  that  their  policy  has  been  to  depress  the  price  of  oil  and  to 
discourage  men  who  had  oil  properties  and  who  were  loaded  with  debt  until  a 
point  was  reached  where  they  could  go  to  them  and  buy  up  their  property.  They 
bought  a  very  large  amount  of  property.  It  was  just  before  the  great  rise  which 
occurred  after  they  had  bought  all  the  property  they  could. 

Q.  What  was  the  date  of  that?— A.  I  think  it  was  1896  or  1897.  After  they  had 
bought  aH  the  jjroperty  they  could  the  market  went  up  very  high,  as  high,  I  think, 
as  $2.60,  and  prices  remained  high  for  quite  a  long  period.  Evidently  they  had  in 
mind  the  idea  of  depressing  prices  and  obtaining  this  property,  but  the  law  of 
supply  and  demand  will  ultimately  make  itself  felt.  For  instance,  the  low  point 
at  wmch  they  had  maintained  the  price  of  oil  had  impoverished  the  producers  and 
stopped  their  development,  and  as  a  result  of  that  long  depression  the  stocks  ran 
down  in  the  storage  tanks  to  4,000,000  or  5,000,000  barrels.  Then  that  movement 
in  which  they  fix^  a  very  extreme,  fictitious  price  was  begun  for  the  purpose  of 
g^dtting  everybody  excited  and  getting  producers  out  into  the  field  to  develop  new 
territory  and  increase  the  supply  of  oil.  • 

Q.  And  did  that  great  advance  shortly  after  the  purchase  of  the  territory  aid 
them  in  paying  for  it?  Did  they  not  advance  the  price  of  refined  oil  also? — A. 
Oh,  very  largely;  very  largely.  I  can  not  give  the  exact  figures,  but  I  have  them 
here;  I  can  give  the  commission  the  benefit  of  these  figures. 

Q.  You  tfink,  then,  that  they  assessed  the  world  to  jxay  for  that  property? — A. 
Yes,  2  or  8  times  over;  yes,  40  times  over.* 

Q.  When  they  have  bought  out  pii)e  lines  they  have,  as  a  iiile,  depressed  the 
price  of  oil?— A.  Always.    I  gave  that,  I  am  sure,  to  the  commission. 

Q.  Upon  whom  would  the  payment  for  these  pipe  lines  fall? — ^A.  Four  or  five 
tdmes  more  than  the  amount  would  come  from  the  producers.  I  gave  the  com- 
mission a  statement  as  to  how  they  pulled  the  price  down  from  $1.80  to  53  cents 
a  barrel. 

Q.  Do  you  think,  then,  that  when  they  buy  a  large  amount  of  nroperty  they  are 
enabled  to  assess  the  consumers  not  only  in  this  country,  but  abroad,  to  pay  for 
it?  Is  it  in  their  power  to  do  that? — ^A.  They  practically  control  the  markets  of 
the  world  and  are  working  them  to  get  all  out  of  them  they  can. 

Q.  When  they  buy  out  a  pipe  line  at  a  high  price  and  depress  the  price  of  oil 

A.  (Interrupting.)  The  producer  has  to  pay  for  that  pipe  line  many  times  over. 

Q.  Has  any  member  of  the  commission  any  further  questions  to  ask?  Have 
you  any  brief  statement  you  wish  to  make? — ^A.  I  have  nothing  further. 

Testimony  closed. 

*  See  Mr.  Monhett,  pp.  318,  319;  Mr.  Boyle,  p.  i89;  Mr.  Apchbold,  pp.  580, 681 
•See  Mr.  Archbold,  p.  561;  Mr  PhUlips,  p.W2. 
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Washington,  D.  C,  September  6, 1899. 

TESTIMOVT  OF  PATBICK  C.  BOYLS, 

Proprietor  and  publisher  of  the  OH  City  Derrick. 

The  commission  met  at  10.90  a.  m.,  September  6, 1809.  Vioe-Chairman  Phiilipe 
presided  and  introduced  Mr.  Patrick  C.  Boyle,  of  Oil  City,  Pa.,  who,  being  dnly 
sworn,  testified  regarding  the  oil  industry . 

THE  OIL  CITY  DERRICK  THE  ORQAN  OP  OIL  PRODUCERS. 

Q.  (By  Mr.  Phillips.)  Please  state  to  the  commission  yonr  name  and  resi- 
dence.— A.  Patrick  C.  Boyle,  Oil  City,  Pa. 

Q.  What  business  are  you  engaged  in? — ^A.  Just  now  I  am  an  editor  and 
publisher. 

Of  what  paper?— A.  The  Oil  City  Derrick. 

You  are  the  editor  and  publisher  of  that  paper? — ^A.  And  proprietor. 
Who  are  the  owners  and  stockholders?— A.  Well,  there  are  five  stockholders. 
I  own  all  of  the  stock  but  enough  to  qualify— aU  but  four  shares;  there  are  four 
other  stockholders  owning  one  snare  each,  enough  to  qualify  them  as  directors. 

Q.  Are  any  of  the  Standard  Oil  Company  interested  at  present,  or  have  they 
been,  in  the  Oil  City  Derrick?— A.  They  are  not  now  and  have  not  been  for  very 
many  years.    I  have  been  the  proprietor  of  the  paper  for  a  great  many  years. 

Q.  Were  they  not  the  original  purchasers  of  the  paper  before  you  came  into 
possession  of  it?— A.  When  I  came  into  possession  it  was  known  as  the  Derrick 
Publishing  Company,  and  W.  J.  Young  was  manager;  that  was  in  1885. 

Q.  Was  W.  J.  Younff  managing  it  in  the  interests  of  the  Standard  Oil  Com- 
pan^r? — A.  Not  as  I  understand  it.  He  did  not  conduct  it  in  the  interests  of  any 
particular  party,  but  employed  editors,  and  they  printed  the  news,  as  other 
papers  did. 

Q.  Is  it  not  publicly  and  fully  known  to  be  the  organ  of  the  Standard  Oil  Com- 
I)any?  Is  it  not  so  considerea  throughout  the  whole  oil  field? — A.  It  may  be 
assumed  to  be  the  organ  of  the  Standard  Oil  Company,  but  it  is  not.  It  is  the 
organ  of  the  oil  producers.  It  is  the  firm  and  steadfast  friend  of  the  producing 
interest,  and  has  been  from  that  day  to  the  present  time.  I  am  speaking  of  my 
personal  connection  with  it.  From  1870  to  lod5  I  knew  very  little  about  the 
paper,  but  up  to  1879  and  since  1885  it  has  not  been  the  organ  of  any  special 
party. 

Q.  Has  there  ever  been  any  adverse  criticism  of  the  Standard  Oil  Compan>  in 
the  Derrick? — ^A.  Oh,  unquestionably:  any  number  of  them. 

<ji.  Within  the  last  10  years? — ^A.  Oh,  I  can  not  recall  any  particular  time. 
Within  the  last  10  years  there  has  been  no  occasion  for  adverse  criticism  of  the 
Standard  Oil  Company.  There  unquestionably  would  have  been  if  there  had  been 
any  occasion  for  it.' 

Q.  Since  you  have  been  manager  it  has  always  been  ver^  friendly  to  the  Stand- 
ard Oil  Company? — ^A.  I  can  not  say  that.  It  is  very  friendly  to  the  entire  oil 
trade.  As  the  standard  Oil  Company  is  a  part  or  division  of  that  trade,  it  is 
friendlv  to  that  as  weU  as  the  other  interests. 

Q.  Mas  it  not  been  adverse  to  all  the  independent  movements  that  have  been 
started  since  you  have  been  manager  and  editor? — ^A.  No,  sir. 

Q.  And  especially  the  independent  pipe  lines? — ^A.  Only  to  those  involving  an 
unnecessary  outlay  of  money  and  a  taxation  of  the  producers.  It  has  stood  hand 
in  glove  with  the  producers  except  those  who  would  impose  a  tax  on  them  for 
useless  service. 

Q.  Do  you  consider  it  imposing  a  tax  on  the  producers  f  Oi  the  refiners  and  pro- 
ducers to  build  a  pipe  line  mto  a  given  field  for  their  own  benefit? — ^A.  So  long  as 
there  was  an  efficient  service  already  performed  at  the  same  cost  I  should  consider 
it  a  hardship  to  have  a  duplicate. 

Q.  If  you  owned  a  refinery  would  you  consider  it  a  hardship  on  yourself  and 
stockholders  to  lay  a  pipe  line  to  gather  oil  from  the  fields? — ^A.  We  have  taken 
the  position  that  the  producer  would  not  be  benefited  by  the  duplication  of  the 
pipe  line,  and  in  that  position  we  have  been  sustained  by  the  results.  Most  of  the 
pipe  lines  erected  10  years  ago  have  never  paid  a  cent  in  dividends. 


1  See  Mr.  Lockwood,  pp.  398, 2M 
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WHY  THE  WITNESS  IS  BEFORE  THE  COMMISSION. 

Q.  You  may  proceed  in  your  own  way  to  make  a  statement  of  whatever  facts  yon 
have  to  the  commission,  but  there  is  one  question  I  will  take  the  liberty  to  ask 
b^ore  you  proceed.  By  whose  solicitation  did  you  come  before  this  commission 
to  give  testimony? — ^A.  My  own. 

Q.  Your  own  solicitation.  Did  you  have  any  conversation  with  the  principals 
of  the  Standard  Oil  Company  before  coining  before  this  commission? — ^A.  None 
whatever,  before  or  since.  I  should  like  to  state  in  way  of  explanation  that  it 
was  tiie  outrageous  testimony  which  I  had  heard  here  by  previous  witnesses  that 
impelled  me  to  ask  the  priiolege  of  coming  before  you  as  an  observer  and  as  a 
I>er8on  in  a  position  ,to  enow  l£e  facts  and  to  make  some  statements  concerning 
the  oil  industry. 

EARLY  HISTORY  OF  THE  OIL  INDUSTRY. 

There  was  an  oil  business  in  existence  before  Drake  drilled  his  experimental 
well  in  1859.  The  manufacture  of  shale  oil  began  about  1840  in  France,  10  years 
later  in  England,  and  3  years  later  in  America.  While  America  was  perhaps  the 
latest  among  tiie  Anglo-Saxon  races  to  embark  in  the  new  industry,  it  made  up  in 
enteo^rise  what  it  Lacked  in  precedence.  With  the  discovery  of  petroleum  in 
1859  tne  coal-oU  industry  of  this  country  within  a  year  or  two  practically  ceased 
to  exist,  and  plants  constructed  for  the  distillation  of  oil  from  shale  were  con- 
verted into  renneries  for  the  crude  petroleum.  By  this  means  the  refining  indus- 
try was  fully  established,  when  pelsroleum  appeared  to  claim  the  attention  of 
commerce.  The  product,  crude  from  the  weus,  found  a  ready  market  at  remu- 
nerative prices.  Petroleum  was  produced  from  gravel  beds,  salt  wells,  and  oil 
springs  long  before  it  was  obtained  by  the  artesian  process,  and  a  considerable 
commerce  established  by  Eier,  Badger,  Ferris,  Peterson,  Lockhart,  and  others 
when  the  Drake  well  came  to  increase  the  production.  It  was  not  at  once  used 
in  the  arts,  but  a  demand  was  found  for  it  amonp^  the  ai)othecaries,  and  for  many 
years  it  was  known  to  the  pharmacopoeist  as  a  liniment.  Artesian  borings  were 
first  applied  in  America  by  salt  proaucers.  At  this  i)oint  I  should  like  to  pre- 
sent petroleum  in  the  original  package.  That  is  the  way  it  appears.  [Present- 
ing small  bottles  of  crude  petroleum].  The  first  is  from  the  Kiers  well,  and  the 
second  is  from  a  well  in  Kentucky — ^m>m  the  American  oil  well  on  the  Cumberland 
River.  Prof.  S.  F.  Peckham  describes  at  some  length  in  the  Tenth  Census  reports 
the  ^ocess  employed  by  Colonel  Ruffner,  the  pioneer  salt-well  driller,  in  1808. 
Colonel  Ruffner  is  given  credit  by  this  writer  for  having  devised  drilling  tools  not 
differing  materiaUv  in  form  from  those  now  in  use.  The  jars,  an  essential  imple- 
ment in  the  oil-well  driller's  outfit,  is  said  to  have  been  devised  and  first  used  by 
Colonel  Ruffner,  and  every  salt- well  borer  since  his  time  has  laid  claim  to  the 
use  of  this  indispensable  implement.  As  a  matter  of  fact,  drilling  tools,  substan- 
tially the  same  in  form,  were  employed  by  the  English  coal  hunters  a  hundred 
years  before.  This,  however,  does  not  detract  in  the  least  from  the  credit  due  to 
Colonel  Ruffner,  who  unquestionably  had  never  seen  nor  heard  of  an  English 
rock-boring  outfit.  Many  of  the  early  oil  wells  were  drilled  after  the  manner  of 
Ruffner  and  those  who  succeeded  him  with  light  tools,  depending  from  the  end 
of  a  flexible  pole,  which  rose  and  fell  by  hand  power  manually  apphed.  Oil,  often 
in  very  considerable  quantity,  was  noticed  in  salt  wells,  in  some  of  which  the  flow 
was  so  free  as  to  interfere  wijbh  the  o];)eration  for  brine.  The  demand  for  salt, 
about  1810  to  1814,  along  the  western  slope  of  the  Alleghenies  from  New  York 
to  Alabama  was  so  great  as  to  excite  adventure  in  many  parts,  and  salt  wells 
were  bored  simultaneously  in  widely  separated  localities  on  tiie  Ohio,  Monon- 
gahela,  Allegheny,  and  Kanawha  rivers  and  their  tributaries  in  Iwrge  numbers, 
and  with  what  mi^ht  pass  for  spontaneous  effort.  Every  district  so  explored  has 
its  traditions  of  oil  discoveries,  and,  singular  to  say,  the  later  oil  developments 
in  almost  every  instance  have  been  faithfully  outlined  by  the  salt  wells.  In  the 
absence  of  surface  indications,  at  one  time  much  in  demand,  all  the  earlier  oil 
developments  were  conducted  in  the  vicinity  of  salt  districts,  with  the  single 
exception  of  Oil  Creek,  and  here  it  was  found  exuding  from  crevices  in  the  rock 
or  from  gravel  bed  deposits.  Rev.  S.  J.  M.  Eaton,  one  of  the  most  intelligent 
observers  among  the  early  writers  on  oil  topics,  reports  the  first  shipment  of 
petroleum  from  the  region  of  Oil  Creek  to  consist  of  two  5-gallon  kegs,  conveyed 
to  Pittsburg  on  horseoack  by  a  Mr.  Carey,  one  of  the  first  settlers  in  Venango 
Coxmty.  G^n.  Samuel  Hays,  another  pioneer  settler  of  Venango  County,  at  a 
later  ];)eriod  purchased  the  oil  product  of  the  county,  16  barrels  in  all,  represent-, 
ing  a  year's  production,  which  was  conveyed  to  I^ttsburg  by  raft  and  sold  to 
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apothecaries  at  a  dollar  a  gallon.  PreviotiB  to  1820  the  production  of  oil  tram 
salt  wells,  added  to  a  somewhat  extensive  dipping  interest  at  yarions  places  in 
several  States,  had  reached  a  very  considerable  amount;  so  large,  indeed,  that  the 
snpply  seemed  inexhaustible,  and  a  writer  in  the  Pittsburg  Gazette  in  1828  agitates 
the  use  of  petroleum  for  street-lighting  purposes. 

THE  FIRST  FLOWING  OIL  WELL. 

The  first  flowing  well  anywhere  was  the  famous  American  well,  near  Btirkes- 
ville,  on  the  Cumberland  River,  in  Kentucky.  It  was  drilled  for  brine  in  1829, 
on  the  land  of  Mr.  Lemuel  Stockton,  who  passes  into  history  as  the  first  of  his 
race  to  literally  **  set  the  river  on  fire." 

Niles*  Register  (1829)  says:  *'Some  months  since,  in  the  act  of  boring  for  salt 
wells,  in  Cumberland  County,  Ky.,  a  vein  of  pure  oil  was  struck,  from  which  it 
is  almost  incredible  the  quantity  of  the  substance  issued.  The  dischargee  -were 
by  fioods,  at  intervals  of  from  2  to  5  minutes  between  each  flow,  vomiting  forth 
many  barrels  of  pure  oil.  These  floods  continued  for  3  or  4  weeks,  when  they  sab- 
sided  to  a  constant  stream,  affording  many  thousand  gallons  per  day." 

Another  writer  says:  "  The  oil  found  its  way  into  tne  Cuniberland  River,  was 
set  on  fire,  and  is  said  to  have  burced  on  the  surface  for  a  distance  of  40  miles 
below."  In  1833  Professor  Siliman  describes  a  visit  to  the  oil  springs  near  Cnba, 
N.  Y.,  and  the  manner  of  collecting  the  oil  from  the  surface  of  the  water. 
Charles  B.  Tergo,  in  his  Gh:ography  of  Pennsylvania,  1843,  describes  the  oil 
springs  on  Oil  Creek,  from  each  of  which  from  2  to  10  barrels  of  oil  were  col- 
lected in  the  season  by  the  proprietors.  In  1845  petroleum  obtained  from  Peter- 
son's salt  well,  at  Tarentum,  ^7as  experimentally  used  as  a  lubricant  at  the  Hope 
Cotton  Factory,  in  Allegheny.    Two  years  later,  Thomas  and  Samuel  M.  Kier 

Sroduced  oil  from  saJt  wells  in  the  vicinity  of  Peterson's  wells,  and  Samuel  Kier, 
eeming  the  oil  more  important  than  salt,  set  about  to  find  a  market  for  it.  A 
description  of  his  efforts  in  this  direction  is  set  forth  in  the  Derrick  EEandbook, 
pases  945  and  947.  N:>  one  who  is  familiar  with  the  history  of  the  petrolemn 
maustry  can  withhold  from  Ki  3r  the  credit  of  being  the  first  trader  and  one  of 
the  earliest  manufacturers  of  mineral  oil.  His  enorts  in  behalf  of  an  infant 
industry  merit  more  than  passing  notice,  and  his  contribution  to  it  should  be  T)er- 
petuated  in  permanent  form  by  a  grateful  people. 

ORGANIZED  ATTEMPT  TO  PRODUCE  PETROLEUM. 

The  first  organized  effort  to  produce  petroleum  appears  to  have  been  set  on  foot 
in  1853  by  Jacob  D.  Angier,  of  Titusvillc.  The  first  recorded  lease,  the  one  under 
which  he  ox)erated,  contained  these  stipulations,  to  wit: 

* 'Agreed,  this  4th  day  of  July,  A.  D.  1853,  with  J.  D.  Angier,  of  Cherrytree 
Township,  Venango  County,  Pa. ,  that  he  shall  repair  up  and  keep  in  good  order 
the  old  oil  spring  on  land  in  said  Cherrytree  Township,  or  dig  and  make  new- 
springs,  and  the  expense  to  be  deducted  out  of  the  proceeds  of  the  oil,  and  the 
balance,  if  any,  to  be  equally  divided,  the  one-half  to  J.  D.  Angier,  the  other  half 
to  Brewer,  Watson  &  Co.,  for  the  full  term  of  5  years  from  this  date,  if  profitable. 

"  Brewer,  Watson  &  Co. 
"J.  D.  Angier." 

The  royalty  or  rental  fixed  in  the  above  lease  served  as  a  model  for  the  oil  leases 
later  on,  and  the  tei-ms  were  adopted  to  a  very  considerable  extent  during  liie 
earlier  periods  of  development.  Under  this  agreement  Angier  proceeded  to  dig 
ditehes  and  pits,  and  in  so  doing  frequently  struck  pockete  of  oil  in  the  gravel  a  few 
feet  below  the  surface.  When  the  ditehes  were  first  opened  from  4  to  6  f^ons 
were  collected  per  day  from  the  surface  of  the  water,  but  the  labor  required  to 
keep  the  oil  flowing  consumed  the  entire  profit,  and  after  a  few  months  the 
experiment  was  abandoned. 

Angier  appeared  to  have  been  unfortunate  only  in  his  location.  A  slight  change 
of  a  very  few  rods  north  and  westward  would  have  brought  him  to  the  vicinity  of 
what  was  subsequently  known  as  the  bonanza  district,  where,  in  1877,  oil  springs 
were  developed  at  a  depth  of  15  feet  in  a  bed  of  gravel  confined  above  and  oelow 
by  a  casing  of  clay,  impervious  to  water,  from  which,  in  the  course  of  a  very  few 
months,  thousands  of  barrels  of  oil  were  obtained. 

The  next  organized  effort  to  obtain  oil  from  the  springs  was  by  Qeorge  H.  Bissell 
and  Jonathan  G.  Eveleth,  who  in  1854purchased  135  acres  in  Cherrytree  Town- 
ship, Venango  County,  from  Brewer,  Watson  &  Co.,  upon  which  the  subsequent 
experiments  of  Drake  were  conducted.    Preliminary  to  the  boring  of  the  Ihrake 
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107611  a  leape,  dated  December  30, 1857,  was  effected  by  and  between  the  Pennsyl- 
vania Bock  Oil  C!ompany,  and  £.  D.  Bowditch  and  £.  L.  Drake,  conveying  the 
same  land  purchased  bv  Bissell  &  Eveleth  from  Brewer,  Watson  &  Co.  As  the 
first  oil  lease  under  which  operations  were  actuaUy  conducted  it  is  worthy  of 
notice.  The  lease  in  substance  makes  acknowledgment  of  the  payment  of  $1  in 
hand,  then  is  mentioned  the  demise  and  let  of  the  lands,  **  owned  or  held  under 
lease  by  the  said  company  in  the  county  of  Venango,  in  the  State  of  Pennsylvania, 
to  bore,  dig,  mine,  search  for.  obtain  oil,  salt,  coad,  or  other  minerals  existing  in 
and  nx>on  said  l^nd,  and  to  take  and  remove  and  sell  such  for  the  exclusive  use 
and  benefit,  for  the  term  of  15  years,  with  the  privilege  of  renewal  for  the  same 
term.  Rental,  one-eighth  of  all  the  oil  collected  from  the  springs  in  barrels  f ur- 
ni^ed  or  paid  for  by  lessors.  The  lessees  may  elect  to  purchase  the  said  one-eighth 
royalty  at  45  cents  a  gallon,  but  when  such  election  be  made  it  shall  remain.  On 
all  other  minerals,  10  per  cent  of  the  net  profit.  Lessees  agree  to  prosecute  opera- 
tions as  early  in  the  spring  of  1858  as  the  season  will  permit,  and  the  failure  to 
-work  the  property  for  an  unreasonable  length  of  time  or  failure  to  pay  rent  for 
more  than  60  days,  the  lease  to  be  null  ana  void."  By  iigreement,  February  12, 
1858,  the  lease  was  amended  so  that  12  cents  for  every  gallon  of  oil  should  be 
payment  in  full  for  all  rental;  the  amendment  also  gave  ulq  lessees  the  privilege 
of  renewal  for  25  years. 

SUCCESSFUL  PRODUCTION  IN  THE  OIL  CREEK  TERRITORT. 

The  experimental  boring,  begun  in  1858,  was  not  carried  to  a  successftd  conclu- 
sion till  tne  latter  part  of  August,  1859.  The  excitement  attending  the  success  of 
Drsike*s  experiment  finds  a  parallel  in  the  gold  discoveries  in  California,  to 
-which  it  is  second  only  in  degree  and  not  importance.  The  fact  that  the  oil  could 
be  obtained  by  artesian  boring  with  so  little  labor  and  expense  was  sufficient  to 
create  a  demand  for  territory  m  the  vicinity  and  to  inspire  others  to  follow  his 
example.  During  this  and  the  year  f  ollowinfl^  wells  were  completed  in  varions 
parts,  embracing  the  entire  length  of  Oil  Creek,  south  of  Titus ville  and  extend- 
ing to  Franklin,  below  its  moutn  and  Tidioute  above.  The  produced  oil  did  not 
fo  begging  for  a  market;  rather  buyers  came  begging  for  the  oil.  Col.  A.  C. 
'erris  claims  to  have  purchased  the  first  thousand  barrels  produced  from  the 
Drake  well,  which  he  distributed  among  the  New  York  refineries.  The  early 
writers,  Gesner,  Hodge,  Redwood,  Antisell  and  others  inform  us  that  the  art  of 
refining  coal  oil  had  attained  to  an  advanced  stage  before  petroleum  was  com- 
mercially known.  Both  Gesner  and  Antisell  published  list^i  of  patents  covering 
aJmost  every  process  of  manufacture  as  practiced  by  the  oil  refiner  of  the  present 
day,  all  known  and  man^  of  them  issued  prior  to  18^.  Steam  was  freely  used  in 
distillation  and  suggestions  offered  for  various  processes  of  continuous  distilla- 
tion. In  1860  Joshua  Merrill  took  out  letters  patent  for  a  process  for  ''  cracMnff  " 
oil,  which  demonstrates  that  chemistry  was  abreast  of  the  drill,  in  devising  useful 
methods  of  manufacture. 

TRANSPORTATION  AND  MEASURES  OF  OIL. 

The  one  problem  left  unsolved  was  that  of  transportation.  The  oil  district,  then 
dO  miles  distant  from  the  nearest  railway  points,  was  dependent  upon  teams  for 
an  outlet.  Oil  was  conveyed  by  wagons  from  Titusville  to  Union  Mills  (now 
Union  City)  and  Erie,  b^  raft  and  barge  to  Pittsburg,  by  way  of  Oil  Creek  and 
the  Allegheny  Biver.  Oil  refineries  rose  as  if  by  magic  throughout  the  region. 
Before  tne  industry  had  closed  its  first  ^ear  there  is  said  to  have  been  upward  of 
a  dozen  so-called  refineries  in  Erie,  50  miles  distant  from  the  fields  of  production. 
One  of  the  difficulties  met  at  the  outset  was  the  scarcity  of  packages.  The 
demand  for  barrels  outgrew  the  supply,  and  any  cask  fit  to  retain  fluid  was 
impressed  into  the  service  of  the  oil  producer.  The  unit  of  measure  at  the  outset 
bemg  the  gallon,  sales  were  made  on  that  basis,  therefore  the  size  of  the  packi^e 
was  not  a  necessary  condition  to  trade.  But  later  on,  when  the  barrel  oecame 
the  unit,  discrepancy  in  the  size  of  barrels  became  a  matter  of  embarrassment  to 
the  producer.  The  resources  of  the  seaport  towns  were  drawn  upon  for  coopers, 
and  as  a  consequence  men  from  the  Eastern  States  were  among  the  first  to  recog- 
nize the  importonce  of  establishing  barrel  works  in  the  new  oil  fields.  The  whaling 
industry,  at  that  time  unprofitable,  owing  to  the  extended  voyages  and  hardship 
of  the  chase,  had  a  fully  developed  cooi>erage  industry,  ana  mechanics  drawn 
from  this  trade  found  employment  in  the  oil-producing  country.  The  capacity 
of  the  barrel  became  a  matter  of  comment  among  producers  about  the  time  of  the 
adT«nit  of  the  whale-oil  men.  who  brought  casks  of  enormoufl  size  with  them, 
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which  in  periods  of  snrplns  prodnction  were  offered  and  accepted  as  ordinaiy 
barrels.  Therefore  the  necessity  for  a  uniform  barrel  was  early  apparent.  Ajb 
the  resnlt  of  these  discussions,  40  gallons  became  the  trade-customs  barrel  for 
crude  oil,  and  this  continued  from  1860  to  1806,  when  representative  produoers 
got  together  and  issued  the  following: 

'*  Whereas  it  Is  conceded  by  all  producers  of  crude  petroleum  on  Oil  Greek  that 
the  present  system  of  selling  crude  oil  by  barrel  without  regard  to  the  size  is 
injurious  to  the  oil  trade,  aliKe  to  the  buyer  and  seller,  as  buyers  with  the  ordi- 
nary sized  barrels  can  not  compete  with  those  with  large  ones,  we  therefore 
mutually  agree  and  bind  ourselves  that  from  this  date  we  will  sell  no  crude  oil 
by  barrel  or  package,  but  by  the  gallon  onlv.  An  aUowance  of  2  gallons  will  be 
made  on  the  gauge  of  each  and  every  40  gallons  in  favor  of  the  buyer.*' 

It  will  be  seen  that  the  barrel  bv  resolution  differs  from  the  barrel  by  adoption 
only  in  the  addition  of  2  gallons  lor  tare  or  waste.  Later  on,  after  the  estaolish- 
ment  of  pipe  lines,  buyers  began  to  demand  42  gallons  net  with  the  addition  of  2 
per  cent  for  tare,  which  is  the  accepted  barrel  of  to-day,  although  the  construc- 
tion placed  upon  the  barrel  by  the  Government  during  the  period  of  excise, 
April!,  1865,  to  March,  1866,  was  '*  any  vessel  containing  not  more  than  45  gal- 
lons and  not  less  than  28  gieJlons."  This  amount  was  subject  to  a  duty  of  $1. 
The  railroads,  for  transportation  purposes,  when  bulk  shipments  began,  con- 
strued the  barrel  to  be  45  gallons,  and  so  it  remains,  but  the  oarrel  of  commerce 
is  42  gallons. 

NUMBER  OF  WELLS  IN  OIL  CREEK  REGION  PREVIOUS  TO  1869. 

The  development  after  the  striking  of  the  Drake  well  was  necessarily  slow,  and 
its  history  is  somewhat  obscure.  We  can  do  no  better  than  quote  from  the  D^*- 
rick's  Handbook,  page  788,  in  regard  to  this  period: 

**  There  is  a  great  deal  of  uncertainty  in  tne  early  records  of  field  operations. 
No  systematic  effort  at  collecting  the  statistics  of  rigs,  drilling  wells,  and  com- 
pleted wells  was  made,  except  by  spasmodic  efforts  now  and  then,  until  May, 
1875,  when  the  Derrick  commenced  to  publish  its  reg^ular  monthly  rex>ort  of  oil 
developments." 

On  November  21, 1860,  the  Venango  Spectator  published  a  report  containing  the 
names  and  location  of  74  producing  wells  in  the  Venango  oil  region.  These 
wells  had  a  combined  daily  production  of  1,165  barrels,  and  were  distributed 
from  the  head  of  Oil  Creek  to  its  mouth  and  along  the  Allegheny  from  Tidioute  to 
the  Hoover  well,  3  miles  below  Franklin.  In  this  rei)ort  tiie  output  of  Drake 
No.  1  is  given  as  12  barrels,  and  No.  2  at  30  barrels  a  day. 

A  year  and  a  half  later,  May  18, 1863,  the  Oil  City  Register  made  a  careful  esti- 
mate of  the  entire  field  and  gave?  results  as  follows:  **  Number  of  producing  wells, 
75;  number  of  wells  that  had  formerly  flowed  and  pumped,  62;  weUs  drilling,  858; 
total,  495." 

On  January  1, 1860,  according  to  Cone  and  Johns,  in  Petrolia,  there  were  1,186 
producing  wells  in  the  region.  About  150  of  these  wells  produced  less  than  2 
barrels.  There  were  200  of  which  the  production  was  less  than  5  barrels  a  day. 
Of  the  entire  number  on  the  producing  list,  724  were  completed  in  1868  and  the 
remainder  during  the  preceding  years,  as  follows:  1867, 148;  1866,  92;  1865,  99; 
1864,  46;  1863,  29;  1862,  20;  1861, 17;  1860, 10;  1859, 1. 

The  total  number  of  wells  drilled  in  the  region  from  1859  to  1869,  as  given  by 
Henry  E.  Wrigley ,  in  the  Second  G^eological  Survey,  was  5,560.  This  womd  show 
that  4,874  wells  had  been  completed  and  abandoned  as  dry  or  unprofitable  during 
the  first  ten  years  of  the  industry. 

Before  the  closing  of  Professor  Wrigley's  report  the  oil  business  had  become 
firmly  established  and  thoroughly  systematized  in  all  its  dex>artments. 

FLOWING  WELLS  AND  THEIR  DISASTROUS  EFFECTS. 

At  the  close  of  1860  fully  500  teams  found  employment  in  the  transportation  of 
oil  from  the  wells  and  the  movement  of  supplies,  in  addition  to  the  flats  and 
barges  employed  on  the  creek  and  river  to  tne  number  of  100  or  more.  In  1861 
flowing  wells  appeared  to  vex  the  producer  and  embarrass  the  trade.  The  first 
flowing  well,  which  was  also  the  scene  of  the  first  tragedy  in  connection  with  oil 
development,  was  struck  in  April  by  Little  &  Merrick,  on  the  J  ohn  Buchanan  farm, 
Rouse ville,  3  miles  above  the  mouth  of  Oil  Creek  and  12  miles  below  the  Drake 
well.  The  sight  of  a  flowing  well  was  so  unusual  as  to  attract  many  spectators, 
who  crowded  about  the  derrick  to  the  number  of  some  hundreds,  and  while  they 
were  looking  on  in  amazement  at  the  phenomenon  before  them,  fire  was  com* 
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mtmicated  to  the  floating  gas  by  a  near-by  boiler,  when  a  terrific  explosion  occurred 
and  in  the  resulting  fire.  17  x)6r8ons  lost  their  lives,  among  them  being  the  Hon. 
Hemy  R.  Rouse,  ex-member  of  the  legislature  and  one  of  the  leading  spirits  in 
the  oil  development. 

In  June  following,  the  Funk  well,  about  midwav  between  the  Rouseville  and  the 
Drake  wells  began  to  flow,  and  in  September  of  that  year.  PhilliiM  &  Co.  No.  2  on 
the  Tarr  farm,  about  midway  between  the  2  flowing  wells,  began  to  gush  at  the 
unheard  of  rate  of  4,000  barrels  a  day.  In  December  the  Woodford  well.  400  feet 
from  Tarr  Ko.  2,  was  flowing  at  the  rate  of  8,000  barrels  a  day.  The  effect  of  the 
flowing  wells  upon  the  oil  &ade  was  little  short  of  disastrous  to  the  small  pro- 
ducers, and  for  the  time  being  were  not  a  little  embarrassing  to  the  owners 
thereof.  The  scarcity  of  barrels  and  the  absence  of  tankage  made  it  extremely 
difficult  to  save  the  oil,  but  as  fortune  would  have  it,  aJl  these  flowing  wells  were 
located  on  the  banks  of  Oil  Greek  and  the  barges  became  available  to  store  the 
surplus  production.  One  of  the  effects  of  the  enormous  production  was  to  smash 
the  market  which,  at  the  close  of  1860,  was  not  very  strong,  having  declined  from 
$20  a  barrel  in  January  to  |2  in  December.  January,  1861 ,  prices  opened  at  $1.75; 
the  market  continued  to  soften  until  the  advent  of  the  gusners,  when  it  went  off 
to  nominally  nothing,  5  and  10  cents  a  barrel  being  offered. 

The  condition  of  the  trade  at  the  close  of  1861  was  very  much  worse  than  it 
was  at  tiie  bc^^inning,  and  this  period,  owing  to  overproduction  and  the  political 
disturbances  due  to  tne  opening  of  the  rebellion,  was  one  of  the  worst  known  in 
the  history  of  the  business.  One  of  the  results  of  the  flowing  wells  was  to  create 
a  comer  on  oil  barrels,  coopers  refusing  to  sell  except  for  cash,  and  the  value 
of  a  barrel  at  this  time  expressed  in  terms  of  oil  was  as  20  to  1. 

CONDITIO»^  OF  THE  INDUSTRY  IN  1862— CON8TETTCTION  OF  THE  FIBST  PIPE  LINE. 

Unremunerative  prices  checkedproduction,  and  the  spring  of  1862  witnessed  a 
gradual  rise  in  the  price  of  oil.  Tne  suspension  of  specie  payment  and  the  rapid 
advance  in  the  price  of  gold  caused  a  general  advance  in  the  values  of  all  kinds  of 
commodities.  Petroleiun  was  in  good  demand  and  better  prices  began  to  prevail. 
Oil  at  the  wells  rose  from  10  cents  a  barrel  in  January  to  1(1  in  June  and  $2.50  in 
Decemb^.  The  most  reliable  estimate  of  the  average  for  the  year  is  $1.05  per 
barrel. 

The  development  work  in  1862,  while  not  large,  was  exceedingly  important  in 
the  discovery  of  lar^e  wells.  Operations  for  the  most  part  were  confined  to  the 
Upper  Allegneny— that  is,  Tidioute,  Oil,  and  French  creeks.  Smith's  Ferry,  100 
miles  in  a  bee  line  from  the  Drake  well,  marks  the  first  important  extension  of 
the  oil  development.  The  cost  of  sending  a  barrel  of  oil  to  New  York  from  the 
producing  field  in  January  of  this  year  was  $7.45;  the  cost  of  delivering  a  barrel 
of  oil  in  Pittsburg  by  steamboat,  $2;  teaming  from  Oil  Creek  to  Meadville.^.25. 
The  producers,  appreciating  by  this  time  the  value  of  good  resolutions,  held  a 
town  meeting  and  resolved  to  sell  no  oil  at  less  than  $4  jier  barrel. 

A  bill  was  this  year  introduced  in  the  legislature  for  a  pipe  line  from  the  upper 
oil  farms  to  the  mouth  of  the  creek.  A  charter  was  granted  under  the  title  of 
the  Oil  Creek  Transportation  Company  to  carry  oil  in  pipes  or  tubes  from  any 
point  on  Oil  Creek  to  the  mouth  or  to  any  point  on  the  Erie  Railroad..  No  line 
was  built. 

In  March  of  this  year  the  first  shut-in  movement  for  the  betterment  of  prices 
'Was  inaugurated,  owing  to  the  stagnant  condition  of  the  trade.  Stopcocks  were 
turned  on  the  wells,  production  ceased  for  a  considerable  period,  and  the 
movement  was  carried  to  a  successful  conclusion.  Congress  during  this  year 
imposed  a  tax  of  10  cents  per  gallon  on  refined  oil  and  proposed  to  tax  crude  oil 
5  cents  p^  barrel;  but  tiie  producers,  conscious  of  the  power  to  be  attained  by 
nniting,  held  a  town  meeting  in  Titusville,  where  resolutions  were  adopted  and 
Congress  petitioned  to  lay  a  tax  on  refined  oil  only,  and  for  the  benent  of  the 
refiners  recommended  a  drawback  on  all  oil  exported  to  foreign  countries.    Con- 

fress  assenting,  laid  a  tax  of  10  cents  a  gallon  on  refined  oil  and  absolved  the  pro- 
ucer  from  any  levy  whatever. 

The  first  successful  pipe  line  was  constructed  during  this  year  by  J.  M.  Barrows, 
to  convey  oil  from  the  Densmore  wells  on  the  Tarr  farm  to  his  refinery,  distant 
about  1,000  feet.  This  was  the  first  pipe  line,  *'  correct  in  principle  and  success- 
ful in  operation." 

About  the  same  time  a  pipe  line  2^  miles  long  was  constructed  from  Tarr  farm 
to  the  Humboldt  refinery.  Cast-iron  pipe  with  lead  joints  was  used  as  a  con- 
duit. Great  loss  resulted  from  leakage  at  the  joints.  After  an  experiment  of 
some  monti^'  duration,  the  loss  from  this  source  proving  greater  than  the  cost  of 
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transportation  bv  team,  the  enterprise  was  abandoned,  and  no  other  attempt  was 
made  to  solve  toe  great  problem  of  hydraulic  engineering  until  Van  Sickle's 
experiment,  2i  years  later.  Railways  were  extended  into  tne  region  this  year— 
the  Oil  Creek  road  south  from  Corry  to  Titusville  and  the  Atlantic  and  Great 
Western  eastward  from  Meadville  to  Franklin.  By  means  of  the  latter  the 
Cleveland  refining  interest  received  its  first  great  impulse,  since  it  was  possible  to 
receive  oil  by  rail  direct  from  the  wells  without  transshipment,  and  the  advantage 
thus  derived  gave  them  a  trade  position  later  on  which  was  practically  impreg- 
nable. 

On  the  other  hand,  Samuel  Downer,  availing  himself  of  the  advantage  of  ml 
transportation,  located  an  oil  refinery,  the  largest  of  its  day,  at  Corry,  a  point 
most  admirably  adapted  because  of  the  facilities  aftorded  by  two  competing  rail- 
roads. 

DEVELOPMENTS  IN  1863  AND  TRANSPORTATION  BT  BOATS. 

The  production  of  the  large  wells  had  greatly  declined  and  the  total  yield 
for  1863  was  hardly  one-half  that  at  the  beginning  of  1863;  developments 
throughout  the  year  did  not  materisJly  add  to  the  production.  The  development 
work  of  the  year  was  neither  large  nor  important,  though  not  entirely  laclangin 
sensational  features,  as  attested  by  the  striking  of  the  Noble  and  Delamater  well 
on  the  Farel  farm.  Upper  Oil  Creek,  which  started  with  an  initial  production  of 
8,000  barrels,  and  mamtained  an  average  of  1 ,000  barrels  per  day  throughout  the 
year.  This  was  followed  in  midsummer  by  the  Maple  Shade  well  on  the  Hyde  and 
£gbert  farm,  which  started  with  an  initial  production  of  1 ,000  barrels  x>6r  day. 
During  this  year  the  XK>nd  fresh  obtained  its  nighest  development.  A  conserva- 
tive estimate  of  the  number  of  boats  plying  on  Oil  Creek  at  this  time  would  be 
800,  and  upon  the  Allegheny  River  700,  making  a  total  of  1,000  boats  employed  in 
transporting  oil. 

The  pond  fresh  was  unique  in  that  it  was  an  artificial  flood,  made  by  confining 
the  water  in  several  dams,  all  of  which  were  cut  at  a  given  time,  letting  out  vast 
quantities  of  water  and  creating  a  boating  stage  that  continued  from  2  to  8  hours, 
during  which  hundreds  of  boats  would  float  out  with  the  tide  and  reach  the 
Allegheny  River.  The  pond  fresh  had  its  days,  when  water  was  comparatively 
plentiful,  as  many  as  two  a  week  would  be  arranged  when  water  was  plentiful, 
out  during  the  dry  season  it  was  generally  limited  to  one — ^Friday  usually  being 
the  day  selected.  It  was  not  unusual  for  20,000  to  60.000  barrels  of  oil  to  pass  out 
of  the  creek  upon  one  of  these  artificial  freshets.  If  a  source  of  convenience  to 
the  trade  it  was  also  a  source  of  annoyance  because  of  accidents  occurring  to 
boats  and  the  consequent  loss  of  oil.  A  careful  writer  has  estimated  that  fully 
one-seventh  of  the  oil  produced  was  wasted  by  the  oil  freshets,  leal^  barrels,  etc., 
which  loss,  as  a  rule,  was  incurred  by  the  shipper.  The  pond  fresh,  was  a  source 
of  considerable  exx)ense  to  shippers  and  boatmen,  and  to  meet  the  cost  of  creating 
the  artificial  rise  a  tax  upon  the  boats  or  oil  shipments  was  levied  by  an  agent  of 
the  mill  men  who  controlled  the  water.  The  method  of  collecting  the  tax,  though 
somewhat  simple,  was  exceedingly  laborious,  an  agent  passing  along  the  creek 
from  point  to  point  making  the  collections  before  the  boats  started.  It  frequently 
occurred  that  when  collections  were  difficult  the  fresh  was  delayed  often  as  much 
as  a  day. 

The  fall  of  this  year  was  exceedingly  dry,  and  the  mill  men,  taking  advantage 
of  it,  raised  the  price  of  water  upon  shippers.  The  difficulty  in  making  collec- 
tions at  this  particular  time  caused  the  insertion  of  the  following  notice  in  the 
Oil  City  Register,  October  29,  1863,  signed,  A.  S.  Dobbins,  superintendent. 

**A  statement  in  regard  to  the  cost  of  a  pond  fresh  in  diy  weather, or  when  all 
the  dams  are  needed,  may  be  interesting  to  those  who  have  to  i)ay  for  them,  and 
will  serve  to  explain  why  4  cents  "per  barrel  per  pond-fresh  tax  is  charged  this 
season  instead  of  2  cents  for  the  same  purpose  the  last  season.  I  here  ^ve  the 
cost  of  the  dams  and  other  necessary  expenses  of  the  pond  fresh  this  year: 
Kingsland's  dam,  $200;  Pearson's  dam,  $12;  Stanton's,  $20;  Childs,  Benedict  & 
Rouse's,  $20;  Tallant's,  $5;  Newton's,  $20;  Langworthy's,  $7;  Tryan's,  $20;  Lyt- 
tell's,  $10;  Hide  Creek,  $29;  for  superintendent's  horse,  expenses  and  hire  of  the 
2  men  to  cut  dams,  one  on  each  creek,  $40;  thus  making  a  total  of  $883.  All 
these  dams  can  not  often  be  had,  as  their  owners  will  not  set  them  up  for  us.  l'^ 
dry  weather  Mr.  Benedict  will  not  cut  his  at  any  price,  hence  we  can  not  get  the 
Rouse  dam,  which  is  right  above  it.  In  dry  seasons  a  freshet  can  not  be  had 
every  week,  and  if  the  superintendent  spends  a  week  or  two  extra  between 
freshets  collecting  along  the  creels,  this  must  be  added  to  the  expense.    So  that 
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in  some  cases  a  fresh  actually  costs  $400.  Tlie  same  dam  which  we  now  pay  Mr. 
Kingsland  $200  for  cost  us  in  the  early  part  of  last  season  but  $55,  and  at  no  time 
during  the  summer  of  1863  over  $100.  Other  owners  of  dams  have  raised  their 
prices  but  not  in  the  same  proportion.  The  rise  in  the  price  of  oil  and  the  rail- 
roads at  Titusville  and  Frankun  have  greatly  diminished  the  amount  of  oil  run 
out  of  Oil  Creek.  While  the  cost  of  a  nond  fresh  is  fully  as  much  as  last  vear, 
the  amount  of  oil  shipped  is  fully  one-tnird  less.  During  the  prevalence  of  the 
gmallpoz  and  cholera  scare  it  was  impossible  to  collect  the  tax;  and  then  many 
boats  run  through  to  Franklin  without  stopping,  and  they  *  haven't  stopped  since.' 
This  leaves  us  with  a  debt  of  nearly  $800  to  commence  the  coming  season.'* 

Transportation  by  teams  and  boats  received  their  first  effective  blow  by  the 
completion,  that  year,  of  the  Atlantic  and  Great  Western  Railroad  to  Franklin, 
and  the  Oil  Creek  from  Corry  to  Titusville. 

CONDITION  OF  THE  OIlrPRODUCINO  INDUSTRY  IN  1864. 

During  1864  the  Oil  Creek  developments  were  extended  to  Upper  Cherry  Run, 
and  there  was  great  excitement  over  oil  in  all  parts  of  the  country.  It  was  the 
beginning  of  the  era  of  oil  stock  companies  and  every  part  of  the  known  oil  region 
-was  purchased  or  leased  by  them.  In  July,  1864,  the  Reed  and  Criswell  well, 
on  the  Reed  lot,  Cherry  Run,  was  struck  and  flowed  at  from  280  to  300  bar- 
rels a  day.  A  quarter  of  the  land  interest  in  this  well  was  sold  for  $280,000,  and 
the  first  purchasers  ref^ized  nearly  $1,000,000.  Oil  in  July  sold  as  high  as  $13.75 
per  barrel.  In  this  year  the  export  trade  began  to  assume  large  proportions,  and 
the  total  shipments  of  refined  oil  abroad  amounted  to  nearly  three  and  one- 
half  times  as  much  as  was  sent  abroad  in  1863.  Prices  reached  the  highest  point 
this  year  since  1859  and  1860  and  have  not  been  paralleled  in  the  history  or  any 
succeeddng  year.  Starting  at  $4  a  barrel  in  January,  values  rapidly  appreciated 
until  July,  when  some  sales  were  made  at  $14.  There  was  afterwards  a  falling 
off  which  carried  prices  down  to  $6.50  a  barrel  in  October,  but  this  was  followed 
by  another  rally,  and  the  year  closed  with  oil  bringing  from  $10.50  to  $12. 

In  July,  1864,  the  Oil  Creek  Railroad  was  completed  from  Titusville  to  the 
Schaffer  farm.  There  was  an  active  demand  for  lands  along  the  Clarion  River, 
but  the  experimental  wells  were  all  failures. 

COST  OF  DRILLING  WELLS   IN  1864. 

Drilling  extended  to  the  hill  slopes  and  hilltops  during  1864,  and  the  use  of 
machinery  for  drilling  purposes  became  more  general.  The  cost  of  drilling  a  well 
to  a  depth  of  600  feet  at  this  time,  as  given  by  £aton,  page  125,  is  as  follows  : 

40  feet  of  metal  pipe,  at  $6  per  foot _  $240.00 

1  engine,  lO-horse  power 1,600.00 

Band  wheel  and  belting 125.00 

1  set  of  boring  implements 825.00 

Derrick,  complete,  bull  wheel,  etc 100.00 

600  feet  of  cable  and  sand-pump  rope IQO.  00 

Drilling,  600  feet,  at  $2.50  per  foot 1,500.00 

600bushelso£  coal  at  60  cents 800.00 

Total 4,290.00 

SPECULATION  AND  AMOUNT  OP  CAPITAL  INVESTED  IN  THE  BUSINESS. 

It  is  difficult  for  the  average  mind,  unfamiliar  with  dealings  in  speculative 
interests,  to  appreciate  the  magnitude  of  the  oil  business  at  the  time.  The  capi- 
tal represented  was  greatly  in  excess  of  that  necessary  to  produce  the  results 
attained  on  the  side  of  production.  Speculation  had  become  such  a  prominent 
feature  of  the  business  that  the  most  extravagant  prices  were  offered  and  declined 
for  desirable  producing  properties.  The  same  is  true  of  the  refining  branch  of 
the  business,  which  was  so  enormously  remunerative,  transportation  alone  being 
unaffected  by  the  spirit  of  speculation.  John  W.  Forney  is  authority  for  the 
statement,  made  by  Governor  Curtin  at  Titusville,  on  the  occasion  of  a  visit  to 
the  oil  region  this  year,  that  "4,000  teams  were  employed  in  the  transportation 
of  oil  and  supplies  m  the  oil  fields,  and  that  1,000  boats,  employing  from  2,000  to 
4,000  men  and  as  many  horses,  foimd  employment  upon  the  creek  and  river.** 
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The  capital  invested  in  teams  and  paraphernalia,  reckoned  at  the  prices  mliog 
for  this  time,  namely,  $600  per  outfit,  amonnt  to  the  enormons  sum  of  $3,000,000. 
Adding  to  this  $3,000,000  for  the  1,000.000  oil  barrels  required  to  handle  the  prod- 
uct, estimated  at  the  ruling  price  of  $3  each,  there  would  be  a  sum  total  of 
$6,000,000  embarked  in  the  smgle  feature  of  transportation.  In  the  aboTe  I  have 
averaged  the  barges  with  their  outfit  as  equaling  in  value  the  price  of  a  team 
of  horses  and  its  outfit.  The  average  pro<luction  for  the  year  did  not  greatly 
exceed  6,000  barrels  a  day,  and  had  reacned  the  full  limit  of  the  existing  trans- 
portation facilities.  That  is  to  say,  if  production  had  increased  at  l^is  time 
oeyond  the  capacity  of  the  teams  and  boats  to  haul  the  product  to  the  market,  oO 
would  have  backed  up  at  the  wells,  gone  into  permanent  storage  or  to  waste. 
The  capital  engaged  in  transportation  would  have  purchased  the  entire  pro- 
duction of  the  region  at  $1,000  a  barrel,  a  sum  greatlv  in  excess  of  the  cost  of 
production.  In  other  words,  transportion  had  so  fully  kept  xMuse  with  field  devd- 
opments  that  the  cost  of  moving  a  oarrel  of  oil  to  the  river  or  railroads  exceeded 
that  of  producing  it. 

IMPORTANT  EXTENSIONS  OF  THE  OIL  FIELD  IN  1865. 

The  year  1865  witnessed  the  collapse  of  the  speculative  oil  bubble.  The  open- 
ing of  the  Pithole  pool  is  one  of  the  landmarJcs  of  field  developments.  Manced 
extensions  of  the  oil  field  took  place  during  this  year,  notably  the  discovery  of  oil 
at  Parkers  Landing,  following  upon  the  heels  of  a  successful  venture  in  the  same 
line  at  Bradys  Bend  at  the  close  of  the  year  previous.  Pipe  lines  came  into  use 
and  revolutionized  the  transportation.  On  the  market  side  prices  failed  to  main- 
tain the  high  average  of  the  preceding  jrear,  owing  to  the  imx>06ition  of  an  excise 
tax  of  a  douar  a  barrel  on  crude  oil,  wmch  went  into  effect  on  April  1. 

THE  TAX  ON  OIL  AND  PRICES  IN   1865. 

This  tax  has  to  be  deducted  when  figuring  what  was  actuallv  realized  by  the 
producers  for  their  oil  at  the  wells.  Starting  at  $10  a  barrel  in  tianuary,  the  low- 
est point,  $4,  was  reached  in  August.  After  that  there  was  an  advance  to  $9.50 
in  October,  but  the  year  closed  with  oil  at  $5  a  barrel.  The  statisticians  of  the 
New  York  financial  journals  placed  the  average  reidized  for  oil  in  1865  at  $4.27 
in  gold,  and  $6.61  to  $7  in  currency.  At  New  York  the  average  price  for  refined  for 
the  year  was  87^  cents  per  gallon.  The  Columbia  Oil  Company  realized  $6.65  per 
barrel  for  their  product  during  the  first  half  and  $5.87  for  the  latter  hidf  of  the 
year  1865.  Their  average  for  the  vear  was  $6.18.  It  is  well  to  recall  that  iheee 
are  quotations  alon^  OH  Creek,  ana  that  a  tax  of  $1  a  barrel  had  to  be  paid  from 
the  producers*  receipts.  Oil  at  Pithole  sold  as  low  as  $3.50  per  barrel  m  August 
and  $4.50  to  $4.60  in  December.  It  was  not  unusual  previous  to  the  eetabBsh- 
ment  of  pipe  lines  to  find  a  difference  of  50  per  cent  between  the  ruling  prices  on 
Oil  Creek  and  those  at  the  wells  at  Pithole,  tne  difference  being  due  to  the  cost  of 
transportation. 

IMPORTANT  IMPROVEHEirTS  IN  1865. 

In  many  re6i)ects  1865  stands  forth  as  the  red-letter  year  in  the  oil  business. 
During  tms  year  casing  was  introduced,  by  which  the  life,  so  to  speak,  of  an  oil 
well  was  greatiy  prolonged,  as  weU  as  its  production  materially  increased,  by 
permitting  the  free  escape  of  gas  in  such  manner  that  it  could  be  utilized  for  fuel 
purposes  in  the  production  of  steam.  Tank  cars  appeared  on  the  railroads,  due  to 
the  mventive  genius  of  the  Densmores,  admitting  of  bulk  shipment  for  the  first 
time  by  rail,  and  dispensing  with  the  cumbrous  barrel,  which  had  proved  both  an 
incubus  and  an  embarrassment  to  the  trade.  There  were  sundry  improvements 
in  drilling;  a  notable  increase  in  the  weight  of  the  tools;  the  torpedo  appeared 
as  an  aid  to  production,  ui>on  the  appearance  of  which  the  crevice  searcher, 
sand  scraper,  volcano  burner,  steam  injectors,  and  various  other  devices  for 
increasing  production  disappeared.  The  cylinder  gas  pump  came  into  limited 
use  this  year,  displacing  the  rotary  gas  blowers  and  atmospheric  injectors  pre- 
viously in  use.  The  use  of  benzine  as  a  dissolvent  for  paraffin  was  beginning  to 
attract  public  notice.  Careful  observers  estimate  that  in  the  five  years  ending 
1870  a  million  barrels  of  benzine  went  into  oil  wells  to  dissolve  paraffin,  came  out 
as  crude  oil,  and  was  sold  back  to  the  refiners  at  an  advance  of  800  and  400  per 
cent  on  the  original  cost. 
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Shippers  eventnally  were  compelled  to  apply  a  gravity  test  npon  all  oils  to 
protect  themselves  from  the  benxine  habit,  and  for  many  years  high  gravity  oils, 
now  so  much  in  demand,  were  not  considered  a  apod  delivery  at  export  points. 
I  think  the  limit  of  ^pravity  was  placed  at  48*^.  Oils  above  48^  were  not  a  good 
delivery  at  export  pomts. 

The  increase  in  the  refining  capacitv  daring  1864-65  was  a  matter  of  very  general 
comment  thronghoat  the  r^on.  £aton  estimates  that  there  were  90  refineries 
in  the  oil  region,  with  a  cmde  capacity  of  18,000  barrels  a  week,  costing  on  an 
average  $10,000  each.    The  whole  he  ronghly  estimated  at  $1,000,000  in  value. 

PROGRESS  IN  THE  CONSTRUCTION  OF  PIPE  LINES. 

The  first  snocessfnl  pii)e  line  was  completed  dnring  this  year,'  the  Miller  Farm 
line,  nsing  force  pumps  to  deliver  the  product  at  a  railroad  point  5  miles  distant. 
About  the  same  time  the  Pennsylvania  Tubing  Transportation  Company  com- 
pleted a  gravity  line  from  Pi  thole  to  Oleopolis,  on  the  nver.  Both  were  success- 
ful and  well  XMttronized.  The  effect  was  to  reduce  the  cost  of  delivering  oil  to 
shipping  points  from  $3  and  $3,  according  to  the  condition  of  the  roads,  to  a  uni- 
form price  of  $1  per  barrel,  the  fixed  price  established  by  the  pipe  lines.  Within 
a  year  five  pix)e  lines  centered  in  Pithole,  competing  for  a  business  scarcely  suffi- 
cient for  one,  namely,  the  Miller  Farm  Pipe  Line,  the  Pennsylvania  Tubing  and 
Transportation  Company  (later  known  as  the  Rochester  and  Oleopolis  Pipe  Line) , 
Pickett  &  Sherman  s  Titusville  Pipe  Line,  John  Warren  &  Bros.*s  Pipe  Line  to 
Henrys  Bend,  and  Smiley  Sc  Coutant's  gathering  line  about  Pithole.  When  pipe 
lines  were  first  established  they  did  not  reach  out  for  the  producers*  wells,  but 
established  a  tank  at  a  fixed  i)oint,  called  a  ''  dump,**  at  which  the  producer  was 
obliged  to  deliver  his  oil  in  barrels.  Smiley  &  Coutant*s  line  was  the  first  to  con- 
nect with  the  producers*  wells  and  its  function  was  limited  to  delivering  the  pro- 
ducers' oil  to  the  dump  tanks  of  the  pipe  lines.  Later  on  they  sold  their  gathering 
system  to  the  Titusville  Pipe  Line  and  from  that  time  forward  the  pipe  lines 
were  extended  to  the  producers*  tanks  and  gathered  their  oil  on  their  own 
account.  The  tariff  charged  for  gathering  this  oil  by  Smiley  Sc  Coutant  was  25 
cents  a  barrel,  being  slightly  below  the  cost  of  delivery  by  team  in  barrels. 

I  want  to  call  your  attention  especially  to  the  following  fact:  It  has  been  stated 
before  you  that  piping  the  refined  oil  is  a  recent  thing.*  During  this  year,  1865, 
refined  oil  was  successfully  transported  by  pipe  lines  a  distance  of  3  miles  by  John 
Warren  &  Bro.  from  the  Osceola  refinery,  at  I^lummer,  to  McMahons  Run,  on  the 
Allegheny  River,  near  01eoxK>lis. 

The  following  year  Vandergrift  &  Forman's  Pipe  Line  put  in  an  appearance 
and  made  the  sixth  pipe  line  comi)eting  for  business  in  the  Pithole  watershed. 

Commenting  upon  the  pipe-line  system,  just  then  introduced,  the  Pithole  Rec- 
ord, in  its  issue  of  October  16,  modestly  says :  '*  One  of  the  most  wonderful  of  the 
many  wonders  produced  at  Pithole  is  the  oil  -pipe  running  from  the  United  States 
well  to  the  Miller  farm,  on  Oil  Creek,  a  distance,  on  an  air  line,  of  about  5  miles. 
The  pipe  is  2  inches  in  diameter  and  lies  most  of  the  way  on  top  of  ground. 
Three  pumping  engines  are  stationed  along  the  route,  forcing  the  oil  through  the 
pipe  at  the  rate  of  about  80  barrels  an  hour,  doing  the  work  of  about  30o  teams 
working  10  hours  a  day.  This  machine  can  work  all  day  and  all  night.  This 
was  considered  experimental,  but  proved  a  decided  success.  The  6-inch  pipe  line 
laid  from  Pithole  Creek  to  the  Island  well,  distant  7  miles,  by  the  Pennsylvania 
Tubing  Company,  is  likewise  a  success.** 

COST  OP  TRANSPORTATION  IN  1865. 

The  cost  of  moving  a  barrel  of  oil  from  Pithole  to  New  York  in  December,  1865, 
was  15.55,  to  wit:  Pipe  transportation  from  Pithole  to  Miller  farm,  $1;  barreling, 
shipping,  etc.,  at  Muler  farm,  25  cents;  freiarht  to  Corry  by  the  Oil  Creek  Rail- 
roadL  80  cents;  freight  from  Corry  to  New  York,  $3.50.  Cost  of  delivering  a  barrel 
of  oil  to  New  York  by  the  way  of  Pittsburg:  Transportation  charges  by  pipe  from 
Pithole  to  the  river.  $1;  freight  on  river  to  Pittsburg,  $1.50;  wharfage,  loading, 
etc.,  at  Pittsburg,  25  cents;  freight  from  Pittsburg  to  New  York,  ^.44;  total, 
$4.59;  difference  m  favor  of  Pittsburg  route.  56  cents. 

The  price  of  moving  a  barrel  of  oil  from  any  part  of  the  region  to  the  seaboard 
to-day  is  50  cents  or  less,  owing  to  the  existence  of  pipe  lines,  the  price  for  rail 
and  pipe  being  the  same  since  1870. 

1  See  pp.  400,  OOi.  *  Bee  testimony  o  J.  W.  Lee,  page  287;  Mr.  Lockwood,  p.  386. 
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THE  PRODUCTION  AND  PRICE  OF  OIL  IN  1866. 

The  tax  on  crude  oil  was  repealed  in  'M.ay,  1866,  bnt  it  did  not  stay  the  downward 
tendency  in  prices.  Production  had  been  increasing  under  the  impetus  of  higher 
values  and  tne  dailv  yield  for  the  winter  of  1866  was  at  least  12,000  barrels.  By 
May  this  had  largely  declined,  owing  to  the  falling  off  in  the  output  of  the  wells 
at  Pithole,  and  prices  again  began  to  strengthen,  but  the  collapse  of  numerous  oil 
companies  and  the  general  scare  over  the  oursting  of  the  great  oil  bubble  exer- 
cised a  depressing  influence.  The  Columbia  Oil  Comi>any*a  statement  (we  have 
a  good  deal  to  say  about  that  company,  because  it  is  the  only  company  that  has 
been  in  existence  constantly  from  the  beginning  of  the  oil  business  to  the  present 
time;  their  prices  were  given  at  stated  periods  and  they  were  producing  coa- 
tinuously  from  1861  to  1890)  shows  sales  at  $1.65  to  $5,  and  an  average  price  of 
$3.78  per  barrel  for  the  year.  Another  good  strike  was  made  at  Bradys  Bend 
this  year,  promising  the  opening  up  of  new  territory  in  that  section. 

RAILWAY  TRANSPORTATION   AND  BANK  FAILaRES. 

Railways  were  now  in  general  operation  throughout  Venango  Ck>xm^,  and  the 
beginning  of  increased  shipments  of  oil  by  rail  is  to  be  noted.  The  railroads  and 
the  pipe  lines  eventually  superseded  the  water  transportation  of  petroleum  down 
the  Allegheny  River.  At  the  beginning  of  this  year  the  Oil  City  and  Pithole  rail- 
road was  ready  to  carry  freight  from  Pithole  to  Oleopolis.  The  failure  of  the 
banking  house  of  Culver,  Penn  Sc  Co.,  the  prime  movers  of  which  were  interested 
in  financial  institutions  throughout  the  oil  country,  caused  great  excitement  and 
the  closing  of  several  of  the  smaller  banks.  Among  them  were  the  PetToleum 
Bank,  Venango  County  Bank,  Crawford  County  Bank,  and  Cotton  &  Co.'s  Bank, 
located  at  Oil  City,  Meadville,  TitusviUe,  and  Petroleum  Center. 

Q.  (By  Mr.  Phillips.  )  Were  these  banks  all  under  the  control  of  Culver,  Penn 
&  Co.? — A.  They  were  supposed  to  be  under  the  control  of  Culver,  Penn  &  Co, 

S.  They,  therefore,  did  not  affect  other  banks  so  as  to  cause  failures? — ^A.  But 
ver,  Penn  &  Co.  were  so  closely  identified  with  the  oil  interest  at  this  time  that 
it  seemed  to  affect  it  at  every  point. 

LOSS  OP  OIL  BY  FIRE— INCENDIARY. 

In  April,  1866,  the  oil  tanks  of  Henry  Harley  &  Co.,  at  Shaffer,  which  received 
the  oil  from  Benninghoff  Run,  two  miles  distant  by  pipe  line,  were  set  on  fire  by 
an  incendiary  mob  composed,  it  is  said,  of  teamsters,  who  had  been  thrown  out 
of  work  by  the  construction  of  this  and  other  pipe  lines.  Four  Oil  Creek  railroad 
cars,  with  two  tanks  on  each,  together  with  pipes,  platforms,  and  about  1,000  bar" 
rels  of  oil,  were  burned.  In  July,  1866.  the  Titusville  Pipe  Company  perfected 
arrangements  whereby  oil  shipi)er8  could  have  their  product  shippea  direct  to  New 
York  oy  the  Empire  Line,  the  pipe  line  lading  bill  answering  for  the  entire  dis- 
tance. The  effect  of  that  innovation  by  the  Empire  Line,  1866,  was  to  make  one 
rate  on  the  oil  from  the  well  to  the  seaboard  or  refinery,  a  matter  which  caused  a 
great  deal  of  discussion  later  on  between  the  shippers,  producers,  and  railroads. 
The  Oil  City  Register  estimated  that  the  loss  or  oil  by  fire  during  the  first  six 
months  of  1866  amounted  to  70,000  barrels.  The  Warren  and  Franklin  railroad  was 
completed  to  Oleopolis,  where  it  connected  with  the  Oil  City  and  Pithole  railroad. 
It  was  noted  that  Professor  Hamar,  in  July,  1866,  successfully  exploded  a  tor- 
pedo in  a  well  on  the  Tarr  farm,  which  is  reported  to  have  brought  the  well  np 
from  nothing  to  300  barrels. 

CONDITION  OF  THE  INDUSTRY  IN   1867. 

The  year  1867  proved  another  one  of  low  prices  and  general  depression  owing 
to  over-production.  Dennis  Run  and  Triumph  Hill,  near  Tidioute,  with  Sham- 
burg  and  Scrub  Grass,  were  added  to  the  producing  area  this  year.  The  advent 
of  railroads  and  the  established  success  of  the  pii>e-line  system  had  greatly 
improved  the  methods  and  lessened  the  cost  of  oil  transportation.  Hpeage 
charges  from  Benninghoff  Run  to  Shaffer  were  50  cents  per  barrel;  Pithole  to 
Titusville,  50  cents;  Bull  Run  to  the  Miller  farm,  45  cents. 

West  Virginia  had  assumed  some  prominence  as  an  oil  field,  and  the  daily  pro- 
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dnction  of  the  various  fields  was  reported  in  January  as  follows:  Burning 
Springs,  500  barrels;  White  Oak,  200  barrels;  Sand  Hill  and  Horse  Neck,  100  bar- 
rels; lubricating  oil  district,  100  barrels  a  day. 

Q.  The  first  production  was  at  Burning  Spriugs,  on  the  Little  Kanawha,  and 
-was  for  many  years  confined  to  that  region? — A.  Tne  first  was  at  Burning  Springs: 
tbat  is,  the  first  actual  operations  were  there;  but  almost  contemporary  were  Sie 
ox>erations  on  Duck  CreeK  in  Ohio. 

Q.  But  both  these  fields  ceased  to  be  any  factor? — ^A.  They  ceased  to  be  an^ 
factor  from  1861  to  1867.  In  1867  there  was  an  increase.  They  came  into  promi- 
nence then  through  the  operations  in  the  vicinity  of  Newells  Run  and  Cow  Bun 
in  Ohio.    The  production  nad  not  entirely  ceased  at  any  time  on  Duck  Creek. 

In  March,  John  Ponton  published  his  much-abused  pamphlet  on  the  Crisis  in  the 
Oil  Region,  in  which  he  figured  the  stock  of  oil  in  the  United  States  on  March  10 
to  be  386,105  barrels;  in  Europe,  825,000  barrels;  a  total  of  711,105  barrels.  He 
figured  the  foreign  and  home  consumption  of  oil  during  1866  at  8,577  barrels 
X>er  day,  and  declared  that  it  would  require  a  net  daily  production  of  11,237  bar- 
rels to  supply  the  probable  demand  of  the  year.  The  production  he  placed  at 
about  6,000  barrels  a  day,  showing  a  deficit  of  over  5,000  barrels.  At  an  estimated 
value  of  $2  a  barrel  for  crude  oil  for  that  period  Ponton  proceeded  to  demonslrate 
by  figures  that  the  production  of  oil  was  a  losing  business.  He  went  into  figures 
showing  the  cost  of  producing  or  lifting  oil  by  gas  on  an  estimated  value  of  ^,500 
a  well,  and  was  able  to  show  a  profit  of  $504  by  the  use  of  gas  that  cost  nothing; 
by  the  use  of  coal,  at  50  cents  a  bushel,  he  was  able  to  show  a  loss  of  over  $1,500 
to  the  producer  at  existing  prices;  with  wood  fuel,  at  a  cost  of  $10  a  cord,  there 
was  a  loss  of  upward  of  $1,000. 

HIGH   COST  OF  FUEL  IN  THE  OIL  REGION. 

Q,  Will  you  state  why  fuel  was  so  high  at  that  time?  From  where  was  the 
coal  supplied? — A.  The  high  cost  of  fuel  was  owinp:  in  very  great  part  to  the  dif- 
ficulties in  teaming.    Coal  was  procured  from  various  places. 

Q.  But  largely  from  Pittsbmrg? — A.  Largely,  and  from  i>oints  on  the  Alle- 
gheny River. 

Q.  There  was  no  coal  produced  in  the  immediate  oil  field? — ^A.  Not  on  Oil 
Creek;  the  nearest  coal  to  Oil  Creek  was  at  the  Cranberry  mines,  4  miles  south  of 
Oil  City  and  substantially  20  miles  south  of  the  Drake  well. 

Q.  A  very  lar^e  number  of  people  think  that  coal  and  oil  have  some  connec- 
tion; I  broiight  it  up  for  that  reason;  there  is  no  coal  overlying  the  original  oil 
fields? — ^A.  There  is  no  coal  overlying  the  original  oil  fields,  but,  with  the  com- 

Sletion  of  the  Jamestown  road,  tne  coal  was  brought  in  from  the  Jamestown 
elds  at  a  very  much  less  cost. 

PROFIT  AND  LOSS  IN  THE  PRODUCTION  OF  OIL. 

I  will  read  an  extract  from  John  Ponton's  A  Crisis  in  the  Oil  Region,  1867: 
**  The  cost  of  sinking  wells  at  the  present  time  is  less  by  from  $2,000  to  $3,000 
than  it  used  to  be  when  new  engines  and  machinery  had  to  be  bought  and  labor 
was  more  expensive.  With  secondhand  machinery  the  average  cost  of  sinking  a 
well  is  $3,500;  very  rare  instances  occur  where  men  have  been  fortunate  enough 
to  put  down  their  wells  for  $2,500,  while  in  other  cases  it  has  cost  $6,000.  We  will, 
therefore,  take  $3,500  as  the  average.  From  accurate  statistic^  information  it 
has  been  ascertained  that  upward  of  50  per  cent  of  all  the  wells  that  have  been 
sunk  in  the  region  have  produced  no  oil;  this  is  an  actual  loss  of  capital  to  the 
extent  of  $350,000  in  every  hundred,  and  the  hundreds  of  wells  yearly  put  down 
vdll  give  an  idea  of  the  exhaustion  of  the  life  principle  of  the  region.  Of  the  pro- 
ducing wells,  14  per  cent  are  under  5  barrels,  and  three-fourths  of  the  oil  is 
obtained  from  wells  under  30  barrels  per  day.  What  is  meant  by  a  30-barrel  well 
is  one  which  produces  210  barrels  per  week.  This  class  of  wells  sometimes  pump 
40,  50,  and  even  60  barrels  when  running,  but  as  they  are  constantly  breaking 
down  they  average  only  30  barrels  per  day. 

'*  About  50  per  cent  of  this  class  of  wells  use,  in  some  cases  partially,  in  others 
totally,  gas  for  fuel;  the  other  50  per  cent  use  wood  and  coal.  In  nearly  every 
instance  one-half  the  oil  goes  to  pay  the  land  interest;  this  reduces  the  supply  to 
15  barrels  per  day.  Now  the  average  life  of  wells  does  not  exceed  six  months,  and 
we  shall  see  whether  or  not  it  is  a  paying  business. 
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'*  The  average  daily  cost  of  nmmng  a  90-barrel  well  by  gas,  coal,  and  wood,  is  as 
follows: 

BY  OAS. 

Two  engiDsers,  at  1^ $6.00 

Waste  oil  and  repairs 2.00 

8.00 

By  15  barrels  of  oil,  at  $2 30.00 

Deduct  exx>enses 8.00 

Surplus  to  pay  back  capital 22. 00 

$22  i>er  day  for  182  days  or  6  months 4,004.00 

Original  capital  invested 3,500.00 

Profit 504.00 

BY  COAL. 

Two  eng[ineers,  at  $3 6.00 

Waste  oil  and  repairs 2.00 

Seven-eighths  ton  coal,at  |12  delivered 10.50 

18.50 

By  15  barrels  of  oil,  at  $2 80.00 

Deduct  expenses 18.50 

Surplus  to  pay  back  capital 11.50 

Original  capital  invested * 8,500.00 

$11.50peraay  for  182  days  or  6  months 2,098.00 

Loss 1,507.00 

BY  WOOD. 

Generally  $2  less  than  coal $16.50 

By  15  barrels  of  oil,  at  $2 80.00 

Deduct  expenses 16. 50 

Surplus  to  pay  back  capital 13. 50 

Original  capital  invested 3,500.00 

$13.50  per  day  for  182  days,  or  6  months 2,457.00 

Loss 1,043.00 

*'  These  figures  clearly  prove  that  the  present  low  price  of  oil  has  a  direct  tend- 
ency to  destroy  the  entire  oil  production  of  the  territory,  and  not  only  is  the 
capital  of  the  country  becoming  rapidly  exhausted,  but,  owin^  to  the  reckless 
speculation  in  oil  lands  in  the  years  1864  and  1865,  whereby  it  is  supposed  over 
$100,000,000  were  withdrawn  from  other  useful  occupations  in  the  United  States 
and  lost,  it  has  become  a  practical  impossibility  to  induce  capital  to  return  to  the 
region  for  the  purpose  of  development.  The  class  of  men  who  have  during  the 
past  year  been  instrumental  in  developing  the  territory  were  not  men  of  capital. 
One  would  put  in  his  labor,  another  supply  an  engine,  a  third  build  the  derrick,  a 
fourth  supply  the  tools,  a  fifth  the  fuel,  etc.,  dividing  the  proceeds  into  shares  or 
interests.  It  is  almost  unnecessary  to  state  that  the  bitter  experience  of  the  past 
few  months  has  made  them  sadder  and  wiser  men.  In  fact  this  process  of  develop- 
ment has  become  almost  extinct.  The  development  of  the  territorv  is  now  left 
to  those  XMuties  who  have  been  successful  in  making  large  strikes,  and  to  the  land 
interest. 

* '  It  is  a  very  significant  fact  that  the  chances  of  strikinglarge  wells  are  becoming 
less,  in  a  ratio  that  is,  to  say  the  least,  truly  alarming.  The  1,200  and  1,400  barrel 
wells  of  1865  were  replaced  by  300  and  400  barrels  in  1866;  and  at  the  present  time 
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a  man  who  strikes  a  100  or  300  Imrrel  well  may  be  considered  to  have  realized  the 
extreme  of  snccess.  If  this  diminution  takes  place  in  the  fntnre  in  the  same 
ratio,  a  90  or  40  barrel  well  will  be  considered  at  the  close  of  this  year  as  mnch  the 
extreme  of  snccess  as  a  dOO-barrel  well  is  to-day,  and  those  i>arties  npon  whom  we 
now  depend  for  development  will,  if  they  do  not  receive  a  proix>rtionately  remu- 
nerative price  for  their  oil,  become  actually  ruined  with  uiose  uxx>n  whom  we 
depended  for  the  production  of  last  year. 

* '  Our  |)hilosophers  will  look  wise  and  say  that  the  law  of  supply  and  demand  will 
regulate  itself,  which  is  certainly  not  true  in  this  case;  but,  even  supposing  it  to 
be  00,  if  the  law  of  supply  and  demand  takes  so  long  to  regulate  itself  that  before 
that  much-to-be-desirea  end  is  accomplished  we  must  ruin  our  capitalists,  reduce 
our  mechanics  to  the  brink  of  starvation,  and  deplete  the  territory  of  its  inhabi- 
tants, it  is  high  time  that  we  ti^e  the  supply  into  our  own  keepmg  and  give  it 
only  to  those  who  are  willing  to  pay  a  remunerative  price  for  the  same." 

In  this  connection  I  will  say  that  this  refers  to  18o8,  but,  owing  to  the  general 
improvements  in  the  means  of  transportation  and  the  decline  in  prices  of  oil 
machinery  and  the  imif  orm  success  in  drilling  o^rations,  that  year  proved  highly 
prosperous  to  all  concerned.  Large  casing  was  introduced  for  driUmg  oi)erations 
during  the  year,  and  to  some  extent  in  the  year  previous;  it  enabled  the  driller  to 
have  a  dry  well  clear  to  the  bottom,  and  water  could  enter  into  it  to  no  very  con- 
siderable extent. 

Q.  Will  you  state  what  the  casing  was  put  in  for?  A.  It  was  used  to  exclude 
fresh  water;  it  was  put  in  at  what  would  bie  considered  the  lowest  iK>int  of  fresh- 
^water  supply— the  mountain  sand  as  we  call  it.  That  was  the  point  below  which 
no  fresh  water  was  found,  and  salt  water  was  not  considered  so  detrimental  to 
the  weUs  and  no  provision  was  made  against  it.  The  casing  was  used  to  control 
the  water. 

CONDITION  OP  THB  INDUSTBY  IN  1868— REPEAL  OF  THB  WAB  TAX, 

The  Armstrong  and  Clarion  fields  began  to  attract  the  attention  of  oil  opera- 
tors, but  the  greater  part  of  the  oil  developments  during  1808  were  confined  to 
tbe  older  sections  of  tne  region.  The  improved  methods  of  transportation  were 
g^radually  placing  the  industry  on  an  entirely  new  basis.  In  January  the  Titus- 
ville  Henud  estimated  the  production  of  the  region  at  11,035  barrels  a  day,  with 
182  wells  drilling.  On  February  8  a  convention  of  Oil  Creek  oU  refiners  was 
held  at  Petroleum  Center  and  resolutions  x>a8sed  demanding  that  the  tax  on 
refined  oil  be  repealed.  The  production  was  greatly  in  excess  of  the  demand,  and 
the  price  had  consequently  declined  below  the  cost  of  placing  the  refined  prc^uct 
on  tne  market.  On  July  1  the  production  for  the  month  of  June  was  reported 
at|ll,229  barrels  a  day,  with  300  wells  drilling.  On  July  16, 1868,  Congress  passed 
a  bill  exempting  petroleum  and  its  products  from  taxation.  Befin^  oil  at  this 
time  was  subject  to  a  tax  of  20  cents  a  gallon. 

Q.  What  was  the  tax  on  crude  oil  levied  by  the  Gk>vemment?— A.  One  dollar  a 
bamL  and  it  existed  for  practically  a  year. 

Q.  That  tax  ruined  quite  a  large  number  of  small  producers,  did  it  not,  who 
were  not  able  to  pay  such  a  tax?  The  Qovemment  war  tax  on  crude  petrolexmi 
of  $1  a  barrel,  whicn  remained  about  one  year,  worked  very  unequally,  because 
small  producers  could  not  afford  to  pay  it,  whereas  if  a  man  struck  a  very  large 
well,  500  barrels  or  upward,  he  could  afford  to  p&y  it.  A  large  number  of  farms 
that  were  only  capable  of  producing  from  10  to  25  barrels  a  day  could  not  be 
operated,  whereas  farms  adjoining  them  having  a  larger  producing  capacity 
•would  drain  the  other  farms.  It  operated  very  unequally?— A.  My  answer  to 
that  would  be  that  the  period  of  the  tax  on  the  oil  was  8  or  nearly  4  years,  but 
it  was  repealed  on  the  refined.  There  certainly  were  a  great  many  failures  in 
that  period,  but  coexistent  with  them  was  the  bursting  of  tne  oil  bubbles — a  £p:eat 
number  of  comx>anies  that  started  at  the  time.  There  was  so  much  disaster  that 
it  is  difScult  to  tell  what  was  the  cause  of  it.  I  can  not  say  that  I  know  of  any 
producing  well  which  was  ever  stopped  on  account  of  the  tax;  but  my  knowledge 
extends  to  hearsay  only,  as  my  exi>erience  does  not  go  back  that  far.  I  went  to 
tuv  oil  country  the  year  the  tax  was  repealed  on  cruae  oil. 

Q.  (By  Representative  LrviNasTON.)  Why  was  the  tax  levied?— A.  It  was  an 
excise  war  tax. 

8.  What  is  the  tax  on  oil  now?— A.  There  is  no  tax. 
.  Why  not? — ^A.  That  is  beyond  my  knowledge.    There  is  no  tax  on  any  manu- 
factured products  except  whisky  and  cigars  and  tobacco  of  which  I  know. 
Q.  If  you  should  levy  a  small  tax  on  oil  would  it  not  be  a  good  source  of 

83a ^27 


418  H£ARIN08  BEFORE   THE   INDUSTRIAL  COMMISSION. 

revenne? — A.  It  would  be  a  source  of  revenue,  but  it  would  be  bad  for  the  oil 
interests. 

Q.  Would  it  be  good  for  the  people  who  bum  it?— A.  It  would  be  bad  for  the 
consumer;  the  price  would  follow.  The  subject  of  levying  a  tax  on  oil  was  pretty 
thoroughly  discussed  in  Congress. 

COST  OF  FX7EL  IN  THE  OIL  RBOION  RESUlfED. 

Q.  (By  Mr.  Ratchford.  )  In  one  of  the  papers  you  read  it  is  stated,  I  believe. 
that  coal  delivered  was  $12  a  ton  at  a  certain  time.  What  date  was  that? — ^A. 
The  fiflTures,  as  stated,  I  read  from  Ponton's  Crisis  in  the  Oil  Regions,  1867. 

Q.  Are  you  nrepared  to  state  what  the  cost  of  crude  oil  was  at  that  time? — A. 
Two  dollar^  a  barrel;  he  states  that  in  the  same  connection. 

Q.  Are  you  prepared  to  state  what  the  cost  of  transportation  of  oil  was  at  that 
time?— A.  I  have  just  read  that,  by  pipe  line  at  that  period,  the  cost  from  Ben- 
ninghoff  Run  to  the  Shaffer  farm,  a  distance  of  2  miles,  was  50  cents  a  barrel. 
From  Pithole  to  Titusville,  a  distance  of  10  miles,  the  rate  was  the  same. 

<^.  Now,  I  should  like  a  comparison  between  the  cost  of  coal,  oO,  and  transpor- 
tation at  that  period  and  their  cost  at  present.  What  is  the  cost  of  coal  to-day? — 
A.  There  is  no  consumption  of  coal  in  that  region  to-day  for  the  purpose  then 
uped.  They  use  gas  engmes.  There  is  oil  produced  in  the  same  locality,  but  there 
is  no  consumption  of  coal  except  to  a  verv  limited  extent. 

Q.  What  does  it  cost  where  it  is  used? — A.  About  |2  a  ton  delivered  at  the 
wells. 

Q.  A  reduction  of  $10  as  compared  with  the  other  period.  What  is  the  coet  of 
oil  per  barrel?— A.  About  |1.87. 

(j.  Does  not  that  show  that  the  reduction  in  the  price  of  oil  has  not  equaled 
the  reduction  in  the  price  of  coal? — ^A.  If  the  commission  will  indulge  me,  I 
should  like  to  answer  by  a  little  explanation.  At  the  time  to  which  you  refer, 
1867,  coal  at  the  mines  did  not  exceea  $2  a  ton  and  the  difference  was  inade  up  in 
transportation.  There  were  a  great  many  transfers  to  the  boats  and  each  transfer 
added  cost  and  the  teamsters  charged  enormous  prices  for  hauling  a  little  coal. 
A  load  of  coal  might  be  anywhere  from  500  to  800  pounds,  or  three  loads  to  the  ton. 
and  they  charged  $2  to  $2.50  a  load.  I  am  speaking  of  conditions  that  would  make 
the  rate  that.  I  am  quoting  a  writer  of  that  day,  a  man  that  has  a  considerable 
reputation  as  a  statistician.  He  was  a  newspaper  editor  at  the  time.  I  am  giving 
his  figures. 

Q.  I  asked  these  questions  because  it  is  claimed  by  the  friends  of  oil  producers, 
particularly  the  Standard  Oil  Company,  that  the  reason  for  the  existence  of  the 
trust  is  that  the  prices  of  their  products  have  been  reduced  much  more  than  the 
prices  of  other  products.  When  you  spoke  of  coal  I  supposed  you  spoke  of  soft 
coal.  There  has  been  no  trust  in  soft  coal,  excepting  one  formed  within  a  week 
or  two  past.  There  was  none  at  that  time.  The  figures  you  have  quoted  show 
that  there  has  been  a  very  much  larger  reduction  in  coal  than  oil. — A.  I  should 
say  that  the  comparison  is  rather  unfair,  for  you  take  oil  at  the  point  of  produc- 
tion and  coal  at  tne  point  of  delivery,  where  it  has  acquired  cost  by  every  move- 
ment. Let  us  reverse  the  case,  and  take  oil  at  the  seaboard ;  take  the  price  of  oil 
at  the  seaboard  at  that  time. 

Q.  Take  them  both  at  the  point  of  production.  I  believe  the  same  conclusion 
would  hold  good.  What  would  it  have  cost  to  ship  a  ton  of  that  coal  from  the 
initial  point? — A.  It  depends  on  the  initial  point. 

Q.  In  the  vicinity  of  Pittsburg? — ^A.  It  would  have  cost  more  than  one-half  of 
the  $12,  at  least,  to  get  it  there.  I  am  not  competent  to  state  the  price  of  coal, 
and  I  am  not  defenmng  this  gentleman's  figures.  We  are  speaking  of  the  condi- 
tions of  the  time  in  the  mind  of  the  man  who  did  the  writing. 

PRICES  OF  CRUDE  OIL  AT  THE  SEABOARD  IN  1867  AKD  AT  PRESENT. 

<^.  (By  Mr.  Smyth.)  I  should  be  glad  to  know  as  to  the  comparative  cost  of  oil 
delivered  at  the  seaboard  to-day  and  in  1867,  and  the  cost  of  coal  delivered  at  the 
seaboard  to-day  and  in  1867. — A.  In  1865  and  1867  existing  conditions  were  very 
much  the  same,  with  this  difference,  that  crude  oil  was  higher.  The  price  of 
coal  remained  about  the  same  between  1865  and  1867,  but  in  1865  the  statistics 
show  that  the  cost  of  crude  oil  at  the  seaboard  was  37  cents  a  gallon. 

What  is  the  price  of  crude  oil  delivered  to-day?— A.  $1.37  or  $1.40. 

Per  gallon? — A.  Per  barrel. 
^   Can  you  give  us  the  gallon  price  to-day,  so  as  to  make  a  comparison? — ^A.  It 
is  somewhere  in  the  vicinity  of  5  cents  a  gallon. 
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Q.  Then  the  reductioii  has  been  from  87  cents  to  5  cents.  Can  yon  tell  us  abont 
coal? — ^A.  I  do  not  know  anything  abont  that. 

C^.  (By  Mr.  Ratchford.)  Was  that  37  cents  the  normal  price  at  the  period  of 
-which  you  nieak?— A.  I  can  not  tell  you  as  to  that. 

Q.  I  asked  the  question  because  you  stated  in  one  of  your  papers  that  oil  fluc- 
tuated from  10  cents  to  $2.50  a  barrel  at  l^e  well. — ^A.  From  10  cents  to  $1.75. 

Q.  I  understood  you  to  say  $2.50.  It  seems  the  price  of  oil  has  taken  some 
very  rapid  jumps  up  and  down. — ^A.  We  are  now  discussing  a  period  in  the  oil 
business  when  it  was  controlled  entirely  by  speculation.  The  Dusmess  had  hardly 
gotten  down  to  a  stable  basis  and  the  value  necessarily  changed  rapidly  in  those 
days. 

Q.  (By  Mr.  Fabquhab.)  In  the  statement  you  were  reading  from,  were  the 
prices  conditioned  on  speculation  entirely,  on  production,  or  on  transportation; 
that  is,  the  fluctuation  n*om  10  cents  to  $1.75?—^.  I  think  thev  were  conditioned 
on  all  three,  but  mostly  on  transportation— the  difficulties  of  getting  the  oil  to 
market. 

Q.  {Bf  Mr.  Phuups.)  Was  not  the  fluctuation  from  10  cents  to  $1.75  caused 
by  stnkmg  a  large  number  of  flowing  wells? — ^A.  Overproduction.  We  had  never 
had  a  consumption  equal  to  over  1 ,200  barrels  a  day  up  to  that  time.  The  consump- 
tion was  1,200  barrels  a  day,  and  a  constant  outflow  of  7,000  or  8,000  barrels  a  day 
caused  depression. 

Q.  (By  Mr.  Fabquhas.)  Overproduction  at  that  period—it  is  not  possible  to 
account  for  it  by  a  combination  of  producers?— A.  Oh,  no;  not  at  all. 

THE  PBODUOnON  OF  OIL  IN  1869. 

For  10  years  up  to  1860  the  amount  of  oil  produced  was  abont  25,700,000  barrels. 
Butler,  Armstrong,  and  (Marion  counties,  and  Church  Bun,  near  Titusville,  proved 
the  most  active  centers  of  oil  development  during  that  year.  Small  extensions  in 
the  producing  territories  at  Rouseviile  and  Cherry  Bun  were  made  and  there  was 
some  excitement  over  a  few  large  strikes  on  West  Pithole  Creek.  On  January  80, 
1869,  the  Pittsburg  Commercial  Gazette  reported  68  refineries  in  operation  in  latts- 
burg,  and  stated  tnat  the  petroleum  trade  of  the  city  amounted  to  $13,000,000  i)er 
vear.  On  February  12  a  meeting  of  oil  producers  was  held  at  Titusville  and  the 
Petroleum  Producers'  Association  of  Pennsylvania  organized  (being  the  first  asso- 
ciation of  producers),  with  G(eorge  K.  Anderson,  president,  and  F.  W.  Andrews, 
vice-president.  This  association  was  called  into  existence  to  take  cognizance  of 
the  statistics  of  the  region,  for  the  better  protection  of  the  trade.  Tne  shippers 
and  buyers  of  that  day  had  begun  to  influence  the  speculative  market  by  reports 
and  by  bulling  and  bearing  it  to  their  advantage.  The  purpose  of  this  association 
was  to  gather  statistics  ana  to  inquire  into  the  general  condition  of  the  trade  for 
the  betterment  of  the  producers,  and  from  what  I  know  of  it  I  say  now  that  it  was 
necessary.  On  March  11  it  was  reported  that  the  Vera  and  Blake  well.  Petroleum 
Center,  which  was  opened  Septemoer  22, 1868,  had  sold,  up  to  date,  22,699  barrels 
of  oil,  for  which  the  owners  had  received  $98,500.  July  1, 1869,  work  was  begun 
on  the  extension  of  the  Jamestown  and  Franklin  Bailroad.  from  Franklin  to  Oil 
City,  contracte  being  let  for  the  entire  distance,  including  the  tunnel  at  Oil  City. 

Q.  (By  Mr.  Jenks.)  Was  the  producers*  association  distinct  from  the  refiners?— 
A.  Yes;  it  was  distinct  from  the  refiners*  association. 

Q.  (By  Mr.  Philxjfs.)  It  was  not  a  chartered  company?— A.  No;  it  was  not  a 
chartered  company  at  that  time,  but  it  led  into  other  associations  and  agencies  by 
which  Btock  was  issued. 

FBICBS  OF  PETBOLEUH  IN  1869  AND  1870. 

At  the  close  of  1869  the  New  York  Daily  Bulletin  said:  ''  The  price  of  petroleum 
ruled  higher  during  1869  than  during  any  of  the  three  previous  years,  and  those 
engaged  in  the  proauction  of  oil  have  received  larger  profite  in  comparison  with 
the  capital  emploved  than  during  any  previous  year.  The  profits  of  the  refiners 
and  deJEders  have  been  fair,  but  very  much  less  than  those  of  the  class  first  men- 
tioned. Speculation  has  been  pursued  on  a  colossal  scale,  and  prices  underwent 
great  and  violent  fluctuations.  But  notwithstanding  this  the  year  closed  with  a 
much  smaller  volume  of  failures  than  usual,  and  on  the  whole  was  singularly 
exempt  from  any  serious  financial  disaster.** 

Values  showed  a  downward  tendency  in  1870,  and  the  market  steadily  declined 
from  the  prices  established  during  1869.  The  extreme  range  was  from  $4.90  per 
burel  in  January  to  ^.75  in  August.  The  year  1870  closed  with  petroleum  at 
from  |8«80  to  $8.60  per  oarrel. 
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That  decline  may  be  accounted  for  in  a  sreat  measnre  by  the  hoetUitieB  betweeo 
Germany  and  France,  for  the  closing  of  tneir  ports  against  us  operated  seriously 
with  the  oil  business  of  this  country. 

In  January,  1870,  the  first  well  dnlled  on  the  bluffs  on  the  Robinson  farm,  at 
Parkers  Landing,  started  at  40  barrels  a  day.  In  February  a  petroleum  associa- 
tion was  formed  b^  Cleveland  refiners  for  the  purpose  of  protecting  the  refining 
interests  of  that  city. 

Q,  (By  Mr.  Jenks.)  In  Febnuury  of  what  year  was  this  refiners*  aasociatioai 
made?— A.  1870;  refiners*  associations  were  very  prolific  in  thoee  days;  thev  were 
found  wherever  the  refiners  were,  exactly  as  the  producers  were  associated. 
^The  year  1870  was  a  very  important  year  in  many  respects,  because  of  the  strik- 
in);  of  the  well  at  Bradys  Bend;  that  developed  fourth-sand  territory.  The  finding 
of  a  flowing  well  in  that  couniry  rather  agitated  the  trade  and  stimulated  things. 
Large  and  important  developments  were  made  at  West  Hickory.  Coming  all  at 
the  same  time,  these  new  developments  created  a  very  serious  situationp> 

Q.  (By  Mr.  Smyth.)  What  was  the  percentage  of  increase  just  at  this  time 
from  the  flowing  wells?— A.  I  can  not  state  the  percentage,  but  it  was  very  large. 

Q.  You  said  a  little  while  a^  consumption  of  the  world  was  twelve  hundred 
oarrels  a  day?— A.  I  was  speakmg  then  of  the  overproduction  in  1861,  which  was 
caused  by  large  flowing  wells. 

PBODUOnON  AND  PIPB  LINB8  IN  1870. 

Q.  What  period  are  you  now  speaking  of  ?— A.  1870,  or  a  year  later.  ^Hurkers 
Landing  at  that  time  assumed  very  formidable  proportions.  There  were  at  least 
twelve  to  fifteen  separate,  individual  pix)e  lines;  and  there  was  one,  named  the 
Mutual  Pipe  Line,  just  reaching  the  .^arns  Pipe  Line,  organized  that  year  or  the 
year  before,  which  began  buying  oil  on  the  same  terms  as  the  other  lines.  At  this 
time  the  other  pipe  lines  were  bidding  for  the  production,  probably  800,  but  not 
exceeding  1,000  barrels  a  day,  at  Parkers  Landing.  The  Karns  was  one  of  them. 
It  would  take  oil  on  the  same  terms  as  another  line;  each  line  framed  its  own  terms, 
and  many  of  them  had  drawbacks,  rebates,  and  private  contracts  with  producefrs 
and  shippers.  Competition  was  such  that  they  were  forced  into  that  in  order  to 
get  business  and  prevent  others  from  going  in. 

On  April  9  the  production  of  the  Petroleum  Center  district  was  estimated  at 
1,426  biurels  a  day.  The  Karns  Pipe  Line  began  tfOdng  oil  uxx>n  the  same  terms 
as  the  Mutual— 25  cents  a  bfurel  transportation  charges  and  2  per  cent  for  loss. 
By  October,  1870,  the  total  production  of  the  region  had  reacned  nearly  20,000 
barrels  a  day.  The  James  S.  McOay  farm,  which  had  a  daily  production  during 
October  of  2,686  barrels,  declined  to  1,944  barrels  in  November,  a  falling  off  <»t 
742  barrels  a  day. 

The  important  development  of  the  year  was  in  April,  at  Armstrong  Bun,  8  miles 
southwest  of  Parkers  Landing,  which  had  an  initial  production  of  1,000  barrels 
a  day.  The  production  declined  rapidly,  but  other  wells  equally  productive,  wil^ 
better  staving  qualities,  came  in  later  on.  This  was  the  first  flowing  well  found 
south  of  Scrub  Grass,  and  attracted  universal  attention^ 

OPEBATIONS  IN  1871. 

/The  TitusvlUe  Oil  Exchange  was  organized  in  1871,  and  was  the  first  regularly 
or^nized  exchange  in  the  oil  country,  although  the  trade  at  Pittsburg  was  organ- 
ize some  years  previously.  Exchanges  were  likewise  opened  at  Oil  City  and 
Franklin. 

The  Titusville  Herald  p^es  the  daily  production  of  the  Pennsylvania  field,  on 
April  11,  at  18,581  barrels> 

Q.  (By  Mr.  PhillipsJ  That  was  in  1871?— A.  That  is  in  1871;  yes,  sir.  A.D. 
4JVTiite,reix)rter  for  the  Petroleum  Producers'  Association,  for  the  lower  district, 
issued  the  following  report  for  July  in  Parkers  Landing  district: 

*'  There  are  441  producing  wells,  of  which  63  produce  all  the  oil,  and  average 
10|i^  barrels  per  day,  while  uie  daily  average  of  all  wells  is  5^  barrels.  The  average 
depth  of  the  wells  is  1,060  feet,  and  the  average  cost  of  completing  a  well  $5,200." 

mnts  of  speculation  by  pipe  lines  in  the  production  of  oil  increased;  there  were 
more  than  hints;  there  were  rumors,  and  in  some  instances  the  result  of  that 
being  that  oil  was  not  held  the  same  by  any  two  of  the  existing  lines.  There 
were  scarcely  any  two  of  them  that  offered  the  same  prices  for  oil.  The  price 
was  dependent  very  largely  \xpon  the  reputation  of  the  line  for  integrit;y.  Those 
lines  having  a  reputation  for  integrity— that  is  to  say,  oil  put  in  their  custody 
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^wonld  be  fotmd  when  wanted— fN>t  the  highest  price.  Thoee  lines  which  were 
sometimes  considered  short  ffot  a  lower  price. 

Q.  (By  Mr.  Philufs.)  Did  the  prodncers  ever  lose  any  oil  through  these  pipe 
lines  to  which  yon  refer,  to  yonr  Imowledge?— A.  To  my  personal  Imowledge,  no; 
except  the  difference  in  the  valuation  of  weir  product;  there  was  a  difference  in 
valuation,  but  I  know  of  no  loss. 

Q.  No  embezzlement  of  oil  that  was  left  in  the  line?— A.  No  embezzlement  of 
oil.  I  have  no  personal  Imowledge  of  that.  Bumors  were  circulated  in  midsum- 
mer of  1871,  that  the  various  pipe-line  interests  of  Pennsylvania  were  about  to 
merge  their  holdings  into  a  single  combination,  the  whole  to  be  under  one  man- 
agement. No  merger  ever  took  place,  or  at  that  time;  no  merger  took  place  at 
that  time. 

Operations  this  year  took  a  very  wide  range.  Bradford  appeared  for  the  first 
time  in  the  oil  reports.  A  correspondent  of  the  Petroleum  Center  Record,  writ- 
ing under  date  of  September  29  concerning  a  trip  made  to  Bradford,  says: 

* '  Bradford  is  a  village  of  800  inhabitants,  and  is  altogether  a  very  desirable  ix>int 
for  the  coming  oil  excitement  which  we  feel  sure  is  bound  to  break  out  in  the 
vicinity.  The  Bradford  well  is  down  90  feet  and  being  pushed  as  fast  as  possible. 
It  is  located  near  a  well  sunk  in  1864,  which  had  an  excellent  showing  and  pro- 
duced some  oil,  but  was  abandoned.  About  8^  miles  south  of  this  point  Col. 
J.  E.  Haffey  has  a  well  drilling,  and  the  indications  are  good  for  finding  ou.  North 
of  this  latter  point  are  the  two  Job  Moses  wells,  one  of  which  is  producing  about 
2  barrels  and  the  other  drilling  deeper.  The  oil  from  the  Moses  wells  sells  for 
$22  a  barrel  (for  lubricating^ purposes^." 

It  is  important  here  in  this  connection  as  pointing  out  that  the  discovery  of  the 
Bradford  region,  which  was  developed  say  10  years  later,  or  less  than  10  years 
later,  the  greatest  field  ever  discovered,  was  long  before  actual  developments  ever 
took  place  there.  The  existence  of  oil,  the  presence  of  it,  was  known  in  that 
field  tor  at  least  8  years,  and  wells  actually  sunk  even  before  the  Butier  and 
Clarion  countyfields  were  fullv  developed.^ 

Q.  (By  Mr.  Philufs.)  It  did  not  become  a  factor  in  the  oil  business  until  1876 
and  1877,  did  it?— A.  1876, 1  think  it  was,  or  1877;  yes,  sir;  1877. 

<j.  It  became  a  factor? — ^A.  It  became  a  prominent  factor,  a  leading  factor  at 
that  time,  but  the  possibilities  of  the  field  always  pointed  to  it  as  a  field  for  wild- 
cats, for  some  place  that  producers  could  occupy  their  time,  and  led  to  over- 
Xnroduction,  great  overproduction.  Operations  in  Clarion  County  had  reached  a 
point  near  the  mouth  of  Turkey  Bun,  where  D.  L.  Eistler  and  others  found  a  ten- 
barrel  well.  S.  L.  Eier,  the  pioneer  petroleum  merchant,  developed  a  20-barrel 
well  on  the  Faust  farm,  near  »t.  Petersburg.  Marcus  Huiing's  well,  on  the  Ash- 
baugh  farm,  near  St.  Petersburg,  was  reported  flowing  250  barrels  a  day,  and  800 
welJs  were  rexwrted  in  various  stages  of  operation  between  Alum  Bock  and  the 
mouth  of  the  Clarion  Biver  at  the  close  of  October.  These  were  all  pioneer  wells 
at  that  time. 

^ISTOBT  OF  THB  SOUTH  DfPROVIEMENT  COMPANY.^ 

4rhe  year  1872  is  conspicuous  for  the  remarkable  progress  in  Butler  and  Clarion 
counties.  Starting  from  a  point  at  the  Clarion  Biver,  remunerative  developments 
penetrated  to  a  point  beyond  Antwerp,  more  than  5  miles,  and  south  westward 
to  Millerstown  and  Greece  City,  in  Butler  County,  a  distance  of  15  miles,  with 
the  prospect  of  further  extension  at  both  ends.  The  increase  in  production  was 
rapid,  owing  to  the  large  capacity  of  the  wells  developed  in  all  of  the  new  fields. 
In  addition  to  a  very  large  production  of  crude  oil,  there  was  an  unquestioned  over- 
capacity of  pix)e  lines,  ana  an  overproduction  of  refining  plants,  so  that  these  two 
divisions  of  the  business,  refining  and  transporting  oil  by  pipes,  became  unprofit- 
able. TLis  is  the  year  of  the  South  Improvement  Company,  a  movement  which 
found  few  supporters  in  the  region  and  was  very  generally  execrated  by  the  trade, 
and  died,  so  to  speak,  *'a-bomin\'*  Of  all  the  multifarious  movements  haviag 
for  their  object  the  betterment  of  trade  conditions,  this  one  is  perhaps  the  least 
understood.  The  movement  was  a  combination  of  the  railroads  and  certain  refin- 
ing interests.  It  had  its  inception  with  certain  Philadelphia  and  Pittsburg  refin- 
ers, with  an  a^eement  for  cooperation  on  the  part  of  certain  Cleveland  refiners. 
But  philosophical  minds,  viewmjp;  the  subject  &om  ttiis  distance,  are  agreed  that 
it  had  its  origin,  as  a  matter  of  fact,  with  the  railroad  interests,  rather  than  the 
oil  interests.  Befiners,  ever  satisfied  with  a  fair  profit,  had  been  able  and  were 
willing  to  accept  their  chances  with  the  trade,  but  with  the  railroads  the  case  was 
slightly  different. 

>  a«e  Mr.  Lock  wood,  pp.  885, 40O;  Mr.  Archbold,  pp.  540,  568;  Mr.  Emery,  m.  605-818, 6]B-«BB,64Ak 
M5;  Mr.  Bioe,  pp.  e894M. 
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The  development  sonthward  from  1870  brought  aboat  oonditioiiB  thzougli 
some  of  the  miportant  railroads  of  the  conntrv  might  be  d^yrived  of  a  abare  €i 
the  oil-carrying  trade.  The  PennsylvBnia  Road,  however,  was  not  affected  by  the 
transfer  of  activities  from  the  Venango  region  to  that  of  Butler  and  djuion 
counties.  The  AUeghenv  Valley  Railroad,  on  the  one  hand,  serving  as  a  foeder 
for  rail  shipments,  and  the  Allegheny  River  serving  the  Pittsburg  refiners,  on  the 
other,  with  barge  shipments,  the  products  ultimately  coming  to  the  Pennc^lvania 
Railroad  for  export  and  interior  shipments,  gave  them  not  only  a  fair  Dut  the 
lion's  share  of  the  carrving  trade.  The  northern  nulway  lines— namely,  the  lEirie 
and  New  Tork  Central — were  naturally  affected  b^jr  the  transfer  of  operations  to 
distant  fields  which  they  could  not  reach  witiii  their  existing  connections.  The 
first-named  road  was  materially  aided  by  the  gathering  lines  of  the  Pennsylvania 
Tran8i>ortation  Company,  operated  by  Henry  Harley,  but  the  New  York  Central 
and  its  connecting  Imes  were  left  without  petroleum  feeders  of  any  description. 
This  resulted  some  years  later,  and  after  the  failure  of  the  South  ImpFovement 
Company  to  establish  itself,  in  the  creation  of  pipe  Unee  by  the  New  York  Central 
interests.  Therefore,  at  the  close  of  1873  all  the  principal  railway  Unee  tonchixig 
the  oil  regions  at  any  point  were  served  by  feeders  or  pipe  lines  specially  pro- 
vided. From  this  period  developments  were  so  ra^id  that  no  attemjit  will  be 
made  to  trace  the  progress  of  the  business  chronologically,  except  by  movements 
in  the  order  in  which  they  take  place. 

Now  this  leads  us  up  to  the  time  of  the  South  Improvement  Comx>any,  -when 
the  overproduction  of  the  pipe  lines  and  the  competition  of  the  nulrcAds  were  so 
very  sharp,  and  it  sought  to  correct  all  the  difficulties  that  the  region  has  ever 
been  troubled  with  in  the  way  of  discrimination  in  freights'!^ 

Q.  (fiy  Mr.  Jenks.)  Have  you  anything  further  to  state^th  reference  to  the 
South  Improvement  Company?— A.  I  have  here  about  1,000  pages  touching  ^e 
whole  question — ^the  history  of  the  proposed  movement. 

Q.  You  could, perhaps, make  a  brief  statement  concerning  the  South  Improve- 
ment Company,  and  then  give  us  additional  information?— A.  I  have  nothixig 
further  on  that  branch  of  tne  subject,  unless  I  refer  to  the  Derrick's  handbook, 
about  what  was  done.  The  first  move  was  to  meet  and  combat  the  South  Improve- 
ment Company.  The  producers  combined,  and  the  combination  took  in  tne  oil 
interests  or  their  class;  well-owners,  producers,  and  the  ndlroads — ^that  is,  ti^e  Oil 
Creek  Railroad  and  the  small  railrcNads  of  that  region— felt  satisfied. 

Q.  I  understood  you  to  say  that  the  railroads  themselves  organized  an  associa- 
tion and  made  special  discriminations  in  rates,  and  that  the  ^uth  Improvement 
Company  was  organized  afterwards?— A.  Yes;  but  its  inception  was  with  the  rail- 
roads through  the  carrying  trade. 

Q.  Then  it  is  your  idea  that  the  railroads  suggested  the  formation  of  the  asso- 
ciation called  tne  South  Improvement  Company,  and  that  they  then  offered  it 
special  rebates,  or  more  favorable  rates  than  they  were  ^ving  to  other  refiners? — 
A.  That  is  my  idea;  and  it  is,  further,  my  idea  that  it  originated  in  Pennsylvania. 
The  Standard  Oil  Comx>any  has  been  very  much  maligned  in  connection  with 
the  South  Improvement  Company. 

Q.  (By  Mr.  Phillips.  )  You  said  that  the  Cleveland  and  Pittsburg  refiners  were 
in  this  movement,  and  then  that  the  refiners  after  defending  it  were  opposed  to 
it? — A.  I  said  the  local  refiners. 

Q.  (By  Mr.  Jenks.)  Then  the  association  was  made  up  practically  of  Pitts- 
burg and  Cleveland  refiners  for  the  purpose  of  getting  differential  rates  from  the 
railroads?— A.  It  was  the  purpose  to  make  dinerential  rates,  but  it  was  never 
carried  out. 

Q.  (By  Representative  Livingston. )  Were  any  advantages  given  by  the  rail- 
roads to  any  oil  producers  or  refiners? — A.  I  am  not  aware  of  any. 

Q.  (By  Mr.  Farquhar.)  Was  this  South  Improvement  Company  incoiporated 
by  the  legislature  of  Pennsylvania? — ^A.  It  was  incorporated  under  some  other 
name;  I  think  they  purchased  one  of  the  numerous  charters  under  the  old  consti- 
tution, prior  to  1878.  I  do  not  know  just  what  name  the  charter  was  first  issued 
under;  out  whatever  it  was,  they  had,  among  other  things,  x)ower  to  change  the 
name  of  the  corporation.    It  was  a  charter  issued  by  the  State  of  Pennsylvania. 


Q.  (By  Mr.  Phillips.)  Ajjpecial  charter? 


^  (By  Mr.  Farquhar.)  That  is  the  very  question  I  wanted  to  ask.  Was  it  a 
special  enactment  that  gave  authority  to  this  South  Improvement  Company?— A. 
Yes. 

Q.  It  was  incorporated  for  the  purpose  of  refining,  transportation,  sales,  and 
everything  else?— A.  That  is  the  way  I  understand  it,  and  I  think  to  operate 
railroads  also.' 

1  See  Mr.  Emery,  pp.  605-608. 
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Q.  What  interest  did  the  Pennsylyania  Railroad  have  in  the  South  Improve- 
ment  Company? — ^A.  The  conviction  was  general  in  the  oil  region  that  the  Pennsyl- 
vania Railroad  was  really  behind  it.  It  never  passed  beyond  suspicion;  there  was 
no  proof  of  it. 

Q.  (By  Mr.  Jbnks.)  Then,  if  I  understand  you,  when  this  agreement  came  to 
the  knowledge  of  the  public,  there  was  so  great  an  outcry  on  the  part  of  the  other 
refiners  that  the  com|>any  itself  was  abandoned  and  its  charter  annulled  by  the 
legislature?— A.  That  is  substantially  the  whole  story;  it  rose  and  fell  within  6 
months. 

Q.  And  nothing  further  was  attempted?— A.  Nothing  further  was  then  at- 
tempted. 

Q.  (By  Mr.  Phuups.)  Are  you  aware  that  after  the  South  Improvement  Com- 
X»any  charter  was  annulled  and  the  subsequent  contract  with  the  producers  and 
refiners  of  oil  by  the  railroads  was  made,  giving  equal  rates  to  all  without 
rebates  or  other  discriminations,  that  Geoi|[e  R.  Blakchard,  second  vice-president 
of  the  Erie  Railway,  testified  before  the  Sepbum  committee,  in  1879,  that  said 
contract  only  lasted  two  weeks?  ^— A.  I  have  no  knowledge  on  the  subject  at  that 
IMirticular  time;  I  am  not  familiar  with  the  investigations  of  the  Hepburn  com- 
mittee, but  I  understand  that  such  an  inquiry  was  made  in  1879;  I  can  not  testify 
as  to  exact  date. 

Q.  If  this  were  a  fact,  would  it  not  leave  the  same  rates  prevailing  that  pre- 
vailed under  the  South  Improvement — that  is,  the  same  discrimination? — ^A.  N'o; 
I  can  not  say  that.  I  merely  recall  now  my  own  assent;  and  I  wish  to  substi- 
tute for  that,  that  I  do  not  know. 

Rebates  in  vooxte  before  the  time  of  the  south  improvement  compan^^ 

Q.  (By  Mr.  Farquhar  J-  Is  it  a  fact  or  not  that  every  one  of  the  pipe  lines,  up  to 
the  time  of  the  establishment  of  the  South  Improvement  Company,  gave  rebates 
and  drawbacks? — A.  I  believe  it  is;  they  gave  special  rates  to  favorea  customers. 

Q.  Without  an  exception?— A.  I  can  not  testify  so  broadlv  as  that,  but  I  have 
heard  it  variously  stated  that  such  was  the  case,  and  I  know  one  particular 
instance. 

Q.  (By  Mr.  Phillips.)  You  know  one  i>articular  instance?— A.  One  instance 
came  to  my  knowledge  in  such  a  wav  that  it  was  impressed  on  my  mind. 

Q.  But  you  have  no  personal  knowledge  that  there  were  such  rebates? — ^A.  Yes; 
I  have  personal  knowledge  of  that — ^mv  knowledge  of  the  contract. 

Q.  Of  the  different  pipe  lines? — A.  Not  of  the  different  pipe  lines.  I  said  it  had 
been  variously  stated,  and  that  I  know  of  one  particular  case. 


'  Kmis 


^ 


TORY  OF  THE  CONSTRUCTION  OP  PIPE  LINES. 


Q.  You  know  of  only  one  particular  case  in  which  rebates  were  given? — A. 
^Kes.  We  now  come  to  the  question  of  i)ipe  lines.  The  first  line,  as  I  said  this 
morning,  was  the  Vansickle  line,  5  miles  in  length,  extending  from  Pithole  to  the 
Miller  farm. 

Q.  About  what  distance?— A.  About  5  miles.  Simultaneously  with  the  starting 
of  that  line,  another  line  was  be^un  from  the  same  x>oint,  that  is  to  say,  Pithole, 
and  eirtended  to  the  Allegheny  River,  7  miles  in  length,  called  the  Pennsylvania 
Tubing  and  Transportation  Company.  The  next  enterprise  in  order  was  the 
Pickett  &  Sherman  pipe  line,  extending  from  Pithole  possibly  10^  miles.  About 
the  same  time  Harley  &  Abbott  constructed  apipe  line  from  Benninghoff  Run 
to  the  Shaffer  farm,  a  distance  of  2  miles.  The  next  enterprise  was  Warren's 
Hue,  from  Pithole  to  Henrys  Bend.  From  this  small  lines  of  1|  to  5  miles  in 
length,  but  more  generally  2  miles  than  5,  were  extended  from  year  to  year. 
There  were  very  few  5  miles  in  length,  but  at  various  times  they  were  all  differ- 
ent concerns.  Tidioute  haa  its  system  of  pipe  lines,  and  the  Empire  Transpor- 
tation Company  was  operating  Pickett  &  Sherman's  line,  and  several  distinct 
gathering  hues  in  different  parts  of  the  field  at  the  same  time.  The  first  pipe 
fines  were  laid  in  what  is  called  Parker's  district,  in  1869.  Possibly  there  was  a 
small  beginning  in  1868.  In  1869  pipe  lines  began  to  be  recognized  as  carriers. 
The  first  line  there  was  the  Parker,  Thompson  &  Companv;  the  next  was  the 
Kams.  About  the  same  time,  however,  Martin  &  Harms,  of  Petroleum  Center, 
built  a  line  known  as  the  Foxburg  line,  subsequently  named  the  Mutual  Pipe 
Line.  Then  followed  the  whole  Mutual  Pipe  Line  system  extending  out  to  St, 
Petersburg  and  running  throughout  Clarion  County,  throughout  the  entire  field. 


f 


>  See  p.  041. 
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10  or  12  miles.  The  Matoal  became  quite  an  extensive  concern.  The  next  in 
order  was  the  Grant  Pipe  Line,  at  Parkers  Landing,  a  small  gathering  Hue,  get- 
ting its  oil  from  the  Black  and  Milford  farms,  at  Farkers  Landing,  and  termi- 
nating at  the  river  and  railroads.  Previous  to  this  time  and  during  the  PitlKde 
developments  and  those  immediately  following  it  around  Fagundas,  Vanderigrift 
&  Forman  started  a  system  which  was  later  extended  to  the  Cranberry  district. 
Pine  Grove  Township,  and  the  Milton  farm,  and,  with  the  opening  of  the  large 
wells  in  Bear  Creek  Valley,  to  the  river  at  Bradys  Bend  and  tiuougfaoat  the 
producing  district  in  Butler  County,  and  subsequentlv  to  Concord  Township^  in 
butler  County,  on  the  development  of  what  became  the  Greece  City^  field.  iTfais 
line  formed  a  nucleus  of  what  is  now  known  as  the  United  Pipe  Lines  System. 
The  next  in  order  was  the  Relief  Pipe  Line  Company,  starting  at  Millerstown 
and  terminating  on  the  Allegheny  River.  This  pine-line  development  brin^ps  ns 
down  to  the  period  1874-75,  and  what  I  have  namea  thus  far  had  been  constructed 
on  one  side  of  the  river;  that  is,  on  the  side  of  the  Butler  and  Armstrong  develop- 
ments. On  the  other  side  there  was  equal  activity.  Marcus  Hulings  constmcted 
the  Antwerp  Pipe  Line,  taking  oil  in  opposition  to  the  Mutual  Pipe  Line.  Ijater 
on  the  American  Transfer  Companv  commenced  to  compete  for  businesB.  Tfaean 
came  the  Atlantic  Pipe  Line.  All  these  lines  would  average  about  10  mUes  in 
length—from  7  to  10  miles  in  length;  possibly  the  Atlantic  might  exceed  that, 
for  the  reason  that  they  had  two  termini,  one  on  the  river  and  one  on  a  branch 
railroad.  Two  of  these  lines  subsequently  constructed  trunk  lines  from  the 
Clarion  field  to  Oil  City,  and  delivered  oil  there,  which  was  at  that  time  a  oom- 
mon  x>oint.  Common  points  were  points  of  common  shipment  where  stated  rates 
were  given.  The  aim  of  the  pipe  fine,  so  far  as  possible,  was  to  reach  a  common 
point,  to  get  the  advantage  of  the  freight  rate.  The  original  pipe  lines  "weare 
merely  transporters  of  oil,  but  through  tne  exigencies  of  operation  they  became 
buyers  of  oil;  not  in  their  corporate  capacity,  but  by  some  arrangements  outside 
of  the  corporation.  1  Each  one  of  them  had  a  purchasing  department  and  the 
prices  in  all  lines  varied  to  some  extent.  Very  rarely  was  the  same  price  stated 
at  the  same  time  on  two  lines.    This  condition  existed  up  to  1877.  / 

^RFEMENTS  WITH  RAILROADS  FOR   THE    ESTABUSHMBNT  OF  THROUGH  FBSiaHT 

RATS8.  ^ 

y^^e  result  of  this  enormous  competition  and  overcapacity  of  pipe  lines  was 
tEat  no  line  was  able  to  earn  by  its  legitimate  function  sufficient  to  sustain  itself. 
Therefore,  the  purpose  of  the  association  you  speak  of  by  the  railrcxeids  was  to 
establish  a  through  freight  rate.  These  pipe  lines  were  in  some  manner  connected 
with  one  or  the  other  of  the  four  leading  railway  lines,  and  the  rate  of  fnught  was 
established  from  the  wells  to  the  seaboard,  or  from  the  refinery,  wherever  it  was, 
to  the  termini.  In  1874  Mr.  Butter,  general  freight  agent  of  the  Kew  York  Cen- 
tral Railroad,  issued  a  new  freight  tariff  in  which  it  was  expresslv  stoted  that  all 
8hipi»ers  receiving  oil  from  pipe  unee  would  have  rebated  to  them  22  cents  a  bfurrel.* 

This  was  the  beginning  of  the  rebating  assessment  or  charge.  Considerable 
tumult  was  occasioned  by  this  circular;  meetings  were  held,  resolutions  adopted, 
and  an  attempt  made  to  influence  the  railroads  to  abandon  the  rate;  at  all 
events  that  is  where  the  rebate  charge  of  20  or  22  cents  a  barrel,  about  which 
testimony  has  been  taken  by  other  commissions  and  which  was  given  to  pipe 
lines,  started.  Both  the  pipe  lines  and  the  railroads  wanted  the  oil,  and  tneir 
principals,  or  whoever  they  were,  whatever  railroad  was  back  of  ^hem,  were  satis- 
fied to  divide  the  freight  tariff  with  the  pipe  lines  in  order  to  get  oil  freight  for 
the  railroads. 

Q.  (By  Mr.  Jenks.)  Did  all  those  who  shipped  oil  over  these  lines  generally 
receive  this  22  cents  rebate?— A.  Tes;  all  snippers  who  patronized  the  pipe 
lines  within  the  i>ool,  but  not  all  pipe  lines  either — ^I  want  to  correct  myself  on 
that  point,  because  through  the  active  competition,  about  1873  or  1874,  a  tx>oling 
arrangement  was  entered  into  by  the  pipe  lines;  it  was  an  attempt  on  their  own 
part  to  get  the  pipeage.  Failing  in  that  they  failed  to  make  a  success  of  their 
organization  with  the  pipe  line  association.  Then  they  brought  out  the  Butter 
circular,  in  which  I  think  all  the  railroads  concurred.  If  the  circular  is  of  any 
interest  you  will  find  it  already  published  in  the  investigation  before  the  Manu- 
facturers* Committee  in  1888.  It  would  be  loading  down  your  records  to  quote  it 
again. 

;^rHB  CONSOLIDATION  OF  THE  PIPE  LINES  THE  RESULT  OF  EXCESSIVE  COHPBTITIOl^ 

This  condition  existed  from  1874  until  some  time  in  1877,  when  there  was  a  con- 
solidation of  certain  pipe-line  interests.    This  consolidation  grew  until  about  all 

>  See  Mr.  Lee,  p.  266.  •  See  u.  im.  lx>ttom.    See  the  circnlar  in  fall,  p.  641. 
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the  pipe  lines  in  the  r^on  were  members  of  one  firm  known  as  the  United  Hpe 
Ldnes  Oompony.  The  organization  was  effected  some  time  in  1877  or  1878.  The 
United  lines  started,  as Innderstand  it,  with  a  capital  of  $8,000,000,  and  acquired 
by  purchase  ^e  i>rcperty  of  the  Golnmbia  Gonaoit  Cknnpany  and  the  lonpire 
Line,  these  two  beinff  the  strongest,  and  a  lot  of  smaller  lines. 

Q.  Do  yon  think  ue  cause  of  this  combination  among  the  pipe  lines  was  the 
extraordmary  competition  that  existed  among  them  practically  making  the  busi- 
ness unprofitable?— A.  There  is  no  question  about  it.  It  was  the  overcaxMtcity 
of  pipeline  enterprises,  or  the  eagerness  with  which  individuals  rushed  into  it. 
Nearly  everv  person  within  a  mile  of  the  railroad  handled  his  own  oil,  so  far  as 
it  was  {possible.  By  getting  the  small  lines  in  that  way  they  formed  the  nucleus 
of  other  lines.  Having  to  take  a  little  capital  here  and  there,  they  got  into  the 
pipe-line  business.  The  pipe  lines  were  not  equal  in  strength  and  capacity  or 
integrity.  This  period  of  the  overproduction  of  pipe  lines  resulted  in  a  great 
deal  of  embarrassment  to  the  trade.  It  is  a  matter  of  public  information  that 
some  of  the  lines  were  not  able  to  make  deliveries  on  demand.  Suits  were  entered 
in  the  courto  for  false  statemente  after  the  pipe-line  law  of  1874  went  into  effect. 
That  was  the  cause  of  the  consolidation  of  the  pipe  lines.  It  was  a  necessity. 
The  business  could  not  have  existed  had  it  not  been  done. 

Q.  fBy  Mr.  Phillifs.)  Was  not  there  more  than  one  suit  entered  of  the  kind 
of  which  you  speak?— A.  I  recall  but  one  at  this  time. 

Q.  Tet  there  was  a  multitude  of  pipe  lines  at  the  time  when  the  suit  was 
entered  for  fiilse  statements?— A.  I  say  that  from  mformation,  because  I  have  the 
information  here.  I  only  speak  of  what  I  know.  This  leads  up  to  the  consolida- 
tion of  the  pipe  lines,  when  this  consolidation  took  place,  during  the  period  of 
the  greatest  tribulations  among  the  mpe  lines,  from  1874  to  1876,  the  oiEuly  pro- 
dnctionfell  from d9. 087  barrels  in  1874  to  24,504  barrels  in  1876.  It  rose  in  1877 
to  85,088  barrels,  and  in  1878  to  41 ,644  barrels.  From  that  time  on  until  the  high- 
est production  in  1807,  which  was  06,867  barrels,  there  was  an  annual  increase  in 
proauction. 

Q.  Was  not  the  production  in  1878  larger  than  you  have  named  there,  being 
after  the  Bradford  field  was  opened  up?— A.  Eighty-one  thousand  barrels.  > 

Q.  Did  not  the  Bradford  field  at  one  time  produce  80,000  barrels  per  day?— A. 
That  was  said  to  be  the  case;  it  was  about  1880  or  1881.  The  year  1878  was  the 
period  of  the  earlier  developments.  I  have  heard  it  steted  as  a  matter  of  fact 
that  the  United  Pipe  Lines,  which  began  business  on  a  capital  of  $8,000,000, 
afterwards  increased  it  to  five  million,  but  paid  no  dividends  for  8  years  after  its 
onganiBation,  or  until  after  the  opening  of  tne  Bradford  field. 

_  '  —  "'  (he  owners  of  thb  umitbd  pipe  homlt 

Q.  Who  were  the  owners  of  the  United  Pipe  lines  then;  and  who  are  they 
now?-pA..  I  can  not  say  who  they  were  then;  the  National  Transit  Company 
owns  it  now. 

Q.  Did  the  Standard  Oil  Cknnpany  control  the  National  Transit  Company  when 
it  was  organized?— A.  I  can  not  say  as  to  that;  I  do  not  know  that  they  did. 

^.  Do  Siey  probably  now?— A.  The  Nationskl  Transit  Company? 
.  Tes. — ^A.  It  is  a  part  of  the  Standard  system. 

.  And  was  from  its  inception?— A.  I  do  not  know  who  the  owners  were, 
i.  It  is  the  Standard's  ^tem,  then?— A.  Yes. 
(By  Mr.  Faequhar.)  Can  you  state  at  what  time  the  Standard  took  an 
interest — an  immediate  pecuniary  interest  in  this  pipe  line;  what  year?— ^A.  Well, 
that  would  be  very  difficult  to  answer.    I  should  sav  about  1877. 

Q.  (By  Mr.  Jenks.)  It  was  the  refiners  practically  who  organized  the  United 
IHpe  Lines  system?— A.  Tes;  the  Standard  was  an  aggregation  of  firms.  It  was 
not  a  Cleveland  concern  alone.  What  we  know  of  the  Standard  is  that  it  was  an 
aggregation  of  the  strongest  refining  concerns  in  the  country. 

9*  And  they  organi2sed  themselves  into  a  pipe-line  system?— A.  Well,  they  were 
in  it. 

Q.  (By  Mr.  Phillifs.)  The^  controlled  it  then  and  control  it  now.  do  they 
not?— A.  It  is  a  part  of  what  is  known  as  the  Standard  system.  That  is  as  near 
as  I  can  answeryou.    I  guess  there  is  no  secret  about  that. 

Q.  (By  Mr.  Fabquhab).  What  proportion  of  interest  did  the  Standard  Oil 
Company  have  in  the  United  Lines  in  1877?— A.  Well,  I  have  heard  it  estimated 
that  m  1877  they  took  a  little  more  than  one-half,  because  in  the  formation  of  the 
United  Pipe  Lines,  a  number  of  pipe-line  owners  retained  theii-  interest  and  became 
ofllcers  in  the  United  Pipe  Lines. 
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Q.  So  that  the  establishing  of  the  pipe  line  was  a  mutual  arrangement  bet^^een 
the  refiners? — ^A.  It  was  a  mutual  arrangement. 

Q.  But  principally  of  interest  to  the  Cleyelandmen?-*-A.  Principally  of  interest 
to  the  Cleveland  men. 

Q.  (By  Mr.  Phillips.)  They  were  the  largest  holders?— A.  Well,  I  am  not  pre- 
pared to  say  that,  because  I  do  not  know. 

Q.  (By  Mr.  Farquhar.)  But  the  parties  in  Cleveland  interested  at  that  time 
in  the  so-called  Standard  were  the  same  parties  as  are  now  interested  in  the 
Standard  companies? — ^A.  I  believe  so,  with  very  few  exceptions. 

Q,  This  Vander&Tift  &  Forman  Company?— A.  Yes;  Mr.  Vandergrift  was  presi- 
dent of  the  line,    ne  was  the  first  president  of  the  line  and  remained  the  president. 

Q.  The  Rockefellers  were  in  tiiere  as  managers? — A.  I  never  understood  that 
they  were. 

Q.  (By  Mr.  Phillips.)  Was  not  Vandergrift  president  of  this  line  for  some 
years? — ^A.  I  believe  he  was;  I  know  that  he  was. 

Q.  You  do  not  know  when  he  resigned? — ^A.  Tes;  I  do.  He  left  the  service 
about  1885,  or  within  a  year  or  two  of  that  time. 

Q.  And  about  the  same  time  resigned  his  position  as  director  of  the  Standard 
Oil  Company? — ^A.  I  never  understood  that  he  was  a  director  of  the  Standard  CHI 
Company;  lam  receiving  now  my  first  information  on  that  point. 

Q.  I  have  been  informed  that  he  was  acting  in  that  capacity. — ^A.  It  is  needless 
for  me  to  say  the  information  is  not  common  in  the  oil  country  or  I  certainly 
would  have  heard  it.  He  was  connected  with  the  Imperial  Refining  Company. 
Vandergrift  &  Forman  and  John  Pitcim  were  very  large  holders  in  that;  it 
passed  to  the  Standard  Cil  Company. 

Q.  (By  Mr.  Fabquhar.)  But  that  was  chiefiy  Pittsburg  money  and  not  Cleve- 
land?—A.  It  was  all  Pittsburg  money  or  railroad  money  in  the  Imperial  Refin- 
ing Company. 

^HE  PALL  IN  PRICES  AND  ATTEMPTS  TO  LIMIT  PRODUCTION^ 

In  1882  I  find  the  largest  daily  output.  That  was  the  period  of  the  development 
of  the  Bradford  field.  It  was  82,358  barrels.  The  sudden  increase  could  have 
but  one  effect  upon  prices,  and  there  was  a  downward  tendencv.  Prices  dropped 
of  necessity  because  there  was  more  oil  than  the  world  would  take.  I  will  run 
over  hastily  the  period  when  this  depression  made  itself  most  manifest.  In  1866 
there  was  an  agitation  for  a  shut-down  movement  with  the  object  of  bettering 
the  condition  of  the  producers.  In  1862  right  after  the  period  of  the  fiowing  wells 
we  have  noticed  that  there  was  a  movement  to  turn  the  stopcocks  on  the  wells 
and  retard  production.  In  i872  there  was  an  agitation  for  a  suspension  of  opera- 
tions both  Def ore  and  after  the  agitation  concerning  the  South  Improvement 
Company.  The  first  practical  shut  down  went  into  effect  that  vear — a  shut  down 
that  was  very  successful  and  included  both  production  ana  drilling.  It  was 
almost  absolute,  as  nearly  absolute  as  anything  numan  can  be. 

Q.  What  effect  did  that  have  on  the  price  of  crude  oil? — ^A.  It  raised  the  price 
of  oil. 

9.  (BvMr.  Batchford.)  Wasthat  the  main  object  of  that  agitation?— A.  The 
object  01  the  combination  was  to  increase  the  price  of  crude  oil  which  had  been 
depressed  by  competition. 

Q.  (By  2u*.  Farquhar.)  How  long  did  that  shut  down  last?— A.  Thirty  days. 

Q.  Do  you  know  how  many  barrels  were  comprised  in  the  shut  down? — A.  Well, 
I  said  it  was  almost  total. 

Q.  Total?— A.  Yes;  the  daily  production  then  was  17,000  barrels;  it  was  practi- 
cally totskl. 

Q.  This  was  an  agreement  between  all  the  producers  in  that  field?— A.  An 
agreement  between  all  the  producers  in  all  the  fields. 

Q.  In  all  the  fields?— A.  In  all  the  fields. 

9.  (By  Mr.  Phillips.)  Do  you  know  about  the  effect  of  that  afterwards?  Did 
it  induce  a  large  amount  oil  drilling  and  increase  the  production?  Do  the  facts 
show  that  there  were  a  gr^t  many  more  wells  drilled  immediately  after  the  shut 
down  than  before,  through' anticipation  that  prices  would  remain  high?— A.  That 
effect  was  apparent,  but  if  does  not  account  for  the  great  decline  in  production 
during  the  next  year,  'fhere  was  an  impetus  given  to  drilling  for  the  next  8 
mont&  after  the  shut  down  that  made  itself  seriously  felt  in  prices;  but  the 
decline  that  took  place  iii  1873  was  due  to  the  large  wells  in  the  neighborhood  of 
Mlllerstown.  At  that  time  we  had,  to  vex  the  trade,  several  points  where  they 
were  getting  wells  averaging  from  700  to  1,400  barrels  a  day.  I  am  speaking 
now  or  initial  production.  Take  what  was  known  as  the  Troutman,  Modoc,  Mil- 
lerstown,  and  Buena  Vista— that  section  has  been  productive  of  very  large  wells. 
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PBODUCTION  INCREASED  BY  DEEPBNINa  OLD  WELLB. 

Q.  Was  not  that  enlarged  prodnction  caused  by  the  fonrth  sand  nmning 
through  under  the  third  sand  belt,  so  that  it  was  only  necessary  to  deepen  the 
wells  about  60  feet?  Were  not  a  large  number  of  thiruHsand  weUs  deepened  to 
fourth  sand  at  comparatively  little  cost  at  the  period  to  which  you  particularly 
refer?— A.  That  iwriod  comes  later.  Fourth-sand  discoveries  were  made  in  1873, 
but  the  development  had  no  considerable  effect  until  1874.  Its  presence  was  felt 
in  1873  in  the  Kams  City  district,  in  the  Tack  and  Morehead  wells. 

Q.  That  was  the  reason  that  the  others  were  deepened? — A.  That  was  what 
caused  the  wells  to  be  deepened.  From  that  time  forward  during  the  next  year 
the  most  remarkable  development  ever  seen  in  the  oil  region  was  sprung  ux>on  the 
trade.  No  one  was  in  condition  to  receive  it.  All  that  was  needed  was  to  drill 
less  than  a  hundred  feet,  from  65  to  85  feet— that  is,  one  day's  drilling— to  deepen 
a  well  from  one  rock  to  another  and  oftentimes  quadruple  its  capacity. 

Q.  The  increase  by  deei>ening  those  wells  was  about  13,000  barrels  per  day,  was 
it  not? — ^A.  I  have  no  doubt  but  the  rapid  development  of  the  field  lasted  for 
about  6  months.  Most  of  the  wells  were  not  deepened  before  midsummer,  1874, 
because  we  found  the  production  of  1874  only  2,000  barrels  greater  than  the  pro- 
duction of  1878;  that  is,  the  daily  production. 

^TOE  SHUT-DOWN  MOVEMENTS  OF  1878  AND  1874^^ 

Now,  about  1873  there  was  a  disposition  on  the  part  of  the  producers  in  every 
section  outside  of  that  in  which  these  large  wells  were  found  to  suspend  operations. 
The  remuneration  was  so  small  as  to  leave  no  inducement  to  continue,  except 
for  a  big  well.  In  1874  an  independent  shut-down  plan  originated  in  Clarion 
County.  I  will  not  call  it  independent  because  it  was  local.  The  region  at  large 
did  not  participate  to  any  great  extent.  In  the  northern  extremily  of  the  Clarion 
fields  at  this  period  some  very  lar^e  flowing  wells  were  found,  and  prices  were 
naturally  off  tnat  year,  the  competition  among  the  pipe  lines  not  leaving  them 
anything.  So  there  was  an  agitation  for  a  shut  down,  which  was  only  effective 
loccdly.  In  1876  a  plan  was  started  for  iKX)ling  the  surplus  oil  as  a  means  of 
advancing  the  market;  but  conditions  improved  so  rapidly  about  midsummer 
that  it  became  unnecessary,  and  there  was  one  of  the  greatest  bulges  in  the  mar- 
ket ever  known  since  the  "brade  had  become  established  on  what  might  be  called 
a  firm  footing.  The  advance  to  $4  a  barrel  in  the  fall  of  1876  was  responsible 
for  nearly  authe  ills  that  followed  for  the  next  10  }rears;  it  called  the  attention 
of  "geTsons  not  x>ermanently  engaged  in  the  oil  business  to  the  g^reat  amount  of 
money  to  be  obtained  through  £iuing  wells.  Prices  did  not  continue  long  at  $4. 
In  the  fall  of  that  year  a  peculiar  development  was  started  in  the  region  of 
Bullion,  t  say  peculiar,  because  it  was  to  one  side  and  out  of  the  usual  line  of 
oil  belts,  lliis  field,  not  great  in  extent,  was  yet  large  enough  to  add  within  2 
years  8,000,000  barrels  to  tne  production.  Bradford  coming  on  at  the  same  time, 
eave  the  producers  about  the  worst  quarter  of  a  year  they  ever  had,  and  it  might 
De  extenoed  to  a  quarter  of  a  century,  because  prices  have  scarcely  recovered  yet. 

OBOANIZATION  OP  THE  PRODTJCEHS'  PROTECTIVE  UNION. 

In  1877  and  1879  what  was  called  the  Producers'  Protective  Union  was  started 
in  a  small  way  as  a  result  of  the  effect  of  the  Bullion  development  on  prices.  It 
was  the  work  of  a  few  producers  at  Elk  City,  in  Clarion  County,  who  thought 
that  by  uniting  their  interests  and  suspending  operations  they  might  induce  their 
friends  and  neighbors  to  join  them  until  they  formed  an  unbroken  chain.  David 
Armstronjg^  formed  the  firist  union  and  within  a  short  time  became  the  head  of  an 
organization  taking  the  name  of  the  Petroleum  Producers'  Union.  This  move- 
ment continued  for  two  years.  When  once  fairly  started  Mr.  B.  B.  Campbell, 
who  was  called  to  the  presidency,  carried  the  organization  along  for  a  greater 
period  than  any  others  of  a  similar  nature  that  had  ever  been  formed  up  to  that 
time.  Organizations  since  that  time  have  lasted  for  longer  periods,  but  up  to 
1879  no  similar  movement  had  lasted  two  years. 

SUITS  AGAINST  MEMBERS  OF  THE  STANDARD  OIL  COMPANT  AND  PIPE  LINES. 

This  movement,  which  started  as  a  protective  concern,  developed  rapidly  into 
an  aggressive  organization.  They  undertook  to  fight  the  transportation  compa- 
nies and  the  railroads.  Suits  were  started  iji  the  Supreme  Court  of  Pennsylvania 
to  annul  the  charters  of  pipe  lines,  and  criminal  actigiM-flntttotad  against  some 
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of  the  owners  of  the  pipe  lines,  members  of  the  Standard  CHI  Oompany.     The 
object  of  these  suits  was  never  developed.    The  aim,  if  it  was  to  improve  their 
condition,  failed  of  its  purpose. 
Q.  Where  were  the  suits  Drought  against  members  of  the  Standardpil  Campsny 


and  the  pipe  lines?— A.  A  suit  against  members  of  the  Standard  Oil  Company 
institute  in  Clarion  County;  the  proceedings  against  the  pipe  lines  were  in 
Venango  County. 

Q.  Was  that  suit  tried  in  Clarion  County  or  was  it  removed  from  darian 
County?— A.  It  was  not  tried  anywhere  and  was  not  removed  from  Clarion 
Coun^. 

Q.  Did  the^  not  take  an  appeal  to  the  supreme  court  at  Philadelphia? — ^A.  Ko 
doubt  they  did,  but,  as  I  understand  it,  the  suit  was  settled  outside  of  court. 

Q.  Yes,  but  after  an  appeal  was  taken? — ^A.  I  am  not  clear  on  that  point.' 

Q.  It  was  a  suit  for  conspiracy,  was  it  not?— A.  It  was  called  a  suit  for  con- 
spiracy, but  it  hardly  was  a  conspiracy  from  the  fact  that  it  was  never  tried. 

CONDITION. OF  PBODUCERS  NOT  IMPBOVSD  BY  THE  COVBINATION. 

Q.  Oh,  certainly  not.  You  have  covered  the  ground  very  fully;  you  have  said  it 
was  a  criminal  suit?— A.  The  condition  of  the  producers  was  no  better  after  the 
termination  of  that  combination  than  it  was  before.  The  production  continued 
to  increase,  and  prices  were  falling  with  the  additions  to  the  stock.  In  1879  the 
daily  production  was  54,206  barrels  and  the  price  85^  cents.  When  the  move- 
ment was  started  in  1877  the  daily  production  was  85,088  barrels  and  the  price 
$2.89f .  That  was  the  average  for  the  year.  That  is  what  makes  me  say  the  con- 
dition of  the  producers  was  no  better  at  the  end  of  the  combination  than  it  was  at 
the  beginning.  The  great  increase  in  drilling  had  not  ceased  to  any  extent;  stocks 
had  accumulated  and  production  increased.  In  1881,  during  the  development  of 
the  white-sand  -podiB  in  Warren  Count v,  an  individual  shut-down  oocuired  amon^ 
the  heavier  operators.    It  was  partially  successful. 

THE  PRODUCEBS'  ASSOCIATED  OIL  COMPANY. 

In  1884  there  was  an  attempted  combination  of  producers  to  restrict  drilling. 
The  movement,  while  very  general,  was  only  partially  successful.  That  was  the 
year  of  the  Thorn  Creek  development,  the  period  when  very  laim  wells  were  found 
in  a  small  area.  The  persons  engaged  in  engineering  the  shut-down  of  1884 — ^that 
is,  the  combination  of  1884  for  the  improvement  of  prices  and  the  betterment  of 
the  condition  of  the  producers — claimed  and  alleged  that  the  failure  was  due  to 
the  want  of  cooperation  on  the  part  of  the  Thorn  Creek  operators,  for  it  was  car- 
ried out  very  generally  through  other  sections  of  the  field.  One  of  the  results  of 
this  was  the  formation  of  what  is  known  as  the  Producers'  Associated  Oil  Com- 
pany, which  is  in  existence  to-day.  This  was  a  company  formed  by  all  the  compa- 
nies, all  the  existing  producing  companiee,  taking  some  of  the  shareli.  The  capital 
stock,  I  believe,  was  |1,000,000,  and  the  shares  were  jiarceled  out  to  existing 
producing  companies.  It  became  necessary  to  purchase  property  in  order  to 
curtail  production  or  stop  the  drilling.  Purchasing  was  resorted  to  by  the  Asso- 
ciated Producers'  Company,  and  all  the  shareholders  i)articipated  in  the  profits 
accruing.  It  was  considered  a  very  wise  arrangement  at  that  time,  and  the  fact 
that  it  is  still  in  existence  and  doing  business  would  attest  that  it  was  in  every 
way.  In  connection  with  that  I  want  to  state  another  movement,  bom  of  it.  It 
was  a  drilling  contract,  known  as  the  boundary-line  contract,  entered  into  by  the 
operators  connected  with  a  subsequent  shut-down.  It  was  the  contract  of  the 
shutdown  combine  of  1887  and  was  an  agreement  between  the  producers  and  the 
Standard  Oil  Company  for  mutual  benefit.  It  provided  for  reducing  production 
one-third  and  for  reLuiquishing  certain  holdings  in  oil,  6,000,000  barrels,  I  think. 

6.  What  year  was  that?— A.  1887-88.  In  consideration  of  the  receipt  of 
5,000,000  barrels  of  oil  the  producers  on  their  part  agreed  to  suspend  active 
drilling  operations  and  to  restrict  their  production  at  least  one-third  for  the 
period  of  a  year. 

RELATIONS  OF  THE  PRODUCEBS'  ASSOCIATION  TO  THE  STANDARD  OIL  COMPANY. 

Q.  (By  Representative  Livingston.)  Will  you  explain  to  the  commission  what 
you  mean  by  the  producers?  Does  that  take  in  all  the  producers — ^the  Standard 
and  the  independent  companies?~-A.  No;  I  refer  now  to  the  Producers'  Asso- 
ciation itself,  tlie  association  in  existence  to-day. 

Q.  What  is  the  name  of  the  organization?— A.  It  was  the  Producers' Protective 

>  See  Mr.  Lookwood,  p.  389;  Mr.  Archbold,  p.  658;  Mr.  Bmer7,  p.  MSL 
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Aflflooiation,  and  it  is  in  existence  and  organized  to-day.  It  was  organized  pre- 
yions  to  1887. 

Q.  That  does  not  cover  the  independent  companies?— A.  No;  not  necessarily. 
It  IS  an  organization  for  the  betterment  of  their  condition  as  producers,  out  of 
which  came  these  independent  companies  which  you  refer  to.  They  resulted 
from  this  agreement.    I  shall  lead  up  to  that  presently. 

Q.  (By  Mr.  Smyth.)  Entirely  separate  from  the  Standard  Oil  Gomx>any?— A. 
Tee;  the  organization  is  entirely  separate  from  the  Standard  Oil  Company. 

Q.  (By  RepresentatiyeLrviNOSTON.)  Opposition?— A.  It  is  not  in  opposition. 
They  are  in  harmony  in  many  respects;  the  proceedings  state  that. 

Q.  How  are  they  hitched  together?  If  they  are  in  harmony,  what  hitches  them 
np? 

Q.  (By  Mr.  Smyth.)  What  is  their  relation? — A.  The  remunerative  feature 
that  existed  in  the  original  contract  between  the  Standard  Oil  Companj  and  the 
Producers'  Protective  Association 

Q.  (By  Representative  Livinobton.)  Have  you  co^y  of  that  contract?— A.  The 
contract  is  published  in  the  voluminous  report  of  the  investigations  of  the  Manu- 
facturers' Committee  in  1888. 

Q.  When  you  speak  of  producers  do  you  mean  the  Standard  Oil  Company  and 
theProtective  Association?— A.  Tes,  if  you  please;  speaking  of  both  sides  during 
that  one  year. 

Q.  (By  Mr.  Philups.)  You  spoke  of  the  receipt  of  5,000,000  barrels  of  oil.  On 
"what  terms  was  that  oil  turned  over,  and  what  was  the  price  of  oil  at  the  time 
this  shut-in  movement,  as  it  is  caUed  in  the  oil  country,  began?  On  what  terms, 
if  any,  was  that  oil  tuined  over  to  the  producers?— A.  The  oil  was  turned  over  to 
the  Tnt>ducers  on  condition  that  they  suspend  drilling  operations  as  far  as  prac- 
ticable and  restrict  their  production  at  least  one-tmrd.  The  price  at  which  it 
was  turned  over  was  62  cents  a  barrel.  The  existing  price  at  the  time  it  was 
turned  over  was  10  cents  a  barrel  more.  The  Standard  sacrificed  10  cents  a  barrel 
on  the  oil  when  they  turned  it  over  to  the  association. 

Q.  That  might  possibly  be;  when  the  papers  were  drawn  up  it  was  in  anticipa- 
tion, but  the  day  the  contract  was  maae  it  was  62  cents?— A.  I  can  only  testify 
to  the  facts  as  they  appear,  and  that  is  as  they  appear  now 

Q.  (Bv  Mr.  Fabquhab.)  You  testified  as  to  the  agreement,  that  is  all?— A. 
Yes,  and  the  price  when  tne  transfer  was  made;  oil  was  71  cents. 

THB  extent  of  THE  COMBINATION. 

Q.  I  wish  you  would  state  very  explicitly  how  wide  this  combination  was,  what 
class  of  producers  it  took  in,  and  what  control  it  had  over  the  market  and  the  con- 
sumer.- A.  WeU,  I  should  say  that  the  agreement  was  far-reaching;  it  took  in 
every  class  of  producers  they  could  get  in.  They  made  strenuous  efforts  to  bring 
I>eopie  into  it,  and  I  believe  great  sacrifices  were  asked  on  the  part  of  the  Stan£ 
ard  Oil  CompEmy,  or  rather  demanded,  to  enable  some  large  producers  to  join  it. 

Q.  (By  Representative  Livinghston.)  Now,  then,  if  I  understand  that  answer, 
you  mean  to  say  that  they  endeavored  to  get  everybody  into  it  they  could? — 

Q.  Did  they  get  them  all  in?— A.  No. 

Q.  Whv  not?— A.  Well,  I  think  it  might  be  said  to  be  due  to  energnr,  enterprise, 
or  hognsimees— anything  you  care  to  caU  it— that  some  people  would  stav  out. 

Q.  (By  Mr.  Phillifs.)  The  Standard  people  were  as  anxious  to  have  other  peo- 
ple in  as  the  Producers'? — ^A.  It  was  mumal. 

Q.  (By  Mr.  Fabquhab.)  Who  made  the  first  proposition?— A.  That  I  am  not 
prepared  to  answer;  I  do  not  think  I  ever  heard  it  stated  or  saw  it  in  print. 

Q.  Did  not  the  proposition  originate  with  this  very  company  of  which  we  have 
been  speae^dng— the  Froducers'  Protective  Association?  Did  it  or  did  it  not?— 
A.  Well,  as  a  matter  of  opinion,  I  shoxQd  say  it  did. 

Q.  As  a  matter  of  common  belief?— A.  Belief  at  the  time;  yes.  Now,  as  to  the 
other  branch  of  your  question 

THE  EFFECT  OF  THE  COMBINATION  UPON  THE  CONSUMEB. 

Q.  (By  Bepresentative  Livinqston.)  The  other  part  of  the  question  was:  How 
was  the  consumer  benefited  by  it? — A.  The  condition  of  the  producer  was  bettered 
by  it.  Crude  oil  advanced  29  or  2Wi  cents  a  barrel.  We  will  now  see  what  refined 
ou  did.  I  should  say  that  the  parallel  of  increase  was  regular;  that,  taking  the 
annual  average,  the  advance  to  the  producer  was  no  greater  than  the  advance  to 
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the  refiner  and  the  advance  to  the  pnblic.    Refined  oil  sold  in  1887  at  6}  cents 
retail,  and  the  average  for  1888  was  7^. 

Q.  What  was  the  advance,  then,  on  refined  oil? — A.  About  three-foarths  of  a 
cent. 

Q.  A  gallon? — A.  A  gallon.  The  price  was  not  advanced  to  the  consoxner  in 
proportion  to  what  it  was  to  the  producer. 

O.  The  producer  of  crude  oil? — A.  Yes,  of  crude  oil. 

Q.  (ByMr.  Farquhar.)  Do  vou  propose  to  say  that  the  Standard  Oil  Company 
stood  the  difference?— A.  Somebody  stood  it. 

Q.  Well ,  what  is  your  judgment?— A.  If  we  hold  that  the  Standard  Oil  Company 
produces  three-fourths  of  the  refined  oil  they  certainly  stood  three-foarths  of  it. 

Q.  (By  Representative  Livingston.)  The  Standard  Oil  Company  was  involved 
in  that  original  proposition.  It  would  seem  that  they  were  working  for  their 
health  along  about  that  time?— A.  It  did  seem  so  to  me;  I  thought  so. 

Q.  Now,  then,  what  was  the  ulterior  purpose?  If  they  were  standing  that  loss, 
in  the  end  they  hoped  to  gain.  Do  you  know  how,  in  the  end,  they  hoped  to  be 
benefited  by  the  arrangement,  after  standing  the  loss?— A.  That  question  involves 
an  opinion  on  my  part  that  I  do  not  think  I  would  be  justified  in  submitting.  I 
do  not  know  that  I  can  answer  it  in  any  intelligible  way.  To  answer  it  would 
be  to  give  an  opinion  only. 

Q.  Ill  the  ena  they  would  put  down  competition  and  regain  all  they  had  lost?— 
A.  r^o,  sir;  that  is  not  it.  I  can  not  aspree  with  that,  but  I  can  agree  with  one 
branch  of  it.  The  betterment  and  the  benefit  of  the  producer  is  always  the  con- 
cern of  the  Standard.  If  you  kill  the  goose,  where  are  you  going  to  get  the 
golden  egg'2  • 

O.  There  are  more  geese. — ^A.  Oh,  no.    The  supply  is  limited. 

Q.  (Bv  Mr.  Smyth.)  Was  the  cost  of  refined  oil  lessened  at  that  time? — A.  I  do 
not  think  there  was  any  material  chan^  in  that  feature  of  it. 

Q.  They  could  not  have  recouped  their  loss  by  reducing  the  prices  in  that  way?— 
A.  No,  I  think  the  recoveries  have  been  fully  made  in  oil  ana  its  by-products. 

Q.  I  understood  you  to  sa^  that  the  price  was  advanced  to  the  producer,  but 
was  not  advanced  in  proportion  to  the  consumer.  Now,  was  the  process  cheap- 
ened in  the  meantime?— A.  I  think  not. 

Q.  (By  Representative  Livinqston.  )  The  witness  seems  to  be  an  intelligent  on(* 
.  all  along  this  line,  and  I  do  not  see  why  we  should  not  insist  on  having  his  opinion 
as  to  the  nature  of  this  recoupment? — A.  I  can  state  it  as  a  matter  of  opinion. 

Q.  Well,  that  is  all. — A.  I  am  very  willing  to  state  my  opinion. 

Q.  Where  would  they  recoup  and  how? — A.  Well,  the  betterment  of  the  trade 
would  leave  a  condition  of  harmony  that  could  not  exist  where  everybody  was 
working  at  unremunerative  prices. 

the  combination  the  result  of  too  much  competition. 

Q.  Now,  that  word  **  harmony ; "  do  you  mean  by  that  the  killing  of  competi- 
tion?—A.  What  word? 

Q.  The  word  **  harmony."  Do  you  mean  by  that  the  removal  of  comjwtition?— 
A.  My  dear  sir,  this  whole  trouble  was  brought  about  by  competition,  too  much 
comx)etition  in  drilling,  too  much  drilling. 

Q.  That  is  what  led  to  the  combine.  You  needed  a  combine  to  control  it?— 
A.  It  led  to  the  combine,  and  that  leads  me  to  the  question  of  one  of  the  move- 
ments connected  with  the  shut  down  of  1887  and  18^.  In  the  drilling  contract 
it  was  provided  that  the  members  of  the  association  were  not  to  drill  a  well  along 
any  line  within  a  stated  distance — that  is,  closer  than  would  give  an  area  of  20 
acres  for  each  well. 

Q.  That  lessened  production? — ^A.  The  aim  was  to  lessen  production,  and  there- 
fore it  benefited  the  trade. 

Q.  Now,  I  want  you  to  use  another  word  for  that  word  harmony.  You  said 
trade  was  improved  because  it  produced  a  kind  of  harmony  among  all  the  par- 
ties interested  here.  You  mean  that  it  took  all  the  competition  out  of  the  way?— 
A.  Well,  1  can  not  say  that  competition  vwas  destroyed. 

^.  I  do  not  mean  to  say  it  was,  but  crippled  or  lessened? 
\.  (By  Mr. Farquhar.)  Hypnotized? 
j.  Hypnotissed?— A.  I  will  adopt  that  term,  "  hypnotized." 
}.  Was  it  not  lessened?— A.  Oh,  unquestionably. 

^  the  laborer  suffered  by  the  restriction  of  oomfetition. 

,  Q.  If  it  was  lessened,  who  suffered  by  it,  the  producer  or  the  consumer  ?- 
A.  Neither — labor. 
Q.  Labor?— A.  Labor  lost  it  all. 
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Q.  That  burden  was  put  on  labor? — ^A.  The  burden  was  put  on  labor;  but  let 
me  say  that  in  addition  to  this  5,000,000  barrels  of  oil^ 

Q.  Did  you  not  say  that  crude  oil  increased  29  cents  a  barrel,  and  refined  three- 
fourths  of  a  cent  a  gallon?  Now,  how  did  the  laborer  bear  that  charge?  Was  not 
tlie  increase  paid  to  the  producer,  and  the  29  cents  a  barrel  by  the  consumer? — A. 
As  far  as  the  difference  in  price  would  be  represented  by  the  difference  in  cost. 

Q.  Then  the  laborer  did  not  bear  that  loss,  but  the  consumer? — ^A.  True  from 
your  standpoint  and  true  from  mine. 

Q.  You  have  got  two  ways  of  looking  at  that? — A.  Yes. 

Q.  You  know  what  the  Scripture  says:  "He  that  seeth  double"? — ^A.  Yes;  I 
neglected  to  state  that  in  addition  to  the  5,000,000  barrels  1,000,000  was  set  apart 
in  the  agreement  for  labor.    To  that  extent  labor  did  not  suffer. 

Q.  (By  Mr.  Phillips.)  Was  not  that  2,000,000?— A.  Yes;  the  Standard  set  aside 
1,000,000  and  the  association  1,000,000  to  the  labor,  and  the  profits  of  the  2,000,000 
barrels  compensated  them  to  that  extent.* 

EFFECT  OF  THE  COMBINATION  UPON  THOSE  WHO  DID  NOT  GO  IN. 

Q.  (By  Mr.  Kennedy.)  You  said  that  about  all  of  the  producers  went  into  this 
association,  and  I  infer  that  enough  of  them  entered  into  it  to  accomplish  the 
object  that  thev  had  in  view.  Is  that  true,  and  is  it  true  that  those  who  stayed  out 
did  not  affect  that  object? 

Q.  (By  Representative  Liyinqston.  )  Ask  him  if  the  man  who  did  not  go  in  was 
not  hurt.  Would  it  not  have  been  better  for  him  had  he  gone  in? — ^A.  The  ones  who 
stayed  out  made  a  lot  of  money  by  it,  because  they  went  on  drilling  and  secured 
large  wells,  and  most  of  them  got  rich.  Many  of  them  got  rich  by  simply  taking 
advantage  of  the  producers'  necessities.  It  was  necessary  to  do  somethmg  at  this 
time.  Ptoducing  oil  was  not  a  remunerative  business,  but  at  the  prices  at  which 
oil  was  left  at  the  close  of  the  year  it  was  remunerative.  Nearly  tne  entire  num- 
ber of  ox)erators  in  the  Washington  oil  field,  then  the  greatest  field  we  had,  stayed 
out  because  they  were  getting  very  large  wells.  One  person  drilling  along  the 
line  would  start  another,  and  in  this  way  an  endless  chain  was  formed  around  the 
group  of  wells.  It  was  just  like  setting  up  a  row  of  bricks  and  starting  the  end 
one — all  the  rest  go. 

THE  COMBINATION  AND  IlABOR. 

Q.  (By  Mr.  Phillips.)  Well,  did  labor  work  in  perfect  harmony  with  that 
movement  throughout  tne  oU  country — with  that  particular  feature  of  it — and 
agree  to  go  into  the  thing?  There  was  harmony  between  the  Standard  and  the 
laboring  x>eople,  was  there  not? — ^A.  So  far  as  I  have  heard,  there  was. 

Q.  (By  Mr.  Farquhar.)  Do  you  think  they  could  help  themselves,  whether 
they  went  in  or  not? — ^A.  Oh,  yes,  they  could. 

Q.  Was  labor  organized  at  that  time? — ^A.  One  of  the  first  steps  of  the  laborers, 
the  well  drillers,  and  the  tool  dressers,  was  to  combine  themselves  in  an  organi- 
zation. It  was  my  observation,  and  I  examined  it  veiy  closely  and  took  a  great 
interest  in  it,  watching  it  from  year  to  year,  that  the  drillers  could  have  made  a 
failure  for  the  producers  had  they  been  so  determined.  Enough  of  them  could 
have  got  together  to  start  drilling  on  their  own  account. 

Q.  (By  Representative  Livingston.)  Then,  it  is  your  observation  that  labor  in 
that  instance  was  not  damaged  by  the  combination? — ^A.  Not  by  that  particular 
combination,  but  what  you  referred  to  a  while  ago  was  the  drilling  contract. 

Q.  (By  Mr.  Phillips.)  Was  not  the  price  of  labor  put  up  after  this  shut-in  to 
the  scale  agreed  upon  in  the  movement?— A.  Yes,  there  was  a  scale  adopted. 

Q.  (By  Representative  Livingston.)  Who  paid  that?— A.  The  oil  producers. 

Q.  Did  they  pay  it  in  the  price  of  the  oil? — A.  That  is  in  the  construction 
account;  it  goes  into  drilling  the  well,  that  is,  building  the  superstructure  over 
the  well.    It  just  adds  that  much  to  the  cost  of  drilling  wells. 

Q.  That  does  not  have  anything  to  do  with  the  cost  of  oil? — ^A.  No,  not  at  all. 
It  diverts  the  producers'  profit  to  the  extent  of  the  advanced  cost. 

Q.  (By  Mr.  Kennedy.)  What  did  you  say  was  the  period  of  that  shut-down? — 
A.  One  year. 

Q.  What  was  the  amount  of  oil  set  aside  by  the  producers  and  the  Standard  Oil 
Comi)am^for  the  benefit  of  labor?— A.  One  million  each,  but  the  6,000,000  origi- 
nally^ ^acpm  the  Standard. 

(J<  %\''  *S*  sold  for  the  benefit  of  the  laborers?— A.  After  this  shut-in;  it 
w^         ^   ?.      JjpQcfit  and  distributed  by  their  organization. 

*®^'  /  » Soe  p.  284. 
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Q.  How  did  fhe  money  thus  dlstrilmted  to  them  compare  with  the  amoonft  tbBf 
would  have  earned  had  the  work  continued  in  that  field? 

(ByBepresentatiTeLiyiNQBTON.)  Did  they  loee  anything  br  the  combmation? 
(By  Mr.  Fabquhab.)  Snbeequently?— A.  I  have  not  right  at  my  tooqgne'k 
end  the  amount  that  each  individual  dnUer  received,  but  for  the  most  part  the 
driller  constantly  employed  (what  we  call  constantly  employed)  will  perhaps 
work  200  days  a  year  and  make  $1,000. 

Q.  (By  Mr.  Philups.)  Did  not  the  laborers  get  more  out  of  their  oil  being  sold 
first  at  a  higher  price  than  the  producers  did?— A.  I  believe  that  is  true. 

Q.  (By  Bu".  Kennedy.)  WhatI  want  to  know  is,  did  they  receive  anything  like 
the  amount  of  money  they  would  have  received  had  operations  contmned? — ^A* 
About  the  onlv  wav  I  can  ^et  at  a  reply  to  that  is  to  state  that  there  were  nearly 
800  fewer  welliB  drilled  during  the  year  of  the  shut  down  than  the  year  previous, 
and  labor  would  lose  the  amount  to  be  secured  from  drilling  800  weUs,  provided 
tiie  same  number  would  have  been  drilled  in  1888  as  in  1887. 

Q.  (By  Mr.  Phillips.)  Then  did  labor  receive  compensation  in  addition  to  what 
they  got  in  the  shut-in  points?— A.  It  seems  to  me  that  labor  received  some  addi- 
tion in  the  wav  of  increased  compensation.  It  would  be  very  difficult  to  stato  Uie 
Srecise  loss  of  labor  in  drilling  at  that  time.  Drilling  was  very  active  in  the  Liiiia 
elds  in  Ohio,  and  ffas  drilling  was  verv  active  also  during  all  that  period  and 
furnished  a  new  outlet  for  labor.  But  tne  married  men  living  in  distant  portions 
could  not  get  away,  and  they  were  the  ones  who  would  have  made  the  trouble,  if 
there  was  any,  in  that  association. 

OONDinON  OF  THE  OIL  INDUUTBY  AT  THE  TDIB  OF  THE  COMBINATION. 

Q.  Were  there  not  about  81,000,000  barrels  of  oil  in  tank  on  ton  of  the  g^roond 
when  th|kt  shut-in  movement  was  inau^rated,  and  was  it  not  aeteriorathig  in 
value  and  the  price  very  low,  as  you  said  before?  Was  it  not  the  object  ofthe 
Standard  and  tne  x)roducers  to  prevent  the  deterioration  of  that  oil  and  in  the  end 
to  fet  a  remunerative  price,  ana  also  to  advance  the  price  of  labor?— A.  The  con- 
ditions precedent  to  tnat  movement  were  worse  than  any  that  had  ever  existed 
before.  Oreat  stocks  had  accumulated  in  the  Bradford  field,  the  accumulation 
having  startedjust  10  vears  before  that  period  and  still  continuing  with  a  prospect 
of  increase.  The  Washington  field  had  oeen  ox)ened  2  yoars  before  and  the  laivest 
wells  found  anywhere  were  there.  A  very  prolific  district  had  been  founa  in 
Butler  C!k)unty ,  Iteibold  and  Glade  Bun,  where  wells  were  obtained  producing  8,000 
barrels  a  day,  and  at  the  same  period  another  development  was  going  on  at^ucon- 
burg.  That  was  the  condition  when  this  agreement  took  effect.  It  was  entered 
into  heartily  on  both  sides  for  the  betterment  of  their  condition,  and  I  belicTe 
they  were  both  benefited  by  the  movement.  The  stocks  were  reduced  10,000,000 
barrels  and  upward.  I  have  a  leaflet  showing  precisely  the  amount  and  I  will 
hand  that  in  later. 

Q.  (By  Mr.  Batchford.)  I  understand  you  to  say  that  this  shut  down  was 
brougnt  about  for  the  benefit  of  the  industry  and  x>articularly  the  producers?— A. 
Well,  that  the  industry  might  survive  would  be  my  way  of  putting  it. 

Q.  But  from  yQur  standpoint  are  not  prices  cut  for  the  same  reason? — ^A.  No;  I 
do  not  believe  so.  Prices  are  cut  because  the  trade  will  not  take  the  supply  at 
the  existing  prices. 

Q.  I  understood  from  your  nrevious  statement  that  prices  are  cut  for  the  pur- 
X>ose  of  improving  trade  conoitions,  and  I  also  take  it  from  your  remark  that 
prices  are  advanced  for  the  same  purpose.  Now,  I  want  to  know  what  the  pecul- 
iar Irade  conditions  are  which  can  be  relieved  by  methods  directly  the  reverse  of 
one  another? — ^A.  I  am  very  willing  to  answer  that  question,  but  my  explanation 
will  be  simply  an  opinion.  In  answer  to  the  first  part  of  your  question,  I  will 
say  that  prices  are  cut  in  periods  of  overproduction  for  the  purpose  of  finding  a 
market  for  the  snrolus  ^ods.  One  of  two  things  can  be  done— the  oil  may  be 
stored  in  tanks  ana  earned  at  great  expense  untu  it  can  be  put  on  the  market  at 
remunerative  prices,  or  prices  may  be  made  to  the  foreign  consumer  that  will 
induce  him  to  take  the  stirplus.  I  have  no  doubt  that  all  companies  manufactur- 
ing oil  find  it  necessary  at  times  every  year  to  hold  out  inducements  to  the  tiade 
to  take  surplus  goods  off  their  hands.  There  is  a  period,  from  May  until  Septem- 
ber, when  there  is  a  decline  of  one-third  in  the  consumption  of  oil.  If  there  is 
an  overproduction  of  crude  during  this  period  of  underconsumption,  it  becomes 
necessary  to  convert  it  into  money,  for  it  would  seem  like  folly  tbifMld  millions  of 
barrels  to  the  existing  stock  during  4  or  5  months  when  ^-^  would  be  no 
sale  for  it.    These  various  branches  of  the  oil  business  ar^  the  Uhesat  on  one 

I. 
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ttnoth«r,  the  prodncer  on  the  refiner,  the  refiner  on  the  producer,  and  the  con- 
sumer on  both.  The  Buccees  of  any  one  branch  depends  on  the  snccess  of  the 
^wbole.  The  division  of  labor  has  not  been  carried  ont  anywhere  so  folly » I  think, 
as  in  the  x>etroleun  business. 

Q.  That  is  your  answer  to  the  whole  question?— A.  Tes;  that  is  the  only  way  I 
can  answer  it.  There  is  only  one  of  two  things  to  do— to  find  a  market  at  a  lower 
price  or  hold  the  oil  for  higher  prices. 

Q.  If  production  oontinaes?— A.  Assuming  that  production  remains  at  a  point 
above  the  oomsumption. 

THV  COST  OF  FBODUCnON  AND  THE  PBICS  OF  OIU 

Q.  Is  the  oil  trust,  combination,  or  whatever  it  miffht  be  called,  in  the  habit  of 
introducing  its  products  into  foreign  markets  by  selling  them  at  prices  below 
cost? — A.  Well,  I  do  not  know  that  it  is  sold  below  cost.  It  is  the  aim  of  busi- 
ness people  to  get  cost  where  they  can. 

Q.  You  are  not  in  a  position  to  say  whether  oil  is  sold  below  cost  or  not?— A. 
They  may  sell  at  a  very  low  margin  of  profit,  and  I  believe  they  often  are  induced 
or,  rather,  compelled  to  do  so. 

Q.  Have  you  ever  known  them  to  sell,  in  any  particular  case,  in  order  to  improve 
the  market,  as  low  as  5  cents  per  gallon?— A.  I  never  have. 

Q.  If  it  has  been  done,  do  you  believe  it  was  below  cost?  Have  they  been  able 
to  produce  it  at  any  time  for  5  cents  to  your  knowledge?— A.  Well,  that  involves 
an  opinion  on  my  part.  I  am  not  a  manufacturer,  and  can  not  tell  what  the  cost 
of  producing  is.    I  have  heard— what  are  you  leading  up  to  by  that  question? 

Q.  I  am  seeking  to  corroborate  or  cast  doubt  upon  testimony  that  has  been 
given.— A.  I  should  say  that  5  cents  a  gallon  would  be  a  very  low  cost  for  dis- 
Sribating  oil  under  the  existing  conditions  in  this  country. 

THE  FURPOBE  OF  THE  STANDARD  IN  BELUNQ  AT  OR  BELOW  008T. 

Q.  It  has  also  been  said  that  the  Standard  Oil  Company  has  sold  oil  below  cost 
in  cities  in  the  United  States  where  the  competition  of  other  companies  has  had 
to  be  met.— A.  1  can  only  say  that  I  have  in  my  business  sold  advertising  space 
below  cost  in  order  to  have  it  occupied;  I  have  heard  that  other  business  men  do 
that  in  order  to  get  off  surplus  stock.  You  have  to  sell  below  cost  in  order  to  get 
cash;  and  every  spring  ana  fall  we  carry  one  or  two  pages  of  advertisinx  matter 
for  merchants'  clearing  sales.  They  are  all  below  cost.  At  a  period  of  depres- 
sion in  trade,  I  should  not  be  surprised  if  a  business  concern  were  compelled  to 
sell  at  less  than  cost. 

Q.  I  do  not  think  your  illustration  is  a  fair  one,  because  it  was  not  vour  object 
to  crowd  out  the  fellow  who  was  paying  regular  rates.  I  understana,  however, 
that  it  has  been  the  object  of  the  Standard  Oil  Company  to  drive  out  the  man  who 
was  disposing  of  his  product  at  a  fair  price.— A.  I  have  heard  a  good  deal  of  that, 
bat  I  have  never  seen  any  of  it. 

Q.  After  the  control  of  a  market  has  been  secured  by  the  Standard  Oil  Com- 
pany through  very  low  prices,  is  it  not  true  that  prices  have  advanced  to  a  very 
high  fiffure?— A.  Assummg  the  facts  to  be  as  you  present  them,  I  should  think  it 
would  be  a  very  natural  result. 

Q.  (By  Mr.  philups.)  Has  not  the  Standard  Oil  Company  followed  up  new, 
indepenaent  producers,  from  one  place  to  another,  where  they  have  found  a 
market,  and  reduced  the  prices  there  so  as  to  drive  them  out?  Are  there  not  a 
great  many  instances  of  that  kind  on  record?— A.  There  are  none  in  the  oil 
country.    My  observation  is  limited  to  the  oil  country,  and  there  are  none  there. 

Q.  (By  Mr.  Farqxthar.)  Are  you  prepared  to  make  any  statement  as  to  the 
dismantling  of  plants  by  the  Standard  Oil  Company?— A.  None  at  all.  I  have  no 
information  of  that  kind.  The  things  we  hear  about  have  certainly  not  occurred 
within  the  range  of  my  vision  in  the  oil  country. 

OIL  producers  have  not  been  injured  by  the  standard. 

Q.  (By  Mr.  Phillips.)  You  may  proceed  in  your  own  way.— A.  I  have  here  a 
paper  I  should  like  to  put  in  evidence  showing  that  the  producers  of  oil  are  not 
beggared  in  their  business  relations  with  the  Standard  Oil  Company.  It  covers 
the  years  1860  to  1898  and  has  not  been  presented  before.  It  shows  the  amount 
of  ml  produced,  the  average  price,  and  the  valuation  by  years ;  the  total  produc- 
tion and  valuation  by  de^des  and  for  the  period,  and  also  the  number  and  cost 
of  wells  drilled. 
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Ezmsn  I. — Tearti/protbieHoa  and  valuation. 
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If  one-foarth  of  all  the  oil  produced  went  to  tbe  land  iotereats  tliey  would 
receiTe  Sie4,692,903,  leaving  (5S4,0T8,88S  for  the  oH  prodncere.  Deducting  the 
ooatof  drilling,' there  still  remains  $351,997,880;  the  cost  of  lifting  the  oil,  at  an 
average  uf  35  cents  a  barrel,  would  be  187,989,471.35,  leaving  (363,9^,418.70  as  the 
profite  of  the  producing  business  for  the  last  thirty-nine  yecirB,  oi  an  average  of 
|e,76e,430.8e  per  year.' 

DBT  WELU  ANI>  THEIR  CXIST. 

Q.  Do  vour  flgnres  inolnde  dry  wells?— A.  They  include  15,000  diy  wdla. 

^.  Is  the  cost  of  territory  included — thebouna? — A.  Ifi.OOOdrywelleareliichided 
which  never  produced  any  oil  aad  which  cost  the  producers  about  130,000,000. 

Q.  Is  that  your  idea  of  theproportion  of  dry  wbIIb?  Would  not  the  percentage 
be  much  larger  than  that?    Bow  many  wells  were  drilled  altogeUier? — A.  100,681. 

Q.  How  many  dry  wells?— A.  Fifteen  thousand. 


.    'e  liable  to  be  mistaken,  but  our  work  is  sub ject  to  revision.    These  a 

our  own  figoree  in  every  case,  but  we  vouch  for  those  that  are.  We  can  take  the 
fig^ures  from  1870  and  vouch  for  them;  beyond  that  we  are  dependent  on  theearly 
statistician. 

Q.  Has  the  inspection  of  the  oil  country  been  sufficient  to  give  you  a  record  of 
all  the  dry  wells?    I  can  readily  see  that  the  striking  of  a  good  well  wonid  be 


10  years  of  the  business  there  were  probably  a  thousand  men  in  the  oil  region 
who  had  been  through  it  from  the  beginning  to  the  end.  Of  these  personal 
observers  900  probably  had  been  over  all  parts  of  it.  Mr.  Wrigley  was  commis- 
sioned in  1874  to  make  a  aorvey  of  thefield  and  rexmrt  as  totheextentof  theop^v 
ations.    Bis  report  carries  us  down  to  about  1875.    From  tliat  time  the  news- 

<8aeHr.IuiieTr,  p.001.  •  Comiiftn  Ur.  Archbold,  p.  ISO.    As  to  •onR:«,  im  p.  48S. 
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papers  have  taken  it  up  and  pablished  reporte;  and,  whether  right  orwrong,  they 
are  sabject  to  public  inspection  and  criticism.  The  figniee  for  the  first  10  yeara 
are  aa  nearly  official  as  uiey  can  be  made. 

TBS  RKNTAL  OB  BOHUB  TOa  LAUD  MOT  AM  BUHBMT  OP  OO0T. 


„ _. „ , , _iere  pereonB  pay 

a  very  large  bonus  for  a  prospective  territory  that  does  not  l^ve  vatoable?  Do 
not  each  payments  amount  to  many  millions  of  dollars? — A.  We  have  considered 
that  question  veryfally,  and  have  adopted  the  view  that  the  bonus  or  rentalpaid 
on  account  of  speculation  should  not  enter  into  a  question  of  this  kind.  While 
it  ia  true  that  it  operatee  againat  the  profits,  the  amount  needed  to  produce  a 
given  quantity  of  oil  consists  in  the  cost  of  drilling,  the  rental  of  the  well,  and  the 
expense  of  lifting  the  oU;  any  other  expense  is  purely  speculative  and  ia  incurred 
for  the  purpose  M  giving  the  individual  producer  an  advantage. 
Q.  But  is  it  not  necessary,  in  order  to  pursue  the  business,  to  pajr  this  bonus  or 


amtear  as  a  bonus  and  not  as  the  cost  of  operating. 

Q.  But  is  not  the  producer  out  that  mauy  million  of  dollars,  equal  perhape  to 
the  cost  of  drilling? — A.  It  is  not  compulsory,  while  the  cost  of  drilling  and  lirtiuK 
the  oil  is;  the  lease  is  speculative  and  does  not  enter  into  our  figures;  it  curtails 
the  prodocer's  profits;  when  he  sees  fit  to  invest  in  that  way  he  takes  the  chances. 

ATBBAOK  DAILY  PBODHCTION  AMD  PRICE,  1870-1898. 


EXHtBXT  II.— IVend  oSpritxa  of  crude  and  r^ned  ofl,  1870-1898.^ 


Average 
dallr 


Average 


'  Stocks  ta-  Stockade- 


Since  1870  the  daily  production  has  increased  450  per  cent;  the  price  of  crude 
oil  baa  declined  75  per  cent,  and  the  price  of  refined  about  75}  per  cent. 
In  1871  we  exported  petroleum  and  its  products  to  the  amount  of  153,195,617 

■See  p.HT.where  It  ta  ahown  that  thia  table  inclodea  onlv  " PannarlTaiila  ail;"  pp.sei.lWB. 
Aa  ta  MonM*,  aee  p.  fti&. 
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gallonB,  and  of  the  value  of  $86,668,825.  In  1897  onr  total  exports  were  904,397,757 
gallons,  valued  at  $59,057,547.  In  other  words,  onr  exports  increased  over  500  per 
cent  in  26  years,  but  the  increase  in  valuation  of  the  total  product  was  but  a  li&le 
over  61  per  cent. 

In  1871, 132,178,848  gallons  of  illuminating  oU  sent  abroad  brought  $33,493351, 
while  in  1898,  nearly  six  times  as  great  an  amount,  or  771,350,626  ^iUons,  bron^t 
but  $48,843,916.  The  total  exports  of  petroleum  for  the  year  1898  amounted  to 
986,480,610  gallons,  valued  at  $52,551 ,048.  The  decline  during  the  past  year  ( 1808) 
reached  7,817,147  gallons  in  amount,  and  $6,506,499  in  value.  For  1896,  our  exports 
of  petroleum  and  its  products  were  981,795,022  gallons,  valued  at  $62,764,278,  and 
for  1895,858,126,180  gallons,  valued  at  $56,224,425. 

In  1888, 680,000,000  gallons  of  TOtroleum  were  within  $6,000,000  of  the  value  of 
nearly  a  billion  gallons  exported  in  1897. 

PRICES  OF  CRUDE  AND  REFINED  OIL,  1891-1899. 

I  have  another  paper  which  I  wish  to  offer  in  evidence  now,  and  which  is  pre- 
pared to  show  the  comparative  prices  for  4  years  before  Mr.  Seep*s  agency,  and 
lor  4  years  after. 

Exhibit  HI. — Crtuie  and  refined  prieea  compared. 

On  the  28d  of  January,  1895,  there  was  posted  in  the  various  offices  of  the  Seep 
Purchasing  Agency  throughout  the  oil  regions  the  following  important  notice: 


<( 


NOTICE  TO  OIL  PRODUCERS. 


**  The  small  amount  of  dealing  in  certificate  oil  on  the  exchanges  renders  the 
transactions  there  no  longer  a  reliable  indication  of  the  value  of  the  product. 
This  necessitates  a  change  in  my  custom  of  bu;|^ng  credit  balances.  Hereafter 
in  all  such  purchases  the  price  paid  will  be  as  m^h  as  the  markets  of  the  world 
will  Justify,  but  will  not  necessariljr  be  the  price  bid  on  the  exchange  for  certificate 
oil.    Daily  quotations  will  be  furnished  you  from  this  office. 

''Joseph  Seep. 

''January  23, 1895." 

This  marked  a  radical  departure  in  the  methods  of  buying  and  selling  oil  and 
determining  the  price  of  crude  petroleum.  It  tended  to  make  the  deal  between 
producer  and  refiner  a  direct  one,  and  to  eliminate  the  si>eculative  broker  as  a 
factor  in  determining  values.  The  price  of  speculative  oil,  in  the  shape  of  certifi 
cates  hawked  about  on  the  floor  of  the  oil  exchanges,  was  no  longer  to  nde  the 
real  market  as  established  directly  between  the  man  who  had  oil  that  he  wished 
to  sell  in  the  lines  and  the  a^nts  of  the  refiners  who  desired  to  buy  it.  The 
change  was  rendered  imi)erative  by  the  gradually  diminishing  volume  of  busi- 
ness m  the  oil  exchanges  and  the  practice  of  some  of  the  larger  producers,  who, 
by  the  purchase  of  a  few  thousand  barrels  of  speculative  oil  on  the  floor  of  the 
oil  exchanges,  were  able  to  manipulate  the  market  a  few  cents  in  their  own  favor 
and  at  the  same  time  dispose  of  a  large  amount  of  credit-balance  oil  at  the  advanced 
flffures. 

This  order  put  a  sudden  stop  to  the  frequent  practice  of  establishing  a  flctitious 
value  for  oil  bv  interested  parties  who  desired  to  effect  sales  or  purchases  of  the 
commodity.  ]!t,  however,  aid  not  eliminate  the  petroleum  broker  or  put  a  check 
on  speculative  dealing  in  oil.  This  business  is  pursued  as  usual,  but  instead  of 
the  credit-balance  price  being  determined  by  the  price  of  certificate  oil,  as  in 
times  past,  all  specmation  is  based  upon  the  price  paid  from  day  to  day  for  credit 
balances  in  the  direct  dealing  between  the  producers  and  refiners.  But  the  broker 
has  ceased  to  be  longer  a  factor  in  the  business.  The  manifest  absurdity  of  bas- 
ing the  price  of  the  entire  amount  of  daily  production  on  the  few  thousand  bar- 
rels of  oil  that  changed  hands  occasionally  on  the  floor  of  the  oil  exchange  is  a 
thing  of  the  past. 

In  the  following  tables  are  shown  the  average  price  of  a  barrel  of  oil  in  the 
exchanges,  from  month  to  month,  as  compared  with  the  price  of  a  gallon  of 
refined  oil  in  New  York,  for  the  four  years  immediately  preceding  the  time  when 
the  new  rule  of  the  Seep  Purchasing  Agency  went  into  effect. 
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Reflned  prices  are  quoted  in  cents  and  decimal  parts  of  a  cent. 


Date. 


1801. 


January  ... 
Febrnary . . 

JUarcb 

April 

May 

June 

July 

Augnst 

September. 

October 

November . 
December.. 


Average 
1882. 


January ... 
February -. 

March 

April 

May 

Jane 

July 

August 

September. 
October  — 
November . 
December.. 


Average 


Average 

Iirice 
crude  oiL 
per  barrel. 

Average 
price  re- 
fined, per 

gallou, 
New  York. 

Cent*. 

Cents. 

fik 

7.42 

77f 

7.48 

74 

7.81 

TV 

7.18 

eef 

7.20 

681 

7.13 

e6i 

7.02 

63} 

6.70 

m 

6.42 

«H 

6  45 

SH 

6.40 

m 

6.44 

66} 

6.98 

esi 

6.46 

00 

6.42 

67* 

6.32 

67f 

6.10 

m 

6.06 

64 

6.00 

62i 

6.00 

54i 

6.06 

sn 

6.10 
6.03 

5U 

5.80 

63i 

5.45 

65k 

6.W 

Bate. 


Average 

price 
crude  oil. 
per  barrel. 


1896. 

January  

February 

March 

April 

May 

June 

July 

August 

September 

October , 

November 

December 

Average 

1804. 

January 

February 

March 

April 

May 

June 

July 

August , 

September — 

October 

November 

December 

Average 


Cents. 
68f 
571 
651 
684 

60i 
674 

;*♦ 

78( 

78| 


64 


80 

ss 

86 

80( 
88 

8H 
9U 


881 


Average 
price  re- 
fined, per 

gallon. 
New  York. 


Cents. 
5.33 
5.30 
5.34 
5.62 
5.20 
6.21 
5.15 
5.18 
5.15 
5.15 
5.15 
5.15 


5.25 


5.15 
5.15 
6.15 
6.15 
5.15 
5.15 
5.15 
5.15 
6.15 
6.15 
5.15 
5.61 


5.17 


It  must  be  remembered  that  the  prices  quoted  above  inclnde  the  cost  of  the  bar- 
rel. Refined  oil  in  bnlk  is  2.50  cents  less  than  the  above  figures.  For  example: 
In  1891  the  producer  realized  an  average  of  66}  cents  pei  barrel  for  his  crude 
product,  or  1.59  per  gallon,  while  the  refiner,  after  x>aying  cost  of  transportation, 
manufacturing,  etc.,  delivered  it  on  board  the  tank  steamers  for  export  abroad 
at  4.35  per  gallon.  In  1894  the  producer  received  nearly  two  cents  a  gallon  for 
hifl  cruae  product,  while  the  refiner  realized  but  2.67  cents  per  gallon. 

SEEP  AOENCT  PRICES. 

The  following  table  shows  the  price  paid  for  crude  petroleum  bv  the  Seep  Pur- 
chasing Agency,  since  1895,  with  the  corresx>onding  price  of  refined  oil  on  the 
dates  when  changes  in  the  price  of  crude  were  made: 

Changes  in  price  of  crude  oU  by  Seep  Purchasing  Agency  and  corresponding 

changes  in  price  of  refined  oU  at  about  the  same  date. 


Date. 


1806 

January  23 

January 24 

Febrnary  9 

MarchS 

March  14 

March  16 

Aprilb 

April9 

April  10 

April  11 

April  13 

April  15 


Agency 
price  for 

Refined, 

crude, 

gaUon. 

per 
gallon. 

Cents. 

Cents      \ 

0.99 

5.90 

1.00 

5.90 

1.03 

6.05 

1  05 

6.60 

l.OJk 

6.85 

1.10 

6.85 

1.20 

7. SO 

1.27 

8.00 

1.35 

800 

1.50 

9.00 

1.75 

9.00 

2.00 

11.00 

Date. 


1895. 

AprillO 

April  17 

Aprill8 

April  19 

April  20 

April  22 

April  30 

Mayl 

May  2 

May3 

May4 

May6 


Agency 

price  for 

cmde, 

per 
gallon. 


Cents. 
2.25 
2.60 
2.60 
2.40 
225 
2.10 
2.00 
1  90 
1  80 
1.70 
1.60 
1.65 


Reflned, 

per 
gallon. 


Cents. 

11.60 

11.60 

11.60 

10.75 

10  75 

10.  OC 

9.15 

6.26 

8.26 

8.26 

8.26 

7.76 
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Chatmes  in  price  of  crude  oU  tw  Seep  Purtharing  Agency  and  eorr^ponding 
'* — vinprieeof  r^nta oil  tu about  tht  aame dat^—Continnai. 


DMt*. 

ed. 

Date. 

AKOncjr 

Reflued. 

1»^ 

cm 

U.        Ctn 
t6 

«> 

.67i 

1 

1 
1 

i 
1 

■ 

1 

i 

i 
1 

■1 

! 

1 

1 

1 
1 

is 

.00 

1 

as 

1 
1 

i 

ML 

(V 

1 
1 

i 

u 

s 

M 

S 

08 

1 
1 

i 

°"?» 

"■yig 

sli;;;;;;;;;;;;;;;;;;-;;: 

|-:;,;w;:::;:::::;:::: 

5 
1 

IML 

IW. 

i 

P"t'™"ni - 

rini  21 

Ajrl    IS.V.V.'lir.",'-'.""" 

■BemmtocdBt  thU  flgnre  HI 
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HMjia 

JimeH 

Jnnen 

JvljS. '.'.'.'.'.'. 

July  13 

J11I7I4 

JntrlS 

Jolyn 

Septsmber's 
September  a 
Octoberu.. 
October  IS.. 
October  IB.. 

II 
JuHuryl... 

FebraU7  IT 
FebnurySa 
febrtur7% 
FobmaryM 
Fabnur;  £8 

Hwctal 

Huchlt 

Uarchfl 

March  14.... 
Vsrcb  17 .... 

April* 

April  21 

April  a 

April  ta 

V&JS 

HbtA 

Uar7 

Itayll 

Ifcyii 

KstU 

JUy» 

JnmT 

Jonell 

Jane  15 


5     JuneM 

i     JoneST 

D     J<iDe28 

S      Jnlyll 

I     Julylfl 

5      Jnlya) 

5     JnlrM 

5   !  Jnlyffl 

5  I  Julys 

5      JulyM 

LI  ,1  JnlyCT 

a  I  AnSDst  U... 


S.SO   .;   AUBDBtS!.. 


^fcelor  Befloed. 
crnda,         per 


>rsTalled  until  the  doae  ol  tbe  yav. 

.TOtot-TSoeiitB. 

TC  ben  there  has  been  a  large  amount  of  smplas  prodnotioii  eeeking  a  foreign 
outlet,  reduced  prices  have  been  the  invariable  result  for  both  crude  and  refined. 
Increased  consumption  is  always  ^ined  at  the  expense  of  price.  Foreign  com- 
petition  has  been  Keen,  and  prices  for  refined  for  the  four  years  from  18D1  t«  1895 
were  hmnmered  down  to  the  lowest  notch.  When  refined  oil  gets  above  a  certain 
price  per  gaUon,  its  nae  becomes  aljnost  prohibitiTe  to  millions  of  our  foreign 
coBStunera.  The  result  of  higher  prices  is  inuaediately  shown  in  a  falling  ofl  id 
the  foreign  demand. 

A  oarefnl  inmection  of  the  above  tables  will  show  that  the  relative  ratio  between 
the  price  of  refined  and  crude  oil  has  been  better  maintained  during  the  years 
that  the  practice  of  basing  prices  upon  the  actual  conditions  of  supply  and  demand 
has  prevailed  than  during  the  years  immediately  preceding  the  adoption  of  the 
new  order  of  things.  The  specolator  devoted  his  efforts  to  bearing  the  market 
whenever  there  was  any  immediate  prospect  of  a  temporary  increase  in  new 
inunction,  wittiont  any  regard  to  the  foreign  demand  for  refined  or  the  actual 
^ne  of  r^ned  oU  in  the  markets  of  the  world.  The  producer  was  absolutely 
at  his  mercy. 

Taking  the  year  1889  for  lUostrstion,  it  will  be  observed  that  the  ptioe  of  refined 
oU  haewtvanoed  boca  7.G0  centa  a  gallon  at  the  banning  of  the  yeu'  to  8.10 
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cents  at  the  present  time,  a  gain  of  60  points.  Daring  the  same  period  the  Seep 
Parchasing  Agency  price  for  cmde  oil  has  advanced  from  $1.19  to  |1.35  x>er  barrel, 
or  16  cents.  During  March  and  April,  when  cmde  oil  was  $1.18  per  barrel,  refined 
dropped  as  low  as  6.95  cents  per  gallon.  On  June  28,  when  refined  had  advanced 
agam  to  7.20  cents,  crude  oil  was  marked  up  to  $1.15,  and  a  few  days  later,  vrhen 
refined  had  advanced  to  7.50  cents,  the  crude-oil  price  had  been  raised  to  $1.21  per 
barrel. 

HOW  THK  PRICES  OF  OIL  ABE  BTZSP. 

Q.  (By  Mr.  Philxjps.)  You  say  '*  it  tended  to  make  the  deal  between  producer 
an  d  refiner  a  direct  one;"  but  does  the  producer  have  any  part  in  the  bargain?  I>o 
they  not  post  the  price  each  day  that  the^  will  give?  Can  it  be  considered  a  deal 
when  the  producer  has  nothing  to  do  with  fixing  the  value  of  his  commodity? — 
A.  Would  you  suggest  that  I  sav  ** option'*— that  the  producer  has  the  option? 
Would  you  advise  me  to  change  tnat? 

Q.  Provided  he  has  another  place  to  sell. — ^A.  He  is  not  driven  to  that  necessity. 
When  he  becomes  reduced  to  that  necessity,  it  may  be  as  you  say. 

Q.  Do  they  not  fix  the  prices  also  of  the  refined?  Do  they  not  i>06t  that  in  New- 
York  and  Europe,  the  same  as  the  crude? — ^A.  I  believe  the  prices  are  posted;  they 
are  reported  every  day  and  posted  somewhere,  but  whether  or  not  they  do  it  I 
can  not  say. 

Q.  When  the  Seep  Agency  advanced  prices,  as  they  did  latelv,  did  not  the 
Standard  advance  the  renned  10  or  15  hours  later,  the  same  day  or  tne  day  follow- 
ing?—A.  I  have  no  knowledge  of  that,  but  I  dare  say  refined  would  go  up  in  pro- 
portion to  the  advance  in  crude. 

Q.  They  fix  both  prices,  the  crude  and  refined?— A.  Mr.  Seep  states  here  that  the 
markets  or  the  demand  of  the  world  fix  it.    We  are  giving  Mr.  Seep's  version  of  it. 
(By  Mr.  Fa&quhab.)  Does  Seep  post  the  European  market?— A.  No. 
What  market  does  he  post? — ^A.  The  crude-oil  market. 
Of  America?— A.  Of  tne  United  Pipe  Lines  and  the  National  Transit  Com> 
pany. 

Q.  (By  Mr.  Jenes.)  You  speak  of  the  export  price  fixing  the  price  of  all  oil  and 
of  the  markets  of  the  world  fiixing  t^e  prices  when  Mr.  Seep  is  purchasing.  Is 
it  true  that  the  relation  between  the  reg^ar  export  price  in  New  York  and  the 
price  Mr.  Seep  is  paying  the  producer  is  a  constant  one? — ^A.  I  believe  it  is.* 

Q.  You  think  the  relation  between  these  two  prices  is  substantially  the  same 
all  the  time?— A.  Inevitably.  The  purpose  of  tms  paper  is  to  lead  up  to  that 
question. 

Q.  (By  Mr.  Phillips.)  Did  not  the  Standard  Oil  Company  completely  control 
the  price  of  oil  4  years  before  Seep  s  Agency?  What  does  the  statement  that  they 
*' would  pay  what  the  markets  of  the  world  would  justify "  mean?  Was  there 
sufficient  business  done  on  the  exchange  by  others  to  affect  the  Standard  in  any 
way?— A.  To  affect  prices,  there  was. 

Q«  To  any  considerable  extent?— A.  To  an  extent  sufficient  to  influence  the 
market  one  way  or  the  other.  I  have  an  instance  in  mind  now  of  a  gentleman 
coming  to  Oil  City  and  advancing  the  market  2  cents  by  dumping  on  it  a  half 
million  barrels  of  his  own  oil. 

Q.  Was  that  a  common  practice?  Did  not  a  brief  period  of  time  elapse  in  that 
transaction? — A.  It  was  just  an  instance   f  marvelous  mention,  you  might  say. 

Q.  The  gentleman  only  had  time  to  walk  from  one  place  to  another? — ^A.  He 
took  that  time. 


3.  (By  Mr  KennedyJ  Who  was  the  gentleman?-— A.  Mr.  Michael  Murphy. 
.  (By  Mr.  Smyth.)  That  was  a  case  of  pure  speculation?— A.  Yes.    It  wi 
possible  for  anyone  with  money  and  nerve  and  oil  to  do  the  same  thing  any  time. 


Q.  (By  Mr.  Phillips.)  It  would  be  risky  for  a  producer  to  pursue  that  course, 
would  it  not?— A.  1  would  not  want  to  be  the  man  to  try  it. 

BT-PBODUCTS  AND  THE    PROFITS  OF  OIL  BEFDONQ. 

Q.  Is  it  fair  to  compare  the  price  of  crude  oil  with  that  of  export  oil  to  show 
what  the  profits  are,  without  taking  mto  consideration  the  by-products,  such  as 
lubricating  oil,  which  is  sold  in  this  country  and  other  places?^A.  That  question 
has  occurred  to  my  mind  a  number  of  times,  and  the  conclusion  I  have  arrived  at 
is  that  when  we  have  an  article  of  export  or  commerce  the  foreigner  makes  the 
price;  Manchester  fixes  the  price  for  cotton;  Liverpool,  for  wheat. 

Q.  Does  the  foreigner  make  the  price  ot  oil  in  Denver,  Minneapolis,  and  the 
southern  cities  and  towns?— A.  If  oil  could  be  transported  by  telephone,  or  placed 

>  tiee  Mr.  Lee,  up  27ft,  206,  Mr.  Westgate,  pp.  371,  872;  Mr.  Lockwood,  pp.  8M,  jM;  Mr.  Arch- 
bold,  p.  660;  Mr.  jCniery,  p.  ftlft. 
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there  without  labor,  it  would  be  sold  as  cheap  in  Denver  as  in  New  York;  but 
since  labor  eaters  into  it,  the  oil  at  Denver  is  produced  at  Denver  and  the  eastern 
oil  is  hardly  brought  into  comx)etition  with  it. 

Q.  Does  not  the  Standard  make  a  very  large  profit  out  of  the  by-products — 
benzine,  tar,  lubricating  oil,  etc. — ^which  you  do  not  take  into  consideration  when 
simply  comparing  the  price  of  refined  oil  with  what  thev  pay  for  crude?  I  may 
be  misinformed  or  mistaken;  what  is  your  view  in  regard  to  that?^L.  Well,  the 
way  it  has  always  appeared  to  me  is  this:  The  by-product  is  something  of  a 
gift  of  nature.  In  marketing  the  by-product  labor  and  capital  have  been 
employed;  the  producer  has  nothing  to  do  with  these  by-products;  he  sells  his 
product  as  a  wnole,  and  they  are  omy  created  by  labor  in  the  process  of  manu- 
facture or  by  chemical  process.  In  other  words,  they  cost  something;  they  x>ossi- 
bly  cost  something  near  as  much  as  they  produce  in  many  instances,  but  that  there 
is  a  profit  is  very  complimentary  to  the  refiner  and  to  the  chemist  who  has  made  it 
possible.  There  was  a  time  in  the  refining  business  when  there  were  no  by-products. 
Tlie  only  by-product  that  I  knew  anything  about  when  I  went  into  the  oil  business 
and  that  haa  a  ready  market  was  benzine.  That  was  sold  as  a  dissolvent  for 
paraffin,  went  into  the  wells  as  benzine,  came  out  and  went  into  the  producers' 
tuiks,  and  was  sold  back  to  the  refiners  as  crude  oil  at  400  and  500  per  cent  over 
cost.  Now,  that  is  the  onlv  by-product  that  we  had  in  the  beginning.  Chemistry 
has  advanced  the  art  of  refining,  and  at  every  step  labor  and  capital  are  employed 
in  the  preparation  of  by-products,  and  I  dare  say  there  is  a  profit.  There  should 
be  a  profit  in  them. 

Q.  Well,  provided  there  is  a  profit,  and  you  admit  that  there  is  and  a  large  one, 
in  the  by-products  now,  is  it  fair  to  take  the  price  of  the  refined  export  oil  and 
compare  it  with  the  price  of  the  crude?  In  your  opinion  are  not  the  oy-products 
the  source  of  one-ha&  of  the  profits  of  the  Standard  Oil  Company  or  other  people 
engaged  in  shipping  oil  abroad? — A.  Well,  it  occurs  to  me  that  with  the  profits  on 
oil  at  export  prices,  we  should  have  no  oil  business,  because  with  the  production 
of  l^e  present  volume  no  refinery  could  undertake  to  carry  on  the  business  and 
run  it  for  the  profits  on  burning  oil  alone.  The  oil  would  necessarily  be  so  high 
that  there  woxud  be  no  inducement  for  the  consumer  to  buy  it.  It  has  been  stated 
here  in  my  presence  by  some  x>erson  on  the  stand  that  10  cents  a  barrel  was  a  fair 
profit,  but  he  was  taking  into  consideration  the  by-product.^  No  refiner  can  take 
10  cents  profit,  and  that  alone. 

Q.  (By  Mr.  Farquhab.)  Does  not  the  Standard  Oil  Company  dispose  of  the 
by-product  to  other  manufacturers?  For  instance,  is  not  the  petroleum  residuum 
which  enters  into  dyes  sold  at  a  cheap  rate  to  manufacturers  outside  of  the  Stand- 
ard Oil  Company?— A.  Yes. 

Q.  And  in  the  long  run  it  makes  very  little  difference  in  the  tables  you  have 
presented  here  in  respect  to  the  crude  oil  itself?— A.  That  would  be  my  view  of  it. 

Q.  Do  you  know  whether  the  Standard  Oil  Company  has  entered  into  the 
manufacture  of  by-products  such  as  dyes,  magenta  ayes,  and  others,  or  is  that 
done  by  different  corixorations  and  individuals  who  have  taken  up  the  by-product 
business?— A.  By  separate  concerns. 

Q.  (By  Mr.  Phillips.)  How  about  the  paraffin  or  wax  that  enters  so  largely 
into  sperm  candles;  do  they  manufacture  the  paraffin  or  wax? — A.  There  is  a 
large  percentage  of  wax  and  they  seU  wax  to  otner  manufacturers. 

THB  PBODUCERS'  PROTBCTIVE  ASSOOIATION  BUILDS  REFINEBIBS. 

The  volume  of  matter  involved  in  this  subject  is  so  great  that  I  have  necessarily 
skimmed  over  it.  The  complete  examination  of  this  subject  would  require  more 
time  than  the  commission  can  give  to  any  one  witness.  Therefore,  we  have 
jumx)ed  from  the  movement  in  the  70's  to  the  present  time,  but  I  should  like  to 
go  back  now  to  the  shut-in  movement  and  the  matters  Rowing  out  of  that. 
After  that  period  of  12  months'  suspension  of  operations  the  Producers'  Protective 
Association  continued  in  force,  and  their  next  step  was  to  promote  the  erection  of 
refineries  in  competition  with  their  benefactor,  the  Standard  Oil  Company. 

Q.  Did  you  not  say  that  that  was  a  mutual  arrangement?  Were  not  the  pro- 
ducers at  liberty  to  do  as  they  pleased  after  that?— A.  That  agreement  was  car- 
ried out  for  1  year;  it  was  limited  to  1  year,  and  at  the  expiration  of  that  time  the 
parties  did  as  they  agreed;  their  mutuality  ceased.  They  fell  apart.  The  Stand- 
ard Oil  Company  pursued  its  course  as  a  transporter  of  oil.  The  Producers' 
Association  proceeded,  as  I  have  stated,  to  promote  the  erection  of  refineries,  and 
stated,  as  an  inducement,  that  there  was  so  much  profit  in  the  by-products  that 

I  Bee  testiinony  of  J.  W.Lee, page  278. 
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they  GOtdd  afford  to  give  the  bnraiiig  oil  away.  A  refinery  was  built  on  that 
propoeition  bv  impractical  men  and  fuled.  There  was  no  reason  why  a  refinery 
where  it  was  bnilt  Bhoold  not  hare  succeeded;  there  is  one  there  now  in 
ful  operation. 

Q.  Mow  many  were  built  after  that  shut-in  period?— A.  Only  one. 

9.  Were  there  not  a  large  number  before,  called  independent  refineries, 
umted  their  interests?— A.  Yes. 

9*  The  producers  did  not  spend  money  in  building  refineries?— A.  They  sup- 
plied the  money  to  build  that  one  refinery. 

Q.  Ko  large  per  cent  of  it?— A.  It  was  contributing  financially. 

THE  OROAinZATION  OF  NBW  FIPB-UNB  OOMPAiaBB. 

Q.  Had  they  a  right  to  do  that?— A.  They  had  a  perfect  right  to  do  it ;  but,  to 
show  the  object  of  the  organisation  still  further,  tney  proceeded  about  1890  o(r 
1891  to  orffanize  pipe-line  companies*  The  first  company  organized  was  the  Pro- 
ducers' Ou  Company,  Ldmited,  with  a  capital  of  $000,000.  No  one  questions  their 
right  to  do  that.  It  was  organized  at  a  very  opportune  time,  at  the  neriod  of  the 
sreateet  production  that  has  ever  occurred— tne  opening  of  the  Mcuonald  field. 
They  entered  the  McDonald  field,  but  they  got  away  from  the  production  tiiat 
was  likely  to  be  oyerwhelmingly  large.  They  kept  on  the  outskirts  and  limited 
themselves  to  such  wells  as  they  could  handle  with  their  cai»aoity.  That  was  the 
first  point  where  they  entered  actiyely  into  competition  witii  the  United  Pipe 
Lines  in  the  transiKnrtation  of  oil.  At  this  time  the  McDonald  field  rose  witiun  8 
months  from  practically  nothing  to  a  daily  production  of  80,000  barrels,  and  the 
production  was  limited  to  a  territory  about  6  miles  long  by  2  miles  wide,  a  very 
narrow  strip  for  so  large  a  production.  That  flow  continued  for  but  a  single  day, 
buttheaTeragewasaboveojyOO  barrels  a  day  for  months.  The  Producers' Asso- 
ciation, which  had  been  formed  f o.  the  betterment  of  the  oil  trade,  did  nothing 
to  improve  the  condition  of  the  McDonald  producer.  It  gave  him  competition  ti 
once  useless  and  expensive— expensive  to  the  extent  of  (600,000  of  the  producers' 
money  embarked  in  it,  which  has  never  paid  a  cent  of  interest  from  that  time  to 
this.  The  one  concern  was  obUKed  to  shoulder  the  entire  responsibility  for  car- 
rving  the  oil  in  that  district,  ana  would  have  done  so  regardless  of  the  presence  of 
the  association  of  producers. 

INTEREST  OF  THE  8TAKDABD  IN  THE  PBODUCBBS'  OIL  OOMPANY,  LIICITED. 

Q.  Did  not  the  Standard  Oil  Company  purchase  a  large  percentage,  a  majority, 
of  the  stock  in  the  Producers'  Oil  Company,  Limited,  of  that  1800,000  capital  of 
which  ^ou  speak?— A.  I  know  of  some  purchases  by  Colonel  Carter. 

Q.  Did  not  that  find  its  way  to  the  Standivd  Oil  Company,  and  in  the  suit 
pending  was  it  not  proven  that  the  Standard  Oil  Company  furnished  the  money 
to  purchase  the  majority  of  that  stock?— A.  I  did  not  understand  it  so,  but  I  do 
not  know. 

<^.  Did  they  not  pay  as  much  as  two  for  one  in  order  to  get  control?— A.  I  have 
no  information  on  that.  The  only  sales  I  know  of  were  at  par;  1  know  of  some 
few  sales  at  par. 

Q.  Was  that  a  direct  corporation,  or  what  was  the  nature  of  the  axganization?— 
A.  It  was  a  limited  partnership. 

Q.  Mr.  Carter  attempted  to  be  elected  a  director  in  it,  did  he  not?  And  is  it 
not  a  fact  that  the  matter  was  taken  into  the  courts  with  the  result  that  it  was 
decided  that  he  could  not  become  a  director  or  have  the  power  to  vote  that  stock, 
and  that  therefore  he  failed  to  secure  control  of  the  company^— A.  Ilmowthere 
was  a  suit  and  a  decision. 

Q.  Tou  do  not  know  that  the  decision  was  adverse  to  Mr.  Carter  or  the  persons 
who  stood  back  of  him?— A.  I  assume  that  it  has  been  from  the  subsequent 
proceedings. 

Q.  Are  they  not  now  axmraising  the  value  of  that  stock?— A.  I  understand  they 
are  now  appraising  the  value  of  the  stock.  The  Producers  and  Refiners'  Oil  Com- 
pany, Limited,  proving  ineffectual  for  the  purpose  intended,  obtained  additional 
capital  through  a  combination  with  refiners  to  the  amount  of  $360,000  and  built  a 
connecting  line  to  that  one  to  supplv  oil  to  the  refiners,  making  a  capital  of  $850,000. 
That  has  never  paid  a  cent  of  mviaend.  It  has  been  in  operation  nine  years  and 
has  never  paid  a  cent  to  the  stockholders.  The  market  price  of  oil  has  ranged 
from  1  to  9  cents  higher  per  barrel  in  that  line  as  compared  with  the  Seep  Asency 
prices.'  The  producers  got  the  benefit  of  that.  Yet  the  refiners  to  whom  the  ou 
was  sold  paid  the  existing  market  price,  or  a  price  less  than  the  one  paid  to  the 
producer. 

>  flee  pb  414;  Mr.  FhilUps.  G6S-4nO. 
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THE  ASSOCIATION  OON8TRUOT8  A  FIFE  LINE  TO  THE  SEABOARD. 

Q.  Was  there  another  line  boilt  after  the  second  one  to  which  yon  refer?— A. 
Ihe  United  States  Pipe  Ldne  was  bnilt  to  the  seaboard. 

Q.  By  whom?— A.  By  the  same  association.  A  m.  *^on  dollars  were  embarked 
In  that.  Other  capital  was  added  to  that,  probably  fonr  or  five  hundred  thousand 
dollars,  maldng  upwards  of  |3,000,000(tnyeBted  in  transportation  as  a  result  of  that 
xnovement,  ana  upon  which  the  stockholders  have  never  received  a  dollar  except- 
ing a  5  x>er  cen  dividend  paid  bj  the  United  States  Pipe  Line  at  a  time  when  it 
i^as  paying  nothing  on  its  fixed  indebtedness. 

Q.  Do  you  not  believe  that  they  would  have  reaped  a  large  profit  had  it  not  been 
£or  the  opposition  of  the  Standard?— A.  Not  at  all.  I  believe  that  investment  was 
nseless,  the  capital  wasted,  and  the  producers  wronged. 

Q.  When  this  company  commenced  to  sell  refined  oil  in  New  York  City  did  not 
the  Standard  put  the  price  down  there  to  less  than  the  cost  of  refining?  *  —A .  What- 
ever was  done  there,  was  a  matter  of  merchandising  on  both  sides.  They  were 
not  producers  or  refiners — ^they  were  merchants. 

Q.  Did  they  not  do  the  same  thing  in  Philadelphia?— A.  I  believe  that  to  be  a 
common  practice  wherever  there  are  sales.  Each  i>erson  having  a  commodity  for 
the  market  places  it  at  the  best  advantage  to  himself. 

SBLUNO  AORNOIBS  ESTABLISHED  IN  EUROPE. 

Q.  Did  they  not  obtain  a  market  in  Ehirope  and  establish  a  selling  agency  there?— 
A.  I  was  leaoing  up  to  that. 

Q.  Did  not  the  Standard  buy  that  agency  and  obtain  all  the  tanks  available  in 
Germany  and  leave  the  independents  without  any  chance  to  market  their  oil?  Did 
they  not  buy  out  a  man  by  the  name  of  Poth,  who  was  handling  the  independent 
oil  abroad?— A.  I  understand  thev  did. 

Q.  Was  not  the  agency  sold  before  his  death?— A.  I  know  nothing  about  that; 
I  cannot  answer  that  question. 

Q.  Have  you  any  knowledge  of  that?— A.  No,  I  have  no  knowledge  of  it. 

Q.  Do  you  know  that  the  Pure  Oil  Company,  as  it  is  called,  built  stora^^ 
tanks  abroad  and  established  agencies  of  their  own?    Are  they  not  now  doing  busi- 
ness in  that  way,  Independent  of  the  Standard's  opposition,  and  where  they  can 
not  be  discriminated  against  in  prices?— A.  I  know  of  the  existence  of  the  con 
cem  called  the  Pure  Oil  Company. 

THE  PRODUOERS'  ASSOCIATION  BBOOKES  A  TRUST. 

Q.  You  do  not  know  then  that  these  companies  have  established  agencies 
abroad  and  are  now  marketing  their  oil?— A.  On,  ves,  that  is  a  matter  of  common 
information;  but  I  was  about  to  say  that  when  tne  Producers*  Protective  Asso- 
ciation started  in  to  protect  their  business  in  an  associated  way  I  suppose  they  were 
incorporated.  The^  started  out  with  the  pipe  line,  under  an  arrangement  in  which 
they  couldlimit  their  responsibility  and  say  who  tnev  would  admit  to  partnership. 
That  being  ineffective  they  formed  a  commnation  of  refiners  and  secured  $250,000 
additional  capital.  Then  came  the  construction  of  the  United  States  Pijpe  Line, 
and  after  that  the  establishment  of  the  Pure  Oil  Company.  But  the  Pure  Oil  Com- 
I)any  did  not  come  until  after  the  Oil  League  was  formed  and  it  became  necessary 
to  complete  the  trust.  This  tMng  began  in  a  most  untrust-like  way,  but  ended  up 
in  a  trust  as  complete  as  could  be  formed.  The  creation  of  the  Fure  Oil  Com- 
WHY  was  necessary  in  order  to  control  all  these  other  properties.  The  Pure  Oil 
t)omi>any,  with  the  nominal  sapital  of  $1,000,000,  and  anactual  capital  of  $400,000, 
is  tryinsr  to  swing  this  $3,000,000  concern,  and  will  eventually  if  the  voting 
trustees  nave  the  power.' 

O.  (By  Mr.  Jenks.)  Will  you  explain  the  evolution  of  that  trust  a  little  more 
in  detail?— A.  That  is  a  trust. 

Q.  Expliun  just  what  you  mean  by  that.  Do  you  refer  to  the  method  of  its 
formation? 

8.  (By  Mr.  Phillips.)  Do  you  mean  a  trust  or  a  combination? 
.  (By  Mr.  Farquhar.)  With  respect  to  the  form  of  control  you  regard  it  as  a 
trust? — ^A.  In  that  Tespect  I  re^^ard  it  as  a  trust.  It  is  a  combination,  a  series  of 
combinations,  but  the  ivroperties  are  all  managed  by  vothig  trustees.  The  prop- 
erty is  in  a  trust;  three-fourths  of  the  property  of  the  United  States  Pipe  Line,  or 
the  proportion  which  this  organization  controls,  is  in  a  trust.* 

Q.  (By  Mr.  Phuufs.)  Do  you  know  the  reason  why  a  voting  power  was  put 
there?    Had  not  the  Standard  bought  several  hundred  thousand  dollars'  worth  of 

>  See  Mr.  Lee,  p.  266;  Mr.  Westgate,  p.  866;  Mr.  Arohbold,  p.  68S. 
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the  stock  of  the  United  States  Pipe  Line  and  did  the^  not  propoee  to  con- 
trol it?  Was  it  not  essential  to  the  existence  of  the  United  States  Pipe  Liixie 
that  the  stock  shonld  be  put  in  trust?-— A.  If  we  start  by  admitting  that  projxMd- 
tion  we  mast  indorse  all  that  has  been  done  before  in  the  way  or  combination; 
that  of  itself  is  a  virtnal  admission  that  the  Standard  Oil  Company  was  right. 

Q.  (By  Mr.  Fabquhab.)  Yon  mean  to  say  that  this  action  of  the  company  has 
vindicated  the  action  of  the  Standard  Oil  Company? — A.  Entirely. 

THE  PBODUCBBS'  ASSOCIATION  COPIED  THE  KETHODB  OF  THE  BTAin>ABI>  OIL 

COMPANY. 

Q.  (By  Mr.  Smyth.)  Yon  consider  that  this  company  copied  in  a  measure  the 
plans  and  i^roceedings  of  the  Standard  Oil  Company? — A.  Not  exactly;  that  -was 
open;  this  is  secret. 

Q.  (By  Mr.  Phillips.}  Do  yon  mean  that  the  Standard  Oil  Tmst  was  not  one 
of  the  most  secret  organizations  in  existence  in  the  management  of  their  bnsiness 
and  in  making  statements  to  the  stockholders?— A.  I  suppose  they  have  not  opened 
the  pages  of  their  books  to  the  pnblic. 

Q.  Haye  they  ever  issued  any  statement  to  the  stockholders? — ^A.  Not  bein^  a 
stockholder,  I  can  not  say. 

Q.  You  are  a  newspaper  man? — A.  They  have  never  issued  any  to  me;  I  have 
never  asked  for  any. 

Q.  Was  suit  ever  brought  by  a  stockholder  in  that  trust  in  order  to  get  knowl- 
edge of  their  business  ana  to  have  a  statement  made  of  how  the  funds  were  being- 
handled? — A.  I  think  the  suit  failed,  and  properly,  because  the  purpose  of  the 
suit  was  to  work  an  injury  to  the  company.    It  was  not  brought  in  good  faith. 

Q.  Then  you  think  that  a  man  holding  stock  in  the  comx)any  has  no  right  to 
know  anything  about  the  amount  being  earned  or  whether  or  not  its  means  are 
being  squandered?  As  a  rule,  do  other  corporations  exist  without  making  a  state- 
ment to  their  stockholders?— A.  If  the  act  of  the  Pure  Oil  Company  in  excluding 
Colonel  Carter  is  justified,  I  do  not  see  how  other  concerns  can  be  censtured  for 
what  they  have  done. 

THE  INDEPENDENT  OIL  MOVEMENT  HAS  NOT  REDUCED  PRICES  OF  REFINED  OIL. 

Q.  (By  Mr.  Jenks.)  What  has  been  the  effect  of  the  independent  oil  movement 
upon  the  prices  of  refined  petroleum  to  the  consumers?  You  state  that  these  vari- 
ous independent  organizations  that  were  compelled  to  go  into  a  trust  made  no 
profits  and  declared  no  dividends,  and  that  vou  regard  the  investment  of  that 
money  as  a  practical  waste,  because  they  had  been  of  no  service  to  the  oil  pro- 
ducers?- A.  Yes. 

Q.  What  has  been  the  effect  of  this  independent  movement  on  the  prices  of 
refined  petroleum?— A.  It  has  had  no  effect  whatever. 

Q.  You  do  not  think  it  resulted  in  reducing  the  prices  of  petroleum  at  all?— A. 
None  whatever;  it  only  gave  members  of  this  company  and  the  independent  refiners 
in  the  creek  regions  the  opportunity  to  get  immensely  wealthy.  They  are  Tm^Vjug 
money  faster  than  ever  before.  The  producers  are  making  a  little  more  money 
than  previously,  to  the  extent  of  the  premium  which  the  producers  will  not  jiay 
the  patrons,  and  the  stockholders  receive  nothing  for  their  inveslanent. 

EFFECT  OF  THE  MOVEMENT  ON  THE  PRODUCERS. 

Q.  Do  you  know  how  far  the  stockholders  of  these  combinations  are  themselvee 
producers? — A.  A  very  large  per  cent  are  producers. 

Q.  Do  you  know  what  proportion  of  the  producers  whose  oil  they  are  buying 
are  themselves  stockholders? — ^A.  I  do  not. 

Q.  Then  you  would  say  that  the  general  result  of  this  independent  movement 
has  been  to  increase  the  price  of  crude  oil? — ^A.  Only  to  a  very  few,  to  x>er8ons 
interested  in  that  line  and  connected  with  its  service.* 

Q.  To  others,  too?— A.  To  others,  no;  its  effect  has  not  been  felt  to  any  extent 
anywhere. 

Q.  Does  it  benefit  all  of  those  whom  it  reaches?— A.  To  that  extent  and  by  this 
means:  It  is  a  method  of  '*  robbing  Peter  to  pay  Paul."  It  is  taldng  money  out 
of  the  pipe  line  to  pay  the  producer  in  the  way  of  advanced  prices  for  his  oil;  it 
performs  its  service  by  piping  oil  for  less  than  published  rates  or  established 
rates,  whatever  they  may  be. 
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Q.  WhAt  is  the  rate?— A.  The  pipage  rate  is  nnderatood  to  be  15  cents  a  barrel. ' 
Now,  when  the  premium  has  been  as  hi^h  as  9  cents  a  barrel,  that  would  mean 
as  much  as  9  taken  from  15,  leaving  the  pii>age  charge  6  cents. 

KrFBCT  OF  THE  INDEPENDENT  MOVEMENT  ON  REFINEBS. 

Q.  I  understood  you  to  say,  further,  that  this  indenendent  movement  had 
reeulted  in  making  refiners  in  that  region  rich?— A.  It  dia. 

Q.  Will  you  explain  how  that  was  brought  about?— A.  If  I  could,  I  would  be  in 
the  refining  business  myself. 

Q.  You  think  it  has  not  resulted  in  the  lowering  of  the  price  of  refined  oil?— 
A.  No;  they  claim  that  their  success  has  not  resulted  in  lowering  the  price  of 
refined  odl,  not  in  the  region,  at  least,  where  we  are.  That  oil  which  goes  abroad 
is  restricted  in  every  State  of  the  Union. 

Q.  {B^  Mr.  Phillips.)  That  is,  both  as  to  the  Standard  and  to  the  others?— A. 
Yee;  it  is  necessary  by  reason  of  the  laws  of  this  country. 


S.  Are  not  these  companies  now  making  monev?— A.  The  refining  companies? 
.  The  independent  refiningcompanies?  Would  not  their  stock  be  very  desir- 
able at  the  present  time?— A.  The  refiners'  stock? 

Q.  No;  the  stock  of  these  various  independent  companies?— A.  It  would  be  ii 
they  managed  on  business  principles.  I  believe  there  is  money  in  piping  oil  if  the 
bosmess  is  run  for  the  benefit  of  the  lines,  for  the  plant  Itself.  There  most  be 
money  in  it. 

Q.  Did  they  not  establish  the  first  pipe  line  to  the  seaboard  to  handle  refined 
oUr— A.  That  cuts  no  figure.  Warren,  as  we  have  shown  here,  piped  refined  oil 
a  distance  of  8  mUes  in  1865,  and  in  tank  cars  they  have  taken  refined  oil  from 
one  point  to  the  other.  And  what  is  a  tank  car  but  a  pipe  line  on  a  limited  scale? 
If  you  confine  oU  in  an  iron  vessel,  it  makes  no  difference  whether  it  is  a  con- 
tinuous pipe  OTina  closed  tank  and  agitated,the  result  is  the  same. 

THE  OPPOSITION  MET  BY  THE  NEW  COMPANIES. 

Q.  Would  not  these  companies  have  gained  a  ffood  deal  more  if  they  had  not 
been  opposed  by  combinations  in  New  Jersey  and  could  have  gotten  through  to 
New  York?  Would  not  their  profits  have  been  much  larger  if  they  had  had  free 
pipage  through  to  New  York,  as  the  Standard  Oil  Company  had?— A.  If  there 
was  only  the  one  proposition,  a  person  might  answer  that. 

Q.  Have  others  the  same  right  to  go  through  to  New  York  that  the  Standard 
Oil  Company  has?— A.  Undoubtedly  they  have  the  ri^ht. 

Q.  And  is  it  fair  or  just  that  they  should  be  prohibited  from  exercising  that 
privilege  of  equality?— A.  Let  me  answer  that  by  comoarison  in  this  way:  I  think 
it  would  be  just  as  fair  as  for  one  of  two  producers  biading  for  land  to  outbid  the 
other  and  taSce  the  land  away  from  him.  If  it  is  unfair  to  prevent  a  pipe  line 
from  going  into  a  market  already  occupied,  it  is  unfair  for  one  i^roducer  to  com- 
pete fbr  land  and  take  it  from  another  if  he  has,  with  his  neighbor,  superior 
wealth  and  ability  to  control  it. 

Q.  One  is  exercising  the  right  of  eminent  domain?— A.  And  he  is  performing 
for  that  rieht  an  adequate  service  to  the  public. 

Q.  Would  you  say,  if  one  railroad  could  supply  the  whole  market  of  New  York, 
that  all  other  ndlroads  should  be  prohibited  from  going  there?— A.  If  the  money 
to  construct  those  roads  was  to  come  from  the  passengers  who  were  expected  to 
patronize  them  and  then  to  pay  their  fare,  too,  I  should  say  yes. 

Q.  Do  you  undertake  to  say,  then,  that  these  independent  companies  which  the 
Standard  is  so  anxious  to  control,  and  in  which  they  have  purchased  stock  which 
would  sell  to-day  at  a  very  large  profit,  are  robbing  the  people  or  doing  an  injus- 
tice?—A.  "  Bobbing  "  is  a  hard  word,  and  I  do  not  care  to  use  it  in  any  connection. 
The  fact  remains  that  the  money  embarked  in  the  enterprise  is  unremunerative. 

Q.  You  stoted  they  were  taking  money  from  some  persons  and  giving  it  to 
others?— A.  That  was  only  a  comparison;  just  a  remark.  That  is  a  very  common 
expression:  '*  Bobbing  Peter  to  pay  Paul." 

Q.  You  have  no  direct  knowledge  of  these  people  having  done  injustice  to  any  of 
the  stockholders,  have  you? — A.  I  have  no  knowledge  that  they  have  done  full 
justice  to  the  stockholders  in  returning  them  interest  on  their  investment  in  the 
pipe  lines.  I  have  no  Imowledge  of  that  kind.  There  are  $3,000,000  invested  in 
that  enterprise. 

Q.  Youliave  knowledge  of  the  fact  that  they  have  been  employing  every 
honorable  means  to  get  through  to  the  city  of  New  York,  and  that  they  have 

'  See  Mr.  Archbold,  p.  668;  Mr.  Rogers,  p.  661. 
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lessened  freight  rates  a  very  great  deal  by  getting  into  New  Jersey,  have  yon  not? — 
A.  I  have;  yes. 

Q.  ( By  Wr.  Jenks.  )  Ton  have  said  that  yon  do  not  think  the  independent  move- 
ment has  reduced  the  price  of  refined  oil.  What  has  been  the  price  of  water-^rhite 
oil  for  the  last  few  years,  since  the  organization  of  the  independent  companies, 
as  compared  with  what  it  was  before? — ^A.  I  have  no  means  of  knowin«r;  we  do 
not  have  water- white  oil  in  export.  In  tiie  sale  of  water-white  or  any  otner  class 
of  oil  there  is  a  special  contract,  according  to  the  district  or  location. 

Q.  Yon  haye  no  record  at  all  with  regard  to  the  price  since  1874?— A.  None 
at  all. 


Thubsday  mosniko,  September  7, 1899. 

THE  SEEP  POBCHASINO  AOENOT. 

Q.  (By  Mr.  Jenkb.)  Dnringthe  session  yesterday  yon  spoke  of  Mr.  Seepasbein^ 
the  general  purchasing  agent.  Whom  does  Mr.  Seep  represent?  Is  he  the  genenu 
purchasing  agent  for  tne  Standard  Oil  Company?— A.  I  so  understand  it. 

Q.  So  he  receiyes  his  instructions  from  the  New  York  office?— A.  I  do  not  know 
from  whom  he  receives  his  instructions;  he  acts  independently  so  far  as  my 
knowledge  extends. 

Q.  He  IS  supposed  to  represent  the  Standard?— -A.  Yes. 

O.  Whether  he  fixes  his  prices  of  his  own  accord  or  whether  he  receives  direct 
instructions  from  some  superior  official  of  the  Standard  Oil  Company  you  do  not 
know?— A.  I  do  not  know. 

Q.  Is  he  a  general  purchasing  agent  with  other  agents  under  him?— A.  That  is 
the  way  I  understand  it. 

Q.  You  understand  that  he  fixes  the  prices  for  his  different  subagents  through- 
out the  oil  regions?— A.  That  is  my  understanding. 

Q.  Have  you  any  idea  as  to  the  number  of  subiw^nts  he  has  under  him?— A.  I 
have  an  idea;  the  number  is  very  larfi^,  probably  twenty  or  thirty.* 

Q.  You  do  not  think  the  number  of  agencies  runs  into  the  hundreds?— A.  Oh, 
no:  I  do  not  think  that;  20  or  80  will  include  them  all. 

Q>  How  large  a  portion  of  the  crude  oil  produced  is  purchased  through  Mr. 
Seep  and  his  subagents?— A.  I  should  think  about  80  per  cent. 

di  Is  that  for  the  whole  field,  the  Ohio,  Pennsylvama,  and  West  Virginia  ofl?— 
A.  I  can  testify  only  as  to  Pennsylvania  oil. 

<^.  Have  you  anv  information  with  reference  to  the  Ohio  oil?— A.  I  think  that 
estmiate  would  hold  good  as  to  Ohio. 

Q.  The  agencies  there  are  under  his  control  also?— A.  So  I  understand. 

Q.  Mr.  Seep,  then,  in  i)osting  prices  that  he  will  pay,  is  i>ractically  doing  so  for 
80  per  cent  or  the  oil  that  comes  into  the  market?— A.  I  think  about  that. 

FLUCTUATIONS  IN  THE  PRICE  OF  CRUDE  OIL  EXPLAINED. 

Q.  In  posting  the  prices  he  will  pay  for  crude  oil  from  day  to  day,  are  the  fine- 
tuations  by  the  barrel  very  large  or  are  they  only  a  cent  or  two? — ^A.  Well,  I  do  not 
know  as  to  that;  I  pay  but  very  little  attention  to  the  oil  market.  The  fluctua- 
tions are  usually  a  ruU  cent  at  a  time;  sometimes  a  fraction  of  a  cent. 

O.  That  is  a  barrel?— A.  A  barrel.  It  has  been  2  cents;  it  may  have  been 
higner  than  that  at  times. 

Q.  Do  you  see  any  satisfactory  refMon  why,  on  a  barrel  of  oil,  fluctuationB 
should  be  so  small  as  that?  Are  there  any  special  causes  that  affect  the  market 
in  such  a  delicate  way? — ^A.  Now  that  question  has  occurred  to  me,  and  I  think  I 
have  sx)oken  to  one  or  two  persons  about  it,  and  the  reason  I  have  heard  assigned 
is  this:  They  have  adopted  the  point  system  on  refined  oil,  and  the  point  is  a  very 
delicate  fluctuation;  for  example,  10  x)oints  in  oil  may  represent  a  fraction  of  a 
cent  or  a  full  cent,  and  that  would  account  for  the  margin  on  the  amount 
you  stated;  it  is  controlled  in  some  way  by  the  movements  of  refined,  and  the 
fluctuation  of  refined  is  by  points,  100  points  representing  a  cent,  and  it  is  the 
fraction  of  100  that  controls  the  prices  or  the  crude. 

O.  So  in  your  judgment  these  minor  fiuctuations  that  Mr.  Seep  makes  are  con- 
trolled by  the  fiuctuations  of  the  refined? — A.  Yes. 

^— ^^^■■— ^^■^^^^■— ^^■^■^'^— ^^■^■^^■^— ^^^■^■^^^— ^^^^"^^  ■"  '        ■■  ■■■■■■        l^.^^— ^^^— .i^^l^^M^^^^W^— ^IW^^^^^l^^^—— ^— i— ^1^^ 

>  Bee  Mr.  Archbold,  p.  571. 
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HOW  THE  PRICE  OF  REFTNED  OIL  IS  DETERMINED. 

Q.  The  prices  of  refined  are  prestunably  fixed  by  the  Standard  Oil  Comxmny  in 
'New  Tork?— A.  As  I  understand  it,  they  are  fixed  by  the  demand  in  Enrope. 

Q.  There  must  be  somebody  who  has  oil  to  sell  ana  who  determines  the  selling 
price?~-A.  The  parties  holding  the  oil  would  have  the  option  of  relinquishing 
their  holdings  at  the  existing  price,  but  to  make  the  price,  as  you  put  the  ques- 
tion, would  imply  that  the  Standard  chalked  the  price  up,  and  said  to  £uroi>e: 
' *•  You  must  take  thiEJor  none  at  all."  That  is  not  the  situation,  as  I  understand  it. 
The  pulse  of  the  market  is  carefully  felt  in  Europe  constantly,  and  the  market 
is  made  to  suit  tiie  demand  there. 

Q.  The  point  I  had  in  mind  was  this:  Is  it  some  official  of  the  Standard  Oil  Com- 
pany who  determines  what  price  shall  be  accepted  for  the  oil  they  have? — A. 
There  is  undoubtedly  some  salesman  connected  with  their  establishment  who  is 
in  direct  connection  with  the  prices  at  some  point.  The  condition  of  the  market 
is  known  to  this  person,  and  if  he  wants  to  relinquish  the  oil  at  that  fi^re  it  goes. 

Q.  Then  if  the  price  of  the  crude  oil  that  is  bought  by  Mr.  Seep  vanes  with  the 
{ffice  of  refined  ou,  would  there  be  a  presumption  that  the  two  are  connected? 
Would  the  prices  then  presumably  be  fixed  by  Mr.  Seep? — ^A.  The  price  of  crude 
oil  is  invariably  controlled  by  the  price  of  refined.  Wnen  there  is  a  variation  in 
refined,  amounting  to  points  enough  to  make  a  fraction  of  or  a  full  cent,  it  api>ear8 
in  the  crude. 

Q.  (By  Mr.  PHtLUPS. )  Is  it  not  the  case  frequently  that  they  advance  the  crude 
before  the  refined,  or  is  not  the  one  advanced  the  same  day  the  other  is?  Was 
not  that  tlie  case  with  the  recent  advances,  the  crude  oil  being  first  advanced  and 
the  points  afterwards  named  on  refined?-— A.  I  am  not  clear  as  to  that,  and  I  will 
say  furthermore  that  I  am  not  personally  familiar  with  the  movements  of  refined 
oil. 

O.  (By  Mr.  Jbnks.  )  Yesterday  I  asked  you  with  reference  to  the  price  of  water- 
white  oil,  and  jou  said  that  the  reg^ilar  prices  of  oil  were  the  prices  on  export 
oU?— A.  The  pnces  quoted. 

Q.  Quotations  on  refined  oil  are  made  in  Pittsburg,  New  York,  and  other  places, 
are  they  not?— A.  Yes;  those  are  local  market  quotations,  and  they  pay  no  atten- 
tion to  local  markets;  the  general  market  is  the  one  that  controls  the  price  of 
crude. 

PRICES  OF  OIL  IN  CINClNKATI,  1865-1877. 

Q.  In  your  paper  you  pay  no  attention  to  these  markets,  Pittsburg  or  New 
York?— A.  I  pay  no  attention  to  them;  but  in  connection  with  that  question  I 
hunted  up  some  fijp^res  gathered  back  in  1865.  They  consist  in  a  series  of  reports 
of  the  Chamber  of  Commerce  of  Cincinnati  from  the  year  1865  on  into  the  seven- 
ties.   Now,  this  gives  the  local  market  and  not  the  export: 

[Report  of  the  Clndzmati  Chamber  of  Commerce  for  the  year  ending  Angnst  81, 1866.] 

The  price  of  this  article,  owing  to  the  decline  in  the  price  of  ^old,  was  much 
lower  at  the  close  than  it  was  a  year  ago,  though  the  average  price  is  higher  for 
the  vear  than  that  of  the  previous  season.  There  has  been  a  marked  falling  off 
in  the  production  of  the  article,  according  to  the  statistics  of  the  commerce  of 
the  country. 

The  following  was  the  price  of  refined  x)etroleum,  per  gallon,  duty  i>aid,  at  the 
close  of  each  month  during  the  year  1865: 


Cents. 

September  28 85 

October26 85 

November  80 88 

December  28 98 

January25 92 

February22 93 


Cents. 

March29 83 

April  26 78 

M!ay81 .* 70 

June  28 70 

July26 70 

August  80 70 


The  following  were  the  imports  of  petroleum,  including  coal  oil,  of  which  but 
little  is  now  brought  to  market,  the  last  four  years: 


Barrels. 

1861-62 28,000 

1862-^ 20,000 


Barrels. 

1863-64 49,081 

1864-65 60,925 
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The  price  of  this  article  has  been  very  low  during  the  entire  season,  bat  did  not 
undergo  mnch  change.  The  supply  has  been  larger  than  the  previous  year,  as  ia 
shown  by  the  statistics  of  the  trade,  there  being  an  increase  in  the  foregoJn^ 
exports  from  New  York  alone  of  over  7,000,000  gallons.  Previons  to  July,  1808, 
there  was  a  tax  of  10  cents  per  gallon  on  refined;  since  that  time  it  has  been  free 
of  that  tax,  so  that  in  comparing;  the  prices  given  this  must  be  remembered. 

Q.  Have  yon  facilities  for  obtaining,  conveniently,  the  prices  of  water-white  aQ 
at  Fittsbiu'g  or  New  York,  covering  the  same  period  as  those  of  export  oil? — ^A. 
Not  any  more  than  the  commission  itself.  These  figores,  I  should  say  in  expla- 
nation, were  obtained  some  years  ago  when  I  was  making  an  investigation  into 
the  movement  of  oil.  The  Cincinnati  Chamber  of  Commerce  seemed  to  be  the 
onlv  one  that  had  given  attention  to  it  and  kept  a  correct  record  from  1800  to  1889, 
and  up  to  the  present  time. 

Q.  You  think  that  Cincinnati  would  be  as  fair  a  point  as  could  be  choeen  in 
determining  the  price  of  water-white  oil?— A.  It  is  the  onlv  point  at  which  a  ocn^ 
rect  record  has  been  kept,  a  correct  record  of  tho  prices  of  all  commodities. 

Q.  I  understand  you  to  say  that  the  prices  of  water-white  oil  in  these  local 
markets  do  not  vary  with  the  prices  of  export  oil?— A.  I  said  it  was  a  matter  of 
specicd  contract  in  the  vari  us  markets  where  it  was  offered.  I  do  not  know  that 
I  can  add  to  that  because,  in  the  various  cities,  the  prices  have  varied  according 
to  the  quality  of  the  oil;  but  water-white,  as  a  standard  quality,  is  always  water- 
white  wherever  it  is  offered;  the  elements  that  enter  into  that  are  transportation; 
it  may  cost  more  to  sell  oil  in  Ohio  than  it  does  at  the  x)oint  <^  manufacture,  if  it 
is  manufactured  in  Pittsburg. 

Q.  Certainly.  If  we  could  find  one  standard  market  where  they  have  kept  a 
record  of  the  prices  of  water-white  oil  from,  say,  the  earlv  seventies  or  sixties  np 
to  date,  would  that,  in  your  judgment,  show  us  fairly  well  what  the  effect  of  the 
combination  has  been  uxxm  tne  American  consumer?— A.  It  undoubtedlv  would; 
it  would  show  you  the  trend  of  prices— what  the  American  consumer  has  been 
obliged  to  pav. 

QT  You  thmk  a  record  of  that  kind  would  be  fair  to  all  parties  concerned? — 
£Lt  Yes. 

Q.  Fully  as  much  so  as  the  record  of  export  prices?— >A.  Fully  as  much  so  as 
the  export  prices,  taking  into  consideration  the  difference  in  the  quality  of  the  oil. 

Q.  From  what  vou  have  said  I  infer  that  you  believe  that  a  great  manv  elements 
come  in  to  affect  local  prices  that  do  not  affect  export  prices. — ^A.  Unaoubtedly. 

Q.  For  example,  home  comx)etition?— A.  Well,  ana  a  better  quality  of  ou; 
the  higher  the  grade  of  oil  the  more  the  cost  in  manufacture,  transportation,  and 
other  thin^  b^des  competition. 

Q.  But  if  we  were  to  take  some  one  market  and  keep  a  record,  comxiaring 
prices  there  with  the  price  of  crude  oil,  you  would  consiaer  that  a  fair  test?— A. 
Yes;  and  I  believe  Cincinnati  would  be  as  fair  a  market  as  you  could  get. 

Q.  (By  Mr.  Phillips.)  Would  that  be  a  fair  test  if  there  was  no  competition 
in  Cincinnati,  and  there  was  no  other  market?— ^A.  Undoubtedly.  Competition 
has  very  little  effect  in  regulating  prices  throueh  a  long  series  of  years.  You 
take  a  series  of  thirty  years  and  comx)etition  has  had  very  little  to  do  with  it;  it 
will  go  down  to  a  stable  price,  and  that  must  be  a  remunerative  one  for  x>eople 
to  remain  in  the  business. 

<^.  Taking  a  period  of  thirty  years,  as  you  have  suggested,  do  you  suppose  com- 
petition would  appear  there  on  the  whole,  as  it  would  in,  let  us  say,^ew  York 
and  Pittsburg?— A.  I  have  no  reason  to  doubt  that  it  would. 

THE  ESTABLISHMENT  OF  OIL  EXCHANGES. 

Q.  (By  Mr.  Farquhar.)  When  was  the  first  oil  exchange  established  in  this 
country?- A.  Well,  from  the  various  records  we  have,  it  would  be  about  1871; 
that  is,  an  oil  exchange  for  handling  business,  as  we  now  understand  it. 

Q.  (By  Mr.  Jenks.)  That  was  at  Titusville?— A.  That  was  at  Titusville  in  1871. 
There  were  exchanges  before  that. 

Q.  (By  Mr.  Farquhar.)  What  was  the  character  of  the  exchanges  before  1871?— 
A.  The  exchanges  then  were  something  like  the  Chamber  of  Commerce,  where 
persons  engaged  in  the  business  would  call  and  exchange  views.  It  was  a  meeting 
ground. 

9*  How  many  exchanges  were  established  in  the  country?— A.  At  one  time  I 
think  there  were  no  fewer  than  twenty. 

Q.  When  was  the  New  York  exchange  established?— A.  I  think  about  1880;  but 
we  can  determine  that  exactly. 
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Q.  I  want  to  find  ont  who  the  speculators  were  that  fleeced  the  public  on  oil.— 
A.  On  May  2, 1877, 1  have  a  record  of  the  petroleum  exchange  being  opened  in 
New  York.  * 

Q.  How  long  did  that  exchange  exist? — A.  That  or  its  successor  is  in  existence 
to-day. 

Q.  What  is  the  character  of  the  exchange  in  New  York  now  with  respect  to 
oil? — ^A.  Oil  is  dealt  in  in  fntnres  now.  They  speculate  on  the  value  of  oil  a 
month  or  a  year  ahead. 

Q.  The  same  as  in  cereals?— A.  That  is  the  method  of  speculation  now.  But 
dealing  in  futures  is  only  of  recent  date. 

Q.  (By  Mr.  Phillips.)  Is  there  any  considerable  amount  of  6x>eculation  now  of 
the  kind  to  which  you  refer,  compared  with  what  there  was  15  or  30  years  ago?— 
A.  It  is  very  small  in  comparison. 

Q.  (By  Mr.  Fabquhar.)  What  is  the  character  of  the  business  in  the  oil 
exchanges  in  the  oil  country  itself,  in  Oil  City? — A.  There  were  two  elements  in 
the  trade,  one  interested  in  mgh  prices  and  one  in  low.  The  bears  had  a  decided 
advantage.  Through  the  existence  of  a  very  large  stock  of  oil  it  was  possible  to 
sell  along  in  the  later  seventies  and  early  eighties  and  never  cover.  Oil  could  have 
been  sold  short  there  to  get  the  carrying  rates;  brokers  became  rich  on  selling  wind 
and  got  the  carrying  rates — all  that  with  wind,  and  never  covering.  The  effect  of 
tiiat  was  to  depress  the  prices  to  producers.  The  larger  producers  took  a  very  pro- 
nounced stand  against  that  sort  of  trading  in  the  oil  exchanges.  It  was  denounced 
severely  in  their  meetings  and  in  letters  to  the  press. 

Q.  Who  are  the  supporters  of  the  oil  exchanges?— A.  They  are  generally  called 
*' lambs" — ^that  means  the  public,  you  know;  the  x>eople  who  come  from  the  out- 
side and  bet  on  the  price  of  oil  and  generally  lose. 

Q.  Were  the  producers,  as  well  as  the  refiners  and  all  others,  interested  in  this 
speculation? — ^A.  Undoubtedly  they  were — ^producers,  merchants,  laborers,  and 
clerks. 

Q.  So  it  was  a  free  field  for  a  while,  in  an  oil  exchange,  for  x>eople  who  took  their 
chances  in  speculating? — ^A.  Yes. 

Q.  Have  you  any  idea  of  the  losses  to  the  public  resulting  from  €hat  specula- 
tion?— ^A.  I  have  never  heard  an  estimate  of  tnat,  but  if  I  were  asked  to  make  one 
myself  I  should  think  one  hundred  millions  of  dollars  would  not  be  too  high. 

POSITION  OF  THE   STANDARD    AND    THE    PRODUCERS'    ASSOCIATION  WITH    REGARD 

TO  SPECULATION. 

Q.  Was  that  speculation  in  oil  in  1865,  or  what  was  the  time? — A.  I  should 
place  it  at  a  later  period  than  1865.  I  should  place  it  from  1870  up  to  the  early 
nineties.  There  was  very  little  speculation  in  oil  after  the  movement  known  as 
the  Producers'  Protective  Association.    That  movement  killed  speculation  in  oil. 

8.  Now,  how  was  that  brought  about? — ^A.  That  movement? 
.  Yes. — ^A.  It  was  brought  about  bv  an  agreement  between  the  Standard  Oil 
Company  and  the  association  called  the  Producers'  Protective  Association,  and 
we  have  the  agreement  here. 

Q.  Then  you  give  credit  to  the  joint  action  of  the  Producers*  Protective  Associa- 
tion and  the  Standard  Oil  Company  for  the  suppression  of  speculation? — ^A.  In 
removing  the  feature  of  injudicious  speculation.  Proj>er  speculation  is  all  right. 
It  is  proper  and  just  for  a  i>erson  to  buy  oil  and  hold  it — ^buy  the  certificates  out- 
right. I4  o  one  ever  raised  a  voice  against  that^—against  the  purchase  of  oil  outright. 
It  IS  the  mere  gambling  on  margins  that  has  been  destructive  to  values  and  injurious 
to  the  business  standiug  of  the  communities  in  which  these  exchanges  are  located. 

Q.  Since  that  agreement  have  the  producers,  the  Producers'  Protective  Associa- 
tion, or  the  SUmdard  Oil  Company  sustained  in  any  way  the  petroleum  exchange 
in  New  York? — ^A.  No. 

(}.  Have  they  been  adverse  to  it? — ^A.  Well,  I  can  not  say  they  have  been  adverse 
to  it;  I  can  simply  say  that  they  have  let  it  alone. 

Q.  In  other  words,  the  regulation  of  prices  by  the  Standard  has  eliminated  the 
speculation  in  certificates  entirely? — A.  Undouotedly. 

Q.  At  what  date  do  you  place  Joseph  Seep's  quotations?— A.  January  a3, 1895. 

Q.  Now,  does  it  follow  that  Mr.  Seep's  quotations  are  standard  and  stable  quota- 
tions following  that  agp*eement? — A,  They  are. 

Q.  So  we  have  now  reached  a  market  where  speculation  has  nothing  to  do  with 
the  price  of  oil?— A.  Precisely;  we  have  reached  the  point  now  where  the  con- 
smner  makes  the  prices. 


I  Derrick  Handbook,  p.  280. 
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The  price  of  this  article  has  been  very  low  during  the  entire  season,  bnt  did  not 
undergo  much  change.  The  supply  has  been  larger  than  the  previous  year,  as  is 
shown  by  the  statistics  of  the  trade,  there  being  an  increase  in  the  foregoiiiig 
exports  from  New  York  alone  of  over  7,000,000  gallons.  Previons  to  Jnly,  1808, 
there  was  a  tax  of  10  cents  per  gallon  on  refined;  since  that  time  it  has  been  free 
of  that  tax,  so  that  in  comparing;  the  pricee  given  this  mast  be  remembered. 

Q.  Have  yon  facilities  for  obtaining,  conveniently,  the  prices  of  water-white  oil 
at  Fittsbnrg  or  New  York,  covering  the  same  period  as  those  of  export  oil? — A. 
Not  any  more  than  the  commission  itoelf .  These  figures,  I  should  say  in  expla- 
nation, were  obtained  some  years  ago  when  I  was  making  an  investigation  into 
t^e  movement  of  oil.  The  Cincinnati  Chamber  of  Commerce  seemecT  to  be  the 
onl V  one  that  had  given  attention  to  it  and  kept  a  correct  record  from  1800  to  1809, 
and  up  to  the  present  time. 

Q.  You  t}dnk  that  Cincinnati  would  be  as  fair  a  point  as  could  be  cboeeiD.  in 
determining  the  price  of  water-white  oil?— A.  It  is  the  onlv  point  at  which  a  cor- 
rect record  has  been  kept,  a  correct  record  of  tho  prices  of  all  commodities. 

Q.  I  understand  you  to  say  that  the  prices  of  water-white  oil  in  these  local 
markets  do  not  vary  with  the  prices  of  export  oil?— -A.  I  said  it  was  a  matter  of 
special  contract  in  the  vari  us  markets  where  it  was  offered.  I  do  not  know  that 
I  can  add  to  that  because,  in  the  various  cities,  the  prices  have  varied  according 
to  the  quality  of  the  oil;  but  water-white,  as  a  standard  quality,  is  always  water- 
white  wherever  it  is  offered;  the  elements  that  enter  into  that  are  transportation; 
it  may  cost  more  to  sell  oil  in  Ohio  than  it  does- at  the  x)oint  of  manufacture,  if  it 
is  manufactured  in  Pittsburg. 

Q.  Certainly.  If  we  could  find  one  standard  market  where  they  have  kept  a 
record  of  the  prices  of  water-white  oil  from,  say,  the  earlv  seventies  or  sixties  up 
to  date,  would  that,  in  your  judgment,  show  us  fairly  well  what  the  effect  of  the 
combination  has  been  uxxm  tne  American  consumer? — A.  It  undoubtedlv  would; 
it  would  show  you  the  trend  of  prices— what  the  American  consumer  has  been 
obliged  to  pav. 

Q.  You  thmk  a  record  of  that  kind  would  be  fair  to  all  parties  concerned?—- 
A.  Yes. 

Q.  Fully  as  much  so  as  the  record  of  export  prices?— A.  Fully  as  much  so  as 
the  export  prices,  taking  into  consideration  the  difference  in  the  quality  of  the  oil. 

Q.  From  what  vou  have  said  I  infer  that  you  believe  that  a  great  manv  elements 
come  in  to  affect  local  prices  that  do  not  affect  export  prices. — ^A.  Unaoubtedl^. 

Q.  For  example,  home  competition? — A.  Well,  ana  a  better  quality  of  oil; 
the  higher  the  grade  of  oil  the  more  the  cost  in  manufacture,  transportation,  and 
other  thin^  besides  competition. 

Q.  But  if  we  were  to  take  some  one  market  and  keep  a  record,  comxMmng 
prices  there  with  the  price  of  crude  oil,  you  would  consiaer  that  a  fair  test?— A. 
Yes;  and  I  believe  Cincinnati  would  be  as  fair  a  market  as  you  could  get. 

Q.  (By  Mr.  Philups.)  Would  that  be  a  fair  test  if  there  was  no  competition 
in  Cincinnati,  and  there  was  no  other  market?— A.  Undoubtedly.  Competition 
has  very  little  effect  in  regulating  prices  throueh  a  long  series  of  years.  You 
take  a  series  of  thirty  years  and  competition  has  had  very  little  to  do  with  it;  it 
will  go  down  to  a  stable  price,  and  that  must  be  a  remunerative  one  for  i>eople 
to  remain  in  the  business. 

<^.  Taking  a  period  of  thirty  years,  as  you  have  suggested,  do  you  suppose  com- 
X>etition  would  apx)ear  there  on  the  whole,  as  it  would  in,  let  us  say,^ew  York 
and  Pittsburg?- A.  I  have  no  reason  to  doubt  that  it  would. 

THE  ESTABLISHMENT  OF  OIL  EXCHANGES. 

Q.  (&^Mr.  Farquhar.)  When  was  the  first  oil  exchange  established  in  this 
countryr — ^A.  Well,  from  the  various  records  we  have,  it  would  be  about  1871; 
that  is,  an  oil  exchange  for  handling  business,  as  we  now  understand  it. 

Q.  (By  Mr.  Jenks.)  That  was  at  Titusville?— A.  That  was  at  Titusville  in  1871. 
There  were  exchanges  before  that. 

Q.  (By  Mr.  Farquhar.)  What  was  the  character  of  the  exchanges  before  1871?— 
A.  The  exchanges  then  were  something  like  the  Chamber  of  Commerce,  where 
persons  engaged  in  the  business  would  call  and  exchange  views.  It  was  a  meet^ 
ground. 

Q.  How  many  exchanges  were  established  in  the  country?— A.  At  one  time  I 
think  there  were  no  fewer  than  twenty. 

Q.  When  was  the  New  York  exchange  established? — A.  I  think  about  1880;  but 
we  can  determine  that  exactly. 
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Q.  I  want  to  find  out  who  the  specnlators  were  that  fleeced  the  public  on  oil. — 
A.  On  May  2, 1877, 1  have  a  record  of  the  petroleum  exchange  being  opened  in 
New  York. » 

Q.  How  long  did  that  exchange  exist? — ^A.  That  or  its  successor  is  in  existence 
to-gay. 

Q.  What  is  the  character  of  the  exchanges  in  New  York  now  with  respect  to 
oil? — A.  Oil  is  dealt  in  in  futures  now.  They  speculate  on  the  value  of  oil  a 
month  or  a  year  ahead. 

Q.  The  same  as  in  cereals? — ^A.  That  is  the  method  of  speculation  now.  But 
dealing  in  futures  is  only  of  recent  date. 

Q.  (By  Mr.  Phillips.)  Is  there  any  considerable  amount  of  6x>eculation  now  of 
the  kind  to  which  you  refer,  compared  with  what  there  was  15  or  30  years  ago?— 
A.  It  is  very  small  in  comparison. 

Q.  (By  Mr.  Fabquhar.)  What  is  the  character  of  the  business  in  the  oil 
exchanges  in  the  oil  country  itself,  in  Oil  City?— A.  There  were  two  elements  in 
the  trade,  one  interested  in  mgh  prices  and  one  in  low.  The  bears  had  a  decided 
advantage.  Through  the  existence  of  a  very  large  stock  of  oil  it  was  possible  to 
sell  alone  in  the  later  seventies  and  early  eighties  and  never  cover.  Oil  could  have 
been  sola  short  there  to  get  the  carryin^^  rates;  brokers  became  rich  on  selling  wind 
and  got  the  carrying  rates— all  that  with  wind,  and  never  covering.  The  effect  of 
that  was  to  depress  the  prices  to  producers.  The  larger  producers  took  a  very  pro- 
nounced stand  against  that  sort  of  trading  in  the  oU  exchanges.  It  was  denounced 
severely  in  their  meetings  and  in  letters  to  the  press. 

Q.  Who  are  the  supporters  of  the  oil  exchanges? — ^A.  They  are  generally  called 
*' lambs" — that  means  the  public,  you  know;  the  x>eople  who  come  from  the  out- 
side and  bet  on  the  price  of  oil  and  generally  lose. 

Q.  Were  the  producers,  as  well  as  the  refiners  and  all  others,  interested  in  this 
speculation? — ^A.  Undoubtedly  they  were — ^producers,  merchants,  laborers,  and 
derks. 

Q.  So  it  was  a  free  field  for  a  while,  in  an  oil  exchange,  for  people  who  took  their 
chances  in  speculating?— A.  Yes. 

Q.  Have  you  any  idea  of  the  losses  to  the  public  resulting  from  €hat  specula- 
tion?— A.  I  have  never  heard  an  estimate  of  tnat,  but  if  I  were  asked  to  make  one 
myself  I  should  think  one  hundred  millions  of  dollars  would  not  be  too  high. 

POSITION  OF  THE   STANDARD    AND    THE    PRODUCERS*    ASSOCIATION  WITH    REGARD 

TO  SPECULATION. 

Q.  Was  that  speculation  in  oil  in  1865,  or  what  was  the  time? — A.  I  should 
place  it  at  a  later  period  than  1865.  I  should  place  it  from  1870  up  to  the  early 
nineties.  There  was  very  little  speculation  in  oil  after  the  movement  known  as 
the  Producers*  Protective  Association.    That  movement  killed  speculation  in  oil. 

8.  Now,  how  was  that  brought  about? — A.  That  movement? 
.  Yes. — ^A.  It  was  brought  about  by  an  agreement  between  the  Standard  Oil 
Company  and  the  association  called  the  Producers'  Protective  Association,  and 
we  have  the  agreement  here. 

Q.  Then  you  give  credit  to  the  joint  action  of  the  Producers'  Protective  Associa- 
tion and  the  Standard  Oil  Company  for  the  suppression  of  speculation? — ^A.  In 
removing  the  feature  of  injudicious  speculation.  Proj>er  speculation  is  all  right. 
It  is  proper  and  just  for  a  i>erson  to  buy  oil  and  hold  it— buy  the  certificates  out- 
right. I4  o  one  ever  raised  a  voice  against  that — against  the  purchase  of  oil  outright. 
It  IS  the  mere  gambling  on  margins  that  has  been  destructive  to  values  and  in  j  uncus 
to  the  business  standing  of  the  communities  in  which  these  exchanges  are  located. 

Q.  Since  that  agreement  have  the  producers,  the  Producers' Protective  Associa- 
tion, or  the  SUmdard  Oil  Company  sustained  in  any  way  the  petroleum  exchange 
in  New  York? — ^A.  No. 

(}.  Have  they  been  adverse  to  it? — ^A.  Well,  I  can  not  say  they  have  been  adverse 
to  it;  I  can  simply  say  that  they  have  let  it  alone. 

Q.  In  other  words,  the  regulation  of  prices  by  the  Standard  has  eliminated  the 
speculation  in  certificates  entirely? — ^A.  Undoubtedly. 

Q.  At  what  date  do  you  place  Joseph  Seep's  quotations? — ^A.  January  a3, 1895. 

Q.  Now,  does  it  follow  that  Mr.  Seep's  quotations  are  standard  and  stable  quota- 
tions following  that  agreement?— A.  They  are. 

Q.  So  we  have  now  reached  a  market  where  speculation  has  nothing  to  do  with 
the  price  of  oil? — A.  Precisely;  we  have  reached  the  point  now  where  the  con- 
sumer makes  the  prices. 
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EFFECT  OF  THE  SHUT-IN  MOVEMENT  ON  SPECULATION. 

Q.  (By  Mr.  Phillips.)  Did  not  the  removal  of  a  large  amount  of  stock  by  the 
shut-in  agreement  between  the  Standard  and  the  producers  have  much  to  do  with 
the  elimination  of  speculation?— A.  That  was  an  incident  or  a  factor  in  it.  I  was 
about  to  say  that,  in  connection  with  the  oil  exchanges,  a  habit  grew  out  of  the 
speculation  that  proved  very  injurious  to  all  concerned.  The  speculator  on  the 
exchanges  along  in  the  early  eighties  began  to  influence  the  market  by  field  con- 
ditions at  every  possible  opportunity— that  is,  by  rumors  of  wells,  rumors  of  big 
strikes  in  loccdities  from  which  facts  could  not  be  obtained  readily.  The  effect  dc 
these  rumors  was  either  to  elevate  or  depress  values  for  the  time  being,  and  no 
matter  if  they  were  corrected  within  an  hour  or  two,  the  effect  would  be  felt 
on  the  market.  Out  of  that  movement  ^ew  a  protective  system  among  the  larger 
speculators,  and  the  prominent  producmg  concerns  grew  out  of  that  movement. 
"Hiey  selected  experts  who  were  placed  in  the  fields  at  points  of  interest  -where 
large  wells  were  coming  in  or  expected  to  come  in.  It  was  their  duty  to  watch 
developments  and  report  results  at  the  earliest  opportunity. 

Q.  What  were  they  called?— A.  They  were  called  scouts. 

Q.  (By  Mr.  Jbnks.)  Did  these  persons  make  the  information  public  or  keep  it 
for  the  sx>ecial  use  of  the  I^oducers*  Union? — ^A.  The  Producers'  Union  did  not  do 
that.  It  was  the  individual  producers;  tlie  individual  speculators  had  them  there 
for  the  purpose  of  speculation.  Large  producers  had  them  there  for  the  purpose 
of  being  informed  as  to  the  true  state  of  affairs. 

Q.  (By  Mr.  Phillips.)  Did  you  ever  act  as  a  scout  in  those  days?- A.  I  had 
that  honor.  I  laid  down  the  quill  for  a  period  of  2  years  and  served,  as  a  scout  on 
the  frontier. 

Q.  For  whom? — ^A.  For  the  Union  Oil  Company.  I  reported  to  them  daily  and 
my  reports  were  accepted  at  their  value  at  the  time. 

Q.  (By  Mr.  Jenks.)  I  understood  you  to  say  yesterday  that  when  this  Pro- 
ducers' Union  was  formed  one  of  its  chief  piupoees  was  to  gather  trustworthy  sta- 
tistics and  information,  in  order,  as  I  suppose,  to  check  somewhat  the  speculation 
on  exchanges? — A.  Not  this  particular  movement.  That  referred  to  the  move- 
ment in  IsSs  and  1870.  I  should  like  to  refer  to  that  later  on.  I  have  some  data 
on  that  subject. 

Q.  (By  Mr.  Farquhar.)  Before  leaviiig  the  subject,  will  you  state  as  nearly 
as  you  can  who  the  parties  were  that  participated  in  that  movement  from  18^  to 
1870  and  later  on?  Were  they  the  large  or  the  smaller  producers?  And  will  you 
also  give  us  as  complete  an  idea  as  you  can  of  who  have  participated  in  these  specu- 
lations?—A.  That  happens  to  be  a  pretty  long  subject,  but  if  you  will  bear  with 
what  may  seem  to  be  a  digression,  I  might  st^  in  by  explaining  what  first  made 
oil  prices.  That  will  lead  to  the  oil  exchanges  and  the  dealers  in  oil  at  the  stated 
places  and  times  where  and  when  they  did  their  trading. 

ORiam  OF  THE  FIRST  OIL  MARKETS. 

The  first  oil  markets  were,  in  my  opinion,  made  b^  the  dump  men  on  Oil  Creek. 
Now,  the  dimip  men  were  the  first  speculators  in  oil.  A  dump  is  a  tank  of  any 
cax>acity  from  10  barrels  to  600.  The  dump  man  developed  into  a  refiner  later  on, 
and  as  a  refiner  was  known  as  the  B.  S.  refiner;  that  is,  he  took  B.  S.  oil,  non- 
merchantable  oil,  and  redeemed  the  better  parts  of  it  and  placed  it  on  the  market. 
The  dump  man  visited  the  small  producer  in  all  localities,  bought  his  oil  at  so 
much  by  contract,  and  if  there  was  1  or  2  feet  in  the  tank  bottom  he  immedi- 
ately bought  it  in  lump  sum  or  so  much  -ger  barrel.  He  also  bought  the  good  oil, 
the  merchantable  oil,  from  small  producers,  who  could  not  hom  their  oil  long 
enough  to  get  a  full  shipment  of  50  or  100  barrels,  whose  wells  had  declined  to 
such  a  point  that  they  could  not  hold  for  a  month  at  a  tune,  and  were  obliged  to 
sell  from  day  to  day  or  week  to  week.  The  dump  man  was  their  market.  vV'hen 
the  refiners  sent  their  representatives  up  in  the  region  to  purchase  oil — and  they 
used  to  travel  up  and  down  Oil  Creek  like  platoons  of  cavalry,  pricing  oil  at  van- 
ous  wells — the  usual  method  of  approachii^:  the  producer  was  to  say,  **  Have  you 
any  oil  to  sell?"  The  answer  would  be  **  I  have  so  much."  And  then  the  pro- 
ducer would  say,  **  What  price  are  you  giving  to-day?  "  If  it  was  thought  the 
producer  was  not  posted  on  existing  prices  the  trader  would  probably  reply, 
*'  What  is  the  dump  man  paying?"  ReceiviuK  a  reply  he  miffht  name  a  figure 
just  above  it,  just  enough  to  get  the  oil.  The  dump  man  was  the  first  merchant 
to  make  prices  in  the  oil  field.  His  price  was  steady  all  the  time.  You  could 
always  market  with  the  dump  man.  After  the  first  few  years  of  the  business  the 
market  was  spasmodic.    There  were  days  and  weeks  at  a  time,  perhaps  months 
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at  a  time,  when  there  were  no  quotations  or  prices  from  the  refiners  and  agents. 
Jfav^,  in  the  coarse  of  time  the  dump  man  was  eliminated. 

OIL  SOLD  THROUGH  REFINERS'  AGENTS. 

These  refiners*  agents  during  the  first  10  years  of  the  business  were  migratory; 
that  is  to  say,  they  moved  about  through  the  region  making  individual  contracts 
^witb  producers  and  others.  Their  meetings  would  occur  at  night;  they  would 
meet  in  the  evening  after  supper  and  discuss  the  trade.  That  was  the  origin  of 
the  first  oil  exchange.  Later  on,  as  the  business  became  systematized  in  fewer 
hands,  they  began  to  adopt  regular  hours  for  business,  and  one  of  their  first  reso- 
lutions was  to  do  no  tradmg  s2ter  a  certain  hour  in  the  day,  6  o'clock.  Later  on 
they  adopted  a  resolution  to  do  no  trading  after  4  o'clock;  then  they  adopted 
bulking  hours  for  their  trading,  but  that  was  when  the  oil  exchange  became  a 

Sermanent  factor  in  the  trade.  All  the  trading,  say,  from  1875-76  up  to  1895,  was 
one  in  the  exchange.  Trading  done  outside  of  the  exchange,  and  Imown  as  curb 
trading,  was  considered  disreputable  and  classed  with  bucket-shop  operations. 
The  rapid  fluctuations  in  oil  in  1876  did  a  great  deal  to  foster  the  exchange  element 
and  show  people  that  it  was  possible  to  make  money  rapidly  by  these  wide  fluctua- 
tions; and  the  sudden  advance  of  $8  a  barrel  in  1876  brought  the  public  into  sx>ecu- 
lation  with  the  producers.  I  can  say  here  and  now  that  producers  who  remained 
out  of  the  oil  exchangee  and  away  from  speculation  mvariably  got  wealthy. 
Those  who  went  into  the  oil  exchanges  as  invariably  got  x>oor,  and  the  nxmiber  who 
went  into  the  exchanges  outnumbered  those  who  remained  out  so  largely  that 
they  formed  themselves  into  a  league  after  a  while  to  combat  those  organizations 
that  had  nothing  to  do  with  sx)ecnlation  and  shake  out  of  them  some  a£  their 
earnings. 

THE  SUPPRESSION  OF  SPBOULATION. 

Q.  (By  Mr.  PmLUFS.)  Were  there  not  some  exceptions  in  regard  to  the  pro- 
ducers? Captain  Murphy,  for  instance,  was  a  produceriand  speculator.  Dia  he 
not  make  a  success  of  it  both  ways?— A.  I  thank  you  for  calling  my  attention  to 
that;  that  is  one  exception.    I  would  thank  you  for  another  one. 

Q.  I  think  as  a  rule  you  are  correct.  I  never  speculated  as  you  know. — ^A.  No, 
I  mow  you  never  speculated,  I  am  satisfied  of  that;  and  you  were  one  of  the 
strongest  opponents  d  the  wild-cat  speculation  that  existed ,  an  outsx)oken  opponent. 
We  have  letters  from  you  in  our  newspaper  denouncing  wild-cat  speculation. 

(^  Esi)ecially  the  scout  and  mystery  business. — ^A.  Tnat  mystery  business  was 
the  source  of  the  institution  of  the  scout. 

Q.  rBy  Mr.  Farquhar.)  Are  we  to  understand,  then,  that  after  this  era  of 
speculation  and  the  shut  down  the  strong  men  in  the  oil  reeion,  the  Rockefellers 
and  others,  resolved  to  suppress  all  this  speculation  in  on  and  oil  certificates ; 
that  the  bucket  8hox>s  in  oil  agreed  to  make  the  shut  down  on  a  conservative 
basis,  and  bring  oil  up  to  a  pairing  figure  for  producers  as  well  as  refiners,  which 
system,  as  a  matter  of  regulation,  has  existed  until  the  present  day;  and  tiiat  the 
benefit  of  the  whole  oil  trade  that  has  come  to  the  consumer  has  come  through 
the  great  organizations  of  oil  men?  Are  we  to  understand  by  your  testimony  tluit 
the  stronger  the  producers  and  refiners  have  been  and  the  more  they  have  been 
united  in  finding  a  stable  market,  the  more  the  consumer  has  gained? — ^A.  I 
beUeve  that  is  true. 

Q.  That  is  your  observation?— A.  Yes. 

Q.  And  the  credit  of  the  suppression  of  the  inordinate  speculation  in  1876  and 
later  is  due  entirely  to  the  proaucer  and  the  refiner,  as  well  as  stable  rates  of 
transportation  and  stable  and  cheap  prices  to  the  consumer?  Are  we  to  under- 
stand that  that  is  the  gist,  so  to  speak,  of  your  remarks,  or  have  you  something 
further? — ^A.  Well,  the  producer  is  a  man  of  energy  and  force,  and  his  tendency 
has  usually  been  in  the  direction  of  overproduction;  he  has  been  entirely  uncon- 
trollable. Show  him  an  oil  field  and  he  runs  off,  wild  and  excited,  and  no  matter 
what  the  conditions  are,  he  will  drill  as  soon  as  he  can  g^et  the  means,  regardless 
of  what  others  are  doing.  That  is  his  right;  he  is  injuring  himself  as  much  as 
others. 

OVERPRODUCTION  AND  SPECULATION  THE  CAX7SE  OF  SMALL  PROFITS  TO  PRODUCERS. 

Q.  You  say  you  regard  overproduction  as  the  cause  of  small  profits  to  the  pro- 
ducer?— ^A.  Overproouction  and  speculation. 
Q.  And  speculation? — ^A.  Yes,  and  speculation.    But  overproduction  has  been 
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something  that  has  bothered  them  for  more  than  thirty  years.  We  noticed  yes- 
terday that  in  1882  it  was  necessary  to  torn  the  stopcocks  on  the  weUs,  and  every 
year  or  two  since  there  have  been  movements  to  cnrtail  production,  all  due  to  the 
energy  of  the  producers. 

Q.  (6v  Mr.  OMTTH.)  Has  the  consumption  of  oil  gradually  increased  year  after 
year?— A.  Yes. 

Q.  Has  it  kept  pace  with  production?— A.  Yes;  I  should  say  it  has  substantially 
kept  pace  with  production,  out  the  price  at  which  it  was  offered  has  had  much  to 
do  with  that.    A  reduction  of  the  price  alwavs  induces  consumption. 

Q.  (By  Mr.  Fabquhab.)  What  effect  has  tne  cheap  crude  oil  on  the  refined  oil 
profits?— A.  Weill  I  can  not  say  whether  or  not  the  manufacturer's  profits  are 
very  largely  controlled  by  the  price  of  crude  oil.  When  he  buvs  crude  cheap  he 
can  not  sell  refined  very  mgh,  Ixscause  the  competition  of  the  refiners  is  too  actiTe 
for  that,  and  competition  among  the  refiners  controls  the  prices  to  the  producers 
very  much  in  the  same  manner.  I  should  say  that  in  a  period  of  very  low  prices 
the  refiners  suffered  equally  with  the  producers. 

Q.  There  is  a  sensitive  touch  between  the  two?— A.  Yes,  there  is  a  sensitive^ 
ness  between  the  two.  At  a  medium  price  thev  succeeded  better:  that  is,  at  a 
psice  la^ge  enough  to  make  it  remunerative  for  the  refiner  and  to  indpce  consump- 
tion. There  has  to  be  a  medium  beyond  which  it  is  dangerous  to  go  on  either 
side. 

Q.  Testimony  has  been  given  before  this  commission  which  indicates  a  great 
deal  of  the  dissatisfaction  and  grumbling  on  the  part  of  the  producer,  testimony 
which  goes  to  ^ow  that  the  producer  is  the  only  one  that  is  affected  injuriously 
in  the  whole  business.  It  indicates  that  the  refiners  are  making  money  while  the 
producers  are  losing.  They  have  to  take  the  rates  that  the  Standard  puts  as  weU 
as  their  own  association,  wnich  follows  the  Standard,  as  we  understand  it.  Now, 
as  a  business  proposition,  can  the  producer  ever  ask  to  divide  the  profit  with  the 
manufacturer? — ^A.  I  should  think  not. 

PBODUCEBS  HAVE  NOT  BEEN  ABLE  TO  BEOULATB  THE  PBODUCTION  OF  OIL. 

Q.  Does  it  not  legitimately  belong  to  the  producers  to  so  regrnlate  their  own  out- 
put, trade,  and  business  that  they  will  conserve  their  interest  in  producing  the 
oil  and  selling  it  to  the  refiner?  Can  they  legitimately  share  in  any  profit  beyond 
that?— A.  I  should  think  not.  It  has  been  their  constant  aim  to  regn^te  their 
supply,  but  the  business  is  one  that  is  uncontrollable  by  reason  of  new  producers 
constantly  coining  in  with  new  fields.  The  conditions  change  continually  now. 
If  it  were  possible  to  form  a  combination,  as  did  the  men  who  produced  oil  on  Oil 
Creek  in  1870,  when  they  formed  their  producers'  agency,  their  cori)oration,  and 
their  limited  partnership  companies  with  a  subscribed  capital  and  the  declared 
purpose  to  retire  the  surplus  x)ortion  of  the  oil,  a  combination  so  close  as  to 
embrace  everybodv  in  the  business,  the  same  prices  might  exist  to-day,  and  we 
mif^ht  be  paying  the  prices  that  were  current  m  Cincinnati  at  the  close  of  1865. 
If  it  were  possible  to  do  that,  the  producers  could  in  that  case  control  their  out- 

gut  and  ask  and  receive  anything  they  wanted  for  oil.  The  ox)ening  of  new 
elds,  as  I  remarked,  brings  in  a  class  of  new  producers.  Take,  for  example,  the 
Parkers  Landing  field,  opened  entirely  by  what  we  now  call  tenderf eet,  farmers, 
stock  companies,  persons  owning  a  fraction  of  an  interest.  I  happened  to  be  pres- 
ent during  the  ^eater  part  of  the  development  of  that  field,  and  I  believe  1  am 
reasonably  familiar  with  oi>erations  of  that  kind. 

Q.  (By  Kepresentative  Livingston.)  Do  I  understand  you  to  say  that  the  pro- 
ducers' organization  is  distinct  from  the  refiners'  organization?— A.  Yes. 
•    Q.  Why  do  not  the  producers  refine  their  own  oil  and  get  rid  of  these  refiners?— 
A.  They  have  attempted  that  in  many  cases. 

Q.  Why  is  it  that  they  failed?— A.  Well,  for  that  I  shall  have  to  refer  you  to 
the  officers  of  the  association. 

Q.  Do  I  understand  you  to  say  now  that  the  producers  are  able,  that  they  have 
capital  and  brains  enough  to  produce  the  oil? — A.  They  certainly  have. 

O.  Do  I  understand  y^ou  to  say  that  they  can  not  refine  their  own  oil  independ- 
ently of  that  organization?— A.  I  can  answer  that  in  this  way:  They  never  have; 
they  have  attempted  it  and  failed. 

Q.  Have  they  not  been  able  to  combine?— A.  The  failure  does  not  seem  to  be 
due  to  lack  of  combination;  they  have  combined  readily  enough. 

Q.  (By  Mr.  Farquhab.)  The  combination  has  never  stood?— A.  The  combina- 
tion has  stood,  but  it  seems  to  be  a  matter  of  experience. 
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Q.  (By  BepreBentative  Livinqston.)  What  is  the  reason  for  that?  Why  is  it 
-Uiat  tney  are  laboring  at  a  disadvantage  in  the  refining  of  the  oil?  Why  do  they 
zi.ot  put  up  their  own  refineries  and  refine  all  they  make  and  get  all  there  is  in 
it? — ^A.  They  do  not  do  it;  we  know  that. 

Q.  (By  Mr.  Smyth.)  It  is  usually  considered'as  a  separate  business?— A.  It  is  a 
separate  business. 

HOW  THE  PRODUCSRS  ARE  HANDIOAPPED. 

Q.  (By  Representative  Livingston.)  If  one-third  of  the  oil  producers  should 
OT^nize,  could  they  not  control  the  price?  I  know  that  if  one-third  of  the  cotton 
iraisers  will  organize  they  can  control  the  price  of  every  bale  of  cotton  all  over  the 
country;  I  know  it  is  also  true  of  the  wheat  raisers.  Now,  could  not  one-third  of 
tlie  oil  producers  organize  and  therebv  ^et  rid  of  all  this  handicapping?— A.  They 
could  organize  up  to  the  point  of  estaolishing  manufactories;  but  tne  manufactur- 
ing talent  and  exuerience  and  the  merchandisiiig  talent  and  experience  might  be 
-wanting  among  tne  producers. 

Q.  Would  the  railroads  stand  in  the  way  of  their  organization?  Is  that  one  of 
tlie  impediments?— A.  I  agree  with  what  has  been  said  about  the  earlv  conditions 
in  the  oil  business.  The  refiners  being  able  to  oflFer  inducements  to  tne  railroads 
in  the  way  of  very  large  shipments,  obtained  some  concessions  which  enabled 
tbem  to  tide  over  a  time  when  they  needed  assistance  very  much. 

Q.  It  is  very  important  for  this  commission  to  know  whether  the  railroads  or 
any  other  combinations  or  corporations  whose  franchises  have  been  granted  by  the 
States  or  the  General  Government  stand  in  the  wav  of  the  producers.  I  do  not 
see  why  they  do  not  organize.  If  it  is  the  railroads  or  any  other  organizations 
having  franchises  or  charters  that  stand  in  the  way  of  a  legitimate  profit  from 
their  oil  it  ought  to  be  known?— A.  I  am  leading  up  to  that  point  in  discussing 
the  existing  organization  of  the  producers. 

Q.  (B:^  Mr.  Phillips.  )  Now,  is  it  not  a  matter  of  sworn  testimony  by  the  pres- 
ent president  of  the  Pennsylvania  Railroad  that  the  Standard  Oil  Company 
received  over  $10,000,000  in  rebates  in  about  fourteen  months  in  the  early  days? — 
A.  I  do  not  so  understand  it.  I  understand  that  certain  testimony  was  given  by 
the  present  president  of  the  Pennsylvania  Railroad,  certain  figures  stated,  and 
that  certain  deductions  have  been  made  from  those  figures  by  another  person  who 
did  not  testify.  The  deductions  of  this  person  are  given  as  the  testimony  of  the 
president 

Q.  I  think  there  is  a  document*  there A.  (Interrupting.)  I  am  referring  to 

that  document.  My  remarks  apply  to  it.  The  president  did  not  testify  to  the 
fi^^res  and  he  gave  no  sums.  There  is  nothing  stated  in  the  testimony  about  any 
sums  of  money  received. 

Q.  They  paid  rebates  to  someone  of  something  over  $10,000,000  in  fifteen 
months?— A.  He  did  not  say  that;  the  president  diet  not  so  testify. 

Cj.  My  recollection  may  be  incorrect.  It  is  in  that  volume  there. — ^A.  It  is  in 
that  volume  in  the  testimony  of  Mr.  Lewis  Emery,  jr.  He  testified  to  that,  and 
it  is  his  own  testimony.* 

Q.  Was  it  not  Mr.  Cassatt's  testimony?— A.  He  goes  further  than  Mr.  Cassatt. 
Mr.  Cassatt  testifies  as  to  the  operations  of  his  own  road;  and  Mr.  Emery  takes  it 
for  granted  that  the  three  other  roads  within  the  pool  at  that  time  conceded  the 
same  rate,  and  ui)on  this  he  checks  the  entire  production  for  the  period  of  17^ 
months.  He  takes  the  total  production  for  that  period.  During  that  period  he 
was  shipping  to  the  seaboard  oy  his  pipe  line  and  by  water  as  much  as  2,000  bar- 
rels a  day,  and  he  includes  that.  The  trouble  is  that  his  figures  cover  oil  that 
does  not  go  over  any  railroad.  These  roads  were  from  the  producing  regions  to 
the  seaboard.  There  were  shipments  westward  to  which  this  does  not  apply," 
shipments  from  Pittsburg,  and  shipments  from  Huntington  over  the  Chesapeake 
and  Ohio  to  Norfolk. 

THE  EFFECT  OF  OVERPBODUCTION  ON  PRODUCERS  RESUMED. 

I  have  said  that  the  ills  of  the  jjroducers  proceed  largely  from  overproduction 
and  from  speculation.  On  the  point  of  overproduction  we  will  read  the  circular 
issued  in  1870  in  connection  with  the  first  organized  movement  for  the  betterment 
of  the  producing  trade. 

*■  Congressional  Investigation  of  1888.  _ 

>SeeMr.  Archbold,  pp. 614^16;  Mr.  Emery, pp. 600, Ml. 
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Q.  (By  Repreeentatiye  Livingston.)  Now,  is  that  on  the  point  of  overprod 
tion?^A.  On  overiffodaction;  yes.    (Beading.) 

Office  of  the  Sboretabt  of  the 
Pbtbolbum  Producers'  Association  of  Pbnnstlvakia, 

Reno,  Pa.  J  AprH  S5,  1870. 

Dear  Sir:  This  association  is  a  volnntary  organisation  **  for  the  protection  and 
promotion  of  the  interests  of  oil  producers.''  Its  objects  are  declared  to  be  ^*  the 
collection  and  dissemination  of  valoable  statistics  and  information  respecting  the 
production  of  petroleum,  the  securing  of  the  most  advantageous  facilities  for 
transportation,  the  protection  of  the  producing  interest  against  unfriendly  legis- 
lation and  against  all  unjust  exactions  oy  whatever  means  threatened  or  attempted, 
and  the  general  improvement  of  the  methods  of  producing  and  handling  oil. 

Any  person  actually  engaged  in  the  production  of  crude  petroleum  may  become 
a  member  of  the  association,  with  the  consent  of  two-thirds  of  the  managers 
present  at  a  regular  meeting  of  the  board,  upon  subscribing  the  constitution  and 
paying  a  membership  fee  of  $5. 

Among  other  thinn,  the  association  is  en^Aged  in  the  preparation  of  a  fnll 
report  every  month  of  the  production  of  oil  in  Pennsylvania,  embracing  informa- 
tion of  value,  not  onlv  to  oil  producers,  but  to  all  who  feel  an  interest  in  the 
progress  of  the  oil-proaucing  business. 

TniB  report  is  made  up  by  districts  from  detailed  reports  of  farms  and  single 
wells,  ana  its  correctness  is  verified  by  the  personal  visitation  of  all  the  districts 
by  a  special  canvasser  of  ability  and  integrity,  employed  for  the  purpose  by  the 
association.  The  report  exhibits  monthly,  in  a  compact  table,  by  oistricts  and  in 
the  aggregate,  the  number  of  barrels  of  oil  on  hand  at  the  wells,  the  amonnt  of 
oil  delivered  from  the  wells,  the  aggregate  production  for  the  month,  the  average 
production  per  day,  the  number  of  wells  producing,  average  daily  production  per 
well,  the  number  of  wells  being  drilled,  the  number  of  wells  commenced,  the 
number  of  wells  completed,  the  number  of  wells  abandoned,  the  number  of 
abandoned  wells  resumed,  the  capacity  of  iron  twikage,  the  number  of  barrels  of 
oil  stored  in  iron  tankage.  These  statements  afford  a  concise  view  of  the  condi- 
tion and  progress  of  the  oil-producing  business  essential  to  an  intelligent  compre- 
hension of  it  by  operators  and  dealers  in  oil.  It  is  designed  to  extend  the  scope 
of  the  report  so  as  to  embrace  the  local  shipments  by  railroad  and  river,  tne 
stocks  of  oil  in  hands  of  refiners,  amount  of  crude  and  refined  in  store  at  home 
and  abroad,  the  foreign  shipments,  etc. 

The  amount  of  money  realized  from  adjoining  fees  of  members  is  wholly  insuf- 
ficient, after  providing  for  the  necessary  current  expenses  of  the  association,  to 
defray  the  constant  exx)en8e  of  preparing  and  publishing  these  reports,  and  at  the 
last  meeting  of  the  board  of  managers  of  the  association  the  following  resolutions 
were  adopted: 

**Resolv€dy  That,  for  the  purpose  of  securing  funds  to  meet  the  expenses  of  the 
association,  each  member  be  requested  to  contribute,  as  member^p  dues,  $5  at 
the  beginning  of  each  calendar  year;  and  that  the  secretary  be  directed  to  fur- 
nish each  member,  who  shall  have  paid  the  annual  dues  as  above  provided,  a  copy 
of  each  Monthly  Report  of  Production  in  circular  form. 

BeBolved,  That  the  Secretary  be  authorized  to  regularly  furnish  at  $5  per  year, 
to  all  persons  who  may  subscribe  therefor,  a  copy  in  circular  form  of  the  Monthly 
Report  of  Production,  and  that  he  be  authorized  to  furnish  to  all  members  ana 
subscribers  entitled  to  receive  the  Monthly  Report,  as  above  provided,  additional 
copies  to  their  own  addresses,  for  gratuitous  distribution  only,  at  such  rates  as  he 
may  prescribe,  not  exceeding  |1  per  copy. 

As  authorized,  extra  copies  of  the  report,  printed  upon  good  strong  paper,  of 
light  weight,  to  cheapen  postage,  will  be  furnished  to  members  of  the  association 
not  in  arrears  for  annual  dues,  and  to  regular  subscribers  to  the  report,  to  their 
own  addresses,  for  gn^atuitous  distribution  only,  upon  the  following  terms : 

One  copy  each  month  for  the  year $1.00 

Two  copies  each  month  for  the  year 1.75 

Each  aoditional  copy  for  the  year 50 

All  persons  engaged  in  the  production  ot  petroleum,  either  x)ersonally  or  as 
members  of  petroleum  mining  companies,  are  urgently  requested  to  become 
members  of  tne  association ;  and  those  who  are  not  eligible  to  membership,  but 
who  feel  an  interest  in  the  success  of  the  association,  are  respectfully  invited  to 
subscribe  for  the  report  as  a  means  of  promoting  the  objects  of  the  association. 

It  is  suggested  to  petroleum  mining  companies  that,  while  they  can  not  as  cor- 
porations become  members  of  the  association,  it  would  be  gratifying  to  receive 
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from  each  company  such  a  contribution  to  the  funds  of  the  association  as  would 
cover  a  membership  fee  for  at  least  each  of  the  officers  of  the  company  and  mem- 
bers of  the  board  of  directors,  together  with  such  of  its  employees  as  they  may 
see  fit  to  constitute  members  of  the  association.  In  addition  to  the  advantage  of 
having  each  one  who  may  be  engaged  in  carrying  on  the  oi)era1ions  of  the  com- 
X>any  tnoroughly  posted  in  the  statistics  and  facts  relating  to  the  petroleum  busi- 
ness, the  presentation  of  a  membership  in  the  association  to  an  employee  would 
be  a  judicious  method  of  expressing  appreciation  of  his  services  and  of  increasing 
bis  intelligent  interest  in  the  business. 

Please  make  remittances  by  post-office  order,  or  by  draft  when  convenient, 
addressed  to  F.  W.  Hastings,  esq.,  assistant  secretary,  at  Franklin,  Venango 
County,  Pa. ,  who  will  acknowledge  the  same  as  received,  and  forward  receipts 
therefor  signed  by  the  secretary  and  treasurer  of  the  association.  Be  careful  to 
^ve  accurately  and  fully  the  name  and  post-office  address  of  members  and  sub- 
scribers, that  no  errors  may  occur  in  acknowledging  receipts  and  sending  reports. 

Please  favor  the  association  by  such  subscriptions  as  you  may  be  able  to  make 
or  secure. 

Bespectfully,  C.  V.  Culver, 

Secretary  of  the  Petroleum  Producers' Association. 

Q.  (By  Mr.  Philups.)  What  date  was  that?— A.  April  25, 1870.  As  production 
proceeded  the  consumption  did  not  keep  pace  with  it.  There  was  a  constant 
increase  in  the  supply  above  gp^ound.  It  became  apparent  that  further  efforts 
were  required  for  the  betterment  of  the  trade.  A  concern,  known  as  the  Pro- 
ducers* Agency,  with  a  stated  cai)ital,  was  therefore  organized  to  purchase  from 
the  producers yrithin  this  association,  a  certain  amount  of  oil  x>er  day  or  per  month 
and  retire  it,  or  store  it  and  keep  it  off  the  market  to  the  disadvantage  of  the 
consumer.  It  will  be  sufficient  to  state  briefly  what  they  proposed  and  expected 
to  do  by  the  retiring  plan. 

Q.  Was  that  ever  carried  into  effect? — ^A.  It  was  carried  into  effect  to  the  extent 
of  an  organization. 

Q.  It  never  had  any  effect  on  the.  market.  The  money  was  not  subscribed,  the 
plaii  was  not  carried  out? — A.  The  money  was  partiiJly  subscribed  and  the  organ- 
ization effected.  I  am  attempting  to  show  the  efforts  the  producers  were  con- 
stantly making  for  the  betterment  of  their  own  condition  and  that  was  an  effort 
to  put  their  business  on  a  paying  basis. 

6.  Was  it  an  effective  one? — ^A.  It  was  not. 

<^.  (By  Representative  Livingston.)  Tell  us  why? — ^A.  The  only  reason  I  can 
assign  is  the  constantly  varying  condition  of  thie  oil  trade.  With  every  change 
in  the  field  new  men  were  brought  into  the  business  and  they  were  generally  the 
most  energetic  and  aggressive  of  producers.  They  went  on  regardless  of  the 
experience  of  others. 

WHAT  IS  MEANT  BY  OVERPRODUOTION. 

Q.  What  do  you  mean  by  the  overproduction? — A.  I  mean  more  than  would  be 
consumed  at  remunerative  prices  at  the  time. 

Q.  You  mean  more  oil  than  the  world  would  consume? — A.  More  oil  than  the 
world  would  consume  at  that  time;  the  facilities  for  taking  care  of  a  large  sur- 
plus production  were  not  in  existence  at  that  time. 

Q.  How  much  have  the  producers  and  refiners  ever  had  that  they  carried  over 
18  months? — ^A.  Forty  million. 

Q.  Forty  million  barrels?— A.  Forty  miUion  barrels;  yes.  They  had  40,000,000 
barrels  that  they  carried  substantially  for  10  years.  At  the  end  of  10  years,  at 
the  x>oint  of  highest  production,  there  still  remained  81,000,000  barrels.* 

Q.  (By  Mr.  Smyth.)  Was  that  carried  by  one  or  more  parties  or  by  the  trade 

fenerally?— A.  It  was  carried  by  the  trade  generally  but  the  storage  was  supplied 
y  oneparty. 

Q.  Who  was  that  party?— A.  The  National  Transit  Company. 

Q.  (By  Mr.  Clarke.)  Is  it  not  a  fact  that  the  existence  of  that  quantity  of  oil 
in  the  world  available  for  the  market  under  existing  conditions  had  the  effect 
of  preventing  the  very  object  they  sought  to  accomplish?— A,  By  this  organization? 

Q.  Yes. — ^A.  Undoubtedly. 

Q.  (By  Bepresentative  Livingston.  )  During  the  time  they  carried  that  surplus 
oil  was  the  price  lessened  to  the  consumer? — A.  Not  materially,  but  gradually. 

Q.  Explain  why  it  is  that  a  surplus  like  that  did  not  lessen  tne  price  to  the  con- 
sumers.— ^A.  Are  you  speaking  now  of  the  year  1870  or  the  time  of  the  greatest 
production? 


1  See  table  of  stocks,  p.  436. 
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Q.  At  any  time.— A.  My  reply  was  on  the  aasamptioii  that  yonr  qnestioii 
referred  to  the  period  of  1870.  There  was  no  material  redaction  then,  bnt  at  the 
point  of  the  greatest  production  and  qnantity  of  stocks  there  was  a  very  material 
rednction  in  price. 

Q.  Do  you  catch  my  oneetion?  Ton  say  the  price  to  the  consumer  was  not 
materially  reduced,  why  not?— A.  My  answer  assumed  that  your  qnestioii 
referred  to  1870. 

Q.  Well,  at  any  time?— A.  (Interrupting.)  I  will  change  my  answer  in  that 
event,  and  sa^r  it  was  greatly  reduced. 

S.  At  any  time  ?— A.  Tes,  at  some  time  it  was  greatly  reduced. 
.  (By  Mr.  Smtth.)  Owing  to  this  lai^  surplus?— A.  Owing  to  this  large 
surplus.    I  did  not  mean  to  give  an  evasive  answer.    I  will  state  that,  at  the 
period  of  the  large  surplus,  the  price  to  the  consumer  was  gradually  lessened. 

Q.  (By  Representative  Livinoston.)  Is  that  the  time  of  the  forty  miliions? — 
A.  That  was  at  the  time  of  the  forty  millions. 

THE  PBICE  OF  BSFUHVD  OIL  HAS  BXEM  CON8TANTLT  BXDUCKD. 

Q.  What  was  the  reduction ?— A.  To  the  producer? 

U.  No,  to  the  consumer.— A.  To  the  consumer  from  the  prices  we  have  notioed 
at  uincinnati  in  1865 

Q.  (Interrupting.)  No,  no,  I  do  not  want  any  dates.  I  want  to  know  what  tiie 
reduction  was  when  you  had  the  big  surplus  of  oil?— A.  WeU,  it  was  reduced  to  8 
or  10  cents  a  gallon.    I  can  tell  yon  precisely  in  a  moment. 

Q.  Take  it  for  granted  that  it  was  10  cents,  did  you  regain  that  loss? — A.  It 
does  not  appear  that  there  was  a  loss.  I  believe  that  oil  was  sold  at  a  profit  at  the 
time. 

Q.  Was  the  price  ndsed  to  the  consumer  later  on  when  the  surplus  disap- 
peared?—A.  I  think  not. 

Q.  It  remained  there? — A.  It  remained  there ;  kept  decreasing. 

Q.  It  is  a  fact  that  the  price  of  refined  oil  has  heea  steadily  decreasing  for  the 
last  15  or  20  years?— A.  (Constantly. 

XOVXHENTS  IN  THE  PRICE  OF  STOCK  COXPABED  WITH  XGVEliENTB  IN  THE  PRICK 

OF  OIL. 

Q.  Did  the  stock  in  the  companies  also  gradually  decline?-*A.  The  stock  of  ail? 

Q.  No;  I  mean  the  stock  in  these  corporations.  Did  the  value  of  the  Standard's 
stock  decrease  with  the  decrease  in  the  price  of  oil?— A.  I  think  not. 

Q.  fBy  Mr.  Smtth.)  I  8upi)06e  the  cost  of  handling  oil  has  decreased  very 
much?— A.  Tes;  very  much;  great  improvements  have  been  made. 

Q.  (By  Representative  Livinoston.)  Now,  if  the  price  of  oil  has  decreased  to 
the  consumer  on  account  of  the  surplus,  and  the  price  of  the  stock  has  not,  will 
you  exj^lain  whv?— A.  Well,  I  will  answer  that  in  this  way:  If  there  were  any 
profits  m  manufacturing  then  by  any  particular  company,  it  might  be  said  that 
it  was  due  to  the  larger  volume  handled  and  manufactured,  the  reduced  rate  of 
profit  being  made  up  on  a  very  large  quantity.  But  let  me  say  that  the  profits  are 
not  all  with  the  Standard  Oil  Company,  The  producers  in  the  meantime  have 
made  enormous  profits. 

Q.  I  understand  that,  although  the  price  of  oil  decreased  and  you  were  carrying 
a  laxge  surplus,  the  value  of  the  stock  of  the  Standard  Oil  Company  increased? — 
A.  The  cost  of  producing  and  refining  oil  decreased  very  materially  in  the  fol- 
lowing years. 

Q.  It  seems  as  though  that  did  not  depend  upon  the  cost  of  production  or  any- 
thing else.  It  seems  to  be  continuidly  foing  up;  do  you  know  what  it  la  worth 
now?— A.  I  have  not  heard  any  quotations  of  the  value  of  the  stock;  I  am  not 
prepared  to  express  an  opinion  upon  that. 

THE  OBJECT  OF  THE  PETBOLEC7M  FRODUOEES'  AaENOT. 

Q.  (By  Mr.  Farqtthar.)  It  is  a  good  deal  like  the  Chemical  Bank  of  New 
York?— A.  Now,  the  purpose  of  the  agency  formed  by  the  Petroleum  Producers' 
Association,  which  was  created  in  1869  and  1870,  is  contained  in  a  few  words  in 
what  is  called  the  practical  exhibit.    (Reading:) 

''  The  establishment  of  the  Petroleum  Producers*  Agency  is  expected  to  accom- 
plish among  others  these  important  things: 

'*  1.  It  will  prevent  unwise  competition  between  producers  and  sellers,  by  tak* 
ing  advantage  of  which  buyers  contrive  to  depress  prices. 
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**2.  It  win,  as  a  resnlt,  secure  a  fair  price  for  whatever  amonnt  of  oil  the  world 
requires— unaffected  by  the  fact  that  there  is  more  produced  than  the  consump- 
tion demands. 

''  3.  The  surplus  oil  being  kept  in  the  control  of  the  agency,  it  can  not  be  used 
by  anyone  to  manipulate  or  depress  the  market  prices. 

**4.  The  surplus  oil  placed  m  tank  exactly  represents  the  overproduction  and 
unerringly  indicates  its  extent  and  increase," 

O.  (By  Representative  Livingston.)  I  understand  from  that  that  you  will 
make  more  money  by  holding  oil  than  you  can  by  putting  it  on  the  market? — A. 
That  is  it,  precisely;  that  is  the  whole  subject  in  a  nut  shell.  (Continues 
readinff:) 

"  5.  No  concealment  or  misrepresentation  can  be  made  of  the  stock,  or  over- 
production to  unduly  affect  prices. 

'*6.  Everv  producer  being  the  holder  of  a  tank  receipt  representing  his  share 
of  the  surplus  oil  is  doubly  interested  in  restraining  overprGduction—because  he 
suffers  botn  from  the  inabilitv  to  realize  upon  his  receipt  for  oil  in  tank  and  from 
having  to  deduct  from  the  value  of  his  production  the  value  of  that  required  to 
be  placed  in  tank  and  the  cost  of  tanking  it. 

^'  7.  The  effect  of  competition  and  of  the  lack  of  it  in  buying  and  selling  crude 
oil  is  shown  by  the  fact  that  with  an  established  demand  for  16,000  barrels  of  oil 
a  day  and  a  production  of  the  same  amount,  the  advantages  of  the  buyers  and 
sellers  are  so  nearly  balanced  that  $5  a  barrel  will  be  freely  paid  by  the  buyer  and 
accepted  by  the  seller— yielding  |80,000  a  day  for  the  gross  production;  but  if  the 
production  should  fall  off,  say,  1,000  barrels  a  day^,  competition  between  buyers 
^would  exist  to  such  an  extent  that  $6  would  be  just  as  readily  paid  and  be  readily 
accepted,  making  $90,000  for  the  whole.  If  the  production  should  still  further 
decrease  so  as  to  not  exceed  14,000  barrels  a  day,  the  price  would  promptly  advance 
to  over  |7,  and  realize  at  least  $100,000  for  the  total.^* 

Q.  Make  a  little  explanation  right  there.  Would  that  be  independent  of  the 
snrplus  carried?  Would  the  price  vary  notwithstanding  the  surplus?— A.  The 
surplus  would  be  retired  and  kept  out  of  the  way  when  the  market  advanced. 

Q.  Your  answer  is  yes?— A.  Yes.    (Continues  reading:) 

''  If,  however,  the  advantage  were  to  turn  the  other  way,  as  would  soon  be  the 
case  with  such  stimulating  prices,  and  the  production  should  reach,  say,  17,000 
barrels,  exceeding  the  demand  by  1,000  barreb^the  competition  would  be  between 
the  sellers  instead  of  the  buyers,  and  the  price  would  decline  to  $4  a  barrel,  mak- 
ing $68,000  for  the  daily  production;  with  less  readiness  18,0()0  barrels  would 
bring  at  most  $3.50  per  barrel,  or  $68,000  in  the  aggregate,  while  19,000  barrels 
would  hardly  find  purchasers  at  $3  per  barrel,  or  $57,()00  for  the  daily  product, 
and  a  production  of  20,000  barrels  would  not  command  $2.50  per  barrel,  or  less 
than  half  the  amount  that  a  production  of  14,000  barrels  would  readily  command, 
and  apparent  permanent  production  in  excess  of  20,000  barrels  would  so  thoroughly 
demoralize  the  market  as  to  make  petroleum  without  a  reliable  quotation." 

Twenty  thousand  barrels  there  was  considered  a  very  extravagant  estimate  of 
the  production.  If  it  ever  reached  that  the  business  would  not  only  be  a  losing 
one,  but  there  would  be  no  market  whatever.    (Continues  reading:) 

**  The  logic  of  this  undeniably  correct  statement  has  a  thousand  times  suggested 
that  it  would  be  a  profitable  speculation  to  buy  the  entire  production  at  the  price 
which  is  current  wnen  production  is  largely  in  excess  of  demand,  and,  reserving 
only  so  much  as  the  market  would  actually  recjuire,  to  set  fire  to  the  remainder, 
put  it  out  of  existence,  and  Uiereby  realize  twice  as  much  from  the  remainder  as 
the  whole  cost." 

Q.  That  would  be  justifiable,  would  it?--A.  That  is  what  they  say  here.  (Con- 
tinues reading:) 

*'  Wanton  as  the  destruction  of  such  valuable  material  would  be,  but  one  con- 
sideration has  prevented  its  accomplishment  long  ago  as  a  speculation — that  is, 
the  great  advance  in  price  which  would  naturally  result  from  Its  consummation 
would  so  stimulate  production  as  to  entail  upon  the  enterprising  speculator  the 
X)08sibility  of  loss  by  a  second  stock  larger  than  the  first. 

''There  is,  however,  a  common-sense  method  of  accomplishing  a  better  result 
by  better  means.  The  oil  is  too  valuable  to  destroy  or  waste;  and  to  withdraw 
l^e  supply  from  competition  with  the  amount  which  the  world  requires  would 
enable  tne  producer  to  realize  &  fair  price  for  what  is  sold  and  retain  the  surplus 
without  other  cost  than  that  ot  putting  it  in  tank.  But  who  shall  do  this?  If  any 
individual  or  firm  or  company  were  to  undertake  it  they  would  find  their 
resources,  however  large,  eventually  exhausted,  only  to  make  a  market  for  an 
enli^ed  production  stimulated  by  their  enterprise. 

«» l£ere  is  but  one  way  to  secure  a  community  of  interest  among  producers:  By 
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affording  them  the  advantages  of  the  good  piioee  resulting  from  selling  tlutni^ 
oar  agency  without  competition,  and  compelling  them  to  bear  uniformly  the  bar- 
dens  and  losses  resulting  from  excessive  overproduction.  These  ends  are  aooght 
to  be  accomplished  through  the  agency,  whicn  undertakes  to  receive  all  the  oil 
produced,  to  pay  a  fair  price  for  what  the  world  will  consume,  and  to  tank  the 
surplus  at  the  cost  of  the  producer,  for  his  benefit. 

''  The  following  table  shows  the  practical  result  of  selling  16,000  barrels  of  crude 
oil  a  da^  at  $5  a  iMurel  and  storing  tiie  excess  at  the  expense  of  the  producer, 
estimating  the  cost  of  tankage  at  |1  per  barrel. 

''  Observe,  that  if  the  supply  is  not  m  excess  of  the  demand,  the  full  market  price 
will  be  x>aid  for  the  entire  production  as  fast  as  delivered,  so  that  there  would  be 
no  delay  in  making  payment,  and  no  tanking  of  surplus  oil. 

' '  The  table  is  only  to  show  what  would  be  the  result  to  the  producer,  the  demand 
being  for  16,000  barrels  a  day,  and  the  production  steadily  rising  from  17,000  to 
24,000  barrels  a  day. 

"  The  operation  of  the  plan  is  to  secure  the  producer  a  minimum  price  of  $5  a 
barrel  for  all  the  oil  which  can  be  sold— deducting  therefrom  only  the  conmiissions 
for  selling  the  oil  and  the  cost  of  tanking  the  surplus.  For  his  interest  in  the  sur^ 
plus  oil  in  store  and  in  the  tankage  he  has  a  receipt  estimated  in  the  table  at  a 
valuation  of  $8  a  barrel,  at  which  valuation  it  is  assumed  the  receipt  can  be 
readily  sold,  if  the  producer  proposes  to  realize  upon  his  entire  production  rather 
than  wait  for  the  surplus  oil  to  oe  marketed  at  a  nigher  rate. 

*'  The  table  shows  at  a  glance  what  the  producer  will  realize  from  the  advance 
made  by  the  agency,  what  the  proceeds  of  the  sale  of  the  oil  in  addition  to  the 
advance,  and  what  his  interest  m  the  stored  oil  is  worth  at  the  estimated  value. 
The  right-hand  column  shows  what  he  may  realize  per  barrel  at  once  on  his  entire 
production  by  selling  his  interest  in  the  tanked  oil  with  the  amount  marketed. 

**  The  advantage  to  producers— resulting  from  the  establishment  of  the  agency, 
by  wMch  the  rates  indicated  can  be  realized  from  sales  through  it — contrasted 
with  sales  made  in  competition  between  seUers,  is  so  marked  and  decided  that  it 
needs  only  the  simple  exhibit  to  prove  that  by  the  operations  of  the  agency,  at 
least  from  $1  to  $2  a  barrel  upon  the  entire  production  may  be  saved  to  the  pro- 
ducers at  large— amounting  in  the  aggregate  to  from  16,000,000  to  $13,000,000  a 
year." 
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Q.  (By  Mr.  Phillips.)  Now,  was  not  that  a  wild,  visionary  scheme?  It  did  not 
cause  a  ripple  in  the  oil  fields  at  the  time  it  was  presented,  and  there  were  very 
large  producers  that  never  heard  of  it. — ^A.  I  am  not  prepared  to  agree  with  you  in 
that  statement.  It  seems  to  me  there  was  a  very  considerable  discussion  of  it  in 
the  newspapers.  It  was  talked  over  at  various  points  in  the  region.  A  fund  was 
subscribed  for  it  at  that  time.  While  inoperative  it  was  owing  to  other  causes. 
It  failed  to  go  into  operation  because  of  the  enormous  production  at  that  time  in 
Butler  County.  Had  conditions  remained  as  they  were  when  it  was  contemplated 
it  would  have  undoubtedly  gone  into  effect. 

Q.  It  was  entirely  ineffective  and  inox>erative  and  was  not  received  generally 
by  the  producers?— A.  It  was  inoperative.  Here  is  substantially  the  same  plan, 
adopted  a  few  years  later  by  the  Petroleum  Producers*  Association.    This  one  was 
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effective.  Agencies  were  established  at  various  points  in  the  oil  regions  for  the 
purchase  of  oil.  Oil  was  bought  from  the  producers  and  sold  substantially  on  the 
same  plan  for  the  purpose  of  retiring  it,  as  may  be  seen  hj  the  report  of  tiie  com- 
mittee on  organization  of  the  Petroleum  Producers*  Association,  Limited,  adopted 
by  the  general  coxmcil  of  the  Petroleum  Producers*  Union,  of  which  Mr.  B.  B. 
Campbell  was  president.    That  was  a  partnership  afEair. 

Q.  Did  that  have  any  material  effect  on  the  prices  either  to  the  producers  or 
consumers?— A.  I  can  not  say  that  it  did.  But  it  was  an  effort  for  the  improve- 
ment of  trade  conditions  at  that  time.  An  address  by  the  general  council  of  the 
Petroleum  Producers'  Union  of  the  same  date  states  the  reasons  for  the  existing 
depi^ssion  and  ur^  producers  to  join  the  union.  To  this  movement  a  million 
dollars  was  subscribed. 

Cj.  Was  it  ever  paid  in?— A.  Well,  we  have  only  rejwrts  of  the  subscription, 
aclmowledgments  of  the  same,  and  the  fact  that  it  was  put  into  practical  opera- 
tion. A|[encies  were  established  at  various  points  in  the  oil  country  and  they  set 
up  opposition  buyers. 

Q.  Did  it  have  any  especial  effect  on  the  trade? — A  No  noticeable  effect.  It 
was  very  shortly  abandoned,  but  it  was  an  outgrowth  of  the  movement  inau- 
gurated by  D.  Armstrong  in  1877, 1878,  and  1879.  Benjamin  Campbell  succeeded 
to  the  chairmanship. 

RESTRICTIONS  ON  DRILLING  OPERATIONS. 

I  have  here  a  drilling  contract  to  which  reference  was  made  yesterday  that  I 
should  like  to  submit.  It  is  in  connection  with  a  movement  in  1887  and  1888  for 
the  restriction  of  operations  in  interior  drilling: 

Exhibit  IV. 
boundary  unb  drilling  oontraotb. 

N 

Whereas  excessive  waste  has  occurred  in  theS  past  from  the  prevalent  practice 
of  fighting  lines,  which  l^gely  increased  expenses  without  adding  permanently 
to  the  x>roduction,'  while  it  caused  a  spasmodic  and  temporarily  excessive  produc- 
tion, with  a  vicious  influence  on  the  market  price  of  petroleum: 

Now,  therefore,  to  correct  tiiis  waste  and  relieve  the  industry  from  the  evils  in 
the  future,  we,  the  undersigned  producers  of  petroleum,  do  hereby  agree  to  and 
with  each  other,  as  follows: 

First.  That  hereafter  the  number  and  location  of  wells  for  the  production  of 
X>etroleum  along  or  adjacent  to  the  exterior  boundary  line  of  any  producer  on 
either  side  of  said  line  shall  be  determined  by  the  agreement  of  the  producers 
interested  in  the  production  along  said  boundary  line,  or,  in  case  of  their  failure  to 
a^ee,  bv  three  arbitrators,  one  to  be  chosen  by  the  proaucer  or  producers  on  one 
side  of  tne  said  boundary  line;  one  to  be  chosen  bv  the  producer  or  producers  on 
the  other  side  of  the  said  boundary  line,  and  the  third  arbitrator  to  be  chosen  by 
the  two  so  chosen  by  the  producers  aforesaid. 

But  no  decision  of  sucn  arbitration  shall  be  permitted  to  deny  altojo^ther  the 
right  of  a  producer  to  drill  when  he  can  not  drill  at  all  without  drilling  within 
800  feet  of  the  boundarv. 

Second.  No  well  shall  be  drilled  on  or  within  800  feet  of  any  boundary  line 
until  its  location  shall  have  been  fixed  by  agreement  of  adjoining  producers  or  by 
award  of  arbitrators  as  hereinbefore  provided. 

Third.  This  agpreement  shall  apply  to  boundary  lines  between  subscribers  to  this 
contract,  and  not  then  at  points  where  one  not  a  subscriber  adjoins  and  drills 
within  800  feet  of  the  subscribers  hereto. 

Fourth.  Any  subscriber  hereto  who  shall  violate  this  agreement  shall  pay  to 
the  producer  or  producers  owning  or  operating  the  territory  adjoining  his  bound- 
ary line,  who  are  subscribers  hereto,  for  every  well  put  down  along  said  boundary 
line  contrary  to  this  agreement,  such  damages  as  may  be  awarded  by  three  arbi- 
trators, or  a  majority  of  them,  to  be  chosen  in  the  same  manner  as  herein  pro- 
vided lor,  the  fixing  of  the  number  and  location  of  wells  along  boundary  lines 
when  producers  do  not  agree.  Such  award  shall  be  final  and  conclusive,  and  for 
the  amount  so  awarded,  respectively,  shall  have  the  right  to  sue  and  recover 
against  offender  or  offenders,  as  if  this  contract  were  between  such  x)arties  only 
to  this  contract  for  this  purpose,  shall  be  considered  and  construed  a  several  con- 
tract, of  every  subscriber  to  and  with  every  other  subscriber  hereto. 

Fifth.  In  case  of  a  failure  to  agree  as  to  the  number  and  location  of  wells  along 
a  bounduy  line,  if  any  producers,  or  producers  subscribers  hereto  shall  neglect 
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or  refiue  to  choose  an  arbitrator,  as  provided  in  the  first  clause  of  this  contraet, 
in  that  case  the  executive  board  of  the  local  assembly  of  the  proper  district  of 
the  Prodacers'  Protective  Association  shall,  and  they  are  hereby  authorised  to, 
ai>point  a  suitable  person  to  act  as  such  arbitrator.  And  every  producer  shall, 
within  8  days  after  request  made  by  another  producer,  either  agree  or  appoint  his 
arbitrator  as  aforesaid,  or  he  shall  be  considered  in  default,  and  the  arbitrator 
shall  then  forthwith  be  appointed  by  the  executive  board  as  above  provided. 

Sixth.  Every  subscriber  hereto  further  agrees  that  should  he  convey  anv  or  all 
territory  at  any  time  to  other  parties,  he  will  make  such  conveyance  subject  to 
all  the  conditions  of  this  contract. 

Seventh.  Tins  contract  is  to  take  effect  on  and  after  September  8, 1888. 

nVTERIOB  DRILLIMO  CONTRACT. 

Whereas  abundant  territory  as  well  as  our  own  experience  teaches  us  that  the 
price  of  any  commodity  is  mainly  dependent  upon  the  relation  between  sujiply 
and  demand,  and  that  petrolexmi  is  no  exception  to  this  rule; 

And  whereas  the  excess  of  visible  supply  of  stocks  of  petroleum,  furnishing  an 
apx>arent  supply  largely  in  advance  of  the  immediate  demand,  has  been  and  still 
is  the  most  depressing  circumstance  which  affects  the  petroleum  industry; 

And  whereas  tiie  effect  of  our  ''shut  in"  of  production  for  8  months,  vdiile 
not  as  advantageous  as  we  had  hoped,  has  nevertneless  put  the  price  on  a  higher 
plane  tban  that  upon  which  it  had  previously  rested,  and,  as  we  believe,  has  pre- 
vented the  commodity  from  sinking  to  even  lower  prices  than  we  had  experience 
of  in  recent  years,  and  we  had,  therefore,  to  limit  the  production  by  a  moderate 
restraint  of  drilling,  as  demanded  by  the  interests  of  the  producers  of  petroleum 
until  the  stocks  are  reduced  to  an  amount  consistent  with  the  healthy  relation 
between  supply  and  demand,  and,  as  a  result,  the  receipt  of  remunerative  prices 
to  the  producers; 

Now,  therefore,  we,  the  undersigned,  producers  of  petroleum,  do  hereby  agree 
to  and  with  each  other  that  we  will  not  drill  any  weUs  for  the  production  of 
petroleum  on  any  farm  or  tract  of  land  owned  by  us,  except  along  or  adjacent  to 
exterior  boundary  lines  of  our  respective  properties,  to  a  greater  extent,  exclusive 
of  boundary-line  wells,  than  one  producing  well  for  each  $S0  acres  and  each  frac- 
tional part  of  20  acres;  provided  that  additional  wells  may  be  drilled  with  the 
consent  of  the  local  assembly  of  the  Producers*  Protective  Association  for  the  dis- 
trict in  which  the  particular  property  may  be  situated  and  of  tiie  general  execu- 
tive board  of  said  producers*  association,  or,  in  case  such  consent  can  not  be 
obtained,  upon  the  sillowance  of  the  arbitrators,  or  a  majority  of  them,  one  to  be 
chosen  by  tne  person  or  persons  desiring  to  drill,  one  to  be  chosen  by  the  local 
assembly  of  the  Producers*  Protective  Association  for  the  district  in  which  such 
property  is  situated,  and  the  third  by  the  two  so  chosen. 

And  we  further  respectively  agree  that  aU  conveyances  made  by  any  of  us  of 
oil  territory  during  the  continuance  of  this  contract  shall  be  made  expressly  sub- 
ject to  all  the  conmtions  of  this  agreement. 

This  agreement  shaU  continue  in  force  until  the  Ist  day  of  May,  1889,  but  may 
be  abrogated  before  that  date  by  the  votes  of  a  majority  of  the  general  assembly 
of  the  Producers*  Protective  Association,  and  such  general  assembly  shall  be  con- 
vened to  consider  the  question  of  abrogation  upon  tne  demand  of  one-third  of  the 
local  assemblies  of  said  association. 

ATTEMPTS  TO  IMPROVE  THE  CONDITION  OF  THE  BUSINESS  IN  1887  AND  1888. 

We  have  the  various  movements  known  as  shut-in  or  shut-down  movements  for 
the  betterment  of  the  oil  producers  from  1870  up  to  1887  and  1888,  omitting  that 
of  1884,  which  was  only  partially  successful.  I  will  read  a  few  notes  I  have  made 
on  the  subject  for  the  purpose  of  connecting  this  association  with  subsequent 
enterprises  in  which  the  producers'  association  started  new  pipe  lines  and  refin- 
eries, the  Pure  Oil  Company  embracing  the  whole  movement.    (Beading:) 

The  shut-down  movement  of  1887  and  1888,  in  which  the  Standard  Oil  Com- 
pany cooperated  with  the  producers  and  did  much  to  make  the  movement  a  suc- 
cess, was  no  doubt  the  most  successful  action  ever  inaugurated  by  the  producers. 

Having  its  inception  among  some  of  the  heavy  operators  in  the  Washington 
County  field,  it  extended  over  the  whole  region  and  embraced  all  but  a  very  few 
of  the  operators.  Its  scope  was  wider  ana  its  effect  greater  than  any  similar 
movement.  The  mutuality  of  interest  among  all  branches  of  the  trade  rendered 
its  success  certain.  Thus  we  find  that  the  producing,  refining,  land,  and  working 
interest  all  cooperated  to  make  the  movement  a  success  and  enhance  the  value  of 
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the  product  of  the  prodncer.  The  Taylorstown  operators,  controlling  6,372i  acres 
of  prodacing  territory,  early  in  June  entered  into  an  agreement  to  restrict  pro- 
duction. At  this  period  the  reduction  of  stocks  was  going  on  quite  rapidly,  l)ut 
the  market  was  in  the  sixties,  with  the  consumption  8,000  barrels  a  day  over  the 
production;  hence  the  conditions  were  favorable  for  the  inception  of  the  move- 
ment. On  Aug^t  2,  at  Bradford,  there  was  a  meeting  of  representative  pro- 
ducers at  the  invitation  of  H.  L.  Taylor,  of  Buffalo,  at  which  time  it  was  developed 
that  the  organization  pending  was  so  nearly  completed  as  to  insure  a  successful 
undertaking  of  the  work  mapped  out,  and  the  meeting  decided  to  postpone  action 
for  a  short  time.  About  the  same  time  the  P.  P.  A.  held  a  few  secret  meetings  in 
Bradford  in  the  interest  of  the  shut  down.  The  movement  became  the  subject  of 
much  discussion  in  the  newspapers,  and  its  probable  outcome  was  very  thoroughly 
discussed. 

The  sensational  press  got  in  its  work  on  this  movement  earl^r  in  the  game,  and 
among  other  things  given  publicity  by  the  Cleveland  Leader  m  connection  with 
the  shut-down  movement  was  a  series  of  propositions  which  implied  that  the  sole 
object  of  the  movement  was  a  battle  against  the  Standard  Oil  Gomx>any,  which 
allegations  were  promptly  denied  by  Mr.  E[irk.  The  Derrick  criticised  the  action 
of  one  man  in  Butler  County  who  was  alleged  to  be  hustling  to  get  down  all  the 
holes  he  could  while  the  preliminaries  of  the  shut  down  were  being  arranged.  In 
Butler  County,  in  the  Beibold  pool,  he  had  two  wells  doing  2,900  barrels  a  day. 
The  Derrick  made  a  couple  of  attempts  to  interview  him  on  the  subject  of  tiie 
shut  down,  but  he  maintained  a  strict  silence  ux>on  the  subject.  Early  in  Sep- 
tember there  were  meetings  of  the  P.  P.  A.  at  Bradford,  and  a  conference  of 
large  producers  at  Pittsburg^  which  included  D.  O'Day,  of  the  National  Transit 
Company.  The  operations  m  Butler  County  attracted  special  attention,  and  a 
special  to  the  Derrick  from  Butler  asserted  that  the  opjerator  was  a  shut-down 
man  in  name  only.  The  leading  producers,  about  the  middle  of  September,  had 
another  conference  at  Pittsburg  with  officials  of  the  Standard,  presumably  on 
matters  connected  with  the  shut-down  movement.  It  was  learned  from  Wash- 
inKton  County  that  McEeown  and  Willets,  two  of  the  largest  operators  in  the 
field,  had  refused  to  have  anything  to  do  with  the  movement,  contending  against 
the  shut-down  movement  as  a  means  of  bettering  the  conditions  of  the  trade, 
which  had  ^jeen  depressed  from  overproduction  for  10  years.  Some  i>ersons 
asserted  that  the  shut-down  movement  would  have  the  effect  of  bringingin  new 
producers,  with  the  result  of  defeating  the  very  object  of  the  project.  The  dis- 
cussion in  the  Derrick  of  the  shut-down  movement  covered  a  wide  scope,  and 
many  diversified  opinions  as  to  how  to  better  conditions  were  expressed^  but  the 
general  trend  of  opinion  was  largely  in  favor  of  the  shut  down.  The  production 
n-om  the  three  wells  in  the  Riebold  pool  amounted  then  to  5,000  barrels  daily,  and 
on  September  29  a  meeting  of  the  F.  P.  A.  was  held  at  Emlenton,  at  which  mat- 
ters pertaining  to  the  shut  down  were  considered  but  not  made  public.  At  tbdls 
same  meeting  and  among  the  Emlenton  producers  it  is  said  there  was  a  decided 
change  of  sentiment  toward  the  Standard  Oil  Company,  it  being  asserted  that 
but  for  the  Standard  the  Pennsylvania  oil  would  be  selling  at  50  cents  per  barrel. 
On  October  2  the  4  wells  at  Beibold  were  making  5,400  barrels  a  day,  which  might 
be  called  a  pretjby  strong  showing  for  a  man  worlang  for  the  success  of  a  shut-down 
movement.  There  is  no  intention  of  stating  that  his  actions  were  contrary  to 
contract;  evervthing  was  open  and  understood. 

At  the  middle  of  October,  N.  F.  Clark,  one  of  the  leaders  in  the  shut-down 
movement,  stated  that  80  per  cent  of  the  producers  had  joined  the  P.  P.  A.  and 
were  ready  to  get  into  the  snut  down;  he  also  found  that  more  than  two- thirds  of 
the  oil  was  produced  bv  the  small  producers.  During  the  month  of  October  the 
executive  committee  of  the  P.  P.  A.  made  strong  efforts  to  get  all  the  producers 
of  oil  into  line,  bat  still  the  gushers  continued  to  arrive  on  schedule  time  at  Bei- 
bold, and  on  October  20  another  was  added  to  the  list,  making  an  aggregate  pro- 
duction of  5,520  barrels  from  6  wells.  The  first  authentic  news  that  the  shut 
down  would  be  a  success  came  out  October  23,  when  it  was  learned  that  the 
movement  would  go  into  effect  on  November  1,  and  that  its  essential  features 
were  as  follows:  The  shut  down  was  to  include  the  shutting  in  of  not  less  than 
one-third  of  the  production  of  the  operators  in  the  agreement,  the  cessation  of 
drilling  operations,  and  the  general  cooperation  of  the  producing  element.  The 
Standard  Oil  Company  entered  into  the  agreement  to  help  make  it  successful. 
The  compan^r  set  aside  6,000,000  barrels  of  oil.  The  profits  upon  5,000,000  barrels 
of  this,  tnat  is,  the  advance  above  62  cents,  they  proposed  to  donate  to  the  pro- 
ducers, while  the  pr^  fits  on  the  other  1,000,000  were  to  accrue  to  the  oil-well  work- 
ers thrown  out  of  work  by  the  shut  in  and  shut  down.  This  result  was  arrived  at 
only  after  prolonged  and  energetic  negotiation  on  the  part  of  the  producers,  but 
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once  all  the  elements  of  the  haameflB  were  combined  it  was  practically  aanired 
that  the  movement  would  be  sncceesfol.  Thia  looked  like  a  one^ded  propositioti 
wherein  the  Standard  was  not  likely  to  be  much  of  a  winner,  but,  that  bein^  the 
agreement  brought  home  by  the  prodnoers'  committee,  they  retomed  to  the  i^e^^on 
with  the  sole  idea  of  organizing  the  producers  and  making  a  SQccess  of  the  move- 
ment. How  well  they  succeeded  in  handling  the  Question  is  best  evidenced  by  the 
fact  that  there  were  then  14,000  producers,  and  tnat  they  succeeded  in  enlisting 
85  per  cent  of  the  number  into  the  movement. 

BUSINESS  ASSOCIATIONS  OBaANIZBD  BY  THB  PRODUCSBS'  PBOTBCnVB  A880CLa.TION. 

That  continued  in  effect  until  October  81  of  the  year  following,  both  sides  to 
the  agreement  faithfully  carrying  out  every  condition.    The  Producers'  Protec- 
tive Association  continued  their  organization,  which  at  the  start  was  secret.    I 
think  the  restriction  extended  so  far  as  not  to  i)ermit  the  naming  of  any  officer  of 
the  concern;  anyone  holding  an  office  in  the  association  was  not  allowed  to  be 
known  by  name  outside  of  the  organization  itself.    Altogether  it  was  one  of  the 
closest  corporations  ever  organiiced  for  busmess  purposes.    They  continued  to 
hold  their  meetings  and  discuss  the  conditions  of  we  trade,  which  were  not  x^'^r- 
manently  bettered  by  this  shut-in  movement,  owing  to  very  lai|^  developments 
at  McDonald  within  two  years  of  the  termination  of  the  shut-down  agreement, 
where  an  enormous  production  took  place  in  a  very  short  time.    While  operations 
were  progressing  in  McDonald,  the  Producers*  Protective  Association  ^opoaed  to 
organize  business  associations  fostered  by  their  own  association.    They  were 
instrumental  in  organizing[  at  least  three  or  four,  of  which  the  first  was  the  Pro- 
ducers' Oil  Ck)mpany,  Linuted,  which  had  a  capital  of  $600,000.    This  went  into 
business  in  Allegheny  County,  in  the  vicinity  of  the  McDonald  oil  field,  but  on 
the  edges  of  the  field,  and  did  not  participate  to  any  great  extent  in  relieving  the 
producers  of  the  overproduction  existing  there.    Alfter  a  i)eriod  in  which  no  very 
considerable  success  was  achieved,  another  company  was  organized,  known  as 
the  Producers  and  Refiners'  Company,  in  which  certain  refiners,  cooperatinis^  or 
combining  with  the  associated  producers  of  the  Producers*  Oil  Comi>any,  sab- 
scribed  $250,000  additional  capital,  which  was  invested  in  pipe  lines  furnishing  an 
outlet  from  the  McDonald  field,  or  the  terminus  of  the  Producers*  Oil  Company, 
Limited,  to  the  refineries  at  various  points  in  Pennsylvania.    The  next  step  in 
the  movement  was  to  combine  these  comx>anies  by  a  sale  of  one  to  the  otner. 
The  Producers'  Oil  Company,  capitalized  at  $600,000,  was  absorbed  by  the  Pro- 
ducers and  Refiners*  Oil  Company,  capitalized  at  $250,000 ;  in  effect,  the  weak 
company  took  and  assumed  the  property  of  the  greater  concern.    From  this  time 
the  Producers*  Oil  Company  practically  went  out  of  existence,  though  I  think  the 
organization  was  maintainea  and  all  the  proi)erty  of  the  Producers*  Oil  Com- 
pany, Limited,  was  not  disposed  of  at  that  time;  some  of  it  remained,  and  {perhaps 
still  remains.    This  proving  unsatisfactory,  another  consolidation  was  made 
about  1894,  bjr  which  the  Producers  and  Refiners*  Oil  Company  undertook  to 
absorb  the  United  States  Pipe  Line  Company,  a  company  organized  with  a  capital 
of  $1,000,000,  with  two  systems  of  pipe  lines,  and  according  to  the  terms  of  the 
purchase,  the  stockholders  of  the  United  States  Pipe  Line  Company — ^the  only 
straight  and  real  corporation  connected  with  the  whole  concern,  because  it  is 
incorporated  under  tne  pipe-line  act  of  Pennsylvania,  and  none  of  the  others 
are 

Q.  ( By  Mr .  Phillips.  )  (Interrupting. )  The  others  were  limited  partnerships? — 
A.  The  others  were  limited  partnerships. 

Q.  Are  you  not  mistaken  about  the  two  first  companies  undertaking  to  absorb 
the  United  States  Pipe  Line  Company?  The  United  States  Pipe  Line  Company 
was  formed  before  the  Producers  and  Refiners*  Company,  and  they  only  worked 
in  harmonv  with  the  United  States  Pipe  Line  Company  at  this  time.  Is  not  that 
correct? — A.  I  am  giving  this  largely  from  memory,  and  I  may  be  in  error.  I 
have  a  paper  here  describing  the  whole  process,  and  it  may  be  just  the  other 
way.  It  may  be  that  the  United  States  Pipe  Line  was  absorbing  the  other  con- 
cerns, but  there  was  an  absorption  attempted.^ 

Q.  Are  you  quite  certain  there  was  at  that  time?  Were  they  not  simply  mak> 
ing  running  rates  and  agreements? — ^A.  I  will  proceed  and  then  afterwards  read 
the  answer  of  J.  J.  Carter  in  a  suit  in  equity.  Here  is  a  paper  which  recites  the 
whole  transaction. 

Q.  (By  Mr.  Kennedy.)  An  official  paper? — A.  I  do  not  believe  it  has  a  seal;  it 
is  a  copy  of  the  official  paper. 

Q.  (By  Representative  LiviNOSTON.)  A  certified  copy?— A.  No. 

Q.  (By  Mr.  Farquhar. )  Is  there  a  statement  to  show  where  the  original  pai>ers 
can  be  found? — ^A,  Oh,  yes;  the  original  papers  can  be  found. 

»Seep.47L 


STANDARD   OIL   COMBINATIONS: — fiOTLE  463 

THE  ORQANIZATION  OF  THE  PUBE  OIL  CK>MPANT. 

<^.  Is  there  any  verification  of  the  correctness  of  this  copy? — ^A.  No;  there  is  no 
verification  of  this  copy,  which  is  merely  a  copy  of  the  petition  to  dissolve  an 
injunction.  Whatever  the  attempt  was — to  consolidate,  or  comhine,  or  ahsorb 
one  of  these  pipe  lines  or  the  other  at  the  time — it  failed  through  the  activity  of 
one  of  their  own  stockholders,  who  went  into  court'  and  prevented  this  consohda- 
tion.  That  being  the  case,  another  company  was  formed,  known  as  the  Pure  Oil 
Company.  The  Pure  Oil  Company  was  formed  on  or  about  the  24th  of  January, 
1895,  at  a  meeting  of  producers  at  Butler.  Subscriptions  were  received  to  the 
amount  of  about  $50,000  toward  the  organization  of  what  was  called  the  Pure  Oil 
Company.  The  stated  purpose  of  this  company  was  to  market  the  products  of 
the  refineries  and  pipe  lines.  It  was  to  be  the  commercial  organization  of  the 
trust  then  in  process  of  formation,  and  it  has  since  been  sought  by  a  reorganiza- 
tion of  that  concern  which  took  place  about  1897  in  New  Jersey 

THE  PURE  GEL  COMPANY  CAJLLBD  A  TBUST. 

Q.  (ByMr.  Phillips,  interrupting.)  Why  do  you  call  the  Pure  Oil  Company  a 
trust?  Was  not  that  a  straight  corporation  like  the  Standard  and  others  that 
have  since  organized? — A.  I  quote  here  from  Mr.  David  Kirk,  the  first  president. 
He  csdls  it  a  trust,  and  it  is  so  called  here.    It  is  cited  as  a  trust  agreement. 

(J.  It  was  organized  under  the  laws  of  New  Jersey  as  a  corporation? — ^A.  Mr. 
Kirk  calls  it  a  trust. 

Q.  Does  Mr.  Kirk's  calling  it  a  trust  make  it  a  trust?— A.  I  think  the  organiza- 
tion makes  itself  a  trust  by  the  appointment  of  trustees  for  the  conduct  of  the 
business. 

Q.  It  is  only  a  voting  trust,  and  have  not  voting  trusts  existed  in  all  ages,  in 
Europe  as  well  as  America? — A.  I  am  not  contendmg  a^nst  the  legality  of  the 
trust;  it  is  merely  a  statement  of  fact  based  on  information  obtained  from  David 
Kirk.  The  reorganization  took  place  at  Taylor's  Hotel  in  Jersey  City  in  1897,  and  the 
powers  of  the  organization  increased  from  that  moment.  They  have  attempted*to 
take  in  all  the  corporations  combined  with  them,  to  combine  into  one  concern.  The 
attempt  was  made  several  times,  as  I  understand  it,  to  absorb  all  the  old  interests 
in  which  the  Producers'  Protective  Association  is  concerned,  and  they  are  still 
attempting  it  with  a  verv  considerable  show  of  success,  as  I  am  informed. 

(The  witness  then  read  Exhibit  B,  filed  with  a  bill  in  equity  in  a  suit  entered  by 
Mr.  David  Kirk,  at  Pittsburg,  Pa.    See  below,  page  464.) 

Q.  (By  Mr.  Phillips.)  Did  the  McCalmont  Oil  Company  have  anything  to  do 
witn  this  as  a  company? — ^A.  Possibly  David  Kirk  may  have  acted  as  trustee  for 
the  McCalmont  Company;  as  president  of  the  McCalmont  Oil  Comx)any  he  may 
have  been  trustee  of  that  company  in  some  subscriptions  of  this  stock;  that  is 
the  only  explanation  possible  at  this  time. 

Q.  The  agreement  itself,  then,  shows  that  the  trust  to  which  you  refer  is  a  vot- 
ing trust  for  the  election  directors,  does  it  not? — ^A.  It  has  a  tendency  to  show 
that.    I  believe,  if  you  will  indulge  me  the  time,  we  wiU  accomplish  more 

Q.  (By  Representative  Livingston.)  What  is  the  point  you  wish  to  bring 
out?— A.  I  will  get  down  to  that  by  reading  one  clause  and  submitting  the  rest 
for  your  consideration.  The  clause  I  particularly  wish  to  call  your  attention  to 
is  one  that  provides  for  the  dissolution  of  the  trust  and  the  conditions  under 
which  it  may  be  done: 

**  Fourth.  This  agreement  may  be  canceled,  and  the  trust  hereby  created  dis- 
solved only  by  the  winding  up  of  the  Pure  Oil  Company,  or  by  the  consent,  in 
writing,  duly  executed,  of  the  equitable  owners  of  four-fifths  of  the  shares  held 
in  trust  hereunder,  and  of  four-fifths  of  all  the  other  shares  of  the  company, 
after  providing  in  full  for  the  redemption  or  purchase  at  one  hundred  and  ten 
dollars  per  share,  in  cash,  of  all  the  preferred  and  common  shares  of  the  company 
at  the  time  outstanding."  > 

The  purpose  of  this  clause  is  in  effect  to  make  the  trust  perpetual;  but  if  dis- 
solved, the  shares  under  that  agreement,  costing  originally  $5,  are  compelled  to  be 
sold  at  $110.  They  agree  in  this  to  repurchase  at  110  when  the  shares  previously 
cost  5. 

Q.  (By  Mr.  Phillips).  I  think  perhaps  that  is  a  mistake.— A.  It  is  here.  It  is 
pflffit  of  Mr.  Kirk's  Exhibit  B. 

Q.  (By  Representative  Livingston.)  Do  you  mean  to  say  that  A  and  B,  two 
members  of  the  company,  turn  in  $110  for  their  own  stock  or  outstanding  stock? — 
A.  It  states  outstanding;  it  puts  the  redemption  of  all  stock  at  110,  the  original 
cost  of  the  stock  being  5. 


>  See  modified  form  on  p.  611,  footnote. 
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Q.  (By  Mr.  Philups.)  Does  not  that  mean  10  per  cent? — ^A.  I  am  only  reading 
what  it  states. 

Q.  Is  that  a  certified  copy? — ^A.  Oh,  no;  it  is  a  copy  of  the  record  in  AUeg^heny 
Connty,  in  a  suit  entered  by  Mr.  Kirk,  the  retiring  president. 

PRESENT  STATUS  OF  THE  PURE   OIL  COMPANT. 

Q.  (By  Representative  Litikoston.)  What  is  the  condition  of  that  company 
now? — ^A.  It  It  in  existence  and  largely  in  control  of  this  three-million  corpora- 
tion. There  is  an  authorized  capital  of  ten  million  with  possibly  $400,000  paid 
in.  It  then  substantially  controls  the  other  combinations,  in  which  upwards  gI 
three  millions  are  invested.' 

Q.  (By  Mr.  Kennedy.)  What  is  the  voting  power  of  the  five  trustees?— A.  I 
have  stated  that  it  is  the  power  to  vote  all  the  stock  represented  in  the  trust. 

9.  Not  for  the  transaction  of  other  business? — ^A.  For  the  election  of  directors. 
It  is  stated  in  the  second  clause:  **  At  all  meetings  of  the  company  for  the  election 
of  directors  or  for  any  other  purpose,  to  cast  the  entire  numoer  of  votes  which, 
as  holders  of  said  shares,  thev  would  be  entitled  to  cast." 

Q.  That  is  a  true  copy  of  the  origin^?— A.  It  is  a  true  copy,  and  the  original 
may  be  obtained  in  the  court  at  Pittsburg. 

Q.  (By  Mr.  Smtth.^  Your  opinion  is  that  the  company  controls  all  these  com- 
panies?—A.  Substantially;  it  has  come  to  be  known  as  the  Pure  Oil  movement. 

Q.  (By  Mr.  Phillips.)  Were  there  not  more  than  five  trustees?— A.  It  is  nece»> 
sary  to  say  that  there  have  been  some  changes  in  the  organization  since  then. 
At  a  meeting  not  long  ago  in  New  Jersey,  I  am  informed,  an  attempt  was  made 
to  reconstruct  the  by-laws,  and  in  this  they  may  have  changed  the  voting  power. 
This  represents  the  condition  of  affairs  in  1897.    I  submit  we  wliole: 

Exhibit  V. 

Trust  agreement,  and  by-laics  and  rules  and  regulations  of  the  Pure  OH  Trust, 

EXHIBIT  B. 
THE  TRUST  AGREEMENT  IN  FULL. 

This  agreement,  made  and  entered  into  bv  the  Pure  Oil  (Company,  a  corporation 
organized  and  existing  under  the  laws  of  the  State  of  New  Jersey;  David  Kirk, 
Jerome  B.  Akin,  Marcus  L.  Lockwood,  Walter  A.Dennison,  Charles  H.  Duncan, 
Theodore  B.  Westgate,  Wm.  L.  Curtis,  James  W.  Lee,  and  David  Kirk,  trustees 
for  the  McCalmont  Oil  Company,  severally  subscribers  to  and  owners  of  the  cap- 
ital stock  of  the  said  Pure  Oil  Company,  ana  Thomas  W.  Phillips,  Lewis  Emery,  jr., 
Rufus  Scott,  Clarence  Walker,  liouis  Walz,  James  W.  Lee,  David  Kirk.  Marcus 
L.  Lockwood,  Jerome  B.  Akin,  Charles  H.  Duncan,  Hugh  King,  Michael  Murphy, 
Adolphus  A.  Hoch,  Ferdinand  Reiber,  and  Walter  A.  Dennison,  x>ttides  mutually 
agreed  upon  to  exercise  the  trusts  created  hereunder: 

Witnesseth,  That  whereas  the  Pure  Oil  Company  is  formed  for  the  purpose  of 
engaging  in  directly  and  of  aiding  other  companies  and  parties  engaged  in  the 
production,  transportation,  storage,  manufacture,  and  sale  oi  crude  petroleum  and 
its  products,  and  in  any  business  incident  thereto,  and  it  is  desired  to  enlist  therein 
the  cooperation  of  other  parties,  and  to  procure  capital  to  be  invested  in  the  shares 
of  its  capital  stock,  and  in  such  other  wa^s  as  may  be  desirable,  which  investments 
are  to  be  solicited  from  parties  not  now  interested  in  the  company:  and 

Whereas  it  is  advisable,  equitable,  essential,  and  intended  lor  tneir  safety  and 
advantage  of  all  interests  that  the  control  of  the  said  Pure  Oil  Company  shall  be 
secured  permanently,  as  to  prevent  and  render  impossible  at  all  times  the  diversion 
of  its  resources  and  business  from  their  intended  use  and  courses,  in  opposition  to 
monopoly  in  the  business,  and  to  i)ermanently  protect  and  maintain  what  are 
known  as  the  *^  independent  interests  "  in  the  petroleum  industry,  and  to  maintain 
the  policv  agreed  on  for  conducting  the  business  of  the  company  in  the  interest 
and  for  the  protection  of  all  rights  in  the  company,  created  by  mutual  agreement 
of  shareholders,  or  by  operation  of  law;  therefore  the  said  parties  hereto,  in  con- 
sideration of  the  sum  of  one  dollar  by  each  to  the  other  paid,  the  receipt  of  which 
is  hereby  acknowledged  by  each,  and  in  further  consideration  of  the  mutual  ben- 
efits received,  to  be  received,  or  expected  from  the  agreements,  covenants,  and 
trusts  hereinafter  contained,  and  from  the  undertakings  and  business  to  be  pro- 
moted, do  hereby  agree  and  consent  to  the  various  acts  and  things  hereinafter  set 
forth;  provided,  however,  that  no  party  hereto  shall  be  bound  to  do  any  act  or 

>  See  Mr.  Phillipe,  p.  600. 
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thing,  or  be  responsible  for  the  results  or  consequences  of  an  v  act  or  thin^  done 
or  omitted  to  be  done,  except  so  far  as  relates  to  snch  act  or  thing  as  he  himself 
expressly  undertakes  to  do  and  perform;  and  do  further  agree  as  follows: 

First.  The  capital  stock  of  the  Pure  CHI  Ck)mpany,  as  authorized  in  its  certificate 
of  organization,  is  to  be  one  million  ($1,000,000)  dollars,  represented  by  two  hun- 
dred thousand  (200,000)  shares,  of  the  legal  par  value  of  five  ($5.00)  dollars  each, 
divided  into  classes  and  to  be  issued,  held,  and  transferred  subject  and  according 
to  law  and  the  by-laws,  rules,  and  regulations  adopted  and  approved  by  all  the 
shareholders  of  the  company,  a  copy  of  which  is  hereto  attached  and  referred  to. 

Second.  The  said  David  Eirk^erome  B.  Akin,  Marcus  L.  Lockwood,  Walter 
A.  Dennison,  Chas.  H.  Duncan,  Theodore  B.  Westgate,  William  L.  Curtis,  James 
W.  Lee,  and  David  Kirk,  trustee  of  the  McCalmont  Oil  Company,  are  the  owners 
of  all  the  shares  of  the  capital  stock  now  subscribed,  amountmg  to  three  thousand 
(8,000)  shares,  of  which  they  hereby  transfer  to  the  said  Thomas  W.  Phillips, 
Lewis  Emery,  jr.,  Rufus  Scott,  defence  Walker,  Louis  Walz.  James  W.  Lee, 
David  Eirk,  Marcus  L.  Lockwood,  Jerome  B.  Akin,  Charles  H.  Duncan,  Hugh 
King,  Michael  Murphy,  Adolphus  A.  Hoch,  Ferdinand  Beiber,  and  Walter  A. 
Dennison  sixteen  hundred  (1 ,600)  shares,  being  more  than  a  majority  of  the  shares 
of  the  com];)any  now  subscribed,  and  agree  that  one-half  of  all  the  shares  hereafter 
subsoribed  and  issued  shall  be  transferred  in  like  manner  to  the  said  pu-ties  and 
their  associate  trustees,  as  may  be  appointed,  to  be  by  them  held  in  trust  for  the 
uses  and  purposes  herein  proposed,  and  subject  to  the  terms  and  conditions  as 
follows: 

First.  The  equitable  ownership  of  the  trust  shares  and  all  interests  therein  shall 
be  subject  to  uie  terms  of  this  trust  agreement;  such  ownership  of  the  shares  or 
interests  therein  may  be  sold  at  the  will  of  the  holder,  but  no  sale,  tnuisfer,  or 
conveyance  of  such  ownership  or  interests  shall  give  to  the  purchaser  any  right 
other  than  are  provided  for  in  the  by-laws,  rules,  and  regulations  of  the  comx)any 
and  in  accordance  with  this  trust;  the  trustees  hereimder  shall  at  all  times  be 
recognized  as  the  legal  owners  and  holders  of  the  trust  shares  to  carry  into  effect 
the  purposes  of  this  trust,  and  all  equitable  owners  of  trust  shares  or  interests 
therein  shall  specifically  i^ee  in  writinjar  to  the  terms  of  this  trust,  and  no  trans- 
fer of  any  such  shares  or  interests  shall  be  made,  or  be  effective  if  made,  until 
the  transferee  of  such  equitable  ownership  or  interest  shall  have  agreed  in  writ- 
ing to  receive  and  hold  the  same  subject  to  the  provisions  of  this  trust. 

Seconds  At  all  meetings  of  the  company  for  the  election  of  directors,  or  for  any 
other  purpose,  to  cast  the  entire  number  of  votes  which,  as  holders  of  said  shares, 
they  would  be  entitled  to  cast. 

lliird.  Each  trustee  at  such  meetings  shall  be  entitled  to  cast  an  equal  number 
of  all  the  votes  which  all  of  the  trustees  would  be  entitled  to  cast  in  the  aggre 
gate,  if  present,  except  as  hereinafter  provided. 

Fourth.  In  case  of  oiff  erences  of  opimon  among  the  trustees  present  at  any  such 
meetings  as  to  how  such  votes  shall  be  cast  in  regard  to  any  matter  or  thing  to 
be  voted  on,  they  shall  be  cast  as  the  representatives  of  four-fifths  of  all  the  shares 
held  under  this  trust  may  direct  in  writing,  if  so  demanded  in  writing  by  any  of 
the  trustees. 

Fifth.  Any  trustee  unable  to  attend  any  meeting  of  shareholders,  and  to  person- 
ally cast  the  votes  he  would  be  entitled  to  cast  if  present,  may  authorize  any  other 
trustee  to  cast  tiie  vote  which  he  would  be  entitled  to  cast  personally  present, 
which  authority  shall  be  in  writing,  approved  by  three-fifths  of  the  trustees  other 
than  himself. 

Sixth.  When  none  of  the  trustees  can  be  present  at  any  meeting  of  the  stock- 
holders, legally  held,  they  may  be  represented  in  proxy  by  an  attorney  appointed 
in  writing,  executed  by  three-fifths  of  the  trustees. 

Seventh.  The  trustees  may  execute  such  consents  in  writing  as  in  their  opinion 
it  may  be  right  and  proper  for  them  to  do  in  the  interest  of  the  Pure  Oil  Ck)mpany 
and  of  the  owners  of  the  shares  held  by  them  in  trust,  provided  that  no  such  con- 
sents shall  be  executed  against  the  objection  of  the  equitable  owner  of  10  per  cent 
of  the  shares  held  by  them  in  trust,  unless  after  the  question  of  executing  such 
consent  shall  have  been  submitted  in  person,  or  by  writing,  properly  addressed  to 
the  several  equitable  owners  of  the  shares  held  in  trust,  ana  approved  in  writing 
by  such  owners  of  three-fifths  of  such  shares. 

Eighth.  The  number  of  trustees  may  be  increased  or  diminished  at  any  time;  or 
any  trustee  may  be  removed,  without  assignment  of  cause  or  reason  therefor,  by 
three-fifllis  of  the  trustees  and  the  written  consent  of  the  equitable  owners  of 
three-fifths  of  the  shares  held  in  trust  hereunder;  and  upon  such  removal,  or  on 
filing  of  such  written  consent  with  the  secretary  of  the  company  and  on  notice  in 
writmg  delivered  to  tlie  party  so  removed,  or  sent  by  registered  letter  to  his  proper 
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address,  the  rights,  duties,  and  obligations  of  such  party,  as  trustee,  shall  imme- 
diately cease. 

Ninth.  In  case  of  death,  resignation,  or  removal  of  any  of  the  trustees  the  trust 
shall  be  exercised  by  the  remaining  trustees  until  the  vacancy  be  filled  by  the 
appointment  of  new  trustees  for  that  purpose,  on  the  nomination  of  the  equitable 
owners  of  a  majority  of  the  shares  previously  represented  by  the  trustees,  whose 

Elace  is  vacated  with  the  consent,  in  writing,  of  the  equitable  owners  of  ibxee- 
fths  of  the  shares  held  under  this  trust  and  the  approval  of  the  three-fifths  of 
the  trustees. 

Tenth.  No  trustee  has  any  such  beneficial  interest  in  this  trust,  personaDy,  as 
to  entitle  him  to  maintain  any  action  at  law  or  in  equity  to  enjoin,  delay,  hinder, 
or  prevent  his  removal  from  the  trusteeship,  or  to  recover  any  damages  on  account 
thereof  from  the  company  or  the  trustees,  or  from  the  individual  stocldiolders  by 
whose  action  he  may  nave  been  removed. 

Eleventh.  The  trustees  shall  appoint  a  chairman  and  secretary,  and  shall  keep 
regular  accounts  showing  the  ownership  and  residence  of  the  various  equitable 
owners  of  the  shares  held  by  them  in  trust,  and  shall  execute  and  deliver  to  such 
several  owners  certificates  in  due  form,  approved  by  the  directors  of  the  company, 
evidencing  the  number  of  shares  held  by  them  in  trust  for  each  of  such  several 
owners,  and  shall  make  such  transfers  of  any  of  the  shares  as  they  may  be 
reciuested  to  do  by  such  several  owners  on  the  surrender  of  such  certificates  rep- 
resenting such  shares,  properly  endorsed,  assigned  for  transfer  subject  to  the 
terms  of  this  permanent  trust,  any  of  the  shares  thereby  represented  in  the  man- 
ner prescribea  for  making  such  transfer. 

Twelfth.  The  trustees  shall  immediately  advise  the  company,  by  writing, 
addressed  to  the  secretary,  of  any  transfer  of  ownership  of  any  of  the  shares 
held  by  them;  and  shall,  on  written  request  of  the  treasurer  of  the  company, 
certify  to  him  the  names  and  residences  of  all  equitable  owners  of  shares  held  by 
them  in  trust;  and  shall  sign  warrants  for  the  payment  to  such  owners,  severally, 
of  any  dividends  to  which  they  may  be  entitled  on  the  ^are  so  held  in  trust. 

Third.  This  agreement  may  be  changed  at  any  time  on!y  with  the  consent  in 
writing  of  the  Pure  Oil  Company,  three-fifths  of  the  persons  at  the  time  acting 
as  trustees  hereunder,  and  or  the  equitable  owners  or  three-fifths  of  the  shares 
held  in  trust  thereunder. 

Fourth,  This  agreement  may  be  cancelled,  and  the  trust  hereby  created  dis- 
solved, only  by  the  winding  up  of  the  Pure  Oil  Company,  or  by  tne  consent  in 
writing,  duly  executed,  of  the  equitabe  owners  of  four-fifths  of  the  shares  held 
in  trust  hereunder,  and  of  four-fifths  of  all  the  other  shares  of  the  company,  after 
providing  in  full  for  the  redemption  or  purchase,  at  one  hundred  and  ten  dollars 
p^er  share,  in  cash,  of  all  the  preferred  and  common  shares  of  the  company  at  the 
time  outstanding. 

Fifth.  The  said  Thomas  W.  Phillips,  Lewis  Emery,  jr.,  Bufus  Scott,  Clarence 
Walker,  Louis  Walz,  James  W.  Lee,  David  Kirk,  Marcus  L.  Lockwood,  Jerome  B. 
Akin,  Charles  H.  Duncan,  Hugh  King,  Michael  Murphy,  Adolphus  A.  Hoch,  Fer- 
dinand Reiber,  and  Walter  A.  Denmson  hereby  accept  the  trust  herein  conferred 
and  imposed  on  them. 

In  witness  whereof  the  parties  hereto  have  severally  signed  this  ap-eement  as 
of  the  6th  day  of  November,  A.  D.  one  thousand  eight  hundred  and  ninety-five. 

Pure  Oil  Company. 
David  Kirk,  President. 
C.  fl.  Duncan,  Treasurer, 

Incorporators :  David  Kirk,  Jerome  B.  Akin,  Marcus  L.  Lockwood,  Walter  A, 
Dennison,  C.  H.  Duncan,  Theodore  B.  Westgate,  James  W.  Lee,  David  Kirk, 
trustee  for  McCalmont  Oil  Co.,  W.  L.  Curtis,  Thomas  W.  Phillips,  David  Kirk, 
Marcus  L.  Lockwood,  Clarence  Walker,  James  W.  Lee. 

Trustees:  Walter  A.  Dennison,  Jerome  B.  Akin,  C.  H.  Duncan,  Adolphus  A. 
Hoch,  Ferd.  Reiber,  Louis  Walz,  Bufus  Scott,  Lewis  Emery,  jr.,  M.  Murphy, 
H.  King. 

EXHIBIT  A. 

BY-LAWS  and  rules  AND  RBOULATIONS  OP  THB  PURB-OIL  TRITBT. 

[Incorporated  November  8, 1885.    Capital,  $1,000,000.] 

The  objects  of  the  company  are  to  produce,  purchase,  transport,  store,  and  sell 
crude  petroleum  and  its  products  and  to  protect  and  to  aid  otner  companies  and 
parties  in  the  production,  transportation,  manufacture,  storage,  and  ^e  of  the 
same.    The  corporation  may  acquire,  hold,  maintain,  and  dispcwe  of  any  stocks. 
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BY-LAWS. 

ARTICUS  I. 

MBETINGg  OF  SHAREHOIiDERS. 

Section  1.  The  annnal  meeting  of  the  shareholders  shall  be  held  at  the  princi- 
pal office  of  the  company  on  the  fourth  "Wednesday  of  January  in  each  year,  com- 
mencing at  10  o^clock  a.  m.,  standard  time. 

Notice  of  the  annual  meeting  of  shareholders  shall  be  by  written  or  printed 
letter  addressed  by  the  secretary  to  each  shareholder  at  his  or  her  last  known  place 
of  residence,  and  mailed  ten  days  prior  to  the  time  fixed  for  holding  such  annual 
meeting. 

Sec.  2.  Special  meetings  of  shareholders  may  be  called  whenever  it  shall  be 
deemed  advisable  by  the  board  of  directors,  or  bjr  the  president  upon  request  in 
writing  signed  by  the  shareholders  owning  collectively  not  less  tlum  one-third  of 
the  shares  of  the  comp&ny. 

Notice  of  special  meetmgs  shall  be  given  in  the  same  way  as  the  notices  of 
ariTiTial  meetings. 

PBOXISB. 

Sec.  3.  Shareholders  may  be  represented  at  any  meetings  of  the  shareholders  by 
proxy,  duly  authorized  in  writing,  executed  within  thirty  days  next  preceding  the 
meeting. 

QUORUM. 

Sec.  4.  The  legal  representatives  of  a  majority  of  all  the  shares  of  the  company 
shall  constitute  a  quorum  at  any  meeting  of  the  shareholders;  and  without  a  quo- 
rum being  present  or  represented  by  proxy  no  business  shall  be  transacted  or  election 
held,  but  a  lees  number  may  adjourn  from  time  to  time  until  a  quorum  be  present. 

VOTING. 

Sec.  5.  At  meetings  of  shareholders,  general  or  sx)ecial,  all  votes  upon  disputed 
questions  shall  be  by  ballot,  if  demanded  by  any  shareholder  present,  and  all  votes 
by  ballot  shall  be  determined  by  the  number  of  shares  represented  by  the  respective 
votes  cast. 

At  all  meetings  of  shareholders  for  the  election  of  directors,  each  shareholder 
shall  be  entitled  to  cast  as  many  votes  as  he  has  shares  of  the  company  standing 
to  his  name  on  the  books  of  the  company. 

The  election  shall  be  by  ballot,  ana  each  ballot  shall  have  endorsed  thereon  the 
name  of  the  person  casting  the  same  and  the  number  of  shares  represented  thereby. 

VACANCIES. 

Sec.  6.  In  case  of  death,  resignation,  or  removal  of  any  director,  the  vacancy 
shall  be  filled  by  the  remaining  directors. 

TELLERS. 

Sec.  7.  The  directors  shall  apx>oint  two  shareholders  as  tellers  to  conduct  the 
election  and  to  certify  the  result  in  writing  to  the  parties  elected  and  to  the  presi- 
dent and  secretary  of  the  company.  In  case  of  the  directors  failing  to  so  appoint, 
the  shareholders  present  shall  choose  two  tellers  to  conduct  the  election. 

The  secretary  of  the  company  shall  furnish  the  tellers,  for  their  guidance  in 
conductiujg  the  election,  a  list  of  shareholders,  showing  the  number  of  shares 
standing  in  the  name  of  each  on  the  books  of  the  company,  authenticated  by  the 
seal  of  the  company. 

TIME  OF  ELECTION  AND  TERM  OP  OFFICE. 

Sec.  8.  The  polls  shall  be  open  from  two  to  three  o'clock  p.  m.  The  terms  of 
office  of  directors  shall  commence  at  noon  on  the  first  Wednesday  after  their  elec- 
tion at  the  annual  meeting  of  stockholders  and  continue  until  their  successors  are 
duly  elected  and  seated. 
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SsomoN  1.  The  board  of  directors  shall  fix  the  time  and  place  for  holding  its 
meetings. 

Special  meetings  of  the  board  may  be  held  at  any  time  on  the  call  of  the  presi- 
dent or  any  two  oirectors,  after  due  notice  given  to  eaoh  of  the  directors. 

■UBOnON  OF  omcsBs. 

Sbc.  2.  At  the  first  meeting  after  their  election  the  directors  shall  organise  by 
electing  from  their  number  a  president  and  a  vice-president  to  serve  xmtil  &eir 
successors  are  qualified,  and  appointing  a  secretary  and  a  treasorer  to  serve  during 
the  pleasure  of  the  board. 

QUOBUX. 

Sec.  8.  A  majority  of  the  directors  shall  constitute  a  quorum  at  any  meeting 
of  the  board,  and  no  business  shall  be  transacted  by  the  board  without  a  quoram 
being  preaent. 

Sao.  4.  The  salary  of  the  president  and  vice-president  shall  be  fixed  by  vote  of 
the  stockholders. 

uLauuTiva  oomuttbi. 

Sec.  5.  For  the  more  prompt  and  efficient  management  of  the  affairs  of  the 
company  there  shall  be  an  executive  committee  of  the  board,  conwHting  of  the 
president,  vice-president,  and  three  other  directors,  who  shall  be  apx)ointea  by  and 
nold  office  during  the  pleasure  of  the  board.  In  the  intervals  between  the  meet- 
ings of  the  board  of  directors  its  powers  and  duties  shall  devolve  upon  and  be 
exercised  by  the  executive  committee,  subject  to  the  approval  of  the  boaard  at  its 
next  regular  meeting. 

The  proceedings  of  the  executive  committee  shall  be  duly  recorded  in  the  same 
manner  as  the  regular  proceedings  of  the  board  of  directors. 

A  majority  of  the  executive  committee  shall  constitute  a  quorum. 

In  case  of  disagreement  of  the  executive  committee  on  any  subject,  the  matto' 
shall  be  referred  to  the  board  of  directors. 


Sbo.  6.  The  board  of  directors  shall  cause  to  be  kept  a  complete  record  of  their 
official  proceedings  and  acts  of  the  proceedings  of  aushareholders'  meetings;  pre- 
sent to  the  shareholders  at  the  annual  meeting  a  statement  of  the  assets  and  lia- 
bilities of  the  company  and  of  the  condition  of  its  affairs  generally. 

Abtiolb  m. 

POWBB8  AND  DUTIBB  OV  OmOBBA— PBB8IDBNT. 

Sbotion  1.  It  shall  be  the  duty  of  the  president  to  preside  at  all  meetings  of  Hie 
board  of  directors,  to  sig^  all  certificates  of  stock  and  warrants  for  the  pajnment 
of  monev  ordered  by  the  board  of  directors,  and  such  other  papers  as  he  may  be 
ordered  by  the  board  of  directors  to  execute  on  behalf  of  the  company. 

In  case  of  the  absence  or  inability  of  the  president  to  act,  the  vice-president  shall 
be  invested  with  all  the  powers  and  shall  perform  all  the  duties  of  president.  In 
case  of  absence  or  inability  to  act  of  both  president  and  vice-president,  the 
board  of  managers  may  appoint  one  of  their  number  president  pro  tem.,  who  shall 
during  such  absence  or  inability  perform  all  the  duties  of  president. 

SBOBETABT. 

Seo.  2.  The  secretary  shall  keep  the  minutes  of  the  meetings  of  the  board  of 
directors  in  a  proper  book  provided  for  that  purpose;  attend  to  the  giving  and 
publication  of  all  notices  of  the  company,  unless  otherwise  provided  for  by  the 
board  of  directors;  have  the  custody  of  the  seal  of  the  company  and  affix  same  to 
all  certificates  of  stock  and  such  other  papers  as  the  directors  may  order;  counter- 
sign all  warrants  on  the  treasury  for  the  payment  of  money,  which  ^all  have 
been  previously  signed  bv  the  president  as  authorized  by  the  board  of  directors; 
attend  to  such  correspondence  as  shall  be  assigned  to  him;  act  as  secretary  of  all 
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standine  committees  of  the  board,  and  shall  in  general,  nnder  the  direction  of  the 
board  of  directors,  perform  all  the  duties  incident  to  the  office  of  secretary  of  the 
comxHuiy. 

TBSASniUBB. 

Sbo.  3.  It  shall  be  the  duty  of  the  treasurer  of  the  company  to  receive  and 
dex>06it  or  hold  and  pay,  as  the  bowrd  of  directors  may  order,  all  funds  resulting 
from  the  sale  of  shares  or  anv  property  of  the  company;  and  shall  sign  all  stock 
certificates  and  obligations  of  tne  company  created  by  special  order  of  the  board 
of  directors. 

The  treasurer  shall  give  bond  for  the  faithful  discharge  of  his  duties  in  such 
amount  and  with  such  security  as  the  directors  may  determine. 

RULES  AND  BEaUIiATIONB. 

1.  The  business  of  the  company  shall  be  the  producing,  purchasing;  transport- 
ing, storing,  and  selling  of  crude  x>etroleum  and  its  products,  and  aiding  other 
comx)anies  and  jMoties  in  the  production,  transportation,  storage,  manufacturing, 
and  sale  of  the  same.  The  corporation  may  acquire,  hold,  manage,  and  dispose 
of  any  stocks,  shares,  bonds,  and  other  interests  in  or  issued  by  any  cor^ration, 
joint  stock  comi)any,  or  limited  partnership  association  engaged  in,  or  aiding,  or 
promoting  the  producing,  transporting,  storing,  refining,  and  8ellin|^  of  crude 
X)etroleum  or  its  products,  or  in  any  business  incident  thereto.  And  m  addition 
to  the  xK>wers  hereinbefore  providea  for,  it  may  also  purchase,  hold,  manage,  and 
sell  on  commission,  or  otherwise,  such  investment  securities  and  other  property, 
real,  personal,  and  mixed,  as  the  corporation  may  be  generally  or  specifically 
authorized  in  writing  from  time  to  time,  by  the  owners  and  holders  of  a  majori^ 
in  number  of  the  shares  of  the  capital  stock  of  the  company,  to  purchase,  hold, 
and  sell. 

And  the  company  may  exercise  such  trusts  and  do  such  other  things,  not 
inconsistent  with  its  charter,  as  it  may  from  time  to  time  be  authorized  in  like 
manner  to  do. 

2.  The  principal  office  of  the  company  shall  be  located  at  Jersey  City,  in  the 
county  of  Hudson  and  State  of  New  Jersey,  and  branch  offices  may  be  established 
from  time  to  time  as  may  be  determined  by  the  consent  of  the  owners  and  holders 
of  three-fifths  of  the  ah&res  of  the  comx>any. 

8.  The  shareholders  shall  make  rules  and  reg^ulations  and  by-laws  for  the  gov- 
ernment of  the  comx>any  and  the  manasement  of  its  business  and  affairs  as  in 
their  discretion  they  may  deem  advisable,  which  may  be  amended  at  any  time 
by  the  consent  of  the  owners  and  holders  of  three-fifths  in  number  of  the  shares 
of  the  company,  given  in  writing,  filed  with  the  secretary,  and  recorded  in  the 
minutes  of  the  proceedings,  both  of  the  shareholders  and  directors  of  the  com- 
pany. 

4.  The  affairs  of  the  company  shall  be  managed  by  a  board  of  directors,  con- 
sisting of  nine  members,  to  be  elected  annually  by  the  shareholders  at  their 
annual  meeting,  at  which  each  shareholder  shall  be  entitied  to  cast,  personally  or 
by  proxy  ^one  vote  for  each  share  of  stock  in  the  company  held  by  such  share- 
holder. The  directors  shall  choose  annually  from  their  own  number  a  president 
and  vice-president  to  serve  until  their  successors  are  chosen;  shall  appoint  all 
other  officers,  managers,  agents,  or  employes  of  the  company;  prescribe  the  duties 
and  fix  the  compensation  of  each;  and  may  suspend  or  remove  any  of  them  at 
discretion,  and  they  may  make  such  additional  by-laws  as  may  be  deemed  by 
them  advisable — all  subject  to  the  by-laws  and  rules  and  regulations  adopted  by 
the  shareholders  for  the  government  of  the  company. 

5.  Interests  of  the  company  will  be  represented  by  shares  which  may  be  divided 
into  classes,  including  preferred,  common,  and  deferred  shares,  to  be  issued,  held, 
and  transferred,  subject  to  the  by-laws  and  regrulations  of  the  company. 

The  preferred  and  deferred  sluu-es  may  be  each  subdivided  into  various  classes, 
each  cLbss  having  such  special  rights  and  limitations  as  will  more  particularly 
adapt  them  to  the  uses  for  which  they  are  intended,  subject  to  such  relation  to 
the  shaxes  of  other  classes  as  may  be  established  in  their  issue. 

The  rules  and  regulations  relating  to  them  will  embrace  the  following  features: 

6.  A  majority  of  all  the  shares  of  tiie  company  shall  be  held  in  a  i)ermanent 
trust  approved  by  all  the  shareholders,  to  secure  the  control  of  the  company  and 
the  faithful  maintenance  of  the  policy  agreed  on  for  conducting  the  business  of 
the  comx>any  in  the  interest  and  for  the  protection  of  all  concerned  in  its  a^irs. 
The  shares  so  held  shall  be  designated  as  trust  shares. 
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7.  The  capital  of  the  company  shall  be  the  net  amoont  of  cash  iiaid  into  the 
treasnry  of  the  company  for  its  pennanent  nse  as  the  proceeds  of  its  stock  issaed 
and  sold  for  cash  for  account  or  capital;  and  no  credit  in  excess  of  tiie  amount 
shall  be  made  to  *'  capital "  in  accounts  or  statements  of  the  company. 

8.  No  preferred  stock  shall  be  issued  except  as  cash  to  the  extent  of  one  hun- 
dred dollars  for  each  share  of  such  stock  issued  shsdl  be  paid  into  the  treasury  of 
the  company  to  the  credit  of  capital,  or  of  surplus,  or  of  the  guaranty  and 
redemption  fund,  to  be  created  as  prescribed  in  section  13  hereof,  as  may  be 
deemed  advisable. 

Any  of  the  preferred  shares  may  be  converted,  at  the  option  of  the  holder,  into 
common  or  deferred  shares  by  so  stipulating  in  their  issue  and  distinctlv  stating 
the  right  of  conversion  in  the  certificates  representing  them;  otherwise  they  shall 
not  be  convertible. 

9.  The  deferred  shares  of  the  company  may  be  issued  for  cash,  investment 
securities,  property,  services,  payment  of  expenses,  making  disbursements  of  any 
kind,  and  m  exchange  for  shares  of  other  classes  issued  by  the  company  at  the 
discretion  of  the  directors,  with  the  written  consent  of  the  owners  of  a  majority 
of  the  shares  of  the  compajiy  at  the  time  outstanding. 

10.  The  holders  of  preferred  stock  shall  be  entitled  to  receive  cumulative  divi- 
dends thereon  of  one  dollar  and  a  half  per  share  quarterly,  in  full,  before  any 
dividend  shall  be  payable  on  the  common  stock. 

11.  A  guaranty  and  redemption  fund  shall  be  created  and  maintained  bj 
crediting  thereto  all  of  the  cash  received  by  the  company  from  the  following 
sources: 

(a)  The  proceeds  of  all  shares  of  the  company  sold  for  cash  by  the  company 
when  issued,  in  excess  of  the  amount  credited  to  capital. 

(b)  The  cash  proceeds  of  all  shares,  securities,  or  other  property  of  whatever 
kind  acquired  by  the  company  in  exchange  for  its  shares  of  any  class,  as  such 
proceeds  ma^r  be  realized,  at  any  time,  by  tne  sale  for  cash  of  any  portion  of  such 
shares,  securities,  or  property. 

(c)  Tlie  proceeds  of  all  shares,  of  whatever  class,  purchased  by  the  application 
of  the  guaranty  and  redemption  fund,  as  authorized,  and  resold  for  cash  by  the 
company. 

12.  The  guaranty  and  redemption  fund  shall  be  applicable  to  the  general  uses 
of  the  company,  but  may  be  applied  to  buying  shares  of  all  classes,  in  the  order 
of  their  priority  or  right  to  dividend,  as  stipulated,  at  the  lowest  rates  at  which 
any  shares  of  the  same  class  can  be  bought,  not  over  one  hundred  and  ten  dollars 
per  share,  on  demand  of  the  several  owners  and  holders  of  shares,  respectively, 
made  within  a  prescribed  time  after  the  pavment  of  dividends;  provided,  notice 
of  the  intention  to  make  such  demand  shall  have  been  given  to  the  secretary  of 
the  company  thirty  days  before  the  time  fixed  for  the  declaration  of  dividends; 
and  provided  further,  that  no  part  of  the  guaranty  and  redemption  fund  shall  be 
applied  to  buying,  at  any  price,  the  shares  of  any  class,  so  long  as  there  may 
remain  unsatisfied  any  demand  made  by  the  owners  and  holders  of  the  shares  of 
any  prior  class  to  have  the  same  redeemed  at  not  over  one  hundred  and  ten  dollars 
per  snare. 

All  shares  so  purchased  shall  be  placed  in  the  treasury,  to  be  used  for  the  benefit 
of  the  company  in  such  form  and  manner  as  may  be  determined  by  the  directors, 
with  the  consent,  in  writing,  of  the  owners  and  holders  of  a  majority  of  the  shares 
of  the  company. 

18.  When  no  shares  of  any  class  can  be  purchased  at  one  hundred  and  ten 
dollars  per  share,  the  guaranty  and  redemption  fund  shall  be  applicable,  at  the 
discretion  of  the  directors,  to  the  purchase  of  the  shares  of  the  several  classes, 
other  than  the  trust  shares,  at  such  rates  above  one  hundred  and  ten  dollars  per 
share  as  may  approved  by  the  owners  of  a  majority  of  the  shares  of  the  capital 
stock. 

The  shares  of  any  class  so  purchased  mav,  when  authorized  by  the  owners  of  a 
majority  of  all  the  shares  of  the  company,  be  resold  at  any  time,  at  the  discretion 
of  the  directors,  at  any  price  not  less  than  that  at  which  tney  were  severally  pur- 
chased; or  they  may  be  retired  from  the  classes  to  which  they  belong,  and  be 
placed  in  the  treasury  of  the  company,  to  be  held,  reissued,  and  sold  for  its  use 
and  benefit,  subject  to  such  conditions  as  the  directors  may  prescribe,  in  accord- 
ance with  the  regulations  of  the  company. 

14.  When  the  oissolution  of  the  company  shall  be  determined  on,  voluntarily 
or  otherwise,  the  trustees,  acting  under  the  pennanent  trust,  created  and  pre- 
scribed in  section  6  hereof,  shalll)e  trustees  to  convert  its  assets  and  vnind  up  its 
affairs.  The  proceeds  of  all  assets  received  by  them  shall  be  applied  by  uiem 
absolutely,  as  the  guaranty  and  redemption  fund  is  required  by  the  rules  and 
regulations  to  be  applied,  preceding,  and  as  may  be  further  prescribed  hereinafter. 
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Any  portion  of  the  gnaranty  and  redemption  fnnd  remaining  after  providing 
for  the  pnrchase  and  retirement  of  all  shares,  as  herein  prescribed,  shall  be  dis- 
tribntedTto  the  owners  of  the  tmst  shares,  and  of  any  other  shares  then  ontstand- 
ing",  equally  per  share. 

15.  The  owners  of  a  majority  of  the  trust  shares,  acting  together,  shall  have  the 
right  to  convey  to  the  company,  absolutely  or  in  trust,  permanently  or  tempo- 
rarily, and  suDject  to  such  conditions  as  may  be  stipulated  in  such  transfer,  any 
secnrities  regularly  yielding  net  income;  provided,  tJiat  the  receiving  and  holding 
of  such  securities  shall  not  subject  the  company  to  any  prejudice,  or  embarrass- 
ment, or  legal  liability  to  pay  any  money  on  account  thereof;  and  no  such  temiK)- 
rary  transfer  in  trust  shall  be  terminable  until  the  well-established  net  income  of 
the  company  from  its  regular  business  and  other  sources  of  permanent  revenue 
shall  be  equal  to  the  maximum  amount  to  which  it  ma>  be  raised  by  such  tem- 
XX>rary  transfer  in  trust. 

16.  Each  holder  of  shares  standing  in  his  name  on  the  books  of  the  companv 
shall  be  entitled  to  a  certificate  or  certificates  therefor,  duly  signed  by  the  presi- 
dent and  treasurer,  with  the  seal  of  the  company  afiOLxed  and  attested  by  the  sec- 
retary of  the  company,  and  each  owner  of  an  interest  in  any  of  the  trust  shares 
shall  be  entitled  to  a  certificate  of  the  fact,  signed  by  the  chairman  and  attested 
by  the  secretary  of  the  permanent  trust,  showing  the  extent  of  the  interest,  which 
interest  shall  be  assignable  and  transferable  on  the  surrender  of  the  certificate 
representing  it,  properly  indorsed,  as  may  be  prescribed  by  the  trustees,  with  the 
approval  of  the  directors  and  the  owners  of  a  majority  of  the  trust  shares. 

THE  UNITED  STATES  PIPE  LINE  NOT  ABSORBED  BY  THE  PRODUCERS  AND  REFINERS* 

OIL  COMPANY. 

I  want  to  correct  some  testimony  given  in  connection  with  the  proposed  consol- 
idation of  the  pipe-line  interests  and  which  referred  to  the  Pure  Oil  Company  and 
its  allied  concerns.*  Refreshing  my  memory,  I  find  that  it  was  not  proposed  to 
buy  the  United  States  Pipe  Line  Company.  From  correspondence  here  in  this 
document,  it  seems  that  the  facts  are  just  the  reverse,  and  that  the  United  States 
Pipe  Line  Company  proposed  to  buy,  with  the  consent  of  the  Producers'  Oil  Com- 
pany, Limited,  the  property  of  the  Pi-oducers  and  Refiners*  Oil  Coinpany,  the 
payment  therefor  to  be  made  in  stock  of  the  United  States  Pipe  Line  Company, 
the  stock  of  that  company  having  been  increased  for  the  purpose  from  one  to  two 
millions  of  dollars,  or  it  having  been  proposed  to  increase  it  to  that  amount. 

THE  NATIONAL  TRANSIT  COMPANY  IN  THE  M'DONALD  FIELD. 

The  commission  having  ii^dulffed  me  in  a  wish  to  read  a  description  of  the  con- 
ditions existing  throughout  the  McDonald  field  during  the  time  when  the  original 
comx>any  and  the  association  were  in  existence,  in  1891, 1  desire  to  do  that  before 
taking  up  the  consolidation  of  the  various  interests.  This  is  taken  from  the  Pitts- 
burg Commercial  Gazette,  and  is  reprinted  in  the  Oil  City  Derrick  of  May  5, 1892. 
It  is  entitled  "  A  history  of  the  manner  in  which  the  National  Transit  Company 
handled  the  output  of  oil  at  McDonald.** 

'*  A  few  days  ago  the  superintendent  of  the  National  Transit  Company's  tank 
department  made  an  ofQcial  report,  in  which  he  said:  '  A  retrospect  of  the  work 
done  proves  conclusively  that  vast  resources  are  required  to  cope  with  floods  of 
oil  such  as  were  jwured  forth  by  the  Cherry  Grove  and  McDonald  fields,  and  that 
nothing  short  of  the  experienced  and  well-equipped  organization  that  did  the  work 
could  have  accomplished  it. 

**  *  In  round  numbers,  10,000  tons  of  iron,  rivets,  lumber,  and  other  building 
material  were  shipped  into  the  McDonald  field  by  one  department  alone — the 
tankage  department— and  the  tankage  provided  for  at  the  rate  of  one  for  every  ten 
working  hours,  requiring  the  handling,  on  an  average,  of  150  tons  of  material  per 
day  to  keep  the  large  force  of  workmen  employed.  Special  trains  were  run  for  the 
accommooation  of  the  men  and  no  expense  spared  to  meet  the  demands  of  the  field. 
Boiling  mills  and  tank  shops  were  pressed  to  their  utmost  capacity,  in  many  cases 
running  ni^ht  hours  to  meet  the  extraordinary  demands  made  upon  them,  and 
second-hand  tankage,  wherever  it  could  be  spared,  was  cut  down  and  made  to  do 
service  again  in  the  new  field.  Men  skilled  in  the  special  work  of  tank  building 
were  sought  for  and  transported  to  building  points  from  Chicago,  Brooklyn,  ana 
all  the  cities  and  towns  of  oildom,  east  and  west,  until  their  name  was  legion. 
More  than  a  score  of  sawmills  were  drawn  upon  to  furnish  the  lumber  at  the  rate 
of  thousands  of  feet  per  day  to  roof  the  huge  oil  receptacles. 

iSeep.4dS. 
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In  addition  to  this  force  were  the  graders,  taming  ont  two  and  more  tank 
grades  per  day.  The  Chartiers  Valley  presented  a  scene  of  activity  rarely  wit- 
nessed since  the  days  when  armies  were  similarily  engaged  throwing  np  tempo- 
rary fortifications.  For  miles  teams,  laden  with  iron,  rivets,  sheet  iron«  etc. ,  were 
seen  hurrying  in  seeminglv  endless  confosion,  and  jret  all  were  under  proper 
direction,  eacn  going  to  a  designated  point,  arriving  in  such  order  as  to  x»reTent 
loss  of  time  from  want  of  material,  for  there  was  no  surplus,  no  reserves.  Every- 
thing was  used  on  arrival,  and  special  agents^  laboring  over  overtaxed  railroad 
officials,  to  hurry  forward  supplies,  others  seeking  belated  cars  on  side  tracks;  the 
wires  brought  into  reauisition;  the  express  companies  shipping  rivets,  plate  iron, 
and  many  other  articles,  which  ordinarily  were  shipi>ed  ij  rraght.  It  was  no 
longer  a  question  of  expense,  but  simplv  a  question  of  securing  supplies  as  fiast  as 
required,  by  whatever  means.  Scarcely  tune  for  sleep,  none  for  recreation;  it 
would  come  later,  as  it  did.  Besieged  everywhere  by  the  owner,  or  expected  owner, 
of  a  flowing  well,  with  the  ever-present  and  ever-recurring  question,  **  When  win 
you  complete  the  next  tank?"  *'  To-morrow,"  the  answer  came  uniformly,  and 
so  did  the  tank,  but  only  to  be  filled  at  once  and  the  necessity  for  another  eqtially 
great  ijressing  upon  us.* 

**  This  vigorous,  graphic,  and  conservative  statement  is  fully  borne  out  by  the 
facts,  and  gives  an  excellent  pen  picture  of  the  excitement  and  fierce  activity 
attending  the  development  of  that  prolific  territory.  This  was  the  work  of  but 
one  depfl^rtment  and  involved  merely  the  building  of  the  iron  tankage,  which  still 
stands  in  the  McDonald  field  to  show  for  itself  what  was  done.  But  it  does  not 
involve  that  still  mightier  work  of  moving  into  the  McDonald  field  the  pipes  for 
the  miles  of  lines  reauired  to  run  this  oil  from  the  wells  of  the  producers  to  the 
markets  of  the  worla,  or  where  it  might  be  fitteu  for  such  markets;  it  says  noth- 
ing of  the  great  pump  stations  which  were  erected  at  both  McDonald  and  Qreggs 
stations,  on  the  Panhandle  Railroad,  to  care  for  this  enormous  output  of  nature's 
wealth,  or  of  the  pumps  in  everv  valley  of  that  field;  the  boilers  and  engrinee 
necessary  as  motive  power  to  all  this  machineiy  needed  to  move  into  the  flood  of 
oil  which  poured  forth  from  this,  the  most  prolific  white-sand  field  ever  dev^oped 
on  this  continent. 

**  The  McDonald  field  is  about  6  miles  long  by  2  miles  wide,  or  contains  in  the 
vicinity  of  12  square  miles,  yet  the  pipe-line  company  has  shipx>ed  into  that  field 
05  miles  of  2-inch  pipe,  41  miles  of  8-inch  pipe,  25  miles  of  4-incn  pipe,  and  93  miles 
of  6-inch  pipe,  a  total  of  158  miles  of  pipe,  or  over  11  miles  of  pipe  for  every  square 
mile  of  territory,  and  all  this  merely  to  carry  the  product  from  the  wells  to  the 
mains  of  the  company,  which  had  been  previously  laid  from  the  Washington  field 
to  the  grand  depots  at  Olean,  in  New  York,  on  the  trunk  line  to  New  York,  and 
to  Cole^ove,  connecting  with  the  trunk  line  to  Philadelphia.  Neither  do  these 
figures  mclude  70  miles  of  6-inch  pipe  from  Greggs  station  to  Bear  Creek,  as  an 
additional  outlet  deemed  necessary,  owing  to  the  possibility  that  the  increasing 
production  might  become  greater  than  the  capacity  of  these  two  main  lines  to 
carry. 

''  The  field  itself  is  but  about  a  year  old,  and  all  this  work,  or  by  far  the  greater 
part  of  it,  was  done  between  the  middle  of  July  and  the  beginning  of  November, 
1801.  The  plant  is  completed,  with  the  exception  of  laying  such  lines  as  may  be 
necessary  to  connect  new  wells  as  they  come  in;  the  pipe-line  business  has  assumed 
its  usual  routine  under  the  facilities  i)rovided  by  the  gigantic  system  established: 
and  while  the  output  of  the  field  is  still  large,  it  is  handled  wiuiout  the  slightest 
ripple  of  excitement.  Not  only  the  iron  tankage  with  a  capacity  of  8,000,000  bar- 
rels of  oil  stand  there,  but  the  mighty  pumps  at  the  stations  at  McDonald  and  at 
Qreggs  are  living  and  pulsating  evidences  of  the  achievement. 

**  There  was  much  accomplished,  however,  which  can  not  appear  to  the  mere 
observer  in  the  field.  Sui)erncial  examinations  in  the  erection  of  a  plant  of  this 
size  within  such  a  brief  period  of  time,  a  plant  that  is  as  permanent  as  the  field 
itself,  working  with  the  smoothness  and  perfection  of  one  which  might  have  occu- 
pied years  in  its  construction.  Neither  can  a  superficial  observer  see  the  expen- 
siveness  of  certain  features  unless  he  be  an  expert  in  the  handling  of  oU. 

''  The  field  itself  is  one  succession  of  hills  several  hundred  feet  in  height,  with 
correspondingly  deep  hollows.  There  are  wells  on  the  hills  as  well  as  in  the 
hollows.  Very  large  producers  were  so  situated  that  there  was  no  advantage  to 
the  pipe  lines  from  gravity  whatever;  everything  had  to  be  forced  by  pumps,  a 
result  of  some  wells  oeing  so  much  lower  than  others  and  the  high  pressure  at 
which  the  lines  were  used,  requiring  the  use  of  a  pump  station  in  every  produc- 
tive valley. 

"  The  haste  with  which  construction  had  to  be  prosecuted  is  faintly  indicated 
by  the  growth  of  production  in  the  oil  field.    The  first  well  completed  was  the 
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Royal  Qa&  Ck)mpaiiy's  well,  in  February,  1891.  It  was  drilled  for  gas,  and  the 
field  has  accordingly  been  not  only  a  snrprise,  but  is  also  an  accident.  This  was 
followed  by  Santer's  No.  1,  which  wells  were  connected  with  the  main  discharge 
line  of  the  National  Transit  Company  by  2-inch  pipes.  The  next  well  of  any 
importance  was  the  Matthews,  sitnated  abont  midway  between  the  McDonald 
and  the  McCardy  field,  already  developed.  It  got  some  oil  in  the  Gordon  sand  in 
the  spring  of  1891,  and  was  a  small  well,  say  10  or  12  barrels  daily.  This  was 
connected  in  the  nsnal  way. 

'*  To  the  beginning  of  July  there  had  been  no  such  volnme  of  production  as  to 
cause  any  unusuiJ  effort  to  care  for,  or  to  transport.  But  in  the  early  part  of  the 
month  of  July  the  Clark  &  Bannister  well,  on  a  town  lot  in  McDonald,  struck 
the  fifth  sand  and  started  off  at  80  barrels  per  hour;  the  Matthews,  already 
referred  to,  more  than  2  miles  distant,  struck  the  same  sand  about  the  middle  of 
the  month,  and  was  credited  with  40  or  50  barrels  per  hour.  Sauter's  No.  8,  as  if 
envious  that  McDonald  should  be  outdone  by  that  out-in-the-country  well,  went 
to  the  fifth  sand  also  and  came  in  with  a  jump  at  120  barrels  per  hour. 

'*  This  was  not  a  theory,  but  a  condition  that  had  to  be  faced.  The  production 
must  be  cared  for.  A  pump  station  was  begun  at  McDonald  without  delay. 
Tramsportation  had  to  be  forced.  The  capacity  of  the  lines  at  the  beginning  of 
Jnly  was  but  about  3,000  barrels  daily.  This  evidently  would  have  been  inade- 
quate to  run  such  an  outpouring  of  oil  as  was  going  on.  The  production  of  oil 
by  the  middle  of  August  was  up  to  about  15,000  ba^elsper  day.  By  the  1st  of 
September  the  lines  could  handle  26,000  barrels  x>er  day.  The  production  increased 
and  exceeded  that  amount.  By  the  1st  of  October  the  lines  could  handle  40,000 
barrels  x>er  dav.  The  petroleum  still  increased;  the  race  between  production  and 
the  capacity  of  the  company  to  handle  it  became  fast  and  furious.  By  November 
the  production  on  some  days  was  up  to  the  vicinity  of  80,000  barrels  per  day,  but 
by  tne  1st  of  December  the  capacity  of  the  pipe  line  had  been  increased  so  that  it 
was  able  to  handle  90,000  barrels  per  day,  if  necessity  should  arise. 

**  That  day  has  not  come.  The  production  began  grovmig  less  after  November, 
but  the  plant  of  the  pipe-line  company  is  none  the  less.  It  not  only  erected  a 
plant  capable  of  han&ng,  but  actually  received  and  run  such  a  volume  of  oil 
as  can  scarcelv  be  comprehended.  The  amount  of  oil  carried  away  from  the 
McDonald  field  in  November,  if  carried  in  cars,  would  have  required  a  train  of  25 
full  loaded  cars  to  have  been  run  more  than  once  every  hour,  dayand  night,  to 
have  carried  it.  More  than  750  cars  would  have  been  required.  The  plant  able 
to  move  such  a  weight  is  necessarily  large  as  well  as  x)owerful,  and  much 
machinery  is  necessary. 

**  But  keeping  the  machinery  in  motion  was  one  of  the  difficulties  encountered 
in  that  field  and  successfully  overcome  which  might  have  been  a  fatal  obstacle 
to  a  less  thoroughly  equipi)ed  organization.  The  water  available  in  the  vicinity 
of  the  operations  was  so  bad,  owing  to  coal-mine  drainage,  that  it  could  not  be 
used  for  the  boilers.  It  became  necessary  to  mpe  all  the  water  from  the  Ohio 
River  and  Montour  run.  The  injury  to  the  boners  before  the  water-pipe  system 
was  completed  caused  the  expense  of  a  large  number  of  boiler  makers  for  10  weeks. 
The  water  system  from  the  Ohio  River  and  Montour  run  covered  about  7  miles, 
but  it  was  subsequently  found  that  a  saving  in  distance  could  be  effected  by 
budding  a  water  station  in  BridgeviUe,  from  which  a  3-inch  main  was  run  and  is 
now  supplying  that  field. 

**  The  conditions  under  which  this  plant  was  erected  also  involved  the  difficul- 
ties, delays,  vexations,  and  additional  expense  of  the  means  of  transportation  of 
material  being  in  pressing  demand  by  all  manner  of  interests  in  the  newly-devel- 
oped field.  Operators  were  anxious  to  get  their  machinery  and  tools  to  their  leases 
at  the  earliest  possible  moment;  well-supply  companies  were  making  demands  for 
lTansi)ortation  with  all  the  vehemence  x>ossible  to  exercise;  merchants  and  crafts- 
men attracted  thither  added  their  mite  to  the  pressure,  not  only  upon  the  railroad 
company  to  various  stations  adjacent  to  the  field,  but  also  for  teams  to  transport 
their  boilers,  engines,  rig  timbers,  and  building  material,  stocks  of  goods,  supplies 
for  man  and  beast,  teams  were  brought  into  requisition  to  the  number  of  many 
hundreds;  the  movement  of  teams  was  necessarily  slow,  and  accident  to  one  was 
the  concern  of  aU,  as  the  delay  stopx>ed  the  procession  of  loaded  wagons  for  miles; 
a  single  car  on  a  switch  might  delay  the  whole  train;  but  one  side  track  was 
available  at  any  of  the  stations  on  the  railroad  near  the  field;  a  veritable  army  of 
men  was  employed;  the  work  went  on  night  and  day  under  competent  direction; 
as  one  gang  quit  for  rest  and  sleep  another  went  on,  gas  fumismng  the  electric 
light  by  nig[ht,  so  there  was  no  pause  from  the  beginning  of  the  line  or  of  a  pump 
station  until  it  was  completed;  the  whole  plant  including  64  boilers,  some  or 
them  80  horsepower;  145  pumps  of  various  sizes,  from  the  small  ones  in  the  val- 
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leys  to  the  X)owerfTil  works  at  the  pumping  station,  with  appropriate  engines,  all 
brought  in,  set  up  and  put  in  running  order,  supplied  with  water  brought  through 
miles  of  an  ai*tificial  water  system;  about  150  miles  of  pii>e  lines  in  &e  field  and 
70  miles  of  laree  main  out  of  it;  iron  tankage,  with  a  cai>acitv  of  8,000,000  barrels, 
all  erected  and  completed  within  the  brief  period  of  4  months.  It  is  a  triumph, 
whether  viewed  as  an  achievement  of  American  enterprise,  or  the  resuU  of  busi- 
ness organization  which  enables  such  vast  resources  to  be  placed  at  the  disposal 
of  productive  industry  so  promptly,  skillfully,  and  advantageously  to  the  develop- 
ment of  natural  resources." — Indiutrial  edition  of  the  PitMurg  Commercial- 
Gazette. 

At  this  time  the  Producers  Oil  Company,  Limited,  owned  only  a  private  line  on 
the  margin  of  the  field  probably  sufficient  to  handle  2,000  barrels  a  day.  and  dur- 
ing the  4  mouths  it  did  not  increase  beyond  five  to  six  thousand  barrels  a  day.  If 
that  production  had  been  dependent  upon  that  one  line,  it  would  have  gone  to 
waste  or  not  have  been  produced. 

POSSIBLE  EFFECTS  OF   A  FREE  PIPE-LINE  LAW. 

Q.  There  might  have  been  a  free  pipe-line  law  in  Pennsylvania,  which  was 
opposed  by  the  Standard  Oil  Company  for  years,  and  finally  granted.  Do  you  not 
tnmk  that  there  would  have  been  pipe  lines  of  sufficient  capacity  to  have  taken 
care  of  the  oil,  if  the  producers  had  had  the  right  to  build  them  in  our  State, 
if  they  had  had  the  right  of  eminent  domain?  Is  it  fair,  therefore,  to  instance 
the  capacity  of  a  single  pipe  line,  just  starting  up,  to  care  for  the  whole  field?— 
A.  To  begin  with,  we  will  have  to  assume  that  the  producers,  or  the  persons 
engaged  in  constructing  the  pipe  lines,  under  a  free  pipe-line  law,  previous  to  1977, 
would  have  been  willing  and  satisfied  to  form  a  compact  organization,  to  put  in 
sufficient  capital,  and  to  continue  to  act  as  a  unit,  as  tne  persons  owning  the  exist- 
ing pipe-line  interests  there  have  doui^.  If  all  these  tmngs  could  have  been 
brought  about,  then  I  believe  it  would  have  been  X)OSsible  to  have  had  enough 
lines  there,  but  the  constant  cooperation  of  all  the  parties  interested  would  have 
been  necessary.  They  would  necessarily  have  been  obliged  to  be  united  on  every 
proposition,  and  that  was  something  that  was  never  accomplished  before;  nor 
has  it  been  since. 

Q.  Do  yon  not  believe  that  the  pipe-line  industry  would  have  held  out  just  such 
inducements  as  the  railroad  industry  has  to  the  country,  that  there  would  have 
been  two  or  three  large  competing  lines  in  the  field,  and  that  the  burden  of  taking 
care  of  that  oil  would  not  have  been  self-imposed  by  the  Standard  Oil  Comjiany?— 
A.  All  we  can  judge  is  by  what  did  occur  at  the  time,  when  there  were  a  g^reat 
many  competing  organizations.  There  were  one  or  two  strong  pipe  lines,  and  ti^ey 
were  owned  by  one  or  two  strong  railroad  companies,  and  managed,  in  part  or  in 
whole,  either  openly  or  by  agreement. 

Q.  It  was  then  a  growing  industry — ^away  back  before  it  was  monopolized? — 
A.  It  was  not  a  growing  industry.  It  was  overproduction.  There  was  no  pijje 
line  in  the  business  previous  to  the  organization  of  pipe  lines  in  1877  that  nad 
made  a  dollar. 

Q.  That  was  in  the  infancy  of  the  business  and  you  could  not  expect  to  have 
the  kind  of  capacity  you  have  described.  Do  you  maintain  that  one  company, 
be  it  the  Standard  or  anybody  else,  would  be  becter  for  the  oil  country,  for  pro- 
ducers and  consumers,  and  all, than  several  large  responsible  competing  com- 
panies, which  undoubtedly  would  have  been  formed  if  there  had  been  the  right  of 
eminent  domain,  and  if  the  builders  of  pipe  lines  had  not  been  opposed  in  gettins 
it  by  the  Standard  Oil  Company  itself? — ^A.  I  never  understood  that  the  Standard 
Oil  Company  directly  opposed  it.  The  Standard  Oil  Company  was  not  in  the  pipe- 
line business  until  the  time  of  the  great  opposition  and  agitation  for  free  pipe-hne 
laws.    They  did  not  go  in  until  1877. 

Q.  Was  there  not  a  great  effort  made  in  Pennsvlvania  to  get  the  right  of  emi- 
nent domain,  and  did  not  the  Standard  Oil  people,  or  the  National  Transit  Com- 
pany, ^hich  you  say  is  controlled  by  the  Standard  or  is  a  part  of  their  system, 
oppose  the  giving  of  the  right  of  eminent  domain?  Had  they  not  secured  the  right 
or  way  by  purchase  through  the  State  and  across  railroads,  and  when  other  com- 
panies undertook  to  do  that,  did  they  not  lease  and  purchase  ground  in  front  of 
their  right  of  way,  and  did  not  the  railroads  oppose  the  other  companies  passing 
under  or  over  their  ground?  Was  it  not  impossible  for  a  number  of  years  for 
other  people  to  get  to  the  seaboard  after  the  Standard  or  the  National  Transit 
Company  had  secured  their  right  of  way? — A.  I  do  not  so  understand  it.  I  never 
knew  of  but  one  instance  of  the  right  of  way  being  secured. 

Q.  (By  Representative  Livingston.)  May  I  ask  what  this  testimony  about  the 
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piX)e  lines  is  leading  np  to,  simply  a  history  of  well  digging?— A.  It  is  to  show 
the  manner  in  which  it  is  done,  and  the  nselessness  of  the  opposition  attempted 
by  the  Pare  Oil  Trust — ^its  uselessness  and  inability  to  do  any  business  where  it 
was  required. 

Q.  You  want  to  show  then  that  the  oil  company  could  not  do  any  business  on 
account  of  their  being  hampered  by  the  pipe  company? — A.  No;  they  were  not 
hampered  by  the  pipe  company.  They  were  not  aole  to  do  anything  after  they 
had  taken  it.  and  tnen  bou^t  a  charter  and  were  not  obliged  to  do  anything  that 
they  wanted.  It  was  a  hmited  concern;  it  was  not  organized  under  the  pipe-line 
laws  of  the  State;  it  was  a  private  company.  Its  purpose  was,  in  other  words,  to 
establish  the  later  movement  of  the  Petroleum  Producers'  Association,  and  was 
a  dog-in-the-manger  policy — a  going  into  business  for  the  purpose  of  annoyance, 
without  rendering  any  useful  service  to  the  State. 

Q.  (By  Mr.  Phillips.)  I  wanted  to  get  at  the  reason  why  there  were  not  other 
large  companies  in  oj^position. — A.  I  never  knew  of  the  Standard  Oil  CJompany 
placing  obstructions  in  the  way  of  the  construction  of  any  pipe  line.  I  have 
Known  of  individuals  obstructing  the  Standard  Oil  Company  s  operations.  I 
have  known  of  that.' 

Q.  After  the  Standard  Oil  Company,  or  rather  the  National  Transit  Company, 
had  assumed  control,  were  there  not  some  twenty-odd  pipe-line  companies  formed 
to  supply  the  refineries  from  various  local  fields?  It  has  been  stated  here  by  other 
witnesses  that  there  were  some  twenty-odd.  Now,  do  you  admit  that  there  were 
a  number  that  went  into  local  fields? — A.  Oh,  yes. 

Q.  After  the  National  Transit  Company  had  control?— A.  Yes. 

PREMIUMS  PLACED  ON  OIL  BY  THE  NATIONAL  TRANSIT  COMPANY. 

Q.  Now,  is  it  not  the  rule  of  the  National  Transit  Company  to  place  a  premium 
on  oil  in  all  those  fields  in  order  to  add  to  the  price  of  oil,  so  that  the  local  men 
can  not  handle  it?  Has  that  been  their  rule  or  not? — A.  Some  i  nstances  have  come 
under  my  own  observation  of  pipe  lines  being  constructed  into  new  and  prolific 
fields  for  special  purposes.  I  have  one  in  mind  in  Oil  City.  It  started,  I  think, 
as  the  Peerless  or  Keystone  pipe  line.  It  changed  its  name  so  often  that  I  could 
not  keep  track  of  it.  That  line  did  not  come  in  as  a  competing  line  in  the  field, 
and  the  condition  upon  which  it  entered  was  a  guaranty  of  a  certain  amount  of 
oil  at  a  fixed  rate  of  pipage.  The  pipage  rate  was  fixed  at  5  cents  below  the 
existing  rates  of  the  National  Transit  Company,  which  was  virtually  a  bid  for 
that  oil-— a  bid  of  5  cents — and  was  in  itself  a  premium  of  5  cents.  The  competing 
company  then  necessarily  went  oui  and  bid  the  same  figure;  the  premium  was  a 
bid  toget  the  oil. 

Q.  You  know  a  few  years  ago  there  was  quite  a  line  started  in  the  Washington 
field,  to  which  you  have  referred.  It  is  known,  I  believe,  as  the  Craig-Elkins  Line, 
or  the  Western  and  Atlantic.  Did  the  Standard  not  put  a  premium  on  Washing- 
ton County  or  Butler  County  oil  while  that  line  was  in  existence? — A.  For  the 
reason  I  have  stated  the  oil  was  bid  away  from  them  by  these  so-called  independent 
companies  coining  in. 

Q.  I  do  not  so  understand  it? — A.  That  is  as  I  understand  it. 

Q.  Did  not  the  National  Transit  Company  eventually  purchase  that  line? — A. 
That  is  the  assumption. 

Q.  Then  did  they  not  take  off  the  premium? — A.  I  do  not  believe  there  is  any 
premium  on  that  oil  now. 

Q.  But  did  they  not  reduce  the  price  of  oil  7  cents  per  barrel  to  the  producer  the 
day  or  the  next  day  after  the  purchase  was  made? — A.  If  you  will  give  me  the 
dates,  I  will  refer  to  this  book  nere.    I  can  not  state  it  from  memory. 

Q.  I  can  not  at  this  time.  You  have  no  knowledge? — A.  I  have  no  knowledge 
on  that  subject. 

Q.  There  has  been  a  new  field,  called  the  Scio  field,  opened  up  in  the  last  two 
years.  Is  there  not  an  independent  pipe  line  in  that  field? — A.  I  have  heard  there 
were  some  people  bidding  for  oil  there. 

Q.  Is  there  a  premium  placed  on  that  oil? — ^A.  I  believe  there  is. 

Q.  Is  that  oil  better  than  any  other  oil? — A.  It  is  said  to  be;  it  is  said  to  be  equal 
to  the  Clarendon  oil. 

Q.  Has  there  not  very  frequently  been  a  premium  put  on  oil,  it  being  claimed 
that  it  was  better,  which  was  afterwards  taken  off  when  the  opposition  ceased? — 
A.  I  have  knowledge  of  premiums  being  placed  on  oil,  and  I  have  knowledge  of 
premiums  being  taken  off;  but  I  have  no  knowledge  of  the  purx)Ose  of  those 
premiums. 

1  See  p.  486. 
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PIFB  LIK18  WHICH  HAYS  PAID  RBBATBB. 

Q.  (By  Mr.  Farquhar.)  What  pipe  lines  have  paid  rebates  to  prodaoera,  and 
when  and  how  did  they  pay  them?— A.  The  Matoal  Pipe  Line  paid  a  rebate  of  5 
cents  a  barrel. 

Q.  (By  Mr.  Smyth.)  Is  that  an  independent  pipe  line?— A.  They  were  all  inde- 

Sendent  pipe  lines  in  those  daYs.  They  entered  into  a  contract.  I  have  some 
gures  here  on  the  subject.  These  rebates  to  which  I  refer  now  were  a  matter  of 
common  knowledge  so  far  back  as  1878.  Some  time  after  the  close  of  that  moTe- 
ment  one  of  the  persons  connected  with  it  made  a  demand  upon  the  Union  I^ 
Line  for  a  rebate  and  gaYe  his  reasons,  which  will  appear  from  the  following 
correspondence.  I  am  reading  now  from  a  letter  head  of  the  Bear  Creek  Refining 
Company,  Limited: 

BXBATS. 

B.  B.  Campbell,  chairman.  R.  P.  Crawford,  treasurer.  Bear  Creek  Refining 
Company,  Limited,  refiners  of  petroleum.  City  office,  comer  Etna  and  EleYenth 
streets.    Pittsbnrg.  Pa. ,  October  22, 1884. 

The  following  correspondence  demanding  rebates  on  pipage  'paa&ed  between 
R.  P.  Crawford,  treasurer  of  the  Bear  Creek  Oil  Refining  CompanY,and  Mr.O.P. 
Swisher,  of  the  United  Pipe  Lines  Company.  Then  the  correspondence  was  trans- 
feri'ed  from  Wc,  Swisher  to  Mr.  Henry  McSweeney,  solicitor  for  the  United  Pipe 
Line: 

Letter  No.  1.  Under  the  aboYe  letter  head,  with  a  Pittsburg  date  line,  on  the 
date  above  mentioned,  Mr.  Crawford  writes: 

Mr.  O.  P.  SwisHEB. 

Dear  Sir:  I  am  informed  that  your  former  attorney,  Mr.  Hancock,  has  been 
superseded  by  Mr.  McSweeney.    I  wish  the  latter  to  get  the  inclosed.    If  not 
addressed  properly,  please  see  that  it  gets  in  the  iiroper  hands. 
Yours,  sincerely, 

R.  P.  Crawford. 

Letter  No.  2,  written  under  the  letter  head  of  the  Bear  Creek  Refining  Com- 
pany, on  even  date  with  the  above.    Mr.  Crawford  writes: 

H.  McSweeney,  Esq. 

Sir:  I  met  Mr.  J.  R.  Campbell  three  weeks  ago  on  a  train  to  Oil  City.  I  told 
him  I  was  aimous  to  ^t  an  old  unsettled  matter  fixed  upon  a  matter  of  over- 
charge  of  pipage  on  oil  from  some  small  producing  wells  near  the  mouth  of 
Clanon  River.  Mr.  Campbell  told  me  to  write  yoti  on  the  subject.  In  the  days 
of  the  old  Mutual  Line  (G.  R.  Harms,  manager)  we  found  oil  on  a  lease  obtained 
from  Hon.  Thomas  Mellon  and  R.  Galey,  sr.,  about  one  mile  from  the  mouth  of 
Clarion  River.  We  had  completed  our  arrangements  to  lay  our  own  pipe  lines 
to  the  railroad.  Mr.  Harms  came  to  see  me,  and  he  agreea  to  15  cents  pipage 
for  all  the  oil  from  the  lease  above  referred  to,  but  not  to  extend  to  any  other 
leases.  The  pipage  at  that  time  was  settled  monthly.  I  have  the  papers  to  show 
such  settlement.  The  Union,  Empire,  United,  and  National  Transit  nave,  in  suc- 
cession, fallen  heir  to  the  arrangement.  It  has  been  investigated  several  times— 
by  Mr.  Hatch  for  and  in  behalf  of  the  Union  (afterwards  the  Eknuire)  Line,  by 
the  pipe  lines  when  operated  in  the  pooling  arrangement,  and  by  Mr.  Waller  in 
behalf  of  the  United,  after  the  purchase  by  the  latter  of  the  Empire  Line. 

The  wells  are  called  Mellon  (or  Andes)  and  Brett.  The  last  paid  by  the  United 
was,  up  to  and  including  the  runs  for  April,  1879,  as  follows: 

April  runs,  Mellon,  903.66  barrels,  at  5  cents |45. 18 

April  runs,  Brett,  138.01  barrels, at  5  cents 6.65 

The  charge  of  20  cents  pipage  being  in  excess,  we  claim  an  allowance  of  5  cents 
per  barrel  on  all  oil  runs  since  that  date,  and  to  continue  as  long  as  we  produce 
from  that  particular  territory.  The  wells  have  run  down  to  a  small  business,  but 
small  as  the  claim  may  appear  I  must  get  it  settled,  either  amicably  or  by  law 
I  much  prefer  the  former,  but  one  of  my  partners  is  a  lawyer  (B.  B.  Campbell), 
and,  like  all  lawyers,  is  ready  for  the  job.  I  write  this  in  a  spirit  of  kindness  and 
fairness,  as  one  business  man  should  to  another,  and  trust  it  will  receive  your 
prompt  and  car^Eul  consideration. 

R.  P.  Crawford,  Truatee, 
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To  which  Mr.  McSweeney  makes  reply  under  date  of  Oil  City,  October  23, 1884. 

B.  P.  Crawford,  Esq.,  Pittsburg,  Pa. 

Dear  Sir:  Yonr  letter  of  the  22d  instant  claiming  overcharge  of  pipM^  is 
received.  Please  send  me  copies  of  all  papers  npon  wnich  yon  base  your  claim, 
as  well  as  a  fall  and  specific  statement  of  the  amonnt  alleged  to  be  dne  yon,  etc. 
As  soon  as  I  hear  from  yon  I  will  carefully  examine  your  claim  and  advise  you 
as  to  the  result. 

Yours,  truly,  H.  McSweeney. 

Letter  No.  4,  written  on  the  letter  head  of  the  Bear  Creek  Refining  Company, 
Ldmited: 

PiTTSBURO,  Pa.,  November  14,  J884. 
Mr.  H.  McSweeney, 

Dear  Sir:  I  answer  yours  of  28d  ultimo  as  follows:  I  inclose  sheets  marked 
Nos.  1  and  2,  showing  runs  from  Mellon  or  Andes  wells  (two numbers),  and  from 
Brett  wells,  upon  wmch  there  is  due  5  cents  x>er  barrel: 

Andes  or  Mellon,  25,190.65  barrels,  at  6  cents $1,259.08 

Brett,  2,061.84  barrels,  at  5  cents 108.00 

Total 1,363.07 

I  also  inclose  sheet  No.  4,  showing  a  few  runs  from  each  Mellon  and  Brett, 
mnning  backward  of  runs  ux)on  which  the  5  cents  per  barrel  overcharge  was 
paid,  to  fiiveyou  a  start  toward  tracing  it.  As  to  the  contract,  I  refer  you  to 
Charles  P.  Hatch,  Roanoke,  Roanoke  County,  Va.,  formerly  manager  of  the 
Empire  Pipe  Line,  also  John  T.  Galey,  who  was  stockholder  in  the  contemplated 
pix>eline  from  these  wells.  Thomas  F.  Galey,  Pollock  post-office.  Clarion  County, 
I^.,  can  give  John's  address.  I  do  not  know  where  G.  R.  Harms  is  at  present. 
The  last  1  heard  from  him  he  was  at  Cincinnati,  Ohio.  There  is  no  doubt  about 
this  claim  being  a  just  one.  It  is  just  what  Mr.  Hatch  called  it,  * '  an  overcharge," 
and  knowing  all  about  it,  I  sav  the  same  thing.  I  think  Mr.  O.  P.  Swisher  could 
tell  you  something  about  it,  if  he  will  be  kind  enough  to  freshen  his  memory. 

Hoping  to  hear  from  you  soon,  I  am,  yours,  respectfully, 

R.  P.  Crawford,  Superintendent. 
Letter  No.  5,  on  letter  head  of  Bear  Creek  Refining  Company,  Limited: 

PiTTSBURO,  Pa.,  November  16,  ISS4. 
H.  McSweeney. 

Dear  Sir:  In  making  up  the  account  for  overcharge  pii>age,  which  I  mailed 
to  you  yesterday,  I  left  out  the  old  Galey  well,  which  was  included  in  the  con- 
tract. It  is  a  very  small  producer,  and  if  the  others  are  settled  I  will  let  it  go.  I 
sold  it  last  spring  and  have  nothing  to  do  with  it  now. 

I  wish  to  say  to  you  frankly  that  we  made  a  mistake  agreeing  to  15  cents  i>er 
barrel  pipage  from  those  regions,  as  we  should  have  built  the  line,  which  would 
have  been  but  a  fraction  over  1  mile,  and  pumx>ed  our  oil  to  the  railroad  at  less 
than  5  cents  per  barrel.  But  the  contract  was  made,  complied  with  for  years, 
and  now  I  only  ask  for  compliuice  and  continuance  of  same. 
Respecmdly, 

R.  P.  Crawford,  Superintendent, 

Letter  No.  6,  on  letter  head  of  the  Norfolk  and  Western  Railway  Company, 
Charles  F.  Hateh,  general  freight  agent: 

Roanoke,  Roanoke  County,  Va.,  November  f^,  I884, 
H.  McSweeney,  Esq., 

Solicitor  National  Transit  Company,  OU  City,  Venango  County,  Pa, 

Dear  Sir:  I  have  ^our  favor  of  20th,  referring  to  the  matter  of  the  claim  of 
R.  P.  Crawford  against  the  National  Transit  Company  on  account  of  alleged 
overcharge  on  pipage  of  oil  produced  from  wells  drilled  on  lands  leased  from 
Hon.  Thomas  Mellon  and  Robert  Galey,  on  Clarion  River,  about  1  mile  from  the 
mouth. 

When  the  Empire  Transportation  Company  purchased  the  Mutual  Pipe  lAne 
in  1872,  we  founa  among  others  was  a  contract,  entered  into  by  Messrs.  Martin 
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and  HarmSf  owners  of  the  Mutual  Pipe  Line,  and  R.  P.  Crawford  and  others 
upon  the  subject  mentioned,  by  which  the  Mutual  Pipe  Line  aereed  to  trazisport 
the  oil  from  the  wells  mentioned  at  a  rate  of  15  cents  per  barrel. 

This  agreement  was  an  oral  one  and  there  was  no  written  agreement  embodying 
it,  but  the  facts  were  conceded  upon  the  representation  of  Mr.  Crawford,  as  inreO 
as  Mr.  Harms,  representing  the  respective  interests.  Following  this  the  Mutual 
Pipe  Line  and  its  successor,  the  Umon  ^pe  Compai^,  continued  to  transport  the 
oil  mentioned  at  the  15-cent  rate.  The  Dnion  Pipe  Company  was  the  name  given 
to  the  pipe-line  interests  in  the  lower  country  belonging  to  the  Empire  Transrior- 
tation  Company.  When  the  Empire  Transportation  Comi>any  sold  its  pipe-line 
property  in  1877,  all  papers  and  agreements  were  turned  over  to  the  representatives 
of  tne  Standard  Oil  Company,  or  the  United  Pipe  Lines,  and,  if  my  recollection 
serves  me  right,  I  gave  their  representative  a  statement  showing  the  special  con- 
tracts and  rates  for  the  transportation  of  oil,  among  which,  I  think,  was  the  one  to 
which  you  refer. 

There  is  no  doubt  that  the  agreement  referred  to  was  made  between  Mr.  Craw- 
ford and  Messrs.  Martin  and  Harms,  and  that  it  was  fully  observed,  as  they  ow^ed 
the  ^p^'pe  line,  and  that  this  oral  a^eement  was  fully  respected  by  their  successors 
up  to  the  time  of  the  sale  of  the  pipe  interests  of  the  Empire  Transportation  Ck>in- 
pany  in  1877.  The  reason  for  this  contest  rests  upon  the  fact  that,  at  the  time 
Messrs.  Martin  and  Harms  had  built  their  pipe  lines,  the  parties  owning  the  virells 
on  the  Clarion  River,  mentioned  above,  projected  the  construction  of  a  short  line 
from  the  wells  to  the  railroad,  and  the  agreement  entered  into,  establishing  a  15- 
cent  rate,  was  a  compromise  under  which  Mr.  Crawford  and  others  abandoned 
their  project  of  constructing  the  Clarion  line. 
Yours,  very  truly, 

Charles  P.  Hatch. 

Letter  No.  7,  dated  (Ml  City,  November  20, 1884: 

R.  P.  Crawford,  Esq. 

Dear  Sir:  Your  favor  of  the  14th  instant,  in  relation  to  the  alleged  overcharge 
of  pipage,  was  duly  received.  I  will  investigate  the  matter  and  advise  you  of  the 
course  this  company  will  pursue  as  early  as  possible. 

Yours,  truly,  H.  McSweeney. 

Letter  No.  8,  on  letter  head  Standard  Oil  Company,  44  Broadway,  S.  C.  T.  Dodd 
solicitor,  dated  New  York,  September  15, 1884: 

H.  McSweeney,  Esq.,  OU  City,  Pa, 

Dear  Sir:  About  the  year  1879  R.  P.  Crawford,  B.  B.  Campbell,  and  others 
caused  a  quo  warranto  to  be  filed  against  the  United  Pipe  Lines,  asking  for  a  for- 
feiture of  its  charter  upon  this  ground,  among  others,  that  it  had  made  discrimi- 
nations in  its  pipage  charges.    About  the  same  time  actions  were  brought  in  the 
supreme  court  of  the  State  against  the  Standard  Oil  Company  and  the  United 
Pipe  Lines  and  various  railroads,  the  burden  of  the  complaint  in  each  case  being 
discrimination.    A  criminal  action  was  begun  in  Clarion  County  against  J.  Jl 
Vander^ift,  J.  D.  Rockefeller,  and  others  upon  the  charge  tiiat  they  had  con- 
spired with  the  railroads  to  give  and  receive  discriminations  in  freight.    R.  P. 
Crawford  was  a  leading  man  in  all  these  proceedings.    When  I  investigated  the 
facts,  so  far  as  the  United  Pipe  Lines  were  concerned,  I  discovered  that  the  only 
discrimination  of  which  it  had  been  guilty  was  in  reference  to  several  contracts 
which  it  had  inherited,  one  of  which  was  the  contract  to  which  you  refer, 
between  R.  P.  Crawford,  or  the  Bear  Creek  Oil  Company,  and  the  Mutual  Pipe 
Line  Company.    The  parties  who  were  making  all  this  fuss  about  the  disciimina- 
tions  were  the  only  parties  receiving  any  benefit  from  the  discrimination.    They 
claimed  that  the  discrimination  was  not  only  contrary  to  public  policy  but  was 
absolutely  criminal.    I  agreed  with  them  so  far  as  the  public  policy  was  con- 
cerned, and  I  directed  the  United  Pipe  Lines  to  repudiate  all  such  contracts.    R. 
P.  Crawford  applied  to  me  frequently  in  relation  to  this  matter,  and  I  always 
gave  him  the  same  reply,  that  we  would  charge  the  same  rate  of  pipage  to  every 
man,  and  would  recognize  no  contracts  whatever  for  a  less  rate.    I  do  not  think 
that  we  ought  to  depart  from  this  line  of  policy,  and  particularly  not  in  favor  of 
R.  P,  Crawford.    I  would  be  glad  to  have  him  bring  suit.    If  such  contracts  are 
good  in  law  I  would  like  to  have  it  so  established  at  the  suit  of  R.  P.  Crawford 
or  B.  B.  Campbell,  the  parties  who  so  few  years  ago  were  endeavoring  to  put  us 
in  the  penitentiary  for  the  very  thing  for  from  which  they  now  claim  the  benefit. 
Yours,  truly, 

S.  C,  T.  DoDD. 
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Letter  No.  9,  dated  Oil  City,  Pa.,  December  17, 1884: 

R.  P.  Cbawpord,  Esq.,  Pittsburg ,  Pa. 

Dear  Sir:  After  a  careful  consideration  of  the  matter  I  have  decided  that  this 
company  must  decline  to  recognize  the  claim  made  by  you  on  account  of  alleged 
overcharges  of  pipage. 

Yours,  truly,  H.  McSweeney, 

Solicitor  United  Pipe  Line. 

PREMIUMS  AND  REBATES  COMPARED. 

Q.  What  is  the  difference  between  putting  a  premium  on  a  given  field  when 
the  oil  is  sold  and  allowing  a  rebate  to  another?  Was  that  done  to  evade  the 
law? — ^A.  I  think  I  have  already  given  my  view  of  the  question  of  premiums.  I 
have  stated  that  they  are  of  the  nature  of  a  bid  when  there  is  competition  for  a 
particular  grade  of  oil.^ 

Q.  You  do  not  know  of  your  own  knowledge,  then,  of  any  premiums  being  paid 
where  the  oil  was  not  any  better  in  one  neld  than  another? — A.  Oh,  as  to  the 
quality  of  the  oil  I  am  not  comi)etent  to  sx>eak.  I  am  a  producer  only  in  a  very 
small  way,  and  I  do  not  care  to  testify  as  to  the  quality  of  the  oil;  but  I  know 
that  the  practice  of  paying  a  premium  was  at  one  time  general  over  the  whole 
region. 

(By  Mr.  Smyth.)  Who  paid  those  premiums? — ^A.  The  purchasers  of  the  oil. 
It  was  the  custom  of  the  trade  at  that  time? — A.  Yes;  anyone  buying  oil 
was  obliged  to  pay  a  premium. 

Q.  (By  Mr.  Phillips.  )  Did  the  National  Transit  Company  or  the  Standard  pur- 
chasing agency  pay  this  premium  on  all  credit  balances?  Have  they  not  made  it 
a  rule  to  buy  all  credit  balances  at  the  market  value,  whatever  it  was,  on  the 
exchange? — ^A.  I  think  that  rule  was  abandoned  in  1805. 

Q.  Well,  for  a  great  many  years  previous  to  that  it  was  the  custom? — A.  Pre- 
vious to  1895  they  did  buy  at  the  ruling  price  of  the  exchange. 

PRICE  OF  CRUDE  OIL  DETERMINED  BY  THE  PRICE  OF  REFINED. 

Q.  Now,  they  fixed  the  price  themselves,  but  the  time  to  which  we  alluded  there 
was  this  great  discrimination? — A.  If  I  am  expected  to  answer  as  to  my  under- 
standing of  the  point  of  their  fixinj^  the  price,  I  will  say  that  I  do  not  understand 
that  they  fixed  the  price.  The  price  was  fixed  by  demand,  the  price  of  crude  oil 
being  reflected  in  the  price  of  refined. 

Q.  Who  reflects  botn  the  price  of  crude  and  refined? — ^A.  The  consumer  makes 
the  price.    He  is  the  man  wno  states  what  he  will  pay. 

Q.  (By  Mr.  Smyth.)  You  stated  that  it  was  largely  caused  by  the  export 
demand? — A.  Yes;  wherever  the  consumer  is. 

Q.  In  your  judgment  theprice  is  fixed  by  the  foreign  demand? — ^A.  Yes. 

Q.  (By  Mr.  Phillips.)  Then,  when  the  Standard  Oil  Company  marks  refined 
oil  up  10, 15,  or  20  points,  that  is  fixed  by  the  consumer,  is  it? — A.  My  reply  was 
to  a  different  question  entirely.  I  think  it  is  taking  advantage  of  a  witness  to 
put  it  in  that  way.    I  have  not  testified  on  that  branch  of  the  question. 

Q.  I  do  not  wish  to  take  any  advantage  of  you. — A.  I  stated  a  little  while  ago 
that  in  my  opinion  the  premium  is  the  result  of  a  bid  for  oil  where  there  is  a 
demand.  In  districts  where  there  is  a  demand  for  oil  a  premium  is  usually  placed 
on  it  just  as  a  premium  is  placed  on  leases  where  there  is  a  demand  for  land.  The 
producer  is  carrying  out  the  same  idea  in  comx)etition. 

Q.  For  15  or  20  years  past  has  there  been  any  special  demand  by  outside 
remiers?  Have  not  the  Standard  Oil  Company  and  tne  National  Transit  Com- 
pany  handled  the  great  bulk  of  it? — A.  You  have  just  mentioned  a  great  line  in 
the  Washington  field,  the  Western  and  Atlantic;  that  was  a  demand.  It  brought 
capital  in  large  quantities.    It  employed  several  millions  of  dollars. 

PRICE  OP  OIL  determined  BY  THE  DEMAND  AND  SUPPLY. 

Q.  (By  Mr.  Smyth.  )  Do  you  think  that  the  fluctuation  in  the  market  price  of 
oil  IS  caused  by  the  demand  for  oil,  or  is  it  the  result  of  manipulation  on  the  part 
of  the  refiners? — A.  It  is  unquestionably  the  demand  for  oil. 

Q.  A  larger  demand  for  oil,  in  your  judgment,  causes  an  advance  in  prices?— 
A.  Yes. 

Q.  And  when  the  demand  slackens  the  production  decreases? — A.  The  supply 


1  See  pp.  676, 677,  688. 
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and  demand  regulate  the  price.  In-  the  doonments  which  I  read  this  morning 
the  complaint  of  the  producers,  from  the  first  movements  down,  has  been  orer- 
production,  and  it  has  been  generally  admitted  that  the  price  is  determined  by 
supply  and  demand. 

Q.  (By  Mr.  PHILLIPS.)  Has  that  law  worked  well  in  the  case  of  the  Standard 
Oil  Company?  Have  their  profits  gone  down  on  account  of  overproduction?  EU» 
the  business  not  been  continually  profitable  to  them,  regardless  of  this  law  of  sap- 

Sly  and  demand?    Do  you  know  any  one  year,  of  your  own  biowledge,  in  which 
[ley  have  lost  money ?— A.  I  know  nothing  about  their  conmiercial  business  at  aU. 
Q.  (By  Mr.  Skyth.)  I  do  not  suppose  they  would  admit  it.— A.  I  do  not  sai>- 
pose  anybody  would. 
Q.  (By  Mr.  Fabquhaa.)  It  would  simply  be  a  matter  of  rumor?— A.  Tes. 
<^.  Have  you,  of  vour  own  knowledge,  ever  known  of  a  single  statement  iasaed, 
givmg  away  their  business  to  anybody?— A.  If  it  were  generally  known  that  any 
company  was  losing  money  its  stocks  would  tumble  very  rapidly. 

S.  Have  you  ever  Imown  of  any  statement  being  given  out  by  the  Standard 
er  any  of  the  three  organizations  in  which  they  nave  been?— A.  I  never  havei 

TEOfi  VALUB  OF  THE  STOCK  OF  THB  BTANDABD  OIL  COMPAKY. 

Q.  (By  Mr.  Phillips.)  What  was  the  capital  stock  of  the  Standard  Oil  Com- 
pany 6  or  10  years  ago?  Was  it  more  or  less  than  $100,000,000?— A.  I  think  a  little 
less. 

Q.  How  much  less?- A.  Three  or  four  millions,  possibly. 

Q.  Do  you  know  the  highest  point  or  about  the  highest  x>oint  that  stock  evei 
reached  on  the  market? — A.  I  have  heard  it  stated  that  it  was  very  (dose  to  500. 

Q.  Five  hundred  millions  of  dollars?— A.  Tes. 

Q.  Then  the  law  of  supply  and  demand  has  not  affected  them  very  materially 
in  a  great  many  years? — ^A.  Is  that  for  the  purpose  of  showing  profits  in  their 
business? 

Q.  I  presume  that  the  stock  would  not  be  there  unless  it  was  earning  that;  it 
would  not  reach  that  price  without  having  the  earning  capacity. — ^A.  I  might  say 
in  the  same  connection  that  opposition  companies  show  even  a  greater  increase  in 
values.  The  stock  of  the  Tidewater  Pipe  Line  Company  is  quoted  at  from  1,000 
to  2,000, 1  think. 

Q.  (By  Mr.  Smyth.)  Will  you  give  us  the  particulars  there?  What  is  the  capi- 
tal stock?— A.  The  capital  is  $10,000,000. 

Q.  What  is  the  market  value?— A.  Two  thousand. 

Q.  (By  Mr.  Phillips.)  Is  not  that  absolutely  under  the  control  of  the  Standard 
Oil  Company?— A.  No. 

Q.  Have  they  not  running  rates  or  ag^reements  with  the  Standard  Oil  Com- 
pany?—A.  There  may  be  agreements,  but  it  is  controlled  by  themselves. 

Q.  Are  they  not  limited  as  to  the  amount  of  oil  shipped  through  their  lines? — 
A.  By  agreements — ^possibly  there  are  agreements  there.  ^ 

Q.  Without  an  agreement  with  the  Standiurd  have  you  any  idea,  from  your 
knowledge  of  the  bufdnees,  that  the  stock  would  have  gone  to  that  price?— A. 
Well,  that  involves  an  opinion  that  I  do  not  care  to  express.  I  have  no  knowledge 
on  the  subject. 

BUTTB  AGAINST  THB  PENNSYLVANIA  TRANSPORTATION  COHPANT. 

Q.  (By  Mr.KsNNBDT.)  You  stated  yesterday  that  you  knew  of  one  particular 
•pipe  Ime  that  had  been  sued  on  account  of  misrepresentation  in  regard  to  the 
quantity  of  oil  on  hand.  Will  you  now  state  the  name  of  that  pipe  Ime  and  the 
circumstances  surrounding  that  suit? 

Q.  (Bv  Mr.  Phillips.  )  And  the  date  of  it?— A.  The  pii>e  line  was  the  Pennsyl- 
vania Transportation  Company^  and  it  was  some  time  in  the  summer  of  1876. 
The  suit  was  brought  in  connection  with  the  gauging  movement,  in  which  false 
reports  had  been  made  about  the  quantity  of  oilin  the  storage  tanks,  a  discrei)ancy 
of  some  50,000  barrels.  The  examination  of  the  gauging  tanks  was  a  public  one. 
It  was  a  test  or  an  examination  of  the  integrity  of  the  pipe  lines  at  the  time,  and 
all  lines  were  examined  by  W'eement  of  the  oil  exchanges.  A  statement  was 
issued  by  the  ^ugers  of  the  Annsylvania  Transportation  Company  tiiat  it  had 
60,000  barrels  in  excess  of  the  actual  quantity  on  nand,  making  a  misrepresenta- 
tion to  that  extent  to  the  trade.  Suits  were  entered  against  the  gangers,  involving 
the  president  of  the  line  and  the  superintendent.  Crimintd  action  was  brought, 
I  think,  in  Kittannin^,  but  the  case  was  never  tried.  But  it  was  common  in  those 
days,  the  early  pipe-hne  days,  under  the  wildcat  pipe-line  systems,  for  pipe  lines 

^  See  Mr.  Emery,  p.  690;  Mr.Rloe,p.788. 
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to  be  short.  Snbeeqnently  to  1874,  when  the  pipe-line  law,  requiring  the  publish- 
ing of  statements  of  the  condition  of  the  line  and  its  responsibility,  went  into 
effect,  a  great  number  of  them  were  caught.  One  was  the  Atlantic  Pipe  Line 
which  was  found  short  6,000  barrels  on  one  occasion. 

Q.  (By  Mr.  Kennedy.  )  Do  you  know  of  any  such  shortages  in  recent  times?— A. 
No;  there  have  been  no  such  shortages.  There  have  been  suspected  shoiiAges. 
There  have  been  several  ^uge  movements  organized  by  the  oil  exchanges  to 
verify  the  statements  of  the  National  Transit  Company.  There  was  one  very 
prominent  one  in  1884,  when  the  stocks  amounted  to  nearly  40,000,000  barrels. 
An  examination  of  the  thousands  of  tanks  in  which  this  oil  was  stored  in  various 
parts  of  the  region  proved  the  correctness  of  their  statement.  The  report  of  the 
gangers  was  accepted  by  the  various  oil  exchanges,  and  the  public  mind  quieted 
as  to  the  rumors  of  shortage. 

THE  CAPACITY  OP  THE  NATIONAL.  TRANSIT  PIPE  LINE« 

Q.  (By  Mr.  Phillips.  )  Have  you  any  knowledge  of  what  it  requires  to  fill  the 
National  Transit  Line,  and  of  the  residuum  in  tne  bottom  of  the  tanks  which 
would  not  be  called  merchantable  oil? — ^A.  No.  My  toowledge  of  that  would  be 
hearsay  and  estimation  alto^ther.  I  doubt  if  that  experiment  has  been  con- 
ducted.   There  have  been  estimates  based  on  the  capaci^  of  the  line.^ 

Q.  Would  it  take  three  million  or  four  million? — ^A.  I  have  heard  it  estimated 
hi^er  than  that. 

Q.  Higher  than  four  million? — A.  I  have  heard  the  quantity  required  to  fill  the 
line  estimated  at  more  than  four  million  barrels.' 

Q.  Do  you  know  about  how  much  oil  was  in  the  United  Pipe  Lines  when  oil 
took  such  a  sudden  advance,  about  two  or  three  years  ago? — ^A.  Well,  I  think  the 
capacity  of  that  line  was  fuUy  represented  in  transit. 

Q.  Do  you  know  about  how  much  oil  they  had  on  hand  at  that  time? — A.  We 
ought  to  be  able  to  show  it  to  you. 

Q.  We  should  be  very  much  obliged  for  that  information  for  about  April, 
1895. — A.  The  amount  of  the  stock  in  April,  1895,  was  4,545,784  barrels. 

Q.  Do  you  know  how  many  certificates  of  the  Standard  were  outstanding  at 
that  time? — ^A.  I  can  not  tell  that. 

Q.  Do  you  know  the  amounts  that  were  on  hand  at  that  time  belonging  to  other 
people? — ^A.  I  can  not  state  that.  Only  the  monthly  pipe-line  report  will  show 
that.' 

Q.  Have  you  not  the  pipe-line  report  there  for  that  month? — ^A.  I  am  reading 
from  the  stocks.    This  book  runs  by  shipments. 

Q.  Does  it  not  show  the  credit  balance  for  each  month? — ^A.  I  do  not  think  so. 

Q.  Are  not  the  certificates  shown? — ^A.  I  think  not;  simply  runs,  shipments,  and 
stocks. 

Q.  Well,  you  stated  that  you  have  heard  it  estimated  at  between  four  and  five 
million  barrels.  Could  that  and  the  indifferent  oil  in  the  bottom  of  the  tanks  be 
delivered  to  the  purchaser,  if  there  were  a  purchaser? — ^A.  If  all  production  were 
stopped  at  a  given  hour  and  everything  entirely  shut  off  they  would  probably  not 
be  aole  to  continue  operation  beyond  a  day  or  two  at  the  outside;  but  the  pro- 
duction at  this  period  was  upward  of  85,000  barrels  a  day,  and  that  going  con- 
stantiy  into  the  line  equaled  the  shipments  required  to  meet  the  demands  of  the 
trade. 

Q.  To  meet  the  demands? — A.  That  going  into  the  line  constantly,  day  by  day, 
met  the  demands  of  the  trade. 

SHORTAOES  IN  PIPE  LINES. 

Q.  Did  the  Standard  own  all  that  went  in  day  by  day  at  that  time? — ^A.  As  I 
stated  before,  we  have  no  means  of  showing  that  except  by  the  statement  pub- 
lished every  month.  To  return  to  Mr.  Kennedy's  question,  I  will  say  that  reports 
of  this  kind  were  not  at  all  infrequent  in  the  days  of  wildcat  pipe  Imes,  but  they 
were  not  alarming  to  the  trade  when  made.  It  was  a  condition  that  was  met 
witii  anywhere,  but  it  shows  at  the  same  time  that  the  pipe  Hnes  then  ran  very 
close  to  shore.  They  used  oil  wherever  they  had  it  and  expected  to  make  it  up  in 
the  future.  A  report  of  the  Atiantic  Pipe  Line  was  i)osted  in  Titusville,  March 
17,  and  quoted  by  the  Oil  City  Derrick,  March  18, 1876,  under  the  head  of  "  Titus- 
ville Domgs.    Pipe  Line  Returns."    (Reading:) 

From  our  special  reporter.  Titusville,  March  17.  The  Atlantic  Pii)e  Line, 
with  headquarters  at  St.  Petersburg,  and  no  connection  with  the  associated  lines, 
makes  substantially  the  subjoined  report  in  round  numbers.    It  will  be  seen  that 

1  See  pp.  588, 684. 
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a  shortage  of  6,000  barrels  appears,  the  actual  loss  in  handling  over  and  above  the 
2  per  cent  deducted  for  this  cause  by  each  line  in  the  regions.'  This,  however,  is 
amply  covered  hy  the  purchase  from  reliable  parties  of  15,000  barrels,  paid  for 
ana  ready  for  delivery  when  required.  Notwithstanding  the  very  large  percentage 
of  certificates  in  proportion  to  the  total  stocks,  the  line  is  in  the  most  pro^ierous 
condition,  and  by  the  Ist  of  May  is  eiroected  to  be  entirely  free  of  debt,  witii  the 
whole  cost  of  construction  fully  liquidated.  During  February  the  receipts  were 
above  the  usual  average,  footing  up  to  55,000  barrels.  The  statement  for  tbe 
month  is  sl»  foUowH: 

Barrels. 

Total  amount  of  crude  oil  in  the  pipeH  and  tanks  of  the  company,  February 

29,1876 84,045 

Total  amount  of  crude  oil  for  which  the  company  was  liable  on  the  29th  of 

February,  1876 90,000 

Represented  by  certificates 78, 000 

Represented  by  credit  balance 12,000 

Purchased  from  reliable  parties  and  paid  for  oil  to  be  new  from  the  wells.  15, 000 
Total  amount  of  crude  received  during  the  month 55, 500 

Then  follows  a  line  of  figures  showing  that  there  was  an  existing  shortage  at 
that  time  of  about  6,000  barrels  on  less  than  2,000  barrels  a  day  of  business.  And 
that  was  a  very  common  experience  in  the  days  of  wild-cat  pipe  lines. 

"  IMMEDIATE  SHIPMENT  *'  EXPLAJNED. 

Q.  (By  Mr.  Phillips.)  Have  you  an^hing  else  to  say? — ^A.  There  are  other 
points  of  interest  upon  which  the  pubhc  mind  has  been  befogged  that  I  should 
like  to  discuss.  The  question  of  premiums  has  already  been  discussed.  Now 
there  is  another  one  wnich  occured  during  the  period  of  the  Bradford  develop- 
ment that  created  a  great  deal  of  discussion,  and  that  was  immediate  shipment. 

Q.  (By  Mr.  Smyth.)  What  was  that?— A.  Immediate  shipment. 

Q.  immediate? — A.  An  order  known  as  *'inmiediate  shipment."  Oil  was  pro- 
duced so  rapidly  at  one  period  in  the  Bradford  field  that  the  tankage  system  of 
all  the  pipe  lines,  as  well  as  the  private  tanka^  of  the  country,  was  insufficient 
to  take  care  of  it;  and  the  clamor  to  have  their  oil  cared  for  comx>elled  the  pipe 
lines  to  issue  an  order  for  inmiediate  shipment.  That  is,  they  would  take  oil  for 
immediate  shipment,  and  then  the  purchaser  might  come  into  the  market  owning 
tankage  and  having  cars  to  ship  his  oil  to  market,  and  would  be  able  to  purchase 
it  at  a  lower  price  than  the  regular  prices  offered  in  the  oil  exchmges.  That  was 
called  an  immediate  shipment  order.  And  the  point  upon  which  the  public  mind 
was  befogged  at  this  tiine,  is  the  supposition  that  it  was  the  only  time  when 
immediate  shipment  ever  went  into  effect.  The  first  immediate  shipment  went 
into  effect  in  the  fall  of  1872,  following  the  80-day  shut  down,  or  very  close  upon 
the  heels  of  the  30-day  shut  down.  Epizootic,  which  was  then  a  new  disease 
among  horses  in  our  region,  was  epidemic,  and  there  was  a  compulsory  shut  down 
of  almost  30  days  more  following  the  shut  down  by  agreement.  It  was  during 
this  period  that  the  Empire  Pipe  Line  established  the  order  of  immediate  diip- 
ment.  The  field  gangers  were  instructed  by  orders  from  the  general  office  at 
Parkers  Landing  what  oil  to  ship  and  the  quantity,  regardless  of  the  practice 
customary  at  the  time;  the  office  directed  the  quality,  the  quantity,  and  tne  time 
the  oil  should  be  taken,  precisely  as  was  done  6  years  later  in  the  Bradford  field 
and  also  in  Butler  County. 

why  3,000,000   BARRELS  OF    OIL  WAS    SET    APART    FOR    THE    BENEFIT    OF    LABOB 

BY  THE  STANDARD. 

Q.  (By  Mr.  Kennedy.)  You  spoke  yesterday  about  several  million  barrels  of 
oil  having  been  set  apart  by  the  Standard  Oil  Company  and  the  producers  for  the 
benefit  or  the  drillers,  I  believe?— A.  For  benefit  of  the  oil-well  workers,  the 
drillers  and  tool  dressers,  etc. 

Q.  Was  that  the  natural  result  of  a  philanthropic  impulse  on  the  part  of  the 
Standard  Oil  Company  and  the  producers,  or  was  it  for  the  purpose  of  keeping 
those  workers  from  engaging  in  work  in  other  fields  and  developing  them?  A. 
Well,  I  might  say  that  both  motives  suggested  in  your  question  operated.  The 
purjwse  was  to  do  justice  to  labor  on  the  one  hand,  and  give  it  an  inducement 

Q.  (By  Mr.  Phillips.)  And  to  have  cooperation  on  the  other?  A.  Yes,  for  their 
cooperation. 

Q.  (By  Mr.  Kennedy.)  There  was  an  idea  though  of  keeping  them  out  of  the 
other  fields?  A.  Oh,  yes;  that  was  the  central  idea. 

1  See  p.  3M. 
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Q.  That  was  the  central  idea? — ^A.  Tes,  becanse  the  practical  men  can  always 
ob&in  the  necessary  capital  where  there  is  any  inducement  for  the  drilling  of 
wells. 

Q.  That,  rather  than  philanthropy ,  was  the  motive?— A.  The  idea  was  to  prevent 
labor  engsigin^  in  other  em|>loyment  to  their  detriment.  Bat  I  will  say  this  for 
the  producers  in  the  oil  regions,  that  labor  is  nowhere  better  cared  for  than  it  is 
there,  or  more  loyal  to  the  producers;  that  is  true  of  both  the  producers  and  the 
Standard.    Labor  has  no  kick  there. 

9.  Are  they  organized?— A.  Yes,  there  is  a  well  drillers' organization.  I  believe 
it  is  in  existence,  but  I  do  not  think  they  hold  meetings  very  often. 

Q.  (By  Mr.  Phillifs.)  Was  it  not  generally  stated  that  it  would  be  a  great 
injustice  to  labor  to  shut  down  for  a  x)eriod  of  a  year  without  any  compensation, 
leaving  them  out  of  work? — ^A.  That  was  stated;  but  I  will  say  furthermore  that 
it  was  the  custom  in  previous  shut  downs  to  take  care  of  labor. 

Q.  (By  Mr.  Kennedy.)  Tour  testimony  is  that  the  central  idea  was  to  keep 
these  men  from  engaging  in  the  work  of  developing  wells  elsewhere?— A*  Well,  if 
placed  upon  their  own  resources  without  the  means  of  livelihood,  nothing  would 
De  left  but  to  engage  in  the  first  movement  that  offered.  The  laborers  shared  in 
this  entire  movement,  as  a  matter  of  justice  to  labor,  I  think,  as  much  as  any- 
thing else.    That  is  the  view  that  I  have  always  taken. 

NT7MBBB  OF  MEN  AFFECTED  AND  THEIR  WAQES. 

Q.  (By  Mr.  Batchford.)  Are  we  to  understand  that  labor  received  compensa- 
tion dunnjg  the  period  that  it  was  thrown  into  idleness  by  the  shut  down? — A. 
They  received  compensation,  yes. 

Q.  Equal  totheir  wages?— A.  Well,  I  shall  have  to  answer  that  by  an  explanation. 
The  labor  in  the  oil  country  is  for  the  most  part  contract  labor.    While  the  drill- 
ers receive  so  much  per  day,  the  competition  is  so  great  that  they  are  rushed  wit^ 
their  work.    The  aim  is  to  drill  a  well  in  as  short  a  period  as  possible.    The  inter- 
val between  wells  is  often  extended,  so  that  it  is  very  difficult  to  arrive  at  any 
estimate  of  what  the  drillers'  year  would  be.    It  might  be  estimated  at  200  days, 
and  wages  at  the  prevailing  prices  for  first-class  men  at  about  |1,000  a  year. 
(By  Mr.  Phillips.)  At  that  period  it  was  about  $8  to  $3.50?— A.  Yes. 
And  when  it  closed  it  was  advanced  to  $4.50? — ^A.  An  advance  took  place. 
(By  Mr.  Batchford.)  Are  you  prepared  to  state  how  much  they  got,  what 
the  average  pay  offered  them  was? — ^A.  I  believe  it  will  appear  in  the  testimony 
of  the  secretary  of  the  Well  Drillers'  Union,  in  connection  with  the  rejwrt  of  tie 
committee  of  Congress  in  1888.    That  subject  is  fully  gone  into  there,  and  I 
believe  some  figures  are  to  be  found  in  that  report. 

Q.  Will  you  state  the  number  of  men  involved? — ^A.  The  number  of  men,  as 
statedinthatreport,  was,  I  think,  about  2,000.  I  think  it  was  more  than  2,000.  The 
testimony  of  Henry  Webster  will  throw  some  light  on  that  question. 

Q.  (By  Mr.  Kennedy.)  It  is  so  extraordinary  for  corx)orations  to  care  for  the 
interest  of  workmen  in  this  way  that  I  should  like  to  nave  a  better  understand- 
ing in  regard  to  it.  You  say  that  the  motive  of  philanthropy  on  the  part  of  the 
Standard  and  the  producers  was  one  consideration  and  that  keeping  the  men  out 
of  work  in  other  fields  was  another  consideration.  I  should  like  to  ask  you 
which  you  consider  overbalanced  the  other,  the  matter  of  philanthropy  or  the 
matter  of  self-interest  on  the  part  of  the  oil  interests?— A.  Inasmuch  as  it  was  a 
business  arrangement,  I  think  that  the  business  consideration  had  a  great  deal  to 
do  with  it.  It  was  purely  a  business  consideration,  and  you  might  call  it  a  sel- 
fish one  in  that  re6i>ect  and  to  that  extent. 

Q.  (By  Mr.  Farquhar.)  Have  not  the  parties  taken  credit  for  sympathy  and 
philanthropy  in  granting  the  terms  that  they  proposed  to  the  drillers? — ^A.  Oh, 
yes;  there  is  some  credit  taken  in  that  way. 

labor  organizations  not  prominent  in  the  oil  industry. 

Q.  (Bjr  Mr.  Kennedy.)  Do  the  Standard  Oil  Company  and  the  independent 
compames  look  with  favor  ux)on  labor  organizations? — A.  So  far  as  I  am  informed 
on  the  subject,  I  believe  they  do,  although  so  far  as  labor  or^nizations  apply  to 
the  oil  industry,  we  have  very  little  of  it.  It  is  a  matter  of  mdividual  contract, 
and  the  wage  is  dependent  usually  upon  the  skill  of  the  ox)erator.  For  that  reason 
we  have  very  little  of  the  union  of  laoor  there.  The  question  of  uniting  enters  less , 
perhaps,  in  the  oil  industry  than  any  other,  because  all  men  are  not  placed  exactly 
upon  the  same  plane.  Now.  in  drilling,  you  can  take  a  firm  employing  a  dozen 
drillers,  and  half  a  dozen  may  receive  50  cents  a  day  more  than  the  other  half.    It 
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is  a  matter  of  skill,  but  when  it  comee  to  the  operation  of  lifting  oil,  the  wage  is 
pretty  generally  uniform  on  that.  The  pumpers  reoetve  unifonaly  from  $&  to 
$55  a  month. 

Q.  (B^  Mr.  Clarke.)  Tou  have  stated  that,  when  there  was  a  curtailment  of 
production,  through  a  cessation  of  drilling  new  wells,  labor  was  the  one  interest 
which  suffered?— A.  In  that  connection,  yes. 

Q.  Do  you  mean  the  labor  that  would  have  otherwise  been  employed  in  drilling 
new  wells? — ^A.  In  drilling  new  wells. 

Q.  Or  all  the  labor  in  the  oil  industry? — ^A.  I  mean  to  say  it  was  the  labor 
employed  in  drilling  800  fewer  wells  than  were  drilled  the  vear  previous.  In  that 
connection  I  said  there  were  800  fewer  wells  drilled  during  the  vear  1888  than  there 
were  the  year  previous.  The  labor  suffered  to  the  extent  of  the  wage  involved  in 
drilling  800  wells. 

Q.  (By  Mr.  Phillips.  )  Less  what  they  received  in  the  sale  of  the  oil? — ^A.  In 
the  sale  of  oil? 

Q.  I  believe  you  said  yesterday  that  they  received  more  than  the  producer  did 
in  the  way  of  profit?— A.  Well,  it  was  my  impression  that  they  received  consider- 
able more;  their  oil  sold  at  a  higher  rate;  it  was  sold  at  different  times. 

Q.  (By  Mr.  Clarke.)  If  then,  that  curtailment  was  for  the  interest  of  the  oil 
I)roducers,  it  benefited  certain  portions  of  labor  as  well  as  injured  certain  por- 
tions?— A.  It  certainly  benefited  the  producers.  Labor  was  benefited  equally 
vdth  the  producers,  in  m^  opinion,  because  drilling  did  not  entirely  cease,  and 
drillers  could  get  permission  from  their  union  to  engage  in  drilling  on  gas  wells 
and  wells  outrnde  of  the  prescribed  territory.  The  prescribed  territory  was  lim- 
ited to  the  oil  produced  from  the  sedimentary  rocks— that  is,  New  York,  Pennsyl- 
vania, southern  Ohio,  and  West  Virginia.  In  the  oil  produced  from  the  Trenton 
rock  was  not  included  that  of  Ohio  and  Indiana.  I  presume  durin|^  this  period 
60  wells  a  month  were  billed  in  the  country  at  large  for  p^,  f  umishmg  constant 
employment,  4  men  to  a  well,  for  200  men.    I  think  that  is  not  overestimated. 

PRESENT  CONDITION  OF  THE  OIL  INDUSTRY. 

Q.  (By  Mr.  Smyth.)  What  would  you  say  was  the  present  condition  of  the  oil 
industry? — ^A.  I  should  say  that  it  was  exceedingly  satisfactory  to  the  oil  pro- 
ducers. 

S.  Both  to  the  independents  and  the  Standard?— A.  Both  to  the  index>endent8 
the  Standard;  all  the  interests  together  are  satisfied  with  existing  conditions. 

<).  (By  Mr.  Batchford.)  How  is  it  as  compared  with  some  periods  that  we 
might  name,  say,  for  instance,  8  or  5  years  ago? — ^A.  There  was  a  brief  period 
4  or  5  years  ago  when  it  was  better.    Oil  temporarily  i-an  up  to  $2  a  barrel. 

Q.  Tou  say  that  was  3  or  3  years  ago?— A.  Well,  it  was  equally  favorable  3 
years  ago. 

THE  OIL  interests  IN  COLOBADO. 

Q.  You  made  a  statement  yesterday  that  I  should  like  to  have  you  explain. 
The  statement  was.  I  believe,  that  were  it  not  for  the  cost  of  transportation,  oil 
might  be  sold  by  the  Standard  Oil  Company  in  Denver,  Colo.,  as  cheaply  as 
at  the  initial  iK)int  of  production,  or  the  refinery. — A.  Yes. 

Q.  Are  you  familiar  with  the  oil  interests  of  Colorado  and  their  relation  to  the 
Standard?— A.  Only  in  a  general  way. 

3.  Are  you  aware  of  the  operations  of  the  Standard  in  that  State? — ^A.  No. 
.  The  commission  has  testimony  bearing  upon  that  subject  to  the  effect  that 
the  producers  of  Colorado  have  found  it  to  their  advantage  to  sell  all  of  their 
crude  product  to  the  Standard  Oil  Company.  Do  you  wish  to  say  anything  on 
that? — A.  Well,  I  have  not  understood  that  the  Standard  were  manufacturing 
oil  in  Colorado. 

Q.  (By  Mr.  Farquhar.)  They  are  the  producers  of  the  manufactured  oil? — ^A. 
I  understood  them  to  be  the  purchasers  of  the  manufactured  and  the  distributers 
of  the  oil.  I  am  not  familiar  with  the  prices  of  crude  oil  in  Colorado.  The  field 
is  so  distant  that  there  is  no  relation  between  their  product  and  ours.  There  is 
no  intercourse  between  the  oil  fields  of  the  east  and  those  west  of  the  Mississippi 
River.  One  does  not  enter  into  any  consideration  with  the  other,  so  far  as  I  am 
aware,  and  therefore  we  pay  no  attention  to  the  product  of  that  region.  If  it 
entered  into  competition  with  us  in  the  east,  we  should  have  reportOTs  there  and 
know  all  about  it,  but  until  it  does  that  there  is  no  occasion  to  be  at  the  expense 
of  getting  reports. 
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Q.  (By  Mr.  Phillips.)  Are  they  not  prohibited,  in  a  sense,  from  refining  oil 
in  the  western  field?  Is  not  oil  confined  to  fuel  products,  sold  for  fuel,  and  sel- 
dom refined? — A.  I  do  not  know  as  to  that.  I  an*  not  f amiUar  with  the  operations 
west  of  the  Mississippi  River. 

SOURCES  OP  STATISTICS  OFFERED  IN  EVIDENCE. 

Q.  (By  Mr.  Jenes.)  I  wish  to  ask  one  or  two  questions  with  reference  to  the 
sources  of  the  statistics,  etc.,  that  you  have  submitted,  so  far  as  that  does  not 
appear  on  the  papers  themselves.  Have  you  been  actively  engaged  in  the  oil  busi- 
ness either  as  a  producer  or  a  refiner? — ^A.  I  am  a  producer  now  to  a  small  extent. 

Q.  How  long  have  you  been  in  the  business  as  a  producer?— A.  In  and  out  of  it 
always. 

Q.  So  that  a  part  of  the  information  you  have  given  is  your  own  personal  experi- 
ence?—A.  My  own  personal  experience  and  observation. 

Q.  Have  yon  been  associated  with  any  of  these  different  producers*  associations 
of  which  you  have  spoken?— A.  Never  with  any  of  them. 

Q.  You  have  always  been  entirely  index)endent? — ^A.  I  was  never  a  producer  to 
the  extent  that  would  entitle  me  to  belong  to  them,  because  most  of  these  asso- 
ciations elect  their  members. 

Q.  You  have  not  been  a  refiner  of  oil  at  all?— A.  No. 

<^.  As  regards  the  statistics  we  find  in  this  book,'  from  what  sources  in  the 
mam  are  they?  For  example,  the  export  prices  come  from  where?— A .  They  come 
from  the  Government  reports  here. 

Q.  And  what  is  the  source  of  the  figures  you  submitted  with  reference  to  the 

Srofits  of  the  producers  of  oil,  the  amount  produced,  the  price,  etc.? — ^A.  They  are 
eductions  made  from  the  figures  given  in  these  reports. 

O.  That  is,  you  have  taken  the  official  Government  figures  and  made  your 
deductions  from  them? — ^A.  No;  we  get  no  official  figures  on  crude  oil  from  the 
Government. 

Q.  The  figures  you  get  from  the  Government  are  on  the  export  oil?— A.  Yes. 

O.  Where  do  the  figures  on  the  crude  oil  come  from? — ^A.  From  the  pipe-line 
statement.  Since  1874  the  statistics  have  been  posted.  Every  transportation 
company  is  required  by  legislative  enactment  to  i)08t  their  statements. 

Q.  Then,  the  information  that  is  given  concerning  profits  is  really  a  deduction 
based  upon  these  fibres  of  the  pipe  lines  and  upon  tne  official  prices?— A.  And 
upon  the  official  prices;  yes. 

Q.  Have  you  tm.^  other  ^pers  whose  sources  are  diffe^'ent  from  those  you  have 
mentioned?— A.  Different  in  what  respect? 

Q.  I  mean  coming  from  different  sources.— A.  Oh,  yes;  in  arriving  at  the  con- 
clusions here. 

Q.  At  the  conclusions  you  have  given  in  your  testimony  ?— A.  We  have  ran- 
sacked every  source  of  information— the  trade  journals  and  State  (j^logical  Sur- 
vey; the  State  made  an  exhaustive  research  into  the  early  development. 

Q.  You  have  cited  them?— A.  These  papers  were  made  up  from  the  daily  press 
at  the  time — the  daily  publications  of  eastern  cities. 

Q.  In  every  case  in  each  of  these  documents  do  the  sources  of  information 
appear?  That  is  the  special  point  I  wish  to  get  at.— A.  Oh,  we  might  cite  them 
from  the  Derrick  Handbook.    They  all  come  from  the  Handbook. 

Q.  So  if  the  Derrick  Handbook  Is  cited  we  can  find  the  original  sources,  can 
we?— A.  Yes. 

Q.  And  the  Handbook  itself  will  tell  where  you  got  the  figures  ? — A.  Gn  crude 
oil  yon  will  get  it  from  the  statistics  of  prices  m  the  daily  press,  which  gives  the 
annual  price  and  the  average  price. 

<j.  When  yon  cite  the  Derrick  Handbook,  however,  that  wiU  give  us  the  sources 
from  which  the  Derrick  Handbook  got  its  information  ?— A.  Oh,  yes ;  we  can  fur- 
nish the  information. 

METHODS  OF  COMPETITION  EMPLOYED  BY  THE  STANDARD. 

Q.  With  reference  to  the  question  of  special  cuts  made  by  the  Standard  Oil 
Company  for  the  purpose  of  selling  its  oil  in  certain  localities,  I  believe  you  said 
yesterday  that  you  had  no  specific  knowledge  at  all  excepting  your  observation  in 
your  immediate  locality? — A.  We  have  information  as  to  tae  periods  when  the 
cuts  were  made  and  tibie  amounts ;  we  know  of  that ;  we  have  all  that. 

1  The  Derrick's  Handbook  of  Petroleam,  Oil  City,  Pa.,  1866. 
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Q.  I  refer  to  special  catting  of  rates  to  drive  ont  competitors? — A.  Do  yon  refer 
to  cmde  oil? 

Q.  No ;  refined.— A.  I  have  no  farther  information  whatever  on  that.  Refined 
oil  enters  into  oar  calcalations  in  the  oil  coantry  to  a  very  small  extent. 

MSTHODB  OP  THE  STANDARD'S  COMPETITOBS. 

Q.  Have  yoa  any  specific  information  with  reference  to  the  methods  employed 
hy  the  Standard  Oil  Company  for  obstracting  the  completion  of  the  independent 
pipe  line  to  tiie  seaboard? ' — A.  I  never  understood  that;  bat  I  have  information 
on  the  other  side  concerning  the  stopping  of  operations  by  the  Standard  Oil  Com> 
panv.  in  1874  the  Nations^  Transit  Company  andertook  to  lay  a  nipe  line  from 
Parkersbarg  to  Macksburg,  and  they  were  stopped  at  several  xK)int8  oy  Mr.  Greorge 
Rice,  who  obtained  a  lease  across  the  track  or  their  riffht  of  way;  that  is,  Mr.  Rice 
employed  a  man  to  take  rights  of  way  across  the  track  of  the  pipe  line,  a  man  by 
the  name  of  Ogle. 

Q.  VHiat  is  the  sonrce  of  yoor  information— Mr.  Ogle  himself? — A.  No;  I  was 
present.  Mr.  Ogle  first  informed  me  that  he  was  engaged  in  the  work  and  he 
showed  me  his  contract. 

Q.  With  Mr.  Rice? — A.  No,  with  the  farmers;  he  made  contracts  with  the  farm- 
ers  for  getting  these  exclnsive  rights.  An  exorbitant  sum  was  named  for  this 
exclusive  right,  when  the  pipe  line  was  to  be  laid.  He  had  the  exclusive  right  of 
it,  bat  no  consideration  passed  to  him  until  the  work  was  done. 

Q.  And  he  himself  informed  you  that  he  was  doing  this  work  for  Mr.  Rice?— A. 
Yes;  he  informed  me  that  he  did  it  in  Mr.  Rice's  name.  The  work  was  done  in 
Mr.  Rice*s  name. 

Q.  The  si)ecial  purpose  bein^  to  shut  off  the  National  Transit  Company?— A. 
To  shut  it  off  from  its  destination. 

Q.  Did  Mr.  Rice  intend  to  build  a  pipe  line? — A.  No;  not  under  those  contracts. 
He  built  a  pipe  line,  but  not  under  those  contracts. 

Q.  (By  Mr.  Kennedy.)  Did  Mr.  Rice  succeed  in  preventingthe  building  of  that 
pipe  line?— A.  No;  the  line  was  laid;  Mr.  Rice  was  outbid.  That  is  the  only  case 
that  has  come  under  my  observation. 

Q.  (Bv  Mr.  Jenks.)  It  has  been  stated  here  that  the  Standard  has  sold  differ- 
ent grades  of  oil  at  the  same  price.  Have  you  any  knowledge  of  the  methods  of 
the  Standard  in  sellinx  refined  oil? — A.  No;  that  would  come  within  the  domestic 
trade  department;  it  does  not  enter  into  our  business  at  all. 

INVENTiaNS  AND  IMPROVEMENTS  IN   PRODUCTION. 

Q.  You  mentioned  a  number  of  very  valuable  inventions  that  have  been  made 
in  developing  the  oil  regions.- A.  Yes. 

Q.  In  your  judgment,  have  the  most  important  improvements  been  made  by 
men  working  witn  the  Standard  or  the  independents?— A.  Well,  so  far  as  the 
Standard  and  the  independents  are  concerned,  neither  has  a  monopol]^  on  genius. 
Everybody  buys  from  inventors  wherever  they  can.  The  Standa3*d  is  undoubt- 
edly entitled  to  more  credit  than  it  has  received  for  its  achievements  in  refining 
Lima  oil. 

Q.  The  chief  movements  along  that  line  have  come  from  the  Standard?— A. 
They  have  come  from  the  Standard  in  the  manufacture  of  Lima  oil. 

Q.  (By  Mr.  Phillips.)  Did  not  George  Van  Vleck  and  some  others  make  very 
good  oil? — A.  I  am  very  fflad  you  asked  that  question;  their  process  was  not  a 
new  one;  it  was  a  very  old  one. 

Q.  It  was  not  used  by  the  Standard  prior  to  that  time?— A.  No;  it  was  used  by 
other  x)eople.  Allow  me  to  explain  that  the  process  of  Van  Vleck  was  applied 
by  some  professor  in  Buffalo.  That  metallic  oxide  process  has  been  used  by  gas 
men  in  the  purification  of  gas  ever  since  the  manufacture  of  gas  began;  but  as 
early  as  1861  Homer  T.  Yaryan  used  that  same  process  in  the  manufacture  of 
Canadian  oil.  The  StandarcTs  process  is  very  different  from  that  and  far  more 
successful. 

Q.  That  enters  largely  into  it,  does  it  not?— A.  Oh,  yes;  those  appliances  enter 
into  it  very  largely. 

NO  KNOWLEDGE  OF  RECENT  RAILROAD  DISCRIMINATIONS. 

Q.  (By  Mr.  Jenks.)  Statements  have  been  made  concerning  the  railroad  dis- 
criminations in  favor  of  the  Standard  Oil  Company  in  the  early  days.  You  have 
yourself  made  some  statements  of  the  kind.    Have  you  any  knowledge  of  discrimi* 

^  See  Mr.  L        .  W7:  Mr.  PhlUips,  p.  683;  Mr.  Emery,  pp,  060-665, 602;  Mr.  Archbold,  p.  BS». 
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nation  in  freight  rates,  say,  within  the  last  15  years? — A.  No;  but  I  have  some  rec- 
ords here  to  snow  where  railroads  went  into  contracts  with  pipe  lines  to  famish 
them  rebates  of  10  cents  a  barrel  on  all  oil  shipped  except  shipments  on  a  certain 
line. 

Within  what  period?— A.  Oh,  that  was  30  years  a^o. 
You  have  matters  of  record  of  that  kind  in  general? — ^A.  Yes. 
Have  you  any  instances  different  from  those  brought  out  before  the  Congres- 
sional committee? — A.  All  I  have  is  t^ie  averments  of  tne  Pennsylvania  Transpor- 
tation Company  in  its  litigation  with  the  Oil  Creek  Bailroad. 

3.  You  have  not  anything  in  that  line  within  the  last  10  years? — ^A.  No. 
.  In  your  judgment,  have  there  been  anv  special  discriminations  made  in  favor 
of  the  Standard  Oil  Company  or  in  favor  of  the  index>endent  refiners,  particularly 
within  the  last  10  years?— -A.  I  am  told  there  is  not;  I  do  not  know  anything 
about  it.    I  am  told  there  are  no  discriminations  anywhere. 

THE  STANDARD  OIL  COMPANY  AND  THE  NEWSPAPERS. 

Q.  You  have  heard  the  charge,  of  course,  that  the  Standard  Oil  Company  has 
at  different  times  used  its  influence  with  the  press  to  further  its  own  interests, 
by  having  special  articles  put  in  as  editorials,  for  example,  that  were  paid  for  as 
advertisements  and  matter  of  that  kind.  Have  you  any  knowledge  on  that  sub- 
ject?— A.  Yes;  I  have  some  knowledge  of  such  a  business  arrangement  wit^  cer- 
tain newspax>ers  in  Pittsburg. 

Q.  Can  j^ou  give  us  some  information? — ^A.  Only  concerning  existing  contracts 
for  advertising  their  products.  The  Standard  has  at  various  times  been  viciously 
attacked  bv  persons  associated  with  the  Producers'  Association,  and  they  have 
reined,  and  tne  replies  have  been  paid  for  while  the  attacks  were  received  free. 

Q.  By  what  papers? — A.  By  all  of  them.  Not  one  of  them  will  receive  a  line 
from  the  Standard  Oil  Comx>any  except  at  advertising  rates.  I  do  not  know  of  a 
single  paper  in  Pittsburg  that  will  receive  a  line  in  contradiction  of  the  most  out- 
rageous and  infamous  lies. 

Q.  You  mean  to  sajr,  if  I  understand  you,  that  the  Standard  instead  of  buying 
up  the  pai>ers  is  practically  blackmailed? — ^A.  I  have  not  said  so;  no. 

Q.  You  did  not  intend  to  make  any  charge? — A.  No;  but  I  mskke  this  assertion: 
The  Standard  does  not  receive  the  same  courtesy  from  the  press  that  other  corpo- 
rations and  individuals  do. 

Q.  With  respect  to  your  own  paper — ^it  is,  perhaps,  a  fair  question— does  the 
Standard  receive  the  same  courtesies  that  the  other  producers  do,  the  other  oil 
interests? — ^A.  Exactly  the  same.  I  have  rendered  a  bill  to  no  man  for  a  courtesy 
since  my  connection  with  it. 

Q.  Both  parties  are  treated  the  same? — A.  Both  partieH  have  been  treated  alike.  ^ 

WITNESS  PROSECUTED  FOR  LIBEL. 

Jj.  Have  you  been  attacked  legally  in  your  paper?— A.  Oh,  yes. 
►.  Can  you  give  us  some  account  of  that? — A.  Some  little  account,  I  guess, 
itness  produces  bulky  package  of  papers.] 
"  Q.  You  can,  perhaps,  state  tne  suDstance  of  that  and  put  in  the  exhibits. 
[Laughter.] 
Mr.  Smyth:  No;  let  us  have  the  whole  thing. 
A.  I  have  a  great  many  records  here,  gentlemen. 

3.  (By  Mr.  Phillips.)  Court  records? — ^A.  Yes;  they  are  all  court  records. 
.  (By  Mr.  Jenks.)  Can  you  make  a  brief  statement  as  to  these  legal  proceed- 
ings?— ^A.  If  you  ask  me  a  particular  question  concerning  any  particular  suit,  at 
a  given  time,  I  can,  but  to  go  into  the  general  question 

Q.  How  many  suits  have  you  had  for  libel? — ^A.  Oh,  half  a  dozen,  I  supi)ose. 
All  by  the  same  persons  and  the  same  influences. 

(J.  Who  are  those  persons? — A.  Well,  the  officers  and  members  of  the  Pro- 
ducers* Protective  Association. 

Q.  What  has  been  the  result  of  those  suits? — ^A.  Conviction  was  obtained  in 
two  of  them,  in  two  others  there  was  a  confession  of  judgment,  and  in  one  other 
a  failure  to  convict.  Those  suits  were  all  taken  into  a  foreign  county  where  their 
own  element  was  the  strongest,  where  prejudice  was  the  greatest.  I  do  not  think 
anything  more  infamous  was  ever  practiced  on  the  press  since  the  first  newsx>aper 
was  published  than  the  proceedings  of  these  men  who  call  themselves  gentlemen 
in  tryins  to  muzzle  the  press  by  dragging  it  before  hostile  courts  and  juries. 
They  did  not  possess  the  decency  to  give  me  a  trial  at  home  in  my  own  courts 
where  I  could  stand  up  with  my  neighbors  and  be  judged  by  them  according  to 
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my  OW11  merits.    The  very  judge  in  one  instance  who  attempted  oonvicticHi 
a  partner  of  at  least  two  of  the  men  who  brought  suits,  and  yet  he  had  the  hardi- 
hood to  sit  there  in  judgment,  jnst  filled  with  prejudice,  poisoned  with  it. 

Q.  (By  Mr.  Phillips.  )  Will  you  name  that  judge?— A.  No,  I  do  not  care  to 
name  that  judge.  No,  I  will  not  name  anybody  in  connection  with  these  suits, 
except  where  it  becomes  necessary. 

Q.  You  can  perhaps  ^ve  us  a  citation  of  the  cases? — ^A.  I  have  not  the  citations 
here.  Senator Tiee,  m  his  capacity  as  president  or  director  or  officer  of  one  of  these 
companies,  sued  me  for  some  expressions  in  mv  newspaper.  In  that  case  there  was 
a  confession  of  judgment .  A.  D.  Wood ,  an  officer,  treasurer  of  all  these  companies, 
sued  me  for  expressions  in  the  newspapers,  and  on  the  first  trial  of  that  case  before 
a  hostile  court  and  before  a  packed  jury,  I  was  convicted,  but  obtained  a  new  trial 
on  the  judge's  charge.    Upon  the  second  trial  there  was  a  failure  to  convict. 

STANDARD  OIL  COMPANY   A   BENEFIT  TO  THE  COUNTRY. 

Q.  (By  Mr.  Smyth.  )  Are  we  to  understand  from  your  testimony  that  you  do  not 
consider  the  existence  of  the  Standard  Oil  Company  detrimentu  to  the  develop- 
ment of  the  oil  industry  in  Pennsylvania,  Ohio  and  other  States? — A.  It  certainly 
has  not  been;  it  has  been  verv  beneficial  to  the  industrv  as  a  whole;  the  organiza- 
tion effected  by  the  Standard  Oil  Company  could  not  be  duplicated  in  the  whole 
world. 

Q.  Do  you  consider  the  existence  of  the  Standard  Oil  Company  to  be  a  marked 
benefit  to  the  American  people? — A.  It  has  been  a  very  ^n^at  benefit  in  the  devel- 
opment of  an  industry  that  reonires  organizing  capacity  and  great  mercantile 
ability.  I  srive  them  no  credit  for  manufacturing.  Others  manufacture  iust  as 
cheaply  and  as  well;  but  where  others  fail  is  in  their  organizing  ability  and  their 
mercantile  capacity.  The  Standard  Oil  Company  are  the  greatest  merchants  on 
earth.* 

S.  Do  you  not  consider  the  Standard  Oil  Company  a  trust?— A.  Not  now. 
.  Why  not  now  ? — A.  The  trust  has  been  dissolved  and  the  companies  have 
gotten  back  into  their  original  positions.    The  trust  agreement  under  which  they 
oi>erated  prior  to  1892  has  been  dissolved  and  a  number  have  returned  to  their 
individual  organizations  and  are  operated  as  separate  concerns. 

Q.  Is  there  any  trust  in  existence  now  in  kerosene  oil  ? — A.  The  Pure  Oil  Trust 
is  a  step  in  that  direction,  not  wholly  accomplished,  but  then  it  is  hoped  to  be 
accomplished. 
Q.  That  is  the  company  that  you  were  talking  about  before  ? — A.  Yes. 

THE  STANDARD  OIL  COMPANY  HAS  MANY  COMPETITORS. 

Q.  That  is  the  only  organization  in  opposition  to  the  Standard  Oil  Company? — 
A.  Oh,  no;  there  are  several.  There  are  a  great  manv  companies  in  opposition 
to  the  Standard  Oil  Company,  but  it  is  the  only  one  that  copies  the  Standard*s 
organization  from  beginning  to  end,  even  to  the  trust.  After  the  Standard  relin- 
quished the  last,  the  Producers'  Protective  Association  picked  it  up  where  they 
left  off  and  are  attempting  to  carry  out,  under  various  nom  de  plumes  and  pretenses 
and  fictions  of  the  law,  just  what  the  Standard  did  in  a  public,  open  way. 

Q.  I  understood  you  to  say  that  the  Standard  Oil  Company  controlled  about  80 
per  cent  of  the  output?— A.  Well,  I  should  think  that  would  be  a  very  liberal 
estimate  for  them.* 

Q.  The  other  20  per  cent  is  controlled  by  how  many  companies? — ^A.  I  should 
think  50  or  60. 

Fifty  or  60?— A.  Yes. 

Independent  and  selling  their  products?— A.  Yes. 
Both  in  this  country  and  abroad? — A.  Yes. 

Have  thejr  rivals  in  selling  their  oil  for  export?— A.  Well,  the  Pure  Oil  Com- 
pany is  selling  in  rivalry. 
Q.  Any  others? — ^A.  I  am  not  familiar  with  that  branch  of  the  business. 

WHY  THE  STANDARD  IS  SUPERIOR  TO  OTHER  CONCERNS. 

Q.  You  think  the  great  profits  of  the  Standard  Oil  Company  have  come  from 
its  8ui>erior  organization?— A.  That  states  the  case  precisely;  from  their  great 
mercantile  ability,  their  commercial  ability. 

Q.  In  other  words,  in  putting  their  oil  on  the  market  they  have  hired  the  best 
brains  they  could  find?— A.  Yes;  they  have  experience  of  their  own  to  start  with, 
and  they  keep  adding  to  their  mental  talent  right  along. 


!» See  Mp.  Archbold,  p.  UdO. 
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Q.  (By  Mr.  Phillips.)  Do  yon  not  think,  if  the  oil  fields  had  been  opened  to 
competitors  without  monopoly  and  without  discrimination,  that  talent  equal  to 
what  is  exhibited  by  the  Standard  now  would  have  been  developed?  Do  you  not 
believe  that  the  difficulty  with  the  region  was  too  much  competition — overcom- 
petition?— A.  Ck>mpetition,  in  fact,  resulted  in  what  the  Standard  has  accom- 
plished; it  was  a  weeding  out,  a  survival  of  the  fittest,  that  made  the  Standard. 
i>arwin'8  theory  of  the  survival  of  the  fittest  was  never  better  illustrated  than  in 
the  organization  of  the  Standard  Oil  Company;  it  represents  the  best  element  in 
all  branches  of  the  trade. 

(^.  Since  it  was  organized  have  they  kept  the  best  element  or  have  they  pro- 
scribed men  of  equal  ability  by  their  methods?— A.  Well,  there  are  men  in  the  oil 
business  who  have  superior  aoilities  to  any  men  in  the  Standard  Oil  Company  for 
certain  purposes.  There  are  men  who  can  beat  them  in  producing;  but  your 
question  leads  to  but  one  answer.  What  they  have  done  answers  you.  What 
you  ask  has  been  done  by  the  Standard  Oil  Company.  If  there  were  others  who 
could  do  that,  the  only  reply  is  others  did  not.  It  is  a  case  of  Columbus  and  the 
egg  over  again.  Lots  of  people  could  sail  the  ocean  and  do  now.  but  only  Columbus 
sailed  in  1492. 

Q.  Now,  do  you  want  to  inform  this  commission  that  20  years  ago  the  fittest 


got  together  and  that  there  would  not  have  been  competition  equal  in  ability  if  it 
ad  not  been  for  the  monopoly  of  pipe  lines  and  rates? — A.  Can  you  tell  me  why 
the  others  did  not  go  in  together?    That  is  the  best  answer  to  your  question;  if  you 


can  tell  me  why  they  did  not  get  together  I  will  answer  your  question. 

Q.  Before  the  free  pipe-line  law  was  passed  did  they  have  an  opportunity  to  get 
tQgetherP—A.  Exactly  the  same  opportunity  that  the  Standard  had. 

Q.  I  mean  after  they  got  to  the  seaboard?— A.  I  am  stating  why  they  did  not 
before  that  time  when  the  region  was  in  a  state  of  chaos.  Transportation  was  in 
a  topsy-turvy  condition,  the  Standard  came  in  with  three  millions  of  capital  and 
orgamzed  one  pipe  line  that  did  the  business  of  15  or  20.  That  was  all  that  was 
represented  in  the  transportation  department  at  that  time. 

Q*  (By  Mr.  Smyth  . )  Was  there  any  risk — was  it  considered  experimental  in  any 
sense? — A.  It  was  considered  a  very  great  risk. 

Q.  Was  the  risk  such  that  other  people  did  not  go  in? — A.  That  was  the  very 
reason  why  other  people  did  not  go  in,  the  amount  of  money  required,  and  the 
risk  involved. 

Q.  The  Standard  Oil  Company  has  blazed  the  way  there?-— A.  They  blazed  the 
way;  they  had  energy  and  courage  and  ability. 

Q.  (By  Mr.  Phillips.)  Did  they  start  the  pipe-line  system,  which  has  become 
the  mode  of  transporting  oil?— A.  They  merely  developed  it;  others  started  it. 

Q.  And  when  otners  ^ot  there  they  controlled  the  line  to  the  seaboard  and  con- 
trol it  now  and  limit  its  output?— A.  Oh  yes,  they  do  it,  but  that  is  merely  an 
incident  in  the  business.  It  cuts  no  figure;  it  is  a  source  of  vexation  even  to  its 
stockholders;  they  are  not  ag^reed  in  matters  of  policy. 

THE  STANDARD  AS  A  PRODUCER  OF  CRUDE  OIL.' 

Cj.  (By  Mr.  A.  L.  Harris.)  I  wish  to  know  what  jwr  cent  of  the  80  per  cent 
which  the  Standard  Oil  Company  consumes  in  refining  is  produced  by  it. — ^A. 
Well,  in  Pennsylvania,  I  think  25  per  cent  is  conceded  to  them. 

Q.  Where  do  they  get  the  other  75  per  cent?— A.  By  purchase  from  the 
producers. 

Q.  In  the  market  from  the  producers?— A.  In  the  market  from  the  producers. 

Q.  Is  the  price  satisfactory  to  the  producers?— A.  It  seems  to  be  satisfactory. 
There  is  no  complaint  now  on  the  question  of  price;  the  price  is  higher  now  than 
it  has  been  for  a  year  or  two. 

Q.  They  are  open  competitors  with  others?— A.  Oh  yes,  there  are  other  buyers 
in  the  field. 

Q.  (By  Mr.  Phillips.)  What  part  of  the  Ohio  field  do  they  control;  that  is,  the 
crude  oil  of  Ohio?— A.  What  proportion? 

Q.  What  proi)ortion,  about,  in  Ohio?— A.  Well.  I  should  think  it  would  be  50 
per  cent,  at  least. 

Q.  They  control  therefore  much  more  of  the  Ohio  field  than  they  do  of  the 
Pennsylvania  and  West  Virginia  fields? — ^A.  The  Ohio  oil  does  not  come  in  com- 
petition to  a  very  great  extent  with  West  Virginia. 

Q.  You  stated  a  moment  ago  that  the  original  trust  had  been  dissolved.  Have 
they  reorganized  under  the  New  Jersey  laws  recently?- A.  I  believe  they  are  in 
process  of  reorganization;  that  is  the  opinion  at  the  present  time. 

1  See  Mr,  Archbold,  pp.  fidO,  661. 
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Q.  At  the  present  time  where  do  they  get  their  corporate  iwwers?— A.  From 
the  individniu  companies. 

Q.  Organized  in  different  States?— A.  Organized  in  different  States  for  differ^ 
ent  porpoees  and  with  different  managers. 

PRICE  OF  CRUDE  OH.  NOT  CONTROLLED  BT  THE  STANDARD. 

Q.  (By  Mr.  Smyth.)  Yon  do  not  agree,  then,  that  the  Standard  Oil  Company 
controls  the  price  of  cmde  petroleum? — A.  No. 

Q.  Have  they  any  means  of  controlling  prices  and  forcing  producers  to  sell?— 
A.  The  only  means  to  force  the  producers  is  hy  increasing  their  price. 

Q.  Paying  over  what  seems  to  be  the  market  value?— A.  Paying  over  what 
seems  to  be  the  market  value  at  the  time. 

J.  Do  you  believe  that  has  been  done?— -A.  It  has  been  done. 
.  They  buy  crude  oil  in  the  open  market?— A.  Tes. 
.  (By  Mr.  Philufs.  )  Is  there  any  purchaser  of  crude  oil  in  the  Standard  lines 
ay  excepting  the  Standard  themselves?— A.  Well,  I  can  not  answer  that  oues- 
tion;  I  am  not  familiar  with  the  Standard's  business;  I  do  not  know  from  wnom 
they  buy  or  to  whom  they  sell.  In  a  ^neral  way,  I  know  they  buy  all  oil  oftend 
to  tnem,  but  I  do  not  know  to  whom  it  is  sold. 

THE  PRODUCERS  OF  CRUDE  OIL  ARE  PROBPEROUB. 

Q.  (By  Mr.  Shtth.)  Is  there  any  complaint  from  the  producers  of  crude  oil  of 
lack  of  buyers? — A.  No;  none  whatever. 

Q.  Are  they  making  money  to-day?— A.  The  producers  are  prosperous  to-day. 

Q.  Are  they  satisfied  with  the  price  they  are  getting? — ^A.  They  are  saticmed 
witn  the  price  so  far  as  we  have  oDserved. 

Q.  Then  the  fact  is  the  Standard  is  the  only  buyer  and  you  maintain  they  are 
paying  a  fair,  legitimate  price  for  the  oil?— A.  I  think  they  pay  all  it  will  bear,  and 
that  condition  has  eristed  since  1895,  as  I  have  submitted  the  figures  to  show. ' 

Q.  Since  the  Standard  Oil  Company  is  the  only  buyer,  what  would  become  of 
the  product  if  they  did  not  buy?— A^  It  would  mean  failure. 
Insolvents  by  hundreds?— A.  On  every  hand. 
Great  want?— A.  Great  want  would  undoubtedly  result  from  it. 

THE  STANDARD  HAS  HADE  THE  OIL  INDUSTRY  WHAT  IT  IS. 


i 


Q.  Ton  want  this  commission  to  understand  that  in  your  judgment  the  Stand- 
ard Oil  Company  has  been  a  large  factor  in  developing  the  oil  business,  and  that 
without  the  Standiurd  it  could  not  have  attained  the  present  enormous  propor- 
tions?— ^A.  I  do  not  wish  to  be  understood  as  saying  anything  different.  But  for 
the  Standard  Oil  Company  you  would  not  have  the  oil  business  that  exists  to-day. 

Q.  It  would  be  on  a  smaller  scale?— A.  On  a  smaller  scale,  with  competition 
such  as  existed  80  years  ago. 

O.  (By  Mr.  Phillips.)  was  not  that  in  its  infancy?  If  one  railroad  had  con- 
trol of  all  the  business  tney  could  bring  disaster  ana  ruin  by  stopping?— A.  I  do 
not  know  what  you  call  infancy  in  a  business  20  years  old. 

Q.  The  pipe-liiie  business  did  not  come  into  existence  for  quite  a  number  of 
years  after  ttie  discovery  of  oil,  as  explained  yesterday?— A.  The  xn.pe-line  busi- 
ness cuts  a  very  small  figure  in  the  general  success  of  the  Standard  Oil  Company; 
it  is  only  one  of  the  lines  upon  which  it  has  been  successful. 

Q.  Could  it  exist  without  the  pii)e-line  system? — A.  Oh,  no;  but  it  is  only  one 
of  the  means  of  their  success.  Their  great  success  is  due  to  their  capacity  to  find 
markets. 

Q.  Is  not  the  transportation  the  principal  factor  in  their  great  success? — A.  I 
do  not  Imow  that  it  is.  I  am  not  going  to  split  hairs  and  express  an  opinion  on 
that  ground.  The  principal  result  is  that  to-day  the  business  is  greater  than  any 
other  business  in  any  other  country.  It  is  due  to  the  organization  of  capital  ana 
the  intellect  and  industry  of  the  persons  who  manage  it. 

Q.  (By  Mr.  Smyth).  You  think  brains  come  in  there  too?— A.  Brains  come  in 
more  than  anything  else.  That  is  what  I  mean  to  say.  The  Standard  Oil  Com- 
pany was  unknown  when  the  pipe  lines  were  organized;  they  came  as  strangers 
into  the  business. 

>  See  pp.  437-440. 
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Washington,  D.  C,  September  8 ^  1899, 

TESTIMOHT  OP  R  A.  MATHEWS. 

At  a  meeting  of  the  Indnstrial  Commission,  held  at  its  offices  in  the  Bliss  Build- 
ing, on  September  8,  Vice-Chairman  Phillips  presiding,  Mr.  B.  A.  Mathews 
appeared,  at  4.25  p.  m.,  and,  after  being  duly  sworn,  testmed  concerning  the  oil 
indnstry: 

Q.  (By  Mr.  Jenks.)  Elindly  state  yonr  name  and  address.—A.  B.  A.  Mathews, 
Columbns,  Ohio. 

Q.  What  business  are  yon  engi^ged  in?— A.  I  have  charge  of  the  marketing  of 
the  products  of  the  Standard  Cm  Company  in  a  ^rtion  of  Ohio. 

Q.  What  is  the  official  statement  of  yonr  position?— A.  I  bear  no  official  title. 

Q.  Gfeneral  manager  for  the  State  of  Ohio,  you  are  ordinarily  called?— A.  I  am 
what  is  generally  understood  as  a  manager,  but  bear  no  title. 

Q.  How  long  have  you  been  in  the  position  you  now  hold?— A.  I  have  been 
in  Columbus  about  six  years. 

Q.  Have  you  been  in  your  present  x>osition,  managing  the  business,  for  that 
time? — ^A.  I  have  been  managing  the  business  for  central  and  southern  Ohio  for 
six  years.    I  have  been  engaged  as  manager  in  other  departments  previous  to  that. 

Q.  I  understood  you  had  some  statement  to  make  with  reference  to  certain 
statements  that  Mr.  Clark  made  regarding  your  actions  with  him  and  the  busi- 
ness.   You  may  make  that  statement  as  you  please. 

connection  op  W.   H.   CLARK  WITH  THE  STANDARD  OIL  COMPANY. 

The  Witness.  Mr.  W.  H.  Clark,  of  Newark,  Ohio,  who  has  given  testimony 
before  this  commission,*  was  hired,  when  a  youth,  to  work  at  Marietta  as  office 
and  warehouse  boy,  at  a  salary  of  $15  x>er  month  to  learn  the  business,  and  as  fast 
as  he  became  proficient  in  the  work  was  promoted  in  salary  and  position,  until  he 
became  local  agent  at  Newark,  at  a  salary  of  $2.25  per  day.  While  at  Newark  he 
became  short  in  his  accounts,  was  discovered  and  discharged,  which  is  the  only 
incentive  that  I  can  discover  for  the  series  of  untrue  and  malicious  statements 
made  by  him  before  the  conmiission. 

I  have  looked  over  his  testimony  carefully  and  desire  to  answer  his  statements 
seriatim* 

the  '*  farmer  story"— testimony  op  WILLIAM  EBRIGHT. 

His  statements  about  comi)etition  and  variation  in  prices  at  Marietta  are 
untrue.'  His  position  of  office  and  warehouse  boy  did  not  bring  him  in  contact 
with  the  trade;  he  could  not  be  informed;  therefore  would  know  nothing  about 
methods  of  marketing  oil  or  prices.  Davis,  the  peddler  referred  to,  has  never  been 
in  the  employ  of  the  company,  and  the  '*  farmer  story"  has  been  refuted  by  Mr. 
Ebright.    I  have  a  certified  Ixanscript  of  his  testimony,  which  I  submit. 

Exhibit  1. 

Certified  transcript  of  portions  of  testimony  of  William  Ebright,  selected  by  B,  A. 
Mathews,  taken  in  the  case  of  The  State  of  Ohio,  ex  rel.  F,  S,  Monnett,  v.  The 
Standard  Oil  Company, 


Q.  Didn't  you  play  the  farmer  there?— A.  No,  sir. 


Didn't  you  have  a  barrel  and  a  wagon  and  play  the  farmer? — ^A.  I  had  a 
bairel  and  got  a  wagon  until  I  got  my  cans. 

Q.  Didnt  you  sell  the  oil  as  an  independent  dealer — ^as  a  farmer? — ^A.  No,  sir. 

Q.  What  were  your  instructions  about  selling  oil?  Where  were  you  to  sell? — 
A.  I  was  to  sell  to  everybody  I  could. 

Q.  Were  you  not  to  cut  the  prices? — ^A.  There  was  no  cut  in  the  prices;  they 
were  the  same. 

Q.  Was  you  not  there  to  run  out  Curtiss,  the  colored  man?— A.  No,  sir. 

Q.  When  you  drove  him  to  buying  oil  of  the  Standard  Oil  Company,  then  you 
left? — ^A.  No,  sir;  the  wa^on  was  still  there — I  sold  out  to  another  man. 

Q.  That  was  after  Curtiss  went  to  buying  from  the  Standard  Oil  Company?— 
A.  I  don't  know  this  man. 

iSeep.3»l  >Seep.881. 
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Q.  Yon  knew  after  yon  got  there  who  yon  was  mnning  ont? — A.  1  didn't  see 
that  I  was  rmming  ont  anybody. 

I  hereby  certify  that  the  abore  is  a  tme  and  correct  copy  of  portions  of  the  tes- 
timony of  William  Ebright,  selected  by  B.  A.  Mathews,  taken  before  me,  the 
undersigned,  in  the  c«u»e  of  The  State  of  Ohio,  ex  rel.  F.  S.  Monnett,  t*.  The  Stand- 
ard Oil  Company. 

[SEAL.]  L.  R.  PuoH,  Notary  PubUe. 

UNTRUE  THAT  EIGHT  ORADEK  OF  OIL  ARE  DRAWN   FROM  TWO  TANKS — THE  FACTS. 

His  statements  that  we  market  eight  grades  of  oil  at  eight  different  prices  from 
two  storage  tanks  at  Marietta,  and  tnat  the  manager  (meaning  me)  save  him  sach 
instructions,  are  false. ^  Not  being  agent,  no  instructions  would  oe  given  him 
concerning  prices.  The  facts  are^e  have  three  grades  of  oil  at  Msurietta  and 
eight  name8--Ohio  State  Test  and  Prime  White  are  two  names  for  the  same  grade 
of  oil,  both  sold  at  the  same  price.  Ohio  State  Test  is  a  brand  adopted  by  some 
of  the  trade  when  Ohio  passed  its  ixispection  law,  while  others  adheiM  to  the  pre- 
viously well-known  trade  name,  Prime  White,  thus  creating  two  brands  for  the 
same  oil.  Water  White,  Red  Star  Water  White,  Silver  Light,  and  Crystal,  are 
four  names  for  the  same  grade  of  oil,  and  are  sold  at  the  same  price.  These 
four  brands  are  trade  names,  having  been  established  by  custom  in  different 
localities  to  meet  the  reouirements  of  the  local  demands.  Eocene  and  Hype- 
rion are  not  the  same  oil,  but  are  two  different  grades  of  oil;  Eocene  bein^  manu- 
factured in  Cleveland  and  Hyperion  at  Parkersbur^,  the  Eocene  being  sold  at 
one-half  cent  per  gallon  above  the  price  of  Hyx)enon  and  kept  in  storage  at 
Marietta,  while  Hyperion  is  shipped  direct  to  the  trade  from  Parkersbun^  refinerjr. 
There  are  a  few  pomts  near  Marietta  where  it  x)ays  better  on  account  of  saving  in 
freight  to  give  the  buyer  Eocene  (a  better  oil)  under  the  Hyperion  brand,  ramer 
than  make  the  shipment  of  Hyperion  from  Parkersburs  at  a  lower  cost  for  the  oil. 
Water  White  was  furnished  to  one  of  the  jobbers  at  Marietta  under  the  brand  of 
*'  Crystal  Oil,"  and  sold  to  him  at  the  Water  White  market,  and  was  his  trade-mark 
brand. 

UNTRUE  THAT  THE  WITNESS  ADULTERATED  TURPENTINE  WITH  QASOLINE. 

His  statement  about  mixing  gasoline  with  turpentine  ^  is  absolutely  ta^ae  and 
malicious.  Instructions  to  all  my  x>eople  have  be^  to  give  the  purchaser  what  he 
buys,  both  in  qualitv  and  quantity.  The  officers  of  the  company  have  always 
impressed  me  with  the  imx)ortance  of  this  principle;  further,  a  buyer  can  deter- 
mine adulteration  of  turpentine  vdth  gasoline  instantly  by  the  use  of  an  ordinary 
hvdrometer,  which  all  dm^gists  keep.  The  falsity  of  Clark*s  statement  about  tile 
alleged  '*  la-ick"  I  taught  him  is  emphasized  by  the  position  he  held  of  warehouse 
and  office  boy,  the  agent  being  the  only  one  who  received  instructions.  I  have 
the  affidavit  of  W.  A.  Beed,  local  agent  at  Marietta  at  the  time  Clark  was  there, 
which  I  submit,  marked  Exhibit  2.  Mr.  Reed  is  not  in  our  employ  at  the  present 
time. 

Exhibit  2. 

The  State  of  Ohio,  Washington  County ^  ss : 

W.  A.  Reed,  of  lawful  age,  being  duly  sworn,  ux)on  his  oath  says : 
I  was  local  agent  for  the  Standard  Oil  ComiMkny  of  Ohio,  at  Marietta,  during 
the  entire  time  that  W.  H.  Clark  worked  there.    He  was  an  office  and  warehouse 
boy,  and  not  in  a  position  to  know  how  the  business  was  carried  on. 

Kef  erring  to  the  testimony  of  Clark  before  the  Industrial  Commission,  given  in 
Washington  on  June  8, 1899, 1  would  state  that  it  is  not  true  that  Mr.  Frank 
Davis  was  ever  in  the  employment  of  the  Standard  Oil  Company.  Davis  wished 
to  go  into  the  oil-peddling  business,  and  we  sold  him  a  wagon.  We  sold  Davis 
his  oil  outright  at  the  ruhng  market  prices,  and  he  sold  it  at  retail  in  competition 
with  other  peddlers  and  retail  grocers  at  Marietta,  and  at  the  prices  fixed  by  him- 
self, the  Standard  Oil  Company  having  nothing  whatever  to  do  with  regulating 
his  or  the  retail  price.  Davis  continued  this  business  until  his  death,  when  his 
father  sold  the  wagon  to  a  man  named  Twiggs,  who  soon  after  sold  it  to  the  Pro- 
ducers' Refining  Ck)mx>any,  which  ran  the  wagon  until  it  discontinued  business. 

i  See  p.  331. 
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Curtis  was  also  a  peddler,  baying  and  selling  oil  in  the  same  way  at  Marietta. 
It  is  not  true  that  he  purchased  his  supplies  from  the  Argand  Befimng  Company. 
He  bought  his  supplies  from  the  Producers'  and  the  Rice  companies  until  those 
compames  shut  down,  after  which  time  he  purchased  his  oil  from  the  Standard 
CHI  Company. 

It  is  not  true  that  we  played  the  farmer  or  any  other  racket  wijbh  Mr.  Ebright. 
Ebright  was  another  peddler,  who  bought  and  paid  me  for  his  oil  supplies  the 
same  as  any  other  peddler,  and  sold  the  oil  thus  purchased  at  retail  in  Marietta. 

I  had  nothing  whatever  to  do  with  retail  prices  of  oil  in  Marietta,  which  were 
regtdated  entirely  by  the  competition  between  the  peddlers  and  the  retail  grocers 
of  that  city. 

The  statement  is  absolutely  false  that  we  sold  oil  from  the  same  tank  at  differ- 
ent prices,  representing  it  to  be  of  different  grades,  or  that  we  mixed  gasoline 
with  turpentine,  or  practiced  anv  deception  or  any  kind  whatever  with  regard  to 
the  quahty  of  our  products  in  selling  tne  same. 

W.  A.  Reed. 

Subscribed  and  sworn  to  by  said  W.  A.  Reed  before  me,  this  81st  day  of  August, 
1890. 

[SEAL.]  FRA^^K  PaNHOBST, 

Notary  Public,  Washington  County,  Ohio. 

STATEMENTS  AS  TO  DECEPTION  OF  CUSTOMERS. 

His  statements  about  instructions  given  (George  Blazer,  and  cause  of  his  leav- 
ing Spring^eld,'  are  malicious  falsehoods.  I  have  the  affidavit  of  Mr.  Foley  and 
Mr.  Foutz,  which  I  submit,  marked  Exhibits  3  and  4.  Mr.  Foley  was  the  local 
agent  at  the  time  Mr.  Clark  was  there,  and  he  is  still  the  local  agent  at  Springfield. 

Exhibit  8. 

The  State  of  Ohio,  Clark  County,  88, 

C.  W.  Foley,  of  lawful  age,  being  dulv  sworn,  uxmn  hiis  oath  says: 
I  am  local  agent  of  the  Standard  Oil  Compimy  at  Springfield,  Ohio,  and  was 
while  W.  H.  Clark  was  emploved  there.  It  is  not  true  that  I  ever  had  any  con- 
versation with  Mr.  Cragin,  wno  is  now  dead,  or  anyone  else  with  reference  to 
informing  Blazer  or  any  other  person  about  drawing  different  grades  of  oil  from 
the  same  tank  and  charging^  different  prices  for  it.  It  is  not  true  that  we  ever 
sold  any  oil  at  this  station  m  that  manner.  All  our  grades  of  oil  were  sold  for 
precisely  what  they  were,  and  no  deception  of  any  kind  was  practiced  upon  our 
customers  as  to  the  quality  or  price  of  the  oil  furmshed  them.  It  is  not  true  that 
Blazer  quit  the  employment  of  the  company  because  he  was  required  by  that 
employment  to  deceive  customers  as  to  the  quality  or  price  of  the  oil  sold.  The 
only  reason  given  by  Mr.  Blazer  when  he  quit,  was  that  the  work  was  too  hard 
for  him. 

C.  W.  Foley. 

Subscribed  and  sworn  to  by  said  C.  W.  Foley  before  me,  this  3&th  day  of 
August,  1899. 
[SEAL.]  W.  R.  Homer, 

Notary  Public,  Clark  County,  Ohio. 

Exhibit  4. 

The  State  of  Ohio,  Washington  County,  as, 

B.  A.  Fonts,  of  lawful,  being  duly  sworn,  upon  his  oath  says: 
I  reside  in  Marietta,  Ohio,  and  went  to  Springfield  and  had  an  interview  with 
^^rge  Blazer.  He  stated  that  he  resided  at  Springfield,  Ohio,  and  worked  for  a 
short  time  for  the  Standard  Oil  ComjMiny  while  W .  fl.  Clark  was  there.  He  stated 
that  he  never  said  to  Mr.  Clark  or  anyone  else  that  if  he  could  not  work  for  an 
honest  company  he  would  quit,  and  for  that  reason  mufft  leave  the  Standard  Oil 
Company's  employment;  or  that  he  was  leaving  or  had  left  the  Standard  Oil  Com- 
PMiy's  employment  because  he  could  not  conscientiously  draw  different  grades  of 
oil  iTom  the  same  tank.    He  also  stated  he  left  the  employment  of  the  Standard 

1  See  p.  332. 
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Oil  Company  because  he  did  not  like  the  tank-wagon  work,  and  for  no  other 
son.    He  made  the  above  statement  to  me,  bat  declined  to  make  affidayit. 

R,  A.  Fours. 
Subscribed  and  sworn  to  before  me  this  4th  day  of  September,  1899. 

[SEAL.]  O.  C.  MlDDUSBWA&T. 

Notary  Public,  Wcuhington  County,  Ohio. 

His  statement  that  we  drew  four  different  grades  of  oil  out  of  the  same  tank, 
and  charged  four  different  prices,*  is  absolutely  false.  Mr.  Clark,  as  well  as  all 
other  tank-wagon  driyers,  was  not  allowed  to  discriminate  between  one  buyer 
and  another,  but  was  to  charge  all  customers  the  same  price  for  the  same  grade 
of  oil.  The  proof  of  this:  In  making  his  returns  at  ni^ht  to  the  cashier  his  total 
sales  had  to  be  accounted  for  on  the  basis  of  the  rulmg  market.  Therefore  he 
could  not  cut  the  price  to  any  buyer  without  paying  it  out  of  his  own  pocket,  and 
it  goes  vdthout  Baving  that  no  retailer  would  pay  more  than  the  market.  I  hare 
the  affidavits  of  Mr.  Toland  and  Mr.  McMahon,  both  tank-wa^n  drivers  at  the 
time  Clark  was  at  Springfield,  the  only  two  men  who  were  domg  the  same  kind 
of  work  that  Clark  did  at  Springfield,  showing  their  method  of  conducting  the 
businees,  which  I  submit,  marked  Exhibits  5  and  6. 

Exhibit  5. 

The  State  of  Ohio,  Lawrence  County,  as. 

W.  W.  McMahon,  of  lawful  age,  being  duly  sworn,  upon  his  oath  says: 

I  worked  for  the  Standard  Ou  Company  as  tank-wagon  driver  at  Springfield 
during  the  time  that  W.  H.  Clark  worked  there  as  tank-wagon  driver. 

I  never  had  any  instructions  from  Mr.  B.  A.  Mathews,  manager,  C.  W.  Foley, 
local  a^ent,  Mr.  Cragin,  or  anyone  else  connected  with  the  Stan&rd  Oil  Company, 
to  deceive  any  customers  by  turning  the  faucet  in  different  directions  to  draw  dif- 
ferent grades  of  oil  out  of  the  same  tank. 

All  oi  our  grades  of  oil  were  sold  for  precisely  what  they  were,  and  no  deception 
of  any  kind  was  practiced  upon  our  customers  as  to  quality  or  price  of  oil  for- 
nished  them,  and  all  customers  paid  me  the  same  price  for  the  same  grade  of  oil. 

W.  W.  McMahon. 

Subscribed  and  sworn  to  by  said  W.  W.  McMahon  before  me,  this  81st  day  of 
August,  1899. 

[SEAL.]  W.  D.  Henet,  Notary  Public. 

Exhibit  6. 

The  State  op  Ohio,  Clark  County, ««. 

C.  M.  Toland,  of  lawful  age,  being  duly  sworn,  ux>on  his  oath  says: 

I  am  now  and  was  in  the  employ  of  the  Standard  Oil  Company  as  tank-wagon 

driver  at  the  time  W.  H.  ClarK  worked  as  tank-wagon  driver  for  the  Standard 

Oil  Company  at  Sprin^eld,  Ohio. 
In  accordance  with  instructions  received  from  B.  A.  Mathews,  manager,  my 

§  rices  have  always  been  uniform,  selling  one  grade  of  oil  at  the  same  price  to  aU 
ealers,  and  I  have  never  deceived  my  customers  by  turning  the  faucet  in  differ- 
ent ways  in  order  to  draw  different  grades  of  oil  from  the  same  tank. 

C.  M.  Toland. 

Subscribed  and  sworn  to  by  said  C.  M.  Toland  before  me,  this  29th  day  of 
August,  1899. 

[seal.]  Geo.  S.  Dial,  Clark  County,  Ohio. 

rebates— hours  op  labor. 

His  statement  with  reference  to  rebates^  at  Springfield  is  untrue.  We  did  not 
allow  Mr.  Clark,  while  at  Springfield,  to  make  rebates. 

His  statement  concerning  hours  of  labor  *  is  misleading  and  untrue.  Our  tank- 
waffon  work  is  planned  with  the  view  of  a  day's  work  constituting  ten  hours.  In 
making  drives  to  country*  towns,  from  8  to  14  miles,  it  is  understood  that  when  a 
driver  returns  his  day's  work  is  completed. 

quality  not  determined  by  pire  test. 

His  statements  about  fire  tost  governing  the  quality  of  oils'  are  not  true.  One 
hundred  and  twenty  degrees  of  fire  test,  by  Ohio  law,  is  the  equivalent  of  150" 

1  Compare  pp.  831,  83S.  >  See  p.  338.  *  See  pp.  383,348,849  «  See  p.  833. 
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by  the  Tagliabue  open  cap.  Conceniiiig  onr  three  grades,  there  is  no  difference 
in  the  fire  test  of  tne  same.  His  statement  that  there  is  lO""  difference  is  false. 
They  are  all  150°  fire  test  by  the  Tiu^liabue  open  cup,  or  120**  fire  test  by  the  Ohio 
State  test  Foster  cup,  which  is  the  State  test  required  by  Ohio. 

The  fire  test  of  oil  required  by  Ohio  statutes  does  not  represent  quality,  but 
simply  safety.  Oil  may  be  exactly  tiie  same  fire  test,  but  different  in  illuminating 
power.  ^    The  quality  of  an  oil  is  distinguished  by  its  illuminating  quality. 

His  statement  that  he  was  promoted  to  the  i)08ition  of  cashier  at  Columbus 
and  had  charg^e  of  the  work  around  warehouse  is  false  and  absurd,  for  the  reason 
that  his  position  was  simply  shipping  clerk,  under  a  superintendent,  who  had 
entire  charge  of  everything  around  the  works.* 

BOI1.ED  LINSEED  OIL  NOT  ADULTERATED. 

His  statement  concerning  boiled  linseed  oil'  is  false  and  malicious.  The  dryer 
used  in  boiling  was  a  pure  linseed  oil  dryer,  which  cost  10  cents  per  gallon  more 
than  linseed  ou,  and  increased  the  cost,  instead  of  decreasing  it,  and  improved  the 
qus^ty,  instead  of  adulterating  it,  as  testified  by  Clark. 

ICINBE'S  OIL;  ITS  COMPOSITION— LUBEICATINO  OIL. 

His  statement  that  miner's  oil  is  made  by  compounding  cotton-seed  oU  with  40 
per  cent  petroleum'  is  false  and  malicious, because  the  Ohio  law  prohibits  such  a 
targe  percentage  of  pnetroleum  being  used.  The  law  is  rigidly  enforced  on  gravity 
and  smoke  qualifications,  which  would  absolutely  prevent  more  than  14  per  cent 
of  petroleum.  Miner's  oil  is  known  to  the  Ohio  State  officials  to  be  cotton-seed 
oil  compounded  with  x>etroleum.  The  price  of  miner's  oil  is  regulated  by  the 
price  of  cotton-seed  oil,  and  runs  about  2  cents  per  gallon  below.  It  was  malicious 
for  Clark  to  state  that  a  dealer  would  pay  34  cents  for  miner's  oil,  when  the  dealer 
could  buy  cotton-seed  oil  for  24  cents. 

TTi«  statement  that  lubricating  oil  is  received  in  blank  heads  at  Columbus  and 
8hipx)ed  out  to  meet  the  requirements  of  the  trade  without  regard  to  contents '  is 
untrue  and  absurd,  because  if  the  barrels  came  unbranded  it  would  be  impossible 
for  the  warehouseman  to  tell  the  contents,  and  an  order  for  cylinder  oil  might  be 
filled  with  a  barrel  of  sewing-machine  oil,  or  vice  versa,  if  Clark's  statement  were 
true.  I  have  the  affidavit  of  Adam  Paulus,  referred  to  by  Clark  as  *' mixer," 
which  I  submit.    (See  Exhibit  7.) 

Exhibit  7. 

The  State  of  Ohio,  Franklin  County,  M.- 
Adam Paulus,  of  lawful  age,  being  duly  sworn,  upon  his  oath  says: 
I  am  in  the  employment  of  the  Standard  Oil  Company  of  Ohio,  and  am  the  per- 
son referred  to  in  the  testimony  of  W.  H.  Clark  before  the  Industrial  Commission 
at  Washinfi^n.    While  Mr.  Clark  was  employed  at  Columbus  I  did  the  mixing  of 
linseed  ana  cotton-seed  oils. 

It  is  not  true  that  our  lubricating  oils  came  from  Cleveland  in  blank  heads,  but 
all  barrels  were  branded  to  designate  the  contents  of  the  package.  In  preparing 
boiled  linseed  oil  it  is  not  true  uiat  we  used  a  cheap  japan  dr^er,  but  we  cud  use 
a  pure  linseed- oil  dryer,  which  improved  the  quality  or  the  Imseed  oil.  Heated 
the  oil  to  225^  instead  of  125%  as  stated  by  him. 

In  comx)ounding  miners'  oil  it  is  not  true  that  we  used  8  barrels  of  cotton-seed 
oil  to  2  barrels  of  miners'  stock,  being  a  percentage  of  40  per  cent  of  the  latter. 
We  only  used  1  barrel  of  miners'  stock  to  6  barrels  of  cotton-seed,  or  about  14  per 
cent. 

It  is  not  true  that  Mr.  Clark  had  charge  of  the  stock  from  which  these  com- 
pounds were  made,  or  that  I  had  to  go  to  him  to  get  it.  The  warehouse  and 
stock  were  in  chaige  of  a  sux)erintendent,  from  whom  I  received  all  my  instruc- 
tions.   The  stock  I  got  out  myself,  as  directed  by  the  superintendent. 

Adah  Paulus. 

Subscribed  and  sworn  to  by  said  Adam  Paulus  before  me  this  29th  day  of 
August,  1899. 
[SEAL.]  W.  A.  Mabsh, 

Notary  Public,  Franklin  County,  Ohio, 


>  See  Mr.  Emery,  p.  606.  *Seep.333.  *  See  p.  884. 
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CUT  PRICES  AHV  REBATES. 

In  reference  to  his  statement  concerning  cut  prices  and  rebates  at  Golnmbos,' 
as  he  was  only  a  shipping  clerk  (and  absolntely  withont  knowledge  regarding 
marketing  matters),  nis  statements  are  purely  malicioos.  On  the  general  qnes^ 
tion  of  competition  we  always  seek  to  protect  our  trade,  and  when  any  competitor 
makes  a  cut  price  for  the  purpose  of  taking  our  business  away  from  us  (quality 
considered)  we  do  not  hesitate  to  meet  it. 

DAILY   DELIVERIES  FROM  TANK   WAGONS. 

The  statement  that  Mr.  Gradwohl  took  in  as  high  as  $200  a  day  with  his  tank 
wagon*  is  untrue. 

Tne  largest  deUvei^  made  by  any  tank  wagon  is  about  |100  per  day,  and  would 
not  average  over  $50  per  day.  To  deliver  8,000  gallons,  or  $200  worth,  a  day 
would  average  one  5-^^on  bucket  every  minute,  ten  hours  per  day,  which  would 
be  a  physical  impossibility.  I  have  Mr.  Gradwohl's  affidavit,  wmch  I  submit. 
(See  Exhibit  8.) 

Exhibit  8. 

The  State  of  Ohio,  Franklin  County,  ss: 

Moses  K.  Gradwohl,  of  lawful  age,  being  duly  sworn,  upon  his  oath  says:  I  am 
a  tank-wagon  driver  in  the  employ  of  the  Standard  Oil  Company  at  Ckuumbus, 
Ohio,  and  was  there  at  the  time  Mr.  (31ark  was  shipping  clerk,  and  am  the  *'  Moee 
Gradwohl"  referred  to  in  his  testimony  before  tne  Industrial  Commission  at 
Washiuffton.  It  is  not  true  that  1  ever  took  in  $200  a  day  from  my  wagon.  The 
largest  &y*s  delivery  I  ever  made  was  about  $100,  and  my  average  daily  deUveries 
about  $50. 

Moses  K.  Gradwohl. 

Subscribed  and  sworn  to  by  said  Moses  K.  Gradwohl  before  me  this  80th  day 
of  August,  1899. 
[SEAL.]  Charles  S.  M.  Thrumm, 

Notary  I^tbliCy  Franklin  County,  Ohio, 

statements  as  to  arrangement  with  competitors  at  COLUMBUS,  competitive 

BRANDS,  AND  PRICES  OF  EMPTY  BARRELS. 

His  statement  with  reference  to  having  an  arrangement  with  competitors  to 
advance  markets  at  Columbus  *  is  false.  Strong  competition  still  exists,  which  in 
Itself  contradicts  his  statement.  He  had  no  Knowledge  on  the  subject,  being 
only  shipping  clerk  at  the  works,  located  a  mile  and  a  half  away.  Therefore 
he  woulaknow  nothing  of  what  was  going  on  in  the  office. 

His  statement  naming  competitive  brands  of  oil  at  Columbus  is  untrue,'  their 
brands  beingOhio  State  Test,  Prime  White,  People's  Headlight,  Suncene,  Water 
White,  and  Diamond  Light— not  Penoline.  Safety  Light,  and  Electric  Light,  as 
stated  by  him.  Ohio  State  Test,  Prime  White,  and  People's  Headlight  cover  one 
grade  of  oil;  Suncene  and  Water  White  another;  Diamond  Light  a  third,  showing 
clearly  their  trade  requirements. 

His  statements  concerning  the  hiring  of  a  boy  to  watch  tank  cars  and  being 
paid  by  him '  are  false. 

His  statement  that  we  took  empty  barrels  at  an  exorbitant  price  in  order  to 
hold  trade  on  oil  *  is  false.  He  had  nothing  to  do  with  the  purchasing  or  handling 
of  empty  barrels,  and  had  no  knowledge  whatever  about  empty-barrel  prices. 
Our  price  at  Columbus  is  strictly  uniform  on  empty  barrels  to  all  customers. 

His  statement  that  he  was  manager  at  Urbana*  is  untrue.  His  position  was 
simply  local  a^ent,  three-quartern  of  his  time  being  occupied  in  driving  a  tank 
wagon.    He  did  not  have  full  charge  of  all  the  business  as  stated. 

THE  CASE  OF   WILLIAM   HELMICK. 

His  statement  about  William  Helmick  at  Urbana  is  untrue.^  Mr.  Helmick 
bought  only  one  carload  of  competitive  oil,  and  after  he  had  sold  about  half  the 
car  he  became  satisfied  that  he  would  lose  money  on  account  of  leakage  and  poor 
quality.    We  helped  him  out  by  purchasing  the  other  half  of  the  car,  and  he  dis- 
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continiied  jobbing  oil,  but  remained  in  the  oil  bnedness  as  a  peddlerfo^nRffl^wo 
years  ther^ter.  We  did  not  at  any  time  drop  the  price  while  he  was  in  business. 
On  the  contrary,  what  little  oil  Helmick  marketed  was  sold  by  bim  at  a  cut  price. 
No  threats  were  made  by  Mr.  Hollingsworth  or  Mr.  Welsh  as  stated  by  Clark.  I 
have  their  affidavits,  which  I  submit,  and  also  the  affidavit  of  W.  H.  Hurley. 

Exhibit  9. 

The  St/lte  of  Iowa,  Louisa  County y  ««: 

H.  S.  Hollingsworth,  of  lawful  age,  being  duly  sworn,  upon  his  oath,  says: 
I  am  in  the  employ  of  the  Standard  Oil  Company,  at  Columbus,  and  have  been 
for  several  years.  It  is  not  true,  as  stated  by  W.  H.  Clark  in  his  testimony  before 
the  Industrial  Commission  at  Washington,  that  I  ever  made  any  threats  of  any 
kind  to  William  xielmick,  either  alone  or  in  company  with  Mr.  Welsh  and  Mr. 
Clark,  or  either  of  them. 

H.   S.   HOLLINOSWORTH. 

Subscribed  and  sworn  to  by  said  H.  S.  Hollingsworth  before  me.  this  dOth  day  of 
August,  1890. 

[seal.]  W.  H.  Hurley,  Notary  Public, 

Exhibit  10. 

The  State  op  Ohio,  CJuinipaign  County,  ss.: 

William  Welsh,  of  lawful  age,  being  duly  sworn,  ux)on  his  oath  says: 
am  agent  of  the  Standard  Oil  Company  of  Ohio  at  Urbana,  and  am  the  per- 
son referred  to  in  the  testimony  of  W.  H.  Clark  before  the  Industrial  Commis- 
sion as  a  cooper  man  from  Springfield,  Ohio,  where  I  did  formerly  work  for  the 
company  in  the  cooi>er  shop. 

It  IS  not  true  that  I  ever  made  any  threats  of  any  kind  to  William  Helmick,  of 
Urbana,  Ohio,  either  alone  or  in  comx>any  with  Mr.  Hollingsworth,  or  Mr.  Clark, 
or  either  of  them,  but  the  statement  of  Mr.  Clark  in  that  respect  is  absolutely 
false. 

William  Welsh. 

Subscribed  and  swora  to  by  said  William  Welsh  before  me,  this  28th  day  of 
August,  1809. 

[seal.]  W.  M.  Rock. 

Notary  Public,  Champaign  County ,  Ohio. 

Exhibit  11. 

State  of  Iowa,  Louisa  County,  tis : 

I,  W.  H.  Hurley,  a  resident  of  Wapello,  Louisa  County,  Iowa,  on  oath  state 
that  I  am  a  notary  public  in  and  for  Louisa  County,  Iowa,  and  at  the  instance  of 
H.  S.  Hollingsworth  did  request  one  William  Helmick  to  make  a  deposition  in 
re^grd  to  his  relations  and  transactions  with  the  Standard  Oil  Company  of  Ohio, 
at  Urbana,  Ohio.  He  was  shown  a  copy  of  the  testimony  given  by  W.  H.  Clark 
before  the  Industrial  Commission  at  Washington,  D.  C.  He  declared  that  the 
testunony,  as  shown  him,  in  reference  to  himseii  was  false  and  untrue,  and  partic- 
ularly referred  to  the  causes  as  therein  set  forth  in  regard  to  his  going  to  the  poor- 
house,  and  that  it  was  not  brought  about  through  any  agency  or  the  Standard  Oil 
Company,  but  declined  to  make  affidavit  as  to  said  fidsity  until  he  had  communi- 
cated with  the  above  referred  to  W.  H.  Clark.  I  state  further  that  he  made  the 
above  statement  in  the  presence  of  myself  and  H.  S.  Hollingsworth. 

The  co^y  of  testimony  referred  to  as  having  been  shown,  to  the  said  William 
Helmick  is  hereto  attached  and  marked  *'  Exhibit  A." 

W.  H.  Hurley. 

Subscribed  in  my  presence  and  sworn  to  before  me  by  W.  H.  Hurley  this  1st 
day  of  September,  A.  D.  1800. 
[seal.]  J.  Don.  Darrow, 

Notary  Public  for  Louisa  County, 

[Here  follows  a  copy  of  the  part  of  Mr.  Clark's  testimony  in  question.] 

State  op  Iowa,  Louisa  County,  ss : 

I,  H.  S.  Hollingsworth,  first  being  duly  sworn  on  oath,  state  that  the  above  is  a 
true  copy  in  i>art  of  the  stenographer's  report  of  the  testimony  of  W.  H.  Cl^k 
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before  the  Indastrial  Commission  at  Washinffton,  D.  C. .  and  is  the  copy  that  was 
shown  Wm.  Helmick  when  he  was  reqnestea  to  make  a  deposition  as  to  tmth  or 
faLnty  of  the  statements  therein  contamed. 

H.  S.  'BOIAJSQSWOBTB. 

Subscribed  in  my  presence  and  sworn  to  before  me  by  H.  S.  HoUingsworth 
this  Ist  day  of  September,  A.  D.  1899. 
[SEAL.]  W.  H.  Hurley.  Notary  Bubiie, 

Exhibit  12. 

The  State  op  Ohio,  Franklin  County,  ss : 

H.  S.  HoUingsworth,  of  lawfnl  age,  being  duly  sworn,  nix)n  his  oath  sa^i  I 
reside  at  Columbus,  Franklin  County, Ohio.  I  have  read  the  testimony  of  W.H. 
Clark  before  the  Industrial  Commission  at  Washington, D.  C, ii^  which  he  states 
that  Wm.  Helmick,  formerly  of  Urbana,  Ohio,  has  been  unable  to  earn  a  liyeli- 
hood  in  consequence  of  having  been  driven  out  of  the  wholesale  oil  business  at 
Urbana,  Ohio,  about  four  years  prior  to  the  present  time.  Deponent  further 
saith  that  said  Wm.  Helmick,  after  quitting  the  wholesale  oil  business,  continued 
in  the  retail  oil  business  for  a  period  of  about  two  years,  to  the  best  of  his  knowl- 
edge and  belief,  and  bought  his  supplies  from  the  station  of  the  Standard  Oil  Com- 
pany, at  Urbana,  Ohio.  Subsequently,  said  Wm.  Helmick  retired  from  the  retafl 
oil  business,  and  removed  to  Louisa  County,  Iowa,  where,  on  or  about  Aujrast  31, 
1899, 1  found  him  employed  in  the  canning  factory  of  Baxter  Bros.,  at  Wapello, 
Iowa,  at  his  trade,  that  of  a  tinsmith,  working  at  hard  labor  from  ten  to  eighteen 
hours  per  day.  I  was  informed  by  said  Wm.  Selmick  and  by  Mr.  Colby,  the  snp^- 
intendent  of  the  factory,  that  he,  said  Wm.  Helmick,  had  first  been  employed  in 
his  present  capacity  in  1898. 

Further  deponent  saith  not.  H.  S.  Holunoswobth. 

Subscribed  and  sworn  to  bv  said  H.  S.  Holling^worth  before  me  this  4th  day  of 
September,  1899. 

[SEAL.]  H.  N.  Standabt,  Notary  Pubiic. 

Helmick's  so-called  warehouse  that  Clark  refers  to  was  simpler  a  temporary  shed 
made  of  refuse,  old  car  lumber.  It  had  no  value  except  for  landing  wood,  and 
Helmick  afterwards  used  it  for  that  purpose.  I  have  Mr.  Thomas  Powers's  affida- 
vit, which  1  submit.     (Exhibit  18.) 

Exhibit  18. 

The  State  of  Ohio,  Champaign  County,  ss. 

Personally  appeared  before  me,  a  notary  public  in  and  for  said  county,  Thomas 
Powers,  of  lawtul  age,  who,  being  duly  sworn,  deposes  and  says  that  he  is  a  resi- 
dent of  Urbana,  Champaign  County,  Ohio,  and  has  been  engaged  in  the  business 
of  draying  for  the  past  seventeen  years;  that  he  was  acquainted  with  William 
Helmick,  of  Urbana,  Ohio;  that  about  three  years  &^  he  hauled  a  part  carload 
of  oil  to  a  shed  belonging  to  said  Helmick,  situated  in  the  north  pail  of  the  city 
of  Urbana,  near  the  city  limits.  The  said  shed  was  built  of  refuse  limiber  and 
material,  and  in  his  opinion  said  shed  was  not  worth  more  than  ten  dollars. 

Thos.  Powers. 

Subscribed  and  sworn  to  by  said  Thomas  Powers  before  me  this  38th  day  of 
August,  1899. 
[SEAL.]  W.  M.  Rock. 

Notary  Public,  Champaign  County,  Ohio, 

Mr.  Helmick  did  not  lose  any  money  during  the  few  days  he  was  trying  to 
wholesale  oil,  therefore  it  is  absurd  and  malicious  for  Clark  to  state  that  any 
action  of  ours  drove  Helmick  to  the  poorhouse.  The  loss  of  his  money  was  due 
to  an  entirely  different  cause.  I  have  the  affidavit  of  N.  P.  Cone,  which  I  submit. 
(Exhibit  14.) 

Exhibit  14. 

The  State  of  Ohio,  Champaign  County,  as: 

N.  P.  Cone,  of  lawful  age,  being  duly  sworn,  upon  his  oath  says:  I  am  a  town- 
ship trustee  of  Urbana  Township,  Champaign  Coxmty,  Ohio,  and  have  been  for 
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«i^ht  years.    I  am  acquainted  with  William  Helmick,  formerly  of  Urbana,  Cham- 

Saign  County,  Ohio,  and  have  been  for  twenty-five  years  past.  I  knew  of  his 
pmestic  troubles,  having  been  informed  of  them  by  himself,  and  have  frequently 
beard  him  complain  of  the  extravagance  of  his  lamily.  On  March  26, 1898, 1 
mgned  aa  order  committing  said  WuUam  Helmick  to  the  county  infirmary  of 
Champaign  C!ounty,  Ohio,  u]^n  the  report  of  several  reputable  citizens  of  Urbana, 
Ohio,  of  his  destitute  condition.  The  afSant  further  makes  oath  and  says  that  he 
believes  the  cause  of  destitution  of  said  William  Helmick  to  have  been  the  extrava- 
gance of  his  family  and  other  domestic  troubles  as  complained  of  by  him,  and  due 
to  no  other  cause. 

N.  P.  Cone. 

Subscribed  and  sworn  to  before  me  by  the  said  N.  P.  Cone  this  29th  day  of 
August,  1899. 

[SEAL.]-  W.  M.  Bock, 

Notary  Public,  Champaign  County,  Ohio. 

AMOUNT  OF  OIL  SOLD  AT  UBBANA  AND  AT  NEWARK. 

His  statement  that  the  business  at  Urbana  ran  about  40,000  to  60,000  gallons  per 
month  ^  is  false,  the  average  being  only  about  one-half. 

His  statement  that  he  held  the  x>osition  of  manager  at  Newark  *  is  false.  His 
position  was  that  of  local  agent,  same  as  at  Urmma,  three-fourths  of  his  time 
being  occupied  in  driving  tank  wagon  and  dray. 

His  statement  that  the  average  monthly  output  at  Newark  was  80,000  gallons  > 
is  not  true,  the  correct  figures  being  less  than  one-half  that  amount. 

AS  TO  SELLING  GASOLINE  AND  OIL  AT  DIFFERENT  PRICES  TO  DIFFERENT 

CUSTOMERS. 

With  reference  to  variation  in  prices  at  Newark  on  stove  gasoline,^  the  same 
situation  was  true  elsewhere  on  account  of  the  marked  advance  in  price  of  ga^ao- 
line.  Many  dealers  at  the  time  of  the  advance  were,  under  contract  for  a  period 
of  time ;  consequentiy  the  advance  only  applied  to  those  who  were  not  under  con- 
tract, but  as  contracts  expired  the  advance  in  price  was  charged  to  them  as  well 
as  others. 

Answering  the  general  statements  made  by  Clark  relative  to  seUing  refined  oil 
at  cut  prices  at  Newark,^  all  dealers  were  treated  alike.  His  statement  that  at 
Newark  we  charged  Mr.  Bankin  6  cents  for  oil  and  Showman  Brothers  7i  cents 
is  false.  The  facts  are  Showman  Brothers  bought  their  oil  in  bulk  from  the  tank 
wagon,  while  C.  O.  B;ankin  bought  oil  in  barrels  and  i)aid  1|  centsper  gallon  more 
than  Showman  Brothers  paid  for  the  same  oil;  but  we  allowed  Baukin  75  cents 
when  he  returned  the  empty  barrel,  the  equivalent  of  li  cents  per  gallon,  which 
made  the  net  cost  to  both  dealers  the  same. 

His  statement  that  Hagmeier,  a  dealer  at  Newark,  was  rebated  1  cent  per  gal- 
lon on  gasoline  and  2  cents  on  oil  *  is  false.  Clark  was  Riven  special  permission  to 
I>ay  a  rebate  which  was  one-half  cent  per  gallon  on  both  oil  and  gasoline,  under  a 
contract  Mr.  Clark  paid  the  one-haJf  cent  himself,  and  then  testified  here  that 
he  paid  i  and  2  cents.  He  also  presented  a  letter  from  George  J.  Hagmeier  stating 
that  he  had  received  rebates,  and  I  have  an  affidavit  from  Mr.  Hagmeier  showing 
how  that  letter  was  procured.    (See  Exhibit  15.) 

Exhibit  15. 

State  of  Ohio,  Licking  County : 

Before  me,  a  notary  public  in  and  for  said  county,  personally  apx>eared  Q^orge 
J.  Hagmeier,  who  is  well  known  to  me,  and  being  first  duly  sworn,  deposes  and 
sa^s,  that  he  has  read  the  testimony  of  William  H.  Clark,  given  before  the  Indus- 
trial Commission  at  Washington,  D.  C,  wherein  said  Clark  read  a  certain  note 
or  statement  purporting  to  be  signed  by  him.  That  on  or  about  the  18th  day  of 
February,  1898,  said  Clark  came  to  him  with  a  certain  note  or  statement,  wnich 
said  Ciaxk  had  previously  prepared,  and  which  said  Clark  requested  afaant  to 
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sign.    That  to  the  best  of  this  affiant's  recollection,  said  note  or  statement  'was  in 
the  following  langaase  and  figores,  to-wit: 

**  Feb.  18th,  1898.— Mr.  Clark,  Ag  t  Standard  Oil  Co..  has  paid  me  a  great  manj 
rebates  on  goods  which  were  receipted  for  when  given.'* 

Said  daric  thereuiton  said  to  this  aflftant,  and  assigned  as  his  reason  for  reqnesl- 
in^;  afl^nt*s  signature  thereto,  that  he,  said  Clark,  was  short  in  his  accoiints  'witii 
said  Standard  Oil  Comi>any,  and  that  said  shortage  had  been  occasioned,  in  fact, 
bv  the  payment  of  the  rebates  in  said  statement  mentioned  to  this  affiant,  and 
that  he  desired  to  use  said  statement  in  aoconnting  to  said  company  for  said 
shortage  in  his  accounts.  That  said  Clark  assigned  no  other  reason  for  dwdring 
affiant^  signature  to  said  statement,  and  thereniK>n,  and  in  order  to  assist  saia 
Clark  in  straightening  his  accounts  with  said  company,  affiant  signed  said  state- 
ment as  presented  to  him  by  said  Clark,  and  in  substance  as  above  set  forth.  And 
further  affiant  saith  not. 

Q-Eo.  J.  Hagmkikr. 

Sworn  to  before  me  and  signed  in  my  presence  by  Oeorge  J.  Hagmeier  this  3d 
day  of  September,  A.  D.  1899. 

Walter  A.  Irvine, 
[seal.]  Notary  Public  m  and  for  Licking  County,  Ohio. 

I  have  another  affidavit  from  Mr.  Hagmeier  regarding  rebates,  which  I  sub 
mit.     (See  Exhibit  16.) 

Exhibit  16. 

State  op  Ohio,  Licking  County y  hs  : 

George  J.  Hagmeier,  of  lawful  age,  being  duly  sworn,  uix)n  his  oath  says: 
1  am  a  merchant  operating  the  Pittsburg  grocery  stores,  at  different  points. 
At  the  Newark  brancn  I  have  had  numerous  business  dealings  with  the  Standard 
Oil  Company  through  its  former  local  agent,  W.  H.  Clark,  under  contract  for  a 
large  quantity  (my  entire  consumption  for  a  certain  period) ,  I  have  received  a 
rebate  of  i  cent  per  gallon  on  both  oil  and  gasoline.  It  is  not  true  that  I  ever 
received  a  rebate  of  1  cent  per  gallon  on  gasoline  and  2  cents  per  gallon  on  oil.  I 
never  received  more  than  the  i  cent  per  gallon  as  per  contract  as  aforesaid. 

Geo.  J.  Hagmeier. 

Subscribed  and  sworn  to  by  said  Gteo.  J.  EUigmeier  before  me,  this  90th  day  of 
August,  1899. 
[seal.]  David  M.  Speller,  Notary  PubUe. 

NO  FRAUDS  OR  TRICKS  IN   LAMP  TESTS. 

His  statement  that  we  used  a  trick  in  making  lamp  test  is  untrue.  *  Competitors 
marketed  an  oil  from  Ohio  crude,  which  was  full  of  sulphur,  at  a  reduced  price; 
and  as  the  dealers  mixed  this  high-sulphur  oil  with  our  oil  in  their  storage  tuik, 
and  as  the  consumers  were  complaining  about  the  quality,  we  were  compelled  to 
ask  the  dealers  to  keep  our  oil  separate,  tiiat  they  might  know  whose  oil  was  pro- 
ducing the  trouble  when  their  customers  complained.  It  seemed  impracticable 
in  some  cases  for  the  dealers  to  have  two  storage  tanks,  so  we  were  compelled,  at 
a  very  large  e^roense,  to  put  on  canvassers  to  visit  the  consumers  and  prove  to 
them,  by  actual  demonstration,  that  the  standard  quality  of  our  oil  had  not  becm 
changed.  Similar  tests  were  made  with  the  retail  storekeepers,  and  it  is  the 
height  of  folly  for  any  man  to  say  that  the  people  could  be  humbugged  by  the 
turning  up  of  one  flame  higher  than  the  other.  That  you  ^ntlemen  may  fuUy 
understand  the  falsity  of  the  statement  made  by  Clark  in  relation  to  the  drawing  of 
several  grades  of  oil  from  one  tank  by  a  '*  twist  of  the  wrist,*'  I  wish  to  say  that 
we  have  a  tank  wagon  at  Newark  with  three  compartments,  showing  conclusively 
that  we  carry  three  grades  of  goods. 

He  states  that  D.  J.  Hull,  H.  S.  Hollingsworth,  E.  G.  Mathews,  W.  W.  Hughes, 
and  W.  A.  Reed,  all  employees  of  the  Standard  Oil  Company,  had  knowledge  of 
frauds  as  testified  to  by  him  in  making  lamp  tests.^  Mr.  W.  A.  Heed  is  not  in  our 
employ  and  was  not  at  the  time  Mr.  Clark  testified.  I  submit  the  affidavits  of  all 
these  gentlemen  to  prove  the  falsity  of  Clark's  statements. 
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Exhibit  17. 

The  State  of  Ohio,  Champaign  County,  ss: 

D.  J.  Hull,  of  lawful  aee,  being  duly  sworn,  upon  his  oath  says:  I  am  in  the 
employment  of  the  Standard  Oil  Company  of  Onio,  and  have  oeen  for  several 
years.  I  have  read  the  statement  of  the  testimony  of  W.  H.  Clark  before  the 
Industrial  Commission  at  Washington  with  reference  to  testing  Ohio  and  Penn- 
sylvania oils,  and  giving  my  name  as  one  who  could  corroborate  his  statements. 
I  desire  to  say  that  his  statements  as  to  the  method  of  these  tests  are  absolutely 
false.  I  never  heard  of  any  instructions  or  any  practice  of  the  character  stated 
by  him.  When  these  comparative  tests  are  made,  lamps  of  the  same  size,  burn- 
ers of  the  same  kind,  wicks  of  the  same  make,  and  chimneys  of  the  same  make 
are  always  used,  and  at  the  beginning  of  the  test  the  height  of  the  flame  in  each 
lamp  is  precisely  the  same.  I  never  Knew  of  any  deception  being  used  in  these 
tests. 

D.  J.  Hull, 

Subscribed  and  sworn  to  by  said  D.  J.  Hull  oefore  me,  this  28th  day  of  August, 
1890. 
T^SEAL.]  W.  F.  RiNQ,  Notary  Public, 

Exhibit  1H. 

The  State  of  Ohio,  FravMin  County ,  ss: 

H.  S.  HoUingsworth,  of  lawful  age,  being  duly  sworn,  upon  his  oath  says:  I 
am  in  the  emplovment  of  the  Stanoard  Oil  Company  of  Ohio,  and  have  been  for 
several  jrears.  I  have  read  a  statement  of  the  testimony  of  W.  H.  Clark  before  the 
Industrial  Commission  at  Washington  with  reference  to  testing  Ohio  and  Penn- 
sylvania oils,  and  giving  my  name  as  one  who  could  corroborate  his  statements. 
I  desire  to  say  that  his  statements  as  to  the  method  of  these  tests  are  absolutely 
false.  I  never  heard  of  any  instructions  or  any  practice  of  the  character  stated  by 
Mm.  When  these  comparative  tests  are  made,  lamps  of  the  same  size,  burners  of 
the  same  kind,  wicks  of  the  same  make,  and  chimneys  of  the  same  make  are 
always  used,  and  at  the  beginning  of  the  test  the  height  of  the  flame  in  each  lamp 
is  precisely  the  same.    I  never  knew  of  any  deception  being  used  in  these  tests. 

H.  S.  HOLLINOSWORTH. 

Subscribed  and  sworn  to  by  said  H.  S.  Hollin^worth  before  me,  this  28th  day 
of  August,  1899. 

[SEAL.]  Ernest  T.  Hare, 

Notary  Public,  Franklin  County,  Ohio. 

■ 

Exhibit  19. 

The  State  op  Ohio,  FranMin  County,  ss  : 

£.  G.  Mathews,  of  lawful  age,  being  duly  sworn,  upon  his  oath  says:  I  am  in 
the  employment  of  the  Standard  Oil  Company  of  Ohio,  and  have  been  for  several 
years.  I  have  read  a  statement  of  the  testimony  of  W.  H.  Clark  before  the 
Industrial  Commission  at  Washington  with  reference  to  testing  Ohio  and  Penn- 
sylvania oils,  and  giving  my  name  as  one  who  could  corroborate  his  statements. 
I  desire  to  say  that  his  statements  as  to  the  method  of  these  tests  are  absolutely 
false.  I  never  heard  of  any  instructions  or  any  practice  of  the  character  stated 
hj  him.  When  these  comparative  tests  are  maae,  lamps  of  the  same  size,  burners 
of  the  same  kind,  wicks  of  the  same  make,  and  chimneys  of  the  same  make  are 
always  used,  and  at  the  beginning  of  the  test  the  height  of  the  flame  in  each  lamp 
is  precisely  the  same.    I  never  knew  of  any  deception  being  used  in  these  tests. 

£.  G.  Mathews. 

Subscribed  and  sworn  to  by  said  E.  G.  Mathews  before  me,  this  28th  day  of 
August,  1899. 
[SEAL.]  Ernest  T.  Hare, 

Notary  Public,  Franklin  County,  Ohio, 

Exhibit  20. 

The  State  op  Ohio,  lAcking  County,  ss : 

W.  W.  Hughes  of  lawful  age,  being  duly  sworn,  upon  his  oath  says :  I  am  in 
the  employment  of  the  Standard  Oil  Company  of  Ohio,  and  have  been  for  several 
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years.  I  have  read  a  statement  of  the  testimony  of  W.  H.  Clark  before  the 
industrial  Commission  at  Washington  with  reference  to  testing  Ohio  and  Peim- 
sylvania  oils,  and  giving  my  name  as  one  who  could  corroborate  his  statements. 
I  desire  to  say  that  his  statements  as  to  the  method  of  these  tests  are  absolutely 
false.  I  never  heard  of  any  instructions  or  any  practice  of  the  character  stated  l^ 
him.  When  these  comparative  tests  are  made, lamps  of  the  same  size,  burners  of 
the  same  land,  wicks  of  the  same  make,  and  chinmeys  of  the  same  make  are 
alvrays  used,  and  at  the  b^^ning  of  the  test  the  height  of  the  flame  in  each  lamp 
is  precisely  the  same.    I  never  knew  of  any  deception  being  used  in  these  tests. 

W.  W.  HUOHRS. 

Subscribed  and  sworn  to  by  said  W.  W.  Hughes  before  me,  this  90th  day  of 
August,  1899. 

Frederic  M.  Black, 
[seal.]  Notary  PubKc 

'ExBJBTr  21. 

The  State  of  Ohio,  Waahington  County y  as  : 

W.  A.  Reed,  of  lawful  age,  being  duly  sworn,  upon  his  oath  says:  I  was  in  the 
employment  of  the  Standard  Oil  Company  of  Ohio,  as  its  agent  in  Marietta  up 
to  rTovember  1, 1898,  but  since  that  time  have  not  been  connected  with  the  com- 
pany. I  have  read  a  statement  of  the  testimony  of  W.  H.  Clark  before  Uie 
Industrial  Commission  at  Washington  with  reference  to  testing  Ohio  and  Penn- 
sylvania oils,  and  giving  my  name  as  one  who  could  corroborate  his  statements. 
I  desire  to  say  that  his  statements  as  to  the  method  of  these  tests  are  absolutely 
false.  I  never  heard  of  any  instructions  or  any  practice  of  the  character  statea 
bv  him.  When  these  comparative  tests  are  made,  lamps  of  the  same  size,  burners 
01  the  same  kind,  wicks  of  the  same  make,  and  chimneys  of  the  same  make,  are 
always  used,  and  at  the  beginning  of  the  test  the  height  of  the  flame  in  each 
lamp  is  precisely  the  same.  I  never  knew  of  any  decepnon  being  used  in  these 
tests. 

W.  A.  Rekd. 

Subscribed  and  sworn  to  by  said  W.  A.  Beed,  before  me,  this  31st  day  of  Aug^ist, 
1899. 
[seal.]  Frank  Panhorst, 

Notary  Public,  Washington  County,  Ohio. 

LUBRIOATIKa  OIIJS. 

Concerning  his  general  statement  on  lubricating  oils,*  he  refers  to  our  trade- 
mark brands  on  wnich  there  is  no  competition  ana  for  which  we  have  a  regnlar 
schedule,  the  price  varying  only  in  accordance  with  the  quantity  used  and  the  cost 
of  delivering  same  to  customers.  Inasmuch  as  no  competitor  can  sell  these  oUs, 
there  is  no  necessity  for  our  making  any  different  price  other  than  our  schedide. 

THE  alleged   purchase  OF  A  WAREHOUSE  TO  DRIVE  A  COMPETITOR   OUT  OF 

BUSINESS. 

His  statements  concerning  the  purchase  and  removal  of  an  alleged  warehonae 
at  Newark,  in  order  to  drive  out  a  competitor,'  are  false.  After  the  so-called 
warehouse  was  purchased,  Donaldson,  the  person  whom  Clark  claimed  we  drove 
out  of  business  oy  the  jpurchase  of  a  shed  from  its  owner  (without  Donaldson's 
knowledge) ,  continued  m  business  by  renting  a  bam.  Further,  Clark  puitdiased 
the  shed  unknown  to  and  unauthorized  by  me  or  Mr.  Hollingsworth,  and  moved 
the  building  to  his  (Clark's)  own  private  lot,  for  his  own  private  use,  and  paid  for 
by  him,  ana  not  bv  us. 

We  derived  no  oenefit  from  the  transaction,  and  I  criticised  Clark  severely 
when  the  subject  came  to  my  notice.  This  so-called  warehouse,  emphacdzed  so 
largely  by  Clark,  was  only  an  old  shed,  about  4  feet  by  4  feet,  with  capacity  for 

>Seepp.d89,604,605.  •Seep.8«a 
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barrel  of  oil. 
:.  which  I  submit. 


The  State  of  Iowa,  Louisa  County,  ««; 

H.  S.  EollingswDrth,  of  lawful  ase,  being  duly  sworn,  npoD  hie  oath,  says:  lam 
ic  the  employ  of  the  Standard  Oil  Company  of  Ohio,  and  have  been  for  several 
years.    With  reference  to  the  purchase  of  a  warehoose  at  Newark,  which  W.  H. 


and  it  is  not  true  that  I  offered  Mr.  Clark  a  two-weeks  vacation  on  salary,  or  any 
condderation  of  any  kind  whatever,  if  he  would  get  Donaldson  out  of  the  busl- 
neaa.  The  first  I  knew  of  the  transaction,  Clark  had  purchased  the  building  tor 
^.SO,  and  moved  it  on  to  his  own  private  lot,  and  Clark  stated  to  me  that  he 
bonght  the  ^ed  on  account  of  needing  it  for  an  outhouse.  The  so-called  "  ware- 
bouse  "  was  about  4  feet  by  4  feet,  with  a  capacity  for  storing  a  single  bair^  of 
oil,  and  in  my  jud^ient  $2,50  was  an  exceaaive  price  for  it.  The  purchase  of  the 
shed  did  not  drive  Don^dson  out  of  the  business,  for  he  rented  a  bam  afterwards 
in  which  to  store  his  barreled  oil. 

H.  S.  H01.1.INO8WOETH. 


Snbeoribed  and  sworn  to  by  said  H.  i 
August,  1896. 
[seal.] 


,  Hollings worth,  before  me,  this  30th  day  of 

W.  H.  Hurley,  Notary  Public. 

Referring  to  his  statement  concerning  Mr.  King,  and  others  at  Newark,  mn- 
ning  tank  wagoos,'  it  is  very  misleading  because  the  term  generally  applies  toonr 
meuiod  of  deuvery  to  the  retail  trade,  whereas  they  were  peddlers  who  ran  their 
own  wagons,  bought  their  oil  from  us  and  made  wnatever  price  to  the  consumer 
they  oesiTed  and  were  practically  regulated  by  the  price  made  by  retail  stores. 
We  had  nothing  whatever  to  do  with  fixing  such  prices — these  peddlers  all  work- 
ing f 01  tbemselveH. 
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CIKCrSlSTANCKS  ITNDKR   WHICH    MK.   CLARK   LEFT  THE  STANDARD. 

Mr.  Lockwood  was  not  a  manager '  nor  a  special  insi)ect<)r.  but  simply  a  travel- 
ing auditor,  whose  daty  it  was  to  visit  stations,  check  np  stocks,  balance  cash, 
check  accounts,  and  see  that  onr  agents  were  conducting  the  business  honestly. 
Mr.  Clark's  reports  were  not  received  regularly,  and  after  I  had  requested  him 
repeatedly  to  give  the  matter  prompt  attention  (and  he  had  failed  to  do  so) ,  at  my 
request  Mr.  Liockwood  was  sent  to  Newark  to  check  Clark  up.  He  did  so,  and 
after  balancing  the  cash  (which  is  the  first  thing  an  auditor  does)  he  found  it 
short.  This  was  reported  to  me  and  I  suspended  Clark  until  Mr.  Lockwood  had 
completed  his  examination.  Further  investigation  disclosed  the  fact  that  col- 
lections had  been  made  by  Clark  and  not  reported.  Some  of  these  items  were 
made  good  by  Clark  from  day  to  day  by  payments  to  Mr.  Lockwood  on  the  theory 
that  they  were  errors.  They,  however,  became  so  numerous  that  Mr.  Lockwood 
finally  refused  to  receive  any  more  payments  until  he  had  completed  his  exami- 
nation, when,  according  to  custom,  he  would  make  a  final  report  and  leave  the 
adjustment  to  the  ofElcers  of  the  company. 

From  the  time  I  suspended  him  up  to  date  I  have  never  tried  to  reengage  him, 
directly  or  indirectly,  through  Mr.  Fouts  or  anyone  else.*  I  submit  Mr.  Fouts's 
affidavit  showing  tfaiat  he  has  not. 

Exhibit  28. 

The  State  of  Ohio,  Franklin  County,  ««: 

R.  A.  Foutz,  of  lawful  age.  being  duly  sworn,  upon  his  oath  savs:  I  am  in  the 
employ  of  the  Standard  Oil  Company,  and  am  the  person  referred  to  in  the  testi- 
mony of  W.  H.  Clark  before  the  Industrial  Commission.  It  is  not  true,  as  stated 
by  him,  that  since  Clark's  discharsre  by  the  Standard  Oil  Company  I  have  asked 
him  to  reenter  the  company's  employ,  or  ever  asked  him  how  he  would  work  for 
the  company  again.  I  am  a  traveling  man  and  have  no  authoritv  whatever  to 
employ  for  the  comi>any,.and  I  have  never  had  any  talk  of  any  Kind  whatever 
witn  Mr.  Clark  upon  the  subject. 

R.  A.  Fouts. 

Subscrilied  and  sworn  to  by  said  R.  A.  Foutz  before  me  this  28th  day  of  Augnst, 
1899. 
[SEAL.]  E.  L.  Pease. 

Notary  PuMiCj  FYanklin  County^  Ohio. 

Nor  is  there  any  truth  in  his  statement  concerning  our  methods  of  deducting 
from  his  salary  errors  which  others  made.' 

The  inspector's  report  referred  to,*  a  copy  of  which  he  filed  with  you,  is  not  a  iwurt 
of  the  auditor's  work ,  nor  did  the  auditor  nave  anything  whatever  to  do  with  it,  nor 
was  it  made  out  by  him  at  that  time,  nor  at  any  other  time;  consequently  Clark  s 
statements  concerning  it  are  false.  The  blank  referred  to  is  the  one  that  I  require 
filled  out  by  a  sx)ecial  a^ent  as  occasion  requires.  Since  my  arrival  in  Washin^n 
I  have  examined  the  inspector's  report  submitted  by  Clark,  and  find  that  it  is 
signed  by  H.  S.  Holl  lugs  worth, ^  who  made  the  inspection  and  filled  out  the  blank. 

The  final  report  of  our  auditor  showed  Mr.  Clark's  shortage  to  be  $231.57.  He 
made  good  $121.93.  The  balance,  $109.04,  was  paid  in  full  oy  his  bonding  com- 
pany after  they  had  examined  the  report  and  found  it  correct. 

He  was  finally  arrested  by  the  bonding  company,  who  had  signed  his  bond  as 
agent. 

Q.  (By  Mr.  Phillips.)  What  became  of  him  after  his  arrest?— A.  He  was 
arrested  on  a  charge  of  embezzling  $109.64,  which  is  a  sum  largely  in  excess  of 
the  amount,  $35,  recjuired  under  Ohio  laws  to  constitute  a  felony.  He  was  bound 
over  by  the  examining  magistrate.  It  appears  that  the  aggregate  was  taken  in 
small  sums,  and  at  different  times,  no  one  amounting  to  $35,  or  sufficient  to  con- 
stitute a  telony  under  the  Ohio  statutes.  Therefore,  I  understand  the  grand  jury 
failed  to  indict,  on  the  ground  that  the  offenses  could  not  be  joined  together,  ana 
no  felony  had  been  committed;  only  petty  larceny. 

differences  of  price. 

Q.  (By  Mr.  Jenks.)  One  or  two  questions  as  to  the  general  method  of  doing 
business.  You  state  in  your  testimony  that  wherever  you  have  known  of  rivals 
cutting  rates  you  intended  to  meet  them  to  protect  yourself.    It  is  true,  I  sup- 

iSeep.  342.  'Seep.  344.  ^Seep.  345.  «Seep.343. 

^  See  Mr,  Holliogsworth*s  signature,  p.  344;  also  date  of  inspection  report,  2  3rears  and  4  months 
iM'itore  Mr.  Clark  was  dismissed. 
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pose,  that  yon  had  some  special  contracts,  and  in  that  way  sold  at  somewhat 
oifferent  rates  to  different  dealers? — ^A.  Occasionally  we  have  a  8i>ecial  contract, 
the  consideration  bein^  that  the  dealer  buys  his  entire  supply  from  ns.  But  these 
contracts  are  very  limited  in  nnmber,  and  the  concession  very  rarely  exceeds  one- 
half  cent  a  gallon. 

Q.  So  that  it  would  be  possible  that  Mr.  Clark  would  have  received  instruc- 
tions from  you  to  sell  the  same  quality  of  oil  to  different  dealers  at  different  rates 
under  these  contracts  you  had  made? — A.  As  1  stated,  we  had  cx>ntracts  on  stove 
gasoline,  two  or  three  of  them,  in  Newark,  at  a  time  gasoline  advanced,  and 
the  advance  did  not  apnly  to  these  dealers  until  the  contract  expired.  That  made 
two  different  prices  at  r^ewark  on  stove  gasoline  at  that  time. 

Q.  You  would  not  be  likely,  then,  you  think,  to  have  contracts  with  different 
deuers  in  the  same  place,  covering  the  same  time,  under  which  the  same  grade 
of  oil  would  be  sold  at  different  prices? — A.  There  might  be  an  exceptional  case 
of  that  kind. 

Q.  The  different  prices  being  granted,  as  you  have  suggested,  in  consideration 
of  the  buyers  purcnasing  their  entire  supply  of  you  ? — ^A.  Yes. 

(^.  Do  you  recollect  special  instances,  for  example,  of  instructions  to  sell  Capitol 
cyhnder  oil  to  these  different  i>arties,  Mr.  Lin^tfelter  and  the  Newark  Water 
Works,  at  32  and  81  ? — ^A.  I  do  not  remember.  These  contracts  on  lubricating  oil 
are  largely  conditioned  upon  the  quantity  of  oil  purchased  by  the  consumer  and 
the  expense  of  delivering.* 

3.  Some  slight  variation  on  that  account  made  from  time  to  time? — A.  Yes. 
.  (By  Mr.  Smyth.)  Such  a  variation  as  that  might  arise  in  any  business, 
might  it  not? — ^A.  Certainly. 

Q.  ^y  Mr.  Clark.)  That,  you  say,  is  confined  to  lubricating  oil?— A.  These 
are  luoncating  prices. 

Q.  (By  Mr.  jenks.)  The  variations  in  prices,  I  understand  you  to  say,  are 
much  less  than  1  cent  a  gallon? — ^A.  On  illuminating  oil,  I  do  not  recall  any  case 
where  it  is  more  than  a  naif  cent. 

WATCHING    rivals'  BUSINESS. 

<j.  Beference  was  made  by  Mr.  Clark,^  and  reference  has  also  been  made  by 
other  witnesses,^  to  the  way  in  which  the  Standard  Oil  0>mpany  has  secured 
information  regarding  the  business  of  its  rivals.  You  yourself  have  referred  to 
it;  it  is  your  custom  to  have  reports  from  your  different  agents? — A.  We  ask  our 
salesmen  and  our  agents  to  keep  their  eyes  open  and  keep  us  informed  of  the 
situation  in  their  respective  fields.  We  ask  our  agents,  as  they  visit  the  trade,  to 
make  rei>orts  to  us  of  whom  the  different  paities  are  buying;  principally  to  know 
whether  our  agents  are  attending  to  their  ousiness  or  not.  If  they  are  letting  too 
much  business  get  away  from  them,  it  looks  as  if  they  were  not  attending  to  their 
business.    They  get  it  from  what  they  see  as  they  go  around  selling  goods. 

Q.  (By  Mr.  Jenks.)  Where  competition  is  fierce  do  you  engage  anyone  to 
foUow  the  comx>etitor's  wagon  about  to  find  out  what  prices  he  sells  at  and  to 
whom  he  sells?** — ^A.  No,  sir;  I  do  not  recall  any  case  of  that  kind. 

(^.  Have  you  yourself  secured  reports,  or  has  there  been  any  case  that  you  know 
of  in  which  reports  of  rivals'  business  have  been  secured  from  employees  of  those 
rivals?*— A.  No,  sir;  never. 

Q.  You  instruct  your  local  agents,  I  infer  from  what  you  state  here,  as  to  the 
prices  at  which  they  are  to  sell  lubricating  oil  to  different  dealers? — A.  The  prices 
they  are  to  receive  represent  either  an  arrangement  or  contract  made  with 
the  different  firms  for  oil  at  certain  periods  at  these  prices,  and  the  arrangement 
is  made  with  the  understanding  that  we  are  to  have  the  entire  business  for  a 
certain  i)eriod,  possibly  a  year. 

Q.  (By  Mr.  Smyth.  )  Have  you  not  under  these  contracts  reduced  the  price  dur- 
in((  the  year  when  you  had  a  contract,  say  32  cents  for  Capitol  cylinder  oil — ^have 
you  not  voluntarily  reduced  the  price  one-half  cent? — ^A.  Notwithstanding  the 
contract,  we  may  have  done  that  on  a  declining  market. 

(j.  (By  Mr.  Jenks.)  In  the  selling  of  lubricating  oils  to  railroads,  do  you,  in 
in  the  same  way,  instruct  your  agents  as  to  the  prices  they  are  to  charge?— A.  I 
do  not  have  anything  to  do  with  railroad  oils;  they  are  handled  by  our  people  in 
develaad. 

Q.  You  have  no  knowledge  on  that  subject  at  all? — ^A.  I  have  no  knowledge  on 
that  subject. 


1  See  pp.  339, 608.  >  See  pp.  313, 31d,  366,  368.  «  See  pp.  316,  356. 

»  See  pp.  '.n%  .136.  341.  «  See  pp.  313,  841. 
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Q,  (By  Mr.  Phillips.)  Is  it  your  costom  to  put  down  oil  in  one  locality,  where 
there  is  competition,  as  a  role?  Do  you  make  that  a  mle? — A.  No,  sir;  we  never 
do  it  unless  the  competitor  makes  the  cut  in  price  first  and  forces  os  to  it.  When 
the  competitor  ma^s  a  cat  in  prices  we  do  not  hesitate  to  meet  the  price  to  hold 
onr  business. 

Q.  You  do  not  take  the  lead  in  the  State  of  Ohio,  under  vour  jurisdiction,  then, 
in  cutting  prices  when  there  is  an  independent  refinery  that  ships  oil  into  that 
locality? — A.  No^  sir;  we  do  not.* 

Q.  (By  Mr.  Ratchford.  )  In  what  capacity  are  you  serving  the  Standard  Oil 
Gomi>any  now? — A.  I  have  charge  of  a  marketing  aepartment  of  the  company. 

S.  For  tibe  State  of  Ohio?— A.  The  central  and  southern  portions  of  Ohio. 
.  You  have  presented  a  dozen  or  more  af&davits  from  the  sentlemen  whose 
names  are  signed.    Are  all  those  gentlemen  employees  of  the  Standard  Oil 
Company  ?— A.  Not  all  of  them;  probably  three-fourths. 

8.  Have  the  affidavits  come  to  you  voluntarily  from  these  men  ?— A.  Yes. 
.  Without  any  solicitation  ?— A.  Simply  upon  being  shown  the  testimony  and 
being  asked  if  correct,  and  whether  they  desired  to  make  affidavit.    It  has  all  been 
voluntary  on  their  part. 

Q.  I  see  the  affidavits  you  have  read  are  similar  both  in  language  and  aimear- 
ance.  Were  they  gotten  up  in  your  office  or  some  office  of  the  Standard  Oil  Com- 
pany and  sent  to  tne  employees?— A.  Some  of  these  affidavits— not  all  of  them, 
but  a  number  of  them,  were  gotten  up  in  my  office,  covering  the  points  of  Clark's 
testimony,  and  were  then  submitted  to  the  person  concerned,  and  he  was  asked 
whether  the  facts  contained  in  the  affidavit  were  true,  and  if  they  were,  whether 
he  was  willing  to  sign  it. 

Q.  (By  Mr.  Smyth.)  I  suppose  that  was  largely  a  matter  of  convenience ?— A. 
Yes. 

Q.  (By  Mr.  Batchford.)  Were  there  any  affidavits  asked  from  employees  who 
refused  to  give  them  ? — A.  No. 

Q.  They  gave  an  affidavit  in  every  case  ? — A.  Yes,  sir;  every  one. 

(Testimony  closed.) 


Washington,  D.  C,  S^tember  8,  2899. 
TBSTIKOirY  OF  MR.  JOHV  D.  AECHBOLD. 

At  a  meeting  of  the  United  States  Industrial  (Commission,  held  in  Washiii&:ton, 
D.  C. ,  September  8, 1899,  Vice  Chairman  Phillips  presiding,  Mr.  John  D.  Archbold. 
after  beiuff  duly  sworn,  testified  on  the  subject  of  trusts,  as  follows: 

Q.  (By  Mr.  Jenks.)  Will  you  kindly  give  your  name  and  address  to  the  stenog- 
rapher?— ^A.  John  D.  Archbold,  New  York  City. 

Q.  What  is  your  relation  with  the  Standard  Oil  Ck)mpany? — A.  I  am  vice-presi- 
dent of  the  Standard  Oil  Company  of  New  York. 

Q.  How  long  have  you  been  connected  with  the  Standard  Oil  Company?— 
A.  Since  1875. 

Q.  Have  you,  in  anticipation  of  this  examination,  prepared  any  special  state- 
ment for  the  use  of  the  commission?— A.  I  have. 

Q.  I  shall  be  glad  if  you  will  give  that  first,  and  then  we  will  question  after- 
wards.— A.  The  generid  statement  in  answer  to  specific  inquiries  is  not  quite 
ready,  and  that  will  be  furnished  you  within  a  few  days. 

8.  You  mean  in  answer  to  the  general  schedule?— A.  Yes. 
.  (By  Mr.  Smtth.)  I  think  it  would  be  well  to  ask  Mr.  Archbold  just  at  this 
stage  to  give  us  some  detailed  account  of  the  organization  of  the  Standard  Oil 
Company — ^its  different  departments.  We  do  not  want  the  names  of  the  indi- 
viduals, but  your  transportation  department— how  is  it  managed?— A,  That  will 
all  be  furnished— all  a  part  of  the  statement  just  in  course  of  preparation. 

9.  (By  Mr.  Jenks.)  you  will  give  a  general  statement  in  your  own  way  of  the 
points  you  care  to  bring  out. 

The  Witness.  It  would  be  a  matter  of  preference  to  me,  and  I  think  it  would 
make  what  I  have  to  say  more  intelligible  to  you  all.  if  I  might  first  be  allowed 
to  answer  the  criticisms  of  the  witnesses  wno  have  appeared,  and  so  let  my 
answers  lead  up  to  a  short  general  statement  which  I  might  make  at  the  last. 
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The  Chairman.  Oertainly. 
The  WiTNBSS.  Shall  I  proceed? 
The  Chairman.  Yes. 

J.   W.   LBS  THE  HEAD  OF  A  TRUST. 

The  Witness.  I  answer  first  the  testimony  of  Mr.  J.  W.  Lee  of  Pittsburg.  It 
is  rather  remarkable,  gentlemen,  that  the  first  witness  to  appear  before  you  as  a 
8x>ecial  critic  of  our  business  on  the  ground  of  its  being  a  trust,  should,  at  the 
outset,  have  acknowledged  himself  to  oe  not  only  a  member  of,  but  the  reieJ  head 
of  a  trust.  This  Mr.  hSe  sx>ecifically  does  acknowledge,'  and  I  may  say  for  your 
information,  that  Mr.  Lee  and  his  associates  have  gone  a  step  further  than  any 
other  company  that  I  know  of,  in  that  they  have  bound  themselves  together,  not 
only  by  the  ordinary  trust  ties,  but  in  a  voting  trust,  made  up  of  a  majority  of 
the  stock  of  their  principal  companies,  with  a  view  to  perpetuAting  their  faction 
in  power  indefinitely,  and  practically  disfranchising  the  minority.  I  make  this 
statement,  gentlemen,  not  as  a  criticism,  but  as  rather  a  striking  evidence  of  the 
irresistible  tendency  toward  combination. 

voting  trust  contract  op  THE  UNITED  STATES  PIPE  LINE  COMPANY. 

I  hand  you  a  copv  of  the  voting  trust  of  the  United  States  Pipe  Line.  The 
original  trustee  unaer  it  was  a  Mr.  Wood,  who  has  since  died.  He  has  been  suc- 
ceeded, under  this  voting  trust,  by  three  trustees,  viz,  Thomas  W.  Phillips,  L. 
j^ery,  jr.,  and  Hugh  King. 

Agreement  made  April  ^,  1893,  is  as  follows: 

**  Whereas  each  of  the  undersig^ned  is  a  subscriber  to  the  capital  stock  of  the 
United  States  Pipe  Line  Company,  and  is  now  a  stockholder  thereof,  and  each  is 
interested  pecumarily  in  the  oil  business  either  as  refiner,  producer  of  crude, 
exx>orter,  owner  of  terminal  facilities  at  or  near  tidewater,  or  dealers  in  petro- 
leum and  its  products  for  domestic  consumption; 

"And  whereas  we  have  each  of  us  entered  into  thd  organization  of  the  said 
United  States  Pipe  Line  Company  for  the  purposes  expressed  in  its  charter,  and 
with  the  further  intent  and  purpose  to  secure  and  furnish  to  each  of  us  an  inde- 
pendent outlet  for  our  products,  both  crude  and  refined,  not  controlled  or  influ- 
enced by  others  hostile  to  our  respective  business  interests,  and  to  secure  cheaper 
and  better  transportation  facilities  and  avaUable  markets  for  our  respective 
products; 

"And  whereas,  to  that  end,  the  owners  of  several  oil  refineries  located  in  the 
interior  and  at  the  seaboard,  in  which  said  refineries  some  of  the  undersigned  are 
owners  in  whole  or  in  part,  have  by  agreements  based  upon  lav^ful  and  sufficient 
considerations  entered  into  contracts  to  furnish  to  the  said  United  States  Pipe 
Line  Comjmny  the  product  of  said  refineries  for  transportation,  and  said  company 
has  also  contracts  lor  crude  oil  for  transportation  from  the  wells,  and  for  furnish- 
ing terminal  and  export  facilities  at  tidewater,  as  by  said  contracts  and  agree- 
ments will  fully  appear; 

"Now,  therefore,  in  consideration  of  the  premises  and  of  good,  lawful, and 
sufficient  pecuniary  and  other  considerations  mutually  and  severally  received, 
and  in  order  to  secure  the  successful  completion  of  the  oil-pipe  lines  projected 
and  now  being  laid  by  the  said  United  States  Pipe  Line  Companv,  witn  storage 
tanks,  terminal,  transportation  and  export  facilities,  and  to  each  of  us  in  his  busi- 
ness, the  benefits  of  the  several  contracts,  agreements,  plans  of  operation,  secured 
or  beiujp^  negotiated,  made  or  in  contemplation,  and  to  keep  the  control  of  the 
stock  of  the  United  States  Pipe  Line  Comi)any  in  hands  friendly  to  the  interests 
of  the  undersigned  as  aforesaid,  we  the  undersigned  do  bind  ourselves,  each  for 
himself,  severally  and  not  jointly,  and  each  to  the  others  jointly,  to  the  foUowing 
stipulations,  covenants  and  agreements,  each  in  the  sum  of  one  hundred  (100) 
dollars  for  each  share  of  stock  now  held  by  each  subscriber,  the  amount  of  which 
is  by  him  now  placed  opposite  his  signature  hereto,  to  wit: 

"1.  We  and  each  of  us  ag^e,  in  manner  aforesaid,  that  all  of  our  interests  as 
subscribers  to  the  capital  stock  of  the  United  States  I^pe  Line  Comjiany,  and  our 
rights  under  our  respective  contracts  of  subscription,  and  all  of  our  stock  as 
soon  as  paid  up,  the  certificates  therefor  and  the  receipts  for  the  installments 
X>aid,  be  vested  in  and  issued  to  A.  D.  Wood,  trustee,  whcrshall  hold  the  same  for 
each  of  us  proportionately  in  trust  for  the  term  of  five  years  from  the  first  day 
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of  April,  1^9o,  at  which  clat«,  unle88  thiH  ai^ret'uiont  should  be  extended  fui  a  far- 
ther term,  said  trustee  shall  assign  and  transfer  to  each  of  ns  the  stock  and  cer- 
tificates so  held,  unless  sooner  terminated  by  a  vote  of  three-quarters  of  the  stock 
so  held  in  trust. 

**  2.  We  further  agree  and  bind  ourselves  that  each  of  us,  not  more  than  30  days 
prior  to  each  regular  annual  meeting  of  stockholders,  or  before  any  lawfully  caDed 
special  meeting  thereof,  will  make  and  mail  or  deliver  to  said  trustee  a  -power  of 
attorney  or  proxy  to  vote  for  each  of  us  at  such  meeting  or  any  adjournments 
thereof,  and  m  case  said  trustee  shall  not  receive  said  power  of  attorney  or  proxy, 
in  time  for  use  at  the  same,  each  hereby  constitutes  the  said  A.  D.  Wood  attorney 
in  fact  to  make  and  sign  said  proxy  or  {tower  of  attorney  in  our  names  for  each  of 
us,  empowering  him,  tne  said  trustee,  to  vote  at  said  meeting  or  meetings  for  each. 

**  3.  It  is  furuier  agreed  that  upon  request  in  writing  of  any  of  the  undersigned 
to  said  trustee,  that  he  as  the  equitable  owner  of  said  stock  or  interest  in  capital, 
desires  to  pledge  the  same  for  a  loan  of  money  to  the  said  equitable  owner,  the 
said  trustee  shall,  within  48  hours  after  receiving  notice  of  the  name  and  location 
of  the  lender  of  said  money,  acquaint  a  majority  of  the  board  of  directors  of  said 
request  and  of  the  name  and  address  of  said  proposed  lender,  and  shall  within 
thirty  (80)  days  thereafter  either  lend  or  fumisn  1k)  the  said  applicant  an  equal 
amount  of  money,  upon  the  same  time,  at  the  same  rate  of  mterest,  upon  the 
securltvof  said  stock  or  interest  in  capital,  or  else  shall  in  proper  legal  form  assi^ 
or  pledge  the  said  stock  or  part  thereof,  to  the  lender  designated  by  the  said 
equitable  owner  of  said  stock. 

**  4.  It  is  further  agreed  that  no  sales  of  stock  so  held  in  trust  shall  be  made  by 
the  equitable  owner  thereof  during  the  continuance  of  this  trust. 

''5.  In  the  event  of  the  death,  resignation,  or  disability  of  the  trustee  herein 
named,  his  successor  shall  be  appointed  by  the  vote  of  three-ouarters  in  interest  of 
the  signers  hereof.  The  said  successor,  when  appointed ,  shall  have  all  the  powers 
and  snail  perform  the  duties  of  the  trustee  herein  designated,  failing  to  do 
which,  he,  or  the  trustee  hereby  appointed,  may  be  removed  by  a  three-quarter 
vote  of  the  stock  in  interest  hereof. 

*'  In  the  event  of  suit  being  brought  to  enforce  this  agreement,  or  for  the  stipu- 
lated damages  for  breach  thereof,  tne  same  shall  be  in  the  name  of  the  said  trus- 
tee and  for  the  benefit  of  all  not  delinquent,  as  hereinbefore  provided. 

'*  The  said  trustee,  who  shall  be  a  stockholder  in  the  United  States  Pipe  Lone 
Company,  shall  not  be  held  liable,  personally,  except  for  gross  negligence  or  for 
the  violation  of  this  agreement  in  its  letter  or  spirit.  He  shall,  before  enteiing 
ux)on  his  duties,  accept  this  appointment  in  writing,  and  at  the  same  time  enter 
into  a  bond  or  obligation  of  five  thousand  (5  000)  dollars  that  he  will  faithfully 
discharge  his  duties  in  accordance  with  the  terms  and  spirit  of  this  contract. 

'*  It  is  further  understood  and  agreed  that  in  voting  said  stock  the  parties  hereto 
and  said  trustee  shall  vote  for  persons  as  directors,  interested  in  the  business  of 
refining,  producing,  and  exporting  oil,  as  herein  stated  and  as  near  as  may  for 
members  of  each  in  proportion  to  the  interest  of  each  class  of  capital. 

**  In  witness  whereof  the  said  parties  have  hereunto  set  their  hands  and  seals 
the  day  and  year  first  above  written. 

**I, ,  named  as  trustee  in  the  foregoing  instrument,  do  hereby 

accept  the  duties  of  the  trust,  and  bind  myself  to  perform  the  same  in  accordance 
with  law  and  the  letter  and  spirit  of  said  agreement,  in  the  sum  of  five  thousand 
(5,000)  dollars,  to  be  paid  upon  breach  hereof. 

*' .  [L.8.] 

*»  April ,  1893." 

VOTING  TRUST  AGREEMENT  OF  THE  PURE  OIL  COMPANY. 

I  present,  also,  as  being,  x)erhaps,  more  easily  understood,  a  printed  copy  of  the 
trust  apfreement  in  full,  tne  voting  trust  in  full,  of  the  Pure  Oil  Company'l^ 

''  This  a^eement,  made  and  entered  into  by  the  Pure  Oil  Oompany,  a  corpora- 
tion organized  and  existing  under  the  laws  of  the  State  of  New  Jersey ;  David 

1 A  later  modified  form  of  this  trust  agreement,  involving  many  verbal  changes 
and  some  important  ones,  is  furnished  to  the  commission  by  Mr.  J.  W.  Lee.  It  is 
as  follows: 

This  agreement,  made  and  entered  into  by  the  Pure  Oil  Company,  a  corpora- 
tion organized  and  existing  under  the  laws  of  the  State  of  New  Jersey,  David 
Kirk,  Jerome  B.  Akin,  Marcus  L.  Lockwood,  Walter  A.  Dennison,  Chas.  H.  Dun- 
can, Theodore  B.  Westgate,  Wm.  L.  Curtis,  James  W.  Lee,  and  David  Kirk, 
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Kirk,  Jerome  B.  Akin,  Marcns  L.  Lockwood,  Walter  A.  Dennison,  Charles  H. 
Dimcan,  Theodore  B.  Westgate,  Wm.  L.  Cnrtis,  James  W.  Lee,  and  David  Kirk, 
trustee  for  the  McCalmont  Oil  Company,  severally  subscribers  to  and  owners  of 
the  capital  stock  of  the  said  Pure  Oil  Company;  and  Thomas  W.  Phillips,  Lewis 
Emery,  jr.,  Buf US  Scott,  Clarence  Walker.  Louis  Walz,  James  W.  Lee.  David 
Kirk,  Marcns  L.  Lockwood,  Jerome  B.  Akin,  Charles  H.  Duncan,  Hugh  King, 
Michael  Murphy ,  Adolphus  A.  Hoch,  Ferdinand  Beiber,  and  Walter  A.  DtBnnison, 
parties  mutually  agreed  ux>on  to  exercise  the  trusts  created  hereunder. 

'  *  Witnesseth .  That  whereas ,  the  said  Pure  Oil  Company  is  formed  for  the  purpose 
of  engiu^n^  in  directly  and  of  aiding  other  companies  and  parties  engaged  in 
the  prodnction,  transi)ortation,  storage,  manufacture  and  sale  of  crude  petroleum 
and  its  products,  and  in  any  business  incident  thereto,  and  it  is  desired  to  enlist 
therein  the  co-operation  of  other  parties,  and  to  procure  capital  to  be  invested  in 
the  shares  of  its  capital  stock,  and  in  such  other  ways  as  may  be  desirable,  which 
investments  are  to  be  solicited  from  parties  not  now  interested  in  the  comi>any; 
and  'whereas,  it  is  advisable,  equitable,  essential,  and  intended  for  the  safety 
and  advantage  of  all  interests  that  the  control  of  the  said  Pure  Oil  Company 


trustees  for  the  McCalmont  Oil  Company,  and  Thomas  W.  Phillips,  Lewis  Emery, 

S.,  Rufus  Scott,  Clarence  Walker,  Lewis  Walz,  James  W.  Lde,  David  KirK, 
arcus  L.  Lockwood,  Jerome  B.  Akin,  Charles  H.  Duncan,  Hugh  King,  Michael 
Murphy,  Adolphus  Hoch,  Ferdinand  Beiber,  and  Walter  A.  Dennison,  parties 
mutually  agreed  upon  to  exercise  the  trusts  created  hereunder: 

Witnesseth,  that  whereas  the  said  Pure  Oil  Company  is  formed  for  the  purpose 
of  engaging  in,  directly,  and  of  aiding  other  comi>anie6  and  parties  engaged  in 
the  production,  transportation,  storage,  manufacture  and  sale  of  crude  petroleum 
and  its  products,  and  in  any  business  incident  thereto:  and  it  is  desired  to  enlist 
therein  the  cooperation  of  other  parties,  and  to  procure  capital  to  be  invested  in 
the  shares  of  its  capital  stock,  ana  in  such  other  ways  as  may  be  desirable,  which 
investments  are  to  be  solicited  from  parties  not  now  interested  in  the  company, 
and. 

Whereas  it  is  advisable,  equitable,  essential,  and  intended  for  the  safety  and 
advantage  of  all  interests  that  the  control  of  the  said  Pure  Oil  Company  shall  be 
so  created  as  to  prevent  and  render  impossible  at  all  times  the  diversion  of  its 
resources  and  business  from  their  intended  use  and  course,  in  opposition  to 
naonopoly  in  the  business,  and  to  protect  and  maintain  what  are  known  as  ''  the 
indei)endent  interests"  in  the  petroleum  industry,  and  to  maintain  the  policy 
agreed  on  for  conducting  the  business  of  the  company,  created  by  mutual  agree- 
ment of  shareholders  or  oy  operation  of  law; 

Therefore  the  said  parties  hereto,  in  consideration  of  the  sum  of  one  dollar  by 
each,  to  each  of  the  others  paid,  the  receipt  of  which  is  hereby  acknowledged  by 
each,  and  in  further  consideration  of  the  mutual  benefits  received,  to  be  received, 
or  exx>ected  from  the  agreements,  covenants,  and  trusts  hereinafter  contained, 
and  from  the  undertakings  and  business  to  be  promoted,  do  hereby  agree  and 
consent  to  the  various  acts  and  things  hereinafter  set  forth;  provided,  however, 
that  no  party  hereto  shall  be  bound  to  do  any  act  or  thin^  or  be  responsible  for 
the  results  or  consequences  of  any  act  or  thing  done  or  omitted  to  be  done,  except 
so  far  as  relates  to  such  act  or  things  as  he  himself  expressly  undertakes  to  do 
and  perform;  and  do  further  agree  as  follows: 

First.  The  capital  stock  of  tne  Pure  Oil  Company  as  authorized  in  its  certifi- 
cate of  organization,  is  to  be  one  million  ($1,000,000)  dollars,  represented  by  two 
hundred  thousand  (200,000)  shares,  of  the  legal  par  value  of  five  (15.00)  dollars 
each,  divided  into  classes,  and  to  be  issued,  held  and  transferred,  subject  and 
according  to  law  and  the  by-laws,  rules  and  regulations  adopted  and  approved 
by  all  the  shareholders  of  the  company,  a  copy  of  which  is  hereto  attached  and 
referred  to. 

Second.  The  said  David  Kirk,  Jerome  B.  Akin,  Marcus  L.  Lockwood,  Walter 
A.  Dennison,  Chas.  H.  Duncan,  Theodore  B.  Westgate,  Wm.  L.  Curtis,  James  W. 
Lee,  and  David  Kirk,  trustee  for  the  McCalmont  Oil  Company,  are  the  owners  of  all 
the  shares  of  the  capital  stock  now  subscribed,  amounting  to  three  thousand  (3,000) 
shares,  of  which  they  hereby  transfer  to  the  said  Thomas  W.  Phillips,  Lewis  Emery, 

i'r. ,  Buf  us  Scott,  Clarence  Walker,  Louis  Walz,  James  W.  Lee,  David  Kirk,  Marcus 
J.  Lockwood,  Jerome  P.  Akin,  Chas.  H.  Duncan,  Hugh  King,  Michael  Murphy, 
Adolphus  A.  Hoch,  Ferdinand  Beiber,  and  Walter  A.  D^mison,  sixteen  hundred 
(1,600)  shares,  being  more  than  a  majority  of  the  shares  of  the  company  now  sub- 
scribed, and  agree  that  one-half  of  all  the  shares  hereafter  subscribed  and  issued 
shall  be  transferred  in  like  manner  to  the  said  parties  and  their  associate  trustees, 
as  any  may  be  appointed,  to  be  by  them  held  in  trust,  for  20  years  from  orgauiza- 


510  HEABING8  BEFORE  THE  INDUSTRIAL   COMMISSION. 


tion  of  shall  be  aecnred  permanently,  m  to  prevCTit  and  randsr  impoBBible  at  an 
times  the  diversion  of  its  resources  and  business  from  their  intended  useand  ooane, 
in  opposition  to  monopoly  in  the  business,  and  to  permanently  protect  and  mrnitMn 
what  are  known  as  the  ^  independent  interests '  in  the  petroleum  industry,  and  to 
maintain  the  policy  agreed  on  for  conducting  the  business  of  the  company  in  the 
interest  and  for  the  protection  of  aU  rights  m  the  conipany,  created  by  mutual 
agreement  of  shareholders,  or  by  operation  of  law ;  therefore  the  said  parties 
hereto,  in  consideration  of  the  sum  of  one  dollar  by  each  to  each  of  the  otherepaid, 
the  receipt  of  which  is  hereby  acknowledged  by  each,  and  in  further  consideratiiHi 
of  the  mutual  benefits  received,  to  be  received^  or  expected  from  the  agreements, 
covenants,  and  trusts  hereinafter  contained,  and  from  the  undertakings  and  busi- 


ness to  be  promoted,  do  hereby  agree  and  consent  to  the  various  acts  and  thinss 
hereinafter  set  forth;  provided,  however,  that  no  party  hereto  shall  be  bound  to  do 
any  act  or  thing,  or  be  responsible  for  the  results  or  consequences  of  any  act  or 
thin^  done  or  omitted  to  be  done,  except  so  far  as  relates  to  such  act  or  thing  as 
he  lumself  expressly  undertakes  to  do  and  perform;  and  do  further  agree  as 
follows: 
*'  First.  The  capital  stock  of  the  Pure  Oil  Company,  as  authorized  in  its  certafi- 


tion  of  the  comx>any ,  for  the  uses  and  purposes  herein  proposed,  and'  subject  to 
the  termp  and  conditions  as  follows: 

1.  The  equitable  ownership  of  the  trust  shares  and  all  interests  therein  shall  be 
subject  to  the  terms  of  this  trust  agreement.  Such  ownership  of  the  shares  or 
interests  therein  may  be  sold  at  the  will  of  the  holder,  but  no  sale,  transfer,  or 
conveyance  of  such  ownership  or  interests  shall  give  to  the  purchaser  any  rights 
other  than  are  provided  for  in  the  by-laws,  rules,  and  regulations  of  the  company, 
and  in  accordance  with  this  trust.  The  trustees  hereunder  shall  at  all  times  be 
recognized  as  the  legal  owners  and  holders  of  the  trust  shares,  to  carry  into  effect 
the  purposes  of  tins  trust,  and  all  equitable  owners  of  the  trust  shares  or  interests 
therein  shidl  specifically  agree  in  writing  to  the  terms  of  this  trust;  and  no  trans- 
fer of  any  such  shares  or  interests  shall  be  made,  or  be  effected,  if  made,  until  the 
transferee  of  any  such  equitable  ownership  or  interest  shall  have  agreed  in  writ- 
ing to  receive  and  hold  the  same  subject  to  the  provisions  of  this  trust. 

2.  At  all  meetings  of  the  company  for  the  election  of  directors,  or  for  any  other 
purposes,  to  cast  tiie  entire  number  of  votes  which,  as  holders  of  the  said  shares, 
they  would  be  entitled  to  cast. 

8.  Each  trustee  at  such  meetings  shall  be  entitled  to  cast  an  equal  number  of 
all  the  votes  which  all  of  the  trustees  would  be  entitled  to  cast  in  the  aggregate, 
if  present,  except  as  hereinafter  provided. 

4.  In  case  of  differences  of  opinion  amon^  the  trustees  present  at  an^  such 
meetings  as  to  how  such  votes  einall  be  cast  m  regard  to  any  matter  or  tmng  to 
be  voted  on,  they  shaU  be  cast  as  the  representatives  of  four-fifths  of  all  the 
shares  held  under  this  trust  may  direct  in  writing,  if  so  demanded  in  writing  by 
any  of  the  trustees. 

5.  Any  trustee  unable  to  attend  any  meeting  of  shareholders  and  to  x>er8ona]ly 
cast  the  votes  he  would  be  entitled  to  cast  if  present,  may  authorize  any  other 
trustee  to  cast  the  vote  which  he  would  be  entitled  to  cast  if  personally  present, 
which  authority  shall  be  in  writing,  approved  by  three-fifths  of  the  trustees  other 
than  himself. 

6.  When  none  of  the  trustees  can  be  present  at  any  meeting  of  the  stockholders, 
legally  held,  they  may  be  represented  m  proxy  by  an  attorney  appointed  in  writ- 
ing, executed  by  three-fifths  of  the  trustees. 

7.  The  trustees  may  exercise  such  consent  in  writinff  as  in  their  opinion  it  may 
be  right  and  proper  for  them  to  do  in  the  interests  of  the  Pure  Oil  Company,  and 
of  the  owners  of  the  shares  held  by  them  in  trust;  provided  that  no  such  consents 
shall  be  executed  against  the  objection  of  the  equi^ble  owners  of  10  per  cent  of 
the  shares  held  by  them  in  trust,  unless  after  the  question  of  executing  such  con- 
sent shall  have  been  submitted  in  person,  or  by  writing  proi)erly  addressed,  to  the 
several  equitable  owners  of  the  snares  held  in  trust,  and  approved  in  writing  by 
such  owners  of  three-fifths  of  such  shares. 

8.  The  number  of  trustees  may  be  increased  or  diminished  at  any  time,  and  one- 
third  of  the  trustees  shall  retire  each  year  and  their  successors  in  me  trust  elected 
at  each  annual  meeting  of  the  company.  Those  of  the  trustees  whose  names  first 
occur  in  aJphabetical  order  shall  retire  at  the  next  annual  meeting,  and  so  on,  and 
their  successors  shall  be  elected  in  the  same  manner  as  directors  are  elected,  but 
nothing  herein  shall  render  any  trustee  ineligible  to  reelection.  Any  trustee  may 
be  removed,  without  assignment  of  cause  or  reason  therefor,  by  three-fifths  of  the 
trustees  and  the  written  consent  of  the  equitable  owners  of  three-fifths  of  the 
shares  held  in  trust  hereunder;  and  upon  such  removal,  or  on  the  filing  of  such 
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caie  of  orxanizatioii,  is  to  be  one  million  ($1,000,000)  dollars,  represented  by  two 
hundred  tiionsand  (200,000)  shares  of  the  legal  oar  value  of  five  ($5.00)  dollars 
each,  divided  into  classes,  and  to  be  issued,  hela,  and  transferred,  subject  and 
according  to  law  and  the  by-laws,  rules,  and  regulations  adopted  and  approved 
by  all  the  shareholders  of  the  company,  a  copy  of  which  is  hereto  attached  and 
referred  to. 

''Second.  The  said  David  Kirk,  Jerome  B.  Akin,  Marcus  L.  Lockwood,  Walter 
A.  Dennison,  Chas.  H.  Duncan,  Theodore  B.  Westage,  William  L.  Curtis,  James 
W.  Lee,  and  David  Kirk,  trustee  of  the  McCalmont  Oil  Ck)mpany,  are  the  owners 
of  all  the  shares  of  the  capital  stock  now  subscribed,  amounting  to  three  thousand 
(3,000)  shares,  of  which  they  hereby  transfer  to  the  said  Thomas  W.  Phillips, 
Lewis  Emery,  jr.,  Rufus  Scott,  Clarence  Walker,  Louis  Walz,  James  W.  Lee, 
David  Kirk,  Marcus  L.  Lockwood,  Jerome  B.  Akin,  Charles  H.  Duncan,  Hugh 
King,  Michael  Murphy,  Adolphus  A.  Hoch,  Ferdinand  Beiber,  and  Walter  A. 
Dennison  sixteen  hundred  (1,600)  shares,  being  more  than  a  majority  of  the  shares 
of  the  company  now  subscribed,  and  agree  that  one-half  of  aU  the  shares  hereafter 
subscribed  ana  issued  shall  be  transferred  in  like  manner  to  the  said  parties  and 
their  associate  trustees,  as  any  may  be  appelated,  to  be  by  them  held  m  trust  for 

written  consent  with  the  secretary  of  the  company,  and  on  the  notice  in  writing 
delivered  to  the  party  so  removed,  or  sent  by  registered  letter  to  his  proper  address, 
the  rights,  duties  and  obligations  of  such  i>arty  as  trustee  shall  immediately  cease. 

9.  m  case  of  the  death,  resignation,  or  removal  of  any  of  the  trustees,  the  trust 
shall  be  exercised  by  the  remaining  trustees  until  the  vacancy  be  filled  by  the 
ajypointaient  of  new  trustees  for  that  purpose,  on  the  nomination  of  the  equitable 
owners  of  a  majority  of  the  shares  previously  represented  by  the  trustee  whose 
place  is  vacated,  with  the  consent  in  writing  of  the  equitable  owners  of  three-fifths 
of  "^e  shares  held  under  this  trust  and  the  approval  of  three-fifths  of  the  trustees. 

10.  No  trustee  has  any  such  beneficial  interest  in  this  trust  personallv  as  to 
entitle  him  to  maintain  any  action  at  law  or  in  equity  to  enjoin,  delay,  hinder, 
or  prevent  his  removal  from  the  trusteeship,  or  to  recover  any  damages  on  account 
thereof  from  the  company  or  the  trustees,  or  from  the  individual  stockholders  by 
whose  action  he  mav  nave  been  removed. 

11.  The  trustees  snail  appoint  a  chairman  and  secretary,  who  shall  hold  these 
offices  for  one  year,  and  xmtil  their  successors  shall  be  qualified;  and  shall  keep 
regular  accounts,  showing  the  ownership  and  residences  of  the  various  equitable 
owners  of  the  shares  held  by  them  in  trust;  and  shall  execute  and  deliver  to  such 
several  owners  certificates  in  due  form,  approved  by  the  directors  of  the  comi>any , 
evidencing  the  number  of  shares  held  by  them  in  trust  for  each  of  the  several 
owners;  and  shall  make  such  transfers  of  any  of  the  shares  as  they  may  be  requested 
to  do  by  such  several  owners,  on  the  surrender  of  such  certificates  representing 
such  shares,  properly  indorsed,  assigning  for  transfer,  subject  to  the  terms  of  this 
trust,  any  of  the  shares  thereby  represented,  in  the  manner  prescribed  for  making 
such  transfers. 

12.  The  trustees  shall  immediately  advise  the  company  by  writine ,  addressed  to 
the  secretary,  of  any  transfer  of  ownership  of  any  of  the  shares  held  by  them; 
and  shall,  on  written  request  of  the  treasurer  of  the  company,  certify  to  him  the 
names  and  residences  or  all  equitable  owners  of  shares  held  bv  them  in  trust;  and 
shall  sign  warrants  for  the  payment  to  such  owners,  severally,  of  any  dividends 
to  which  thev  may  be  entitled  to  on  the  shares  so  held  in  trust. 

Third.  This  agreement  may  be  changed  at  any  time  only  with  the  consent  in 
writing  of  the  Ftoe  Oil  Company,  three-fifths  of  the  persons  acting  at  the  time  as 
trustees  hereunder,  and  of  the  equitable  owners  of  three-fifths  of  the  shares  held 
in  trust  hereunder. 

Fourth.  This  agreement  may  be  canceled,  and  the  trust  hereby  created  dis- 
solved, only  by  the  winding  up  of  the  Pure  Oil  Company,  or  by  the  consent  in 
writing,  duly  executed,  of  the  equitable  oi^ners  of  three-nfths  of  the  shares  held 
in  trust  hereunder  and  of  three-fifths  of  all  the  other  shares  of  the  company,  after 
providing  in  full  for  the  redemption  or  purchase  at  one  hundred  and  ten  dollars 
per  share,  in  cash,  of  all  the  preferred  shares  of  the  company  at  the  time  out- 
standing. 

Fifth.  The  said  Thomas  W.  Phillips,  Lewis  Emery,  jr.,  Rufus  Scott,  Clarence 
Walker,  Louis  WaJz,  James  W.  Lee,  David  Kirk,  Marcus  L.  Lockwood,  Jerome 
B.  Akin,  Chas.  H.  Duncan,  Hugh  King;,  Michael  Murphy,  Adolphus  A.  Hoch, 
Ferdinand  Reiber,  and  Walter  A.  Dennison  hereby  accept  the  trust  herein  con- 
ferred and  imi>osed  on  them. 

In  vritness  whereof  the  parties  hereto  have  severally  signed  this  agreement  as 
of  the day  of ,  A.  D.  189—. 
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the  ases  and  parposes  herein  proposed,  and  subject  to  the  terms  and  conditioiiB  as 
follows : 

'  *  1 .  The  eqnitable  ownership  of  the  trust  shares  and  all  interests  therein  shall  be 
subject  to  tne  terms  of  this  trust  agreement:  such  ownership  of  the  shares  or 
interests  therein  may  be  sold  at  the  will  of  the  holder,  but  no  sale,  transfer,  or 
conveyance  of  such  ownership  or  interests  shall  give  to  the  purchaser  any  ligbtB 
other  than  are  provided  for  in  the  by-laws,  rules,  and  regulations  of  the  company, 
and  in  accordance  with  this  trust.  The  trustees  hereunder  shall  at  all  times  be 
recognized  as  the  legal  owners  and  holders  of  the  trust  shares  to  carry  into  ^ect 
the  purposes  of  this  trust,  and  all  equitable  owners  of  the  trust  shares  or  interests 
therein  shall  specifically  agree  in  writing  to  the  terms  of  this  trust;  and  no  trans- 
fer of  any  such  shares  or  interest  shall  be  made,  or  be  effective  if  made,  until  the 
transferee  of  such  equitable  ownership  or  interest  shsJl  have  agreed  in  writmg 
to  receive  and  hold  the  same  subject  to  the  provisions  of  this  trust. 

'*2.  At  all  meetings  of  the  companv  for  the  election  of  directors,  or  for  any 
other  purpose,  to  cast  the  entire  number  of  votes  which,  as  holders  of  tiie  said 
shares,  they  would  be  entitled  to  cast. 

**  8.  Each  trustee  at  such  meetings  shall  be  entitled  to  cast  an  equal  number 
of  all  the  votes  which  all  of  the  trustees  would  be  entitled  to  cast  in  the  aggre- 
gate, if  present,  except  as  hereinafter  provided. 

**  4.  In  case  of  differences  of  opinion  among  the  trustees  present  at  any  such 
meetings  as  to  how  such  votes  shall  be  cast  in  regard  to  any  matter  or  thing  to  be 
voted  on,  they  shall  be  cast  as  the  representatives  of  four-fifths  of  all  the  shares 
held  under  this  trust  may  direct  in  writing,  if  so  demanded  in  writing  by  any  of 
the  trustees. 

'*  5.  Any  trustee  unable  to  attend  any  meeting  of  shareholders  and  to  peraon- 
ally  cast  the  votes  he  would  be  entitled  to  cast  if  present,  may  authorize  any 
other  trustee  to  cast  the  vote  which  he  would  be  entitled  to  cast  if  personally  pres- 
ent, which  authority  shall  be  in  writing,  approved  by  three-fifths  of  the  trustees 
other  than  himself. 

''6.  When  none  of  the  trustees  can  be  present  at  any  meeting  of  the  stock- 
holders, legally  held,  they  may  be  represented  in  proxy  by  an  attorney  appointed 
in  writing,  executed  by  three-fifths  of  the  trustees. 

*'7.  The  trustees  may  execute  such  consents  in  writing  as  in  their  opinion 
it  may  be  right  and  proper  for  them  to  do  in  the  interest  of  the  Pure  Oil 
Ck)mpany  and  of  the  owners  of  the  shares  held  by  them  in  trust,  provided  that 
no  such  consents  shall  be  executed  against  the  objection  of  the  eqmtable  owners 
of  10  per  cent  of  the  shares  held  by  them  in  trust,  unless  after  the  question  of 
executing  such  consent  shall  have  been  submitted  in  person,  or  by  writing,  properly 
addressed  to  the  several  equitable  owners  of  the  shares  held  in  trust,  and  approved 
in  writing  by  such  owners  of  three-fifths  of  such  shares. 

^'8.  The  number  of  trustees  may  be  increased  or  diminished  at  any  time,  or 
any  trustee  may  be  removed,  without  assignment  of  cause  or  reason  therefor, 
by  three-fifths  of  the  trustees  and  the  written  consent  of  the  equitable  owners  of 
three-fifths  of  the  shares  held  in  trust  hereunder;  and  upon  such  removal,  or  on 
filing  of  such  written  consent  with  the  secretary  of  the  company,  and  on  notice 
in  writing  delivered  to  the  party  so  removed  or  sent  by  registered  letter  to  his 
proper  address,  the  rights,  duties,  and  obligations  of  such  party  as  trustee  shall 
immediately  cease. 

**9.  In  case  of  the  death,  resignation,  or  removal  of  any  of  the  trustees,  the 
trust  shall  be  exercised  by  the  remaining  trustees  until  the  vacancy  be  filled  by 
the  appointment  of  new  trustees  for  that  purpose,  on  the  nomination  of  the 
equitable  owners  of  a  majority  of  the  shares  previously  represented  bv  the  trus- 
tees whose  place  is  vacated,  with  the  consent,  in  writing,  or  the  equitaole  owners 
of  three-fiftns  of  the  shares  held  under  his  trust  and  the  approval  of  the  three- 
fifths  of  the  trustees. 

*'  10.  No  timstee  has  any  such  beneficial  interest  in  this  trust,  personally,  as  to 
entitle  him  to  maintain  any  action  at  law  or  in  equity  to  enjoin,  delay ,  ninder, 
or  prevent  his  removal  from  the  trusteeship,  or  to  recover  any  damages  on 
account  thereof  from  the  company  or  the  trustees,  or  from  the  individual  stock- 
holders by  whose  action  he  may  have  been  removed. 

'*  11.  The  trustees  shall  appoint  a  chairman  and  secretary,  and  shall  keep  regu- 
lar accounts  showing  the  ownership  and  residence  of  the  various  equitable 
owners  of  the  shares  held  by  them  in  trust,  and  shall  execute  and  deliver  to  such 
several  owners  certificates  in  due  foim,  approved  by  the  directors  of  thecomiiany, 
evidencing  the  number  of  shares  held  by  them  in  trust  for  each  of  such  several 
owners,  and  shall  make  such  transfers  of  any  of  the  shares  as  they  may  be 
requested  to  do  by  such  several  owners,  on  the  surrender  of  such  certificates 
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representing  such  shares,  properly  endorsed,  assigned  for  transfer  subject  to  the 
terxus  of  this  permanent  trast,  any  of  the  shares  thereby  represented  in  the  man- 
ner prescribed  for  making  such  transfer. 

'*  12.  The  trustees  shall  immediately  advise  the  company,  by  writing,  ad- 
dressed to  the  secretary,  of  any  transfer  of  ownership  of  any  of  the  shares  held 
by  them;  and  shall,  on  written  request  of  the  treasurer  of  the  company,  certify 
to  Mm  the  names  and  residences  of  all  equitable  owneraof  shares  held  by  them  in 
tmst;  and  shall  sign  warrants  for  the  payment  to  such  owners,  severally,  of  any 
dividends  to  which  they  may  be  entitled  on  the  shares  so  held  in  trust. 

*'  Third.  This  agreement  may  be  changed  at  any  time  only  with  the  consent,  in 
vpriting,  of  the  Pure  Oil  Company,  three-fifths  of  the  persons  at  the  time  acting  as 
trustees  hereunder,  and  of  the  equitable  owners  of  three-fifths  of  the  shares  held 
in  trust  hereunder. 

'  *  Fourth.  This  agreement  may  be  cancelled,  and  the  trust  hereby  created  dis- 
solved, only  by  the  winding  up  of  the  Pure  Oil  Company,  or  by  the  consent,  in 
writing,  duly  executed,  of  the  equitable  owners  of  four-fifths  of  the  shares  held  in 
trust  hereunder,  and  of  four-fifths  of  all  the  other  shares  of  the  company,  after 
providing  in  full  for  the  redemption  or  purchase,  at  one  hundred  and  ten  dollars 
per  share,  in  cash,  of  all  the  preferred  and  common  shares  of  the  companv  at  the 
time  outstanding. 

*'  Fifth.  The  said  Thomas  W.  Phillips,  Lewis  Emery,  jr.,  Rufus  Scott,  Clarence 
Walker,  Louis  Walz,  James  W.  Lee.  David  Eirk,  Marcus  L.  Lockwood,  Jerome 
B.  Akin,  Charles  H.  Duncan,  Hu^  King,  Michsiel  Murphy,  Adolphus  A.  Hoch, 
Ferdinand  Reiber,  and  Walter  A.  Dennison  hereby  accept  the  trust  herein  con- 
ferred and  imx)08ed  on  them. 

''  Li  witness  whereof  the  i>arties  hereto  have  severally  signed  this  ap^eement  as 
of  the  6th  day  of  November,  A.  D.  one  thousand  eight  hundred  and  mnety-five. 

"Pure  Oil  Company, 
'*  David  Eirk,  President. 
**  C.  H.  Duncan,  Treasurer. 

**  Incorporators :  David  Kirk,  Jerome  B.  Akin,  Marcus  L.  Lockwood.  Walter  A. 
Dennison,  C.  H.  Duncan,  Theodore  B.  Westgate,  James  W.  Lee,  David  Kirk, 
trustees  for  McCalmont  Oil  Company  ;  W.  L.  Curtis,  Thomas  W.  Phillips,  David 
Eork,  Marcus  L.  Lockwood,  Clarence  Walker,  James  W.  Lee. 

'•Trustees:  Walter  A.  Dennison,  Jerome  B.  Akin,  C.  H.  Duncan,  Adolphus  A. 
Hoch,  Ferd.  Reiber,  Louis  Walz,  Bufus  Scott,  Lewis  Emery,  jr.,  M.  Murphy,  H. 
King." 

DID  NOT  ISSUE  CIRCULARS  AGAINST  FR£E  PIPE  LINE  LAW. 

Mr.  Lee  charges  that  we  fought  the  passage  of  the  free  pipe  bill  in  the  Penn- 
sylvania legislature,  and  that  we  caused  ''  dodgers"  or  small  nandbills  to  be  cir- 
culated, saying  that  if  the  free  pipe  bill  became  a  law  the  orchards  would 
be  destroyed,  springs  polluted,  death  lurk  in  their  doorsills.^  I  want  to  deny 
this  in  ioto.  In  those  early  days  to  which  he  referred  we  were  in  favor  of  the 
passap^e  of  the  free  pipe  law  in  Pennsylvania.  We  ^eatly  desired  it.  We  were 
entenng  the  pipe-line  business,  fully  understanding  its  great  importance  to  the 
future  of  the  petroleum  trade,  and  it  is  not  likely  that  we  would  be  prejudiced 
by  any  such  action  as  Mr.  Lee  claims. 

Q.  (By  Representative  Livingston.)  You  deny  the  issuing  of  the  circular?— 
A.  I  deny  the  issuing  of  the  circular  in  toto.  I  never  heard  of  any  testimony  of 
that  kind. 

Q.  (By  Mr.  Smyth.)  Do  you  know  whether  such  circulars  were  issued? — A.  I 
do  not. 

Q.  If  you  did  not  issue  them,  who  did? — A.  I  do  not  know  that  they  were 
issued. 

EMPIRE  TRANSPORTATION  COMPANY. 

He  refers,  in  the  way  of  criticism,  to  our  course  regarding  our  relations  with 
the  Pennsylvania  road  in  connection  with  the  Empire  Transportation  Company 
refinery.*  I  may  say,  in  a  word  of  explanation,  tnat  at  the  time  sx)ecifiea  the 
people  prominent  in  official  relations  with  the  Pennsylvania  road  engaged  in  the 
petroleum  business  on  their  own  account.  We,  deeming  that  outside  of  the 
regular  province  of  the  railroad  company,  of  which  we  were  lar^e  patrons,  dis- 
continued our  shipments  over  the  Pennsylvania  road,  transf emng  them  to  the 


1  See  p.  26S;  Mr.  Emery,  pp.  659,  060.  >  See  p.  283. 
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other  great  lines.  This  loss  of  traffic  finally  bronght  the  Pennsylvania  officials 
proper  to  a  negotiation  regarding  this  special  refining  business,  to  which  I  have 
referred,  and  those  negotiations  resnltea  in  onr  purchase  of  those  refineries  and 
our  again  becoming  a  patron,  in  the  way  of  transportation,  of  the  PennsrlTania 
Railroad.  That  is  the  exact  history  of  the  case  simply  told.  I  will  refer  now 
to 

Q.  (Intermpting. )  Are  you  willing  to  state  what  the  negotiations  were  ?— A.  I 
would  be  glad  to  if  I  had  it  in  mind ;  but  it  is  a  transaction  of  nearly  30  years 
ago,  and  I  cannot,  from  memory,  give  any  really  exact  outline  of  it. 

Q.  Were  there  considerable  advantages  offered  to  the  Standard  Oil  Company 
over  other  shippers? — A.  There  were  no  advantages  offered  to  the  Standard  OU 
Company.  The  advantage  was  in  favor  of  their  own  people,  as  we  felt  it  to  be, 
and  was  the  prime  particular  reason  for  our  discontinuing  our  shipments  over  it.' 

Q.  After  these  negotiations  did  the  Standard  Oil  Comjyany  enjoy  secret  rates  or 
better  rates  than  other  refiners? — A.  I  go  into  that  fully  in  answer  to  the  specific 
charges  to  that  effect. 

Q.  (By  Mr.  Farquhar).  Were  the  Pennsylvania  Railroad  holders  of  oil  par- 
tiapants  with  you  in  transportation  at  the  same  time  you  made  arrangements 
with  the  Pennsylvania? — A.  No,  their  relations  ceased. 

Q.  (By  Mr.  Jenks).  You  can  furnish  that  account  more  in  detail,  can  you 
not? — ^A.  Undoubtedly,  if  you  desire  it. 

The  Empire  Line  and  Green  Line  were  corporations  doing  freight  business  over 
the  Pennsylvania  Railroad,  the  stocks  of  which  were  owned  by  the  officers  and 
managers  of  the  railway.  Through  these  companies  the  railway  became  inter- 
ested both  in  tran8i)ortation  of  oil  bv  pipe  lines  and  in  the  refining  of  oil.  The 
Standard  Oil  Company  claimed  that  the  railwav  discriminated  in  freights  in  favor 
of  its  own  refineries,  and  refused  to  shi^  over  that  road.  This  led  to  negotiations 
for  the  sale  of  the  pipelines  and  refineries  to  persons  interested  in  the  standard. 
This  sale  took  place  October  1,  1877.  The  railway  first  purchased  from  the 
Empire  and  Green  lines  all  the  pipe  lines  and  refineries  whicn  they  owned,  which 
it  was  emx)owered  to  do  by  virtue  of  an  existing  contract,  and  then  conveyed  the 
pipe  lines  and  refineries  to  the  Standard  parties. 

MR.   EHERY'8  ESTIMATE  OF  $10,000,000  REBATES. 

Mr.  Lee  ffoes  quite  into  detail  with  reference  to  allegations  re^rding  preferen- 
tial railroad  rates  to  us  during  that -early  period  of  the  oil  busmess.*  I  want  to 
answer  all  his  charges  made  at  different  tunes  during  his  testimony  as  is  indi- 
cated, and  b^  referring  to  the  various  pages  at  once  and  as  definitely  as  possible. 
He  treated  first  the  well-worn  statement  regarding  deductions,  ori^nally  made 
by  Mr.  Emery,  or  alleged  to  be  made  by  him,  from  the  testimony  of  Mr.  Uassatt, 
an  official  of  the  Pennsylvania  road,  covering  alleged  rebates  paid  to  our  company 
for  a  certain  period.  I  have  here,  and  desire  to  submit  and  leave  with  you,  a 
statement  of  the  analysis  of  Mr.  Cassatt's  testimony  in  that  regard,  prepared  by 
our  counsel  at  the  time,  showing  the  utter  falsity  of  Mr.  Emery^s  statement.  Mr. 
Emery's  statement  was  made  on  an  absolutely  false  hypothesis  throughout. 
There  never  was  any  foundation  for  it.  It  was  one  of  those  catching  statements 
which  take  hold  and  travel  fast.  It  has  been  denied  over  and  over  again;  but 
the  people  who  have  asitated  these  questions  have  adopted  it  as  one  of  their  stock 
features  in  trade,  and  keep  on  repeating  it.  I  desire  to  submit  this  analysis,  but 
I  will  read: 

''  The  assertion  that  Mr.  Cassatt  testified  that  $10,000,000  was  paid  to  the  Stand- 
ard Oil  Company  as  rebates  from  October  17,  1877,  to  March  31, 1879,  was  first 
made  by  Mr.  Lewis  Emery,  and  in  examination  before  the  Committee  on  Manu- 
factures of  the  Fiftieth  Congress,  May,  1888,  he  shows  how  he  deduced  these  fig- 
ures from  the  testimony  referred  to.    I  quote  from  page  241 : 

*'Q.  You  were  also  the  authority  were  you  not,  for  the  statement  which  is 
referred  to  in  Mr.  Dodd's  book  that :  was  proved  during  that  examination  that 
in  a  period  of,  I  think,  17  months 

**  The  witness  (interrupting).  Seventeen  and  one-half  months. 

"Q.  (Continuing.)  The  four  railroad  companies  had  paid  to  the  Standard  Oil 
Company  $10,000,000  as  rebates  on  the  oil  carried  by  them,  were  you  not? — ^A.  Yes, 
sir. 

*'Q.  Look  at  that  "paper  [handing  v^l^r  to  witness]  and  state  whether  you 
made  an  analysis — ^an  examination  oi  the  testimony  given  by  Mr.  Cassatt,  the 
Standard  Oil  Company  people,  and  other  railroad  officers  in  that  suit,  in  order  to 


I  See  statement  of  O.  R.  Blanchard,  p.  642.  footnote, 
s  See  p.  28i,  287.    Compare  also  Mr.  Emery,  pp.  000, 661. 
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ascertain  what  the  total  amonnt  of  money  paid  over  as  discrimination  dnring  that 
X>eriod  of  17^  months  was? — ^A.  I  did." 

The  witness  then  presented  a  paper  prepared  by  himself,  which,  if  true,  showed 
a  rebate  to  the  Standard  Oil  (Jompany  of  64i  cents  per  barrel  on  refined  oil,  29 
cents  on  crude  oil  from  1  district,  26i  cents  on  crude  oil  from  another  district, 
and  22|  cents  per  barrel  on  crude  oil  paid  to  the  American  Transfer  Company. 
He  added  these  figures,  divided  them  by  8,  and  claimed  55  cents  as  the  average 
rebate  to  the  Standard.  He  then  took  the  total  consumption  of  oil  from  October 
17, 1877,  to  March  31, 1879,  to  wit,  18,556,277  barrels,  and  multiplying  by  55  cents 
produced  $10,155,218,  which,  he  claimed,  showed  was  the  amount  of  discrimina- 
tory rebates  paid  to  the  Standard  in  17  months. 

Mr.  Emery  did  not  pretend  to  have  any  personal  knowledge  of  the  subject.  He 
pretended  to  compile  his  figures  from  the  evidence  of  Mr.  Cassatt.  That  evidence 
IS  published  in  the  same  volume  which  contains  Mr.  Emery's  evidence.  To  reach 
this  result  Mr.  Emery  had  to  make  these  absurdly  false  assumptions : 

'*  I.  That  all  oil  consumed  was  shipped  eastward  over  four  trunk  lines,  and  was 
all  shipped  by  the  Standard  Oil  Company. 

''  n.  That  all  these  trunk  lines  paid  the  same  rebate  as  the  Pennsylvania  Rail- 
road Company. 

''  III.  Tnat  the  shipments  of  oil  of  the  class  on  which  the  rebate  was  64^  cents 
was  equal  to  the  shipments  of  oil  of  the  class  on  which  the  rebate  was  26i  cents.'* 
Eliminate  these  gratuitous  assiunptions  from  Mr.  Emery's  statements,  and  his 
conclusion  is  shown  to  be  ridiculous. 

These  gratuitous  assumptions  are  as  nothing,  however,  compared  to  the  gratui- 
tous falsehoods  embraced  m  the  fig[ures  given.  The  claim  is  that  a  discriminating 
rebate,  averaging  55  cents,  was  paid  to  the  Standard  Oil  Company  from  October, 
1877,  to  March  31, 1879,  by  4  trunk  lines. 

The  evidence  of  A.  J.  Cassatt,  which  is  referred  to  for  the  truth  of  these  state- 
ments, refers  only  to  1  trunk  line,  Pennsylvania  Railroad,  and  shows : 

*'  I.  That  the  Standard  Oil  Company  8mpx)ed  no  oil  over  the  Pennsylvania  Rail- 
road until  July,  1875.  That  the  Pennsylvania  Railroad  was  then  interested  in 
refining  in  competition  with  the  Standard,  and  not  only  allowed  the  Standard  no 
preferences,  but  discriminated  against  it  to  such  an  extent  that  the  Standard 
stopped  shipping  over  the  road  in  March,  1877. 

''  n.  That  in  October,  1877,  the  Pennsylvania  Railroad  and  the  Standard  entered 
into  an  agreement  bv  which  the  Standard  Oil  Comi)any  was  to  have  a  commission 
of  10  per  cent  on  all  freight  furnished  by  it  in  consideration  of  the  Standard 
agreeing  to  equalize  oil  freights  on  the  4  trunk  lines. 

*^in.  That  this  a^eement  did  not  effect  a  discrimination  even  to  that  extent 
as  against  other  shippers  over  the  Pennsylvania  Railroad  prior  to  May  1, 1878, 
because  said  shippers  had  contracts  extending  to  that  date,  which  were  excepted 
in  the  contract  with  the  Standard. 

'*  rV.  That  the  Pennsylvania  Railroad  was  willing  and  offered  to  carry  oil  for 
all  shippers  on  the  same  terms  with  the  Standard,  excepting  only  10  per  cent 
commission,  for  which  it  demanded  like  considerations. 

"  V.  That  it  did  continue  to  carry  for  all  shippers  who  did  all  their  business 
over  its  line  as  low  as  for  the  Standard,  commission  included. 

"  YI.  That  shippers  not  using  the  Pennsylvania  Railroad  were  able,  after  May 
1,  1878,  to  get  oil  east  by  the  Erie  Canal  lower  than  by  rail,  and  shipped  their  oil 
by  that  route,  in  consequence  of  which  the  Pennsylvania  Railroad  shippers  were 
paying  greater  freight  rates  than  other  shippers. 

**  VII.  In  consequence  the  Pennsylvania  rate  was  reduced  to  those  who  contin- 
ued to  ship  by  t^at  line  44i  cents  on  refined,  making  the  net  rate  $1,  said  44 i 
cents  being  x>aid  as  rebate. 

**  VIII.  For  the  same  reason,  namely,  to  meet  canal  rates,  in  July,  1878,  the 
rate  to  those  who  shipped  by  raU  was  further  reduced  20  cents,  the  20  cents  being 
paid  as  a  rebate,  and  refunded  back  to  May  1,  1878. 

**  IX.  That  these  rebates  were  paid  to  all  shippers  who  shipped  entirely  by  rail, 
and  were  for  the  express  purpose  of  putting  them  on  an  equality  with  those  who 
shipped  by  canal. 

**  X.  The  same  is  true  of  the  rebate  allowed  on  crude  oil  during  the  same  period, 
except  10  per  cent  paid  to  Standard  and  22^  cents  paid  to  the  American  Transfer 
Company,  the  latter  being  the  pipe  line's  share  of  a  through  rate. 

'*  XI.  That  the  rebates  which  were  paid  from  May  1, 1878,  to  equalize  rail  and 
canal  shipments  were  discontinued  December  8  of  the  same  year,  when  the  canal 
was  closed. 
"Xn.  All  payments  of  rebates  entirely  ceased  March  31, 1879." 
The  result  of  the  testimony  is  that  while  there  was  an  agreement  for  a  10  per 


516  HEABINQS   BEFORE   THE   INDUSTRIAL   COMMISSION. 

cent  commisBion  between  the  dates  referred  to  there  was  m  fact  no  diacrimina- 
tion  against  shippers  by  the  Pennsylvania  Railroad;  that  the  rebates  paid  were 
paid  to  all  shippers  over  that  line,  and  that  they  were  paid  to  pnt  sMppers  by 
that  line  on  an  equality  with  shippers  by  canal. 

Q.  (By  Mr.  Smyth.)  Yon  will  make  that  a  part  of  your  testimon^r,  will  yon?— 
A.  I  will  make  that  a  part  of  m}r  testimony,  and  I  hope  it  will  be  in  the  record 
of  the  proceedings  of  this  commission  as  simple  final  answers  to  these  lusty  old 
lies  abont  the  $10,000,000  rebates. 

Q.  (By  Representative  Livingston.)  Yon  say  now,  in  yoor  place  as  a  witness, 
that  there  never  have  been  any  rebates  in  favor  of  the  Standard  Oil  Company?— 
A.  I  am  proceeding  with  the  statement. 

Q.  I  understand  you  deny  everything  that  has  been  said  here  before  abont 
rerotes?-~A.  I  will  go  right  mto  that  and  be  glad  to  answer  questions  aboat  that 

AS  TO  FAVORITISM  IN  BUYING  LUBRICATING  OILS. 

Mr.  Lee  makes  the  statement  that  the  railroad  companies  are  now  systematically 
robbed  by  their  own  officers  through  the  making  of  aiscriminatory  contracts  witn 
the  Standard  Oil  Company  for  lubricating  oils. '  I  had  never  heard  of  this  allega- 
tion brought  out  here  oy  Mr.  Lee  and  some  other  witnesses  until  told  before  you. 
I  want  to  deny  it  absolutely  and  entirely  as  being  utterly  untrue,  and  I  challenge 
him  to  produce  a  scintilla  of  evidence  in  support  of  their  allegations. 

Q.  (By  Mr.  Jenks.)  Perhaps  you  will  note  that  Mr.  Lee  says  that  he  does  not 
state  that  to  be  absolutely  true,  but  it  is  a  matter  of  belief  with  him. — A.  It  is 
the  same  old  method — he  does  not  know  it  to  be  true,  and  he  can  not  say  it  is  true, 
and  I  challenge  him  to  make  any  showing  of  any  such  thing  at  any  place  or  any 
time. 

Q.  You  say  it  is  not  true? — A.  I  say  it  is  not  true. 

NO  DISCRIMINATORT  RATES. 

In  answer  to  questions  as  to  whether  the  Standard  Oil  Company  is  now  receiv- 
ing discriminatory  rates,  he  does  not  answer  directly,  but  goes  oack  to  the  1889 
case,*  in  which  the  Standard  Oil  Company  was  in  no  way  involved;  was  not, 
indeed,  in  the  case  referred  to  by  Mr.  Lee,  and  the  same  is  true  in  a  number  of 
other  sases  also.  It  was  not  shown  that  there  was  any  discrimination  in  favor  of 
the  Standard  Oil  Company,  and  as  a  matter  of  fact  the  Standard  Oil  Company  were 
not  given  any  such  discriminatory  rates.  I  make  that  answer  more  specifically 
with  reference  to  the  case  of  the  period  to  which  he  referred,  in  answer  to  the 
testimony  at  that  time. 

Q.  (By  Mr.  Smtth.)  If  there  had  been  any  such  rates,  you  would  have  known 
it? — A.  I  should  have  known  it. 

Q.  It  would  have  been  impossible  for  any  such  rates  to  be  in  existence  without 
your  knowing  it?— A.  It  would.  Further,  the  cases  referred  to  in  Mr.  Lee's  testi- 
mony *  as  pending  in  the  United  States  court  to  recover  discriminations  are  really 
cases  to  recover  freight  which  the  railroad  charged  refiners  on  barrels.  The  Inter- 
state Commerce  Commission  decided  that  railroads  carrying  both  in  tank  cars  and 
in  barrels  should  carry  barrels  free;  and  the  railroads.refusin^  to  accept  such  a 
decision,  are  testing  the  question  in  the  United  States  court.  It  is  fair  to  say  that 
the  same  charge  for  carrying  barrels  was  made  against  the  Standard  Oil  Com- 
pany, and  if  the  refiners  are  successful  in  recovering  the  Standard  Oil  Company 
will  have  a  claim  for  a  very  large  amount. 

Q.  (By  Mr.  Jenks.)  Against  the  railroads?— A.  We  shall  be  in  the  same  posi- 
tion as  the  other  shippers  if  it  is  decided  in  the  interest  of  the  refiners. 

Q.  (By  Mr.  Smyth.)  You  will  claim  a  rebate  of  the  freight  on  the  barrels  of 
the  refined?— A.  Yes;  we  are  in  the  same  position  as  they  are  on  that  question. 
I  may  say.  in  my  x)ersonal  opinion,  it  is  a  most  unjust  decision  for  any  court  to 
make:  but  it  is  not  for  me  to  decide  it. 

In  answer  to  inquiry  as  to  whether  the  Standard  Oil  Company  were  paid  rebates 
on  shipments  of  other  people,  Mr.  Lee  answers  in  an  untruthful  and  disin^penuous 
way,  and  refers  finally  to  the  Rice  Case  as  the  only  possible  support  of  his  asser- 
tion." The  Rice  Case  will  be  fully  answered  in  connection  with  the  testimony  of 
another  witness.^ 

THE  standard  HAS  STRICTLY  OBEYED  THE  INTERSTATE-COMMERCE  LAW. 

It  is  fair  to  say  here,  however,  and  I  will  make  this  statement  covering  the 
entire  question  of  freight  rates  prior  to  the  passage  of  the  interstate-commerce 

I  See  p.  268.    Bee  also  Mr.  Davis,  p.  360;  Mr.  Rice,  pp.  fl»9. 7(10;  Mr.  Piura.  Pp.  756-7fie. 
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*  See  p.  666. 
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law,  in  1887,  that  the  shipment  of  oil  or  any  considerable  freight  over  the  roads 
was  a  question  of  special  contract.  While  tariffs  were  nominally  issned,  every 
shipper  knew  that  a  special  contract  conld  be  had,  and  it  was  universally  the  rule 
that  special  contracts  were  made  for  the  shipment  of  any  considerable  freight. 
Since  the  passage  of  the  interstate-commerce  law  we  have  strictly  obeyed  it.  I 
want  to  say  further  in  this  connection  that  during  the  i)eriod  before  the  passage 
of  the  interstate-commerce  law  every  and  anv  rate  of  freight  was  uniformly  con- 
sidered in  the  fixing  of  prices  at  which  the  oil  was  sold.    I  want  an  exhibit — — 

Q.  (Interrupting.)  Are  your  books  open  to  verify  that  statement?— A.  To  the 
very  utmost.  I  have  thought  it  worth  while,  in  view  of  thehurd  downing  of  this 
old  ghost,  to  go  into  some  considerable  collateral  proof  to  show  the  falsity  of  the 
charaes  in  reference  to  discriminatory  rates.  I  now  beg  leave  to  submit  to  you, 
and  I  of  course  will  leave  them  with  you 

Q.  (By  Representative  Livinqston.)  (Interrupting.)  If  you  will  nardon  me 
just  now — ^is  there  a  suit  pending  or  anything  of  the  kind  on  the  part  of  the 
Interstate  Commerce  Commission  against  the  Standard  Oil  Companv  for  rebates 
now,  or  has  there  been  since  the  passage  of  the  act?— A.  There  have  been  various 
actions  instituted  regarding  some  special  features  of  the  carrying  law,  but  I  do 
not  know  that  there  are  any  now  pending.  I  think  they  have  all,  so  far  as  relates 
to  our  interest  directly,  been  adjudicated. 

USTTERS  FROM  RAILROAD  OFFICERS  DENTING  THAT  THEIR  ROADS  GIVE  PREFEREN- 
TIAL RATES  TO  THE  STANDARD. 

I  submit  here,  in  answer  to  direct  queries — ^and  they  are  only  a  small  part  of  the 
entire  number  I  might  have  had  for  the  asking^etters  from  prominent  railroad 
officials  representing  the  railroads  in  this  country.  North,  South,  East,  and 
West,  answered  on  their  own  part  and  over  their  own  signatures,  with  refer- 
ence to  the  charge  of  discrimination  in  anv  wav.  These  letters  are  of  the  most 
specific  character  on  this  subject.  I  thougnt  it  best  not  simply  to  rest  on  our  own 
denial  on  the  charge  of  discnmination,  but  to  leave  these  with  you  as  collateral 
evidence  of  the  f alsit]^  of  these  statements  which  our  enemies  and  competitors  in 
the  business  are  continually  making  on  this  question.  I  will,  with  your  permis- 
sion, read  a  list  of  these  letters,  and  I  will  submit  a  map,i  colored  in  Hues,  show- 
ing the  different  sections  of  the  country  reached  by  the  railroads  which  are  rep- 
resented in  tliese  letters,  and  which  deny  any  preferential  relations  with  the 
Standard  Oil  (!k)mi)any:* 

[Standard  Oil  Company,  26  Broadway,  New  York.] 

Dear  Sir:  During  May  and  June  of  this  year  the  Industrial  Commission  (a  body 
appointed  bv  Congress)  had  a  hearing  in  Washin^^n.  Before  this  body  appeared 
a  number  of  oil  producers  and  refiners  who  testified,  ^nerally,  that  it  was  their 
belief  that  the  nulroads  of  the  United  States  were  givmg  the  Standard  Oil  Com- 
I>any  and  its  interests  many  advantages  on  its  shipments  of  petroleum  and  its 
proaucts  as  compared  with  those  of  other  oil  shippers. 

We  are  now  and  have  been,  as  you  know,  large  shippers  of  petroleum  and  its 
products  over  your  rails,  and  we  would  be  glad  if  you  would  write  me  a  letter 
stating  as  fully  as  you  can  whether  or  not,  since  the  passage  of  the  interstate- 
commerce  law,  you  have  in  any  way  given  to  the  Standard  Oil  Comx>any  or  any 
of  its  representatives  any  lower  rates  of  freight,  either  by  direct  tariff,  rebate, 
underbilling,  or  in  any  way  given  to  it  or  its  representatives  any  advantages  in 
the  carriage  of  its  shipments  over  your  rails  as  against  any  other  oil  shipper.  In 
other  woras,  have  not  the  Standard  Oil  Company  and  its  mterests  paid  tne  same 
rate  per  100  pounds  on  its  shinments,  whether  in  tank  cars,  carloads,  or  less  than 
carloads,  as  you  have  chargea  other  shippers  between  the  same  jwints,  and  has 
there  been  since  the  passage  of  the  interstate-commerce  law,  or  is  there  now, 
any  arrangement  or  device  oy  which  the  Standard  Oil  Company  have  in  any  way 
received  any  advantage  in  the  transportation  of  its  oil,  per  100  pounds,  as  com- 
pared with  any  other  shipper  over  your  road  between  the  same  points? 

If  you,  yourself,  have  not  full  knowledge  of  the  matter  referred  to,  we  would  be 

glad  if  you  would  confer  with  your  traffic  department  before  answering.  It  may 
e  that  we  will  show  tliis  letter  and  your  reply  to  the  Industrial  Commission,  and 
would  Uke  for  your  reply  to  be  as  full  and  explicit  as  x>066ible.  Kindly  reply  at 
your  earliest  convenience  and  oblige, 

Yours,  truly,  Howard  Page. 

1  Omitted.  *  See  Mr.  Emery,  pp.  042,  M8. 
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I  will  not  weary  you,  unless  it  is  yonr  desire,  by  reading  all  these  letters,  bat  I 
will  read  two  or  three  of  them.  I  will  first  read  the  Ust:  Atchison,  Topeka  and 
Santa  Fe  Railway,  Paul  Morton,  second  vice-president,  Chicago,  HI.:  Baltimore 
and  Ohio  Railroaa,  Oscar  Q.  Murray,  first  vice-president,  Baltimore,  Md.;  Boston 
and  Maine  Railroad,  W.  F.  Berry,  second  vicf^president  and  general  manager, 
Boston,  Mass.;  Chicago  and  Alton  Railroad,  C.  A.  Chapnell,  vice-president  and 
general  manager,  Chicago,  HI.;  Chicago,  Milwaukee  and  »t.  Paul  Rail^Tay,  A.  J. , 
Earling,  second  vice-nresident,  Chicago,  HI.;  Chica^,  Burlington  and  Quincy 
Railroad,  Thomas  Muler,  general  freight  agent,  Chicago,  HI.;  Cleveland,  Cin- 
cinnati, Chicago  and  St.  Louis  Railway,  E.  £.  Cost,  freight  traffic  manager,  Cin- 
cinnati, Ohio;  Delaware,  Lackawanna  and  Western  Railway,  W.  H.  Trnesdale. 
president.  New  York  City,  N.  Y.;  Erie  Railroad,  G.  Q.  Cochran,  fourth  vice- 
president.  New  York  City,  N.  Y.;  Great  Northern  Railway,  D.  Miller,  second 
vice-president,  St.  Paul,  Minn.;  Lake  Shore  and  Michigan  Southern  Railway, 
W.  H.  Newman,  president,  Cleveland,  Ohio;  Louisville  and  Nashville  Railroad, 
S.  R.  Knott,  first  vice-president,  Louisville,  Ky.;  New  York  Central  and  Hudson 
River  Railroad,  S.  R.  Callaway,  president.  New  York  City,  N.  Y.;  NorUieni 
Pacific  Railway,  C.  S.  Mellen,  president,  St.  Paul,  Minn.;  Pennsylvania  Rail- 
road, W.  H.  Joyce,  freight  traffic  manager,  Philadelphia,  Pa.;  St.  Louis  and  San 
Francisco  Railroad,  D.  B.  Robinson,  president,  St.  Louis,  Mo.;  Southern  Pacific 
Company,  J.  C.  Stubbs,  third  vice-president,  San  Francisco^  Csil. ;  Southern  Rail- 
way, J.  M.  Culp,  traffic  manager,  Washington,  D.  C;  Union  Pacific  Railroad. 
H.  G.  Burt,  president,  Omaha,  Nebr.;  Wabash  Railroad,  S.  B.  Knip^ht,  general 
freight  agent,  St.  Louis,  Mo. ;  Western  New  York  and  Pennsylvania  Railroad, 
E.  T.  Johnson,  general  freight  agent,  Buffalo,  N.  Y. 

I  will  read,  if  you  please,  first,  as  representing  the  different  sections  of  the 
country,  a  letter  from  the  <>7ew  England  States,  Boston  and  Maine  Railroad: 

[Boston  and  Maine  Railroad,  traffle  department.] 

Boston,  Mass.,  August  18,  IS99, 

Dear  Sir:  Replying  to  your  esteemed  favor  of  the  15th  instant,  yon  ask  me 
to  state  whether  or  not  since  the  passage  of  the  interstate  commerce  law  the 
Boston  and  Maine  Railroad  have  in  any  way  given  to  the  Standard  Oil  Company, 
or  any  of  its  representatives,  any  lower  rate  of  freight  either  by  direct  tariff, 
rebate,  or  underbilling  than  has  been  openly  quoted  to  all  other  shippers  of  oil, 
and  I  am  pleased  to  be  able  to  state  that  we  have  not. 
Yours,  truly, 

W.  F.  Berry, 
Second  Vice-President  and  Qeneral  Traffic  Manager. 
Mr.  Howard  Page, 

26  Broadioay,  Neiv  York,  N.  Y. 


[Chicago  and  Alton  Railroad  Company,  0.  A.  Chapiiell,  vi(;e-president  and  general  manager.] 

CHiCAao,  III.,  August  17,  1899. 

Dear  Sir:  I  take  pleasure  in  stating  to  you,  as  I  have  frequently  stated  to 
others,  and  am  willing  to  state  before  the  Interstate  Commerce  Commission,  or 
any  other  authority,  that,  in  my  judgment,  the  Standard  Oil  Company  has  obeyed 
the  interstate  law  better  than  any  other  large  shipner  in  the  country. 

So  far  as  the  Chicago  and  Alton  is  concerned,  tne  Standard  Oil  Company  has 
not  only  declined  to  accept  concessions  of  any  name  or  nature,  but  has  used  its 
influence  with  the  railroads  to  maintain  agreed  and  tariff  rates,  and  there  has 
been  no  arrangement,  device,  or  any  other  plan  by  which  the  Standard  Oil  Com- 
pany received  less  rates  than  other  shippers.  The  rates  granted  the  Standard  Oil 
Company  have  been  the  same  that  all  other  oil  shippers  have  had,  whether  in 
tank  ca^s,  carloads,  or  less  than  carloads. 

I  have  frequently  stated  to  the  Interstate  Commerce  Commission,  and  to  others, 
that  if  all  the  large  shippers  of  the  country  would  cooperate  in  the  enforcement 
of  the  interstate  law,  as  the  Standard  Oil  Company  has  done,  we  would  have  an 
ideal  condition. 

Yours,  very  truly,  C.  A.  Chappell, 

Vice-President  and  General  Manager, 

Mr.  Howard  Page, 

Standard  Oil  Company,  New  York. 
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[Louisville  and  Nashville  Bailroad  Company,  office  of  the  first  vice-preddent.] 

Louisville,  Ky.,  AuQiist  19, 1899, 

Dear  Sir:  Please  refer  to  your  favor  of  the  15th  instant. 

Having  been  since  January,  1888,  in  one  position  or  another,  charged  with  the 
direct  supervision  of  the  traffic  affairs  of  the  Louisville  and  Nashville  Company, 
and  having  been  for  several  years  ^rior  to  that  time  directly  connected  with  that 
department  of  the  company's  business,  I  feel  I  am  in  position  to  speak  most 
authoritatively  upon  the  subject  mentioned  in,  your  letter. 

I  beg  to  say  that  the  Louisville  and  Nashville  Railroad  Company  has  not  in  any 
-way  given  the  Standard  Oil  Company,  or  any  of  its  representatives  or  allied  inter- 
ests, any  lower  rates  of  freight,  either  by  direct  tariff,  rebate,  refund,  underbill- 
ing,  or  any  other  subterfuge  or  device,  than  it  was  at  the  same  time  extending  to 
any  and  all  other  shippers  handling  the  same  or  similar  traffic  and  subject  to  the 
same  rules,  regulations,  and  conditions.  In  other  words,  the  Standard  Oil  Com- 
pany has  been  required  to  pay  and  has  paid  to  the  Louisville  and  Nashville  Rail- 
road Comx>any  the  same  charges  for  the  same  transportation  rendered  as  any  other 
shipper,  and  there  is  no  arrangement  between  it  or  any  of  its  agents  and  the 
Louisville  and  Nashville  Railroad  Company  by  which  any  advantage  accrues  to  it 
over  any  other  8hipx)er  handling  similar  traffic  between  the  same  points  over  this 
company's  rails. 

Yours,  truly,  S.  R.  Knott, 

First  Vice-President, 

Mr.  Howard  Page, 

Standard  Oil  Company,  Neto  York. 


[The  Atchison,  Topeka  and  Santa  Fe  Railway  System,  Great  Northern  Building,  77  Jackson 

street,  Chicago,  second  vice-president's  office.] 

August  17, 18»9. 

Gentlemen:  It  is  with  a  great  deal  of  pleasure  and  satisfaction  that  I  write  ^ou 
in  regard  to  the  general  belief  that  the  railroads  of  the  United  States  are  giving 
the  Standard  Oil  Company  and  its  interests  many  advantages  on  its  shipments  of 
petroleum  and  its  products  as  compared  with  shipments  of  other  oil  producers. 

For  nearly  four  years  I  have  had  charge  of  the  freight  business  of  this  company, 
and  never  in  all  that  time  has  the  Standard  Oil  Company's  representatives  askea 
for,  or  received,  better  rates  than  other  shippers  of  oil  secure.  From  my  own 
experience  I  know  that  the  Standard  OH  Company  does  not  ask  for  rebates,  and 
I  know  further  that  the  chief  aim  of  the  freight  representatives  of  your  compan  v 
has  been  to  have  the  railroads  of  the  West  absolutely  maintain  the  tariff.  I  wish 
that  other  large  shippers  would  take  the  same  position  in  regard  to  this  matter 
that  your  company  does.  If  the  terrible  pressure  from  gigantic  shippers  for 
inside  rates  could  be  relieved  the  transportation  problem  of  the  country  would  be 
a  very  easy  one  to  solve. 

The  position  of  your  company  in  not  asking  for  special  rates,  and  in  declining 
to  receive  rebates,  and  its  enort  to  keep  the  rates  on  oil  and  its  products  up,  has 
been  a  common  topic  of  discussion  among  western  traffic  men  ever  since  the 
interstate  commerce  law  became  enacted. 

I  take  this  occasion  to  thank  you,  on  behalf  of  the  railroad  I  represent,  for  the 
broad-gauged  position  that  you  have  taken  in  this  matter. 
Yours,  truly, 

Paul  Morton, 
Second  Vice-President. 

Standard  Oil  Company, 

New  York  City. 


[Great  Northern  Railway  Company,  office  of  second  vice-president.] 

St.  Paul,  Minn.,  August  S3, 1899. 

Dear  Sir:  Replying  to  your  favor  of  the  15th  instant,  I  herewith  hand  you  a 
letter  from  our  general  traffic  manager,  Mr.  F.  B.  Clarke,  under  date  of  the  2l8t 
instant,  which,  I  think,  covers  your  inquiry  fully  so  far  as  this  company  is  con- 
cerned. 
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I  have  no  hesitaucy  in  stating  that  since  my  connection  with  this  comMny,  in 
Noveml)er  last,  the  Standard  Oil  Company  have  paid  the  fnll  l^:al  tariff  on  aU 
shipments  made  by  it  over  this  line,  and  there  have  been  no  arrangements  by 
which  any  less  rates  were  secnred. 

I  can  also  make  the  same  statement  with  regard  to  the  shipments  of  the  Stand- 
ard Oil  Company  over  the  Missouri ,  Kansas  and  Texas  Railroad  daring  my  con- 
nection with  that  road,  from  May.  1893,  to  November,  1898. 

If  there  is  any  fnrther  information  desired,  kindly  advise  and  I  will  take  plea^ 
nre  in  famishing  same. 
Yonrs,  traly. 

D.  Miller. 
Second  Vice-Pratidefit, 
Mr.  Howard  Page, 

Standard  Oil  Company,  Neu*  York  City, 


[OroAt  Northern  Railway,  traffic*  department.] 

St.  Paul,  Minn.,  August  St,  1899. 

Dear  Sir:  Referring  to  the  inclosed  inquiry  from  the  Standard  Oil  Company 
with  respect  to  the  rates  charged  on  shipments  forwarded  over  the  Great  Northern 
Railway  since  the  passage  of  the  interstate  commerce  law. 

My  connection  with  this  company  dates  from  December,  1896,  since  which  time 
I  know  personally  that  the  Standard  Oil  Company  has  paid  oar  company  fall 
tariff  rates  on  all  shipments  we  have  carried  for  them.  I  have  made  inquiry  of 
those  connected  with  the  general  freight  department  who  were  in  the  service  prior 
to  my  connection  with  the  company  and  who  have  had  opportunities  to  know  what 
rates  were  being  charged  on  tne  shipments  of  the  Standard  Oil  Company,  and 
have  received  assurances  that  the  Standard  Oil  Company  has  always  paid  oar 
company  the  full  published  tariff  rates  on  their  shipments,  and  that  we  nave  yet 
to  receive  the  first  intimation  that  the  Standard  Oil  Company  desired  less  than 
the  published  tariff  rates  charged  other  shippers  of  the  same  class  of  goods. 
Yours,  truly, 

F.  B.  Clarke, 
General  Traffic  Manager. 
Mr.  D.  Miller, 

Second  Vice-President, 


[Erie  Railroad  Company,  21  Cortlandt  street.  New  York.] 

August  29, 1899. 

Dear  Sir:  In  answer  to  your  letter  of  the  15th  instant  to  President  Thomas,  I 
desire  to  say,  in  his  absence,  that  the  Standard  Oil  Company  has  evinced  the 
strongest  disposition  to  cooperate  with  the  railroad  companies  to  the  extent  of 
paying  fair  and  reasonable  rates  for  transportation  of  all  of  its  products  based 
upon  and  in  conformity  with  the  interstate  commerce  act,  and  based  on  my  own 
knowledge  and  information  obtained  from  other  officers  of  this  company  that  said 
Standard  Oil  Company  has  not  been  afforded  lower  rates  of  freight  upon  such 
traffic  than  the  tariffs  open  to  and  offered  for  the  carriage  of  like  proaucts  between 
the  same  points  to  any  other  shipi)ers  of  oil  over  this  company's  lines. 
Yours,  truly, 

Geo.  G.  Cochran, 

Fourth  Vice-President, 
Mr.  Howard  Page, 
*J()  Broadway,  City. 


[Delaware,  Lackawanna  and  Western  Railroad  Company,  office  of  president.] 

August  22, 1899. 

Dear  Sir:  I  noted  with  some  interest  that  during  a  hearing  before  the  Indus- 
trial Commission  in  Washington  during  May  and  June  of  this  year  certain  par- 
ties appeared  before  that  body  who  testified  in  a  general  way  that  they  believed 
that  the  railroad  companies  of  the  Unittd  States  were  giving  the  Standard  Oil 
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Company,  or  its  interests,  many  advantages  on  its  shipments  of  petroleum  oil  and 
itsproducts  over  those  accorded  other  shipi)ers  of  similar  commodities. 

These  statements  or  this  testimony,  if  it  may  be  so  considered,  is  so  much  at 
variance  with  the  facts  and  the  truth  as  I  know  them  to  be  that  I  feel  compelled 
to  write  you  and  state  the  facts  as  I  know  them  to  exist,  and  to  say  that  I  am 
'willing  you  should  make  such  use  of  this  letter  as  you  may  desire  in  refuting  the 
false  statements  referred  to. 

This  company  has  not  since  the  passage  of  the  interstate  commerce  act.  s> 
called,  given  the  Standard  Oil  Company  or  any  of  its  interests  or  anyone  for  it 
any  reduced  rates  or  advantages  of  any  character  whatever  on  its  shipment.s  of 
X>etroIeum  oil  and  its  products  different  or  in  any  way  more  favorable  than  was 
at  the  same  time  accorded  other  shippers  of  similar  commodities.  As  I  am  advised 
by  our  people,  no  one  for  the  Stanaard  Oil  Company  has  since  the  passage  of  said 
act  ever  solicited  any  concession  in  any  way,  snape,  or  form  from  the  regular, 
established  rates,  rules,  and  regulations  governing  toe  transportation  of  petroleum 
oil  and  its  products. 

Furthermore,  1  take  pleasure  in  certifying  that  at  the  time  of  the  passage  of 
the  interstate  commerce  act  and  until  1894  1  was  in  charge  of  the  Minneapolis  and 
St.  Louis  Railway,  and  from  ift94  until  1899  was  vice-president  and  general  man- 
ager of  the  Chicago,  Rock  If^larx^  and  Pacific  Railway  Company  in  charge  of  its 
freight  traffic;  that  during  my  connection  with  the  Minneapolis  and  St.  Louis 
and  the  Chicago,  Rock  Island  and  Pacific  railways,  as  aforesaid,  neither  of  those 
companfes  ever  granted  to  the  Standard  Oil  Companv  or  anyone  in  its  interests 
or  for  it  any  concessions  from  the  re^lar,  establishea  rates  on  its  shipments  of 
petroleum  oil  and  its  products,  nor  did  any  official  of  the  Standard  Oil  Company, 
or  anyone  else  in  its  interests,  ever  ask  special  rates  or  advantages  on  its  ship- 
ments, as  against  those  accorded  other  shippers  of  the  same  commodities. 

Should  it  be  found  necessarv  or  desirable  to  have  the  foregoing  statement  of 
facts  put  in  the  shape  of  an  affidavit  or  dex>osition  I  shall  be  very  much  pleased 
indeed  to  put  my  knowledge  of  this  matter  in  that  shape  and  place  It  at  your  dis- 
-posal  for  such  use  as  you  deem  best. 

Yours,  truly,  W.  H.  Truesdale, 

President, 

Mr.  Howard  Page, 

Standard  Oil  Company,  S6  Broadway,  City, 


[Cleveland,  Cincinnati,  Chicago  and  St.  Lonis  Railway  Company.] 

August  28, 1899. 

Dear  Sir  :  I  have  your  letter  of  the  15th  in  relation  to  certain  testimony  that 
was  given  before  the  Industrial  Commission  during  May  and  June  of  this  year 
regarain^  shipments  of  petroleum  and  its  products. 

If  I  mistake  not,  this  company  is  the  recipient  of  a  fair  share  of  the  traffic 
shipi)ed  by  your  company  in  all  directions,  and  we  can  most  positively  state,  and 
are  prepared  to  support  same  by  an  affidavit,  that  we  have  not,  since  the  inception 
of  the  interstate  law,  paid  the  Standard  Oil  Company  or  any  of  its  agents  or 
branches  in  any  manner,  shape,  or  form  one  mill  for  the  purpose  of  influencing 
business  via  our  line,  and  that  the  Standard  Oil  Company  have  paid  full  tariff 
rates  on  all  shipments  over  the  line  of  the  Cleveland,  Cincinnati,  Chicago,  and 
St.  Louis  Railway,  whether  in  tanks,  carloads,  or  less  than  carloads. 

I  do  not  know  what  further  I  can  say  on  this  subject,  only  that  if  the  other 
large  shipping  interests  would  pursue  the  same  policy  as  the  Standard  Oil  Com- 
X)any  in  relation  to  the  strict  maintenance  of  puolished  rates,  it  would  eliminate 
the  strife  and  contention  among  the  railroad  companies  which  often  produces 
unhealthy  competition  and  ruinous  rates. 

Very  truly,  yours,  E.  F.  Cost. 

Mr.  Howard  Page, 

£6  Broadway,  New  York, 


[Chicago,  Milwaukee  and  St.  Panl  Railway  Company.  oflBce  of  second  vice-president  ] 

Chicago,  August  18, 1899. 
Dear  Sir  :  In  the  absence  of  President  Miller  your  letter  of  the  15th  instant  has 
been  handed  to  me.    In  reply  I  desire  to  say  that  since  the  passage  of  the  inter- 
state commerce  act  the  Chicago,  Milwaukee  and  St.  Paul  Railway  has  carried  a 
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HHtisfactory  share  of  the  bnsiness  of  the  Standard  Oil  Company  to  all  competitiTe 
points  reached  by  its  lines,  and  I  also  desire  to  say  that  the  rml,  lawfnUy  poblidied 
tariff  rates  have  at  all  times  been  exacted,  and  that  no  concessions  or  aeviations 
from  snch  lawfully  published  rates  have  been  granted  by  this  company  in  any 
manner  or  by  any  device  whatsoever ;  nor  has  Uie  Standard  Oil  Company  asked 
for  any  concessions  or  suggested  any  deviations  from  the  lawfully  publi^^  tarifits. 
I  wish,  further,  to  state  tnat  there  has  been  no  discrimination  practiced  by  this 
company  in  connection  with  the  business  of  the  Standard  Oil  Company  and  that 
of  other  shippers  of  petroleum  and  its  products. 

Yours,  truly,  A.  J.  Eakuxg. 

Second  Vice-President. 
Mr.  Howard  Page, 

Standard  Oil  Company,  .?fl  Broaduxiy^  New  York  City. 


[Chicago,  Barlington  and  Quincy  Railroad  Company,  goneral  freight  department.] 

Chicago,  August  5f ,  1899, 

Dear  Sir:  Answering  your  letter  of  the  15th  instant,  I  have  to  say  that  there 
never  has  been  a  request  made  by  anyone  representing  the  Standard  Oil  Company 
since  the  passage  of  the  interstatencommerce  law  for  a  reduction  in  our  tariff 
rates,  directly  or  indirectly,  either  by  tariff,  rebate,  underbilling,  or  otherwise, 
and  no  concessions  have  been  made  by  this  company  of  any  character  whatsoever 
on  the  business  transported  by  us  for  account  of  the  Standard  Oil  Company.  It 
has  all  been  done  at  published  tariff  rates,  which  are  oi>en  to  the  inspection  of 
everybody. 

Yours,  truly,  Thos.  Miller, 

Oeneral  Freight  Agent. 
Mr.  Howard  Page, 

Standard  Oil  Company,  New  York. 


[The  Baltimore  and  Ohio  Railroad  Company.} 

Baltimore,  Md.,  August  SS^  JS99. 

Dear  Sir:  Replying  to  your  favor  of  August  19,  in  relation  to  rates  charged  to 
and  collected  from  the  Standard  Oil  Company  on  their  shipments  of  oil  over  the 
road,  we  invite  your  attention  to  next-attached  communication  from  our  manager 
freight  traffic,  Mr.  Wight. 

With  reference  to  the  Cleveland,  Cincinnati,  Chicago  and  St.  Louis  road,  as  you 
know,  it  has  been  a  number  of  years  since  my  connection  with  that  company  was 
severed,  and  it  is  therefore  suggested  you  take  the  matter  up  direct  with  them. 
Yours,  very  truly, 

Oscar  G.  Murray, 
Pirst  Vice-President. 
Mr.  Howard  Page, 

StaJidard  Oil  Company,  New  York,  N.  Y. 


[The  Baltimore  and  Ohio  Railroad,  office  of  manager  of  freight  traffic] 

Baltimore,  August  Si,  1899. 

Dear  Sir:  With  return  of  attached  letter  from  Mr.  Howard  Page,  of  the 
Standard  Oil  Company,  would  advise  that  since  the  interstate-commerce  law 
became  effective  the  Baltimore  and  Ohio  Railroad  has  not  to  my  knowledge  given 
the  Standard  Oil  Company  or  any  of  its  representatives  any  rate  less  than  nub- 
lished  tariffs  on  oil,  whether  in  tank  cars  or  barrels  or  by  any  subterfuge  what- 
ever, all  such  tariffs  bein^  filed  with  the  commission  and  the  rates  named  therein 
being  applicable  on  all  shipments,  whether  made  by  the  Standard  Oil  Company  or 
its  competitors. 

Yours,  truly,  C.  S.  Wight, 

Manager  Freight  Traffic, 
Oscar  Q-.  Murray,  Esq., 

First  Vice-President. 
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tVTcstern  New  York  uiid  Pouusylvauia  Railway  Comjoauy,  uenoral  freight  deimrtm«nt,  Mooney> 

Brisbane  Banding.] 

Buffalo,  N.  Y.,  Augtist  B9, 1899, 

Dear  Sir:  1  am  in  receipt  of  your  letter  of  22d  instant,  relative  to  testimony 
given  by  Oil  Creek  producers  and  refiners  before  the  Industrial  Commission  in 
Washington. 

In  reply  to  your  letter  would  say  that  on  any  shipments  of  petroleum  or  its 
products  forwarded  by  the  Standard  Oil  Company,  from  or  via  Western  New 
York  and  Pennsvlvania  Railway,  the  Standard  Oil  Company  have  not  and  are  not 
obtaining  any  advantage  in  any  way,  shape,  or  manner  as  compared  with  other 
shippers  of  petroleum  and  its  products.  The  shipments  of  the  Standard  Oil  Com- 
pany are  charged  exactly  the  same  rates  and  the  same  weights  as  the  shipments 
of  any  producer  or  refiner  between  the  same  points,  and  no  lower  rates  are  given 
the  Standard  Oil  Comx>any,  or  to  any  of  its  representatives,  or  through  any  other 
party,  either  through  tariff,  rebate,  underbiiling  in  quantity  or  in  weight,  or 
through  an^  device  whatever;  and  the  charses  on  such  shipments  against  the 
Standard  Oil  Company  have  been  ux)on  exactly  the  same  basis  between  the  same 
points  as  charged  any  other  refiner  or  producer  since  the  interstate-commerce 
law  was  put  in  force. 

If  it  is  desired  I  am  willing  to  appear  before  any  United  States  commissioner 
in  Buffalo  and  make  affidavit  to  the  above  facts. 

Yours,  truly,  Edward  T.  Johnson, 

General  Freight  Agent, 

Mr.  Howard  Page, 

S6  Broadway^  Neto  York  City. 


[The  Waliash  Railroad  Company.] 

St.  Louis,  August  18, 1899. 

Dear  Sir:  I  note  that  in  the  course  of  the  investigation  before  the  Industrial 
Commission,  during  May  and  June  of  this  year,  evidence  was  submitted  to  the 
effect  that  the  Standard  Oil  Company  had  received  advantages  in  the  shipment  of 
petroleum  and  its  products  as  compared  with  other  oil  shippers. 

I  do  not  understand  that  specific  reference  was  made  to  any  railroads  thus  favor- 
ing the  Standard  Oil  Company,  but  I  would  like  to  testify  in  defense  of  the 
Waba^  Railroad  Company  that  we  have  not  contributed  in  a  discriminatory 
manner  to  the  Standard  Oil  Company,  and  that  we  have  not  since  April  5, 1887— 
when  the  interstate-commerce  law  became  effective — deviated  from  our  published 
tariffs  in  the  way  of  rebates  or  irregpilar  departure  from  said  tariff  in  a  single 
instance  in  the  handling  of  shipments  of  the  Standard  Oil  Comnany.  We  have 
had  but  one  tariff,  which  applies  alike  to  all  oil  shipments  handled  by  the  Wabash 
Railroad  Company  from  that  period  up  to  the  present  time. 

Yours,  truly,  S.  B.  Knioht, 

General  Freight  Agent. 

Mr.  Howard  Page, 

Standard  OH  Company,  20  Broadway,  New  York. 


[Union  Pacific  Railroad  Company,  office  of  president.] 

Omaha,  Nebr.,  Avgust  BS,  1899. 

Mt  Dear  Sir:  Returning  to  Omaha  after  an  absence,  I  find  your  letter  of  the 
15th  instant. 

In  reply  permit  me  to  say  that  as  far  as  my  personal  knowledge  is  concerned, 
and  from  all  the  information  I  am  able  to  obtain  from  other  officers  of  this  com- 
pany, the  Standard  Oil  Company  has  at  all  times  since  the  passage  of  the  inter- 
state-commerce act  evinced  the  strongest  disposition  to  cooperate  heartily  with 
the  railroads  to  the  extent  of  paying  fair  and  reasonable  rates  for  transportation 
of  all  of  its  products.  I  am  unaware  that  the  Standard  Oil  Company  has  been  in 
any  manner  afforded  lower  rates  of  freight  than  the  tariffs  open  to  and  offered 
for  the  carriage  of  like  products  for  any  other  shippers  of  oil  over  this  company's 
lines. 

Yours,  truly, 

Horace  G.  Burt,  President. 

Mr.  Howard  Page, 

Standard  Oil  Company,  New  York  City. 
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[Northern  Pacifltr  Kailway  Company,  ofllco  of  the  president,  St.  Piral.  Miim.] 

New  York,  August  iJ,  JS99. 

Dear  Sir:  In  reply  to  your  favor  of  Angnist  15, 1  take  pleasure  in  eayin^  tiiat 
80  far  as  the  Nortnem  Pacific  road  is  concerned  it  has  not  in  any  way  allowed 
you  anv  rebate  or  concession  on  yonr  shipments  of  oU  as  compared  with  any 
other  shipper  of  oil  between  the  same  noints:  and  there  is  no  arran|;ement  or 
understanaing.  expressed  or  implied,  by  which  yon  receive  any  concession  or  con- 
sideration not  open  to  every  other  shipper  of  the  same  commodities  between  the 
same  points  npon  onr  line. 

The  same  is  also  tme,  so  far  as  I  can  recall,  with  regard  to  the  relation  of  yonr 
company  with  the  New  York,  New  Haven  and  Hartford  Baihroad,  dnnng  the  time 
I  was  connected  with  the  same  as  second  vice-president,  in  charge  of  its  traffic 

Yonrs,  truly, 

O.  S.  Mrllen,  President. 

Mr.  Howard  Page, 

;?(?  Broadway^  New  York  City. 


[SonUiem  Railway  Company,  offloe  of  the  traffic  manager.] 

Washington,  D.  C,  August  f /,  1899. 

Dear  Sir:  Replying  to  Voor  favor  of  the  15th  instant:  Since  the  organization 
of  the  Southern  Railway  Company  I  have  been  in  c)iarge,  as  traffic  manager,  of  its 
traffic  interests,  including  the  establishment  andpromul^tion  of  all  rates  used 
by  it  in  the  transportation  of  iiassengers  and  freight  over  its  line  of  railway,  and 
I  am  prepared  to  sav,  unhesitatingly  and  without  qualification,  that  the  Soutjiem 
Railway  Comjftmy  has  at  no  time  given  to  the  Standard  Oil  Company,  or  any  of 
its  representatives,  any  lower  rates  of  freight  in  the  carriage  of  shipments  made 
by  that  company  over  our  rails,  either  by  direct  tariff,  refund,  or  otherwise,  than 
to  any  other  shippers  of  similar  commooities. 

Our  rates,  as  issued  from  time  to  time,  are  published  and  filed  with  the  Inter- 
state Commerce  Commission,  and  with  the  several  commissions  of  States  traversed 
b^  the  Southern  Railway,  and  the  Standard  Oil  Company  has  in  no  instance  been« 
given  the  benefit  of  anything  less  than  the  rates  so  published  and  filed  with  these 
commissions,  and  which  are  the  same  figures  as  are  charged  all  other  shippers  of 
petroleum  and  its  products. 

The  policy  pursued  by  the  Southern  Railway  Companv  is  to  treat  all  of  its 
patrons  alike,  and  to  fully  observe  its  obligations  under  the  law,  and  this  policy 
applies  as  well  to  shipments  of  petroleum  as  to  other  classes  of  freight  between 
pomts  on  our  line. 
Yours,  truly, 

J.  M.  CuLP,  Traffic  Manager, 

Mr.  Howard  Page, 

26  Broadtvay,  New  York. 


[St.  Louis  and  San  Prancisc'o  Railroad  Company.] 

St.  Louis,  Mo.,  August  j?5,  1899. 

Dear  Sir:  Absence  from  home  has  prevented  an  earlier  reply  to  yours  of  the 
15th  instant. 

Since  the  passage  of  the  interstate  commerce  law  there  has  been  no  time  that 
the  Standard  Oil  Company,  or  an^  of  its  subordinate  companies,  have  enjoved 
any  lower  basis  of  rates  on  the  business  handled  by  our  line  than  that  which  has 
been  charged  all  other  oil  companies  doing  business  with  us.  This  statement  is 
made  absolutely,  and  without  qualifications  of  any  kind  or  character. 

In  all  of  our  dealings  with  the  Standard  Oil  Company  we  have  found  it  to  be 
the  rule  that  they  have  never  in  any  instance  asked  us  for  any  lower  basis  of 
rates  than  was  enjoyed  by  any  other  company. 
Yours,  very  truly, 

D.  B.  Robinson,  President. 
Howard  Page, 

Standard  OU  Company,  New  York  City. 
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[Southern  Pitcific  Company.    Office  of  the  third  vice-president.] 

San  Francisco,  August  S3, 1890. 

Dkar  Sir  :  I  am  in  receipt  of  yonr  letter  of  Augnst  15,  in  which  you  refer  to 
the  Industrial  Commission  which  recently  met  in  Washington,  and  before  which 
appeared  a  nxmiber  of  oil  {producers  and  refiners,  who  testified  generally  that  it 
was  their  belief  that  the  railroads  of  the  United  States  were  giving  the  Standard 
Oil  Company  and  its  interests  many  advantages  on  its  shipments  of  petroleum 
and  its  products  as  compared  with  those  of  other  oil  shippers. 

I  respond  to  your  invitation  to  state  the  facts  bearing  upon  this  question  in  its 
relation  to  the  Southern  Pacific  Company,  not  onl^  because  I  believe  the  Standard 
OQ  Company  is  entitled  to  it,  but  I  believe  that  it  is  my  duty  to  my  own  com- 
X>any  ana  to  the  railroad  interests  of  the  United  States  tnat  these  facts  should  be 
published. 

Since  the  passage  of  the  interstate  commerce  law,  the  Standard  Oil  Company 
has  not  solicited  nor  received  from  the  Southern  Pacific  Company  any  lower  rate 
of  freig^ht  for  the  transportation  of  oil  or  of  the  products  of  petroleum,  or  any- 
thinK  else  in  which  the  Standard  Oil  Company  deals,  than  the  lawf  tU,  published 
tariff  rates,  which  at  the  same  time  were  given  to  every  other  shipper  of  like 
commodities  for  similar  and  contemporaneous  service,  nor  has  the  Standard  Oil 
Company,  in  its  use  of  the  transportation  lines  of  the  Southern  Pacific  Company, 
employed  any  device  such  as  misrepresentation  of  the  contents  of  packages  or 
cars  or  under-billing  in  weights  in  order  to  avoid  the  tariff  or  to  gain  advantages 
over  its  competitors.    I  say  that  the  Standard  Oil  Company  has  not  employed 
these  devices  because  it  has  not  been  detected  in  any  such  attempts,  and  our 
system  of  inspection  has  been  such  that  I  do  not  believe  such  attempts  could 
lu&ve  escaped  detection.    In  other  words,  according  to  my  observation  and  expe- 
rience, and  I  have  full  knowledge  of  its  transactions  with  the  Southern  Pacific 
Company,  the  Standard  Oil  Comx>any  has  obeyed  the  law  in  its  spirit  as  well  as 
letter. 

Yours,  truly,  J.  C.  Stubbs, 

Third  Vice-President. 

Mr.  Howard  Page, 

Standard  Oil  Company,  26  Broadway,  New  York, 


[The  Iiake  Shore  and  Michigan  Southern  Railway  Company.] 

Cleveland,  Ohio,  AuguM  17, 1899. 

Dear  Sir:  Replying  to  your  favor  under  date  15th,  relating  to  rates  charged 
Standard  Oil  Comx>any  on  traffic  as  compared  with  charges  on  similar  traffic  from 
other  shippers. 

The  Lake  Shore  Company  does  not  now,  and  has  not  heretofore,  so  far  as  can 
be  ascertained  from  the  records  for  a  period  of  years,  charged  the  Standard  Oil 
Company  any  less  rate  per  hundred  pounds  on  its  property,  whether  oil  or  prod- 
ucts, in  tanks  or  barrels,  carloads  or  less,  than  charged  to  the  trade  in  general  on 
such  property;  In  other  words,  the  Standard  Oil  Company  has  not  received  any 
lower  rates  on  the  vast  traffic  handled  by  that  company  than  other  shippers  of  the 
same  commodities,  regardless  of  quantity. 

I  would  further  state  that  the  Standard  Oil  Company,  nor  its  representatives, 
have  at  any  time  asked  that  we  give  them  any  form  of  concession,  but,  on  the 
other  hand,  have  insisted  that  the  full  authorized  tariff  rates  be  charged  on  its 
shipments,  and  that  all  other  shippers  of  similar  commodities  be  treated  likewise. 

The  conditions  in  that  respect  do  not  differ  from  the  practice  during  the  time 
I  was  connected  with  the  Chicago  and  Northwestern  Railway,  as  the  Standard 
Company  insisted  then,  as  it  does  now,  on  application  of  the  tariff  rates  on  all 
shipments  of  petroleum  and  its  products. 
Very  respectfully,  yours, 

W.  H.  Newman,  President. 

Mr.  Howard  Page, 

Vice-President  Standard  Oil  Company,  New  York  City, 
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[New  York  CentnJ  and  Hadson  River  Railroad  Company,  Grand  Oentxal  Statioa.] 

New  York,  August  17, 1S99. 

Dear  Sir:  Referring  to  yonr  letter  of  the  15th  instant,  yoM  may  state  explicitly, 
for  this  company,  and  alno  for  the  Lake  Shore  and  Michigan  Sonthem  Railway 
Company,  of  which  I  was  president  and  am  now  a  director,  that  no  discrimination 
in  the  matter  of  rat€s  has  l)een.  since  the  passage  of  the  interstate  law,  extended 
in  favor  of  the  Standard  Oil  Company  over  either  of  these  linee.  So  far  as  my 
knowledge  goes,  no  applicaticm  has  ever  been  made  by  any  of  the  officers  of  the 
Standard  Oil  Company  for  any  discriminating  rate. 
Yours,  trnly, 

S.  R.  Callaway,  President, 
Mr.  Howard  Page* 

The  Standard  Oil  Company ,  New  York  City. 


[Ponnsy?yania  Railroad  Company,  General  Office.] 

Philadelphia,  August  S8, 1899. 

MT  Dear  Mr.  Page:  In  reply  to  yonr  inquiry,  in  which  you  call  my  attention 
to  statements  in  the  newspapers  relating  to  the  mquiry  of  the  Industrial  Commis- 
sion, in  which  statements  witnesses  sa^  that  the  railroad  companies  pay  rebates 
to  the  Standard  Oil  Company  and  i)ermit  preferences  by  under-ganging  tank  cars 
and'by  paying  fictitious  prices  for  oil  supplies.  I  beg  to  say  that  if  said  assertions 
are  meant  to  apply  to  this  company,  in  its  relation  to  the  Standard  Oil  Company, 
they  are  wholly  groundless  and  without  foundation  in  fact. 
Yours,  tnuy, 

W.  H.  Joyce, 
Freight  Tr^Jffic  Manager, 
Mr.  Howard  Page, 

£6  Broadivay,  New  York  City. 


NO  preferential  relations  since  1887.      DISCRIMINATIONS  INJURED  THE 

STANDARD. 

Q.  (By  Mr. Smyth.)  You  state  very  plainly  that  there  were  no  rebates  or 
advantages  in  rates  given  to  the  Standard  Ou  Company.  Have  you  been  given 
any  advantages  with  reference  to  quicker  movement  of  freight — immediate  dis- 
patch?— ^A.  None  that  I  am  aware  of. 

Q.  You  have  not  asked  for  any? — A.  We  have  not  asked  for  any.  I  do  not 
know  of  anv  such  preferential  arrangements. 

(^.  (B^  Mr.  Jenks.  )  Is  this  a  general  statement  you  make  that  covers  the  entire 
period  smce  the  passage  of  the  interstate  commerce  law? — A.  Yes. 

Q.  That  the  Standard  Oil  Company  has  in  no  way  had  any  preferential  rela- 
tions in  freights? — A.  That  is  my  answer. 

Q.  Preferential  relations  would  seem  to  cover  it?  With  reference  to  thc^  period 
immediately  preceding  that,  you  state  that  before  that  time  for  some  years  the 
freight  rates  to  all  large  shippers  were  made  by  special  contract,  and  that  you 
did  have  special  rates  then? — ^A.  Yes. 

Q.  Did  I  understand  yoii  to  say  further  that  so  far  as  the  Standard  Oil  Com- 
pany was  concerned  the  prices  to  consumers  were  based  upon  freight  rates  in 
part,  so  that  consumers  received  the  benefits  of  any  benefits  you  had? — ^A.  I  make 
that  statement  very  broadly. 

Q.  You  make  that  statement  very  broadly,  then,  that  the  Standard  Oil  Com- 
pany did  not  receive  any  benefit  in  preferential  rates? — ^A.  On  the  other  hand,  I 
think  the  old  system  in  vogue  among  the  railroads  prior  to  the  passage  of  the 
interstate-commerce  law  was  altogether  contrary  to  the  interests  of  the  Standard 
Oil  Company.  I  repeat  again  that  the  strongest  evidence  of  that  lies  in  the  state- 
ment that  I  have  made  here,  that  the  greatest  prosperity  has  come  since  the 
passage  of  the  interstate-commerce  law. 

O.  (By  Representative  Livingston.  )  In  your  answer  a  moment  ago  you  said. 
'  *  Not  in  any  way  covered  by  interstate-commerce  law.  '* '  Are  you  ge^ng  rebates 
in  any  way  not  covered  by  this  law? — A.  We  are  not.  There  may  be  local  ship- 
ments, as  between  some  points  within  a  State  where  tariffs  are  not  isssued,  that 
I  am  not  familiar  with  at  all,^  but  not  to  my  knowledge  in  any  way  that  would 
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clebar  anv  other  shippers  in  the  same  business,  if  there  was  another  shipper  there, 
liaving  tne  same  thing. 

Q.  There  is  some  specific  testimony  that  in  some  place  on  the  Pennsylvania 
Central,  between  two  given  points,  the  char^  on  a  tank  of  oil  was  $1.80,  and 
that  the  Standard  Oil  Company  got,  or  the  railroads  gave  back,  the  80  cents  and 
put  the  |1  into  their  treasury,  and  with  the  independent  company  kept  the  whole 
91.80. — ^A.  I  do  not  know  of  any  such  case. 

Q.  Would  that  be  a  violation  of  the  interstate-commerce  law?— A.  If  within 
the  State  it  might  not  be:  but  I  have  never  heard  of  any  such  case  as  you  say. 

O.  You  say  they  charge  them  all  the  same  rates?— A.  Every  shipper  could  have 
had  the  same  thing.  To  my  own  knowledge  I  do  not  know  of  the  case  you  spe- 
cifically refer  to. 

Q.  (By  Mr.  Farquh  ar.  )  Are  there  not  many  railroads  not  under  the  interstate- 
commerce  law,  whose  lines  are  within  a  State,  and  which  are  not  in  the  inteistate- 
commerce  business? — A.  There  may  be,  but  I  do  not  know.  I  do  not  know,  on 
our  x^rt,  of  any  arran^[ement  that  would  be  exclusive  in  connection  with  any 
such  railroad,  if  there  is  such. 

Q.  (By  Mr.  Jenks.)  Have  you  any  further  reference  to  make  to  this  freight 
question? — ^A.  I  think  that  is  all. 

<^.  (By  Mr.  Kennedy.)  In  one  of  these  letters  your  correspondent  spoke  of  your 
policy  in  refusing  rebates.  Have  any  of  the  railroad  companies  offered  the  Stand- 
ard Oil  Company  rebates  in  consideration  of  securing  their  business?— A.  Well, 
that  would  be  a  verv  difficult  question  for  me  to  go  into.  That  the  Standard  Oil 
Company  during  the  past  10  or  11  years,  since  the  passage  of  the  interstate- 
commerce  law,  have  not  secured  large  amounts  of  rebates  is  true;  but  that  they 
may  have  been  offered  rebates  at  times  is  undoubtedly  true;  but  I  have  no  specific 
cases  to  state.  It  is  one  of  our  duties  to  keep  looking  after  our  competitors  a 
little  bit,  and  we  are  so  shining  a  mark  we  could  not  if  we  were  so  disx)osed,  but 
we  would  not,  even  if  we  could  and  if  we  were  desirous,  which  we  are  not. 

O.  (By  Mr.  Smyth.  )  You  state  positively  that  you  did  not  accept  them  in  general 

and  have  not  accepted  them? — A.  We  have  not  and  do  not  expect  to  accept  them. 

Q.  rBy  Mr.  Jenks.)  Your  statement  applies  also  to  your  shipments  within  a 

Stater — A.  Yes;  and  I  speak  of  them  in  a  general  way— that  we  have  no  rates  that 

would  debar  any  other  shippers  from  the  same  basis. ' 

Q.  (By  Mr.  Farquhar.  )  Under  the  old  rule  of  special  contracts,  is  it  or  is  it  not 
a  fact  that  the  Standard  or  any  other  great  company  never  needs  to  solicit  special 
contracts  from  great  roads,  but  that  the  railroads,  competing  among  themselves, 
offer  the  shipping  contracts  and  then  cut  below  their  origmal  contracts  them- 
selves?—A.  Unauestionably. 

Q.  That  was  the  character  of  all  traffic  business  before  the  interstate-commerce 
bill?— A.  It  was. 

Q.  (By  Mr.  Smyth.)  That  was  proved  by  the  case  of  the  Pennsylvania  Railroad 
you  have  spoken  of  when  you  shipped  by  the  Erie  Canal?  ( Question  not  answered. ) 
Q.  (By  Mr.  Phillips.  )  Do  we  understand  you,  Mr.  Arch  hold,  that  large  shippers 
never  solicited  low  rates— that  they  were  always  solicited  on  the  part  of  the  rail- 
roads?— A.  I  answered  that  question  by  saying  that  a  business  as  large  as  ours  is 
soufl^ht  for  by  railroads.  I  do  not  say  other  shippers  do  not  solicit  rates;  I  have 
no  doubt  they  secure  them. 

Q.  (By  Mr.  Jenks.)  In  one  of  the  letters  you  read  a  statement  was  made  to  this 
effect— that  the  Standard  Oil  Company,  by  not  asking  for  rebates  and  adhering 
strictly  to  the  established  or  published  freight  rates,  had  aided  in  keeping  the 
freights  up.  Is  it  your  opinion  that  the  raOroads,  generally  speaking,  feel  that 
the  Standard  Oil  (3omi)any  is  aiding  them  in  keeping  their  freights  up,  so  as  to 
make  them  good  paying  railroads? — A.  That  is  true,  and  the  railroads  will  say  so 
if  they  are  frank  enough  to  say  so.  Any  of  you  who  have  contracts  with  the 
great  railroads  in  this  country,  if  you  will  talk  with  them  on  that  subject,  will 
nnd  that  to  be  the  case. 

Q.  (By  Mr.  Phillips.)  How  will  keeping  the  rates  up  affect  the  general  pub- 
lic? Is  that  in  their  interest? — A.  It  is  to  the  interest  of  the  general  public  to 
have  a  uniformity  of  rates  under  the  interstate-commerce  law,  as  the  public  con- 
sider it. 

Q.  (By  Mr.  Smyth.)  You  are  in  favor  of  the  interstate-commerce  law?— A.  I 
am,  most  decidedly.* 

Q.  (By  Mr.  Ratchford.)  Mr.  Archbold  has  made  himself  very  clear,  I  think, 
on  the  question  of  rebates  on  the  shipments  of  the  Standard  Oil  Company.  We 
have  received  specific  testimony  to  the  effect  that  the  Standard  Oil  Company 
received  rebates  from  the  shipments  of  other  companies.  What  do  you  know  of 
that?— A.  I  will  treat  on  all  that  matter  later  if  you  will  allow  me. 
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THE  (H)NSUlfERS  GOT   ALL  REBATES  AND  MORE. 

Q.  (By  Mr.  Phillips.)  Yoa  stated,  if  the  Chair  remembers,  that  rince  the  nats- 
sage  of  the  interstate-commerce  law  year  profits  have  been  greater  than  tiieir 
were  prior  to  that.  Now,  was  that  due  to  the  passage  of  the  interstate-commerce 
law,  or  on  account  of  the  larger  business  and  less  competition?-~A.  Well,  I  think 
that  one  of  the  causes — a  number  of  causes  may  have  combined  in  the  ^;rowth  of 
the  business—  but  one  of  the  causes  is  the  better  settled  condition  of  business  inci- 
dent to  the  passage  of  the  interstate-commerce  law.  I  think  that  my  assertion 
that  the  consumer  was  g^ven  cut  rates  of  freight  is  not  only  true,  but  that  the 
effect  was  greater  than  I  have  stated  it;  for,  m  the  strain,  the  anxiety,  tiiat  die 
manufacturer  was  necessarily  under  lest  his  neighbor,  his  comx)etitor.  might  get 
a  lower  rate  than  he  was  getting,  they  were  always  all  very  anxious  sellers  of  oS\, 
I  think  that  oftentimes  the  price  was  made  lower  than  it  needed  to  be  becaxtse  of 
the  belief  or  expectation  that  lower  rates  of  freight  were  either  prevailing  or 
m^ht  prevail.    1  think  the  business  was  sacrificed  on  that  account. 

Q.  But  you  do  not  wish  to  leave  the  impression  that  your  greater  income  or 
greater  profits  are  due  to  the  interstate-commerce  law? — ^A.  Oh,  no;  business  has 
grown. 

Q.  And  comi^tition  has  not  been  so  great? — A.  Oh,  I  think  competitiou  has 
been  quite  as  vigorous. 

PRICES  OF  REPINED  OIL  IN  NEW  YORK,  AND  OF  CRUDE,  IN  1896. 

Mr.  Lee  made  the  statement,*  as  to  the  course  of  prices  for  domestic  refined 
oil  for  New  York,  or  Greater  New  York,  during  the  period  from  March,  1896,  to 
July,  1898. 1  think  it  was,  that  the  Pure  Oil  Company,  the  companv  with  which 
he  IS  related,  having  made  its  advent  in  the  iharket  of  Greater  New  York  in 
March  of  1896,  found  the  price  which  we  were  charging  to  the  people  of  that  great 
metropolis  to  be  9^  cents  a  gallon,  and  that  because  of  their  advent  and  of  their 
supposed  competition  we  dropped  the  prices  on  them  until  in  July  of  the  same 
year  it  was  5i  cents.  He  spoke  of  this  not  only  as  illustrating  our  method  of  attack 
as  against  the  competitor,  but,  I  believe,  clauned  some  credit  from  the  people  of 
Greater  New  York  to  the  Pure  Oil  Company  because  of  their  advent  there.  I 
will  read  from  the  list  prices  of  the  period  named  as  they  prevailed  at  the  time 
and  show  that,  to  all  the  trade  in  Greater  New  York  ana  its  vicinity,  in  March, 
1896,  our  selling  price  averaged  for  the  month  7.08  cents,  as  against  his  statement 
of  9i  cents. 

Q.  In  that  immediate  territory?— A.  In  that  immediate  territory. 

Q.  (By  Mr.  Philups.)  Was  that  immediately  before  or  at  the  time  of  the 
advent  of  the  Pure  Oil  Company? — A.  Their  advent  there  was  in  March,  accord- 
ing to  his  statement. 

Q.  Can  you  give  us  the  statement  of  the  month  prior  to  that? — A.  I  made  it 
only  for  the  period  covered  by  him  in  his  testimony.  I  can  give  you  the  other. 
And  I  will  also  quote  from  that  statement  as  showing  the  relation  between  the 
two— the  crude-oil  prices  as  they  prevailed.  In  March  the  average  price  of  crude 
oil  per  barrel  of  42  gallons  at  the  wells  was  $1.42.  In  April  our  price  was  7.31 
cents,  the  average  price  of  crude  oil  being  11.22.  In  May  the  average  price  of 
refined  was  6.94  cents,  and  the  average  price  of  crude  was  $1.14.  In  June  the 
average  price  of  refined  was  6.72  cents,  and  the  price  of  crude  $1.15.  In  July,  the 
average  price  was  6.28  cents,  and  the  price  of  crude  $1.09.  It  is  only  an  illustra- 
tion of  the  carelessness  which  marks  the  statements  which  our  competitors  ms^e, 
with  reference  to  any  feature  of  the  business  in  which  they  want  to  make  a  point. 

Q.  (By  Mr.  Phillips.)  One  question  there;  did  you  sell  any  oil  in  March  as 
high  as  9  cents? — ^A.  I  give  the  average  prices. 

Q.  Was  there  any  other  selling  price? — A.  I  should  say  not,  because  there  could 
not  be  an  average  of  that. 

Q.  It  could  be  sold  at  10  or  11  cents  in  the  beginning  and  3  or  4  cents  at  the 
close? — A.  The  following  month  would  show  that. 

ANY  GREAT  VARIATION  IN  PRICE  IN  ANY  LOCAUTY  WOULD  BE  SPEEDILY  KNOWN 

AND  WOULD  BE  DISHONEST. 

Q.  (By  Mr.  Jenks.)  You  give  these  average  prices  for  Greater  New  York. 
The  statement  has  been  made  at  different  times  that  it  is  yodr  habit  in  dealing 
with  the  customers  of  competitors  to  find  out  the  individual  customers  and  make 
special  cut  rates  to  them.  It  might  easily  be,  therefore,  that  your  average  price 
would  be  what  you  have  given,  and  that  to  a  good  many  special  customers,  with 

1  See  p.  266.    bee  also  Mr.  Westgate,  p.  365. 
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^^hom  the  Pare  Oil  Comx>any  was  trying  to  deal,  it  wonld  be  5^  C6nt8?-^A.  I  can 
not  make  any  definite  statement,  but  I  would  reply  that  it  would  be  utterly 
iznx>068ible  for  us  to  have  any  great  variation  in  price  to  any  special  customers  in 
any  locality.  It  would  be  speedily  known,  and  it  would  be  dishonest,  and  I  want 
to  say  that  dishonesty  will  not  win  in  any  business.  We  have  got  our  hold  on 
the  trade  in  80  years  because  we  treated  the  trade  honestly  and  not  dishonestly. 

Q.  You  would  be  safe  in  saying  that  in  March,  1896,  no  oil  was  sold  to  any  cus- 
tomer for  less  than  6  or  6i  cents?— A.  Oh,  not  for  less  than  6f . 

RAILROADS  V.  U.  B.  PIPE  LINE— NO  FIOHT  OF  THE  STANDARD'S. 

Mr.  Lee  makes  a  statement  r^^arding  the  difficulty  of  his  pipe  line,  the  United 
States  Pipe  Line,  in  crossing  railroads  and  securing  right  of  way  to  the  seaboard, 
and  makes  a  general  statement  implying  that  we  have  instituted  and  carried  out 
great  obstruction  to  their  process  *  I  want  to  make  general  denial  of  this  state- 
ment. We  have  not  at  any  time  had  any  different  relations  with  reference  to 
any  obstruction  or  effort  at  obstruction  of  their  line  than  would  attach  to  any 
competitor  in  a  line  of  business  engaging  against  another.  With  reference  to  the 
special  features  referred  to  by  Mr.  Ijee,  and  which  he  attempts,  by  implication 
at  any  rate,  to  connect  us  with,  in  the  crossing  of  the  Delaware  and  Lackawanna 
Railroad  in  New  Jersey,  I  want  to  say  that  uie  contention  in  that  respect  was 
entirely  at  the  hands  of  the  railroad,  and  not  at  our  hands  in  any  possible  respect 
They  went  there  surreptitiousl^r  and  endeavored  to  force  their  way,  on  a  Sunday, 
over  a  line  where  they  nad  no  right,  either  bv  nriyate  i>urchase  or  by  jiublic  fran- 
cbise.  Having  accomplished  the  crossing  of  the  road  in  that  surreptitious  way, 
they  stationed  there  an  armed  force  to  prevent  the  railroad  company  from  assertiiig 
its  rights  and  taking  out  their  lines,  and  kept  that  force  there  for  a  long  perioo. 
The  railroad  went  about  it  in  a  peaceful  way,  in  the  courts,  and  the  final  result 
is  that  the  decision  is  against  the  line,  after  the  case  has  been  carried  up  finally  to 
the  supreme  court  of  the  State,  and  they  must,  of  course,  remove  their  line.  But 
any  statement  on  Mr.  Lee*s  part,  or  any  other  witness,  that  we  had  anything  to 
do  with  that  matter,  or  with  reference  to  any  of  the  difficulties  interposed  in  tineir 
progress  to  the  seaboard,  is  absolutely  false. 

Q.  (By  Mr.  Phillips)  Did  vour  company  own  in  fee  simple  the  tract  of  ground, 
and  was  a  roadway  reserved  by  the  landholder?  Was  that  purchased  by  them?— 
A.  It  was  not  my  case,  and  I  am  not  conversant  with  the  details  regarding  it.  The 
fact  that  after  having  been  fought  in  the  newspapers  and  in  the  courts  for  a  term 
of  years,  seeking  the  sympathy  of  the  jud^  as  well  as  the  public,  the  supreme 
court  of  the  State  has  ruled  against  them  is  the  best  evidence,  I  think,  tbat  the 
right  was  against  them.  I  want  to  .say  with  reference  to  our  pipe  lines,  that  we 
never  endeavored  to  cross  any  man's  rigbt  of  way  without  first  seeing  him  about  it. 

9-  Still  did  they  not  go  through  the  railroad  on  their  own  ground,  and  was  not 
this  the  final  decision,  that  they  had  not  the  right  to  lay  a  pipe  line  where  a  man 
had  reserved  a  right  of  way  under  the  ground? — A.  It  was  not  only  decided  that 
they  had  no  right  there,  but  they  were  ordered  to  remove. 

THE  STANDARD  NEVER  HAD  SO  LOW  A  FREIGHT  RATE. 

I  want  also  to  present  a  statement  showing  the  rate  of  freight  which  Mr.  Lee's 
United  States  Pipe  Line  enjoys  from  the  Central  Railroad  oi  New  Jersey  on  the 
crude  oil  and  refined  oil  also  transported  over  that  line  from  the  terminal  point 
of  their  pipe  line  to  the  seaboard;  it  bein^  a  lower  freight,  I  think,  than  the  Stand- 
ard Oil  Ck)inpany  ever  had  for  an  equal  distance  at  any  time  in  the  history  of  their 
business.    (Witness  here  reads  a  letter  from  the  Central  Railroad  of  New  J  ersey . ) 

Central  BaUroad  of  New  Jersey's  rate  to  United  States  Pipe  Line,  Hampton  Junc- 
tion, N,  J.,  to  Bayonne,  N,  J, 

[Distance,  60^  miles;  mileage, }  cent  each  way,  equals  78  cents  per  car;  empty  car  returned  free. 
Weight  per  gallon,  cmde  oil,  6}  pounds;  refined  oil,  6i  ponnas.] 


Cmde.. 
Refined 


Rate  per 

barrel  of  501 

gallons. 


o.ooee 

.0709 


Actaal 
weight  per 

barrel  of 
fiO  gallons. 


333 

325 


Rate  per 
100  pounds 


0.0006 
.02366 


Rateper 

car  ori20 

barrels. 


18.20 
9.22 


Rate  per 
car,  less 
mileage. 


17.42 
8.44 


1  See  p.  287.    Compare  also  the  testimony  of  Mr.  Phillips,  p.  503;  Mr.  Emery,  pp.  660-865;  Mr. 
Boyle,  p.  486. 
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The  above  shows  that  this  oil  is  being  carried  5!^  miles  in  tank  cars,  averaging 
120  barrels  or  20  tons  to  the  car,  at  a  gross  average  revenue  to  the  railroad,  on  the 
crude  and  refined  oil,  of  $7.93  per  car,  and  out  of  this  revenue  the  railroad  returns 
the  empty  car  free.* 

The  contract  between  the  railroad  and  the  {ripe  line  is  for  100  years  from  Jan- 
uary 1, 1894,  and  provides  for  various  rates  from  different  points  along  the  line  of 
the  Central  Railroad  of  New  Jersey  to  tidewater.  The  oil  is  now  (and  has  been 
for  three  years)  shipped  from  Hampton  Junction,  and  the  above  rates  are  being 
paid. 

The  contract  further  provides  the  right  upon  the  x>art  of  the  Pipe  Line  Com- 
pany to  abrogate  the  arrangement  upon  5  years*  notice  at  any  time  during  the 
100  years.    The  railroad  has  no  right  to  cancel,  excepting  for  violation  of  lease. 

Q.  (By  Mr.  Smyth.)  The  lease  is  on  record? — A.  Yes;  it  would  seem  that  if 
there  ever  was  a  preferential  contract,  that  is  one  of  them. 

Q.  (By  Mr.  Jenks.)  You  say  this  is  on  record? — ^A.  It  is  not  a  lease;  it  is  a 
contract. 

Q.  (By  Mr.  Phillips.  )  You  do  not  assume  to  say  that  it  is  an  illegal  contrai-t?— 
A.  I  am  not  a  lawyer;  I  am  not  passing  on  the  legality  of  the  question. 

EFFORTS  TO  BUY  OUT  THE  INDEPENDENTS— ADVANCES  FROM  THE  OTHER  SIDE. 

Mr.  Lee  claims  at  great  length  and  with  great  x>articularity  that  we  have  at 
different  times  done  our  best  to  buy  them  out,  offering  them  large  inducements 
in  the  way  of  extraordinary  nrices  for  their  properties,  and  have  done  our  best  to 
get  them  out  of  the  business  by  purchase.*  I  want  to  say  that  any  approaches  on 
that  line  that  have  been  made  have  come  from  Mr.  Lee^s  side  to  us;  and  I  want 
to  say,  now  that  he  has  forced  the  question,  that  approaches  of  that  kind  have 
been  made  by  pretty  nearly  every  person  in  connection  with  his  companv,  every 
prominent  person  in  connection  with  his  company,  at  various  times,  including  not 
only  Mr.  Lee,  but  Mr.  Phillips,  Mr.  Nichols,  Mr,  Mui'phy,  Mr.  Jennings,  Mr.  King, 
and  Mr.  McDonald,  and,  as  I  said,  pretty  much  every  gentleman  prominent  in  the 
affairs  of  that  company.  I  want  to  say  further  that  we  have  persistently  declined 
the  considering  of  any  such  combination  with  them  on  the  ground,  ffrst,  as  we 
have  said  to  them  at  various  times,  of  its  illegality;  and.  second — ^and  this  would 
have  been  enough  in  itself — our  unwillingness  to  enter  into  any  business  relations 
^nth  them  because  of  our  lack  of  faith  in  them.  We  have  had  experience  with 
the  gentlemen,  different  ones  of  them,  at  different  times,  and  we  should  have 
known  if  there  had  been  no  legal  difficulty  in  the  way  of  such  combination  that 
it  was  impossible  for  us  to  enter  into  any  such  relation  with  them.'  I  am  making 
the  broadest  possible  denial  to  Mr.  Lee*s  statement  that  we  have  frone  after  tiiem 
with  reference  to  their  purchase  or  combination:  and  I  am  making  in  return  a 
statement  that  they  have  up  to  this  very  day,  within  the  period  of  your  sitting 
here,  approached  us  on  this  question. 

Q.  (By  Mr.  Phillips.)  Do  you  mean  to  include  all  of  them? — ^A.  I  mean  to 
include  the  gentlemen  I  have  named  and  others  I  have  not  named.  ^ 

Q.  Have  any  persons  or  any  agent  or  gentleman  from  whom  you  bought  prop- 
erty approached  individual  members,  coming  direct  from  your  office,  to  solicit  the 
selling  of  an  interest  to  you? — A.  No;  I  say  broadly  that  the  approaches  have 
been  made  from  your  side,  and  the  answer  is  as  broad  as  I  can  make  it.* 

Q.  You  have  no  knowledge  of  a  person  coming  from  your  office  after  soliciting 
you  to  make  a  transaction  with  these  people? — A.  I  have  knowledge  of  jjersons 
couiing  to  our  office  who  came  there  at  the  instance  of  different  i)eople  in  that 
c  )imection,  to  raise  a  question  about  it;  you  came  there — many  of  them — ^if  that  is 
what  you  mean. 

THE  INDEPENDENTS  PROPOSED  A  DIVISION  OP  THE  BUSINESS. 

Q.  Was  not  that  to  have  a  stop  put  to  the  litigation  that  was  going  on  in  New 
Jersey,  and  to  have  a  right  to  hve  as  a  company? — ^A.  I  do  not  know  what  you 
mean  by  that. 

(By  Mr.  Rogers.)  May  I  have  the  privilege  of  prompting  Mr.  Archbold? 

(By  Mr.  Phillips.)  Certainly,  you  nave  the  privilege. 

(By  Mr.  Smyth.)  1  think  so,  certainly. 

(By  Mr.  Phillips.)  Any  information  of  that  kind  is  entirely  admissible. 

( After  talking  with  Mr.  Rogers. )  A.  I  answer  broadly  again,  after  conference 
with  Air.  Rogers,  that  we  have  never  sent  anybody  for  any  purpose. 

» Compare  Mr.  Phillips,  p.  flOl ;  Mr.  Emery,  p.  653. 

"  See  pp.  270,  271.    Compare  Mr.  Westffate,  pp.  370, 382. 

'  Compare  the  testimony  of  Mr.  Phillms,  pp.  50a,  SW. 

«  See  Mr.  Phillips,  p.  584. 

*See  Mr.  Westgate,  pp.  ;:.7(),  371. 
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Q.  (By  Representatiye  Ltvikoston.)  Those  propositioiis.  were  they  written  or 
▼eroai? — A.  Oh,  no;  they  were  all  oral.  Yon  do  not  get  that  company  into  mak- 
ing written  propositions;  they  are  too  crafty. 

Q.  (By  Mr.  Philxips.)  Do  you  say,  Mr.  Archbold,  that  you  were  approached 
by  a  large  per  cent  of  those  i)erson8  in  an  unfair  and  unjust  way? — A.  Oh,  I  did 
not  say  so;  I  do  not  say  so.  It  may  have  been  entirely  fair  and  just  in  their 
view;  but  their  proposition,  in  our  view,  was  illegal  and  not  to  be  entertained. 

Q.  Was  not  that  after  you  had  purchased  a  large  amount  of  stock,  a  controlling 
interest,  in  the  Producers'  Oil  Company,  Limited,  and  also  purchased  a  larp^e 
amount  of  the  United  States  Company's  stock,  and  was  it  not  to  make  some  fair, 
honorable,  and  just  contract  that  would  leave  these  companies  the  privilege  of  living 
and  doing  business  years  ago  when  they  were  very  badly  crippled  by  opposition 
from  the  Standard  Ou  Company ,  by  the  lowering  of  prices  of  oil  in  Europe  and  other 
places? — A.  Using  your  own  case,  Mr.  Philliiw,  as  an  illustration — and  you  can 
hardly  find  fault  with  that — I  do  not  think  that  at  the  time  you  came  to  Mr.  Rogers 
or  myself  you  raised  any  question  whatever  with  reference  to  any  possible  minor- 
ity ownership  in  any  of  these  companies.  What  you  and  they  proposed  was  sim- 
ply that  a  division  of  the  business  be  made,  so  that  you  would  havQ  a  percentage 
and  we  a  i^rcentage,  in  order  to  cooperate  in  the  marketing  of  the  oil  and  in  all 
that  pertamed  to  the  welfare  of  the  business;  is  it  not  so?  ^ 

Q.  W  as  it  not  to  get  the  privilege  of  handling  the  capacity  of  the  lines  then 
existing,  and  to  cease  further  opposition,  and  to  do  away  with  the  opposition 
which  was  very  badly  crippling  tnese  companies;  and  had  you  not  at  ^at  time 
lowered  the  price  of  oil  in  Germany,  so  as  to  make  it  entirely  unprofitame  to  the 
refiners?  They  lost  very  large  sums  of  money,  and  you  had  bought  out  a  per  cent 
of  the  refineries  that  were  engaged  in  these  independent  lines? — A.  Nothing  of 
the  kind  existed.  Our  business  was  entirely  satisfactory,  was  on  a  profitable  basis 
in  Oermany  and  elsewhere,  so  far  as  I  am  aware;  and  we  had  no  special  desire  that 
a  combination  should  be  made,  as  is  evidenced  by  the  fact  that  we  were  unwilling 
to  entertain  it.  And  I  now  further  state  that  we  were  unwilling  to  entertain  it 
not  only  because  of  its  illegality,  but  because  of  our  lack  of  faith  in  the  indi- 
viduals connected  with  it.    There  can  be  no  question  about  that.^ 

Q.  Well,  do  you  know  that  at  that  time  a  Mr.  Poth  was  managing  the  business 
of  the  independent  refiners  in  Germany?  Did  he  not  sell  out  to  the  Standard  Oil 
Company  the  tankage  procured  in  Germany,  so  that  these  companies  could  not 
do  business  ?  Did  they  not  have  to  reestablish  connections  and  send  agents  there, 
and  build  tankage  in  which  their  oil  could  be  received  and  distributed  in  Ger- 
many? For  a  number  of  years,  did  not  you  put  the  prices  there  so  that  there  was 
no  profit?  And  during  that  period  did  not  you  buy  out  some  of  the  largest  refin- 
eries that  were  connected  with  these  companies? — ^A.  My  answer,  Mr.  Phillips 
broadly  is  that  none  of  these  questions  have  anything  to  do  with  this  company, 
with  that  proposition.  You  came  to  us  seeking  these  propositions.  That  is  my 
statement  and  you  dare  not  deny  it.    That  is  true,  every  word  of  it. 

CHARACTER  OF  MEN  PROMINENT  IN  THE  STANDARD. 

In  answer  to  the  query  regarding  gentlemen  prominent  in  the  Standard  Oil 
Company,  Mr.  Lee  saw  fit  to  speak  of  them  in  a  most  depreciatory  way.'  It  is 
not  amiss  for  me  to  ask  these  gentlemen  to  think  for  a  moment  of  J.  D.  Rockefeller, 
William  Rockefeller,  H.  M.  Flagler,  William.  G.  Warden,  Charles  Pratt,  J.  W. 
Bostwick,  Benjamin  Brewster,  Henry  H.  Rogers,  W.  H.  Tilford,  and  James 
Hagee,  and  I  might  mention  scores  of  others  prominent  in  the  Standard  Oil  con- 
nection, whose  business  genius  and  boundless  energy  have  been  given  to  the 
building  up  of  the  petroleum  industry.  Will  you  think  of  these  gentlemen  in 
comparison  with  the  men  who  have  api)eared  here  to  defame  them?  I  might  ^o 
further  and  speak  of  the  beneficent  use  these  gentlemen  are  making  of  their 
substance,  but  l^ey  require  no  such  eulogy  at  my  hands. 

In  answer  to  the  query  as  to  what  would  be  the  effect  if  the  Standard  Oil  Com- 
pany were  abandoned  or  dismantled,  Mr.  Lee  said  that  the  prices  of  refined  pro- 
ducts would  go  lower  all  over  the  world.*  I  will  not  occupy  your  time  by  any 
lenffthy  argument  in  refutation  of  this  most  absurd  proposition,  that  if  we  were 
rea&y  out  of  existence,  and  put  out  of  existence  that  which  represents  to-day 
two-thirds  or  three-fourths  of  the  active  capital,  energy,  and  equipment  employed 
in  the  manufacturing  and  distribution  of  oil,  the  prices  would  go  lower;  but  I 
will  call  your  attention  to  what  Mr.  Lee  says  in  practically  the  same  breatl^  as 
showing  his  utter  inconsistency.    He  gives  it  as  his  opinion  that  if  the  Standard 


>  Compare  the  teBtimony  of  Mr.  Phillips,  p.  588. 

•  (Compare  Mr.  Phillips,  pp.  503, 594. 

' See  p.  271.  under  the  heaoing  '^Practical  exiwrienoe. 
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were  out  of  the  way  pricee  would  be  lower,  and  in  the  Bame  breath  testified  iJiat 
he  wanted  them  out  of  the  way  because  for  5  years  he,  in  his  own  business,  has 
not  made  a  fair  profit.  And  the  utter  inconsistency  of  his  testimony  is  shown  by 
this  question  ana  answer:  *'  Q.  ^By  Mr.  North.)  what  do  you  call  a  fair  manu- 
facturing profit?— A.  The}r  would  be  entirely  satisfied  to  do  this  business  at  10 
cents  a  barrel  on  crude  oil  that  runs  through  the  refinery;  I  think  the  Standard 
Oil  Company  makes  $1.50  to  $2  on  every  barrel  that  goes  through  their  works.*"  ^ 
If  it  is  true  that  the  Standard  Oil  Company  make  $1.50  to  $2,  and  they  can  not 
make  10  cents,  they  are  not  good  people  to  serve  the  public. 

RBFINED  OIL  FROM  OHIO  CRUDE  AS  GOOD  AS  THAT  FROM  PENNSYLVANIA. 

He  says  that  the  quality  of  Standard  oil  has  deteriorated  because  of  using  Ohio 
crude,  and  that  the  reason  is  that  Lima  oil  contains  arsenic  and  sulphur.'  I  want 
to  say  of  the  gentlemen  connected  with  the  companies  represented  by  Mr.  Ijee, 
that  they  have  from  the  very  beginning  of  the  great  production  of  oil  in  Ohio  and 
Indiana,  because  of  their  small  interest  in  competition  with  it  in  the  Pennsyl- 
vania region,  done  their  very  utmost  to  depreciate  and  discredit  the  standing  of 
the  products  of  Ohio  oil  in  the  markets  of  the  world.  They  came  to  New  York, 
and  before  the  New  York  Produce  Exchange  made  a  very  vigorous  effort  to  have 
the  exchange  rule  that  refined  oil  produced  from  Ohio  crude  should  not  be  a  good 
delivery  in  the  markets  of  the  world.  Their  course  has  been  utterly  indefensible 
in  respect  to  the  gi*eat  interest  involved  in  those  States,  and  nothing  but  the  most 
active  effort  on  oiir  part  has  saved  to  those  States  the  markets  which  are  to-day 

giving  them  the  profit  that  is  inuring  to  them  in  the  production  of  the  oil  in  those 
tates.  And  I  want  to  say  that  this  is  in  spite  of  the  fact,  which  they  must  have 
known  or  could  have  known,  if  they  had  any  intelligence  on  the  subject  what- 
ever, that  after  the  sulphur  element  in  the  Ohio  crude  was  conquered— and  it  was 
a  very  difficult  work  to  conquer  it,  which  we  applied  ourselves  to  successfully— 
the  average  of  the  refined  oil  produced  from  the  Ohio  crude  has  been  and  is  auite 
equal  to  that  produced  from  the  Pennsylvania  crude.  That  is  now  admitted  by 
all  buyers  ana  in  all  markets,  and  it  is  known  to  consumers  where  they  know  any- 
thing about  it  at  all.*  The  talk  which  the  agents  of  the  Pure  Oil  Company  and 
which  the  Pure  Oil  ComiMiny  have  made,  and  continue  to  make,  as  to  the  suneri- 
ority  of  their  products  over  even  that  which  we  make  from  the  Ohio  cruae  is 
entire  nonsense;  it  is  not  true. 

I  want  to  call  attention  to  Mr.  Lee's  testimony,  given  somewhat  in  detail,  indi- 
cating that  we  obtained  higher  prices  for  oil  abroad  than  we  do  in  this  country.^ 
If  that  is  so— and  I  do  not  admit  that  it  is  so,  but  admitting  for  the  sake  of  the 
argument  that  it  is — it  is  a  pretty  good  argument  that  the  consumers  in  the 
United  States  are  being  very  well  treated  by  the  Standard  Oil  Company. 

FOREIQN    GOVERNMENT    CONTROL — POPULATION    AND    OIL   CONSUMPTION    OF    OER- 

•  MANY  AND  FRANCE. 

Ho  makes  a  long  talk  about  foreign  governmental  control,'  which  is  about  as  silly 
as  anybody  ever  listened  to,  and  I  will  not  take  the  time  to  comment  on  it. 

He  makes  a  statement  regarding  the  comparative  population  and  oil  consump- 
tion of  G^ermany  and  France,  and  I  refer  to  this  statement  only  to  show  how 
exceedingly  careless  he  is  in  respect  to  statements  made  before  this  body  on  mat- 
ters in  which  he  seeks  to  influence  your  minds  and  that  of  the  public.  (Beading.) 
**  Q.  Abroad,  where  the  oil  of  the  independent  refineries  goes,  which  is  not  of  such 
a  grade  as  can  be  consumed  in  the  States  here,  does  it  come  into  competition  with 
the  oil  sent  there  and  sold  by  the  Standard? — A.  Yes;  the  Standard  is  doing  a 
very  large  business  in  Germany.  Germany  is  the  largest  oil  market  in  the  world; 
although  the  population  is  about  the  same  as  France,  it  uses  probably  twenty  times 
as  mucn  oil  as  France.    I  think  I  am  not  far  wrong  in  that." ' 

The  relative  population  of  Germany  and  France,  oy  the  last  census  of  1891,  was: 
German  population,  49,421 ,603;  French,  38,343,192.  The  consumption  of  oil  in  the 
year  1898,  the  last  year  of  record,  in  barrels  of  50  gallons,  was,  in  Germany. 
3,357,297,  and  in  France,  1,683,146.  Mr.  Lee  said  it  was  twenty  times  as  great  in 
one  as  the  other,  and  that  their  population  was  about  the  same.  I  submit  this 
statement  to  you. 


1  See  p.  27a    8ee  alRo  p.  277.    Also  Mr.  Phillips,  p.  602. 

9  Aqq  t),  278 

"Compare  Mr.  Emery,  p. 024;  Mr.Gall,  ppJ972.681. 


*  See  p.  276.    Compare  Mr.  Emery,  pp.  616, 631. 632,  and  <;hart  of  prl<H»»  iu  introduction. 

*  See  pp.  276, 277.    See  also  Mr.  Emery,  pp.  «Ui-tf  18. 

*  See  p.  278.    Compare  also  Mr.  Emery,  \).  isa. 


STANDARD  OIL  COMBINATIONS: ARCHBOLD. 


533 


PRICES  OF  COAL   A.ND  MINERS    WAGES. 

He  makes  the  statement  that  the  Standard  fixes  its  own  price  at  which  it  buys 
coal,  and  is  thns  enabled  to  oppress  not  only  labor  in  its  own  line  of  business,  but 
also  the  coal  labor. ^  The  statement  is  entirely  and  absolutely  untruthful.  The 
Standard  buys  its  coal  on  comx)etitive  offerings,  and  if  the  price  is  so  low  as  to 
compel  low  prices  for  labor  it  is  the  result  of  competition. 

He  claims  that  prices  were  fixed  by  the  South  Improvement  Compapy,*  when 
he  knew  well  that  the  South  Improvement  Company  never  did  any  business. 

PRICES  OP  CRUDE  OIL. 

He  goes  into  an  elaborate  argument  to  prove  that  the  prices  paid  for  crude  oil 
have  been  unremunerative  to  the  producer.*  This  charge,  which  is  more  specif- 
ically, and  I  may  say  hystericaUy,  made  by  Mr.  Lockwood,  I  will  reserve  for 
fuller  answer  until  I  reach  Mr.  Lockwood's  testimony. 

THE  standard's  MANUFACTURE  OF  CANS  AND  CASES. 

In  answer  to  a  query  Mr.  Lee  says  that  the  Standard  are  largely  supplying 
Eastern  markets  with  Russian  oil  and  making  their  tin  cans  abroad.^  I  want  to 
submit,  gentlemen,  a  series  of  statements  on  this  interesting  subject.  Our  busi- 
ness in  the  canning  of  oil,  for  the  markets  where  the  oil  must  be  put  into  tin  cans 
and  packed  into  wooden  boxes  for  the  market,  has  been  a  very  important  feature 
troTo.  the  beginning.  It  is  a  business  in  which  we  have  x>erhaps  expended  as  much 
or  more  industry,  in  keeping  and  maintaining  the  markets,  as  in  all  the  other 
sections  of  the  world  combined,  because  in  those  markets  we  have  found  our  great 
competitor,  Russia,  most  active.  In  answer  to  Mr.  Lee*s  statement  that  we  have 
practically  abandoned  this  business,  and  that  we  are  buying  Russian  oil  in  bulk 
and  making  tin  cans  abroad  in  which  to  put  it  and  send  it  to  the  market,  I  present 
this  statement,  being  a  memorandum  of  our  manufacture  of  tin  cans  for  the  5 
years  beginning  with  the  year  1894  and  ending  with  1898: 

Number  ofS-gallon  cans  manufactured,  five  years,  1894  to  1898,  inclusive;  also  cases. 


YcMirs. 

Cases. 

Cans.     " 

Equiva- 
lent in 
boxes  of 
tin  plate. 

843,387 
761,938 
946,298 
1.078.896 
959,767 

1 

Years. 

Cases. 

Cans. 

Equiva- 
lent in 
boxes  of 
tin  plate. 

UKITKD 
HTATE8. 

20,490,942 
18,517,421 
22,998.063 

40,993,884 
37,034,841 
45,996,106 
52.441,158 
46,650.671 

T AM  PICO. 

1897 

53,044 
210,252 

263,296 

106.089 

420,504 

2,182 

1894 

1898 

8,651 

1805 

Total.. 

VKNICK. 

1896 

1896.- 

526.  rm 

10.833 

18SI7 

26,220.579 

2»,%a>.8;« 

1898 

8(r7.775 
704,249 
734,449 

Total  -. 

111,558.330 

223,116.660 

4,590,285 

1,615,550 
1,408,499 
1,468,898 

33,238 

1H97 

28,977 
80,220 

MEXICO 

114,024 

70,120 

124,411 

162.630 

93,976 

228.045 
140.240 
248,823 
825.260 
187,953 

4,693 
2,885 
5,119 
6,692 

o,  ODD 

1898 

CITY. 
1WU. 

Total-. 

SAVON  A. 

1896 

2,246,472 

4,492,947 

92,436 

JOV*  ....... 

1805 

647,946 
786,995 
763,627 

1,^5,912 
1,571,990 
1,527,255 

1896 

1897 

26,636 

18B6 

1897 

32,306 

1898 

31,379 

Total-. 

665,161 

1,130,321 

23,255 

Total.. 

TOTAI.. 

1894 

2,197,578 

4,385,157 

90,323 

244,353 
240,022 
243.950 
266,905 
201,864 

488,707 
480,045 
487,900 
533,810 
408,728 

10,055 

9,876 

10.037 

10,981 

8,306 

VERA  CRUZ. 
1894 

20,855,818 
18,827,563 
24,822.145 
28,193,403 
26,379,504 

41,710,636 
87,655,126 
49,644,291 
66,386,806 
60,669,009 

858,136 

1805 

1895 

774^099 

1896 

1896. 

1,021,328 

1807 

1897 

1,160,006 

1808 

1808 

1,042,180 

Total.. 

Total.. 

1,197,095 

2,894,190 

49,265 

118,027,938 

236,065,868 

4,866,386 

» See  p.  278. 


>  See  p.  279. 
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Abont  2,500  men  are  steadily  employed  in  this  indostiy  in  the  United  States. 

In  5  years  we  mannfactured  in  the  United  States  223,116,600  tin  cans,  which 
were  packed  in  boxes  holding  2  tins  each,  the  requirement  being  in  boxes  made 
from  onr  native  pine.  The  Doxes  were  made  mostly  from  Canadian  pine,  bat 
made  in  this  country,  lumber  being  brought  here  and  the  labor  being  employed 
here.  This  business  involved  the  use  of  111,558,880  wooden  boxes,  holding,  as  I 
say,  2  cans  each.  And  we  used  in  this  manufacture  4,590,285  boxes  of  tin  plate. 
The  only  business  that  we  do  outside  of  the  United  States  in  the  manufoctuie  of 
tin  cans  is  where  we  are  compelled  to  do  it  by  the  exigency  of  freight;  in  Mexico 
City  a  small  business,  in  Vera  Cruz  a  small  business,  and  a  small  business  in  Tam- 
pico,  Mexico,  also,  the  amount  of  which  is  entirely  inconsiderable.  We  also  do  a 
little  canning — a  very  little — ^in  the  exportation  of  bulk  oil  and  the  manufacture 
of  tin  cans  in  Italy,  at  Venice  and  Savona,  where  the  tariflf  and  customs  make  it 
necessary  that  we  do  the  canning  there.  And  there  are  employed  in  this  great 
industry,  at  the  minimum,  in  steady,  remunerative  labor,  2,500  good  Americans. 

RUSSIAN  AND  AMERICAN  EXPORTS  OF  OIL.  IN  CA8BB. 

I  present  here  also  a  statement  made  up  to  show  the  exports  of  refined  oil  is 
cases  from  Batoum,  Russia,  from  1894  to  1898,  inclusive.  I  present  this  statement 
for  the  pun)ose  of  having  you  understand  something  of  the  menace  which  attaches 
to  this  business  at  the  hands  of  this  great  Russian  competitor.  Our  agjop-egate 
in  all  this  great  business  with  the  East,  which  we  have  made  such  a  fight  to  retain 
for  the  American  petroleum  industry,  is  now  109,000,000  cases  for  the  5  vears,  as 
against  Russia's  58,000,000;  but  for  the  year  1898,  perhaps  I  should  read  to  ^ou, 
as  showing  the  change  in  the  matter,  their  shipment  was  10,728,603,  as  against 
our  22,479,746. 

I  also  present  a  statement  which  you,  gentlemen,  at  your  leisure,  will  find  great 
interent  in  studying,  showing  the  enormous  exportation  of  this  particular  pack- 
ing of  oil  in  tins  and  cases  to  the  markets  of  the  world.  It  is  a  business,  as  1  say, 
which  is  competed  for  by  these  foreign  countries  most  vigorously,  on  which  our 
hold  is  unceitain,  and  which  re<][uires  the  utmost  vigilance  and  encouragement 
on  the  i)art  of  everything  pertaimng  to  the  business  from  America: 

Export H  of  refined  oil  in  cases  from  Batoum,  Russia,  dwr'ng  years  1S94  to  1S98^ 

inclu8it>e, 

[Cases.] 


To- 


1894. 


AustriA 

Bulmria  and  Servia 

Cochin  China 

China 

Egrypt 

England  and  Unite<l  Kin»<- 

dom 

India 

Italy 

Japan 

Java 

Manila 

Malta 

Roumania 

Portugal 

Arabia 

Turkey 

Greece 

Africa 

Suez  Canal 


0 


725.563 
808, 0S» 


2,776,060 


311.064 
647.080 
158.482 


105.474 


2,684,176 

40,481 

18,700 

2.000 


Total  exports 
Russia 


Total  shipments 


8.628,414 
101,594 


8,790,008 


1895. 


287,624 


1.256.285 

847,208 


4,582,226 


380,000 
1,505,656 

261,461 
50,000 
82.526 


1.067,073 
73,164 
70.ia5 
33.200 


1806. 


305,645 


1.125,121 
845,824 

500 

3,816.028 

20 

846,054 

074,070 

152.510 

16.860 

81,107 


2,740.600 
23.010 
25.026 
20,000 


11.405,656 
156,683 


11,562,330 


10.460,273 
04.350 


10,563,632 


1807. 


446,383 

05.000 

1,845,627 

1.100,160 


3.406,488 


614,214 
136,225 
162.600 


51,547 


3,333.683 

51,117 

114.096 


11,440.090 


11,543,538 


1808.      i     Total. 


rr.oDi 

75,840 

007,648 

1.315,880 


8,948,805 


2n,880 

510.884 

166,828 

12.150 

42.3090 

42.610 


2,872,001 

25.000 

121,720 


10,660,010 
m,684 


10,728,608 


6 

1.5S2.356 

170,840 

5,860,244 

4. 012. 69 

900 

18,621.006 

20 

1,023.212 

3,784.415 

001.881 

70,100 

408,974 

42,610 

45.000 

13.508.473 

S23.581 

358.616 

55.200 


62,508,301 
624.819 


63.128,120 
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TotcU  petroleum  products  exported  from  United  States  in  cases  during  years  1S94 

to  1898 J  inclusive, 

[Cases.  J 


To- 


(Ireat  Britain: 

Standard  Oil  Co. 
Others 


Total 


Holland: 

Standard  Oil  Co. 
Others 


Total 


Bel^nm: 

Standard  OU  Co. 
Others 


Total 


German  North  Sea: 
Standai'd  Oil  Co. 
Others 


Total 


Sweden  and  Norway: 
Standard  Oil  Co... 
Others 


Total 


Denmark: 

Standard  Oil  Co. 
Others 


Total 


Russian  Baltic: 
Standard  Oil  Co. 
Others 


Total 


France: 

Standai^OilCo. 
Others 


Total 


Portngal: 

Standard  Oil  Co. 
Others 


Total 


Gibraltar: 

Standard  Oil  Co. 
Others 


Total 


Italy: 

Standard  Oil  Co. 
Others 


Total 


Malta: 

Standard  Oil  Co. 
Others 


Total 


Greece  and  Greek  Archi- 
pelago: 

Standard  Oil  Co 

Others 


Total 


18M. 


26.600 
2,600 


29,000 


100 


100 


280 


280 


19,000 


19,000 


24.295 


24,295 


1,160 


1,150 


87,400 


37.400 


123,445 
13,245 


13t).090 


77,060 


77,0flO 


1,146.764 


1.145.764 


1805. 


16.900 


16,900 


100 


100 


20,  too 


20.000 


2,900 


2,900 


1,600 


1,600 


30 


30 


200.832 
24,912 


225,744 


28,810 


28,810 


715,904 


715, 9(H 


1806. 


17,106 


17,108 


1807. 


18,520 


1898. 


Total. 


14.101 


18.620 


14,101 


93,127 

2.5(10 

t*5.6:J7 


600 


600 


roo 


16,300 


16.300 


700 


280 


18,000 


21.000 


1^.000 


760 


760 


13,600 


13.500 


163,407 
24,432 


187,839 


400 


21,000 


400 


1,260 


1.250 


1,060 


1,050 


28.000 


28,  (XX) 


18,303 
1()0 


18.403 


280 


94.;)00 


04.300 


28.345 


28.:)45 


1,250 


1.250 


8,7(X) 


3.7(K) 


97.233 

liK) 


97,3.'H 


249.919 
30,7a5 


130.891 
3(\010 


868.494 
12:}.3r{4 


280.654  i   160.901 


991,a::S 


65.923 
100 


66.023 


54.260 

38.720 

264.772 

1(N) 

54.259 

38.720 

284,872 

348.000 


382.275 
97.002 


312. 705 
5,012 


:M«.000  i   4.'5».277 


317.717 


2,8H4.(H8 
KL'.OH 


131,281 


193,400    118.700 


131.281     198,400  I   118.700 


27.500 


27.500 


167.000 


152,727 


167.000  '   152.727 


2.9t^},0«2 


27,500 


27,500 


763,108 


7«:il08 
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Total  petroleum  products  exported  from  United  States  in  oaaea  during  fears  1894 

to  I898y  tncicmt?e-^DontdxitiecL 


To- 

18M. 

i». 

18B6u 

1807. 

UHL 

TotaL 

Turkey: 

Standard  Oil  Co 

88,800 

86,900 

124.700 

Others 

Total 

88,800 

85,900 

12I.W 

Standard  OflCo 

280,005 

38,880 

161,438 

286,058 

660,435 

Others 

Total 

280,006 

88,860 

161,438 

286,068 

060,435 

North  coast  of  Africa: 
Standard  Oil  Co 

175,821 

167,544 

74,200 
5,000 

80,626 
5,426 

88,004 

681.015 
10,496 

Others 

Total 

175,881 

167,544 

79.200 

86,062 

88.004 

801,581 

Indian    Archipelago  and 
islands  in  the  China  Sea: 
Standard  Oil  Ck> 

206,061 
47,800 

178,684 
18,280 

878,687 

216,689 

82,271 

1.143,282 
60,530 

Others 

Total 

845,881 

186.864 

373,627 

215,689 

88, 2n 

l,20a7K 

West  coaat  of  Africa: 

Standard  Oil  Co 

85.641 
26,188 

128,606 
6.887 

154,966 
28,120 

190,080 
12,103 

79,657 
7,098 

63ft.  M6 

Others 

74,874 

Total 

111.778 

120,020 

178,086 

202,288 

86.760 

707,flB» 

East  India: 

Standard  Oil  Co 

3.071,988 
268,800 

8,0C<,6e9 
6,000 

2,818,983 
12,000 

8,661,800 
6.000 

2,681,848 

15,l3R.i:« 
277  800 

Others 

Total 

8,325,720 

8,060,580 

2,830,988 

8,567,300 

2,631,340 

15,415.990 

Java: 

Standard  Oil  Co 

1,511,286 

1,608,130 

1,772,670 

1,484,081 

1,381,833 

7,642,960 

Others 

Total 

1,511.286 

1,606,130 

1,772,67ft 

1,434,081 

1.381,838 

7,642, 960 

China: 

Standard  Oil  Co 

8,951,081 
280,625 

2,288,248 

4,701,618 

6.868,811 

4,945,962 

28, 834,  on) 
280,  i» 

Others 

♦ 

Total 

4,240,666 

2.286,248 

4,791,618 

6,362,811 

4.945,968 

28,684.195 

Japan: 

Standard  Oil  Co 

Others 

8,619.576 
282,087 

2,607,214 

4,005,768 

4.873,200 

5,467,215 

20,168,06s 
288,(87 

*"""*'"'""'* 

Total 

3,901,618 

2,607,214 

4,006,758 

4,378,200 

5,467,215 

20.445.069 

South  coast  of  Africa: 

Standard  Oil  Co 

Others 

345.471 
24,190 

481,080 
18,000 

308,074 
11,242 

699.051 
15,445 

470,102 
14,600 

2.244,6Sr 
78  377 

Total 

860,661 

444,080 

410,216 

614.496 

484,608 

2,388,014 

East  coast  of  Africa: 

Standard  Oil  Co 

Others 

124,151 

60,000 

148,813 

163,625 

08,000 

679.589 

Total 

124,151 

60.000 

148,818 

163,625 

98,000 

fS79  ffiO 

Islands  in  the  Indian  Ocean: 

Standard  Oil  Co 

Others 

87,000 

88,500 
2,tti8 

54,960 
5,000 

51,800 
600 

38,000 
600 

215,250 
8,888 

Total 

87,000 

41,892 

50,060 

62.300 

83,SO0 

284,142 

Arabia: 

Standard  Oil  Co 

Others 

261,845 
1,600 

110.200 
58,000 

276,878 

176.720 

66,100 

809,748 
69,600 

Total 

268,345 

177,200 

276,878 

175,780 

66,100 

960,243 
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Total  Petroleum  products  exported  from  United  States  in  cases  during  years  1894 

to  1898,  inclusive — Continued. 


To~ 

180i. 

1896. 

1896. 

1897, 

1896. 

Total. 

8audwlch  Islands  and  Is- 
lands in  the  Pacific: 
Standard  Oil  Co 

86,431 
15,343 

78,  ns 

4,786 

44,472 
1,526 

78,488 
100 

69.044 
1.000 

308,048 

Others 

22,755 

Total 

61,774 

88,499 

45,998 

78,588 

70,944 

330,803 

Australia: 

Standard  Oil  Co 

Others - 

1,U0.288 
92,688 

1.002,060 
133,065 

1,179,713 
113,000 

1,268,563 
169,100 

1,219.421 
186,750 

1,406,171 

6,789,054 
004,471 

Total 

1,211,874 

1,185,104 

1,202,713 

1,437.663 

6,483,625 

New  Zealand: 

Standard  Oil  Co 

192,976 
17,515 

208,526 
10,180 

279,333 

276,010 

233,522 

1,160.368 

Others - 

27,605 

Total 

210,490 

218,706  :        279.333 

276.010 

233,522 

1,218,063 

■ 

British  North  America: 

16,200 
1.891 

17,433 
1,743 

15,076 
1,215 

5. 301 
1,828 

6.426 
2.400 

60,405 

Others 

9.077 

Total 

18,151 

19,176 

16,291 

7.129 

8,825 

60,572 

Mexico: 

Standard  Oil  Co 

8,568 
12,005 

8,668 
7,428 

8,  Uiiil 

3.980 

2,617 
41,622 

3,387 
26,041 

32,234 

Others 

91,111 

Total 

20,658 

16,061 

12,929 

44,239 

29.438 

123,345 

Central  America: 

StAndard  Oil  Co 

106,019 
34.429 

105,887 
29,391 

186,181 
21,313 

120,386 
18.710 

140,001 
13,657 

606,424 

Others 

117,600 

Total 

140,448 

135,228 

157,404 

139,096 

153,658 

725,924 

Cuba: 

Standard  Oil  Co 

600,004 
8,989 

368.265 
1,954 

255,334 
2,109 

267,082 
8,096 

194,150 
17,382 

1,609,775 
33,479 

Others 

Total 

506,943 

395,200 

257,443 

270,127 

211,532 

1,643,254 

• 

West  Indies: 

Standard  Oil  Co 

425,637 
66,379 

458,483 
66,785 

408,200 
65,145 

441,599 
61,453 

421,560 
65,489 

2.240,450 

Others 

824,251 

Total 

490,916 

525,268 

568,435 

508,052 

487,089 

2.564.710 

Northeast  coast  of  Sonth 
America: 
Standard  Oil  Co 

249,833 

55,618 

228,400 
61,968 

247,625 
67,287 

228,019 
63.172 

284.584 
64,751 

1.233,361 

Others 

282,746 

Total 

305,451 

276,868 

304,762 

291.191 

339,836 

1,516.107 

Brazil: 

Standard  Oil  Co 

Others 

1,680.303 
9,779 

1,496,370 

7,744 

1,506,327 
9.445 

2,111.730 
6.557 

1,968.763 
8,919 

8,732,468 
42,444 

Total 

1.549.062 

1,504,114 

1,606.772 

2,118,287 

1,997,682 

8,774,087 

Southeast  coast  of  Sonth 
America: 
Standard  Oil  Co 

667,606 
301,676 

639,344 
502,821 

618.288 
760,360 

360.199 
873,197 

280,802 
789,738 

2.206.224 

Others 

3,226,002 

Total 

869,062 

1,042,166 

1,277,643 

1,233,396 

1,070,630 

5,492,916 

West  coast  of  Sonth  Amer- 
ica: 
Standard  Oil  Co 

185,308 
106,022 

316,438 
178,340 

274,756 
166,886 

289,283 
107,450 

353,539 
97,026 

1,419,318 
641,222 

Others 

Total 

298,380 

489,773 

430,140 

396,733 

460,664 

2,000,540 

Orand  total: 

Stcuidard  Oil  Go 

20,209,828 
1,787,562 

16,672,480 
1,165,631 

20,767,480 
1,419,381 

23.682,514 
1,887,210 

21,066,378 
1,413,367 

102,306.680 

Others 

7,463,041 

Total 

21,997,380 

17,838,011 

22,186,861 

25,359,724 

22,479,746 

lp0,861,?il 
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Q.  (Bv  Mr.  Smyth.)  Ib  there  any  competition  from  America? — A.  There  is 
practicallv  no  competition  from  America.  I  do  not  know  but  these  gentlemen  do 
some  small  amount  of  business.  It  is  almost  inconsiderable  from  the  fact  that 
we  do  not  even  know  that  they  are  doing  it. 

Q.  The  principal  competition  comes  from  Russia? — ^A.  The  principal  competi- 
tion comes  from  Russia,  and  now  from  the  far  East,  as  I  will  explain  a  little 
further  alons.  There  is  getting  to  be  a  large  production  of  oil,  especiaUy  in  the 
Dutch  East  indies,  but  I  will  go  into  that  in  another  place. 

I  may  add,  gentlemen,  just  by  way  of  a  word  of  explanation,  that  I  think  in 
all  those  countries  to  which  we  send  oil  we  have  our  own  active  Ajnerican  agents 
on  the  alert  for  the  American  oil  and  the  American  indtistry;  and  this  gentleman 
comes  here  and  states  that  we  are  not  doing  this  business. 

CONDITION  OF  THE  OIL  REGION. 

In  answer  to  the  (luery ,  or  in  pursuing  the  ailment,  rather,  that  the  Standard 
had  so  governed  prices  tor  oil  as  to  have  made  it  an  unremunerative  business  in 
the  oil  country,  Mr.  Lee  made  a  most  astonishing  statement,  that  the  counties 
producing  oil  are  not  as  well  off  as  though  they  had  never  produced  a  barrel  of 
oil.'  That  section  prior  to  the  opening  of  the  oil  industry  was  a  comparative 
wilderness,  noted,  if  it  was  noted  at  all,  principally  for  its  hemlock  and  bnck- 
wheat.  The  oil  production  has  made  it  a  world-renowned  center  of  marvelous 
activity.  It  has  taken  there  a  population  of  tens  of  thousands,  I  may  sav  hundreds 
of  thousands,  of  prosperous,  happy,  contented  people,  the  like  of  which  probably 
does  not  exist  in  the  same  territory  in  any  place  on  Qod's  footstool.  The  oU  pro- 
duction has  built  towns  and  cities  and  railroads.  It  has  given  employment— 
steady,  remunerative  employment — ^to  thousands  of  American  wurkingmen 
through  all  this  period;  and  for  a  man  to  stand  up,  who  comes  from  that  sec- 
tion, with  a  knowledge  of  conditions  iis  they  exist  there,  and  make  such  a  state- 
ment, is,  as  I  say,  utterly  incredible. 

OAPITAL,  PROFIT,  STOCKHOLDERS,  OF  THE  STANDARD. 

Q.  (By  Representative  Livingston.)  In  connection  with  this  statement  you 
have  just  made,  will  you  ffive  us  the  amount  of  capital  invested  in  the  Standard 
Oil  Company,  and  a  list  of  all  the  stockholders,  and  the  profits  on  that  invest- 
ment?— A.  The  figures  with  reference  to  all  the  questions  are  being  made  up,  as 
Mr.  Jenks  knows. 

Q.  A  list  of  the  stockholders? 

(by  Mr.  Jenks.)  A  list  of  the  stockholders,  I  may  say,  was  not  asked  for  in  the 
general  schedule. 

Q.  (By  Representative  Livingston.)  Well,  I  am  asking  for  it  now?— A.  I  can 
not  answer  as  to  that. 

Q.  (By  Mr.  Phillips.)  Would  you  be  willing  to  meet  the  commissioner's 
request  and  furnish  a  list  of  the  Standard's  stockholders  in  the  trust  as  it  for- 
merly existed,  and  the  combination  as  it  now  exists? — ^A.  I  could  not  answer  now 
without  further  confening  in  reference  to  that  statement. 

Q.  (By  Representative  LiviNasTON. )  Will  you  promise  the  commission  that  you 
will  confer  with  the  authorities,  and  if  these  things  are  not  inconsistent  and 
impracticable,  you  will  furnish  them?— A.  If  they  are  not  inconsistent  and 
impracticable,  I  should  be  glad,  of  course,  to  give  any  statement  that  might  be 
asked. 

Q.  (By  Mr.  A.  L.  Harris.)  Would  not  this  be  the  best  testimonv  in  refuting 
the  statements  made  by  Senator  Lee,  to  give  the  taxable  property  of  those  coun- 
ties previous  to  the  discovery  of  oil  and  at  the  present  time?— A.  I  think  it  would 
be  very  interesting. 

Simply  as  an  illustration  of  the  point  I  make  of  the  absurdity  of  Mr.  Lee*s 
statement,  I  present  for  your  information  a  statement  of  the  value  of  Pennsyl- 
vania crude  oil  as  compared  with  that  of  other  States,  the  total  production  from 
the  beginning  of  the  industry  to  the  year  1898,  inclusive,  and  figured  on  a  very 
conservative  basis. 

i8eep.282. 
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Total  prodtution  and  coJiu  of  Pennsi/lvania  crude  oU,  1859  to  1838,  inclugive. 
[Barrels  of  &  gallons.] 


law., 
laao.. 

1881.. 
IMS.. 
1M3.. 
1M4.. 
■MB.. 

laea.. 
lasT.. 
isos.. 


Toui e<E,oi»,»ia 


l.ltt3    Teg,  MS,  397.  S7 


e6,£i3.Stt.S7 


'  So©  eipluwtioD  below.   Compare  Mr.  Boyle,  pp.  43f  436. 

This  table  Bhows  during  this  period,  and  this  is  an  jnt«restme  statement.  I  am 
sore,  that  there  has  been  taken  tiora  the  oil  fields  of  Pennsylvania  ass.048,64S 
barrels;  and  that  the  average  for  all  that  period  of  the  prices  paid  at  the  welln 
for  the  oU  is  91.168,  or  a  tobA  valne  of  |769 ,948,897.37. 

ROTALTISS  TO  LAND0WNKB8. 


probably  been  bronebt  ont  to  yon  in  the  course  of  this  testimony,  the  tdl-produc- 
mg  business  is  donelargely  on  a  basis  of  wbat  is  called  royalty.  That  is,  the  oper- 
ator takes  a  lease  of  the  land  and  pays  to  the  landowner,  who  is  nsnally  a  farmer 
in  that  section,  a  certain  free-royalty  interest  for  the  right  to  occupy  and  drill  the 
land. 

Q.  (By  Mr.  Smyth.)  That  right  to  occnpy  does  not  interfere  with  the  agricnl- 
tntal  pursuit  of  the  farmer? — A.  No;  it  is  held  as  tree  as  possible  from  that 
interference.  TTiat  rovalty  right  of  payment  has  varied  during  the  history  of 
the  buaineea  from  one-naif  of  the  oil  f onnd  to  the  present  roling  basis  of  one- 
eighth,  which  baslE  prevaUs  perhaps  to-day  through  the  larger  part  of  the 
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oil-prodacing  coimtry.  Of  the  crude  produced  one^ghth  goes  over  to  the  land- 
owner; *  and  for  that  he  doee  nothing,  as  I  say,  bat  fnmiah  the  surface  on  which 
to  drill. 

Q.  (By  Bepreeentatiye  LmNOBTON.)  Now,  will  yon  go  further  and  give  us  the 
averM^  profits  you  have  made  on  all  those  wells? — A.  Now,  what  I  want  to  say  is, 
that  figuring  for  the  whole  neriod  that  the  payment  was  one-eighth  and  not  the 
high  amount  that  has  prevailed  through  most  of  tiie  period,  the  payment  t«i  royal- 
ties alone  to  the  people  of  that  section  on  the  oil  produced  wotud  amount  during 
that  period  to  the  sum  of  $96,243,549.67. 

Q.  (By  Mr.  Smyth.)  You  think  these  countiee  are  worse  off  than  before  the  oil 
wells  were  drilled?— -A.  If  you  have  traveled  through  them  you  will  not  tiiink  so. 

Q.  (By  Mr.  Clarke.)  what  is  the  population  of  that  region?— A.  It  would  he 
a  mere  guess  on  my  part.  Mr.  Boyle  or  Mr.  Lee  could  answer  more  intelligently 
than  I.    I  have  not  hved  there  for  some  years;  I  would  say  about  890,000. 

SOUTH  DCFROVEMENT  CX>MPAinr. 

Again,  Mr.  Lee  refers,  in  answer  to  a  question  bv  Mr.  Jenks,  to  the  South 
Improvement  0>mpany,  as  though  it  was  actually  doing  business;  *  which  was 
not  true. 

Q.  By  Mr.  Phillips.)  The  South  Improvement  0>mpany  did  fix  rates,  did  they 
not? — ^A.  Never  to  do  business. 

Q.  But  they  had  rates  fixed? — ^A.  There  was  a  contract  entered  into,  but  abol- 
ished before  it  became  operative. 

Q.  But  there  was  another  contract,  and  is  it  not  in  sworn  testimony  that  that 
contract  was  in  existence  only  two  weeks  afterwards,  and  did  or  did  not  the  rates 
fixed  by  the  South  Improvement  Oompany  prevail  after  the  Standard  Oil  Com- 
panv  came  into  existence? — A.  I  have  no  knowledge  of  any  relations  on  the  part 
of  the  Standard  Oil  dJompany  succeeding  to  the  South  Improvement  Company 
whatever.  I  have  been  an  opponent  of  the  South  ^provement  C!ompany,a8  yoa 
weU  know.  I  have  disapproved  of  it  in  theory,  and  practically  disapprove  of  it 
to-day.  I  want  to  say  that  the  statements  that  that  which  was  the  South  Improve- 
ment Comi>any  is  continued  in  the  Standard  are  not  true;  if  they  had  been  true, 
I  would  not  have  been  in  it. 

THE  SHUT-DOWN  HOVEXBNT. 

Mr.  Lee  refers  to  the  shut-down  movement,'  so  called.  It  was  entered  into  at 
the  request  of  the  producers,  who  alleged  they  were  suffering  from  low  prices 
incident  to  a  large  accumulation  of  stock.  Our  relation  to  it  was  entirely  the 
result  of  the  urgency  of  the  producers,  who  were  represented  by  a  committee; 
they  expressed  the  greatest  satisfaction  with  our  course.  I  want  to  present  for 
your  knowledge,  in  8ux>port  of  my  statement  in  this  respect,  the  testimony  of  IMb*. 
Thomas  W.  Pnillips,  given  before  the  Congressional  committee  inquiring  on  this 
subject  in  1888,  page  112.    I  Mrill  read  the  concluding  part: 

*' We  are  certain  that  there  would  have  been  much  oankruptc^  in  that  region 
had  this  movement  not  been  made.  I  will  state  further,  in  justice  to  them,  that 
this  was  not  a  movement  on  the  part  of  the  Standard  Oil  people.  It  was  a  move- 
ment conceived  by  the  producers  themselves.  They  approached  the  Standard 
people  in  regard  to  this  matter,  and  after  long  negotiation,  which  you  have  here 
m  testimony,  the  contract,  which  you  also  have,  was  formulated  and  signed.*' 

Q.  (By  Au:.  Philufs.)  I  assert  the  same  thing  to-day.—A.  That  answers  Mr. 
Lee's  statement. 

Mr.  Lee  says:  **  I  believe  if  there  had  been  60  concerns  engaged  in  the  manufiac- 
ture  of  petroleum,  that  just  as  wide  markets  would  have  heen  obtained  for  the 
article,  and  that  while  the  consumer  would  not  have  paid  any  more  for  his  oil,  the 
producers  would  have  realized  better  prices,  and  have  had  a  handsome  profit, 
whereas  I  think  they  have  not  made  any  profit."* 

I  present  here  a  statemexit  showing  m  detail  the  list  of  oil  refineries  in  the 
United  States,  with  their  capacity,  averagping  a  life  to  this  time,  the  first  of  this 
year,  the  end  of  December,  1898,  of  14  years,  and  numbering  66  in  all. 

>  Bee  Mr.  Uonnett, p.  311;  Mr.  Davis, p. 884.  >  See  pp. «7,28i,288. 
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Capacities  of  outside  refineries.^ 


Tearbailt. 


1882. 

1885. 

1887. 
1888. 

1888. 


1883:  bamed  and 

rebnUt  1800. 
1888 


1880. 
1880. 


1887. 
1887. 

1882. 


1883. 
1892. 

1881. 
1885. 
1888. 
1887. 
1806. 
1898. 

1888. 


1885  and  1880 

1802 

1807 

1886 


1885. 
1804. 

1880. 

1870. 

1880. 

1887. 

1802. 


l^. 


1881. 

1881. 
1W7. 


Kame  and  place  of  refinery. 


OllCity.Pa.: 

Independent  Refining  Co., 

limited. 
Continental  Refining  Co., 

limited. 
Penn  Refining  Co. ,  limited 
Ronseville,  Gtormania  Refin- 


ing Co. 
McCli 


lintockvUle,  Crystal  Oil 
Refining  Co. 
Reno,  Empire  Oil  Works 


Franklin,    Pa.,    Relief    Oil 

Works. 

Petrolia.  I.  Dongberty 

Earns  City,  Bech  Bros 

Norristown,  Montgomery  Oil 

Works. 

Beaver,  Beayer  Oil  Works 

Indnstry.Scott  Oil  Co 

Kendall,  Pa.: 

Emery  Manufacturing  Co 


Kendall  Refining  Co. 


Eldred,  Pa.,  United  OU  Co.... 
Titu8yille,Fa.: 

Robert  Foggan 

American  Oil  Works 

Titnsville  Oil  Works 

Oil  Creek  Oil  Co 

Climax  Ghisoline  Co 

Pennsylvania      Paraffin 
Works. 
East  Warren: 

Complanter  Refining  Co . 


Crow-Levick  Co 

Seneca  Oil  Co 

Wilborine  Oil  Works 

North  Warren,  Warren  Re- 
fining Co 

Clarendon: 

Tiona  Refining  Co 

Fidelity  OilWorks 

Bolivar,  Bolivar  Refinery .... 
Pittsbnrg,  Pa.: 

Miller  Oil  Works 


Waverly  Oil  Works 

Union  Oil  Works 

Freedom,  Pa.: 

St.  Clair  Oil  Co 

Freedom  Oil  Works 

Washington,  Pa.: 

Beaver  Refining  Co 

Leader  Refining  Go 

Coraopoli8,Pa.: 

Pittsburg  Refining  Co.... 

Penn  Petroleum  Works.. 
Murrajrsville,  Pa.,  Philadel- 
phia Co 

Philadelphia,  Pa.: 

Crew,  Levick&Co 


Delaware  Oil  Co... 
Bosaardt  Ss  Wilson 


Number  and 

capacity  of 

stills. 


2,  2S0;  1,  600 

1,  eOO;  2,  700 
8,  580;  1,  600 

2,  260;  1,  600 

3,600 

1,  800;  2, 260 

1, 260;  6, 100 

2,  600;  2, 250 

2,  260;  1,  600 

1,  16 
1,100 
2,100 


2, 
2, 


60 
25 


8,  600;  8, 125 

1, 160;  2, 100 
1,  80 


/  1, 260;  1 

1 
1 
2 
1 
1 


,  li  760; 
I  1,600; 

2,350; 
I  1,260; 

4,360; 


860 
815 
500 
280 
140 
125 
350 
860 
260 


{ 


2, 160;  2, 100 
1, 125;  1, 100 

1,260 
3, 125;  3, 160 

4,150 

1,  500;  2,  300 
2, 225;  1, 225 

1,200 

3, 100;  1,   60 
3,100 

1,  60 

1,1,400 

2,  250;  1,  275 

2,600 
2,  300;  2,   35 

2,  40 

2,   40 

1,  250;  1,  300 

2,   60 

1, 160;  1, 100 
4,2U0 


/  1,  260;  2,  200 


J 


1, 160;  1, 260 
1,   60 

2,  80;  1,  600 

1,125 
1, 800;  3, 100 

3,  200;  1,  260 
1,  220;  2, 125 


Total 
stiU  ca- 
pacity. 


} 
} 
} 

1 


) 


} 


8,000 

2.340 

1.600 
1,300 

760 

1,600 

1.100 

16 
100 
200 

120 
60 

5,175 

360 
80 

2,015 

1,250 

820 

060 

860 

1,660 

075 

825 

600 
1,100 

875 

360 

300 

60 

2,175 

1,670 
80 

80 
660 

260 

800 

1,025 
400 

60 

785 

1,460 
470 


Remarks. 


Naphtha  plant. 


Do. 
Pressing  plant. 


Naphtha  plant; 
pressing  plant. 


Naphtha  works,  par- 
affin and  tar  stills. 
Make  lubricating 
oils. 

Lubricating  and  re- 
fined. 


Naphtha  works. 

Do. 
Paraffin  plant. 
Naphtha  works. 


Filtering  works. 

Do. 
Do. 
Lubricating  works, 

Filtering  works. 

Do. 
Wax  plant. 


/Barrel  factory,  nauh- 
\  tha  works,  tar  stills. 

Do. 


/Tar  stillnaphtha  and 
\    paraffin  works. 


'26  of  fheee  refijieries  are  said,  in  a  letter  from  Scofleld,  Shurmer  ft  Teagle,  of  Cleveland,  to 
be,accord{]ur  to  their  information,  either  out  of  business  or  absorbed  by  the  Standard  Oil  Com- 
pany. Mr.  Archbold  verifies  that  the  list  is  correct  as  dated,  December,  1808,  though  some 
**may  not  be  in  operation  or  may  not  have  been  at  some  given  period;  *'  that  the  Standard  Is  a 
oiinority  stockholder  in  the  Tidewater  Oil  Comijany,  New  York,  but  in  no  way  controls  it.  It 
will  be  noted  that  these  two  statements  are  not  contradictory. 
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Capacitieit  ofoutnde  reJlneries^Ccfntinned, 


Y«»iip  built. 


IH74. 


Name  and  plac*e  of  refinery. 


lH7r,. 


iwa. 

1K4M. 


18K3. 
1883. 

1873. 

1864. 


Pbilaoelphia.  Pat.— Contlnaed. 
Philadelphia  Lubricating 

Co 

Marietta,  Ohio: 

Ohio  Oil  Works 

Harietta  Oil  Works 

Producers*  ReflningCo. .. 
Buffalo,  N.  Y.,  CrsTBtal  Oil 

Works. 
Cleveland,  Ohio: 

National  Refining  Co 

Cleveland  Refining  Co 

Great  Western  Refinery. 
Merriam  A  Morgan 


Number  and 

capacity  of 

stills. 


I  Toledo,  Ohio: 

1889 Pbragon  RefiningCo 

1805 !         Craig  Oil  Co 

18»5 1         Diamond  Oil  Co 

1800 1  Wolker,  Ohio,  Manhattan  Oil 

I      Co. 

I  Plorenre.Colo.: 
1887 Florence  Oil  Co 


1887. 


Western  Oil  Co 


1,  2S0:  1, 100 

i  h  IfiO;  1, 100  h 

1   1, 600;  1,  aOO  ^ 
1,2» 
1,260 
1.160 

1.  ano:  2,  86 
f  8,   76;  1, 110  n 
\  2, 100;  1,    86  } 

1«   66 

2,  800;  8,   80 


1870 San  Francisco.  Alameda  Re- 
finery. 

1808 '  L(»  Angeles,  Franklin   Oil 

Co. 

1H06 Oelum.ral..UnionOnCo  .... 

1H06 Pu«nte,Cal..PuenteOilCo  . 

1807 Ventura,  Cal.,Ventura  Oil  Co. 

■  New  York: 


1879. 
1889. 


Tide  Water  Oil  Co 


Columbia  Oil  Works. 
Edgewater  Oil  Co. . . . 


Total  (66  in  all) 

of    outside 


Total    cai 

steam  stills. 
Total  capacity  of  outside  tar 

stills 


Grapd  total  outside  ca- 
Iiacity 


/  4, «»;  6,  600 
I  8,800 

4,  56r;  1,  600 
8,«»;  2,400 
12,600 


2,  600;  6, 100 
2,   76;  2,   66 

1,  75;  2,   78 

2.  600;  4,  260 

2,670 

1. 1000;  1,  200 

1,400;  1,   80 

8,   35 

2,    60;  1, 100 

1, 160;  8, 160 
2,260 
2,   60 

800;  16,  600 
660:17,600 
460;   1,250 
4,650;  4,700 
7,400 


Total 
aUli-?»- 
padty. 


aso 

1.160 


260 
160 


470 

885 

1,240 


} 


8,000 

2.800 
2.000 
7,910 

1,700 
3,653 

1.080 

200 

600 
600 
120 

43,150 

6,400 
2.800 


125,079 


19,825 
1,866 


146,260 


Naphtha 


No  cmde  stiUs:  tff 
and  pitch. 


Tar  stills,  wax  worts. 
Do. 


/Have  tar  and  rediic> 
t    ing  stills. 


The  average  time  since  the  above  refineries  commenced  operations  is  now  14 
years. 

COMBINATIONS  AND  LABOR. 

Mr.  Lee  makes  a  very  labored  effort  to  show  that  tmsts  and  combinations  affect 
labor  injuriously. '  The  best  refutation  xK>s8ible  of  this  statement  is  the  record  of 
our  own  experience,  the  fact  being  that  for  all  the  years  we  have  been  encai?^ 
in  business  we  have  had  scarcely  any  serious  difficulty  with  the  vast  body  of  men 
employed.  On  the  other  hand,  we  assert  most  positively  that,  as  a  whole,  there 
never  was  a  more  zealous  body  of  employees  than  have  been  connected  with  our 
interests.  We  have  been  practically  without  strikes;  our  labor  is  well  paid  and 
contented  in  every  department,  and  I  submit  that  our  experience  in  this  regard 
is  the  best  possible  proof  of  the  advantage  of  labor  and  capital  working  together 
on  intelligent  linfes,  where  the  rights  of  each  are  fairly  considered.  I  am  a  firm 
believer  in  the  right,  and,  indeed,  the  duty,  of  labor  to  organize,  as  I  am  in  favor 
of  the  combination  and  organization  of  capital.  Of  course  it  is  true  that  the 
labor  or^nizations  often  do  very  unwise  and  arbitrary  things.  They  fall  fre- 
quently into  the  hands  of  leaders  who  are  demagogic  and  la^  the  qualities  of 


>  See  pp.  288,  280,  200. 
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intelligent  leadership,  and  they  are  badly  influenced  also  by  political  demagogues, 
VT'liose  sole  stock  in  trade  is  often  their  ability  to  talk  londly  against  capital  and 
tlie  employing  class;  and,  above  all,  they  are  too  much  influenced  by  the  bad 
skdirice  of  an  element  in  the  public  press  that  is  utterly  depraved  and  demagogic 
ai^d.  which  teaches  them  altogether  false  ideas  as  to  their  duties.  They  are 
taught  that  it  is  no  sin  for  them  to  cheat  capital.  They  will,  however,  learn  bet- 
ter as  time  goes  on.  Capital,  on  its  side,  has  made  and  is  making  grievous  mis- 
talces  in  the  treatment  or  labor;  but  the  two  are  moving  together  on  irresistible 
lines  toward  organization  and  a  better  mutual  understanding,  and  one  of  these 
days  labor  will  realize,  as  the  employing  class  already  knows,  that  the  howling 
of  a  demagogue  is  hurtful  to  all  concerned,  and  a  better  era  of  understanding 
bet-w^een  the  employer  and  the  employee  will  be  brought  about. 

MB.   lee's  remedies. 

At  the  end  of  his  testimony  Mr.  Lee  suggests  remedies.'  They  seem  almost 
too  frivolous  to  demand  attention.  His  views  on  destructive  competition,  the 
limitation  of  capital,  etc.,  seem  altogether  too  absurd  to  call  for  special  atten- 
tion. I  may  say,  in  conclusion,  that  he  has  taken  good  care  to  organize  his  own 
company  or  embryonic  trust  in  the  very  State  ^New  Jersey)  which  he  criticizes 
so  severely,  with  a  view,  undoubtedly,  to  make  nis  capital  quite  unlimited  if  he 
finds  it  will  float. 

OPERATIONS  OF  THE  STANDARD  IN  OHIO. 

I  turn  next  to  the  testimony  of  Mr.  Monnett,  the  attome^y^-general  of  the  State 
of  Ohio.  I  want  to  say,  by  way  of  preface,  before  answering  directly  the  points 
presented  by  Mr.  Monnett,  that  we  are  interested  in  Ohio,  in  whole  or  in  part,  in 
a  number  of  corporations,  duly  chartered'  by  the  State,  and  all  carefully  observ- 
ing the  obligations  imposed  on  them  by  their  charters.  The  actual  amount  paid 
in  taxes  is  in  the  neighborhood  of  $250,000.  The  aggregate  amount  paid  in  wages 
to  about  4,700  employees  in  the  State  by  this  corporation  is  over  $3,250,000  per 
annum.  The  further  distribution  of  money  in  the  State  for  fuel  and  supplies  of 
all  kinds  would  amount  to  a  vast  sum.  I  submit  for  your  consideration  whether 
we  are  not  a  valuable  client  of  the  State  and  entitled  to  protection  rather  than 
X)er6ecution.  That  Mr.  Monnett's  course  has  been  an  effort  at  the  most  malignant 
possible  persecution,  and  probably  worse,  I  will  endeavor  to  show  in  taking  up 
his  testimony. 

Mr.  Monnett  makes  a  statement  that  there  has  been  great  discrimination  in 
favor  of  the  Union  Tank  Line  or  Standard  Oil  Company.*  The  rates  fixed  by  the 
railroads  in  connection  with  tank  car  lots  and  single  barrel  or  part  car  lots  nave 
been  the  same  to  all,  and  carried  with  them  no  discrimination  whatever  in  favor 
of  the  Standard  Oil  Company.    In  other  words,  I  deny  the  allegation  particularly. 

ALLEGED  BURNING  OF  BOOKS. 

Regarding  the  alleged  burning  of  books  at  Cleveland,  Ohio,'  I  want  to  deny  the 
fact  of  any  such  burning  absolutely.  At  the  time  of  the  original  inquiry  on  the 
subject  we  offered  to  produce  every  employee  who  could  have  any  knowledge  on 
the  subject,  who  would  each  have  denied  the  statement  as  to  the  burning  of  the 
books.  The  attorney  general  refused  to  have  them  sworn  at  the  time,  and  at  the 
time  Mr.  Monnett  gave  this  testimony  he  knew  that  Mr.  Squires,  the  then  secre- 
tary of  the  Standard  Oil  Company  of  Ohio,  had  made  an  affidavit  in  the  litigation 
pending  in  Ohio  that  the  books  were  in  his  possession.  Any  denial  that  I  have 
made  regarding  the  matter,  or  any  statement  that  I  have  made  in  reference  to  the 
testimony  in  connection  with  it,  is  true,  and  it  is  not  true  that  I  have  made  any 
retraction,  as  Mr.  Monnett  states,  with  reference  to  anv  statement  that  I  have 
made.  Mr.  Monnett's  reiteration  of  this  matter,  after  all  that  has  been  shown 
regarding  it  is  most  reprehensible.  I  would  like  to  characterize  this  in  stronger 
terms,  but  I  bow  to  the  wish  of  the  commission. 

AMOUNT  OP  TRUST  CERTIFICATES  ISSUED. 

Mr.  Monnett  endeavors  to  carry  the  impression  that  more  Standard  Oil  Trust 
certificates  were  issued  than  our  statements  have  shown.*  The  allegation  is  made 
without  a  scintilla  of  truth  to  sustain  it.  It  is  contrary  to  all  the  evidence  that 
was  offered  in  the  case,  and  it  is  utterly  destitute  of  the  truth.    The  stock  and 
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trsBsfer  books  of  the  trust  were  placed  in  the  hands  of  Mr.  Monnett^s  aaaociato, 
Mr.  Kincaid,  dnring  the  Ohio  investiflntion,  who  examined  them  thoroiiglilj  and 
expressed  himself  as  thoronghly  satisfied. 

niBMAlTTLINO  OF  WORKS. 

He  speaks  with  feeling  with  reference  to  oar  having  dismantled  some  works  at 
Marietta.*  I  want  to  call  attention  to  2  at  Marietta,  Mr.  Bice's  and  Mr.  Davis V 
and  I  do  not  recall  that  we  have  dismantled  any  there.  I  do  not  know  of  any 
works  there  that  we  have  dismantled. 

Q.  ^By  Mr.  Farquhar.)  This  commission,  in  some  of  its  testimony,  has  had 
considerable  stress  laid  on  the  dismantling  of  the  works  by  yonr  company,  and 
the  delocalizin^,  transferring  of  business  from  towns  and  other  places  and  the 
concentration  into  larger  plants.  Would  you  give  the  business  reasons  of  the 
Standard  with  respect  to  any  of  these  changes? — ^A.  I  shall  be  glad  to,  and  I  have 
it  in  another  place.    I  think  you  will  find  it  amply  treated. 

THE  standard's  OHIO  BUSINESS. 

Mr.  Monnett  makes  a  statement  which,  even  to  a  x)erson  uniamiliar  with  the 
oil  business,  is  quite  unintelligible,  to  the  effect  that  somehow  from  the  business 
of  Ohio  oil  we  make  $130,000,000  a  year.*  It  is  entirely  ridiculous.  As  I  say.  it 
is  exceedingly  difficult  to  know  what  he  has  in  his  mind.  It  certainly  had  no  rela- 
tion to  the  facts.  I  have  had  prepared  a  statement  which  shows  the  total  sales 
in  the  State  of  Ohio  of  refined-oil  products  for  1808  to  be  $979,708.56. 

Q.  (By  Mr.  Jenks.)  That  incluaes  all  by-products? — A.  Yes;  I  will  ask  you  to 
discount  his  statement  at  least  $119,000,000. 

Q.  (By  Mr.  Clarke.)  That  is  the  sales  by  your  company?— A.  These  were  the 
total  sales. 

BRIBERY  CASE  IN  OHIO. 

I  must  speak  somewhat  guardedly,  in  the  nature  of  things,  about  what  Mr. 
Monnett  saw  fit  to  say  about  the  conduct  of  bribery  cases  in  Ohio.^  With  refer- 
ence to  the  so-called  '*  bribery"  case  in  Ohio,  I  desire  to  say  that  affidavits  have 
been  filed  with  the  supreme  court  of  the  State  of  Ohio  denying  specifically  all  of 
Mr.  Monnett's  charges  of  attempted  bribery  and  all  of  his  allegations  in  relation 
thereto,  and  asking  the  court  to  appoint  a  commissioner  to  investigate  the  charges. 
The  court  has  not  yet  acted  upon  the  subject.  If  they  do  not,  we  will  then  see 
whether  there  is  not  some  other  method  by  which  Mr.  Monnett  can  be  compelled 
to  answer  on  this  matter. 

Q.  (By  Mr.  Farquhar.)  What  is  the  supposed  amount  of  bribery?— A.  The 
newspapers  have  it  about  $400,000. 

Q.  (By  Mr.  Smyth.)  Paid  to  whom— to  Monnett?— A.  To  Mr.  Monnett;  yes. 
I  say  we  have  answered  the  matter  and  our  answer  is  before  the  supreme  court 
With  reference  to  what  our  final  attitude  will  be  it  would  be  unwise  for  me  to 
state  now.    We  court  an  invastigation. 

9*  (By  Mr.  Batchford.)  Are  you  prepared  to  say  that  such  a  proposition 

might  not  have  been  made  without  your  knowledge,  or  do  you  deny A.  We 

have  denied  it  to  the  very  uttermost.    Our  answer  is  now  in  court. 

Q.  The  answer  of  your  company? — ^A.  The  answer  of  our  company. 

I  want  to  speak  a  word  regarding  the  recommendation  by  Mr.  Monnett  of  Mr. 
W.  H.  Clark,  of  Newark,  Ohio,  as  a  competent  witness.*  In  recommending  this 
witness  to  you  Mr.  Monnett  must  have  known  that  he  was  an  untruthful,  dis- 
honest, discharged  employee,  and  his  imposing  him  upon  you  as  a  witness  was  an 
insult  alike  to  you,  to  our  interest,  and  to  the  country  at  large. 

COMPETITORS  IN  OHIO. 

Mr.  Monnett  testifies,  in  answer  to  a  question  by  Mr.  Harris,  as  follows:  "  Q. 
What  companies  are  competing  with  the  Standard  Oil  (Company  in  Ohio  now?— 
A.  There  is  pnly  a  limited  competition — I  think  the  Scofiela,  Shurmer  Sc  Teagle 


1  See  p.  3U6. 

3  Compare  pp.  648,  549, 660;  Mr.  Dayis,  pp.  861,801;  Mr.  Bice,  p.  6S7. 

*  Compare  pp.  311, 816. 

«  See  pp.  315,316. 
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people;  and  a  man  by  the  name  of  Shnll,  at  Mansfield,  has  an  independent  agency 
and  onlv  a  limited  prodnct.  The  Shormer  &  Teagle  people  originally  had  a  con- 
tract whereby  they  were  allowed  to  live — ^to  sell  and  five,"' 

Mr.  Monnett  again  refers  to  the  absence  of  competition  in  Ohio  and  repeats 
that  he  does  not  mow  of  a  single  independent  chaiiiered  corporation  left  in  the 
State  of  Ohio.''  However ,  he  attempts  to  carry  the  impression  that  we  are  attempt- 
ing to  deceive  the  public  by  oi>eratmg  through  different  names  in  the  State.  He 
quotes  the  Penn  Oil  Company.'  I  oo  not  know  what  he  means  by  this,  as  we 
have  no  such  company  operating  in  the  State. 

I  now  submit  statements  showing  a  partial  list  of  our  competitors  in  Ohio, 
comi)osed  of  pipe  lines,  refiners,  and  producers,  covering  corporations,  partnerships, 
firms,  and  individuals.  The  list  is  only  x>artial,  but  it  gives  some  indication  of  me 
utter  lack  of  knowledge,  or  worse,  that  actuated  Mr.  Monnett  in  Ms  statement.^ 
I  will  give  you  a  summary  of  the  incorporated  companies  engaged  in  tibe  State  of 
Ohio;  not  in  the  southern  part ,  but  in  the  Lima  district.   There  are  159  corporations. 

Q.  (By  Mr.  Smyth.)  Not  controlled  by  the  Standard  Oil  Company?— A.  Not  to 
the  interest  of  a  dollar.  They  are,  of  course,  all  creatures  of  tne  State  of  Ohio, 
and  if  not  chartered  under  the  State  they  are  all  registered  under  the  laws  oi 
Ohio  and  paying  taxes  in  that'State.    There  are  partnerships,  258. 

Q.  Not  owned  or  controlled  by  the  Standard  Oil  Company? — ^A.  Not  to  the 
extent  of  a  dollar. 

Q.  Not  agents? — ^A.  Not  agents  of  the  Standard  Oil  Company  in  any  way  or 
sense. 

Q.  (By  Mr.  Phillips.)  Have  you  any  interest  in  these  companies,  in  producing 
with  them? — A.  None  that  I  know  of. 

Q.  You  have  alliances  with  producers  in  the  Pennsylvania  field?— A.  Our  busi- 
ness in  Ohio  is  done  in  the  name  of  the  Ohio  Oil  Company. 

(2-  The  point  I  wish  to  make  is  this.  Have  you  not  an  eighth,  a  quarter,  or  a 
third  in  the  leases  in  Ohio,  as  you  have  in  Pennsylvania? — A.  Not  in  these  that  I 
am  presenting. 

S.  In  Pennsylvania  and  West  Virginia  you  have? — A.  Not  that  I  know  of. 
.  Are  you  not  interested  a  quarter  or  an  eighth? — ^A.  We  may  be  to  a  small 
extent. 

Q.  (By  Mr.  Jenks.)  But  not  at  all  in  any  of  these?— A.  It  is  such  a  trifling 
exception  as  not  to  be  an  exception,  if  at  all.  Of  individuals  there  are  1,240, 159 
corporations,  258  partnerships;  and  there  are  of  refining  concerns  not  in  the 
remotest  degree  related  to  the  Standard  Oil  Company  8  active  large  concerns 
chartered  by  and  doin^  business  in  the  State  of  Ohio,  which  makes  a  grand  total 
of  concerns  doing  busmess  in  cofiipetition  with  us  of  1,665  in  the  Lima  district 
against  Mr.  Monnett's  1  concern  that  he  could  name  and  1  business  man  that  had 
a  station  at  Mansfield. 

Q.  (By  Mr.  Phillips.)  What  per  cent  of  the  Lima  field  do  you  control  in  pro- 
duction?— ^A.  I  have  that  here. 

Q.  (By  Mr.  A.  L.  Harris.)  I  had  in  my  mind,  when  I  asked  Mr.  Monnett  the 
question,  the  refining  companies,  not  the  producing  companies. — ^A.  He  answered 
also  regarding  the  producing  companies — regarding  them  all. 

Q.  I  asked  the  question  with  reference  to  the  refining  companies,  and  I  think 
that  he  intended  to  make  the  answer  to  my  question. — ^A.  His  answer  mentioned 
producing  companies,  and  he  spoke  about  the  Penn  Company  being  a  producing 
company,  but  claimed  that  was  ours. 

Q.  Is  that  a  refining  company? — ^A.  It  is  a  producing  company. 

Q.  rBy  Mr.  Ratchford.)  The  witness  has  stated  that  the  Standard  Oil  Com- 
pany nas  virtually  no  interest  in  a  number  of  producing  companies  he  has  men- 
tioned. Have  they  no  interest  in  the  refining  companies?— A.  None  whatever,  I 
believe. 


§ 


.  No  relations  with  refining  companies?— A.  None  whatever. 
_    __ ^g^  _      .  ..      _   . 


j.  ^By  Mr.  A.  L.  Harris.)  How  many  refineries  outside  of  the  Standard  are  in 
operation  in  Ohio  now?— A.  I  have  just  given  them.  I  do  not  think  this  covers 
them  all,  but  the  la^er  ones.  This  was  made  the  first  of  the  year.  They  are: 
Craig  Oil  Company,  Cleveland  Refining  Company,  Diamond  Oil  Company,  Man- 
hattui  Oil  Company,  National  Refining  Companv,  Producers' Re&iing  Company, 
Paragon  Refining  Company,  and  the  Sim  Oil  Company.    This  is  made  up  wiUi 

iSeep.318.  <SeeT).aS5.  *Seep.ad6. 

*  Detailed  list  filed  with  commissloii.    The  remiers  are  Indnded  in  the  general  list  of  compet- 
ing refiners  grlven  above,  pp.  641,  M9. 
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reference  to  the  Ohio  field.  1  might  say  also  that  the  bosinefls  dome  by  these  com- 
paoies,  and  in  which  we  had  not  one  dollar  of  interest,  direct  or  indirect,  or  one 
iota  of  control  in  any  way,  agjgnregated  for  the  5  years  from  l&H  to  1808,  inclnsiye, 
14,647,949  barrels.  I  am  reminded  there  are  some  Cleveland  refineries  in  oompe^ 
tition  with  onrs,  not  indnded  in  this  list.  By  the  way,  these  Cleyeland  refineries 
are  included  in  the  sraneral  list  of  refineries  which  I  gaye  in  answer  to  Mr.  Lee*8 
testimony.  I  have  farther  a  sniyplementary  list  of  competitive  producing  com- 
panies, xnade  up  of  organizations,  corporations,  partnerships,  and  individuals 
operating  in  southern  Ohio,  apart  from  the  Lima  field,  aggregating  16  corpora- 
tions, 8  partnerships,  69  individuals,  or  a  total  of  98  in  that  section,  which  should 
be  added  J 

AGITATION  OF  THE  OltrTEST  <^UESTION   IN  BNOLAND. 

Mr.  Monnett  shows  his  vindictiveness  as  against  the  American  oil  industry  by 
applauding  a  scurrilous  pamphlet  put  out  by  one  of  the  yellow  journals  of  London 
at  the  instance  of  the  Russian  oil  dealers  as  against  American  oil.*  There  was 
not  a  word  of  justification  for  the  statements  made,  and  a  committee  of  Parlia- 
ment, who  have  gone  into  the  subject  most  thoroughly  with  reference  to  possible 
legislation  on  the  oil-test  Question  in  England,  have  upheld  American  ofl  as 
fi^ainst  all  the  outrageous  charges  made  by  the  Russian  industry  and  given  pub- 
licity through  this  scurrilous  pamphlet.  I  wish  to  say  one  word  on  the  magnitude 
of  the  Russian  oil  industry  and  its  menace  to  our  American  indusby.  NfowlMre 
during  the  past  year  have  they  made  so  determined  an  effort  against  American 
oil  as  they  have  m  England,  and  they  have  retained  a  journal  of  the  lowest  order 
to  make  tnese  scurrilous  attacks.  The  name  of  the  journal  is  the  Star,  and  this 
pamphlet  is  published  undoubtedly  at  their  instance,  although  it  is  anonymoos  in 
Its  chanbcter.  Even  the  Russian  people  who  put  it  out  would  not  put  their 
names  to  it.  I  have  here  a  further  statement  of  the  Russian  oil  industry,  giving 
statistics  in  detail,  which  I  am  sure  you  will  find  of  great  interest. 

^.  (^By  Mr.  Jenks,  )  Can  you  ^ive  us  a  reference  to  the  official  statements  of  the 
committee  of  Parliament  to  which  you  refer?— A.  I  will  get  that  for  yon.* 

Q.  (By  Mr.  Farquhar.  )  You  state  the  Star  article  is  on  the  side  of  the  Russian 
industry?— A.  They  applaud  the  Russian  oil  and  decry  American  oil;  that  is  the 
purpose  of  the  publication.    The  thing  is  to  cry  down  the  American  oil. 

Q.  And  you  claim  they  injure  the  Standard?— A.  That  is  where  they — ^yes;  we 
are  the  large  distributors. 

S.  What  is  the  test?— A.  78  Abel. 
.  What  is  the  equivalent  of  the  test?— A.  About  120.    I  might  add  a  further 
list  of  the  Ohio  companies  organized  since  November,  1898,  and  not  yet  published. 
I  will  put  them  in.' 

PRICES  OP  CRUDE  AND  REFINED  OIL,  1870  TO  1898. 

Mr.  Monnett  endeavors  to  make  a  statement  that  the  dismantling  of  the  Stand- 
ard Oil  Company  would  reduce  prices  of  oil  to  consumers.^  I  wish  to  answer  this 
bygiving  statistics  showing  the  record  of  cost  and  prices  for  a  period. 

The  world-wide  facilities  employed  by  the  Standard  Oil  Company  and  its  affili- 
ated interests  for  the  distribution  ot  refined  oil  would  involve  years  of  effort, 
and  a  similar  amount  of  capital  to  replace,  and  would  immeasurably  increase  the 
cost  of  oil  to  the  consumer. 

(J.  (By  Mr,  Jenks.)  The  price  of  refined  oil  in  the  table  is  the  average  export 
price? — ^A.  Yes. 

Q.  Export  prices  fix  the  price  of  domestic  refined? — ^A.  Substantially  so.* 

^.  Can  you  furnish  to  the  commission  also  a  list  of  prices  of  refined  water- 
white  oil  in  the  oil  markets  of  New  York,  Chicago,  ana  Cincinnati?— A.  If  you 
will  give  me  a  memorandum  of  that  I  will. 


>  Placed  on  file  with  commission. 

«  See  p.  819. 

*  On  me  with  oommission. 


*  See  p.  8S3.    See  also  p.  817;  Mr.  Thurber .  p.  4;  Mr.  Westgatejpp.  871, 8RB. 

*  Compare  Mr.  Westgate,  pp.  871, 878;  Mr.  Lockwood,  pp.  894, 806. 
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Averaae  pricet  received  far  deliveriea  of  standard  white  iUwninating  oiis  at  New 
York  City,  Chicago,  III.,  and  Cincinnati,  Ohio,  during  yean  1886  to  1899, 
indiMiiK. 

[Prices  given  are  cents  per  nUon  In  balk,  eicltudve  ol  the  packue;  £t  cents  per  KsUon  added 
will  give  avernse  price.  Incladlng  CATrel.] 
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fiu^ufftv— Continiied. 


CmCAOO,  ILL. 


Wtaereapon  the  commisrion,  at  1  o'clock  p.  m.,  took  k  receas  until  9  o'clock. 

INDKPENDEH1B  WANTED  TO  COHBINK  WITH  THE  BTANDARD. 

Q.  (By  Mr,  Phillips.)  Will  70a  contitiiie  ^onr  stBt^ment?— A.  I  will,  Tvitit 
pleasure.  I  desiTe  to  make  a  word  of  explananon.  Senator  Lee  haa  called  my 
attention  to  the  fact  that  in  his  opinion  my  t«etimony  indicated  that  Us  approacn 
to  ne  with  reference  to  their  bueineee  was  with  a  view  to  eelling  their  properties. 
I  did  not  mean  so  to  stat».  His  approach  to  us  was  with  a  view  to  combination. 
I  supposed  I  bad  so  clearly  stated  it;  I  make  this  statement  in  the  fear  I  did  not. 

Q.  Was  it  in  regard  to  combination,  or  was  it  jnst  not  to  be  interfered  with  in 
^tting  a  line  through  to  New  York — the  right  to  live,  rather  than  tbo  combina- 
tion; was  it  not  pnt  in  that  form?— A.  My  anderatanding  of  it  was,  as  I  have 
stated,  a  combination.' 

MR.  THEODORE  F.   DAVIS. 

I  take  np  farther  the  testimony  of  Mr.  Theodore  F.  Davis,  of  Marietta,  Ohio. 
It  ia  a  trifle  difflcnlt  for  ns  to  nnderstand  why  this  ^ntleman  sbonld  hav« 


appeared  before  you;  be  certainly  has  had 
as  an  owner  of  a  refinery,  tiiat  wonld  at  a 

n  tbis  important  snbiect.    He  has 


a  refinery,  tiiat  wonld  at  all  qn^fy  him  to  appear  be£re  vol 
s  important  snbiect.    He  has  nad  an  interest  in  a  little  alle      . 
refinery  at  Marietta,  which  be  bonght  when  he  was  somewhat  in  politico.    He 


ttie  refining  of  oil,  or 

J  before  you  as 

a  little  allwod 


>  Bee  ftbove,  pp.  BSD  and  S81. 
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and  I  had  forgotten  that  there  was  snch  a  thing  until  his  appearance  here. 
Immediately  after  his  appearance  before  yon  he  evidently  thonght  he  had  again 
made  himself  prominent  enough  to  succeed  in  selling  it,  and  he  came  to  me  in 
New  York  offering  to  sell  this  property.  I  will  submit  a  letter  from  him  on  the 
subject,  and  my  replv  thereto,  which  covers  all  that  need  be  said  of  this  case.  I 
think  the  only  possible  ejn>lanation  on  this  matter  with  reference  to  his  api)ear- 
ance  is,  that  he  came  at  Mr.  Monnett's  invitation  as  one  of  his  combination.  His 
letter  was  written  after  his  interview  with  me;  my  reply,  as  you  will  see,  imme- 
diately followed  it.  His  letter  is  dated  July  13, 1899;  nis  appearance  here  before 
you  was  on  June  9, 1899. 

*'I  called  on  you  about  2  weeks  ago  with  letter  of  introduction  from 


,  and  I  presented  the  matter  of  negotiation  for  my  refinery  property  at  this  I 


place.  You  made  memorandum  of  it  and  stated  that  you  would  present  the  mat- 
ter to  your  people  soon  after  the  4th  of  July,  and  as  I  have  not  heard  from  you, 
E resume  ^ou  have  overlooked  it.  I  have  permitted  one  option  to  expire  and 
ave  declmed  the  proposition  of  another  party  to  negotiate  for  them,  not  mtimat- 
ing  wh^  I  do  so,  which  is  my  appointment  with  you  in  regard  to  the  matter. 
Please  mdicate  your  desire  in  regard  to  whether  you  are  inclined  or  desire  to 
further  consider  the  negotiation.    I,  as  stated,  much  prefer  dealing  with  your 

gK>ple  than  with  others,  yet  do  not  want  to  let  the  favorable  conditions  pass  by. 
oxnng  to  hear  from  you  soon, 

**  Very  truly,  yours,  Theo.  F.  Davis." 

To  which  I  replied,  under  date  of  July  18: 

"  I  am  duly  in  receipt  of  your  favor  of  July  13.  I  beg  to  return  you  herewith 
the  schedule  of  refinery  property  which  you  left  with  me.  The  prop^i^y  is  of  such 
a  character  as  to  be  without  value  to  us,  and  we  do  not  care,  therefore,  to  buy  it. 

**  Appreciating  your  expression  that  you  prefer  to  sell  the  property  to  us  rather 
than  to  other  buyers,  I  am, 

**  Truly,  yours,  Jno.  D.  Archbold." 

I  do  not  suppose  it  is  at  all  necessary  to  take  up  any  further  statements  regard- 
ing this  gentleman.  I  have  an  interesting  letter  here  regarding  him  from  his 
partner  in  the  refinery  business,  but  I  will  not  read  it  unless  you  ask  it  to  be  read. 

Q.  What  do  you  e&y  about  reading  this  letter?— A.  It  is  a  i)ersonal  letter,  but  I 
can  read  that  part  of  it  referring  to  the  matter.  It  is  from  Mr.  Macdonald,  and  he 
authorized  me  to  use  it  if  I  cared  to.  Some  parts  of  it  are  so  personal  that  under 
snggestions  made  here  I  would  not  read  them. 

Q.  (By  Mr.  Clarke.)  What  is  your  purpose? — A.  Nothing,  except  to  show  the 
character  of  the  gentleman  in  relation  to  the  refining  trade,  appearing  here  as  one 
havlngknowledge. 

Mr.PHiLLlFS.  Without  objection,  the  letter  will  be  read,  omitting  the  personal 
parts. 

The  Witness.  The  letter  is  dated  at  Newark,  Ohio,  July  17, 1899,  and  is  from 
George  T.  Macdonald. 

(Witness  at  this  point  read  the  letter.) 

MR.  T.  B.  WE8TOATE— THE  PURE  OIL  COMPANY  IN  NEW  YORK. 

I  have  to  answer  next  concerning  T.  B.  Westgate.    Mr.  Westgate  begins  by 

going  over  substantially  the  same  n'ound  with  reference  to  the  advent  of  the  Pure 
►il  (Company  in  Greater  New  York,*  which  has  already  been  covered  in  the  testi- 
mony of  Mr.  Lee. 

IMITATING   BRANDS  AND  COLORS. 

He  makes  a  statement  charging  that  the  Standard  Oil  Company  imitated  his 
vellow  barrels  and  used  his  brands  so  that  they  might  get  trade  which  he  had 
built  up  by  the  use  of  these  barrels  and  brands  as  a  sx>eciaj  trade-mark.*  I  have 
carefully  investigated  that  Question,  and  I  find  it  to  be  the  fact  that  instead  of 
our  havmg  attempted  to  use  Mr.  Westgate *s  brands  the  real  facts  are  he  used  our 
brands.  The  yellow  brand,  as  defining  a  certain  special  quality  of  oil,  had  been 
in  use  by  us  in  that  territory  for  many  years  before  Mr.  West^te  appeared  there, 
and  when  he  came  he  adopted  our  yellow  barrel  so  as  to  f acihtate  ms  chances  for 

-     1  See  p.  366.    Compare  Mr.  Lee,  p.  265;  Mr.  Archbold,  p.  588.  «  Hee  p.  306 
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getting  business.  I  deny  emphatically  that  wa  have  ever  tised  his  barrels  and 
rands,  and  assert  that  he  did  use  ours. 

Q.  (By  Mr.  Jenks.)  That  be  used  vonr  brand?— A.  That  he  used  our  color.  I 
deny  his  statement  with  reference  to  Doth,  and  charge  in  tnm  that  he  used  our 
barrels. 

Q.  (BvMr.  Smyth.)  How  about  the  charge  of  using  their  brands?— A.  It  is 
absolutely  untrue;  absolutely  and  unqualifiedly  untrue. 

<j.  (By  Mr.  Jenks.  )  The  statement  was  made  here,  I  believe,  that  you  had  used 
the  brand  **  Sunliffht  Doubly  Refined/*  but  put  your  name  on  the  outside  of  the 
circle,  which  would  not  be  an  exact  imitation,  but  would  be  using  the  same  that 
he  was  using  for  his  oil?— A.  No;  I  deny  the  whole  matter  in  toto. 

Q.  You  had  yourselves  been  using  barrels  of  that  same  color  before  he  began 
selling  in  that  territory? — A.  I  know  so,  because  I  had  to  do  business  in  that  sec- 
tion and  wil^  the  company  who  made  the  yellow  barrela,  and  knew  all  about  it. 

COMPETITION  AT  FULTON,  N.  Y. 

Q.  In  regard  to  the  statement  about  Fulton,  N.  T.?^— A.  The  facts  are  that  he 
first  enticed  away  from  us  the  man  Crandall,  to  whom  he  refers.  He  began  a 
campaign  against  our  trade  by  cutting  prices.  We,  in  self-defense,  finally  put  on 
another  seller  of  oil  to  compete  with  him  and  to  regain  lost  trade. 

CHARLES  FREY,  OF  HOBOKEK— ALLBOBD  PRICE  AORESMENT. 

He  goes  with  great  particularity  into  the  case  of  Charles  Frey ,  of  Hoboken ,  N.  J . , 
whom  he  characterizes  as  a  Gh9mum  with  Bismarckian  blood  in  him,  wbo  had 
threatened  us  with  dynamite,  etc.*  I  carefuUv  investigated  the  case,  haTuiff 
talked  personally  with  our  Jersey  City  agent,  who  was  our  ag;ent  at  the  period 
mentioned  by  Mr.  Westgate.  He  denies  emphatically  ever  havingmade  any  such 
threat  toward  Mr.  Frey  as  Mr.  Westgate  testified  to,  or  ever  having  had  any  under- 
standing with  him  as  to  prices  in  connection  with  the  marketing  of  Mr.  Weet- 
gate*s  on  or  any  competitive  oil,  as  Mr.  Westgate  testifies.  As  a  matter  of  fact, 
the  man  Frey  was  a  customer  of  ours  to  a  considerable  extent,  having  bought, 
in  the  year  1890,  his  principal  supplies  from  us;  he  was  a  man  of  violent  temper, 
an  avowed  anarchist;  he  has  not  been  in  the  business  for  a  number  of  years  now, 
although  Mr.  Westgate^s  testimonv  would  carry  the  impression  that  he  has  con- 
tinued to  help  him  in  the  sale  of  oil  at  Hoboken.  The  last  known  of  him  was  that 
he  was  runmng  a  saloon  in  Brooklyn. 

UNDBRBILLINQ  OF  TANK  CARS. 

Mr.  Westgate  alleges  at  great  leng[th  and  with  some  particularilnr  the  under- 
billing  of  tank  cars,  citing,  as  a  special  case  of  which  he  had  special  knowled^pe, 
snipments  from  Clean,  to  points  eastward.* 

I  beg  to  present  to  ^ou  here  letters  from  the  officials  of  the  Western  New  York 
and  Pennsylvania  Railroad  and  the  Erie  Railroad,  being  the  only  two  lines  out 
of  Clean,  on  that  subject.  I  will  read  first,  if  you  please,  the  letter  of  Mr.  Edward 
T.  Johnson,  general  freiffht  agent  of  the  Western  New  York  and  Pennsylvania 
Railway  Company,  dated  at  Buffalo.  August  10, 1899,  addressed  to  me. 

**  My  attention  has  been  called  to  the  testimony  of  Mr.  Theodore  B.  Westgate 
(who  I  think  is  a  refiner  from  Titusville,  Pa.),  before  the  Industrial  Commission 
of  Washington,  in  which  he  testified  that  it  was  his  belief  that  shiimients  of  the 
Standard  Oil  Company  from  Clean,  N.  Y.,  in  tank  cars,  were  bUled  at  a  weight 
less  than  the  actual  contents  of  same. 

*'  In  answer  to  Mr.  Westgate^s  testimony  I  would  say  that  I  have  investigated 
the  matter,  and  of  my  own  knowledge  am  positive  that  there  is  no  arrangement 
of  this  kind  now,  nor  has  there  been  at  anvtmie  heretofore,  between  this  company 
and  the  Standard  Cil  Company,  or  any  oi  its  representatives.  On  the  contrary, 
I  do  know  that  on  all  oil  snipments  from  Clean,  where  the  weights  have  been  per 
100  pounds,  we  have  chargea  and  collected  freight  on  the  full  capacity  of  thetuik 
cars,  based  on,  first,  6.3  pounds  to  the  gallon,  subsequently  on  6.4  pounds  to  the 
gallon,  the  change  at  Clean  beins  made  at  the  same  time  that  it  was  put  in  force 
over  the  entire  Western  New  York  and  Pennsylvania  Railway,  w'here  the 
weights  have  been  per  barrel  we  have  charged  and  collected  freight  on  basis  of 
maximum  number  of  barrels  that  the  tank  could  contain.    It  is  possible  that  in 

'  See  pp.  368, 3»  «8eep.370. 

*  S««  p.  a7S.    Se«  alto  the  tMtimonj  of  Mr.  Rio«,  p.  781;  Mr.  Page,  pp.  770-775. 
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view  of  th^^nndreds  of  cars  of  oil  that  are  shipped  from  Olean  some  clerical  errors 
have  been  made  by  which  the  weight  of  a  car  on  the  freight  bill  may  have  been 
misstated,  but  if  so  it  has  been  by  clerical  error  only,  and  not  by  any  arrangement 
with  the  Standard  Oil  Company  or  any  of  its  representatives. 

*'  The  above  is  the  situation  now,  and  has  been  the  case  for  at  least  15  years, 
during  which  time  we  have  had  fall  knowledge  of  all  traffic  matters  pertaining 
to  shipments  from  Olean,  and  the  above  statement  applies  from  all  otner  pointe 
on  this  road  as  well  as  from  Olean,  N.  Y. 

**  If  it  will  be  of  any  service  to  yon  I  will  be  elad  to  pnt  the  above  in  the  form 
of  an  affidavit,  or  will  appear  before  any  United  States  commissioner  and  testify 
in  regard  to  same. 

*'Yonrs,  truly,  **Edwd.  T.  Johnson, 

*'  Oetieral  Freight  Agent,'' 

For  the  Erie  road,  dated  at  New  York,  August  29,  1899,  addressed  to  me  by 
QeoTge  G.  Cochran,  fourth  vice-president: 

'*  Referring  to  Mr.  Harriott's  letter  to  you  of  the  28th  inst.,  in  regard  to  weights 
on  oil. 

'*  I  was  traffic  manasfer  of  the  Erie  lines  from  January,  1892,  until  March,  1896. 
and  cone  or  fully  for  this  period  in  what  Mr.  Harriott  says.    The  weight  of  6.4 
pounds  per  gallon  was  maintained  from  the  date  of  its  adoption;  previously,  the 
average  weight  applied  was  6.3  x>ounds  per  gallon. 
**  Yours,  truly, 

"Geo.  G.  Cochran, 

**  Fourth  Vioe-Presidentr 

Also  the  letter  of  Frank  Harriott,  general  freight  traffic  manager  of  the  Erie 
road: 

**  In  regard  to  the  testimony  given  before  the  Industrial  Commission  in  Wash- 
ington, June  8, 1899,  by  Mr.  Theodore  B.  Westgate,  of  Titusville,  in  which  he 
alleged  that  on  shipments  of  the  Standard  Oil  Company  from  Olean,  N.  Y.,  tank 
cars  were  billed  at  less  than  their  actual  weight,  and  m  this  way  an  advantage 
was  given  the  Standard  Oil  Company  over  other  shippers,  I  beg  to  say  that  for 
8  years  I  have  been  in  charge  of  traffic  matters,  covering  shipments  from  Olean 
and  other  points  on  the  line  of  the  Erie  Railroad,  and  I  can  state  positively  that 
there  is  not  now,  nor  has  there  ever  been,  an  arrangement  between  this  company 
and  the  Standard  Oil  Company,  or  any  of  its  agents,  of  a  nature  testified  to  by 
Mr.  Westgate.  On  the  contrsoy,  I  know  that  on  all  shipments  from  Olean,  as 
well  as  from  all  other  points  on  the  Erie  Railroad  where  our  tariff  rates  are  *  yer 
100  pounds,*  we  have  charged  and  collected  freight  on  the  full-weight  capacity  of 
the  tank  car,  based  on  6.4  pounds  per  gallon,  and  in  a  few  instances  where  rates 
have  been  '  per  barrel,*  we  have  charged  and  collected  freight  on  the  basis  of  the 
maximum  number  of  barrels  that  the  tank  car  held;  and  this  has  been  true  on 
all  shipments  made  by  the  Standard  Oil  Company,  as  well  as  by  all  other 
shippers. 

*'  You  are  authorized  to  use  this  letter  in  any  way  that  you  think  best,  and  if  I 
can  furnish  you  any  further  information,  I  will  be  glad  to  do  so. 
**  Yours,  truly, 

"  Frank  Harriott, 
'*  General  Freight  Traffic  Manager," 

I  desire  to  submit  also  a  pamphlet,'  a  book  known  as  the  Tank  Gauge  Rand- 
book,  which  covers  by  number  every  tank  car  with  its  full  capacity  tnat  is  in 
use  in  our  business,  and  which  is  in  the  hands  of  every  railroad  organization  over 
which  we  make  shipments;  and  I  want  to  state  positively  that  we  nave  no  under- 
standing, and  never  have  had,  with  any  railroad,  with  reference  to  the  under- 
billing  of  any  car. 

(}.  (By  Mr.  Jenks.)  You  state  you  have  in  your  freight  business  paid  full 
weights  according  to  the  schedules  given  in  this  pamphlet?— A.  According  to  the 
sch^ules  given  in  this  pamphlet. 

Q.  These  two  railroads  from  which  you  have  supplied  letters  are  the  only  ones 
out  of  Olean?— A.  They  are  the  only  ones  out  of  Olean.  The  concluding  part  of 
Mr.  Westgate 's  testmony,  with  reference  to  railroad  discriminations,  is  covered 
in  the  statement  already  made  in  reference  to  the  same  question  in  Mr.  Lee's 
testimony;*  namely,  that  the  cases  pendinfi^  in  the  United  States  court  are  to 
recover  freight  which  the  railroads  charge  all  shippers  on  barrels.    The  Interstate 


*  On  file  with  commission. 

«8ee  Mr.  Lee.  pp.  287. 292:  Mr.  WeHtgate.pp.;J79,.'»0;  Mr.  Archbold,p.61«. 
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Commerce  Commiaedon  decided  that  railroadB  ahoiild  carry  barrelfi  free,  and  tiie 
railroadfl,  refusing  to  accede  to  snch  a  decision,  are  testing  the  qnestion  in  the 
United  States  court.  A  final  decision  will  interest  us  to  a  larger  extent  tbhn  all 
other  shippers. 

THREAT  TO  CUT  PRICES  AT  SOUTHBE5D,  WASH. 

Q.  (By  Mr.  Jbnkb.)  Mr.  Westffate  presented  a  letter  from  Portland,  Ore^.. 
which  he  put  in  evidence,  with  reference  to  some  statements  made  by  the  special 
agent  of  the  Standard  Oil  Company.  The  essential  part  of  it  is  this:  '*  You  can 
rest  assured  that  if  another  carload  of  Sunlight  oil  arrives  at  vour  place,  it  will 
be  sold  very  cheap.  We  do  not  propose  to  allow  another  carload  to  come  into 
that  territory,  unless  it  comes  ana  is  put  on  the  market  at  one-halt  its  actual  cost 
Ton  can  convey  this  idea  to  the  young  man  who  imported  the  carload  of  Sunlight 
oil."  Signed  b^  Gheorge  C.  Flanders,  of  the  Standard  Oil  Company.*  The  ques- 
tion is  whether  m  competitive  territory  your  people  are  authorized  and  instructed 
to  make  statements  of  that  kind? — A.  if  any  such  statement  was  made,  it  was  a 
foolish  statement  bya  foolish  and  unwise  man,  and  in  our  thousands  of  employees 
we  do  have  some.  The  statement  had  missed  my  attention,  if  it  was  in  my  copy, 
or  I  would  have  investigated  it. 

Q.  I  will  give  vou  a  specific  reference  to  it:  It  is,  Portland,  Oreg. ;  G^eorgeC. 
Flimders,  special  agent. — ^A.  I  will  say  again  the  gentleman  had  no  such  instruc- 
tions; any  such  statement  as  that  was  unauthorized  and  unwise. 

(The  following  letter,  with  the  annexed  newspaper  clipping,  was  subsequently 
submitted  by  the  witness:) 

26  Broadway,  New  York,  October  27, 1899. 

Dear  Sir:  Referring  to  the  letter  submitted  to  the  Industrial  Commission  at 
Washington,  written  by  G^rge  C.  Flanders  from  Portland,  Oreg.,  to  a  merchant 
at  Southbend,  Wash.,  and  to  which  you  called  my  attention.  While  the  Stand- 
ard Oil  Company  does  compete  witn  other  merchants  for  business,  it  is  done, 
though,  on  the  basis  of  a  fair  margin  of  profit,  and  Mr.  Flanders  did  not  have  any 
authority  to  write  that  oil  would  be  sold  on  the  basis  mentioned  in  his  letter.  The 
letter  referred  to  was  written  some  years  ago  (in  March,  1894),  and  was  intended 
to  be  written  in  a  jocular  manner  to  deny  a  claim  that  he  was  selling  an  oil  infe- 
rior in  quality  to  that  sold  by  others.  The  Standard  Oil  Company  is  at  times 
unjustly  accused  of  doing  this,  as  is  evidenced  by  the  inclosed  article  taken  from 
a  Los  Angeles  paper,  and  a  wrong  construction  might  at  times  be  put  on  a  letter 
written  to  refute  a  claim  of  this  kind. 

Yours,  truly,  H.  M.  Tilford. 

J.  D.  Archbold, 

£6  Broadway,  New  York, 

ASSASSINATION  KEROSENE. 

Pomona.  Oct  6,— [To  the  Editor  of  the  Times:]  To  my  positive  knowledge  90 
per  cent  of  the  kerosene  sold  in  Pomona,  Pasadena,  Riverside,  and  Anaheim  is  a 
dangerously  low-test  oil.  To  sell  kerosene  for  domestic  use  under  a  test  of  130  in 
the  Eastern  States  is  punished  by  long  terms  of  imprisonment  and  from  $250  to 
$500  fine.  There  are  no  laws  regulating  this  matter  in  southern  California.  The 
result  is  human  life  is  sacrificed  and  many  homes  destroyed.  This  oil  is  shipped 
into  these  towns  by  the  Standard  Oil  Company  and  sold  to  the  grocers,  who  in 
turn  sell  it  to  the  public  as  the  best  Eastern  kerosene.  By  actual  tests  I  find  the 
lowest  ffrade  usea  about  the  building  of  the  Santa  Fe  Railroad  Comx>any  is  150 
fire,  and  that  sold  by  the  Standard  Oil  Company  to  the  grocers  of  those  towns  as 
follows:  Elain,  in  cans  and  cases,  118  to  120  lire;  Pratt*s  Astral,  in  cans  and  cases, 
98  to  104  fire;  Pearl,  in  cans  and  cases,  98  to  104  fire;  Eastern,  in  bulk,  98  to  104 
fire.  The  meaning  of  the  fire  test  is  at  what  temperature  Fahrenheit  will  the  oil 
throw  off  an  explosive  gas.  An  ordinary  lamp  often  attains  a  temperature  of  120 
degrees.'  Therefore,  any  oil  that  will  throw  off  this  gas  under  that  temperature  is 
termed  by  oil  men  ** Assassination  oil.'*  With  these  facts  in  view,  is  it  any  won- 
der that  lamps  explode  and  human  life  is  sacrificed?  In  the  name  of  humanity, 
can  not  the  public  be  protected  from  this  dangerous  imposition? 

H.  S.  Walker. 


1  See  pp.  aeo,  370.  *  See  Mr.  Emery,  pp.  fi!S4-ag6;  Mr.  Mathews,  p.  48ft,  top. 
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PR06P8B0U8  OIL  PRODUCSBS. 

I  will  take  np  the  testimony  of  Mr.  Lockwood.  Mr.  Lockwood  says:*  "The 
Standard  Oil  Company  have  driven  into  financial  ob^ority,  bankruptcy,  or  serv- 
itade  the  men  whose  energy  and  enterprise  have  developed  this  great  oil  producing 
and  refining  industry  of  America.*'  I  hand  you  a  statement,  made  so  much  in 
detail  that  I  will  not  attempt  to  weary  you  with  its  reading,  of  producers  who 
have  been  prominent  in  the  business  in  what  is  known  as  the  Pennsylvania  oil- 
producing  section— the  section  Mr.  Lockwood  was  treating  of. 

Q.  (By  Mr.  Smtth.)  How  many  name6?->A.  There  are  hundreds  of  them;  I 
have  not  figured  it  up—about  800.* 

8.  (By  Mr.  Kennedy.  )  Is  Mr.  Lockwood*s  name  in  the  list?— A.  I  Euppose  it  is. 
.  Are  they  arranged  alphabetically?— A.  Yes;  I  see  they  have  omitted  Mr. 
Lockwood.* 

SOUTH  IMPROVEMENT  COMPANY. 

I  deny  emphatically  Mr.  Lockwood's  statement  that  everything  contemplated 
to  be  done  for  the  South  Improvement  Company  has  been  done  for  the  Standard 
Oil  Ck)mpany.^  As  a  matter  of  fact,  the  South  Improvement  Ck)mpany  never  did 
any  business,  as  Mr.  Lockwood  well  knew,  and  the  special  features  of  exclusive 
freight  contracts,  which  were  contemplated  in  the  South  Improvement  Company, 
were  not  attempted  to  be  perpetuated  by  the  x>eople  of  the  Standard  Oil  Com- 
pan^r.  It  was  at  once  recognized  that  tliat  special  feature  was  not  d^ensible, 
and  it  was  abandoned  absolutely.^ 

PIPE-LINE  CONSOUDATION— COST  OF  PIPAGE. 

Mr.  Lockwood  refers  to  the  smallpipe  lines  which  sprang  into  existence  in  the 
early  history  of  the  oil  business.*  They  were  inadequately  capitalized  in  many 
cases;  they  were  inefficient,  and  gave  the  producers  such  poor  service  that  the 
remedy  which  was  proposed,  consolidation,  was  very  glaaly  welcomed  by  the 
producing  class  as  a  whole.  The  result  was  the  pipage  was  reduced  from  40 
cents,  which  was  the  prevailing  price  through  the  life  of  the  small  lines,  to  30 
cents,  and  after  consolidation  to  SlO  cents.'' 

(j.  About  what  time  was  the  cost  of  pipage  reduced  to  20  cents? — A.  Shortly 
after  the  consolidation  of  the  United  Pipe  Line  system. 

Q.  Has  the  price  lowered  since?— A.  The  price  has  remained  at  that  figure. 

Q.  There  hi^  been  no  reduction  in  the  cost  of  piping  for  many  years,  20  years 
or  so? — ^A.  No.  It  was  considered  a  minimum  price  and  has  been  considered  a 
fair  price.* 

Q.  (By  Mr.  Smyth.)  A  universal  price  to  all? — ^A.  A  universal  price  to  all 
comers. 

Q.  The  cost  of  building,  controlling,  and  managing,  I  presume,  has  lessened?— 
A.  It  has  lessened  and  increased.  If  you  figure  from  t(>day's  standpoint  it  will 
be  higher  of  course.  The  long  distances  involved  in  laying  the  lines  to  some  of 
the  fields,  notably  the  field  that  Mr.  Rogers  spoke  of— the  West  Virginia  field — of 
course  require  extensive  operations. 

NO  DISCRIMINATIONS  SINCE  THE  INTERSTATE-COMMERCE  LAW. 

Mr.  Lockwood's  statement  that  discriminations  were  continued  in  favor  of  the 
Standard  Oil  Company  after  the  interstate-commerce  law  was  passed^*  I  desire 
to  meet  with  absolute  denial,  and  challenge  liim  for  any  such  record.  He  makes 
this  statement,  and  then  attempts  to  fiive  it  color  by  referring  to  a  ridiculous  case 
which  he  and  some  of  his  copatriots  had  brought  m  Clarion  County,  Pennsylva- 
iiift)  9  years  before  the  interstate-commerce  law  was  passed.  In  connection  with 
this  case  he  goes  to  the  length  of  accusing  the  supreme  court  of  the  State  of 
Pennsylvania  of  violating  the  constitution  in  order  to  prevent  a  conviction  of  the 
Standard  Oil  people.  The  statement  is  so  outrageous  for  a  gentleman  of  his  call- 
ing that  it  carries  its  own  answer,  and  perhaps  snould  have  no  further  conmient. 

THE  MATTHEWS-BUFFALO  CASE. 

^Mr.  Lockwood  ^oes  at  great  length  into  that  so-called  Matthews-Buffalo  case,* 
^s  case  as  first  instituted  attracted  a  great  deal  of  attention.  It  has  been  made 
mnch  of  in  the  sensational  press,  and  has  been  made  much  of  by  careless  writers, 

>  See  p.  884:  also  Mr.  Lee,  pp.  279, 281-283.  *  Lockwood  Oil  Company  is  mentioned. 

*  On  file  with  oommiasion.  *  See  pp.  385, 388. 

*  Bee  Mr.  Emery,  pp  619. 644;  Mr.  Bice,  pp.  706-709, 711;  Mr.  Archbold,  pp.  56(MS69. 
•See  pp.  886, 388.  ^gfeepjia 

*  See  Mr.  Lee,  p.  284;  Mr.  Rogers,  pp.  581. 588, 589;  Mr.i>hillipe,  p.  594;  Mr.  Bmery, p.  666. 
'See  p.  389. 
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and  I  am  vexy  glad,  indeed,  of  the  ODportnnitjr  to  put  this  presentation  on  record 
in  answer  to  the  charges  that  Mr.  Lockwood  has  made  about  this  case  and  the 
sensational  statements  regarding  it  which  he  gave  to  the  i)ablic  throngfa  your 
hands.  We  shall  be  glad  to  go  down,  as  repeated,  exposing  the  sensatioDal 
Charlies  that  have  been  made  in  connection  witn  it.  I  will,  therefore,  with  your 
permission,  read  this  statement: 

'*Mr.  Lockwood  attempts  to  make  mnch  of  the  so-called  Matthews-^Bnffalo 
case. 

*'And  indeed,  gentlemen,  this  case  has  been  more  often  and  more  thoitragfaly 
exploited  in  the  way  of  misrepresentation,  not  only  by  men  of  Mr.  Lockwood^s 
type,  but  by  careless  writers  of  magazine  articles  pamphlets,  and  books,  than 
any  other  case,  nnless  it  be  that  of  Rice.  It  is  high  time  that  a  simple,  saccinct 
statement  of  the  case  should  be  made,  and  I  am  glad  to  make  it. 

**  The  simple  facts  are  that  in  1881  Matthews,  with  two  others,  were  in  ths 
employ  in  confidential  capacities  of  the  Vacuum  Oil  Company,  of  Rochester,  N.  T. 
The  executive  officers  of  this  company  were  Messrs.  H.  B.  and  C.  M.  Everest,  of 
Rochester,  who,  with  their  friends,  represented  a  large  ownership  in  the  stock  of 
the  company,  and  were  by  contract  fully  in  control  of  the  management  of  the 
business  of  tne  company.  Messrs.  Everest  were  not  at  that  time,  nor  have  thev 
ever  been,  interested  in  the  stock  of  the  standard  Oil  Company.  The  Standara 
Oil  Company  were  owners  in  the  stock  of  the  Vacuum  Oil  Camj^my,  but  had  no 
direct  relation  whatever  with  the  management  of  its  affairs.  While  still  in  the 
employ  of  the  company  Matthews  and  his  two  associates  conspired  together  to 
leave  the  employ  of  the  Vacuum  Oil  Company  and  establish  a  like  business  at 
Buffalo.  To  this  end  they  had  entered  into  a  partnership  arrangement,  had  pre- 
pared themselves  by  using  the  Vacuum  Company's  patents  for  castinjEs  of  the 
material  to  be  used  in  construction,  had  thoroughly  familiarised  themsefvee  with 
all  methods  of  manufacture  and  with  the  patrons  of  the  Vacuum  Company,  and 
in  every  way  prepared  themselves  to  take  advantage  of  the  various  busineas  proc- 
esses— man^r  of  them  covered  by  patents  owned  by  the  Vacuum  Company.  There 
is  plenty  of  indisputable  evidence  that  they  did  not  expect  their  venture  at  Buffalo 
to  re^ly  succeed  on  its  merits,  but  they  believed  that  by  so  imitating  the  brands 
and  processes  of  the  Vacuum  Company  they  would  induce  the  latter  to  buy  tiiem 
out  at  a  high  price.  As  I  say,  there  is  plenty  of  evidence,  even  including  that  of 
one  of  the  parties  who  was  to  join  with  Matthews,  a  man  named  Miller,  ut&t  they 
expected  to  be  bought  up  by  the  Vacuum  Oil  Company  or  the  Standard  Oil  Com- 
pany. Efforts  were  also  made  by  the  Matthews  party  to  entice  away  other 
important  employees  of  the  Vacuum  Company.  After  the  business  was  gotten 
under  headway  at  Buffalo,  and  the  infringements  became  evident,  various  soitB 
were  brought  b^  the  \'acuum  Company  against  Matthews  and  his  associates. 
During  this  period  Miller,  one  of  the  Mattnews  i>arty,  solicited  reemployment 
with  the  Vacuum  Company,  and  finally,  after  considerable  discussion,  was  reem- 
ployed. Later,  having  some  disagreements  with  the  Vacuum  Company  with 
reference  to  the  question  of  his  employment,  he  again  coquetted  with  Matthews 
and  the  Buffalo  party,  and  as  a  result  of  his  statement  before  the  grand  jury  » 
to  what  his  intercourse  had  been  with  Messrs.  Everest,  and  of  other  statements 
made  before  the  gi*and  jury,  the  nature  of  which  was  never  disclosed,  an  indict- 
ment was  found  by  the  grand  jurv  charging  Messrs.  Everest  and  all  the  directon 
of  the  Vacuum  Company,  namelv,  Messrs.  H.  H.  Rogers,  A.  M.  McGregor,  and 
myself,  with  conspiiing  against  the  business  of  the  Buffalo  company.  The  evi- 
dence produced  in  the  case  clearly  indicated  a  carefully  concocted  effort  on  the 
pai't  of  Matthews  and  his  associates  as  against  the  Vacuum  Company,  and  the 
balance  of  the  testimony  was  tremendously  in  favor  of  the  Vacuum  Companv. 
At  the  conclusion  of  the  evidence  for  the  prosecution  the  judge  held,  as  he  could 
not  have  held  otherwise,  that  not  a  scintilla  of  evidence  had  been  produced  against 
the  so-called  Standard  people,  namely,  Messrs.  Rogers,  McGregor,  and  Archbold, 
and  directed  the  jmy  to  acquit  them,  which  they  aid. 

*'As  I  have  stated,  the  balance  of  the  evidence  in  the  case  was  so  much  against 
Matthews  that  it  seems  an  act  of  gross  injustice  that  the  judge  should  have  allowed 
the  case  against  Messrs.  Everest  to  go  to  the  jury.  The  result  of  the  trial  was 
that  the  juiy,  plainly  influenced  by  the  cunning  plea  of  the  district  attorney  in 
behalf  of  the  individual,  Matthews,  as  against  the  so-c^led  rich  corporation,  ren- 
dered a  verdict  against  Me8si*s.  Everest.  Six  of  the  jurors  made  affidavits,  copies 
of  which  I  attach  hereto,  that  they  only  agreed  to  a  verdict  on  the  basis  of  the 
minor  charge  presented  in  the  indictment,  that  of  the  enticing  away  from  the 
Buffalo  works  of  the  man  Miller  by  the  Messrs.  Everest.  The  judge  imposed  a 
fine,  the  largest  permitted  by  the  statute.  As  a  matter  of  simple  justice,  tne  ver- 
dict should  liave  been  set  aside  entirely.    All  talk  al)out  the  blowing  up  of  the 
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Buffalo  works,  which  has  been  so  mnch  exploited  by  the  yellow  journals  and  by 
careless  writers,  is  the  purest  fiction.    There  never  was  anvthing  of  the  kind. 

'*With  reference  to  Mr.  Lockwood's  statement*  that  Matthews  had  verdicts 
against  the  Standard  Oil  Company  {leople  for  civil  damages  for  $370,000, 1  may 
say  that  the  statement  is  as  false  as  every  other  feature  which  he  presents.  An 
action  was  brought  bv  Matthews  for  $20,000,  and  a  sympathy  verdict  for  that 
amount  was  rendered  by  the  jury.  Judge  Baker  promptly  set  the  verdict  aside 
as  being  excessive  and  on  the  ground  that  the  jury  were  gmded  in  their  action  by 
prejudice,  passion,  or  sympatny. 

*' Matthews  brought  further  action  for  $250,000,  which  he  never  brought  to 
trial.  Any  careful  student  of  the  case  who  will  gp  thoroughly  into  the  literature 
of  the  matter,  which  can  be  easily  presented,  will,  after  this  lapse  of  all  these 
years,  reach  no  other  conclusion  than  that  Matthews  and  his  associates,  lay  and 
professional,  were  engaged  in  an  effort  at  extortion." 

The  following  is  the  copy  of  the  affidavit  of  six  jurors,  referred  to  above: 

State  of  New  York,  County  of  Erie,  M.- 
Nicholas Demerly,  of  the  town  of  Boston,  John  J.  Kinney,  Bemhard  Schlebus, 
B.  B.  Musan,  George  W.  Havens,  John  Ueblueher,  being  severally  duly  sworn,  each 
for  himself,  deposes  and  savs:  That  he  was  one  of  the  jury  that  served  on  the  trial 
of  H.  B.  Everest  and  CM.  Everest  for  conspiracy  in  the  Erie  County  Oyer  and  Ter- 
miner in  May,  1887;  that  the  said  jury  rendered  a  general  verdict  of  guilty  against 
both  of  said  defendants.  And  deponent  further  says  that,  as  he  verily  believes, 
it  was  not  the  intention  of  said  jury,  in  rendering  said  general  verdict,  to  pro- 
nounce the  defendants  guilty  of  an  attempt  or  conspiracy  to  blow  up  or  bum  the 
works  of  the  Buffalo  Lubricating  Oil  Company,  Limited,  but  the  conviction  was, 
in  the  mind  of  deponent,  based  upon  the  enticement  of  the  witness,  Miller,  fi*om 
the  employ  of  said  oil  company,  and  he  believes  that  the  other  members  of  the 
jury  convicted  the  prisoners  on  the  same  ground.  And  deponent  further  says 
that  he  believes  the  ends  of  justice  will  be  met  in  this  case  oy  the  imposition  of 
a  fine  upon  the  defendants,  and  he  therefore  b^^  to  recommend  to  the  court  that 
the  sentence  of  said  defendants  be  that  they  pay  a  fine  only,  and  that  they  be  not 
sentenced  to  imprisonment. 

Nicholas  H.  Demerly. 

Nicholas  Demerly  was  sworn  to  before  me  this  2l8t  day  of  April,  1888. 
Subscribed  and  sworn  to  before  me  this  the  21st  day  of  April,  1888. 

Ryal  C.  Payne,  Notary  Public, 

John  J.  Kinney. 

John  J.  Kinney  sworn  to  recommendation  only. 

Sworn  and  subscribed  before  me  this  3 let  day  of  April,  1888. 

Jno.  W.  Fisher, 
Notai^  Public  Erie  County y  N.  Y. 

Bernhard  Schlebus. 

Subscribed  and  sworn  to  before  me  by  Bernhard  Schlebus  this  80th  day  of 
April,  1888. 

S.  M.  Welch,  Jr.. 
Notary  Public  in  and  for  Erie  County,  N.  Y. 

R.  B.  Mason. 

Subscribed  and  sworn  to  before  me  this  2d  day  of  May,  1888,  by  R.  B.  Mason. 

S.  M.  Welch,  Jr., 
Notary  Public  in  and  for  Erie  County. 

George  W.  Havens. 

Subscribed  and  sworn  to  before  me  this  2d  day  of  May,  1888,  by  George  W. 
Havens. 

Frank  S.  CtoiT, 
Notary  Public  in  and  for  Erie  County,  N,  Y, 

John  Ueblacker. 
Signed  by  John  Ueblacker  in  the  presence  of  John  F.  Knapp. 

1  Sm  p.  380. 
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State  of  New  Tors,  Erie  County  Clerk's  Office,  ss: 

I,  Otto  H.  Wende,  clerk  of  said  county « do  hereby  certify  that  I  have  ooiii|Maed 
the  annexed  copy  of  affidavit  and  copy  indorsements  thereon  with  an  ongiiial 
and  its  indorsements  entered  and  on  file  in  this  office,  and  find  the  same  to  be 
trae  transcripts  of  and  from  the  said  originals,  and  the  whole  of  each  thereof. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  affixed  the  seal  of  said 
connty,  at  Buffalo,  this  29th  day  of  August,  A.  D.  1899. 

Otto  H.  Wkndb,  Clerk. 

Q.  (By  Mr.  Jenks.)  You  have  detailed  records  of  the  court  which  are  at  the 
disposal  of  the  commission  if  they  desire  them? — ^A.  Yes. 

<j.  (By  Mr.  Farquhar.)  After  the  finding  of  the  court  with  respect  to  con- 
spiracy m  destroying  the  works,  in  the  seversd  actions  for  damaffee,  l  undentood 
you  to  state  that  Matthews  did  not  recover  at  all?— A.  After  Judge  Barker  set  it 
aside  there  never  was  any  further  case  brought  to  trial.  There  was  an  action 
pending  for  |250,(X)0,  which  was  never  brought  to  trial. 

Q*  (By  Mr.  Jenks.)  Did  Matthews  make  any  settlement  of  any  kind  with  those 
against  whom  judgment  was  awarded?  He  received  no  settlement  at  aQ?— A.  I 
do  not  know  what  nis  relations  were  with  his  lawyers.  It  seems,  as  far  as  I  have 
recollection  of  the  matter,  that  after  the  decision,  in  the  final  settlement  of  the 
matter,  his  lawyer  partners  got  most  of  what  was  left.  I  do  not  ^ow  that  that 
is  a  very  exceptioniu  thing,  but  it  is  true  in  that. 

THREATEN  THE  INTERSTATE  COMMERCE  COMMISSION. 

Mr.  Lockwood  makes  the  ridiculous  statement  that  the  ''combinee"  had 
threatened  the  Interstate  Ck)mmerce  Commission.*  He  evidently,  in  mAlriTig  this 
statement,  desired  to  be  understood  that  they  had  threatened  it  bodily,  but  tiiis, 
I  believe,  ne  afterwards  disavowed.* 

THE  CASE  OF  OEOROE  RICE. 

Mr.  Lockwood  goes  at  length  into  the  Rice  case,  and  attempts  to  enlist  the 
svmpathy  of  the  commission  regarding  Rice.*  I  now  desire,  fiiBt,  to  present  to 
tne  commission  a  full  statement  of  the  original  Rice  case,  made  by  Mr.  D.  O'Day, 
before  the  committee  of  the  House  of  Representatives  in  1888,*  pages  273  to  276, 
inclusive.  This  statement  covers  the  exact  facts  regarding  the  much-talked-of 
Rice  case. 

I  would  like  to  read  Mr.  0*Day's  testimony,  if  I  may  make  it  a  part  of  my  testi- 
mony. I  will  try  and  limit  it  so  as  not  to  weary  you  unduly,  reading  that  which 
pertains  as  directly  as  possible  to  the  Rice  case: 

Do  you  remember  the  Cleveland  and  Marietta  Railroad  Oompany?— A.  I  do. 
You  remember  Mr.  Pease  was  receiver? — ^A.  I  met  him  once;  yes,  sir. 
Did  you  not  have  a  conference  with  him  upon  the  subject  of  tnalring  a  rate 
over'his  railroad  for  crude  oil? — ^A.  Yes,  sir;  but  not  for  refined  oil. 

**Q.  When  was  that?— A.  I  think  it  was  in  1882  or  1888. 

**Q.  Where  did  you  desire  that  oil  to  be  transported;  from  what  point  to  what 
point?— A.  The  arrangement  that  you  speak  of  was  not  made  with  l^ir.  Pease.  An 
arrangement  was  made  with  the  managers  of  the  Wheeling  and  Lake  Erie  Rail- 
road, 1  think,  who  at  that  time  controlled  the  Marietta  Raim)ad,  which  was  con- 
tinued after  Mr.  Pease,  the  receiver,  was  appointed.  The  arraru^ement  consisted 
in  making  a  through  traffic  with  the  railroad  company  of  which  the  Macksbuig 
line  was  a  x>art.  We  made  a  connection  from  Marietta  to  a  point  south,  the  total 
arrangement  of  charge  being  divided  between  the  railroad  and  the  pipe  line. 

**Q.  What  rate  did  you  get  over  that  railroad  for  the  transportation  of  oil?— A. 
To  where? 

**Q.  For  the  distance  it  passed  over  the  railroad?— A.  A  good  deal  of  oil  was 
transported  from  Marietta  to  Cleveland.  The  bulk  of  it  was  transferred  south  to 
Marietta  and  Parkersburg. 

'*Q.  At  what  rate?— A.  I  think  the  through  pipage  rate  and  rail  rate  was  85 
cents,  as  I  recollect  it. 

':Q.  What  part  of  that  did  the  railroad  company  get?— A.  I  have  forgotten 
what  the  divisions  were.    My  recollection  is  it  was  20  and  15  cents. 

Was  it  not  10  cents?- A.  I  can  not  a&y,  sir;  I  can  not  be  positive. 

I  will  read  the  following  to  you  to  aid  your  recollection.    It  is  an  extract 


"3: 


» See  p.  380.        «  See  p.  388.         •  Fiftieth  Conprresa,  first  seesion,  House  Reports,  vol.  9. 
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of  a  letter  to  Mr.  Bappello,  general  connsel  of  the  receiver,  and  signed  by  P. 
Pease.    He  states  that— 

"  *Mr.  O'ltey,  manager  of  the  Standard  Oil  Company,  met  the  general  freight 
agent  of  the  wheeling  and  Lake  Erie  Railroad  and  onr  Mr.  Terry  at  Toledo  abont 
February  12,  and  made  an  agreement  (verbal)  to  carry  their  oil  at  10  cents  per 
barrel.  3nt  Mr.  O'Day  compelled  Mr.  Terry  to  make  a  85-cent  rate  on  iJl  other 
oil  going  to  Marietta,  and  that  we  shonld  make  the  rebate  of  25  cents  per  barrel 
on  all  oil  shipped  by  other  parties,  and  that  the  rebate  shonld  be  paid  over  to 
ihem  (The  Standard  Oil  Company) ,  thns  giving  ns  10  cents  pjer  barrel  for  all  oil 
shipped  to  Marietta,  and  the  rebate  of  25  cents  per  barrel  going  to  the  Standard 
Oil  Company,  making  that  company,  say,  $25  per  day  clear  money  on  Mr.  Oeorge 
Bice's  oil  alone.* 

"  State  whether  that  is  a  tme  statement.— A.  It  is  not  a  true  statement. 

"  Q.  In  what  respect? — A.  In  the  respect,  first,  of  the  divisions.  It  may  be  tme 
regarding  that,  but  I  am  not  sore  of  that;  I  do  not  recall  it  well  enongh  to  know. 
It  18  not  a  tme  statement  that  we  compelled  the  road  in  any  sense  to  do  anything 
of  the  kind. 

'*  Q.  Were  yon  not  under  yonr  agreement  to  have  yonr  oil  transported  from 
Marietta  over  the  railroad  at  10  cents  a  barrel?— A.  We  had  an  arrangement  by 
which  the  through  rate  from  the  wells,  which  included  the  pipeage  charge,  was 
to  be  a  certain  figure,  and  was  to  be  divided  between  the  railroads  and  ourselves. 

'*  Q.  What  share  did  the  railroad  get?— A.  My  recollection,  which  is  rather 
hearsay,  was  20  cents  pipeage  rate  and  the  railroad  15  cents. 

'*  Q.  And  not  10  cents?- A.  I  do  not  want  to  be  positive  of  that. 

•*  By  the  Chairman: 

'*  Q.  Does  that  rate  which  you  give  include  your  local  pipeage,  too? — A.  Yes, 
sir. 

"ByMr.  GowEN: 

* '  9'  ^^^^®  ^^  ^^^  ^^  strike  the  railroad?— A.  At  a  place  known  as  Macksburg. 

"  W*  ^®^*  from  there  to  Marietta,  Ohio?— A.  Yes,  sir. 

"  Q.  Now,  I  ask  you  if  the  rate  which  the  railroad  received  out  of  the  joint  rate 
was  not  only  10  cents  a  barrel?— A.  My  recollection  is,  as  I  said  before,  15  cents; 
I  won't  be  positive  of  that. 

"  Q*  Would  you  assert  your  recollection  {u^ainst  a  judicial  determination  of  this 
question  by  the  court? — ^A.  I  certainly  should  not. 

**  Q.  Now,  did  you  not  make  it  as  a  x>art  of  that  arrangement  that  this  railroad 
comxMuiy,  or  its  receiver  or  manager,  should  charge  a  certain  Mr.  George  Bice, 
who  was  a  competitor  with  you,  a  higher  rate  on  his  oil?— A.  No,  sir. 

**  Q.  You  did  not?— A.  We  did  not. 

**Q.  Were  you  not  to  receive  and  did  you  not  receive  from  this  railroad  or  its 
business  a  parent  to  your  company  on  account  of  the  oil  they  transported  for 
Mr.GhBorge  Bice?— A.  Yes,  sir;  tne  railroad  company  agreed  that  the  rates  should 
cover  iJl  oil  transported. 

'*  Q.  What  rater— A.  The  fixed  rate  as  between  the  railroad  and  the  pipe  line. 

**  Q.  That  is  to  say,  that  when  the  through  rate  of  35  cents  was  charged  on  the 
oil  wnich  passed  through  your  pipe  line  and  their  railroad  together,  and  out  of 
which  you  received  20  or  25  cents,  as  your  recollection  may  be,  tiney  were  to  charge 
the  same  rate  to  Mr.  George  Bice,  whose  oil  passed  only  over  their  railroad  and 
not  through  ^our  pipe  line?— A.  There  was  nothing  special  about  George  Bice;  it 
covered  the  oil. 

**  Q.  But  did  that  other  oil  which  was  in  competition  with  you  pass  through 
your  pii)e  line?— A.  No,  sir. 

DRAWBACK  ON  OTHSBS'  OIL  RETURNED  BY  ADVICE  OF  COUNSEL. 

*  Q.  Did  not  they,  therefore,  on  that  oil  which  only  passed  over  their  railroad  and 
not  uirouffh  your  pipe  line  pay  toyou  the  same  allowance  or  rebate  that  they  did 
on  your  ou  which  did  x^ass?- A.  They  did,  but  we  returned  it,  through  the  advice 
of  our  counsel,  Mr.  Dodd. 

[.  How  long  did  you  keep  it?— A.  A  very  short  time. 

j.  It  was  a  not  time  for  Mr.  Bice?— A.  I  don't  think  it  was;  he  was  a  hot  man. 

\,  The  result  of  that  arrangement,  if  it  had  been  carried  out— assuming  your 

recollection  to  be  correct— you  would  have  paid  15  cents  to  the  railroad  for  your 

oil  and  Mr.  Bicf  would  have  paid  85  cents,  would  he  not?— A.  No,  sir;  he  had  the 

privilege  of  doing  what  he  did,  which  he  afterwards  did  do. 

**  Q.  Ue  waf  not  using  your  pipe  line?— A.  No,  sir;  we  tried  to  get  him  to  make 


if 


I 
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an  arrangement  with  os  to  nee  our  pipe  line,  but  he  would  not  do  it;  lie  wanted 
a  better  rebate  than  anybody  else. 

*'  (j.  He  had  his  own  means  of  bringing  this  oil  to  the  railroad;  he  did  not 
reqmre  vonr  pijte  for  that  service?— A.  He  required  the  pipe  to  get  his  oil  to  Mari- 
etta, and  subseanently  laid  a  pipe  to  Marietta. 

*  Q.  Was  not  this  the  fact,  as  Judge  Baxter  has  found  in  this  case,  that  Mr. 
Rice,  who  at  that  time  only  used  the  railroad,  paid  85  cents  for  the  transportatum 
of  a  barrel  of  oil?    Was  not  that  true?— A.  I  took  it  to  be  true. 

'*  Q.  Now,  out  of  that  sum  how  much  did  you  get  from  the  railroad  oat  of  what 
they  received  from  Mr.  Rice?— A.  We  did  not  get  any;  that  is,  we  did  not  retain 
any.  The  railroad  company  agreed  to  account  to  us  for  the  oil  that  went  over  its 
lines,  and  they  did  make  an  accounting,  to  my  recollection,  of  about  $200  or  $S50. 
or  somethiiig  like  that,  on  oil  other  than  that  which  passed  through  onr  Hues. 
Our  counsel,  Mr.  Dodd,  advised  me  that  we  could  not  do  that  busmeea,  and  we 
refunded  the  money. 

**  Q.  Was  that  refunded  before  the  investigation  of  the  case  took  place  in 
court?— A.  I  do  not  know;  I  do  not  remember. 

*'  Mr.  Buchanan.  Before  this  examination  proceeds  any  further,  I  wish  to  say 
that  the  use  of  the  terms  *  in  court  *  and  '  Judge  Baxter '  indicates  to  me  tbaX  there 
has  been  litigation  upon  this  subject  between  Mr.  Rice  and  some  company.  I 
would  like  to  know  oef ore  the  examination  goes  any  further  whether  there  has 
been  such  litigation  between  Mr.  Rice  and  any  company  represented  by  or  tbirt 
would  be  bound  by  the  statements  of  the  witness  now  upon  the  stand;  and,  second, 
whether,  if  such  utig[ation  has  been  had,  it  is  concluded  and  the  matter  disposed 
of  in  the  courts,  or  is  in  any  way  still  pending.  I  ask  this  question  solely  for 
information,  because  I  do  not  know  anyttiing  about  the  matter. 

*'  Mr.  QowEN.  No,  sir;  the  proceedings  are  entirely  completed.  It  was  not  a 
suit  between  Mr.  Rice  and  anybody.  It  was  a  ^^oceeding  against  the  receiver  oi 
this  road  to  dismiss  him  from  his  receivership.  That  has  been  terminated.  It  has 
been  dismissed,  the  case  is  ended,  and  reported  in  the  Federal  Reporter. 

**  Mr.  Smith.  Who  rendered  that  decision? 

*'Mr.  GK>WBN.  Judge  Baxter;  he  removed  him. 

**  Mr.  Smith.  Was  ne  judge  of  the  United  States  court? 

**  Mr.  Gk)WEN.  He  was  judge  of  the  circuit  court  for  the  southern  district  of 
Ohio. 

**  Mr.  Smith.  A  United  States  court? 

**Mr.  GowBN.  Yes,  sir. 

**  The  Chairman.  I  understand,  in  answer  to  Mr.  Buchanan,  the  information 
is  furnished  that  there  was  a  proceeding  pending  to  remove  a  receiver;  that  pro- 
ceeding resulted  in  the  finding  by  the  court  removing  him,  and  that  litigation  is 
closed. 

'*  Mr.  Gk>wEN.  That  branch  of  the  litigation  is  closed. 

**Mr.  Buchanan.  That  answers  my  inquiry.  But  there  has  been  another 
remark  made  that  leads  me  to  ask  if  there  is  any  other  branch  of  the  case  remain- 
ing unclosed? 

**  Mr.  QowEN.  Only  this:  The  jurisdiction  that  the  United  States  court  was 
enabled  to  take  over  this  case  arose  from  the  fact  that  a  receiver  had  been 
appointed  in  a  proceeding  in  that  court  to  foreclose  the  mortgage,  and  therefore 
as  the  receiver  was  an  officer  of  that  court,  the  court  took  jurisdiction  of  this  ques- 
tion. Whether  l^e  proceeding  to  foreclose  the  mortgage  is  ended  or  not  I  do  not 
know. 

**  Mr.  Buchanan.  That  answers  my  question. 

**  Mr.  Gk)WEN.  There  is  no  other  suit  i)ending  about  it  that  I  know  of. 

"  By  Mr.  Qowen: 
**9*  Where  did  this  oil  that  was  transported  over  this  railroad  to  Marietta 
originate? — A.  In  the  country  in  and  about  Macksburg. 
"Q.  Ohio?— A.  Yes,  sir. 

**  Q.  There  is  a  smshU  oil  field  near  the  Macksburg  field  in  southeastern  Ohio?— 
A.t   xes,  sir. 

**  Q.  How  far  is  that  field  from  the  Ohio  River?— A.  Perhaps  15  or  30  miles; 
somewhere  along  there. 

Q.  The  largest  town  near  to  it  on  the  Ohio  is  Marietta?— A.  Yes,  sir;  south. 

"By  Mr.  Smith: 
Q.  You  stated  that  the  charges  on  oil  were  lost  in  trying  to  get  the  business, 
if  mv  memory  serves  me  right?— A.  Very  largely. 

**Q.  How  were  they  lost?- A.  In  comi)etition  in  buying  the  oil— bidding  for 
the  oil 
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**  Q.  Bidding  for  the  oil?— A.  Yes,  sir. 


^  Did  you  have  to  purchase  of  somebody?— A.  We  had  to  purchase  oil." 
That  covers  the  record  of  the  case  as  given  under  the  sworn  testimony  of  Mr. 
O'Day,  who  had  to  do  with  it  on  behalf  of  our  interests  at  the  time,  and  I  now 
state  further,  on  carefu  [personal  inquiry  of  Mr.  O'Day,  he  informs  me  that  the 
amoniit  involved  in  the  Hice  contract,  some  $200  to  $250,  was  immediatelv,  under 
Mr.  Dodd's  instructions,  refunded,  and  that  such  refunding  was  made  before  any 
proceedings  were  instituted  as  against  the  receiver.  We  were  in  no  sense  a  party 
to  the  proceeding  against  the  receiver;  were  not  present  in  court  when  the  matter 
was  heard,  and  Bad  nothing  whatever  to  do  with  it. 

MR.  RICE  NOT  A  REFINER  OF  LATE  YEARS,  BUT  AN  AGITATOR. 

I  desire  to  state  further,  from  my  own  x>ersonal  knowledge,  that  Rice's  efforts 
for  niany  years  have  been  directed,  not  toward  making  a  success  of  his  refining 
business,  but  to  the  pursuit  of  such  a  vexatious  course  toward  us  as  would  lead 
us  to  buy  him  out  of  the  business  at  an  exorbitant  price.  In  other  words,  his 
coarse  for  many  years  has  been  a  direct  effort  toward  extortion.  In  a  personal 
interview  which  I  had  with  him,  on  his  reauest,  as  far  back  as  1886,  he  demanded 
of  me  that  we  pay  him  $250,000  in  cash  and  $50,000  i>er  year  for  5  years,  or  a  total 
of  $500,000,  for  his  Marietta  refinery,  which  was  worth  at  that  time  possibly 
$25,000  or  $30,000.  He  based  this  demand  on  the  statement  that  he  had  already 
inaugurated  a  number  of  suits  before  the  Interstate  Commission,  that  he  could 
influence  the  action  of  the  commission,  and  had  other  suits  in  contemplation 
which  he  would  at  once  press  unless  we  submitted  to  his  demand.  He  claimed 
that  if  we  did  make  the  deal  with  him  he  could  influence  the  discontinuance  of 
the  suits  already  pending,  and  that  he  would  refrain  from  bringing  others.  He 
further  stated  that  he  haa  the  ability  to  cost  us  a  very  large  amount  every  year  by 
making  what  are  termed  '^  cut  Quotations"  in  the  markets  for  refined  oil,  thereby 
unsettung  the  trade  and  compelling  us  to  make  concessions  to  our  customers  in 
the  localities  affected.  I  drew  him  out  as  much  as  possible  on  this  subject  in  the 
hope  of  g:etting  him  to  expose  his  plans  as  thoroughly  as  possible,  and  then  asked 
for  time  in  order  to  make  investigations  of  his  statements.  He  evidently  realized . 
after  some  delay  in  the  matter,  that  we  had  not  been  specially  influenced  by  his 
statements,  and  the  matter  was  allowed  to  drop.  Later,  however,  he  made  fur- 
ther efforts  in  the  same  line.' 

Rice  has  had  no  active  relation  with  the  business  nor  made  any  effort  to  have 
any  for  many  years.  I  can  not  say  positively,  but  I  believe  that  he  has  been 
supported  as  an  agitator  by  our  enemies  and  those  seeking  in  this  indirect  and 
underhanded  way  to  annoy  us.' 

MR.   LLOYD— WEALTH   VS.   COMMONWEALTH. 

I  desire  to  say  a  word  regarding  the  effort  at  pathetic  reference  of  Mr.  Lock- 
wood  to  the  Bice  case  in  Lloyd's  book.  I  desire  to  characterize  this  statement  in 
Mr.  Lloyd's  book,  as  well,  indeed,  as  all  the  other  statements  with  reference  to 
our  business,  as  cunning  fiction,  made  up  entirely  on  one-sided  testimony  and 
dressed  for  sale.  Whether  Mr.  Lloyd  expected  to  share,  as  a  result  of  his  advo- 
cacy of  Bice,  in  what  Mr.  Bice  mignt  be  able  to  get  from  us,  I  am  unable  to  say, 
but  he  certainly  lays  himself  open  to  that  suspicion. 

I  desire  to  say  further  with  reference  to  this  book  of  Mr.  Lloyd's,  that  if  you 
are  disposed  to  waste  your  time  reading  it  you  will  find  it  with  reference  to  its 
statements  re^ardin^  the  business  of  the  Standard  Oil  Company  one  of  the  most 
untruthful,  distortea  compilations  that  was  ever  inflicted  on  a  suffering  public. 

Q.  (By  Mr.  Farquhar.)  Will  you  state  the  title  of  the  book?— A.  Wealth  V8, 
Commonwealth. 

PRICES  FOR  EXPORT,  AND  IN  NONCOMPETITIVE  HOME  MARKETS. 

Mr.  Lockwood  makes  an  absurd  statement,  intended  to  convey  the  impression 
that  at  the  same  time  refined  oil  is  sold  to  Germany  at  2  cents  a  gallon  the  people 
of  Texas  and  Arkansas  are  forced  to  pay  25  centis."  There  is,  of  course,  not  a 
word  of  truth  in  an^  such  statement,  nor  does  he  pretend  to  furnish,  nor  can  he 
offer,  any  evidence  in  support  of  it.  It  is  the  sort  of  statement  that  a  silly  dema- 
gogue would  make  in  an  effort  to  create  sentiment  on  this  question. 

^j*  See  pp.  661,  SK.    Compare  Mr.  Rice's  testimony,  pp.  749-764;  Mr.  Page,  p.  786;  Mr.  Rice's  affl- 

*8ee  ifr.  Bioe^.  749. 

'  Bee  pp.  894, 806.    See  also  Mr.  Emery,  p.  616;  Mr.  Westgate,  pp.  871,  872. 
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With  reference  to  the  coarse  of  production  and  present  competition  and  piioeB, 
Mr.  Lockwood  m^es  the  startling  admission  that  he  himself  at  one  time  aspired 
to  be  a  monopolist  and  plutocrat.  We  can  not  escape  a  shudder  at  the  thought 
of  such  a  thing. 


SOUTH  IMPROVEMENT  COMPANY. 


He  makes  an  absurd  statement '  regarding  the  railroad  companies  raisinii^  the 
price  of  crude  oil  from  40  cents  to  80  cents  and  x>ayii^  the  additional  40  cents  to 
the  South  Improvement  Comnany.  There  is  not  a  shadow  of  basis  to  support  it. 
He  convicts  himself  with  reference  to  this  matter  by  testifying  that  the  South 
Improvement  Company  was  not  carried  out.*  As  a  matter  of  fact,  I  repeat  that 
they  never  did  any  business. 

THE  standard's  CONTROL  OF  REFINING. 

Mr.  LfOckwood  testifies : 

*'Q.  (By  Mr.  Kennedy.)  Mr.  Lockwood,  can  you  state,  approximately,  what 
per  cent  of  the  refined  oil  of  this  country  is  turned  out  by  the  independent  com- 
panies?—A.  We  calculate  that  they  are  handling  about  4  per  cent. 

**  Q.  Only  4  per  cent?— A.  Only  4  per  cent;  you  know  this  is  an  immense  busi- 
ness. 

"  Q.  (By  Mr.  Philups.)  That  is,  taking  the  Ohio  oil?— A.  Taking  the  Ohio  oil 
mad  the  Pennsylvania  oil  and  all  these  different  grades  of  oil."* 

I  will  now  nresent  a  statement  showing  the  aggregate  business  done  by  the 
Standard  OU  (company  and  by  others  in  the  United  States  for  the  5  years,  18M  to 
1898,  inclusive,  in  which  it  appears  that  the  aggregate  percentage  of  all  businesB 
in  petroleum  and  its  products  done  by  the  Standard  Oil  Oompany  was  82^  fm 
this  period  of  five  years  as  ag^ftinst  competitors  17^. 

Q.  (By  Mr.  Smyth.)  That  includes  all  by-products?— A.  Petroleum  and  all  its 
products. 

BusmesH  of  Standard  Oil  Company  and  other  refiners,  years  189J^  to  1898.  indttsirt. 

[Barrels  of  50  gallons.    All  prodncts,  domestic  trade.] 


Standard  Oil  Co. 


Others. 


Year. 


18M. 

1806. 

1806 

1807. 

1886. 


Barrels. 


18,118,988 
18,848,061 
16,841«161 
18,141,479 
19,909,980 


Total 90,940,668 


Percent  I     tj„-.--.i„     I  Per  cent 
of  total. :     *»f  «*«•      of  total. 


8L4 
81.8 
88.1 
88.4 
88.7 


88.3 


4,146,888 
4,084,780 
8,600,710 
8,876,706 
8,014,000 


10,601,876 


18.6 
18.8 
17.0 
17.6 
16.3 


17.7 


TotaL 


Barrels. 


28,864,106 
28,4SS.ni 

io,n0.a» 

28,(^8.186 
28,014,086 


U0.5I0, 


THE  STANDARD'S  CONTROL  OF  PRODUCTION. 

Mr.  Lockwood  testifies  that  by  manipulation  of  price  of  Ohio  crude  oil,  in  con- 
junction with  the  railways,  we  succeeded  in  setting  the  price  down  to  an  abnor- 
mally low  figure,  and  then  bought  substantisJly  the  whole  Ohio  producing;  field.* 

I  now  present  a  statement  covering  the  years  from  1890  to  1898,  showing  our 
relation  to  the  business  of  producing  oil,  not  only  in  Ohio,  but  in  Pennsylvania, 
thinking  it  would  set  the  matter  at  rest,  as  the  question  has  been  raised: 


1  See  p.  809.  Compare  pp.  619, 644. 
s  See  p.  400. 

*  See  p.  408. 

*  See  p.  408.  See  also  Mr.  Monnett,  pp.  ns,  819;  Mr .  Boyle,  p.  480. 


STANDARD   OIL  COMBINATIONS: — ARCHBOLD. 


[Bxpreased  Id  bturels  nf  tS  gkllona.] 


P.™ 

«ri™.i«o 

Lima  oU.                 |               Onnd  total. 

Your. 

Tofj^ 

'stkodud 

Btand- 
irdOil. 

Fenuyl- 

TUiKftod 

prodnc- 
tlon. 

Stuidu^ 

Staud- 
irdOfl. 

IS::; 

iaaa.. 
van.. 

10  gee  TIB 
a(i,i«i,8e8 

lis 

e.Tsr,3S3 

U.!*8,«a 

Sl.tt 

li 

85.  AS 

III 

IB^STS.aOB 

III 

i;S:S 
!:!S:a 

s.e80.e&i 
7.2a):8w 

Is 

36.  oe 

li 

as.  as 

lgl 

I.OIB.HB 

tSii 

i3.eui.ne 

!;^':a 

8.4W,OW 

11 

11 

at.  SB 

Tot»l 

02,706,738 

as,8£B,m 

se.8s 

176,Wl,Gra 

»,0T8.lli!« 

,,» 

»l)8,190.!« 

l8t.3W.T« 

*8.TO 

This  is  in  answer  to  Mr.  Lockwood's  atatoment,  as  I  repeat,  that  we  had  hcnight 
Babntantially  the  whole  of  the  Ohio  prodncing  field.' 

Hr.  Lockwood'e  Btatement,  that  when  the  Standard  Oil  Com^ny  bny  pipe 
lines  prodncers  have  to  pay  for  it  two  to  forty  timcB  over '  is  bo  ridionlons  as  no 
to  call  for  au^  answer. 

In  conclnsion,  ^ntlemen,  it  is  really  difScnlt  to  answer  Berioosly  a  man  who 
indulges  in  snch  extravagance  of  etatement  as  has  characterized  Mr.  Lockwood's 
testimony.  Indeed ,  it  is  difBcolt  to  believe  that  he  takes  himself  seriooely.  We  can 
forgive  mnch  in  a  man  in  whose  veins  -rans  the  boiled-down  pagnadtv  of  147  revo- 
Intionary  sires,  bat  when  he  rutblessly  attacks  judges  and  conrta,  ana  claims  that 
the  entire  railroad  and  corporate  intereste  of  the  country  find  their  chief  avocation 
in  the  ' '  corrapting  of  public  affairs  and  the  debauching  of  public  men," '  1  think 
yon  will  agree  with  me  that  we  must  conclude  that  tEe  "fool  killer"  has  been 
very  remiss  in  hia  duty  in  the  vicinity  of  Zelienople,  Fa. 

HR.    kick's   CONNECTION'    WITH    CnNTF.MPT    PROCEEDINOB   AQAINBT  THE  STANDARD. 

In  confirmation  nf  the  statement  which  I  have  made  regardinf;  my  inter- 
nwatoriea  with  Mr.  Bice,  and  his  overtnres  to  me  in  connection  with  hia  bneiuese,* 
I  deisire  also  to  read  for  the  information  of  the  commiBsion  a  transcript  from  the 
teatimoiiy  of  Mr.  Rice  given  on  crosa-eiamination  in  the  suit  of  the  State  of 
Ohio  V.  The  Buckeye  Pipe  Line  Company,  taken  on  the  20th  of  February,  1899: 

'■  First,  In  relation  to  Rice's  connection  with  the  contempt  proceeding  againiat 
tbe  Standard  CHI  Company  of  Ohio. 

"Q.  Mr.  Rice,  you  know  that  a  proceeding  for  contempt  was  inBtituted  by  the 
attom^-general  of  Ohio  against  the  Sttmdara  Oil  Company? — A.  Yea,  sir. 

"  Q.  Did  you  emt^oy  counsel  in  that  case? — A.  I  did. 

"Q.  Who?— A.  W.  li.  Fla^g. 

"Q.  What  other  counsel  did  you  employ? — A.  Mr.  Kinkead. 

"Q.  HeisnowactingaBSpeaalconnselfor  the  attorney-general?— A.  Yes.sir, 

"Q.  Bow  long  prior  to  the  commencement  of  these  proceedings  in  contempt 
agiunst  the  Standard  Oil  Company  did  yon  employ  Mr.  Flagg?— A.  Two  or  three 
weeks — leea  than  a  month. 

"  Q.  Did  you  employ  him  to  assiat  the  attorney-general  in  inatitnting  and  con- 
ducting the  proceedings  in  contempt?— A.   I  should  aay  that  woola  be  most 


lucting  t 
natural. 


"  Q.  You  three  had  consulted  togetiier?- A.  Yea,  sir. 
"  9-  When  did  you  employ  Mr.  Kinkead?— A.  That  was  about  the  s 
not  just  exactly. 
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Was  he  bronght  into  this  conference  by  yon?— A.  Yes,  sir. 

At  that  time  he  was  not  employed  by  the  State?— A.  I  do  not  think  he 

He  was  your  private  counsel? — A.  Yes,  sir. 

MR.   RICE^S  OFFERS  TO  MR.    ARCHBOLD. 

*'  Cross-examination  in  relation  to  Mr.  Rice  offering  to  sell  his  property  to  Mr. 
Archbold. 

*  *  A.  He  (Archbold)  wanted  to  know  what  I  would  take  to  go  out  of  the  bosiiien, 
and  I  told  him  $250,000  and  $50,000  per  year  for  5  years;  but  several  years  before 
that  he  wanted  to  buy  my  plant  ana  I  offered  to  sell  it  for  $25,000  and  $5,000  for 
5  years,  and  before  that  time  I  offered  to  sell  it  for  $20,000.  I  have  a  perfect  right 
to  ask  what  I  please  for  my  plant. 

**  Q.  Did  you  authorize  or  request  Mr.  Or  vis  t<>  have  an  interview  with  him 
(Archbold)? — ^A,  No,  sir;  not  at  first. 


"  Q*  Did  you  at  any  time? — A.  I  may  have  done  so. 

44^,       - 


t.  You  were  to  get  $250,000  cash,  and  $50,000  for  5  years?— A.  I  guess  so.'" 
What  were  you  to  g^ve  to  Mr.  Archbold  for  that  consideration? — A.  I  was 


Now,  coming  to  the  second  interview,  did  you  have  another  interview  in 
June,  1800,  with  Mr.  Archbold,  at  his  office  in  the  Standard  Oil  building,  at  36 
Broadway,  in  New  York? — A.  I  do  not  recollect. 

**Q.  Did  3rou  then  make  a  similar  offer  to  him? — A.  I  did  not  have  a  second 
interview  with  Mr.  Archbold. 

**Q.  Did  you  at  that  time  authorize  Mr.  Orvis  to  make  an  offer  to  sell  your 
property  for  $500,000?— A.  Yes;  I  guess  I  did. 

to  sell  out  my  plant  and  ^et  out  of  the  business. 

* '  Q.  Were  you  to  refrain  from  bringing  any  further  litigation? — A.  That  was  to 
settle  up  the  whole  trouble;  I  was  to  do  nothing  further — ^have  no  litigation  or 
anything  of  that  kind."  > 

Q.  Have  you  a  general  statement  to  make  with  reference  to  the  organization  of 
the  company? — A.  I  have  a  general  statement  I  would  like  to  make. 

Q.  (By  Mr.  Phillips.)  Just  proceed  with  your  statement. — A.  I  desire  to  say 
that  this  is  a  much  pleasanter  task  to  me  than  attempting  to  answer  the  all^a- 
tions  of  the  various  witnesses.  I  did  not  come  here,  gentlemen,  desirous  of  mak- 
ing this  answer,  although  I  am  naturallv  under  some  feeling  with  respect  to  tiiese 
charf^es  so  often  and  unfairly  reiterated  against  us — ^to  assail  anyboa^  harshly— 
and  if  I  have  been  led  into  any  expression  that  seems  harsh  at  any  tune  dunnff 
the  course  of  my  answers  I  am  sorry  for  it.  It  is  out  of  the  fullness  of  what! 
believe  to  be  the  correct  answer,  and  a  desire  to  make  it  as  positive  as  x>08sible, 
certainly  not  with  any  disrespect  to  this  commission.  It  is  a  much  pleasanter 
task  for  me  to  undertake,  gentlemen,  to  say  a  word  more  particulary  m  defense 
of  the  organization  with  wuich  I  have  passed  almost  my  entire  business  life,  inti- 
mately related  with  it,  and  in  which  I  have  the  most  ];)ersonal  pride.  Shall  I 
proceed? 

Q.  (By  Mr.  Phillips.)  Certainly. 

LARGE  CORPORATIONS   A  NECESSARY  RESULT  OP  GROWING  COXMIERCB. 

Trusts,  or,  speaking  correctly,  large  corporations  are  the  necessary — indeed,  the 
irresistible— result  of  our  rapidly  growing  commerce.  In  adopting  them  we  are 
but  following  the  example  of  that  greatest  of  all  commercial  nations,  England, 
under  whose  commercial  charters  capitalization  and  scope  are  practically 
unlimited.  Any  legislative  restrictions  imposed  here  would  operate  alone  to  the 
benefit  of  foreign  commercial  competitors.  The  claim  that  such  restriction  would 
help  the  weak  and  incompetent  oi  our  own  country  as  against  the  strong  and 
aggressive  is  too  puerile  to  call  for  serious  answer.  I  speak  to-day  especially  in 
defense  of  the  ag^egation  of  capital  and  experience  in  the  petroleum  business, 
on  the  ground  of  its  absolute  necessity,  for  the  successful  development  and  pro- 
motion of  that  business.  I  am  here  to  defend  the  Standard  Oil  Company  oiganiza- 
tion,  also,  on  economic  and  ethical  grounds.  Npt  to  indulge  in  undue  leng^,  I 
will  lay  down  a  number  of  leading  propositions  in  support  of  my  x>osition,  which 
may  serve  as  texts  for  more  extended  discussion,  if  you  so  desire. 

GOOD  RESULTS  OF  THE  RISE  OF  THE  STANDARD. 

The  early  years  of  the  petroleum  industry  were  marked  by  a  chaotic  and  crude 
condition  in  all  branches  of  the  trade,  namely,  the  production,  manufacture, 

^  See  Mr.  Rice,  p.  749;  Mr.  Page,  pp.  786, 786;  Mr.  Rice's  affidavit,  pp.  TVS,  794. 
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transportation,  and  marketing;  and  the  average  quality  of  the  refined  products 
was  inferior  and  unsatisfactory.    The  advent  of  the  Standard  Oil  (Company  aggre- 
gation changed  this  entirely.    It  brought  to  the  business  ample  capital,  and  com- 
bined into  effective  working  shape  the  best  possible  talent  in  all  oranches  of  the 
business.    It  improved  quanty  and  greatiy  reduced  costs.    Ic  supplanted  old  and 
inferior  methods  and  rraneries  with  the  newest  and  most  progressive  methods 
and  most  perfectly  equipped  and  favorably  located  refineries.    It  has  been  ever  on 
the  alert  to  enga^pe  the  best  obtainable  practical  and  technical  talent  for  the 
development  and  miprovement  of  the  business  in  all  its  branches.    It  inaugurated 
new  systems  of  transportation,*  which  not  onlv  gave  to  the  producer  the  most  effi- 
cient possible  service  at  greatiy  reduced  cost,  but  a  daily  continuing  cash  market 
for  his  product  on  a  basis  of  the  best  price  obtainable  in  the  world's  markets. 
Further,  it  reached  out  and  occupied  the  markets  of  the  world  for  American 
petroleum.    Individual  effort  could  not  have  accomplished  any  such  herculean 
task  in  many  times  the  same  period,  and,  indeed,  the  efforts  of  the  Standiurd  Oil 
Company  were  none  too  quickly  made.*    If  there  had  been  as  prompt  and  ener- 
getic action  on  the  i>art  of  the  Kussian  oil  industrv  as  was  taken  by  the  Standard 
Oil  ComiMuiv  the  Russians  would  have  dominated  many  of  the  world's  markets 
which  have  been  made  to  inure  so  largely  to  the  benefit  of  the  American  oil  indus- 
try.   Later  in  the  history  of  the  trade  Russia  and  other  oil-producing  countries 
have  f  oUowed  in  the  footsteps  of  the  Standard  Oil  Company  in  the  general  markets 
of  the  world,  and  I  now  hand  you  a  statement,  i^artial  m  character,  of  the  oil 
oomxianies  of  Russia,  the  Dutch  East  Indies,  Galicia,  Japan,  and  other  countries, 
which  will  ^ve  you  some  faint  idea  of  the  menace  which  even  now  threatens  the 
American  oil  industry;  and  when  you  reflect,  gentlemen,  that  there  has  been 
brought  into  this  country  during  the  past  thirty  years  from  the  exportation  of 
petroleum  and  its  products  nearly  $1,500,000,000  you  will  appreciate  the  impor- 
tance of  this  subject. 

UBT    OF     CORPORATIONS     AND      INDIVIDUAL    FIRMS     PRODUCING     AND    RfiFINlNO 

PBTROLSUM. 

Russia, — ^Production  on  the  Peninsula  Apsheron,  on  the  west  shore  of  the  Cas- 
pian Sea:  Nobel  Bros., capital  15,000,000 rubles  ($7,000,000),  bonds  $3,750,000;  Rus- 
sian Petroleum  and  Liqmd  Fuel  Company,  formerly  Ta^ffs,  capital  £1,200,000 
($6,000,000) ;  Anglo-Caucasian  Company  (Kothschilds) ;  European  Fetroleum  Com- 
pany; Anglo-Bussian  Petroleum  Company,  Limited,  capital  £120.000  ($600,000) ; 
Sheibiefr  Petroleum  Company,  capital  £750,000  ($8,750,000):  Baku-Russian  Oil 
Company,  capital  £1,500,000  ($7,500,000);  Mantashoffs  property ,  capital  26,000,000 
rubles  ($13,()00,000) ;  Soci6t6  Caspienne  (Rothschilds),  capital  6,000,000  rubles 
($3,000,000) ,  but  money  invested  much  larger;  Caspian  CHI  Producing  and  Trading 
Company,  capital  2,000,000  rubles  ($1,000,000);  Mirzoff  Brothers  Oil  Producing 
Company,  capital  2,140,000  rubles  ($1,070,000);  Ropes  Refining  Company,  capital 
1^,000  rubles  ($600,000);  Tsoovianoff,  Rillsky,  Asadoolaielf,  Zeitlin  &  Zirk- 
vich,  Caucasian  (Ml  0)mpany,  Toomayeff  &  Co. ,  Kaplan  &  Lev,  Kascheyeff ,  Liano- 
zeff,  Viziereff,  Nagieff  Moosa,  O.  Leites,  Evarenstron,  Lootch,  Zeinaloff  &  A. 
Dembot  ^oe.,  Hatzasriantz,  Pogosoff,  Haflnm  &  Zeitlin,  Metrofanoff,  Beneinson, 
Bgiazaroff,  Nedezda,  Shagidanoff,  Melikoff,  Mananoff,  L.  M.  Leites,  Sarkiesoflf, 
Cnicnaveroff,  AdamofF  Bros.,  Sergaieff  Bros.,  and  ten  other  smaller  concerns. 

G'rognt.— Oil  territory  in  northwest  from  the  Caspian  Sea  oil  temtory :  Grosni 
Company,  of  Akhverdoff,  capital  1,500,000  rubles  ($750,000;  Moscow  Oil  Producing 
Company,  Grosni,  capital  8,000,000  rubles  ($1,500,000);  Maximof  &  Co.,  Peters- 
Durg  Petroleum  Company;  Bousanofsky;  Belgian  Company,  at  Soupsa,  near 
Batoum,  Black  Sea,  capital  575,000  rubles  j$287, 500). 

(3ki2ie{a.— Anglo-Austrian  Petroleum  (Jompany,  Limited,  capital  £125,000 
($575,000);  Mineral  Oil  Company,  Budapest  (Kothschilds);  Anfflo-Galician  Oil 
Company,  Limited,  capital  £560,000  ($2,800,000);  Galician  Petroleum  Company, 
^Pital  1^000,000  florins  ($400,000);  and  the  following  oil  territories  are  offered 
for  sale:  T.  Laszez  at  Eobyloeka,  71  acres;  Mad  Jodwigo  Biechomka,  569  acres; 
2*  Eropiwnsk  at  Schodnica,  250  acres;  Veadomir  Podhorodezki,  425  acres;  Mad 
Malwine  Szezpanska,  57  acres;  W.  Posteuski  at  Swoboda,  426  acres;  Eosimerz 
Idpinski,  128  acres,  and  a  great  many  others. 

^^■Roumanta.—Boumania  Oil  Syndicate,  capital  £500,000  ($2,500,000),  bonds 
g>000,000;  Roumania  Oil  Trust,  capital  £710,000  ($3,550,000),  bonds  $1,250,000; 
Holland  Roumania  Petroleum  Company,  capital  1,000,000  florins  ($400,000) ;  Neth- 

V^o^IMffe,  as  to  pipelines,  Mr.  Lee,  p.  267;  Mr.  Boyle,  p.  489;  Mr.  Emery,  p.  a04;  as  to  tank 
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erlandfl Ronmania Petrol^mn Company, capital  500,000 florinii  (9800.000 ):  Amster- 
dam Romnania  Petroleum  Company,  capital  1 ,000,000  florins  (f^,000) :  Konmania 
United  OU  Company,  Limited,  capital  £730,000  (18,600.000) .  bonds  $600,000;  Estate 
Prince  Cantacnzino;  Estate  Harma,  Campine:  Eistate  Prince  Montioea*  Boxen:  and 
many  conceesions  for  drilling  granted  to  natives  and  foreigners. 

Borneo,  Dutch  East  Indie* — ^Netherlands,  India  Industry  and  Trading  Company 
capital  2.000.000  florins  ($800,000),  but  $1,750,000  invested;  Bolangan  E;xpr 
Companv.  capital  150,000  florins  ($60,000);  Kotei  Exploring  Company,  c 
dOO,000  florins  ($120,000);  Martapoera  Mining  Company;  Tarakan  Mining  O 
pany,  capital  240,000  florins  ($96.000) ;  Bombay  Bormah  Trading  Company.  Bri 
Borneo,  capital  large. 

Sundries  in  Ecuit  Indies— DodBk  Mining  Company,  Celebes,  capital  125.000  floriiB 
($50,000);  Boala  Companv,  Ceram,  Molucca  Islands. 

British  India. — Burman  Oil  Company,  Limited,  Rangoon. 

Alsace,  Oermany.—Pechelhrorm  Oil  Works,  capital  3,000,000  marks  ($750,000): 
Rudolf  Biblisheim  Company,  capital  1,200,000  florins  ($480,000);  Gute  HoAimig 
Company;  Alsace  Petroleum  Company,  capital  2,000.000  florins  ($800,000);  tbe 
Petrolia  Company. 

Japan, — Mitsumata  oil  field,  Ogidaira  oil  field,  Kitayama  oil  field,  Tatsnno  oil 
field,  Yamatera  oil  field,  and  Amase  oil  field  are  worked  by  Nippon  Petroleum 
Company,  capital  unknown;  Tokyo  Petroleum  Company, capital  unknown;  Osaka 
Petroleum  Cfompany.  capital  unknown;  Echiao  Petroleum  Company,  capital 
unknown;  (Mental  Petroleum  Company,  capital  unknown. 

MiyaMwa  oil  field.  Nagamine  oil  field,  Hirayeama  oil  field,  Nita  or  Samata 
oil  fieldL  Akata  oil  field,  Miyoboyi  oil  field,  Abuaradan  oil  field,  Jabani  oil  field. 
Ida  oil  neld,  Betsuyama  oil  field,  Kosbi  oil  field,  Eatsubo,  Urase,  Katsnrazawa. 
Tsubakizawa,  Mivjayi,  Asoda,  Mizuana,  subdivisions  of  Koshi  oil  fields,  are  partiy 
worked  bv  individuals  and  the  above  comi>anie8.  In  addition  there  are  about  20 
more  oil  fields,  of  which  are  most  pr  minent  as  to  their  production  the  following: 
Niitsu  oU  field.  Shiodani  oil  field,  Koguchi  oil  field,  Niigata  oil  field,  worked  by 
individuals  and  the  above  companies. 

5i/mafra.— Royal  Dutch  Company,  capital  5,000,000  florins  ($2,000,000);  bonds. 
($1,200,000).  Sumatra  Palembang  Petroleum  Company,  capital  7,000,000  florins 
($2,800,000);  £k>is8evain  Syndical  ;  Moera  Enim  Petroleum  Companv,  capital 
10,000,000  florins  ($4,000,000);  Netherlands  India  Exploration  Company,  capital 
800,000  florins  ($120,000);  Moesi  Ilir  Syndicate;  Sumatra  Petroleum  Company, 
Limited,  capital  2,400.000  florins  ($960,000);  Shanghai  Langkt.  Tobacco  Company, 
$500,000;  w.  T.  Wisse;  Deli  Comimny;  Banjoe  Asin  Exploration  Company, 
capital  120,000  florins  ($48,000);  Nagel  Concession,  All  Cohen  Bengkoelen  Conces- 
sions, Kessler  Concessions  (about  5,000.000  acres).  Petroleum  Company  Biran. 
capital  1 ,200,000  florins  ($480,000) ;  Belang  Mining  Company,  capital  140,000  florins 
($56,000);  Palembang  Exploration  Company,  capital  250,000  florins  ($100,000): 
Langsar  Petroleum  Company  (Acheen),  capital  800.000  florins  ($320,000),  and 
many  millions  of  acres  under  concession  to  private  parties. 

Java  and  island  of  Madoera. — Dordt'sche  Petroleum  Maatj.,  capital  15,000.000 
florins  ($6,000,000);  bonds,  $2,000,000.  Rembang  Petroleum  Company,  captal 
500,000  florins  ($2()0,000);  Japara  Petroleum  Company,  capital  500,000  florins 
($200,000);  Company  Instilinde,  capital  8,000,000  florins  ($1,200,000);  Toan  Lok 
Sourb.  Petroleum  Company,  capital  800,000  florins  ($120,000) ;  Eastern  Exploration 
and  Exploiting  Company;  Tegal  Petroleum  Comi>any,  capital  500,000  florins 
($200,000);  Netherlands,  The,  India  Petroleum  Company,  capital  700,000  florins 
($280,000);  Java  Peti-oleum  Company,  capital  1,000,000  florins  ($400,000);  Bataria 
Japara  Petroleum  Exploration  Company,  capital  200,000  florins  ($80,000);  East 
India  Exploration  Companv,  capital  300,000  florins  ($120,000);  Rotterdaniscbe 
Petroleum  Company,  capital  1,500,000  florins  ($600,000);  Gaboes  Petroleum  Com- 
pany, capital  600,000  florins  ($240,000);  Sourabaya  Petroleum  Comx>any,  capital 
250,000  norins  ($100,000);  Central  Java  Exploration  and  Exploitation  Companv, 
capital  240,000  florins  ($06,000);  Polynesia  Petroleum  Company,  capital  2,400,000 
dorins  ($960,000);  Temajang  Rembang  Petroleum  Companv,  capital  500,000 
florins  ($200,000) ;  Bantjar  Development  Company,  capital  500,000  florins  ($200,000): 
Madoera  Petroleum  Exploitation  Company,  capital  100,000  florins  ($40,000) ;  Archi- 
pelago Exploration  Company  of  Amsterdam,  and  many  millions  of  acres  under 
concession  to  private  parties. 

It  is  true  beyond  a  question  that  the  result  to  the  public  of  the  operations  of  the 
Standard  Oil  Company  has  been  highly  beneficial,  and  not  hurtful,  as  its  enemies 
claim.  As  has  been  already  stated,  it  has  given  the  public  g^oods  of  vastiy 
improved  quality  at  greatly  reduced  prices.  •  It  has,  by  its  effective  system  of  dis- 
tribution, supplied  this  most  necessary  article  for  domestic  consumption  promptly 

>  8m  Mr.  Lee,  pp.  872,  «77 ;  Mr.  Monnett ,  p.  317 ;  Mr.  Westgate,  pp.  371, 872. 
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and  cheaply  to  the  most  remote  sections  of  onr  country  and,  indeed,  to  the  world. 
Beyond  all  this,  however,  it  has  given  to  the  community  at  larffe  an  opx)ortnnit7 
for  investment  in  the  business  itself,  which  it  could  never  have  nad  under  the  old 
system.  Thus  there  are  to-day  partners  in  the  Standard  Oil  Companv,  as  share- 
liolders,  to  the  number  of  fully  3,500,  where  less  than  one-twentieth  of  that  num- 
ber would  have  been  interested  as  partners  under  the  old  system. 

NO  TROUBLE  WITH  LABOR. 

It  has  been  most  beneficial  in  its  effect  on  labor.  There  could  be  no  stronger 
evidence  that  the  labor  involved  in  its  vast  operations  has  been  well  paid  and  con- 
tented than  lies  in  the  statement  that  for  more  than  a  quarter  of  a  century,  since 
the  Standard  Oil  Company  began  its  operations,  it  has  scarcely  had  a  serious 
strike  of  any  kind  amon^  any  oranch  of  its  employees — one  or  two  temporary 
strikes  among  some  special  classes  of  workmen  in  sympathy  with  other  labor 
organizations  who  were  striking,  constituting  the  sole  disturbimces.  Indeed,  it 
is  not  too  much  to  say  that  to  the  loyalty,  zeal,  and  intelligence  of  its  vast  army 
of  about  35,000  employees  the  company  is  largely  indebted  for  its  strength  and 
eflSciency.^ 

I  unhesitatingly  express  the  opinion  that,  when  the  history  of  our  time  is  writ- 
ten, it  will  a]^pear  that  the  marvelous  commercial  and  industrial  evolution  which 
we  are  ezx>eiiencing  in  this  great  country  during  the  year  1899  marks  one  of  the 
most  important  steps  of  progress  in  our  country's  history.  It  will  prove  to  be  of 
immense  value  to  all  classes  of  our  i>opulation.  The  investor,  the  consumer,  and 
the  laborer  will  all  be  benefited  by  it;  the  investor  by  the  better  security  which 
arises  through  amplitude  of  capital  for  the  business  contemplated,  and  the  com- 
bination of  talent  in  the  various  departments  of  administration;  the  consumer, 
through  improved  processes  resulting  in  better  products  at  lower  prices,  and 
more  efficient  distribution;  the  laborer,  by  steadier  employment  at  better  wages, 
and  a  better  opportunity  for  improvement  in  condition,  if  special  talent  is  shown. 

The  outcry,  gentlemen,  against  corporations  does  not  come  from  the  great, 
busy,  industrial  classes,  but  from  impractical  sentimentalists,  yellow  journals, 
and  political  demagogues;  from  the  latter,  perhaps,  more  than  any  other.  It  is 
a  veritable  attack  upon  thrift  and  prosperity.  To  listen  to  their  voice  to  the 
extent  of  imposing  restrictive  le^slation  would  mean  a  frightful  step  backward 
in  the  commercial  development  of  our  country. 

NATIONAL  CORPORATIONS  THE  NEXT  STEP  OP  PROGRESS. 

If  you  should  ask  me,  gentlemen,  what  legislation  can  be  imposed  to  improve 
the  present  condition,  I  answer  that  the  next  great,  and,  to  my  mind,  inevitable 
step  of  process  in  the  direction  of  our  commercial  development  lies  in  the  direc- 
tion of  national  or  Federal  corporations.  If  such  corporations  should  be  made 
possible,  under  such  fair  restriction  and  provisions  as  snould  rightfully  attach  to 
them,  any  branch  of  business  could  be  freely  entered  upon  by  ail  comet's,  and  the 
talk  of  monopoly  would  be  forever  done  away  with.  Our  present  system  of  State 
corporations,  almost  as  varied  in  their  provisions  as  the  number  of  States,  is  vex- 
atious alike  to  the  business  community  and  to  the  authorities  of  the  various 
States.  Such  Federal  action  need  not  take  away  from  these  States  their  right  to 
taxation  or  police  regulation,  but  would  make  it  possible  for  business  organiza- 
tions to  know  the  general  terms  on  which  they  could  conduct  their  business  in 
the  country  at  large.  Lack  of  uniformity  in  the  laws  of  various  States,  as  affect- 
ing business  corporations,  is  one  of  the  most  vexatious  features  attending  the 
business  life  of  any  great  corporation  to-day,  and  I  suggest  for  your  most  careful 
consideration  the  thought  of  a  Federal  corporation  law. 

Q.  (By  Mr.  Jbnks.)  Have  you  any  further  statement  with  reference  to  the 
organization  of  the  Standard  Oil  Company  itself? — A.  That  will  be  included  in 
the  statement  Mr.  Dodd  will  submit;  or  the  data  regarding  the  organization,  I 
think,  will  be  in  that. 

PETROLEUM   CONCERNS  IN  RUSSIA  AND  ELSEWHERE. 

I  want  to  hand  you,  in  connection  with  this  paper,  this  most  interesting  state- 
ment, which  I  think,  perhaps,  is  the  first  general  compilation  of  the  information 
Ihat  has  ever  been  made  in  the  country  here;  almost  a  surprise  to  us,  who  are 
duly  familiar  with  the  oil  business,  as  showing  a  tremendous  growth  of  the  for- 
eign petroleum  business.  I  will  only  refer  by  name  to  the  countries  in  which 
petroleum  is  now  successfully  mined  and  prepared  for  market.    Capitalization, 
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so  far  as  we  are  able  to  obtain  it,  and  the  names  of  the  companies  which,  as  I 
think,  are  substantially  accurate,  appear  on  ^is  statement. 

Q.  (By  Mr.  Smyth.)  Could  you  glTe  us  anythinf^  like  the  proportion?— A.  I 
have  the  statement  which  I  think  sm>w8  the  proportion  of  business  done.  It  wOl 
be  a  little  surprise  to  you  to  see  the  enormous  capitalisation  of  the  business 
attaching  to  the  Bussian  development,  and  I  may  say  in  a  woErd  of  oral  explana- 
tion that  the  business  there  is  getting  to  be  in  strong  hands.  When  I  mention 
the  name  of  the  Rothschilds,  that  will  be  a  sufficient  guaranty  as  to  the  strength 
of  the  company;  and  they  are  growing  now  enormously  in  the  eztenaion  of  their 
business  in  the  various  markets  of  the  world. 

The  Nobel  Brothers  are  there  competing  for  the  business  with  tremendous 
energy.  Recently,  perhaps  within  the  past  year  more  than  in  the  aggregate  time 
before,  English  capital  and  English  corporate  organisations  have  engaged  in  the 
petroleum  trade  in  Russia  to  an  enormous  extent;  the  largest  oonoem  perhaps 
being  the  Shell  Company,  Sir  Samuel  Samuels,  late  lord  mayor  of  London.  I 
hand  vou  this  list  showing  firms  in  Russia,  and  this  showinglist  of  corporations 
in  Galicia,  a  further  statement  from  Roumania,  one  from  Borneo,  and  sundry 
places  in  the  Dutch  East  Indies,  in  British  India,  in  Japan,  and  in  Alsace,  Qer- 
many^.  It  will  probably  be  an  item  of  information  to  many  of  you  that  the  pro- 
duction of  petroleum  is  assuming  great  proportions  in  Japan.  They  are  now 
very  rapidly  progressing,  are  coming  to  toe  iront  in  improved  methods  of  pro- 
duction, and  will  ultimately  become  a  formidable  competitor  to  our  American 
industry.  The  system  of  ];)etroleum  refining  in  Japan  is  by  corporations  and 
individual  firms  going  out  into  the  different  fields  and  producing  and  refining. 
In  Sumatra  the  business  has  already  attained  large  proportions,  and  in  Java  and 
the  island  of  Madeira.' 

Q-  (By  Mr.  Smyth.  )  Is  there  any  American  capital  represented  in  these  firms? — 
A.  There  is  no  American  capital  that  I  know  of.  But  they  have  sent  out  and 
taken  from  our  oil-producing  country  here  many  artisans. 

Q.  (By  Mr.  A.  L.  Harris.)  Then  the  Standard  OH  Company  is  not  repreeented 
in  anv  of  those  corporations?— A.  Not  in  any  way. 

Q.  Not  even  in  the  Nobel  Brothers? — A.  liot  a  dollar  of  interest  in  any  way,  or 
relationship  or  understanding. 

§i.  (By  Mr.  Smyth.)  I  suppose  English  capital  being  interested  in  Russian 
ning  is  one  of  the  causes  of  attack  on  the  American  oil  in  London?— A.  Un- 
doubtedly, but  as  I  said  this  nioming,  I  think  the  attack  was  undoubtedly  made 
by  the  people  directly  and  largely  interested  now  in  the  Russian  distribution  in 
the  different  countries.  It  may  be  of  interest  to  read  a  short  letter  from  our 
foreign  exporters: 

Nbw  7ork,  September  i,  1S99, 
J.  D.  Archbold,  Esq.,  Building, 

Dear  Sir:  I  beg  to  hand  you  herewith  the  statements  you  desired,  in  duplicate, 
and  wish  to  say  that  the  Russian  production  is  on  the  peninsula  of  Apsheron,  on 
the  west  coast  of  the  Caspian  Sea,  and  the  Grosni  district,  northwest  from  the 
same. 

We  estimate  the  Russian  production  at  present  to  be  about  tdOfiOO  barrels  per 
day,  and  Grosni  about  10,000  barrels  daily.  The  Chilician  production  is  about 
2,000,000  barrels  crude,  and  Roumania  500,000  to  600,000  barrels,  per  annum,  and 
the  Alsace  production  about  175,000  barrels  crude  annually.  The  Dutch  East 
Indies,  about  3,400,000  barrels;  Burmah,  about  2,000,000  cases  refined  per  annum, 
and  Japan  will  probably  amount  to  about  2,000  barrels  crude  oil  per  day. 

Of  course  we  give  you  these  figures  as  near  as  we  can  get  to  them,  and  where 
we  g^ve  you  the  output  of  refined  we  have  no  reliable  figuros  as  to  what  it  may 
represent  in  crude. 

Tours,  truly,  C.  F.  AckeRmann. 

I  have  here  another  statement.  This  covers  the  information  which  you  ask  as 
to  the  percentages  of  these  various  countries.  It  is  for  the  year  1897.  Unfortu- 
nately we  have  not  the  full  data  at  hand  with  which  to  give  you  the  1898  figures. 
This  statement  shows  the  business  of  all  countries  of  the  world  producing  r^ned 
oil.  Some  little  percentage  of  it,  as  you  will  observe,  is  not  tne  production  of 
our  country,  but  is  shown  In  this  way  because  the  country  named  compels,  by  its 
tariff  laws,  the  brin^g  into  that  country  of  the  crude  ];)etroleum  ror  refining 
there;  but  the  larger  items  are  the  production  of  this  country,  as  you  will  observe. 

The  total  production  in  the  world  of  refined  petroleum  illuminating  oil,  for  the 
year  1897,  was  39.338,991  barrels,  of  50  gallons  each,  and  was  divided  as  follows. 
1  will  give  the  percentages,  if  you  please. 

>  List  on  pp.  663, 664. 
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Q.  (ByMr.  Jbnks.)  Yes.— A.  United  States,  64.23;  Rnssia,  23.28;  France,  3.25; 
Anstna-Hnngary,  2.66;  Sumatra,  2.32;  and  the  remainder,  Scotland,  Canada,  Java, 
Romnania,  India,  Spain,  Mexico,  Cuba,  Brazil,  Germany,  Pern,  Italy,  Japan,  and 
Porto  Rico  are  all  fractions  of  less  than  1  -j^r  cent,  making  the  grand  agmgate 
of  100  per  cent;  the  great  factors,  as  yon  will  see,  for  the  year,  being  the  United 
States  and  Russia;  and  a  rapidly  increasing  factor,  of  coarse,  in  Anstria-Hongary 
and  Smnatra. 

World*8  production  of  refined  illuminating  oU,  1897, 


Product  of- 


UnitedStatee... 

Btiasla 

France. 

Anstria^Hnngary 

SnznatFa 

Scotland 

Canada  

Java 

HonmanJa 

India 

Spain 


Barrels  of 

Percent 

50  gallons. 

of  total. 

25,268,088 

64.28 

9,100,700 

28.28 

1,277,761 

8.25 

1,016,860 

2.66 

914,000 

2.82 

881,867 

.84 

251,848 

.64 

280,882 

.59 

280,000 

.59 

180,685 

.46 

157,684 

.40 

Product  of— 


Barrels  of 
50  gallons. 


Mexico 

Cnba 

Brazil 

Gtormany.. 

Peru 

Italy 

Japan  

Porto  Rico 

Total 


104,287 
58,413 
85,306 
34,882 
10,198 
15,136 
13.689 
8,286 


39,338,901 


Percent 
of  total. 


.27 
.15 
.09 
.09 
.06 
.04 
.08 
.02 


100.00 


The  popnlation  of  the  world  is  1,349,140,091;  the  production  of  illnminating  oil 
is  therefore  equal  to  1.5  gallons  per  capita. 

Q.  (ByMr.  Clark.)  Do  you  suppose  there  has  been  an  increase  since  these 
statistics  were  given? — A.  The  business  of  Russia  is  increasing  rapidly.  Here  is 
a  farther  statement  of  crude  oil,  the  world's  production,  which  may  be  of  interest 
in  looking  over  in  a  general  way. 

World's  production  of  crude  petroleum^  1897 » 
[Barrels  of  42  gallons.] 


Ckrantry. 


United  States 

Bnasia 

Anatrla-Hungary 

Bunatra 

8cotlaiid(1896)... 

Oanada 

Java 

Bonmania 

India  (1806) 

Japan , 

Qermany 


T>ai  ^^rtln 

Per  cent 

ImUTwS. 

of  total. 

60,496,499 

47.96 

57,094,808 

45.26 

2,087,617 

1.66 

1,777,560 

1.41 

1,816,894 

1.04 

809,199 

.04 

726,873 

.58 

670,886 

.45 

430,203 

.84 

283,571 

.23 

165,822 

.18 

Country. 


France 

Peru 

Argentine , 

Italy 

Other  countries  (esti 
mated) 

Totol 

Total  production  1896 

Increase 


Barrels. 


70,000 
68,452 
21,000 
18,140 

200,000 


126,136,528 
118.298,631 


7,837,807 


Percent 
of  total. 


.06 
.05 
.02 

,01 

.16 


100.00 
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Crude  oil  prodhiction  by  States,  years  1896,  1897, 


[Barrels  of  42  gAllonfi.] 


States. 


IMH. 


1807. 


PennsylyaniA 

New  York 

West  VirirlnJA 

Ohio  (Pennsylvuda  oil) 

Ohlo(LdinAoU) 

TndiaTia 

Kentucky 


MlBsoori.. 
Colorado . 
California 


Wyoming; 


lois 
Texas 

Indian  Territory . 




■ 

19,706,779 

^S?'JS 

i».aw 

771,  oOs 

^•22'ffi 

18,078,011 

2,8n,198 

aO.  675, 189 

18,682,077 

4,010,962 

4.110,856 

1.680 

82SB 

4,8» 

^'^JI 

48 

19 

881,460 

477,489 

^•«%2!! 

1,908, 4U 

U8,ffn 

81,098 

2,878 

^^ 

2G0 

800 

l'*K 

66.m 

170 

686 

'  jATora 

IncTAMe  or'  Increaee     per  1 

aecrease.  .  ^^,^6.  '    y^^^ 


Tains 


1,866,689 

86,000 

8,072,046 

488,172 

1,802,482 

686,686 

1,866 

62 

24 

116,0*8 

660,681 

82,473 

772 

260 

64,686 

465 


1 

1 

6.9  , 

$1,186 

$km 

4.8 

1.179 

.786 

80.7 ; 

1.180 

.788 

14.5 

1.180 

.788 

9.2 

.789 

.680 

11.6  I 

.680 

.496 

80.8 

.560 

.800 

L2 

66.8 

4.80 

9.i6 

8S.1 

.810 

61.9 

.980 

.000 

1         28.6 

.450 

.400 

80.8 

8.U0 

8.O0 

100 

5.0O 

4.  OP 

■                                   1 

.780 
4.000 

.539 

aao 

Total 00,854,401     60,406,489 


867,902 


0.6 


900 


.6<8 


Total  valne  of  production,  1896 468,518^700 

Total  yalne  of  production,  1807 40,029,611 


Decrease 


17, 


Total  production  in  the  United  States,  1859  to  1897.  inclusive  (38  years)  887,494,- 
059  barrels,  on  the  basis  of  5.6  cubic  feet  to  1  barrel  of  oil.  This  amount  of  crude 
oil  would  fill  a  pipe  line  6.9  feet  in  diameter,  extending  entirely  around  the  earth. 
It  would  cover  a  surface  if  10,000  square  miles  to  a  depth  of  0.2  inches,  or  fill  a 
reservoir  having  an  area  of  1  square  mile  and  a  depth  of  167  feet. 

PETROLEUM  EXPORTS   FROM  THE  UNITED  STATES,   1861   TO  1898. 

Q.  (By  Mr.  Farquhar.)  Have  you  furnished  the  commission  to-day  with  the 
total  exports  of  the  Standard  Oil  (Company,  from  the  first,  all  over  the  world  out 
of  the  United  States? — A.  I  do  not  tnink  I  have  submitted  any  statement.  It 
may  be  among  these  statistical  reports  g^ven  that  there  are  such  statistics,  but  I 
hardly  think  so.    I  have  for  periods  ^ven  the  exxx>rt8. 

Q.  (By  Mr.  Jenkb.)  Can  you  furmsh  the  exports  year  by  year? — ^A,  From  the 
day  we  began. 

VcUtu:  of  exports. 

Total  value  of  petroleum  products  exxx>rted  from  United  States  for 
the  years  1861  to  1871,  inclusive,  amounted  to _    $199,080,338 

Value  of  exxx>rts  from  1872  to  1898,  inclusive  (i.  e.,  since  the  organ- 
ization of  the  Standard  Oil  Company)  1,346,846,381 

Value  o£  exports  by  Standard  Oil  Company 1,126.401,021 

Standard  Oil  Company,  90.84  per  cent  of  total. 


PRICES  UNDER  COMPETITION — WOULD  NOT  ADVISE  OOINO  BELOW  COST. 

Q.  With  reference  to  the  effect  of  the  Standard  Oil  Company  on  prices,  you 
have  made  the  general  assertion  that  through  the  influence  of  the  Standard  Oil 
Company,  in  your  jud^ent,  prices  of  refineid  oil  have  been  very  greatly  less^ied 
to  the  consumers.  Is  it  generally  true  that  the  prices  at  the  present  time  are 
considerably  lower  at  competitive  points  than  at  those  where  you  have  little 
competition?— A.  Well,  I  can  not  speak  with  anv  precision  regftfding  that  matter. 
I  have  no  manner  of  doubt  that,  when  we  are  closely  pressed  with  comx>etition  at 
any  point,  we  try  to  hold  our  trade.  That  is  a  natural  law  of  trade,  to  which  we 
are,  of  course,  subject. 

Q.  And  your  general  practice  is,  if  a  competitor  comes  into  the  market  that 
you  have  had  before,  to  put  down  the  prices  and  hold  the  market?— A.  I  think, 
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aa  a  rale,  the  history  of  our  transactions  wonld  be  that  the  competitor  forces  the 
fi^ht. 

Q.  Abont  what  ptroportion  of  the  refined  oil  of  the  country  do  you  supply?— A. 
Well,  tbe  grand  aggregate  is  there. 

Q.  Can  you  state  generally?— A.  I  should  say  that  of  this  country  it  would  be, 
a^nproxixnately ,  the  same  as  the  whole;  that  is,  about  82;  80  to  82  per  cent. 

Q.  Do  you  think  that  an  organization  that  controls  80  i)er  cent  of  the  goods  that 
go  Into  the  market  wUl,  generally  speaking,  have  the  x)ower,  within  moderate 
mnits,  of  course,  to  fix  the  prices  ana  force  their  competitors  to  follow?— A.  It 
might  temporwily  have  such  power.  If  it  exercises  it  unjustly  or  arbitrarily  it 
would  sTirely  lead  to  its  own  downfall. 

Q.  That  is,  if  it  attempted  to  push  the  prices  too  high  it  would  call  in  comx)e- 
tition? — A.  It  would  inyite  competition. 

Q.  And  if  there  is  fierce  competition  between  large  institutions,  prices  cut  in 
any  locality— prices  will  go  down  how  low;  to  the  lowest  rates?— A.  Personally, 
I  would  never  advise  selling  goods  at  a  loss.  I  expect  it  is  done  in  some  cases.  I 
wonld  not  personally  advise  selling  goods  at  a  loss.  I  think  when  you  get  to  cost 
you  are  low  enough. 

Q.  You  would  sa^,  then,  as  regards  yowr  own  methods  of  comi)etition,  that 
where  the  fighting  is  forced  by  competitors  you  do  not  cut  prices  below  your 
cost? — ^A.  I  hope  not  when  they  get  to  that  point,  because  I  woxud  rather  keep  my 
works  going  and  labor  employed  there  than  to  shut  down,  even  at  the  cost  point. 
Q.  l^u  would  not,  temporarily,  in  a  special  locality,  go  below  the  cost  point 
for  the  sake  of  freezing  out  a  smaller  rival,  with  the  expectation  of  keeping  or 
getting  control  of  vour  market?— A.  I  do  not  believe  I  would.  There  might  be  a 
greatly  aggravated  case  where  such  a  thing  would  seem  advisable,  but  it  would 
be  a.rare  one. 

Q.  You  would  not  say  that  your  company  had  never  done  that  at  all? — ^A.  I 
would  not  say  that  it  was  never  done  it  at  all — no. 

Q.  So  far  as  an  or^nization  of  the  size  of  the  Standard  Oil  Company  is  con- 
cerned, if  you  put  prices  down  to  cost  vou  can  afford  to  hold  them  there,  of  course, 
very  much  longer  than  a  smaller  rival  could? — ^A.  I  think  so. 

Q.  And  I  presume  you  are  in  the  habit  of  doin^  that  to  get  rid  of  a  competitor 
at  times?— A.  We  are  in  the  habit  of  fighting  vigorously  to  hold  our  trade  and 
advance  it. 

Q.  To  the  extent  of  holding  prices  down  to  cost  until  the  rivals  give  way? — A. 
YeB.> 

HOPES  THE  STANDARD  GETS  PRICES  SLIGHTLY  ABOVE  COMPETITIVE  PRICES. 

Q.  Now,  the  general  result  then  is  this:  By  virtue  of  your  greater  x>ower  you 
are  enabled  to  secure  prices  that  on  the  whole  could  be  considered  steadily  some- 
what above  competitive  rates? — ^A.  Well,  I  hox>e  so.  I  think  we  have  better  mer- 
chandizing facilities,  better  marketing  facilities,  better  distributing  facilities,  and 
better  talent  than  a  competitor  can  have. 

Q.  I  am  not  asking  with  reference  to  your  power  of  making  profits,  but  it  is 
witn  reference  tx>  getting  the  prices  from  the  consumer. — ^A.  Prices  are  what 
make  the  profit.    If  we  had  a  better  average  price,  we  could  get  a  better  profit. 

Q.  You  think,  generally  speaking,  that  you  get  prices  for  oil  slightly  above 
comx)etitive  prices? — A.  Well,  I  should  think  so;  I  could  not  answer — that  is  a 
very  flreneral  question  and  very  difficult  to  answer.  I  could  not  answer  that  spe- 
cifically.   I  hope  that  we  do. 

9*  Of  course,  in  this  investigation  we  are  seeing  if  we  can  ^t  some  general 
principles  on  which  legislation  might  be  based,  and  these  Questions  are  to  bring 
out,  if  we  can,  the  power  that  so  great  an  organization  has  in  nxing  prices.  Would 
you  say,  then,  that  in  the  case  of  an  organization  that  controls  pernaps  80  per  cent 
of  the  markets  of  the  country,  there  is  a  monopolistic  element  that  enters  in 
which  enables  them  to  hold  prices  above  the  r^^mar  rate?  Is  there  a  monopolis- 
tic power  that  comes  merely  from  the  power  of  capital  itself?— A.  Undoubtedly, 
there  is  an  ability,  and  when  that  ability,  as  I  have  said,  is  unwisely  used,  it  is 
Btire  to  bring  its  own  defeat. 

9'  If  that  ability  goes  to  get  an  exorbitant  price,  of  course  it  will  invite  com- 
petition, but  when  that  ability  is  kept  within  modest  limits,  would  you  still  say 
that  it  was  in  the  power  of  such  an  organization  to  ^et  the  b^efit  of  the  monopo- 
listic power  that  comes  merely  from  the  power  of  capital  itself?— A.  Well,  I  should 
say  that  that  would  be  a  very  restricted  power,  a  very  restricted  limit.  The  com- 
petitors in  this  country  are  very  active. 

g^l^  Mr.  Lee,  p.  270;  Mr.  Monnett,  p.  317;  Mr.  Olark,  pp.  881, 887, 810, 860;  Mr.  Westgate,  pp. 
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(^.  What?— A.  The  competiton  are  very  active;  they  are  alert  at  all  pointB  with 
their  small  offerings  in  the  hope  to  find  jnst  such  a  condition  as  yon  describe. 

Q.  Certainly.— A.  But,  as  I  say,  as  business  is  and  as  it  has  been  for  many  years, 
we  could  not  nave  that  ability  to  any  considerable  extent  as  merchants. 

Q.  If  the  ability  were  operative  only  to  a  slight  extent,  would  it  still  be  enongh, 
do  you  think,  to  make  a  difference  between  what  we  may  call  a  moderate  divi- 
dend, say  6  or  7  per  cent,  and  a  pretty  high  dividend  of  between  16  and  20  per 
cent? — ^A.  Well,  that  involves  so  nice  a  question  that  I  could  hardly  undertake  to 
answer  it;  but  generally,  as  to  the  effect  on  the  community,  I  shoidd  say- 


Q.  Generally  on  the  prices  in  the  United  States?— A.  I  should  say  that  the  I 
ened  cost  incident  to  doing  business  in  a  larse  volume  would  more  than  compen- 
sate the  consumer  for  anv  ability  in  getting  higher  prices. 

Q.  Then  that  leads  to  tnis  point,  whether  the  huge  capital  does  itself  give  an 
organization  the  power  to  get  a  somewhat  higher  price  than  it  conld  in  the  mar- 
ket provided  the  competitors  were  substantially  equal  in  power?— A.  Oh,  it  may 
be  so;  but  that  is  a  difficult  question  to  answer. 

BY-PRODUCTB. 

Q.  In  your  business  has  there  been  any  decided  increase  within  the  last  10  or  15 
years  in  the  b^r-products  that  come  from  the  refining  of  oil?— A.  Oh,  my,  y^e;  oh, 
ves.  Their  utilization  has  been  greatly  improved,  and  the  uses  of  tiie  by-products 
throufl^out  the  world  have  been  enormously  increased. 

Q.  will  you  give  us  a  fewspecificillustrations&omvour  own  business? — ^A. 
Our  leading  bj-products  are  the  light  gasoline  and  naphtha  products,  the  paraffin 
product  that  is  used  in  candle  making  and  kindred  uses;  luoricating  oils  for  all 
classes  of  machinery,  as  taking  the  place  of  the  animal  and  vegetable  oUs;  the 
vaseline  products,  and  numberless  small  products  that  I  do  not  at  the  moment, 
perhaps,  recall.    I  have  named  the  leading  ones. 

Q.  Can  you  say  whether  it  would  be  possible  for  these  various  by-products  to  be 
secured  to  as  great  an  advantiwe  by  an  organization  that  had  in  its  contixd,  we 
will  say,  only  half  a  million  dollars?— A.  I  don*t  think  it  possible  for  them.  I 
don't  think  they  could  undertake  the  different  branches  of  the  business  involved 
in  the  producing  of  these  various  articles  to  which  I  have  referred  with  anything 
like  the  advantage  th^  we  have  in  a  large  specialization.  > 

Q.  That  is  what  youwrould  put  down  as  one  prominent  advantage  that  is  secured 
by  this  large  aggregation  of  capital— the  use  of  the  by-products?— A.  I  do;  the 
use  of  the  by-products.  It  may  be  rather  surprising^  to  know  that  the  by-products 
of  petroleum  now  equal  substantially  in  value  the  illuminating  oil  itself. 

OIL  SOLD  BELOW  COST  IN  THE  PAR  EAST — ^BUT  FOR  THE  BY-PRODUCTS. 

Q.  If  80  large  an  income  is  secured  at  the  present  time  from  the  by-jyroducts, 
would  it  be  possible  for  you  still  to  make  profits,  even  though  the  main  product  of 
the  refined  i)etroleum  were  sold  substantially  at  cost? — ^A.  Well,  we  may  poesdr 
bly,  yes,  secure  a  profit.  It  may  be.  However,  we  count  the  profit  from  the 
by-products  as  part  of  the  whole  profits  in  the  management  of  our  business;  we 
take  it  as  a  whole. 

Q.  (By  Mr.  Smyth.)  Which  is  the  larger  profit,  from  the  by-products  or  from 
the  oil? — ^A.  Well,  I  should  say — I  do  not  Imow  which  is  the  ku^r — ^from  the 
by-products.  In  estimating  the  outcome  from  a  barrel  of  crude,  we  consider  the 
whole  proposition  as  to  what  we  get  from  the  by-products  and  the  ruling  prices 
for  the  illuminating  oil,  and  base  our  prices  as  a  whole  on  that.  Of  course,  it  is 
to  our  interest  somewhat,  or  in  special  cases,  if  not  to  our  interest,  these  gentle- 
men who  are  our  competitors  in  the  near-by  market  and  do  not  have  to  face  the 
problem  that  we  do,  more  particularly  in  competition  with  Russia  and  in  the 
markets  we  have  reached  in  the  far  £ast,  will  force  us  to  do  the  best  we  can. 
We  have  been  basing  our  calculation  on  the  expected  output;  made  the  prices 
for  refined  oil  in  competition  with  them  there,  which  would  nave  given  no  margin 
of  profit  whatever  to  us  here.  We  have  had  to  do  that  so  as  to  nold  those  maz^ 
kets  for  the  general  American  trade  as  against  the  Russian  aggression. 

Q.  If  I  understand  you,  you  say  that  in  the  eastern  market  you  have  done  it?— 
A.  On  a  very  low  basis;  I  should  say  at  below  cost,  figuring *transx)ortation  and 
the  ordinary  charges. 

Q.  And  secured  your  profits  from  the  by-products? — ^A.  Yes;  been  satisfied 
with  that. 


>  Compare  Mr.  Lee,  p.  208;  Mr.  Boyle,  p.  441 ;  Mr.  Emery,  p.  827. 
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OKNERAL.  IMPRESSION  THAT  THB  MARGIN  HAS  NOT  INCREASED  IN  SIX  YEARS. 

<2.  Ab  regards  the  home  market  here,  the  statement  was  made  by  yoti  that  the 
pfrices  had  been  steadily  lower.  If  we  take  the  margin  between  cmde  i>etrolenm 
and.  the  refined  petrolenm,  we  find  that  for  a  number  of  years  past  this  margin 
doee  not  seem  to  oaye  lessened  very  materially  in  spite  of  uie  increased  profit  that 
lias  come  from  the  by-products?— A.  There  is  a  basis  below  which  it  is  not  pos- 
sible to  go  very  mnch. 

Q.  How  far?— A.  I  think  the  experience  of  our  competitors  is  perhaps  the  best 

fkroof  of  the  fact  that  with  reference  to  the  business  as  a  whole  it  is  pretty  close. 
t  has  been  carried  on  a  pretty  fairly  close  basis. 

Q.  Would  you  say  that  the  margm  of  profit  now  in  the  refining  industry  was 
no  greater,  if  we  take  the  i)eriod  of,  say,  the  last  3  years,  than  it  was  8  or  10  years 
ago? — ^A.  Well,  I  could  not  speak  from  memory  as  to  8  or  10  years  ago. 

Q.  About  6  jrears  ago,  your  general  impression  is ^A.  That  it  is  not.    My 

general  impression  is  that  it  is  not.  I  speak  of  all  these  matters  with  some  little 
reservation,  from  memory.  I  am  just  as  accurate  as  I  can  be  from  memory.  I 
should  not  like  to  be  incorrect. 

Q.  On  account  of  the  many  assertions  which  have  been  made  on  all  sides  on 
this  question,  I  should  like  to  get  as  close  as  possible. — ^A.  I  wUl  answer  you  just 
as  well  as  I  can.    If  I  err,  I  will  endeavor  to  err  on  the  safe  side. 

BUTINO  CRUDE  IN  PENNSYLVANIA— REFINED  CHEAPER  THAN  CRUDE? 

Q.  The  general  question  has  been  asked  as  to  the  general  effect  of  the  Standard 
Oil  Gomx>any  upon  the  price  that  is  paid  the  producer  for  crude  oil.  Do  you 
know  about  what  proportion  of  the  I^nnsylvania  product  you  purchase? — ^A. 
Well,  I  think  the  percentage  of  the  business  done  by  us  as  a  whole  would  be  per- 
hajDs  the  best  iUustration  of  that. 

Q.  Can  you  recall,  offhand,  the  figures?— A.  Perhaps  our  percentage  of  the 
Pennsylvania  would  be  less  l^n  82  per  cent,  because  a  largjer  proportion  of  the 
competitive  business  is  done  in  Pennsylvania  than  in  Omo.  I  should  say  in 
the  neighborhood  of  80  per  cent. 

Q.  Your  purchases  in  this  Pennsylvania  field  are  made  through  jour  pipe  line. 
Have  you  a  general  purchasing  agent? — ^A.  Not  through  the  pipe  bne. 

Q.  It  is  through  your  general  purchasing  agent?— A.  Mr.  Joseph  Seep,  of  OU 
City. 

Q.  The  prices  that  Mr.  Seep  there  gives  are  fixed  by  you?— A.  Well,  they  are 
suggested,  as  a  rule,  by  us. 

Q.  He  is  your  general  purchasing  agent,  and  there  are  various  subagents 
there?— A.  Yes. 

Q.  Do  you  recollect  about  how  many?— A.  I  should  say  forty  or  fifty. 

Q.  The  prices  are  fixed  for  it  generally,  as  vou  say,  from  your  office.  As  cover- 
ing the  principles  on  which  those  prices  are  fixed,  a  circular  Mr.  Seep  issued  some 
time  a^  was  produced  here,  stating  that  the  prices  that  he  would  pay  would  be 
fixed,  in  general,  by  the  world's  markets.*  The  implication  would  be  that  the 
prices  would  not  vary  probably  very  frequently  or  very  violently.  Has  it  been 
true^eneraUy,  that  prices  have  kept  stable  for  the  crude  oil  of  Pennsylvania? — 
A.  Well,  the  prices  have  varied  somewhat  during  the  past  several  years,  accord- 
ing as  the  outlook  was  for  the  production,  and  as  the  demand  was.  It  could  not 
be  better  stated  bv  me  than  the  circular  states  it.  We  have  before  us  daily  the 
best  intormation  ootainable  from  all  the  world's  markets,  as  to  what  the  offerings 
are,  and  as  to  what  it  is  possible  to  sell  for;  and  we  make  from  that  the  very  best 
possible  consensus  of  prices,  and  that  is  our  basis  for  arriving  at  the  current  price. 

Q.  Gfenerally  speakmg,  are  the  relative  prices  of  the  crude  oil  and  the  refined 
oil  Kept  substantially  uniform? — A.  We  know  aU  about  it  every  dav,  of  course. 

Q.  And  is  the  relation  kept  substantially  uniform? — A.  Oh,  substantially  so. 
Of  course,  it  is  not  always  the  same.  Of  course,  it  seems  possible  sometimes  to 
get  a  higher  price,  and  we  are  glad  to  avail  ourselves  of  the  opportunity;  and 
sometimes  we  have  to  take  a  closer  marg^in  and  still  buy  the  crude,  and  there,  of 
course,  we  suffer  a  loss.* 

Q.  Statements  have  been  made  here  by  some  of  the  witnesses  to  the  effect  that 
there  have  been  times  when  refined  oil  at  the  seaboard  was  selling  lower  than 
the  crude.* — A.  I  should  say  that  is  a  very  exceptional  case.    I  do  not  recall. 

Q.  Can  you  suggest  any  circumstances  where  that  would  be  the  condition  of 
affairs? — ^A.  I  do  not  recall  any  such  period.  The  answer  is  already  given  by  me 
that,  in  competing  with  the  Kussians  at  certain  times  for  certain  markets,  we 
have  made  prices  for  refined  that  were  as  low  as  the  crude  products  and  have 

'Seei>.48S.  *  See  tables,  pp.  487-489.  >  See  Mr.  Lee,  p.  «7a 
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taken  oar  retoms  on  the  profits  from  the  by-prodncts;  but  tb^y  have  been 
exceptional  cases,  and  it  is  not  the  case  to-day;  it  does  not  at  all  exist  to-day. 

REASONS  FOR  DISMAJ^TUNQ  REFINKRIS8. 

Q.  Yon  have  at  times  purchased  the  plants  of  vonr  competitors  and  dismantled 
them?    Instances  of  that  kind  have  occurred? — A.  Oh,  my,  yes. 

Q.  Will  you  state  the  business  conditions  which,  in  ^our  judgment,  justified 
that? — A.  I  endeavored  to  do  that  as  directly  as  possible  m  my  ^nersd  arromeBt 

9'  Will  you  sum  it  up  again?— A.  It  is  this,  that  we  have  at  tames  booMt  refin- 
eries with  the  expectation  of  succeeding  to  the  volume  of  business  done  by  them. 
We  have  universally  replaced  the  capacity  of  these  refineries  by  better  ones  and 
better  eauipi)ed  construction  at  more  favorable  points.  We  would  not  buy  Fin- 
eries ana  dismantle  them  for  the  pleasure  of  doing  it.  We  have  done  it  because 
of  a  carefullv  considered  business  proposition,  that  being  in  the  direction  of 
economy  in  the  business. 

Q.  I  will  call  your  attention  to  the  case  of  some  refineries  that  were  boug-ht  up 
at  TitusviUe.  Perhaps  you  can  explain  somewhat  in  detail  those  cases. — ^A.  lliey 
were  no  exceptions  to  the  rule.  We  had  opportunities  to  utilize  some  of  tkait 
property  ouite  advantageously  as  small  refineries.  I  think  one  of  them  was  taken 
to  Porto  Rico.  One  was  taken  to  Kansas,  where  it  was  put  in  Bitsr  the  new 
production;  and  one  to  Porto  Rico,  where  we  were  compelled  by  the  tariff  laws 
to  refine. 

Q.  (By  Mr.  Smyth.)  Is  the  production  equal  to  the  demand?— -A.  Oh,  always 
vastly  in  excess  of  it;  vastly  in  excess  of  it. 

Q.  JBy  Mr.  Jenks.)  You  made  the  statement  that  the  dismantling  of  the  plants 
at  different  times  had  not  lessened  your  output. — A.  Oh,  no.  Of  course  there  has 
been  at  all  times  an  excess  of  capacitv  as  compared  with  the  demand.  The 
capacity  of  the  refineries  is  never  run  full — on  very  rare  occasions — ^I  should  say, 
never.  And  the  sole  purpose  in  the  abandoning  of  any  plant  would  be  to  conduct 
the  business  at  a  yoint  wnere  it  mi^ht  be  more  economically  done. 

Q.  Incidentally,  in  connection  with  that,  it  might  be  a  more  convenient  way  of 
holding  your  market  in  the  locality  where  competition  would  figure? — A.  Pre- 
cisely. 

Q.  That  would  enter  as  one  factor? — ^A.  That  would  enter  as  one  factor;  yes. 

NOT    THE    STANDARD'S    POLICY    TO    HAKE    PRICES   SPECIALLY    HIOH    AFTER   THEY 

HAVE  BEEN  CUT  SPECIALLY  LOW. 

Q.  The  assertion  is  frequently  made — I  do  not  recollect  whether  it  has  been 
made  on  the  stand — ^that  in  certain  localities  where  you  are  compelled,  in  order 
to  keep  the  control  of  your  trade,  to  put  prices  down  for  a  time  until  a  rival  with- 
draws from  business,  prices  are  afterwards  put  up  above  what  they  were  before  in 
order  to  recoup  the  losses  incurred? — A.  There  is  no  such  policy  in  that  business. 

Q.  You  have  no  such  policy? — ^A.  We  have  no  such  policy.  It  is  possible  that, 
in  the  zeal  and  anxiety  to  serve  of  some  overzealous  servant,  such  a  case  might 
occur.    If  so,  and  if  it  was  known,  it  would  not  be  approved. 

Q.  That  is  not  your  policy? — ^A.  No;  that  is  not  our  policy.  We  fully  realixe 
that  if  we  survive  with  our  business  we  must  treat  the  public  very  fairly. 

T^B  STANDARD  DOES  75    PER  CENT  OF    THE    CANADIAN    REFINING — NO    RAILROAD 

DISCRIMINATIONS  IN   CANADA. 

Q.  Statements  have  been  made  several  times  of  late  in  the  papers  vrith  refer- 
ence to  special  discriminations  in  freight  rates  that  have  been  secured  by  the 
Standard  Oil  Company  in  Canada.  It  is  said  that  the^  affect  very  unfavorably 
other  American  renneries. — A.  I  am  not  familiar  with  it  aU.  I  know  there  have 
beeii  such  agitations  in  the  newspapers,  but  I  have  considered  it  as  one  of  the 
usual  class  of  such  affitations.  I  will  gladly  inquire  about  it,  if  jou  vrish,  and 
see  what  information  I  can  secure  about  it.  I  do  not  know  of  any  discriminations 
in  our  favor;  that  is,  any  rates  to  the  exclusion  of  other  shippers  of  like  character 
at  all.  Mr.  Rosters  says  Mr.  Harris  ask^  a  question  in  that  direction,  as  to  our 
being  interested  in  the  refining  business  in  Canada.    I  did  not  hear  him. 

Q.  Will  you  please  tell  us  about  your  interest  in  the  Canadian  business?— A.  We 
are  interested  m  the  Canadian  refining  business  and  are  doing  our  beet  in  the 
business  there  to  get  it  on  a  fairly  profitable  basis.  It  has  been  very  much  disor- 
ganized there  for  some  time,  and  we  have  come  into  relationship  there  with  that 
m  the  past  year  or  so. 
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Q.  How  large  a  proportion  of  the  Canadiau  refining  interest  do  you  control?— 
A.  I  think  abont  75  per  cent;  about  75  per  cent  J 

Q.  Have  yon  of  late,  to  yonr  knowleoge,  made  any  contracts  with  the  Canadian 
Pacific  and  the  Grand  Tmnk  with  reference  to  advancing  rates  from  Buffalo  and 
Toledo?— A.  Well,  sir,  I  have  not  any  personal  specific  knowledge  abont  the 
matter;  I  will  gladly  inquire  abont  it. 


Q.  Will  yon  Took  it  np  and  send  us  a  reply?-7-A.  I  will. 


You  will  get  full  information  on  that  subject? — ^A.  I  will.  The  advance  in 
rates  on  American  oil  from  Buffalo  and  Detroit  was  made  by  the  Canadian  roads 
in  their  own  interests  and  is  in  no  way  discriminatory  in  favor  of  the  Standard  Oil 
Comnany,  but  rather  to  the  contrary,  for  that  company  pays  these  advanced  rates 
in  full  and  ships  over  75  per  cent  of  the  American  oU  consumed  in  Canada. 

DOKS  NOT  KNOW  OF  ANY  RECENT  CHANGES  IN  FREIGHT  RATES. 

Q.  Aside  from  the  question  of  special  rates  or  special  favors  by  the  railroads, 
the  statement  has  been  made  that  at  times  you  have  been  enabled  to  influence  the 
railroads  to  put  rates  over  certain  lines  so  high  that  it  would  work  to  the  disad- 
vantage of  competitors  who  had  to  use  those  unee  more  than  you  did.  For  exam- 
ple, lur.  Westgate  testified  that  in  shipping  oil  into  Canada  he  had  found  himself 
at  a  disadvantage  on  account  of  this  increase  in  rate  of  which  I  have  spoken  and 
of  which  you  say  you  have  no  knowledge,  and  that  in  attempting  to  ship  to  Can- 
ada by  another  route,  through  the  State  of  New  York,  he  found  that  rates  from 
liis  refinery  to  the  northern  part  of  New  York  State  were  very  much  above  the 
rates  that  might  be  considered  normal  there,  judging  by  the  rates  on  other  goods. 
For  example,  he  found  that  on  other  goods  the  general  freight  rates  to  those 

f laces  in  northern  New  York  were  Boston  rates;  but  on  oil  they  were  special  rates. 
[e  felt  that  he  was  put  at  a  disadvantage  on  account  of  the  location  of  his  refin- 
ery, and  that  the  Standard  Oil  Company  had  succeeded  in  influencing^  the  railroads 
there  to  make  those  special  rates  to  the  disadvantage  of  their  competitors.  *  What 
w^ouldyou  say  on  that  general  question? — A.  I  do  not  know. 

Q.  Tine  matter  would  be  entirely  within  the  law,  of  course? — ^A.  I  don't  know  of 
any  such  condition  at  all.  I  have  no  knowledge  of  the  rates — the  taxiff  rates  on 
petroleum — ^having  been  changed  in  New  York  State  or  any  place  else  for  a  long 
X>eriod.  I  don't  know  that  to  be  so.  It  is  within  the  bounds  of  possibility,  but! 
should  be  disposed  to  doubt  it  exceedingly. 

Q.  You  would  be  likely  to  know  in  detail  with  reference  to  the  arrangement  of 
freight  rate8?^A.  In  New  York  State? 

Q.  In  New  York  State  and  in  Rhode  Island. — A.  I  think  I  would.  I  can  make 
inquiry  about  it.  I  would  say,  with  reference  to  the  question  of  coming  into  rela- 
tionship with  the  Canadian  refining  interest,  the  question  of  rates  was  considered 
in  connection  with  the  refining,  but,  as  I  say,  I  don't  know  of  any  rates  that  are 
not  open  to  all  comers. 

Q.  That  is  not  the  question.  Competitors  say  that  rates  over  one  line  have 
worked  to  their  peculiar  disadvantage  and  not  to  yours? — A.  I  don*t  know  of  any 
such  condition.  I  would  say  that  it  would  be  to  the  interest  of  the  Canadian 
roads  naturally  to  encourage  business  in  their  own  territory.  I  don't  know  about 
that  at  all  as  to  any  preferential  condition  with  us. 

REPORTS  ON  COMPETITORS'  BUSINESS  NOT  SECURED  BY  IMPROPER  OR  QUESTIONABLE 

METHODS. 

Q.  In  the  testimony  of  Senator  Davis  a  statement  of  this  kind  was  made:  That 
a  man  in  his  employ  had  been  approached  by  a  Standard  Oil  official  and  offered 
pay  regularly  if  he  would  inform  the  Standard  Oil  Company  with  reference  to 
uieir  shipments.'  Does  the  company  under  any  circumstances  get  information 
from  the  employees  or  officials  of  their  competitors? — A.  The  company  does  noth- 
ing of  the  kind.  If  any  such  case  occurr^ — and  it  might  as  an  exceptionally 
rare  case  on  the  part  of  an  overzealous  employee,  who,  in  his  anxiety  to  know 
about  his  competition,  might  do  a  foolish  thing — it  is  not  approved  by  the  com- 
pany. When  Mr.  Davis  or  Mr.  Westgate  or  anybody  else  says  that  we  in  New 
York  get  down  to  our  offices  to  get  our  report*  early  in  the  morning  from  the 
spies  we  have  out,  it  is  utterly  unti'ue.  We  do  nothing  of  the  kind.  We  are  not 
figuring  on  Mr.  Westgate 's  or  Mr.  Davis's  business;  we  are  figuring  on  our  own 
bnsinesB. 

Q.  Do  you  make  the  general  statement  that  no  reports  are  secured  from  your 


>  See  Mr.  GalLp.eTS;  Mr.  Plwo,p.788. 

*  See  pp,  373^879.    Compare  also  the  testimony  of  Mr.  Oall 

*  See  p.  366.    Also  Mr.  Momiett,  p.  316. 
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agents  with  reference  to  the  bosinefls  of  cofmpetitor8?^A.  I  don't  say  that.  I 
should  say  there  would  naturally  be  reports,  such  reports  as  they  oould  rightfully 
secure;  but  tiiat  they  should  secure  them  by  improper  or  questionable  mraiods  of 
any  kind  would  not  be  approved  by  any  member  of  the  Standard  Oil  Compaiiy; 
and  I  would  be  only  too  thankful  to  have  any  such  case  brought  to  our  attentioii.' 

STANDABD  OIL  TRUST  DI8BOLVBD,   BUT    THE  AOORBOATION  HAS  WORKSD  AS 

HARMONIOUSLT  AS  BEFORE. 

Q.  Ton  hare  said  that  the  general  information  with  reference  to  the  organiza- 
tion of  the  company  would  be  furnished  in  the  answer  to  the  schedules  of  iziquines 
that  were  given  you.  But  there  are  some  matters  that  would  not  be  covered  in 
that,  particularly.  From  Attomey-G^eral  Monnett's  testimony,'  the  different 
forms  of  organization  of  the  Standard  Oil  Companv  are  brought  out  somewhat. 
Tou  had  earlier  the  trust  organization;  afterwara  the  trust  was  dissolved,  I 
believe,  and  you  had  a  different  form  of  organization.  Will  you  sketch  bridly 
the  changes  m  organization  that  the  Standard  Oil  Company  has  gone  throu^ 
since  the  oiasolution  of  the  trust?— A.  Would  it  not  be  vastly  preferable  to  have 
that  in  such  succinct  shane  as  Mr.  Dodd  would  furnish  it? 

Q.  That  is  not  covered  oirectly  in  the  schedule? — ^A.  I  think  it  would  be  so  much 
more  intelligently  stated  from  the  records  Uian  I  could  give  it  from  memory  in  an 
oral  statement,  and  I  would  like  very  much  if  you  would  await  that. 

Q.  I  think  it  possible  that  some  of  the  conmiissioners  would  like  to  base  some 
questions  onyour  statement,  and  then  we  shall  have  that  for  record  from  Mr. 
ixxld. — A.  Well,  briefly  stated,  the  Standard  Oil  Trust,  as  such,  existed  from  the 

Sear  1882  to  1892;  formed  in  1882  and  dissolved  in  1802.  In  1892,  at  the  time  of 
tie  dissolution,  the  majority  of  the  stocks  of  the  various  companies  concerned  or 
involved  in  ttke  Standard  Oil  Trust  were  distributed  to  the  eauitable  owners,  and 
tiiat  distribution  has  gone  on  steadily  until  this  time  in  the  nands  of  liquidating 
trustees. 

Q.  Nevertheless,  since  that  time  the  different  Standard  OH  companies  have 
worked  together  in  harmony,  have  they  not?— A.  The  ownership  has  naturally 
broufl^t  them  into  harmony  of  action;  the  like  ownership,  of  course. 

Q.  The  general  way  in  wnich  the  control  has  been  kept  uniform  has  been  this, 
that  the  men  who  were  the  former  trustees  have  held  the  majority  of  stock  in 
each  one  of  these  different  companies?— A.  Exactly  so. 

Q.  So  that  the  Standard  Oil  combination,  as  we  may  say.  has  worked  together 
as  hannoniously  since  the  dissolution  of  the  trust  as  before? — ^A.  It  is  hardly  fair 
to  call  it  a  comoination,  but  you  might  call  it  an  aggregation. 

2.  An  aggregation?— A.  An  aggregation. 
.  But  as  a  matter  of  fact  it  has  worked  as  harmoniously  as  before? — ^A.  Yes. 

THE  AMOUNT  OP  TRUST  CERTIFICATES  OUTSTANDINO  IS  SMALL. 

Q.  Will  you  en>lain  also  briefly — because  that  was  dwelt  on  also  at  length  by 
Attorney-General  Monnett — ^the  method  of  distributing  the  proflts  to  the  stock- 
holders under  the  trust  and  since? — ^A.  Under  the  trust  the  profits,  of  course, 
were  centralized  into  the  hands  of  the  trustees  and  distributed  ratably. 

Q.  Distributed  to  the  certificate  holders? — ^A.  Since  then  the  dividends  have  gone 
directly  to  the  owners  of  the  shares  of  the  various  companies.  They  have  kept 
the  same  in  one  case  as  in  the  other,  of  course. 

Q.  (By  Mr.  Phillips.)  Have  they  been  paid  on  the  original  Standard  Trust 
certificates? — ^A.  To  the  extent  that  those  remained  out,  they  have. 

3.  Is  tiiere  a  very  large  per  cent  of  them  remaining  out? — ^A.  Not  very  large. 
.  (By  Mr.  Jbnks.)  Do  you  recollect  what  per  cent?— A.  I  could  not  state;  it 
is  becoming  very  small.' 

Q.  (By  Mr.  Phillips.)  The  market  quotations  are  based  on  the  original  trust 
ceraficate8?~A.  I  suppcKsed  the  quotations  were  based  in  New  York  on  stock. 

Q.  (By  Mr.  Jenks.)  Will  you  repeat  your  answer? — ^A.  Well,  it  covers  some 
equitable  ownership,  as  it  was. 

Q.  (By  Mr.  Phillips.)  It  is  largely  distributed  now?— A.  Largely  distributed 
now. 

Q.  On  the  original  trust  certificates? — ^A.  No;  oh,  no;  not  largely,  but  to  a  very 
small  extent  only. 

(J.  And  was  for  quite  a  time  after  the  dissolution? — ^A.  Yes;  but  it  is  very  rapidly 
being  extinguished. 


>  Compare  Mr.  Clark,  p.  836, 841 ;  Mr.  Westgate,  SBfr-dBS;  Mr.  Emery,  pp.  614, 616;  Mr.  Oall,  p.  684. 

*  Bee  pp.  299-307. 

*  Bee  Hr.  Monnett,  pp.  808, 806, 815. 
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Q.  When  the  Standard  is  quoted  in  the  neighborhood  of  $500,000,000,  or  $490  a 
share,  do  we  understand  that  to  be  the  quotation  on  the  original  Standard? — A. 
On  i^hat  was  represented  by  the  original  Standard. 

Q.  On  what  was  represented  by  the  original  Standard?— A.  By  the  original 
Standard  Trust. 

TSUST  CERTIFICATES  EXCHANGEABLE  FOR  STOCK  OF  THE  NEW  JERSEY  CORPORA- 
TION REPRESENTING  SUBSTANTIALLY  THE  SAME  INTERESTS. 

Q.  When  a  purchaser  buys  on  the  market  100  shares  or  50  shares  of  what  is 
nominally  the  Standard  Trust  certificates  and  takes  it  to  the  company  to  transfer, 
'What  do  you  give  in  the  place  of  that?    If  I  should  buy  100  sliares  of  Standu^ 

Tmst  certificates  and  take  it  to  vou A.  You  would  be  entitled  to  receive  a 

share  or  an  equitable  interest  in  the  various  companies  composing  the  Trust. 

<^.  What  form  is  that  now  in  when  it  is  transferred?— A.  It  may,  if  it  is  so 
desired,  be  in  the  form  of  a  certificate  of  stock  in  the  various  companies. 

Q.  They  take  it  in  that  waj  when  they  purchase,  transfer,  or  sell? — A.  They  do. 

Q.  Do  they  take  it  in  a  divided  form,  or  do  they  give  them  a  certificate  repre- 
setntative  of  these  aggregations? — A.  What  is  the  question?  What  he  would  be 
entitled  to?  What  he  would  be  entitled  to  would  be  his  interest  in  the  business 
of  the  various  constituent  companies. 

Q.  Yes;  and  what  form  of  paper  do  you  give  for  that  in  the  way  of  a  certificate? 
If  I  buy  100  shares  on  the  market  at,  say,  490  or  480  or  500,  and  take  that  for 
transfer,  or  if  a  man  dies  and  it  is  sold  and  transferred  to  some  other  person, 
-what  kind  of  a  certificate  do  you  give  that  person;  will  it  represent  all  these 
anregations? — A.  We  ffive  him,  if  he  so  desire— we  could  not  at  all  reissue  a  cer- 
tmcate  of  the  Standard  Oil  Trust;  we  won't  issue  any  new  certificate  of  the 
Stuidard  Oil  Trust,  that  being  in  final  liquidation — ^we  would  give  him  his  stock  in 
the  various  companies,  or,  as  some  of  us  are  now  doing,  holding  our  stock  through 
the  New  Jersey  corporation,  he  would  hold  his  interest  in  that  way.  We  would 
give  him  a  certificate  in  that  representing  substantially  the  same  interests. 


Q.  Have  you  such  transfers  being  made? 


(By  Mr.  Smyth.)  Have  you  got  yours  in  the  new  stock?— A.  Oh,  to  a  small 
extent. 

Q.  (By  Mr.  Farquhar.  )  The  question  is  whether  the  general  Standard  Oil  cer- 
tificate of  stock  is  on  the  Stock  Exchange  of  New  York? — A.  None  on  tibe  Stock 
Elxchange. 

'    Not  at  all?— A.  No. 

Then  you  take  up  the  eight  subdivisions?— A.  How  many — seven  or  eight. 
And  the  New  Jersey  company? — A.  And  the  New  Jersey  company. 
,   And  the  stock  that  is  so  quoted  in  the  New  York  market  is  what? — ^A.  It  is 
the  remaining  fraction  of  the  Standard  Trust. 

Q.  Of  the  old  Trust?— A.  Yes.  Although,  I  think,  to  a  very  limited  extent,  the 
stock  of  the  New  Jersey  corporation,  wmch  substantially  represents  all,  would 
be  also  quoted. 

THB  MANi^9ER8  OF  THE  STANDARD  HAVE  KOT  SPECULATED  IN  ITS  STOCK. 

Q.  (By  Mr.  Farquhar.)  The  stock  that  is  usually  seen  quoted  in  the  New  York 
market  is  what  we  might  call  little  driblets  of  stock?— A.  That  is  it. 

^.  Ends  of  estates  and  stock  that  has  come  from  the  division  of  property  into 
their  hands;  in  other  words,  the  Standard  stock  is  not  in  the  market,  in  the  general 
sense  of  the  term,  as  a  dealing  stock? — A.  No,  sir;  the  listing  of  it  on  the  Stock 
Exchange  is  carefully  avoided,  and  they  have  never  endeavored  to  make  it  a 
speculative  affair  at  all. 

Q.  Have  you  never,  of  your  knowledge,  at  any  time,  known  when  your  stock- 
holders and  your  directors  or  officers  or  others  have  dealt  in  those  stocks?— A.  Oh, 
I  think  to  a  limited  extent  there  have  been  some  transactions  on  the  part  of  the 
officers  in  the  stock,  usually  in  the  way  of  adding  to  their  interest,  perhaps,  as 
opportunity  has  occurred.  I  think  I  have  myself.  I  must  myself  plead  ^Ity  to 
the  charge  of  having  bought  100  shares  and  then  resold  them  again  within  the 
past  10  years.    I  think  that  represents  my  entire  stock  transactions  in  10  years. 

Q.  Are  not  usually  the  stock  transactions  confined  to  the  officers  and  the  present 
shareholders  of  the  Standard  proi>erties?— A.  There  are  a  large  number  of  share- 
holders~^,600. 

Q.  These  are  simply  figures.  It  is  the  main  fact  that  we  want.  The  stock  of 
the  Standard  Oil,  the  great  properties,  is  not  stock  that  is  usually  put  into  the 
New  York  market  or  any  other  market,  but  is  property  that  is  confined  within  a 
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cixcTunscribeil  number — 8ay,  40  or  50  people — ^who  are  the  main  ^reat  owncn  and 
managers? — A.  Undonbtealy.  the  majority  is  held  within  as  linuted  a  number  m 
that. 

Q.  Have  yoa  at  any  time  in  the  history  of  your  company  ever  Hought  to  make  a 
profit  through  your  stock?— A.  Oh,  dear;  no,  sir. 

Q.  At  any  time?— A.  Onlv  in  the  promotion  of  the  business,  in  the  improve- 
ment of  the  stock  as  a  whole,  but  not  as  a  speculative  thing  in  the  stock  itself. 
As  I  say,  I  have  within  the  past  10  years  personally  bought  and  sold  100  shares. 
That  shows  the  extent  of  my  operations. 

Q.  (By  Mr.  Jbnks.)  Will  a  list  of  the  dividends  that  have  been  declared  on  the 
stock,  the  value  of  it,  and  so  on,  be  furnished  in  answers  to  the  schedule?— A. 
Undoubtedly. 

Q.  Those  answers  have  been  made? — A.  So  far  as  I  know;  Mr.  Dodd  has  tlie 
matter  in  charge,  if  that  was  called  for. 

THE  STANDARD  OIL  COMPANY  OF  KKW  JERSEY. 

Q.  Now,  will  you  take  a  moment  to  explain  the  organization  of  this  new  Nev 
Jersey  corporation  out  of  the  others? — A.  It  is  simply  that  a  New  Jersey  corpora- 
tion, with  a  capital  of  $100,000,000  of  common  stock  and  $10,000,000  of  preferred 
stock,  is  formed  that  shall  be  competent  to  own  the  stocks  of  these  different  cor- 
porations, to  buy  from  all  parties  who  own  stock  as  they  may  desire  to  sell. 

Q.  It  is  expected  that  these  other  corporations  will  practicidly  throw  their  stock 
into  that? — A.  Not  the  corporations;  the  individuals  owning  the  stock. 

Q.  (By  Mr.  Philups.)  Then  would  it  not  be  a  case  of  a  hundred-million  com- 
pany atisorbing  a  five-hundred-million  stock?  What  would  they  give  them  in 
value  for  it? — A.  It  is  substantially  the  same  value  that  was  represented  in  this 
Standard  Trust  ownershiD;  substantially  the  same  value,  whether  it  is  one  biu- 
dred,  two  hundred,  three  nundred,  or  four  hundred. 

Q.  This  new  stock  would  be  put  out  at  three  or  four  hundred  per  cent  pre- 
mium?— A.  No;  there  is  no  new  stock  being  put  out. 

O.  rBy  Mr.  Smyth.)  The  capital  is  to  be  one  hundred  millions?— A.  That  is  it. 

Q.  And  it  is  simply  a  reissue  under  the  New  Jersey  charter? — A.  It  has  noth- 
ing to  do  with  the  issue;  there  is  no  new  capital  sold  at  all. 

Q.  Simply  a  reissuins  of  the  present  Htock  to  the  present  stockholders  under 
another  name  and  another  charter? 

Q.  (By  Mr.  Phillips.)  Necessanlv  carrying  the  same  value?— A.  In  other 
words,  tne  trust  being  dissolved  and  the  parties  in  it  receivinu^  their  equitable 
shares  in  the  various  companies,  bring  them  and  sell  them  to  the  Standard  Oil 
Company,  of  New  Jersey. 

PREMIUMS  ON  ORUDR  OIL  MEAN  USUALLY  QUALITY;  SOMETIMR.S  COMPETITIOK. 

Q.  (By  Mr.  Jenks.  )  Will  you  explain  to  us  briefly  the  system  of  premiums  on 
crude  oil  in  the  districts  where  the  crude  oil  is  purchased? — A.  In  the  producing 
districts? 

Q.  In  the  producing  districts. — ^A.  The  premiums  are  usually  the  result  of  the 
question  of  value  in  the  different  parts  of  the  district.  I  will  not  say  that  in 
some  cases  they  have  not  been  lower  somewhat,  caused  by  competition;  where  we 
have  had  private  faoilities  in  certain  districts  to  ti^e  care  of  the  oil,  and  other 
people  have  come  in  and  tried  to  take  it  away  from  us,  in  some  cases  we  may  have 
paia  more  than  we  would  like  to  pay.  I  can  not  say;  perhaps  that  is  so;  but,  as  a 
rule,  in  the  special  case  of  the  Franklin  oil  and  the  case  of  the  Lima  oil  and  Scio 
oil.  that  is  not  it.    It  centers  entirely  on  the  question  of  value. 

Q.  I  infer  from  what  you  say  that  at  times,  in  order  to  dispose  of  competitx>rs, 
the  premiums  have  been  kept  on  till  the  competitors  have  been  bought  out  and 
have  been  dropped  afterwards? — ^A.  As  I  said,  when  our  business  has  been 
attacked  we  have  endeavored  to  protect  it. 

Q.  (By  Mr.  Phillips.)  I  am  somewhat  familiar  with  the  pipe-line  business  in 
the  oil  fields.  Take  our  district,  where  an  independent  line  went  in  a  short  dis- 
tance from  Oil  City;  a  premium  was  put  on  that  oil.  and  no  one  claimed  that  that 
oil  was  more  valuable  than  OH  Creek  oU  or  other  oil.  It  was  not  put  on  there  on 
account  of  the  value  of  the  oil. — ^A.  As  I  have  already  said,  that  may  be  a  case 
in  point;  where  we  have  found,  after  providing  these  si)ecial  facilities,  which  have 
no  value  for  any  other  purpose,  that  our  business  was  attacked  by  a  newcomer, 
we  have,  of  course,  endeavored  to  protect  it. 

Q.  You  put  on  a  premium  on  the  oil  which  the  Standard  purchased  after  the 
American — ^you  will  remember  that  they  built  a  line  through  to  Philadelphia 
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and  established  refineries  there,  and  it  became  atdte  valuable.  Now  yon  put  on 
a  premitun  both  in  Bntler  Coonty  and  in  Wasnington  County,  tiiose  very  large 
fi^ds  at  that  time,  did  you  not? — A.  We  undoubtedly  did. 

Q.  It  VT'as  taken  off  when  you  purchased,  was  it  not? — ^A.  Undoubtedly,  and 
we  wonld  do  the  same  thing  again.    We  could  not  do  less  and  be  in  the  business. 

Q.  And  you  do  not  do  that  as  a  mode  of  discrimination? — A.  We  do  not;  we  do 
that  as  a  matter  of  self -protection. 

Q.  And  when  you  think  you  can  do  it  in  a  legal  way  you  do  it,  whereas  you  can 
not  give  a  rebate?  *  — A.  That  is  it,  precisely. 

Q.  Now,  there  is  a  pipe  line  in  the  Scio  neld  in  Ohio,  and  there  is  an  independ- 
ent line  there,^  and  there  is  a  premium  existing  there? — ^A.  There  is,  but  it  is  a 
question  of  quality.  The  Scio  oil  is  of  very  superior  quality.  We  could  not  pay 
a  premium  for  it  with  the  light  business  that  is  being  done  were  it  not  for  the 
quality. 

Q.  Bat  in  the  case  I  have  referred  to  in  Butler  County  and  Washington  County 
that  w^as  not  a  question  of  value,  but  of  comx)etition? — ^A.  It  was  comi)etition. 
unquestionably.  There  were  very  strong  competitors,  and  we  were  there  to  fight 
them,  of  course.' 

THE  standard's  STOCK  IN  INDEPENDENT  COMPANIES. 

Q.  (By  Mr.  Jenks.)  Several  times  in  the  course  of  the  investigation  statements 
have  been  made  with  reference  to  the  verv  decided  interest  that  the  Standard  Oil 
Company  has  taken  in  the  Producers'  Oil  Company,  Limited.  Statements  have 
been  made  as  to  their  buying  stock  in  that  company  and  attempting  to  ^et  control 
of  it.  Will  you  give  your  version  of  that? — A.  We  bought  some  stock  in  the  Pro- 
ducers' Oil  Company,  Limited.  We  bought  some  stock  also  in  the  United  States 
Pipe  Line.* 

Q.  About  what  proportion  of  the  stock  did  you  buy?— A.  Well,  I  could  not 
state  from  memory— a  fractional  interest  in  the  United  States  Pipe  Line  and  a 
larger  part  in  the  Froducers'  Oil  Company. 

Q.  A  majority  of  the  stock  in  the  Producers? — A.  No,  no;  I  should  say  consid- 
erably less  than  a  majority. 
Q.  At  any  time?— A.  That  is,  in  the  Producers'  Oil  Company,  Limited? 
Q.  Yes. — ^A.  To  the  Producers'  Oil  Company,  Limited,  we  found  such  difficulty 

in  the  way  of  admission 

Q.  (By*^.  Phillips.)  I  always  understood  that  it  was  a  little  over  half,  and  I 
want  to  be  corrected  by  Senator  Lee  if  that  is  wrong. — A.  Senator  Lee,  I  think, 
is  mistaken,  as  well  as  yourself.  We  never  owned  more  than  one-half.  The  gen- 
tleman who  bought  ours,  pending  the  ownership  decision,  did  own  a  little  more 
than  half;  we  never  did. 

Q.  It  was  under  your  control,  and  you  worked  in  harmony? — ^A.  It  was  until 
we  sold  it. 

Q.  You  worked  in  harmony  with  the  other  i)erson? — A.  We  generally  work  in 
harmony  with  him. 

Q.  You  would  in  the  management,  if  there  had  been  a  change? — A.  If  there  had 
been  a  change  we  should  have  hoped  for  a  better  relationship,  but  it  did  not 
come.  We  bought  that  stock  and  were  so  opposed  in  the  exercise  of  ownership 
that  we  sold  it.  We  sold  it  in  good  faith,  and  the  courts  have  upheld  the  owner- 
ship of  Colonel  Carter;  that  has  been  finally  upheld  in  a  most  remarkable  adjudi- 
cation. The  court  held  that  he  was  the  beneficiary,  but  because  of  some  by-law 
on  the  books  of  the  corporation  he  could  have  no  voice  in  it  whatever.  We  have 
no  interest  in  it  whatever,  not  even  a  dollar's  worth.  Our  ownership  in  the 
United  States  Pipe  Line  was  bought  at  a  time  when  we  thought  that  the  business 
ought  to  become  profitable.  It  was  bought  as  an  investment  and  with  a  view  to 
having  such  knowledge  as  we  could  have  rightfully  through  such  ownership,  as 
we  should  acc[uire  in  the  progress  of  the  affair.  There  is  nothing  covered  about  it. 
Our  ownership  was  centred  by  the  gentlemen  in  charge  of  the  property,  and  the 
courts  have  passed  upon  it,  upholding  our  ownership,  our  right  to  own,  and  g^v- 
^g  us  our  place  and  recognition  on  the  board,  and  we  have  never  done  a  tiling  to 
2^  the  business  of  the  companv.  We  have  been  greatly  pained  that  the  results 
from  it  have  not  been  more  profitable,  and  we  do  not  understand  why  they  have 
not  been.  We  think  that  one  of  these  days,  if  that  iniquitous  voting  trust  is  ever 
dissolved,  the  shareholders  will  awake  to  a  feeling  that  somebody  else  than  those 
who  have  managed  it  could  do  something  for  it. 
Q-  (By  Mr.  PmLLiPS.)  Did  not  all  the  shareholders  agree  to  the  voting  trust? — 

!  gee  pp.  479,  588. 
!|eep.681. 

'  See  Mr.  Lockwood,  pp.  884, 806;  Mr.  Boyle,  p.  476;  Mr.  Monnett,  p.  fBSi;  Mr.  Rogers, p.  682. 
Compare  Mr.  PhiUipB,  pp.  689, 600;  Mr.  Lee.  p.  870;  Mr.  Westgate,  pp.  370, 388;  Mr.  Emery,  p.  666. 
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A.  You  got  all  of  them  to  agree  to  it,  bat  there  have  been  some  that  want  to  get 
ont  of  it  mighty  bad. 

Q.  Then  yon  did  control,  through  Colonel  Carter,  in  the  ProdaoerB*  Oil  Com- 
pany, Limited,  a  little  over  half  the  stock?  That  was  carried  up  to  the  snpreme 
court.  It  was  organized,  a  partnership,  limited,  in  which  the  law  itself  requiras 
the  person  to  be  admitted  by  consent  of  a  majority  of  interest  and  stock  in  oiaer  to 
vote,  and  the  by-laws  recognized  the  same  thing.  The  supreme  court  decided  Uiat 
purchase  would  not  make  your  party  a  partner  in  that  concern  any  more  than,  if  I 
should  buy  a  partner  out  in  the  dry-goods  business,  I  could  force  myself  in.  The 
law  was  gotten  up  for  that  special  purpose,  as  it  is  understood  in  Pennsylvania,  th? 
same  as  the  English  law,  was  it  not? — ^A.  I  must  correct  you  very  positively;,  once 
and  for  all,  when  you  say  that  we  are  controlling  through  Colonel  Carter.  We 
have  nothing  whatever  to  do  with  Colonel  Carter.  The  purchase  made  by  Colond 
Carter  of  the  stock  that  we  owned  was  made  in  good  faitn,  and  he  owns  it  entirely. 
He  can  give  it  awav  or  tear  it  up  without  raisin^g  any  question  with  us  or  any- 
bodjr  that  I  know  of.  The  question  of  the  decision  of  the  law  I  am  net  here  to 
criticise.  I  am  not  criticising  judges  or  courts.  But  the  law  was  a  very  queer 
one,  that  a  man  should  be  adjudged  by  the  court  the  equitable  owner  of  a 
majority  of  the  stock,  and  then  it  should  oe  ruled  that  because  of  some  bv-law  <^ 
which  he  had  not  been  oognizant,  passed  by  the  company,  he  could  be  kept  out 
of  any  voice  in  the  company.  That  is  a  very  queer  law,  whether  in  New  York  or 
Pennsvlvania,  or  anywnere  else. 

Q.  Did  Colonel  Carter  buy  that  stock  of  his  own  instance? — A.  He  did  bny  it  of 
his  own  instance.* 

Q.  And  without  any  consultation  or  a^^reement  with  the  Standard  Oil  Com- 
pany?—A.  He  was  in  a  contention  regarding  the  matter  of  his  individual  owner- 
ship, and  he  became  enlisted  in  it  and  bought  our  stock,  as  I  say,  in  the  negotiatioii, 
the  same  as  you,  or  I,  or  anybody  else  would  buy  it.    We  were  glad  to  get  out  of  it: 

Q.  You  had  purchased  a  large  amount  of  stock?— A.  We  had  purchased  a  large 
amount,  and  we  sold  it. 

SUSPECTS  FREIGHT  DISCRIMINATIONS  AGAINST  THE  STANDARD. 

Q.  (By  Mr.  Jenks.)  You  have  stated  emphatically  several  times  that  you  hafe 
received  no  discriminating  favors  from  railroads  at  all  since  the  passage  of^e 
interstate-commerce  law.  The  statement  is  frequently  made  that  railroads  are 
making  discriminating  rates  on  freights  of  different  kinds  at  different  times. 
Have  you,  in  your  own  business,  met  with  opposition  of  that  kind,  or  have  vou 
had  reason  to  believe  that  your  competitors  were  receiving  special  favors  against 
you? — A.  Well,  I  would  rather  not  go  into  that  (question.  I  do  not  feel  that  I  am 
prepared  to  go  into  it.  That  we  have  strong  suspicions  on  that  line  is  true  enou^ 
but  I  am  not  here  to  make  char^  a^inst  other  people.  I  am  not  here  prepa^ 
to  do  it.  There  might  arise  eziffencies  in  the  course  of  the  testimony  where  it 
would  seem  necessary  for  us  to  lo^  up  the  records;  and  if  so,  I  shall  be  glad  to  do  it 

Q.  You  have  no  evidence  te  give  on  that  subject?— A.  I  have  nothing  to  pre- 
sent to-day  on  that  subject. 

FAVORS  PUBUOITY  OF  ACCOUNTS  UNDER  A  NATIONAL  CORPOr    HON  LAW. 

Q.  You  made  a  suggestion  near  the  dose  of  your  direct  testimony  with  refer- 
ence to  legislation.  Would  you  consider  it  advantageous  to  the  country  as  a 
whole  to  have  greater  publicity  regarding  the  business  of  all  of  the  great  corpo- 
rations that  now  exist?  For  example,  with  reference  to  the  amounts  of  stock 
that  are  represented  by  plant,  the  amounts  represented  by  patents,  by  good  will, 
the  amounts  that  are  water,  and  so  on.  In  other  words,  would  you  consider  it 
an  advantageous  thing  for  the  countrv  to  have  substantially  the  English  corpora- 
tion law  applv  in  this  country?— A.  If  it  could  be  put  into  Federal  hands,  yes. 

Q.  Into  Feaeral  hands?— A.  Into  Federal  hands;  yes,  by  all  means. 

Q.  And  you  would  favor,  then,  the  pubUcity  of  accounts,  the  making  of  reports 
to  the  Federal  Government  quite  in  detail? — ^A.  Oh,  unquestionably. 

Q.  Somewhat  the  same  system  as  is  applied  to  ournational  banks?— A.  Unques- 
tionably. 

Q.  You  would  favor  any  law  of  that  kind?— A.  I  certainly  would. 

MARKET  PRICE  OF  STANDARD  STOCK. 

Q.  (By  Mr.  Phillips.)  Will  you  state  what  the  highest  price  is  that  the  Stand- 
ard Oil  Company's  stock  has  reached  on  the  market?— A.  I  think  the  present  is 
aA)out  the  highest  price. 

1  See  p.  600. 
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Q.  What  is  the  last  quotation?— A.  I  think  460  or  465. 


That  wonld  represent  $MO,Q00,000  or  |465,00a,000?— A.  If  it  conld  all  be  sold 
at  that  price. 

Q.  Do  yon  object  to  stating  the  amonnt  of  dividends  yon  have  been  paying? — 
A.  That  IS  to  go  in  the  statement  asked  for. 

(By  Mr.  Jenks.  )  I  have  fnmished  to  Mr.  Archbold  one  of  the  schednles  pre- 
pared by  the  commission,  and  that  is  to  be  filled  out  and  returned  in  10  days. 

NO  REBATES  ON    OIL  OF  OTHER  COMPANIES— NO  COMPELLING  REFINEB8    TO   SELL 

TO  THE  STANDARD. 

Q.  (By  Mr.  Ratchford.)  Has  your  company  received  any  rebates  on  the 
transportation  of  oil  of  other  companies? — A.  It  has  not.' 

Q.  What  have  you  to  say  as  to  the  charge,  so  generally  made  against  your  com- 

Sany,  particularly,  I  believe,  in  the  Western  States,  to  the  effect  that  small  pro- 
ucers  and  refiners  are  forced  to  sell  their  product  to  the  Standard  Oil  Company? 
That  is  a  phase  of  the  question  which,  I  believe,  has  not  been  touched  upon 
to-day.---A.  I  think  we  have  gone  into  it  very  fully. 

Q.  What  have  you  to  say  with  reference  to  the  charges,  so  generally  made,  to 
the  effect  that  smaller  concerns,  individual  producers  and  refiners,  are  forced  to 
sell  their  product  to  the  Standard  Oil  Company?  This  is  a  charge  that  is  made 
in  Colorado,  and  I  want  to  give  you  an  opportunity  to  deny  if  it  is  untrue. — ^A.  It 
is  untrue;  there  is  no  such  compulsion  of  any  kind,  either  with  reference  to  the 
producers  or  refiners.  In  fact,  we  buy  very  little  of  the  pi*oduct  of  the  smtUl 
refiner — ^next  to  nothing. 

Q.  Tonr  company  has  made  no  agreement  with  reference  to  such  small  con- 
cerns?—A.  No. 

Q.  Did  the  paper  you  have  submitted  in  evidence  here  to-day  state  that  certain 
other  companies  have  received  rates  of  transportation  from  certain  points 
cheax>er  than  your  company  have  ever  received? — ^A.  I  stated  only  the  one  case  in 
connection  with  transportation  of  oils  furnished  by  the  Central  Kailroad  of  New 
Jersey  to  the  United  States  Pipe  Line.    I  furnished  a  Statement  on  that.* 

Q.  (By  Mr.  Kennedy.)  There  was  testmiony  in  Colorado  to  the  effect  that  a 
distributing  company  there  took  all  the  products  of  the  two  refineries  of  the  Colo- 
rado field,  and  Senator  Hill,  of  Colorado,  who  owns  one  of  these  refineries,  testified 
that  the  distributing  company,  or  merchandising  company,  which  bought  idl  of 
this  refined  product,  was  tne  Western  concern  of  the  Standard  Oil  Company. — A. 
They  may  do  so,  but  it  is  entirely  a  voluntary  act  on  the  part  of  the  company 
refining  the  oil.    There  is  certainly  no  compulsion  about  it. 

Q.  You  said  they  do  not  buy?— A.  We  do  not  here  at  the  East-— the  Standard 
Oil  Company.  I  did  not  have  m  mind  the  question  of  a  x)ossible  purchase  in  Col- 
orado of  the  local  production;  that  might  be  so. 

Q.  (By  Mr.  Ratchford.)  Is  there  not  such  a  thing  as  cutting  the  prices  on 
that  distributing  company  and  forcing  them,  through  business  reasons,  to  dispose 
of  their  product  to  your  company? — A.  I  do  not  know  how  we  could  do  so.  It 
mightprove  they  were  incompetent  buyers. 

Q.  lliey  hold  otherwise. — ^A.  Their  relation  to  the  company— the  distributing 
company — although  I  am  not  familiar  with  it,  must  be  voluntary;  certainly  no 
compulsion  about  it. 

AMERICA  not  IN  THE  MARKETS  OF  THE  WORLD,  BUT  FOR  THE  STANDARD. 

Q.  (By  Mr.  Smyth.)  Do  we  understand  from  your  testimony  that  you  claim 
the  Standard  Oil  Company  has  been  of  vast  benefit  to  the  oil  industry  in  the 
United  States  and  abroad? — ^A.  I  believe  that  it  has  been  of  vast  benefit  to  the 
country. 

Q.  Do  you  believe  it  has  been  a  benefit  to  the  American  people?— A.  To  the 
American  people  and  the  American  producer  of  oil.  I  believe  firmly  that  America 
would  not  have  been  in  the  markets  of  the  world  if  it  had  not  been  for  the 
Standard  Oil  Company. 

OBSERVED  THE  STRICT  LETTER  OF  THE  LAW. 

Q.  Do  you  state,  since  the  passage  of  the  interstate-commerce  law,  in  1887,  your 
company  has  not  received  rebates  of  any  kind  from  the  transportation  compa- 
nies?—A.  I  think  we  have  observed  the  strict  letter  of  the  law  in  all  that  i>ertams 
to  interstate  transportation.* 


*  See  pp.  666-660;  Mr.  Rioe,  pp.  706-700.  *  See  pp.  600, 680.  *  Bee  p.  606,  bottom. 
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CAUBES  OF  THE  STANDARD'S   PROSPERITY. 

Q.  Tet,  since  that  period  yonr  company  has  prospered  more  than  e^er  befoie?— 
A.  Yes. 

<2.  How  do  yon  account  for  that? — ^A.  One  of  the  contributing  featnres,  in  my 
mind,  is  the  greater  stability  that  has  attached  to  the  trade  since  the  passage  c^ 
the  law:  the  extension  of  business,  growth  of  business,  and  better  utiiizatloQ  d 
by-products,  and  all  that;  but  very  largely  the  stability  of  business  incident  to  die 
stability  of  rates  through  the  interstate-commerce  law. 

O.  I  suppose  the  Standard  buys  the  best  that  is  to  be  had? — ^A.  They  are  on  the 
looKout  for  the  best. 

(^,  And  probably  their  success  is  due  to  their  nerve  and  ability  and  money?— A 
It  is,  undoubtedly,  and  to  the  further  fact,  which  I  must  repeat,  that  we  treat  the 
trade  fairly.  We  realize  fully  that  no  business  can  have  any  permanent  sncoess 
that  is  not  carried  on  on  honest  principles,  and  you  will  not  find  castotners  of 
ours  complaining  of  our  treatment. 

A  NATIONAL  CORPORATION  LAW. 

Q.  (By  Mr.  Clarke.)  You  have  stated  that  you  would  favor  the  formation  of 
national  corporations.  Would  you  have  the  capital  of  these  corporations  limited 
by  law  or  by  a  national  commissioner  of  corporations,  or  would  you  have  it 
unlimited? — ^A.  I  would  have  it  unlimited,  but  would  put  upon  its  issue  such 
restrictions  as  to  value  involved  as  would  fairly  protect  the  community;  I  mean 
the  general  public. 

Q.  You  would  have  these  national  corporations  subject  to  the  supervision  of  a 
commission  or  some  other  Gk)vemment  authority? — A.  Undoubtedly,  as  is  the 
case  under  the  English  corporation  law. 

Q.  Do  ^ou  not  think  one  of  the  greatest  evils  of  State  corporations  is  the  lack 
of  supervision? — A.  The  lack  of  supervision,  and  the  entire  lack  of  uniformity  as 
between  the  States. 

Q.  Do  ^rou  think  the  formation  of  national  corporations  would  overcome  most 
of  the  objections  that  are  now  raised  to  combinations  commonly  called  trosts?— 
A.  I  do.  I  believe  it  would  do  away  with  the  talk  of  mono^ly,  make  every 
business  free  to  all  comers,  within  the  law  and  under  the  provisions  as  made. 

Q.  (By  Mr.  Kennedy.)  Favoring  national  charters  and  national  snx>ervisio& 
as  you  say,  would  you  go  to  the  extent  of  favoring  inspection  of  the  books  and 
affairs  of  each  concern,  as  the  national  banks  are  mspected  by  Qovemment  offi- 
cials?— A.  I  have  not  made  a  study  of  the  subject  so  as  to  make  a  statement  in 
detail  as  to  what  the  supervision  and  restriction  should  be.  I  should  saj  that  is 
a  question  that  ought  to  be  very  carefully  considered  before  expression  is  made, 
aim  I  could  hardly  answer  it  tcnday.  On  general  principles,  I  favor  all  fair  super- 
vision and  making  of  statements  tnat  would  enlighten  the  public. 

ADVANTAGE  OF  A  GREAT  AGGREGATION. 

Q.  (By  Mr.  Farquhar.)  Is  it  not  a  fact  that,  since  vou  control  the  products  of 
petroleum  in  this  country,  when  you  acquire,  by  purchase  or  through  the  asency 
of  jrour  own  men,  the  formula  of  a  better  oil  and  a  better  way  possibly  of  pro- 
ducing oil,  you  can  beat  all  competitors  by  the  fact  that  you  can  put  it  into  effect 
in  every  single  one  of  your  plants?  Has  not  that  been  one  of  the  great  reasons 
of  your  success  in  earning  your  oil  under  a  Standard  title  all  over  this  country, 
and  accepted  as  a  standard  wherever  sold? — ^A.  Undoubtedly. 

Q.  An  advantage  that  a  smaller  concern,  indei)endent  or  otherwise,  can  never 
obtain  because  they  can  simply  work  a  formula  within  themselves,  whereas  yon 
can  put  it  in  the  hands  of  fifty  or  sixty?— A.  That  is  entirely  correct.  That  is 
one  of  the  great  causes  of  the  success  of  our  business,  and  comes  from  combina- 
tion alike  of  capital  and  talent. 

Q,  (By  Mr.  Phillips.)  Have  you  any  further  or  supplementary  statement  to 
make,  Mr.  Archbold? — A.  Nothing. 

Testimony  closed. 
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Washington,  D.  C,  September  9, 1899, 
TESTIMOHT  OF  HEVET  H.  ROGEBS, 
President  of  the  NatumcU  Transit  Company, 

m 

The  commissioii  met  at  10.30  a.  m.,  Vioe-Chairman  Phillips  preddixig.  Mr. 
Henry  H.  Rogers  appeared  and,  after  being  duly  sworn,  testified  as  to  the  oil 
industry. 

Q.  (By  Mr.  Jenks.}  Ton  may  state  yoar  name  and  residence. — A.  Henry  H. 
Rogers,  New  York  City. 

THE  witness's  CONNECTION  WITH  THE  STANDARD  OIL  COMPANY. 

Q.  What  connection  have  yon  with  the  Standard  Oil  Company,  the  Standard 
interests? — A.  I  am  president  of  the  National  Transit  Comnany. 

Q.  Are  yon  connected  with  the  Standard  Oil  Company  of  New  Jersey?— A.  I  am 
one  of  the  vice-presidents  of  the  Standard  Oil  Company  of  New  Jersey. 

Q.  Your  position  is  such  that  ^ou  would  be  entirely  familiar  with  the  questions 
discussed  in  Mr.  Archbold's  testimony? — A.  I  think  mainlv  so. 

Q.  You  heard  the  testimony  yesterday.  Do  you  agree  substantially  with  all  that 
-was  said? — A.  I  do. 

REASONABLENESS  OF  PIPE-LINE  CHARGES  OF  THE  STANDARD. 

Q.  You  have  been  familiar  with  the  pipe  lines,  their  charges,  etc.,  for  several 
years?— A.  I  have. 

Q.  About  how  long  is  it  since  the  charges  on  the  pipe  lines  were  lowered 
to  20  cents?— A.  I  think,  as  Mr.  Archbold  testified,  it  was  about  twenty  years  ago. 

Q.  Can  ^ou  give  us  any  explanation  as  to  why  it  is  that  the  pipe-line  charges 
have  remained  substantially  the  same  for  twenty  years,  whereas  the  charges  of 
railways  and  prices  in  general  have  decreased  very  decidedly?— A.  You  will 
understand  the  pipe-line  charges  of  20  cents  are  what  are  termed  **  gathering 
charges " — that  is  to  say,  the  oil  is  taken  from  the  wells  of  the  producer  and 
delivered  to  the  stations  of  the  pix)e  line  and  the  tanks.  Wherever  the  oil  is 
found  we  run  a  line  to  it.  We  are  frequentiy  called  upon  to  run  a  line  15  or  20 
miles.  We  never  object;  we  make  no  extra  charge  for  that.  In  some  instances 
we  pump  oil  but  a  very  short  distance  to  the  tanks,  and  in  some  instances  we 
pump  it  15  or  25  miles,  so  that  we  consider  it  an  average  charge,  really,  rather 
than  an  arbitrary  charge.* 

Q.  (By  Mr.  Farquhar.)  You  mean  not  an  average  but  an  equalizing  charge?-- 
A.  An  eqaali2dng  charge,  if  you  please  to  term  it  so. 

Q.  (By  Mr.  Smtth.)  Based  on  the  circumstances  of  the  producers  in  the  same 
field?— A.  Yes;  and  because  the  producer,  if  he  is  a  patron  of  our  line,  is  at  liberty 
to  feel  that  no  matter  where  he  finds  oil  in  the  vicinity  of  the  pipe  line— it  ma^  lie 
15  or  20  miles  away;  but  if  he  is  a  patron  and  has  a  producing  well  of  paying  size, 
we  will  spend  the  money  and  run  the  line  to  him  and  take  care  of  his  oil. 

COMPETING  PIPE  LINES. 

Q.  Is  there  any  competition  in  the  pipe-line  business?— A.  Yes. 

Q.  What  is  the  competition?— A.  The  competition  in  the  Butler  field  is  with  the 
Producers  and  Refiners*  Pipe  Line.  The  competition  in  the  Ohio  field  is  with  the 
Manhattan  Oil  Company,  and  in  the  Indiana  field  with  the  Cudahv  Company. 

Q.  (By  Mr.  Philups.  )  Is  there  any  comi>etition  in  the  Scio  field  in  Ohio?— A. 
There  is  a  trifiing  competition.  The  production  in  that  field  is  about  6,000  barrels 
a  day,  and  the  ran  of  me  outside  lines  is  probably  between  400  and  500  barrels  a 
day. 

Q.  (By  Mr.  Jenks.)  These  competing  pipe  lines  run  into  the  same  territory,  so 
that  they  might  equally  well  take  the  product?— A.  If  they  had  the  capacity  to 
handle  it. 

Q.  So  far  as  the  location  is  concerned?— A.  So  far  as  the  location  goes. 

Q.  Are  the  prices  of  these  independent  pipe  lines  in  Pennsylvania  the  same  as 
youra?—A  I  do  not  know.    I  have  hearsay  evidence,  but  that  is  all. 

lOomiMure  pp.  688,689;  Mr.  Lee,  pp.  280,284;  Mr.  Davis,  p.  862;  Mr.  PhUUps,  p.  604;  Mr.  Emery, 
p.  086. 
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PBBXnm  ON  OIL  IN  VABIOU8  FIXLD6. 

Q.  (Bt  Mr.  PmiXlPS.)  Have  yon  any  premium  on  oil  in  any  competing  fieid 
except  the  Scio  field?— A.  Tes. 

Q.  What  other  fields— the  Tiona  and  Franklin  field?— A.  The  Tiona— the  Frank- 
lin field  is  a  Inbricating-oil  field.    The  oil  is  sn^Mrior  to  the  ordinary  petroleiiin. 

Q.  And  the  oil  in  the  Tiona  field  is  also  superior,  as  it  is  generally  nnderstood? — 
A.  xee. 

Q.  Now,  the  Scio  is  a  newer  field.  Do  yon  understand  that  to  be  aomewfaat 
superior?— A.  It  is. 

Q.  Mr.  Archbold  testified  yesterday  that  von  had  applied  premiums  on  oil  in  fields 
where  there  was  no  special  difference  in  the  quality  of  the  oil,  as,  for  inatanoe,  in 
Butler  and  Allegheny  and  Washing^D  counties,  when  there  was  competitian 
there.  *  Do  you  understand  that  to  be  substantially  correct?— A.  I  underataaid  Mr. 
Archbold*s  statement  to  be  absolutely  correct 

A  PREMIUM  IS  NOT  A  RBBATB. 

Q.  He  testified  that  vou  put  these  premiums  on,  but  did  not  give  a  rebate.*  I 
would  like  you  to  explain  to  the  commission  the  difference  between  putting  a 
premium  of  10, 15,  or  §0  cents  per  burel  on  oil  and  granting  a  reduction  in  trane- 
portation  prices  on  it.  Would  it  not  in  effect  be  the  same? — A.  First  I  would  like 
to  say  that  as  1  understand  Mr.  Archbold  he  did  not  testify  that  we  had  been  the 
first  to  put  the  premium  on  the  oU;  that  it  had  been  brought  about  by  competi- 
tion, i  do  not  think  the  moner  that  goes  into  the  Docket  of  the  producer  as  an 
advanced  price  could  be  classed  as  a  rebate,  because  he  loses  interest  in  the  oil  as 
soon  as  it  goes  into  the  pipe  line.  The  pipe-line  charges  are  paid  by  the  man  who 
transports  the  oil  for  rennins,  the  exporter. 

Q.  Did  not  all  who  shippea  in  these  fields  get  an  advantage  oyer  other  prodncecB 
in  other  fields  the  same  as  if  it  was  a  rebate?  Is  it  not  another  name  for  the  same 
thing?— A.  No;  not  nearly  so,  as  I  have  explained.  The  producer  loees  interest  in 
the  oil  from  the  instant  when  he  delivers  it  to  the  pipe  Une.  If  he  gets  a  premium 
on  the  oil,  the  producer  is  benefited  by  it.  He  has  surrendeied  it  to  the  man  who 
owns  it  after  it  goes  into  the  pipe  line,  for  refining  or  for  sale  to  foreign  markets, 
for  export.  The  producer  has  no  interest  in  the  oil  after  he  parts  with  it  at  the 
well. 

Q.  Could  he  get  a  larger  price  for  it  if  there  was  a  larger  price  on  that  ofl? — A. 
I  could  not  answer  such  a  hypothetical  question  as  that. 

NO  PBBMIUMS  AT  PRESENT  EXCEPT  FOB  8UPBBIOB  QUALITY. 

Q.  (By  Mr.  Smtth.)  Do  we  understand,  then,  in  the  instances  of  fields  where 

Jou  say  there  is  a  premium,  that  it  is  due  to  the  superior  quality  of  the  oil?— A. 
tis. 


Q.  (By  Mr.  PBILUPS.J  At  the  presmit  time?— A.  Yes. 


(By  Mr.  Smyth.)  I  understand  there  is  no  premium  now  except  in  two  cases 
where  the  oil  is  of  superior  quality?— A.  There  are  three  points. 
(2>  And  at  these  points  there  u  a  premium?— A.  There  is  a  difference  in  the 

Erice  of  oil  in  Ohio.    There  are  two  fields  in  Ohio,  the  North  Lima  and  the  South 
lima.    The  oil  of  the  North  Lima  field  is  more  valuable  than  that  of  the  South 
Lima  field,  and  there  is  a  difference  in  price  of  5  cents. 
Q.  That  difference  goes  to  the  producer?— A.  Yes. 

DISCBIMINATINQ  FBEIOHT  BATES  IN  CANADA. 

Q.  (By  Mr.  Jenks.)  We  received  some  information  yesterday  with  reference 
to  the  interests  of  the  Standard  Oil  (Company  in  Canada;  it  was  said  you  had 
some  refinine  interests  there.  About  what  proportion  of  the  refining  in  the  Cana- 
dian fields  do  you  do?— A.  I  am  not  famuiar  enough  with  that  branch  of  the 
business  to  answer.    Mr.  Archbold,  I  think,  will  furnish  that. 

Q.  Have  you  any  information  as  to  an  advance  of  rates  from  Buffalo  and  Toledo 
through  to  Montreal  or  other  Canadian  points  in  the  latter  part  of  1896  or  first 
part  of  1899?— A.  I  never  heard  of  it. 

Q.  You  did  not  hear  that  any  complaint  was  made  by  Canadian  oil  dealers  to 
the  railroad  committee  of  the  Canadian  Parliament  with  reference  to  disorimi- 
natiuff  rates  on  the  part  of  the  Canadian  Pacific  and  Grand  Trunk?— A.  I  heard 
something  about  it,  out  am  not  posted  as  to  details.* 

1  See  pp.  676, 677.    AIbo  Mr.  Boyle,  pp.  475, 479. 

''  Soe  D.  677     See  ftlso  d.  479 

a  ComiMure' Mr.  Archbold,  pp.  572, 573;  Mr.WeBtgate,p.878;  Mr.  G«ll,  pp.  875-477. 
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THK   DISSOLUTION  OF  THE    TRUST — FRACTIONAL.   SHARES   KBCKIVE    NO  DIVIDENDS. 

,   □  'What  form  did  tta«  certificate 

_ ._.     .  ..  _     _...  .8  companies  that  bad  beeo  combined  in 

the  Standard  Oil  Tnut?— A.  In  what  farm  of  certificate? 

Q.  Tes.— A.  First,  I  think,  the;  bod  to  enrrendw  their  trast  certificates,  and 
receive  a  certificate  that  gave  them  equitable  ownership  in  these  oonstitnent  com- 
paiiiee,  and  then  that  certiGcate  was  exchanged  for  actual  stock  in  the  company. 

§.  There  were  some  twenty  constitnent  companlea? — A.  Yea. 
.  In  the  case  oC  a  holder  of  two  or  tliree  shues  of  stock,  woold  he  receive  frac- 
tional shares  in  each  one  of  these  com'panies?— A.  Tea 

U.  Did  these  frnctional  shores  receive  their  dividraids  the  same  as  others? — 
A.  No. 

Q.  In  that  case,  if  a  person  had  held  lees  than  twenty  shares  of  the  trost  certifi- 
cabee  he  would  not  receive  dividends  from  the  different  companies? — A.  Mo;  I 
believe  it  is  for  legal  reasons. 

Q.  Does  that  mean  that  theee  holders  of  trust  certificates,  who  have  only  trac- 
tioiial  ahoiea  in  these  various  companies,  have  not  received  any  dividends  since  the 
trust  was  dissolved?— A.  That  is  as  I  nnderstand  it. 

Q.  Is  that  a  reason  why  the  trust  certificates  have  been  surrendered  so  slowly 
on  the  part  of  many? — A.  I  conld  not  answer  that;  I  do  not  know.' 

AMOUNT    OF    OIL    THAT    THE    PIPES    HOLD— AUOUVT    OF    CREDIT    BALANCES    AND 


fignred  it.  1  can  give  you  that  information  if  you  will  give  me  twenty  or  thirty 
days'  time;  Itis  a  mathematical  calculation. 

Q.  OnewitnessestimatedtheamonntsufBcient  to  fill  the  lines  as  about  4.000,000 
tMirrela? — A.  The  amount  of  residuum  in  the  bottom  of  the  tanks  is  published 
every  month  by  the  National  Transit  Company.  That  is  amatt«rof  publicrei^ord 
and  can  be  had. 

Q.  Abont  how  much  oil  has  recently  been  standing  ont  in  the  shape  of  credit  bal- 
ances and  certificates  at  the  end  of  each  month?- A.  I  can  not  answer,  but  we  can 
furnish  that  from  the  monthly  ntatementa  published  in  the  office;  that  informo- 
tioo  is  given  to  our  Oil  City  and  New  York  offices  every  month  and  published  in 
the  Oil  City  Derrick.  Do  I  understand  yon  would  like  to  have  it  for  a  period, 
Professor  Jenks? 

Q.  (By  Mr.  Jknks).    Yes. — A.  You  are  welcome  to  it. 

Credit  baiances  in  National  TVoTiMf  Company. 
[In  buTela  of  erode  oU  of  ttgaUonsca^.] 
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*  As  to  the  capacity  of  the  lines,  that  wonld  be  a  verydiflBcolt  thins  to  say.  We 
'  probably  have  35,000  miles  of  pipe,  or  more,  ecattwed  all  over  the  country,  2 
rachee,  3),  S,  4,  6,  6,  and  8  inches  in  diameter.  Kow.tofignre  ont  jnsthowmany 
miles  thnre  are  of  each  and  bow  much  oil  it  wonld  take  to  fill  It  is  a  great  mathe- 
matical problem. 

ti.  (By  Mr.  PHILLIPS).  We  only  want  an  approximation.  You  conld  probably 
teU  within  four  or  five  hundred  thousand  barrels. — A.  We  could  do  that,  cer- 
tainly. 

■Sao  p.IBT.    Oomiittre  Mr.  Aichbold,  p.  Sl*-tm-,  Mr.  HoDiiott.  p.  dOT. 
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[Estimate  supplied  later:  The  estimated  amount  of  what  is  known  as  P^ansyl- 
vania  crude  oil  in  pipes  of  5  inches  in  diameter  and  over  of  the  National  Transit 
Company  and  connecting  pipe  lines,  as  of  7  o'clock  a.  m.,  Octoher  1,  1899,  in  bar- 
rels of  42  gallons  each,  is  586,528  barrela.] 

RELATIONS  OP  VARIOUS  ^UNDBPBNDBNT"  COMPANHS  TO  EACH  OTHER   AKD  TO  THB 

STANDARD. 

Q.  (By  Mr.  Sxtth).  There  was  a  matter  mentioned  yesterday  that  several  of 
the  commissioners  did  not  thoroughly  understand.  That  was  in  reference  to  the 
pipe  lines  in  which  the  Standard  Oil  Ck>mpany  owned  a  half  interest;  I  think  it 
was  in  Pennsylvania.'— A.  The  Oil  Producers*  Company,  was  it  not? 

Q.  No;  I  understand  the  Standard  Oil  Company  owned  a  half-interest  and  sold 
it  to  Colonel  Carter,  but  under  some  decision  of  the  courts  of  Pennsylvania  he  is 
not  allowed  to  control  or  manage  that  company.  We  wanted  to  ask  -w^ho  owns 
the  minority  shares.— A.  I  only  know  from  rumor;  rumor  is  that  Mr.  Phillips 
and  his  Mends 

Q.  The  Pure  Oil  Company?— A.  Not  the  Pure  Oil  Company.  The  Pure  Oil 
Company  is  a  company,  you  understand,  that  contemplates  the  ownershin  of  the 
Oil  Producers'  Company,  the  Producers  and  Refiners*  Pipe  Line,  the  United  States 
Pipe  Line  Company,  and  numerous  refineries  in  the  oil  regions  and  one  or  more  at 
the  seaboard.  In  practice,  it  would  prove  to  be  a  repetition  of  the  Standard 
Trust— a  very  wise  thing  to  do,  I  concede. 

Q.  These  individuals  that  own  a  minority  of  the  stock,  according  to  the  testi- 
mony, reallv  control  the  management  of  the  company? — A.  It  would  seem  so. 

Q.  (By  Mr.  Batchford.  )  Are  they  an  organization?— A.  I  think  an  organiza- 
tion under  the  Pennsylvania  law. 

Q.  (By  Mr.  Smtth.)  What  is  the  name  of  that  pipeline?— A.  The  United  States 
Pine  Line  is  one  and  the  Producers  and  Refiners'  Pipe  Line  is  another. 

Q.  Does  this  ownership  that  the  Standard  Oil  Company  sold  cover  both  com- 
panies?—A.  The  Producers'  Company,  as  I  understand  it,  own  and  control  an 
mterest  in  the  Producers  Oil  Company,  Limited,  and  the  Producers  and  Refiners' 
Pipe  Line  Company.  The  answer  to  Mr.  Smyth's  question  is,  as  I  understand, 
that  the  Producers'  Oil  Company  own  and  control  an  interest  in  the  Producers 
and  Refiners'  Pipe  Line,  which  line  gathers  oil  in  Butler  and  adjoining  counties, 
and  the  Producers  and  Refiners'. 

Q.  This  compan>  was  the  United  States?— A.  The  Oil  Producers'  Company, 
Limited. 

Q.  And  the  minority  of  stock,  you  think,  is  held  by  individuals? — A.  I  think  so, 
but  I  do  not  know. 

Q.  Tou  state  the  Standard  Oil  Company  has  no  interest  in  it? — A.  None  what- 
ever. 

MR.  carter's  stock,  AND  HOW  HE  GOT  IT. 

Q.  (By  Mr.  Farquhar.)  Was  it  conceded  in  the  opinion  of  the  court  that  Car- 
ter did  positively  own  a  majority  of  the  stock? — A.  I  so  understood  it. 

Q.  You  could  not  positively  give  testimony  as  to  that?— A.  Only  mere  hearsay. 

Q.  (By  Mr.  Phillips.)  Was  not  Mr.  Carter  furnished  the  money  to  buy  that 
stock  by  a  trust  company  in  New  York?— A.  That  I  do  not  know;  I  think  not' 

Q.  And  he  was  introduced  to  that  company  by  a  member  of  the  Standard  OU 
Company?— A.  What  was  the  name  of  the  company? 

Q.  I  do  not  remember  the  name.— A.  He  may  have  been  introduced  to  the  com- 
pany; I  could  not  answer  for  the  moment.  I  suppose  if  Mr.  Carter  or  Mr.  Phillips 
came  to  me  I  would  feel  perfectly  free  to  introduce  them. 

Q.  (By  Mr.  Smyth.)  It  is  not  an  unusual  tiling?— A.  Not  an  unusual  thing  to 
borrow  money. 

Q.  (By  Mr.  Phillips.)  Did  we  not  understand  Mr.  Archbold  yesterday  to  state 
that  the  Standard  Oil  Company,  or  the  trust,  or  the  United  Pipe  Line,  controlled 
a  majority  of  this  stock  at  one  time  that  was  sought  to  be  vot^d  by  Colonel  Car- 
ter? *— A.  He  testified,  I  think,  that  the  Standard  Oil  Company  did  notever  ownany 
of  the  stock,  but  the  parties  in  said 

Q.  But  the  affiliated  companies  under  the  control  of  the  Standard  Oil  Company 
did?— A.  It  seems  to  be  a  question  of  memory  between  Mr.  Lee,  Mr.  Archbold,  and 
me  as  to  whether  Carter  owned  a  majority  of  the  stock  or  we  owned  a  majority  of 
the  stock  before  his  purchase. 

>Seep.&9a.  >8eep.577. 
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Q.  Can  these  facts  be  ftilly  ascertained  by  the  proceedings  and  hearings  in  New 
York? — A.  There  were  no  proceedings  brought  tnere. 

Q.  I  am  not  certain  whether  it  was  brought  there  or  not,  but  I  so  nnderstodd  it. 
There  were  some  proceedings  and  some  testimony  taken  in  New  York.— A.  I  never 
heard  of  it.  I  wonld  like  to  say  that  Colonel  Carter  did  commence  an  action  in 
PenneylTania,  and  the  conrt  decided  that  he  was  a  bona  fide  owner  of  the  stock 
and  ought  to  be  allowed  to  vote  it,  but  under  the  rules  or  by-laws  he  could  not  do  it. 

Q.  And  Uiat  was  carried  to  the  Supreme  Court  and  affirmed? — A.  I  could  not 
testify  to  tiiat;  I  know  nothing  about  it.' 

Q.  (By  Mr.  Ratchfobd.)  I  was  going  to  follow  my  ];>revious  question  with  a 
second  one,  but  others  were  interje^ed.  This  organization  (and  I  would  like  to 
have  you  mention  the  name  of  it)  ia  it  an  organization  under  the  law  of  the  State 
of  Pennsylvania? — A.  Which  company  do  you  refer  to? 

Q.  Tbecompany  to  which  you  referas  "  Mr.  Phillips's  friends,*'  the  oil  producers, 
the  Pure  Oil  Companv.— A.  The  Pure  Oil  Company  is  an  organization  under  the 
laws  of  the  State  of  New  Jersey. 

A  OENBRAL  FBDBRAL   INCORPORATION  LAW  IS  DESIRABLE—ITB  ADVANTAGES. 

Q.  (By  Mr.  Clarke.)  Are  you  acquainted  with  the  antistock-watering  laws  of 
Ma]88achu8etts? — ^A.  I  am  not. 

Q.  Tou  favor  Mr.  Archbold's  suggestion  about  conducting  such  large  interests 
as  you  are  now  carrying  on  under  a  national  corporation? — A.  Most  certainly,  and 
I  would  like  to  explain.  1  think  the  English  law,  as  referred  to  yesterday,  is  most 
desirable  in  its  operation,  and  is  most  encouraging  to  capital  and  protecting  to 
labor  and  to  everybody  interested. 

Q.  Wonld  you  be  willing,  in  case  there  should  be  a  general  corporation  law  of 
the  United  States  which  seemed  to  be  fair  and  equitable,  to  organize  under  that 
law  and  transfer  or  abandon  your  organizations  under  the  State  Iaw8?«-A.  Most 
assuredly. 

Q.  You  would  favor  publication  of  records  and  a  supervision  of  stock  issued  by 
Federal  authority?— A.  Certainly. 

Q.  (By  Mr.  A.  L.  Harris.)  I  should  like  to  ask  Mr.  Rogers  whether  he  has 
investigated  that  question  from  the  lefSBl  standpoint,  to  know  whether  it  can  be 
done  under  the  present  Federal  Constitution?«-A.  I  should  judge,  from  all  I  have 
heard,  that  it  can  not. 

<^.  (By  Mr.  Kennedy.)  You  would  be  in  favor,  then,  of  amending  the  Consti- 
tution so  that  it  can  be  done?— A.  I  believe,  if  we  are  going  to  be  the  greatest  com- 
mercial nation  in  the  world,  that  the  Constitution  ouffht  to  be  amended  so  that 
Federal  charters  can  be  granted  on  some  such  plan  as  the  English. 

Q.  (By  Mr.  Farquhar.  )  Has  not  the  United  States  already  granted  a  charter  in 
the  matter  of  the  Nicaragua  Canal?— A.  I  understand  speciaicharters  have  been 
granted  by  the  Federal  Government  under  the  old  constitution;  but  to  make  such 
a  change  as  is  contemplated  here  it  should  be  ai)plied  to  no  particular  corporation, 
but  should  be  general  and  should  cover  everything. 

Q.  Yon  would  rather  have  a  general  provision  that  they  could  incorporate  under, 
without  special  authority  of  Ck>ngre8S? — A.  I  would  practically  use  the  same 
machinery  in  the  Federal  Government  that  is  now  used  by  the  several  States. 

Q.  As  a  business  man,  would  you  state  the  advantages  that  you  see  in  these 
Federal  corporations  as  to  commerce  and  the  public  generally?— A.  The  advantage 
would  be,  in  my  judgment,  the  power  to  do  business  in  the  several  States  under 
the  Federal  law,  subject  only  to  such  laws  of  the  States  as  pertain  to  taxes  and  the 
'ice  reeulationa  that  govern  in  our  States. 

Ana  that  supreme  regulation  and  supervision  should  be  vested  in  the  Federal 
ority?— A.   Yes;  so  far  as  legislation  is  concerned  it  could  rest  with  the 
'ederal  Government  very  largely. 

Also,  I  suppose,  that  would  lessen  litigation  in  respect  to  corporations?— A,  I 
so,  decidedly. 

Is  not  that  one  of  the  features  the  Standard  people  would  naturally  propose 
amendment  to  the  (Constitution?— A.  We  are  rather  case-hardened,    we  are 
along  in  years,  but  we  think  the  new  and  younger  industries  would  be 
nefited  very  materially. 

overcapitalization    regulates    itself — GOOD    WILL  MUST    BE  ALLOWED  FOB, 

.  Q.  Now,  as  to  this  question  of  overcapitalization?— A.  That  always  regulates 
Itself. 

>  Oampare  the  teetimony  of  Mr.  Lee,  p.  270;  Mr.  Phillips,  pp.  680, 690.  ' 
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Q.  Do  yon  take  it  now  that  the  organimtion  of  these  oompuiieB  in  New  Jeney, 
witn  the  enormous  capitalization  that  some  of  them  have  and  of  ^irhicb  a  large 
part,  in  a  good  many  mstanoee,  is  watered  stock,  is  detrimental  to  bosfakeas  gw- 
erally  and  ultimately  amounts  to  swindling?— A.  Of  oonrse,  there  may  be  a  large 
amount  of  watered  stock  of  that  kind,  and  undoubtedly  many  of  them  ooidd  be 
reproduced  for  less  money  than  is  put  into  them;  hut  we  must  not  fariget  that  in 
the  organization  of  great  businesses  a  great  deal  of  time,  labor,  and  mooey  has 
been  spent  that  can  not  be  accounted  for.  Take  a  newspaper  in  New  Toric  City; 
it  has  a  large  circulation;  its  plant  could  probably  be  reproduced  for  a  hundred 
thousand  dollars;  it  would  sell  readily  for  $1,000,000.  Now,  a  certain  amount  of 
allowance  for  good  will  must  necessarily  go  with  any  busineos.  It  is  practically 
the  same  as  the  case  of  a  lawyer.  A  man  with  years  of  experience  and  stan^ng 
in  the  law  very  naturally  receives  larger  fees  than  the  younger  man  who  has  just 
taken  his  diploma. 

Q.  Is  there  only  one  thing  covered  by  overcapitalization — that  is,  good  will?— A. 
That  is  generally  the  thing.    There  may  be  another;  that  is  patents. 

Q.  Would  good  will  enter  into  the  issue  of  bonds?— A.  I  should  not  say  it  would 
enter  into  the  issue  of  bonds«  because  the  party  would  probably  examine  the  papsfs 
to  see  that  there  was  absolutely  enough  property  on  which  to  rest  his  secxinty. 

Q.  If  a  man  is  making  a  mortgage  trust  on  it,  do  you  suppoee  the  g^Ma  will 
would  enter  into  that?— A.  Not  at  stll. 

Q.  So  the  foundation  of  jour  public  security  ought  to  rest,  for  the  benefit  of  the 


public  and  the  safety  of  the  public,  on  intrinsic  value  instead  of  fictitiaaB  good 
will?— A.  Certainly,  on  the  underlying  security. 

SPECULATION  CAN  NOT   BE  BBGULATBD — WB   BHOUU)   HAVE   FBDBBAL  OHABTKBS. 

Q.  Do  you  not  think  that  in  the  enlargement  of  these  great  combinations  in  tiiis 
country,  the  whisky  trust  and  others,  the  sreat  harm  has  come  from  issuing  stock, 
as  in  England,  and  hoodwinking  the  public?  —A.  No  doubt  a  good  deal  of  that  has 
been  done,  and  many  of  these  Industnes  have  gone  to  the  wall  for  lack  of  manage- 
ment You  can  not  regulate  speculation  as  long  as  it  is  bom  in  us  to  gamble,  and 
there  happens  to  be  a  Wall  street  and  a  Lombard  street.  There  is  no  law  that 
compels  a  man  to  go  into  Wall  street  to  speculate,  and  exi>erience  has  shown  that 
it  is  a  dangerous  place.  I  think  we  should  say  to  the  public,  *'  Here  is  this  prop- 
erty. You  can  investigate  it  if  yov  want  to,  and  if  you  are  satisfied  with  toe 
security  vou  can  put  your  money  into  it,  and  if  you  are  not  satisfied  with  the 
security  don't  put  the  money  in." 

Q.  Do  you  think  it  is  right  for  any  State  like  New  Jersey  to  incorporate  these 
companies? — A.  We  can  not  very  well  discriminate. 

Q.  Do  you  think  it  is  comitv  between  the  States  that  there  should  be  such  an 
open  law  as  in  New  Jersey,  and  such  a  close  law  as  in  New  York? — ^A.  I  think 
it  would  be  decidedly  better  if  all  could  agree  upon  something  sensible  and  reason- 
able in  that  respect.  Of  coarse  the  laws  of  New  Jersey  have  recently  been  fol- 
lowed by  Delaware  in  liberality,  and  all  the  bad  will  naturally  go  to  New  Jersey 
and  Delaware  for  incorporation.  I  think  a  Federal  charter  would  do  away  with 
that  evil. 

Q.  Remedy  all  these  evils?— A.  I  do. 

IS  THE  **OOOD  will"  OF  A   NEWSPAPER    COMPARABLE  WITH  THAT  OP  AN  ORDI- 
NARY BUSINESS? 

Q.  (By  Mr.  Jenks.)  With  regard  to  your  illustration  of  a  newspaper  as 
example  of  the  value  of  good  will  in  an  enterprise,  is  it  a  fair  parallel  for  ordin 
business  corporations?    is  it  not  true  that  newspaper  success  depends  upon 
individual  capacity  of  one  man  rather  more  than  does  the  ordinary  corporation? 
A.  I  know  verv  little  of  the  newspaper  business,  but  I  know  this:  in  a  busii 
way  it  is  largely  successful  through  the  amount  of  enterprise  put  into  it  by 
head  of  the  newspax)er,  the  standard  of  excellence,  and  capable  people.    The 
will  of  the  paper  is  established  by  reason  of  its  money-earning  capacity,  and 
might  be  true  of  a  corporation. 

Q.  To  the  same  extent?— A.  That  would  depend  on  circumstanoee,  amount  of 
capitalization  and  amount  of  business.  You  can  give  the  illustration  of  a  valuable 
patent. 

U.  That  13  exceptional  also.— A.  Yet  at  the  same  time  it  is  monopolistic. 

Q.  That  is  it.  The  point  of  the  question  is  this:  In  the  case  of  a  patent  we  have 
a  monopolistic  element  capitalized,  in  the  case  of  a  newspaper  we  have  the  indi- 
vidual ^lent  of  the  manager,  influential  to  a  greater  extent  than  in  ordinary  co^ 
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pomtioiis.    That  might  be  capitalized.  —A.  Still  men  oome  and  go,  bat  newspapers 
continne  and  their  yalne  increases. 

Q.  Sometimes  it  decreases  very  rapidly  when  the  head  man  goes? — A.  I  refer  to 
the  Nevr  York  papers. 

OVBRCAPITAUZATION  SBTTUSS  IT8BLF  BT  DEPRECIATION  OF  STOCK. 

Q.  ( By  Mr.  Kennedy.  )  Yon  said  that  oyercapitalization  in  combinations  settles 
itself  finally.  Will  yon  state  how  in  yonr  opinion  that  is  done?— A«  If  the  corpo- 
ration is  overcapitalized  and  nnable  to  pay  aividends  on  its  capitalization,  its  stock 
will  depreciate  in  valne.  Investors  first  look  for  the  secnritv  and  then  at  the 
amount  they  get  for  their  monev.  Th^  will  take  a  little  gamble  on  the  overcapi- 
talized comx)any  if  it  will  pay  them.  They  will  invest  in  stock  that  sells  at  75  ana 
pays  6  to  8.    They  will  take  chances  rather  than  pnt  it  away  in  their  poc&ets. 

Q.  (By  Mr.  Shtth.)  Yon  stated  that  yon  thonght  the  oaestion  of  good  will 
oaght  not  to  enter  into  the  valuation  on  which  bonds  should  be  issued:  but  do  you 
not  think  that  in  the  capitalization  of  a  large  indnstnr  or  combination  the  question 
of  good  will  enters  into  the  value  of  the  stock? — A.  1  do. 

the  attitude  of  newspapebs  towabd  the  standard  and  its  opponents. 

Q.  It  was  stated  by  Mr.  Boyle  in  his  testimony  that,  of  his  knowledge,  in  Pitts- 
burg numerous  articles  attacldng  the  Standard  Oil  Company  were  publisned  from 
time  to  time  gratuitously  as  communications,  but  that  the  replies  of  the  Standard 
Oil  Company,  when  made,  always  had  to  be  paid  for,  even  if  published  in  the  local 
or  news  column.  Can  you  give  us  any  information  about  that? — A.  I  do  not  think 
we  have  undertaken  to  answer  these  anonymous  communications  very  much.  I 
know  of  one  case  where  I,  at  one  time,  undertook  to  get  in  a  little  communication 
in  reply  and  I  received  a  bill  of  $12.    I  paid  it. 

Q.  rnie  SStandard  receives  no  favors  from  the  papers  in  general  in  the  way  of 
defending  them  or  publishing  their  communications?— A.  I  think  the  papers  pub- 
lish a  good  many  things  prejudicial  to  the  Standard  Oil  Compan^^,  I>erhaps  through 
ignorance  about  it.  We  are  so  busy  we  do  not  have  time  to  think  much  about  it, 
but  I  think  the  newspapers  mean  to  be  generally  pretty  fair.  Undoubtedly  they 
would  ox)eu  their  columns  freely  if  we  cared  to  tuk,  but  talk  is  so  cheap  we  prefer 
to  keep  sawing  wood.  We  have  not  had  our  side  of  the  case  fairly  presented, 
perhaps.* 

THE  STANDARD  WILL  DO  WHATEVER  IS  FAIR  FOR    THE  HOLDERS  OF  FRACTIONAL 

SHARES. 

Q.  (By  Mr.  Jenks.)  Yon  said  some  time  ago  that  the  holders  of  the  fractional 
shares  in  the  constituent  companies  that  formerly  composed  the  Standard  Oil  Trust 
did  not  receive  dividends.  Will  you  explain  that  a  little  more  clearly?  Does  that 
mean,  as  has  been  intimated  here  on  the  stand,^  that  the  holders  of  these  fractional 
shares  lost  every  opportunity  of  receiving  any  returns  from  these  shares? — A.  I 
think  that  is  a  logal  question  that  I  can  not  go  into.  I  think  the  fractional  shares 
we  have  issued  nave  had  as  a  denominator  about  975,000,  and  the  numerator 
would  range~I  could  not  say  where,  but  it  was  ver^  small,  so  that  the  partici- 
pating interest  was  so  trifling  that  it  would  be  impossible  to  pay  a  dividend. 

Q.  In  this  reorganization  that  has  lately  been  made  by  the  New  Jersey  corpora- 
tion is  there  to  be  an  opportunity  for  the  holders  of  these  fractional  shares  to  get 
their  stock  back  in  such  a  form  that  they  can  receive  dividends?— A.  Whatever  is 
fair  we  vnll  do.  We  will  treat  everybody  fairly,  and  if  there  is  anybody  here  that 
has  an3rthing  of  that  kind  I  would  like  to  confirm  it  now,  and  perhaps  Mr.  Archbold 
will  indorse  it. 

THE  CHARTER  OF  THE  NATIONAL  TRANSIT  COMPANY. 

Q.  (By  Mr.  Phillips.)  What  is  the  capital  stock  of  the  National  Transit  Com- 
pany?—A.  1  think  $26,000,000. 

Q.  What  kind  of  charter  has  it?  By  whom  was  it  granted?  Was  it  a  special 
charter?~A.  I  think  it  was  a  charter  granted  by  the  State  of  Pennsylvania  a  good 
n^ny  years  ago  and  termed  a  special  charter.  It  was  granted  to  a  company  of 
another  name,  bnt  by  due  process  in  the  Pennsylvania  legislature  we  received  this 

1  Compare  Mr.  Monnett,  pp.812,&Sl;  Mr.  Lockwood,  p.  899;  Mr.  Boyle,  pp.40i,4S7. 
*8eep.807.    OoiuiMUrep.o88. 
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special  charter.  Of  oonrae,  after  the  constitational  oonyention  in  the  State  of 
Pennsylyania,  held  20  years  ago,  no  special  charters  were  granted;  so  we  hare 
an  advantage  in  that  charter.  Practically  it  is  the  same  charter  that  the  Pennsyl- 
vania Company  has  that  is  owned  by  the  Pennsylvania  Railroad,  nnder  vrhich.  in 
torn,  the  Pennsylvania  Company  owns  the  stocks  of  the  lines  west  of  Pittsburg.^ 

Q.  The  charter  is  very  liberal  in  its  terms,  is  it  not?— A.  Yes;  I  think  it  is. 

Q.  What  did  the  National  Transit  Company  pay  for  that  charter?— A.  Ab  I  was 
not  an  officer  or  connected  with  it.  I  conld  not  tell  yon. 

Q.  Do  yon  not  know  there  was  a  very  considerable  snm  of  money  paid  for  that 
charter?— A.  I  should  suppose  every  good  thing  had  to  be  paid  for;  I  should  say  a 
man  who  owned  a  charter  of  that  Idnd  would  sell  it  at  the  oest  price  he  ooold  get 

THB  WITNESS  DOBS  NOT  KNOW  THE  COST  OF  GATHEBINO  OIL. 

Q.  There  was  a  question  asked  you  about  the  expense  of  gathering  oil,  and  you 
illustrated  by  pipe  lines  going  out  a  long  distance  to  take  care  of  oil.  Yoa  have  no 
special  knowledge  in  regard  to  what  the  cost  would  be  in  the  gathering  of  this 
oil.  Have  you  any  idea  of  the  profit  in  gathering  this  oil  at  20  cents  a  barrel?— A. 
I  could  not  answer  that;  but  I  could  probably  say  and  be  confirmed  by  yon  that 
we  are  not  in  business  for  our  health,  but  ai'e  out  for  the  dollars;  what  tnat  profit 
is  I  could  not  say. 

O.  The  charge  is  the  same  as  it  was  when  the  transit  company  was  first  organ- 
izea,  notwithstanding  the  cheapening  of  everything  and  the  new  means  of  doing 
business?    In  your  opinion  it  has  cost  G  or  8  cents  to  do  this? — A.  I  do  not  know. 

■O.  What  is  your  charge  for  carrying  oil  to  the  seaboard? — A.  Forty-five  cents 
to  JNew  York. 

Q.  Was  it  not  testified  to  by  one  of  the  members  of  your  company,  or  an  exnployee 
of  the  company,  that  the  cost  did  not  exceed  7  cents,  or  about  7  cents? — A.  I  never 
heard  of  such  testimony. 

Q.  Well,  have  you  an  idea  about  what  the  cost  is? — A.  I  do  not  think  anybody 
knows.    1  do  not  know.' 

Q.  It  is  not  a  difficult  matter  to  determine  after  a  pipe  line  is  established.  I 
supposed  that  almost  any  member  of  the  company  would  know,  approximately, 
what  the  cost  was,  and  I  think  it  was  a  fair  question.— A.  Oh,  no;  of  course  it  is 
not  difficult— but  you  must  let  me  say  that  there  are  a  great  many  things  I  do  not 
know.' 

PIPES  ARE  TAKEN  UP  AND  RELAID. 

Q.  (By  Mr.  SifTTH).  The  cost  of  laying  pipe  lines  to-day  would  be  immensely 
greater  than  it  would  have  been  one  or  two  years  ago,  would  it  not? — A.  I  think 
the  advance  is  as  much  as  100  per  cent  in  some  material. 


Q.  In  the  cost  of  pipe  material?- A.^  Yes. 


j.  Now,  if  a  pipe  line  is  abandoned  on  account  of  the  giving  out  of  the  oil,  of 
course,  a  pipe  line  in  that  locality  is  of  no  earthly  use  or  value? — A.  There  is  a  cer- 
tain amount  of  salvage;  it  can  be  taken  up  and  used  elsewhere.  If  the  oil  business 
were  to  die  out,  then  the  value  or  amount  of  the  salvage  would  be  very  trifling: 
but  so  far  as  material  is  concerned  it  can  be  used  a  second  time.  It  has  a  certain 
value. 

Q.  Do  you  ever  take  up  pipe  lines  and  transplant  them? — A.  We  change  from 
one  field  to  another.    We  utilize  our  old  material  when  we  can. 

Q.  That,  of  course,  is  a  great  expense?— A.  There  is  a  great  expense  involved 
in  doing  it — labor  chiefly, 

THE  CHARGE  FOR  PIPING    DOES    NOT  AFFECT  THE    PRODUCER — TWENTY  CENTS  IS 

VERY  REASONABLE. 

Q.  You  do  not  think,  then,  that  20  cents  a  barrel,  being  the  uniform  price,  is 
excessive?— A.  1  consider  it  very  reasonable. 

Q.  Has  there  been  any  demand  on  the  part  of  the  producers  to  reduce  that 
charge?— A.  I  think  there  have  been  demands  of  the  prooucers:  I  think  it  has  been 
pretty  clearly  established  now  that  it  does  not  matter  to  the  producers  what  the 
pipe  line  charges  are;  it  is  the  raan  that  buys  oil  from  the  prooucers. 

Q.  The  oil  is  ^nerally  bought  from  the  producer  at  his  well,  practically?— A. 
Practically  at  his  well.  The  receipts  are  given  there  for  it  by  the  pipe  line,  and 
the  receipt  is  a  merchantable  receipt 

1  See  the  testimonv  of  Mr.  Emery,  pp.  007-609,  610-62S. 

3  For  the  National  Transit  Company'B  contract  to  furnish  the  through  transportation,  ezcla- 
sive  of  gathering,  for  6  cents,  eee  pp.  065. 666.  For  the  same  company's  contract,  possibly  imply- 
ing that  the  cost  of  gathering  is  about  5  cents,  see  p.  734,  footnote. 

"Compare  the  teetimony  of  Mr.  Lee,  p. 884;  Mr.  Phillips,  p.  504:  Mr.  Emery, pp.  096,667.  . 
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Q.  In  Yonr  opinion,  the  standard  or  average  price  per  barrel  for  transporting 
this  oil  throngh  -pipe  lines,  regardless  of  cost,  is  best  for  all  producers  of  oil?— A. 
^We  think  so,  bec^nse  of  the  varying  character  of  i^e  business,  the  new  fields  that 
are  constantly  getting  on,  the  decline  of  the  oil,  and  the  wearing  out  of  the  pipes, 
or  ratlier  their  Tack  of  nsefalness. 

Q.  (By  Mr.  Farquhab.)  How  does  20  cents  a  barrel  in  pipe  lines  comx>are  in 
cheapness  with  any  other  class  of  transportation— railroad,  wagon,  or  otherwise?— 
A.  Oh,  it  is  BO  infinitely  cheaper  that  it  can  not  be  compared. 

Q.  (By  Mr.  Smyth.)  What  is  the  greatest  distance  yon  carry  oil  at  20  cents  a 
barrel? — A.  I  do  not  think  I  can  answer  that  specifically. 

<3.  Well,  approximately?— A.  Approximately,  I  think  we  carry  25  miles  or  30 
miles. 

COMPBTING  LINES  COVER  ONLY  LOCAL  FIELDS — CIBCUHSTANCES  OF  THE  BUSINESS 

Q.  That  is  cheaper  than  the  railroad  companies  deliver?— A.  Why,  certainly. 
Mav  1  explain  a  little  and  say  onr  affiliated  interests,  so  to  speak,  of  the  pipe  lines 
gather  the  oil  in  Ohio,  Indiana,  West  Virginia,  Pennsylvania,  and  New  York?  All 
competing  lines  gather  in  some  small  local  field,  as  for  instance,  the  Producers  and 
Refiners'  lines.  It  has  occnrred  to  me-^I  have  heard  that  their  charge  was  15 
cents  a  barrel  for  refiners,  bnt  they  only  gather  within  short  distances.  I  do  not 
knoifv  what  they  are.  I  will  say  that  we  are  willing  to  run  a  line  15  or  20  miles, 
and  do  it  for  the  patrons  of  our  line  at  times.  I  do  not  know  whether  they  do 
that  or  not;  I  do  not  think  they  do,  because  I  think  they  are  in  a  confined  district. 

Q.  I  suppose  yon  investigate  a  well  very  thoroughly  before  running  out  15,  20, 
or  25  miles? — A.  Naturally  we  look  into  the  business. 

Q.  But  at  the  same  time  there  is  a  certain  amount  of  risk  as  to  the  perpetuity  of 
the  well?— A.  Yes. 

Q.  All  that  risk  you  assume? — A.  We  do. 

Q.  (By  Mr.  Fabquhar.)  Is  the  only  salvage  the  pipe,  when  you  abandon  a 
w^? — A.  That  is  all. 

Q.  (By  Mr.  Smyth.)  You  have  to  buy  the  right  of  way  generally?— A.  Some- 
times— we  always  expect  to  pay  for  it.    It  is  worth  having  and  worth  paying  for. 

Testimony  cloised. 


Washington,  D.  C,  September  9, 1899, 
TESTIMONY  OF  MR.  THOMAS  W.  PHILLIPS. 

At  a  meeting  of  the  commission,  Saturday,  September  9,  1899,  Mr.  A.  L.  Harris 
presiding,  Mr.  Thomas  W.  Phillips  appeared  before  the  commission  at  11.15  a.  m., 
and,  after  being  duly  sworn,  testified  concerning  trusts. 

Mr.  A.  L.  Harris.  I  have  been  called  to  the  chair  at  the  instance  of  the  vice- 
chairman,  in  order  that  he  may  give  some  testimony  as  a  witness  to  the  commis- 
sion.   Mr.  Phillips  desires  to  make  a  statement  in  his  own  way. 

PERSONAL  STATEMENT— THE  PURE  OIL  COMPANY;  ITS  VOTING  TRUST. 

The  Witness.  I  desire  to  refer  to  the  statement  which  two  witnesses  have  made 
before  the  commission  that  I  am  connected  with  a  trust.  The^^  assume  that  I  am 
here,  as  a  member  of  this  commission,  opposing  trusts,  thus  giving  the  impression 
that  I  have  prejudged  the  case.  This  is  what  they  imply  in  alleging  that  I  am  con- 
nected with  a  trust. 

I  am  free  to  state  that  I  am  connected  with  a  corporate  organization  the  object 
of  which  is  to  combine  several  interests  in  the  same  company,  namely,  the  Pure 
Oil  Company,  organized  under  the  laws  of  New  Jersey.  A  fraction  over  one-half 
of  the  stock  of  this  company  is  in  a  voting  trust.  The  sole  duty  of  the  trustees  is 
to  act  with  the  other  stockholders  in  electing  directors.  The  trustees  have  no 
right  to  mana^  the  business  affairs  of  the  company.  The  stockholders  have  con- 
sented in  writing  to  this  voting  trust.    The  reasons  for  creating  it  are  as  follows: 

PRODUCERS'  OIL  COMPANY,  LIMITED;    ATTEMPT  OF    THE   STANDARD    OIL    COMPANY 

TO  CONTROL  IT.^ 

A  very  large  number  of  the  independent  producers  in  the  oil  country  organized 
a  number  of  years  ago  what  is  known  as  the  Producers'  Protective  Association.^ 


1  Compare  Mr.  Lee,  p.  270;  Mr.  Westgate,  pp.  370,888;  Mr.  Archbold,pp.  577,578;  Mr.  Emery, 
p.  867. 
'  See  Mr.  Boyle,  pp.  428, 429, 441-446, 449. 
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I  was  the  first  president  of  that  organisstkm.  As  a  means  of  protection  the  Pro- 
ducers' Oil  Company,  Limited,  was  formed  in  Jane,  1891,  with  a  capital  of  $600,000. 
Shortly  after  the  formation  of  this  company  the  Standard  Oil  Trnst.  through  one 
of  its  affiliated  companies,  the  National  Transit  Ck>mpany,  commenced  to  boy 
stock  in  this  company  and  continued  to  do  so  until  it  had  accumulated  a  smaU 
per  cent  over  half  the  stock.  It  paid  in  some  instances  as  high  as  290,  or  120  per 
cent  above  par,  and  this  at  a  time  when  the  company  had  not  yet  earned  any 
money,  but  nad,  in  fact,  lost  money.  The  members  of  uie  Standard  Oil  Cknnpany 
say  that  they  afterwards  sold  this  stock;  but  before  the  time  when  they  claim  to 
have  parted  with  it  thev  turned  it  over  to  Mr.  Carter,  to  wiiom  they  allege  they 
afterwards  sold  it,  and  he  attempted  to  vote  it  at  an  important  meeting  of  the 
company  as  his  own  and  secure  control.  This  was  in  March.  1894.  He  returned 
it  to  the  National  Transit  Company  after  his  fraudulent  attempt  to  use  it  as  his 
own  to  accomplish  a  purpose  which  the  Standard  Oil  Trust  evidently  desired.  Sub- 
sequently, on  the  16th  day  of  January,  1896,  the  same  individual  alleged  that  he 
Surchased  the  stock  from  the  National  Transit  Company.  It  was  proven  in  evi- 
ence  that  this  person  was  introduced  to  a  trust  company  in  New  York,  from 
which  he  borrowed  the  $800,000  with  which  the  purchase  was  alleged  to  have 
been  made.  When  it  was  attempted  to  show  that  this  money  came  from  the 
Standard  Oil  Trust,  the  witness,  Mr.  Archbold,  and  other  agents  of  the  Standard 
Oil  Trust  declined  to  answer  all  important  questions  touching  the  ownership  of 
that  money.  The  Producers'  Oil  Company,  Limited,  declined  to  permit  Mr.  Cai^ 
ter  to  vote  the  additionally  acquired  stock,  amounting  to  $297,000,  without  first 
being  elected  to  membership  by  a  majority  in  number  and  value  of  the  interests 
remaining  in  the  company. 

This  was  in  accordance  with  the  statute  of  Pennsylvania  of  1874  and  the  sup- 
plement of  1885,  creating  and  regulating  limited  partnerships.  A  by-law  of  the 
company  also  provided  that  such  election  should  take  place  before  admission  to 
membership. 

As  to  his  effort  to  vote  this  stock  without  being  elected,  the  decision  was  against 
him  in  the  court  of  common  pleas  of  Warren  County,  Pa. ,  after  a  two  weeks*  trial, 
and  an  appeal  was  taken  by  Mr.  Carter,  the  alleged  owner,  to  the  supreme  court  of 
Pennsylvania.  That  court  decided  that  both  according  to  the  letter  and  the  spirit 
of  the  statute  he  was  not  entitled  to  vote  that  stock  as  a  member  of  the  company 
without  having  been  elected  as  indicated  above.  That  decision  I  have  here  and 
submit  it  to  the  commission  as  sustaining  the  position  which  the  company  took. 

THE  STANDARD  OIL  COMPANY  OBTS  A  MEMBER  ON  THE  BOARD  OF  DIRECTORS  OF 

THE  UNITED  STATES  PIPE  LINE  COMPANY.* 

The  Standard  Oil  Trust,  through  the  same  affiliated  company,  the  National 
Transit  Company,  acquired  large  amounts  of  stock  in  the  United  States  Pipe  Line 
Company,  another  company  organized  by  the  independent  oil  producers  and 
refiners.  This  company  was  formed  to  transport  refined  and  crude  oil  to  the  sea- 
board. The  aim  of  it  was  to  cheapen  transportation  and  to  avoid  discriminating 
rates.  The  United  States  Pipe  Line  Company  excluded  the  Standard  from  ite 
meetings  on  the  ground  that  the  Standard  acquired  its  stock  to  compass  its  destruc- 
tion and  to  get  information  that  would  lead  to  the  destruction  of  tne  mdependent 
movement. 

Mi,  Archbold  stated  yesterday  that  one  of  the  objects  of  the  Standard  in  buying 
that  stock  was  to  secure  information.^  The  National  Transit  Company  brought  a 
bill  in  eouity  to  secure  admission  to  the  meetings  of  the  company  and  permission 
to  vote  tnat  stock.  The  decision  in  the  lower  court  was  in  their  favor.  On  appeal 
to  the  supreme  court,  the  case  was  prepared  on  both  sides  with  elaborate  briefs 
for  argument,  and  counsel  on  both  sides  were  present  in  the  supreme  court  to 
argue  the  case.  When  it  was  called,  instead  of  proceeding  to  argument  upon  its 
merits,  counsel  for  the  National  Transit  Company  moved  to  quaw  the  appeal  on 
the  technical  gi-ound  that  the  affidavit  to  show  that  the  appeal  was  not  "  taken 
for  the  purpose  of  delay  "  was  not  made  by  the  chief  officer  or  secretary  of  the 
company;  and  the  supreme  court,  because  the  statute  re<)uired  such  an  affidavit, 
quashed  the  appeal,  and  the  case  was  not  heard  on  its  merits.  It  was  then  too  late, 
under  the  statute,  to  take  another  appeal  and  have  the  case  heard  on  its  merits. 

The  entire  stock  acquired  by  the  National  Transit  Company  in  the  United  States 
Pipe  Line  Company  was  $383,000  out  of  a  total  of  $1 ,  190,(X)0.    To  defend  these  two 


I  Compare  Mr.  Lee,  p.  270;  Mr.  We8tgate,pp.370,d8i$;  Mr.  Archbold,  pp.  577, 678;  Mr.Bmerr,p.<tS6i 
*  See  p.  577. 
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oompaaies  from  the  hostile  mvasioii  of  the  Standard  Oil  Trust  cost  aboat  $15,000 
in  actoal  money,  besides  vast  labor  and  trouble. 

THE  PUBR  OIL.  OOMPANT  NOT  A  TRUST. 

Becanse  of  the  attempt  of  the  Standard  Oil  Trust  to  force  themselves  into  these 
mdependent  organizations,  without  invitation  and  against  the  will  of  all  the  inde- 
pendent members,  it  was  thought  wise  in  the  organization  of  the  Pure  Oil  Com- 
pany to  have  at  least  half  of  its  stock  put  into  a  voting  trust  in  the  names  of  men 
of  known  and  tried  loyalty  to  the  independent  interests.  This  was  done  solely  for 
the  purpose  of  securing  that  company  against  the  hostile  inroads  of  this  giant 
monopoly  and  to  prevent  its  destruction. 

The  Pure  Oil  Company  is  not  a  trust  in  the  commonly  accepted  sense  of  that 
term.  A  trust,  as  I  understand  it,  is  a  corporation  or  combination  of  corporations 
wi^  vast  capital,  organized  for  the  purpose  of  securing  a  monopoly  in  any  branch 
of  trskde.  The  Pure  Oil  Comx»ny  is  not  organized  for  the  purpose  of  securing  a 
monopoly,  but  to  prevent  a  monopoly  and  preserve  competition  in  the  petroleum 
industry,  its  promoters  believing  that  by  fair  competition  the  highest  and  best 
interests  of  producer  and  consumer  can  be  secured  and  the  public  interest  best 
oonaerved. 

It  was  therefore  incorrect  for  the  witness  yesterday  *  to  state  that  the  Pure  Oil 
Company  is  a  trust,  or  that  any  of  the  independent  producers  or  refiners  are  mem- 
bers of  a  trust,  in  the  obnoxious  sense  in  wnich  that  word  is  understood,  meaning 
monopoly. 

The  Standard's  dividends  will  show,  perhaps,  without  regard  to  the  surplus  they 
have  aocumulated,  that  they  have  at  times  made  more  profit  on  every  barrel  of 
oil  they  handled  than  they  paid  to  the  producer  for  it.  I  have  known  a  producer 
to  pay  $100,000  or  more  for  a  limited  number  of  leases,  on  which  wells  were 
obtained  which  would  flow  from  2,500  to  3,000  barrels  per  day;  and  yet  the  profit 
that  the  Standard  Oil  Trust  reaped  on  each  barrel  of  oil  from  these  wells  was  evi- 
dently more  than  they  paid  for  the  oil. 

As  to  amount,  or  as  to  the  principles  involved,  the  tax  on  tea  and  other  articles, 
against  which  our  fathers  revolted,  was  nothing  in  comparison  to  the  tribute  the 
Standard  has  levied  on  the  oil  producer  and  consumer. 

THK  STANDARD  OIL  COMPANT'S  AVERAGE  PROFIT. 

During  the  time  the  Standard  Oil  Trust  has  been  engaged  in  the  oil  business  they 
have  made  more  than  $1  per  barrel  on  all  oil  produced.  This  is  capable  of  easy 
demonstration.  The  entire  production  of  what  is  known  as  Pennsylvania  oil  for 
17  years  in  round  numbers  is  500,000,000  barrels.  The  market  value  of  the 
Standard  stock  is  very  close  to  $500,000,000.  I  believe  it  has  been  stated  before 
this  commission  that  it  is  at  least  $450,000,000.  This  has  been  made  chiefly  out  of 
the  profits  of  the  company;  and  it  is  practically  equivalent  to  $1  a  barrel  on  all  oil 
proanoed  since  they  have  been  in  business.  lluring  this  i>eriod,  or  from  the  time 
the  Standard  came  into  power,  oil  has  averaged  about  90  cents  a  barrel;  their 
profit  has  been  more  than  a  dollar  per  barrel.  This  does  not  take  into  considera- 
tion their  enormous  dividends  nor  their  vast  reputed  surplus.' 

PROFITS  OF  THE  INDEPENDENT   REFINERS. 

Q.  {Bj  Mr.  Smtth.)  That  has  been  the  profit  of  the  independent  refiners  too? — 
A.  No,  sir;  not  by  a  great  deaL 

Q.  You  could  not  give  an  estimate  of  the  profits  made  by  the  independent  refin- 
ers?^ A.  Upon  this  I  am  not  well  informed.  I  will  say  this:  For  a  number  of  years 
they  lost  a  very  considerable  amount  of  money.  They  sold  what  is  known  as  cut 
cargoes.  At  the  dose  I  will  give  all  the  information  I  can,  and  will  submit  a  state- 
ment of  all  the  companies  with  which  I  am  connected.  I  have  reason  to  believe 
the  companies  will  not  object. 

Q.  Will  that  statement  be  made  to-day?-— A.  I  should  not  have  time  to  do  that 
to>day,  but  will  be  willing  at  any  time  to  submit  a  complete  and  full  statement.^ 


'See p.  607.    See  alao pp.  59S-fi96;  Mr.  Boyle,  pp.  US,  463,  488;  Mr.  Emery,  p.  658. 
/See  table  of  annoal  production  and  average  prices  or  FennsylTania  oil,  pp.  599,  647;  prodno- 
tion  of  Lima  oil  from  18B0,  p.  661.    Compare  Mr.  Lee,  p.  2W. 

'Detailed  balance  sheets  of  the  Pure  Oil  Company,  the  United  States  Pipe  Line  Company, 
■>na  the  Producers  and  Refiners'  Oil  Company,  Limited,  were  afterwards  filed  with  the  commis- 
"*on;  together  with  a  full  analysis  of  profits  and  losses. 
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THE  STANDARD    OIL  COMPANY — ^TH8  VALUB    OF    ITS   STOCK    RRPRBSBNT8   PROFITB. 

« 

Q.  (By  Mr.  Kennedy.)  I  should  like  to  ask  why,  if  yon  are  able  to  state  the 
profits  of  the  Standard  Oil  Oompany,  yon  are  not  able  to  state  the  profits  of  yoor 
own  oompany?— A.  That  is  very  easy  to  answer,  I  think.  I  have  given  the  facts 
of  their  stock;  it  is  a  very  large  concern,  and  we  know  the  market  value  of  then- 
stock;  we  could  not  estimate  Uie  market  valne  of  onr  stock.  For  my  own  part  1 
would  not  take  a  hundred  per  cent. 

Q.  (By  Mr.  Smyth.)  How  do  you  know  they  have  made  a  profit  of  a  dollar  a 
barrel?— A.  Their  capital  stock  has  been  selling  at  about  $500,000,000,  and  th&f^ 
has  been  about  500,000,000  barrels  of  oil  produced  since  they  organized  and  the 
average  price  of  that  oil  has  been  about  90  cents.  This  is  sasing  nothing 
about  the  enormous  dividends  they  have  paid — I  believelast  year  it  was  $35,000, 000— 
nor  anything  about  their  surplus.  There  is  no  kind  of  question  of  my  deductaon 
and  figures. 

Q.  That  is  only  an  estimate  or  a  guess?— A.  It  can  not  be  considered  so  in  view 
of  the  fact  that  uiey  built  their  lines  and  establishments  out  of  their  profits. 

(j.  How  do  you  Imow  that? — A.  We  have  everjr  reason  to  believe  it,  becauae  of 
the  capital  stock  with  which  the  comi;>anv  was  originally  organized  and  the  divi- 
dends that  they  have  made.    They  built  it  in  that  way. 

VALUE  OF  STOCK  IN  THE  STANDARD   AND  IN  THE  PURE  OIL  COMPANY. 

Q.  (By  Representative  Livinoston.  )  Have  you  any  exact  way  of  getting  at  tiie 
market  value  of  your  stock  or  the  Standard  Oil  Company's  stock?  Are  both  of  them 
listed  on  the  market?— A.  Ko;  they  are  not  The  Standard  has  always  kept  its 
stock  from  being  listed  on  the  market,  though  the  papers  give  quotations  of  it 
from  time  to  time.  Ours  is  not  listed  on  the  stock  market;  tiiere  nave  only  been 
individual  sales;  I  can  give  the  costs  of  our  company,  though,  and  the  profits; 
then  you  can  better  judge  what  the  value  is. 

Q.  What  would  ^ou  take  for  your  stock? — A.  Now,  since  we  have  won  against 
the  greatest  opposition  that  ever  existed  in  the  commercial  world  by  catting  our 
way  through  to  Germany  and  getting  a  market  there,  I  consider  this  stock  very 
valuable,  even  though  we  sell  at  lower  rates. 

Q.  What  will  you  take  for  your  stock? — A.  I  would  not,  under  the  circum- 
stances, take  100  per  cent  profit. 

Q.  At  how  much  can  you  buy  Standard  Oil? — A.  I  think  it  was  stated  yesterday 
that  the  last  market  quotation  is  at  the  rate  of  about  $465,000,000.  It  has  sold 
within  a  fraction  of  $500,000,000  within  a  year. 

PRODUCERS  CAN    NOT  AFFORD   TO  BELL    THEIR    INDEPENDENT  OUTLETS.      THE 
STANDARD  MAKES  PRODUCERS  AND  CONSUMERS  PAT   FOR  WHAT  IT  BUYS. 

Q.  (By  Mr.  Kennedy.)  You  say  you  would  not  take  100  per  cent  profit?— A.  I 
would  not  sell  now.    I  will  make  a  statement  here  in  that  regard,  since  the  matter 
is  brought  up.    In  our  best  judgment,  i.  e.,  that  of  the  most  intelligent  pro- 
ducers, when  the  Standard  buys  a  pipe-line  system  and  refineries  they  are  charged 
up  to  the  producers.    At  the  time  of  one  of  t  neir  largest  purchases  the  price  of  oil 
was  put  down  7  cents  per  barrel  the  day  the  purchase  was  made,  or  the  next  day 
after.    They  were  then  shipping  about  60,000  barrels  per  day  through  the  pipe 
lines ;  and  that  7  times  6  would  oe  42— $4, 2^  per  day  that  they  assessed  to  pay  for  tnat 
And  I  heard  Mr.  Archbold  say  that  the  producers  would  never  know  what  tbat 
pipe  line  cost  them.    And  we  do  not  know  to-day;  but  the  price  was  assessed,  and 
a  short  time  afterwards  oil  was  dropped  again.    Now,  along  that  line  I  could  state 
this,  that  the  Standard  has  bought  venr  large  amounts  of  property  when  oU  is 
very  low,  and  especially  in  1805,  when  oil  went  up  from  less  than  a  dollar  to  $2.60. 
They  bought  a  number  of  million  dollars*  worth  of  producing  property.    It  is  fair 
to  say  that  that  property  did  not  cost  them  anything,  because  the  world,  the  con- 
sumer, was  assessed  for  it.    In  my  best  judgment  the  Standard  in  purchasing 
either  pipe  lines  or  producing  property,  smce  its  organization,  has  not  paid  any 
monev  durectiy  that  they  have  not  recouped  indirectly.    When  they  buy  a  pipe 
line  tney  levy  the  cost  on  the  producers  by  dropping  the  price  of  oil.    They  ony 
large  amounts  of  producing  property  when  oil  is  low,  and  then  the  price  to  the 
consumer  advances.*    They  fix  both  the  price  at  which  they  buy  and  the  price  at 
which  they  sell. 

Q.  You  consider  this  stock  to  be  worth  a  premium  of  100  per  cent  on  the  par 
value?— A.  Prospectively.  You  see,  I  would  not  sell  it,  because  I  am  a  producer 
of  oil,  and  I  am  thoroughly  convinced,  and  it  is  understood  by  the  directors,  that 

>  See  Mr.  Lockwood,p.403;  Mr.  Archbold,  p.  660. 
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if  we  yfTBTe  to  get  twice  its  cost  from  tbe  Standard  we  should  be  assessed  to  pay  it. 
We  do  not  know  how  much  money  the  prodnoers  have  been  deriving  through  the 
existence  of  these  companies.  We  would  not  sell  as  long  as  we  are  producers;  we 
keep  the  stock  for  self-preservation. 

OIL  MONOPOLY   DUE  TO  LACK  OF  CONTROL  OF  RAILROADS. 

The  Witness  (continuing his  statement).  Mr.  Archbold  stated  before  this  com- 
mission* that  he  was  in  favor  of  the  Interstate  Commerce  Commission.  If  there 
had  been  such  a  commission  with  proper  authority  over  the  transportation  of  oil, 
the  Standard  Oil  monopoly  would  not  be  in  existence  to-day. 

I  am  present  as  a  member  of  this  commission  with  a  full  determination  to  hear 
impartially,  and  to  endeavor  to  the  best  of  my  ability  to  suggest  such  remedial 
legislation  as  will  be  for  the  greatest  good  of  the  greatest  number;  not  only  in 
regard  to  combinations,  but  also  with  respect  to  all  industrial  questions. 

NBOOTIATIONB  OF  INDEPENDENT    PRODUCERS  WITH  THE  STANDARD  OIL  COMPANY. 

In  regard  to  the  statement  that  I,  in  company  with  others*  connected  with  the 
index>endent  movement,  called  upon  the  Standard  Oil  Trust  seeking  a  combination 
with  them,  I  will  state  that  we  did  call  upon  them  some  three  or  four  years  ago. 
It  was  alter  they,  or  their  afiSliated  companies,  had  bought  the  large  amounts  of 
stock,  spoken  of  above,  in  our  independent  companies.  They  had  bought  a  num- 
ber of  the  independent  refineries  connected  with  the  index>endent  pipe  lines.  They 
had  made  every  i>ossible  effort  to  prevent  our  marketing  oil  in  Germany  and  other 
places.  They  had  bought  out  Mr.  Foth,  who  was  handling  the  oil  of  the  independ- 
ent refineries  in  Germany.  They  had  got  almost  complete  control  of  the  German 
petroleum  installation  plants  or  receiving  tanks.  The  remaining  refineries,  as  well 
as  those  who  had  sold  out,  had  met  with  great  losses  in  handling  oil  in  Germany, 
selling  what  they  call  "  cut  cargoes.*' 

The  object  in  calling  upon  tnenr,>a&Xar  as  I  personally  was  concerned  (and  I 
believe  it  to  have  been  the  object  of  the  other  persons  who  were  with  me  at  the 
time,  and  who  were  men  of  the  highest  character),  was  to  obtain  from  the  Stand- 
ard Oil  Trust  cessation  of  hostilities,  both  in  regard  to  piping  the  oil  and  in  regard 
to  selling  it.  It  was  to  secure  the  right  to  deliver  in  New  York,  without  tneir 
opposition,  the  capacity  of  the  then  existing  lines,  which  would  not  exceed  seven 
or  eight  thousand  barrels  of  oil  per  day. 

We  believed  then  and  still  believe  that  the  opposition  to  laying  our  pipe  lines 
across  the  State  of  New  Jersey  to  reach  the  harbor  of  New  York  was  instigated 
by  the  Standard.'  I  am  informed  that  Mr.  William  Rockefeller,  a  trustee  in  the 
Standard  Oil  Trust,  is  a  director  in  the  principal  opposing  road,  the  Delaware, 
Lackawanna  and  Western  Railroad. 

The  members  of  the  Standard  Oil  Trust  with  whom  we  conversed — ^and  Mr.  Arch- 
bold  was  one  of  them— refused  absolutely  to  grant  us  any  concessions,  or  to  allow 
us,  on  any  fair  basis,  to  ship  and  market  oil  without  such  aggressive  opposition  as 
Mr.  Archbold  admits  they  employ  to  defeat  competition.  But  in  lieu  thereof  they 
proposed  to  buy  our  pipe-line  system,  a  proposition  which  we  did  not  entertain.^ 
It  was  then  proposed  by  one  of  the  members  of  the  Standard  Oil  Trust  to  buy  our 
producing  property.  This  was  also  rejected,  as  we  did  not  desire  to  go  out  of  the 
producing  industry.  No  proposition  was  made  to  those  gentlemen  by  me  or  by 
any  gentleman  with  me,  to  the  best  of  my  knowledge  and  belief,  on  that  occasion 
or  any  other,  that  any  fair  and  honorable  business  man  could  not  make  to  another. 
1  had  not  then  and  have  not  now  any  conscientious  scruples  about  anything 
that  was  said  to  them,  and  should  be  perfectly  willing,  were  it  possible,  to  have  all 
the  conversation  that*  occurred  repeated  now  before  this  commission. 

THE  STANDARD  OIL   COMPANY    DESIRES  THE  COOPERATION  OF    THE    INDEPENDENT 

PRODUCERS. 

In  regard  to  the  statement  ^  that  they  had  not  entertained  a  proposition  for  com- 
bination because  of  lack  of  faith,  both  in  the  legality  of  the  proposition  and  in  the 
men  connected  with  the  independent  movements,  I  have  this  to  say:  That  there 
has  never  been  a  time  when  I  should  have  been  willing  personally  to  go  into  a  com- 

JSeep.fig?. 

!8©epp.530,6r3L 

'  ComjMtre  testimony  of  Mr.  Archbold,  p.  689;  Mr.  Lee,  pp.  264,  SB7;  Mr.  Emery,  pp.  6S(MS66, 662. 

^  See  Mr.  Lee.  pp.  271, 282, 298. 
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bination  with  theStfmdard  Oil  Trust.  Inproof  of  this  I  will  state  that  in  the  yev 
1890  I  sold  to  the  Standard  Oil  Trust  quite  a  large  oil  field  in  Bntler  County,  Rk, 
composed  of  7.500  acres  of  land  held  by  lease,  witn  125jprodncing  wells.  The  chief 
reason  for  selling  this  property  to  the  Standard  Oil  ^mist  was  that  at  that  time 
they  had  purchaised  the  Union  Oil  Company *s  interests  and  those  of  the  Anrihrtr 
Oil  Company  and  the  McEinney  Brothers*  property  and  also  the  Forest  Oil  Coat- 
pimy*s  property,  these  being  the  largest  oil  properties  in  the  country. 

The  Forest  Oil  Company  was  negotiating  for  mv  property  before  they  sold  to 
the  Standard.  After  having  sold  their  interests  they  stated  that  the  Standard 
would  purchase  mine  if  I  so  desired  and  the  price  could  be  agreed  upon. 

Feanng  the  power  of  the  Standard,  fearing  that  they  might  reduce  the  price  of 
oil,  and  considering  that  they  had  bout^ht  the  largest  properties  in  the  oil  field,  I 
concluded  to  enter  into  negotiations  with  them  for  the  sale  of  this  property.  The 
negotiations  continued  for  two  days  at  their  office,  26  Broadway,  New  YorK.  Dur- 
ing this  period,  at  two  or  three  times  when  we  differed  in  regard  to  the  value  of 
the  property,  they  asked  me  whether  I  would  act  in  harmony  with  them.  At  each 
time  I  absolutely  refused  to  consent  to  this  proposition,  and  finally  stated  tiiat  if 
they  should  insist  ux)on  that  as  a  condition  I  would  not  sell;  that  I  was  willing  to 
sell  the  property,  but  would  retain  my  individuality;  that  I  had  nothing  to  seU 
but  mv  property.  They  bought  the  property  for  $750,000,  which  was  paid  partly 
in  casn  and  partly  in  stock.  I  subsequently  sold  the  stock  for  a  lees  ^rioe  than  I 
took  it  at  in  payment  for  the  property,  not  desiring  to  be  connected  with  them  in 
any  way. 

As  further  evidence  that  the  Standard  Oil  Trust  desired  my  cooperation:  A  few 
months  after  the  sale  of  this  property,  while  spending  a  short  time  at  Lake  Qemge 
with  my  family,  I  met  Mr.  i>oad,  the  attorney  of  the  Standard  Oil  Trust,  at  the 
Fort  McHenry  House.  In  talking  to  my  son  and  myself  in  regard  to  the  Standard 
Oil  Trust,  he  said  that  the  Standard  always  sought  connection  with  successful 
men,  and,  turning  to  my  son,  said  they  had  sought  **  your  parent.'"  This  conversa- 
tion is  fixed  most  distinctiy  upon  my  mind  because  of  the  use  of  the  word  ''parent*" 

As  a  result  of  these  large  purchases  which  the  Standard  made,  the  vendora 
became  active  in  the  producing  departments  of  the  Standard  Oil  Trust  I  pre- 
sume that  it  was  there  that  they  desired  my  work  or  influence. 

There  is  not  now  and  there  never  was  any  inducement  that  the  Standard  could 
hold  out  to  me  sufficientiy  strong  to  induce  me  to  become  an  active  partici])ant  in 
their  business. 

The  statement  that  they  declined  any  business  arrangement  with  the  independent 
producers  because  of  lack  of  faith  in  them  can  not  be  true  and  is  a  gratuitous 
insult  to  a  lar^e  body  of  business  men  of  high  character.  For  four  years  tiiey 
have  been  trying  to  force  business  relations  with  us  by  buying  large  blocks  A 
stock  in  the  companies  and  going  into  court  to  force  us  to  receive  them  as  business 
associates,  and  they  have  so  far  succeeded  as  to  have  a  director  in  the  United 
States  Pipe  Line  Company.    The  statement  is,  therefore,  both  false  and  slanderous. 

COST  OP  FIPE-LIKB  TRANSPORTATION. 

Q.  (By  Mr.  Kbnnbdt.)  What  is  the  cost  per  barrel  of  transporting  oil  through 
the  United  States  pipe  line? — A.  I  am  informed  that  with  the  line  carrying  half 
its  capacity,  about  3,000  barrels  a  day,  it  is  about  6  cents  per  barrel  to  the  termi- 
nal in  New  Jersey,  and  with  full  capacity  of  the  line  it  would  cost  lees  tiisn  4 
cents.  In  the  gatheriujK  in  the  field  I  have  had  personal  experience  connected  wilh 
lines,  and  we  estimate  from  3  to  5  cents  per  banrel,  and  yet  the  Standard's  price  is 
20  cents  per  barrel. 

Q.  Twenty  cents?— A.  Yes;  and  it  is  the  same  now  as  when  they  were  organised.* 

NO  recent  overtures  to  the  standard  oil  company. 

Q.  It  was  stated  under  oath  yesterday,'  I  think,  that  you  had  caUed  upon  Hr. 
Archbold  for  the  purpose  of  combining  with  the  Standard  Oil  Company  smce  the 
organization  of  this  commission,  and  you  state  positively  under  oath  tiiat  tlds  is 
false? — A.  I  positively  state  it  is  false.  I  have  had  nothing  to  do  with  them  except 
as  I  have  set  forth  nere.  If  others  have  called  upon  them,  it  was  without  my 
knowledge,  advice  or  approval. 

THE  PURE  OIL.  COMPANY — ITS  VOTING  TRUST. 

Q.  You  stated  that  this  voting  trust,  in  this  company  with  which  you  are  con- 
nected, vote  simply  for  directors  and  have  no  voice  in  the  management  of  the 

1  Compare  Mr.  Rogrers,  pp.  681  and  688;  Mr.  Lee,  p.  284;  National  Transit  Company^B  contract^ 
pp.  065, 006;  Mr.  Emery,  p.m 
«Seep.680. 
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btiBiiiesB  affairs  of  the  company.  Do  not  the  directors,  who  are  their  creatures, 
have  the  control  of  the  affairs  of  the  company?— A.  Oh,  yes:  those  who  are  elected^ 
Hie  trustees  have  a  majority  of  the  stock,  ana  they  vote  with  the  other  stockholdera 
and  elect  .a  board  of  directors.  They  expect  to  elect  men  of  character  and  ability 
to  cendnct  the  business  affairs  of  the  company,  just  as  any  other  corporation 
'wonld  be  conducted.  It  is  expected  that  everything  will  be  open  to  inspection. 
It  will  be  if  I  have  my  way.  I  do  not  think  there  will  be  any  objection  to  furnish- 
ing to  this  commission  at  any  time,  or  to  the  State  or  to  the  United  States,  a  state- 
ment of  any  of  these  lines,  or  a  full  statement  of  the  Pure  Oil  Company,  which 
will  probably  absorb  the  other  lines  in  the  manner  I  have  stated. 

Q.  Well,  is  it  not  true  that  this  voting  trust  of  five  members,  who  vote  more 
itkaxL  the  majority  of  the  stock,  do  manage  the  affairs  of  the  company  through  this 
board  of  directors? — A.  Yes.  The  voting  trustees  are  fifteen.  The  number  was 
made  large  in  order  that  they  might  be  very  representative  throughout  the  oil 
country.  They  do  elect  the  directors.  That  is  the  object  of  it,  and  I  have  fully 
stated  the  reason  why  it  is  done,  to  prevent  being  crushed  by  this  great  monopoly. 
It  was  the  only  means  of  safety,  as  we  have  learned  by  experience.  And  I  wul 
farther  state  that  voting  trusts  are  not  uncommon  either  in  Europe  or  America. 
It  is  nothing  new  to  have  a  voting  trust. 

THB  PURE   OIL   COMPANY'S   VOTING    TRUST   NOT   SDflLAB   TO    THE  STANDARD  OIL 

TRUST. 

Q.  Will  you  state  how  this  voting  trust  feature  of  your  company  differs  from 
the  old  Standard  Oil  Trust's  manner  of  doing  business? — A.  The  voting  question? 

Q.  Yes. — A.  At  the  present  time? 

Q.  Tes.— A.  I  know  nothing  about  their  methodli  of  later  years,  except  that  one 
suit  was  brought  against  them  in  Ohio  to  dissolve  their  trust,  and  they  agreed  to 
dissolve  it.  I  Know  of  persons  holding  certificates  of  the  same  trust  and  receiving 
dividends  on  them  up  to  a  very  recent  day;  but  it  was  also  acknowledged  here 
yesterday  that  they  were  still  panng  dividends  on  these  trust  certificates. 

Q.  Was  not  the  old  Standard  Oil  Trust,  through  a  voting  trust,  electing  a  board 
of  oirectors  to  manage  the  affairs  of  the  trust? — A.  No;  they  were  a  dose  corpora- 
tion, as  I  understand. 

Q.  A  what?— A.  What  we  would  call  a  close  corporation.  I  mean  a  trust,  a  bodv 
of  men  associated  together  in  the  most  secret  form,  probably,  that  exists  in  any  busi- 
ness enterprise  of  magnitude.  They  themselves  conducted  their  business,  and  they 
would  make  no  statement  to  the  public.  The  most  I  heard,  at  the  time  when  they 
bought  this  property,  from  another  individual,  was  this:  He  said  that  he  had  had 
the  privilege  to  look  at  what  he  called  their  quick  assets,  and  they  were  enormous. 
That  was  in  1890.    I  do  not  know  about  their  business  affairs  since  that. 

Q.  You  state  then  that  this  voting  trust  feature  of  yours  is  not  similar  to  the  old 
voting  trust  feature  of  the  Standard  Oil  Company? — A.  Not  in  any  way,  matiner, 
or  form.  It  has  been  fullv  explained,  and  the  object  of  it  has  been  fully  explained. 
I  have  nothing  to  conceal  about  my  public  transactions  in  connection  with  that 
business  or  anywhere  else. 

Q.  I  ask  because  the  Standard  Oil  officers  have  testified  in  respect  to  this  that 
yon  began  where  they  left  off.  > — A.  Well,  if  they  said  that,  they  said  what  is  not  the 
truth.  The  matter  is  fully  before  the  commission,  and  the  only  object  of  the 
voting  trust  is  the  one  I  have  stated. 

THE   REPRESENTATIVE   OF   THE   STANDARD   OIL   COMPANY  ON   THE   BOARD  OF  THE 

UNITED  STATES  PIPE  LINE. 

Q.  (By  Bepresentative  Livingston.)  I  have  an  allegation  here,  by  a  party  who 
signs  his  name  to  it,  that  the  Standard  purchased  stock  in  the  name  of  a  spy  suffi- 
cient to  place  one  director  on  the  board  of  each  of  '*  the  following  companies, "  and 
yours  is  mcluded,  the  Producers'.  What  do  you  know  about  that?— A.  From  what 
do  you  read? 

Q.  1  am  reading  from  a  letter  signed  by  a  man.  It  does  not  make  any  difference 
who  he  is  now.  Has  the  Standard  Oil  Company  a  member  on  your  board  of 
directors? — A.  Yes;  they  have  a  member  on  tne  board  of  the  United  States  Pipe 
Line  Company.  They  failed  to  secure  an  election  in  the  other  company,  although 
fhey  had  a  majority  of  the  stock,  as  I  explained.  One  of  their  members,  one  that 
18  openly  connected  with  them,  though  not  in  a  managing  capacity,  is  on  the  board. 

Q.  On  your  board?— A.  On  the  board  of  the  United  States  Pipe  Line.  I  have 
3tock  in  it,  and  I  am  also  a  director  in  it,  and  I  have  met  with  him. 

Q.  There  are  several  companies  here  mentioned  in  which  thev  did  purchase  stock 
enough  to  put  one  member  on  the  board,  among  them  the  Producers  and  Refiners' 
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Oil  Company  and  the  United  States  Pipe  Line  Company.  Now.  this  man  charges 
that  the  Standard  Oil  Company  and  yonr  company  and  these  other  two  companies 
are  one  and  the  same  thing»  by  a  private  understanding,  to  this  extent— that  yoa 
sold  stock  enough  to  the  Standard  to  authorize  them  to  put  a  member  on  your 
board  and  on  these  other  bofurds.    Is  that  correct?— A.  No;  it  is  absolutely  false. 

Q.  Do  you  mean  it  is  false  in  toto— that  you  have  not  any  member?— A.  No.  I 
said  we  had  a  member,  but  we  did  not  consent:  the  stock  was  bought  without  oar 
knowledge  and  consent,  and  he  was  forced  there  by  law. 

Q.  I  understand  that.  They  had  purchased  stock  enough  to  force  a  member  on 
your  board? — A.  And  forced  him  on  us.  They  said  they  would  not  be  associated 
with  anv  of  these  affiliated  companies  because  of  lack  of  faith  both  in  their  ability 
and  in  their  honesty. 

Q.  Of  what  advantage  to  the  Standard  Oil  is  that  member  of  the  board  of 
directors  in  your  company?  How  can  they  utilize  him?— A.  They  get  all  the 
information.  That  is,  ne  is  called  to  all  the  meetings  and  treated  like  any  other 
member  of  the  board 

Q.  Then  they  find  out  all  your  secrets  in  that  way?— A.  The  witness,  Mr.  Arch- 
bold,  yesterday  testified  that  it  was  one  object  in  purchasing  the  stock — ^to  get 
information.*  We  have  never  had  a  doubt  of  their  purpose  in  any  of  these  pnr- 
cfaases:  that  the  purchases  were  made  for  the  purpose  of  destroying  or  crippling 
our  industry  and  breaking  down  opposition  to  them. 

Q.  I  will  show  this  letter  both  to  yourself  and  to  the  representatives  of  tfas 
Standard  Oil  Company.  [Representative  Livingston  here  produced  a  letter  and 
handed  it  to  the  witness.] 

Q.  I  just  request,  if  I  am  not  present  when  vou  get  through  with  the  letter, 
that  if  any  representative  of  the  Standard  Oil  Company  be  present  he  may  have 
the  same  use  of  it.— A.  If  any  use  is  made  of  it  by  one  side  the  other  shall  have 
the  same  privilege. 

"MONOPOLIES"— l-HE  STANDARD  OIL  COMPANY  NOT  A  MONOPOLY  BY  LAW. 

Q.  (By  Mr.  Ratchford.  )  In  the  early  part  of  your  testimony  you  observed  that 
yonr  company  is  not  a  trust,  but  is  a  combination.  Do  we  understand  that  it  is 
chartered  under  the  laws  of  the  State  of  New  Jersey,  as  is  also  the  Standu^  Oil 
Company?— A.  Just  recently  the  Standard  Oil  Company  has  been  chartered,  ss 
has  been  testified  here. 

Q.  You  also  define  a  trust  to  be  a  monopoly.^  Now,  I  want  to  ask  whether  the 
laws  of  New  Jersey  give  to  the  Standard  Oil  Company  any  advantage  that  is  not 

given  to  your  company?— A.  Not  so  far  as  I  know.  All  these  large  combines  that 
ave  been  organized  under  the  laws  of  New  Jersey  are  organized  alike,  as  I  under- 
stand it;  some  have  preferred  and  common  stock,  and  others  just  common,  etc 

Q.  The  combination  or  trust  has  no  privilege  before  the  law,  as  you  understand 
it.  That  being  the  case,  then  the  Standard  Oil  Company  is  only  a  monopoly  in 
the  State  of  New  Jersey  providing  they  are  able  to  monopolize  the  business.  Is 
that  right?— A.  Yes. 

Q.  If  that  be  correct,  then  it  follows  that  your  company  will  also  be  a  monopoly, 
provided  you  are  able  to  monopolize  the  business?— A.  Both  companies  have  a  per- 
fect right 

Q.  (Interrupting.)  They  have  the  same  right  under  the  law?— A.  Yes.  We  or- 
ganized under  the  same  law. 

Q.  What  I  meant  to  ask  was  whether  thev  had  any  special  privileges  under  the 
law? — A.  I  understand  all  of  these  great  industries  organized  in  the  State  of  New 
Jersey  are  organized  under  this  same  law  and  have  the  same  privileges. 

THE  PURE  OIL  COMPANY  ABSORBS    ITS  ALLIES— THE  STANDARD  ABSORBS  ITS 

COMPETITORS. 

Q.  Another  statement  I  understand  you  to  make  is  that  the  Pure  OH  Company 
will  eventually  absorb  the  other  Hues. — A.  It  will  purchase  a  majority  of  the  stock 
of  the  independent  lines. 

Q.  This  IS  the  company  you  are  interested  in?— A.  I  am  interested  in  all  of  them; 
I  am  interested  in  all  four  of  the  independent  companies. 

Q.  From  your  standpoint  I  want  to  ask  if  the  araorption  of  smaller  enterprises 
is  not  the  greatest  objection  that  has  been  urged  against  the  Standard  Oil  Com- 
pany?— A.  Certainly;  but  these  independent  companies  are  practically  one  already. 
The  producers  formed  one  organization,  and  then  another  and  another.  The  stock- 
holders are  the  same,  or  very  nearly  the  same.    They  are  simply  getting  together 

1  See  p.  577.  a  See  p.  601. 
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because  the  Standard  was  likely  to  absorb  them  in  detail.  Bnt  if  organized  in 
this  protective  form,  with  a  voting  trust,  it  will  be  impossible  for  the  Standard  to 
bny  the  stock  and  control  these  companies.    It  is  self-defense. 

Q.  But  is  it  not  in  every  case  the  parpose  of  the  larger  companies  to  absorb 
the  smaller  competitors?— A.  1  do  not  know  the  parpose  of  others,  but  it  was  the 
purpose  of  this  Pure  Oil  Companv  to  unite— if  yon  please,  to  consolidate— the 
coini>anie6  in  one,  because  practically  the  stockholders  were  the  same.  It  was  not 
to  get  control  of  any  other  person's  business;  it  was  simply  to  put  our  own  busi- 
ness in  such  a  form  that  we  could  not  be  destroyed  by  this  giant  monopoly. 

Q.  In  your  experience  with  the  Standard  Oil  Company  has  that  not  been  one  of 
its  objects— to  absorb  the  smaller  concei-ns?— A.  The  smaller  concerns  that  have 
been  absorbed  have  been  independent  and  opposition  companies.  These  are  not, 
and  the  cases  are  not  similar. 

THE  PURE  OIL  COMPANY,  UNLIKE  THE  STANDARD,  DOES  NOT  DESIRE  A  MONOPOLY— 
THE  WITNESS  WOULD  REFUSE  TO  BE   CONNECTED  WITH  A  MONOPOLY. 

Q.  (By  Mr.  Clarke.  )  Did  your  company  comx)ete  with  the  Standard  Oil  Com 
pany  in  any  operations  in  the  fields?— A.  Yes. 

Q.  Yon  would  get  business  away  from  them  if  you  could  honestly  and  fairly? — 
A.  Certainly;  that  is,  in  an  honest,  fair  manner.    Competitors  will  always  do  that. 

Q.  You  would  get  away  all  of  their  business  if  you  could  honestly  and  fairly,  I 
suppose? — A.  It  would  be  very  difficult  to  do  that. 

3.  Well,  suppose  you  could? 
.  (By  Mr.  Farquhar.)  There  is  the  same  object  before  the  two  trusts,  your 
company  and  the  Standard?— A.  1  would  not  say  so.  I  would  say  that  we  only 
want  a  fair  portion  of  the  competitor's  business,  not  the  whole  of  it.  1  would  not 
be  connectea  with  a  monopoly.  I  would  not  control  a  great  product  and  fix  the 
price  at  which  I  would  buy,  transport,  and  sell.  It  is  too  Kreat  a  responsibility 
for  any  one  man  to  have,  and  it  is  a  greater  responsibility  than  tyrante  as  a  rule 
assume  toward  their  subjects.  The  profits  are  enormous  which  have  been  fixed 
by  this  trust. 

Q.  Now,  you  wish  us  to  understand  that  if  this  company  should  become  large 
and  be  an  octopus  you  would  sell  out  and  be  no  longer  connected  with  it?— A.  I 
would  not  be  connected  with  it. 

Q.  If  your  company  should  be  large  enough  to  monopolize  the  business  by  means 
of  fair  competition,  you  would  no  longer  have  anything  to  do  with  it?— A.  1  would 
not  have  anything  to  do  with  it  If  it  pursued  the  methods  of  the  Standard,  influ- 
encing legislation  and  preventing  otners  from  doing  business.  If  it  grew  natu- 
rally and  the  profits  were  fair,  I  should  be  willing  to  accept  them,  but  I  certainly 
should  not  want  the  responsibility  of  monopolizing  a  great  industry  and  fixing  the 
prices.  I  do  not  think  that  such  a  power  should  be  in  any  hands.  I  would  be  in 
ravor  of  throwing  it  open  to  Government  inspection  and  of  reouiring  public  state- 
ments and  of  putting  it  under  any  laws  that  would  be  fair  and  just  to  the  people. 

Q.  You  would  not,  then,  if  you  could,  by  perfectly  fair  and  ie^timatie  means, 
irrespective  of  the  means  of  the  Standard  Oil  Company,  monopolize  the  oil  busi- 
ness in  any  way?— A.  I  would  not.  I  say  I  would  not  have  the  responsibility  of 
fixing,  according  to  my  own  judgment,  what  m^  profits  should  be  from  a  great 
community.    I  would  rather  die  x>oor  than  have  it. 

Q.  That  would  be  a  matter  of  your  own  conscience?— A.  Yes. 

Q.  How  would  it  be  under  the  law?  Do  you  consider  that  it  is  not  legal  for  any 
company  to  gain  all  the  advantages  that  it  can  fairly  and  legitimately?— A.  Well, 
now,  I  have  pretty  strong  views  in  regard  to  competitors  and  competition,  and 
being  a  member  of  the  commission,  I  would  rather  not  enter  into  this  subject  and 
give  my  views  in  regard  to  it  now. 

"trusts'* — DIFFERENT  MEANINGS  OF  THE  WORD — ^THE  PRODUCERS*  OIL  C50MPANY 

AND  THE  STANDARD. 

Q.  (By  Mr.  Farquhar.)  The  witness  states  here  that  the  Pure  Oil  Company,  so 
called,  is  not  a  trust.  Will  you  explain  to  this  commission  why  it  is  that  your 
articles  of  agreement  all  through  characterize  it  as  a  trust?  There  are  five  arti- 
cles in  your  agreement.    It  explicitly  declares  in  the  first  article  (reading): 

'*  First.  The  equitable  ownership  of  the  trust  shares  and  all  interests  therein 
Bhall  be  subject  to  the  terms  of  this  trust  agreement.  Such  ownership  of  tiie 
shares,  or  mterests  therein,  may  be  sold  at  the  will  of  the  holder;  but  no  sale, 
transfer,  or  conveyance  of  such  ownership  or  interests  shall  give  to  the  purchaser 
^7  Tights  other  than  are  provided  for  in  the  by-laws,  rules,  and  regulations  of  the 
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company;  and  in  accordance  with  this  tmst  the  tmsteee  hereunder  shall  at  all 
times  be  recognized  as  the  le^al  owners  and  holders  of  the  trust  shares  to  carry 
into  effect  the  porpoees  of  this  trust,  and  all  ec^uitable  owners  of  tmst  shares  or 
interests  therein  shall  specitically  agree  in  writing  to  the  terms  of  this  trust,  and 
no  transfer  of  any  such  shares  or  interest  shall  be  made,  or  be  effective  if  made, 
unless  the  transferee  of  such  eciuitable  ownership  or  interest  shall  have  agreed  in 
writing  to  receive  and  hold  the  same  subject  to  the  provisions  of  this  trust.** 

The  objects  set  forth  in  the  original  trust  of  the  Standard  are  the  same  objects, 
with  just  one  exception,  as  are  claimed  for  this  Pure  Oil  Company.  How  can  it 
be  possible  to  escape  the  idea  that  this  Pure  Oil  Company  is  a  trust?  What  ex- 
planation have  you  to  make?— A.  It  is  a  voting  trust.  The  company  itself  is 
organized  under  the  laws  of  the  State  of  New  Jersey,  and  all  those  trust  papers, 
as  I  understand  it.  were  drawn  solely  for  the  purpose  of  protecting  the  stock- 
holders in  voting  this  stock  and  electing  directors.  The  stock  itself  was  put  into 
a  trust,  a  voting  trust,  so  that  it  could  not  be  sold  or  alienated  or  monopolized, 
and  if  the  stock  were  sold  the  trustees  would  have  a  voice  in  electing  directors. 

Q.  How  do  you  explain  here  in  the  fourth  subdivision  of  this  agreement  [read- 
ing!: 

'*  Fourth.  This  agreement  may  be  canceled,  and  the  trust  herebv  created  dis- 
solved, only  by  the  winding  up  of  the  Pure  Oil  Company,  or  by  the  consent  in 
writing,  duly  executed,  of  the  equitable  owners  of  four-hfths  of  the  shares  held 
in  trust  hereunder,  and  of  four*  firths  of  all  the  other  shares  of  the  company,  after 
providing  in  full  for  the  redemption  or  purchase  at  $110  per  share,  in  cash,  of  all 
the  preferred  and  common  shares  of  the  company  at  the  time  outstanding.  "^ 

Is  not  that  trust  pretty  nearly  perpetual?  Is  not  that  company  a  perpetuity?— 
A.  I  do  not  so  understand  it.  because  it  provides  for  its  own  method  of  dissolution. 

Q.  How  do  you  provide  for  dissolution?  Because,  under  the  general  laws,  that 
is  under  the  power  of  the  trustees,  and  you  have  trustees  here  who  hold  the  entire 
property  in  tneir  hands;  they  make  their  own  board  of  directors;  the  administra- 
tive power  of  your  whole  concern  is  in  men  who  are  creatures  of  your  trustees. 
How  much  worse  than  that  is  the  whiskv  trust  or  the  Standard  Oil? — A.  I  have 
defined  my  meaning  of  the  word  "  trust, '  and  it  has  been  often  repeated  that  the 
intention  in  that  agreement  was  only  to  preserve  this  stock  intact,  so  that  the 
Standard  Oil  Company  could  not  monopolize  It.  I  have  explained  how  they 
attempted  to  monopolize  one  of  the  companies. 

ADVANTAGE    TO  PBODUCERS    FROM    THB   KXISTKNCB  OF    INDBPENDBNT   RBFINEBS. 

Q.  Do  the  producers  who  sell  oil  to  independent  refiners  |pet  better  prices  than 

C reducers  who  sell  to  the  Standard?  * — A.  That  varies  at  different  times.  In  the 
eginning,  when  the  Standard  had  so  stopped  the  outlet  abroad  and  had  so  monop- 
olized everything  and  thrown  everything  in  the  pathway,  the  producers  got  together 
and  made  sacrifices  for  the  benefit  of  the  refiners.  Taej  were  selling  cargoes  at 
great  lo^s,  and  we  ga^ve  them  a  reduction  in  the  pipe-line  charges.  There  were 
other  times,  when  the  market  was  good,  when  the  pipelines  have  sold  to  the  refineis 
at  a  profit.  Now,  in  this  recent  advance  the  Producers  and  Refiners'  Pipe  Line 
advanced  the  oil  8  cents  more  than  the  Standard.  The  Standard  in  a  few  days 
came  np  to  it;  and  then  the^  advanced  again  to  |1.87  and  this  line  advanced  it  to 
$1.40.    They  were  very  anxious,  however,  to  get  the  oil  to  win  the  fall  trade. 

Q.  That  was  simply  incidentaJ? — ^A.  Yes;  incidental.  They  have  been  compet- 
itors in  every  way. 

Q.  Now,  at  the  present  time,  is  not  the  market  on  all  fours  to  the  producers, 
whether  they  are  sellers  to  the  indenendents  or  the  Standard?  As  prices  go,  does 
it  pay  the  producers  to  sell  to  the  inaependent  refiners  as  well  as  to  the  Standard?— 
A.  Yes;  they  have  the  privilege  of  selling  to  other  pipe  lines.  There  is  sometimes, 
as  I  said,  an  advance  by  the  one  and  not  oy  the  other.  But  this  line  has  never  paid 
the  producers  less  than  the  Standard  was  paying.  It  has  always  kept  pace  vrith 
the  Standard  in  advancing,  and  very  frequently  has  advanced  1  or  2  or  3  or  Scents 
more.  We  are  handling  tne  high-grade  oil  —Pennsylvania  oil.  That  is  very  desir- 
able both  at  home  and  abroad. 

Q.  Now,  I  would  like  to  know  what  the  character  of  the  competition  is  that  caosed 
the  United  States  Pipe  Line  to  put  it  up  10  cents  more.  Was  it  the  Standard?— 
A.  That  forced  the  United  States? 

Q.  Or  the  refiners  or  other  pipe  lines? — ^A.  No;  we  did  not  do  that. 

Q.  I  thought  you  said  they  raised  8  cents  and  then  the  Standard  raised  8.— A 
Yes. 

Q.  Was  it  the  presence  of  the  Standard  that  forced  them  up? — ^A.  I  do  not  know 
how  that  would  be. 

1  See  modified  form,  p.  511,  footnote.  •  See  Mr.  Boyle,  ppi  442,444. 
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Q.  Well,  it  is  a  bnsiness  proposition?— A.  It  is  a  business  proposition  that  in 
order  to  benefit  their  friends  the  refiners  were  perfectly  willing  to  make  the 
advance :  furthermore,  it  was  the  time  of  year  when  they  wanted  to  get  this  oil  to 
ship  abroad  and  to  supply  the  markets  at  home. 

Q.  What  I  want  to  get  at  is  whether  the  producers  expect  greater  benefit 
through  this  pii>e-line  company  or  through  the  Standu:^  in  selling  their  oil. — A. 
We  believe  that  were  it  not  for  these  companies  the  price  of  oil  would  be  much 
less  than  it  is.  We  believe  that  as  large  producers  we  have  reaped  great  benefit 
Irom  the  competition,  limited  as  it  is.  It  is  remarkable  what  a  little  comx)etition 
may  accomplish;  they  do  not  overlook  small  things.  They  have  the  power  of  a 
giant,  and  they  use  it  aa  a  giant. 

Q.  I  want  to  know  if  these  producers  are  any  better  off  in  connection  with  this 
independent  organization  than  they  are  with  the  Standard,  as  far  as  prices  go; 
then  I  want  to  nave  the  question  answered,  after  that,  whether  the  refiner  pasrs 
the  extra  profit  that  is  paid  into  the  hands  of  the  producers.*— A.  There  is  no 
doubt,  in  my  judgment,  that  the  producers  are  better  off  on  account  of  this  inde- 
pendent movement.  There  is  no  doubt  that  the  independent  refiners  are  better 
off.  If  it  were  not  for  these  pipe  hues  none  of  these  independent  refiners  would  be 
living  to-day.  It  is  for  mutual  protection  that  these  people  have  united.  We 
believe  we  have  received  much  better  prices  for  oil;  the  last  year  the  refiners  have 
(^ven  much  better  prices  than  they  would  have  given  if  there  had  not  been  this 
independent  movement. 

9.  You  have  stated  repeatedly,  or,  rather,  it  has  been  stated  repeatedly  before 
this  commission,  that  the  Standard  has  made  inordinate  profits.  Now,  is  it  a  fact 
that  the  independents  are  not  making  as  much  money,  either  as  refiners  or  pro- 
ducers, as  the  Standard  people  are?  I  am  not  talking  about  commercial  reasons 
at  the  seaboard.  I  am  speabng  about  the  field,  because  the  producer  is  not  con- 
cerned with  anything  outside  of  the  Pennsylvania  field  and  Ohio  field. — A.  1  think 
that  as  far  as  production  is  concerned  they  are  substantially  on  a  par;  but  as  far 
as  the  selling  is  concerned  the  Standard  have  an  advantage,  because  they  have  an 
accumulated  capital  to  handle  all  the  by  products  with,  and  so  on,  as  the  others 
have  not. 

Q.  So  we  come  to  this  plain  business  proposition,  that  the  producer  is  just  as 
weU  off  dealing  with  the  Standard  as  he  is  with  this  Pure  Oil  Company. — A.  No, 
indeed;  I  would  say  not. 

9.  Why  is  he  not?— A.  Because  when  there  is  no  opposition  they  pay  much  less 
prices.  My  judgment  is.  while  we  could  not  prove  it,  that  the  price  of  oil  has 
been  so  much  better  that  we  have  already  paid  for  the  plant  out  of  the  increased 
prices  that  the  Standard  has  paid  for  oil  on  account  of  this  opposition. 

Q.  You  said  one  minute  ago  that  the  advance  made  by  the  mdependents  was  3 
cents,  and  was  met  by  the  Standard  with  another  advance.— A.  How  do  we  know 
but  the  oil  would  be  50  or  60  cents  to-day  if  it  were  not  for  this  organization? 

Q.  That  is  entirely  hvpothetical.  I  want  to  know  if  they  are  any  better  off. — 
A.  I  said  that  they  are  better  off;  the  producers  are  better  off,  probably  by  25  cents 
per  barrel,  on  account  of  this  opposition  to  the  Standard. 

PROFITS  IN  THE  OIL  BUSINESS. 

Q.  These  men  that  are  engaged  in  the  independent  movement  have  made  money 
out  of  the  oil  business?— A.  A.  great  manv  of  them  are  quite  well  to  do,  but  a 
majority  of  the  producers  are  comparatively  poor. 

Q.  Many  of  them  are  millionaires?— 4-*  Some  of  them  have  made  a  great  deal 
of  money. 

Q.  So  these  men  who  are  cooperating  with  you  are  millionaires  and  the  Stand- 
ard is  simply  a  greater  aggregation  of  millionaires?— A.  I  do  not  know  the  wealth 
of  those  gentlemen,  but  very  few  are  considered  millionaires.  I  am  quite  sure 
they  would  have  much  more  wealth  if  prices  had  not  been  depressed  by  the 
Standard. 

Q.  Of  course  that  is  a  business  question,  just  like  railroading.    The  largest  cor- 

S oration  is  going  to  make  the  most  money. — A.  I  have  given  facts  and  figures 
ere  which  will  convince  anybody,  I  think,  that  the  Standard  have  been  making 
more  profit  on  each  barrel  of  oil  than  they  have  paid  for  it.  Now,  that  affects 
^h  the  producer  and  the  consumer. 

<^.  What  I  wanted  was  to  find  out  whether  these  producers  are  able  to  get 
their  share  of  the  proper  profits  that  belong  to  them?— A.  The  producers  could 
not  have  received  tneir  share  of  the  profits  when  it  is  a  fact,  as  bias  been  shown, 
that  the  Standard  makes  more  on  each  barrel  of  oil  than  they  pay  the  producer 
tor  it. 

'  See  Mr.  Boyle,  pp.  148, 4U. 
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CAPITALIZATION  OF  THE  INDEPENDENT  COMPANIES— VALUE  OF  THEIE  STOCK. 

Q.  (By  Mr.  Smyth.)  Will  yon  tell  ns  what  is  the  capital  of  the  Pore  Oil  Com- 
pany—the amount  it  is  capitalized  at?— A.  Something  over  9400,000;  bat  i^bete  hus 
oeen  an  application  to  increase  it.  It  is  my  recollection  that  the  authorized  cap- 
ital oriffin^ly  was  $1,000,000,  $377,000  of  which  was  paid  in. 

Q.  What  was  the  value  of  the  different  companies  associated  with  or  controlled 
by  the  Pure  Oil  Company?-— A.  None  of  them  are  controlled  by  it  as  yet.  It  is  & 
marketing  compuiy;  but  there  is  an  effort,  which  we  presume  will  be  suocessfiU, 
to  combine  a  majority  of  the  stock  of  the  others,  as  I  have  explained,  into  this 
Pure  Oil  Company,  with  an  increased  capital. 

Q.  What  would  be  the  aggregate  value  of  these  companies?— A.  There  is  abont 
$3,000,000  invested  in  all  these  companies  to-day,  as  1  understand  it. 

Q.  Then  you  propose  to  increase  the  capital  of  the  Pure  Oil  Company? — A.  Yes; 
it  has  been  proposed  to  increase  it. 

Q.  Has  it  been  decided  to  what  amount?— A.  It  has  been  thought  we  would 
probably  increase  it  to  $10,000,000. 

Q.  Now,  in  your  judgment,  the  value  of  that  stock  would  be  about  $20,000,000?— 
A.  No,  not  at  all. 

Q.  I  understood  you  to  say  a  short  time  ago  that  you  would  not  take  a  hundred 
per  cent  advance  for  your  stock?— A.  I  shomd  not  feel  like  taking  a  hundred  per 
cent  for  my  stock  in  all  these  companies,  because  I  think  I  am  benefited  in  various 
ways  by  getting  a  better  price  for  my  productions. 

Q.  (Interrupting.)  Now,  you  think  that  this  Pure  Oil  will  be  a  competitor  in 
the  market  for  the  benefit  of  the  consumer?— A.  For  the  benefit  of  the  consumer 
and  the  producer. 

THE  FOREION  MABKET— THE  STANDARD  WAS  NOT  THE  PIONEER. 

Q.  Can  you  tell  us  what  portion  of  the  products  of  these  companies  with  which 
you  are  connected  goes  abroad?— A.  About  40  per  cent  of  the  crude  we  handle,  I 
am  informed  by  the  president  of  the  company.^ 

Q.  How  long  have  you  been  exporting  40  per  cent  of  your  crude?— A.  About  two 
or  three  years. 

Q.  Was  your  company  the  first  to  export  oil,  or  was  the  Standard  Oil  Company 
the  first  to  open  up  the  market?— A.  Oh,  they  were  not;  there  was  a  large  amount 
of  oil  shipped  abroad  before  the  Standard  existed. 

O.  One  must  have  been  first— A.  The  Pure  Oil  Company  was  organized  in  1895, 
and  the  Standard  Oil  Trust,  I  am  informed,  was  organizea  in  1882,  and  of  course 
shipped  oil  abroad  before  the  Pure  Oil  Company;  but  millions  of  barrels  of  oil 
was  exported  before  the  Standard  Trust  existed. 

Q.  Tney  did  not  go  into  the  refining  business  as  the  Standard  Oil  Company  for 
a  number  of  years  after  the  discovery  of  oil?— A.  No. 

Q.  YovL  do  not  consider  the  Standard  Oil  Company  the  pioneer  in  building  up 
the  export  business?— A.  Not  at  all;  no. 

Q.  At  the  same  time  they  had  a  large  proportion  of  it  to  meet? — A.  Oh,  certainly 
they  did,  but  they  were  not  the  pioneers. 

Q.  And  covered  the  world,  as  we  learned  yesterday  from  Mr.  Archbold? — A.  Yes; 
but  others  preceded  them  in  almost  all  countries.  I  do  not  believe,  as  was  stated 
by  Mr.  Arcnbold  yesterday,  that  they  have  better  talent  than  others  engaged  in 
the  same  business.^ 

AOAIN  THE  QUESTION  OF  MONOPOLY. 

Q.  Now,  the  charter  of  the  Pure  Oil  Company  is  taken  in  the  State  of  New  Jer- 
sey, and  the  charter  of  the  Standard  Oil  Company  is  now  being  taken  there.  You 
spoke  of  the  Standard  Oil  Company  as  the  Standard  Oil  Trust.  Tet  you  deny  that 
the  Pure  Oil  Company  is  in  any  manner  a  trust;  how  do  you  distinguish  them?— 
A.  The  Standard  is  a  monopoly.    The  Pure  Oil  Company  is  not. 

Q.  How  can  the  Standard  Oil  Company  be  a  monopoly  when  the  Pure  Oil  is 
not?  The  Standard  Oil  Company  handles  only  80  per  cent  of  the  product. — A.  It 
does  not  require  all  of  any  commodity  to  make  a  monopoly  and  fix  prices;  anyone 
knows  that.    They  do  have  a  sufficient  control  to  make  a  monopoly. 

Q.  You  stated  just  now  that  you  had  advanced  the  price  of  tne  crude  oil  to  the 
producers ,  and  then  the  Standard  had.  So  ]rou  were  not  alone  in  fixing  the  prices?— 
A.  That  was  in  one  locality,  and  in  advancing  crude  oil. 

Q.  But,  as  a  fact,  it  was  done?— A.  Yes;  that  is,  where  our  pipe  lines  went;  and 
I  may  say  the  advance  was  universal  over  the  field. 

>SeeMr.  Lee,  pp.  277,278.  *  See  p.  588. 
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FRBIOETT   RATES  AND  REBATES — THE  INDEPENDENTS    HAVE  NOTHING  TO  CONCEAL. 

Q.  Mr.  Archbold  stated  that  he  was  distinctly  and  clearly  in  favor  of  the  inter- 
state-comnierce  law,  and  since  the  passage  of  that  law  in  1887  he  affirmed  and 
gave  positive  testimony  that  no  rebates,  no  special  rates  of  freight,  no  advantages 
of  any  kind,  had  been  offered  by  any  railroad  company  or  transportation  company 
or  canal,  or  accepted  by  the  Standard  Oil  Company  or  asked  for  bv  them.  Do  yon 
say  the  same  for  the  Pure  Oil  Company  and  the  companies  with  which  yon  are 
connected?-^A.  Yes;  to  the  best  of  my  knowledge  and  oelief  there  has  been  noth- 
ing of  that  kind, 

Q.  No  special  rates  have  been  a^ven  to  yonr  company  at  all? — A.  No;  not  unless 
yon  consider  contracts  made  when  we  conld  not  get  through  to  New  York.  Of 
course  there  was  a  rate  through  to  New  York  when  our  pipe  Bne  reached  a  certain 
point  in  New  Jersey,  and  when  it  reached  a  certain  further  point  there  was  a  lower 
rate,  etc.  The  freight  was  very  large,  and  it  was  the  only  way  we  coold  get  oO 
through  to  the  market.    It  was  an  open  rate.* 

Q>  It  was  a  special  rate  to  your  company?— A.  No;  it  was  an  open  rate.  They 
probably  had  no  other  shipper  of  crude  oil  from  that  given  point,  but  it  was  in 
proportion  to  the  rate  from  other  shipping  points,  from  Oil  City,  for  instance, 
through. 

W  aan't  it  less  than  by  competing  lines?— A.  Not  that  I  know  of. 
Could  it  have  been  without  your  knowledge?— A.  Yes,  possibly. 
^    You  could  not  say  from  your  own  knowledge?— A.  I  will  say  that  there  are 
other  witnesses  that  will  come  here  and  give  you  the  facts.    We  are  perfectly 
willing  to  aid  you  and  show  whatever  there  is  in  the  whole  bosiness.     We  have 
nothing  to  conceal  whatever. 

Q.  Would  you  be  willing  to  give  a  list  of  the  dividends  paid  by  your  compa* 
nies? — A.  Yes.  I  am  assuming  this,  that  we  would  be  perfectly  willing  to  have 
all  our  companies,  and  certainly  I  should  be  willing  to  nave  anything  that  I  am 
in,  open  to  State  and  governmental  inspection;  and  if  it  was  doing  any  injury  I 
would  not  object  to  having  it  either  abolished  or  restricted.* 

Q.  You  stated  positively  that,  to  your  knowledge,  no  rebate  has  been  received 
or  accepted  by  any  of  your  companies  since  the  passage  of  the  interstate  law?— A. 
Not  to  my  knowledge. 

Q.  Do  you  know  of  any  such  rebate  being  given  to  the  Standard  Oil  Company?— 
A.  Personally  1  have  no  absolute  knowledge  on  this  question,  but  have  been  told 
and  believe  they  have  received  such  rebate.  I  will  qualify  my  former  statement. 
Pipe  lines  may  have  sold  to  independent  refiners  at  special  rates,  as  stated  hereto- 
fore. 

Q.  To  that  extent  it  was  a  special  rate  extended  to  the  Pure  Oil  Company? — A. 
No;  it  was  to  the  refiners.    The  Pure  Oil  Company  is  a  marketing  company. 

THE  FOREIGN  MARKET— RUSSIAN  OIL— DISTRIBUTION  OP  PETROLEUM  WOULD  HAVE 

BEEN  WIDER  IF  THE  STANDARD  HAD  NOT  EXISTED. 

Q.  When  you  entered  the  German  market  you  found  the  Standard  already 
there?— A.  Yes. 

,  9-  -^nd  yon  got  in  and  competed  with  them?— A.  Yes;  we  entered  into  compe- 
tition, as  anybody  had  a  right  to,  and  we  found  the  competition  a  very  bitter  one. 
At  least  the  refiners  did. 

.Q.  Did  you  find  the  Russian  competition  there? — A.  There  is  very  little  Russian 
oil  sold  there  now. 

,Q.  In  Germany,  as  far  your  knowledge  goes?- A.  There  is  very  little  Russian 
oil  shipped  to  Germany. 

Q.  But  there  was  a  very  la^e  amount  of  Russian  oil  shipped  to  Germany  before 
the  Standard  went  in? — A.  They  were  not  the  pioneers.  My  own  judgment  is 
that  there  would  have  been  a  better  distribution  of  oil,  better  both  for  producers 
and  for  consumers,  and  they  would  have  been  more  fairly  treated,  if  there  had 
heen  competing  companies  instead  of  this  monopoly. 

Q-  You  do  not  think  the  Standard  Oil  Company  has  been  a  benefit? — A.  The 
Standard  Oil  Company?  I  don't  believe  I  should  be  willing  that  one  railroad  should 
control  80  per  qent  of  the  passenger  traffic  and  the  freight  traffic  of  this  country  and 
have  the  absolute  power  to  fix  rates.  I  think  we  shoald  have  had  wider  distribu- 
tion of  petroleum,  and  the  public  would  have  been  better  served,  and  tiie  pro- 
ducers would  have  been  better  remunerated,  if  it  had  not  existed. 
Q*  (By  Mr,  Farquhar).  Do  you  believe  that  any  of  the  independent  refiners  or 

^  See  Mr.  Archbold,  pp.  529, 590;  Mr.  Emery,  p.  653.  >  See  p.  501,  footnote  3L 
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prodooers  of  this  country,  any  nnmbor  of  them,  coald  ever  have  reached  tiia  field 
that  the  Standard  have  all  over  the  world  nnleas  they  combined?— A.  Yes;  the 
markets  of  the  world  were  largely  reached  before  the  Standard  combination.^ 

PROFITS  OF  THE  STANDARD  OIL  COMPANY  AKD  OF  THE   PURB  OIL  COHPANT. 

Q.  (By  Mr.  Kennedy.  )  Can  yon  state  what  profit  the  Pore  CMl  Company  makes 
per  barrel  of  oil?— A.  I  will  have  the  officers  present  that  I  hare  not  gone  over 
it  in  detail.    We  have  no  pnbtic  records  of  the  amount. 

Q.  Yon  have  private  records?— A.  Yes;  bnt  I  have  not  examined  into  ^lis  mat- 
ter. I  will  present  the  exact  fignres.*  It  has  varied  at  different  times.  We  have 
met  with  great  losses,  and  sometimes  we  have  made  some  profits.  I  would  state 
this,  that  the  profit  would  be  less  than  10  cents  a  barrel  at  the  present  time. 

Q.  While  the  Standard  profit  is  more  than  a  dollar  a  barrel?— A.  It  seems  to  me 
that  the  data  given  show  conclusively  that  the  profit  is  more  than  a  dollar. 

Q.  And  the  Standard  can  make  a  profit  of  a  dollar  a  barrel  and  you  can  only  get 
a  profit  of  10  cents? — A.  We  have  met  with  this  great  opposition.  We  expected 
to  make  more  than  that  perhaps  after  a  time;  but  if  we  snould  average  10  oents  a 
barrel  and  could  do  one-fourth  of  the  business  the  Standard  does,  the  company 
would  get  enormously  rich.  If  a  party  of  capitalists  had  purchased  the  rif ht  from 
the  Stimdard  in  the  State  of  Pennsylvania— where  we  could  not  get  anjr  tree  pipe 
line,  for  a  long  time— to  manufacture  and  sell  one-fourth  of  the  oil  that  tiie 
Standard  did  when  they  were  organised,  thev  could  have  made  two  or  three  hun- 
dred million  dollars  very  readily  had  they  been  willing  to  exact  the  prices  Uie 
Standard  did.  It  would  have  been  a  splendid  investment  to  have  bought  the  right 
^om  the  Standard  to  do  business  m  this  country  without  their  opposition. 

THE  STANDARD  OIL  COMPANY  HAS  AN  ADVANTAGE  IN  THE  USE  OF  BY-PRODUCTS. 

Q.  Ton  have  stated  that  the  Standard  Oil  Company  has  made  more  profit  from 
a  barrel  of  oil  than  the  Pure  Oil  Company.  Is  that  in  any  measure  due  to  the  fact 
that  they  use  the  by-products?— A.  Yes;  that  has  considerable  to  do  with  it. 

VALUE  OF  STANDARD  Ain>  PURE  OIL  STOCK— PROFITS. 

Q.  (By  Mr.  Smyth.  )  Ton  wish  us  to  understand  that  your  company,  on  a  profit 
of  10  cents  per  barrel,  is  to  be  considered  worth  dOO,  whereas  the  Standard  Oil 
Company,  on  a  profit  of  a  dollar  a  barrel,  is  only  worth  465? — ^A.  1  have  tried  to 
explain  that  before.  I  am  a  producer  of  oil,  and  as  a  producer  I  would  not  sell  my 
stock  for  twice  the  amount;  and  then  I  do  anticipate  very  fair  profits  in  the  near 
future. 

Q.  Do  you  think  the  Standard  Oil  Company  makes  a  thousand  times  tiie  profits 
you  do?— A.  For  a  long  time  we  made  nothing,  as  has  been  testified,  and  i  think 
some  of  the  witnesses  testifying  in  the  interest  of  the  Standard  charged  us  with 
using  people's  money  in  some  of  these  companies  and  not  paying  them  any  return:' 
but  we  do  not  know  how  much  the  return  has  been  in  the  advanced  price  of 
crude  oil. 

Whereupon  the  commission  took  a  recess  until  2  o'clock  p.  m. 


Washington,  D.  C,  September  ll,  1899. 

TESTIMOFT  OF  MB.  LEWIS  EMEBT,  JR. 

The  commission  met  on  Monday,  September  11, 1899.  Vioe-Chairman  Phillips 
presiding.  Mr.  Lewis  Emery,  jr.,  appeared  at  10.55  a.  m.,  and, being  dulyswoni, 
testified  as  follows: 

PERSONAL  STATEMENT. 

The  Witness.  Mr.  Chairman  and  gentlemen  of  the  commission,  in  advance  I 
desire  to  beg  your  indulgence  in  giving  xny  testimony  from  this  fact,  that  I  have 
been  absent  from  my  home,  in  the  State  of  California,  for  the  past  two  years.  Under 
the  extreme  weight  of  business  and  cares  I  broke  down  in  health,  and  it  was  only 
on  the  loth  of  August  that  I  returned  to  this  part  of  the  countiy;  and  since  that 

i Opmparp Mr. Archbold, p. 663;  Mr. Emery, Pp. «36, (B8.  'See Mr. Boyle, p. 446. 
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tiine  I  have  been  very  bttsy  with  the  many  points  in  business  that  were  left  for  me 
to  decide.  I  have  not  been  able  to  g^ive  the  questions  that  are  propounded  to  me 
to-day  the  fall  attention  that  I  should  have  done. 

I  desire  the  privilege,  with  the  consent  of  the  commission,  of  referring  to  my 
memoranda,  or  to  some  of  my  colleagues,  that  I  may  refresh  my  memory,  for  this 
reason,  that  I  have  this  question  for  the  years  from  1872  to  1898  in  my  memory, 
excepting  my  testimony  m  1888  before  tne  Committee  on  Commerce  in  the  city 
of  Washmgton. 

I  desire  to  say  that  I  hold  no  animosity  toward  the  Standard  Oil  people  or  any 
association.  Thev  were  thirty-four  years  iny  companions,  and  I  only  meet  them 
here  to-day  upon  fair  and  equitable  teims.  They  believe  in  their  method  of  doing 
business,  and  I  believe  in  mine.  We  agreed  to  separate.  Man  v  of  the  stockholders 
of  the  Standard  Oil  Company  have  been  associates  of  mine  all  these  years  in  the 
o'wnership  of  property,  and  I  own  property  with  them  at  the  present  time.  We 
simply  differ  on  methods  of  transacting  business.  Therefore  I  feel  that  there  is 
no  one  here  in  this  room  who  will  say  1  tell  an  untruth  because  I  may  differ  from 
him  or  because  of  testimony  that  I  may  give  in  answer  to  the  questions  you  may  ask. 
(By  Mr.  Philups.)  Where  is  your  residence?— A.  Bradford,  Pa. 
Your  name  in  full?— A.  Lewis  Emery,  jr. 

What  is  your  occupation,  and  what  has  it  been?— A.  My  occupation  for  the 
past  thirty-four  years  has  been  in  the  production  and  refining  of  oil. 

CONNECTION  WITH  VARIOUS  OIL  COMPANIES. 

Q.  (By  Mr.  Kennedy.)  I  should  like  to  ask  your  present  connection  with  the 
independent  comx>anies— producing  companies,  pipe-line  companies,  and  the  Pure 
Oil  (Jompany?— A.  I  am  connected  with  them. 

Q.  In  an  official  connection?— A.  I  am  not  an  official,  except  that  I  am  trustee 
of  some  stock. 

Q.  (By  Mr.  Liyingston.  )  How  do  you  stand  in  relation  to  all  these  companies?— 
A.  I  am  a  stockholder  in  three  of  them. 

Q.  Which  three?— A.  United  States  Pipe  Line,  Pure  Oil  (Ik>mpany,  and  the 
Producers'  Oil  Ck>mpan]r»  Limited. 

Q.  Any  connection  with  the  Standard?— A.  No;  none  whatever. 

EARLY  history  OF  THE  OIL  BUSINESS. 

Q.  (By  Mr.  Phillips.)  Ton  can  proceed  in  your  own  way  and  make  a  state- 
ment to  the  commission  as  to  the  facts. — A.  The  discovery  of  oil  was  in  1859,  in 
the  vicinity  of  the  city  of  Titusville.  The  commodity  was  new  and  practically 
unknown  to  the  commercial  or  scientific  world. '  The  oil  was  transported  from  the 
wells  down  Oil  Creek,  near  which  the  first  well  was  drilled,  bjr  teams,  or  by 
pumping  the  oil  into  boats,  or,  rather,  at  that  time  it  was  carried  m  buckets  into 
natboats  made  of  inch  lumber.  These  flatboats  ran  down  Oil  C^ek  to  Oil  City, 
Pa.,  and  from  there  the  oil  was  transferred  into  larger  bulk  boats  and  carried 
down  the  Allegheny  River  to  the  city  of  Pittsburg. 

The  first  refineries  for  putting  this  oil  into  a  merchantable  condition  were  in 
the  State  of  Pennsylvania,  the  natural  and  most  economical  place  for  the  manu- 
facture. The  business  was  free  and  untrammeled  from  1859  up  to  1872.  The 
transportation  bv  boat  gave  way  to  transportation  by  pipe  line  and  by  rail.  The 
production  of  oil  in  1865,  at  which  time  X  came  into  the  Dusiness,  was  about  6,000 
barrels  a  day.  In  the  meantime  the  refineries  had  dotted  the  Oil  Oeek  Valley 
and  the  Allegheny  Valley  and  reached  as  far  south  as  Cincinnati  and  Louisville 
and  as  far  north  as  Portland,  Me.  In  1872  we  find  these  refineries  all  in  active 
operation,  north  and  south  from  the  points  named.  From  1859  up  to  1865  the  oil 
was  drawn  in  barrels  by  teams  from  the  interior  of  the  district,  Pithole  and 
Cherrv  Oeek  and  numerous  other  places  I  could  mention,  each  team  carrying, 
according  to  the  condition  of  the  road,  from  3  to  7  barrels.  A  barrel  of  oil  was 
about  450  pounds  at  that  time.  Then,  in  1865,  the  pipe  lines  were  introduced. 
TMb  business  was  free  and  open  to  all  the  railroads,  all  the  people,  and  all  the 
world  up  to  1872.  If  the  commission  will  kindly  refer  to  this  UtUe  pamplUet 
which  I  have  prex>ared: ' 

THE  FIRST  PIPE  LINES. 

"The  first  successful  effort  to  transport  oil  from  the  well  to  the  railroads  by 
pipe  line  instead  of  in  barrels  by  teams  was  made  in  1865.' 

^  Bee  pp. 405-407.     >  Lewis  Emery,  jr.,  to  the  Industrial  Commission,  1800.      *  See  pp.  400, 4J3. 


604  HEARINQB   BEFORE   THE   INDUSTRIAL   COMMISSION. 

**  The  idea  of  transporting  oil  by  a  pipe  to  the  Allegheny  Uiver  originated  wi& 
Thomas  G.  Bates,  of  Syracnse.  A  company  wan  formed  with  a  capital  of  $100,000, 
Joseph  Caaev  as  president,  and  Thomas  C.  Bates  as  vice-president.  Colonel  Brack- 
ett  and  B.  Bi.  Spencer  completed  the  arrangements,  and  David  Kirk  was  appointed 
superintendent.  The  laying  of  the  pipe  was  commenced  in  November,  I860,  and 
the  first  oil  was  piped  on  the  10th  of  December,  1865.  From  that  time  to  Jannsry 
Zh  1866,  the  company  piped  20,000  barrels  of  oil.  The  pipe  was  6  inches  in  dism- 
eter,  extending  from  PitDole  to  Oleopolis,  a  distance  of  7  miles,  and  mn  entirely 
by  gravity.  It  had  a  fall  of  360  feet  oetween  the  field  and  the  river.  This  com- 
pany was  known  as  the  Pennsylvania  Tnbing  Transportation  Company. 

** Another  company  was  organized  in  the  spring  of  1865 — ^the  Kochester  and 
Oleopolis  Petroleum  Companv — with  a  capital  of  $100,000. 

"The  Miller  Farm  and  Pi  thole  Pipe  Companv  commenced  to  lay  pipe  Angpst. 
1865,  and  completed  its  line  in  OctobiBr,  1865.  The  length  of  the  line  was  5i  mOes. 
It  was  a  2-inch  line,  and  originally  four  pnmps  were  nsiod,  but  afterward  only  one 
pnmp  was  found  necessary  to  do  the  work." 

To  give  you  an  idea  of  how  crude  men's  ideas  were  at  this  time  I  will  mentico 
that  it  was  thought  necessary  to  place  a  pump  at  the  foot  of  each  hill  in  order 
that  the  oil  might  be  carried  over  that  hill  into  the  next  valley.  In  a  distance  of 
5  miles  there  were  four  distinct  relays  of  pumps.  It  would  have  been  held  absurd 
to  think  that  oil  could  be  pumped  4  miles.  Now  we  put  oU  into  a  pipe  and  pump 
it  a  distance  of  100  to  150  miles  with  one  stroke  of  the  pump. 

**The  men  who  were  interested  in  this  enterprise  were:  M.  E.  Van  Syde.  of 
Jersey  City;  Henry  C.  Ohlen,  of  New  York;  Cnarles  Hickox  and  Charles  W. 
Noble,  of  Cleveland,  Ohio. 

**  The  Titusville  Pipe  Company  was  organized  by  H.  E.  Pickett  and  G.  J.  Sher- 
man, of  Titusville.  They  commenced  laying  pipes  in  January,  1866,  and  com- 
pleted the  line  in  April,  1866.  There  were  two  lines  of  2-mch  pii>e  from  Pithole 
to  Titusville,  9i  miles.    The  line  cost  $120,000. 

**  Harley  &  Co.  line,  from  Bennihoff  Run  to  Shaffer,  2  miles,  was  built  in  1863. 

"  The  vandergrift  &  Foreman  pipe  line,  from  Bradensburg  to  Oil  Cil^,  in  1666. 

**  A  charter  granted  in  1864  to  the  Western  Transportation  Company,  from  tiie 
Noble  &  Delemater  well  to  Shaffer. 

THE  BBOINNINOS  OF  PIPE  LINE  COMBINATION. 

<<  In  1866  the  whole  of  the  Van  Sycle*s  line,  from  Miller  farm  to  Pithole,  fell 
into  the  hands  of  William  H.  Abbott  and  Henry  Harley. 

''  The  Avery  &  Hedden  line,  from  Shamburg  to  the  Miller  farm. 

"In  1867  Abbott  &  Harley  ac<iuired  control  of  the  Western  Transportatioii 
Company.  Under  its  charter  they  combined  the  Western  and  their  own  two 
lines  as  the  Allegheny  Transportation  Companv.  The  first  board  of  directors,  in 
1869,  were  Henry  Harley,  president;  W.  H.  Abbott,  secretary;  Jay  Gould.  J.  P- 
Harley,  and  Joseph  Douglass;  T.  W.  Larsen,  treasurer;  William  Warmcastle, 
general  superintendent. 

"  Harley  effected  a  combination,  reorganized  the  Allegheny  and  Commonwealth 
as  the  Pennsylvania  Transportation  Company,  with  a  capital  of  almost  $2.000,(X.^« 
and  500  miles  of  pipe  to  Tiaioute,  Triumph,  Irvineton,  Oil  City,  Shamburg,  Flew- 
antville,  and  Titusville,  centering  at  Miller  farm.  Among  the  stocknolders  were: 
Jay  Gould,  Thomas  A.  Scott.  William  H.  Kemble,  Mrs.  James  Fisk,  and  George 
K.  Anderson.  This  enterprise  absorbed  a  swarm  of  small  lines,  and  was  con- 
sidered the  acme  of  pipe- line  achievment. 

"The  Star  Pipe  Line  was  built  by  Vandergrift  &  Forman  in  1867. 

**  In  1871  the  Commonwealth  Oil  and  Pipe  Line  Company  was  organized  in  tbe 
interest  of  the  Oil  Creek  Railroad. 

''Under  the  act  of  1874  of  Pennsylvania,  Vandergrift  &  Forman  organized  tbe 
United  Pipe  Lines,  into  which  a  number  of  lines  were  merged. 

**I  desire  here  to  submit,  as  the  initial  acts  of  Pennsylvania,  that  eventnally 
merged  the  oil  business  of  the  United  States  into  a  monopoly— the  Standard  Oil 
Trust " 

Q.  (By  Mr.  Farquhar.  )  In  the  detailed  statement  you  have  made  of  the  organ- 
ization of  these  varioas  lines,  I  fail  to  find  in  the  case  of  any  of  these  lines  any  of 
the  members,  the  chief  officers,  or  directors  of  the  Standard  Oil  Company  itself  " 
A.  We  have  not  come  to  that  yet. 

Q.  You  mean  to  state  now  that  the  initial  one  of  the  carrier  combinations 
started  after  the  United  Pipe  Line  was  formed?— A.  Yes;  that  is  what  I  propose 
to  show. 

Q.  That  was  in  1874?— A.  Oh,  no;  the  act  was  of  1874;  the  organization  was 
back  in  1871. 
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8.  Was  not  the  United  Pipe  Line  afterwards  the  Gommonwealth  Line? — A.  No. 
.  Are  yon  referring  to  the  old  line  of  Vandergrift  &  Forman  the  jear  they 
made  the  junction  of  the  oil  lines  in  the  United  Pipe  Lines  in  1872?— A.  We  will 
come  to  that  again.  1  can  not  answer  that  question  nntil  1  come  to  it.  I  intended 
to  show  the  consolidation  of  all  these  lines  under  the  proper  period.* 

THE    PENNSYLVANIA  RAILROAD  PERMITS  A  PIPB-LINB    LAW  FOR   EIGHT  COUNTIES 

TO  PASS. 

''The  charters  for  oil-transportation  companies,  granted  by  the  legislature,  were 
few  in  number  and  only  to  a  favored  few,  tne  legislature  steadily  refusing  to  enact 
a  general  law.  In  1872,  after  the  exposure  of  the  South  Improvement  scheme,  the 
legislature  was  constrained  by  the  popular  indignation  thus  aroused  to  pass  a  free- 
pipe  law  covering  the  oil-producing  counties— -Erie,  Crawford,  Forrest,  Warren, 
Venango,  Butler,  Clarion,  and  Armstrong.  Under  that  law  18  lines  were  built 
from  the  producing  districts  to  the  railroads,  the  length  varying  from  5  to  30 
miles."" 

I  desire  to  make  a  remark  here.  In  1873,  when  the  people  of  the  oil  field  were 
so  aroused  over  the  report  of  the  South  Improvement  Company's  organization, 
they  demanded  from  tne  legislature  the  repeal  of  the  South  Improvement  Com- 
pany's charter  and  the  passage  of  the  free-pipe  law,  giving  pipe-line  companies  the 
right  of  eminent  domain.  Myself  and  many  others  went  to  Harrisburg  and  asked 
the  legislature  to  give  us  such  a  law.  We  met  Mr.  Scott,  of  the  Pennsylvania  Rail- 
road Companv — people  all-powerful  in  the  legislative  body  at  that  time,  and  I  do 
not  think  their  strength  is  in  any  way  lessened  at  the  present. 

1  asked  Mr.  Scott,  president  of  the  Pennsylvania  Rauroad,  to  permit  this  law  to 
become  general.  He  refused.  He  said  that  he  would  x)ormit  us  to  have  a  law  for 
the  eight  counties  named,  but  he  would  not  permit  us  to  have  a  law  by  which  we 
could  run  our  pipes  to  the  city  of  Pittsburg.  Our  hone  was  to  get  a  law  by  which 
"we  could  reach  competing  lines  of  railroad  and  the  Ohio  River,  so  that  we  might 
transport  our  product  by  water.  He  said  he  would  x)ermit  a  law  to  pass  for  the 
ei^ht  counties  named,  but  he  would  provide  in  the  law  that  no  pipe  should  go 
within  a  mile  of  the  State  line,  or  witnin  a  mile  of  any  railroad  but  the  Penn- 
sylvania. The  oil-producing  people  woi^d  not  accept  that  provision  in  the  bill. 
By  force  of  circumstances,  and  almost  a  resort  to  arms,  it  was  finally  conceded 
that  we  should  have  the  eight  counties,  but  we  were  not  permitted  to  have  Alle- 
gheny County,  that  we  might  get  to  Pittsburg  for  the  competition  named.  This 
is  personal  experience. 

RISE  OF  THE  MONOPOLY. 

''After  the  adoption  of  the  new  constitution,  the  Wallace  Corporation  Act, 
carefully  excluding  from  its  provisions  transportation  of  oil,  was  passed  by  the 
lefipslature,  and  in  less  than  two  years  the  old  South  Improvement  combination, 
now  known  as  the  Standard  Oil  Trust,  had,  by  a  corrupt  bargain  with  all  the 
railroads,  forced  all  but  one  of  these  lines  built  under  the  act  of  1872  into  bank- 
mptcy,  and,  practically,  sale  to  itself." 

This  is  where  these  were  consolidated— the  Vandergrift  &  Forman,  but  they 
were  forced  in  by  the  monopoly. 

Q.  (By  Representative  Livingston.)  Explain  what  you  mean  by  monopoly; 
whether  the  word  is  used  advisedly  or  not. — A.  It  was  at  that  time.  Perhaps  I 
might  say  the  word  monopoly  there  would  be  a  little  premature,  because  it  nad 
not  accomplished  all  its  plans  to  get  absolute  control  of  the  business. 

Q.  (By  Mr.  ELennedy.)  Has  it  ever  had  absolute  control  of  the  business?— A. 
Absolutely  so. 

Q.  Competition  wiped  out  entirely?— A.  Entirely  so;  there  was  a  time  when  I 
did  not  know  of  a  living  independent  refiner. 

Q.  (By  Representative  Livingston.)  The  word  monopoly  means  the  Standard?— 
A.  It  does. 

Q.  We  would  rather  hereafter  you  would  say  the  Standard  Oil  Company. — A. 
It  will  not  suit  when  I  get  a  little  further  along. 

Q.  There  are  so  many  monopolies  that  1  do  not  know  which  you  are  speaking  of. 

Q.  (By  Mr.  Kennedy.)  Is  there  any  monopoly  now?— A.  If  you  will  allow  me 
to  go  on,  I  will  get  to  these  things;  there  will  come  a  time  when  you  can  shoot  all 
the  shot  at  me  you  want  to;  but  to  answer  that  question  would  be  a  little  premature 
until  you  have  heard  all  my  argument. 

Q.  I  withdraw  that  question. 


'Seep.  68a  *  See  pp.  i2»,  4^ 
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'*  The  old  oil  fields  are  now  entirely  at  the  mercy  of  the  monopoly:  and  npon  flie 
development  of  the  new  Bradford  diatrict,  the  monopoly  through  its  traoaporta^ 
tion— tne  United  Pipe  Lines  and  the  American  Transfer  Company— tiiok  pooaea- 
sion  of  that  field  also.  Since  1876  the  whole  oil  district,  covering  nine  oonnties 
(and  with  the  Pennsylvania  Railroad  or  one  of  its  branches  within  from  I  to  20 
miles  of  every  well) ,  has  been  nnder  the  complete  dictation  of  this  tmst.  A  brief 
statement  of  the  history  of  this  tmst,  its  methods  and  policy,  its  inflnenoe  npon 
the  cmde  and  refining  mdnstries  and  npon  the  oil  regions  generally,  togetiier  witii 
certain  inferences  to  be  drawn  tiierefrom,  may  enable  the  commission  to  form 
some  estimate  of  its  fntnre,  and  possibly  to  sngmst  some  relief  from  its  banefnl 
inflnence.  Twenty-nine  years  ago  the  Standard  Oil  Company  was  a  corparation 
located  at  Cleveland,  Ohio,  with  a  capital  of  less  than  a  million  dollars. '* 
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SIZE  OP  THE  STANDARD  OIL  COMPANY  IN  1870. 

Now  I  wish  to  digress;  I  wish  to  show  the  holdings  of  the  Standard  Oil  Com- 
ly.  I  propose  to  give  the  commission  the  testimony  of  Mr.  Flagler,  v^hid  I 
leard  at  the  time,  and  which  is  of  record  in  this  book.  The  book  is  the  report  of 
the  investigation  of  the  sngar  tmst  and  the  Standard  oil  tmst  by  the  Caminittee 
on  Manufactures  of  the  Honse  of  Representatives  in  1888.  (Honse  Reports,  Fif- 
tieth Congress,  first  session,  vol.  9.) 

Mr.  Gowen  usks  the  qnestion  fp.  288): 

"  Were  yon  a  stockholder  of  the  Standard  Oil  Company  of  Ohio,  as  well  aa  an 
officer?— A.  Yes,  sir. 

'*  Q.  From  what  time?  When  did  you  first  become  such?— A.  B^rom  its  organi- 
zation. 


'*  Q.  In  what  year  was  that?-^A.  I  think  early  in  1870. 


.  1 1 


Were  you  not  connected  in  any  manner  with  the  oil  trade  or  with 
tions'or  corporations  interested  in  or  connected  with  the  oil  trade  prior  to  the 
formation  of  the  Standard  Oil  Company  of  Ohio?— A.  I  was  a  member  of  the  fioiu 
of  Rockefeller,  Andrews  &  Flagler. 

Where  was  it  located?— A.  Cleveland,  Ohio. 
What  was  their  business?— A.  Refining  oil. 
That  was  a  private  partnership,  was  it  not?— A.  Yes,  sir. 
Did  it  engage  directly  in  the  business  of  refining?— A.  Yes,  sir. 
Did  that  firm  erect  refining  works,  or  did  they  buy  them  from  some  one 
else?— A.  They  bought  works  Irom  two  firms,  one  of  which,  I  believe,  was  Rocke> 
feller  &  Co.  and  the  other  Rockefeller  &  Andrews.    They  succeeded  those  two 
firms. 

*'Q.  Were  you  interested  in  either  before  you  became  a  member  of  the  new 
firm?— A.  I  was  not. 

*'Q.  Were  you  in  business  with  them  or  connected  with  them  in  any  way? — ^A. 
I  was  not 

'  Q.  When  your  own  firm  came  into  existence,  or  after  it  had  gone  into  business, 
what  was  the  extent  of  its  refining  capacity?— A.  Aa  well  as  I  can  recollect,  6U0 
barrels  a  day  of  crude  oil. 

**  Q.  Your  firm  practically,  therefore,  formed  the  Standard  Oil  Company  of  Ohio 
and  turned  its  works  over  to  that  company?— A.  Yes,  sir. 

''  Q.  And  accepted  stock  in  that  com^MUiy  in  consideration  of  its  theretofore 
private  ownership  in  the  firm?— A.  Yes.  sir. 

**  Q.  What  was  the  capital  of  the  Standard  Oil  Company  of  Ohio?— A.  One  mil- 
lion dollars." 

That  is  as  far  as  I  need  to  go;  and  I  want  this  commission  to  bear  in  mind  now 
that  the  Standard  Oil  Company  of  Ohio  owned,  in  1870  and  1871 ,  600  barrels  refin- 
ing capacity.  I  will  call  your  attontion  later  on  to  their  ownership  in  1879,  in 
testimony  before  the  Hepburn  committee,  which  was  appointed  by  the  New  York 
State  legislature.    I  will  leave  that  part  of  the  subject  for  the  present. 

RAILROAD  MAONATES  BECOME  STOCKHOLDERS  IN  THE  STANDARD. 

Soon  after  this  it  was  reorganized,  when  Scott,  of  the  Pennsylvania  Railroad; 
Vanderbilt,  of  the  New  York  Central  Railroad;  Jewett,  of  the  Erie  Railroad; 
Watson,  of  the  Lake  Shore  Railroad,  and  other  railroad  managers  became  inter- 
ested  in  it  as  large  stockholders.  With  the  influence  thus  gained  it  attempted 
the  establishment  of  the  South  Improvement  Company.    This  attempt  failed. 

Just  there  I  desire  to  call  your  attontion,  on  page  6  of  this  pamphlet,  to  the  incor- 
I>oration  of  the  South  Improvement  Company, 
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OHABTEB  OF  THE  SOUTH  IMPROVEMENT  COMPANY. 

AN  ACT  to  incorporate  the  South  Improyement  Company. 

Sbcttion  1.  Be  it  enacted  by  the  senate  and  howte  of  representatives  of  the  Com- 
monwealth  of  Pennsylvania  tn  general  assembly  met,  and  it  is  hereby  enacted  by 
the  atUhority  of  the  same.  That  S.  S.  Moon,  R.  D.  Barclay,  John  A.  Fowler,  or  a 
majority  of  them,  their  associates,  sncceesors,  and  assigns,  be,  and  they  are  hereby, 
anthorized  and  empowered  to  form  and  be  a  body  corporate,  to  be  known  as  the 
Sonth  Improvement  Company,  which  shall  be,  and  is  hereby,  vested  with  all  the 
powers,  privileges,  duties,  and  obligations  conferred  npon  the  act  to  corporate  the 
Pennsylvania  Company,  by  the  act  of  the  legislature  of  Pennsylvania,  approved 
the  7th  day  of  Apru,  A.  D.  1870,  and  the  supplement  thereto. 

Sec.  2.  That  the  stockholders  of  said  company,  by  and  with  the  consent  of  the 
holders  of  not  less  than  two-thirds  of  the  shares  of  stock,  be,  and  they  are  hereby, 
anthorized  to  change  the  name  and  title  of  the  said  company  and  designate  the 
location  of  its  general  office,  which  changes  shaU  be  valid  after  the  filing  of  a  cer- 
tificate in  the  office  of  the  secretary  of  the  Conmionwealth,  signed  by  the  President 
and  attested  by  the  seal  of  the  said  company. 

Jambs  H.  Webb, 
Speaker  of  the  House  of  Rgpresentatives. 
William  A.  Wallace, 

Speaker  of  the  Senate, 
Ax>proved  the  6th  day  of  May.  A.  D.  1871. 

Jno.  W.  Geary. 

charteb  op  the  pennsylvania  company. 

I  desire  to  have  this  act  re&d,  because  I  was  asked  this  morning  by  one  of  the 
commissioners  what  power  they  had  under  the  South  Improvement  Company 
charter.  I  should  like  to  reply  to  that  question  before  the  commission,  if  I  dare, 
what  a  very  eminent  jnd^e  said  in  our  section  of  the  country  relative  to  the  powers 
of  this  company,  but  as  it  is  not  perhaps  preliminary,  1  will  tell  the  story  after- 
wards. I  desire  to  have  Senator  Lee  read  this  incorporating  act.  I  do  that  because 
I  wish  this  commission  to  hear  the  unparalleled  privileges  granted  under  the  char- 
ter and  why  they  sought  it;  and  I  desire  to  follow  this  along  and  show  you  that 
mrs  after  that  time  thev  acquired  the  same  charter  under  a  different  head. 
Charters  were  for  sale.  Tney  were  manufactured  by  the  legislature  of  the  State 
of  Pennsylvania  for  that  purpose.  I  know;  I  have  spent  seventeen  years  of  my 
life  there. 

AN  ACT  to  incorporate  the  Pennsylyania  Company. 

Section  1.  Be  it  enacted  by  the  senate  and  house  of  representatives  of  the  Com- 
fnontoealth  of  Pennsylvania  in  general  assembly  met,  and  it  is  hereby  enacted  by 
theatUhoHty  of  the  same.  That  Andrew  Howard,  J.  S.  Swartz,  G.  B.  Edward.  J.  D. 
Wellsto,  and  «J.  T.  Malin,  their  associates,  successors,  and  assigns,  or  a  majority 
of  them,  be,  and  they  are  hereby,  authorized  to  form  and  be  a  oody  corporate,  to 
be  known  as  the  Pennsylvania  Company,  and  by  that  name,  style,  and  title  shall 
have  perpetual  succession  and  all  the  privilege,  franchisee,  and  immunities  inci- 
dent to  a  corporation;  may  sue  and  be  sued,  implead  and  be  impleaded,  complain 
and  defend  in  allxourts  of  law  and  canity,  of  record  and  otherwise;  may  purchase, 
Toceive,  hold,  ana  enjov,  to  them,  tneir  successors,  and  assigns,  all  such  lands, 
tenements,  and  leaseholds,  estates  and  hereditaments,  goods  and  chattels,  securi- 
ties and  estates,  real,  personal,  and  mixed,  of  what  kind  and  quality  soever,  as 
may  be  necessarv  to  erect  depots,  engine  houses,  tracks,  shops,  and  other  purposes 
of  said  coriK>ration,  as  hereafter  defined  by  the  second  section  of  this  act;  and  the 
Bftme  from  time  to  time  may  sell ,  convey,  mortgage,  encumber,  charge,  pledge,  grant, 
l^fMe,  sublease,  alien,  and  dispose  of,  and  also  make  and  have  a  common  seal,  and  the 
same  to  alter  and  renew  at  pleasure,  and  ordain,  establish,  and  put  in  execution 
snch  by-laws  or  ordinances,  rules,  and  regrulations  as  may  be  necessary  or  conven- 
ient for  the  government  of  the  said  corporation,  not  being  contrary  to  the  consti- 
tution and  laws  of  this  Commonwealth,  and  generally  mav  do  all  and  singular  the 
matters  and  things  which  to  them  shall  appertain  to  do  for  the  well  being  of  the 
Bud  corporation  and  the  management  and  ordering  of  the  affairs  and  business  of 
the  same:  Provided,  That  nothing  herein  contained  shall  be  so  construed  as  to  give 
Y>  the  said  corporation  any  banking  privileges  or  franchises  or  the  privilege  of 
wiing  their  obligations  as  money. 

Sbc.  3.  That  the  corporation  hereby  created  shall  have  power  to  contract  with 
^y  person  or  persons,  firms,  corporations,  or  any  other  party,  howsoever  formed, 
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existing,  or  that  may  hereafter  exist,  in  any  way  that  said  parties  or  any  of  them 
may  have  anthority  to  do,  to  bnild,  construct,  maintain,  or  manage  any  "work  or 
works,  pnblic  or  private,  which  may  tend  or  be  designed  to  inclnde,  incioaoe,  fa- 
cilitate, or  develop  trade,  travel,  or  the  transportation  or  conveyance  of  freight. 
live  etock,  passengers,  or  any  other  traffic,  by  kmd  or  water,  from  or  to  any  part 
of  the  United  States  or  the  Territories  thereof ;  and  the  said  company  shidl  also  bave 
power  and  aathority  to  snpply  or  famish  all  needful  material,  labor,  implementa. 
Instruments,  and  fixtures  of  any  and  every  kind  whatsoever,  on  such  terma  and 
conditions  as  may  be  agreed  ujpon  between  the  i>arties,  respectively,  and  ailao  to 
purchase,  erect,  construct,  maintain,  or  conduct,  in  its  own  name  and  for  its  own 
benefit,  or  otherwise,  any  such  work,  public  or  private,  as  they  may  by  law  be 
authorized  to  do  (including  also  herein  lines  for  telegraphic  communication) ,  and 
to  aid,  cooperate,  and  unite  with  any  company,  person,  or  firm  in  so  doing. 

Sec.  3.  The  company  hereby  created  shall  also  have  the  power  to  make  pur- 
chases and  sales  of  or  investments  in  the  bonds  and  securities  of  other  compazuee, 
and  to  make  advances  of  money  and  of  credit  to  other  companies,  and  to  aid  in 
like  manner  contractors  and  manufacturers,  and  to  receive  and  hold,  on  deposit 
or  as  collateral  or  otherwise,  any  estate  or  property,  real  or  personal,  including 
the  notes,  obligations,  and  accounts  of  individuals  and  companies,  and  the  same 
to  purchase,  collect,  adjust,  and  settle,  and  also  to  pledge,  sell,  and  dispose  thereof 
on  such  terms  as  may  be  agreed  on  between  them  and  the  parties  contracting  with 
them ;  and  also  to  indorse  and  guarantee  the  payment  of  the  bonds  and  the  x)erf  orm- 
ance  of  the  obligations  of  other  corporations,  firms,  and  individuals,  and  toassnme, 
become  responsible  for,  execute,  and  carry  out  any  contracts,  leases,  or  subleases 
made  by  any  comiumy  or  companies,  individuals,  or  firms  whatsoever. 

Sec.  4.  The  company  hereby  created  shall  also  have  power  to  enter  upon  and 
occupy  the  lands  of  individuals  or  of  companies  on  making  payment  therefor  or 
giving  security  according  to  law  for  the  purx)oee  of  erecting,  constructing,  main- 
taining, or  managing  any  public  work,  such  as  is  provided  for  or  mentioned  in 
the  second  section  of  this  act,  and  to  construct  and  erect  such  works  thexeon, 
and  also  such  buildiufcs,  improvements,  structures,  roads,  or  fixtures  as  may 
be  necessary  or  convenient  for  the  purposes  of  said  company,  under  the  po-wers 
herein  granted;  and  to  purchase,  make,  use,  and  maintain  any  works  or  improve- 
ments connecting  or  intended  to  be  connected  with  the  works  of  the  said  com- 
pany; and  to  merge  or  consolidate  or  unite  with  the  said  company  the  improve- 
ments, property,  and  franchises  of  any  other  company  or  companies  on  snch 
terms  and  conditions  as  the  said  company  may  agree  upon;  and  to  fix  and  r^gn- 
late  the  tolls  or  charges  to  be  charged  or  demanded  for  any  freight,  property, 
or  passengers  traveling  or  passing  over  any  improvement  erected,  managed,  or 
owned  by  the  said  company,  or  on  any  merchandise  or  property  transported  over 
any  road  whatever  by  the  said  company,  and  to  make,  from  time  to  time,  dividends 
from  the  profits  made  b^  the  said  company;  the  several  railroads  managed  by 
said  company  shall  continue  taxable,  as  heretofore,  in  proportion  to  their  length 
within  this  State,  respectively;  and  the  said  Pennsylvania  Company  shall  be  tax- 
able only  on  the  proportion  of  dividends  on  its  capital  stock  and  upon  net  earnings 
or  income,  only  in  proportion  to  the  amount  actually  carried  by^  it  within  the  State 
of  Pennsylvania,  and  on  its  earnings  or  income  derived  from  its  business  beyond 
the  limits  of  this  Commonwealth  shall  not  be  liable  for  taxation. 

HOW  THE    NATIONAL   TRANSIT  COMPANY   (STANDARD)   GK>T  THE  SAME  CORPORATE 
POWERS  WHICH  THE  SOUTH   IMPROVEMENT  COMPANY  HAD  HAD. 

1  simply  wanted  the  commission  to  understand  the  powers  given  under  this 
incorporation.  I  desire  to  call  your  attention,  incidentally,  now  to  page  15^  of  this 
pamphlet:  ' '  When  the  popular  excitement  raised  against  the  South  Improvement 
Company,  which  resulted  m  the  repeal  of  the  act  to  incorporate  it,  had  subsided, 
the  trust,  for  the  purpose  of  its  transportation  business  in  Pennsylvania,  secured 
a  franchise  substantially  as  follows: 

*'An  act  to  incorporate  the  Overland  Contract  Company  was  approved  March 
22, 1871." 

That  is  the  act  for  transporting  oil  by  pipe  line  throughout  the  State  of  Penn- 
sylvania; and  the  provisions  of  the  Southern  Railway  Security  act,  or  the  Over- 
land Contract  Company  act,  are  the  same  as  the  Pennsylvania  Company,  or  the 
South  Improvement  Company  act  identically.  It  is  simply  the  same  act  with 
another  head.  I  can  refer  you,  if  you  choose,  to  some  twelve  or  fifteen  similar 
charters.    The  body  of  the  act  has  been  read  under  another  name. 

Q.  (By  Mr.  Kennedy.)  Can  you  refer  the  commission  to  the  full  text  of  the 
act?~A.  That  is  the  identical  act. 
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Q.  The  one  yon  read,  incorporating  the  Pennsylvania  Company?— A.  Yes. 
What  I  mean  to  say  is  that  this  act  as  read  by  Senator  Lee  is  the  identical  act 
under  which  the  National  Transit  Company  is  organized  and  from  which  they 
get  all  their  privileges;  and  there  is  nothing  not  set  forth  in  that  act. 

Q.  Do  they  get  their  powers  and  privileges  from  this  old  corporation  without 
having  to  go  to  the  secretary  of  state  for  any  charter?— A.  The  National  Transit 
Coiapemy  people  bonght  this  charter  nnder  which  the  National  Transit  Company 
is  organized  on  March  8, 1881,  for  $16,250.  The  provisions  of  that  law  are  just 
the  saine  as  the  provisions  of  the  South  Improvement  Company  act— one  and  the 
same,  in  every  word,  letter,  and  line. 

C2*  (By  Mr.  Farquhar.)  How  long  was  the  South  Improvement  Company  in 
existence?— A.  About  three  months. 

Q.  And  immediately  after,  the  other  company  was  organized  with  the  same 
ri^ts  and  privileges,  but  not  the  same  title.    How  did  they  come  to  get  the 
privilege  when  they  applied?— A.  It  is  another  company, 
^d  contemporaneous?— A.  No;  in  1881. 
Whenwas theSouthlmprovementCompanyactrepealed?- A.  March 25, 1872. 

^  Then  how  was  it  possible  for  another  company,  except  by  an  entire  reenact- 
ment,  to  take  all  the  privileges  of  the  South  Improvement  Companv?— A.  The 
body  of  the  South  Improvement  Company  act  is  just  the  same  as  the  Dody  of  the 
Southern  Railway  Security  Company  act.  As  I  have  said,  there  were  twelve  or 
fifteen  other  charters  of  the  same  character,  with  the  same  body. 

THE  OIL  BUSINESS  WAS  FREE  TO  ALIi  AT  FIRST. 

Now,  from  1872,  of  which  I  have  given  you  a  history,  up  to  the  purchase  of  this 
charter  in  1881, 1  will  endeavor  to  show  you  what  relations  the  South  Improve- 
ment Company  have  had  to  the  Standard  Oil  Company;  and  I  come  simplv  now 
to  the  South  Improvement  Company  charter.  I  must  travel  along  to  1874  before 
I  can  give  you  the  connection.  I  have  occasion,  however,  to  refer  to  this;  but  bear 
in  mind  you  are  speaking  of  the  Standard  Oil  Company,  and  perhaps  I  may  be 
speaking  of  the  National  Transit  Company,  which  is  one  of  the  lines  of  the  Standard 
Oil  Company  of  Pennsylvania.  I  desire  you  to  understand  this  franchise  carried 
with  it  aU  the  i)owers  and  privileges  exercised  by  the  South  Improvement  Company, 
of  unlimited  capital  and  power. 

Q.  The  question  is,  did  other  companies  of  .Pennsylvania  have  just  as  good 
privileges  at  that  time?— A.  No;  the  business  was  in  everybody's  hands  at  this 
time.  It  was  just  as  free  for  you  to  go  into  the  oil  business  and  transport  your 
oil  down  the  Allegheny  River  and  on  the  railroads  as  for  you  to  go  and  nsh  in  the 
Potomac.  You  could' put  your  money  into  a  well  or  pipe  line,  or  anything  you 
wanted  to.  It  was  absolutely  free  and  open  to  everybody.  There  were  no 
encroachments,  no  hampering  at  that  time. 

Q.  Was  there  any  attempt  on  the  part  of  any  of  the  other  refiners  and  producers 
to  get  a  charter  of  equal  privileges  with  this  South  Improvement  Company?— A. 
Not  to  my  knowledge. 

Q.  From  1872  to  1881?— A.  I  do  not  know  about  that. 

DRAWBACKS  AND  REBATES  MADE  THE  TROUBLE. 

Q.  Was  it  the  lack  of  taking  advantage  of  combination  at  that  time  that  handi- 
capped the  parties  who  did  not  combine  as  these  parties  had?— A.  A  man  was  at 
that  time,  I  believe,  and  undoubtedly  is  at  this,  disposed  to  obey  the  laws  of  the 
comitry.  The  old  constitution  of  the  State  of  Pennsylvania,  the  new,  and  I  think 
ever^  otiier  constitution  of  any  of  the  States  of  the  Union,  prohibited  undue  dis- 
crimination.   It  was  against  the  law. 

The  whole  difficulty  arising  to-da^  is  due  to  the  discriminating  rates.  The  rail- 
roads of  this  country  are  respoilsible  to-day  for  the  existence  of  these  trusts, 
because  they  gave  the  favored  shippers  such  drawbacks  and  rebates  that  finally 
the  Standard  Oil  Company,  with  its  privileges,  drove  the  entire  oil  industry  into 
its  own  hands.  I  do  not  say  for  a  moment  but  that  these  people  had  the  risht  to 
do  this  if  they  wanted  to,  but  I  do  say  that  when  they  did  do  it  they  were  violators 
of  the  common  law,  and  that  I  would  not  connect  myself  with  them  on  that  ^ound. 
I  was  an  original.  I  was  there;  I  had  my  refineries;  I  built  my  pipe  line  in  1868 
and  in  1870,  long  before  I  knew  anything  of  these  people.  I  did  not  see  fit  to  place 
my  fortunes  in  their  hands.  Dollars  and  cents — yes;  it  would  have  been  millions 
to  me  if  I  had,  but  I  did  not  feel  that  I  could  surrender  my  principles  under  the 
arrangement,  or  the  la^  set  forth  under  the  South  Improvement  Company.  But 
the  most  damnable  thing  that  followed  was  the  contract.    While  it  has  been  given 
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in  evidence  upon  this  floor  that  the  Standard  Ofl  Cknnpany  axe  not  responaiMe  for 
the  acts  of  the  South  Improvement  Company,  bat  the  contract  that  followed — 
that  was  framed  in  Cleveland  and  bronffht  to  the  Pennjirlvania  Railroad  and  they 
accepted  it,  and  the  contract  was  signed  by  J.  Edgar  Thompson,  president  of  tiie 
road  at  that  time. 

Q.  Were  not  all  the  railroads  wildcattinff  at  that  thne,  anyway?— A.  No,  air.  I 
do  not  donbt  bat  railroads  were  giving  discriminating  rates;  I  have  expreaaed 
myself  firmly  apon  that  qaestion.  Yoa  know  it->4M  a  business  man,  yon  know  it; 
and  1  will  show  yon  before  I  leave  this  floor  that  discriminations  have  been  made 
right  ap  almost  to  the  present  time. 

THE  CONTRACT    BETWEEN    THE   SOUTH    IJCPBOYBMENT    COMPANY  AND  THX    VKSTS- 

STLVANIA  BAILROAD  COMPANY. 

Now,  I  desire  to  call  yonr  attention  to  the  contract  between  the  Soath  Improre- 
ment  Company  aud  the  Pennsylvania  Railroad,  dated  January  18,  1872,  and  I 

f propose  to  show  yon  before  I  quit  that  this  contract  went  into  existenoe  abao- 
utelv  and  was  signed  by  the  poresident,  although  it  has  been  denied  upon  tfada 
stand  that  it  ever  went  into  operation.    Page  35  of  my  pamphlet 

Q.  (By  Representative  Livingston.)  For  what  purpose?— A.  It  is  to  show  yon 
the  contract  that  was  made  between  the  Pennsylvania  Railroad  and  the  Sontb 
Improvement  Company. 

Q.  Is  that  a  verified  statement  you  read?— A.  I  will  read  the  contract  itael£» 
signed  by  the  Pennsylvania  RiUlroad. 

Q.  That  Is  a  verified  copy,  is  it?— A.  Oh,  it  is  in  the  investigation  of  1871,  aad  it 
is  all  in  the  Congressional  report  of  1888,  and  the  Hepburn  committee's  proceed- 
ings, and  in  all  investigations  that  have  been  going  on.  It  seems  to  me  that  inves- 
tigations don't  amount  to  a  cent.  It  is  printed;  in  all  the  libraries  in  the  United 
.  States  it  can  be  had,  or  in  any  town  library— the  history  of  this  very  business  I  am 
relating.     [See  Fiftieth  Congress,  first  session,  House  Keports,  vol.  9,  pp.  3o7.J 

''Agreement  made  and  entered  into  this  18th  day  of  January,  in  the  year  1872, 
by  and  between  the  South  Improvement  Company,  a  corporation  organized  and 
existing  under  the  laws  of  the  State  of  Pennsylvania,  party  hereto  of  the  first 
part,  and  the  Pennsylvania  Railroad  Company,  on  its  own  behalf  and  on  behalf 
of  all  other  railroad  companies  whose  roads  are  controlled,  owned,  or  leased  by  it, 
or  with  which  it  has  sufficient  running  arrangements,  which  other  roads  are  berein 
described  as  the  connections  of  the  said  Pennsylvania  Railroad  Company,  party 
hereto  of  the  second  part,  witnesseth: 

*'  Whereas  the  party  hereto  of  the  first  part  has  been  organized  for  the  purpoae, 
among  other  things,  of  increasing,  facilitating,  and  developing  the  trade  in  and 
the  conveyance  and  transportation  of  petroleum  and  its  products,  and  for  that 
purpose  proposes,  among  other  things,  to  expend  large  sums  of  money  in  the  par- 
chase,  erection,  and  construction  of,  and  maintaining  and  conducting  works  foe- 
storage,  distillation  and  refining,  warehousing  and  transportation,  and  in  varioos 
other  ways,  upon  the  inducement,  among  other  things,  of  this  coniract; 

''And  whereas  the  magnitude  and  extent  of  the  business  and  operations  pro- 
posed to  be  carried  on  by  the  party  hereto  of  the  first  part  will  greatlv  promote 
the  interest  of  the  party  hereto  of  the  second  part,  and  nmke  it  desirable  for  it  by 
fixing  certain  rates  of  freight,  drawbacks,  and  rebates,  and  by  the  other  pro- 
visions of  this  agreement,  to  enoourage  the  outlay  proposed  by  the  party  hereto 
of  the  first  part,  and  to  facilitate  and  increase  the  transportation  to  be  received 
from  it. 

DIVISION  OF  PETROLEUM  TBAFFIC. 

**  And  whereas  it  has  been  agreed  bv  and  between  the  party  hereto  of  the  second 
part,  for  itself  and  its  connections,  the  E^rie  Railroad  Company,  for  itself  and  its 
connections,  and  the  New  York  Central  Railroad  Company,  for  itself  and  con- 
nections, that  the  business  of  transporting  by  railroad  crude  petroleum  and  its 
products  toward  the  Atlantic  coast,  from  the  points  of  production  and  refining:  on 
their  lines  of  road,  shall  be  allotted  by  the  party  hereto  of  the  fint  part  to  the  said 
three  companies  in  the  proportion  of  45  per  cent  of  the  whole  to  the  Pennsvlvania 
Railroad  Company,  for  itself*  and  its  connections,  including  the  Philadelphia  and 
Erie  Railway,  the  Northern  Central  Railway,  the  Alleghenv  Valley  Railroad, 
Camden  and  Amboy  Railway,  the  Pennsylvania  Company,  and  all  other  railroads 
which  are  or  may  be  controlled,  owned,  and  leased  by  it  or  with  which  it  has  or 
may  have  sufficient  running  arrangements;  27^  per  cent  of  the  whole  to  tbe  Erie 
Railway  Company,  for  itself  and  its  oonnectionB;  and  27i  per  oent  of  the  whole  to 
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the  Ne'w  York  Central  Railroad  Company,  for  itself  and  its  connections,  and  that 
the  transportation  beyond  Cleveland  and  Pittsburg  over  the  railroads  of  the  said 
companies  and  their  connections,  in  other  directions  than  toward  the  Atlantic 
coast,  ^est  from  said  points  of  production  and  refining,  shall  be  allotted  by  the 
party  hereto  of  the.  trst  jMurt  in  the  proportion  of  one- third  thereof  to  the  party 
hereto  of  the  second  part,  for  itself  and  its  Western  c*x>nnections,  and  the  remainder 
to  other  ra  Iroads.'* 

That  means  this:  that  all  oil  going  to  the  Atlantic  coast  shall  be  divided  as  set 
forth,  27i  per  cent  to  the  Erie,  27^  per  cent  to  the  New  S'ork  Central,  and  45  per 
cent  to  the  Pennsylvania,  leaving  the  balance  of  trade,  wh  ch  was  ai  portioned  to 
be  about  10  per  cent,'  to  the  Western  conntry,  and  it  should  be  divided  between 
three  roads.  Do  yon  nnderstand?  That  is  to  say,  the  10  per  cent  going  to  the 
Weet  for  the  Western  consumption,  the  rebate  agreed  by  the  railroads  to  pay  to 
be  upon  the  same  basis,  and  snail  be  divided  third  and  third,  the  Pennsylvania 
Baiiroad  paying  into  the  hands  of  the  Sonth  Improvement  Company  27^  per  cent, 
etc.     Tbat  is  the  division. 

**  Now,  therefore,  this  agreement  witnesseth.  that  the  parties  hereto,  for  them- 
selves and  their  snccessors.  in  considerat  on  of  the  premises,  of  the  mutual  execu- 
tion hereof,  and  of  the  mutual  advantages  hereby  conferred,  have  covenHUtedand 
agreed,  and  do  hereby  covenant  and  agree,  each  with  the  other,  as  follows: 

"ARTICLE   FIRST. 

"  The  party  hereto  of  the  first  part  covenants  and  agrees: 

''1.  To  furnish  to  the  party  hereto  of  the  second  part,  for  transportation,  such 
a  proportion  of  the  crude  petroleum  and  its  products  owned  or  controlled  by  the 
party  hereto  of  the  first  part  as  shall  give  to  the  party  hereto  of  the  second  part 
45  per  cent  of  all  the  cruae  petroleum  and  its  products  sent  from  the  points  ofj>ro- 
duction  and  refining  toward  the  Atlantic  coast  by  the  said  Pennsylvania,  the  Erie, 
and  the  New  York  Central  railroads  and  their  connections,  and  38^  per  cent  of 
that  wh'ch  is  sent  west  of  Pittsburg  and  Cleveland  by  those  railroads  and  their 
connections. 

*'2.  To  provide  suitable  tankage  at  the  points  where  petroleum  is  produced  on 
the  railroads  of  the  party  hereto  of  the  second  part  and  its  connections  in  which 
to  receive  crude  petroleum  preparatory  to  shipment,  with  the  necessary  pipes, 
pumiM,  racks,  and  other  appliances  for  its  convenient  transfer  bulk  into  railroad 
cars. 

**3.  To  deliver  to  the  railroads  of  the  party  hereto  of  the  second  part  and  its 
connections  at  the  places  of  shipment  and  to  receive  from  them  at  the  places  of 
destination  all  crude  petroleum  and  its  products  transported  over  their  railroads 
for  the  party  of  the  first  part. 

**4.  To  provide  at  the  places  of  destination  on  the  seaboard  necessary  and  suit- 
able yards,  wharves,  warehouses,  sheds,  tanks,  pipes,  pumps,  and  motive  power 
for  the  reception  of  petroleum  and  its  products  and  loaaing  vessels  therewith." 

I  want  you  to  follow  this  contract  right  there.  I  propose  to  show  to  you  that  th's 
contract  has,  in  fact,  been  carried  out  to  the  letter  irom  the  day  of  its  inception,  in 
spite  of  the  repeal  of  the  South  Improvement  Com])any  charter. 

**5.  To  provide,  maintain,  and  operate  the  works  necessary  to  refine  crude 
petroleum  upon  the  largest  scale  practicable,  and  with  such  skill  and  on  such 
ft  system  of  organization  and  division  of  labor  as  will  secure  both  efficiency  and 
economy;  and  for  that  purpose,  and  for  the  purx>ose  of  developing  and  increasing 
the  petroleum  trade  or  the  country,  to  provide  and  maintain  all  suitable  and 
necessary  means  and  facilities. 

KXCORD8  OP  THE  TRANSPORTATION  OP  ALL  PETROLEUM  AND  ITS  PRODUCTS. 

"6.  To  keep  records  of  the  transportation  over  the  railroads  of  the  party  hereto 
of  the  second  part,  and  its  connections,  and,  so  far  as  it  can  obtain  the  same,  over 
the  Erie  and  the  New  York  Central  railroads  and  their  connections,  of  all  petro- 
leum and  its  products'*— 

That  they  may  ship  under  this  contract— bear  that  in  mind— of  all  petroleum 
Mid  its  products. 

''Showing  the  number  of  barrels  of  45  gallons  each  in  bulk  and  the  number  of 
oarrels  of  47  gallons  in  barrels  carried  by  each  road,  with  the  points  of  receiving 
and  delivery  and  the  amount  of  freight  received  by  each  road,  for  such  transpor- 
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tation,  which  records  shall  at  all  reasonable  times  be  open  to  the  inspection  of  the 
duly  constitated  representatives  of  the  party  hereto  of  the  second  pvt** ' 

That  is  to  say,  the  railroads  are  open,  absolutely,  to  the  inspection  of  this  oom- 
pany;  that  they  had  the  right  to  go  in  at  any  time  and  take  down  from  the  place 
of  deposit  those  books  and  look  over  them  and  see  that  which  I  ship  or  anybody 
else  snips. 

**  Monthly  abstracts  of  aU  snch  records  shall  be  regularly  sent  to  the  party  of 
the  second  part" 

See  how  complete.  That  an  abstract  of  those  books  must  be  sent  to  the  office  of 
this  company  tnat  they  may  look  into  the  business  of  Governor  Harris,  Mr.  Phil- 
lips, or  Mr.  Farquhar— anybody,  it  does  not  matter  whom.  That  was  the  power 
gTven;  and  I  simply  say,  if  prou  will  take  the  evidence  of  the  investi^tion  of  1871 
and  1872,  take  the  investigations  of  the  Hepburn  committee,  take  the  investigatioos 
of  the  State  of  Pennsylvania,  and  every  scintilla  of  evidence  produced,  and  yon 
will  find  that  this  contract  has  been  carried  out  to  the  letter,  even  up  to  thepreeent 
time.  There  is  no  secrecy  in  my  business  to-day.  My  business  is  known  efvj 
twenty-four  hours,  just  exactly  what  I  do.  I  make  that  assertion  because  1  can 
produce  the  evidence.  , 

Q.  (By  Mr.  Farquhar.)  Possibly  these  parties  entering  into  contracts  with  tbe 
railroads  are  a  little  afraid  of  the  railroads  themselves  cheating?— A.  That  migbt 
be  so. 

'*  7.  To  pay  the  party  of  the  second  part  weekly  for  all  transportation  oTerits 
roads  and  its  connections  of  petroleum  and  its  products  such  gross  rates  and  hili 
rates  of  freight  as  are  hereinafter  specified,  less  the  rebates  and  drawbacks  herein' 
after  provided  to  be  retained  by  the  party  hereto  of  the  first  part  for  its  own  va^ 

REBATES  AND   DRAWBACKS   TO   THE    SOUTH   IMPROVEMENT  COMPANY  ON  ALL  Ott 

SHIPPED  BY  IT  OR  BY  OTHERS. 

'^ARTICLE  8BCOND. 

**  The  party  hereto  of  the  second  part  covenants  and  agrees: 

*'l.  That  the  party  hereto  of  the  second  part  will  pay  and  allow  to  tbepKrty 
hereto  of  the  first  part  for  its  own  use,  on  lul  petroleum  and  its  products  trans- 
ported over  the  railroads  of  the  party  hereto  of  the  second  part  and  its  c^°f^ 
tions,  for  the  party  hereto  of  the  first  part,  rebates,  and  on  all  transported  for 
others,  drawbacks,  at  the  rates  hereinafter  provided,  except  in  the  case  spedfied  m 
article  third." 

Not  only  what  they  ship  themselves,  but  what  every  individual  shipped;  who- 
ever oil  was  shipped  at  that  time. 

•*  2.  To  deliver  to  the  party  hereto  of  the  first  part,  for  all  petroleum  a°^  ^ 
products  in  packages,  transportation  over  the  railroad  of  the  party  hereto  of  ^ 
second  part,  and  its  connections,  by  whomsoever  shipped,  and  consigned  to  tw 
party  of  the  first  part,  at  the  warehouses  of  the  party  of  the  first  x>art,  at  tbe  sea- 
board and  inland,  at  the  dei)ots  of  the  party  of  the  second  part,  at  thepIsoeBOi 
destination,  and  to  deliver  all  petroleum  and  its  products,  in  bulk,  owned  by  of 
consigned  to  the  said  party  of  the  first  part,  at  any  point  required  on  the  lino  o> 
the  railroads  of  the  party  of  the  second  part  and  its  connections. 

OPEN  RATES. 

"3.  To  transport  and  deliver  petroleum  and  its  products  over  the  railroads  of 
the  party  of  the  second  part,  and  its  connections,  at  gross  rates,  which  shall  at  no 
time  exceed  the  following,  without  the  consent  of  both  parties  hereto:       ^ 

"  From  any  point  on  the  Oil  Creek  and  Allegheny  River  Railroad  to  Oil  utr. 
Union,  Corry,  Irvineton,  which  are  herein  designed  as  *  common  points,*  on  cacfi 
barrel  of  45  gallons  in  bulk  and  on  each  barrel  of  47  gallons  in  barrels,  80  cents. 

*  *  On  crude  petroletinu 

From  any  common  point  (for  each  barrel  of  45  gallons)  to^  ^ 

Cleveland |0.W 

Pittsburg •* 

New  York »•']? 

Philadelphia 2*^ 

Baltimore 2*1 

Boston ^ 

'  Party  of  second  port  is  the  Pennsylvania  Railroad  Company. 
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''All  other  points  except  those  on  the  Oil  Creek  and  Allegheny  Biyer  Bailway  to 
the  places  of  destination  last  named,  the  same  rates  as  from  the '  common  points.' 

**On  refined  oil,  benzine,  and  other  products  of  the  manufacture  of  petroleum. 

From  Pittsburg  (for  each  barrel)  to- 
New  York $2.00 

Philadelphia 1.85 

Baltimore 1.85 

From  Cleveland  (for  each  barrel)  to— 

Boston 2.15 

NewYork 2.00 

Philadelphia 1.85 

Baltimore 1.85 

From  aoy  common  point  (for  each  barrel)  to— 

NewYork 2.92 

Philadelphia 2.77 

Baltimore 2.77 

Boston 8.07 

''From  and  to  all  points  intermediate  between  the  (joints  aforesaid,  such  reason- 
able rates  as  the  party  of  the  second  i>art  shall  from  time  to  time  establish  on  both 
cmde  and  refined. 

**Froni  Pittsburg,  Cleveland,  and  other  points  to  places  west  of  Pittsburg  and 
Cleveland,  such  reasonable  rates  as  the  party  of  the  second  part  may  deem  it  ezpe- 
dieat  from  time  to  time  to  establish. 

REBATES  AND  DRAWBACKS. 

*'  4.  To  pay  and  allow  to  the  party  hereto  of  the  first  part  on  all  petroleum  and 
its  products  transported  for  it  over  the  railroads  of  the  party  of  the  second  part 
and  its  connections  the  following  rebates,  and  on  all  tnuisported  for  other  par- 
ties drawbacks  of  like  amounts  as  the  rebates  from  the  gross  rates,  the  same  to 
be  deducted  and  retained  by  the  party  hereto  of  the  first  part  for  its  own  use  from 
the  amounts  of  freights,  payable  to  the  party  of  the  second  part. 

**  On  <7i€  transportation  of  crude  petroleum^ 
[Rebate  per  barreL] 

From  the  gross  rate  from  any  common  point  to — 

Cleveland $0.40 

Pittsburg 40 

NewYork 1.06 

Philadelphia  .v 1.06 

Baltimore 1.06 

Boston 1.06 

'*  From  the  gross  rate  from  all  other  points  and  the  six  places  of  destination  last 
named  rebates  the  same  as  on  the  rates  from  the  common  points. 

•*0n  tlie  transportation  of  refined  oil,  benzine,  and  other  products  of  the  manu- 
facture of  petroleum. 

From  the  gross  rates  from  Pittsburg  to— 

NewYork $0.60 

Philadelphia 50 

Baltimore 50 

Prom  the  gross  rates  from  Cleveland  to— 

Boston 50 

NewYork 50 

Philadelphia 50 

.         Baltimore 50 

From  the  gross  rates  from  any  common  point  to- 
New  York 1.82 

Philadelphia 1.82 

Baltimore 1.82 

Boston 1.82 
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Now  I  will  refer  to  page  43. 

"  From  the  gross  rates  to  and  from  all  points  intermediate  between  the  ahore 
points  a  rebate  or  drawback  of  one-third  or  the  gross  rate  shall  be  paid. 

''  From  the  gross  rates  from  Pittsburg,  Cleveland,  and  other  points  to  places 
west  of  the  meridians  of  Pittsburg  and  Cleveland  a  rebate  or  drawback  of  ooe- 
third  of  the  gross  rates  shall  be  paid. 

TO  CHAROE  ALL  OTHER  PARTIES  NOT  LESS  THAN  THE  GROSS  RATES  ABOVE. 

*'  5.  To  charge  to  all  other  i)artie8  (excepting  such  as  are  referred  to  in  articles) 
for  the  transportation  of  petroleum  and  its  products  rates  which  shall  not  be  less 
than  tlie^Toss  rat«s  above  specified,  and  shoafd  at  any  time  any  less  rate  be  charged, 
directly  or  indirectly,  either  by  way  of  rebate,  commission,  allowances,  or  upon 
any  pretext  whatsoever,  the  same  reduction  per  barrel  shall  be  made  to  the  puty 
hereto  of  the  first  part  from  the  net  rates  provided  for  them  on  all  transportation 
for  them  during  the  period  for  which  such  reduction  shall  be  made  to  others. 

*'  6.  To  permit  the  party  hereto  of  the  first  part,  if  in  its  judgment  the  currentB 
of  trade  should  so  require,  temporarily  to  increase  or  diminish  the  proportion,  as 
herein  provided,  to  the  party  hereto  of  the  second  part,  for  itself  and  its  conneo- 
tions.  as  the  who'.e  business  of  transporting  petroleum  audits  products,  as  between 
the  party  hereto  of  the  second  pnrt,  the  E^e  Railway  Company,  and  the  New  York 
C'eutral  Railroad  Comf»any.  The  party  of  tbe  second  part  in  such  case  to  receire 
ft  om  the  party  hereto  of  the  first  part,  in  full  x>ayment  or  indemnity  for  the  excess 
or  deficiency,  one-half  the  net  schedule  rates  on  such  excess  or  deficiency,  the 
other  halt  to  be  paid  pro  rata  to  the  said  other  companies  whose  apportioned  qnan- 
tity  of  transportation  shall  thus  be  varie<l ;  but  such  diversion  of  business  shall  uotat 
an  V  time  exceed  1  week,  nor  be  repeated  without  an  interval  of  at  least  60  days — ** 

That  provision  means  that  if  it  became  necessary,  in  order  to  crush  out  asy 
particular  individual,  they  had  the  right  to  exercise  the  privileges  of  clause  6;  but 
It  should  not  be  done  for  more  than  one  week  in  each  interval  of  sixty  days. 

'*  Unless  with  tbec^onsent  ot  the  party  hereto  of  the  second  part.  Also  that  when- 
ever, from  time  to  time,  as  aforesaid,  a  temporary  diversion  of  a  part  of  the  aijpor 
tioiied  trHn'«i>ortation  of  the  party  of  the  second  part  to  the  other  railroads  afore- 
said,  or  to  either  of  them,  shall  become  necessary,  cars  of  the  party  of  the  second 
part  may  be  loaded  by  the  party  of  the  first  part  and  sent  away  over  such  other 
raijroads,  or  either  of  them,  but  the  cars  so  sent  away  shall  he  returned,  withoat 
unnecessary  delay  and  in  as  good  order  as  when  taken,  to  the  railroads  of  the  party 
of  the  second  part,  and  mileage  at  tbe  usual  rates  paid  for  their  use  while  absent 

**7.  To  furnish  with  as  much  regularity  as  possible  at  all  times  good  and  suffi- 
cient cars  and  other  means  suitable  and  necessary  for  the  safe  and  prompt  trans- 
portation of  all  crude  petroleum  and  its  products,  either  bulk  or  in  barrels,  which 
the  party  hereto  of  the  first  part  shall  desire  to  send  from  one  point  to  another 
(an(f  which  shall  be  supplied  with  as  much  regularity  as  possible)  on  or  over  the 
railroads  of  the  party  of  the  second  part  and  its  connections. 

ALL  DETAILS  OF  SHIPMENTS  BY  OTHERS  TO  BE  REPORTED  TO  THE  SOUTH 

niPROVEMENT  COMPANY. 

**  8.  To  make  manifests  or  waybills  of  all  petroleum  or  its  products  transported 
over  any  poition  of  the  railroads  of  the  party  of  the  second  part  or  its  connections, 
which  manifests  shall  state  the  name  of  the  consignor,  the  place  of  shii>ment,  the 
kintl  and  actual  quantity  of  the  article  shipped,  the  name  of  the  consignee,  and 
the  place  ot  destination,  with  the  rate  and  gross  amount  of  freight  and  charges, 
and  t)  send  daily  to  the  principal  office  of  the  party  of  the  first  part  duplicates  of 
all  such  manifests  or  waybills." 

Now,  do  you  understand  that?  Sending  in  waybills  and  everything  connected 
with  that  shipment.    The  name  of  the  shipper  even  must  be  in  that  report 

SUCH   REPORTS  STILL  MADE  TO  THE  STANDARD. 

Just  here  I  want  to  give  you  a  sample.  I  want  to  state  from  personal  expen- 
ence  the  carrying  out  of  that  contract  within  a  brief  space  of  time.  It  ff^^^ 
of  this:  I  shipped  a  carload  of  oil.  I  will  not  call  the  name  of  the  road.  I  sbipp^ 
a  carload  of  lubricatincr  oil  and  refined  oil— that  is  to  say,  a  mixed  car— nom 
Bradford.  Pa.,  where  my  lutle  refinery  is  located,  to  Dubois,  which  was  a  station 
down  in  the  coal  country,  in  Elk  county.  - 

Q.  ( By  Mr.  Clarke.  )  When  was  this?— A.  A  little  less  than  a  year  ago.  1 
loaded  this  oil,  and  there  was  a  gentleman  who  owned  a  sawmill  in  that  section, 
and  who  had  been  an  old  acquaintance  of  mine  for  thirty-odd  years;  he  was  an 
employee  of  the  road  and  is  upon  the  road  to-day.    He  runs  the  fast  passeng^f 
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train  npon  that  road.  He  says:  **I  want  two  barrels  of  oil  sent  down  to  my 
mill,  *'  1  pnt  thoee  two  barrels  of  oil  on  top  of  a  carload  of  stuff.  I  took  the  pre- 
canfeion  not  to  put  the  oil  in  that  oar  until  after  business  hours.  The  car  was 
sealed  by  the  officer  of  the  road.  It  was  to  have  left  the  yard  the  next  day,  but 
through  some  mistake  it  did  not  leave.  The  engineer  got  off  his  engrine,  and, 
'Without  taking  off  his  overalls,  he  came  up  Main  street  to  myoffice,  and  he  said: 
"Who  in  the  aevil  is  giving  away  your  business?**    I  said:  **  What's  the  mattery" 

Said  he:  *'  When  I  got  off  my  engine  at  Dubois, said*'  (calling  the  engineer 

b^  name) :  '*  *  Ton  are  buying  oil  from  Emery.  You  have  bought  two  barrels  of 
oil  from  Emery.  I  was  advised  this  morning  hj  the  agent  at  Dubois  that  I  had  been 
derelict  in  my  duty  in  not  selling  you  that  oil— in  permitting  Emery  to  sell  it.  I  am 
threatened  with  discharge.*"  The  gentleman  turned  around  to  him  and  said: 
**  How  the  hell  do  you  know  I  bought  any  oil  from  them;  and  if  I  have,  what  busi- 
ness is  it  of  yours?**  He  left.  Now,  I  swear  that  that  oil  was  put  in  that  car  on  the 
top  of  those  barrels  without  a  single  man*s  knowing  anything  about  it  excepting 
the  man  who  put  it  in  and  my  son,  who  has  charge  of  the  business.  I  say  again 
that  is  only  one  instance  of  the  carrying  out  of  this  part  of  this  section  I  have 
read.  I  have  no  doubt,  and  I  know  in  my  own  mina,  that  my  business  is  fol- 
lowed to  this  day  under  the  provisions  of  that  section,  the  same  as  it  was  in  1872. 
I  speak  not  for  anyone  else,  except  as  I  speak  of  the  evidence  as  set  forth  in  1671 
and  1880.  Those  cases  are  numerous.  It  is  not  the  onlv  instance.  I  cou!d  g^ve 
yon  a  hundred  others  if  necessary  and  the  time  could  be  taken,  and  I  say  that 
although  the  charter  of  the  South  Improvement  Company  was  repealed  and  the 
provisions  of  this  contract  were  annulled,  they  have  been  constantly  carried  out 
and  are,  in  my  opinion,  being  carried  out  at  this  very  moment.' 

Kow  I  am  coming  to  the  most  interesting  article  of  aU  in  this  contract,  and  I 
call  your  particular  attention  to  it: 

BQUAL  OPPORTUNITIES  TO  "ANY  OTHER  PARTY  WHO  SHALL   FURNISH   AN   EQUAL 

AMOUNT  OF  TRANSPORTATION.*' 


•i 


ARTICL.E  THIRD. 


''And  it  is  hereby  further  covenanted  and  agreed  by  and  between  the  parties 
hereto  that  the  rebates  hereinbefore  provided  for  the  party  hereto  of  the  first  part 
may  be  made  to  any  other  party  who  shall  furnish  an  equal  amount  of  transporta- 
tion and  who  shall  possess  and  use  works,  means,  and  facilities  for  carrying  on 
and  promotinff  the  petroleum  trade  equal  to  those  possessed  and  used  by  the  {Mirty 
hereto  of  the  first  part " 

I  desire  to  have  questions  asked  upon  that  point.  It  has  been  claimed  that  any- 
body—yes, everybody — could  enter  the  oil  business.  It  is  true,  but  they  must  enter 
the  Dusiness  as  set  forth  in  the  articles  on  pages  44  and  45  of  my  pamphlet. 

"  And  it  is  hereby **    I  am  reading  article  fourth. 

Q.  (By  Mr.  Kennedy.)  Why  not  give  it  to  us,  Senator?— A.  It  is  a  question 
that  has  been  denied  upon  the  stand  time  and  time  again. 

Q.  (Bv  Mr.  Farquhar.  )  The  statement  was  made  on  this  stand  that  the  Stand- 
ard Oil  Company  enjoyed  no  other  or  greater  privileges  than  were  enjoyed  by  any 
other  company. — A.  That  is  true  under  that  section.  Now,  here  is  a  contract 
that  provides  for  the  shipment  of  petroleum,  all  of  it,  at  that  time;  or  rather,  had 
the  provisions  of  the  contract  been  carried  out  as  set  forth  in  the  charter,  as  well 
as  in  the  articles  of  agreement,  how  in  the  world  could  anybodv  else  have  that 
which  they  possessed  themselves— all  the  oil,  all  the  rebates,  and  all  the  transporta- 
tion? Would  it  have  been  possible  for  you  to  go  into  the  business  and  possess  an 
equal  amount  of  oil,  equal  facilities,  equal  refineries,  unless  you  had  behind  you  a 
railroad  company  as  strong  as  the  railroad  combination  itseli?  It  was  imi)ossi  ble, 
absolutely  impossible,  for  any  set  of  men  to  go  out  and  get  equal  contracts,  because 
they  had  got  all  of  the  roads  then  leadins  to  the  Atlantic  coast  and  into  the 
western  country.  There  was  no  ohance  whatever  for  a  man  with  a  single  pipe 
line.  I  was  a  manufacturer.  I  had  my  refinery  at  that  time.  I  did  not  have 
equal  facilities,  and  I  could  not  get  them.  I  was  one  of  the  hundreds  that  went 
to  the  wall  under  that  contract,  although  it  is  said  by  witnesses  and  everybody 
else  that  it  was  repealed  and  went  out  of  existence.  Ton  know,  gentlemen,  as 
well  as  Twhen  the  fading  of  the  business  commenced.  It  faded  from  1872,  and 
it  went  out  of  existence  in  1877,  although  the  contract  was  rex)ealed;  and  I  may  say 
right  here  that  the  Standard  Oil  Company  was  organi^d  in  Cleveland,  Ohio,  and 
later  on,  in  1872,  it,  with  the  Pennsylvania  Railroiad,  the  New  York  Central,  the 
New  York  and  Erie,  became  partners  in  that  arrangement,  in  that  contract  itself, 
flow  in  the  world  could  1  get  equal  facilities  when  all  the  railroads  were  in  that 
combination?  It  was  a  moral  impossibility;  nobody  had  an  equal  show.  Is  that 
an  answer? 

>  See  Mr.  W*— 'Tate,  p.  367,  bottom. 
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THE  WITNESS  PAID  THE  OPEN  OB  GROSS  RATES. 

^.  Well,  a  little  further.  Can  yon  give  testimony  to  this  commission  as  to  the 
rates  which  yon  paid  there  at  that  time? — ^A.  At  which  time? 

Q.  At  the  time  mentioned  here.  How  mnch  more  did  yon  pay,  or  did  yon  pay 
the  open  rate?— A.  We  paid  the  open  rate.  Althongh  yon  see  it  did  not  go  mto 
existence,  I  can  prodnce  yon  bills  snowing  that  I  was  charged  $2.06  from  my  refin- 
ery on  this  oil.  I  say  it  did  go  into  active  operation  in  so  far  as  freight  was  cod- 
cemed. 

Q.  Have  von  before  now  or  at  any  time  produced  any  of  these  bills? — ^A.  No. 

Q.  Have  they  ever  asked  yon?~A.  No;  and  I  want  to  say  this,  that  the  bills  at 
that  time — now,  I  may  be  a  little  too  fast  in  saying  I  can  obtain  them.  We  paid 
the  open  rate  of  freight,  whatever  it  was  at  the  time.  That  is  what  I  say,  ana  we 
went  ont  of  btisiness  in  the  latter  part  of  1878;  we  were  compelled  to  go  out.  But 
what  I  am  dwelling  npon  is  the  fact  that  it  was  laid  open  to  the  people  of  the 
country  at  that  time.  1  went  to  Mr.  Cassatt  and  made  my  complaint  and  said, 
'*I  can  not  do  business.*'  He  said  to  me  personally,  **If  you  will  give  metiie 
same  amount  of  freight  that  the  Standard  Oil  Company  do  we  will  transport  goods 
at  the  same  price." 

Q.  Did  they  ever  make  a  proposition  for  yon  to  transport  all  your  oil  over  their 
lines?— A.  Not  at  that  time. 

Did  they  ever?— A.  I  went  into  the  business  the  second  time  at  the  instance 
the  Pennsylvania  Railroad,  and  they  then  drove  me  to  the  wall  a  second  time. 

"AGAINST  LOSS  OR  INJURY  BY  COMPETITION." 


of  ti 


Now  I  will  read  article  4: 

"And  it  is  hereby  further  covenanted  and  agreed  by  and  between  the  parties 
hereto  that  the  party  hereto  of  the  second  part  shall  at  all  times  cooperate,  as 
far  as  it  legally  may,  with  the  party  hereto  or  the  iirst  part,  to  maintain  the  busi- 
ness of  the  party  hereto  of  the  first  part  against  loss  or  injury  by  competition—" 

By  competition!    Think  of  it!    Didn*t  care  anything  abont  the  other  fellow! 

''To  the  end  that  the  party  hereto  of  the  first  part  mav  keep  up  a  remunerative, 
and  so  a  full  and  regular  business,  and  to  that  end  shall  lower  or  raise  the  gross 
rates  of  transportation  over  its  railroads  and  connections,  as  far  as  it  legally  may, 
for  such  times  and  to  such  extent  as  may  be  necessary  to  overcome  such  competi; 
tion.  The  rebates  and  drawbacks  to  the  party  of  the  first  part  to  be  varied  pari 
passu  with  the  gross  rates." 

Practiced  to  this  day.  That  provision  is  being  carried  out,  and  I  desire  to  \» 
questioned  on  that  point.  Anyone  in  this  land  of  ours,  supposed  to  be  a  land  of 
liberty  and  of  free  trade,  excepting  the  tariff  part  of  it— that  system  extends  to 
Germany  and  foreign  countries  generally. 

UNFAIR    TRADING    PREVENTED    IN    GERMANY— INDEPENDENTS    CAN    DO    BUSINESS 

THERE. 

Q.  (By  Mr.  Kennedy.)  Right  there.  Senator,  some  of  ^ur  business  associates 
have  testified  before  the  commission  that  at  the  present  time  in  Germany  yon  are 
on  an  equality  with  the  Standard  Oil  Company?  '—A.  Thanks  to  the  Government  of 
Germany,  we  are,  so  far  as  our  business  goes,  because  Germany  by  law  prohibits 
unfair  trading  and  owns  every  mile  of  railroad  in  the  great  £mpire  excepting  two 
in  the  south,  and  no  such  thing  as  discrimination  is  known.  They  go  fumer. 
They  invite  yon  to  come  to  the  Reichstag  and  make  complaint,  or  to  its  officers, 
and  I  did  in  1895.  Oil  was  selling  on  the  Rhine  at  li  to  2  cents  a  gallon  below  the 
price  on  the  Elbe.  Our  agent,  who  was  afterwards  purchased,  was  in  a  grievous 
situation,  and  we  were  putting  up  oil  here  and  sending  it  to  Europe  practically 
for  nothing.  I  have  sold  oil  at  my  works  to  take  care  of  that  traae,  competing 
with  the  Standard  Oil  Company  or  the  Deutsche- Americanische  Company,  as  low 
as  a  cent  a  gallon— losing  twenty,  twenty-five,  or  thirty  thousand  dollars  on  a  cargo 
of  oil  to  maintain  our  agency  in  that  country.  Complaint  was  made  bv  our  agent, 
Mr.  Poth.  Hehandledatthat  time  from  four  to  six  hundred  thousand  barrels.  I 
traveled  with  him  to  Berlin  and  went  personally  before  the  entire  ministry  of  that 
country,  and  in  English  I  presented  the  case,  and  he  interpreted  my  testimony  to 
them  and  asked  for  help.  We  have  been  praying  here  from  1872  to  this  time,  by 
the  investigations  of  1871 ,  1888,  and  the  State  of  Ohio,  and  every  State  of  the  Union 

1  See  Mr.  Lee,  pp.  273, 874,  276. 
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where  these  people  are  known.  We  have  sued  for  it  in  every  legislatore  of  the 
country.  Texas  has  waked  up  and  she  says:  **  Qet  oat;  we  won't  have  you/'  The 
Reichstag  of  that  country  gave  notice  that  there  must  be  no  unfair  trading  in  that 
country. 

Q.  (By  Mr.  Clarke.)  No  what?— A.  No  unfair  trading.  It  must  be  on  a  fair, 
competitive  basis.  If  it  deviated  from  that,  investigation  would  follow.  No  levy- 
ing of  tribute  upon  the  Elbe  citizens  and  advantages  given  to  the  Rhine.  Prices 
were  the  same  to  all. 

Q.  How  did  they  give  that  notice?— A.  I  can  not  tell  you. 

Q.  How  do  you  know  they  did  give  notice?— A.  I  beg  your  pardon.  I  do  not 
know  that  there  was  notice  given. 

Q.  You  do  not  know  of  any  legislation  on  the  subject? — A.  Oh,  no,  I  do  not; 
but  I  understand,  Mr.  Clarke,  that  there  is  a  law  in  Qermany  prohibiting  unfair 
trading.    I  never  read  it. 

Q.  Can  you  tell  me  if  there  have  been  steps  taken  to  obtain  such  information? — 
A.  Now,  I  do  not  know  but  there  has.  I  do  know  this,  however,  and  I  read  the 
bill.  There  was  a  bill  introduced  into  the  Reichstag  which  was  applicable  entirely 
to  the  question  of  petroleum.  It  was  considered  and  came  up,  but  never  has 
passed,  to  my  knowledge.  There  may  have  been  something  passed  since  that  time, 
however.  But  suffice  it  to  say  we  find  the  markets  of  Europe  on  even  tenure,  and 
we  are  in  competition,  as  Mr.  Kennedy  stated. 

THE    DEUTSCHE-AMERIKANISCHE  COMPANY    BOUGHT  OUT    THE   GERMAN  AGENT  OF 

THE  INDEPENDENTS. 

But  when  I  went  there  in  1896  the  Standard  Oil  Company,  the  Deutsche- Ameri- 
kanische  Company,  had  bought  the  last  vestige  of  tankage  in  Germany  they  could 
get  hold  of.  There  was  nothing  left.  1  was  sent  there  on  three  days'  notice  by 
my  company,  with  which  I  was  connected  at  that  time,  the  United  States  Pipe 
Line  Company,  to  look  up  the  situation.  We  were  here  with  our  fifteen  refin- 
eries, with  our  pipe  line  running  as  far  as  it  could  toward  the  coast — we  could 
not  go  any  farther  because  the  Standard  Oil  Company  would  not  let  us;  but  when 
I  went  to  Grermanv  in  April,  1806, 1  went  there  on  the  report  that  Mr.  Poth,  with 
ail  his  tankage  on  me  Rhine,  on  the  Elbe,  at  Flushing,  Rotterdam,  and  Amsterdam, 
had  been  handed  over  to  the  Deutsche- Amerikanische  Company.  I  do  not  know 
but  the  control  belongs  to  the  Standard  Oil  Trust  of  America.  They  had  purchased 
a  man  that  we  had  supplied  that  oil  to  for  four  or  five  consecutive  years,  on  whom 
we  were  dependent  to  take  care  of  that  market,  that  we  might  have  the  necessary 
money  to  run  our  refineries.'  They  had  bought  it— nothing  left.  Where  in  the 
world  we  could  place  a  single  cargo  of  oil  I  did  not  know.  Fortunately  enough,  I 
succeeded  in  selling  three  cargoes  of  oil  to  the  Drennehaven  Petroleum  Company, 
which  was  then  a  Russian  organization. 

NEW  CONNECTIONS  FOR  THE  INDEPENDENTS. 

Q.  Russian?~A.  Yes.  That  three  cargoes  amounted  to  about  90,000  barrels.  I 
immediately  went  to  Holland  and  let  a  contract  to  Mr.  King  for  the  construction 
of  tanks.  The  city  of  Hamburg  welcomed  me  there.  They  convened  their  con- 
gress in  extra  session  and  passed  a  law  that  they  would  furnish  me  ground  upon 
which  to  build  my  tanks;  and  the  contracts  were  let  and  the  tanks  finished  in 
October,  thank  God,  and  our  vessels  went  into  the  harbor  with  our  petroleum. 
From  there  I  went  to  Amsterdam,  and  they  were  constructing  those  tanks  for  us, 
because  they  wanted  competition  in  the  business.  No  competition  is  shut  out  in 
that  country;  no  discriminating  rates  on  the  railroads  in  Qermany;  none  on  the 
canals. 

CONTRAST   BETWEEN   CONDITIONS   IN   GERMANY    AND   CONDITIONS   IN   THE   UNITED 

STATES. 

I  say  to-day,  with  my  years  of  exi>erienoe  in  that  country,  it  is  one  of  the  best 
governments  on  the  face  of  the  earth,  because  it  looks  out  for  the  individual  and 
offers  him  a  helping  hand.    Do  you  get  it  here?    No. 

I  am  asked  to  come  here  to-day  to  go  into  matters  I  have  been  connected  with 
from  boyhood;  not  to  injure  Mr.  Henry  Rogers  or  Mr.  John  D.  Archbold,  my 
friend  for  thirty  years,  or  any  others  connected  with  it.    God  knows  1  would  not 

1  Compare  Mr.  Lee,  pp.273,}S74;  Mr.  Westgate,  p.  881. 
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hftrm  a  single  hair  in  their  heads.  I  will  tell  yon  my  side  of  the  Btory,  from  thirty- 
foar  years  of  experience  in  the  business,  and  from  participation  in  the  politicBof 
the  State  of  Pennsylvania  —which  perhaps  is  a  credit  and  perhaps  not.  Whatever 
I  may  do  or  say  here,  it  is  not  from  malice  of  the  heart,  though  perhaps  it  may  be 
a  mistake  of  the  brain. 

Q.  (By  Mr.  Kennedy.)  I  asked  yon  that  question  because  I  thought  yon  asid 
this  practice  of  exclusion  was  being  followed  in  this  country,  Germany,  and  elw- 
where.— A.  I  did  not  say  that  it  was  followed  in  Germany;  or.  rather,  it  wt8 
attempted  in  Germany,  but  is  not  permitted  there.  We  ask  you  to  preyent  it 
here.  Thin  Standard  Oil  Company  is  the  parent  trust  of  America.  We  in  the  oil 
business  have  had  the  experience  of  the  struggle  with  monopoly  from  1872  to  this 
time.  Now.  whose  toes  are  being  pinched?  Not  the  oil  interests  alone.  It  is  not 
the  ignorant  only  who  are  complaining.  It  is  not  the  strikes  of  the  coal  men  or  of 
the  railroad  men  or  of  the  factory  men  alone.  It  has  come  to  the  intelligent  pait 
ot  this  country.  I  wish  to  help  you  in  every  possible  way  to  remodel  our  laws  to 
we  can  all  live,  and  if  you  douT  the  results  are  going  to  be  very  serious. 

SIGNING  AND  RATIFICATION  OF  THB  SOUTH  IMPBOVEMENT  OOMPANT  OONTRACT. 

Now,  I  did  not  intend  to  go  off  into  these  remarks  not  pertinent  to  the  queetioD. 
I  do  not  know  that  it  is  necessary  for  me  to  read  the  rest  of  my  pamphlet;  bnt  I 
desire  to  return  to  page  48,  and  I  will  end  it  up  by  sayine  this  contract  was 
signed— look  at  page  48  and  you  will  see  the  name  of  P.  H.  Watson. 

Q.  ( By  Mr.  Farquhar.  )  Did  you  intend  that  article  5  should  be  left  out  of  jonr 
testimony?— A.  No,  let  the  contract  go  in,  if  you  choose  to  have  it.  Cut  out  what 
you  want  to.  I  do  not  care,  except  as  to  the  vital  points.  I  just  do  not  want  to 
take  up  the  time  to  read  the  rest  of  the  contract.  I  simply  want  to  show  you  tiist 
this  contract  was  signed  and  this  original  copy  has  been  in  evidence— P.  H.  Watson, 
for  the  South  Improvement  Company,  president,  and  the  Pennsylvania  Bailroad, 
by  J.  Edgar  Thomson,  president. 

Q.  (By  Mr.  Phillips.  )  Have  you  read  all  you  desire  of  that  contract?--A.  Yes; 
I  want  to  show  that  this  contract  was  executed.  Now,  I  understand  that  it  has 
been  stated  on  the  witness  stand  here  that  this  contract  was  never  executed  or 
went  into  effect* 

Q.  (By  Mr.  Farquhar.)  That  statement  was  made  broadly  here.— A.  Now, 
P.  H.  Watson  testified  in  Washington,  in  1872,  on  the  5th  day  of  April.  Mr.  Wat- 
son was  president  of  the  South  Improvement  Company,  as  I  have  shown  in  this 
agreement,  and  in  this  book  of  mine.  I  desire  to  read  you  (reading):  "0.  Was 
there  a  ratification  by  the  companv  of  your  contracts  with  the  railroad ' 

O.  Will  you  state  the  book  and  the  page?— A.  Well,  now,  this  is  an  investigatioa 
in  1871  here  in  this  city. 

Q.  Before  Congress? — A.  Yes;  the  Congressional  investigation. 

Q.  What  session  and  what  committee?— A.  Well,  I  can  not  tell  you  the  seflsioo. 
It  is  dated  Washington.  D.  C,  April  5, 1872,  if  anybody  knows  the  Congress  and 
the  dates;  and  it  is  in  the  archives,  I  know. 

Q.  It  is  an  official  document? — A.  Yes. 

Q.  That  is  all  £  want  to  know.— A.  Mr.  Watson  was  testifying  as  to  the  South 
Improvement  contract  that  was  agreed  upon  between  the  Pennsylvania  Railroad 
ana  the  two  Northern  roads,  the  New  York  Central  and  the  Erie.  This  is  the  con- 
tract which  I  have  read  a  portion  of.  This  book  is  precious.  Nobody  could  buy 
it  for  $5,000,  and  I  do  not  want  it  to  go  out  of  my  hands,  because  it  is  history  that 
is  scarc^  in  existence.     (Reading:) 

**  Q.  Was  there  any  ratification  oy  the  company  of  your  contracts  with  the  rail- 
road company?  " 

Now,  this  refers  to  the  South  Improvement  Company.     (Reading:) 

'*  A.  Yes:  they  were  approved  by  the  board  of  directors,  as  appears  in  the  min- 
utes  and  as  I  am  informed,  it  having  been  done  at  a  meeting  at  which  I  was  not 
present." 

That  is  all  1  need  to  read.  They  were  executed—"  it  having  been  done  at  a  meet- 
ing at  which  I  was  not  present  *' — by  the  board  of  directors.  The  contract  was 
executed  and  when  it  was  executed  it  was  in  force.  It  has  been  stated  in  testi- 
mony in  1888—1  did  not  take  occasion  to  refer  to  this  at  the  time:  I  did  not  think 
it  was  of  so  much  importance.  But  I  say  that  the  South  Improvement  contract 
was  executed  by  the  board  of  directors,  as  stated  by  the  evidence  of  Mr.  Watson, 
but  he  was  not  present.    That  is  an  answer  to  the  testimony. 

i  Compare  Mr.  Archbold ,  pp.  540, 668. 


STAKDABD   OIL  COM BINATIOKS : — EMERY.  619 

OFFICERS  AND  STOCKHOLDBBS  OF  THE  SOUTH  IMPROVEMENT  COMPANY. 

Now,  then,  who  were  the  officers  and  stockholders  of  the  South  Improvement 
Company?  This  is  the  testimony  of  William  G.  Warden,  in  Washington,  March 
80, 1872  [reading] : 

'*Q.  C^  yon  give  the  list  of  the  stockholders  of  the  Sonth  Improvement  Com- 
pany?—A.  I  can  give  them  from  the  minntes.  They  are  as  follows,  Mr.  Waj^en 
being  secretary:  William  Frew,  10  shares;  W.  P.  Logan,  10  shares;  John  P.  Logao, 
10  shares;  Charles  Lockhart,  10  shares;  Richard  S.  Waring,  10  shares;  W.  G.  War- 
den, 475  shares:  O.  F.  Waring,  475  shares;  P.  H.  Watson,  100  shares;  H.  M.  Flag- 
ler, 180  shares;  O.  H.  Payne,  180  shares;  J.  A.  Bostwick,  180  shares;  William 
Rockefeller,  180  shares,  and  John  D.  Rockefeller,  180  shares." 

THE  MEN  WHO  ORGANIZED  THE  STANDARD  OIL  TRUST. 

Q.  (By  Mr.  Phillips.)  A  good  many  of  those  afterwards  became  shareholders 
in  the  Standard  Oil  Comi>any?— A.  The  people  who  organized  the  Standard  Oil 
Companv  were  as  follows:  H.  M.  Flagler,  O.  H.  Payne,  William  Rockefeller,  H. 
Bostwick,  and  J.  D.  Rockefeller.  Ail  these  persons  were  stockholders  of  the 
Standard  Oil  Company  at  the  time  it  went  into  existence,  and  they  were  the  men 
who  formed  the  Sonth  Improvement  Company.  I  say  that  nnder  oath;  I  know 
the  people.  The  people  who  composed  the  Sonth  Improvement  Company  were 
finally  tne  people  to  organize  the  Standard  Oil  Company  of  Pennsylvania. 

difference  between  standard  oil  company  AND  STANDARD  OIL  TRUST. 

Q.  The  Standard  Oil  Tmst?— A.  The  Standard  Oil  Trust.  Let  me  explain  the 
difference.  There  are,  I  think,  in  the  United  States  some  23  Standard  Oil  com- 
iwnies  nnder  regnlar  organization.  For  instance,  it  is  the  Standard  (Ml  Company 
of  New  York,  the  Standard  Oil  Company  of  Pennsylvania,  the  Standard  Oil  Com- 
pany of  Ohio,  the  Standard  Oil  Company  of  Delaware,  of  Maryland,  of  North  Caro- 
lina. Sonth  Carolina,  Texas,  California,  and  whatnot;  bnt  the  Standard  Oil  Trnst, 
as  I  understand,  controls  the  whole.  So  distinguish  the  difference  between  the 
Standard  Oil  Company  and  the  Standard  Oil  Trust.  I  have  reference  now  to  the 
Standard  Oil  Trust. 

(Whereupon  the  commission  took  a  recess  until  2  p.  m.) 

Washington,  D.  C,  September  11, 1899— Monday, p.  m. 

Commission  reassembled  at  2  p.  m.  pursuant  to  adjournment,  Mr.  Phillips 
presiding. 

Lewis  Emery,  jr.,  again  on  the  stand,  and  examination  resumed. 

HOW  THE  national  TRANSIT   COMPANY   (STANDARD)   GOT  THE  SAME    CORPORATE 
POWERS  THAT  THE  SOUTH  IMPROVEMENT  COMPANY  HAD  HAD. 

.Q*  (^7  ^^'  Phillips.)  Senator  Emery *8  testimony  will  be  resumed,  and  he 
will  proceed  to  make  his  statements  in  his  own  ^ay.— A.  Mr.  Chairman  and  gen- 
tlemen of  the  commission,  there  seems  to  be  some  misunderstanding  relative  to 
the  charter  under  which  the  South  Improvement  Company  was  organized  and 
the  charter  under  which  the  Nationa'  Transit  Company  is  organized,  it  bemg  one 
of  the  several  companies  of  the  Standard  Oil  Trust.  I  desire  to  say  that  all  the 
privileges  granted  in  the  Sonl^  Improvement  Company's  charter  were  also 
granted  in  the  charter  of  the  National  Transit  Company.  Both  are  in  the  same 
terms.  Each  is  what  is  known  as  the  Pennsylvania  Company  charter.  I  desire 
to  prove  my  assertion.  I  will  refer  first  to  page  15i  of  the  book  that  yon  have 
before  you.'    (Reading:) 

**  When  the  popiilar  excitement  raised  against  the  South  Improvement  Com- 
pany, which  resulted  in  the  repeal  of  the  act  to  incorporate  it,  had  subsided,  the 
trust,  for  the  purpose  of  its  transportation  business  in  Pennsylvania,  secured  a 
franchise  substantially  as  follows:  An  act  to  incorporate  the  Overland  Contract 
Company  was  approved  March  22,  1871." 

This  was  just  previous  to  the  act  of  incorporation  of  the  South  Improvement 
Company.  The  South  Improvement  Company's  charter  was  passed  on  the  6th  of 
^yi  1871»  and  the  Overland  Contract  Company*s  charter,  under  which  the  National 


>  Mr  Emery's  pamphlet, ''  Lewis  Emery,  jr.,  to  the  Industrial  Commiasion,  1899." 
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Transit  Company  is  now  organised,  was  passed  March  22, 1871,  before  tlie  pawigp 
of  the  Sonth  Improvement  Company's  charter.  I  desire  to  get  that  plain  before 
the  commission.    (Reading:) 

'  *  Letters  patent  were  granted  them  April  5, 1871.  On  Mayl6, 1871,  they  changed 
their  name  to  the  Southern  Railway  Security  Company.  They  owed  tiie  State  of 
Pennsylvania  one-quarter  per  cent  bonus  on  theur  capital  stock,  and  for  tiua 
debt,  after  a  compromise  hwi  been  effected,  it  was  sold  by  the  sheriff  of  Dauphin 
County  to  John  W .  Simonton  and  Marlin  E.  Olmsted  for  $16,251  on  Max<di  8, 1881, 
upon  a  judgment  entered  September  13,  1881.** 

This  judgment  was  entered  by  the  Commonvirealth  of  Pennsylvania.    (Reading:) 

«*April  1»,  1881,8aid  John  W.  Simonton  and  Marlin  E.  Olmsted  sold  it  to  Clement 
A.  Griscom,  Thornton  Pike,  Elihu  Roberts,  W.  H.  Curtis,  William  R.  Willism- 
son,  J.  W.  Simonton,  and  M.  £.  Olmsted.  On  April  14, 1881,  xmder  this  charter, 
the  National  Transit  Company  was  organized." 

I  read  from  a  book  in  the  supreme  court  of  Pennsylvania,  eastern  district,  Na 
257,  January  term,  1807: 

"National  Transit  Company  and  J.  C.  McDonald,  appellees,  versus  The  United 
States  Pipe  Line  Company,  appellant.  Appeal  b^  the  defendant  from  the  court 
of  common  pleas,  McKean  County,  sitting  in  equity,  October  term,  1896.  Paper 
book  of  the  appellant.    J.  W.  Lee,  W.  £.  Burdick,  solicitors  for  the  appellant ** 

I  desire  to  read  from  this  book,  and  whatever  I  read  from  it,  so  far  as  this  cha^ 
ter  is  concerned,  is  a  transcript  of  the  record  of  the  department  at  Harrisborg, 
certified  to  by  the  secretary  of  state,  so  that  the  evidence  I  shall  read  is  absolute 
and  can  not  be  questioned.    I  first  desire  to  read  on  page  429  of  this  book: 

"Commonwealth  v.  The  Southern  Railway  Security  Company.  Resolntimi of 
company  fixing  the  amount  of  capital  stock.  Southern  Rulway  Security  Oom- 
paiw,  in  account  with  the  Commonwealth  of  Pennsylvania.'* 

Mind  you,  this  charter  lay  for  a  long  time  in  the  archives  of  the  State.  It  wu 
discovered,  and  it  was  purchased  by  the  parties  I  have  named.    (Reading:) 

* '  Southern  Railway  Security  Company,  in  account  with  the  Commonwealth  of 
Pennsylvania,  debtor,  for  bonus  on  charter,  per  act  of  May  1,  1868.  Amonnt 
charged  in  settlement  in  May  20,  1873,  |25,000.  Capital  stock,  $7,788,150  appears 
throuffh  certificate  herewith  filed.  Bonus  of  one-quarter  of  1  per  cent  on  said 
capital  stock,  $18,470.37,  making  a  total  debtor  charge  $43,470.37.  Credit  by  pay- 
ment in  the  charter  March  16, 1871,  $125.  By  settlement  of  May  8, 1873,  hereby 
superseded,  $25,000.  Deducting  the  credits,  $25,125,  from  $43,470.37,  due  the  Com- 
mon wealth,  $18,345.37.  Attomey-general*8  office,  Harrisburg,  April  25,  1870. 
Settled  and  canceled.  Harrison  Allen,  attorney-general.  Treasurer's  office, 
approved.  W.  £.  Hitt,  for  W.  Mackley,  State  treasurer.  B.  F.  Newcombe, 
treasurer  Baltimore  and  Ohio.  Indorsed,  bionus  on  charter,  accoxmt  of  tiie  Sonth- 
em  Railway  Security  Company,  resettled  April  5, 1875.*' 

Now,  I  do  not  think  it  is  necessary  for  me  to  go  further  with  this,  only  as  show- 
ing the  sale,  and  I  have  shown  you  already  that  this  identical  charter  was  bought 
from  the  State  by  J.  W.  Simonton  and  Marlin  £.  Olmsted  for  $16,251.  This  is  a 
copy  of  plaintiff's  exhibit  in  this  suit,  called  Exhibit  A.  This  is  offered  by  the 
National  Transit  Company.    (Reading) : 

''  National  Transit  Company  charter.  An  act  to  incorporate  the  Overland  Con- 
tract Company  and  to  define  the  powers  thereof.  Be  it  enacted  by  the  senate  aod 
house  of  representatives  of  the  Commonwealth  of  Pennsylvania,  in  general  assem- 
bly met,  and  it  is  hereby  enacted  by  the  authority  of  the  same." 

Mind  you,  now,  the  same  persons  got  the  charter  in  this  one  as  in  the  other, 
"  S.  S.  Moon,  R.  D.  Barclay,  John  A.  Fowler,  or  a  majority  of  them,  their  aasoh 
ciates,  successors,  and  assigns  be,  and  they  are  hereby,  authorized  and  empowered. ** 
Same  incorporators  as  the  South  Improvement  Company,  you  will  note.  Approved 
the  7th  dav  of  April,  A.  D.  1870.  Statements  as  made  herein  were  speciaUy  and 
particularly  set  forth.  > 

THE  PENNSYLVANIA  COMPANY'S  GHABTSa. 

Now  follows ' '  an  act  to  incorporate  the  Pennsylvania  Company  "  under  that  head 
which  I  have  shown  you  was  cnanged  to  the  name  of  the  Southern  Railroad  SecQ- 
rity  Company,  and  finally  was  changed  to  the  National  Transit  Company.  (Bead- 
ing:) 

*'  Be  it  enacted  by  the  senate  and  house  of  representatives  of  the  Common wealtn 
of  Pennsyvania  in  general  assembly  met,  and  it  is  hereby  enacted  by  the  authority 
of  the  same.    That  Andrew  Howard,  J.  W.  Swartz  " 

Please  refer  back  in  my  pamphlet  and  notice  that  I  am  not  making  any  state- 
ment incorrectly,  and  follow  me  and  see  if  the  act  is  not  just  the  same  as  that  of 
the  South  Improvement  Company.    What  I  desire  to  c^ow  to  this  committee  i9 

>  See  pp.  007,009. 
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that  the  privilegee  exercised  by  the  National  Trancdt  Company  are  the  same  as 
those  set  forth  in  the  charter  of  the  South  Improvement  Company.  They  are 
enjoying  all  the  privileges  and  immunities  that  were  granted  by  that  law. 

Q.  (By  Mr.  Batchford.)  What  page  is  that?— A.  Seventh  pajB^. 

Q.  (By  Mr.  PHiLiiiPS.)  You  can  read  the  two  paragraphs  to  identify  it.— A.  I 
do  not  want  any  mistake  because  I  am  making  the  statement  very  broadly.  This 
is  it,  Uie  same  identical  charter,  page  6,  to  the  Soath  Improvement  Company. 

Q.  Yon  will  leave  this  with  the  commission  to  show  inat  it  is  the  same?— A.  I 
will  file  this  book  under  the  seal  of  the  court. 

Q.  It  is  quite  long  and  will  take  time  to  read  it? — A.  I  will  read  the  second  sec- 
tion if  you  will  please  follow  me  through.  This  which  has  been  repealed  is  the 
same  as  this,    li  there  is  any  difference  I  want  you  to  state  it.    (Reading:) 

''  That  the  corporation  hereby  created  shall  have  power  to  contract  with  any  per- 
son or  persons,  firms,  corporations,  or  any  other  party,  howsoever  formed,  existmg, 
or  that  may  hereafter  exist  in  any  way  that  said  parties  or  any  of  them  may  have 
authority  to  do.  To  build,  construct,  maintain,  or  manage  any  work  or  works, 
public  or  private,  which  may  tend  or  be  designed  to  improve,  increase,  facilitate, 
or  develop  trade,  travel,  or  the  transportation  and  conveyance  of  freight,  live  stock, 
passengers,  and  any  other  traffic,  by  land  or  water,  from  or  to  any  part  of  the  United 
States  or  the  Territories  thereof;  and  the  said  company  shall  also  have  power  and 
authority  to  supply  or  furnish  all  needful  material,  labor,  implements,  instruments, 
and  fixtures  of  any  and  every  kind  whatsoever,  on  such  terms  and  conditions  as 
may  be  agreed  upon  between  the  parties,  respectively,  and  also  to  purchase,  erect, 
construct,  maintain,  or  conduct  in  its  own  name  and  for  its  own  benefit  or  other- 
wise any  such  work,  public  or  private,  as  they  may  by  law  be  authorized  to  do 
(including  also  herein  lines  for  telegraphic  communication) ,  and  to  aid,  cooperate, 
and  unite  with  any  company,  person,  or  firm  in  so  doinff. 

"  Section  3.  The  company  hereby  created  shall  also  nave  the  power  to  make 
purchases  and  sales  of,  or  investments  in,  the  bonds  and  securities  of  other  com- 
panies, and  to  make  advances  of  money  and  of  credit  to  other  companies,  and  to  aid 
m  like  manner  contractors  and  manufacturers,  and  to  receive  ana  hold,  on  deposit 
or  as  collateral,  or  otherwise,  any  estate  or  property,  real  or  personal,  including  the 
notes,  obligations,  and  accounts  of  individuals  and  companies,  and  the  same  to 
purchase,  collect,  adjust,  and  settle,  and  also  to  pledge,  sell,  and  dispose  thereof, 
on  such  terms  as  may  be  agreed  on  between  them  and  the  parties  contracting  with 
them;  and  also  to  indorse  and  guarantee  the  payment  of  the  bonds  and  the  per^ 
formance  of  the  obligations  of  other  corporations,  firms,  and  individuals,  and  to 
assume,  become  responsible  for,  execute,  and  carrpr  out  any  contracts,  leases  or 
subleases  made  by  any  company  or  companies,  individuals  or  firms  wl^tsoever.' 

Please  return  to  section  first;  I  want  to  get  rid  of  reading  as  much  as  possible. 
I  will  read  the  first  section.    (Reading:) 

**  Section  1.  Be  it  enacted  by  the  senate  and  house  of  representatives  of  the  Com- 
monwealth of  Pennsylvania  in  general  assembly  met,  ana  it  is  hereby  enacted  by 
the  authority  of  the  same,  that  Andrew  Howard,  J.  S.  Swartz,  G.  B.  Edwards,  «f. 
D.  Welsto,  and  J.  T.  Malin,  their  associates,  successors,  and  assigns,  or  a  majority 
of  them,  be,  and  they  are  hereby,  authorized  to  form  and  be  a  l^y  corporate,  to 
be  known  as  the  Pennsjrlvania  Company,  and  by  that  name,  style,  and  title  shall 
have  perpetual  succession,  and  all  the  privileges,  franchises,  and  immunities 
incident  to  a  corporation;  may  sue  and  be  sued,  implead  and  be  impleaded,  com- 
plain and  defend  in  all  courts  of  law  and  e(iuity,  of  record  and  otherwise;  mav 
purchase,  receive,  hold,  and  enjoy,  to  them,  their  successors  and  assigns,  all  such 
lands,  tenements  and  leaseholds,  estates  and  hereditaments,  goods  and  chattels, 
securities  and  estates,  real,  personal,  and  mixed,  of  what  kind  and  quality  soever 
as  may  be  necessary  to  erect  depots,  engine  houses,  tracks,  shops,  and  other  pur- 
poses of  said  corporation,  as  hereafter  defined  by  the  second  section  of  this  act,  and 
the  same  from  time  to  time  may  sell,  convey,  mortgage,  encumber,  charge,  pledge, 
Si^ant,  lease,  sublease,  alien,  and  dispose  of,  and  also  make  and  have  a  common 
seal  and  the  same  to  alter  and  renew  at  pleasure,  and  ordain,  establish,  and  put  in 
execution  such  by-laws  or  ordinances,  rules  and  regulations  as  may  be  necessary 
or  convenient  for  the  government  of  the  said  corporation,  not  being  contrary  to 
the  constitution  and  laws  of  this  O>mmon wealth,  and  generally  may  do  all  and 
Jugular  the  matters  and  things  which  to  them  shall  appertain  to  do  for  the  well- 
being  of  the  said  corporation  and  the  management  and  ordering  of  the  affairs  and 
bosinessof  the  same;  provided,  that  nothing  herein  contained  shall  be  so  construed 
AS  to  give  to  the  said  corporation  any  banking  privileges  or  franchises,  or  the 
I""^ege  of  issuing  their  obligations  as  money/' 

Now,  gentlemen,  they  were  afraid  of  repealing  the  Constitution  of  the  United 
otatee,  or  else  they  would  have  put  in  the  privilege  of  issuixig  money;  they  have 
put  m  everything  else. 
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Q.  (By  Mr.  Clerks.)  How  do  yoa  know  that.  Senator?— A.  Why.  by  the  raid- 
ing of  the  act.  They  have  got  the  right  to  do  anything  else;  they  claim  they  have; 
that  is  what  it  reads— to  do  anything  they  have  a  mind  to. 

1^.  (By  Mr.  Fabquhar.)  Is  it  a  rnle  to  withhold  from  oorporatioiis  banking 
privileges?  This  same  clanse  is  inserted  in  the  charters  of  all  corporations  which 
are  not  banking  corporations?— A.  It  is  within  the  province  of  the  United  States 
to  anthorize  the  issne  of  money. 

9.  Is  it  not  a  fact  that  all  of  onr  State  laws,  in  the  act  of  incorporation,  oontaiii 
this  clanse  that  wonld  shut  ont  banking  privileges?— A.  Not  being  a  lawyer,  I  do 
not  know. 

IDENTITT  IN  TEEMS  OF  THE  SOUTH  DCPEOVBMENT  COMPANT^a  CHARTER  AND  THX 
EXISTING  CHARTER  OF  THE  NATIONAL  TRANSIT  COMPANY— POWERS  IN  OTHIB 
STATES. 

Q.  (By  Mr.  Kennedy.)  What  does  this  mean?  Does  it  mean  anything  mare 
than  any  other  corporation  might  do,  or  businessman?— A.  Oh.  no;  I  only  want  to 
show  yon  that  the  same  iaw  that  was  repealed,  known  as  the  Sonth  Improvemenl 
Company  law.  was  identical  with  this.  This  is  one  and  the  same  thing;  the  priri- 
le^s  that  they  had  nnder  that  law  in  1672  they  have  at  the  present  time  nnder 
this  law.    That  is  all;  that  is  what  I  wanted  to  say. 

Q.  (By  Mr.  Farquhar.)  One  point  on  that,  Senator.  These  are  privileges 
granted  oy  the  State  of  Pennsylvania?— A.  Yes. 

Q.  There  are  twenty  or  more  organizations  of  the  Standard  Oil  Compsny. 
Coald  any  of  the  other  organizations  of  the  Standard  Oil  Company  take  np  these 
privileges?— A.  Could  they? 

Q.  Yes;  nnder  the  State  of  Ohio,  for  instance. — ^A.  This  law  says  they  can;  they 
may  go  into  any  other  State.  It  says  so.  I  do  not  know  whether  they  can  legsUy 
or  not:  bnt  that  is  what  it  says.  The  Pennsvlvania  Railroad  nms— the  Pennsyl- 
vania Company  rnns  through  a  portion  of  Ohio,  does  it  not? 

Q.  (By  Mr.  Harris.)  That  is  under  a  separate  organization.  One  is  caUed  the 
Pittsburg,  Chicago  and  Fort  Wayne.— A.  I  understand  that  the  Pennsylvanis 
Railroad  enjoys  all  these  privileffes,  although  they  may  be  in  foreign  States,  under 
the  Pennsylvania  Company's  cnarter.  I  will  submit  that  to  the  lawyers.  We 
have  lawyers. 

Q.  (By  Mr.  Farquhar.)  The  only  Question  is  this:  Whether  the  Standard  Oil 
Companv.  with  all  its  franchiees,  could  enjoy  all  the  privileges  which  are  conferred 
by  this  charter  in  the  State  of  Pennsylvania  in  any  other  State?— A.  Subject  1 
suppose,  to  the  State  law.    I  think  that  would  be  perhaps  the  proper  answer  to  ii 

Q.  (By  Mr.  Phillips.  )  Please  proceed.— A.  Now,  gentlemen,  I  have  gone  back 
to  correct  this.  I  want  to  show  just  exactly  the  identity  of  these  two  laws,  one 
repealed  and  the  other  in  existence,  because  the  question  was  raised  by  two  or 
three  of  the  commissioners  whether  the  one  charter  was  like  the  other.  I  tbink  I 
have  proved  that  to  them  satisfactorily  by  reading  from  this  book,  and  I  will  leave 
that  book  with  the  commission  when  1  go. 

Q.  (By  Mr.  Farquhar.)  Would  it  not  be  well  to  suggest  that  ;rou  furnish  the 
commission  chronologically  with  the  dates,  if  you  can,  of- these  various  charterB?-- 
A.  The  origin  of  them? 

O.  The  origin  of  them,  the  change  of  name,  and  the  year  and  month,  if  von  pos- 
sibly can,  so  that  we  may  see  the  connection  and  the  interest  that  follows  from  the 
beginning  clear  down  to  the  end?— A.  I  am  prepared  to  give  you  all  of  that. 

Q.  (By  Mr.  Phillips.)  1  think  that  the  commission  would  like  to  have  yon 
berore  you  go  away. 

Q.  (By  Mr.  Farquhar.  )  I  know  you  can,  because  I  find  the  dates  on  page  15^.— 
A.  This  book  contains  a  vast  amount  of  knowledge  on  everything  that  you  have 
asked,  compiled  in  legal  form  and  with  an  affidavit  of  the  secretary  of  the  Com- 
monwealth as  to  its  correctness,  so  you  may  not  be  misled  or  go  astray. 

AMOUNT  OF  AMERICAN  OIL  USED  IN  EUROPEAN  COUNTRIES. 

Q.  Where  you  have  spoken  of  the  opposition  and  interference  of  the  Gtamum 
government,  could  you  give  the  commission  an  approximate  statement  of  the  oil 
sold  in  Oermany  at  that  time  by  the  Standard,  by  all  the  Russian  companies,  and 
by  the  independents?— A.  I  can  give  the  statistics. 

Q.  That  probably  is  in  your  mind?— A.  No,  I  can  not  do  it  here.  I  can  give  yon 
the  statistics  of  the  sales  in  the  German  Empire;  I  know  roughly  what  they  are 
now.  I  know  that  the  G^erman  Empire  consumes,  at  the  present  time,  6,000,()iOO  or 
7  000,000  barrels  a  year  of  the  American  production. 
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Q.  (By  Mr.  Phillips.  )  Aboat  how  much  is  famished  by  the  Standard  Oil  Com- 
pany and  by  affiliated  comi>anieB,  and  how  much  by  tnis  company  you  have  organ- 
ized?— A.  I  knew  the  statistics  two  years  ago.  Aboat  6,000.000  barrels  of  the 
American  product  was  consamed  in  Germany;  Great  Britain  was  using  3.000,000 
barrels:  France  was  using  about  2.000,000  barrels;  Norway  and  Sweden  were  con- 
suming about  1.300.000  burrels;  Denmark,  about  600.000;  Holland  and  Bel^um,  I 
forget.^ 

Q.  What  proportion  of  the  oils  of  the  Russians  and  the  Standard  were  sold  there 
through  1895  and  1896? — ^A.  The  Standard  sold  all  the  American  oils  in  these  mar- 
kets with  the  exception  of  what  was  taken  in  by  our  independent  companies.  I 
think  the  largest  exportation  we  have  ever  made— in  fact,  in  1894, 1  think,  we  sold 
over  there  about  400,000  barrels,  and  up  to  the  time  Mr.  Poth  was  purchased  by 
the  Americanische—I  think  our  sales  were  about  700,000  barrels. 

▲TTITUDE  OF  THE  RUSSIANS  TOWARD  COMPBTITION   AND  REGULATION  IN  GERMANY. 

Q.  Tou  spoke  of  relations  made  by  the  German  government  there.  Did 
those  cover  the  competition  between  the  Standard  and  the  Russians?— A.  In  what 
respect? 

Q.  In  respect  to  fair  competition. — ^A.  The  Russians  were  in  just  as  bad  a  posi- 
tion as  we  were.    They  were  independent  at  that  time. 

Q.  Would  you  care  to  state  whether,  if  the  Standard  then  had  the  market  there, 
botn  the  independents  and  the  Russians  were  desirous  of  having  this  free  compe- 
tition?— A.  I  do  not  understand  you. 

Q.  That  is,  are  we  to  understand  that  the  Russians,  as  well  as  the  independents, 
wanted  rectification  from  the  German  government  of  unfair  competition  from  the 
Standard?— A.  I  do  not  know  what  the  Russian  government  did.  I  know  that 
when  I  was  in  Europe  I  went  on  to  St.  Petersburg  and  had  a  conference  witu  Mr. 
Nobel,  and  also  with  the  prime  minister.  Their  views  were  just  the  same  as  ours, 
that  they  were  under  an  unfair  competition  and  would  like  to  see  it  rectified.  I 
went  there  to  see  if  something  could  not  be  done,  and  I  brought  American  in- 
fluence to  bear  on  the  Reichstag  to  see  if  something  could  not  be  done  to  correct 
it.  The  whole  question  was  laid  before  the  prime  minister  of  Russia  and  Mr. 
Kobel  to  find  out  from  the  Russians  if  the  conditions  existing  in  the  trade  were 
the  same  to  all. 

GERMAN  REGULATIONS — GOVERNMENTAL  EXAMINATION  OF  ACCOUNTS  WOULD  BE  A 

GOOD  THING  HERE. 

Q.  (By  Mr.  Kennedy.  )  Did  you  get  a  charter  in  Germany  from  the  imperial 
government?— A.  No;  the  right  to  sell  only,  and  then  we  are  required  to  file  our 
onnnization  or  charter.    We  only  get  a  license  to  become  merchants,  that  is  all. 

Q.  Are  your  business  affairs  then  subject  to  the  supervision  of  the  German 
officials?— A.  Oh,  yes. 

9*  Inspection  of  your  books? — A.  Yes;  whatever  the  law  is  we  have  to  conform 
to  it.  I  do  not  know  whether  that  is  the  law;  whether  they  can  go  to  our  books 
or  not.  Whatever  the  law  is.  that  is  the  situation  in  which  we  are  placed.  We 
are  glad  to  have  them  examine  our  affairs.  Even  in  this  country  I  wish  some- 
thing of  that  kind  could  be  established,  that  all  the  books  of  these  corporations  of 
every  kind  should  be  examined. 

Q.  Would  you  like  to  see  the  nationalization  of  the  corporations  doing  inter- 
state business  in  this  country? — A.  Well,  I  heard  this  question  brought  forth  the 
other  day  in  the  evidence  of  Henry  Rogers.  I  am  not  prepared  to  say;  I  have  not 
studied  the  question.  I  do  not  know  about  the  English  law  controlling  corpora- 
tions or  about  the  capitalization  or  the  constitution  of  business  in  England,  except 
to  a  limited  extent. 

CHARACTER  OF  EXPORT  OIL  AND  OIL  FOR  DOMESTIC  USE. 

Q.  What  is  the  quality  of  the  oil  exported  from  this  country  to  Germany  and 
other  European  countries?— A.  73'  Abel,  or  112'  fire  test. 

Q.  What  is  the  quality  of  oil  generally  consumed  in  this  country?— A.  About 
120''tol50o. 

Q.  So  it  is  an  inferior  grade  of  oil  sent  abroad? — A.  No;  it  is  oftentimes  a  very 
much  better  oil  than  we  get  here  under  150°.    Let  me  explain. 


1  CozniMure  Mr.  Lee,  p.  278;  Mr.  Archbold,p.538. 
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Q.  (By  Mr.  Cla.rkb.)  How  do  yoa  know  that.  Senator?— A.  Why,  by  the  read- 
ing of  the  act.  They  have  got  the  right  to  do  anything  else;  they  claim  they  hare: 
that  is  what  it  reads— to  do  anything  they  hare  a  mind  to. 

(^.  (By  Mr.  Fabquhar.)  Is  it  a  rnle  to  withhold  from  oorporatiotis  hanlring 
privileges?  This  same  clause  is  inserted  In  the  charters  of  all  corporations  which 
are  not  banking  corporations?— A.  It  is  within  the  province  of  the  United  States 
to  anthorize  the  issue  of  money. 

Q.  Is  it  not  a  fact  that  all  of  oar  State  laws,  in  the  act  of  incorporation,  oontun 
this  clause  that  would  shut  out  banking  privileges?— A.  Not  being  a  lawyer,  i  do 
not  know. 

IDSNTITT  IN  TEBMS  OF  THE  SOUTH  OIPBOVBMSNT  CO]ftPAinr*8  CHAKTBB  AND  TBI 
BXI8TINO  CHABTSB  OF  THE  NATIONAL  TBANSIT  COMPANY— POWBBS  IN  OTHXE 
STATES. 

Q.  (By  Mr.  Kennedy.)  What  does  this  mean?  Does  it  mean  anytliing  more 
than  any  other  corporation  might  do,  or  businessman? — A.  Oh.  no;  I  only  want  to 
show  you  that  the  same  law  that  was  repealed,  known  as  the  South  Improvement 
Company  law,  was  identical  with  this.  This  is  one  and  the  same  thing;  the  priri- 
le^  that  they  had  under  that  law  in  1872  they  have  at  the  present  time  under 
this  law.    That  is  all;  that  is  what  I  wanted  to  say. 

Q.  (By  Mr.  Fabquhab.)  One  point  on  that.  Senator.  These  are  privileges 
granted  oy  the  State  of  Pennsylvania?— A.  Yes. 

Q.  There  are  twenty  or  more  organizations  of  the  Standard  Oil  Company. 
Coold  any  of  the  other  organizations  of  the  Standard  Oil  Company  take  up  theee 
privileges?— A.  Could  they? 

Q.  Yes;  under  the  State  of  Ohio,  for  instance.— A.  This  law  says  they  can;  they 
may  go  into  any  other  State.  It  says  so.  I  do  not  know  whether  they  can  legally 
or  not:  but  that  is  what  it  says.  The  Pennsvlvania  Railroad  runs — the  Pennsyl- 
vania Company  runs  through  a  portion  of  Ohio,  does  it  not? 

Q.  (By  Mr.  Harris.)  That  is  under  a  separate  organization.  One  is  called  the 
Pittsburg,  Chicago  and  Fort  Wayne.— A.  I  understand  that  the  Pennsylvania 
Railroad  enjoys  all  these  privileges,  although  they  may  be  in  foreigrn  States,  under 
the  Pennsylvania  Company's  charter.  I  will  submit  that  to  the  lawyers.  We 
have  lawyers. 

Q.  (By  Mr.  Farquhar.)  The  only  Question  is  this:  Whether  the  Standard  Oil 
ComtMuiy,  with  all  its  franchises,  could  enjoy  all  the  privileges  which  are  oonfened 
by  this  charter  in  the  State  of  Pennsylvania  in  any  other  State?— A.  Subject,  I 
suppose,  to  the  State  law.    I  think  that  would  be  perhaps  the  proper  answer  to  it 

Q.  (By  Mr.  Philups.)  Please  proceed.— A.  Now,  gentlemen,  I  have  gone  back 
to  correct  this.  I  want  to  show  just  exactly  the  identity  of  these  two  laws,  one 
repealed  and  the  other  in  existence,  because  the  question  was  raised  by  two  or 
three  of  the  commissioners  whether  the  one  charter  was  like  the  other.  I  think  I 
have  proved  that  to  them  satisfactorily  by  reading  from  this  book,  and  I  will  leave 
that  book  with  the  commission  when  I  go. 

Q.  (By  Mr.  Farquhar.)  Would  it  not  be  well  to  suggest  that  you  furnish  the 
commission  chronologically  with  the  dates,  if  you  can,  of  theee  various  chartarB?— 
A.  The  origin  of  them? 

O,  The  origin  of  them,  the  change  of  name,  and  the  year  and  month,  if  you  pos- 
sibly can,  so  that  we  may  see  the  connection  and  the  interest  that  follows  from  the 
beginning  clear  down  to  the  end?— A.  I  am  prepared  to  give  you  all  of  that. 

Q.  (By  Mr.  Philups.)  1  think  that  the  commission  would  like  to  have  yon 
before  you  go  away. 

Q.  (By  Mr.  Farquhar.  )  I  know  you  can,  because  I  find  the  dates  on  page  15^.— 
A.  This  book  contains  a  vast  amount  of  knowledge  on  everything  that  you  have 
asked,  compiled  in  legal  form  and  with  an  affidavit  of  the  secretwry  of  the  Com- 
monwealth as  to  its  correctness,  so  you  may  not  be  misled  or  go  astray. 

AMOUNT  OF  AMERICAN  OIL  USED  IN  EUROPEAN  COUNTRIES. 

Q.  Where  you  have  spoken  of  the  opposition  and  interference  of  the  Qerman 
government,  cotdd  you  g^ve  the  commission  an  approximate  statement  of  the  oil 
sold  in  (j^rmany  at  that  time  by  the  Standard,  by  all  the  Russian  companies,  and 
by  the  independents? — A.  1  can  give  the  statistics. 

Q.  That  probably  is  in  your  mind?— A.  No,  I  can  not  do  it  here.  I  can  give  yon 
the  statistics  of  the  sales  in  the  German  Empire;  I  know  roughly  what  tiiey  are 
now.  I  know  that  the  German  Empire  consumes,  at  the  present  tune,  6.000,(KK)  or 
7  000,000  barrels  a  year  of  the  American  production. 
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Q.  (By  Mr.  Phillips.)  About  howmach  is  famished  by  the  Standard  Oil  Com- 
pany and  by  affiliated  comi>ame8,  and  how  much  by  tnis  company  von  have  organ- 
ized?— A.  I  knew  the  statistics  two  years  ago.  About  6,000.000  barrels  of  the 
American  product  was  consumed  in  (Germany;  Great  Britain  was  using  3.000,000 
barrels:  France  was  using  about  2.000,000  barrels;  Norway  and  Sweden  were  con- 
suming about  1.200,000  burrels;  Denmark,  about  600,000;  Holland  and  Bel^um,  I 
forget.' 

Q.  What  proportion  of  the  oils  of  the  Russians  and  the  Standard  were  sold  there 
through  1895  and  1896? — A.  The  Standard  sold  all  the  American  oils  in  these  mar- 
kets with  the  exception  of  what  was  taken  in  by  our  independent  companies.  I 
think  the  largest  exportation  we  haye  ever  made— in  fact,  in  1894, 1  think,  we  sold 
over  there  about  400,000  barrels,  and  up  to  the  time  Mr.  Poth  was  purchased  by 
the  Americanische—I  think  our  sales  were  about  700,000  barrels. 

▲TTTFUDB  OF  THE  RUSSL&NS  TOWARD  COMPETITION  AND  REGULATION  IN  GERMANY. 

Q.  You  spoke  of  reflations  made  by  the  Overman  government  there.  Did 
those  cover  the  competition  between  the  Standard  and  the  Russians?— A.  In  what 
respect? 

Q.  In  respect  to  fair  competition. — A.  The  Russians  were  in  just  as  bad  a  posi- 
tion as  we  were.    They  were  independent  at  that  time. 

Q.  Would  you  care  to  state  whether,  if  the  Standard  then  had  the  market  there, 
botn  the  independents  and  the  Russians  were  desirous  of  having  this  free  compe- 
tition?— A.  I  do  not  understand  you. 

Q.  That  is,  are  we  to  understand  that  the  Russians,  as  well  as  the  independents, 
wanted  rectification  from  the  Ghermau  government  of  unfair  competition  from  the 
Standard? — A.  I  do  not  know  what  tne  Russian  government  did.  I  know  that 
when  I  was  in  Europe  I  went  on  to  St.  Petersburg  and  had  a  conference  witn  Mr. 
Nobel,  and  also  with  the  prime  minister.  Their  views  were  just  the  same  as  ours, 
that  they  were  under  an  unfair  competition  and  would  like  to  see  it  rectified.  I 
went  there  to  see  if  something  could  not  be  done,  and  I  brought  American  in- 
fluence to  bear  on  the  Reichstag  to  see  if  something  could  not  be  done  to  correct 
it.  The  whole  question  was  laid  before  the  prime  minister  of  Russia  and  Mr. 
Kobel  to  find  out  from  the  Russians  if  the  conditions  existing  in  the  trade  were 
the  same  to  all. 

QBRMAN  REGULATIONS— <K>VBRNMENTAL  EXAMINATION  OP  ACCOUNTS  WOULD  BE  A 

GOOD  THING  HERE. 

Q.  (By  Mr.  Kennedy.  )  Did  you  get  a  charter  in  G^ermany  from  the  imperial 
government? — A.  No:  the  right  to  sell  only,  and  then  we  are  required  to  file  our 
ommization  or  charter.    We  only  get  a  license  to  become  merchants,  that  is  all. 

Q.  Are  your  business  affairs  then  subject  to  the  supervision  of  the  German 
olBcials?— A.  Oh,  yes. 

Q.  Inspection  of  your  books?— A.  Yes;  whatever  the  law  is  we  have  to  conform 
to  it.  I  do  not  know  whether  that  is  the  law;  whether  they  can  go  to  our  books 
or  not.  Whatever  the  law  is.  that  is  the  situation  in  which  we  are  placed.  We 
are  glad  to  have  them  examine  our  affairs.  Even  in  this  country  I  wish  some- 
thing of  that  kind  could  be  established,  that  all  the  books  of  these  corporations  of 
^ery  kind  should  be  examined. 

Q*  Would  you  like  to  see  the  nationalization  of  the  corporations  doing  inter- 
state business  in  this  country?— A.  Well,  I  heard  this  question  brought  forth  the 
other  day  in  the  evidence  of  Henry  Rogers.  I  am  not  prepared  to  say;  I  have  not 
studied  the  question.  I  do  not  know  about  the  English  law  controlling  corpora- 
tions or  about  the  capitalization  or  the  constitution  of  business  in  England,  except 
to  a  limited  extent. 

CHARACTER  OF  EXPORT  OIL  AND  OIL  FOR  DOMESTIC  USE. 

Q.  What  is  the  quality  of  the  oil  exported  from  this  country  to  Germany  and 
other  European  countries?— A.  78'  Abel,  or  112  fire  test. 

Q'  What  is  the  quality  of  oil  generally  consumed  in  this  country?— A.  About 
120'  to  150o. 

Q*  So  it  is  an  inferior  grade  of  oil  sent  abroad?— A.  No;  it  is  oftentimes  a  very 
^nch  better  oil  than  we  get  here  under  150°.    Let  me  explain. 

1  Compare  Mr.  Lee,  p.  278;  Mr.  Archbold,  p.  SSSt. 
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METHODS  OF  DISTILLINa  OIL-THET  ABE  THE  SAME  AS  IN  1880l 

I  want  to  state  here  particnlarly.  and  I  want  yon  to  nnderstand  my  statement  as 
a  manofactnrer  of  oil  from  1867  to  1899,  that  the  Standard  Oil  Company  are  not 
benefactors  and  never  have  been  benefactors.  If  the  business  had  been  open  to 
the  commnnity,  and  the  people  engaged  in  it  with  their  brains  and  ability,  the 
development  that  has  come  up  to  this  present  time,  I  claim. conld  have  been  made 
twice  as  qnick  as  they  have  made  it.  w  hy  do  I  say  so?  Becanse  in  the  year  1873 
onr  company,  known  as  the  Octave  Oil  Company,  was  the  owner  of  one  of  the  best 

refineries  on  the  creek— Oil  Creek— ripht  opposite  that  of &  Co.,  the 

company  being  John  D.  Archbold,  who  was  on  this  stand,  and  others.  We  had 
every  device  at  that  day  for  making  an  illuminating  oil  of  good  quality  that  we 
have  to-day.'  We  had  stills  that  held  from  100  to  8,000  barrels,  Mr.  Archbold 
having  the  largest  still  that  ever  fire  was  put  under,  holding  3,000  barrels  of  crude 
oH.  To  distill  oil  is  not  difficult  It  simply  means  that  if  you  build  a  fire  under 
that  glass  [indicating],  supposing  it  was  oil,  and  you  incloee  it,  the  steam  comes 
out— the  vapor.  That  is  all  we  do  in  making  oil.  We  put  it  in  these  great  cvlin- 
der  stills,  and  the  cylinder  stills  of  1870, 1868. 1865,  and  1860  were  the  same  as  te 
cylinder  still  of  to<aay.  There  was  what  was  known  as  the  cheese  box,  which  set 
up  like  a  cheese  box,  with  a  grated  bottom  to  make  a  fire  on.  But  we  have  gone 
back  to  the  old  system.  In  spite  of  the  modern  improvements  these  people  claim 
to  have  injected  into  the  business  we  are  back  where  we  were  in  1859.  we  put  a 
fire  under  it,  the  vapor  rises  off  and  g^ves  first  the  lightest  possible  oil,  the  cymo- 
gene;  the  very  lightest,  like  carbonic-acid  gas,  and  the  moment  it  comes  to  the  air 
u  is  gone.  Next  we  come  to  the  next  ligatest,  gasoline.  Then  we  come  to  the 
naphtha,  and  then  we  come  on  down,  if  you  choose,  to  the  heavy  benzine.  The 
lignter  parts  come  off  first,  from  which  are  made  the  various  li^ht  products  that 
are  in  the  market,  such  as  you  use  in  the  gasoline  engines  and  m  the  kitchen  to 
cook  with  and  such  as  are  used  by  chemists  and  druggists  and  the  commercial 
trade.    Then  you  come  to  the  illuminating  oil. 

MEANING  OF  "110«"  OIL,-IP  PBOPEBLY  BEPXNBD.  THERE  18  NO  BETTER. 

The  first  illuminating  oil  is  the  lightest,  110°  oil.  Tou  may  recollect  that  we  had 
in  this  country  a  general  law  of  the  States  requiring  oU  to  be  of  110'  fire  test 
That  means  that,  putting  the  oil  in  a  certain  kind  of  instrument,  it  has  to  be 
heated  to  110  before  it  will  bum.  It  may  flash  at  85%  but  would  go  out.  You 
go  on  up  to  110'  and  it  bums.  That  is  the  burning  test,  the  flash  test  being  at 
85 \  That  is  the  way  oil  is  tested.  It  went  on  for  years  and  years,  until  the 
advent  of  this  South  Improvement  Company  and  Standard  Oil  Company.  That 
remained  a  law  of  the  ola  States,  and  the  law  was  good.  There  was  no  adtdtera- 
tion  of  it.  Perhaps  adulteration  is  not  the  term.  VThen  I  say  oil  is  adulterated 
I  mean  it  is  not  properly  refined:  it  is  not  properly  broken  up  by  heat;  the  pars^Sn 
is  not  taken  out  of  it.  Oil  may  retain  a  vast  amount  of  paraffin,  and  show  under 
the  law  110  ,  but  its  burning  properties  are  not  good.  Oil  properly  refined  under 
the  110  system  is  the  best  oil  you  can  put  into  your  lamps.  The  German  govern- 
ment— the  entire  German  Empire — the  Kingdom  of  Norwav  and  Sweden,  Den- 
mark, all  these  countries  require  no  other  thui  110*  or  73''  Abel.  That  oil  is  not 
inferior.  Neither  the  German  government  nor  any  other  government  on  that 
side  of  the  world  will  permit  you  to  send  in  an  inferior  article.  There  is  an  edu- 
cated chemist  at  every  distributing  depot  in  that  country,  who  tests  that  oil  and 
carefully  weighs  it,  and  gives  it  the  proper  fire  test;  and  it  must  laaa  according 
to  the  requirements  of  the  law.  That  is  one  reason  why  the  Ohio  production  has 
been  practically  ruled  out  of  Germany  because  of  its  quality.  The  great  German 
Empire  and  other  countries  are  depending  to-day.  under  the  laws,  upon  the  Amer- 
ican product,  because  Pennsylvania  and  a  portion  of  eastern  Ohio  and  southern 
New  York  and  West  Virginia  produce  the  best  oil  in  the  world. 

SULPHUR  CAN   NOT  BE   GOT  OUT    OF  OIL;   THEREFORE  OHIO  OIL  CAN  HARDLY  BE 

SOLD  IN  EUROPE. 

Q.  (By  Mr.  Kennedy.)  The  Standard  people  on  the  stand  claim  they  have 
processes  now  for  eliminating  sulphur  and  other  impurities  from  the  oil  and  mak- 
mg  it  equal  to  the  Pennsylvania  oil.'  Is  that  true? — A.  I  say  here,  as  a  refiner  and 
a  man  who  has  in  his  employ  as  good  a  chemist  as  there  is,  that  they  can  not  do  it» 
and  they  do  not  do  it.  You  can  not  eliminate  sulphur.  It  will  come  back  in  some 
form.    Canada  has  been  working  on  it  for  the  last  thirty  years  and  spent  untold 


^  See  Mr.  Boyle,  p.  407.  •  Mr.  Archbold,  p.  682.    Compare  Mr.  Gall,  p.  672. 
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millions,  and  she  has  never  been  able  to  aocomplish  it  entirely.  It  baffles  all 
science  to  eradicate,  and  is  detected  by  the  chemists  in  Europe  as  quickly  as  pos- 
sible, unless  it  may  be  mixed  with  Pennsylvania  oil.  That  has  been  done  before. 
The  high-grade  petroleum  oils  are  used  to  supply  the  European  countries.  As  to 
what  goes  to  India  and  what  goes  to  China  I  am  not  posted;  but  I  do  know  what 
goes  to  the  other  countries,  and  they  expect  to  set  an  absolutely  pure  oil.  The 
consumption  of  Ohio  oil  is  confined  to  the  United  States  and  Mexico,  and  perhaps 
to  some  of  the  other  southern  countries.  I  do  not  know  about  that,  but  the  mar- 
ket is  not  in  Germany  to  any  great  extent. 

CHARACfTBR  OF  EXPORT  OIL  AND  OIL   FOR  DOMESTIC  USB  (RESUMED). 

Q.  (By  Mr.  Clarke.)  How  is  the  grade  of  oil  determined,  if  not  by  the  fire 
test?— A.  What  do  you  mean— the  smell? 

Q.  Whether  the  high  grade  or  the  low  grade? — A.  The  oil  in  its  grade  is  desig- 
nated by  fire  test.  For  instance,  110''  oil  is  what  we  term  the  ordinary  export  oil,  112° 
test;  120°  test  is  supposed  to  be  a  bit  better  in  quality;  ISO''  test  is  the  conmion  oil 
used  in  this  country,  and  is  a  little  bit  better.  The  making  of  150°  oil  is  just  exactly 
like  making  what  they  call  patent  flour.  It  is  the  head  of  the  bolt.  I  am  a  miller 
by  trade  and  acquainted  with  the  making  of  flour  in  the  modern  way  and  the  old 
way.  If  you  want  patent  flour,  you  have  to  take  the  head  of  the  bolt  or  cream  of 
the  wheat.  Tou  can  get  a  certain  limited  amount  of  patent  flour  out  of  100  pounds 
of  wheat;  so  you  can  get  a  certain  amount  of  150°  or  1 1 5°  oil  out  of  a  certain  amount 
of  petroleum.  In  this  country,  I  will  say,  we  take  off  what  we  call  the  higher 
grade  of  oil  and  the  balance  is  sent  to  G^ermany  and  other  countries.  But  in  order 
to  get  these  high-test  oils  up  to  what  they  should  be,  we  make  the  others  not  as 
good  as  if  we  had  just  sola  the  whole  thiuff  together.  Just  so  with  vour  floun 
If  you  sort  out  the  best  part  of  your  wheat,  tne  next  grade  is  not  as  good,  although 
it  passes  as  good  family  flour,  and  this  passes  as  export.  In  answer  to  Mr.  Een- 
nedv,  the  standard  has  not  been  changed  in  Germany.  They  have  the  finest  lamps 
in  tne  world.  They  are  the  greatest  inventors  on  ilfuminants,  and  they  have  con- 
tinned  to  hold  their  grades  the  same  as  twenty-five  or  thirty  years  a^o.  We  want 
to  send  that  class  of  oil  into  these  countries,  and  they  are  satisfied  with  it,  because 
it  comes  within  the  reach  of  the  man  who  wears  wooden  shoes;  it  is  a  commodity 
th^  must  all  buy.,  and  is  lower  in  price  than  the  higher  grade. 

Q-  (By  Mr.  Kennedy.)  It  is  a  fact,  then,  that  the  oil  exx>orted  to  G^ermany  is 
inferior  to  the  oil  generally  used  in  this  country?^ A.  That  may  be;  but  I  want  to 
saf  to  you,  in  the  United  States  of  America  they  bum  the  meanest  oil  in  God's 
earth,  and  bom  the  best  oil  that  is  put  on  the  market.  In  California— -I  have 
spent  two  years  there— 1  have  a  little  hut,  and  I  go  down  and  buy  a  case  of  oil.  I 
bay  it  as  Pratt*s  Astral,  a  high  ^ade  of  oil;  it  used  to  be  the  highest  grade  on  the 
market.  I  might  say  here,  during  my  early  experience  in  the  refining  business, 
from  1867  to  1872,  we  manufactured  and  sold  thousands  and  thousands  of  barrels 
of  oil  to  Charles  Pratt  and  other  companies  for  exx>ortation  to  Europe,  and  we 
were  obliged  to  leave  the  head  blank.  When  it  ^ot  to  New  York  the  quality  of 
oil  was  put  on  it — *'  Pratt's  Astral.**  He  bought  oil  from  the  Octave  Oil  Company. 
My  oil  was  taken  by  him  and  sent  to  Europe.  Now  let  me  give  more  credit  to  the 
Standard  Oil  Company. 

Q.  (By  Representative  Livingston.)  Do  they  not  reiquire,  in  Europe  and  in 
many  States  of  this  country,  an  oil  inspection,  and  require  you  to  come  up  to  the 
grade?— A.  In  every  little  port  where  oil  is  sold  or  distributed  there  is  a  man  who 
examinee  the  oil,  and  it  is  passed  on  by  the  Qovemment  inspector. 

110°  OIL  AND  150°  OIL. 

(j.  What  do  you  mean  by  first,  second,  and  third  grade  oil?  Does  the  first  have 
less  naphtha  or  more?— A.  It  is  supposed  tb  be  better.  One  hundred  and  fif tv 
degree  oil  is  supx)osed  to  be  the  acme  of  oil  in  this  country.  You  fill  a  lamp  with 
it  and  you  may  get  a  little  brighter  light  than  you  would  get  from  110^;  there  is 
not  so  much  naphtha,  not  so  much  gas;  but  the  110'  oil  will  last  in  your  lamp  a 
great  deal  longer  than  the  150^,  because  there  is  not  so  much  body  in  it.  The  110*" 
wiU  not  give  so  brilliant  a  light  as  the  150' ;  that  is  one  reason  why  Germany  holds 
to  that  oU  test. » 

Q.  Is  it  not  more  subject  to  combustion  than  the  150^? — A.  One  hundred  and 
ten  degree?  oh,  yes.  It  requires  110  degrees  of  heat  to  bum  110°  oil,  and  it 
requires  150  degrees  of  heat  to  bum  150°  oil.  If  a  lamp  is  heated  to  150"  at  its  top, 
gas  will  be  created  in  the  body  of  the  lamp,  and  unless  you  release  that  gas  it 
will  explode. 

1 8«e  Mr.  Lee,  pp.  274, 277;  Mr.  Mathews,  p.  486,  top. 
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Q.  If  either  comes  in  contact  with  a  flame,  will  one  born  as  qnickly  as  the  otiber?— 
A.  The  150 '  will  not  bom  as  quickly  aa  the  110%  Oil  ia  nothing  bat  gas  nneti- 
cally.  Take  a  pail  of  crade  oil  and  pat  it  oat  here  in  the  san:  in  all  probabuityliy 
night  yon  will  have  lost  10  per  oeat  of  it.    It  has  gone  into  the  air  as  gas. 

<^.  (By  Mr.  Phillips.)  Yoar  testimony  has  not  been  qnite  clear  about  loO" 
baming  gnicker  than  110%— A.  One  hnndred  and  ten  degrees  oil  boms  at  110 
degrees  or  heat,  and  150"  will  bam  at  150  degrees  of  heat— that  is,  the  bnming 
test.    The  higher  the  test  the  safer  the  oil,  so  far  as  explosion  is  oonoemed. 

Q.  Which  will  bam  ap  qaicker  in  the  1amp?~A.  That  does  not  make  a  bit  of 
difference.  The  wick  is  saturated  and  it  boms  at  all  times.  The  blase  from  110^ 
is  not  as  brilliant  as  that  from  150\ 

Q.  (By  Mr.  Kennedy. )  The  Oerman  does  not  get  as  good  light  from  his  110'  ss 
he  woald  from  150  ?— A.  That  is  trae. 

Q.  They  get  what  they  want  and  they  are  8atisfied?~A.  Yes.  GkK>d  110°  oQ  is 
a  good  oil.  It  is  the  cheapest  for  all  the  inhabitants  of  this  coon  try,  and  safe 
enough,  becanse  we  bamed  it  for  years  and  years.  There  was  no  change  in  the 
laws  of  any  of  the  States,  so  far  as  I  know,  nntil  after  1872.  Pennsylvania  retaiiis 
still  the  110^  test;  North  Oarolina,  Texas,  and  a  good  many  of  the  Southern  States 
have  the  110^  test;  not  many  of  them  have  changed.  The  State  of  Michigan  has 
175"*,  if  I  remember  right 

RUSSIAN  COMPETITION— CHARACTER  OF  RUSSIAN  OHi— PER  CENT  OF  ILLrUMINATIKO 

OIL  OBTAINED  FROM  CRUDE. 

Q.  (By  Mr.  Kennedy.  )  Do  yon  come  into  competition  in  Germany  with  Bossian 
oil?— A.  Yes. 
Q.  Do  they  have  to  make  that  test  of  110**  the  same  as  yon?— A.  Yes. 
Q.  What  is  the  quality  of  their  oil?— A.  Not  so  good  as  that  of  America — not  so 

food  as  American  110°.  The  Russian  is  of  an  asphalt  basis,  while  oars  is  paraffin. 
Pennsylvania  and  New  York  oils  are  paraffin,  and  the  Ohio  is  of  a  parafion  basis. 
The  California  oils  have  an  asphalt  oasis  and  the  Russian  oil  has  an  asphalt 
basis.  The  American  oil  will  prodace  an  iUuminant  of  75  per  cent.  For  instance. 
100  gallons  of  crude  oil  of  America,  of  what  we  call  the  Fennsylvania,  the  West 
Virginia,  and  New  York  and  eastern  Ohio  oil,  will  produce  75  per  cent  of  illami- 
nating  oil  of  different  grades.  If  yon  ran  it  all  straight  throngh,  and  did  not  cnt 
them  out,  you  probably  would  get  out  78  per  cent— perhaps  70  per  cent;  but 
speaking  as  it  runs,  you  can  get  75  gallons  of  illuminating  oil  from  every  lOb 
gallons  of  crude  oil.  The  gravity  of  this  oil  will  run  from  40  to  53;  the  Rossian 
oils  ran  from  18  to  30.  Its  basis  oeing  asphalt,  they  can  only  get  from  that,  of  tiie 
ordinary  export  oil,  such  as  110",  about  25  per  cent. 

Q.  Does  their  110°  oil  sell  for  the  same  money  in  Germany  as  ours? — ^A.  No;  it 
does  not  sell  for  the  same  money  as  our  110**,  because  it  is  not  as  good  as  oar  ooL 
It  contains  a  little  sulphur,  the  same  as  the  Ohio,  which  is  not  as  marketable  as  our 
good  oils  are. 

Q.  Russian  competition,  then,  is  not  serious  on  that  question?— A.  It  is,  because 
ttiey  sell  their  oil  at  a  less  price,  and  we  have  to  meet  it;  but  we  have  the  advantage 
•f  qufiklity. 

foreign  trade— the  standard  has  invented  nothinq. 

Q.  (By  Mr.  Phillips.)  Now,  I  would  like  you  to  state  how  widely  petroleam 
was  introduced  into  the  world  at  the  time  of  the  advent  of  the  Standard  Oil  0)m- 

pany?    Whether  they  have  been  very  largely ^A.  I  want  to  say  in  answer  to 

that  question,  in  1871  or  1872,  when  we  were  yoang  and  enterprising,  we  went  to 
the  city  of  Philadelphia  and  secured  a  sailing  vessel.  It  was  our  determination  to 
load  that  vessel  with  all  the  different  inventions  for  burning  oil— lamps,  oil  stoves, 
etc.— and  also  to  put  into  the  ship  our  oils  in  cases  or  barrels,  sach  as  we  could 
carry;  and  we  h&d  arranged  with  one  Captain  Dillingham  to  sail  that  vessel  to 
the  Amazon,  and  go  up  the  Amazon  and  introduce  this  product,  oil,  which  was  a 
new  commercial  commodity,  and  the  result  was  we  did  not  do  it.  On  came  this 
clash  of  arms  and  we  did  not  go.    I  will  read  to  yon  why  we  did  not  go. 

Q.  Can  you  state  how  far  it  had  been  introduced  to  the  world  before  that  time?— 
A.  I  must  say  in  answer  to  that  that  the  production  of  oil  in  1872  was  about 
16,000  barrels  of  oil  per  dav;  back  in  1870  it  was  15,000  barrels  of  oil  a  day.>  For 
all  that  great  quantity  of  oil,  from  1860  to  1872,  a  market  had  grown  up  through- 
out the  world,  as  we  knew  the  world  at  that  time.  It  was  a  good  whUe  ago,  of 
course.  There  were  in  the  field  at  that  time  upward  of  150  refineries,  and  as  I 
said  before,  with  all  the  modern  improvements  that  existed,  so  fcx  as  rwitlring  lUo- 
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minant  was  conoerned->I  want  to  give  the  credit  to  the  Standard  Oil  Company  for 
this  fact  that,  owning  the  hnsiness,  practically,  it  was  dependent  upon  them  to 
bring  out  all  the  hy- products  from  the  residuum.  They  made  a  wonderful  success 
of  it.  But  do  you  suppose  that  I  or  any  other  active  man,  with  brains  and  capac- 
ity, could  not  have  done  the  same  thing  if  we  had  had  the  opportunity  and  been 
left  to  ourselves  to  manage  our  business?  Has  not  the  iron  business  passed  ft'om 
all  the  world  to  the  Sierra  furnace,  and  every  other  improvement  b^n  brought 
about  by  general  trade?  Can  one  man  in  the  business  claim  he  was  the  only  brain 
in  it?  Nor  is  it  true  of  the  Standard  Oil  Company.  I  say  particularly  they  never 
invented  anything.  As  somebody  said,  they  did  not  even  invent  the  rebate. 
They  were  dependent  on  the  brains  of  the  average  man.  They  have  done  nothing 
that  any  member  of  this  commission  could  not  have  done  had  you  had  the  oppor- 
tunity to  do  it,  and  get  your  product  to  market  over  the  transportation  lines  of 
the  country. 

THIS  STANDARD  HAD  TO  DEVELOP  THE  USE  OP  THE  BY-PRODUCTS. 

Q.  (By  Mr.  Kennedy.)  You  were  just  giving  the  Standard  Oil  Comi>any  credit 
for  the  wonderful  growth  of  the  by-products?— A.  Yes;  because  I  have  to.^ 

Q.  Do  you  manufacture  any  of  these  by-products,  such  as  vaseline?— A.  I  make 
the  crude  stock. 

Q.  And  sell  that  to  the  Standard?— A.  Not  entirely;  I  presume  they  buy  some  of 
it  I  make  all  of  these  products.  I  turn  off  from  thirty  to  thirty-five  thousand 
dollars'  worth  every  month.  Perhaps  I  have  one  of  the  largest  refineries  in  exist- 
ence outside  of  the  Standard. 

Q.  Can  yon  manufacture  these  by-products  just  as  well  as  the  Standard  Oil 
Company  and  put  them  on  the  market?— A.  If  we  were  in  like  circumstances  we 
could;  but,  you  understand,  the  bv-products  are  manufactured  not  only  by  l^e 
Standard,  but  in  a  small  way  by  others.  For  instance,  the  druggists  manufacture 
their  own,  and  they  come  to  me  to  buy  the  stock;  but  the  Standard  Oil  Company, 
I  mean  to  say,  were  the  first,  through  the  agency  of  somebody  else's  brains,  not 
their  own,  to  establish  these  factories.  I  say  to  you  this  product  of  petroleum  is 
most  wonderful.  Chemistry  knows  nothing  about  it  even  to  this  day,  and  our 
colleges  have  scarcely  taken  up  the  science  of  petroleum.  We  have  to  depend  on 
Europe  for  the  knowledge  we  have  obtained  as  to  these  by-products. 

Q.  (By  Mr.  Clarke.)  I  can  not  see  why  you  can  not  produce  these  by- 
products.—A.  We  can;  I  am  not  complaining  about  that. 

Q.  (By  Mr.  Farquhar.)  Do  you  not  sell  the  by-products  to  anybody?— A, 
Certainly. 

Q.  All  refineries  do?— A.  Yes. 

Q.  (By  Mr.  Phillips.  )  Is  it  on  account  of  the  large  amount  the  Standard  refines 
that  they  have  established  these  different  plants  to  produce  these  by-products?— 
A.  They,  having  control  of  the  business  from  1872.  had  to  take  care  of  them. 
There  was  no  one  in  the  business  to  take  care  of  them. 

Q.  What  is  the  chief  by-product  from  x)etroleum;  is  it  not  lubricating  oil? — 
A.  No. 

Q.  What  is  it? — A.  From  the  by-products  of  petroleum  there  enter  into  the 
materia  medica  over  200  remedies. 

Q.  Do  you  speak  of  coal  tar,  etc.?— A.  In  addition  to  that  the  beautiful  aniline 
colors  are  produced  from  the  coal  tar  you  speak  of.  Thousands  of  things  are 
made  from  petroleum;  but  that  has  come  on  with  time,  just  as  the  time  was  when 
we  could  not  make  a  piece  of  sheet  steel. 

LUBRICATING  OIL  IS  NOT  A  BY-PRODUCT;  NOR  PARAFFIN  WAX. 

Q.  How  about  lubricating  oil?  Is  it  not  a  very  large  by-product?— A.  No;  it 
would  not  be  termed  a  by-product,  because  there  is  not  a  lubricating  oil  produced 
from  the  crude.    That  never  sees  fire  at  all,  some  of  the  richest. 

Q«  (ByMr.  Batchford.)  Howaboutparaffin  wax?— A.  It  is  one  of  the  products; 
T^ot  strictly  called  a  by-product.  The  by-products,  as  a  rule,  arise  from  that  which 
J^iains  in  the  still,  or  the  top,  which  runs  anywhere  from  6  to  10  or  12  -per  cent 
^Hnn  that  is  made  the  paraffin  oils,  red  oils,  yellow  oils,  and  miners*  oils.  These 
things  coming  from  the  top  are  strictly  the  by-products.  The  petroleum  wax  comes 
At  a  certain  point  in  distillation,  if  you  take  it  out.  You  take  it  out  when  wax  is 
uear,  and  perhaps  leave  it  in  when  wax  is  cheap,  whichever  pays  best.  You  can 
take  out  tne  wax  whenever  you  want  to,  or  break  it  up  by  heat,  by  destructive 
distillation,  and  put  it  into  illuminating  oil. 

>  B—  Mr.  Boyle,  p.  441;  Mr,  Archbold,  p.  570. 


628  HEARINGS  BEFOBE   THE   IN0U8TBIAL  COMMISSION. 

BKLATIVB  VALUE    OF   PRINCIPAL    PRODUCTS    AKD    BY*PRODUCT8^— THB    8TAHDABD 
HAS  NO  MONOPOLY  OP  MAKUFACTURING  BY-PRODUCTS. 

Q.  (By  Mr.  Kennedy.  )  State  in  dollars,  if  you  can,  what  yonr  inoome  fram  the 
by-products  of  oil,  or  petroleum,  is,  compared  with  your  inoome  from  illuminatuig 
oil. — A.  I  could  not. 

Q.  Ck)uld  not  approximate  it?-* A.  I  can  not  answer  the  question,  because  I  do 
not  make  any  paraffin  oil.  I  make  wax,  and  what  is  called  petrolatum^  or  whst 
you  know  as  cosmoline— all  the  same  thing;  all  these  **  lins  "  are  one  and  the  same 
thing. 

Q.  I  think  the  Standard  people  have  testified  that  one-half  their  business  is  p«- 
haps  in  l^e  by-products.'  Would  that  be  so  in  your  business?— A.  No;  but  I  have 
no  reason  to  contradict  their  statements.  I  should  not  put  down  the  by-product 
or  the  residuum  as  being  a  half  of  their  business— not  by  any  means,  because,  as  I 
have  said,  you  get  75  per  cent  of  illuminating  oil,  while  you  will  get  10  to  13  per 
cent  of  benzine  or  g^asoline. 

Q.  I  mean  in  value. 

Q.  (By  Mr.  Fabquhar.)  The  statement  is  that  the  bv-products  amount  to 
nearly  half  in  value,  on  account  of  the  high  price  of  certain  by-products;  {urovided, 
of  course,  the  Standard  or  these  other  manufacturers  utilize  these  by-products 
themselves,  instead  of  selling  the  residuum  for  others  to  manufacture. 

A.  I  could  not  affirm  or  deny  that. 

Q.  (By  Mr.  Kennedy.)  Have  the  Standard  people  a  great  advantage  over  ytm 
in  the  development  they  have  brought  about  of  the  by-products  of  i)etrc4eum?— A. 
There  are  no  developments  to-day  that  any  man  can  not  enjoy  if  he  wants  to. 

Q.  Ton  g^ve  them  the  credit  of  developing  it? — A.  I  do;  because  there  was  no 
one  else  to  bring  it  up.  The  business  has  been  in  their  hands  from  1872  to  the 
present  time. 

Q.  (By  Mr  Phillips.)  Your  understanding  i^  the  by-products  were  not  so  valu- 
able before  their  advent?— A.  I  mean  they  were  not  developed;  they  are  notderet 
oped  to-day. 

VALUE  AND  USES  OF  PARAFFIN. 

Q.  (By  Mr.  Batohford.  )  It  has  been  stated  that  as  the  by-products  of  there- 
fining  of  oils  are  comparatively  new  products  it  has  cost  more  to  market  them,  in 
many  cases,  than  has  been  derived  from  their  sale.  What  is  your  experience  in 
that?— A.  I  do  not  think  it  is  true. 

Q.  If  that  statement  is  true,  I  wanted  to  know  whether  in  your  jud^pnent  tlie 
price  of  the  main  product  should  not  be  reduced  to  the  people  as  the  vsuue  of  the 
by-product  increases? — A.  Until  the  general  rise  of  business  these  things  that  yoa 
term  by-products  did  not  bring  a  high  price.  I  sold  wax  as  low  as  li  cents  a  pound 
within  the  last  three  years.  We  had  to  take  what  we  could  get  for  it.  Germany 
and  France  were  full,  the  factories  were  full,  people  did  not  want  any  goods,  and 
there  was  no  market  for  it.  We  make  about  4,000  to  6,000  pounds  a  day  of  it;  two 
or  three  tons  of  nice  bleached  wax,  white  as  that  paper,  and  we  get  to-day,  I  think, 
about  8|  or  4  cents  a  pound.  It  is  not  high,  and  really  I  do  not  see  how  you  could 
reduce  the  price  of  that  commodity  ver^  much. 

Q.  The  main  use  to  which  that  wax  is  put  is  the  making  of  candles? — ^A.  Ob, 
no.  You  can  not  make  a  joint  of  a  pipe  without  the  use  of  paraffin  wax;  you  can 
not  string  a  telegraph  or  scarcely  a  telephone  line  without  the  use  of  paraffin  wax. 
It  is  used  in  almost  everything  where  protection  is  required,  because  it  is  a  non- 
conductor. It  enters  into  everything  pertaining  to  electricity.  It  is  not  used 
largely  in  candles,  except  in  connection  with  stearin.  The  Standard  mold  all  the 
candles  of  the  country,  and  they  mold  the  public  opinion  of  the  country  pretfy 
near.    They  are  good  molders;  no  question  about  that. 

THE  STANDARD  RETARDED  THE  DISTRIBUTION  OF  OIL. 

Q.  (By  Mr.  Phillips.)  Will  you  return  to  that  question  as  to  how  widely  the 
use  of  it  had  gone  into  the  world?— A.  I  want  to  say  in  answer  to  that  that  every 
civilized  country  where  oil  is  used  had  its  representative  in  New  York,  Philadel- 

§hia,  Baltimore,  Pittsburg,  Oil  Creek,  Portland,  Bremen,  Hunburg,  Paris,  Lon- 
on,  and  Liverpool,  and  tney  were  asking  for  these  goods.  It  was  pretty  much 
all  over  the  world  before  ever  the  Standard  Oil  Comx)any  was  heard  of.  They 
retarded  the  distribution  of  this  commodity.  I  was  willing  to  go  to  the  ends  dt 
the  earth  to  make  a  market,  and  other  manufacturers  were  willing  to  go  with  me 
and  make  a  market;  but  in  the  first  history  of  this  business  the  Standard  Oil  Com- 
pany compelled  these  men  to  step  over  the  threshold  of  their  offices  to  get  this 
commodity.    That  was  the  condition. 


1  See  Mr.  Archbold,  p.  SSL 
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THE  STANDARD  HAS  NOT  CHEAPENBD  OIL. 

And  yet  they  say  that  they  are  benefactors,  benefactors  of  the  people,  for  redao- 
inf;  the  price  of  the  commodity!  Why,  I  have  known  a  single  gallon  of  oil  to  sell 
within  the  territory  of  the  United  States  at  one  and  one-half  times  the  cost  of  a 
barrel  of  cmde  petroleum  to  make  it,  botyon  can  not  get  that  to-day.  The  moment 
yon  enter  the  market  of  Hornellsyille,  Washington,  or  Wilkesbarre,  if  yon  choose, 
with  oil  from  an  independent  refinery,  and  build  your  stations  and  office,  down 
goes  the  price.  Not  four  weeks  ago,  when  I  sent  my  oil  to  a  certain  point,  the 
market  was  reduced  1  cent  a  gallon  because  I  came  there.  It  has  been  well  said, 
"  This  business  belongs  to  ns;  you  get  out. "  Take  up  that  volume;  read  the  Com- 
monwealth V.  The  Pennsylvania  Railroad;  it  gives  everything.  The  Standard  Oil 
ComiMOiy  are  not  entitled  to  the  credit  of  being  benefactors  or  of  cheapening  this 

Sroduct.  Wails  «re  coming  up  from  New  Mexico  and  from  Texas  and  from  every 
tate  in  the  Union  on  account  of  the  exorbitant  price  and  poor  quality  of  tne 
petroleum:  you  have  read  them.  Look  at  the  condition  of  thingis.  Laws  are 
passed  bv  the  several  States  of  this  Union  against  encroachments  on  the  rights  of 
the  people,  but  when  it  comes  to  appropriating  money  to  carry  out  these  laws,  the 
third-house  men  say  to  the  farmer,  '*  If  you  vote  for  the  appropriation  that  will 
put  this  law  into  eftect  you  are  going  to  increase  your  taxes.**  The  result  is  they 
strike  out  the  appropriation  that  should  enable  the  attorney-generals  of  the  severu 
States  to  enforce  these  laws.  An  attorney-general  stated  m  an  article  just  a  short 
time  ago,  "  I  have  to  put  my  hands  in  my  own  pocket  to  pay  the  necessary  fees  to 
bring  this  suit;  no  appropriation.**  Whenever  legislation  can  not  be  stopped 
against  these  people,  they  go  to  the  next  resort  and  stop  the  appropriation.  I  do 
not  say  they  do  it,  but  I  say  it  happens. 

THE  STANDARD  CUTS  PRICES  WHERE  COMPETITION  APPEARS. 

Q.  (By  Mr.  Ratchford.)  You  made  a  statement  that  if  you  erected  stations  or 
tanks  in  Wilkesbarre,  for  instance,  the  Standard  would  reduce  the  price  of  oil? — 
A.  That  is  true. 

Q.  Can  you  furnish  this  commission  with  a  specific  instance  where  this  has  been 
done?— A.  Oh,  yes;  1  can  furnish  you  a  hundred  of  them.    Take  it  in  Philadel- 

Shia:  I  lost  $150,000  in  one  station  myself  in  lowering  the  price  from  time  to  time, 
ly  wagon  was  there  with  my  man  on  it.  Their  wagon  would  come  in  ahead  of 
me.  They  would  go  to  that  customer  ana  reduce  the  price,  and  they  would  say 
they  would  sell  him  oil  cheaper.  They  employed  other  fellows  to  watch  where 
I  went. 

Q.  (By  Mr.  Phillips.)  When  did  this  occur?— A.  It  has  occurred  during  the 
years  of  1891,  1892, 1893, 1894,  1895,  and  1896.  It  occurred  right  along  until  I  quit 
there  J 

Q.  Has  it  occurred  since  you  departed  from  that  station? — A.  Yes;  it  has  oc- 
cnnred  within  tiie  last  six  weeks— reducing  of  the  price. 

Q.  How  about  New  York  (I^ty?  Has  there  been  any  reduction  there?— A.  I  have 
known  New  York  to  sell  oil  at  6  cents;  when  the  Columbia  Company  put  on  their 
wagon  it  was  5  cents  in  10  days. 

Q.  Has  that  continued  to  the  present  time? — A.  I  do  not  know;  I  have  been 
away  2  years. 

-^Q«  (By  Mr.  Clarke.)   Did  you  ever  reduce  your  price  to  get  business?— A. 
Have  to;  have  to  compete. 

^   Do  you  have  any  competitors  besides  the  Standard? — A.  Yes. 
Do  they  follow  you  up?— A.  The  other  competitors?    No. 
Never?— A.  Never. 

Do  you  try  to  follow  up  anybody? — A.  Never. 

Do  you  ever  reduce  your  price  before  the  price  is  reduced  by  your  com- 
petitor?—A.  Oh,  yes,  I  suppose  so.  It  is  trade.  I  am  merely  discussing  the 
methods  of  keeping  people  out  of  business. 

Q*  (By  Mr.  Kennedy.)  The  Standard  people  say  the  cutting  is  generally  com- 
menced by  the  independent  people. — A.  They  know  better. 

Q*  (By  Mr.  Ratchford.)  That  is  the  reason  I  asked  the  question;  they  make 
ttie  broad  statement  that  they  never  cut  except  to  meet  a  cut.— A.  They  know 
better.  Whenever  they  know  your  oil  is  on  the  way  to  a  particular  market  they 
will  cut  the  price  before  you  get  there.  I  have  shipped  oil  to  places— started  it 
ju^own  to  them,  I  thought;  but,  as  in  the  instance  I  gave  you  this  morning,' 
^ey  knew  what  I  was  going  to  do  before  I  did;  and  they  went  ahead  and  reduced 
«e  price  before  my  oil  got  to  the  point. 

^ Oomp«re  Mr.  Lee,p.M6;  Mr^  We8tffate,p.S66.  > See  pp.  0I4,61S. 
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ABSORPTION  OF  PIPK  LINB8  AND  RBrunCRISS  BT  THS  STANDARD. 

(The  witness  reads  from  his  pamphlet:) 

**Soon  aft^r  it  indnced  Soott,  of  toe  Pennsylyania  BsilToad,  to  surrender  the  oil 
traffic  in  exchange  for  Western  freights,  under  a  general  apportioiiment  of  fraights 
between  the  trunk  lines.  By  this  means  was  diverted  a  greater  part  of  the  refining 
trade  from  Pittsburg  and  from  the  oil  regions  of  Pennsylvania  to  CleTeland,  Ohio. 
It  then  bought  a  controlling  interest  in  the  United  Pipe  Lines. *" 

Now,  that  is  in  answer  to  Mr.  Farqnfaar*s  question.^  At  this  time  they  came  in 
and  pnrchased  from  the  Vandergrift  people,  who  were  formerly  the  United  Pipe 
Line.  They  pnrchased  from  them,  as  yon  will  see,  all  this  oil  production  of  thor 
lines. 

''The  United  Pii>e  Lines  Association  mov€d  forward  steadily.  It  bonght  or 
combined  the  Oil  City,  Antwerp,  Union,  Kams,  Ghiuit,  Conduit,  Belief,  PennsjFi- 
vania.  Clarion,  and  McKean  divisions  of  the  American  Transfer,  Prentice,  Oleiai, 
Union  Oil  Company's  at  Clarendcm.  MoCalmont  at  Cherry  Grove,  and  —wj^liw 
lines,  covering  the  oil  region  from  Allegheny  to  Butler.  Then  followed,  at  difiier- 
ent  intervals,  an  association  with  the  other  pipe  lines,  the  purchase  of  the  Colnoh 
bia  Condnit  Company,  of  Pittsburg,  the  purchase  of  all  the  Titus ville  independent 
refiners,  who  wereToroed  to  sell;  the  Titusville  Daily  Herald,  Bradford  Daoly  Era, 
and  the  Oil  City  Derrick,  which  were  subsidized  and  then  purchased;  the  purcdiaae 
of  the  Union  Oil  Company's  pipe  lines  in  the  Stoneham  field." 

I  may  say  right  here  the  Standard  Oil  Company  are  not  entitled  to  the  credit  fw 
building  these  lines.  The  leading  lines  were  built  by  individuals  before  they  came 
in.    They  were  simply  absorbers. 

Q.  (By  Mr.  Phillips.  )  It  was  built  to  the  seaboard  was  it?— A.  It  had  the  credit 
of  building  the  first  seaboard  line,  which  is  outside  of  the  Standard,  "  the  secur- 
ing of  the  control  of  the  Tidewater  Pipe  Line,*  and  of  its  dependent  refineries,  and 
of  its  associated  Western  Transportation  Line,  and  the  purchase  of  the  Pittsburg 
Pipe  Line  and  its  dependent  refineries." 


EXTRAVAQANT  PRICBS  PAID  FOB  LINES  AND  SERVICES. 

Now  turn  to  the  following  history  on  pase  57: 

**  At  some  time  daring  the  progress  of  tnese  purchases,  the  reorganization  on 
the  trust  basis,  formerly  referred  to,  was  effected.  The  sum  of  all  these  purchi»es 
amounted  to  millions  of  dollars.  All,  or  nearly  all,  of  them  were  made  at  prices 
grossly  in  excess  of  the  reasonable  value  of  the  material  and  business  sold,  thechi^ 
consideration  being  the  absorption  and  accumulation  of  power,  which  the  monopoly 
was  thereby  ac(iuiring.  From  time  to  time  new  persons  were  taken  into  this 
association.  As  Mr.  Dodd,  solicitor  for  the  Standard  Oil  Truat,  said  in  his  ai^u* 
ment  in  1888,  or  rather  in  the  history  of  the  Standard  Oil  Trust:  '  Whenever,  and 
wherever,  a  man  showed  himself  skillful  and  useful  in  any  branch  of  the  business 
he  was  sought  after.'  It  has  paid  salaries,  fees,  and  bonuses  with  imperial  pro- 
digality, some  for  services,  some  for  servitude,  some  for  keeping  out  of  competi- 
tion, and  some  for  keeping  still. 

HOW  THE  STANDARD  USES  THE  RAILROADS. 

''  Its  methods  of  business  are  in  fine  harmony  with  the  manner  of  its  growth. 

It  has  divided  the  whole  United  Stat^  into  '  oil-consuming  districts.'    It  goes  to  a 

distributing  railroad  company  in  the  West  and  says:  *  If  yon  will  receive  and  carry 

\  oil  exclusively  for  me,  I  will  furnish  your  whole  distributing  area,  but  if  you 

receive  and  carry  any  oil  of  any  other  refiner  or  shipper  I  shall  have  to  create  in 

.  your  district  such  a  destructive  competition  as  will  ruin  your  rates.*" 

That  has  been  done,  and  can  be  proved  by  a  thousand  witnesses. 

'*  Where  there  are  competing  roads  it  gets  their  mana^rs  together  and  shows 

them  how  it  can  supply  tnem  with  all  the  oil  they  can  distribute,  so  apportioned 

between  them  as  to  maintain  rates  on  a  noncompetitive  basis.    It  never  breaks  a 

promise  when  that  promise  conveys  a  threat.    Ii,  therefore,  it  fails  to  make  such 

exclusive  arrangement  in  any  district,  and  an  independent  refiner  is  admitted 

therein  as  a  shipper  on  equal  terms,  it  forthwith  ignores  all  freight  rates  and  all 

j  values,  puts  the  price  of  oil  to  the  consumer  below  the  original  cost,  and  keeps  it 

'  there  until  it  drives  the  independent  refiner  out  of  the  district." 

Q.  (By  Mr.  Kennedy.)  When  Mr.  Archbold  was  on  the  stand  the  other  day  he 
submitted  to  the  commission  letters  from  a  large  number  of  the  railroad  managers 


1  Page  606.    See  also  Mr.  Boyle,  p.  4S6. 
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of  the  TJnited  States  stating  that  they  gave  no  favors  to  the  Standard  Oil  Ck>mpany, 
and  that  the  Standard  Oil  Company  asked  for  none.^  Now,  that  is  the  evidence 
that  they  put  in.  You  make  this  statement  here.  Can  yon  give  the  Commission 
any  evidence  aside  from  your  word  that  this  is  done?— A.  I  am  prepared  to  answer 
in  full  the  documents  in  my  statement. 

Q.  These  letters  referred  to  the  period  since  the  passage  of  the  interstate-commerce 
law.— A.  Yes;  I  do  not  know  anything  about  that,  but  I  do  know  that  they  have 
paid  them  right  along. 

Q.  Since  the  passage  of  the  interstate-commerce  law?—- A.  Yes;  and  I  will  prove 
it  waspaid  up  to  last  January. 

Q.  To  the  Standard  Oil  Company?— A.  I  say  rebates  are  paid.  Very  well;  they 
are  not  only  shippers  of  oH,  not  only  behind  oil,  but  perhaps  behind  everything 
else,  as  I  have  stated  before. 

Q.  If  yon  have  it  in  order,  I  will  withdraw  my  question. 

THE  8TA19DARD  MAKES  ITS  ORRA.TBST  PROFITS  IN   AMBRICA— THE  INDEPENDENTS 

COULD  NOT  LIVE  WITHOUT  THE  FOREIGN  TRADE. 

Q.  (By  Mr.  Phillips.)  You  can  proceed  in  your  own  way. 

*'It  then  dictates  its  terms  to  the  railroad.  Where  it  thus  secures  exclusion,  it 
establishes  and  maintains  a  price  to  the  consumer,  without  the  least  regard  for  gen- 
eral market  values,  as  high  as  the  conditions  will  warrant "  (that  I  can  prove) ; 
**  and  where  such  exclusion  is  not  established,  as  low  as  will  be  necessar^r  to  exter- 
minate the  competitor.  There  are  exclusive  districts  where  refined  oil  is  sold  at 
more  than  $40  per  barrel,  and  there  are  contested  districts  where  it  has  been  sold 
as  low  as  $1.25  per  barrel.  As  all  the  export  oil  must  be  sold  in  Europe  in  compe- 
tition wltli  the  Russian  production,  the  profits  are  normal.  The  revenues  of  the 
Standard  are,  therefore,  chiefly  made  oetween  the  American  producer  and  the 
American  consumer." 

Q.  (Bylfr.  Kennedy.)  I  think  it  was  given  in  evidence  by  some  gentleman  rep- 
resenting your  side  of  this  question  that  your  business  was  not  profitable  until 
you  secured  the  European  field— the  German  and  English  fields.  That  seems  to 
be  a  little  at  variance  with  your  statement  there.— A.  It  is  the  only  field  we  were 
never  shut  out  of. 

Q.  (By  Mr.  Phillips.)  0>uld  you  or  could  vou  not  refine  oil  here  without  sell- 
ing export  oil?  Is  that  not  really  essential?— A.  Certainly;  I  have  shown  you  that 
the  quality  is  not  used  in  this  country  that  is  sold  in  Europe. 

9*  (By  llr.  Kennedy.)  You  say  here  the  Standard  Oil  Ck>mpany  makes  profits 
chiefly  between  the  American  consumer  and  producer.  Now,  your  people  have 
testified  that  vou  have  a  profit  in  this  foreign  market.  Therefore  if  you  have  a 
profit  and  sell  in  competition  with  the  Standard  they  must  have  a  profit  there, 
too?— A.  Certainly  they  have.  I  have  stated  that  since  the  German  government 
says  there  must  be  no  unfair  trading  there  has  been  no  particular  cutting  of  prices. 
That  is  the  situation  exactly. 

THE  standard  IS   ABLE  TO  KEEP  COMPETITORS  OUT  OF  NEARLY   ALL  DOMESTIC 

MARKETS. 

Q.  (By  Mr.  Phillips.)  Do  you  undertake,  then,  to  state  that  the  opposition  are 
making  more  out  of  the  American  trade  than  the  independents  are?— A.  I  simply 
say  it  is  an  impossibility  for  me  to  ship  oil  even  to  the  Mississippi  River  and  com- 
pete with  the  Standard  Oil  (Company.  I  can  not  go  to  the  Coast  at  all,  and  there  are 
a  hundred  and  one  accounts  I  can  call  to  prove  my  assertion.  What  I  mean  to 
say  is  that  I  can  not  even  go  to  Elmira  and  sell  in  competition  with  the  Standard 
Oil  Company,  a  distance  of  143  miles  from  my  factory.  I  do  not  sell  there;  I  do 
not  sell  to  the  nearest  town. 

Q.  Why  do  you  not?->A.  Because  this  war  is  created  at  once. 
.  Q-  (BvMr.FARQUHAR.)  Competition  Starts  in?— A.  That  is  right;  but  it  goes  on 
just  as  it  did  in  Philadelphia,  away  below  the  cost  of  the  commodity.  There  I 
lost  $54,000,  and  then  I  qmt.  I  gave  it  over  to  the  Pure  Oil  Company,  and  it  is 
there  yet — ^all  my  horses,  all  my  wagons.'  I  have  gone  out  of  the  outside  business. 
I  can  not  do  busmess— that  is  all  there  is  about  it.  Seventy  per  cent  of  my  product 
goes  to  Europe  now.  I  make  very  largely  lubricating  oils  and  wax.  The  Brad- 
ford oil  is  one  that  does  not  yield  very  heavily  in  water  whites;  therefore  I  have 
got  to  send  my  commodities  to  Europe. 

tSeei>p.518-60S. 
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COMPETITION  LSADS  BOTH  SIDBS  TO  CUT  PRICSB;  BUT  THB  STANDAKD  DOS  50T 
ALLOW  ANY  COMPETITION  TO  APPEAR  WITHOUT  WAB— AMOUNT  HANDLED  BT 
INDEPENDENTS. 

Q.  When  yon  are  going  into  the  field,  do  you  start  to  sell  below  tbe  Standard 
ratoB?— A.  No;  we  attempt  to  maintain  rates. 

Q.  And  the  cutting  comes  sometimes  from  the  Standard  and  sometimes  from 
yon? — A.  Certainly  it  does;  becanse  we  go  into  a  market,  and  the  astute  mer- 
chant says,  *'  I  am  not  going  to  buy  from  yon.  I  will  bny  from  the  Standard  Oil 
Company.**  What  will  yon  do?  Of  course  you  will  rednoe  prices.  Bat  we  do 
not  go  into  the  market.  We  only  handle  about  8,000,000  barrels  a  year,  all  told, 
out  of  23.000.000  produced.  Only  about  8,000,000  barrels  of  it  is  not  handled  by  the 
Standard  Oil  Company. 

Q.  (Bv  Mr.  A.  L.  Harris.  )  If  your  competition  does  not  exceed  10  per  cent  of 
the  trade  at  a  given  point,  do  they  pay  any  attention  to  it? — A.  Yes;  if  we  go  in 
with  a  carload  of  oil,  that  is  quite  sufficient  to  create  a  war  J 

OIL  CHEAPER  IN  EUROPE  THAN  IN  AMERICA,  BECAUSE  OF  REGULAR  COMPETTriOS. 

Q.  (By  Mr.  Farquhar.)  Oil  for  oil,  <)uality  for  quality,  does  the  European 
consumer  get  oils  cheaper  than  the  American? — A.  Yes. 

O.  How  much  cheaper? — A.  I  can  not  give  you  the  percentage.  In  Europe 
to-day  I  should  say  that  oil  of  this  quality  i»  25  per  oent  cheaper  than  the  same 
quality  is  sold  on  the  average  in  this  coun^.* 

Q.  Now,  does  that  arise  from  the  competition  of  the  Russian  oil  with  the  Ameri- 
can product?— A.  it  arises  from  the  fact  that  we  are  in  these  markets  as  competi- 
tors, and  RuHsia  is  there  as  a  competitor.  The  competition  unquestionably  brings 
that  market  down. 

Q.  Bat  the  independents  and  the  Standard  Oil  Company  sell  at  about  the  same 
rates  in  Europe? — A.  Yes. 

O.  And  you  have  g^t  to  meet  Russian  competition?— A.  No.  The  RussiaDe 
self  very  low  compared  with  the  Americans.  They  had  rather  have  American 
oil  at  one-half  cent  advance  than  Russian.  It  goes  farther;  no  bad  smell  about 
it;  it  is  good  oil.  They  must  come  in  and  pick  up  what  they  can,  and  they  do; 
but  the  distribution  of  the  Russian  goods  is  very  small  indeed. 

THE  AVERAGE  PRICE  IN  AMERICA  IS  HIGH,  THOUGH  THE  PRICE  IS  VERY  LOW 
WHERE  THB  STANDARD  MEETS  A  COMPETITOR.— THE  STANDARD  TRIED  THE  SAJIS 
POUCY  IN  GERMANY. 

Q.  (By  Mr.  Kennedy.)  There  is  one  point  about  this  that  I  can  not  under 
stand.  Some  witness  testified  that  your  business  was  not  profitable  until  yoo 
secured  the  German  market.  Now,  you  sell  the  oil  cheaper  to  Germans  than  in 
this  country  by  25  per  cent? — A.  1  do  say  that.  It  has  been  a  good  deal  more  than 
that  at  times. 

Q.  (By  Mr.  A.  L.  Harris.)  Why  is  that?  Is  it  because  the  Gterman  govern- 
ment does  not  permit  cut  rates  to  the  extent  of  destruction? — A.  No;  I  do  not  know 
that  that  is  it,  but  until  we  got  firmly  established  in  the  bualness  over  in  Europe 
there  was  a  determination  that  we  should  not  go  there,  and  they  commenced  the 
same  tactics  in  that  country  as  in  this.  Thev  sold  oil,  for  instance,  on  the  Rhine  at 
a  cent,  or  2  cents,  or  half  a  cent  a  gallon  cheaper  than  they  did  at  points  where 
we  were  not  present.  In  other  words,  in  an  adjoining  district  it  would  be  higher 
than  in  the  district  where  we  were.  Then,  again,  if  they  were  obliged  to  cut  pncee, 
perhaps  below  cost,  on  the  Rhine,  they  would  levy  a  tribute  upon  the  people  on 
the  Elbe  to  make  up  what  they  lost  here.  When  I  sold  oil  in  Philadelphia  as  low 
as  3  cents  a  gallon  it  was  selling  in  New  York,  100  miles  away,  at  8  cents. 

Q.  (By  Mr.  Farquhar.)  Would  not  vou  have  done  the  same?  Was  it  nots 
good  policy  on  the  part  of  the  Standard, where  they  had  no  competition  in  Germany, 
and  knew  they  could  sell  at  25  per  cent  less  than  they  could  in  the  American  mxt- 
ket,  to  hold  these  places  there  where  there  was  no  competition  and  to  keep  np 
prices  there?  Is  not  that  good  in  any  business? — A,  That  was  not  the  case  untu 
that  competition  came  in. 

Q.  But  where  they  had  no  competition  would  they  not  very  naturally  get  35 
per  cent  more  if  they  could,  to  gain  as  many  points  as  they  could  on  the  25  per 
cent?— A.  Certainly;  I  would  hold  the  price  as  long  as  I  oould,  but  I  would  not 
put  it  beyond  a  reasonable  price.  If  yon  had  competition  in  this  country,  yon 
would  get  oil,  at  least  on  an  average,  50  per  cent  cheaper. 


^  Compare  Mr.  Westgate,  p.  387.  *  Compare  Mr.  Lee,  p.  S7V. 
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PRICE  AND  QUALITY  OF  OH.  AND  GASOLINE  IN  CALIFORNIA. 

In  the  state  of  California,  where  I  have  bought  oil,  I  have  gone  to  the  markets 
and  paid,  in  cans,  20  cents  a  gallon;  and  the  same  oil  I  was  sending  ont  of  my 
factory  and  glad  to  get  4^  cents  for  it. 

Q.  (By  Mr.  Clarke.  )  Pnt  np  in  the  same  way?— A.  Tes.  I  have  gone  to  Valley 
Springs,  in  California,  and  bonght  gasoline  that  was  marked  on  the  head  "  Donole 
deodorized  gasoline,*'  and  paid  25  cents  a  gallon  for  it;  and  when  I  paid  that  I  was 
sellingthose  goods  by  hundreds  of  barrels  a  day  at  my  factory  at  4  cents. 

Q.  What  was  the  proper  charge  for  transportation?— A.  I  do  not  know.  The 
charge  on  oil  from  the  Atlantic  to  the  Pacific  is  75  cents  a  hundred.  Now,  who 
knows  anything  about  what  the  Standard  Oil  Company  pays?  I  do  not.  They 
may  pay  $1.35  or  50  cents  or  25  cents. 

Q.  ( By  Mr.  Phillips)  .  If  they  paid  the  same  as  others,  what  would  be  the  cost? — 
A.  Suppose  the  goods  were  worth  about  4  or  5  cents  at  the  refinery.  If  freight  is 
75  cents,  that  would  be  about  5f  cents  a  gallon;  call  it,  if  you  choose,  6i  cents, 
with  the  probable  leakage  and  loss.  It  should  be  sold  on  that  coast  to-day,  with 
a  good  profit,  at  10  or  12  cents  a  gallon. 

Q.  (B^  Mr.  Farquhar.  )  By  the  case  or  at  retail? — ^A.  By  the  case.  I  have  given 
the  outside  limit. 

Q.  (By  Mr.  Phillips.)  How  much  did  you  pay  at  retail? — A.  Twenty  cents. 

(j.  (By  Mr.  Farquhar.  )  Do  you  know  what  profit  the  retailer  made  out  of 
this? — A.  I  do  not  know  what  the  profit  was  to  him,  but  I  do  know  I  paid  25  cents 
for  gasoline,  double  deodorized,  and  when  I  opened  it  up  it  was  made  from  Lima 
benzine.  Now,  double-deodorized  gasoline  is  absolutely  like  ether;  you  can  take 
a  smell  of  it  and  it  will  make  you  drunk  in  10  minutes.  But  one  snuff  of  that 
would  Imock  you  down. 

Q.  So  you  can  not  tell  us  what  the  middleman  made  on  this  deal  at  all? — ^A. 
The  quality  of  the  goods  in  America  is  not  as  it  is  in  Germany,  because  the 
inspector  of  t^s  oil  does  not  do  his  duty.  I  could  make  charges  here  that  I  could 
prove  tiiat  would  make  your  hair  stand,  but  I  am  not  ^ing  to  do  it.  It  is  not 
within  your  province,  I  suppose,  to  know  anything  of  this  kind. 

THE  WITNBSS  CAN  COMPETE  WITH  THE  STANDARD  IF  HE  CAN  HAVE  EQUAL 

RAILROAD  RATES. 

Q.  (By  Mr.  A.  L.  Harris.)  Do  I  understand,  then,  that  it  is  the  matter  of  trans- 
portation that  prevents  your  competing  in  this  country  with  the  Standard  Oil 
Company  as  vou  compete  with  them  in  foreign  countries? — A.  That  is  exactly  it, 
and  that  is  all  there  is  to  it.  If  this  (Government  can  know  and  will  know  what 
the  railroad's  manifest  is  and  its  charge  attached  thereto  for  freight,  and  will  see 
that  there  is  fair  competition  in  the  market,  I  ask  no  odds  of  the  Standard  Oil 
Company.  I  can  manufacture  just  as  cheap  as  tiiey  can,  in  spite  of  their  asser- 
tions. 

O.  (By  Mr.  Phillips.)  And  as  good?— A.  As  good  as  they  can.  They  have  got 
notning  better  in  any  of  their  works  than  I  have  got  in  mine,  except  it  be,  perhaps, 
in  their  fine  laboratories,  in  the  manufacture  of  residuums  or  the  by-products. 
We  raise  no  question  about  that.  The  whole  question  is  the  question  of  trans- 
portation. If  you  will  force  the  railroads  of  tnis  country  to  obey  the  law,  you 
will  have  cured  this  evil. 

PAYMENT  OF  REBATES  HAS  BEEN  PROVED  TO  HAVE  CONTINUED  AT  LEAST  TO 
1W3,  THE  STATEMENTS  OF  GREAT  RAILROAD  MANAGERS  NOTWITHSTANDING. 

Q.  (By  Mr.  Farquhar.)  That  brings  the  Commission  face  to  face  with  this 
matter.  You  make  the  assertion,  and  so  have  others,  in  regard  to  rebates.  The 
Standard  Oil  Company  comes  forward  with  the  letters  of  twenty  great  railroad 
managers,^  and  we  can  neither  verify  your  statements  nor  discredit  tne  statenlento 
of  these  managers. — A.  I  will  put  you  so  you  have  got  to  sav  one  or  the  other. 

Q.  The  Commission  comes  to  a  stone  wall  there  if  we  do  not  have  verification. — A. 
Unfortunately  my  secretary  has  not  brought  up  important  docaments  that  I 
should  have  here  in  this  case;  but  I  trust  you  will  rely  implicitly  on  my  statemente 
in  what  I  am  going  to  sav,  because  it  is  my  own  case  that  I  am  going  to  bring 
before  this  committee.  It  is  the  case  of  Logan,  Emery  &  Weaver  v.  The  Pennsyl- 
vania Railroad  Company.  Here  is  an  abstract  from  the  records  of  McKean 
County,  from  the  Appellants'  Docket,  No.  130,  December  term,  1887.    It  is  the 

iSeepp.51&-JS». 
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case  of  A.  H.  Logan,  Lewis  Emery,  jr.,  and  W.  R.  Weaver,  partners  onder  the 
firm  name  of  Logan,  Emery  &  Weaver,  v.  The  Pennsylvania  Railroad  Company. 

Q.  (By  Mr.  Clarke.)  Let  me  inquire  if  the  case  grew  out  of  alleged  diaczimi- 
nation  before  the  passasre  of  the  interstate-commerce  law?— A.  Tes,  it  did;  hat 
the  discrimination  lasted  after  the  adoption  of  the  law,  and  a  suit  was  brought  tai 
rebates  or  difference  in  freight  np  to  1888.  In  the  settlement  of  the  case  it  was 
agreed  between  the  Pennsylvania  Railroad  and  ourselves  that  no  further  suits  would 
be  brought,  because  they  paid  a  certain  sum  of  money  to  me  to  settle  the  case 
The  rebates  existed  after  1887.  and  I  have  the  testimonv  to  produce,  if  necessary, 
of  that  fact.  I  will  produce  the  testimony  here,  part  of  it  taken  in  the  same  case, 
showing  that  rebates  were  paid  up  to  1888.'  In  April,  1887,  the  interstate-oomm^ce 
law  went  into  effect. 

Q.  (By  Mr.  Farquhar.)  There  has  never  been  a  question  before  this  Commis- 
sion aoout  rebates  and  discrimination  before  the  passage  of  the  interstate-com- 
merce law.  It  is  conceded  that  the  old  troubles,  the  wild-catting  system  of  malring 
freights,  existed  up  to  1880,  two  vears  after  the  passage  of  the  act.  There  are 
plenty  of  cases  there  on  file  now  showing  that  rebates  have  been  issued. — ^A.  Yes, 
there  is  a  case  in  which  I  am  interested  now  before  the  Interstate  Commeroe 
Commission  in  which  we  have  proven  rebates  to  1808. 

I  TESTIMONY  OF  HIGH   RAILROAD  OFFICKRS  COKTRADICTBD  BY  SUBORDINATES. 


I  desire  to  present  to  this  Commission  a  document  filed  with  the  court  in  McKean 
County,  February  17, 1800,  and  also  an  order  from  the  court,  a  rule  for  taking 
testimony.  I  should  be  Klad  to  have  you  examine  this  document,  to  see  that  it 
was  filed  with  the  court,  because  there  is  very  iniportant  testimony  in  it  r^ating 
to  transportation,  and  that  you  may  be  able  to  identify  it  in  the  future.  In  this 
suit,  of  which  I  have  a  transcript  here  from  the  document,  which  is  subscribed 
by  the  county  clerk,  protbonotarv,  George  W.  Mitchell,  we  called  to  the  stand 
George  B.  Roberts,  president  of  the  Pennsylvania  RaUroad,  and  the  question  was 
asked  him  if  his  road  paid  reoates  on  the  transportation  of  oil. 

Q.  (By  Mr.  Phillips.)  At  what  time?— A.  This  was  in  1800,  when  the  suit 
was  tried.  The  rebates  that  we  claimed  were  paid  to  January  1 ,  1888.  He  replied: 
**  No  rebates  are  paid  by  our  railroad  on  the  transportation  of  oil.*'  He  was  asked 
the  question  in  various  ways,  and  he  said  he  knew  nothing  of  any  rebates;  that  was 
against  the  policy  of  the  road.  John  S.  Wilson,  the  general  freight  agent  of  the 
road,  was  put  upon  the  stand.  He  said  positively  that  no  rebate  had  been  paid 
on  their  road  since  the  suits  of  1870  upon  petroleum.  He  said:  *'As  general  freigfat 
assent  of  this  road  I  should  know,  and  I  give  my  oath  that  no  rebates  were  paid.** 
The  auditor  of  the  road,  Mr.  Taylor — or  Mr.  Justis;  I  do  not  know  which;  one 
was  the  auditor  and  the  other  the  assistant  auditor — said  that  rebates  had  been 
paid,  and  if  I  had -my  books  here  I  could  read  you  when  they  were  x>aid  and  under 
what  conditions.  The  next  called  was  Mr.  Justis,  I  believe,  and  he  corroborated 
Mr.  Taylor  that  rebates  had  been  paid  on  the  Pennsylvania  road.  This  testimony 
was  taken  before  a  master.^ 

Q.  (By  Mr.  Clarke.)  Can  it  be  produced? — A.  Oh,  yes,  I  have  the  testimony;  I 
have  sent  for  it.  Mr.  Roberts  was  examined  in  the  court,  but  I  have  not  his  tes- 
timony here.  The  next  man  that  was  called  in  the  case  was  the  bookkeex)er,  Mr. 
Thayer,  who  had  stood  at  one  desk,  he  said,  26  years,  keeping  accoimts  in  a  certain 
department.  He  was  asked  whether  rebates  had  been  paid  to  any  shippers  of  oil 
over  the  road,  and  be  said  they  had.    We  called  a  large  number  of  witnesses. 

Q.  (By  Mr.  Phillips.  )  What  were  the  rebates?— A.  The  rebates  ran  from  8  cents 
a  barrel  to  28  cents  a  barrel.  Under  the  anti-discrimination  law  of  Pennsylvania 
the  penalty  prescribed  was  three  times  the  damages,  to  be  collected  of  the  man 
proved  guilty.  A  large  amount  of  our  shiraaents  of  crude  oil  from  the  oil  regions 
to  Philadelphia,  where  Logan,  Emery  &  Weaver  owned  a  refinery,  at  what  is 
caUed  Greenwich  Point,  on  the  Delaware,  were  shipped  from  Glean,  N.  Y.  When 
we  came  into  the  court  with  our  evidence,  exceptions  were  taken  to  that  XMUt  of 
our  claim  which  related  to  shipments  from  the  State  of  New  York,  on  the  ground 
that  interstate  shipments  could  not  be  considered  under  the  State  law. 

DIFFICULTY  OP  GETTING  BAILEOAD  PEOPLE  TO  APPEAR  IN  COURT  AND  TO  ANSWER 

QUESTIONS. 

We  commenced  this  suit  early  in  1887,  and  it  was  not  concluded  until  1800.  The 
railroad  people  were  able  at  will  to  send  word  to  the  master  that  they  could  not 

1  See  pp.  6a^  64S.    Also  Mr.  Lee,  pp.  287,  Xtt;  Mr.  Arehbold,  p.  Sl«. 
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come  to-day,  but  would  come  some  other  time.  We  traveled  with  our  attorneys 
600  miles,  smit>ly  to  go  home  again.  We  were  bandied  about  for  nearly  3  years  m 
taking  that  eviaence.  It  was  expensive;  it  was  annoying;  but  the  court  had  no 
X)Ower,  it  seemed,  to  compel  these  people  to  come  to  the  stand.  When  we  got  them 
to  the  stand,  certain  questions  were  propounded,  which  they  refused  to  answer 
under  the  advice  of  counsel — ^the  screen  which  all  these  crimmals  of  this  country 
who  are  against  its  laws  and  the  rights  of  the  people  get  under,  **  We  can  not 
answer  that  question  because  it  may  incriminate  us."*  They  would  not  even 
attend  the  court  in  McKean  County,  and  the  judge  issued  a  bench  warrant  and 
sent  the  constable  to  Philadelphia  and  brought  Mr.  George  B.  Roberts  and  Mr. 
Qreen  and  Mr.  Downy  and  others  to  the  bar  of  justice. 

PKOPOSITION  TO  SETTLE  THE  SUIT  OF  LOGAN,   EMERT  &   WEAVER. 

When  they  got  up  into  the  county  of  McKean  my  partner  said  to  me :  "  There 
is  a  proposition  to  settle  this  case."  I  did  not  want  to  settle.  I  wanted  to  fight 
the  tning  out.  We  had  compelled  the  Pennsylvania  Railroad  to  bring  their  books, 
and  there  were  three  tons  oi  them  that  they  nad  to  bring  upon  the  train  to  answer 
the  summons  of  the  court.  We  were  more  than  a  year  in  getting  those  books 
into  court.  Now  they  were  cornered  up,  and  we  had  absolute  proof  of  8  to  28 
cents  a  barrel  rebates  that  had  been  paid. 

THE  WITNESS  HAD  BUILT  HIS  PHILADELPHIA  REFINERY  AT  THE  SOLICITATION  OF 
THE  RAILROAD,  BUT  THE  RAILROAD  DROVE  HIM   OUT  OF  BUSINESS. 

I  went  to  Philadelphia  to  manufacture  oil  in  1880,  at  the  instance  of  the  railroad 
officials  themselves.  They  had  a  little  bit  of  a  quarrel  with  the  Standard  Oil 
Company  after  the  close  of  the  suits  of  1879 — Commonwealth  v,  Pennsylvania 
Bailroad.  They  invited  the  refiners  to  meet  them,  and  I  went  there  at  their  own 
solicitation  and  built  those  works.  I  ran  them  from  1881,  when  I  built  them,  up 
to  1887;  but  the  railroad  practically  drove  me  out  of  business  there.' 

SETTLEMENT  OF  LOO  AN,  EMERY  &  WEAVER'S  SUIT. 

Their  attorney  came  to  our  attorney  and  said :  '*  We  will  give  you  $85,000  to 
quit,  and  expenses  of  the  suit."  My  partners  had  become  discouraged  and  dis- 
gusted. We  took  the  money.  We  dla  not  go  on  with  the  interstate-commerce 
suit,  because  we  knew  we  should  never  get  through.  I  entered  one  suit  here  in 
the  Interstate  Commerce  Commission,  and  it  was  7  years  before  I  got  a  decision. 

Q.  What  was  the  amount  of  your  claims ?— A.  My  claim  was  $107,000.  A  great 
portion  of  that  was  on  shipments  of  oil  from  the  State  of  New  York.  If  I  had 
gone  on  with  the  suit  I  could  have  secured  a  large  sum  of  money,  but  I  had  not 
the  heart  to  do  it ;  I  was  not  able  to  do  it.  My  finances  were  such  that  I  could 
not  spare  the  money  to  go  into  court  and  overcome  the  dilatory  tactics  of  the 
railroad  officials.  I  simply  dropped  the  case  in  disgust.  I  took  the  $35,000  and 
they  paid  the  cost  of  the  suit. 

B.  B.  CAMPBELL'S  TESTIMONY  AS  TO  PAYMENT  OF  REBATES  UP  TO  JULY  1,  1888. 

This  is  a  document  of  the  court  of  McKean  County.  It  is  only  a  few  words  I 
wish  to  read  to  you.  It  is  the  testimony  of  B.  B.  Campbell.  Perhaps  I  had  bet- 
ter read,  as  I  can  not  leave  this  with  the  commission.  Anything  I  have  read,  or, 
in  fact,  the  whole  testimony  or  a  copy  of  the  testimony  in  this  suit,  I  can  give  you 
if  you  would  like  it. 

"  B.  B.  Campbell  in  the  suit  of  Logan,  Emery  &  Weaver  v,  Pennsylvania  BaU- 
road  Company. 

/'  B.  B.  Campbell  being  first  duly  sworn,  testified  as  follows  in  answer  to  ques- 
tions by  Mr.  Lee: 

''  Q.  You  were  sworn  in  this  case  and  testified  before? — A.  Yes. 

**  Q.  And  certain  questions  you  declined  to  answer  under  the  advice  of  counsel? — 
A.  Yes. 

"  Q.  You  received  certain  allowances  on  freight  shipped  over  the  Pennsylvania 
Bailroad.    From  what  place  and  by  whom  was  that  freight  shipped? 

''  (The  counsel  for  defendant  objected  to  the  question  in  the  manner  in  which  it 
is  put,  for  it  is  assuming  the  fact  that  he  did.  Second,  the  form  of  the  question 
iabad.) 

>  Oomp«re  Mr.  Monnett,  p.  807,  top;  p.  816.  *  8m  pp.  6W,  884, 648. 
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'*  Q.  Ton  may  state  whether  yon  received  any  allowance  on  freight  shipped  \ff 
the  Bear  Creek  Oil  Refining  Ck>nii)any,  Limited,  over  the  Pennsylvania  Railroad, 
and  from  what  point  that  freignt  was  shipped,  and  to  what  points. — ^A.  Those 
matters  are  follv  stated  in  my  answer  to  the  qnestion  propounded  meander  a  rale 
of  conrt.  The  freight  from  the  Bear  Creek  Oil  Refining  Company  was  shipped 
from  Coleman  ntation  on  the  All^any  Valley  Railroad  as  far  as  the  junction,  and 
from  the  junction  I  helieve  to  Bolivar  over  the  West  Penn,  and  from  theiioe 
mostly  to  Philadelphia:  some  few  shipments  ^ere  made  to  Communipaw  and 
some  few  to  Bolivar.  There  was  some  little  local  trade,  but  the  great  majority 
were  shipments  of  export  oil  to  Philadelphia. 

''  Q.  During  what  period  were  these  allowances  made  to  you? — ^A.  That  is  fally 
stated  in  my  answers  to  the  court,  which  were,  of  course,  made  up  and  fully  stated 
from  October  1, 1884,  until  July  1, 1888." 

A  year  and  four  months  after  the  interstate-commerce  act  went  into  eifect. 

*'Q.  You  may  give  the  allowances  by  the  year. — A.  They  are  already  given. 
From  October  1  to  September  30,  1885,  the  rebates  were  $8,607.51;  until  Septem- 
ter  30,  1886,  $10,318.47;  until  September  30,  1887,  $15,200;  untU  July  1,  1688, 
$13,080.15;  total  received,  $48,101.13." 

Q.  (By  Mr.  Clarke.  )  Nearly  all  of  that  was  before  the  passage  of  the  interstate- 
commerce  law?— A.  Yes.  There  was  a  year  and  a  hali  of  that  time  after  tbs 
passage  of  the  law. 

<j.  The  last  item  given  there  is  the  only  one  which  comes  in  since  the  passa^ 
of  the  interstate-commerce  law,  is  it  not?  A.  No;  the  interstate-commerce  law 
took  effei^t  in  April,  1887.  During  the  year  from  September  30, 1886,  to  Septan- 
her  30,  1887,  rebates  were  paid  amounting  to  $15,200. 

Q.  From  April  to  September  after  the  law? — A.  And  all  of  the  last  item.  We 
knew  that  these  same  rebates  were  continued  up  to  this  time,  and  therefore  the 
bringing  of  our  second  suit,  which  was  settled  for  the  $85,000;  so  we  dropped  the 
whole  thing. 

OTHER  HUITS  AGAINST  THE  PENNSYLVANIA  RAILROAD   ON  ACCOUNT  OF    DISCROD- 

NATIONS. 

Now,  I  desire  to  further  fortify  this  statement.  After  this  suit  was  decided  a 
great  number  of  suits  were  brought  against  the  Pennsylvania  Railroad.  There 
was  the  Indei)endent  Refinery,  of  Oil  City;  S.  Y.  Ramage,  of  Crown  OaJc,  Pa.;  the 
Germania  Refining  Company;  the  Continental  Refining  Company;  the  American 
Oil  Company,  of  Titusville;  Rice,  Robinson  &  Fogin,  of  Titus ville;  the  Seneca 
Oil  Works,  of  Warren;  the  Com  Planters,  of  Warren.  All  of  these  companiee 
brought  suits  against  the  Pennsylvania  Railroad  and  other  roads.  This  is  a 
dispatch  I  received  to-day.  I  had  other  memoranda  of  this  suit,  but  I  wanted  to 
be  able  to  state  definitely  upon  this  question,  so  I  sent  another  telegram  yesterdar 
and  find  it  recorded.  Of  course  the  court  record  of  these  suits  can  be  produced 
to  the  commission;  but  I  make  affidavit  here  that  this  is  true  and  correct  to  the 
best  of  my  knowledge  and  belief.  The  refiners*  claims  (this  is  addressed  to 
myself,  care  of  the  Industrial  Commission) — ^refiners*  claims  were  filed  with 
Rogers  Sherman  (he  was  also  a  witness  against  the  Pennsylvania)  up  to  August 
1, 1888  (which  was  contemporaneous,  I  think,  with  this  I  have  read):  ^'  Compro- 
mise and  settlement  agreed'* — that  is  to  say,  they  compromised  tiiese  suits  aad 
took  their  money.  The  amount  collected  at  that  time  by  these  several  refineries, 
as  I  recollect  it,  was  about  $84,000.  I  may  be  mistaken;  it  may  have  been  a  good 
deal  more,  or  it  may  be  lews. 

Q.  (By  Mr.  Clarke.)  Were  those  suits  all  settled  by  the  railroad  companieei?— 
A.  Yes;  by  the  Pennsylvania.  '*  Claims  therefore  filed  with  tJie  Interstate  Com- 
merce Commission." 

DECISION  OP  THE  INTERSTATE  COMMERCE  COMMISSION,  BASED  ON  PAYMENT 

OP  REBATES  UP  TO  1888. 

Q.  How  far  does  that  go  back?— A.  They  settled  up  to  August,  1888,  and  from 
Aii^ist,  1888,  up  to  1898  the  Interstate  Commerce  Commission  has  rendered  a 
decision  that  the  railroads  are  responsible  to  these  refineries  for  $86,000. 

Q.  Is  that  decision  reported  in  their  annual  rei)ort? — A.  Yes;  you  will  find  it 
in  that  case.  The  railroads  have  refused  to  pay  this  $86,000,  ana  it  has  ^one  to 
the  circuit  court  of  the  United  States  at  Pittsburg.'  The  suit  is  now peodmg for 
the  collection  of  this  money.  I  want  to  clinch  this  thing  right  here,  and  I  am 
going  to  do  it  by  reading  you  a  letter. 


1  See  Mr.  Lee,  p.  287;  Mr.  Archbold,  p.  516;  Mr.  Weetgate,  pp.  879,3801 
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THE  BBOXaVEBS  OF  THE  BALTIMOBB  AND  OHIO  PROPOSE  TO  MAINTAIN  THEIR 

PUBLISHED  RATES  AFTER  JANUARY  1,  180». 

'*  Late  open  pnblic  confessioiifl  from  the  receivers  of  the  Baltimore  and  Ohio 
Railroad  of  secret  rates,  drawbacks,  rebates,  and  other  devices." 

Q.  (By  Mr.  Farquhar.)  What  are  yon  reading  from? — A.  I  am  reading  from 
a  letter  addressed  to  the  Interstate  OommQroe  Commission  by  the  receivers  of  the 
Baltimore  and  Ohio  Railroad. 

Q.  fBy  Mr.  Phillips.)  Under  what  date?— A.  December  22, 1808. 

Q.  1898?— A.  1898,  less  than  a  year  ago.  (Reading;)  ''Will  maintain  rates. 
Baltimore  and  Ohio  Railroad  adopts  a  new  pobcv." 

Q.  (By  Mr.  Fabquhar.)  Who  is  the  author  of  the  letter?— A.  It  is  a  letter  that 
was  published  some  short  time  ago.  It  is  pnblio  matter.  I  do  not  know  who 
pablished  it. 

Who  is  the  authority  for  the  letter? — A.  Why,  Mr.  Cowen. 
Mr.  Cowen  of  the  Baltimore  and  Ohio? — ^A.  Yes. 
He  si^^ns  this  letter?^A.  To  the  Interstate  Commerce  Commission;  yes. 
That  18  what  we  are  looking  for.    I  want  to  know  the  author. — ^A.  (Reading:) 
"Receivers  (]k)wen  and  Murray  addressed  a  letter  to  the. Interstate  Commerce 
Commission  statinar  their  pmpose  to  adhere  to  published  tarifUs  and  to  report  to 
the  commission,  in  lieu  of  other  agency,  the  failure  of  other  roads  to  do  the  same. 

"  Chairman  Knapp,  of  the  Interstate  Commerce  Commission,  has  received  a 
letter  from  Receivers  Cowen  and  Murray,  of  the  Baltimore  and  Ohio  Railroad, 
announcing  that  after  January  1  that  railroad  will  maintain  scrupulously  the 
published  tariff  and  rates  filed  with  the  conmiiBsion,  and  will  appeal  to  the  com- 
mission for  aid  in  cases  coming  to  their  attention  of  railroads  famng  to  maintain 
rates  to  the  detriment  of  their  interests.  This  step  is  an  important  one,  which 
will  interest  largely  all  other  railroads.  What  the  attitude  of  other  roads  will  be 
is  unknown  here.    The  letter  in  full  is  as  follows: 

"  *  Within  the  territory  north  of  the  Ohio  River  and  east  of  the  Mississippi  the 
railroad  carriers  are  transporting  the  larger  part  of  the  interstate  traffic  at  rates 
less  than  those  shown  in  the  published  tariff  filed  with  your  commission,  which 
are  by  statute  the  onl^  lawful  rates. 

'''While  this  condition  continues  there  will  exist  the  unjust  discriminations 
and  the  unjust  preferences  and  advantages  between  persons,  localities,  and  par- 
ticular descriptions  of  traffic,  the  prevention  of  which  is  the  main  object  of  the 
act  of  Congress  establishing  your  commission.  Onl^  by  securing  the  uniform 
char^g  of  the  published  rates  can  the  just  equality  of  service  and  of  charge 
required  by  law  be  secured  either  between  persons  or  between  localities. 

NO  AGENCY  FOR  RESTRAINT. 

'' '  Heretofore  the  Baltimore  and  Ohio  Railroad  Company  and  its  competitors 
within  the  territory  above  mentioned  have  maintained  joint  agencies  or  associa- 
tions under  various  agreements  intended  to  act  as  a  restraint  upon  each  carrier 
ftnd  to  prevent  the  secret  cutting  of  rates  on  competitive  traffic.    It  has  been  the 

Eractioe  for  each  carrier  to  report  to  a  joint  agency  or  association  any  departure 
Pom  the  published  rates  by  a  competing  earner,  to  the  end  that  the  facts  might 
be  fuUv  ascertained  and  the  unfair  competition  stopped. 

"'The  Supreme  Court  of  the  United  States  has  now  fully  determined  the 
Bo-called  antitrust  act  applies  to  railroad  carriers,  and  in  legal  effect  prohibits  any 
agreement  between  them  which  restrains  competition  in  any  degree,  even  though 
such  agreement  goes  no  further  than  to  secure  the  observance  of  the  restraints 
imposed  by  the  act  to  regulate  commerce.  It  is  therefore  no  longer  lawful  for 
the  carriers  to  create. bv  agreement  between  them  joint  agencies  or  associations  as 
formerly,  to  prevent  the  cutting  of  rates,  however  unlawful.  Without  some 
impartial  body  to  investigate  the  complaints  of  one  competing  carrier  a^inst 
another  and  to  check  illegal  rate  cutting,  if  found  to  exist,  it  will  be  practically 
impossible  for  the  railroad  carrier  alone  to  prevent  that  form  of  competition 
between  them,  however  earnest  the  great  majority  of  the  carriers  may  be  to  stop  it. 
*/  *  The  Interstate  Commerce  Commission  not  only  commands  the  respect  of  the 
'ailroad  carriers  for  its  impartiality,  but  also  in  its  powers  to  investigate  com- 
plaints of  illegal  rate  cutting  and  to  put  a  stop  to  ail  illegal  practices  far  sur- 
^saes  any  association  which  the  carriers  have  ever  created  by  agreements  between 
themselves. 

TO  SEEK  AID  OF  COMMISSION. 


u  I 


We  see  no  reason  why  the  commission  should  refuse  its  aid  to  the  carriers  in 
^  effort  to  prevent  competition  from  taking  the  form  of  illegal  concessions 
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throngh  secret  ratefl,  drawbacks,  rebates,  and  other  devices;  and  we  see  no  reason 
why  the  carriers  shonld  not  seek  the  aid  of  the  commission  in  snch  an  effort  bj 
reporting  to  the  commiijsion  any  departure  from  published  rates,  to  the  end  that 
the  facts  may  be  fully  ascertained  and  the  illegal  practice  stopped. 

** '  The  receivers  of  the  Baltimore  and  Ohio  Railroad  Company  will  maintain, 
on  and  after  January  1,  1899,  upon  the  lines  operated  by  them,  the  rates,  fares, 
and  charges  shown  on  the  tariffs  published  and  filed  with  the  commission  as 
required  oy  law/** 

After  that  day;  a  practical  admission  that  they  have  not  previous  to  that  time; 
put  your  own  conclusion  on  it.     [Reading:] 

*' '  We  believe  that  all,  or  nearly  all  of  the  railroad  carriers  within  the  territory 
above  mentioned,  will  likewise  maintain  their  published  tariff  rates  from  that 
date/'* 

Referring  to  the  fact  that  they  did  not.     [Reading:] 

**  *  To  prevent  a  relapse,  however,  to  the  conditions  now  existing,  it  is  necessary 
that  no  important  carrier  shall  long  depart  from  the  published  tariff  rates. 
Should  such  a  departure  occur,  to  the  detriment  of  the  interests  in  our  charge, 
we  shall  invoke  the  aid  of  the  commission  to  stop  it.  We  hope  and  believe  that 
man^  other  carriers  will  do  the  same.  In  the  anticipation  that  the  other  railroad 
earners  formerly  associated  with  the  Baltimore  and  Ohio  Railroad  Company  in 
traffic  associations  will  adopt  the  course  decided  on  by  us  and  above  outlined,  we 
have  taken  the  liberty  of  transmitting  to  each  such  carrier  a  copy  of  this  letter.'^ 

Q.  (B^  Mr.  Ratchford.)  Ih  that  letter  the  original?  Is  that  letter  signed  by 
the  receivers  of  the  Baltimore  and  Ohio? — A.  It  ie  on  file;  I  suppose  it  must  be; 
it  is  on  file  in  the  Interstate  Commerce  Commission.  Now,  ^ntlemen,  there  is 
an  absolute  admission  on  thei>artof  the  Baltimore  and  Ohio  Riailroad  that  rebates, 
drawbacks,  and  other  devices  have  taken  place  up  to  January,  1899. 

Q.  (By  Mr.  Clarke.  )  Have  you  any  evidence  tnat  connects  that  with  the  busi- 
ness of  the  Standard  Oil  Company? — A.  Oh,  no.  These  discriminationa  are  not 
upon  oil,  but  they  are  upon  the  tonnage  offered  by  the  large  corporations— no 
question  about  that. 

Q.  (By  Mr.  Farquhar.)  Possibly  individuals,  too?— A.  Individuals  as  well, 
possiblv.    That  is  the  bane  of  the  whole  thing,  these  discriminating  rates. 

Q.  Have  you  done  with  that? — A.  I  think  the  commission  can  understand 
clearly  from  that  paper  that  the  Baltimore  and  Ohio  have  given  these  rebates, 
and  they  have  got  tired  of  doing  it,  and  will  obey  the  law. 

as  to  B.  B.  CAMPBELL. 

Q.  (By  Mr.  Farquhar.)  I  would  like  before  we  leave  this  jjart  of  it  to  have 

Presented  the  evidence  of  Mr.  B.  B.  Campbell  in  respect  to  those  rebates.  Mr. 
Campbell  was  the  signing  party  of  the  Standard  Oil  Company  and  the  United 
PipeXiine? — A.  I  do  not  understand. 

Q.  He  was  the  signing  party  in  resx)ec.t  to  the  suppression  of  all  rebates  and 
drawbacks? — A.  Yes. 

Q.  The  document,  as  drawn  up  in  18H0,  lx»tween  B.  B.  Campbell  and  the  Penn- 
sylvania Railroad  Company? — A.  Yes.* 

Q.  Did  he  turn  as  a  witness  against  the  railroad  after  he  received  the  rebates?— 
A.  Yes.    He  could  not  help  himself;  he  kept  out  of  our  way  for  a  long  time.' 

Q.  Then  Mr.  Campbell  himself  was  the  signer  of  the  original  agreement  between 
the  railroad  and  the  Standard  and  all  the  other  producers? — A.  No. 

Q.  Well,  it  is  testimony  here;  I  have  the  evidence  here  taken  by  the  Bacon  com- 
mittee.— A.  But  when  I  come  to  explain  to  you  before  I  complete  this  argument, 
I  will  answer  all  those  (questions. 

Whereupon  at  5.05  p.  m.  the  commission  adjourned  until  10  o'clock  to-morrow 
morning. 


Washington,  D.  C,  Tttesday,  September  IS,  1899 — a.  m. 

The  commission  was  called  to  order  at  10.30,  Mr.  Phillips  presiding. 

Lewis  Emery,  Jr.,  again  on  the  stand  and  examination  resumed. 

Q.  (By  Mr. Phillips. )  You  can  resume  your  testimony  and  proceed  in  your 
own  way. — A.  You  only  let  me  get  to  1873,  yesterday,  and  then  you  hurried  me  on 
to  1889  and  1899. 

REPORT  OF  EXECUTIVE  COMMTTTKE  OF  PETROLEUM  PRODUCERS'  UNION,  ISTB- 

THE  FIRST  RUMORS  OF  THE  NEW  POWER. 

I  got  up  to  the  South  Improvement  contract  yesterday,  and  I  showed  you  its 
repeal.    I  read  from  a  public  document  as  follows  [reading]:  "History  of  the 

»  See  p. m.  ""SeepjSs! 
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rise  and  fall  of  the  Sonth  Improvement  Company.  Report  of  the  ezecntiye  com- 
mittee of  the  Petroleum  Producers'  Union^  embracing  the  report  of  the  subcom- 
mittees on  transportation,  legislation,  tnyestigation,  and  treasurer's  rex)ort,  at  Oil 
City,  Pa.,  1872. 

*•  On  February  20, 1872,  rumors  were  rife  in  business  circles  that  the  railroads, 
haying  their  main  lines  or  feeders  extending  into  the  oil  regions,  had  formed  a 
joint  arrangement  to  advance  the  freights  on  crude  and  refined  oils  from  the 
fields  of  production  to  l^e  seaboard. 

*'  With  a  production  of  16,000  barrels  of  oil  per  day,  and  the  coming  of  spring, 
which  always  brings  renewed  energy  to  operation,  and  an  already  depressed  mar- 
ket, this  rumor  created  the  greatest  uneasiness  in  the  minds  of  all  operators  and 
shipx>ers.  Nothing  definite  could  be  ascertained,  and  nothing  further  than  the 
rumor  could  be  heard,  and  the  region  settled  back  to  fancied  security. 

**  In  a  few  dajrs,  however,  a  second  rumor  was  circulated,  that  not  the  railroads, 
but  a  conix>any  bearing  the  wonderfully  inappropriate  cognomen  of  the  '  South 
Improyement  Comx)any '  had  purchased  a  right  to  all  petroleum  transportation, 
ana  were  to  arrange  the  rates  of  shipment  of  all  the  oil  produced,  and  that  an 
immediate  advance  of  50  per  cent  was  but  the  first  advance,  with  promise  of  more 
in  the  future. 

THE  ADVANCE  OP  FREIGHT  RATES — PROTESTS  AND  STRUOGLES. 

'*  This,  however,  seemed  so  quixotic  that  it  did  not  meet  with  general  credence 
until  it  was  confirmed  by  telegrams  on  the  26th  from  railroad  officials  to  their 
agents  at  shipping  points  in  the  oil  regions  advising  them  of  the  new  rates,  to 
take  effect  immemately.  An  advance  of  100  per  cent  on  all  freight  charges,  on 
crude  and  refined,  was  equivalent  to  a  complete  paralysis  of  all  operations  for 
and  in  oil  in  the  entire  region.  But  oil  men  are  made  of  sterner  stuff  than  to 
tamely  submit  to  so  gross  an  outrage,  let  it  come  from  what  quarter  it  would. 

**  The  thousands  of  oi)erator8  were  electrified  with  indignation,  and  rose  as  one 
man  to  defy  and  resist  the  levying  of  a  tribute  so  palpably  unjust.  Meetings 
were  called  in  all  the  principal  towns  and  cities.  The  nonor  of  caUing  and  organ- 
izing the  first  meeting  is  conceded  to  Tidioute.  E.  E.  Clapx)  was  elected  to  the 
chair,  and  resolutions  indicative  of  the  spirit  and  determinaraon  of  the  producers 
of  that  field  were  passed.  It  was  resolved,  inter  alia,  to  shut  down  all  tneir  wells 
until  the  old  rates  were  restored,  or  until  a  new  outlet  could  be  found  to  remove 
their  oil  to  outside  markets,  if  such  a  step  were  necessary. 

y  Delegates  were  also  chosen  to  attend  a  mass  meeting  called  to  assemble  at 
Titusvilie  on  the  evening  of  the  27th,  *  to  consider  the  necessity  of  conslTUctin^  a 
railroad  from  Erie,  by  the  way  of  TitusvUle,  into  the  oil  regions,  as  a  comi)eting 
railroad,  connecting  with  water  communication  to  New  York  and  Europe,  and 
such  other  business  of  interest  to  the  people  as  might  come  before  the  meeting.' 

^ "  The  meeting  at  Titusvilie  demonstrated  the  fact  that  the  wealth,  detemuna- 
tion,  spirit,  and  practical  ability  of  the  men  of  the  oil  regions  would  render  vic- 
tory for  them  in  the  battle  with  monox)oly  an  absolute  certainty. 

"  The  wonderful  resources  of  oil  men,  when  pressed  by  great  difficulties,  here 
hecame  ajyparent  in  the  plans  and  suggestions  laid  before  the  meeting.  Bailroad 
routes,  witn  suggestions  and  estimates  of  cost,  te  reach  the  lakes  on  the  north 
and  railroads  not  in  the  combination  on  the  south,  pipe  lines,  and  other  remedies 
were  suggested,  and  the  feasibility  of  some,  if  not  all,  did  much  to  reassure  the 
mass  of  x>eople  that  they  would  speedily  find  a  solution  of  the  difficulty." 

THE  SOUTH  IMPROVEMENT  COMPANY— THE    REPEAL  OF  ITS    CHARTER  WAS  OP  NO 

PRACTICAL  EFFECT. 

I  read  so  much  only  to  show  the  spirit  aroused  at  the  time  of  the  first  notice  of 
the  formation  of  the  South  Improvement  Company.  Now,  if  you  will  turn  to 
page  15  of  my  pamphlet,  you  will  find  an  act  to  repeal  the  charter  of  the  South 
Improvement  Company.  But  on  page  15i  I  have  shown  how  a  charter  in  the 
y^ry  same  terms  was  bought  by  the  National  Transit  Company,  which  is  one  of 
the  companies  of  the  Standard  Oil  Trust.  Clement  A.  Griscomb  was  president 
of  the  National  Transit  Company;  he  is  not  at  this  moment.  He  is  a  director  of 
ttie  Pennsylvania  Bailroad.  I  have  explained  to  you  and  read  to  you  from  my 
pook  of  the  demoralized  condition  of  the  trade,  at  the  time  when  tne  South 
toprovement  Company  act  was  repealed,  through  this  tremendous  pressure  on 
the  railroads  on  the  part  of  this  South  Improvement  Company.  You  will  see 
that  all  this  work  that  was  done  between  these  two  Northern  trunk  lines  of  rail- 
road and  the  Pennsylvania  in  the  South  was  repealed  by  this  act.    I  propose  to 
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show  that,  though  the  contract  was  annnlled,  the  South  Improvement  contract, 
as  well  as  the  contract  between  the  Standard  Oil  Comx>any  and  the  railroads,  the 
annullment  was  never  lived  up  to,  and  the  businees  of  the  countrv  jtrooeeded  just 
exactly  as  though  the  South  Improvement  Companv  was  in  full  force.  If  you 
will  please  turn  to  page  48  (see  Fiftieth  Congress,  first  session,  HoujBe  Bepcots, 
vol.  9,  pp.  961,362)  [reading]: 

THE  RAILROADS  AGREE  THAT  THERE  SHALL  BE  NO  DISCRUflNATlONS  OR  RXBATBS. 

Agreement  between  railroads  and  the  petroleum  tnide,  executed  the  SSth  of  Martk, 

That  all  arrangements  for  the  transportation  of  oil  after  this  date  shall  be  upon 
a  basis  of  perfect  equalitv  to  all  shippers,  producers,  and  refiners,  and  that  no 
rebates,  drawbacks,  or  other  arrangements  of  any  character  shall  be  made  or 
allowed,  that  will  give  any  party  the  slightest  difference  in  rates  or  discrimination 
of  any  character  whatever. 

That  the  present  rates  from  Oil  City,  Union,  Corry,  Irvineton,  Pittsburg, 
Cleveland,  and  other  competing  points  shall  be  and  remain  in  full  force  at  following 
rates: 

OH  RSFniXD  OIL,  BBNZLNX,  RO. 


From  Oil  City,  Union,  Corry,  and  Irvineton  to—  bwreL 

Boston $1.65 

New  York 1.50 

Philadelphia 1.85 

Baltimore 1.85 

From  Cleveland  to^ 

Boston •. -  1.65 

New  York 1.50 

Philadelphia .-.  1.35 

Baltimore --  1.35 

From  Pittsburg  to^ 

New  York --  1.50 

Philadelphia --  1.35 

Baltimore 1.85 

ON  ORUDB  OILi. 

From  Oil  City,  Union,  Corry,  and  Irvineton  to— 

Boston 1.50 

NewYork 1.35 

Philadelphia .  1.30 

Baltimore -  1.30 

Cleveland t .  .50 

Pittsburg 50 

And  said  rates  shall  not  be  liable  to  any  change,  either  for  increase  or  decrease, 

without  first  giving  to  William  Hasson,  president  of  the  Producers'  Union,  at  Oil 

City,  at  least  iK)  days'  notice  in  writing  of  such  contemplated  change. 

In  the  distribution  of  cars  for  shipments,  it  shall  be  done  without  mscrimiiiation. 

On  the  basis  as  hereinbefore  stated,  the  parties  respectively  agree  to  carry  out 

the  arrangements  in  good  faith,  and  work  ror  the  mutual  interests  of  each  other. 

In  witness  whereof  the  parties  have  hereunto  aflAxed  their  signatures  this  25th 

day  of  March,  A.  D.  1872. 

For  the  Lake  Shore  and  Michi^n  Southern  Railroad  Company,  H.  F. 
Clark,  president;  for  the  Erie  Railroad  Company,  O.  H.  P.  Archer, 
vice-president;  for  the  New  York  Central  and  Hudson  River  Rail- 
road Company,  William  H.  Vanderbilt,  vice-president;  for  the  Atlan- 
tic and  Great  Western  Railroad  Company,  George  B.  McClellan, 
President;  for  the  Pennsylvania  Railroad  Company,  Thomas  A. 
cott,  vice-president.  On  behalf  of  the  producers  and  refiners:  O. 
Shamburg,  E.  G.  Patterson,  William  Hasson,  Henry  Byrom,  Wil- 
liam Parker,  John  J.  Fisher,  Oil  City  producers  and  refiners;  J,  J. 
Vandergi-ift,  A.  P.  Bennett,  William  M.  Irish,  WUliam  T.  Scheide, 
Oil  City  producers  and  refiners:  Henry  N.  Rogers,  F.  C.  Fleming, 
Josiah  Lombard,  jr.,  New  York  refiners;  B.  Yaughan,  Boston 
refiners. 
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(^.  (B^  Mr.  Phillips.)  Is  that  the  same  Mr.  Rogers  who  testified  before  ns? 
Is  it  a  mistake  in  the  print,  or  is  it  a  different  man? — ^A.  I  do  not  know  whether 
this  is  the  man.  This  is  in  the  vear  1874;  bnt  I  think  Mr.  Archbold  and  Mr. 
Sogers  did  not  go  into  the  Standard  Oil  Company  until  1875.  I  do  not  know 
whether  it  is  the  same  or  not.  It  does  not  make  any  difference.  These  gentlemen 
stood  on  the  rostrum  with  me  three  or  four  years  fighting  this  very  principle. 

S.  Did  he  have  a  refinery  on  Oil  Creek? — ^A.  Yes;  he  did. 
.  (By  Mr.  Farquhar.)  This  Rogers  had  a  New  York  refinery.     This  is 
another  Kogers;  it  is  H.  N. — ^A.  Yes;  I  think  you  are  right.    Page  51  [reading]  : 

THE  OPEN  RATES  RAISED  AGAIN. 

[The  New  York  Central  and  Hadaon  River  Railroad  Company,  (General  Freight  Agent's  Office, 

Qrand  Central  Depot.  J 

New  York,  September  9, 1874. 

Dear  Sir:  Commencing  Octoher  1,  1874,  the  following  rates  on  refined  and 
crude  oil  shall  govern  aU  lines: 

The  rates  on  refined  oil  from  all  refineries  at  Cleveland,  Titusville,  and  else- 
where in  and  adjacent  to  the  oil  region  shall  be  as  follows: 

Per  barrel. 

To  Boston $2.10 

To  Philadelphia 1.85 

To  Baltimore 1.85 

ToNew York 2.00 

Net  rate  on  Albany  15  per  cent  less,  from  which  shall  be  refunded  the  amount 
paid  for  the  transportation  of  crude  oil  by  rail  from  the  mouth  of  the  pipes  to  the 
said  refineries,  upon  the  basis  of  14  barrels  of  crude  oil  to  the  refineries  for  every 
10  beurrels  of  refined  oil  forwarded  by  rail  from  them  (the  refineries)  to  the  East- 
em  points  named. 

Settlements  of  this  drawback  to  be  made  on  refined  oil  forwarded  during  each 
month. 

No  rebate  on  these  rates  will  be  paid  on  oil  reaching  refineries  direct  by 
pipes. 

On  crude  oil  the  rates  from  all  initial  points  of  rail  shipments  in  the  oil  region 
shall  be  as  follows: 

Per  barrel. 

To  Boston $1.75 

ToNew  York  (net  rate  on  Albany  15  per  cent  less) 1.50 

To  Philadelphia - 1.50 

To  Baltimore 1.50 

From  which  shall  be  refunded  22  cents  per  barrel  only  on  oil  coming  from  pipes 
which  maintain  the  agreed  rates  of  pipage. 
A  burel  shall  in  all  cases  be  computed  at  45  gallons. 

You  will  observe  that  under  this  system  the  rate  is  even  and  fail*  to  all  parties, 
preventing  one  locality  taking  advantage  of  its  neighbor  by  reason  of  some  alleged 
or  real  f  adlity  it  may  possess. 

CU  refiners  and  shippers  have  asked  the  roads  from  time  to  time  to  make  all 
rates  even  and  they  would  be  satisfied. 
This  scheme  does  it,  and  we  trust  will  work  satisfactorily  to  all. 
Respectfully,  yours, 

J.  H.  Butter, 
General  Freight  Agent. 

THE  AGREEMENT    THAT    THERE    SHOULD    BE    NO    DISCRIMINATION  WAS    NOT    KEPT 

TWO  WEEKS. 

The  date  of  that  contract  was  the  25th  day  of  March,  1872.  I  tried  to  get  vesterdav 
a  copy  of  the  Hepburn  reijort,  but  I  could  not.  But  in  1879  George  R.  Blanchard, 
the  present  manager,  I  think,  of  the  Central  Traffic  Association  (am  I  right?) ,  of 
Chicago,  was  called  to  the  stand  by  the  Hepburn  committee.  You  all  know  what 
that  was — a  committee  of  the  New  York  legislature.  He  swore  that  this  contract 
that  I  have  just  read,  which  is  so  soundly  and  so  fairly  worded,  was  not  respected 
two  weeks.  ^    I  put  that  in  as  a  part  of  my  evidence,  and  I  refer  you  to  the 

'"October  1,1873.  •  ♦  •  I  first  becameseneral  freight  agent  of  the  Erie  Railroad.  *  *  * 
At  that  time  Adnaji  Neybart,  of  Tidioute,  Pa.,  *  *  *  shipped  small  qtumtitiee  of  refined  oil, 
for  whidi  be  received  a  rebate  of  over  |r,O0U  on  his  shipments  for  the  piior  month,  to  wit,  Sei>- 

83a 41 
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Honbnm  committee — that  this  agreement,  solemnly  drawn  and  simed  by  the 
railroads,  that  I  have  raised  a  qnestion  abont  in  my  testimony  here  Def<ve  yon. 
was  abroKated  within  two  weeks  after  it  was  signed,  according  to  the  testimony  of 
George  K.  Blanchard.  Does  the  commission  want  me  to  go  into  the  fact  and 
prove  rebates  and  drawbacks  from  the  date  of  this  contract  np  to  1877? 

Q.  (By  Mr.  Cvvrke.)  Mv  understanding  is  that  these  rebates  and  drawbacks 
are  conceded  by  the  railroad  companies  and  the  Standard  Oil  Comnany  up  to  the 
passage  of  the  interstate-commerce  act.  If  that  is  so,  it  is  not  at  all  necessary .— 
A.  I  can  produce  every  contract. 

REBATES   PAID  ONLY  TO    MEMBERS  OF    THE   STANDARD    OR    THE    SOUTH   IMPROVE- 
MENT COMPANY. 

Q.  (By  Mr.  Farquhar.)  In  that  matter  of  18H0,  which  concerns  the  agree- 
ment of  the  Producers*  Union,  would  you  have  had  that  agreement  at  all  unless 
they  had  made  rebates  and  discriminations  from  1873  up  to  1880?  It  is  conceded 
that  in  all  the  arrangements  the  rebates  were  payable  from  1870  up  to  1880.— A. 
To  whom? 


Q.  To  all  parties.— A.  No. 


Well?— A.  Only  to  those  connected  with  the  Standard  Trust  or  the  South 
Improvement  Com|>any.  If  you  were  not  a  member  of  that  organization,  you 
could  not  participate  in  the  -Irawbacks. 

.  Q.  But  that  agreement  or  purchase  which  was  entered  into  afterwards,  in  188(h 
Mr.  Campbell  was  president  of  the  Producers*  Union  at  that  time? — ^A.  Now,  yon 
are  getting  too  far;  I  will  come  to  that.' 

Q.  Oh,  1  understand  that. — A.  I  will  give  you  the  whole  history;  but  I  want 
to  Know  whether  ycm  want  me  to  prove  to  this  commission  that  rebates  were 
paid  from  1H72  to  18S7,  when  tha  business  became  an  absolute  monopolv;  when 
the  Pennsylvania  Railroad  surrendered  evei-ything  over  to  the  Standard  Oil 
TruHt? 

MAY   NOT  THE  EMINENT  GENTLEMEN  WHO  SAY  THE  STANDARD  HAS  RECEIVED  NO 

REBATES   FOR  TWELVE  YEARS  BE  MISTAKEN? 

Q.  (By  Mr.  Kennedy.)  The  other  commissioners  have  said  that  there  was  no 
queHtion  about  the  practi(*e  of  paying  rebates  before  the  iiassage  of  the  interstate- 
couunerce  law.  Since  then  there  i  s  some  question ,  and  i  t  seems  to  me  that  ttte  issae 
shaiK's  wp  in  this  way :  The  Standard  Oil  Company  people  have  come  here  and  sworn 
tliat  they  have  not  asktHl  or  received  rebates  since  the  passage  of  that  act.  They 
say  they  were  too  shining  a  mark  under  that  act  to  get  or  ask  for  rebates.*  Au 
they  desired  was  that  they  hold  up  the  published  rates  and  hold  others  to  them. 
Now,  it  seems  to  me  the  thing  for  you  to  do,  if  you  can  do  it,  is  to  prove  that  they 
have  taken  rel)ates  since  that  time.  If  you  do  that  you  can  convict  somebody  of 
l)erjury. — A.  I  think  that  it  is  clearly  proved  that  rebates  were  t)aid.  Mr.  Rob- 
erts, president  of  the  Pennsylvania  Railroad,  went  upon  the  stand  in  the  court  of 
common  pleas  of  McKean  Oninty  and  testified  that  his  railroad  had  not  paid 
rebates  from  the  time  the  interstate-commerce  law  took  effect.  Mr.  John  S. 
Wilson,  whose  testimony  I  have  read,  the  general  freight  agent,  corroborated  Mr. 
Roberts.  I  have  here  the  testimony  in  all  these  cases,  and  the  witness  of  a  hun- 
dred men,  proving  that  Mr.  Roberts  and  Mr.  John  S.  Wilson  were  mistaken  in 
their  statements.*  You  say  that  you  have  letters  here  filed  by  Mr.  Archbold  from 
honorable  men  representing  the  several  railroads  of  the  country.*  I  have  no  doubt 
of  their  honesty.  I  have  no  right  to  even  cast  a  reflection  upon  Mr.  Archbold  or 
upon  his  testimony,  but  I  do  venture  to  say  that  if  Mr.  George  B.  Roberts,  presi- 
dent of  the  Pennsylvania  Railroad  at  that  time,  now  deceased,  and  Mr.  Jonn  S. 
Wilson,  its  genei-al  freight  agent,  will  come  upon  the  stand  and  make  oath  that 


teiiiber,  1872.  NotwitbHtandin^  this  rebate  the  oil  shipments  via  the  Erie  where  so  small  in 
proportion  to  those  by  itH  rivalH  and  to  the  aggrregato  seaboard  receipts  that  I  looked  for  the 
reasons.  *  *  *  1  *  *  *  found  the  agreement  next  prior  to  that  time  as  to  shiinnents  and 
i*at^8  was  tlio  one  already  in  evidence  between  producers,  shippers,  refiners,  and  railroad  com- 
panics,  dat^^d  March  25, 1872.  I  askod  why  that  contract  was  not  obeerved,  and  was  then  coo- 
vinced  in  repl^  that  the  agreement  of  March  25  lasted  less  than  2  weeka,  and  that  at  that  early 
date  the  Empm'  Line  was  receiving  a  large  drawlMurk,  or  commission,  from  the  Pennsylvania 
lijiilroad."  TcHtinumy  of  G.  R.  Blanchard;  Proi'ee<iings  of  the  Special  Committee  on  Bail» 
1  (Kids.  Hi)iK>in ted  under  a  resolution  of  the  Assembly  of  the  State  of  New  York.  I8T9,  pp.  38B8. 

'Seep.6G8  sSeep.634. 

3  See  Mr.  Archbold,  p.  527  « See  pp.  518^  S». 
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no  rebates  have  been  paid  since  the  interstate-commerce  .aw  took  effect,  and 
followine  their  testimony  the  anditors  and  bookkeepers  of  the  road  go  npon 
the  stand  and  swear  that  rebates  have  been  paid,  and  we  prove  from  8  to  28  cents 
a  barrel,  and  my  claim  is  settled,  and  I  receive  my  $35,000  and  costs  of  the  snit, 
may  not  these  gentlemen  who  have  written  these  letters  be  mistaken?  I  would 
like  to  see  their  anditors  and  bookkeepers  pnt  uxx>n  the  stand,  as  we  pnt  those  of 
the  Pennsylvania  Railroad.  We  did  not  get  this  information  nntil  we  bronght 
their  books  into  court.  When  they  saw  they  were  in  a  comer,  they  surrendered. 
I  told  yon  that  out  of  a  production  of  23,000,000  barrels  of  oil  a  year  the  outsiders 
handle,  I  think,  not  over  3,000,000  baiTels  altogether,  including  the  fields  of  Ohio, 
West  Virginia,  New  York,  and  Pennsylvania.  And  do  you  think  if  these  small 
men,  hanaling  this  small  quantity  of  oil,  go  into  the  courts  and  prove  rebates 
from  April  4, 1887,  when  the  interstate-commerce  act  took  effect,  up  to  August, 
1888,  as  we  did  in  my  own  suit,  and  then  bring  suit  before  the  Interstate  Com- 
merce Ck>nunission  for  rebates  from  that  time  up  to  1893,  and  the  Interstate  Ck>m- 
merce  Commission  render  a  verdict  of  $86,000  gainst  the  railroad;  *  if  these  men 
of  the  Standard  Oil  Company,  with  their  abilitv,  as  one  of  the  witnesses  has 
stated,  or  through  their  great  competency,  through  their  great  brain,  have  carried 
oil  to  the  ends  of  the  earth  as  nobody  else  could,  do  you  think  for  one  moment 
that  the  Standard  Oil  Company  would  allow  those  small  men,  who  have  not  the 
brains  or  the  ability,  to  beat  them  on  the  transportation? 

UNFAIB    FREIGHT  BATES,  DISCRIMINATINa  FREIGHT  RATES,   CAUSE  ALL  OUR  COM- 
PLAINT AND  TROUBLE. 

Bring  into  the  courts  of  this  land  the  books  of  these  railroads.  They  are 
responsible  to-day  not  only  for  the  acts  of  the  Standard  Oil  Company,  but  for  the 
oppressive  monopolies  in  every  line  of  business.  Go  to  the  stock  exchange,  where 
members  w^ere  levied  upon  a  dollar  a  head  npon  every  cargo  that  came  from  the 
Western  country.  Go  to  the  produce  exchange,  where  they  were  levied  upon  bar- 
rels of  flour  that  came  from  the  Western  fields.  The  interior  mills  of  the  country 
are  paralyzed  because  of  this  unjust  discrimination;  I  am  a  miller,  and  I  make  500 
barrels  of  flour  a  day.  All  these  trusts,  I  say,  are  l3uilt  up  at  the  instance  of  the 
railroads;  and  I  make  the  broad  charge  that  had  they  obeyed  the  law  and  given 
equal  rights  to  all  shippers  there  would  nave  been  no  trusts.  There  would  not  have 
been  the  dissatisfaction  in  the  country.  Go  to  Duluth,  if  you  choose,  to-day, 
and  try  to  buy  a  carload  of  coal  that  you  wish  to  take  out  into  North  Dakota,  where 
I  have  a  wheat  farm.  The  coal  is  mined  by  the  miners  at  from  85  to  60  cents  a 
ton,  drawn  to  Buffalo,  I  think,  at  a  dollar,  and  loaded  on  the  ship  at  a  cost,  as  I 
understand,  of  less  than  $1.75.  Allow  75  cents  for  transporting  it  to  Duluth  and 
you  have  $2.50.  Three  hundred  and  thirty-four  miles  from  Duluth,  by  the  Great 
Northern  road,  where  my  farm  lies,  west  of  Grand  Forks  16  miles,  bituminous 
coal  is  sold  at  $6  and  $7  a  ton.  I  say  that  the  discrimination  is  the  result  of  the 
coal  combination,  and  the  railroads  are  responsible  for  it. 

ENFORCE  THE  LAW   AGAINST   GREAT  LAWBREAKERS  AS  WELL  AS  SMALL. 

The  milk  in  the  cocoanut  of  the  success  of  the  Standard  Oil  Company  is  trans- 
portation; unfair,  illegal  discriminations  in  transportation.    Do  you  think  that 
you  can  not  prove  rebates  upon  oil  if  you  call  the  witnesses,  with  books  and 
papers?    The  Pennsylvania  Railroad  had  rather  pay  $300,000  than  permit  me,  or 
allow  Logan,  Emery  &  Weaver,  and  the  court,  to  look  over  that  8  tons  of  books 
that  were  bi'ought  up  to  the  court-house  in  McKean  County.    It  would  have  sent 
them  to  prison.    The  injustice  in  this  country  is  that  a  poor  devil  goes  along  the 
street  and  steals  a  loaf  of  bread  when  he  is  hungry,  ana  he  is  arrested  and  taken 
to  the  courts  and  sent  up  for  10  or  15  days.    If  ne  steals  a  coat  to  keep  his  body 
yarm  he  is  sent  to  prison  for  a  year.    These  great  corporations,  the  men  manag- 
^g  them,  come  into  court  and  say  "  We  won*t  bring  out  our  books;  we  won't 
answer  your  questions;  hecause  if  we  do  we  shall  incriminate  ourselves."  *    There 
18  the  diflBculty.    The  Sherman  Act — the  Federal  act — has  been  proven  constitu- 
tional by  the  highest  tribunal  in  this  land,  and  if  it  was  enforced  these  people 
Would  go  to  prison.    You  can  prove  it,  Mr.  Chairman  and  Commissioners,  if  you 
P^^ose;  it  is  in  your  power  to  prove  diecriminations,  I  believe,  to  this  moment, 
11  there  is  any  truth  in  the  letter  of  Mr.  Cowen  and  Mr.  Murray. 

*  See  Mr.  Lee,  p.  287;  Mr.  Archbold,  p.  616.  >  See  p.  685,  top;  Mr.  Monnett,  p.  907,  top- 
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RBFINEBIIES  ABSORBED  OR  WRECKED  BY  THE  STANDARD. 

Please  tnm  to  page  78  of  my  pamphlet,  where  you  will  find  a  list  of  refiDeries 
bonght.  leased,  nqneezed  ont,or  banknipted  by  the  Standard.  The  list  is  taken 
from  my  testimony  before  the  Committee  on  Hannf  actnres  in  1888.  [Fiftieth  Con- 
gress, first  session.  House  Reports,  Yol.  9,  pp.  282, 238.] 

In  this  list  there  are  some  refineries  that  went  ont  of  bosinesa  in  1867.  I  do 
not  charge  their  going  out  of  business  to  the  South  ImproYement  contract  entered 
into  by  the  railways;  they  went  out  preYious  to  that.  But  you  come  up  to  1870 
and  1871,  when  some  refiners  had  Yery  large  rebates,  and  others  Yery  small  ones, 
or  none  at  all.  As  I  said  yesterday,  the  Standard  Oil  Company  haYe  no  patent 
on  rebates.  These  same  railroads  have  been  violating  the  law  ever  since  they 
were  created,  by  giving  rebates  and  drawbacks;  but  never  so  much,  preYious  to 
1872,  that  the  average  business  man  could  not  stand  up  under  them.  He  couM 
not  make  as  much  money  as  his  neighbor,  and  he  used  to  wonder  whv;  and  when 
tins  exposure  came  he  learned  the  reason.  But  the  contract  of  the  Soutii 
Improvement  Company,  and  the  very  large  rebate,  the  100  per  cent  rebate,  giYen  to 
the  Standard  companies,  was  the  means  of  driving  the  most  of  these  refiners  out 
of  business.  Now,  then,  these  refiners  were,  most  of  them,  in  existence  at  the  time 
of  the  Scmth  Improvement  Companv,  1872,  a  contemporaneous  date.  I  have  read 
to  you  this  morning  the  repeal  of  the  South  Improvement  Company  charter.  I 
have  read  to  you  the  fair  contract  between  the  producers  and  refiners  and  the 
Standard  Oil  Company  and  the  railroads.  I  have  also  said  to  you  that  the  con- 
tract was  violated  within  two  weeks,  according  to  the  evidence  of  G^eorge  B. 
Blanchard,  formerly,  and  now,  perhaps,  the  Central  Traffic  Association  manager. 

WHY  REFINERS  FAILED — ^TESTIXONY  OF  FRANK  ROCKEFELXJER. 

The  rebates  from  1872,  that  are  said  to  have  gone  out  of  existence  practicaUy, 
were  so  great  that  the  business  of  the  average  refiner  was  silenced.  I  want  to 
read  to  you  from  the  evidence  of  Frank  Rockefeller,  whose  testimony  was  given 
before  the  Congressional  committee,  July  7, 1876.    I  read  from  clause  L. 

"Q.  Do  you  Know  how  many  refineries  there  were  in  Pittsburg  prior  to  this 
alleged  (combination? — A.  I  have  been  told  that  there  were  sixt>'  odd  refineries. 

**  Q.  How  many  are  there  now? — A.  I  was  told  by  the  same  parties  that  there 
were  now  lens  than  twenty,  and  very  few  doing  any  business. 

*'  Q.  (By  Mr.  Reaoan.)  What  is  the  cause  of  that  reduction  in  the  number  of 
refiners? — A.  I  suppose  the  main  cause  has  been  the  fact  that  they  could  not  make 
money.  I  have  understood  that  the  same  lever  was  brought  to  bear  upon  them 
as  upon  the  Cleveland  refiners.  We  had  in  Cleveland  at  one  time  about  thirty 
establishments,  but  the  South  Improvement  was  formed  and  the  Cleveland  com- 
panies were  told  that  if  they  didn't  .sell  their  property  to  them  it  would  be  value- 
less; that  there  was  a  combination  of  railroad  and  oil  men;  that  thev  would  boy 
all  they  could,  and  that  all  they  didn't  buy  would  be  totally  valueless,  because  they 
would  be  unable  to  compete  with  the  Southern  Improvement  Company,  and  tiie 
result  was  that  out  of  the  thirty  there  were  only  four  or  five  that  didn't  sell. 

**  Q.  From  whom  was  that  information  received? — ^A.  From  the  officers  of  the 
Standard  Oil  Company.  They  made  no  bones  about  it  at  aU.  They  said  *  If  yon 
don't  sell  your  property  to  us  it  will  be  valueless,  because  we  have  got  advan- 
tages with  the  railroads.' 

Give  the  names. — A.  J.  D.  Rockefeller,  H.  M.  Flagler,  and  O.  H.  Payne. 
(By  Mr.  Ross.)  Mr.  Payne  is  the  son  of  a  member  of  Congress  of  that 
name? — A.  Yes,  sir. 

**  O.  Have  you  heard  these  gentlemen  say  what  you  have  stated? — A.  I  have 
heard  Rockefeller  and  Flagler  say  so;  other  parties  have  told  me  that  Payne  had 
used  the  same  argument  with  them. 

"  Q.  What  other  parties? — A.  I  won't  give  the  names  now.  There  are  some 
20  men  in  Cleveland  who  sold  out  under  the  fright,  and  almost  any  of  them  wonld 
tell  you  that  story. 

"  Q.  Give  us  the  names  of  some  of  those  that  sold  out? — ^A.  J.  W.  Fauoett,  of 
Cleveland;  W.  C.  Scofield,  Joseph  Stanley,  John  Critchley.  Those  are  some  of 
them. 

''  Q.  (By  Mr.  Duxnell.)  Do  yon  make  the  same  statement  with  regud  to  the 
shipment  of  crude  oil  to  tne  seaboard  that  you  do  with  regard  to  the  shipment  of 
refined  oil? — ^A.  We  do  no  business  of  that  kind." 

If  you  will  refer  to  my  pamphlet,  page  82  (or  to  Fiftieth  Congress,  first  session, 
House  Reports,  vol.  9,  p.  234),  you  will  find  that  in  Pittsburg  there  were  58  refin- 
eries in  1 877.  Thirty  refineries  had  been  crushed  out  and  dismantled  and  no  record 
left.    The  28  were  what  were  running  and  what  was  left. 
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Q.  (By  Mr.  Phillips.)  What  date?— A.  1877.  The  remaining  28  had  been 
bought  or  leased  by  the  great  monopoly. 

RAILROAD  OFFICIALS  STOCKHOLDERS  IN  THE  STANDARD. 

I  do  not  read  now  from  the  same  book,  but  it  is  the  same  testimony  and  it  is  in 

^  the  same  book,  but  I  can  find  it  quicker  in  this  one.     [Reading^ 

^.     '*  Cj.  You  spoke  a  while  ago  of  naving  personal  knowledge  or  certain  railroad 

jofficials  having  been  stockholders  in  the  Standard  Oil  Company.    How  do  you 

'know  that? — ^A.  I  know  it  from  the  officers  of  the  Standard  Company  telling  me 

that  they  were  stockholders. 

*'  Q.  Who  are  they?— A.  William  H.  Vanderbilt,  vice-president  of  the  New  York 
Central,  was  at  one  time,  also  Amasa  Stone,  of  Cleveland,  and  I  have  very  good 
reason  for  believing,  though  I  do  not  know,  that  Mr.  Devereaux  and  Mr.  liewell, 
\  both  stockholders  at  the  present  time.  Mr.  Stone  sold  his  stock  some  two  years 
ago;  at  the  time  when  he  quit  the  railroad  he  put  the  stock  on  the  Cleveland  mar- 
ket, and  is  not,  I  believe,  a  stockholder  to-day. 

THE  OIL  POOL— THE  QUESTION,  WHO  GOT  THE  REBATES? 

*'  Q.  (By  the  Chairman.)  Gtive  us  the  names  of  the  officials  of  the  railroad  that 
you  think  received  the  benefit  of  this  rebate. — ^A.  Understand  me;  I  do  not  say 
that  they  did  get  it.    It  is  merely  my  opinion. 

*'  Q.  Give  us  the  names  of  the  gentlemen  who  you  think  do  reap  the  benefit  of 
that  rebate. — A.  I  think  that  Dr.  Devereaux  gets  it,  and  that  Mr.  Newell  gets  it; 
that  Tom  Scott  gets  it,  and  that  Mr.  Vanderbilt  gets  it,  and  other  officers  of  those 
roads  whose  names  are  not  in  my  mind  just  at  present. 

"  Q.  What  do  you  mean  by  a  pool — a  i)ool  among  the  railroads  or  among  the 
oil  men? — ^A.  I  do  not  give  this  as  a  positive  fact,  but  as  I  understand  the  argu- 
ment, I  understand  the  Kew  York  Central,  the  Erie,  the  Atlantic  and  Great 
Western,  the  Pennsylvania  Railroad,  the  Cleveland,  Columbus  and  Cincinnati, 
and  the  Baltimore  and  Ohio  railroads  had  a  pool  or  combination  for  the  purpose 
of  shipping  oil,  and  oil  only,  and  in  this  pool  the  Baltimore  and  Ohio  gets  a  cer- 
tain number  of  barrels  to  go  over  its  road;  the  Lake  Shore  has  so  many  to  go  over 
its  road;  the  Pennsylvania  ^ot  so  many  to  go  over  its  road  from  different  points 
in  the  country,  but  on  oil  shipped  over  these  roads  by  the  pool  to  the  Standard  Oil 
Com^ny  there  is  a  rebate  or  drawback  from  the  shipment  of  so  much,  which  is 
paid  into  this  x>ool,  over  whichever  road  the  oil  may  go.  and  the  rebate  is  divided 
up  between  the  Standard  Oil  Company  and  the  railroad  officials. 

'*  Q.  The  railroad  officials,  do  you  say? — A.  So  I  understand  it;  I  do  not  say  that 
of  my  own  knowledge. 

**  Q.  Then  it  does  not  go  to  the  railroads  themselves?— A.  No,  sir. 

**  Q.  But  to  the  railroad  officials? — ^A.  To  the  railroad  officials;  yes,  sir. 

"  Q.  How  do  you  think  it  stands  related  to  Cleveland? — ^A.  We  should  do  the 
same  as  we  have  done  in  the  past  years  and  are  doing  at  the  present  time.  We 
are  shipping  our  oil  at  the  present  time  by  lake  and  canal  because  we  can  not  ship 
by  rail  without  losing  money;  by  lake  and  canal  we  can  just  save  ourselves." 

This  was  testimony  in  1876,  and  the  contract  that  I  have  read  was  taken  October 
1»  1874.  Have  you  any  doubt  of  rebate  (after  this  evidence  of  these  men)  existing 
between  1872  and  1876?    Why,  I  could  read  you  volumes  upon  it. 

LATER  BEBATEB-THE  WITNESS  COLLECTED  REBATES  UP  TO  1893. 

Q.  (By  Mr.  Ratchford.  )  I  want  to  remind  the  witness  that  if  he  seeks  to  prove 
before  this  commission  that  rebates  were  paid  22  or  23  years  ago,  his  testimony 
avails  very  little;  what  we  want  to  know  is  whether  these  rebates  have  been 
paid  last  year  or  the  year  before.  You  are  wasting  your  time  in  endeavoring  to 
prove  something  of  little  consequence.  I  do  not  understand  the  Standard  Oil 
Company  has  disclaimed  discriminations  in  their  favor  prior  to  the  passage  of 
the  interstate-commerce  law.  I  would  ask  that  in  order  to  make  your  testimony 
effective  and  to  say  the  most  in  the  least  time  possible,  you  confine  yourself  to 
recent  years. — A.  That  is  what  I  asked  yesterday  morning,  whether  the  question 
^as  to  be  taken  up  from  the  beginning,  and  I  understood  the  object  was  to  trace 
U  from  the  beginning.  The  witness  on  the  stand  stated  that  no  rebates  were 
paid.  I  was  endeavoring  to  show  that  contracts  were  still  in  existence  and  I  was 
about  to 
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9.  If  these  contractH  are  Rtill  in  existence,  as  yon  obeerve,  yon  will  make  a 

point A.  I  do  not  mean  to  say  they  are  in  existence  except  by  rebates  bjdA  the 

methods  of  canning  out 

Q.  (By  Mr.  Phillips.  )  He  Btate<l  yesterday  that  the  National  Transit  Company 
was  organized  under  precisely  the  same  language  as  the  South  Improvement 
Company,  and  he  is  tracing  it  on  from  that. — A.  I  beg  the  pardon  of  the  gentie- 
man  and  the  commission,  but  I  was  simply  following  out  that  which  I  was  aaked 
to  do. 

Q.  (By  Repreeentatiye  Livingston.)  Do  yon  lay  down  the  proposition  now  tibat 
that  contract  is  binding  and  is  being  enforced? — ^A.  No. 

Q.  How  long  since  it  expired? — A.  It  was  supposed  to  expire  2  weeks  after  it 
was  made,  so  lar  as  the  fair  rates  were  concemea,  the  agreement  between  all  die 
railroads  in  this  combination  to  accept  the  rebate  system  entirely,  and  get  the 
opportunity  to  go  on  as  it  had  done  in  former  years.  I  am  trying  to  show  yoa 
that  from  that  time  up  to  the  present  time  these  rebates  were  participated  in,  I 
do  not  say  by  the  Standard  Cil  ComiMmy,  bu  I  do  sa^  that  we  have  collected 
them  on  oil  we  shipped,  and  I  suppose  they  have  on  theirs. 

Q.  How  lately  did  you  collect  any  rebates? — ^A.  Up  to  1898.' 

Q.  That  is  the  way  to  get  at  it. — ^A.  I  stated  it  yesterday;  I  rave  the  evidence 
in  full  yesterday,  and  produced  the  papers  that  rebates  had  been  paid  and 
acknowledged  up  to  1893. 

Q.  (By  Mr.  Ratchford.)  The  point  is  this;  what  is  the  use  of  going  beyond 
1893? — A.  I  do  not  want  to  if  you  do  not  want  me  to. 

Q.  (By  Mr.  Kennedy.)  These  rebates  order  d  jNiid  in  1898  were  for  oil  carried 
when? — A.  From  1 8^<8  up  to  1893.  because  we  got  judgment  up  to  1888  in  the  courts 
of  Warren  County,  and  the  balance  was  carriea  into  the  interstate  Commerce 
CommisHion. 

Q.  (By  Representative  Living'^ton.)  It  was  made  incumbent  on  this  comnds- 
sion  by  Congress  to  learn,  if  possi"  le,  \7hetl1er  by  combinations,  trusts,  or  corpora^ 
tions  legitimate  coin])etition  was  interfered  with  or  lessened  in  any  of  these  indus- 
trial pursuits.  I  want  to  know  if  you  have  a  y  testimony  that  will  lead  up  to 
the  fact  that  the  railroa^Is,  as  you  assen.  yesterday,  are  laj*gely  to  blame  fortius 
diHcrimination  in  favor  of  one  oil  company  or  *ainst  another? — A.  I  did  not  say 
that.  I  said  that  the  Standard  0\\  ompany  under  these  former  contracts  had 
had  rebates,  and  I  said  that,  though  some  of  these  contracts  had  been  annulled, 
their  provisions  are  practically  carried  out,  and  I  cited  instances  where  the  trade 
is  l)eing  affected  at  tlie  present  time 

Q.  I  want  that  testimony  explicit,  if  you  have  it,  before  you  get  through  widi 
your  testimony. 

Mr.  Phillips.  The  Senator  will  proceed  in  his  own  way  and  come  to  that  at  the 
proper  time. 

HOW  THE  STANDARD  GREW  IN  7  YEARS  FROM  4  PER  CENT  OF  THE  REFINING 

CAPACITY  OF  THE  COUNTRY  TO  00  OR  85  PER  CENT. 

A.  More  than  95  per  cent  of  the  refineries  that  existed  in  1872  were  driven  to 
the  wall  before  1877.  I  can  give  you  the  proof  of  it,  but  I  will  make  that  bald 
statement.  I  proved  yesterday,  by  the  testimony  of  Mr.  H.  M.  Flagler,  that  the 
Standard  Oil  Company  was  formed  in  1870  in  Ohio.  I  also  proved  that  in  1872 
W.  H.  Vanderbilt  and  other  railroad  magnates  became  stockholders  of  it.  I  also 
proved  that  rebates  had  been  paid,  and  I  am  prepared  to  prove  that  they  were 
paid  up  to  1879.  The  testimony  was  taken  before  the  Bacon  committee  of  1888. 
First,  Mr.  H.  M.  Flagler  swore  (Fiftieth  Congress,  first  session.  House  Reports, 
vol.  9,  p.  288)  they  had  a  capacity  of  600  barrels  per  day  of  crude  oil  in  their  refin- 
ery, the  production  at  that  time  being  about  16,000  barrels  a  day.  That  would 
give  them  4  per  cent  of  the  refining  capacity  at  that  time.  At  that  time  there 
existed  in  the  oil  country,  spread  out  from  Louisville,  Ky.,  to  Portland,  Me.,  more 
than  250  refineries.  Mr.  Henry  H.  Ropers  and  Jaboz  H.  Bostwick,  deceased, 
members  of  the  Standard  trust,  swore,  m  1879,  before  the  Hepburn  committee, 

»  See  pp.  660, 036, 51 6. 

•  "Q.  What  are  the  roflners  about  here  with  whom  that  alliance  waa  made,  and  are  they  oj 
are  they  not  all  of  them  covere<l  by  the  Standard  Oil  arrangement?— A.  They  would  come  in  and 
then  thoy  would  ^o  out;  there  is  no  refiner  that  I  know  of,  with  one  exception,  about  New 
York,  but  what  haH  bct»n  in  the  a8so<*iation. 

"  Q.  What  are  the  roftners  that  are  now  in  aswof-iatlon  of  the  Standard  OUT— A.  The  peojNO 
that  are  working  in  harmony  with  ub  comprim)  alx)nt,  I  Hhonld  think,  90  or  95  per  cent  of  the 
reflnern.  * 

''  Q.  Now  toll  UH  their  namen,  the  leading  ones.— A.  Borne  of  the  leading  ones?    The  Standard 
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that  they  owned  90  to  95  per  cent  of  the  oil  industry  of  America;  that  is,  its  refin- 
ing capacity.'  Bear  in  mind  that  in  1870  and  1871  they  owned  4  per  cent,  and  in 
the  brief  space  of  7  years  they  silenced  the  fixes  in  95  per  cent  of  the  refineries, 
except  their  own.  The  history  is  here.  Yon  onght  to  have  it.  Every  man  ought 
to  reiid  it  and  know  the  method  by  which  they  accomplished  that  feat  of  throt- 
tling that  great  industry  from  1872  to  1879. 

Q.  (By  Mr.  Phillifs.)  Do  yon  desire  that  that  shall  be  pnt  in  the  record,  so  it 
shall  be  before  the  commission? 

Q.  (By  Representative  LrvmasTON. )  Let  him  state  in  his  own  way  how  they 
did  that  in  1870. — ^A.  My  own  way  is  simply  the  record  of  this  book— the  Com- 
monwealth  v.  the  Pennsylvania  Railroad  Company,  a  snit  which  was  for  3  years 
being  tried  and  the  testimony  being  taken. 

3.  Can  yon  state  in  a  few  words  how  it  was? — ^A.  Discrimination. 
.  What  xMtrticnlar  method? — A.   No  different  method;  only  what  I  have 
explained;  the  railroads  paid  it  to  them. 

Q.  If  the  railroads  were  guilty  of  this,  tell  us  how  they  did  it;  in  the  form  of 
rebates? — ^A.  Certainly.  For  instance,  a  man  owned  a  refinery  or  several  refin- 
eries in  the  oil  country;  at  the  beginning  of  the  business  the  Standard  Oil  Com- 
pany did  not  have  any.  They  gave  a  rebate  to  the  men  that  owned  the  pipe  lines 
of  22  cents  a  barrel  for  all  oil  loaded  upon  the  cars  on  the  railroad.  The  man  that 
owned  a  refinery  on  the  creek  and  owned  his  own  pipe  line  was  not  permitted  to 
have  that  rebate.    There  was  22  cents  against  him  right  there. 

Q.  That  was  one  of  the  methods  by  which  they  £ove  them  out  of  the  busi- 
ness?— ^A.  Certainly.  How  could  you  do  business  against  22  cents  profit?  The  22 
cents  alone  would  have  driven  them  out;  but  in  addition  to  that,  they  got  49  cents 
more. 

Q.  How? — A.  Transportation  by  the  railroad  and  under  agreements.  That  is 
the  way  they  got  from  4  per  cent  of  the  oil  industry  in  1871  to  90  or  95  "per  cent  in 
1879,  and  the  whole  country  was  silenced. 

IT    WAS    NOT    TO    BENEFIT    THEIR    STOCKHOLDEBS    THAT    THE    RAILROADS    MADE 

ALLIANCES  WITH  THE  STANDARD. 

Q.  What  did  the  Standard  Oil  Company  give  the  railroads  for  doing  that  for 
them? — ^A.  I  have  just  read  Mr.  Rockefeller's  testimony,  and  he  gives  tne  names 
of  the  men.  He  said  the  raih'oads  did  not  get  it.  I  read  you  his  evidence;  take 
it  for  what  you  choose.  He  was  driven  out  of  the  business.  Out  of  the  fifty  odd 
refineries  in  Cleveland,  20  remained,  and  they  were  owned  by  the  Standard  Oil 
Company. 

Q.  Well,  you  do  not  mean  to  say  that  the  railroads  lose  that  49  and  22  cents? 
They  recoup  somewhere? — ^A,  I  mean  to  say  the  stockholders  did  not  participate 
in  it. 

Q.  The  stockholders  lost  it? — ^A.  I  can  answer  that  question;  that  there  were 
times  when  there  were  rebates  of  40  cents  a  barrel;  there  were  times  when  there 
were  rebates  of  $1.06,  and  times  when  there  were  rebates  of  $1.32  a  ban-el — ^rebates 
paid  to  these  people  not  only  on  crude  but  on  refined  as  well,  not  only  on  their  oil 
but  on  all  the  oil  anybody  else  shipped." 

Q.  Now,  then,  as  the  stockholders  evidently  lost  that,  as  you  stated ^A.  I  do 

not  know. 

Q.  Where  did  the  money  go;  where  could  it  go? — ^A.  Well,  they  may  have  spent 
it  for  wine  or  may  have  bought  a  farm — I  do  not  know  anything  about  it. 


Baltimore/ 

Teetimony  of  Henry  H.  Bogen:  Proceedings  of  the  Special  Committee  on  Bailroads,  appointed 
under  a  resolution  or  the  Assembly  of  the  State  of  New  York,  1879,  p.  261b. 

Mr.  Roeers  afterwards  testified  (p.  2754)  that  his  estimate  of  90  or  96  jper  cent  was  made  '^  as 
^^{^rds  the  refining  capacity  of  the  country/' 

^^  pag^M  2666  ana  2096  of  toe  same  report  Mr.  Bostwick's  testimony  apx)ears,  as  follows: 
^'If  some  one  man  has  got  96  per  cent  of  a  business,  of  any  commodity,  I  don't  care  what  it  is, 
uiev  are  pretty  near  masters  of  the  situation. 

''Mr.  Sterns.  Do  you  admit  that  the  Standard  has  90  per  cent  of  the  business? 

"The  WiTNBSS.  I  do  not  know  that  I  admit  it,  but  I  am  justgiviiur  an  illustration. 

"  The  Chatruan.  Mr.  Rogers  swears  that  they  have  from  90  to  95^ 
The  Witness.  I  will  say  this  much,  that  parties  that  are  in  harmony  with  one  another  I 
believe  do  90,  if  not  96,  per  cent  of  the  entire  oil  business." 

*  See  Mr.  Archbold.  p.  579. 
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Q.  Yon  have  no  evidence  to  show  where  it  went?— A,  No  more  than  the  teefr 
mony  that  was  taken  before  ConCTees,  which  shows  where  it  went 
Q.  What  does  the  evidence  say?— A.  I  can  take  Mr.  Rockefeller's  testimony;  it 

B'ves  the  whole  hiHtory,  and  he  is  not  the  only  witness.    I  read  this  morning  ihaX 
r.  Vanderbilt  got  some  of  it  and  Mr.  Devereanz  got  some  of  it.* 

THE  WITNEBS  WAS  TWICE  FORCED  OT7T  OF  BXTSINSBS  BT  RAILROAD  DIBCRI||INATI01IS. 

Q.  (By  Mr.  Kennedy.)  I  wonld  like  to  have  yon  state  to  this  comnussion  how 
yon  disposed  of  yonr  different  refineries.  What  became  of  them?  Yon  had  one 
in  Crawford  Connty,  I  believe,  and  one  later  in  Philadelphia. — ^A.  Undoabtecfiy 
someone  has  told  yon  I  8old  ont  to  the  Standard? 

Q.  No;  I  have  no  such  information  as  that. — ^A.  In  Titnsville,  Pa.,  the  Octave 
Oil  Company  had  aboat  eight  hundred  barrels  capacity — eight  hundred  to  a  thou- 
sand— wnen  the  Standard  Oil  Company  was  formed.  We  were  invited  to  come 
into  the  Standard  Oil  Company.  We  were  told  that  if  we  would  go  in,  we  should 
be  allowed  quite  a  large  amount  of  money  for  our  refinery,  taken  in  stock  of  the 
company-— no  money.  No  monev  was  used  in  forming  this  octopus  from  the 
start.  They  only  had  a  capital  of  $1,000,000,  and  the  system  was  merely  to  toni 
the  crank  and  make  stock  and  take  it  from  your  pocket.  The  contract  m 
presented  to  our  company  and  it  seemed  to  us  illegal  and  not  right,  and  ve 
refused  to  go  in.  We  attempted  to  do  business  the  rest  of  1872.  Theee  rebates 
I  have  named  here  were  agamst  us,  although  the  South  Improvement  contract 
had  been  repealed.  We  straggled  along  until  the  latter  part  of  1873,  and  hsd  to 
quit— shut  down  our  refinery.  It  cost  us  |85,000  and  I  thmk  we  got  9^*000  for  it 
We  were  forced  out. 

Q.  Was  that  dismantled?— A.  That  ran  for  two  or  three  years,  and  it  was 
finally  dismantled.  The  oil  industry  was  at  one  time  located  in  the  vicinity  of 
Oil  Creek,  or  at  least  95  per  cent  of  the  manufactured  product  of  oil  was  in  the 
State  of  Penn8ylvania  at  one  time,  and  at  the  coast  harbor  at  New  York  and  in 
Philadelphia,  but  the  whole  country  has  been  depleted  except  some  in  Pennsyl- 
vania belonging  to  the  independents — demolished. 

I  asked  you  about  the  other  one. — ^A.  The  other  one  is  in  Philadelphia. 
Is  that  aismantled? — A.  Yes. 

^  (By  Mr.  Phillips.)  When  was  that  established?— A.  It  was  built  in  1880 or 
1881,  and  built  at  the  solicitation  of  the  Pennsylvania  Railroad,  after  the  close  of 
the  suits  of  1879,  in  which  they  said  they  were  going  to  do  better;  but  discrimissr 
tion  again  drove  us  out,  which  I  have  shown  to  you  in  this  mass  of  evidence.  I 
proved  there  was,  on  everv  barrel  of  oil  I  shipped  to  that  port  and  about  tbat 
works,  a  discrimination  of  from  8  to  28  cents  a  barrel.*  Who  could  do  busmsas 
against  it? 

CARS  WERE  REFUSED  FOR  CARRYINO  THE  WITNESS'S  OIL. 

I  owned  a  pipe  line  in  my  country,  from  my  wells  and  other  wells  down  to  the 
railroad,  and  tney  refused  to  fumisn  me  cars.  The  Pennsylvania  Railroad  owned 
1,126  cars — tank  cars,  bulk  cars.  I  used  them  for  a  time,  until  the  order  came 
from  the  Standard  Oil  trust  that  I  must  get  no  more  oil.  Previous  to  this  time 
they  had  been  delivering  my  oil.  The  evidence  all  shows  it,  and  there  is  the 
whole  history  right  before  you  in  that  verv  book  you  refer  to. 

<^.  ^By  Mr.  F arquhar.  )  A  good  deal  oi:  your  own  business  is  right  here?— A. 
It  IS  all  there. 

Q.  (By  Mr.  Phillips.)  You  will  make  that  a  part  of  jrour  evidence  here?— A. 
Anything  you  want  to  use  as  evidence,  use  it,  and  anything  you  want  to  cut  oat, 
cut  out. 

Q.  (By  Mr.  Kennedy.)  What  became  of  your  Philadelphia  refinery?— A.  It 
was  sold  to  the  Standard  Oil  Company. 

Q.  Was  it  dismantled?— A.  It  was  torn  down.  Another  refinery  close  by,  an 
investment  of  $4,000,000,  that  is  gone—torn  down. 

Q.  (By  Mr.  Ratchford.  )  Did  they  buy  it  to  dismantle  it,  as  far  as  you  know?— 
A.  They  undoubtedly  did. 

Q.  Dismantling  took  place  soon  after  the  sale,  did  it? — ^A.  Within  a  year.  Theee 
cars  were  sent  on  into  Colorado,  Louisiana,  and  all  over  the  country.  A  requiffl- 
tion  was  made  for  these  cars  and  every  one  sent  out  of  the  State  excepting  248,1)7 
absolute  count.  I  sent  three  men  in  different  direction^  to  know  what  became  of 
the  cars  so  quicklv  and  to  make  reports  back  to  me.  Well,  the  oil  commenced  to 
come  into  my  tanks  so  that  I  could  not  do  anything  with  it,  and  my  proi)erty  was 

>  See  p.  046.  •  See  pp.  634, 6»):  Mr.  Lee,  p.  287;  Mr.  Arohbold,  p.  516. 
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put  into  the  hands  of  the  Prodncers'  Protective  Association,  because  they  wanted 
me  to  ahnt  down  my  wells.  I  had  a  large  production  at  that  time— 3,700  barrels 
a  day — and  I  was  blocked  in  it.  With  a  great  big  refinery  in  Philadelphia  and  a 
railToad  miming  through  my  land,  I  could  not  get  a  single  car.  Mr.  Merchants, 
of  the  Rochester  and  Pittsburg  Railroad,  told  me  I  could  not,  and  it  is  in  evi- 
dence: **  They  are  going  to  take  our  coal  traffic  away  from  us  if  I  draw  your  oil.'* 
I  inunediately  applied  to  the  courts  against  the  Rochester  and  Pittsburgh  road, 
and  made  them  bring  cars  in,  such  as  I  could.  I  got  one  in  a  week,  or  one  m  two 
or  three  vreeks,  or  one  in  four  weeks;  but  I  was  deviled  to  death,  until  I  had  to 
quit. 

THB  WITNESS  HAS  NOT  WISHED  TO  COMBINE  WITH  THE  STANDARD. 

Q.  (  By  Mr.  Kennedy.  )  I  want  to  say  to  you  in  all  kindness  that  I  think  yon  have 
made  a  remark  that  was  rather  discourteous  and  unkind  in  regard  to  somebody 
having  told  me  that  you  entered  the  office  of  the  Standard  Oil  Company  in  order 
to  see  them  about  buying  your  property.  When  Mr.  Archbold  was  on  the  stand 
he  did  tell  about  other  people  having  gone  to  the  Standard  Oil  Company  to  enter 
a  combination  with  them,*  but  your  name  was  not  mentioned,  and  I  have  no 
information  that  you  went  there  at  that  time. — A.  It  was  brought  up  in  1888, 
and  ever  since  I  have  had  to  face  a  charge  that  I  was  groping  around  trying  to 
sell  to  the  Standard  Oil  Comx)any. 

Q.  (By  Representative  Livingston.)  Do  you  not  think  that  you  had  good 
cause  to  go  around  to  sell  if  you  could  sell? — ^A.  Well.  I  did  not  want  to. 

Q.  I  should  have  sold  a  long  time  since. — A.  I  would  not.  I  have  stuck  to  my 
text.    I  do  not  like  it;  it  is  ^oss  violation  of  rights. 

Q.  It  is  a  question  of  sentmient  with  you  principally? — ^A.  No;  it  is  a  question 
of  principle.  I  can  not  afford  this — ^not  now.  I  may  if  this  thing  keeps  on— in  10 
years  long[er,  if  God  permits  me  life.  I  will  go  in  the  face  of  the  law  and  protect 
my  own  rights  if  necessary. 

no  bitterness  in  PENNSYLVANIA  ON  ACCOUNT  OF  THE  REMOVAL  OF  REFINERIES. 

Q.  (By  Hr.  Farquhar.)  In  this  matter  of  the  Standard  Oil  Company  buying 
up  refineries  and  dismantling  them  or  demolishing  them,  has  it  not  been  in  Penn- 
sylvania for  a  great  many  years  quite  an  irritating  subject  with  a  great  many  of 
the  smaller  pl^es  there  that  they  were  abolishinK  these  refineries  and  the  trade 
passing  away  from  this  section?  Has  it  not  caused  an  imbitterment  on  the  part 
of  the  people  where  the  local  refineries  had  been  established  and  were  then  taken 
away?  Is  it  not  a  common  saying  in  Pennsylvania,  as  ajpinst  the  Standard,  that 
they  have  changed  the  business  from  the  Penns>[lvania  field  to  New  York?  Has 
not  this  caused  an  immense  amount  of  hatred,  Dias,  and  vitux)eration  toward  the 
Standard  Oil  Company?— A.  No.» 


Q.  You  say  no?— A.' No. 


.  In  your  own  former  testimony  did  you  not  speak  of  the  complaint  of  the 
Pennsylvanians  that  Pennsylvania,  and  especially  Pittsburg,  had  been  robbed 
of  the  legitimate  work  that  belonged  to  it;  that  the  whole  labor  of  the  refining 
had  been  swept  out  of  the  State  of  Pennsylvania,  wages  had  been  taken  away 
from  Pennsylvania  and  had  been  taken  down  to  New  York  by  the  pipe  lines?— A. 
Since  that  time  Pennsylvania  has  got  more  refining  capacitv  than  in  those  days. 
Philadelphia  is  one  of  the  largest  manufacturing  centers.  They  themselves  have 
come  back  to  Pennsylvania  and  built  up  tiie  most  enormous  works.  That  was 
not  the  condition  when  this  testimony  was  given,  but  in  these  times  it  is  different. 

PENNSYLVANIA  IS  THE  BEST  PLACE  FOR  REFINING  OIL. 

9>  I  BSD.  glad  to  know  that.  Now,  as  a  refiner  and  business  man,  do  you  not 
think  there  were  legitimate  reasons  why  a  sood  deal  of  the  refining  mi^ht  better  be 
done  in  New  York,  especially  in  view  of  tne  by-products  that  came  into  general 
^,  than  it  could  have  been  in  scattered  districts  in  Pennsylvania?— A.  No;  and 
I  will  tell  you  why. 

Q-  So  you  think  the  representatives  of  the  Standard  Oil  Company  were  incor- 
rect when  they  testified  before  this  commission  that  it  was  purely  a  business 
^tter,  and  not  a  matter  of  prejudice,  that  they  had  dismantled  this  business  in 
Pennsylvania  and  Ohio  and  substantially  done  the  work  in  New  York? — ^A.  No; 
that  is  entirely  wrong.    They  are  mistaken  in  the  answer  to  that  question,  from 

>  Bee  pp.  530, 631.  s8eeMr.Lee,p.d68. 
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the  very  fact  that  they  have  come  back  there  to-day  and  are  mannfactiiiiiig 
by-products  very  lar^elv.  Thev  have  come  back  there  becanee  fuel  is  che^>; 
because  natural  gas  is  there  in  lai^  quantities.  There  ia  an  abundance  of  most 
excellent  water,  and  I  believe  tonday  they  are  sorry  that  every  single  refinery  thn 
have  is  not  located  somewhere  in  Pennsylvania.  They  have  come  back  there  and 
spent  millions  and  millions  of  money  in  Pennsylvania  since  they  made  that 
excuse,  that  it  was  not  the  proper  place  to  refine  oil.* 

Q.  (By  Mr.  Phillips.  )  You  were  about  to  go  into  the  discriminations  up  to  the 
time  of  the  passage  of  the  interstate-commerce  law? — ^A.  Yea;  I  have  figured  the 
matter  up  to  1899. 

Q.  Then  ¥rill  you  oblige  the  Commission  by  taking  it  up  to  that  time?— A.  I 
have  no  further  evidence. 

Q.  Yon  have  already  covered  that  ground,  yon  think? — A.  I  have  given  enooglL 
I  have  some  other  matters  where  rebates  are  collected. 

Q.  Then  are  you  ready  for  questions  in  regard  to  the  formation  of  these  recent 
companies,  pipe  lines,  etc.,  at  this  time? — ^A.  Yes. 

THE  WITNESS  DETERMINED  IN  1880  TO  UNDERTAKE  A  PIPE  LINE  TO  THE  COAST. 

Q.  It  has  been  charged  here  that  you  and  others  are  connected  with  a  trust  in 
various  pipe  lines  in  the  oil  country — the  Pure  Oil  Company.  Will  you  oblige  the 
commission  by  explaining  that? — ^A.  In  1890,  in  the  latter  part  of  the  year,  owine 
to  the  high  rates  of  freight  over  the  railroads,  the  transportation  of  our  refined 
and  crude  oil  was  so  expensive  that  personally  I  determined  to  build  a  pipe  line 
to  the  Atlantic  coast,  if  possible.  In  a  secretive  wav,  as  everything  had  to  be  done 
then  and  has  to  be  done  now,  I  place<l  in  the  field  some  twenty  expert  right-of- 
way  men  to  secure  the  right  of  way  for  a  pipe  Hne. 

NEGOTIATIONS  WITH  THE  READING.— '*  WE  SHALL  DISTURB  OUR  RELATIONS  WITH 

THE  STANDARD." 

I  knew  very  well  that  it  would  be  impossible  for  us  to  go  clear  through  to  the 
coast  with  a  line,  and  I  went  to  Philadelphia  and  saw  Mr.  McLeod,  the  presi- 
dent of  the  Reading  Railroad. 

I  presented  my  question  to  him.  with  a  proposition  that  we  would  get  the  pipe, 
the  right  of  way,  to  Williamsport,  and  there  connect  with  the  Reading  Railroad, 
and  Mrith  a  right  to  lay  our  piye  line,  for  a  time,  as  we  could  build  it,  on  a  ri^t 
of  way  of  the  railroad.  I  told  him  the  amount  of  tonnage  that  we  would  give 
him,  and  made  preliminary  arrangements,  and  he  said  to  me:  '*  You  return  after 
a  time."  I  did;  I  was  alone;  nolK)dy  knew  anything  about  what  I  vrss  going  to 
do.  I  met  Mr.  McLeod  and  Mr.  John  Taylor,  the  general  managfsr,  and  Lowry 
Brill,  the  general  freight  a^ent.  Lowry  Brill  is  now  of  the  New  Jersey  Central. 
All  these  gentlemen  came  into  the  room.  And,  by  the  way,  there  was  one  other 
man;  I  do  not  remeiiil)er  his  name;  anyway,  all  the  chief  officials  of  the  road.  I 
had  to  reduce  my  proposition  to  writing.  The  rate  of  freight  was  agreed  upon 
and  the  basis  of  a  contract  was  x)nt  in  form,  and  I  was  to  return  at  their  dispatch 
when  they  were  ready.  I  never  got  the  dispatch.  I  returned,  and  took  with  me 
some  other  gentlemen  from  the  office,  and  1  said:  *'  What  is  the  reason  of  this?" 
And  they  said:  '*  If  we  give  you  this  contract  we  shall  disturb  our  relations  with 
the  Standard  Oil  Trust,  and  we  can  not  do  it;  **  and  I  was  dismissed. 

NEGOTIATIONS  WITH  THE  NEW   YORK,  ONTARIO  AND  WESTERN, 

From  there  I  went  to  New  York,  and  had  a  conference  with  the  members  of 
the  Columbia  Oil  Company  of  New  York,  Mr.  King  and  Mr.  McDonald,  they 
being  independent  refiners  of  the  coast.  I  laid  the  matter  before  them,  and  we 
went  from  there  to  the  office  of  the  New  York,  Ontario  and  Western  Railroad, 
which  runs  from  Oswego,  N.  Y.,  to  New  York  City.  We  then  concluded,  Brad- 
ford being  just  here  [indicating  on  map] ,  to  follow  the  boundary'  line  of  Pennsyl- 
vania bordering  on  New  York,  to  a  place  called  Hancock,  N.Y.,  where  the  Erie 
Railroad  crosses  the  Delaware,  and  into  the  small  city  or  village  of  ELancock,  and 
across  to  the  New  York,  Ontario  and  Western  Railroad,  it  being  to  tiie  north 
of  the  Erie  Railroad  about  1  mile. 

THE  STANDARD  TAKES  AN    INTEREST  IN  RIGHTS  OF  WAY. 

Our  men  secured  this  right  of  way  through  the  State  without  very  much  oppo- 
sition, because  the  Standard  Oil  Trust  had  not  got  on  to  our  movements.    Finally 
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it  became  known;  and  all  at  once  came  in  a  nnmber  of  men  who  were  veiy  anx- 
ious to  build  a  line  ri^ht  exactly  where  we  were  building  one,  although  the  stand- 
ard Trnst  owned  a  hne  right  parallel  with  the  State  line,  back  a  little  in  the 
country,  running  clear  through  to  New  York  City.  They  did  not  need  the  line, 
because  lying  in  the  ditch  were  two  parallel  lines  running  from,  the  oil  country, 
firom  Olean,  to  New  York;  but  they  did  not  want  us  to  build  a  line,  and  these 
men,  as  set  forth  in  this  pamphlet,  came  along  and  took  up  rights  of  way  on  top 
of  our  rig^hts  of  way.  They  went  to  the  records  of  the  seversd  counties,  ana 
examined  the  titles  to  the  land  that  we  had  got  rights  of  way  through;  and  if  there 
were  mort£;ages  against  these  properties  they  bought  the  mortgages.  The  owner 
was  in  debt  for  the  place,  and  if  he  had  overstepped  his  rights  m law,  by  holding 
that  morteage  they  mduced  that  man  to  give  them  another  ri^ht  of  way.  In  the 
State  of  New  York,  beyond  the  State  line,  we  had  about  ^  miles  to  ^o  down  to 
the  Dela^v^are  river;  and  they  came  along  and  bought  strips  of  land  right  across 
our  right  of  way  in  Pennsylvania— strips  of  land  from  a  mile  to  a  mile  and  a  half 
long — ^throwing  us  into  the  courts  in  every  instance  where  they  could." 

NEGOTIATIONS  WITH  THE  ERIE. 

Before  we  started  to  lay  our  pipe  I  went  to  the  Erie  Railroad  office  in  New  York, 
and  saw  Mr.  George  M.  Thomas — ^thc  president  of  the  road,  I  think  he  was  at  that 
time.     I  met  Mr.  Thomas,  a  x>erfect  stranger  to  me,  and  I  told  him  what  we 
wanted  to  do.    We  wanted  the  right  to  go  under  the  Erie  Railroad  at  Bradford. 
"Why,"    he  said,  "certainly  you  can  go  rnder  the  railroad  with  your  pipe." 
"Well,"  said  I,  "we  are  goin^  down  to  Hancock,  and  we  want  to  cross  your  rail- 
road or  pass  under  it,  either  in  the  deepwater  of  the  Delaware  or  else  through 
the  bank  of  the  road,  with  our  pipe."    "  Well,"  he  said, "  we  are  disposed  to  assist 
all  progress,  and  I  will  take  that  under  advisement,  and  you  can  come  back  here 
in  two  "weeks.    But  you  go  ahead  and  go  under  our  road  at  Bradford  or  any 
other  point  that  you  can."    I  said  I  was  very  glad  that  he  received  me  so  kindly, 
and  that  he  gave  me  so  much  encouragement;  that  I  would  commence  laying  our 
line  on  the  Ontario  and  Western  Railroad,  a  mile  north  of  Hancock,  within  the 
borough  limits.    "  Well,"  he  said,  "  you  return,  and  the  matter  will  be  fixed  up 
all  rigut."    I  said:  "  I  am  afraid  that  something  will  intervene,  some  power  that 
will  overcomeyou  in  this  matter,  and  your  views  will  be  changed."    "No,  sir," 
said  he,  **  the  Erie  Railroad  runs  its  own  business,  and  whatever  I  nave  done  will  be 
carried  out;  but  this  other  matter  I  shall  be  obliged  to  take  up  in  such  a  way  that  I 
shall  be  ceiiain."    I  then  got  up  to  go,  and  he  detained  me.    We  discussed  the 
question  of  transportation  and  business  generally;  and  I  went  away  and  went  to 
work,  and  worked  a  couple  of  weeks  connecting  our  line  to  the  Ontario  and  Western 
Toad;  bought  11  acres  of  ground  on  which  to  build  our  storage  tanks,  and  put  in 
the  pipe. 

PIPING  BBFINED  OIL — THE  STANDARD  SAID  IT  COULD  NOT  BE  DONE. 

We  laid  two  lines ,  refined  and  crude.  That  is  a  thing  that  the  Standard  Oil 
ComxMmy  never  did.  They  said  it  could  not  be  done.  We  pump  refined  oil  500 
miles  and  deliver  it  on  board  vessels  in  New  York,  and  it  comes  out  just  as  bright 
as  it  did  at  the  refinery.    We  pump  our  refined  oil. 

Q.  (By  Mr.  Phillips.)  Do  the  Standard  Oil  Company  pump  theirs?— A.  No: 
they  said  it  could  not  be  done,  although  they  are  the  inventors  of  everything,  and 
are  the  benefactors  of  the  world.* 

THE  ERIE  railroad  IS  HELPFUL. 

I  laid  that  line  down  to  the  Erie  bridge— the  big  iron  bridge  that  crosses  the 
I>elaware— and  I  commenced  on  the  other  side  of  the  bridge,  120  feet  away  from 
the  upper  side,  or  the  line  of  the  right  of  way,  and  I  laid  the  line  out  toward 
Pennsylvania.  We  had  had  our  fights  over  this  right  of  way.  I  knew  the  men  that 
'vere  there  taking  up  these  rights  of  way  to  have  oeen  in  the  employ  of  the  Stand- 
ard Oil  Company.  I  knew  the  men  personally,  and  my  men  knew  them.  If 
necessary  I  can  call  their  names  at  this  moment.  We  had  overcome,  as  we  thought, 
the  obstacles,  and  I  went  back  to  New  York  to  see  Mr.  Thomas,  and  he  came  from 
his  inner  room  and  took  me  by  the  hand  and  said:  "  You  can  so  under  our  bridge 
at  Hancock  in  the  deep  water  if  it  is  advisable,  or  in  the  bank,'*  and  he  spoke  to 
the  general  manager  of  the  road— his  name  I  forget;  he  was  present  at  our  con- 
versation; so  was  Mr.  King,  of  the  Columbia  Oil  Company — and  he  said:  "  You 

>  See  Mr.  Lee,  p.  264;  compare  Mr.  Boyle,  p.  486. 
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wire  Mr.  Dorr,  the  diyimon  anperintendent  of  the  Sasqnehanna  division,  to  meek 
Mr.  Emery  at  Hancock  to-morrow  morning  and  go  with  him  to  locate  their  ml  pipes, 
either  to  ^o  through  the  deep  water  of  the  Delaware,  or  to  pass  thitni^  the  bank 
of  the  Ene  grade.  *^  I  took  tne  9  o'clock  train.  This  was  done — ^this  message  was 
sent— I  saw  the  gentleman  write  it.  I  took  the  9  o'clock  train,  went  to  Hanisock, 
and  got  there  about  2  o'clock  in  the  morning,  and  I  immediately  went  to  the 
Chandlev  House,  near  by.  I  was  anxious  to  Imow  whether  Mr.  Dorr  was  there. 
I  was  afraid  something  would  happen;  but  to  my  surprise  Mr.  Dorr  was  there 
waiting  for  me.  The  next  morning  I  took  a  carriage — ^my  wife  was  with  me— Mr. 
Durr,  my  wife,  and  myself.  We  rode  to  the  Delaware  River,  which  was  not  half 
a  mile  away,  crossed  the  river,  it  being  low,  sounded  the  water,  -went  upon  the 
bridge  and  saw  where  the  rocks  were,  etc. ,  and  concluded  the  best  thing  we  could 
do  was  to  go  through  the  bank.  There  were  two  ends  of  pipe  130  f  c»et  apart.  He 
said:  **  Mr.  Emery,  I  will  make  a  profile  of  this  and  will  have  it  in  your  office  one 
week  from  to-day.*'  That  was  to  be  on  Thursday.  I  said,  **A11  right.''  I  went 
home  and  I  started  our  pipe,  and  the  very  first  place  where  we  had  to  lay  the  pipe 
was  under  the  Erie  track. 

THE  BRIB  CBASBS  TO  BE  HELPFUL.. 

9.  (By  Mr.  Clarke.)  What?— A.  Under  the  Erie  Bailroad  track.  It  was  in  the 
switch  yard;  some  four  tracks  side  by  side;  and  it  was  pretty  difi&cult  to  go  in 
there.  We  went  there,  honestly  supposing  we  had  a  right  to  do  so.  I  had  spoken 
to  the  superintendent  about  it,  and  ne  did  not  know  anything  different,  mien  I 
returned  to  New  York,  previous  to  this  time,  he  said,  *  *  AH  ri^t. "  We  were  work- 
ing away  with  our  men,  and  the  first  thing  I  knew,  down  came  a  force  of  two  or 
three  hand  cars,  and  they  jumped  on  the  track  and  attempted  to  pnt  our  men  oat 
of  the  ditch.  I  was  at  my  ofiice  uptown.  They  went  to  the  nearest  telephone, 
and  I  went  down  there,  and  they  were  having  a  contest.  My  refinery  was  dose 
by,  and  I  ordered  the  whole  force  out,  and  we  drove  off  the  opposition.  We  had 
what  we  term  now-a-days  a  "  scrap."  I  drove  them  away,  and  went  on  with  oar 
work. 

Q.  (By  Mr.  Phillips.)  That  was  near  Bradford,  was  it?— A.  Right  in  the  city 
of  Bradrord.  The  next  morning  we  were  enjoined  by  the  court.  This  was  the 
Erie  Railroad  that  was  objecting  now,  you  understand. 

Q.  And  was  it  in  the  State  of  Pennsylvania,  where  you  had  the  right  of  eminent 
domain? — A.  Yes;  I  should  have  said  that  before.  A  letter  was  addressed  to  me 
by  our  attorney.    This  letter  I  will  put  in  evidence,  because  I  know  all  the'facts. 

DIFFERENT    LAWYERS,    REPRESENTINQ    DIFFERENT    RAILROADS.   RAISE    THE   SAKB 
objections  and  support  them  with  the  same  ARGUMENTS 

September  8, 1899. 
Hon.  Lewis  Emery,  Jr., 

Bradford,  Pa. 

Mt  Dear  Mr.  Emery:  In  reply  to  your  inquiry  am  pleased  to  make  the  fol- 
lowing statement: 

The  first  legal  opposition  that  we  met  with  in  constructing  the  line  of  pipe  of 
the  U.  S.  P.  L.  Co.,  was  an  attempt  to  prevent  us  from  laying  pipe  under  the  track 
of  the  Erie  Railroad  within  the  limits  of  the  city  of  Bradford,  at  a  point  where 
both  the  National  Transit  Company  and  the  Tide- Water  Pipe  Company  had  previ- 
ously laid  their  lines,  and,  so  far  as  can  be  learned,  without  the  sUgntest  objectioo 
on  the  part  of  the  railroad  company.  We  presented  our  bond  and  petition  to  the 
court  of  common  pleas  of  McKean  County,  and  were  met  by  attorneys  on  the 
part  of  the  railroad  objecting  to  the  granting  of  the  prayer  of  the  petition  ana 
the  approval  of  the  bond.  They  hod  at  this  hearing  a  very  exhaustive  brief,  with 
which  they  seemed  not  to  be  familiar.  They  apologized  to  the  court  for  the  way 
in  which  they  presented  same,  saying  that  it  was  prepared  by  Mr.  Elliott,  and  that 
they  had  not  had  the  time  to  carefully  consider  tne  same.  I  took  very  full  not« 
of  the  authorities  cited  and  of  the  points  made  by  the  attorneys  for  the  raihoad 
company. 

A  short  time  after  this  I  had  occasion  to  appear  in  the  courts  of  Tioga  County, 
representing  the  U.  S.  P.  L.  Co.  in  opposing  a  bill  to  restrain  the  company  from 
laying  a  pipe  under  the  Tioga  branch  of  the  Erie  Railroad.  The  attorneys  at  this 
hearing  seemed  to  have  the  same  brief  as  was  used  in  the  hearing  in  McEean 
County,  citing  the  same  authorities  and  making  the  same  points.  Ijater  I  repre- 
sented the  U.  S.  P.  L.  Co.,  presenting  a  petition  and  bond  to  the  court  of  Brad- 
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ford  Cotmty,  for  the  right  to  lay  a  pipe  nnder  the  track  of  the  Northern  Central, 
at  a  point  sonth  of  Elmira,  and  was  a^in  met  by  what  appeared  to  be  the  same 
brief,  antborities,  and  points.  The  objections  in  all  the  cases  were  many,  and  the 
authorities  cited  nnmerons,  and  what  seemed  to  me  strange  was  the  fact  that  in 
each  there  appeared  to  be  the  most  complete  harmony.  It  is  wonderfnl  hoyr  the 
minds  and  laoor  of  attorneys  so  far  separated  shonld  bring  out  the  same  objec- 
tions and  support  them  by  the  same  argument,  yet  so  it  was. 
Very  truly,  yours, 

W.  E.  BURDICK. 
THB  CONTEST  WITH  THB  EBIB,  AT  HANCOCK. 

We  bongbt  our  way  under  every  single  road  from  there  to  Hancock.  When  we 
got  to  Hancock  I  knew  there  was  something  wrong.  But  I  went  with  my  men  to 
connect  up  these  2  pipes,  120  feet  apart,  and  we  were  met  first  with  2  derricks  and 
2  locomotives,  a  flat  car  containing  lumber,  and  a  little  brass  cannon  that  had 
been  used  for  shooting  holes  through  the  tank  that  was  run  off  the  track,  and  a 
car  holding  about  75  men.  The  moment  we  came  there  with  our  men  they  sup- 
posed, of  course,  we  were  going  to  connect  up  these  2  pix)es.  They  threw  off 
the  old  slabs  and  stuff,  and  bmlt  a  sort  of  a  cob  fire  over  each  end  of  the  pipe. 
They  threw  off  the  lumber  and  built  a  house  on  each  side  of  the  track,  and  put  2 
men  in  them  with  Winchesters.  We  stayed  there  3  months  looking  one  another 
in  the  eyes.    We  never  got  under  the  track.    We  sx)ent  $70,000. 

THE   NBW  YORK,  ONTARIO  AND  WESTERN  VIOLATES  ITS  CONTRACT. 

The  Ontario  and  Western  were  induced  to  violate  their  contract.  I  should  state 
that  we  went  by  the  Ontario  and  Western  because  we  got  a  contract  out  of  them, 
by  which  they  wotdd  transport  our  oil  down  to  Cornwall  on  the  Hudson;  and 
there  we  were  going  to  put  it  into  boats,  and  draw  it  down  to  New  York  and 
deposit  it  in  our  tanks.  That  contract  gave  us  the  right  to  construct  a  pipe  line 
on  the  right  of  way  to  the  Hudson,  for  which  we  were  to  pay  them  a  royalty  of  2 
cents  a  barrel.    We  were  even  cut  off  from  that  contract  by  the  same  power. 

MORE  LEGAL  CONTESTS— THE  SAME  BRIEF— CONTRACT  WITH  THE  NEW  JERSEY 

CENTRAL. 

We  kept  a  standing  army  there  at  Hancock.  We  went  back  70  miles  to  the 
Susquehanna  River,  and  we  flanked  the  enemy  until  we  got  down  to  Wilkesbarre. 
At  Wilkesbarre  we  had  contest  after  contest  in  x>assiiig  under  the  tracks  of  the 
D.,  L.  &  W.  and  the  Lehigh  Valley  and  other  roads.  This  same  brief  came  into 
the  court.  Seven  lawvers,  representing  different  lines,  were  against  us,  each  one 
I'eading  the  same  brief,  making  the  same  points.  We  beat  them;  and  we  built 
onr  line  through,  and  we  connected  with  tne  Jersey  Central  Railroad,  a  friendly 
railroad,  which  had  a  contract  with  us  to  draw  our  oil  for  a  term  of  99  years,  witn 
a  right  to  cancel  the  contract  by  a  certain  number  of  months  notice.' 

Q.  Who  had  the  right  to  cancel  the  contract,  the  United  States  Pipe  Line  Com- 
pany or  the  railroad? — A.  The  United  States  Pipe  Line  Company.  We  stopped 
there  for  a  time  because  we  were  out  of  money.  It  cost  us  more  than  $150,000  to 
fight  our  way  to  that  point;  their  keeping  us  from  going  to  Hancock,  and  the 
expense  of  going  down  to  Wilkesbarre,  litigation,  loss  of  time,  and  loss  of  our 
business.  Then  we  stayed  at  Wilkesbarre  about  li  or  2  years,  and  we  concluded 
we  would  gp  on.  So  we  secured  a  right  of  way  from  Wilkesbarre  over  to  a  place 
about  80  miles  above  Easton.  We  built  that  line  there  to  the  river  and  then  we 
went  into  Jersey.  The  first  thing  we  had  to  pass  under  was  the  Pennsylvania 
Railroad. 

NO  FREE  PIPE-LINE  LAW  IN  NEW  JERSEY— ^THAT  OP    NEW  YORK  HAS  BEEN 

AMENDED  AWAY. 

Q-  Was  there  a  free  pipe-line  law  in  the  State  of  New  Jersey? — ^A.  Ko. 

Q.  (By  Mr.  Kennedy.)  Is  there  in  New  York?— A.  Yes.  You  want  me  to 
e^lain  the  law  to  you? 

Q.  (Bv  Mr.  Phillips.  )  No.— A .  I  think  I  had  better  do  that.  In  1878  New  York 
^^ed  the  first  pii)e-line  law  that  was  passed  in  this  country.  It  was  passed  under 
the  same  pressure  as  the  Pennsylvania  law.    It  was  a  good,  free,  open  law,  and 


1  See  Mr.  Arcbbold.  pp.  629, 630;  Mr.  PhUlips,  p.  001. 
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the  Pennflvlvania  law  is  copied  from  it.  Bat  someone  in  1890,  iast  before  we  got 
down  to  Hancock,  went  in  and  had  that  law  amended,  and  it  became  absolnt^y 
inoperative. 

Q.  ( By  Mr.  Kennedy.  )  And  von  can  not  get  the  right  of  eminent  domain  nnder 
it? — A.  You  can  not  get  the  right  nnder  that.  The  pipe  line  to  Bnffalo  was  laid 
nnder  the  original  law.     It  was  a  good  law. 

GOOD  FORTUNE  IN  OETTINO  PAST  THE   PENNSYLVANIA. 

We  had  to  go  nnder  the  Penasylvania  Railroad.  Fortanatel]^*  we  foond  one  of 
the  Secretaries  of  the  Treasury  of  the  United  States  who  lived  in  Trenton — I  can 
not  think  of  his  name  now-^bnt  we  searched  up  a  title  and  we  found  tiiat  he 
owned  an  acre  of  land,  just  1  acre,  which  was  used  many  years  ago,  during 
Revolutionary  times,  for  a  wharf  and  a  dumping  nlace  for  very,  very  old  fur- 
naces, iron  furnaces,  just  back  there.  He  dia  not  Know  he  had  it  himself  untQ 
We  found  his  title.  We  bought  it,  and  paid  $500  for  it,  and  we  went  under  the 
Pennsvlvania  track. 

Q.  Did  they  have  the  right  of  way  across  this? — A.  Yes;  but  we  had  a  title  for 
the  land.    We  had  the  title  and  went  under  there  after  a  long  contest. 

TROUBLE  WITH  THE  D.,  L.  A  W. 

We  got  over  to  the  D. ,  L.  &  W. ,  within  the  borough  limits  of  Washington,  N.  J., 
and  we  bought  a  farm,  the  Stewart  farm^  over  which  the  old  Morris  and  Essex  Rail- 
road pasHed.  The  charter  was  granted  in  1836;  and  an  easement  had  been  bought 
over  that  land  and  paid  for — ha4  a  deed  of  it.  We  bought  the  fee  title  of  the  laud 
over  which  the  right  of  way  was  given.  Our  attorney  said  we  had  a  ri^ht  to 
occupy  that  land.  Six  or  8  months  before  that  we  had  put  in  a  piece  of  pipe  to 
test  what  they  were  going  to  do,  and  they  tore  it  out.  So  we  thought  we  would 
not  be  beaten,  and  I  took  50  men  from  our  line  and  we  went  over  there  in  the  dead 
of  the  night  and  I  placed  my  men  on  both  sides  of  the  hill.  They  had  a  ^^atch- 
man  of  the  road  passing  up  and  down  with  a  lantern  in  his  hand,  back  and  forth. 
He  would  come  up  to  the  culvert  under  which  we  were  to  nass  the  road^^y,  14 
feet  high  from  the  ground.  He  would  look  down  and  see  tnat  silence  preYailed 
and  go  away.  About  4  o*clock  in  the  morning  we  took  possession,  and  when 
9  o'clock  had  arrived  on  Sunday  morning  we  had  two  pipe  lines  buried  4  feet 
under  the  earth,  and  fastened  to  timbers  as  heavy  as  a  span  of  horses  could  draw. 
We  piled  rocks  on  top  of  them  and  anchored  them  with  chains,  built  a  house  on 
each  side  of  the  culvert  of  the  right  of  way  and  took  our  breakfast  in  camp.  About 
12  o'clock  some  men  came  along  and  said:  **  Yon  get  out  of  here,''  and  came  down 
with  their  picks  and  bars.  I  was  there  in  the  pit  myself  and  he  said,  *'  You  will 
not  get  out? ''  And  I  said,  "  No;  we  belong  here.  It  is  our  line  and  we  will  not 
disturb  the  railroad."  He  said,  **  You  will  get  out;  come  along,  boys.'*  I  said, 
'*  Don't  l)e  hasty;  "  but  he  was  a  little  hasty  and  I  told  the  boys  to  take  the  men 
by  the  shoulders  and  the  seat  of  the  pants  and  take  them  out  and  lay  them  down 
carefully,  which  they  did.  On  Monday  morning  two  wrecking  cars  with  250  men 
rode  in  from  Hoboken.  They  made  a  charge  on  the  little  band  in  the  pit  and  we 
drove  them  out.    That  is  all  there  is  about  it;  we  drove  them  out. 

Q.  (By  Mr.  Clarke.)  When  was  this?— A.  This  was  in  1891.  They  wanted  to 
compromise  the  matter,  and  wanted  to  go  to  the  courts,  where  we  wanted  to  go. 
They  said:  "  You  permit  our  men  to  go  into  this  subway,  and  permit  them  to 
remove  some  earth,  and  you  go  through  the  formality  of  arrest.''  I  said:  "All 
right."  When  we  got  down,  and  they  wanted  to  move  the  wagons  away,  off  the 
pipe,  we  said,  no.  He  said;  **The  wagons  are  in  the  way."  I  said:  **They  are 
there  on  purjiose,  and  I  am  not  green  enough  to  give  you  any  advantage  just  now. 
The  wagons  will  stay  there.  If  you  want  to  do  any  business  of  that  character,  go 
on. "  We  arrested  their  men,  and  they  arrested  our  men,  and  they  wanted  to  know 
if  we  would  go  up  and  have  the  trial.  So  we  went  uptown,  and  the  sheriff  had 
the  men  we  wanted  before  the  justice  of  the  peace.  jE2ach  one  had  his  trial  and 
was  bound  over  to  the  court,  and  the  issue  was  made  up,  and  we  went  off  to  our 
dinner  at  the  hotel,  as  1  supposed,  when  men  came  rushing  on  horseback  and  said: 
"  They  are  in  a  fight."  I  jumped  into  the  first  buggy  I  found — I  did  not  know 
whose  it  was — ^and  I  found  these  traitors,  who  had  promised  to  take  this  intocourt, 
there  with  two  locomotives  standing  on  top  of  the  track  hitched  close  together. 
They  were  running  hot  steam  and  water  down  into  this  pit  on  my  men.  They 
went  to  the  fire  bf)x  and  threw  hot  coals  down  on  them,  threw  stones,  and  clubbed 
us;  but  we  whipped  them.  I  ordered  every  man  out  of  the  pit.  I  told  them  if 
they  came  back  there  I  would  shoot  them.    We  barricaded  ourselves,  and  the 
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Grand  Armv  of  the  Bepnblic  gave  ns  48  muskets,  and  I  sent  to  New  York  and  got 
18  Springfield  rifles.  We  bonnd  our  pipety  in  with  wire  and  we  tied  them  down, 
barricaded  oar  house,  and  stayed  there  for  7  months  holding  x>ossession,  until  the 
court  decided  we  had  a  right  to  stay  there.  The  very  men  who  are  at  the  head  of 
this — I  knew  them— the  men  who  were  there  on  watch  were  in  the  employ  of  the 
Tide-Water  and  the  Standard  Oil  Company.  "W  e  are  pumping  oil  through  to  the 
Junction,  after  the  difficulty  we  had  in  getting  these  rights  of  way  through  New 
Jersey.  The  very  same  men  we  found  uj)  in  New  York  were  offering  as  high  as 
$5  a  rod  to  the  farmers,  instead  of  $1 .50,  which  is  our  price.  *  The  whole  community 
turned  out  to  help  us,  and  defended  us  because  of  the  public  wrong.  We  built 
that  line  through. 

THE  PIPE    ENDS  50  MILES  FROM   NEW  YORK— THE  FREIGHT  RATE  FOR  THAT 

DISTANCE. 

Jj.  (By  Mr.  Philips.)  Through  to  where?— A.  Through  to  the  Junction,  50 
es  from  New  York.  From  there  we  have  a  rate  of  freight ;  not,  as  was  stated 
here  by  one  of  the  witnesses  on  this  stand,  a  discriminating  rate.  The  total 
price.  I  believe,  as  given  here  for  titinsporting  a  barrel  of  oil  from  the  oil  regions 
to  the  seaboard,  by  the  Standard  lines,  was  45  cents.  We  pay  for  that  50  miles 
on  our  refined  oil  7^^  cent»,  and  on  the  crude  6^  cents.  It  is  not  by  the  carload, 
or,  as  stated  by  the  witness,  about  $6  or  |7  a  car.  We  give  them  cars  that  hold 
from  182  to  150  barrels.  That  makes  about  $10  a  car;  a  great  big  rate  of  freight 
for  a  haul  of  50  miles.  The  road  is  very  glad  to  get  it.  it  gives  them  in  revenue 
$200,000  a  year.i 

Q.  (By  Mr.  Clarke.  )  What  road  is  that  ?— A.  The  New  Jersey  Central,  friendly 
to  us.  I  commend  them.  No  discrimination,  mind  you.  It  is  a  rate  that  is  open, 
and  not  a  secret  rate.  Anybody  else  can  come  in  at  the  same  price.  We  pay 
from  that  point  the  7  cents,  if  we  choose  to,  and  the  6  cents ;  and  we  compete 
with  the  Standard  Oil  Company  in  the  markets  wherever  we  have  fair  competition 
and  fair  railr(»d  rates. 

THE  RAlUtOADS  HAVE  WON   AT  LAST. 

We  have  contested  this  suit  in  the  courts  of  New  Jersey  for  the  last  four  years; 
and  now  a  decision  has  been  handed  down  b^  the  chancellor's  court  that  the 
contention  of  the  United  States  Pipe  Line  against  the  D.,  L.  &  W.  Railroad  is 
not  valid,  and  we  have  notice  that  we  must  take  these  pipes  out.  The  railroads 
of  this  country  are  a  barrier  to  any  modern  improvements  of  transportation. 

Q.  What  was  the  ground  of  the  decision;  do  you  know? — ^A.  That  they  had  a 
title,  not  only  an  easement,  but  the  title  or  the  fee  in  the  land,  although  thev  did 
not  buy  the  fee.  There  were  two  decisions  in  our  favor  by  the  vice-chancellors, 
one  by  Vice-Chancellor  Emerick  and  one  by  another — I  do  not  recollect  his  name. 
But  they  were  reversed.  So  our  line  has  got  to  come  out  from  under  that  road. 
It  is  doing  no  harm,  lying  in  the  midst  of  a  larg:e  tunnel,  or,  I  would  have  said, 
an  open  cat.  And  the  old  farmer,  reserving  the  right,  has  egress  and  ingress  to  his 
fields  on  both  sides.  Nevertheless,  the  court  is  against  us.  I  thought  I  could 
produce  a  letter  by  which  we  are  given  notice  that  we  must  remove  those  pipes 
unmediately.' 

Q.  What  State  was  that? — A.  New  Jersey. 

Q.  {By  Mr.  Phillips.  )  The  decision  of  the  lower  court,  if  I  understand ?— A. 

Sustained  the  principle  that  we  had  title. 

Q.  Was  reversed  afterwards? — A.  Reversed  in  the  chancellor's  court.  There 
is  another  court  which  is  higher  than  that — ^the  superior  court. 

Q.  Has  your  comx>anv  appealed  that  case? — ^A.  Oh,  we  have  gone  through  with 
all  of  it.  Now,  then,  that  is  the  story  of  attempting  to  stop  competition  in  the 
business. 

Whereupon  the  commission  took  a  recess  until  2.15  o'clock  in  the  afternoon. 


Washington,  D.  C,  Tuesday,  September  12^  1899— p,  w. 

The  commission  was  called  to  order  by  Vice-Chairman  Phillips  at  2.20. 

Lewis  Emery,  Jr.,  again  on  the  stand,  and  examination  resumed. 

Mr.  Phillips.  Senator  Emery  will  now  proceed  with  his  testimony  in  his  own 
way. 

1  Ck>mpare  Mr.  Archbold,  pp.  629, 930.  «  See  p.  WSt, 
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THS   UNITED    STATES    PIPE    UNB    COMPANY;    ITS    TOTIKO    TE17BT— ^HB    STAHDAKD 

BUYS  STOCK  IN  IT. 

The  WiTNBSS.  I  desire  to  take  np,  in  connection  with  what  I  was  saying  this 
morning,  the  subject  of  competition.  The  United  States  Pipe  Line  Oompan j  was 
oraanized  with  a  capital  ori^nally  of  $600,000,  and  at  the  present  time  its  capi- 
tauzation  is  ^,000,000, 1  beheve.  We  formed  in  that  company  a  Tottng  trust.  I 
shoold  say  that  the  United  States  Pipe  Line  Company  was  organiaeed  nnder  the 

? general  corporation  act  of  the  State  or  Pennsylvania.  We  formed  a  voting  trust 
or  the  pnrpoee  of  keeping  the  stock  out  of  the  hands  of  anyone  that  was  diqwisftd 
to  attempt  to  control  onr  operations.  There  was  at  the  time  this  tmst  was 
formed,  I  think,  about  $800,000  of  the  stock  subscribed  for,  and  every  dollar  of  it 
was  in  the  trust.  However,  regardless  of  the  provisions  of  this  trust,  the  Standard 
Oil  Comi)any  purchased  at  an  advance  on  the  par  value,  which  is  $100,  $386,000 
worth  of  the  stock.  Before  they  had  purchasea  it,  however,  the  stock  taken  had 
been  ipcreased  by  new  subscriptions  to  about  $1,20Q,000;  but  their  expectation 
and  attempt  was  to  get  the  control  of  the  stock.  Owing  to  the  lo^Jty  and 
determination  of  the  rest  of  the  stockholders,  they  were  unable  to  purchase  airr 
more  stock.  That  trust  is  in  existence  to-day — a  voting  trust.  The  Standard  OQ 
Company  presented  themselves  at  one  of  the  yearly  meetings  of  the  United  States 
Pipe  Liine  Companv  and  attempted  to  vote  that  stock.  We  refused,  by  nnammons 
resolution  of  stockholders,  to  allow  the  representative  of  the  Standara  Oil  Trust 
to  vote  that  stock,  and  he  was  ejected  from  the  room,  out  of  which  grew^  the  suit 
of  the  National  Transit  Company  and  J.  C.  McDonald  r.  The  United  States  Pipe 
Line  Company. 

THE   STANDARD    GETS  A  DIRECTOR    ON    THE    BOARD  OF  THE    UNITED  STATES  PIFB 

LINE  COMPANY. 

Q.  (By  Mr.  Phillips.)  In  what  court?— A.  That  was  brought  in  the  McEeaa 
County  court,  and  was  appealed  to  the  State  supreme  court,  but  was  never  heard 
by  the  supreme  court.  Tne  case  was  not  even  caUed  up.  Our  attorneys  were 
notified  that  the  appeal  was  illegallv  taken,  because  an  officer  of  the  company  had 
not  made  an  affidavit  to  the  bill  of  appeal,  although  a  stockholder  had  made  an 
affidavit.  I  was  absent  from  home.  On  that  ground  the  supreme  court  of  tiie 
State  of  Pennsylvania  threw  it  out,  although  we  gave  to  the  court  several  deci- 
sions wherein  other  courts  had  held  that  to  offer  an  affidavit  made  by  a  stockholdcar 
of  the  company  wa.s  quite  sufficient  for  an  appeal  to  the  supreme  court.  This  is 
the  case.  The  Standard  representative  has  since  been  allowed  in  the  meetings; 
he  has  listened  to  the  deliberations,  and  has  been  allowed  to  vote  upon  such 
questions  as  he  chose  to  vote  on,  ever  since  they  have  held  this  stock.  Thev  still 
own  it.* 

Q.  Was  this  gentleman  elected  as  a  director  or  not?— A.  He  was  elected  by  the 
circumstance  of  having  this  stock.  We  recognized  him,  and  he  was  elected,  and 
is  a  director  of  the  company;  voted  in  every  time  we  elect.  He  knows  just 
exactly  what  we  are  going  to  do,  and  participates  in  everything  pertaining  to  the 
general  business  of  the  company. 

Q.  (By  Mr.  A.  L.  Harris.)  Was  he  prohibited  by  the  law  of  the  State  of  Penn- 
sylvania, or  by  a  by-law  of  your  company? — ^A.  From  entering? 

Q.  From  entering;  from  voting. — A.  I  can  answer  that  question  later.  I  can 
not  just  at  the  moment;  1  can  read  the  plea  of  our  people  which  is  here.  I  dont 
know  which  it  was.  It  was  on  some  ground;  we  thougnt  it  to  be  a  legal  ffround, 
and  we  still  think  so:  but  when  we  were  cut  off  by  the  supreme  court's  decision 
that  the  affidavit  was  improperly  made,  wh^,  of  course,  our  case  failing,  we  could 
not  renew  it.  That  is  all  there  was  about  it.  Our  attorneys  denominated  it  a 
technical  matter,  and  not  one  of  good  law.    I  don't  know  anything  about  it. 

THE  INDEPENDENT  REFINERIES  ARE  INDEPENDENT. 

The  stock  that  these  x>eople  purchased  in  the  United  States  Pipe  Line  belonged, 
some  of  it,  to  three  of  the  largest  refinery  owners  in  the  association  of  refiners.* 
The  refineries  belonging  to  the  independents  have  no  connection  with  any  of  the 
stock  companies.  The  refineries  are  owned  by  individual  operators,  and  have 
nothing  in  common  with  the  United  States  Pipe  Line,  or  the  Pure  Oil  Company, 
or  the  Producers'  Oil  Company,  Limited,  or  any  other  transportation  or  oil  market- 


» See  Mr.  Lee,  p.  270;  Mr.  Archbold,  p.  677;  Mr.  Philllpe,6l». 
•  See  Mr.  West^ate,  p.  370. 
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ing  company.  They  market  their  oils  indiyidually.  They  are  comx)etitor8  with 
one  anouier.  I  go  into  the  market  and  I  meet  there  my  brother  refiner,  and  I  pnt 
a  price  ni)on  my  goods  and  he  pnts  a  price  npon  his  goods.  No  objection;  free, 
open  competition  among  all  these  refineries  that  are  in  the  field.  There  are  to-day 
something  like  15  of  them,  which  famish  oil  to  the  transportation  companies; 
and  we  sell  oil  not  only  to  the  Pnre  Oil  Ck>mpany,  doing  business  in  Earox)e,  but 
we  sell  oil  to  England,  France,  Italy,  and  every  other  country,  independently  of 
the  Pore  Oil  Company.    So  do  not  confound  these  refineries  with  what  we  are 

¥ymg  to  finally  deal  with — the  trust;  because  they  have  no  connection  with  it. 
hev  are  independent;  all  competing  against  one  another  in  the  markets  of  the 
world.* 

Q.  (By  Mr.  Farquhar.)  Do  these  refineries  also  sell  to  the  Standard? — ^A.  Oh, 
yes.  I  sell  the  Standard  lots  of  goods,  and  I  make  them  x)ay  all  I  can,  too,  like 
everybody  else. 

REFINERIES  RECENTLY  BOUGHT  BY  THE  STANDARD  AND  DISMANTLED. 

These  three  gentlemen  that  I  referred  to  as  owning  three  of  the  largest  refiner- 
ies connected  with  this  refiners*  association — ^if  you  choose  to  call  them  such; 
they  are  not  an  association — when  they  sold  their  stock  they  sold  their  refineries 
as  well,  and  thev  received  a  large  sum  of  money  for  them.  Within  less  than 
8  months  from  the  purchase  of  these  refineries  by  the  Standard  Oil  Company  one 
of  them,  belonging  to  Mr.  Ramage,  was  dismantled  and  destroyed.  The  next  to 
be  partiallv  dismantled  was  that  belonging  to  Hon.  John  Fertig,  of  Titusville, 
known  as  the  National  Refining  Company.  The  next  was  the  Continental  Refin- 
ing Company.  All  these  refineries  were  first  class,  and  built,  especially  the  last 
two,  in  modem  times,  and  with  every  improvement;  so  was  Mr.  Ramage's;  in 
fact,  he  made  more  by-products,  etc.,  than  any  other.  All  these  refineries  have 
been  demolished  and  taken  from  the  ground  where  they  originally  stood.  That 
has  all  happened  since  1895.* 

Q.  (By  Mr.  Phillips.)  Was  any  effort  made  to  buy  other  refineries?— A.  Oh, 
yes.*  These  people  seemed  to  constitute  themselves  a  committee.  They  labored 
with  me,  and  labored  with  others.  They  said  that  it  was  the  best  thing  to  sell 
out  and  quit.  The  rest  of  us  did  not  think  so,  and  we  are  on  earth  yet.  I  should 
have  been  glad  to  have  gentlemen  who  are  anxious  to  hear  about  these  modem 
things  hear  those  representations. 

THE  PURE  OIL  COMPANY — ITS  VOTING  TRUST   HAS  BEEN  MODIFIED. 

Q.  Now,  will  you  explain  something  in  regard  to  the  Producers'  Oil  Com- 
pany?— A.  The  Standard  Oil  Company  bought  a  majority  of  the  stock  of  the 
Producers'  Oil  Company,  Limited.  Its  method  of  operation  in  purchasing  that 
stock  you  have  before  you  already.^  Through  the  same  method  they  purchased 
a  majority  of  the  stock  of  the  Pure  Oil  Company.  Limited.  They  have  not  been 
permitted  by  the  courts  to  vote  it,  and  it  has  had  to  go  back  into  the  hands  of  the 
original  owners,  if  necessary,  by  order  of  court. 

Q.  Will  you  make  some  statement  in  regard  to  the  Pure  Oil  Company  as 
organized  thereafter?— A.  The  Pure  Oil  Company  is  organized  under  the  laws  of 
New  Jersey.  Its  capital  at  present,  I  believe,  is  $2,000,000,  with  $377,000  paid  in. 
We  are  very  much  afraid  that  when  our  United  States  Pipe  Line  Trust  expires, 
wMch  will  be  within  the  next  15  months,  there  may  be  some  attempt  to  get  pjos- 
Bession  of  more  of  that  stock.  We  have  felt  the  necessity  of  combining  or  putting 
the  stock  of  the  several  companies  into  the  hands  of  the  Pure  Oil  Company  ana 
forming  a  voting  trust,  solely  for  the  purpose  of  protection.  I  desire  to  say  that 
the  pai^  which  was  referred  to  has  been  amended.  First,  it  is  not  a  permanent 
voting  trust.  Second,  three-fifths  of  the  stock  voted  at  any  time  can  dissolve  the 
trust,  or  can  overrule  the  power  of  the  voting  trust.  Only  one-half  of  this  stock, 
and  ten  shares  over,  is  put  in  trust,  and  three-fifths  of  the  whole  at  any  time  can 
control  the  jwlicy  of  the  company.  Under  th.e  terms  of  the  charter  it  terminates 
within  46  years.    Therefore  it  is  not  perpetual. 

Q.  (By  iir.  Farquhar.)  Is  that  one  of  the  new  amendments? — ^A.  Yes. 

1  See  Mr.  Iiee,  pp.  270, 271, 280. 
'See  Mr.  Weeteate,  p.  870. 
'See  Mr.  Archbold,  p.  630;  Mr.  Westgate,  p. 371 

^See  Mr.  Lee.  p.  270.  ^        ,^     , 

*See  p.  606,  where  the  amended  form  of  this  voting  tmst  agreement,  aa  well  as  the  original 
form,  is  given. 
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Q.  (By  Mr.  Phillips.)  Was  it  originally  formed  for  oyer  50  years?— A.  Ko; 
chartered  for  50  years. 

8.  (By  Mr.  Farquhar.)  The  old  form  reqnired  four-fifths?— A.  Yes. 
.  Section  four  of  section  12  (reading):  '*  This  agreement  mav  be  canceled  and 
the  trust  hereby  created  dissolved  only  by  the  winding  up  of  the  Pure  Oil  Com- 
pany, or  by  the  consent  in  writing,  duly  executed,  of  the  equitable  owners  of 
lour-fifths  of  the  shares  held  in  trust  hereunder,  and  of  four-fifths  of  all  the  otho' 
shares  of  the  companv,  after  providing  in  full  for  the  redemption  or  purchase,  at 
$110  per  share,  in  cash,  of  all  the  preferred  and  common  shares  of  the  company 
at  the  time  outstanding." — ^A.  Yes. 

Q.  Is  this  i*edemptiou  feature  Ktill  maintained,  that  the  trust  can  not  be  di5> 
solved  until  after  providing  in  full  for  redemption  or  purchase  at  $110? — ^A.  That 
provision  is  wiped  out  by  the  fact  that  three-fifths  can  control  or  change  the 
by-laws,  or  change  anything  pertaining  to  the  organization  or  management  of 
the  company. 

Q.  Well,  IS  this  stock-redemption  feature  still  retained? — A.  I  don't  know,  sir; 
I  can't  answer  that  question. 

THE  PURE  OIL  COMPANY  18  NOT  A  TRUST,  IN  THE  INDUSTRIAL  SENSE. 

Q.  Now,  it  has  been  said  here  that  this  Pure  Oil  Ck)mpany  is  not  a  tmst.  I 
called  the  attention  of  another  witness  to  the  fact  that  it  is  specifically  mentioned 
as  a  trust  in  your  articles  of  agreement  and  also  of  incorporation. — A.  Yes. 

Q.  So  that  you  are  not  afraid  to  call  it  a  trust? — A.  I  call  it  a  voting  trust.  I  will 
submit  your  question  to  decision,  if  you  choose,  according  to  the  definition  of  a 
trust  given  by  the  Commercial  Year  BooL  of  the  New  York  Journal  of  CJom- 
merce.  The  definition  is,  **As  popularly  used,  the  word  *  Trust'  is  now  applied 
to  any  consolidation,  combine,  pool,  or  agreement  of  two  or  more  natnrally 
competing  concerns,  which  establishes  a  par  lal  or  complete  monopoly,  in  certain 
temtory,  with  power  to  fix  prices  or  rates  in  any  industry.  Viewed  from  the 
standpoint  of  the  consumer,  the  informal  agreement  and  the  ironclad  combine 
look  alike  if  the  one  has  the  same  effect  as  the  other  upon  prices."' 

Now,  there  is  nothing  in  the  world  about  the  Pure  Oil  Company  that  can  possi- 
bly lead  up  to  that  definition.  There  are  several  other  definitions  that  1  can 
refer  to. 

Q,  Let  me  suggest  that  there  are  five  true  definitions  given  by  Mi*.  Cook,  -who 
is  an  authority,  one  of  the  greatest  lawyers  in  the  country,  and  also  by  Von  Halle. 
There  are  five  forms  of  trusts. 

Q.  (By  Mr.  Phillips.)  I  would  ask  the  Senator  to  read  the  definition,  under 
the  Sherman  act,  of  a  tnist,  if  he  has  it  there. — A.  It  needs  no  argument  to  show 
that  the  Pure  Oil  Company  is  not  a  trust.  It  lacks  every  element  of  a  trust.  A 
trust  is  defined  by  the  antitrust  law  known  as  the  Sherman  act  of  1^90  a.s  fol- 
lows: *' All  trusts  and  combinations  in  restraint  of  trade  are  unlawful."  Another 
accepted  definition  is  that  a  corporation  or  combination  of  corporations,  -with 
vast  capital,  made  for  the  purpose  of  securing  and  maintaining  a  monox>oly  in 
any  branch  of  industry,  is  a  trust.  The  odious  feature  is  the  aim  and  purpose  to 
secure  a  monopoly.  The  Pure  Oil  Comi>any  was  organized,  not  to  secnre  a 
monopoly,  but  to  prevent  a  monopoly  in  the  oil  industi-y.    The  Pure  Oil  Com- 

ftany  is  not  in  restraint  of  trade,  but  in  aid  of  trade,  and  to  maintain  competition. 
t  expires  by  the  expiration  of  its  charter  46  years  from  the  6th  day  of  next 
November.  It  is  therefore  neither  permanent  nor  perpetual  as  alleged.  It  "would 
be  silly  to  hold  that  a  corooration  with  a  paid  up  capital  of  only  $377,000,  opposed 
by  a  trust  in  the  same  industry  with  a  par  capital  over  200  times  and  a  market 
value  over  1.000  times  as  ^reat,  could  be  a  monopoly  or  restrain  trade;  and  unless 
it  is  a  monopoly,  or  restrains  trade,  it  c^n  not  be  a  trust.  That  the  power  to  vote 
one-half  of  its  stock  has  been  placed  in  the  hands  of  trustees,  to  prevent  a  ^^reat 
monopoly  from  intruding  to  destroy  it,  does  not  change  the  character  of  the  cor- 
poration or  make  it  a  tmst.^  If  the  Pure  Oil  Company  should  ever  develop  monop- 
olistic tendencies,  the  present  holders  would  be  glad  to  have  it  destroyed.  If 
any  antitrust  legislation,  at  any  time,  brings  withm  its  restrictive  or  destructive 
provisions  the  Pure  Oil  Company,  the  stocknolders of  that  comjMiny  will  welcome 
its  destruction. 

NO  EFFORT  TO  COMBINE  WITH  THE  STANDARD. 

Q.  You  are  a  large  holder  in  most  of  these  companies.  You  are  president  of 
the  United  States  Pipe  Line  Company,  and  you  are  a  large  holder  in  tne  Pure  Oil 


•  Commercial  Year  Book,  1899,  p.  64,3. 

«  See  Mr.  Boylo,  pp.  443, 444, 483, 464, 488:  Mr.  Archbold.  p.  507;  Mr.  Phillips,  pp.  »1,  SSHSOU^ 
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Company.    Do  yon  know  of  any  effort  ever  having  been  made  to  make  a  com- 
bine of  theee  varionB  compiinieB  with  the  Standard? — A.  No,  never;  no,  sir. 

Q.  (By  Mr.  Fabquhab.  )  The  commission  has  been  furnished  the  original  form 
of  the  incorporation  of  the  Pare  Oil  Company,  and  it  will  be  printed  as  a  pai-t  of 
the  minutes  of  this  commission.  Now,  can  you  furnish  with  your  testimony  a 
copy  of  the  amended  one  in  proper  form? — A.  Oh,  yes;  I  shall  be  very  glad  to.* 

BFFOBTS  NOW  MAKINQ  TO  CM^MBINE  THE  INDEPENDENT  COMPANIES. 

Q.  That  is  what  I  wanted  to  know. — A.  Now,  as  to  the  changing  of  that  trust; 
we  have  not  eot  the  voting  trust  yet.  We,  perhaps ,  are  crossing  the  bridge  before 
we  get  to  it;  out  this  has  not  been  accomplished.  It  has  not  been  accomplished, 
80  far  as  the  combination  of  the  stock  of  those  companies  is  concerned.  All  that 
is  in  the  shax)e  of  a  trust,  out  of  about  three  or  four  million  dollars,  is  $377,000. 
The  other  is  in  contemplation,  because  we  fear  that  when  this  present  trust  of 
ours— the  United  States  Pipe  Line — expires,  we  shall  be  in  danger,  and  we  are 
going  to  put  ourselves  under  cover;  that  is  all. 

Q.  You  have  incorporated  in  the  State  of  New  Jersey  the  Pure  Oil  Company? — 
A.  Yes. 


Q.  You  have  how  much  capital  paid  in?— A.  $377,000. 


,  You  are  still  under  the  operations  of  a  majority  of  the  stockholders  bring- 
ing in  other  companies? — ^A.  Oh,  no;  we  are  simply  talking  about  it  and  hope  to 
accomplish  it.  It  is  not  a  question  that  has  absolutely  been  decided,  though  I 
expect  that  it  will  be  done.  The  amendments  have  not  even  been  printed;  but 
we  are  going  to  try  to  get  this  stock  in  for  self -protection,  and  put  it  into  the  vot- 
ing trust,    it  has  not  been  accomplished  yet  by  any  means. 

THE  INDEPENDENTS  ASKED  THE  STANDABD  FOB  PEBMISSION  TO  LAY  THEIB  PIPE 
UNDEB  THE  BAILBO  ADS  —  THEY  DID  NOT  PBOPOSE  TO  SELL  OUT  TO  THE 
STANDABD. 

Q.  (By  Mr.  Phillips.)  Now,  will  you  answer  the  other  question  in  regard  to 
any  effort  amongst  all  these  companies  to  make  a  combine  with  the  Standard  Oil 
Tmst?— A.  I  was  president  and  general  manager  of  the  United  States  Pipe  Line 
Company  from  its  inception  up  to  a  little  over  a  year  ago,  and  probably  I  should 
have  been  still  in  the  management  of  it  had  my  health  not  failed.  I  was  always 
present  at  general  meetings  and  had,  under  our  by-laws,  the  appointment  of  all 
committees.  During  our  trouble  that  I  have  recited  relative  to  the  construction 
of  this  line,  I  appointed  a  committee,  as  chaiiman  of  the  board  of  directors,  to  go 
to  New  York  and  see  if  some  arrangement  could  not  be  made  with  the  Standard 
Oil  Company  by  which  they  would  permit  us  to  go  under  the  railroads  of  the 
country.  We  did  not  go  to  the  railroads.  The  railroads  had  nothing  to  say  about 
it.  We  went  to  the  S&ndard  Oil  Company,  but  not  for  the  purpose  of  selling  one 
single  share  or  one  dollar's  worth  of  our  property.  The  resolution  or  motion 
offered  was  that  the  committee  go  to  New  Yorlc  for  the  pui-pose  of  seeing  if  the 
Standard  Oil  Company  would  not  let  up  and  let  us  go  through  to  the  coast.  I 
appointed  that  committee  under  that  resolution.  Mr.  Phillips,  Mr.  Lee,  Mr. 
Murphy,  Mr.  King,  Mr.  Jennings  of  Pittsburg,  and  some  other  gentlemen  were 
appomted  to  go  there  for  the  purpose  I  have  named.  They  had  no  authority  to 
make  any  prox>ositLon  to  sell  any  portion  of  this  property  or  to  make  any  settle- 
ment with  the  Standard  Oil  Company  on  any  such  basis  as  selling  out  any  part  of 
the  company's  property.    I  am  sure  they  did  not  make  any  such  proposition.^ 

KPFOETS    TO    GET    A    GENERAL    PIPE-LINE    LAW    IN    PENNSYLVANIA — METHODS  OP 

THE  OPPOSITION. 

Q.  In  regard  to  the  opposition  to  laying  the  pipe  line  through  Pennsylvania  it 
was  said  by  Senator  Lee  fiiat  certain  dodgers  were  circulated  in  the  eastern  part  of 
the  State.'  Can  you  state  the  purport  of  these  dodgers,  or  have  you  any  knowl- 
edge of  them? — ^A.  In  1868  the  legislature  of  Pennsylvania  passed  an  act  for  the 
incorporation  of  pi];)e-line  companies,  as  I  told  you  yesterday.  We  got  such  a 
law,  through  the  permission  of  Mr.  Thomas  A.  Scott,*  for  eight  counties  in  the 
northern  part  of  Pennsylvania,  and  the  Wallace  act  of  1874  rejiealed  that  law. 
Immediatel  V  upon  the  repeal  we  attempted  to  get  a  law  passed  giving  the  right 
of  eminent  aomain  for  the  construction  of  pipe  fines.  That  was  introdfuced  regu- 
larly from  1874  up  to  1883 — every  session  during  my  career  in  the  legislature,  both 
House  and  Senate,  for  10  years.    It  was  my  duty  to  introduce  this  bill  and 

■  See  p.  606  for  both  forms  of  the  trust  agreement.  >  See  p.  202. 

*  See  Mr.  Archbold,  pp.  630, 631, 548;  Mr.  PhiUipe,  p.  603.  «  See  p.  006. 


660  HEAKINQ8   BEFORE   THE   INDUSTBIAL   COMMISSION. 

endeavor  to  pass  it.  In  1883  the  bill  was  pending,  and  the  Standard  Oil  Company, 
by  its  agents,  had  gone  all  over  the  southern  portion  of  the  State  of  Pennsylyama, 
which  is  a  verv  beaatifnl  part  of  the  conntrv,  as  yon  know,  and  had  said  to  the 
farmers  that  if  the  pipe  lines  were  laid  in  that  region  there  would  be  a  seneral 
destruction  of  their  property;  that  their  orchards  would  be  destroyed,  and  there 
would  be  general  Havoc,  and  the  pipe  lines  would  explode  and  probably  destroy 
life  as  well  as  property.  At  the  same  time  they  had  thousands  and  thousands  of 
miles  of  pipe  line  in  the  States  of  Pennsylvania,  Ohio,  and  West  Virginia.  In 
order  to  meet  and  counteract  the  impression  among  the  people  Senator  Lee  and 
myself,  night  after  night  and  week  after  week,  visited  the  schoolhouses  and  coort- 
houses,  and  every  place  where  we  could  get  a  sathering  of  people  to  listen  to  our 
explanation  of  the  necesnity  of  the  passage  of  this  law.  Dodgers  were  issned  and 
puHhed  under  m^  arm.  The  effort  was  to  get  my  attention  to  them .  As  I  entsed 
the  court-house  m  Lancaster,  Pa. ,  there  was  pushed  under  my  arm  a  paper  which 
read:  *'  Look  out  for  false  prophets."  Beneatii  it  read,  *'  These  people  are  endeav- 
oring to  pass  a  law  that  will  destroy  the  springs  on  your  farms;  it  will  blow  up 
your  houses;  it  will  create  havoc  in  your  fields,  when  the  pipe  bursts,  by  killing 
thegrass.    The  most  dangerous  of  all  laws."' 

We  had  placed  our  circulars  in  all  of  the  seats  of  the  courtrhouse  in  Lancaster, 
Pa.,  and  some  miscreant  went  in  there  and  took  all  of  our  circulars  setting  forth 
our  object  and  what  we  were  after,  and  in  their  place  dropped  into  the  seats  these 
yellow  papers,  on  whi(*h  was  written ,  *  *  Look  out  for  false  prophets.  **  Thoee  dodg- 
ers were  furnished— I  don't  care  what  the  other  witness  said. '  He  was  not  on  the 
ground  to  make  any  sxtee^'hes  in  behalf  of  the  oil  country.  He  can  not  say  that 
those  dodgers  were  not  circulated,  and  if  he  does  he  certainly  says  that  which  he 
does  not  know  anything  about.  I  was  there  through  the  whole  of  it,  and  we 
went  on  with  that  operation  week  in  and  week  out  and  month  in  and  month  out 
We  were  from  1874  to  1883  getting  that  law. 

$10,000,(100  IN  REBATES  FROM  OCTOBER  17,  ISH,  TO  MARCH  81,  1879-THE  EVIDENCE. 

Q.  There  was  one  other  question  on  which  your  testimony  was  brought  into 
dispute;  that  of  the  $10,000,000  in  rebates  that  was  said  to  have  been  paid  to  the 
Standard  Oil  Comuany  in  a  given  time.  This,  I  believe,  was  denominated  a  lie  or 
a  lusty  lie.  I  think  it  was  in  connection  with  this  (juestion. — A.  Well,  gentle- 
men, I  do  not  mean  to  lie;  I  do  not  mean  to  tellan^hing  but  the  truth  as  I  under- 
stand it,  and  I  have  naid  nothing  before  this  commission  that  I  can  not  prove,  and 
my  statements  made  in  1888  are  just  as  sacred  to  me  to-day  as  they  were  when  I 
made  them.  If  I  have  told  any  lie  I  shall  beg  the  pardon  of  the  great  United  States 
of  America  and  all  my  friends  therein,  and  endeavor  to  rectify  any  wrong  that  I 
have  done. 

My  authority  for  that,  which  I  will  produce,  is  unquestioned,  and  I  defy  any- 
body to  prove  that  my  assertions  or  statements  at  that  time  were  false.  I'desire 
you  to  turn  to  page  101  of  my  namphlet,  which  I  have  given  you.  I  need  not 
take  your  time  by  reading  over  all  the  evidence.  It  is  before  you  on  pages  101, 
102.  and  103;  you  can  read  it  as  well  as  I  can,  but  we  will  go  over  to  104;  there  is 
a  recapitulation  of  the  oil  business.  (See  Fiftieth  Congress,  first  session.  House 
Reports,  vol.  9,  pp.  242,243.) 

Ihold  in  my  hand  a  book  of  testimony  in  the  case  of  The  Commonwealth  against 
the  Pennsvlvania  Railroad  Company.  This  testimony  can  be  had,  I  think,  m  the 
Library  of  Congress.  It  can  be  found  in  the  library  at  Harrisburg,  and  undoubt- 
edly at  many  other  places. 

I  had  the  nonor  to  be  one  of  a  committee  of  three  to  visit  Gk)v.  John  F.  Hart- 
ranf t  and  lay  before  him  our  grievances;  and  we  invoked  the  aid  of  the  Common- 
wealth of  Pennsylvania.  Tliat  good,  great,  and  kind  man  gave  it  to  us.  He 
required  the  Pennsylvania  Railroad  Company  to  answer  the  charges  made  against 
them  with  regard  to  the  South  Improvement  Company  contract  and  other  acts, 
from  the  commencement  of  the  history  of  the  Standard  Oil  Company  or  the  South 
Improvement  Company,  from  1872  to  the  final  hearing  of  the  smts  in  1879.  This 
is  the  testimony  of  Mr.  Cassatt,  first  vice-president  of  the  Pennsylvania  Railroad. 
making  a  clean  breast  of  everything  pertaining  to  the  contracts.  From  his  admis- 
sions and  from  the  admissions  of  other  officers  connected  with  the  road  I  have 
computed  the  shipments  of  oil  during  1878  and  the  first  quarter  of  1879,  making  a 
grand  total  of  18,556,277  barrels  of  oil  shipped;  and  from  this  testimony  I  have 
deduced  the  fact  that  55  cents  per  barrel  was  paid  upon  the  transportation  of  that 
petroleum.  I  charge  the  rebates  on  all  that  oil  to  the  Standard  Oil  Comx>any;  not 
only  on  what  was  shipped  to  the  coast.    As  I  showed  you  yesterday,  on  all  oil 
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that  went  west  also  they  had  to  have  their  rebate.  Again,  it  was  carrying  out 
the  provisions  of  the  old  aspreement,  the  South  Improvement  contract,  although 
that  had  been  repealed.  The  drawbacks  on  Uiat  oil  are  even  greater  than  I  have 
said  in  this  report  or  in  my  evidence  in  1888. 

Q.  (By  Mr.  KENNEDY.)  How  much  sx>ace  did  Mr.  Cassatt^s  testimony  occupy 
in  that  book?— A.  Some  50  or  80  pages.  It  begins  on  x>age  660  and  runs  to  ];>age 
737.  Here  is  my  authority,  and  I  have  given  the  pa^es  in  my  testimony.  I^t 
anybody  in*ove  that  I  am  mistaken.  But  $10,000,000  is  nothing  compared  to  the 
rebates  xMid;  it  is  a  bagatelle. 

STATEMENTS    OF  PREVIOUS  WITNESS  AS  TO  THIS    ESTIMATE  OF  THE  REBATES. 

Q.  (By  Mr.  A.  L.  Harris.)  I  think  it  was  stated  that  the  testimony  of  Mr. 
Cassatt  has  been  perverted,  and  the  conclusions  drawn  are  not  warranted  by  the 
testimony.*  That  is  the  reason,  I  suppose,  that  you  were  asked  to  refer  to  the 
part  of  the  testimony  in  which  this  admission  is  made. — A.  I  have  given  each 
page  in  my  testimony  of  1888. 

9*  (By  Mr.  Kennedy.)  I  thought  there  might  be  a  paragraph  or  a  page  m 
which  he  made  the  admission. — A.  The  testimony  is  not  by  him  only,  but  by  other 
offtcers  of  the  Pennsylvania  Railroad;  that  was  the  object,  to  find  out  what  the 
discrimination  was. 

Q.  I  think  the  testimony  was  to  the  effect  that  this  $4,771,000  which  the  Penn- 
sylvania Railroad  got  was  all  that  you  could  figure  from  his  statement,  and  all 
the  rest  is  assumption. — ^A.  Oh,  no;  because,  not  only  did  the  Pennsylvania  Rail- 
road (Dompany  get  it,  if  he  admits  they  got  $4,000,0()0,  in  this  twelve  or  fourteen 
millions  they  must  have  participated. 

Q.  He  says  that  is  an  assumption. — ^A.  It  has  been  proved;  proved  by  the  Hep- 
burn committee,  just  as  plainly  as  this  is  proved.  If  he  admits  $4,000,000  was 
paid  to  the  Pennsylvania  Railroad  alone,  it  is  more  than  I  gave  them.  My  com- 
putation is  based  on  the  total  shipments  of  oil.  I  did  not  say  that  the  Pennsyl- 
vania alone  got  it.    I  say  the  rebate  is  so  much;  even  more. 

Q.  I  do  not  think  he  makes  the  admission  in  regard  to  the  amount:  but  his 
statement  is  that  Mr.  Cassatt's  admission  was  in  regard  to  the  Pennsylvania  Rail- 
road's transportation,  and  not  with  reference  to  the  others. — ^A.  I  have  shown 
the  collection  of  these  rebates  by  contracts.  I  could  produce  the  three  contracts. 
These  railroads  were  under  contract  to  tran8x>ort  ceitain  classes  of  oil  at  certain 
rates.  This  all  happened  from  1872  to  1877,  or  1879.  I  have  shown  you  the  22 
cents  from  the  pipe  fine  to  the  car,  and  the  49  cents  was  to  go  for  the  transx>orta- 
tion  of  oil  from  Cleveland  and  common  points  in  the  oil  country  to  New  York. 

AVERAGE  COST  OF  OIL  WELLS. 

Q.  (By  Mr.  Phillips.  )  It  was  stated  here '  that  the  cost  of  drilling  a  well  in 
1B90,  or  during  the  last  10  years,  was  about  $2,000.  You  are  a  large  operator  in 
all  the  fields,  and  we  should  like  to  have  your  estimate  of  the  cost  of  drilling  wells 
during  that  time. — ^A.  Of  course,  I  have  drilled  a  great  many  wells,  running  into 
several  thousand,  and  we  always  keep  track  of  the  ezx>en8e  in  our  office  and  the 
cost  of  each  and  every  well.  We  have  drilled  wells  in  the  lower  country,  which 
we  call  deep  territory,  that  have  cost  us  $8,000,  $10,000,  some  as  high  as  $30,000 
each,  to  drlu.  When  you  come  up  to  $80,000,  that,  of  course,  is  accounted  for  by 
the  fact  that  you  sometimes  stick  your  tools  or  drop  something  into  the  hole,  or 
the  well  may  cave  in.  Then  you  are  obliged  to  move  your  derricks.  We  have 
always  figured  that  our  lower  country  wells  cost  us  on  an  average  $8,000.  In  the 
npper  country  we  have  figured  that  we  could  drill  our  wells  for  $2,500.  We  can 
not  do  it  for  that  now.  That  was  when  you  could  get  pipe  for  less  than  half  its 
present  price.  The  reason  why  wells  are  so  expensive  in  the  lower  country  is 
that  you  have  to  put  in  three  lengths  of  casing.  Some  of  that  casing  runs  down 
into  the  earth  1,600  feet,  2,000  feet.  I  have  loaded  into  a  single  hole  150  tons  of 
iron.  I  should  say  this — ^without  going  into  a  close  calculation  of  it,  the  Question 
^ng  sprung  upon  me  here  at  this  moment — ^that  the  average  cost  of  a  well  in  the 
oil  country  under  the  present  condition  of  things  is  nearly  $4,000,  in  my  judgment. 
.  Q'  (By  Mr.  Farquhar.  )  On  account  of  the  high  cast  of  iron  at  the  present 
tune?— A.  I  think  it  was  $4,000  before  prices  advanced  so  largely.  We  can  not 
do  it  for  that  now.  You  can  not  drill  wells  at  a  profit  now,  at  the  present  price 
of  oil.  Iron  has  gone  up  100  per  cent  and  more. 
Q.  (By  Mr.  Phillips.)  What  is  your  estimate  of  the  average  production  per 
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well,  takinp^  the  wellA  ao  a  whole,  dnring  the  period  named,  from  1890? — ^A.  That 
I  have  not  in  my  mind.  If  you  want  me  to  compute  that  I  will  look  it  np.  bat  I 
can  not  answer  it  offhand.    That  \»  a  mathematical  problem. 

THE    INDEPENDENT    PIPE    LINE    MUST    OIVB    UP  OOINO    TO  NEW  TORE  AND  OO  TO 

PHILADELPHIA  INSTEAD. 

O.  (By  Mr.  Cij^rke.  )  What  is  the  present  statns  of  the  United  States  Pipe  Line 
in  New  Jersey?  Are  yon  mnning  ou  there  and  carrying  it  part  way  by  railroad 
to  the  seashore? — A.  Ye«. 

Q.  Ih  that  question  of  the  right  of  way  under  the  railroad  in  litigation? — ^A. 
No;  it  has  been  settled  by  the  courts. 

Q.  Settled  in  your  favor? — A.  No.  We  have  to  take  our  pipes  out.  We  bare 
got  to  (]uit  and  come  to  Philadelphia.  The  right  of  eminent  domain  in  Pennsyl- 
vania gives  us  the  right  to  come  to  Philadelphia.  We  have  to  throw  away  our 
expense  of  upward  of  $150.0<)0  and  turn  around  and  come  to  Philadelphia  with 
our  line. 

Q.  You  have  to  make  Philadelphia  your  seaijort? — A.  Yes.' 

A   PIPE    LINE    SHOULD    BE    AUTHORIZED,  LIKE  A  RAILROAD,  TO  GO  ANYWHERE  BY 

PAYINO  THE  DAMAGES. 

Q.  Yon  say  von  can  not  cross  certain  railroads  in  the  State  and  can  not  get  to 
the  seaboard  there  with  your  pipe  lines:  what  remedy  would  you  suggest  for  tbat 
state  of  affairs? — A.  Well,  I  would  suggest  that  New  Jersey  "pass  a  law  to  let  us 
go.  But  I  want  to  say  to  you  that  I  went  to  New  Jersey — but  in  order  to  answer 
that  question,  in  order  to  have  you  understand,  I  should  have  to  refer  to  some 
persons  I  should  not  like  to.  They  are  very  high  in  office;  one  is  in  the  second 
highest  office  in  the  United  States  and  the  next  is  in  the  third  highest  office  in 
the  United  States. 

Q.  You  think  the  passage  of  a  free-pipe-line  bill  by  the  legislature  of  New 
Jersey  would  give  you  the  riglit  you  have  long  sought? — A.  Oh,  yes,  certainly; 
because  it  is  only  a  question  of  getting  through  by  i)aying  the  damages,  just  as  a 
railroml  does.  That  is  what  wt»  could  not  get.  I  have  argued  the  case  fong  and 
loud;  and  my  experience  there  in  the  State  of  New  Jersey,  with  the  legislature, 
was  one  that  the  public  ought  to  know,  but  it  is  so  disgraceful  I  am  ashamed  to 
tell  it.  By  the  way,  I  did  not  ans\v(»r  a  ciuestion  that  somebody  asked  me;  I  started 
to  refer  to  this  and  you  got  me  off  the  track. 

COBtMONWEALTH  OF  PENNSYLVANIA  V.   JOHN  D.  ROCKEFELLER  ET  AL.— THE 

CAMPBELL  CONTRACT. 

Q.  f  By  Mr.  Kennedy.)  I  asked  you  about  the  testimony  of  Mr.  Cassatt. — ^A. 
Exactly;  and  in  relation  to  that  compact,  the  Campbell  contract.  The  contract 
is  here  in  my  hands  now.  But  I  want  to  say  to  this  commission  that  the  outcome 
of  the  suit  brought  bv  Pennsylvania  agamst  the  Pennsylvania  Bailroad  was 
this — the  indictmcint  if  o.  26,  session  of  1879,  Commonwealth  of  Pennsylvania  r. 
John  D.  Rockefeller  et  al..  court  of  quarter  sessions.* 

(Here  the  witness  read  tlie  indictment.) 

This  was  a  suit  brought  by  the  Producers'  Protective  Association,  or  rather  a 
complaint  made  by  them  to  the  Commonwealth  of  Pennsylvania,  which  brought 
suit,  and  out  of  this  grtiw  the  indictment.  The  case  was  never  tried.  They 
attempted  to  get  a  change  of  venue,  and  they  failed  in  that.  A  very  stubborn 
fight  was  made.  They  claimed  that  the  oil  country  was  prejudiced,  and  they 
could  not  get  justice.  They  appealed  to  the  supreme  court  of  Pennsylvania  for 
relief,  and  through  some  process  of  law  they  got  it.  You  lawyers  know  better 
than  I  how  they  may  have  obtained  it;  but  the  case  was  dragged  along  in  the 
same  old  style  tliat  I  have  told  you  about,  and  finally,  on  account  of  discourage- 
ment and  lack  of  funds,  and  disagreement  of  the  committee  upon  the  matter, 
Mr.  B.  B.  Campbell,  president  of  the  Producers'  Protective  Association,  settled 
the  case,  receiving  the  sum  of  $40,000,  which  was  used  in  defraying  the  expenses 
that  had  been  incuiTed,  and  receiving  the  contract  that  has  been  referred  to. 
Probably  it  is  not  necessary  for  me  to  read  that  contract. 

S.  (By  Mr.  Phillips.)  You  had  l>etter  give  us  the  substance  of  it. — ^A.  You 
find,  on  page  407  of  the  Bacon  committee's  report,  the  exact  language  of  the 
contract  itself.  First  of  all,  the  provisions  in  respect  to  the  Campbell  admission, 
and  the  United  Pii)e  Line,  and  then  the  Pennsylvania  Railroad  Company's  admis- 
sions. I  would  state  briefly  that  this  contract  was  presented  to  the  producers  to 
accept,  but  almost  by  unanimous  vote  they  rejected  the  settlement,  and  there 
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was  a  sort  of  a  general  breaknp  over  the  action  of  the  president  of  the  Prodncers' 
Union. 

(^.  (By  Mr.  Farquhar.)  That  does  not  agree  with  the  record. — A.  The  record 
is  right. 

(^.  (Beading.)  *^Iie8olv€d,  That  the  general  council  of  Petroleum  Producers* 
Union  approved  the  action  of  the  presiaent  in  withdrawing  the  suits  against  the 
Standard  Oil  Comx>any  as  wise  ana  judicious." — ^A.  I  am  very  glad  you  corrected 
me  on  that.  The  reason  why  I  said  they  did  not  accept  it  was  this:  There  were 
only  two  men  who  signed  the  contract,  B.  B.  Campbell  and  A.  N.  Perrine.  I 
refused,  as  did  everybody  else.  B.  B.  Campbell,  being  a  manufacturer  of  oil, 
received  the  rebates,  but  there  was  some  question  about  it.  For  a  long  while 
here  was  some  difficulty  between  the  Pennsylvania  and  the  northern  railroads 
because  Mr.  Campbell  was  permitted  to  go  in  and  ship  his  oil. 

NATURE  AND  EFFECTS  OF  THE  DIVISION  OF  TRAFFIC  PROVIDED  FOB  IN  THE 

CONTRACT  OF  1884. 

Tou  are  anxious  to  get  something  new,  up  to  date.  Now,  here  is  a  contract  that 
went  into  effect  in  1884,  and  was  recently  brought  out  in  a  suit  for  discrimination 
for  a  luge  sum  of  money,  which  is  now  pending  against  the  Pennsylvania  Bail- 
road.  The  amount  sued  for  is  several  hundred  thousand  dollars.  Representatives 
of  a  large  concern  in  this  counixy  purchased  oil  and  shipped  it  over  the  Pennsyl- 
vania Railroad,  and  sued  for  rebates,  and  they  have  recently  produced  the  contract 
of  1884.  I  understand  it  is  in  existence  at  the  present  time.  If  I  am  mistaken 
about  its  being  in  force,  I  desire  to  be  corrected,  but  I  understand  it  is  in  force  at 
the  present  time.  If  you  desire  to  have  it  read  I  will  get  somebody  to  read  it,  but 
it  is  what  I  term  a  nefarious  contract. 

Q.  (By  Mr.  Clarke.)  Can  you  answer  the  question  whether  that  contract  pro- 
vided for  rebates? — A.  It  provides  for  somethmg  that  is  a  great  deal  worse. 

Q.  (By  Mr.  Phillips.)  What  is  that  which  is  worse?— A.  It  requires  that  26 
per  cent  of  the  shipments  of  oil  shall  go  over  the  roads.  'The  pipe  lines  can  carry 
It  all  if  they  want  to,  with  the  exception  of  the  residuum.  Tne  railroads  need 
not  have  made  this  contract,  because  the  residuum  has  to  go  in  cars  anyway. 
You  can  not  pump  it. 

Q.  (By  Mr.  Clarke.)  Do  you  call  that  nefarious?  Do  you  see  anything  writ- 
ten in  the  contract  that  a  certain  per  cent  of  the  product  shall  go  over  the  road? — 
A.  Yes. 

Q.  I  would  like  to  have  you  explain  wherein  that  is  wrong? — A.  I  would  like  to, 
have  it  read. 

Mr.  Phillips.  If  there  is  no  objection  the  contract  will  be  read. 

A.  I  confess  to  you  the  provisions  of  this  contract  have  only  been  communi- 
cated through  another  source,  and  it  has  never  been  given  to  the  public,  to  my 
knowledge,  until  it  came  out  in  this  suit.  It  is  practically  new  to  me,  and,  I 
think,  will  be  new  to  the  world. 

**  Agreements  between  the  Pennsylvania  Railroad  Company  and  the  NatUmal 
Transit  Company ,  dated  August  J2nd^  1884,  being  two  agreements  of  even  date, 
as  follows: 

**  Memorandum  of  a  traffic  a^eement,  made  this  twenty-second  day  of  August, 
1884,  between  the  Pennsylvania  Railroad  Company,  hereinafter  designated  the 
Railroad  Company,  and  the  National  Transit  Company,  hereinafter  designated 
the  Transit  Company,  witnesseth: 

I'  That  for  considerations  mutually  interchanged,  the  parties  hereto  agree,  each 
with  the  other,  as  follows: 

**  First.  The  Transit  ComxMtny  owns  an  extended  system  of  local  pipes  in  the 
oil  regions  of  Pennsylvania  and  New  York,  which  are  grouped  into  a  separate 
division,  toown  as  the  United  Pipe  Lines  Division  of  the  National  Transit  Com- 
pany. This  division  will  be  hereinafter  designated  as  the  Transit  Company's 
Local  Division. 

"  The  business  of  this  division  is  to  collect  oil  from  producer,  store  it  in  tanks, 
and  deliver  it,  as  may  be  desired,  to  any  through  carrier  of  petroleum,  which  will 
transport  the  same  to  where  it  is  to  be  refined  or  otherwise  disiwsed  of. 

"  Tne  Transit  Company  sdso  own  certain  through  or  trunk  line  pipes,  extend- 
ing from  several  points  of  connection  with  the  aforesaid  local  pipe  division  to 
various  refining  and  terminal  points. 

"With  these  latter  pipes,  which  will  be  hereinafter  entitled  the  Transit  Com- 
pany's Trunk  Line  Division,  it  competes  in  the  through  carriage  of  petroleum 
^th  all  other  through  carriers,  whether  pipe  or  rail. 
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**  The  bnrineAf)  of  ito  local  division  is  therefore  entirely  distinct  from  the  busi- 
ness of  its  thron^h  tmnk  line  division. 

"  It  nndertakes  and  agrees  that  its  local  division  will  deliver  into  care  famished 
by  the  railroad  comimny  at  any  of  its  regular  delivery  xminta  and  nnder  itsregolar 
delivery  rales  whatever  petroleum  the  owners  thereof  may  desire  to  have  so 
delivered  and  as  the  railroad  company  may  fnmish  cars  to  transport,  and  will 
make  no  discrimination  either  in  itH  local  char^^  for  carriage,  storage,  and  oitlier 
services,  or  in  the  use  of  any  of  its  local  facilities,  against  such  oil,  bat  will  at  all 
timee  treat  it  in  the  said  respects  as  favorably  as  it  at  the  same  time  treats  any 
other  petroleum  which  may  oe  delivered  to  its  own  trunk-line  division  or  to  any 
other  uirough  carriers. 

''  Second.  The  transit  company  agrees  that  all  petroleum  brought  to  the  Atlan- 
tic seaboard  by  all  existing  earners,  whether  rail  or  pi^ie,  now  engaged  in  trans- 
porting such  i>roperty,  or  which  may  hereafter  engage  in  such  transportation  in 
conjunction  with  the  transit  company*s  pipe  lines,  shall  be  ascertained  monthly, 
and  so  much  of  it  as  shall  have  been  shi])ped  in  the  refined  state  shall  be  reduced 
to  its  equivalent  in  crude  oil  by  considering  that  one  and  three-tenths  (l^^)  gal- 
lons of  crude  are  required  to  make  one  ( 1 )  gallon  of  refined  oil.  It  further  under- 
takes and  agrees  that  if  of  the  total  so  transported  the  railroad  company  shall 
not  have  moved  in  its  cars  twenty-six  (26)  per  centum  thereof,  the  transit  oom- 

Sany  shall  cause  to  be  delivered  to  cars  furnished  by  the  railroad  company  at 
[ilton.  Peunsvlvania,  such  quantitjr  of  crude  petroleum  as  shall,  when  added  to 
the  amount  which  has  been  actually  transported  by  the  railroad  company  to  the 
seaboard  in  said  month,  make  the  total  transported  by  the  ndlroad  company  in 
said  month  equal  to  said  twenty-six  ^26)  per  centum. 
**  The  railroad  company  agrees  to  lumish  the  needful  cars  and  facilities,  and 

Sromptly  transport  the  oil  which  the  transit  company  agrees  in  this  contract  to 
eliver  to  it  at  Milton:  Provided^  That  if  during  any  month  the  railroad  company  is 
not  able  to  aK^ign  from  its  oil  equipments  a  sufficient  number  of  cars  to  the  tn^ffic  of 
the  transit  company  to  move  the  proportion  of  oil  herein  provided  to  be  delivered  at 
Milton,  then  during  that* month  the  transit  company  shall  only  be  required  to-so 
deliver  to  the  railr^d  company  such  quantity  of  oil  as  the  railroad  company  shall 
be  able  to  transport,  and  shall  not  be  required  to  make  up  any  deficiency  that 
may  occur  during  said  month. 

**  Efforts  shall  bo  made  by  the  transit  company  to  deliver  so  much  during  each 
month,  as  will  probably  be  nec^essary  to  make  the  total  carried  by  the  railroad 
company  equal  to  said  percentage. 

'*  Shortages,  if  not  due  to  short  supply  of  cars,  and  such  excesses  as  may  be 
found  to  have  occurred  in  any  month,  shall  be  adjusted  in  the  following  month, 
or  as  soon  afterwards  as  shall  be  possible. 

*'  Third.  It  is  agreed  that  the  proportion  of  petroleum  which  the  transit  com- 
pany is  to  deliver  under  the  second  section  of  this  agreement  shall  be  considered 
as  petroleum  transported  from  Coalgrove,  Pennsylvania,  via  Milton,  Pennsyl- 
vania, to  the  Atlantic  seaboard,  and  tnat  the  railroad  company  shall  be  entitled 
to  one-half  of  the  current  thron^h  rates  thereon. 

**  It  is  agreed  that  whenever  the  through  rates  shall  be  so  low  that  the  railroad 
company  shall  suspend  the  movement  of  oil  by  its  cars,  at  other  x>oints  than  Milton, 
the  transit  company  shall  during  such  susx^ension  not  be  bound  to  deliver  to  the 
raOroad  company  any  oil  at  Milton. 

**  Fourth.  AH  joint  rates  for  the  joint  transportation  of  oil  from  any  delivery 

goint  of  the  local  pijH*  division  aforesaid  to  any  refining  or  terminal  point  shall  be 
xed  by  the  railroad  comi)any,  subject  to  the  advice  and  concurrence  of  the  tran- 
sit company. 

**  It  is  agreed  that  said  joint  through  rates  shall  be  uniform  to  all  parties.  The 
railroad  company  stipulates  that  it  will  make  no  discrimination  whatever,  either 
in  rates  or  facilities.  Jigainst  the  transit  company  or  against  the  oil  which  the  said 
transit  company  herein  covenants  to  deliver  to  it. 

"  It  is  agreed  that  the  joint  through  rates  to  Philadelphia  shall  always  be  five 
cents  less  i)er  barrel  on  crude  oil,  or  its  refined  equivalent,  than  shall  be  currently 
charged  to  New  York  Harbor. 

**  It  is  agreed  that  the  ,ioint  through  rates,  which  shall  be  so  fixed  from  time  to 
time,  shall  be  as  low  as  shall  be  currently  made  between  same  and  similar  points 
by  rival  carriers  of  petroleum,  and  shall  not  be  higher  than  an  approximate  mile- 
age proportion  of  rates  current  on  petroleum  produced  south  of  CHI  City,  nor 
than  rates  from  Olean  and  similar  pomts. 

**  It  is  also  agreed  that  rates  on  refined  oil  and  other  products  of  crude  oil  shall 
be  fixed  by  the  railroad  company  upon  the  following  basis,  viz: 

"  From  railroad  stations  m  the  oil  regions  to  which  oil  is  delivered  by  local 
pipes  the  rate  to  any  point  east  thereof  on  a  V)arrel  of  refined  oil  or  other  products 
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8h^11  be  one  and  three-tenths  (1^)  timee  the  corrent  rate  on  a  barrel  of  cmde  oil 
to  the  same  point.    ^ 

**  From  Pittsburg  the  rate  to  any  point  east  thereof  on  a  barrel  of  refined  oil 
or  other  products  shall  be  one  and  three-tenths  (i^^)  the  rate  currently  charged 
on  crude  oil  to  any  such  eastern  point  from  rail  x>oint8  south  of  Oil  Citv:  Pro- 
videdf  That  one  and  three-tenths  times  the  charges  for  moving  a  barrel  of  crude 
oil  by  rail  or  through  pipe  from  the  local  xnpe  to  Pittsburg  shall  first  be  deducted 
therefrom. 

"From  Cleveland  and  Buffalo  the  net  rate  on  a  barrel  of  refined  oil  or  other 
products  to  any  point  east  thereof  shidl  be  not  less  than  is  currently  charged  to 
the  same  point  fix>m  Pittsburg. 

"  Fifth.  Whenever  the  term  barrel  ia  used  herein,  unless  otherwise  specified, 
it  means  forty-five  gallons  of  crude  petroleum,  and  whenever  the  term  oil  is  used 
herein,  unless  otherwise  specified,  it  means  crude  x)6troleum. 

**  Sixth.  The  transit  company  hereby  agrees  that  it  will  not  make  anymore 
favorable  terms  with  any  otner  rail  line  connecting  with  any  of  its  pipes  than  the 
terms  which  under  this  agreement  are  given  to  we  railroad  com];>any,  or  if  for 
any  reason  it  should  desire  to  do  so,  it  hereby  agrees  to  modify  this  contract  so  as 
to  give  the  said  *  more  favorable  terms '  to  the  railroad  comxMtny. 

"Seventh.  All  existing  contracts  between  the  parties  hereto  shall  be  deemed  to 
have  been  accomplished  and  shall  become  void  and  of  no  effect  upon  the  day  this 
contract  goes  into  ox)eration. 

"  Eiighth.  This  contract  shall  take  effect  as  of  the  first  day  of  August,  1884,  and 
shall  continue  until  terminated  under  the  provisions  hereof.  It  may  be  termi- 
nated after  August  first,  1889,  by  either  party  hereto  giving  ninety  days'  written 
notice  to  the  other  of  a  desire  that  it  shall  end,  at  the  expiration  of  which  notice 
it  shall  cease  and  determine. 

''In  witness  whereof  the  parties  hereto  have  executed  this  agreement  under 
their  corporate  seals  the  day  and  date  above  written. 

"The  Pennsylvania  Railroad  Company, 
[l.  s.]  "By  Frank  Thomson, 

'^Second  Vice-President, 

"Attest:  John  C.  Sims,  Jr.,  Secretary, 

[L.  s.]  "The  National  Transit  Company, 

"  By  C.  A.  Grisoom,  President, 

"Attest:  John  Bushnbll,  Secretary  J*' 


"  Memorandum  of  agreement,  made  this  twenty-second  day  of  August,  1884, 
between  the  Pennsvlvania  Railroad  Company,  hereinafter  desi^ated  the  railroad 
company ,,and  the  National  Transit  Company,  hereinafter  designated  the  transit 
compMiy.' 

**  Witnesseth:  That  for  cx)n8iderations  mutually  interchanged  the  parties  hereto 
hereby  agree  with  each  other  as  follows: 

''Whereas  the  parties  hereto  have  made  an  agreement  of  even  date  herewith, 
in  which,  among  other  things,  it  is  stipulated  that  under  certain  circumstances 
the  transit  company  shall  deliver  certain  crude  petroleum  into  cars  furnished  by 
the  raOroad  company  at  Milton,  Pa. ;  and 

"  Whereas  it  has  been  proposed  that  the  railroad  company  shall  contract  with 
the  transit  company  to  the  effect  that  the  transit  companv  shall  transport  through 
its  pipe  Unes  the  aforesaid  crude  oil,  which,  under  the  otner  contract  aforesaid,  it 
has  undertaken  to  deliver  into  the  cars  of  the  railroad  company  at  Milton. 

"Now,  therefore,  this  agreement  witnesseth: 

'/First.  The  railroad  company  agrees  that  instead  of  delivering  said  crude  oil  to 
said  cars  at  Milton  the  transit  company  shall  transport-the  same  through  its  pipes 
to  destination,  and  the  transit  company  undertakes  and  agrees  ta  do  such  trans- 
portation. It  is  mutually  agreed  that  the  comx)ensation  to  the  tiransit  company 
for  doing  said  work  shall  be  as  follows,  viz: 

'*  Whenever  the  through  rate  for  transporting  a  barrel  of  crude  petroleum  from 
Olean  to  Philadelphia  shall  be  forty  cents,  the  transit  company  shall  receive  eight 
cents  per  barrel  as  such  compensation  for  so  much  of  said  oil  as  under  tiie  provi- 
sions hereof  shall  be  considered  as  Philadelphia  oil. 

"For  each  five  cents  of  increase  or  diminution  in  said  rates  from  Olean  to  Phila- 
delphia the  said  compensation  on  Philadelphia  oil  shall  be  increased  or  diminished 
one  cent  per  barrel. 
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'*  Provided,  hottet^er.  That  the  transit  oompany  ahall  not  be  obliged  to  accept  len 
than  kIx  cento  per  barrel,  and  Rhall  not  receive  more  than  ten  cents  per  barrel  on 
snch  Philadelpnia  oil. 

**It  is  agreea  that  the  said  compenisation  on  the  oil,  which  under  the  prorisioiis 
hereof  is  to  be  deemed  New  York  oil,  shall  be  one  cent  per  barrel  greater  than  it  cnr- 
rently  shall  be  on  Philadelphia  oil. 

"Whenever,  and  from  time  to  time,  as  the  said  joint  throngh  rates  shall  be  so 
low  that  the  said  minimum  compensation  to  the  transit  company  of  six  cents  per 
barrel  shall  be  as  much  or  more  than  the  railroad  company  s  share  of  said  joint 
through  rates,  this  contract  may,  at  the  option  of  either  party  hereto,  be  suspended 
during  all  or  any  part  of  the  time  such  low  rates  shall  prevail.  During  such  sus- 
pension the  aforesaid  other  contract  shall  alone  remain  in  force;  but  whenever, 
and  from  time  to  time,  as  said  joint  through  rates  shall  again  be  high  enough  to 
make  the  said  minimum  compensation,  under  said  sliding  scale,  less  than  the  said 
share  of  said  joint  through  rates,  this  contract  shall  again  resume  its  force  and 
eSect. 

* 'Second.  The  transit  company  agrees  to  account  for  and  x>ay  to  the  railroad 
company,  on  or  before  the  twentieth  of  each  month,  the  latter*8  share  of  the  joint 
rates  on  joint  business  via  Milton  (as  provided  in  said  other  contract)  during  the 
next  preceding  month,  first  retaining,  however,  the  proportion  of  such  share  which 
it  is  hereinbefore  agreed  the  transit  comxwny  is  to  have  for  its  services  in  pumping 
said  oil  to  the  seaboard. 

''  It  is  agreed  that  all  such  ^oint  business  shall  be  considered  as  having  trans- 
ported from  Coalgrove  via  Milton,  Pa.,  to  the  Atlantic  seaboard,  and  that  it  shall 
be  considered  as  having  gone  either  to  Baltimore,  Philadelphia,  or  New  York,  or 
partly  to  each.  The  proportion  thereof  which  has  constructively  gone  to  New 
York  shall  be  determined  upon  the  following  basis: 

"  The  total  amount  of  oil  transjiorted  in  any  month  by  the  railroad  company 
to  New  York  shall  he  compared  with  fifty  i)er  centum  of  the  total  oil  which  the 
railroad  company  is  entitled  to  carry  in  said  month  under  the  aforesaid  other  agree- 
ment. If  the  ainount  which  has  been  in  such  month  carried  by  cars  to  New 
York  shall  be  less  than  fifty  i)er  centiun  then  the  difference  shall  be  considered  as 
having  been  moved  by  the  pipe  t^)  New  York  at  New  Vork  rates,  and  shall  be 
accounted  for  accordingly.  The  renuiinder  of  the  oil  via  Milton  slmll  be 
accounted  for  at  Philadelpnia  ratios. 

**  ThiH  contract  shall  commeuc*  and  terminate  simultaneously  with  said  other 
contrat^t. 

*' Witness  the  corp<)riit«»  seals  of  said  parties  duly  attested  the  day  and  date 
above  written. 

**The  Pennsylvania  Railroad  Company, 
"  By  Frank  Thomson,  President. 

♦*  Attest. 

[L.  s.]  John  C.  Sims,  Secretary. 

"The  National  Transit  Company, 
**By  C.  A,  Griscom,  President. 
**  Attest: 
[L.8.]  John  BusHNKLL,  Secrpfary," 

The  Witness.  Mr.  Chairman  and  gentlemen,  according  to  this  contract,  first,  the 
rates  must  be  maintained  as  established  by  the  pii)e  lines;  that  is,  the  open  rate  of 
45  cents.  The  contract  was  made  for  the  purpose  of  sustaining  rates.  The  outside 
refineries  were  compelled  before  the  construction  of  the  United  States  Pip©  Lin® 
to  ship  all  their  oil  by  rail  to  tlie  sea  for  export.  The  reason  for  making  this  con- 
tract and  guaranteeing  about  26  per  cent  of  the  tonnage  to  the  coast  was  to 
insure  the  maintenance  of  the  rate  according  to  its  provisions.  If  26  per  cent 
of  the  oil  was  not  shipped  over  the  roads,  the  Standard  Oil  Company  was  obliged 
to  make  up  that  in  dollars  and  cent«  for  the  payment  of  the  n-eight  at  the  toll 
rates.  Now,  the  point  is  this:  The  cost  of  collecting  oil  from  the  well  to  the  rail- 
road or  the  storage  tanks  by  what  we  term  the  gathering  lines  is  from  3  to  5  cents 
a  barrel:  say  5  cents.'  I  speak  intelligently  on  that  point,  because  I  am  a  col- 
lector of  oil  by  several  hundred  miles  of  line  belonging  to  myself.  The  cost  of 
carrying  the  oil  through  to  New  York,  or  rather  to  a  point  in  New  Jersey  50 
miles  from  New  York,  is  about  the  same.  We  gather  oil  from  the  well  and 
deliver  it  in  New  York  at  a  cost  not  exceeding  10  cents  a  ban*el  at  the  present 
time.    Now,  if  this  contract  was  out  of  the  way  the  railroads  would  seek  that 


» See  Mr.  Lee, p. 284;  Mr.  PhlUips,  p. 594;  Mr.  Archlx)l(l,  p.  653;  Mr.  Rogers,  pp.581,  688,  688. 
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rate,  just  as  they  come  and  seek  yonr  freight  at  the  present  time,  or  seek  to  carry 
a  person  or  a  number  of  x^ersons  to  Chicago.  But  this  contract  compels  them  to 
keep  the  rate  np  and  compels  an  outside  refiner  to  pa^  this  enormous  rate  of 
freight.  The  Standard  Oil  Company  detirer  all  their  oil  to  New  York  at  a  cost 
of  not  oyer  10  cents  a  barrel.  Bv  railroad  a  barrel  of  oil  has  to  pay  45  cents;  and 
the  Standard  gets  this  rate  held  by  guaranteeing  26  per  cent  of  tlie  tonnage  to  the 
several  railroads  which  are  classed  as  oil  railroads. 

THE  CONTRACT  DID  NOT  BBALLT  INCREASE  THE  BUSINESS  OF  THE  RAILROADS. 

Now,  then,  the  by-products  of  x>etroleum  are  just  about  what  this  26  "per 
cent  would  amount  to.  Among  by-products  there  are  benzine  and  gasoline  and 
tar.  There  is  about  26  ^r  cent  they  can  not  pump  through  the  pipe,  because  it 
consists  of  lubricating  oil  and  tar  and  such  things  as  benzine,  etc.  The  intent  of 
this  is  to  maintain  rates,  that  there  may  be  no  competition  between  the  railroads 
and  the  National  Transit  Company  as  a  carrier.  That  is  what  I  object  to,  and 
that  is'what  the  contract  says.    It  is  a  combination  which  is  illegal. 

Q.  (By  Mr.  Phillips.)  Do  we  understand  this,  Senator,  from  your  testimony, 
that  there  is  about  this  amount  in  by-products,  and  therefore  they  do  not  ship  any 
crude  or  refined  oil  by  rail  in  consequence  of  this  contract? — ^A.  No;  the  railroad 
would  have  to  have  this  carrying  anyhow.*  They  would  have  to  carry  benzine; 
you  can  not  pump  it.  You  can  not  pump  wax.  There  is  26  x>er  cent  of  oil  that 
you  can  not  get  tnrough  the  pipe  line  if  you  want  to. 

THE  RAILROADS  HAVE  RAISED  THE  RATE. 

Q.  (By  Mr.  Clarke.)  As  I  understand  you,  you  are  not  finding  fault  with  the 
percentage  or  apportionment  of  this  freight,  but  you  are  finding  fault  that  the 
price  is  too  high,  and  that  it  is  an  agreement  to  maintain  rates? — A.  No;  I  am 
finding  fault  because  they  cut  off  this  comx)etition;  cut  it  from  me  in  my  prod- 
ucts. The  railroads  have  carried  this  stuff  at  8  cents  a  barrel.  I  paid  for  years 
38  cents  a  barrel  to  carry  this  stock  through.  At  the  present  time  the  rate  on 
these  products  is  16^  cents  a  hundred,  making  52^^  cents  a  barrel  in  bulk.  The  rail- 
roads nave  raised  the  rates.  Then,  in  barrels,  you  have  to  pay  for  the  weight  of 
the  barrels;  that  raises  the  total  to  something  like  66  cents.  That  is  the  rate  of 
freight. 

Q.  Then  you  do  criticise  this  partly  because  the  rate  is  too  high? — ^A.  I  do  on 
that  ground.    It  has  been  raised  from  the  original  45-cent  agreement. 

REASON  FOR  BELIEVINO  THE  CONTRACT  OP  1884  TO  BE  STILL  IN  FORCE. 

Q.  (By  Mr.  Kennedy.  )  That  contract  was  entered  into  3  years  before  the  passage 
of  the  interstate-commerce  law.  Have  you  any  evidence  that  it  is  still  in  force? — 
A.  I  only  know  it  from  the  admission  of  a  railroad  man  who  said  that  it  was.  He 
<^une  to  my  place  and  invited  me  to  ^o  to  a  certain  point  and  establish  a  loading  sta- 
tion to  ship  oil  by  water  to  New  Yor k.  Well ,  it  is  the  Buffalo ,  Rochester  and  Pitts- 
burg Railroad.  1  went  to  Rochester  and  I  met  the  gentleman.  I  picked  out  the  loca- 
tion for  our  station  and  made  arrangements  with  nim  for  the  transportation  of  my 
oil  to  the  Erie  Canal.  The  station  was  to  be  built  on  their  own  land,  with  a  nominal 
rental,  which  was  agreed  upon,  and  the  transportation  from  Bradford  was  to  go 
that  way.  He  then  said:  *  *I  would  like  to  have  you  build  a  pipe  line  down  at-a  place 
called  Irvings  and  bring  oil  down  to  the  Rochester  and  Pittsburg  Railroad  and 
let  me  draw  it  to  your  factory,"  all  of  which  I  agreed  to.  He  said:  '*  They  do  not 
see  fit  to  recognize  us  as  an  oil  road  and  I  am  going  to  do  some  of  this  business." 
All  at  once  he  was  recognized  as  an  oil  road  and  he  was  to  get  his  percentage  under 
t^is  contract.  My  station  was  not  built,  and  my  pipe  line  was  not  built  to  bring 
oil  to  his  road.  That  was  2  years  ago;  this  contract  was  in  existence  at  that 
"Bae.    Under  these  circumstances,  I  believe  it  to  be  in  existence  to-day. 

Q.  Was  that  contract  made  for  a  term  of  jrears?  Was  any  limit  named  in  it? — 
A.  I  do  not  think  there  was;  let  us  see.    I  think  it  is  perpetual. 

A8  TO  THE  RECORD  OF  TESTIMONY  TAKEN  BY  A  COMMITTEE  OF  CONGRESS 

IN  1872. 

Q.  (By  Mr.  Farquhar.)  In  a  part  of  your  testimony  early  this  session  you 
J©ad  the  testimony  of  Peter  H.  Watson  with  respect  to  the  South  Improvement 
^^'ompany  contract?— A.  Yes.* 

>  See  settlement  on  p.  702.  «  See  p.  61& 
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Q.  You  read  from  a  munphlet  here.  It,  of  cooTae,  is  not  official  aathoritr  for 
the  commission  ? — A.  That  was  evidence ;  it  is  on  file. 

Q.  Bnt  we  want  to  know  where  this  evidence  came  from  and  who  took  it— 
A.  It  is  in  the  rexK>rt8  of  the  Congressiooal  investigation  of  1870  and  1871. 

Q.  This  testimony  yon  have  read— I  want  to  correct  the  date  of  this.  This 
may  be  important.  Yonr  own  reporters  may  have  come  here  to  take  yoor  testi- 
mony here  in  Washington.  They  had  an  interview  with  the  CongressiQiisl 
committee  on  the  25th — with  a  conlmittee  which  was  a  subcommittee. — ^A.  What 
year  was  that?  '    ^ 

Q.  1872,  at  which  time  a  subcommittee  was  appointed  to  take  testimony,  and 
subpoenas  were  issued  for  Watson  and  Lockhart.    Now,  of  course,  if  this  is 

simply  a  printed  pamphlet  the  question  is A.  You  have  your  official  record 

here.  You  have  got  it  in  the  library — ^the  investigation  of  Congress.  It  is  hen 
on  file,  the  same  as  the  investigation  of  1888. 

Q.  This  was  in  1875— 1872-1875  ?— A.  It  is  the  same  as  the  investigation  in  188& 
It  should  be  on  file,  because  it  is  an  investigation  by  Gc*ngrees. 

Q.  (By  Mr.  Phillips.)  Is  it  in  the  Hepburn  report? — A.  No,  no;  it  is  1871. 
The  Hepburn  report  was  in  1879.  No,  it  is  one  of  the  first  investigations  ever 
instituted. 

Q.  (^By  Mr.  Kennedy.)  You  stated  yesterday  that  you  did  not  know  what 
conmuttee  took  the  testimoi^. 

Q.  (By  Mr.  Farquhar.)  Your  testimony  ought  to  show  the  commission  the 
official  source  that  it  is  taken  from. — A.  If  you  will  give  me  access  to  your  library 
here  I  will  find  it. 

Q.  (By  Mr.  Phillips.)  I  wish  to  ask  Mr.  Boyle  for  information  simply  on  this 
line. 

Q.  (Bv  Mr.  Farquhar.)  This,  as  presented  here,  is  unofficial. — ^A.  I  refer  yoa 
to  the  library. 

S.  (By  Mr.  Phillips.)  Mr.  Bovle  will  tell  you  of  it. 
r.  Boyle.  I  have  been  searcning  for  that  report  all  through  the  books.  I 
have  not  been  able  to  locate  it.  There  were  newspapers  giving  reports  at  the 
time  of  the  subcommittee.  It  was  a  subcommittee  of  Congress,  of  the  House, 
of  the  spring  of  1872,  beginning  on  the  last  day  of  March,  18^,  and  continuing  at 
various  dates  for  two  or  three  years. 

Q.  (By  Mr.  Farquhar.)  The  chairman  of  the  committee  seems  to  be  well 
known — C.  W.  QilfiUin.— A.  I  think  he  was  in  Congress  at  that  time. 

Q.  That  is  the  identification  you  make? — A.  I  make  that  identification,  that  it 
is  a  Congressional  report  and  was  published  at  that  time.  At  that  time  I  read 
the  testimony  and  it  is  familiar  to  me  now.  I  was  going  to  ^t  it,  but  I  could  not. 
I  know  it  was  an  investigation  of  Congress,  and  I  8upx>08e  it  is  on  file,  just  as  these 
books  are  on  file:  it  should  be. 

Q.  (By  Mr.  Philups.)  You  do  not  know  of  your  own  knowledge  that  it  is 
true,  but  if  it  is  found  by  this  commission  on  file  you  want  it  to  be  considered  a 
part  of  your  evidence? — A.  I  was  in  Washington  in  1872  myself,  and  I  know  the 
investigation  took  pla<*e,  and  I  know  I  have  a  complete  copy  of  it— a  paper  file  of 
it  at  home.  I  was  keeping  my  scrapbook,  and  I  think  I  can  produce  the  investi- 
gation. I  think  I  can  produce  the  book  itself.  I  think  I  can,  and  I  shall  be  very 
glad  to  do  it. 

Q.  (By  Mr.  Farquhar.)  I  should  like  to  make  a  statement  from  Mr.  GilfiHin's 
own  report,  whom  we  know  to  be  of  good  repute  everywhere.  It  seems  that  your 
own  people  took  this  matter  to  the  committee  of  Congress  and  you  had  yonr  own 
reporters.  The  question  is,  was  it  ever  reported  officiaJly  by  Congress? — A.  Well, 
does  the  Congressional  committee  go  into  a  room  without  a  stenographer? 

Q.  Sometimes;  quite  frequentlv. — A.  It  is  the  strangest  thine^  Inave  heard. 

Q.  I  am  not  discussing  wnere  tne  testimony  came  from.  I  think  the  origin  of 
the  testimony — it  would  be  well  for  one  of  the  parties  to  see  that  it  is  verified.— 
A.  I  rely  upon  that  testimony  as  being  valid,  and  the  investigation  can  be  pro- 
duced. It  IS  dated  from  Washington,  and  I  know  the  investigation  took  place, 
and  I  know  Mr.  Gilfillin  was  on  the  commission.  I  do  not  know  whether  he  was 
here  on  that  day  or  not. 

8CARCITY  OF  COPIES  OF  THE  TESTIMONY  OF  1888. 

9-  (By  Mr.  Phillips.)  You  said  that,  on  your  information  and  belief,  as  pre- 
scribed by  the  oath,  you  believe  it  to  be  true? — A.  Just  exactly  as  I  believe  my 
own  testimony  to  be  true.  It  is  very  unfortunate  that  it  is  not  here;  and  I  want 
to  say  to  you  right  here  that  of  this  testimony  of  18^  there  were  several  thou- 
sand volumes  printed,  but  I  understand  there  are  only  300  of  tiiem  in  drculation 
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to-day.  I  conld  not  get  one  myself  tmtil  just  by  good  f  ortnne  I  got  one  the  other 
day  of  a  friend  who  had  two.  Nobody  knows  how  that  evidence  was  spirited 
away  from  here,  bnt  it  is  gone. 

Q.  (By  Mr.  Farquhar.)  1888?— A.  Yes.  There  were  only  300  volumes  sent  out. 
I  sent  to  Congressman  Stone  of  our  district  for  one. 

WHY  THE  WITNESS,  HAVING  GOT    BOOKS    INTO  COURT  WHICH    HE    BELIEVES  CON- 
TAIN PROOF  OF  CRIMES,  LET  THEM  OO  UNEXAMINED. 

Q.  (By  Mr.  Ratchford.)  I  understand  from  your  testimony  vou  make  the 
broad  statement  that  if  the  books  of  the  railroad  comx>anies  could  be  brought 
into  court  some  of  the  officials  would  be  sent  to  prison?  *  — ^A.  If  you  can  send  any- 
body to  prison  for  violating  the  interstate-commerce  act,  I  say  yes.  I  am  not  posi- 
tive whether  there  is  a  criminal  clause  in  it  or  not. 

J.  If  you  wish  to  modify  that  statement  you  can. — ^A.  If  there  is  not  a  crimi- 
clause  I  do  want  to  correct  it;  if  there  is,  I  will  let  it  stand.    I  stick  to  my 
statement  if  that  is  the  law. 

Q.  Do  I  also  understand,  from  the  previous  x)art  of  your  testimony,  that  you 
caused  one  or  more  of  those  comx>anies  to  produce  their  books  in  court? — A.  The 
Pennsylvania  Railroad. 

S.  in  the  courts  of  Clarion  County? — ^A.  McKean  County. 
.  You  state  that  you  produced  convicting  evidence  against  them? — A.  We  did 
not  examine  the  books  at  all. 


Q.  Why?— A.  Because  the  case  was  settled. 


Why  did  you  settle  it?— A.  I  told  you  yesterday  that  my  i^rtners  got  tired 
of  Bghting  it.  We  had  been  at  it  for  3  or  4  years,  and  they  offered  us  $85,000, 
and  we  settled  it.    The  claim  was  for  $107,000. 

Q.  Settled  for  $35,000?— A.  And  costs.« 

Q.  If  tJie  discriminating  practices  by  railroads  and  the  rebates  that  were  ^ven 
by  railroads  are  so  injurious  to  the  interests  you  represent,  and  to  all  other  mter- 
ests,  why  did  you  settle  it  for  $85,000,  or  how  did  you  believe  yourself  justified  in 
settling  for  any  sum? — A.  Our  association  was  too  poor  to  carry  it  on.  They 
could  have  gone  on,  and  could  have  extended  that  suit  for  10  years. 

Q.  And  yet  you  are  satisfied,  and  have  been  satisfied,  that  convicting  evidence 
would  have  been  adduced  in  court  had  the  books  been  investigated? — A.  We  got 
all  the  evidence  we  wanted  for  them  to  settle  upon,  and  we  tried  to  get  the  books 
into  court  in  the  early  history  of  the  trial;  but  we  could  not  get  an  order  before 
the  master,  in  taking  this  testimony,  because  he  had  not  the  power.    When  we 

Sot  them  before  the  McKean  County  court,  the  circuit  judge  naving  power,  we 
emanded  the  books  and  papers.  He  issued  an  order  and  the  books  came.  If  my 
disposition  had  been  followed,  even  in  the  depressed  circumstances  that  I  was  in — 
if  I  had  had  mv  way  about  it  I  would  have  examined  every  one  of  the  8  tons  of 
books.  But  I  had  a  partner,  Mr.  Logan,  who  had  lost  every  dollar  in  the  world  in 
speculation,  and  he  said:  ''  This  money  will  do  me  good,  and  I  would  like  to  have 
you  let  up." 

Q.  Tou  assign,  then,  as  a  cause  for  settling  the  trouble,  the  fact  that  the  asso- 
ciation controlled  by  you  was  too  poor  to  fight? — ^A.  And  the  dilatory  action  of 
the  court. 

the  oil  business  is  more  prosperous  than  it  was  two  tears  ago. 

Q.  (By  Mr.  Clarke.)  Are  you  able  to  state  whether  the  condition  of  the  oil 
business  ^nerally  is  more  or  less  prosperous  now  than  it  was  2  vears  ago? — 
A.  Oh,  it  IS  more  prosperous  now,  from  the  fact  that  all  the  factories  of  the  country 
are  running,  and  there  is  an  enormous  demand  for  goods,  and  the  production  of 
oil  in  New  York  and  Pennsylvania  is  not  adequate  to  the  demand.  That  is  one 
reason  for  the  advance  in  the  profits  of  petroleum.  Every  factory  and  every 
spindle  is  running,  and  every  coal  mine  and  every  iron  mill,  and  there  is  an  enor- 
mous demand  for  the  goods.  We  could  sell  from  my  factory  five  times  as  much 
as  I  am  making,  if  I  had  it,  and  at  good  profits. 

THE  WITNESS  HAS  RECEIVED  KO  REBATES  SINCE  1872,  EXCEPT  WHAT  HE  HAS 

COLLECTED  BY  LAW. 

Q.  (By  Mr.  Farquhar.)  Have  you  frequently  in  your  own  business  enjoyed 
rebates? — A.  Never.    Now,  let  me  modify  that.    In  my  business  previous  to  1873, 

iSeep.6i8.  >  See  p.  636. 
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in  the  refinery  at  Titnsville,  Pa.«  rebatee  were  a  common  thingr;  Init  we  were 
young  and  new  in  the  commercial  basineas,  and  the  feUows  in  Cleveland  and 
Fittsburg  were  a  little  more  experienced.  We  did  not  seem  to  make  very  much 
money.  They  were  running  full  tilt  with  their  wellB,  barrel  shops,  and  every- 
thing, and  we  began  to  look  about  to  see  what  was  the  matter.  We  went  to  Pitts- 
burg, and  we  learned,  to  our  astonishment,  that  certain  concerns  were  getting  25 
cents  a  barrel.  We  were  large  shippers,  and  we  demanded  to  be  g^ranted  the 
same.  That  was  away  back  in  1870.  We  were  given  25  cents,  and  then  we  got 
on  to  the  fact  that  some  of  the  refiners  were  receiving  75  cents  back,  and  some 
other  refiners  were  receiving  50  cents.  The  rate  at  that  time  was  in  the  neighbor- 
hood of  $1.50,  and  oil  could  l)e  carried  at  a  profit  to-day  at  35  cents.  From  that 
time  to  this — no,  I  am  not  guilty* 

Q.  (By  Mr.  Phillips.)  Following  that  up,  have  you  in  recent  years  received 
rewates?— A.  No. 

Q.  For  how  many  years? — ^A.  Since  1872,  excepting  rebates  we  collected  bylaw. 

O.  Not  since  1H72?— A.  I  stated  here  that  the  president  of  the  Pennsylvania 
said  they  were  not  giving  any,  but  the  auditor  and  bookkeeper  admitted  it. 

MR.  LOOAN,  OF  THE  SOUTH  IMPKOVEMENT  COMPANY,  WAS  NOT  THE  WITNESS^ 

PARTNER. 

Q.  I  have  been  requested  to  ask  Senator  Emery  a  question.  Mr.  LcM^an,  who 
was  one  of  the  i>artie8  to  the  South  Improvement  Company,  is  there,  I  believe, 
to-dav. — A.  Yes. 

Q.  Now,  is  that  the  same  Los^n  that  was  a  partner  of  yours  in  Philadelphia  in 
recent  years? — A.  No;  Alfred  H.  Logan  is  my  XMrtner.  The  two  Lpeans  that 
were  connected  with  the  South  Improvement  Company,  William  P.  and  John  P. 
Logan,  are  both  at  the  present  time  living;  but  Alfred  is  dead — ^my  old  partner. 

THE  REMEDY:  OOVEHNMENT  OWNERSHIP  OF  ALL  MEANS  OF  TRANSPORTATION,  AM) 

ESPECIALLY  OF  RAILROADS. 

Q.  We  have  l)eon  in  the  habit  of  asking  persons  here  whether  they  had  any 
remedial  legislation  to  propose  along  any  lines  of  the  inguirv.  Have  yon  any- 
thing to  propose  to  the  commission  in  the  vfVkj  of  remedial  legislation  to  meet 
these  problems? — A.  I  will  simply  state  very  briefly,  because  I  do  not  expect  to 
go  into  an  argument  on  that  pomt.  I  would  simply  say  this :  That  I  am  an  abso- 
lute believer  in  the  government  ownership  of  all  means  of  transportation,  and 
especially  of  railroads.  I  was  anxious  that  when  the  United  States  (Government 
had  the  opportunity  of  taking  in  the  Central  Pacific  Railroad  it  should  do  it 
All  the  railroads  of  Germany,  excepting  two  in  the  south,  are  owned  by  the 
Government,  and  discrimination  is  not  known;  nor  is  there  anv  dissatisfaction  in 
business.  They  often  go  so  far  in  that  country  as  to  take  the  canals;  but  ihs 
canals  are  free.  If  the  waterways  and  the  railroads  can  be  put  under  Govern- 
ment control,  gentlemen,  you  will  do  away  with  all  difficulties  that  exist  to^ay, 
because  the  pnme  movers  of  all  this  trouble  are  the  railroads.  They  make  the 
trouble  by  ^ving  discriminating  rates,  or  giving  rates  to  favored  Shippers  lower 
than  they  give  to  the  general  public. 

THE  LAWS  WE  HAVE  WOULD  SERVE  IF  THEY  WERE  ENFORCED  BY  ACTUAL 

IMPRISONMENT  OF  OFFENDERS. 

I  know  of  no  better  remedy,  because  you  have  laws  upon  the  statute  books  of 
the  United  States  that  would  alter  the  present  condition  of  things  if  they  were 
enforced.  If  you  would  make  an  example  of  these  men,  if  there  is  a  criminal 
clause  in  the  interstate-commerce  act,  and  put  them  behind  the  bars,  I  think  that 
would  strike  some  terror  to  their  souls.  I  recollect  that,  owning  a  large  flouring 
mill  in  southern  Michigan  and  quite  a  large  amount  of  land  in  wheat  in  North 
Dakota,  I  desired  to  ship  some  of  tliis  most  excellent  hard  wheat  down  to  Three 
Rivers,  Mich.,  and  manufacture  it,  and  I  wanted  a  transit  rate.    It  was  given  me 

Erevious  to  the  interstate-commerce  act  by  the  then  mana^r  of  the  road.  I  went 
ack  the  next  year  and  he  said:  ''  I  can  not  do  by  you  as  I  did  last  year,  because  the 
criminal  clause  of  the  interstate-commerce  act  is  such  that  if  I  violate  it  I  am 
liable  to  get  behind  the  bars,  and  I  am  afraid  of  them.  Therefore  I  can  not  make 
a  rate  by  which  you  can  ship  wheat  from  North  Dakota  and  manufacture  it  and 
ship  it  to  the  East. "  Now,  I  say,  Mr.  Chairman  and  gentlemen,  that  some  way  has 
got  to  be  found  to  cut  off  the  rebate  and  drawback  practices  of  the  railroads.  The 
mass  of  the  iHMjple  in  this  country  are  incensed,  and  that  dissatisfaction  reaches 
to  the  minds  of  all  classes  of  men. 
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THE  GOVERNMENT  COUIiD  MANAQB  THE  RAILBOiLDS— EUROPEAN  EXAMPLES. 

I  am  firmly  of  the  belief  that  if  the  Goyemment  would  take  charge  of  the  rail- 
roads as  it  took  charge  of  the  tnmsportation  of  the  mails  it  conld  manage  and 
control  the  railways  and  waterways  m  this  country  as  well  as  it  can  con^l  the 
mails.  The  example  of  Germany  is  before  you;  the  example  of  Norway  and 
Sweden.  If  I  recollect  right.  18  years  ago  the  Kingdom  of  Norway  and  Sweden 
did  not  own  a  mile  of  railroad.  Poor  as  those  nations  are,  they  saw  English  capi- 
tal coming  into  that  country  and  building  railroads  north  and  south  up  to  tne 
great  Bessemer  mines  in  the  northern  part  of  Sweden,  and  their  own  manufac- 
turers were  unable  to  compete,  shipping  over  the  same  lines  of  road.  Complaint 
was  made  to  the  legislature,  and  they  at  once  said,  ''  We  will  own  these  rai&oads 
ourselves,"  and  they  bought  them  from  the  English  capitalists.  When  I  was  in 
Norway  and  Sweden  3  years  ago,  while  I  was  there,  the  Qovei-nment  took  the  con- 
trol of  them,  and  they  own  to-day  the  principal  roads  north  and  south  through 
both  of  those  countries.  They  have  not  cared  to  take  the  lateral  lines  east  and 
west,  but  they  make  a  rate  from  the  common  points  of  these  lateral  lines  to  the 
water  front,  and  they  prorate  with  the  lateral  lines  belonging  to  the  smsdler  com- 
panies. They  have  brought  back  into  the  markets  the  old  manufacturers,  and 
they  are  to-day  a  happy  people,  because  the  Gk>vemment  has  taken  hold  and  made 
the  rates  equal  to  everybody — to  the  Englishman,  to  the  Frenchman,  to  the  Ger- 
man, and  the  Yankee,  and  everybody  else.  We  distribute  oil  in  those  countries, 
and  we  find  no  discrimination.    Government  ownership  is  my  proposition. 

THE  CORPORATIONS  ELECT  THE  LEGISLATORS— STATE  OFFICERS  AND  UNITED  STATES 
OFFICERS  IGNORE  COMPLAINTS  OP  VIOLATIONS  OF  THE  LAW. 

You  have  upon  the  statute  books  to-day  one  of  the  best  laws  ever  written, 
known  as  the  Sherman  Act,  passed  in  1890;  but  the  difficulty  in  this  country  is 
that  you  can  not  enforce  the  law.  or  at  least  ^ou  do  not.  Complaint  of  our  diffi- 
culties was  made  during  the  Cleveland  adnunistration  to  the  Attorney-General 
of  the  United  States,  and  no  answer  was  made  by  the  recipient  of  the  letter. 
And  to  the  present  administration  complaint  was  made  more  than  8  months  ago. 
The  letter  was  pigeonholed.  In  the  State  of  Pennsylvania  we  have  asked  the  aid 
of  the  Commonwealth,  by  application  to  the  governor,  since  the  suit  I  have 
mentioned .  The  letter  was  pigeonholed .  The  power  of  these  monox)olie8  and  com- 
binations is  such  that  they  elect  or  nominate  their  own  men  to  serve  in  the  legisla- 
tares.  They  make  their  own  nominations  a  year  ahead  of  the  time,  to  prepare 
their  candidate;  and  he  is  schooled  to  know  their  wants  first  and  the  people's 
second.  I  say  that  if  our  courts  of  the  State,  our  attorney-general  of  the  Stete, 
our  Attorney-General  of  the  United  States  would  put  forth  the  strong  arm  of 
the  government,  under  the  laws  that  exist,  they  could  stop  these  encroachments 
upon  the  rights  of  the  people.  I  say  that  if  they  will  not  do  so  you  must  come 
to  the  control  of  these  great  transportation  lines,  which  are  causing  all  this 
trouble,  by  Government  ownership.  I  have  been  a  traveler  in  every  part  of  the 
world  that  I  could  reach  by  water  or  rail;  and  I  have  found  this  country  adver- 
tised from  China  to  the  islands  of  the  East  as  being  a  country  whose  people  are 
bound  hand  and  foot  by  corporate  power.  As  I  told  you  yesterday,  we  came  to 
Congress,  as  you  saw  here,  m  1872.  We  came  here  again  and  again.  We  have 
come  to  the  Attomey-Gteneral  of  the  United  States  a  half  dozen  times  without 
result;  and  it  seems  to  me  that  the  courts  are  approached  without  result  also. 
The  settlement  of  litigation  before  the  courts  is  delayed.  Corporations  come 
when  they  please  and  stay  away  when  they  please.  They  defy  the  courts  under 
the  plea  that  they  will  incriminate  themselves  if  they  give  evidence.  What  are 
you  going  to  do  about  it?  If  the  Government  would  stretch  out  its  arm  and  take 
this  man  and  say,  **  Answer  this  question  or  go  to  prison  for  contempt  of  court," 
he  would  answer.  Now,  I  say  Government  ownership  of  railroads  would  be  my 
remedv  unless  we  can  get  Attorneys-General  of  the  United  States  and  of  the 
several  States  that  will  enforce  laws. 

UNFAIR  TRADING  SHOULD  BE  PROHIBITED. 

Q.  Suppose  that  the  Government  did  own  the  railroads  to-day.  Would  not  these 
peat  corj)orations  or  trusts  still  have  the  X)ower  to  follow  the  smaller  merchants 
into  the  cities  and  towns  and  sell  oil  or  any  other  merchandise  very  low  at  given 
points?  And  could  not  these  cori)orations,  with  their  great  accumulations  of 
wealth,  still  prevent  the  small  corporations  from  doing  business  and  the  merchant 
from  selling  nis  goods  in  various  markets? — ^A.  In  that  case  you  would  want  the 
law  I  spoke  of  yesterday— such  as,  I  think,  is  adopted  by  Germany— to  prohibit 
unfair  trading.  You  have  got  to  take  care  of  the  interests  of  the  common  people 
of  this  count^.    If  you  do  not,  you  are  going  to  have  trouble. 
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Washinoton,  D.  C,  November  10, 1899, 
TBgriMOWI  OF  XS.  AMSREW  D.  GALL, 

Manager  of  the  OaU-Schneider  OQ' Company j  lAmUed,  Montreal^  Canada. 

The  commiRfdon  met  at  2.10  p.  m. ,  Mr.  PhiUipe  presicliiig.  Mr.  Andrew  D.  Gtell 
was  introdnced  as  a  witness,  and,  being  dnly  sworn,  testined  as  follows: 

Q.  (By  Mr.  Jbnks.)  Will  yon  kindly  ^ve  yonr  fall  name  and  address? — A. 
Andrew  D.  Ghall,  Montreal;  a  British  subject. 

Q.  What  is  yonr  business? — ^A.  We  are  engaged  in  the  marketing  of  petroleum 
products  generallv,  principally  in  the  Prorinceof  Quebec,  in  Canada. 

Q.  Do  you  handle  American  oils  at  all? — A.  Almost  ezclusiyely. 

PBODCCnON  OF  FBTBOLEUV  IK  CANADA. 

Q.  Can  yon  give  us  an  account  of  the  production  of  ci*ude  oil  in  Canada,  giv- 
ing us  the  different  places  of  production  and  something  as  to  its  extent? — A.  The 
production  of  oil  in  Canada  is  confined  almost  exclusively  at  the  present  time  to 
western  Ontario;  that  is,  the  Bothwell,  Oil  Springs,  and  Fetrolia  districts,  aH  of 
which  are  in  western  Ontario.  The  production  of  oil  is  largely  in  the  handa  of 
private  individuals.  The  Standard  Oil  Company,  as  a  company,  does  not  own  a 
great  number  of  wells,  but  some  of  the  men  formerly  in  the  old  Imperial  do.  I 
will  explain  that  the  Imperial  Oil  Company  to-day  in  Canada  is  directly  the 
Standard  Oil  Company.  It  was  the  name  of  the  companv  in  Petrolia  b^ore  the 
Standard  Oil  Company  got  control  of  the  Canadian  market,  and  has  been  con- 
tinued under  that  style. 

Q.  You  say  that  the  Standard  Oil  Company  has  gotten  control.  Do  you  mean 
that  the  Standard  Oil  Company  bought  the  stock  of  that  company  and  continnes 
the  compaziy  under  its  old  name? — A.  Yea,  under  the  name  of  the  Imperial. 

Q.  (By  Mr.  Smyth.)  The  Standard  Oil  Company  are  stockholders  now  in  that 
company? — A.  The  Standard  Oil  Companv  are  stockholders  in  that  company.  Mr. 
Fitzgerald,  the  former  president  of  the  old  Imperial,  admitted  that  only  a  small 
proportion  of  the  stock  was  held  by  Canadians  at  the  present  time. 

Q.  They  bought  that  in  open  market?— A.  Well,  I  do  not  know.  It  was  a  kind 
of  a  deal;  I  do  not  know  whether  von  would  call  it  open  market  or  not.  There 
were  a  number  of  men  who  were  formerly  in  the  old  Imperial  who  have  Uu^ge 
producing  interests  in  Canada.  These  men  no  doubt  control  between  20  and  25  per 
cent  of  the  production.  The  rest  is  held  by  the  independents  or  small  producers, 
pumping  from  50  to  500  barrels  per  month. 

Q.  (By  Mr.  Jenks.  )  If  I  understand  you,  then,  the  Imperial  Company,  of  which 
the  Standard  Oil  Company  owns  the  controlling  interest,  controls  about  35  per 
cent  only  of  the  production? — ^A,  Of  the  production,  yes. 

Q.  Aliout  how  much  is  the  toted  proauction  of  Canada?  Can  you  give  us  the 
figures?— A.  Yes.  The  total  production  of  crude  oil  amounts  to  CbDout  750,000  to 
800,000  barrels  per  year  of  85  imperial  gallons  each. 

CANADIAN  OIL  WOBSB  THAN  OHIO. 

Q.  What  is  the  quality  of  this  Canadian  oil;  is  it  like  Lima  oil  in  Ohio  or  white 
S€Uid  oil? — A.  We  nave  handled  a  good  deal  of  Ohio  oil,  and  of  course  it  is  not  to 
be  compared  with  the  Pennsvlvania  at  all; '  but  comparing  the  Canadian  with  what 
we  get  from  Ohio  we  find  that  in  marketing  it  at  an  equal  price  we  can  alwaj^ 
get  a  preference  for  the  Ohio  product,  so  that  I  should  be  inclined  to  think  that 
people  would  prefer  the  Ohio  to  the  Canadian  product. 

Q.  (By  Mr.  Smyth.)  You  say  **  we;  *'  do  you  represent  the  company?— A.  Yes. 
I  might  say  I  am  president  and  managing  director  of  the  Gall-Schneider  Oil  Com- 
pany, Limited. 

Q.  Do  you  produce  petroleum— do  you  have  wells? — ^A.  No;  we  have  nothing 
to  do  with  that  whatever — ^it  is  only  marketing  it. 

|.  Do  you  not  refine  the  crude? — A.  We  have  nothing  to  do  with  the  refining. 
|.  You  simply  buy  refined  oil? — A.  Yes. 

J.  (By  Mr.  Jenks.)   You  handle  also  crude  oil? — A.  No,  sir;  only  refined, 
lubricating,  etc. 


1  Bee  p.  681;  Mr.  Lee,  pp.  275, 278;  Mr.  Archbold,  p.  532;  Mr.  Emery,  p.  &L 
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RSFIKINO  IN  CANADA  ALL  DONE  BT  THE  STANDABD  NOW. 

Q.  About  how  much  oil  is  refined  in  Canada,  and  what  proportion  of  that  is 
controlled  by  the  Standard  Oil  Company? — A.  Well,  these  figures  I  am  about  to 
give  are  supposed  to  be  official.  They  are  made  by  the  De^irtment  of  Agricul- 
ture. Up  to  the  present  time  of  course  all  oil  had  to  be  inspected  and  went 
through  the  iiUand  revenue  or  customs  department,  and  I  presume  the  figures  are 
correct.  The  quantity  of  illuminating  oil  that  was  produced  and  sold  by  oil 
refiners  in  Canada  in  1896  was  11,207,150  imperial  gallons,  valued  at  $1,251,122;  of 
benzine  and  naphtha,  719,458  gallons,  valued  at  $70,733;  of  gas  and  fuel  oils, 
6,788,853  gallons,  valued  at  $261,618;  of  lubricating  oils  and  tar,  1,447,455  gallons, 
valued  at  $77,109.  The  total  gallonage  for  1896  was  21,176,682,  and  the  total  value 
$1,792,890.  The  total  gallonage  for  1898  was  21,158,192,  and  the  value  was 
$1,728,298. 

Q.  Can  you  tell  us  about  what  prox>ortion  of  this  refined  product  is  refined  by 
the  Standard  Oil  Company? — A.  To-day  every  gallon  is  refined  by  the  Standard 
Oil  Company. 

Q.  That  is,  the  Standard  Oil  Comx>any  now  has  control  of  all  refineries  in 
Canada?— -A.  Complete  control. 

Q.  By  complete  control  you  mean  they  own  them  all? — ^A.  They  own  them  all.' 
There  is  one — ^there  is  the  old  Imx)erial  in  existence  to-day. 

O.  How  long  is  it  since  the  Standard  Oil  Companv  secured  this  complete  con- 
trol of  the  refined  product  in  Canada? — A.  That  deal  was  put  through  m  July  or 
August,  1898. 

Q.  Perhaps  you  can  give  us  a  little  fuller  statement  about  it? — ^A.  Well,  I  do 
not  know  exactly  how  it  was  done,  I  am  sure.  It  was  simoly  a  deal  of  the  Stand- 
ard OH  Companv,  and  how  they  did  it  I  do  not  know.  They  bought  up  all  the 
refineries,  and  they  have  demolished  all  of  them  except  the  old  Imperial  plant. 
That  is  running  now  and  there  is  a  plant  at  Samia,  a  little  farther  from  Petrolia. 

Q.  How  many  independent  plants  were  there  befd!re? — A.  I  have  them  here. 
Before  the  trust  got  control  of  the  business  there  were  5  refineries  in  operation 
and  4  refineries  that  were  not  in  active  operation  at  that  time,  although  not  closed 
up  by  any  means.  As  I  stated  before,  sul  of  these,  with  the  exception  of  the  old 
Imx)erial  Com];>any 's  works  at  Petrolia,  have  been  dismantled,  and  most  of  the 
material  broken  up  and  sold  as  scrap  or  moved  to  Samia.  I  know  about  the 
figures  they  paid  for  one  concern.  That  was  the  John  McDonald  refinery.  He 
tmd  me  that  he  got  $65,000  for  it  and  that  it  was  not  worth  $10,000.^ 

Q.  Tou  spoke  of  their  having  removed  part  of  these  refineries  to  Samia? — ^A. 
They  removed  ];>art  of  the  nmterial,  I  believe,  in  building  up  their  own  works  at 
Sanda. 

AMOUNT  OP  CANADIAN  REFINED  OIL  AND  AMOUNT  IMPORTED. 

Q.  Do  you  know  whether  the  amount  refined  at  the  present  time  is  less  or 

greater  than  the  amount  refined  by  the  5  refineries  previously? — ^A.  I  do  not  see 
ow  it  can  be  greater.  The  production  of  crude  has  been  about  the  same,  and  I 
do  not  see  how  it  can  be  greater  than  the  production. 

Q.  Tou  think  it  probable,  however,  that  the^  ai'e  refining  all  of  the  crude  oil 
now.  I  judge  from  what  you  say  that  possibly  this  1  refinery  at  Petrolia  is 
larger  than  the  others  have  been  at  Petrolia,  and  that  the  one  at  Samia  is  a  little 
larger.     Have  these  2  as  much  capacity  as  all  the  old  ones?— A.  I  guess  so;  yes. 

Q.  While  there  has  been  a  concentration  of  several  into  one  management,  the 
total  output  has  not  been  lessened?— A.  I  do  not  think  it  has  been  lessened.  It 
may  have  been  somewhat  increased ;  some  crude  having  been  sold  for  other  purposes 
before,  they  may  have  made  some  changes  which  have  increased  it  somewhat. 

(X  (By  Mr.  Smtth.)  I  suppose  there  is  as  much  crude  refined  as  is  demanded? — 
A.  JNo,  sir. 

Q.  There  is  demand  for  more  refined  oil  than  there  is  on  the  market? — A.  Much 
more. 

Q.  (By  Mr.  Jenes.)  How  much  of  the  oil  used  in  Canada  is  refined  there,  and 
how  much  is  imported  from  the  United  States? — ^A.  For  1898  the  percentage  of 
Canadian  was  61 . 1 ,  and  the  x>ercentage  of  imx>orted,  which  is  {dtogether  American — 
no  oil  Ib  brought  f^om  elsewhere — ^was  38.9  of  the  consumption  in  Canada.  In  1881 
there  was  only  6.9  per  cent  of  American  and  92.1  of  Canadian. 

Q.  (By  Mr.  Smtth.)  How  do  the  total  quantities  compare?  The  percentages 
vary;  are  the  total  quantities  any  larger? — A.  Much  larger.  In  1881  the  number 
of  g^dlons  of  Canadian  was  6,406,783,  while  in  1898  it  was  10,796,847  gallons. 


1  See  Hr.  Archbold,  p.  578;  Mr.  Paee,  d.  788. 

*  As  to  prices  -paid  for  plants  by  tne  Standard,  see  Mr.  Dayis,  p.  90?. 
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Q.  ( By  Mr.  Jenks.  )  The  Canadian  output  is  also  largely  on  the  increase  to^y; 
the  demand  fdmply  outruns  the  supply,  so  you  are  getting  more  and  more  from 
the  United  States?— A.  Tes. 

THR  (X>URBB  OF  PRICBR. 

Q.  Can  you  give  uh  some  information  on  the  course  of  prices  for  the  last  3  or  4 
years,  ho  that  we  can  see  whether  the  purchase  of  these  companies  by  the  Standard 
Oil  Company  has  had  any  effect  on  them? — A.  I  have  invoices  here,  dating  all  the 
way  bacK  to  1H92,  of  the  old  Imperial  Company,  which  is  at  the  present  tmie  the 
Standard.  In  September,  18©2,  they  were  selling  oil  for  1!^  cents  delivered  in  St 
Johns,  Quebec. 

O.  That  is  the  refined  product?— A.  Refined,  in  barrels.  The  cost  of  barreling 
and  inspection  is -estimated  to  be  about  2^ ,  say  2^;  then  that  would  mean  that  yoo 
deduct  5  cents  from  12^,  or  7i  in  bulk  f.  o.  b.  Petrolia.  In  18W  it  was  dehvered 
in  St.  Johns  for  11  cents;  that  is,  in  barrels,  freight  paid.  I  might  say  that  the 
first  was  July,  1894,  and  in  September,  1894.  it  was  still  11  cents.  In  Apnl,  18W, 
it  was  141  cents  delivered  at  St.  Johns. 

Q.  That  was  before  the  Standard  Oil  Company  took  them  in? — A.  Previous  to 
that  altogether.  In  September,  1897,  it  was  19^,  delivered  in  barrels;  in  May, 
1898— that  was  just  a  month  or  two  previous  to  the  time  they  took  control  of  it- 
it  WtW  12^;  to-day  it  is  17i  cents,  delivered  in  barrels  at  St.  Johns. 

(j.  (By  Mr.  Clarke.)  Do  you  know  the  prices  of  crude  petroleum  between  the 
11  cent  time  and  the  13  and  17  cent  times? — ^A.  I  will  just  give  this  to  you  here. 
I  have  them  from  a  large  producer  of  petroleum,  under  date  of  October  30  last. 
In  January,  1895,  the  price  was  SI.  16  per  barrel;  in  June,  1895,  it  was  $1.53  per 
barrel;  in  Januarv,lH96.  $1.72;  June,  1896, $1.70;  January,  1897, $1.50;  June,1897. 
$1.40;  January,  1898,$1.40;  June,  1898, $1.40;  January,  1899,$1.40;  June,  1899,|1.45, 
and  the  present  price  is  $1^60.  I  have  the  average  price  for  this  year,  if  you  wish 
to  have  it;  I  have  it  here. 

CRUDE  OIL  GOES  UP  ONE-HALP  CENT  A  GALLON;  BEFTNED,  4  CENTS. 

Q.  (By  Mr.  Jenks.)  Can  you  give  us  the  prices  of  refined  oil  at  the  begmning 
of  this  year,  1899?  What  was  the  price  of  refined,  compared  with  the  price  of  the 
crude,  at  the  be^nning  of  this  year? — A.  Well,  I  have  no  invoices  that  I  could 
show  you  covenng  that  time,  but  I  have  a  memorandum  here.  This  is  a  retail 
price.  Of  course,  it  is  pretty  hard  to  go  by  that.  In  January  of  this  year  it  is 
quoted  at  14  cents,  and  m  Feoruary  14|. 

Q.  And  the  present  price  from  that  invoice  was  17i? — ^A.  No;  I  have  no  invoice 
to  the  effect  that  17i  cents  is  the  price  of  oil  to-day. 

Q.  And  this  decided  change  in  price  has  been  during  the  latter  part  of  this 
year?  When  the  price  of  crude  was  $1.45  per  barrel  the  price  of  refined  was  down 
to  14  cents  or  iwssibly  less? — A.  Yes.  It  is  only  recently  that  crude  is  $1.60;  very 
recently. 

Q.  How  long  is  it  since  refined  went  up  to  17  cents? — ^A.  That  is  very  recently, 
too. 

Q.  Then  the  facts  seem  to  be  these:  That  the  price  of  refined  has  gone  up  at 
about  the  same  time  as  the  price  of  crude? — A.  Nearly  so. 

Q.  You  would  say  it  ran  up  prox>ortionately  or  nearly  so? — ^A.  I  am  not  familiar 
enough  with  the  refining;  I  do  not  know  enough  about  that. 

Q.  They  have  simply  gone  together? — ^A.  Yes. 

Q.  (By  Mr.  Phillips.)  Has  the  price  of  crude  in  Canada  corresponded  with 
the  recent  great  advance  in  Pennsylvania  and  Ohio  oil  within  the  last  6  months 
or  a  year? — A.  I  do  not  know  just  what  the  prices  have  been  in  Pennsylvania  or 
Ohio;  but  up  to  June  of  this  year  crude  was  only  $1.45  at  Petrolia,  and  even 
lower  than  that. 

Q.  But  you  can  not  give  us  the  price  of  refined  in  June? — A.  June  of  this  vear? 

Q.  Of  this  year;  that  is,  the  wholesale  price? — ^A.  Yes,  I  have  it.  In  June  here: 
well,  the  retail  price,  ISi  cents.  These,  of  course,  are  1  cent  over  the  whole- 
sale prices. 

<^.  Well,  that  13^,  then,  corresponds  with  $1.45  and  this  17i  with  $1.60.  Is  it 
claimed  by  anyone  that  this  increase  in  the  price  of  the  refined  oil  is  due  to  the 
control  of  the  refining  by  the  Standard  Oil  Company? — ^A.  It  is  claimed  so  by 
everybody  or  nearly  everybody. 

Q.  And  do  they  make  the  same  claim  as  to  the  increase  in  price  of  crude;  that 
the  Standard  Oil  Company  has  put  up  the  price  of  crude?— A.  WeU,  no.  I  might 
say  that  it  -pskya  the  Standard  Oil  Company  much  better  to  refine  Canadian  oil 
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and  force  it  on  the  Canadian  market  than  it  does  to  import,  becanse  there  is  an 
import  dnty  of  5  cent6  per  gallon,  and  yon  can  readily  see  it  is  far  better  to  'pB,y  a 
little  more  for  crude  and  force  the  x>eople  to  nse  the  Canadian  product. 

FREIOHT  DISCRIMINATION  BBTWBBN  AMERICAN  AND  CANADIAN  OIL.. 

Q.  There  have  been  some  charges  made  in  the  pax)ers  for  the  last  few  months  that 
there  have  been  freight  discriminations  in  Canada  in  favor  of  the  Standard  Oil  Com- 
pany. Can  you  ^ve  us  any  information  on  that  subject? — A.  The  Sun  Oil  Refin- 
mg  Company,  Limited,  of  Hamilton,  Ontario,  and  ourselves  laid  a  complaint 
b^ore  the  raolroad  committee  of  the  Privy  Council  reeardinff  this  matter  some- 
time in  January  last.  The  complaint  was  heard  by  tne  railroad  committee  in 
February.  At  that  time  we  were  complaining  principally  of  the  discrimination 
in  freight  rates  on  local  shipments  on  Canadian  oil  as  against  American.  We 
also  complained  on  the  through  freight  rates  from  Black  Rock,  where  it  enters 
Canadian  territory,  to  Montreal  and  other  joints.  ^  So  far  as  that  investigation 
was  concerned  the  railways  raised  the  objection  that  the  railroad  conmiittee  had 
no  jurisdiction  over  foreign  freight,  or  at  least  freight  originating  in  foreign 
countries,  though  they  decided  afterwards  that  they  did  have  jurisdiction  over  it. 
On  the  local  n*eight  rate  they  threw  up  their  hands  and  admitted  that  they 
were  in  the  wrong.  It  was  a  put-up  job  m  the  start,  and  it  was  about  time  they 
admitted  it.  For  instance,  I  went  out  and  bought  a  barrel  of  Canadian  oil  and 
shipped  it  to  George  L.  Meikle  Company,  of  La  Shutte.  On  the  Canadian  oil  I 
paidf 77  cents  freight.  Taking  baiTels  of  450  x>ounds,  that  was  at  the  rate  of  17 
cents  per  100  pounds.  On  a  barrel  of  American  oil  I  paid  $1.08,  a  rate  of  24  cents 
per  100  pounds.  Here  are  the  original  bills  of  lading  smied  and  receipted.  I  also 
shipi>ed  a  barrel  of  each  kind  to  St.  Johns,  Quebec.  On  the  American  oil  I  paid 
$1.08  for  the  barrel,  or  24  cents  per  100  pounds,  and  on  the  Canadian  1  paid  54 
cents,  or  12  cents  per  100  pounds.    A  more  glaring  injustice  never  existed. 

Q.  When  you  delivered  this  oil  to  the  stations 

A.  (Interrupting.)  We  had  to  a&j  whether  it  was  American  or  Canadian. 

(^.  They  simply  made  up  the  freight  bills  accordingly? — ^A.  They  made  up  the 
freight  buls  accordingly,  and  you  had  to  mark  on  the  ireight  bills  whether  it  was 
American  or  Canadian. 

Q.  What  had  been  the  custom  before?  Had  they  been  shipping  at  the  same 
rates? — ^A.  Yes;  whether  American  or  Canadian  it  was  shipped  in  the  same  way 
at  tiie  usual  rate  of  freight. 

Q.  And  this  is  simply  a  rating  made  bv  these  roads? — ^A.  Tes;  and  we  think  at 
the  instigation  of  the  trust  to  prevent  us  from  marketing  our  goods  at  local  points. 
Not  satisfied  with  marking  iip  the  through  rates,  they  wanted  to  cripple  us  rmi;her 
by  charging  double  for  American  over  Canadian. 

Q.  Why  do  you  think  that  the  Standard  Oil  Company  was  back  of  that?— A. 
They  have  got  control  of  the  Canadian  business,  and  they  were  anxious  to  force 
people  to  use  Canadian  oil  by  making  it  impossible  to  get  American  oil. 

Q.  (By  Mr.  Clarke.)  Were  both  of  these  over  the  Qrand  Trunk?— A.  No,  sir; 
botn  over  the  Canadian  Pacific. 

g.  (By  Mr.  Jenes.)  On  what  roads  were  those  discriminations  made  against 
—A.  Both  roads. 
Q.  On  any  others? — ^A.  We  have  a  number  of  small  railways,  but  the  Grand 
Tnmk  and  Canadian  Pacific  railways  are  reallv  the  only  roads,  you  might  say, 
that  we  ^pped  by;  in  fact  they  are  tne  only  roads  running  into  Montreal.  There 
are  otiiers  running  in  there,  such  as  the  New  York  Central,  Delaware  and  Hud- 
son, and  some  others,  but  they  come  in  over  the  Grand  Trunk  tracks  or  the 
Canadian  Pacific. 

THE  MICHIQAN  CENTRAL  LOSES  STANDARD  BUSINESS. 

Q.  How  about  the  Michigan  Central? — A.  They  come  as  far  as  Hamilton,  but 
not  any  farther. 

Q.  Was  there  any  discrimination  made  to  Hamilton  and  through  that  part  of 
the  territory  t — A.  I  might  say  the  Michigan  Central  would  not  go  in  for  increas- 
ing these  freight  rates.  You  might  call  it  a  deal,  whatever  you  like.  The  exact 
result — they  told  our  people  that  the  Standard  Oil  Company  trust  had  taken  all 
their  freight  away  from  the  Michigan  Central.  Nothing  is  billed  over  the  Michi- 
gan Central,  and  the  Michigan  Central  is  still  giving  us  a  decent  freight  rate, 
what  it  was  formerly,  previous  to  October,  1898.* 

t  See  Hr.  Westgate,  pp.  376, 378,  379. 

s  Bee  Mr.  Westgate,  p.  379.    Cknnpare  tbe  case  of  the  Little  Bock  andHemphla,  p.  711. 


676  HEAKINUB   BEFORE    THE    INDU8TBIAI.   COMMISSION. 

(j.  Yon  think  there  wan  a  formal  agreement  between  the  Qrand  Tmnkand 
Canadian  Pacific  to  put  np  the  freight  on  oil,  but  none  of  the  other  roads  came 
into  the  agreement?— A.  No,  none  of  the  others  came  in;  no  other  had  anythine 
to  say  about  the  matter;  they  were  the  only  ones  that  c^uld  bring  it  into  Montreal 
and  other  points;  the  only  two  through  lines  we  have. 

Q.  You  say  you  are  informed  by  the  Michigan  Central  Company  that  the  Stand- 
ard Oil  Company  have  taken  away  their  business  since  this.  Did  that  informa- 
tion come  from  one  of  the  officials  or  from  some  one  in  authority? — ^A.  It  did, 
although  I  am  not  prepared  to  say  who  it  was  from. 

SUPPOSED    SPECIAL    RATES    TO    THE    STANDARD — COMPLAINTS    TO    THE    CANADUS 

GOVERNMENT. 

Q.  Will  you  explain  somewhat  further  in  reference  to  through  freight  rates?— 
A.  Of  course  we  were  not  satisfied  with  the  way  the  matter  was  handled  in  Feb- 
ruary last,  so  we  made  a  further  complaint  to  the  railroad  committee. 

Q.  Will  you  be  kind  enough  to  read  this  complaint  and  put  it  in  evidence  so  that 
we  can  have  it  exact? — A.  I  will.  I  might  say  I  took  this  matter  up  with  Mr. 
Blair,  minister  of  railways  and  canals,  and  he  wrote  me  on  Hay  15  last  as  foUowK 

Office  of  the  Minister  of  Railways  and  Canai^s, 

Ottatpa,  May  15, 1899. 

Gentlemen:  1  have  your  favor  of  May  12  before  me,  and  note  its  contents.  If 
you  have  found  any  good  reason  to  believe,  as  I  infer  you  have,  that  the  C.  P.  B. 
and  the  G.  T.  R.  are  carrying  the  Standard  Oil  Company's  products  at  a  lower 
figure  than  they  are  proposing  to  charge  you,  and  if  you  make  such  an  allegation 
and  ask  us  to  investigate  it,  the  railway  committee  will  summons  such  witeeissee 
to  Ottawa  as  you  may  think,  or  we  conclude,  will  on  oath  be  compelled  to 
acknowledge  the  facts.  We  will  not  permit  the  C.  P.  R.  or  G.  T.  R.,  or  any  other 
railway,  to  tell  us  that  it  is  none  of  the  business  of  the  public  to  ascertain  whether 
there  is  discrimination  or  preference.  It  is  essentially  our  business  to  see  that  it 
is  not  permitted.  I  will  have  the  deputy  minister  ascertain,  bevond  this,  whether 
there  are  any  facts  in  his  possession  with  regard  to  the  tariff,  or  which  he  can 
procure,  of  which  I  can  acquaint  you. 
Yours,  faithfully, 

Andw.  G.  Blaib. 

Gall-Schneider  Oil  Co.,  MontrecU. 

The  Witness  (reading  statement ).  Now,  this  is  our  complaint: 

To  the  Railway  Committee  of  the  Privy  Council: 

The  complaint  of  the  Sun  Oil  Refining  Company,  Limited,  and  the  Gall- 
Schneider  Oil  Company,  Limited,  with  reference  to  the  tolls  chaiyed  by  the  Grand 
Trunk  Railway  Company,  of  Canada,  and  the  Canadian  Pacific  Railway  Com- 
pany, upon  petroleum  and  its  products,  humbly  showeth — 

Your  complainants  are  companies  incorporated  under  the  laws  of  the  Provinces 
of  Ontario  and  Quebec,  respectively,  for  the  manufacture  and  sale  of  petroleum 
and  its  products,  and  have  their  places  of  business  and  manufactories  at  Hamilton 
and  Montreal,  respectively. 

Your  complainants  necessarily  import  from  the  United  States  large  qnantitiefi 
of  petroleum  and  its  products. 

According  to  the  uniform  classification  of  freight  prescribed  by  the  Gk>vemor 
in  Council  under  the  railway  act,  and  now  in  force,  illuminating  oil  and  lubricat- 
ing oil  in  wood  are  classed  as  fifth  class  for  car  lots  and  third  class  for  less  than 
car  lots. 

1.  The  said  railway  companies  under  like  conditions  and  circumstances  are 
naming  unjust  and  partial  discriminations  between  different  localities. 

2.  The  said  railway  companies  are  giving  secret  special  toll  rates,  rebates,  and 
concessions  to  the  Standard  Oil  Company  and  {)erson8  and  corxx>rations  affiliating 
with  them  on  freight  carried  over  their  respective  roads. 

3.  The  said  railway  companies  have  been  since  October  1  last,  and  are  at  the 
present  time,  discriminating  with  regard  to  freight  rate  charges  in  favor  of  the 
Standard  Oil  Company  and  others  affiliating  with  them  against  independent  ship- 
pers, and  all  oils  shipped  by  the  Standard  Oil  Company  and  said  other  x)er8onsand 
companies  from  all  points  in  the  United  States  coming  into  Canada  are  carried  at 
a  less  rate  of  fi*eight  than  the  same  class  of  goods  shipped  by  the  index>end6nt 
refiners  competing  against  the  Standard  Oil  Company  and  said  other  companies. 

4.  The  said  companies  are  at  present  and  have  been  since  October  1  last  charg- 
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ing  35  cents  per  100  ponndB  from  Buffalo  and  Suspension  Bridge  to  Montreal,  as 
per  their  tariff  issued  at  Montreal,^  while  they  change  only  25  cents  x>er  100  pounds 
from  Samia  to  Montreal  on  the  same  class  of  goods,  notwithstanding  the  fact  that 
the  distance  from  Samia  to  Montreal  is  77  miles  more  than  that  from  Suspension 
Bridge  to  Montreal. 

5.  On  all  oils  shipped  from  Buffalo  and  Suspension  Bridge  to  Montreal  b^  the 
Standard  Oil  Ck)mpany  and  its  connections  the  said  railway  comx>anieB  are  giving 
a  secret  rebate  or  reduction. 

6.  Shippers  not  connected  with  the  Standard  Oil  Company  and  its  connections  are 
charged  on  shipments  from  Suspension  Bridge  to  St.  John,  New  Brunswick,  on 
carload  lots,  45  cents  per  100^  while  shippers  from  Samia  are  charged  90  cents  per 
100,  although  the  distance  from  Samia  is  77  miles  greater  than  from  Suspension 
Bridge  to  St.  John,  New  Brunswick. 

7.  On  all  other  x>oint8  on  the  international  boundary  to  which  shipments  of  oil 
are  made  the  same  discrimination  was  made  in  favor  of  and  rebate  siven  to 
the  Standard  Oil  Company  and  companies  and  persons  affiliating  wiui  them, 
against  their  competitors. 

8.  By  reason  of  the  facts  herein  complained  of,  your  complainants  have  sustained 
loss  and  are  greatly  imx>eded  in  the  transaction  of  their  business. 

9.  Your  complainants  therefore  submit  that  an  order  ^ould  be  made  directing 
the  said  railway  companies  to  discontinue  those  illegsJ  acts,  and  to  refund  afi 
overcharges  which  they  have  so  collected  from  your  said  complainants. 

And  that  such  further  order  may  be  made  with  reference  thereto  as  to  your 
committee  may  seem  meet  and  the  circumstances  of  the  case  may  require. 

And  that  for  the  purpose  aforesaid  full  inquiry  into  the  matters  nerein  com- 
plained of  may  be  made. 
Dated  at  Hamilton,  June  7, 1899. 

The  Sun  Oil  Refining  Company  of  Hamilton,  Limited. 
The  Gall-Schneidee  Oil  Company,  Limited, 
By  Staunton  &  0*Heir,  their  Solicitor's. 

Q.  (By  Mr.  Jenks.)  I  note  that  you  speak  of  secret  rebates  that  have  been 
given  to  the  Standard  Oil  Company.  Did  you  have  any  positive  proof  that  secret 
rebates  had  been  given? — ^A.  We  hope  to  be  able  to  establish  that  fact  if  we  get  the 
right  men  before  the  railway  committee.  I  have  good  reason  to  believe  and  do 
believe  that  such  is  the  case. 

Q.  But  as  yet  you  have  not  brought  that  out? — A.  As  yet  I  have  not  brought 
that  out. 

Q.  Does  the  Standard  Oil  Company  ship  any  American  oil  into  Canada? — A. 
They  do;  but  very  little  in  comparison  with  former  years.* 

Q.  Their  expectation,  apparently,  is  to  supply  the  Canadian  market  with  the 
oil  there,  in  which  there  is  tne  largest  profit? — ^A.  Yes;  so  long  as  the  duty  remains 
as  it  is. 

Q.  Have  you  any  reason  to  think  that  for  the  American  oil  which  they  do  ship 
into  the  country  they  pay  any  less  rate  of  freight  than  you  do? — A.  I  certainly  do, 
and  I  have  a  f^ood  reason  to  oelieve  so. 

Q.  The  main  charge,  however,  is  this,  that  discrimination  is  made  between 
American  and  Canadian  oil  to  the  detriment  of  those  people  who  are  dealing  in 
American  oil? — A.  No ;  we  do  not  charge  that  exactly.  W  e  charge  that  the  Stand- 
ard Oil  Company  and  companies  connected  with  them  are  getting  a  lower  freight 
rate  than  we  do,  or  at  least  than  the  independent  shippers  do. 

Q.  In  every  way  and  over  all  the  roads? — ^A.  Well,  very  nearly;  anywhere  and 
everywhere. 

Q.  (By  Mr.  Farquhae.)  You  mean  on  Canadian  oil? — ^A.  Any  oil.  There  is 
nobody  else  handling  Canadian  oil  except  themselves.  You  can  not  buy  a  gallon 
of  oil  unless  they  see  fit  to  sell. 

THE  STANDABD  WILL   NOT    SELL   IN    CANADA    EXCEPT    TO    THOSE  WHO  AGREE  TO 

BUY  ONLY  FROM  THEM. 

Q.  (By  Mr.  Jenks.)  Do  you  know  whether  they  refuse  to  sell  Canadian  oil  to 
anyone;  for  instance,  have  you  offered  to  buy? — A.  I  have  tried  to  buy,  and  they 
re/nsed  to  sell. 

Q.  As  a  matter  of  fact  you  can  not  get  any  Standard  Oil  Company  products  to 
handle? — ^A.  We  can  not  ^et  any  to  handle  unless  we  get  it  from  an  outsider. 

Q.  l>oes  this  same  fact  m  reference  to  their  refusing  their  products  apply  to  the 
Snn  Oil  Comx>any,  of  Hamilton? — A.  Yes;  precisely  the  same. 

>  See  Mr.  Westgate,  p.  878. 

*  Bee  p.  680, aa  to  importations  by  independents;  Mr.  Page,  p.  788. 
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Q.  And  aU  others  excopt  thoAe  formally  recognized  as  their  agents?— A.  Yes; 
tho8^  who  buy  exclusively  from  them. 

Q.  Have  you  any  knowledge  of  that  fact,  that  they  insist  npon  Uieir  dealen 
makinK  an  agreement  that  they  will  bny  only  from  them? — A.  Yes. 

Q.  Yon  have  {xMitive  information  of  that  fact? — A.  They  have  asked  me  two  or 
three  different  times — sent  a  man  to  ns,  and  asked  ns  to  bny  aU  onr  stuff  from 
them  and  stop  ttia  inquiry  and  all  that  kind  of  thing,  which,  of  course,  we  refused 
to  do. 

Q.  ( B v  Representative  Livino»ton.  )  What  inducement  did  they  offer  you  to  do 
it? — A.  Well,  they  wanted  to  charge  us  about  twice  what  the  stock  is  worth, and 
to  cripple  us  as  8(x>n  as  thev  could;  that  was  about  the  inducement,  but  they  did 
not  put  it  in  that  form.    They  offered  us  no  inducement  whatever. 

IS  IT  TO  PROTECT  THE  CANADIAN  INDUSTRY? 

Q.  (By  Mr.  Farqchar.)  Is  there  evidently  a  policy  on  the  part  of  the  Cana- 
dian roads  to  build  up  Canadian  oil  as  against  the  American  product  by  making 
the  rates  they  do? — A.  I  asked  Mr.  Boa  worth,  general  freight  agent  of  the  Cana- 
dian Pacific,  and  he  replied  that  he  wanted  to  protect  the  Canadian  industry. 

Q.  Has  not  that  been  the  plan  of  your  government  in  making  as  much  discrimi- 
nation as  it  could  against  the  American  product? — A.  In  past  years  it  has  been; 
I  can  not  say  it  has  been  under  the  present  government. 

Q.  Is  it  not  of  advantage  to  the  Grand  Trunk  and  Canadian  Pacific  to  take  the 
through  rate  and  a  short  naul  on  the  Canadian  lines  with  the  Canadian  market  in 
preference  to  prorating  with  American  lines  in  competition  south  of  the  St 
Lawrence? — A.  It  certainly  is  not;  I  can  not  see  where  it  comes  in,  because  (ffi 
oils  it  is  only  a  distance  of  75  miles  less. 

(^.  rBy  RepreHentative  Livinoston.)  Is  it  not  done  as  a  retaliatory  measure 
entirely? — A.  I  do  not  think  it  is. 

Q.  (By  Mr.  Farquhar.)  Has  it  not  been  the  policy  as  announced  in  the  Cana- 
dian press,  and  declared  by  your  ministers,  to  take  care  of  your  products  as  against 
anything  imported  across  the  line? — A.  Well,  it  was  previous  to  l^e  present 
administration.    I  can  not  say  such  is  the  case  at  the  present  time. 

Q.  Do  not  the  two  roads  there  that  are  backed  up  by  forei^  capital,  Canadian 
capital,  and  subsidized,  uniformly  make  rates  to  tne  Canadians  to  the  disadvan- 
tage of  the  Americans? — A.  That  is  what  they  have  done,  if  you  look  at  it  that 
way. 

(j.  (By  Mr.  Smyth.  )Doe8  the  Standard  Oil  Company  produce  crude  petro- 
leum m  Canada? — A.  Well,  men  connected  with  the  Standard  Oil  Company  do. 
The  Standard,  as  a  comx>any,  owns  very  little. 

RISKS  OF  starting  AN  INDEPENDENT  REFINERT^NOT  MUCH   RISK    TO    THE 

STANDARD. 

They  are  simply  refiners,  are  they,  in  Canada?— A.  Yes. 
Can  not  anyone  buy  that  crude  petroleum  in  Canada? — ^A.  They  can;  yes. 
And  they  could  refme  it  if  they  wanted  to? — A.  If  they  felt  so  inclinea  they 
could. 

9-  Then  when  you  say  no  one  can  buy  Canadian  refined  oil  except  with  the  per- 
misHion  of  the  Standard  Oil  Company,  it  is  because  they  do  not  cmoose  to  re&ie 
it? — A.  Anyone  who  is  familiar  with  the  StandfU'd's  operations  in  the  past  would 
think  twice  before  he  put  up  a  refinery  in  Siu*nia,  or  anywhere,  to  refilne  Canadian 
oil. 

Q.  (By  Representative  Livingston.)  If  they  did,  tell  us  what  the  Standard  Oil 
Company  would  do  with  them,  judging  the  future  by  the  past? — ^A.  I  suppose  they 
would  lower  the  price  at  certain  points  and  run  them  out  of  business  as  fast  as 
they  could.  Then  there  is  the  uncertainty  about  Hie  duty.  The  government,  it 
is  expected,  will  remove  the  whole  or  part  of  that  duty,  and  if  tiiey  did,  a  refinery 
in  Canada  would  not  be  worth  much. 

O.  ( By  Mr.  Smyth  . )  Then  the  Standard  Oil  Company  in  buying  those  refineries 
in  Canada  have  taken  a  very  big  risk  if  they  gave  165,000  for  a  refinery  that  was 
only  worth  $10,(X)0?— A.  They  have  made  that  10  times  over  inj;he  last  8  months. 

9-  (By  Representative  Livingston.)  They  have  the  railroads  in  Canada  sub- 
sidizeu  or  under  their  control,  have  they? — A.  I  think  they  have. 

Q.  Tlien  they  do  not  take  much  risk?— A.  I  do  not  think  they  do. 

Q.  (By  Mr.  Smyth.)  They  take  the  risk  of  the  tariff,  and  you  think  that  no  one 
would  invest  in  the  refinery?— A.  That  is,  an  outsider.    The  Standard  CWl  Com- 
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pany  is  a  different  concern  altogether  from  any  private  individual.  It  is  not  run 
on  what  are  known  as  business  principles  at  all;  at  least,  not  what  might  be  called 
honorable. 

CRUDE  OIL  HAS  BEEN  HIGHER — REFINED  WAS  NEVER  SO  HIQH. 

Q.  Do  you  consider  that  the  price  of  crude  oil  has  advanced  to  $1.60  as  against 
$1.40  and  $1.30? — A.  Of  course,  as  I  said  before,  I  do  not  Imow  much  about  the 
refining  part  of  it,  but  it  strikes  me  that  a  difference  of  20  cents  a  barrel  does  not 
warrant  an  advance  of  5  or  6  cents  a  gallon  on  the  refined  product. 

Q.  But  it  has  only  been  advanced  from  14^  cents;  that  is  not  5  or  6  cents  a  gal- 
lon?—A.  But  in  past  years  crude  oil  has  been  a  great  deal  higher  than  it  is;  and 
the  price  of  oil  never  was  known  to  be  as  high.  I  do  not  remember  of  oil  being 
as  high  as  it  is  to-day.  In  1896  crude  oil  was  as  high  as  $1.72,  while  oil  was 
selling  for  14^  cents  delivered  in  Montreal. 

Q.  Do  you  think  there  is  any  profit  in  it?  Were  not  business  conditions  very 
much  depressed  in  1896?  Is  there  not  very  much  more  margin  of  profit  in  aU 
business  to-day  as  comx>aTed  with  1896? — ^A.  There  is  for  some  people,  the  Stand- 
ard Oil  Conipany  in  particular.    We  do  not  find  it  so. 

Q.  Now,  do  I  understand  you  that  the  Standard  Oil  Company  is  the  sole  buyer 
of  crude  oil  in  Canada? — A.  They  are. 

Q.  And  yet  they  have  advanced  the  price  from  $1.45  to  $1.60?— A.  Yes;  that  is 
done  to  encourage  production,  because  they  find,  as  I  explained  before,  that  it 
pays  them  better  to  refine  Canadian  than  it  does  to  import  the  American.  They 
want  to  increase  the  production  because  it  pays  them  much  better  to  do  so. 

Q.  Have  they  not  reaUy  bid  against  themselves  in  raising  the  market  price  from 
$1.45  to  $1.60  for  crude?— A.  They  have. 

Q.  (Bv  Representative  Livingston.)  But  you  say  while  they  have  done  that 
they  make  more  money  by  it? — A.  They  certainly  do. 

Q.  (By  Mr.  Smyth.)  At  the  same  tmie  the  producer  of  crude  petroleum  is 
getting  15  or  20  cents  more  i)er  barrel  than  he  got  before? — A.  But  he  is  getting 
12  cents  a  barrel  less  than  he  did  in  1896,  and  the  dealer  is  paying  2^  to  3  cents  a 
gallon  more  for  his  refined  oil. 

Q.  That  may  be,  but  the  business  conditions  may  be  very  different. — ^A.  Yes; 
thev  are.  It  is  the  Standard  Oil  Company  that  is  running  the  business  now;  that 
is  tne  difference. 

PRODUCERS  YEBSUS  CONSUMEICS. 

Q.  (By  Mr.  Phillips.)  Do  ^rou  state  that  the  Standard  Oil  Company  had  to  put 
up  the  price  of  oil  in  order  to  induce  development?  There  are  a  large  number  of 
persons  outside  of  the  Standard  Oil  Company  that  are  engaged  in  the  producing 
business  in  Canada. — A.  Yes. 

Q.  Do  we  understand,  then,  that  they  put  up  the  price  of  oil  in  order  to  increase 
production,  because  there  was  a  much  larger  profit  in  refining  Canadian  oil  than 
m  importing  American  oil? — ^A.  lliat  is  precisely  the  idea,  as  I  understand  it,  and 
as  it  IS  generally  understood;  that  they  advance  the  price  oecause  it  pays  them  so 
much  better  a  profit  to  refine  the  Canadian  product  than  to  import  the  other, 
because  there  is  a  duty  of  5  cents. 

Q.  (By  Mr.  Smyth.)  But  the  effect  in  the  oil-producing  regions  has  been  bene- 
ficial?— A.  Yes. 

Q.  It  has  caused  more  wells  to  be  drilled? — ^A.  Yes.  There  is  a  market  for 
much  more  oil  in  Canada  than  is  produced  there^  and  they  want  to  benefit  by  it,  I 
suppose. 

Q.  But  the  people  are  benefiting  by  it  also,  are  they  not? — A.  Some  of  them,  I 
suppose,  do,  and  some  do  not. 

Q.  Well,  they  are  producing  more  oil  and  getting  a  higher  price  for  it? — ^A.  I  do 
not  know  that  they  are  producing  more  oil.  They  may  be,  but,  anyway,  up  to  1898 
the  production  was  about  even. 

9-  (By  Representative  Livingston;.)  How  is  the  consumer  faring  while  that  is 
going  on;  is  he  getting  his  oil  for  less  money  and  making  money  by  it? — ^A.  No,  sir. 

Q.  What  is  the  ratio  between  the  producer  and  the  consumer  as  to  population, 
as  to  numbers? — A.  I  do  not  know  how  manv  producers  there  are;  there  are  quite 
a  number  of  them,  but  I  would  not  undertake  to  say. 


Q.  About  1  to  100?— A.  No;  not  1  in  10,000. 


Then  where  1  in  10,000  is  making  money  9,999  are  losing  it?— A.  Well,  they 
are'^paying  a  good  deal  more  for  their  light. 
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THE  TARIFF  ON  OIL. 

Q.  (ByMr.  Fabquhar.)  Howlongr  has  this  5-oenttari£f  rate  been  in  ezifltenoe?— 
A.  It  ncied  to  l)e  7  and  6,  if  I  rememoer  right,  although  I  am  only  taking  it  from 
memory;  I  think  it  was  the  late  Conaervatiye  government  that  rednoed  it  to  5; 
that  would  be  the  last  session,  in  1896.  The  present  Liberal  gOYemment  said  they 
were  going  to  wipe  ont  all  these  iniquities.  They  may  be  going  to  do  it,  hut  they 
have  not  done  it  yet. 

Q.  So  the  remedy  lies  with  the  Canadians  in  establishinga  tariff  that  will  admit 
American  oil  and  bring  the  Standard's  price  down? — A.  The  remedy  lies  in  that 
and  in  obliging  the  railways  to  carry  petroleum  products  at  a  reasonable  frei^ 
rate. 

(^.  You  would  say  that  these  Canadian  railroads,  through  eetablishing  these 
tariff  rates,  discriminating  in  favor  of  Canadian  oU,  are  carrying  out  the  policy 
of  the  Canadian  government,  whether  it  is  Liberal  or  Tory? — ^A.  No,  sir;  most 
decidedly  not. 

Q.  You  think  not? — A.  No,  sir;  I  think  they  were  carrying  out  the  policy  of  the 
Standard  Oil  Trust.    I  do  not  think  it  emanates  from  any  other  source. 

Q.  Then  you  would  say  that  if  they  charge  that  5-cent  rate,  and  do  not  lower  it 
to  3  or  2,  and  allow  competition,  the  Canadian  government  is  really  in  aid  of  the 
Standard  Oil  Trust? — A.  Of  course  that  has  been  standing  for  a  long  time- 
this  duty.  If  they  would  remove  that  it  would  help  us  greatly,  but  while  they 
allow  the  railways  the  monopoly  of  freight  rates  I  do  not  know  where  they  may 
put  them  to. 

FRBIOHT  DISCRIMINATIONS  (RBBUMBD). 

Q.  (B^  Mr.  Jbnks.  )  IX>  I  understand  you  to  say,  in  regard  to  local  rates  in 
Canada  itself,  that  the  railroads  had  all  l)een  compelled  to  put  back  the  rate  and 
make  it  the  same  on  American  oil  as  on  Canadian? — ^A.  Yes;  the^r  did. 

Q.  And  the  only  discrimination  now  that  remains  i^inst  you  in  the  Canadian 
rates  is  on  the  oil  that  is  imported,  on  which  there  is  a  through  rate  from  the 
United  States? — A.  Yes.  Of  course  if  we  can  not  get  through  rates  on  the  oil 
our  stuff  does  not  reach  a  local-rate  town,  and  it  doesn't  amount  to  **  shucte.'" 

Q.  (By  Mr.  Smtth.)  Have  vou  evidence  as  to  the  rates  of  freight  charged  the 
Standard  Oil  Company  from  the  United  States  into  Canada,  as  compared  with  the 
rates  you  and  other  independent  dealers  in  oil  have  to  pay? — A.  We  have  proved 
nothing  yet.  The  railways  sajr  the  freight  is  alike  to  tnem  and  all  others,  but  we 
don't  believe  it,  and  we  hope — ^in  fact,  we  believe— that  we  can  prove  that  such  is 
not  the  case  when  we  are  given  an  opportunity  to  do  so. 

WAGES. 

Q.  (By  Mr.  Jenks.)  Have  you  any  infermation  with  reference  to  the  rates  of 
wages  that  are  paid  by  the  Standard  Oil  Company  in  their  refineries  as  compared 
with  the  rates  that  were  paid  before?— A.  No;  I  know  nothing  about  tiiat,  except 
that  I  did  hear  that  their  men  were  complaining  in  Montreal,  at  their  establishment 
there,  that  they  had  reduced  their  wages.  Beyond  that  I  have  no  definite 
knowledge 

Q.  (By  Mr.  Farquhar.)  Your  last  answer  was  hearsay;  you  know  nothing 
about  it? — A.  Yes;  from  the  men  I  know  nothing  about  it. 

INDEPENDENT  IMPORTERS  IN  CANADA,  AND  WHERE  THEY  BUY. 

(^.  (By  Mr.  Phillips.)  Do  the  independents  in  Canada  import  more  American 
oil  into  Canada  than  the  Standard? — ^A.  I  do  not  know.  I  should  not  want  to  say 
that  they  import  more,  but  the  imporiations  into  Canada  by  independent  have 
been  largely  increased  during  the  past  15  months. 

Q.  What  refining  companies  in  the  United  States,  independents,  export  or 
import  their  oil? — A.  The  Sun  Oil  Company  and  ours  are  the  chief  importers  in 
Canada,  and,  in  fact,  the  only  ones  I  know  of  at  the  present  time.  We  imxK>rt  all 
our  stuff,  or  nearly  all,  from  the  Com  Planter  Refining  Company,  in  Warren,  and 
the  Warren  Refining  Company,  in  Warren,  Pa.  We  also  import  some  from  the 
Craig  Oil  Company,  in  Toledo.  We  have  bought  a  good  deal  from  the  Paragon 
Refining  Company,  in  Toledo,  and  we  have  bought  some  from  Scofield,  Schurmer 
&  Teagle,  in  Cleveland,  I  think. 
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AMERICAN  OUi  BETTER  THAN  CANADIAN,  AND  PENNSYLVANIA  BETTER  THAN  OHIO. 

Q.  Is  this  oil  that  is  bonght  by  yon,  the  independent  oil,  considered  better  than 
the  Standard  or  eqnal? — A.  From  what  I  can  learn  from  the  consumers,  the  oil 
that  we  have  been  selling  as  American  oil,  which  it  was,  is  considered  mnch 
better  than  what  the  Standard  was  selling  them  as  Pennsylvania  oil.  As  a  matter 
of  fact,  I  think  they  had  been  giving  them  for  years  the  Ohio  product  and  putting 
it  off  as  Pennsylvania  oil,  although  I  have  nothing  to  prove  that  by,  except  that 
the  people  have  said  that  they  considered  what  we  were  giving  them  f  ar  oetter. 

Q.  At  the  same  price  the  citizens  of  Canada  would  buy  of  the  independents  in 
preference  to  the  Standard,  would  they? — ^A.  Every  time.  There  is  not  1  instance 
m  1,000  but  they  will  give  us  the  preference  over  the  Standard. 

(^.  You  speak  of  importing  oil  from  Toledo,  Ohio.  That  is  what  is  called  the 
Ohio  or  Lima  oil,  is  it? — ^A.  I  think  so. 

Q.  Do  you  sell  that  as  Ohio  oil? — A.  Oh,  yes. 

Q.  And  you  make  a  difference  in  price  between  the  Ohio  oil  and  the  Pennsyl- 
vania oil?— A.  Oh,  yes. 

Q.  You  sell  them  for  what  they  are? — ^A.  For  what  they  are.  We  sold  the  Ohio 
oil  last  faU — ^that  is,  about  this  time  last  year — at  precisely  the  same  price  that 
they  were  selling  Canadian  oil  at.  We  were  paying  those  excessive  freight  rates 
and  5  cents  duty,  but  we  stUl  sold  it  at  precisely  the  same  price  that  they  did, 
and  we  did  not  lose  anything  by  it,  although  I  amnit  we  did  not  make  much. 

Q.  (By  Mr.  Smyth.)  The  Canadian  puolic  would  not  pay  you  more  for  that 
oil? — ^A.  They  would  at  that  time,  but  they  would  not  sometimes;  but  we  did  not 
want  to  ask  them  any  more  at  that  time. 

Q.  Is  it  not  recognized  in  Canada  among  the  consumers  that  the  American  oil 
is  better  than  the  Canadian? — ^A.  It  certainly  is. 

Q.  And  yet  they  wiU  not  i)ay  more  for  it? — ^A.  They  will;  but  at  that  time  we 
were  not  asking  more  for  it. 

Q.  (By  Mr.  Jenks.)  What  difference  do  you  make  in  prices  between  the  Penn- 
sylvania product  and  the  Ohio  product? — A.  Well,  generally  about  a  cent  or  a 
cent  and  a  half.  * 

(i.  (By  Mr.  Smyth.)  Do  you  sell  much  Pennsylvania  oil? — A.  Yes,  we  sell 
a  lot  of  It. 

Q.  The  parties  you  mention  that  you  deal  with  were  mostly  Ohio  people.  Whom 
do  yon  buy  from  m  Pennsylvania? — A.  From  the  Com  Planter  Refining  Company 
and  the  Warren  Refining  Company.  I  might  say  that  the  men  who  are  inter- 
ested in  these  two  companies  are  also  interested  in  our  concern  in  Montreal,  and 
also  in  the  Sun  Oil  Refining  Company,  in  Hamilton.  Mr.  Jameson  is  a  share- 
holder in  our  comx>any,  and  so  is  Mr.  Todd,  of  the  Com  Planter.  They  are  also 
shareholders  in  the  Sun  Oil  Company,  in  Hamilton. 

CANADIAN  OIL.  DUTY  DISPROPORTIONATELY  HIGH. 

Q.  (By  Mr.  Clarke.)  You  think  that  the  Canadian  duties  on  American  oil  are 
disproportionately  high;  that  is,  higher  than  the  duties  on  other  products  that 
are  imported? — ^A.  Oh,  yes.  Take,  for  instance ^  the  oil  that  we  bought  in  Ohio 
last  year.  It  was  worth  about,  say,  8  cents  a  wine  gallon,  and  the  duty  was  5 
cents  a  gallon  on  it.  Of  course,  to-day  Ohio  oil  is  worth  considerably  more 
money,  but  the  duty  is  still  very,  very  high.  I  know  of  nothiifg  in  the  whole  list — 
there  niay  be  some  things — but  I  know  of  nothing  that  compares  with  oil.  And 
Mr.  Fielding,  in  his  budget  speech  last  year  before  the  house,  said  there  was  nothing 
he  had  any  apology  to  offer  for  but  coal  oil.  He  did  mention  that,  and  said  that  he 
regretted  he  had  not  been  able  to  remove  any  duty  from  that  then.  It  was  the 
oiuy  thing  he  apologized  for,  which  would  go  to  show  that  there  was  nothing  else 
to  compare  witii  it. 

Q.  Have  you  figured  out  what  the  percentages  of  duty  on  oil  and  on  other  prod- 
ucts -would  be? — A.  No,  I  have  not;  out  the  duty  generally  goes  all  the  way  from 
10  to  25,  80,  and  even  40  and  45  "per  cent;  and  even  if  it  went  to  50,  it  is  still  away 
behind  the  oil.    I  do  not  know  of  anything  that  comes  anywhere  near  that. 

Q.  (By  Mr.  Conger.)  What  is  the  percentage  on  the  oil.  approximately? — ^A. 
That  -would  depend  largely  on  the  cost.  We  pay  5  cents  a  gallon  regardless  of  the 
coet,  unless  it  is  an  oil  that  costs  over  25  cents  a  gallon;  then  we  pay  25  per  cent. 
Of  cotiTse  you  know  there  are  no  oils  sold  for  25  cents,  or  very  little,  and  hence 
we  are  not  much  concerned  with  that. 

1  As  to  the  relative  qiiallty  of  Pennsylvania  and  Ohio  oil.  see  Mr.  Lee,  pp.  275, 878;  Mr.  Arohbold^ 
p.  6Se;  Mr.  Bmery,  p.  034. 
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Q.  (By  RepreRentative  Livinobton.)  What  i»  the  price  of  crude  oil  in  Ohio?— 
A.  I  do  not  know. 

Q,  What  is  the  price  of  the  cmde  oil  that  von  bny  this  side  of  the  line  to-day?— 
A.  We  do  not  bny  any  cmde  oil;  it  is  the  refined  only  that  we  buy. 

S.  What  is  the  price  of  the  oil  you  buy?— A.  We  have  bought  some  for  3,  S|, 
Si,  and  lately  we  bought  3  tanks  that  cost  us,  if  my  memory  serves  me 
right,  5i. 

Q.  Then,  at  5  cents'  tari£F,  what  is  the  percentage;  isn't  it  over  100  per  cent?— A. 
Well,  that  is  over  100  per  cent. 

Q.  (By  Mr.  Clarke.)  What  was  Mr.  Fielding's  reason  for  being  unwiUiog 
to  propose  a  reduction  of  the  duty  on  coal  oil? — ^A.  As  nearly  as  I  can  remember, 
he  merely  said  that  everything  and  everybody  was  prosperous  or  was  prospering, 
and  it  was  not  advisable  at  that  time  to  disturb  any  of  the  other  industries,  and 
hence  he  had  not  done  anything  with  the  coal-oil  duty,  because  it  would  have 
been  the  onlv  one  that  he  would  nave  wanted  to  touch  at  that  time. 

Q.  It  is  a  fact,  is  it  not,  that  the  Canadian  government  derives  a  considerable 
revenue  from  the  importations  of  oil? — A.  It  does. 

Q.  And  it  needs  that  revenue — depends  on  it  largely  for  government  expenses? 

Q.  (By  Representative  Litinoston.  )  Does  the  Canadian  government  want  that 
tax  for  revenue,  or  what  do  they  want  it  for? — A.  That  particular  tax? 

3.  Yes. — A.  I  do  not  think  it  needs  it;  I  do  not  see  why  it  does. 
.  (By  Mr.  Clabke.)  Do  you  not  think  the  ministers  consider  that  they  need 
it? — A.  From  Mr.  Fiel<ung*H  own  remarks  I  should  not  say  that  they  tliought  they 
needed  it.    He  did  not  say  anything  about  it  at  that  time. 

Q.  (By  Mr.  Smtth.  )  Do  you  know  how  much  it  amounts  to  a  year  to  the  Cana- 
dian government?— A.  No;*  I  could  not  tell  you.  I  suppose  you  could  find  oat 
from  this  [producing  bookl.  In  1898  there  were  6,880,734  gallons, at  5  centra 
gallon;  just  what  that  would  amount  to  I  have  not  figured  out. 

COST  OF  OHIO  OIL,   FREIGHT   AND  DUTY  PAID,  AMD  BARRKT.KD. 

<^.  This  oil  that  you  bought  in  Ohio,  you  say,  at  5  cents  a  gallon;  what  is  the 
freight  on  it  to  Montreal? — A.  Forty-three  cents  per  100,  at  the  present  time. 

Q.  How  much  would  that  be  on  a  gallon? — ^A.  1  figure  that  it  costs  us  3^  cents 
on  an  imx)erial  gallon. 

Q.  That  would  make  it  cost  18  or  14  cents? — ^A.  It  costs  us  more  than  that  when 
we  count  the  cost  of  barreling  it.  We  have  to  barrel  it,  of  course.  After  the  1st 
of  October,  18U8,  they  did  charge  us  as  high  as  46^  cents  from  Toledo,  and  previous 
to  that  time  the  rate  from  Toledo  was  29^  cents.  We  pay  43^  cents  from  Warren 
to  Montreal;  and  before  the  Standard  got  control  of  the  market  we  got  a  rate  as 
low  as  28  cents — that  was  no  later  than  April,  1898—23  cents  from  Warren.  But 
when  you  go  and  ask  the  railway  people  anything  about  it,  they  simply  will  not 
talk  to  you;  they  do  not  throw  a  man  out,  but  they  do  the  next  thing  to  it;  they 
will  not  have  anything  to  say  about  it. 

Q.  You  really  could  not  sell  that  oil  below  17  cents  and  make  a  profit  on  it  after 
paying  that  high  freight  and  paying  the  duty? — ^A.  No;  we  can  not  sell  it  at  that 
price  to-day. 

Q.  The  freight  is  double  what  it  was  a  few  years  ago? — ^A.  Almost. 

Q.  Forty-three  and  23?— A.  Forty-three  is  what  they  charge  from  Toledo 
now,  although  they  did  charge  us  as  high  as  46;  and  from  Warren,  which  was  as 
low  as  23 — that  was  in  April,  1898 — ^it  is  very  nearly  double. 

Q.  Then,  one  reason  why  the  price  of  oil  is  higher  in  Canada  to-day  is  the 
high  freight  charge? — A,  Yes. 

Q.  And  with  the  duty  and  the  cost  there  is  not  very  much  profit  in  it  at  17 
cents? — ^A.  There  is  no  profit  in  it  at  17  cents.  We  can  not  sell  any  Ohio  oil  at  17 
cents.  I  figured  it  out.  In  barrels  it  costs  us  17  cents  an  imperial  gallon;  so  we 
can  not  do  anything  with  it.  We  can  not  sell  it  for  less  than  18  or  over,  and  make 
anything  on  it. 

SUPPOSED  RAILROAD  DISCRIMINATIONS  IN  FAVOR  OF  THE  STANDARD. 

Q.  Do  vou  blame  the  Standard  Oil  Company  for  all  that  increase  in  the  price 
of  refined  oil? — A.  I  do,  so  far  as  freight  is  concerned. 

Q.  You  think  thejr  instigate  that  high  freight  from  Toledo  and  Warren?- A. 
Yes.  We  knew  nothing  about  this,  mind  you ,  from  the  railway  companies.  They 
are  supposed  to  give  due  notice  or  post  a  notice  in  the  stations,  etc.,  as  regiurds 
an  advance  of  freight  or  any  other  notice  of  that  kind;  but  we  knew  nothing 
about  that.    I  heard  of  it  first  from  our  people  in  Warren.    They  had  got 
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hold  of  it  in  some  way  or  other — I  do  not  know  how — ^and  I  went  up  and  for  10 
da^TB  I  tried  to  find  ont  from  the  Canadian  Pacific  Railway  what  the  freight  was 
going  to  be,  what  the  increase  was  Koing  to  be,  and  I  could  get  no  satisfaction 
whatever.  It  was  in  the  afternoon  of  September  80, 1898,  about  half  past  3,  that 
they  told  me  what  the  rate  was  going  to  be,  and  the  Standard  knew  all  about  it, 
because  their  man  was  running  around  the  office  there  as  though  he  owned  the 
office.  Nobody  else  could  get  anything.  They  would  tell  you  tnat  they  had  no 
time;  they  would  not  talk  to  you  and  they  would  not  listen  to  you  about  it.  We 
could  not  get  any  information,  although  they  knew  all  about  it. 

Q.  That  is  your  supposition,  that  iney  knew  anything  about  it? — A.  Well,  I 
know  as  nearly  as  I  (now  anvtlmig  that  they  knew  about  it,  because  they  got  a 
large  lot  of  oil  in  at  that  time,  oef ore  these  freight  rates  came  up.  Just  why  they 
brought  that  in  I  could  not  make  out;  but  they  must  have  known.  Ajiy  amount 
of  it  came  in  about  the  dOth  of  September  and  along  about  the  Ist  of  October, 
which  must  have  been  on  the  way  at  that  time. 

Q.  You  think  that  the  Standard  Oil  Company  pay  the  same  rates  from  Penn- 
svlvania  and  Ohio  that  you  do? — ^A.  No;  I  certainly  do  not;  I  do  not  think  any- 
thing of  the  kind.    The  railways  say  they  do»  but  I  do  not  believe  it. 

Q.  Tou  think  they  absolutely  i)ay  it  and  there  is  a  rebate? — ^A.  Yes. 

WATER  ROUTES. 

Q.  (By  Mr.  Jbnks.)  Is  any  oil  shipped  in  by  water  from  Toledo?— A.  Last  year 
we  had  a  lot  of  contracts  on  hand,  and  we  had  to  fill  them  in  some  way.  We 
could  not  bring  in  oil  by  rail  to  fill  them,  because  the  rate  from  Toledo  to  Montreal 
was  advanced  rrom  29i  cents  to  46i  cents  per  100  pounds,  on  October  1,  1898;  and 
the  only  notice  we  had  was  given  to  us  at  half  past  3  in  the  afternoon  of  Septem- 
ber 30, 1898.^  We  brought  in  a  schooner  load  of  1,500  barrels  to  fill  our  contracts. 
That  was  about  the  only  barreled  oil  of  any  account  that  came  in  in  that  way. 
The  Standard  are  now  bringing  in  refined  oil  by  water  in  tank  vessels.  They 
have  been  doing  that  for  the  last  3  or  4  months. 

Q.  (By  Mr.  Conger.)  Where  do  they  bring  that  from?— A.  I  think  the  Ameri- 
can ou  is  loaded  in  New  York,  because  it  comes  up  the  St.  Lawrence  River.  The 
Canadian  they  load  at  Samia,  and  bring  it  down  through  Lake  Ontario  and  the 
St.  Lawrence  to  Montreal. 

LUBRlCATma  OIL. 

Q.  (By  Mr.  Philufs.)  Do  you  handle  anv  lubricating  oil  in  Canada? — ^A.  Yes; 
that  is  the  greater  part  of  our  business.  We  were  forced  to  handle  the  lubricat- 
ing oil  almost  exclusively,  because  we  could  not  handle  the  other  after  the  railways 
bc^n  manipulating  the  freight  rates. 

Q.  Where  do  you  buy  lubricating  oil? — A.  Nearly  altogether  from  Warren,  Pa. , 
from  the  Warren  Refining  Company  and  the  Com  Planter. 

^  Is  there  any  lubricatmg  oil  made  in  Canada  out  of  the  Canadian  oil? — ^A.  Yes. 
Can  you  stote  the  amount? — A.  There  is  quite  a  lot  of  lubricating  oil  made. 
^  Does  it  make  as  good  a  quality  as  you  get  from  this  country? — ^A.  No.  Of 
lubricating  oil  and  tar  there  was  made  in  1898  868,957  gallons.  That  is  much 
less  than  in  1896.  In  1896,  you  will  notice,  it  was  1,447,455.  It  has  gone  back 
nearly  half.  That,  I  think,  is  due  to  the  fact  that  they  find  the  American  product 
much  better  than  the  Canadian;  I  do  not  know  of  any  other  reason. 

(^.  Perhaps  they  are  refining  more  of  the  Canadian  oil  on  account  of  the 
tsanS? — ^A.  Well,  1  do  not  know;  the  tariff  was  a  httle  less  in  1898  than  it  was — 
wen,  in  1896;  it  would  just  depend  in  1896  on  what  time  that  stuff  was  brought  in. 
There  was  nearly  one-half  more  used  in  1898  of  the  American  than  there  was 
previous  to  that  timej  and  there  must  have  been  a  great  deal  more  oil  consumed 
m  1898  than  there  was  in  1896,  because  it  was  increasing  all  the  time.  There  are 
new  industries  and  that  kind  of  thing  going  on. 

freight  RATES  RAISED  BY  CANADIAN  ROADS,  NOT  BY  AMERICAN. 

Q.  (By  Mr.  Farquhar.)  Was  there  any  other  reason  given  at  that  time  for  the 
raisdni^  of  the  American  freight  rates  on  the  roads  that  were  prorating  with  the 
Canaman;  did  they  give  any  Dusiness  reasons  for  it? — A.  No;  the  American  roads 
did  not  increase  their  freight  rates;  our  own  Canadian  roads  did. 

Q.  On  the  through  bill  they  added  the  Canadian  tariff?— A.  Yes,  or  they 
increased  the  tariff  so  much  ana  made  it  up  to  what  it  is  at  the  present  time.  The 
rate  from  Warren  to  Suspension  Bridge  is  still  8i  cents;  it  was  that  before  and  it 

1  See  Mr.  Westgate,  p.  878. 
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is  yet;  but  the  rate  froui  Snspension  Bridge  to  Montreal  is  85  cents,  making  a 
through  rate  of  43^.  The  American  roads  remain  precisely  the  same  as  they  were 
before.* 

SAMPLING  COMPETITORS*  OIL.  AND  KNOWING  COMPBTITOBS'  BUSINEBS. 

O.  (By  Mr.  Jenks.)  Have  you  any  further  statement  that  you  would  like  to 
make  on  anv  points  that  have  been  omitted? — A.  When  our  tank  cars  come  in, 
the  Standard  Oil  Comx>any  have  a  habit  of  sending  their  man  and  opening  that 
tank  car  and  taking  a  sample  out  of  it  to  see  what  it  contains.  I  nave  known 
this  for  a  long  time,  but  it  was  only  a  little  while  ago  that  I  was  able  to  bring 
them  to  time  for  it.  They  did  it  regularly,  and  I  had  hard  work  to  catch  them. 
Of  course  we  were  not  wasting  all  our  time  standing  along  the  siding  looking 
after  our  cars,  but  I  got  them  one  day  and  I  called  their  attention  to  it  and  they 
said  it  was  a  mistake.  I  had  a  letter  from  our  foreman  at  Mile  End  compbdning 
of  the  fact;  however,  that  is  no  matter.  They  would  take  a  sample  down  to 
their  office  and  find  out  just  what  we  had  and  deal  with  us  accordingly.  As  a 
matter  of  fact,  before  I  went  into  this  company,  before  it  was  organised,  we  used 
to  buy  an  occasional  car  load  of  American  goods.  That  was  before  the  Standard 
got  control  of  the  Canadian  business.  There  were  some  American  oils  that  we 
had  to  have  any  way,  because  they  were  better.  And  I  remember  one  day  that 
the  Standard  Oil  Company's  man  came  into  the  office,  and  he  gave  me  the  num- 
bers of  the  cars  and  the  number  of  barrels  contained  in  them  and  what  I  paid 
for  them.  I  knew  him  very  well,  and  he  jokingly  said,  '*  I  know  all  about  itr 
and  he  wanted  to  sell  me  the  stuff.  Well,  how  he  knew  it  I  must  confess  is 
beyond  me.' 

|.  (By  Mr.  Smyth.)  Do  they  open  your  letters?— A.  Oh,  no.    (Laughter.) 
J.  (By  Mr.  Kennedy.)  Are  these  employees  and  officials  of  the  Standard  Oil 
Company  Canadians  or  Americans?— A.  I  ao  not  know;  I  will  give  that  up,  too. 

Q.  (By  Mr.  Smyth.)  The  opening  of  your  tank  cars  must  oe  done  with  the 
connivance  of  the  officials? — A.  No. 

Q.  ( By  Mr.  Kennedy.  )  Do  you  not  know  the  nationality  of  the  Standard  people 
in  Canada? — A.  Some  of  them  have  been  brought  from  here,  and  some  of  them 
are  Irish,  and  others  are  Scotch;  but  whether  they  are  British  subjects  or  otherwise 

I  do  not  know. 

Q.  (By  Mr.  Smyth.)  Do  you  not  think  the  railroad  officials  must  have  known 
of  these  cars  being  opened  and  samples  being  taken  from  them? — A.  They  did, 
but,  like  myself,  the  agent  at  Mile  End,  where  my  stuff  had  come  in — he  knew  it 
was  going  on,  and  he  never  had  been  able  to  catch  them.  When,  however,  our  man 
found  them  at  it  he  went  and  got  the  agent  and  brought  him  out,  and  showed  him 
the  man  on  the  track.  Com  Planter  was  written  on  the  car  in  letters  at  least  18 
inches  long,  and  he  never  could  have  made  any  mistake  about  the  tank;  bnt  they 
said  it  was  a  mistake.  He  got  on  the  wrong  tank.  Of  course,  that  was  all  right, 
as  far  as  an  explanation  goes.  Then  they  will  persecute  a  man  in  every  shape, 
manner,  and  form.  They  will  send  a  man  or  men  around  to  watch  where  you 
are  delivering  oil,  and  then  they  will  send  their  salesman  right  there  afterwards, 
and  all  such  kinds  of  things.^  They  do  anything  and  everything.  There  is  noth- 
ing but  what  the  Standard  trust  will  do;  1  do  not  care  what  it  is. 

O.  (By  Mr.  Clarke.)  You  think,  then,  that  they  practically  run  your  railroads 
and  your  government?— A.  At  the  present  time  I  will  not  say  that  much  about  the 
government,  because  I  expect  to  have  these  things  regulated  a  little;  but  they  run 
the  railways,  that  is  sure. 

Q.  (By  Mr.  Smyth.)  How  long  have  you  been  in  the  oil  business? — ^A.  About 

II  years. 

Q.  How  long  since  the  Standard  Oil  Company  has  had  the  control  of  Canadian 
oil?— A.  Since  the  latter  part  of  July  or  the  oeginning  of  August  of  last  year. 

Q.  (By  Mr.  Farquhar.)  Previous  to  that,  were  they  open  competitors  there  in 
the  refining  and  sale  of  oil?— A.  Yes.  There  were  5  separate  refineries,  different 
concerns,  in  active  operation  at  that  time,  and  4  others  that  were  not  active  then. 

FREIGHT  rates  AGAIN. 

Take  the  freight  on  other  lines  of  goods.  The  Lake  Shore  tariff.  No.  193,  in 
April,  1895,  shows  sixth-class  articles,  carload  iron,  2H  cents  per  100  pounds  from 
Pittsburg  to  Montreal.    In  September,  1899,  the  rate  is  19i,  shovring  a  decline  of 

»A8  to  the  Dolicy  of  the  New  York  Central,  see  Mr.  Westgate,  p.  876,  STB. 
g^.^||^Mr.Mpnnett^.316;  Mr.  Westgate,  pp.  367.  368;  Mr.  Emery,  pp.  614, 616;  Mr.  Archbdd.p- 

•See  Mr. Clark," pp. 336, 336. 341;  Mr.  Westgate,  p. 366;  Mr.  Emery,  p. 629. 
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2  cents  per  100  pounds.  I  do  not  know  why  it  went  up  on  oil.  I  know  why,  but 
there  is  no  reason  for  it.  I  offered  to  guarantee  them  400  tank  cars  a  year — ^made 
the  offer  in  writing  to  the  Grand  Trunk.  The  reply  was  this,  dated  the  5th  of 
July,  1899: 

''Freight  rates  on  oU, — Replying  to  your  favor  of  the  80th  ultimo  and  previous 
conversation,  I  have  now  had  an  opx>ortunity  of  discussing  this  matter  with  our 
general  traffic  manager  and  beg  to  advise  you  that  we  are  not  prepared  to  make 
any  modifications  on  our  present  rates  for  oil. 

*  •  Yours,  truly,  J.  W .  Loud.  ' ' 

They  simpler  will  not  listen  to  you  at  all  or  give  you  any  satisfaction  whatever. 
These  same  railroads  have  been  built  largely  with  the  people's  money.  The  Cana- 
dian Pacific  Railway,  for  that  western  extension  through  to  Winnipeg  and  the 
coast,  have  got  some  20,000,000  acres  of  land  and  about  ^0,000,000  in  money;  and 
the  land  is  worth  all  the  way  from  |3  to  $10  an  acre  to-day  in  Manitoba  and  the 
Northwest.  It  gives  you  some  idea  of  whether  that  road  cost  them  very  much  or 
not. 

Q.  (By  Mr.  Smyth.)  Tou  do  not  think  this  is  altogether  political  action  on  the 
part  of  the  Canadian  government,  influencing  the  railroads,  in  the  way  of  retalia- 
tion, to  keep  out  American  products? — ^A.  I  do  not  think  anything  of  that  kind. 
I  have  not  any  such  idea  at  all,  and  I  do  not  think  anybody  else  in  Canada  has. 

Q.  You  do  not  believe  the  railroads  get  all  the  freight  they  charge? — ^A.  No;  I 
do  not.  I  think  part  of  i':  goes  back  to  the  Standard  Oil  Trust;  that  is  my 
opinion. 

Q.  Blit  you  have  no  proof  of  that? — ^A.  We  have  not.  Of  course  there  are  lots 
of  things  we  have  got  that  I  could  have  given  you  more  information  about  if  I 
had  come  before  you  later;  but  we  have  not  proved  those  facts  yet.  We  are  sure 
enough  that  we  have  got  information,  but  it  is  rather  a  serious  tiling  to  do  that 
unless  you  know  you  are  right. 

Q.  (By  Mr.  Farquhar.)  As  far  as  you  know,  then,  you  have  to  x>ay  practically 
the  same  freight  as  the  Standard?— -A.  The  railways  say  that. 

Q.  So  far  as  you  imow,  I  say.— ^.  So  far  as  I  know. 

CANADIAN  RAILROAD  LAW — POWERS  OP  THE  RAILWAY  COMMITTEE. 

Q^By  Mr.  Suyth.)  Is  there  any  law  in  Canada  against  rebates  by  railroads? — 
A.  Well,  yes;  I  do  not  know  what  it  is,  but  they  have  laws  governing  these 
things;  but  the  trouble  is  there,  as  it  is  elsewhere,  it  is  pretty  hard  to  nandle 
these  things  and  enforce  them.  You  just  fancy  a  concern  of  no  more  magnitude 
than  our  own  tackling  the  Grand  Trunk  and  the  Canadian  Pacific  on  questions 
of  that  kindl 

Q.  (By  Mr.  Farquhar.)  You  spoke  of  the  railway  committet?.  Do  you  know 
what  scope  and  power  that  committee  has? — ^A.  Well,  they  have,  as  near  as  I 
know,  control  of  all  such  matters  as  freight  rates,  crossings  of  railways,  and  pas- 
senger rates,  and  in  fact  anythmg  of  that  nature  that  concerns  the  general  public 
and  the  railways. 

<^.  Are  their  findings  and  judgments  final? — ^A.  No;  I  think  it  is  merely  a  court 
of  inquiry. 

Q.  Investigration?— A.  Yes,  and  they  can  order  the  railway  to  do  so  and  so;  but 
I  do  not  for  a  moment  think  that  if  we  prove  all  that  we  have  said,  the  Canadian 
Pacific  Railway  or  the  Grand  Trunk  either  will  obey  that  decision.  We  should 
have  to  go  to  work  then,  I  suppose,  to  have  it  enforced,  which  would  mean  along 
tune,  and  be  of  practically  no  use  to  us  at  that  time  when  we  got  it. 

Q.  (By  Mr.  Phillips).  Enforce  it  through  the  courts,  you  mean? — A.  Yes,  we 
should  have  to  be^in  a  civil  action  against  them  on  the  strength  of  the  findings  of 
the  railw^ay  committee,  because  I  do  not  think  they  would  pay  any  attention  to  the 
railway  committee. 

COMBINATIONS  FEW  AND  SMALL  IN  CANADA— SENTIMENT  AGAINST  THEM. 

Q.  (By  Mr.  Kennedy.)  Is  there  any  sentiment  in  Canada  against  these  large 
industrial  combinations? — A.  There  is,  and  the  Globe  newspax)er ,  which  is  supi)osed 
to  be  the  official  organ  of  the  present  administration,  has  been  hammering  away 
at  industrial  combinations,  particularly  the  Standard  Oil  Trust. 

Q.  Have  you  industrial  combinations  in  Canada  similar  to  those  in  this  country 
and  England? — A.  Oh,  we  have  not  anjiihing  of  any  account.  The  oil  business  is 
a  kind  of  a  monopoly,  and  so  is  the  sugar  business;  but  that  is  due  to  the  duty, 
and  so  on.    There  are  a  few  of  what  we  might  call  monopolies  or  trusts,  but  they 
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are  vei^  insignificant  and  small.  They  do  not  amoont  to  anytfainf  oatside  of  the 
oil  business.  It  is  something  new  to  our  people  there,  that  Idnd  or  thing,  and  we 
have  to  thank  the  Standard  Oil  Company  for  introducing  it. 

Q.  Are  the  people  disposed  to  seek  redress  through  legidation?— A.  I  think  that 
if  tne  present  government  do  not  alter  things  in  some  way  so  that  the  people  will 
not  be  at  the  mercy  of  theHe  trusts,  or  the  oil  trust  in  particular— well,  1  think  tiiat 
Uiat  will  be  one  means  of  def eatin^f  them  at  the  next  election.  That  is  about  tiie 
oi^y  thin^  that  is  spoken  of ;  this  n-eight  discrimination  and  the  duty  on  oil  and 
binder  twine  and  a  few  things  like  that.  I  might  say  that  the  present  govern- 
ment said  that  if  it  was  shown  that  there  was  any  inclination  to  a  trust,  in  any 
manner  whatsoever,  they  would  immediately  remove  the  duty  on  the  articles  com- 
plained of.  They  committed  themselves  in  that  way;  so  I  made  a  declaratian  to 
the  effect  that  there  was  a  combination  in  the  oil  business,  and  it  was  read  before 
the  HouHe  at  its  last  session.  They  were  going  to  consider  it,  and  I  suppoee  they 
are  considering  it  yet.  There  was  nothing  done  about  it.  This  is  the  declaration 
that  I  made: 

CANiLDA,  Province  of  Qubbbc,  District  of  Montkbal.. 

I,  Andrew  Downie  Gall,  of  the  city  of  Montreal, in  the  Province  of  Quebec,  oil 
merchant,  do  solemnl;^  declare  that  I  am  extensively  enp^aged  in  the  wholesale 
trade  of  coal  oil,  burning  oil,  and  other  oils  in  the  Domimon  of  Canada;  that  all 
the  petroleum  oil  refineries  in  Canada,  at  the  present  time,  are  under  the  control 
of  the  Standard  Oil  Company  or  Standard  Oil  Trust  through  the  said  comixany 
having  acquired  some  outright  and  a  controlling  interest  in  others;  that  since 
acquiring  the  said  refineries  in  Canada  the  Standard  Oil  Company,  which  is 
operating  in  Canada  under  the  style  of  the  Imperial  Oil  Company,  Limited,  has 
closed  up  some  refineries,  demolished  others,  and  is  operating  only  such  as  it  sees 
fit;  that  no  x)etroleum  oil  from  Canadian  refineries  can  be  obtained  to-day  unless 
it  is  procured  from  or  through  the  Standard  Oil  Company  or  the  Imperial  Ofl 
Compan^r,  Limited,  directly  or  indirectly;  that  it  is  quite  apparent,  and  investi- 
gation will  establish  beyond  doubt,  that  the  s^id  Standard  Oil  Company  or  the 
unperial  Oil  Comply,  Limited,  has  so  acquired  and  controls  said  refineries  for 
the  puipose  of  forming,  and  they  have  thereby  formed,  a  trust  or  combination  to 
anduly  enhance  the  price  of  such  oil  and  to  undulv  promote  the  advantage  of  the 
said  company  at  the  expense  of  the  consumers;  that  the  firm  of  which  I  am  a 
member,  and  other  firms  engaged  in  the  oil  business,  are  compelled  to  buy  in  the 
United  States  and  import  tneref  rom  our  supplies  of  oil  to  supply  our  customers 
and  the  trade. 

And  I  make  this  solemn  declaration  conscientiously,  believing  it  to  be  true  and 
knowing  that  it  is  of  the  same  force  and  effect  as  if  made  under  oath  and  by  virtue 
of  ''  The  Canada  Evidence  Act,  1893." 

A.  D.  Gall. 

Declared  before  me  at  the  said  city  of  Montreal  this  21st  day  of  March,  A.  D. 

1899. 

[SEAL.]  R.  A.  DUNTON,  Notary  Pubiie. 

Testimony  closed. 

Whereupon,  at  3.55  p.  m.  the  commission  adjourned  until  to-morrow  morning 
at  10  o*clock. 


Washinqton,  D.  C,  November  11, 1899. 

TE8TIM0HT  OF  GEOSOE  BICE, 

Independent  oil  producer.  Marietta,  Ohio. 

The  commission  met  at  11.15  a.  m..  Senator  Kyle  presiding.  At  11.15  a.  m.  Mr. 
Georqe  Bice  was  introduced  as  a  witness,  and,  being  dtuy  sworn,  testified  as 
follows: 

Q.  (By  Mr.  Jenks.)  Will  you  give  us  your  full  name  and  address?— A.  George 
Rice,  Marietta,  Ohio. 

Q.  What  is  your  business?— A.  I  am  a  moderate  producer  of  oil  at  the  present 
time. 
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PAMPHUBT  PBBPARED  BT  THE  WITNESS.       . 

Q.  (By  Mr.  Clarke.)  Have  you  prepared,  printed,  copyrighted,  and  published 
a  pamphlet  which  purports  to  be  testimony  given,  or  to  be  given,  before  this  com- 
mission?— A.  I  have. 

Q.  Were  you  under  oath  when  it  was  prepared? — ^A.  No,  sir. 

9-  Was  it  known  to  any  ofBcer  of  this  commission  that  such  a  pamphlet  was 
being  prepared? — ^A.  Yes;  I  notified  Professor  Jenks,  and  also  the  secretary,  that 
I  was  getting  up  m^  testimony  to  be  put  in  pamphlet  shape;  and  I  was  also 
directed  to  send  2  copies  here  2  days  before  the  time  I  should  appear,  which  I  did. 

(}.  Were  any  questions  asked  of  you  or  answered  by  you,  in  tne  preparation  of 
this  pamphlet,  by  members  of  the  commission? — A.  No.  sir.  Not  any  of  the 
members  that  I  know  of  asked  me  anything  in  regard  to  the  preparation  of  it. 

J.  Was  any  schedule  of  questions  sent  you? — A.  No;  nothing  of  the  kind. 
.  Do  you  claim  any  right,  then,  to  issue  that  pamphlet  as  in  any  sense  author- 
by  this  commission? — A.  No,  sir;  I  do  not  claim  that  they  have  authorized 
me  in  any  shape  or  manner  to  issue  this  pamphlet.    I  have  published  it  and  copy- 
righted it  on  my  own  responsibility. 

Q.  Did  any  member  of  the  commission  know  or  have  any  notice  of  the  contents, 
or  proposed  contents,  of  that  pamphlet  before  you  printed  and  published  it? — ^A. 
Not  that  I  know  of;  no,  sir. 

Q.  You  do  not  clidm,  therefore,  that  you  have  any  right  to  in  any  way  authen- 
ticate that  by  the  use  of  the  name  of  this  commission? — A.  No,  sir:  I  do  not  claim 
any  authority  from  the  commission  for  the  use  of  it. 

Q.  That  is  all. — ^A.  I  have  not  been  authorized  in  any  manner,  shape,  or  form. 

Q.  (By  Mr.  Jenks.  )  I  understand  that  you  have  a  statement  that  you  are  pre- 
pared to  make  of  your  own  accord  in  reference  to  the  businei^s  of  the  Standard  Oil 
Company.  You  may  make  that  in  your  own  way,  subject  to  such  interruptions 
as  the  commission  may  think  desirable. 

The  Witness.  My  testimony,  in  the  main,  is  in  pamphlet  form  and  I  will  pro- 
ceed to  read  tram  it.    Page  No.  8.  (the  witness  read  as  follows) : 

'*  I  am  a  citizen  of  the  United  States,  bom  in  the  State  of  Vermont.  Producer 
of  petroleum  for  more  than  30  years,  and  a  refiner  of  samie  for  20  years,  but  my 
rennery  has  been  shut  down  during  the  past  8  years,  owing  to  the  powerful  and 
all-pievailing  machinations  of  the  Standard  Oil  Trust,  in  criminal  collusion  and 
conspiracy  with  the  railroads  to  destroy  my  business  of  20  years  of  patient  indus- 
try, toil,  and  money  in  building  up,  wholly  by  and  through  unlawful  freight  dis- 
criminations. I  have  been  driven  from  pillar  to  post,  from  one  railway  line  to 
another,  for  20  years,  in  the  absolutely  vain  endeavor  to  get  equal  and  just  freight 
rates  with  the  Standard  Oil  Trust,  so  as  to  be  able  to  run  my  refinery  at  anvthmg 
approaching  a  profit,  but  which  I  have  been  utterly  unable  to  do.  I  have  had  to 
consequently  shut  down,  with  mj  business  absolutely  ruined  and  my  refinery 
idle.  This  has  been  a  very  sad,  bitter,  and  ruinous  experience  for  me  to  endure, 
but  I  have  endeavored  to  the  best  of  my  circumstances  and  ability  to  combat  it 
tiie  utmost  I  could  for  many  a  long  waiting  year,  expecting  relief  through  the 
honest  and  proper  execution  of  our  &W8,  which  have  as  yet,  however,  never  come. 
But  I  am  stul  living  in  hopes,  though  I  may  die  in  despair.'* 

The  witness  offered,  as  exhibit,  the  following: 


(( 


MAaNITUDE  OF  THE  PETROLEUM  INDUSTRY. 


<< 


The  magnitude  of  the  petroleum  industry  of  this  country  may  be  inferred  by 
its  being  first  in  manufacture  and  fourth  in  value  of  our  exx)orts. 

**  Its  total  production  in  the  United  States  for  40  years — 1859,  when  discovered, 
to  1898,  inclusive—per  Government  report,  is  886,442,759  barrels  of  42  gallons  each. 
There  was  produced  in  the  past  6  years— 1894 to  1898,  inclusive— 279,129,467  barrels 
(about  one-third  of  total),  or  on  average  of  55,825,893  barrels  per  annum,  152,947 
barrels  per  day,  inclusive  of  Sundays.  The  total  average  annual  exports  of  values 
past  2  years— 1897-98— was  990,389,183  gallons,  valued  at  $55,804,297.  Total  value 
of  eroorts,  1864  to  1898,  inclusive,  $1,445,941,156. 

**  The  combined  wealth  of  the  railroads  and  trusts  are  jointly  owned  and  used 
by  railway  and  trust  officials  to  absolutely  control  the  internal  commerce  of  this 
great  nation  and  absorb  unto  themselves  for  their  own  private  gain  the  immense 
profits  to  arise  from  off  all  producing  interests  and  manufactured  products  by 
nigher  rates  of  freight  through  unla^vrul  rebates  or  freight  discriminations,  to  be 
increased  as  they  see  fit,  through  compulsory  railway  tariff  exactions,  underhand 
secret  tribute  and  demands,  that  must  absolutely  be  complied  with  if  shipments 
are  made." 
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There  will  h%  seyaral  exfaibita  in  connMtioii  wifh  that  which  I  hsvo  just  pir»- 
aented. 
Witness  includes  exhibits  as  follows: 

**8TA1«DABD    OIL    TRUST    OFFICIALS    PRKIIDENTB    AND    DIBSCTOBS    IN    ONEnFiFTH 

TOTAL  RAILWAY  MILKAOB  OF  THS  UNITED  STATES. 


*'  I  shall  be  able  to  fully  prove  to  this  commission  a  living  and  prominent 
pie  thereof,  as  embodied  in  the  Standard  Oil  Trust,  which  has  thus  achieved  its 
great  wealth  and  power  by  dishonest  and  criminal  metnods  in  the  unlawful  use 
of  our  public  highways,  and  through  this  means  have  become  the  largest  owners 
in  railway  bondi  and  stocks;  and  to-day  its  officials  are  presidfints  and  directors 
in  one-fifth  of  the  total  railway  mileage  of  the  United  States,  all  aocompli^ied 
since  1872.  This  state  of  affairs  is  absolutely  startiinf  to  contemplate — appalling, 
indeed,  and  as  monstrous  as  it  is  infamous.  This  could  not  have  been  done  except 
through  one  source,  the  railroads,  whose  officials  have  criminally  conspired  with 
Standard  Oil  officials  for  the  past  27  years  to  give  them  their  great  iwwer  and 
unlawful,  ill-gotten  wealth. 

*'  In  1887  the  interstate  commerce  act  was  passed  to  stop  these  criminal  con- 
spiracies, but  with  12  years'  trial  it  has  provea  absolutely  aoortive. 


tt 


RAILWAY  FREIGHT  DISCRIMINATION   IS   THE   FATHER  AND   BREEDER   OF  TRUSTS. 


**  I  understand  Mr.  Havemeyer  says  that  *  the  tariff  is  the  mother  of  trusts,* 
while  I  assert  that  railway  freight  discriminations  is  the  father  of  them,  the  breeder 
of  trusts,  from  which  the  greatest  commercial  evil  of  the  present  day  arises. 
Although  the  tariff  has  its  material  effect,  it  is  in  no  wise  oommensurate  witii 
the  frightful  freight  discriminations;  prominoit  example.  The  Standard  Oil 
Trust. 

''  Under  the  tariff  it  is  not  questioned  but  that  everyone  -pajB  the  same  duty, 
which  is  not  the  case  in  the  payment  of  railway  freights,  for  all  competitors  of 
the  trustH  must  pay  the  enforced  full  tariff  rates,  jointly  made  by  trust  and  rail 
officials,  while  trust  freights  are  carried  for  nothing,  one-fourth  and  one-half  of 
the  regalar  established  rates,  as  is  easily  proved  in  the  case  of  the  Standard  OU 
TniHt.  There  is  no  question  in  my  mind  but  all  recent  formation  of  trusts  and 
crombinations,  and  in  which  Standard  officials  are  hu^ly  interested,*  are  based 
man  and  permeated  with  the  same  general  plans,  and  investors  therein  privately 
advised  that  necessarily  g^reat  advantages  will  accrue  and  larger  dividends  be 
declared  on  watered  stocks  through  freight  discriminations  in  the  concentration 
of  freight. 

''  The  Standard  Oil  Trust  was  the  first  industrial  trust  organized  in  this  coun- 
try, the  originator  and  father  of  them  all,  from  which  all  the  rest  have  be^i 
bred.  It  is  directly  responsible  for  the  formation  of  many  subsequent  trusts, 
because  at  an  earlv  date  it  lent  its  aid  and  support  in  the  organization  of  other 
trusts,  receiving  therefrom  large  sums  of  money,  to  the  extent  of  $250,000  from 
some  of  them  (Cotton  Seed  On  trust)  for  a  copy  of  the  secret  unlawful  trust 
agreement,'  decided  illegal  by  two  States  (Ohio  and  New  York) ,  consequently  all 
subsequent  acts  and  resolutions  changing  into  corporate  form, etc.. are  r^parded 
illegal. 


(( 


MAGNITUDE  OF  THE  STANDARD  OIL  TRUST. 


'*  The  magnitude  of  the  Standard  Oil  monopoly,  as  consummated  and  centered  in 
the  Standard  Oil  Trust,  will  be  seen  from  the  last  enforced  public  utterance,  in. 
February,  1898,  in  which  they  really  do  admit  having  at  least  20  corporations  in 
the  trust,  capitalized  at  $102,233,700,  of  which  pipe-line  companies  represent  over 
one-half— $,52,455,200.*  In  1888  they  reported  39  corporations  in  the  trust,  capitalized 
at  $47,830,200,  or  less  than  one-half  of  the  combined  20,  and  $5,000,000  less  than  the 
present  capitalization  of  the  pipe-line  companies. 

**At  the  market  price  in  May  of  500,  on  par  of  100,  represents  a  valuation  of  oves* 
half  a  billion  of  dollars. 

"SINCE  THEIR  PRETENSE  OF  A  DISSOLUTION.  MARCH,  1808,  THE  STANDARD  OH- 

TRUST  HAS  PAID  OUT  IN  DIVIDENDS  $170,7a0,27». 

**  For  the  first  10  years  of  the  Standard  Oil  Trust— 1882  to  ISaS— it  paid  out  in. 
dividends  more  than  double  its  entire  capitalization  in  1888.  Since  their  pretense 
of  a  dissolution,  March  21,  1892,  and  including  September  dividends,  1^,  they 

>  S«e  Mr.  Page,  p.  75S.  «  See  Mr.  Monnett,  p.  dOL 


8TANDABD   OIL   COMBINATIONS: — BICE.  689 

haye  paid  SO  quarterly  dividends  of  8  per  cent,  or  90  per  cent,  and  paid  77  i>er  cent 
in  specials  (none  paid  previons  to  December,  1805) ,  or  a  total  of  167  x>er  cent,  and 
on  a  capitalization  of  only  $102,288,700  amounts  to  the  smn  of  $170,780,279.  > 

* '  There  could  have  been  paid  much  larger  dividends  if  net  earnings  had  not  been 
and  were  not  now  being  used  in  the  purchase  of  large  blocks  of  ^roducinff  proper- 
ties, paid  for  out  of  surplus  earnings  to  the  extent  of  many  millions  of  aollars. 
While  this  trust  accumulated  these  inmiense  dividends  and  extra  surplus  earn- 
ings, there  is  not  an  independent  refinery  in  the  country  which  can  even  x>ay  a 
small  dividend.  No  new  refineries  have  been  built  for  several  years,  owing  to 
this  monstrous  condition  of  affairs,  and  no  material  additions  made  to  the  old  ones. 
The  independent  refiner  is  simply  struggling  for  an  existence,  in  the  hope  that  an 
overruling  Providence  may  yet  come  to  the  rescue. 

'*  The  Stendard  Oil  Trust  now  owns  nine-tenths  of  all  the  local  gathering  pipe 
lines  in  the  oil-producing  regions,  consequently  purchases  90  per  cent  of  all  tne 
crude  oil  produced,  and  thus  absolutely  makes  the  market  price  for  this  great 
product,  cuctating  to  the  producer  the  price  he  shall  take  for  his  oil  and  to  the 
consumer  what  he  shall  payfor  the  products  thereof,  and  take  whatever  quality 
of  oil  they  choose  to  give.  This  monox>oly  governs  and  controls  production  by  its 
necessities,  increasing  the  price  when  more  oil  is  needed  and  reducing  it  when  less 
oil  is  required,  so  that  greater  percentage  of  profits  may  accrue  with  less  capital 
used  between  the  lowest-priced  crude  possible  and  the  highest  price  for  the  refined 
and  not  materially  restrict  consumption. 

*'  The  Standard  Oil  Trust  dictates  to  the  railway  lines  the  compulsory  tariff 
rates  on  petroleum  its  competitors  must  pay,  while  its  own  is  carried  at  nominal 
figures,  as  was  fully  proven  in  my  own  experience  when  in  business. 

"1872-ATTACK  BY  THE  TBUNK  LINES  OP  EAILWAY  ON  THE  PETBOLEUM  INDUS- 
TRY,  BY  WHICH  THE  STANDARD  OIL  MONOPOLY  WAS  CREATED,  AND  WHICH 
CAUSED  THE  FORMATION  OP  THE  STANDARD  OIL  TRUST,  UNDER  AND  BY 
VIRTUE  OP  SEVERAL  CONTRACTS  MADE  BY  THESE  ROADS  WITH  THE  SOUTH 
IMPROVEMENT  COMPANY,  WHICH  GAVE  TO  THEM  THE  MONOPOLY  OP  THIS 
GREAT  INDUSTRY  THROUGH  RAH.ROAD  REBATES  OR  FREIGHT  DISCRIMINA- 
TIONS.   COMPLETE  CONTRACT. 

'*  The  origin  of  the  Standard  Oil  Trust  was  the  Standard  Oil  Company  of  Ohio, 
which  was  or«inized  January  10, 1870,  with  a  capitalization  of  $1 ,000,000,  increased 
to  $3,500,000  Jtf arch  18, 1875,  at  which  it  now  stands.  January  2, 1872,  was  the 
advent  of  the  Standard  Oil  monopoly,  by  the  directors  of  the  Standard  Oil  Company 
of  Ohio  organizing  a  fictitious  corporation  called  the  *  South  Improvement  Com- 
pany,'  with  a  nominal  capital  of  $200,000,  whose  sole  aim  and  obiect  was  to  make 
secret  rebate  contracts  with  the  railroads,  as  subsequently  will  be  shown,  and 
was  exposed  in  1879  by  the  Hepburn  investigating  committee,  of  New  York;  and 
fortunate  it  was  that  these  contracts  happen  to  oe  in  writing  and  are  now  upon 
the  records  to  condemn  the  makers  of  them  from  time  to  eternity.  The  Standard 
Oil  Company  received  the  grossest  discriminations  in  the  form  of  rebates,  not 
only  upon  its  own  shipments,  but  also  a  like  amount  on  the  shipments  of  its  com- 
petitors.* These  rebates  ranged  from  40  cents  to  $1.06  per  barrel  on  crude  petro- 
feum  and  from  50  cents  to  $1.82  per  barrel  on  refined. ' 

"JANUARY  1, 1872,  THE  STANDARD  OIL  COMPANY  ONLY  HAD  6  PERCENT  OP  THE 
PETROLEUM  INDUSTRY  AND  ITS  COMPETITORS  95  PER  CENT,  WHILE  IN  1879 
THIS  WAS  REVERSED. 

'*At  this  early  date  in  the  oil  business  its  competitors  had  95  per  cent  of  the 
petroleum  industry,  while  the  Standard  Oil  Company  had  less  than  5  per  cent,  so 
that  the  Standard  Oil  Company  received  19  times  more  rebates  per  barrel  from 
oS  the  shipments  of  its  competitors  than  it  did  from  off  its  own  shipments. 

**  Henry  M.  Flagjler,  secretary  of  the  Standard  Oil  Trust,  testified,  m  April,  1888, 
before  a  Congressional  committee*  (page  288)  that  in  1870-71,  just  prior  to  the 
making  of  these  unlawful  rebate  contracts— -January  18, 1873— the  refining  capacity 
of  the  Standard  Oil  Company  was  000  barrels  a  day.  The  average  annual  produc- 
tion of  petroleum  in  the  years  1870-71,  per  Gk>vemment  report,  was  5,332,989 
barrels,  or  an  average  of  14,386  barrels  a  day,  showing  conclusively  by  the  testi- 
mony of  one  of  the  highest  of  Standard  officiaLs  that  the  Standard  Oil  Company 
had  control  of  less  than  5  per  cent  of  this  great  industry  just  previous  to  the  sign- 
ing of  these  nefarious  contracts. 

>  See  Mr.  Monnett.  p.  80B. 
3See  Mr.  Archbold,  p.  679. 

*  See  the  South  Improvement  Company  contract,  p.  612.    See  also  Mr.  Archbold,  pp.  640,  668; 
Mr.  Bice.  p.  602,  bottom. 

*  See  Fiftieth  Congrress,  first  session,  House  Reports,  vol.  9.    See  p.  606  of  the  present  volume. 
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"  HSmtT  M.  FLAOLXR,  BBCBXTABT  OF  THX  BTANDABD  OIL  TRUST,  TS8TIFIKS  TBAT 
WILUAM  O.  WARDEN,  AN  ORIOIIIAli  TRUBTSB  OF  THE  STANDARD  OIL  TRUST, 
AND  THE  LOGANS  'WERE  THE  GREAT  LEADERS  IN  THE  SOUTH  IMPROVEMENT 
POUCY.  * 

*'  Mr.  Flagler  further  tertifles  (pages  289, 290)  that  William  G.  Warden  and  the 
Logans,  who  were  directors  with  nim  in  the  SontJi  Improyement  Company, '  were 
the  great  leaders  in  the  South  Improvement  policy  *  and  in  the  next  breath  denies 
it  by  saying  that  Payne  and  himself,  '  or  anyone  connected  with  the  Standard 
Oil  Company,  had  any  confidence  in  or  regard  for  the  scheme  known  as  the  South 
Improvement  Company,'  and  that  *  the  company  never  did  a  dollar's  worth  of  busi- 
ness and  never  haa  any  existence  other  than  its  coiporate  existence,'  while  Wil- 
liam G.  Warden,  its  secretary,  testifies,  on  March  80, 1872,  before  a  Con^essionsl 
committee,  that  its  purpose  was  to  refine  oil  and  ^t  '  all  the  refineries  in  the 
country  into  the  company; '  also  gives  the  names  of  its  13  directors,  as  follows:  . 

'' '  Q.  Where  did  that  company  intend  to  refine  oil  ? — ^A.  Their  calculation  was 
to  get  all  the  refineries  in  the  country  into  the  company. 

** '  Q.  Was  it  the  design  of  the  stockholders  to  include  all  the  oil  refineries  in 
this  country?— A.  Yes,  sir;  every  one  of  them. 

'*  *  Q.  Can  vou  give  us  a  list  of  the  stockholders  in  the  South  Improvement 
Company  ? — A.  I  can  give  you  them  from  the  minutes.    They  are  as  follows: 


John  D.  Rockefeller 180 

William  Rockefeller 180 

H.  M.  Flagler 180 

J.  A,  Bostwick 180 

W.  G.  Warden 475 

O.  H.  Payne  (treasurer) 180 

"Above  were  original  trustees  of  the  Standard  Oil  trust  (1882). 

P.  H.  Watson 100 

O.  F.  Waring 475 

Richard  S.  Waring ^ 10 

Charles  Lockhart 10 

William  Frew 10 

John  P.  Logan 10 

W.  P.  Logan 10 

Original  issue  (par  value,  $100) 2,000 

**  The  original  trustees  of  the  trust,  as  above  shown,  held  1 ,375  of  the  2,000  shares, 
or  70  per  cent  of  its  capitalization,  while  the  balance  of  the  shares  were  held  by 
the  officials  of  the  Standard  Oil  Company. 

"  Thib  proves  absolutely  and  conclusively  that  ostensibly  the  South  Improve- 
ment Company  was  to  control  all  the  refineries  in  the  country,  but  in  reality  its 
only  officisu  purpose  was  to  make  rebate  contracts  with  the  railroads. 

**  THESE  OROSS  REBATE  CONTRACTS  WERE  APPROVED  BY  TEffl  BOARD  OF  DIRECTORS 
OP  THE  SOUTH  IMPROVEMENT  COMPANY,  COMPOSED  WHOLLY  OP  THE  OFFICIALS 
OF  THE  STANDARD  OIL  COMPANY. 

"  Peter  H.  Watson,  its  president,  testified,  on  April  5, 1872,  before  a  Congressional 
committee,*  as  follows  (page  67,  Rise  and  Fall  of  the  South  Improvement  Company) : 

**  *  Q.  Was  there  any  ratification  by  the  conipany  of  your  contracts  with  the 
railroad  companieR  in  its  formal  capacity?— A.  Yes,  sir.  They  were  approved  by 
the  board  of  directors,  as  appears  in  the  minutes,  and  as  I  am  informed,  it  having 
been  done  in  a  meeting  at  which  I  was  not  present.' 

'*  This  conclusively  establishes  the  fact,  by  the  testimony  of  the  president  of  tiie 
company,  that  the  above  13  directors  of  the  South  Improvement  Company  approved 
of  these  iniquitous  contracts  by  a  resolution  of  ite  own  board  of  directors,  as 
against  the  oft-repeated  denials  of  some  of  these  men  that  they  were  not  in  said 
company  or  had  anything  to  do  with  these  unpalatable  and  unsavory  contracts: 
but  this  clear  and  indisputable  evidence  places  the  responsibility  of  the  inaugnra- 
tion  of  this  villainous  and  most  infamous  scheme  where  it  properly  belongs — ^with 
Standard  Oil  officials.  *-    *~    j 

"John  D.  Rockefeller,  president  of  the  Standard  Oil  Trust,  on  February  27, 1888. 
testified,  before  a  legislative  committee  of  New  York  State,  relative  to  trusts  (r«age 
419)  that  he  was  not  in  it,  but  Warden  above  and  Flagler  below  say  that  he  was, 

1  See  pp.  618, 667. 668. 
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***Had  there  been,  previoxis  to  that,  a  trngt  company  called  the  South 
Improvement  Company? — ^A.  No,  sir. 

'* '  Q.  There  was  snch  a  comx>any? — ^A.  ^  have  heard  of  snch  a  comi>any. 

"  *  Q.  Were  you  not  in  it? — ^A.  I  was  not.' 

*'  H.  M.  Flagler,  secretary  of  Standard  Oil  Trust,  2  months  later,  April  27, 1888, 
testifies  before  the  Manufacturers'  Committee  of  Congress  (p.  289): 

''  *  Q.  Do  you  remember  what  was  called  the  South  Improvement  Comx>any? — 
A.  Tes,  sir. 

''  *  Q.  We  have  had  in  evidence  here  some  facts  relating  to  it.  Who  comx>o8ed 
that  company? — ^A.  I  can  not  recall  the  names  of  all  the  gentlemen  who  were  sup- 
posed to  oe  interested  in  it. 

*'  *  Q.  Tell  us  to  tiie  best  of  your  knowledge. — A.  The  South  Improvement  Com- 
pany was  a  matter  brought  to  Mr.  Rockefeller's  and  my  attention  nerhaps  6 
months  before  it  was  known  publicly.  Perhaps  I  shall  ramble  if  I  unaertake  to 
teU  you  all  about  it. 

'*  *  Q.  Precisely  what  I  want  to  know  is  the  names  of  aU  whom  vou  knew  to  be 
connected  with  it. — ^A.  William  G.  Warden,  Charles  Lockhart,  Wiuiun  P.  Logan, 
John  Logan,  J.  D.  Rockefeller,  William  Rockefeller,  O.  H.  Payne,  and  myself, 
are  the  only  names  I  recall.' 

*'  Mr.  Scheide,  a  former  prominent  official  of  the  Standard  Oil  Monopoly,  testi- 
fied before  the  Hepburn  Committee  (p.  2766),  as  follows: 

"  '  Q.  Was  the  Standard  Oil  Company  and  the  South  Improvement  Company 
the  same  at  that  time? — A.  The  Standard  Oil  Company  was  part  of  the  Soutn 
Improvement  Company. 

*'  *  Q.  The  South  Improvement  Company  at  that  time  was  the  lareer,  compre- 
hending the  Standard  t)il  Company? — ^A.  Yes,  sir;  it  comprehended  the  StancEEU*d 
Oil  Comi>any  and  a  dozen  other  different  firms  in  Pittsburg  and  Cleveland.' 

''  These  most  extraordinary  contracts  were  the  sole  cause  of  the  creation  of  the 
Standard  Oil  Monopoly,  and  the  subsequent  formation  of  the  Standard  Oil  Trust, 
and  the  inauguration  of  subsecment  trusts. 

**^  Irhese  contracts  were  signed  by  the  trunk  lines  of  road  and  Peter  H.  Watson, 
representing  the  Standard  Oil  Comx>any,  within  16  days  after  the  organization  of 
the  South  jfiiprovement  Company. 

*'  It  is  a  significant  fact  to  note  that  Peter  H.  Watson,  who  signed  these  con- 
tracts on  benalf  of  the  Standard  Oil  Company,  January  18, 1872,  a  few  months 
later,  July  9,  1872,  was  elected  to  the  office  of  president  of  the  Erie  Railway  Com- 
pany, one  of  the  trunk  lines  of  this  combine,  and  continued  in  office  for  the  period 
of  2  years,  until  Julv  14, 1874. 

'^  It  is  also  a  further  most  significant  fact  to  note,  that  at  the  time  these  con- 
tracts were  signed  by  the  ofl&cers  of  these  trunk  lines  of  railway,  they  were  cog- 
nizant of  the  fact  they  were  dealing  with  a  mythical  organization,  which  did  not 
even  own  a  refinery,  nor  was  it  in  possession  of  a  single  oil  well. 

''  It  is  difficult  to  conceive  of  a  more  malicious  scheme  to  throttle  comx)etition, 
under  the  forms  of  law,  and,  if  x>ermitted  to  continue,  sooner  or  later  sounds  the 
knell  of  liberty. 


t( 


BRIEF  EXTRACTS  FROM  THE  FREIGHT  CONTRACTS.* 


"  *  To  i)ay  and  allow  to  the  party  hereto  of  the  first  part,  on  aU  x)etroleum  and 
its  products,  transportation  for  it  over  the  railroads  of  the  party  of  the  second 
part  and  its  connections,  the  following  rebates,  and  on  all  transx)orted  for  other 
Xmrties,  drawbacks  of  like  amounts  as  the  rebates  from  the  gross  rates,  the  same 
to  be  deducted  and  retained  by  the  party  hereto  of  the  first  part  (Standard  Oil 
Comx>any)  ,*  for  its  own  use,  from  the  amounts  of  freights,  payable  to  the  party  of 
the  second  part.' 

"  'And  it  is  hereby  further  covenanted  and  agreed  by  and  between  the  parties 
hereto,  that  the  party  hereto  of  the  second  part  (Pennsylvania  Railroad  Com- 
-peoij)  ,*  shall  at  all  times  coox)erate,  as  far  as  it  legally  may,  with  the  party  hereto 
of  the  first  part  (Standard  Oil  Company) ,'  to  maintain  the  business  of  the  party 
hereto  of  the  first  x>art  against  loss  or  injury  by  competition,  to  the  end  that  the 
party  hereto  of  the  first  part  may  keep  up  a  remunerative,  and  so  a  full  and 
regular  business,  and  to  tnat  end  shall  lower  or  raise  the  gross  rates  of  transxx)r- 
tation  over  its  railroads  and  connections,  as  far  as  it  legally  may,  for  such  times 
and  to  such  extent  as  may  be  necessary  to  overcome  such  competition.  The  rebates 
and  drawbacks  to  the  party  of  the  first  part  to  be  varied  pari  passu  vrith  the 
groes  rates.' 

**  *  The  party  hereto  of  the  first  part  (South  Improvement  Comi)any)*  from  time 
to  time  shall  notify  the  party  of  the  second  part,  in  writing,  of  the  change  required, 

1  See  pp.  610-616  for  the  most  important  parts  of  the  Sonth  Improvement  Company  contract. 
*  The  words  in  parenthesis  are  comment  by  Mr.  Rice. 
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whereupon  the  party  hereto  of  the  Mcond  part  (Pennsylvania  Railroad  Company)' 
shall  forthwith  make  a  corresponding  cluuiffe  of  such  gross  rates.' 

'*  *  It  is  further  mutually  agreed  by  and  oetween  the  parties  hereto  that  this 
agreement  shall  continue  and  remain  in  force  for  the  period  of  not  less  than  5 
vears;  and  shall  not  then  nor  thereafter  terminate  until  one  of  the  parties  shsll 
nave  given  12  months*  written  notice  to  terminate  it.* 

**  *  South  Improvement  Company,  party  of  the  first  part,  by  Peter  H.  Watson, 
president  (president  of  Erie  Railway  Company  1872  to  1874).* 

'* '  Parties  of  the  second  nart: 

*' '  Pennsylvania  Railroaa  Company,  J.  Edgar  Thomson,  president,  and  for  the 
Pennsylvania  Company,  Philadelphia  and  Erie  Railwav  Company,  Northern  Cen- 
tral Railway,  Allegheny  Valley  Kailroad,  Camden  and  Amboy  Kail  way. 

*' '  The  New  York  Central  and  Hudson  River  Railroad  Company,  William  H. 
Vanderbilt,  vice-president,  and  for  the  Lake  Shore  and  Michigan  Southern  Bail- 
way  Companv. 

**  *  Erie  Railway  Company,  Jay  Oould,  president,  and  for  the  Atlantic  and  Great 
Western  Railroad  Company.* 

**  (Original  contract,  Pamphlet  B, p.  7, Oeorge  Rice.) 

*'  Frank  Rockefeller,  brother  of  John  D.,  on  July  7. 1876,  testified  before  a  Con- 

gressional  committee  against  his  brother  (jter  following  extracts),  and  fully  con- 
rmed  the  results  of  the  disastrous  effects  of  the  above  contracts  by  saying  that 
John  D.  Rockefeller  and  Henry  M.  Flagler  told  him, '  If  youdon*t  sell  your  prop- 
erty to  us  it  will  be  valueless,  because  we  have  got  advantages  wil^  the  raHroads' 
(tactics  of  Jack  Sheppard.  Claude  Duval) : 

**  *  Q.  Do  you  know  how  many  refiners  there  were  in  Pittsburg  prior  to  this 
alleged  combination? — ^A.  I  have  been  told  there  were  60  and  odd  refineries. 

*'  *  Q.  How  many  are  there  now? — ^A.  I  was  told  by  the  same  parties  that  there 
were  now  less  than  30,  and  very  few  doing  any  business. 

'"  Q.  (Bv  Mr.  Reoan.)  What  is  the  cause  of  that  reduction  in  the  number  of 
refiners? — A.  I  suppose  the  main  cause  has  been  the  fact  that  they  could  not  make 
money.  I  have  understood  that  the  same  lever  was  brought  to  bear  upon  them 
as  upon  the  Cleveland  refiners.  We  had  in  Cleveland  at  one  time  about  90  estab- 
lishments, but  the  Sputh  Improvement  was  formed  and  the  Cleveland  companies 
were  told  that  if  they  didnx  sell  their  property  to  them  it  would  be  vi&lueless; 
that  there  was  a  combination  of  railroaa  and  oil  men;  that  they  would  buy  all 
they  could,  and  that  all  they  didn*t  buy  would  be  totally  valueless,  because  they 
would  be  unable  to  compete  with  the  South  Improvement  Company,  and  the 
result  was  that  out  of  the  ^  there  were  only  4  or  6  that  didn*t  sell. 

**  *  Q.  From  whom  was  that  information  received?— A.  From  the  officers  of  the 
Standard  Oil  Company.  They^  made  no  bones  about  it  at  all.  They  said, ' '  If  yon 
don't  sell  your  property  to  us  it  will  be  valueless,  because  we  have  got  advantiM^ 
with  the  railroads." 

Give  the  names?— A.  J.  D.  Rockefeller,  H.  M.  Flagler,  and  O.  H.  Payne. 
(By  Mr.  Ross.)  Mr.  Payne  is  the  son  of  the  member  of  Congress  of  that 
name? — A.  Yes,  sir. 

**  *  Q.  Have  you  heard  those  gentlemen  say  what  you  have  stated? — A.  I  have 
heard  Rockefeller  and  Flagler  say  so.  Other  parties  have  told  me  that  Payne  has 
used  the  same  argument  with  them. 

"  *  Q.  What  other  parties?— A.  I  won't  jfive  you  the  names  now.  There  are 
some  20  men  in  Cleveland  who  sold  out  under  the  fright,  and  almost  any  of  them 
will  tell  you  that  story. 

*'  *  Q.  Give  us  the  names  of  some  of  those  that  sold  out? — ^A.  J.  W.  Fauoett,  of 
Cleveland;  W.  C.  Scofield,  Joseph  Stanley,  John  Chritchely.  Those  are  some  of 
them.' 

**I  also  refer  to  the  testimony  of  John  Alexander,  W.  H.  Doane.  Charles  I. 
Morehouse,  and  Isaac  L.  Hewitt,  who  sold  out  one-third  to  one-half  of  the  cost  of 
their  refineries  (B.  1^19). 

"FREIGHT  RATES  DOUBLED  WITHIN  30  DAYS  AFTER  SIGNING  OF  THESE  COM- 
TRACTS  IN  ORDER  THAT  THE  REBATES  MIGHT  NOT  BE  SO  DISPROPORTIONATE 
TO  THE  TARIFF  CONTRACT  RATE. 

*'On  February  26,  1872,  39  days  after  these  iniquitous  contracts  were  made, 
freight  rates  on  petroleum  were  doubled,  and  on  oil  only  (South  Improvement 
pamphlet,  p.  5) ,  by  which  these  most  extraordinary  of  rebiates  would  not  seem  so 
oisproportionate  to  the  tariff  rates. 

"  In  this  connection  it  might  be  well  to  state  that  the  charter  of  the  South 

» The  words  iu  parenthesis  are  comment  by  Mr.  Rice. 
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Improvement  Company  was  rei)ealed  by  the  legislature  of  Pennsylvania,  under 
the  intense  excitement  and  universal  indignation  aroused  against  it  throughout  the 
oil  regions  from  producers,  refiners,  and  shippers  of  oil. 

'*  On  March  25,  1872,  the  same  lines  of  railway,  under  threats  of  destruction  of 
their  prox>erties,  entered  into  an  agreement  with  the  independent  refiners  and 
producers  of  oil  to  give  them  equal  rates  and  facilities  as  enjoyed  by  .the  Standard 
Oil  Companv,  as  foUows:  * 

*'  *  That  aU  arrangements  for  the  transportation  of  oil  after  this  date  shall  be 
upon  a  basis  of  perfect  equality  to  all  shippers,  producers,  and  refiners,  and  that 
no  rebates,  drawbacks,  or  other  arrangements  or  any  character  shall  be  made  or 
allowed  that  will  give  any  party  the  shghtest  difference  in  rates  or  discrimination 
of  any  character  whatever.    »    »    *    * 

*'*And  said  rates  shall  not  be  liable  to  any  change,  either  for  increase  or 
decrease,  without  first  giving  to  William  Hasson,  president  of  the  producers' 
union  at  Oil  City,  at  least  90  days'  notice  in  writing  of  such  contemplated  change. 

''  *  In  the  distribution  of  cars  for  shipments  it  shall  be  done  without  dis^crimi- 
nation. 

**  *  On  the  basis  as  hereinbefore  stated,  the  parties  respectively  agree  to  carrv 
ont  the  arrangements  in  good  faith  and  work  for  the  mutual  interests  of  each 
other. 

"* '  In  witness  whereof  the  parties  have  hereunto  affiled  their  signatures,  this 
25th  day  of  March,  A.  D.  1872. 

'* '  For  the  Lake  Shore  and  Michigan  Southern  Railroad  Comi>any,  H.  F.  Clark, 
president. 

"  *  For  the  Erie  Railroad  Company,  O.  H.  P.  Archer,  vice-president. 

**  *  For  the  New  York  Central  and  Hudson  River  Railroad  Company,  Wm.  H. 
Vanderbilt,  vice-president. 

**  *  For  the  Atlantic  and  Great  Western  Railroad  Company,  G^eorge  B.  McClel- 
lan,  president. 

"  *  For  the  Pennsylvania  Railroad  Company,  Thomas  A.  Scott,  vice-president.' 

"  It  is  important  to  note  the  fact  that  the  a  Dove  90-day  notice  was  never  given 
in  order  that  competitive  shipx>ers  would  understand  that  said  agreement  was 
honestly  kept  in  full  force  ana  effect. 

*'  Simon  Sterne,  counsel  for  the  Hepburn  committee,  says  that  ^  after  the  South 
Improvement  Company  was  broken  up  these  same  terms  and  rebates  were,  with- 
out any  open  contract,  substantially  continued  to  the  Standard  Oil  people.' 

''C^rge  R.  Blanchard,  then  second  vice-president  of  the  Erie  Railway  Com- 
pany, on  October  17,  1879,  testified  before  the  Hepburn  committee  *  that  this 
a^H'eement,  although  fuU^  considered  and  agreed  upon,  lasted  less  than  two 
w^eeks.'^  So  that  necessarily  the  same  contract  transportation  rates  and  rebates 
continued  indefinitely. 

"TBU8TBE8  OP  THE  STAin>ARD  OIL  TRUST  TESTIFY  IN  1879  THAT  THEY  CON- 
TROLLED 85  PER  CENT  OP  THE  OIL  INDUSTRY,  WHERE  7  YEARS  PREVIOUSLY 
THEY  ONLY  CONTROLLED  5  PER  CENT. 

'*  In  October,  1879,  Henry  H.  Rogers,  present  trustee  (p.  2615),  and  J.  A.  Bost- 
•mck,  a  former  trustee  (p.  2696),  testified  before  the  Hepburn  committee  of  New 
York  that  the  Standard  Oil  Company  at  this  early  date  controlled  95  per  cent  of 
the  entire  oil  industry  of  the  United  States,*  when  just  previous  to  the  maldng 
of  these  rebate  contracts  the  Standard  Oil  Company  only  had  5  per  cent  of  it, 
having  acquired,  by  dishonest  and  unlawful  means,  within  the  brief  space  of  7 
years  90  per  cent  more  of  this  great  industry,  transforming  and  completely  chang- 
ing ownership  from  the  hands  of  the  many  into  the  hands  of  a  minor  few, 
-wholly  through  the  connivance  and  conspiracy  combination  and  acts  of  Standard 
and  railroad  officials. 

"Moreover,  while  the  Standard  was  thus  building  up  its  monopoly  the  rail- 
roads were  at  the  same  time  destroying  the  value  or  their  own  properties,  and 
the  nonpayment  of  dividends  and  apjKjintment  of  receivers  in  many  instances 
were  due  to  these  unwise,  illogical,  and  dishonest  practices. 

**  The  effect  of  these  contracts  was  to  carry  Standard  oil  free  and  pay  it  a  large 
bonus  besides.  Railroad  freights  were  doubled  that  greater  rebates  "might  fol- 
low, while  the  consumer  of  petroleum  became  the  victim,  and  was  forced  to  pay, 
indirectly,  untold  millions  of  rebates  in  higher-priced  oil  and  of  a  poorer  qusuity 

- 

» Cf .  p.  640. 

*Mr.  Blancbard's  statement,  with  the  context,  is  quoted  on  p.  642,  footnote. 

'See  the  text  of  Mr.  Rogers's  and  Mr.  Boetwick's  testimony,  pp.  646,647,  footnote. 
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4;hroagh  railway  tariff  exactions  for  the  sole  benefit  of  a  few  nnflcmpaloiiB  nil 
and  trust  officials  jointly  interested. 

**  Frank  Rockefeller  also  testifies,  Joly  7, 1876,  that  snch  prominent  railroad  men 
as  William  H.  Vanderbilt,  Amasa  Stone,  Devereanx,  and  John  Newell,  were 
stockholders  in  the  Standard  Oil  Company. 

**  *  Q.  You  spoke  a  while  ago  of  haying  ];)er8onal  knowledge  of  certain  railroad 
officials  having  been  stockholders  in  the  Standard  Oil  Cknnpany — ^how  do  yoa 
know  that?— A.  I  know  it  from  the  officers  of  the  Standard  Oil  Company  telling 
that  they  were  stockholders. 

***Q.  Who  are  they?— A.  William  H.  Vanderbilt,  the  vice-president  of  the 
New  York  Central  Company,  was  at  one  time  a  stockholder  in  the  Standard  Oil 
C^impany;  also  Amasa  Stone,  of  Cleveland,  the  ^neral  manager  of  the  Lake 
Shore  road,  and  I  have  verv  good  reason  for  beheving,  though  I  do  not  know 
it,  that  Mr.  Devereanx  and  Mr.  Newell  are  both  stockholders  at  the  present  time. 
Mr.  Stone  sold  his  st(x*k  some  2  years  ago,  at  or  before  the  time  when  he  quit  the 
railroad.  He  put  his  stock  on  the  Cleveland  market  and  sold  it,  and  he  is  not, 
I  believe,  a  Htockholder  to-day.' 

**  And  says  he  thinks  that  William  H.  Vanderbilt,  Tom  Scott,  Devereaox,  Newdl, 
and  other  officials  of  the  railroads  received  rebates. 

"  'Q.  (By  the  Chairman.)  Give  us  the  names  of  the  officials  of  the  railroads 
that  you  think  received  tUe  benefit  of  this  rebate. — ^A.  Understand  me.  I  doii't 
say  that  they  did  get  it.    It  is  merely  my  opinion. 

*' '  Q.  Give  me  the  names  of  the  gentlemen  that  you  think  do  rean  the  benefit  of 
that  rebate. — A.  I  think  that  Mr.  Devereanx  gets  it,  and  that  Mr.  Newell  gets  it, 
that  Tom  Scott  gets  it,  and  that  Mr.  Vanderbilt  gets  it,  and  other  officers  of  those 
roads  whose  names  are  not  in  my  mind  at  present.' 

''Also  further  testifies  that  rebates  go  into  a  pool  and  are  divided  up  between 
the  Standard  Oil  Company  and  railroad  officials. 

*"  Q.  What  do  you  mean  by  the  pool — a  pool  among  the  railroads  or  among  the 
oil  men? — A.  I  don't  give  this  as  a  positive  fact,  but,  as  I  understand  the  arrange- 
ment, the  New  York  Central,  the  Erie,  the  Atlantic  and  Great  Western,  me 
Pennsylvania  Railroad,  the  Cleveland,  Columbus  and  Cincinnati,  and  the  Balti- 
more and  Ohio  roads  have  a  pool — are  combined  for  the  purpose  of  shipping  oil, 
and  oil  only — and  in  this  pool  the  Baltimore  and  Ohio  gets  a  certain  number  of 
barrels  to  go  over  its  road,  the  Lake  Shore  so  many  to  go  over  its  road,  and  the 
Pennsylvania  Company  so  many  to  go  over  its  roaa  from  different  points  in  the 
country,  and  on  the  oil  that  is  shipped  over  these  roads  by  the  pool  and  the  Stand- 
ard Oil  Company  there  is  a  rebate  or  a  drawback  from  the  shipment  of  so  much, 
which  is  put  into  this  pool,  over  whichever  road  the  oil  may  go,  and  that  rebate 
is  dividea  up  between  the  Standard  Oil  Company  and  the  railroad  officials. 

^* '  Q.  The  railroad  officials,  do  you  say? — ^A.  So  I  understand  it.  I  don't  say 
that  of  my  own  knowledge. 

"  *  Q.  Then  it  does  not  go  to  the  railroads  themselves? — ^A.  No,  sir. 

'* '  Q.  But  to  the  railroad  officials?— A.  To  the  railroad  officials.' 

*'  It  will  be  quite  interesting  to  figure  out  in  dollars  and  cents  the  amount  of 
rebate  money  x>ei^  barrel  the  Standard  OH  Company  received  off  the  shipments  of 
its  competitors  under  these  ironclad  rebate  contracts,  it  being  made  the  m^um 
to  pay  over  into  a  trust  i)ool  the  following  gross  competitive  rebates,  which  were 
to  be  divided  between  rail  and  trust  officials: 

"REBATES  OF  $7.60  TO  |30  PER  BARREL  TO  RAIL  AND  TRUST  OFFICIALS  ON 
COMPETITIVE  SHIPMENTS  OF  CRUDE  OIL.  THE  ATERAOE  MARKET  PRICE  OP 
CRUDE  OIL  FOR  THIS  YEAR  WAS  $8.64  PER  BARREL. 

**  On  shipments  of  crude  petroleum  from  any  common  point,  Oil  City,  Union, 
Corry,  Irvineton,  so  designated  by  the  contracts,  the  open  public  tariff  rates  from 
said  points  to  Cleveland  and  Pittsburg,  where  Standard  Oil  refineries  are  located, 
was  80  cents  a  barrel,  whUe  the  underhand,  secret  rebate  was  40  cents  a  barrel, 
so  that  the  Standard  Oil  Company  not  only  received  40  cents  a  barrel  rebate  on 
each  barrel  it  shipped  for  its  own  direct  use,  while  it  additionally  received  ftrom 
off  the  shipments  of  its  competitors  ^  a  share  in  19  times  this  amount,  or  |7.60  per 
barrel,  as  against  each  barrel  it  shipped,  which  went  into  the  rebate  trust  pool,  as 
previously  testified  to  by  Frank  Rockefeller. 

*'  From  said  points  to  Baltimore  and  Philadelphia  the  open  tariff  rate  on  crude 
petroleum  wa.s  $2.41,  to  New  York  $2.56,  and  to  Boston  $2.71  per  barrel,  while  the 
rebate  to  each  point  was  $1.00  a  barrel,  so  that  the  Standard  Oil  Company  not 
only  received  $1.06  a  barrel  rebate  on  each  barrel  it  shippjed  for  its  own  use,  but 
additionally  received  from  off  the  shipments  of  its  competitors  a  share  in  19  times 

"  >  See  Mr.  Archbold,  pp.  679, 540, 563. 
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this  amotmt,  or  $20.14  per  barrel,  as  against  each  and  every  barrel  it  shipped, 
which  was  also  dnmpea  into  the  rebate  trust  pool. 

REBATES  OF  |».50  TO  $86  PEB  BABBEL  TO  BAIL  AND  TBUST  OFFICIALS  ON  COM- 

PBTrnVB  SHIPMENTS  OF  BEFINED  OIL. 

"  On  refined  oil,  benzine,  and  other  products  of  the  mannfactore  of  x)etrolenm 
these  secret  rebates  weregnreater,  as  the  following  will  show: 

"  The  open,  public  tariff  rate  under  these  contracts,  from  Cleveland  and  Pitts- 
burg to  ^Qtdmore  and  Philadelphia  was  $1 .85  'per  barrel;  to  New  York,  $2.  From 
Cleveland  to  Boston  (Pittsburg  left  out),  $2.15  i)er  barrel,  while  the  rebates  from 
and  to  all  these  points  was  50  cents  a  bairel,  so  that  the  Standard  Oil  Company 
not  only  received  50  cents  a  barrel  rebate  on  each  barrel  it  shipped  for  its  own 
use,  but  additionally  received  from  off  the  shipments  of  its  competitors  a  share 
in  19  times  this  amount,  $9.50  i)er  barrel  rebate,  as  against  each  barrel  it  shipi>ed, 
which  also  went  into  the  rebate  trust  pool. 

"  The  tariff  rates  under  these  contracts  from  desip^nated  common  points,  such 
as  Oil  City,  Union,  Corry,  Irvineton,  where  competitive  refineries  were  located, 
was  92  cents  per  barrel  more  with  less  hauls  to  an  seaboard  points,  as  follows: 

"  To  Baltimore  and  Philadelphia,  $2.77;  New  York,  $2.92;  Boston,  $8.07  per  bar- 
rel, while  the  rebates  from  and  to  all  these  x>oints  were $1.32  per  barrel,  so  that  the 
Standard  Oil  Company  not  only  received  $1.32  x)er  barrel  rebate  on  each  barrel  it 
shipped  for  its  own  direct  use,  out  in  addition  thereto  it  received  from  off  the  shix>- 
ments  of  its  competitors  a  share  in  19  times  this  amount,  or  $25.08  per  barrel,  as 
against  each  and  every  barrel  it  shi^ed,  which  was  also  put  into  this  rebate  pool  to 
be  divided  between  rail  and  trust  omcials.  The  average  market  price  per  barrel  of 
crude  petroleum  in  1872  was  $3.64,  or  8.66  cents  per  gallon,  while  the  average 
market  price  of  refined  oil  for  export  in  the  same  year  was  24.9  cents  per  gallon,  or 
$12.45  per  barrel,  and  this  is  how  the  Standard  Oilmonolopy  has  made  oil  so  cheap 
to  the  consumer. 

'*  These  most  extraordinary  revelations  seem  incredible  and  beyond  belief,  but 
they  are  the  facts  as  revealed  by  these  contracts,  and  are  plainly  the  sole  cause  of 
the  creation  of  the  Standard  Oil  monopoly,  the  Standard  Oil  Trust,  and  the  forma- 
tion of  the  present  epidemic  of  trusts. 

*'  Hon.  Franklin  B.  Gowen,  former  president  of  the  Philadelphia  and  Beading 
Railroad  Company,  had  this  to  say  before  the  Interstate  Commission  January 
17, 1888: 

*' '  I  remember  well,  in  those  halcyon  days  when  Fisk  and  GK>uld  controlled  the 
Erie  Railway  and  managed  the  Atlantic  and  Great  Western  Railroad,  that  an  oil 
association  made  a  contract  with  the  railroad  oomx>any  which  gave  them  a  rate 
on  oil,  based  upon  the  price  at  tide  water,  with  a  guaranty  that  a  fixed  rate  per 
barrel  profit  snould  be  made  in  handling  it.  The  first  year's  business  over  the 
Atlantic  and  Western  Railroad  developed  the  fact  that  t^e  hundreds  of  thousands 
of  barrels  transported  under  this  contract  brought  not  1  cent  into  the  treasury  of 
the  railroad  for  transportation,  and  that  the  rauroad  company  had  to  x>a7»  at  the 
end  of  the  year,  25  cents  ux)on  every  barrel  for  the  privilege  of  transporting  it  in 
order  to  make  up  the  guaranty  of  a  fixed  profit  to  the  dealer.' 

"TO  TAKE  EFFECT  OCTOBER  1,  1874.-PLAN  BY  WHICH  A  COMBINATION  OF  RAIL- 
WAYS FORCE  THE  INDEPENDENT  PIPE  LINES  OF  THE  OIL  REGIONS  TO  SELL 
OUT  TO  THE  STANDARD  OIL  MONOPOLY  AT  THE  PRICE  OF  OLD  JUNK,  AND 
ALSO  GAVE  THEM  ADDITIONAL  DISCRIMINATIONS  IN  THE  SHIPMENTS  OF 
REFINED  OIL,  IN  GROSS  VIOLATION  OF  THE  AGREEMENT  OF  MARCH  25, 1872. 

**  'After the  wholesale  destruction  of  competitive  oil  refineries  by  the  railroad 
rebate  contracts  of  1873,  which  absolutely  gave  the  Standard  Oil  Company  the 
monopoly  in  the  manufacture  of  i)etroleum  and  of  its  rail  transportation,  achieved 
so  easily  and  with  such  great  success,  that  2  years  later  (187^  it  eagerly  sought 
and  again  applied  to  the  railroads  for  help  to  secure  the  control  and  monopoly  of 
the  loical  pipe-line  transportation  of  i)etroleum  in  the  oil-producing  regions,  which 
was  easily  accomplished  by  their  mutual  and  trusted  friend,  J.  H.  Rutter,  general 
freight  agent  of  the  New  York  Central  and  Hudson  River  Railroad  Company. 
He  issued  a  circular,  to  take  effect  October  1, 1874,  as  follows:  ^ 

* ' '  From  which  shall  be  refunded  22  cents  a  barrel  only  on  oil  coming  from  pipes 
which  maintain  the  agreed  rates  of  pix>eage.'' 

''  The  a^eed  rates  of  pineage  could  not,  of  course,  be  maintained  by  the  inde- 
pendent pipe  lines,  which  nad  to  lower  transportation  rates  in  order  to  offset  the 
exclusive  22-cent  rebate  advantage  given  to  the  Standard  Oil  Company,  by  which 

>8eetbeclrctilArlnfa]l,p.  841.  •  See  Mr.  Boyle,  p.  4M. 
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they  were  enabled  to  bid  22  cents  a  barrel  more  for  crude  oil  and  not  looe  any- 
thing. The  resnlting  effects  were  that  the  old,  eetablished  pipe  lines  bad  to  sue- 
cnmb.  They  conld  not  make  money  and  were  forced  to  sellout  thor  properties 
at  the  price  of  old  junk  to  thoee  joint-interested  railroad  and  Standard  Oil  con- 
spirators. 

** E.G. Patterson,  before  the  Hepburn  committee, Au^To^t  28, 1879,  testified  as 
follows: 

*  *  *  A.  The  effect  of  it  was  that  whoever  was  dealing  through  a  pipe  line  whi<^  was 
receiving  that  22-cent8  drawback  from  a  railroad  company,  absorbed  or  crushed 
out  the  business  of  any  opposition  pix)e  line,  by  putting  its  buyers  into  the  field  and 
bidding  the  whole  or  a  portion  of  that  drawback,  more  for  the  product  than  thoee 
who  were  buying  through  another  pipe  line  could,  not  receiving  such  a  drawback.*  * 

**  Simon  Sterne,  in  his  arg^ument  before  the  Hepburn  committee,  said  as  follows: 

**  'After  the  Rutter  circular  appeared  the  inaependent  pipe  lines  died  off  Uke 
sheep  and  were  all  bought  up  by  the  Standard  Oil  Company.' 

''As  early  as  1874  the  Standard  Oil  Company  was  in  xKXHession  of  all  tank  cars 
and  the  terminal  facilities  of  the  railroads  at  the  seaboard.  (Qeorge  Bice  book, 
pp.  88, 39, 40.) 

"  Franklin  B.  Gk>wen'6  arg^ument  (p.  18)  before  the  Manufacturers*  Committee 
of  Congress  (1889)  has  this  to  say: 

**  'At  this  time  the  American  Transfer  Company,  according  to  the  testimony  cf 
its  owner,  Mr.  J.  A.  Bostwick  (p.  386) ,  was  a  corporation  having  from  50  to  75  nulee 
of  local  pipeage,  a  capital  of  $100,000,  and  no  debt.  And  yet  upon  this  small  capital 
it  received  from  the  8  trunk  lines  in  1878  the  magnificent  income  of  $8,093,750,  or 
22i  cents  upon  the  18,750,000  barrels  of  oil  shippedin  that  year,  equal  to  a  dividend 
of  8,098  per  cent  annually.' 

"1877-1878.-ATTACK  BY  THE  RAIL  LINES  UPON  THE  EMPIRE  TRANSPORTATION 
COMPANY,  BY  WHICH  ITS  REFINERIES,  PIPE  LINES,  1,000  TANK  CARS,  AND  409 
RACK  CARS  WERE  FORCED  INTO  THE  HANDS  OF  THE  STANDARD  OIL  COMPANY 
AT  A  RUINOUS  PRICE.*  FREIGHT  RATES  CUT  TO  8  CENTS  PER  BARREL  L^S 
THAN  NOTHING  DURING  THE  FIGHT,  AND  WHEN  ENDED,  COMPETITORS  OF 
THE  STANDARD  OIL  COMPANY  WERE  CHARGED  $1.00  PER  BARREL,  WHILB 
STANDARD  OIL  WAS  CARRIED  AT  11  CENTS  PER  BARREL,  NET,  IN  TANK  CARS. 
LUMP  SUM,  REGARDLESS  OF  WEIGHT-l,aOO  PER  CENT  DISCRIMINATION. 

**  The  transportation  tariff  rates  on  refined  oil  to  competitive  refineries  in  1878 
was  $1.90  per  barrel  to  the  seaboard.  The  Standard  Oil  Cknnxjany,  through  its 
well-trained  railroad  a^nt,  J.  H.  Rutter,  general  freight  agent  of  the  New  York 
Central  and  Hudson  River  Railroad  Company,  gave  it  a  special  freight  rate  on 
petroleum,  Cleveland  to  New  York,  of  $60  per  tank  car,  lump  sum,  retgardless  of 
weight,  or  60  cents  a  barrel,  average  rate,  from  which  there  was  deducted  the 
transportation  charge  on  crude  oil  from  the  oil  wells  to  Cleveland  and  Pittsburg 
on  the  basis  of  14  barrels  of  crude,  at  85  cents  a  barrel,  or  $4.90,  as  against  10  bar- 
rels of  refined  from  Cleveland  and  Pittsburg  to  New  York,  at  60  cents  a  barrel,  or 
$6,  leaving  $1.10,  net.  or  only  11  cents  a  barrel  paid  by  the  Standard  Oil  Company, 
as  against  $1.90  per  barrel  their  competitors  had  to  pay,  or  1,600  per  cent  fraight 
discrimination  allowed  them  by  the  conspiracy  acts  of  rail  officisus.' 

"187».~ATTACK  BY  THE  RAIL  LINES  UPON  THE  TIDE-WATER  PIPB  COICPANY  TO 
CRUSH  AND  DESTROY  IT  IN  THE  INTEREST  OF  THE  STANDARD  OIL  COMPANY- 
THE  TRUNK  LINES  OF  RAILWAY  AGAINST  THE  PHILADELPHIA  AND  READmO 
RAILROAD  COMPANY,  BY  WHICH  RAIL  RATES  WERE  REDUCED  TO  ONE-SIXTH 
OP  A  CENT  PER  TON  PER  MILE  AND  'BARELY  YIELDED  THE  COST  OF  THE  FUEL 
FOR  THE  ENGINES.' 

**  The  fight  against  the  Tide-Water  Pipe  Company^  would  have  succeeded  but 
for  the  prompt  financial  support  given  it  by  the  Philadelphia  and  Beading  Rail- 
road Company,  of  which  Hon.  Franklin  B.  Gtowen  was  president. 

**  The  Tide- Water  Pipe  Company,  first  projected  seaboard  pijw  line,  had  con- 
tracted to  ^et  its  oils  to  tide  water  by  another  and  cheaper  route  to  avoid  the 
excessive  discriminating  freight  rates  constantly  being  imposed  by  the  tronk 
lines  of  railway  in  the  interest  of  the  Standard  Oil  Company. 

**  The  Tide- Water  Pipe  Company  laid  a  6-inch  trui^  line  of  pipe,  110  miles  in 
length,  from  the  Bradford  oil  regions  to  Williamsport  (a  station  on  the  Reading 
Road) ,  and,  by  a  joint  traffic  arrangement  between  the  Philadelphia  and  Reading 

_>  Proceedinffs  of  the  Special  Comjuittee  on  RallroadB  of  the  Aflaembly  of  the  State  of  Ner 
York,  1879,  pT692. 

•See  Mr.  Archbold,  pp. 518, 614;  alao  p.  642,  footnote. 
■Seep.  713. 

•See  p. 788;  Mr. Boyle, p. 480;  Mr. Emery, p. 830.- 
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and  the  Central  RailToad  Compaxxy  of  New  Jersev,  had  secured  rates  to  the  sea- 
board which  were  to  be  equal  to  the  rates  i>aid  by  the  Standard  Oil  Company  over 
the  trunk  line  of  railway,  and  on  account  of  the  fight  freight  rates  were  cut  to  15 
cents  a  barrel  in  favor  of  the  Standard  Oil  Company,  which  barely  yielded  the 
cost  of  the  fuel  for  the  engines. 

"EXTBACT  FROM  ANIHTAL  RBPOBT  OP  FRANKLIN  B.  QOWEN,  PRESIDENT  OP  THE 
PHILADELPHIA  AND  READINa  RAILROAD  COHPANT,  TO  THE  STOCKHOLDERS. 

" '  Within  the  last  2  or  3  years  certain  producers  and  8hipi)ers  of  oil,  in  order  to 
reach  the  few  refineries  in  the  neighborhood  of  New  York  which  yet  remained 
independent  of  the  Standard  C^  Company,  associated  themselves  as  the  Equitable 
Pipe  Ldne  Company,  laid  a  local  pix>e  to  connect  with  a  railway  terminating  at 
Buftalo,  and  shipped  from  the  latter  place  crude  petroleum  in  canal  barges,  via 
the  Erie  Can^d,  to  the  waters  of  New  York  Bay. 

'*  *As  this  avenue  of  transportation  was  closed  during  the  winter,  it  proved 
ineffectual  as  a  source  of  permanent  supply,  and  in  order  to  secure  an  outlet  for 
the  entire  year,  as  well  to  Fhiladelphia  as  to  New  York,  certain  gentlemen  inter- 
ested in  the  Equitable  Pipe  Ldne  associated  themselves  into  a  limited  company,  as 
the  Tide- Water  Pipe  Line  Company,  limited,  and,  having  secured  the  right  of 
waf ,  laid  a  6-inch  pipe  line  a  distance  of  over  100  miles,  from  the  Bradford  oil 
region,  in  McEean  County,  Pa.,  to  Williamsport,  the  terminus  of  the  Catawissa 
branch  of  this  companv,  and  a  contract  was  entered  into  between  the  Tide- Water 
Pipe  Ldne  Company,  this  company,  and  the  Central  Railroad  Company  of  New 
Jersey  for  the  transportation  of  the  oil  to  Philadelphia  and  New  York  by  rail 
from  Williamsport. 

**  *  This  attempt  of  the  producers  of  oil  to  secure  an  outlet  index>endent  of  the 
Standard  Odl  Company  and  the  trunk  lines  was  at  once  resented  by  both  interests 
affected,  and  from  the  date  of  the  completion  of  the  pipe  line  to  the  present,  every 
effort  has  been  made  by  some  of  the  companies  interested  to  convert  the  profit- 
able business  of  the  transportation  of  oil  into  a  losing  one. 

'' '  The  trunk-line  rates  on  oil  by  rail  have  been  so  reduced  as  to  yield  at  times 
but  about  one-sixth  of  a  cent  per  ton  x>er  mile  for  its  transportation,  or  about 
one-quarter  of  the  actual  cash  cost,  and  for  many  months  motive  power  which 
might  have  been  most  profitably  employed  in  hauling  remunerative  traffic  has 
been  occupied  with  an  enormous  tonnage  of  oil  which  barely  yielded  the  cost  of 
the  fuel  for  the  engines.* 

*'  I  i^so  refer  t^s  commission  to  the  report  of  the  Hepburn  committee  of  New 
York,  January  32, 1880,  investigating  the  Standard  Oil  monopolv,  in  which  those 
astounding  and  celebrated  rebate  contracts  of  1872  were  exposed.  The  following 
are  extracts  of  the  report: 

*' '  In  which  these  roads  agreed  to  pay  said  company  rebates  on  shipments  to 
different  points,  ranging  from  40  cents  to  $3.07  per  oarreL'  * 

4(  4  4<  rjfy^Q  roads  transporting  the  refined  oil  shall  refund  to  the  refiners,  as  a 
drawback,  the  charges  paid  by  them  upon  the  crude  oil  reaching  their  refineries 
by  rail;  and  the  roads  transporting  tnrough  crude  oil  to  the  Eastern  seaboard 
shall  refund  to  the  shipx)ers  22  cents  per  bairel;  both  of  said  drawbacks  to  be  paid 
only  on  oil  reaching  tne  initial  points  of  rail  shipment  through  pipes,  the  owners 
of  which  maintain  agreed  rates  of  pii>age."  By  this  agreement  tne  roads  carry 
crude  oil  from  the  oil  regions  to  Cleveland  and  PittsDure  and  then  carry  the 
refined  oil  to  the  seaboard  as  cheaply  as  they  would  from  me  mouth  of  the  well. 
Mr.  Vanderbilt  explains  this  (Testimony,  p.  1596).'* 

**  *  In  June,  1879,  the  Tide- water  Pipe  Line  effected  a  connection  with  the  sea- 
board and  commenced  shipping  oil.  (Opposition ,  of  course ,  was  not  to  be  brooked, 
and  again  the  Standard  c^ed  upon  the  railroads  to  protect  them  ''  against  injury 
by  competition,"  and  again  the  railroads  responded.  On  June  5,  at  a  conference 
between  the  4  trunk  lines  and  the  Standard  i)eople  held  at  Niagara,  the  rate  on 
crude  oil  was  made  to  the  Standard  over  the  Ene  and  Central  20  cents  x>er  barrel 
(from  $1.40).'  The  rates  to  Philadelphia  and  Baltimore  were  made  the  same. 
(See  statement  of  Messrs.  Butter  ana  Blanchard,  exhibits,  pp.  621,622.)  This 
rednction  was  made  on  the  5th  of  June,  to  take  effect  as  of  the  1st  of  June.'^ 

"  The  Standard  got  the  *  plum; '  and  as  a  result  it  owns  exclusively  the  terminal 
facilities  for  handling  oil  in  PhiladelpMa  and  Baltimore. 

1  Report  of  Hepburn  Committee,  p.  4. 
s  Ibid.,  p.  43. 

t  ^'  From  $1.40''  is  comment  by  Mr.  Rice. 
*  Report  of  Hepburn  Committee,  p.  45. 
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**  It  owns  and  controlR  the  terminal  facilitiee  for  handling  oil  of  the  4  trunk 
roads.  It  owns  and  cumtrols  the  pipe  lines  of  the  producing  regions  tJiat  connect 
with  the  railroads.  It  controls  botn  ends  of  these  roads.  It  ehips  95  per  cent  of 
all  oil.     (Testimony  of  Bostwick,  p.  3696;  Rogers,  p.  2615;  Welch,  p.  8678.2 

'*  It  dictates  terms  and  rates  to  the  railroads.  (Testimony  of  Vt.  Butter, 
p.  2549,  which  is  confirmed  by  Mr.  Vanderbilt  and  Mr.  Bostwick.) 

**  They  can  use  the  power  here  given  them,  and  have  naed  it  to  crush  oat  oppo- 
sition. 

''  This  company  also  owns  all  the  oil  cars  run  on  the  Central  Boad. 

**  It  has  bought  out  and  frozen  out  refiners  aU  over  the  country. 

'*  By  means  of  the  superior  facilities  for  transportation  which  it  thus  possessed 
it  could  overbid  in  the  producing  regions  and  undersell  in  the  markets  of  the 
world. 

*'  Resting  under  the  common-law  obligation  to  treat  all  parties  alike,  they  delib- 
erately undertake  to  protect  a  certain  company  *  against  injury  by  competition.' 

**  Thus  it  has  gone  on  buying  out  and  freeadng  out  aU  opposition  until  it  has 
absorbed  and  monopolized  this  great  traffic,  this  great  production,  which  ranks 
second  on  the  list  of  exports  of  our  country. 

''And  yet  all  the  trunk  roads  have  grown  into  such  relations  with  this  oil  com- 
bination that  they  were  forced  to  forego  all  these  millions  they  might  have  earned 
and  look  to  the  other  produce  of  the  country  for  their  revenues. 

*'  They  bury  their  own  interests  in  the  interest  of  the  Standard  Oil  Company 
and  join  in  this  war  of  rates  to  protect  it '  against  injury  by  competition,'  whose 
business  and  transactions  are  of  such  a  character  that  its  members  declined  giv- 
inf^  a  history  or  description  of  it  lest  their  testimony  be  used  to  convict  them  of  a 
crime.     (See  testmiony  of  Messrs.  Bostwick,  Archbold,  Rogers,  etc.) 

»*J08IAH  LOMBARD,  R.  T.  BUSH,  QEORGE  P.  GREGORY,  COMPETTTIVE  OIL  REFDnSBS 
AT  THE  SEABOARD,  TESTIFY  IN  1879  WHAT  A.  J.  CASSATT,  NOW  PRESIDENT  OP 
THE  PENNSYLVANIA  RAILROAD  COMPANY,  AND  TOM  SCOTT,  PORMEB  PRESI- 
DENT, SAID  TO  THEM  ABOUT  THE  STANDARD  OIL  COMPANY. 

**  Cassatt  says  to  Liombard: 

*' '  That  the  Standard  Oil  Company  was  the  only  x^arty  that  could  keep  peace 
between  the  trunk  lines.' 

*' '  He  said  **  I  can  not  trust,*'  or,  rather,  he  said  '*  They  are  the  only  people  that 
can  keep  harmony." 

''  *  I  asked  Mr.  Cassatt  if  we  shipped  as  much  oil  over  the  Pennsylvania  Railroad 
as  the  Standard  Oil  Companv  whether  we  should  have  the  same  rate  of  freight. 
He  said  "No."    I  said  **Wny?"    He  said  because  they  would  not  be  satisned. 

**  *  We  asked  him  whether  the  discrimination  against  us  would  be  larger  if  the 
rate  of  freight  were  high  than  it  would  if  the  rate  of  freight  were  low.  He  said 
yes;  it  would  be.' 

"Also  said: 

**  *  That  if  we  built  a  pipe  line  he  would  buy  it  up  for  old  iron  in  60  days.' 

"  *  He  said  there  would  be  no  peace  or  profit  in  the  business  until  we  made  some 
arrangements  with  the  Standard  Oil  Company.' 

"  R.  T.  Bush  to  Mr.  Cassatt: 

"  '  Q.  That  is,  you  asked  ^ir.  Cassatt? — A.  Mr.  Cassatt,  whether  we  should  have 
as  low  a  rate  of  freight  as  the  Standard  Oil  Company  or  any  other  shipper.  He  said 
*  *  No. "  We  asked  him  why.  *  *  Well,  in  the  first  place,  you  can't  ship  as  much  oil  as 
the  Standard  Oil  Company."  "  Well,  if  we  could  ship  as  much  ou  " — ^I  think Idr. 
Lombard  pat  this  question — "would  we  then  have  the  same  rate?"  He  said 
"  No."  "  Why?  "  "  Why,  you  could  not  keep  the  road  satisfied;  it  would  make 
trouble;  you  would  not  keep  the  road  satisfied:  you  could  not  satisfy  the  roads; 
you  could  not  satisfy  the  dfeerent  trunk  lines; "  and  he  remarked,  in  connection 
with  that,  that  the  Standard  Oil  Company  was  the  only  party  that  could  keep  the 
road  harmonized  or  satisfied.' 

"  Well,  you  may  lay  all  the  pipe  lines  you  like  and  we  vnll  buy  them  up  for  old 
iron. 

"To  Tom  Scott: 

"  *  Q.  Go  back  again  to  the  interview  with  Colonel  Scott  and  tell  us  more  par- 
ticularly about  it. — A.  They  tried  to  make  us  believe  and  feel,  I  supx)ose,  that  we 
were  getting  our  due  proportion,  when  for  some  considerable  time  previous  to 
this  we  had  not  been  able  to  do  any  business  in  advance.  We  could  only  do  busi- 
ness from  hand  to  mouth.  We  could  not  sell  any  refined  oil  unless  we  absolutely 
had  the  crude  oil  in  our  possession  in  New  Yort,  and  Mr.  Lombard,  one  of  our 
number,  had  sold  a  cargo  of  crude  oil,  I  think,  of  9,000  barrels,  and  Denslow  & 
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Bush  abflolately  stopped  their  refinery  for  8  weeks,  coiuseqiiently,  in  order  to  let 
ih&T  oil  go  to  liombard  &  Ayers  to  finish  their  vessel,  because  they  would  only  get 
3  or  4  cars  a  day;  and  we  stopped  our  place  for  3  weeks  to  give  them  our  crude 
oil,  all  we  could  give— our  proportion — ^in  order  to  lift  them  out  and  get  their  vessel 
cleared. 

'*  *Q.  At  the  interview  between  Colonel  Scott  and  Mr.  Cassatt  and  yourself, 
here  at  Philadelphia,  did  you  gentlemen  propose  to  build  your  own  cars  or  pro- 
vide yourselves  with  cars? — A.  Yes,  sir;  we  told  Mr.  Scott  that  if  they  hadn't  suf- 
ficient cars  on  their  road  we  would  like  to  put  some  on,  and  he  told  us  flatly  that 
they  had  just  bought  out  one  line  and  they  would  not  allow  another  to  be  put 
on;  that  if  they  hadn't  cars  enough  they  would  build  them. 

«*  *  Whether  we  could  have — ^if  there  was  any  means  by  which  we  could  have 
the  same  rate  of  freight  as  other  shippers  got,  and  he  said  flatly  "  No; ''  and  we 
asked  him  then  if  we  shipped  the  same  amount  of  oil  as  the  Standard,  and  he 
said  '*  No,"  and  gave  the  same  reasons  Mr.  Cassatt  had  in  New  York. 

"*Q.  Did  he  give  you  the  information  as  to  the  rate  of  discrimination? — A. 
Ko,  sir.  All  the  information  we  ^ot  on  that  x>oint  was  from  Mr.  Cassatt,  in  New 
York,  when  he  stated  that  the  discrimination  would  be  larger  on  a  high  rate  of 
freight  than  on  a  low  rate  of  freight,  which  led  us  to  infer  that  it  was  a  percent- 
age discrimination.  That  is  all  the  point  that  I  recollect  we  ever  got  as  to  the 
amount  of  the  commission.' 
"  George  F.  Qre^orjr  to  Cassatt: 

"  *  We  asked  him  if  we  should  have  as  low  a  rate  of  freight — we  spoke  a  eood 
deal  of  what  had  been  printed  in  the  newspapers  in  regard  to  rates,  etc.,  ana  we 
asked  him  if  we  should  have  a  rate  of  freight  as  low  as  the  Standard  Oil  Com- 
pany, and  he  said  **  No." 

** '  Mr.  Lombard  asked  him  if  we  could  have  the  same  rate  of  freight  that  the 
Standard  had  if  we  shipped  the  same  amount  of  oil.    He  said  '  *  No;  ^ou  can  not. " 

'  *•  *  Mr.  Cassatt  declined  to  state  what  the  discrimination  was.  I  said  to  him, ' '  Is 
it  a  ffreater  discrimination  on  a  higher  rate  of  freight  than  it  is  on  a  low  rate," 
and  ne  said  **■  Yes."  He  said,  *'  Well,  I  didn*t  mean  to  answer  that  question;  but 
very  w^ell,"  he  said,  *'  I  have  answered  it." 

''  *Q.  Please  to  state  what  you  denominate  the  squeeze. — ^A.  A  squeeze  or  a 
scarcity  of  cars;  that  is  what  we  called  it;  a  difficulty  in  getting  cars  m  sufficient 
amount;  that  is  what  I  mean. 

**  ^  Q.  That  is,  Green  Line  cars,  you  mean,  from  Mr.  Brundred,  as  agent  of  the 
Pennsylvania  Bailroad?— A.  Yes,  sir.' 

«« This  ought  to  be  sufficient  to  briefly  summarize  how  the  Standard  Oil  Com- 
pany acquired  its  monopoly  of  the  petroleum  industry  and  still  holds  it  with  a 
btdldog  gxi^j  and  by  its  actions  considers  all  competitors  as  interlopers  or  out- 
laws. Mypamphlets,  here  introduced,  marked  "A,^  **  B,"  and ''  C,"  and  Newlin*s, 
marked  **  l3,"  will  more  fully  substantiate  it.  I  also  refer  this  committee  to  mv 
testimony  given  in  1888  before  a  Congressional  committee,  pages  573,  627,  644, 
651,789,746." 

PAVORITIBM  IN  BUYING  LUBRICATING  OILS. 

Q.  (By  Mr.  Jexks.)  Have  you  a  copy  with  you  of  this  testimony  before  the 
Congressional  committee? — A.  No,  sir;  I  have  not.  You  have  that  volume. 
Since  I  have  put  these  in  as  exhibits  I  think  I  had  better  put  these  others  in  as 
exhibits  now.  I  also  present  and  submit  to  this  commission  Exhibit  E,  the 
anthorized  Official  Ridlway  Guide  of  the  United  States  for  September,  1899,  which 
gives,  on  page  48  and  subsequent  pages,  a  list  of  the  44  unlawful  freight  associa- 
tions and  freight  committees  heretofore  mentioned  b^r  me. 

Ton  will  also  x)erceive  on  the  front  page  of  said  guide  an  advertisement  of  the 
"  Qalena  Oil  Comx>any  "—Standard  Cnl  Trust— in  which  this  trust  advertises  its 
goods  as  follows: 

'*  Galena  oils  are  used  on  nineteen-twentieths  of  the  total  railway  mileage  of  the 
United  States,  Canada,  and  Mexico,  and  are  being  introduced  in  Europe." 

Tbat  is  to  say,  the  Standard  Oil  Trust  here  admit  that  they  furnish  their  lubri- 
cating oils  to  95  Tfer  cent  of  all  the  railways  in  the  United  States,  Canada,  and 
Mexico,  and  portions  of  Eurox>e.  That  is  to  say,  this  trust  furnished  95  per  cent 
of  all  such  oils  as  are  used  by  the  railways  mentioned,  for  no  railroad  would  use 
tmst  and  comx>etitive  oils  in  conjunction.  These  oils  are  taken  by  the  railroads 
at  most  extraordinary  prices,  ranging  from  25  to  75  cents  a  gallon;  and  here  comes 
in  another  species  of  favored  freight  discriminations.* 

Q.  (By  Mr.  Farquhar.  )  That  seems  quite  a  large  claim  In  respect  to  the  Stand- 
ard Oil  Company  in  the  matter  of  Galena  oils.    What  is  the  character  of  the 

I  Bee  Mr.  Lee,  p.  988;  Mr.  Davis,  p.  860;  Mr^Moxmett,  p.dOe;  Mr.  Archbold,  p.  616;  Mr.  Paire,  p.  76ft. 


700  HEARINGS  BEFORE   THE   INDUSTRIAL  COMMISSION. 

Galena  oIIb  in  the  market  among  railroad  men  and  among  bnyere?— A.  Well,  I 
know  from  hearsay  that  they  fumiRh  different  grades  of  lubricating  petroleom, 
running  from  25  cents  np  to  cylinder  stock.  Tne  higher  grades  of  fabricating 
oils  are  generallv  cylinder  stock-^cylinder  goods. 

Q.  Has  it  not  been  a  fact  that  GheJena  oil  nas  really  held  the  American  market 
for  years  as  one  of  the  best  standard  oils^-best  quality  of  oil?— A.  I  do  not  know 
anything  about  the  qualitv. 

Q-  Is  It  not  a  fact  that  tne  headlight  oil  is  the  best  oil  made  in  the  world?— A.  1 
do  not  know  it  to  be  a  fact. 

Q.  Is  not  its  general  use  a  good  reason  for  thinking  that  it  is  soT—A.  WeQ,  I 
suppose  they  would  have  to  make  a  pretty  good  quality  of  oil  to  get  good  prices, 
but  at  the  same  time  they  get  greater  prices  than  any  competitor  could  get,  and 
a  competitor  could  hardly  get  any  chance.  I  know  that  on  general  hearsay.  Par- 
ties have  been  told  that  they  could  not  sell  the  railroads  of  the  country  Inbncat- 
ing  oils,  because  if  they  did  the  Standard  Oil  Company  would  not  give  them  any 
freight. 

Q.  Do  vou  know  whether  it  is  the  tsct  or  not  that  the  Standard  Oil  CompanY 
paid  exorbitant  prices  for  the  Galena  formula,  for  the  word? — ^A.  No;  I  do  not  know. 

Q.  Have  you  ever  sold  oil  in  competition  with  the  Gulena  oil  anywhere?— A 
No;  I  have  sold  some,  but  in  a  very  moderate  way.  I  never  manufactured  any 
fanc^  brands  of  lubricants  at  aU.  I  just  manufactured  ordinary  oil— ordinaiy 
lubricant — a  cheap  grade. 

Q.  (By  Mr.  Jenks.)  You  spoke  a  moment  ago  about  the  hi^h  prices  tiie  Stand- 
ard Oil  Company  received  from  the  railroads  for  lubricating  oil.  Were  you  going 
to  support  that  general  statement  by  the  specific  jjrices? — ^A.  No;  I  can  not  su^ 
port  that  by  specific  prices,  excepting  by  talking  with  persons  that  knew  abontit 
who  have  tried  to  sell  the  railroads  and  have  been  told.    It  is  onlv  hearsay. 

Q.  (By  Senator  Kyle.  )  What  are  the  figures  that  are  paid  for  ijiiskind  of  oQ?- 
A.  From  25  cents  up  to  75  cents  a  gallon.  There  are  some  oils  as  high  as  $1  a 
gallon. 

Q.  ( By  Mr.  Jenks.  )  Your  information  in  reference  to  high  prices  is  on  an^ority 
of  the  Standard  s  competitors  and  not  on  authority  of  any  of  the  Standard's  offi- 
cials or  of  railroad  officials? — A.  No,  sir;  no,  sir. 

Mr.  Jenks.  Continue,  please. 

DESPEAUX  V.  PENNSYLVANIA  RAILROAD  COMPANY.  DISCRIMINATIONS  1881  TO  1888 

The  Witness.  By  permission  of  Mr.  J.  W.  M.  Newlin,  of  Philadelphia,  who  was 
the  attorney  for  some  French  refineries,  I  put  in  this  book,  marked  '*  D,'*  under  life 
title  of  Despeaux  v.  Pennsylvania  Railroad  Company.  It  is  a  bill  of  exceptions  in 
a  suit  for  freight  discrimmation  that  occurred  in  1882  and  1883;  but  Uie  cases 
were  tried  last  year,  and  William  Rockefeller  and  several  Standard  Oil  Com- 
pany officials  testified  in  Philadelphia.  I  did  not  expect  that  Mr.  Newlin  was 
l^oing  to  give  me  the  privilege  of  putting  it  in.  In  this  exhibit  there  are  several 
important  contracts  made  with  the  Standard  Oil  Trust,  including  a  special  con- 
tract of  AuguHt  22, 1884,  made  by  the  National  Transit  Company  and  the  Penn- 
sylvania Company,  by  which  the  Standard  Oil  Trust,  through  tne  National  Transit 
Company,  was  to  pay  to  the  Pennsylvania  Railroad  Company  26  per  cent  of  all 
the  petroleum  freights  carried  from  the  oil  re^on  to  the  seabcMird  at  tariff  rates. ' 
I  have  referred  to  this  in  my  testimony.  I  will  now  read  a  letter  of  the  counsel 
covering  the  substance  of  the  case:  * 

Philadelphia,  Pa.,  November  f,  1S99. 

Dear  Mr.  Rice:  Referring  to  your  request  for  information  as  to  the  facts 
developed  in  the  taking  of  testimony  in  the  cases  of  Fenaille  &  Despeaux  t\  The 
Pennsylvania  Railroad  Company  in  the  circuit  court  of  the  United  Stat<es  for  the 
eastern  district  of  Pennsylvania,  and  in  the  case  of  Ladenburg,  Thalmann  &  Co. 
V.  the  Pennsylvania  Railroad  Company  In  the  court  of  common  pleas.  No.  4,  of 
Philadelphia  County  (both  of  which  cases  are  still  pending),  I  bc^  to  say  as  fol- 
lows: 

In  the  Fenaille  &  Despeaux  case  it  was  shown  that  the  plaintifE  paid  local  pip- 
age 20  cents  per  barrel  to  Foxburg  and  other  points  in  that  region  on  crude  ou, 
and  that  in  addition  thereto  the  plaintiff  paid  to  the  Pennsvlvania  Railroad  Com- 

§any  48  cents  per  barrel  for  its  carriage,  all  rail,  from  Foxourg  to  Communipaw 
unng  the  years  1881, 1882,  and  1883.    It  was  also  shown  that  the  Pennsylvania 
Railroad  Company  at  the  same  time  and  between  the  same  points  carriea  cmde 


1  For  the  text  of  this  contract  see  p.  603. 

*  See  p.  750  for  criticism  of  Mr.  Newlin's  urgament. 
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oil  for  the  Standard  Oil  Company  of  New  York  at  a  reduction  of  221  cents  per  barrel. 

It  was  further  shown  in  the  same  case  that  the  plaintiff  paid  20  cents  local  pip- 
age on  crude  oil  to  McCalmont  and  other  points  in  the  same  region,  and  that  the 
Pennsylvania  Railroad  Company  then  earned  it  to  Communipaw  and  charged  the 
plaintiff  33  cents  x)er  barrel. 

At  the  same  time  the  Pennsylvania  Railroad  Company  was  carrying  crude  oil 
between  the  same  xxnnts  for  the  Standard  Oil  Comi>any  of  New  York  as  proven 
in  this  way: 

On  May  6, 1881,  the  National  Transit  Comx>any  made  an  agreement  with  the 
Pennsylvania  Railroad  Company  concerning  the  shipments  of  crude  oil  to  the 
seaboard  under  which  these  reductions  in  favor  of  the  Standard  Oil  Company 
were  effected.    I  have  furnished  you  a  copy  of  this  agreement. 

It  was  shown  on  the  trial  of  tne  Fenaille  &  Despeaux  Case  that  at  the  time 
named  a  majority  of  the  stock  of  the  National  Transit  Company  was  deposited, 
with  other  corporation  stock,  with  the  Standard  Oil  trustees,  who  also  held 
practically  all  or  the  stock  of  the  Standard  Oil  Company  of  New  York,  and  that 
upon  the  basis  of  the  stockholdings  of  the  trust  the  Standiurd  Oil  Trust  certifi- 
cates were  issued. 

The  agreement  between  the  National  Transit  Company  provides  for  a  division 
of  the  through  rate  on  crude  oil  from  the  wells  to  seaooard  between  the  National 
Transit  Company  and  the  Pennsylvania  Railroad  Company.  The  clauses  of  the 
contract  particularly  referring  to  this  are  paragraphs  4  and  8  thereof. ' 

Now,  taking  Foxburg-to  Communipaw,  the  local  pipage  being  30  cents  and  the 
all-rail  carriage  48  cents,  or  68  cents,  and  the  evidence  showing  that  the  transit 
company  under  this  agreement  delivered  large  amounts  of  oil  to  the  railroad  com- 
pany at  Foxburg,  which  oil  it  was  shown  by  the  transit  company's  secretary, 
Mr.  John  Bushnell,  belonged  to  the  Standard  Oil  Company  of  New  York,  this 
particular  oil  was  paid  for  on  the  following  basis: 

Starting  with  68  cents  as  the  through  rate  from  the  wells  to  Communipaw,  via 
Foxburg, one-fourth  of  68  cents,  viz,  17  cents,  went  to  the  local  pipe  line  (i. e.,  the 
Transit  Company)  "and  one-half  of  the  difference  between  this  one  fourth  (i.  e. ,  17 
cents)  and  the  said  public  rate  (i.e., 68  cents)  shall  be  considered  as  due  and  to 
be  paid  to  the  railroad."    The  charge  is  worked  out  thus: 

Cents. 

Local  to  Foxburg _ 20 

Throug^h  to  Communipaw  (New  York) 48 

68 
One-fourth  to  local  pipe 17 

This  leaves  balance  of 51 

One-half  of  this  balance  to  railroad  company  is 25i 

The  amount  paid  railroad  company  by  Fenaille  &  Despeaux  was 48 

Amount  paid  by  Standard  to  railroad  company 25i 

Rebate  to  the  Standard  Oil  Company  equals 22i 

In  other  words,  while  the  word  ** rebate'*  nowhere  occurs  in  the  agreement 
between  the  Transit  Company  and  the  railroad  company,  all  the  railroad  company 
received  was  the  25 i  cents  per  barrel. 

See  paragraph  8  of  the  contract  of  May  6, 1881. 

It  is  to  oe  observed  that  this  paragraph  in  terms  only  applies  to  cases  where 
the  through  rate  from  the  exit  point  of  gathering  pipe  shall  be  less  than  40  cents. 
This  is  the  only  provision  in  the  contract,  and  in  terms  would  apply  to  McCal- 
mont and  similar  shipments,  which  were  33  cents  per  barrel.  But  not  only  is  this 
the  only  provision  in  the  contract  for  the  division  of  the  through  rate  between 
the  transit  company  and  the  railroad  company,^  but,  in  addition  thereto,  the  offi- 
cers of  both  the  railroad  company  and  the  Transit  Company  stated  in  evidence 
that  the  railroad  company  received  payment  from  the  Standard  Oil  Company  of 
New  York  on  the  rail  shipments  from  Foxburg  to  Communipaw  under  this  con- 
tract, and  received  what  the  contract  called  for.  It  was  further  testified  by  these 
officials  that  what  the  railroad  company  e^ot  it  collected  directly  from  the  Standard 
Oil  Company  of  New  York,  and  that  tne  railroad  company  received  no  money 
from  the  Transit  (I!ompany  on  these  shipments. 

The  evidence  was  to  the  same  effect  as  to  all-rail  shipments  between  McCalmont 
and  Communipaw,  Fenaille  &  Despeaux  paying  20  cents  local  pix>e  rate  and  33 
cents  open  rail  rate  to  Communipaw,  making  53  cents  in  all. 

The  evidence  further  was  that  the  Transit  Comiwmy  furnished  to  the  railroad 

>  For  the  text  of  these  paragraphs,  see  p.  760.        >  See  section  7  of  the  contract,  p.  700,  footnote  2. 
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company  crude  oil  of  the  Standard  Oil  CkxnpanT  of  New  York  for  cairia^ 
between  McCalmont  and  Gommnmpaw,  for  which  tne  railroad  company  was  paid 
directly  by  the  Standard  Oil  Company  liie  amowit  called  for  by  this  agreement 
of  May  6, 1881. 

Hence  the  railroad  company  charged  Fenaille  A  Despeanz,  between  McCalmont 
and  Commnninaw,  New  YorK,88  cents,  and  charged  tne  Standard  Oil  Company 
10.875  cents  a  barrel.    This  is  worked  oat  thns: 


Local  pipe  rate 30 

Open  rate  rail  McCalmont  to  Commnnipaw 33 

Through  rate 58 

One-fourth  to  local  pipe 18,85 

Balance 89.75 

One-half  of  this  balance  paid  by  Stmdard  (Ml  Company  of  New  York  to  the 
railroad  company 19.87 

Under  the  contract  of  May  6, 1881,  the  railroad  company  was  to  be  guaranteed 
one-third  of  the  total  movement  of  oil  to  New  York. 

Under  a  subsequent  contract  between  the  National  Transit  Company  and  the 
Pennsylvania  Rauroad  Company,  dated  August  22, 1884,  of  which  I  have  furnished 
you  a  copy,  the  railroad  company  was  to  be  f^uarantee^  26  i)er  cent  of  the  total 
movement  of  oil  to  the  Atlantic  seaboard,  which  would  mclude  Baltimore,  Phila- 
delphia, New  York,  and  Boston. 

Prior  to  1884  the  railroad  rates  to  seaboard,  i.  e..  New  York,  were  from  Foxburg 
48  cents,  and  from  McCalmont  88  cents. 

There  was  a  difference  in  favor  of  Philadelphia  of  5  cents  ner  barrel. 

From  1884  to  1887  the  rail  rate  between  Foxburg  and  simuarpoints  and  Com- 
munipaw  was  55  cents  x>er  barrel,  and  between  Clarendon  and  Kane  and  similar 
points  and  Commnnipaw  was  45  cents  per  barrel.  Tliere  was  a  difference  in  favor 
of  Philadelphia  of  5  cents  per  barrel. 

It  was  in  evidence  in  the  case  of  Ladenburff ,  Thalmann  A  Co.  v.  The  Pennsvl 
vania  Railroad  Company,  as  to  shipments  made  between  1884  and  1887,  und^  m 
contract  of  August  22, 1884,  between  the  National  Transit  Company  and  the  Penn- 
sylvania Railroad  Company,  that  monthly  settlements  were  made  between  ^e 
Transit  Company  and  the  railroad  company,  showing  the  total  movement  of  oil 
to  seaboard  and  the  amount  carried  by  the  Pennsylvania  Railroad  Company  on 
account  of  its  26  per  cent  allowance,  and  then  the  deficiency  on  the  26  per  cent 
(and  there  was  always  a  deficiency)  was  settled  between  the  transit  company  and 
the  railroad  company  in  this  way: 

I  take  for  illustration  the  settlement  made  for  the  month  ending  September  80, 
1884,  as  shown  by  a  copy  of  the  settlement  certified  to  be  correct  by  John  Bush- 
nell,  comptroller  of  the  I^^ational  Transit  Company:^ 

Total  number  of  barrels  so  transported 1,574,961 

Railroad  company's  share 409,490 

Amount  earned  by  railroad , 825,596 

Deficiency 83,894 

On  this  deficiency  the  railroad  company  was  allowed  on  New  York  oil, 
at  one-half  of  the  current  tlirough  rate,  45  cents,  equals  22i  cents  per 
barrel,  on  43,665  barrels |9,824.6S 

Less  comx)ensation  allowed  transit  company  for  pumping  the  same,  at 
9  cents 8,929.85 

Total 5,894.78 

The  railroad  company  was  allowed  on  PhUadelphia  oil  for  40,229  barrels, 

at  one-half  current  through  rate,  40  cents,  equals  20  cents  per  barrel.  8, 045. 80 

Less  allowed  National  Transit  Company  for  pumping  same,  at  8  cents.  8, 216.  & 

Total 4,827.48 

Total  payment  by  the  National  Transit  Company  to  the  Pennsylvania 
Railroad  Company  for  deficiencies  for  the  month  ending  September 
30,1884 10,722.26 

In  the  Fenaille  &  Despeaux  there  are  two  cases  against  the  Pennsylvania  Rail- 
road Company,  one  for  $10,778.56  and  the  other  for  $164,220.03.    This  is  exclusive 


1  For  explanation,  see  contract,  pp.  065,006. 
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of  interest  and  treble  damages.  In  the  smaller  case  the  treble  damages  were 
remitted  in  order  to  allow  the  plaintiff  to  call  the  officers  of  the  defendant  com- 
pany as  witnesses. 

In  the  case  of  Ladenbnrg«  Thalmann  &  Co.  aeainst  the  Pennsylvania  Railroad 
Company  the  amount  claimed  is  $172,883.46,  with  interest,  and  treble  the  amonnt 
of  the  claiin  for  damages,  also  with  interest. 

Referring  generally  to  the  contract  of  Angost  22, 1884,  that  contract  was  for 
the  purpose  of  keeping  np  the  freight  charges  by  making  the  rail  rates  and  pipe 
rates  the  same. 

Yon  will  observe,  however,  that  if  the  Standard  Oil  Company  of  New  York,  on 
its  shipments,  went  through  the  form  of  paying  the  fnll  rates,  inasmuch  as  prac- 
tically all  of  the  stock  of  the  National  Transit  Company  (viz,  96  per  cent.) 
belonged  to  the  Standard  Oil  trust,  it  all  came  back  again  except  the  actual  cost 
of  pumping;  and  then  you  will  observe  that  in  the  case  of  the  railroad  company 
it  was  only  allowed  one-half  the  current  rates  which  were  open  to  the  public  in 
the  settlement  made  between  it  and  the  National  Transit  Company  for  monthly 
differences,  as  per  the  settlement  above  quoted. 
Yours,  truly, 

Jambs  W.  M.  Newun. 

George  Rice,  Esq.,  Astor  House,  New  York  Cityy  N.  Y. 

Q.  (By  Mr.  Jenks.)  These  cases  referred  to  here,  I  understand,  are  still  x)end- 
ing?— A.  Yes. 

Q.  But  they  refer  back  to  discrimination  between  the  years  1881  and  1887?— A. 
1881, 1882,  and  1883, 1  beHeve. 

Q.  But  there  is  no  discrimination  since  1887  that  is  charged? — A.  I  think  not;  I 
do  not  think  there  is  any. 

Q.  Is  this  the  original  or  a  copy? — A.  That  is  the  original  signature. 

RAILROAD  MAGNATES  INTERESTED  IN  STANDARD  OIL. 

(Reading.)  '*  William  H.  Vanderbilt,  who  signed  one  of  the  contracts  in  behalf 
of  the  trunk-line  combine,  was  a  stockholder  in  the  Standard  Oil  Company  as 
early  as  1875,  and  it  is  fair  to  presume,  under  these  circumstances,  that  he  became 
one  when  these  contracts  were  entered  into.  In  1875  John  D.  Rockefeller  acted  as 
attorney  for  Vanderbilt  and  also  for  Samuel  F.  Barger,  his  prot^,  to  vote  an 
increase  of  the  stock  of  the  Standard  Oil  Company. 

*'At  same  meeting  Henry  M.  Flagler,  secretary  of  said  company,  acted  for  the 
same  purpose  as  attorney  for  Peter  H.  Watson,  president  oi  the  Erie  Railway 
Company,  one  of  the  combine.  Vanderbilt  testined  August  27, 1879,  before  the 
Hepburn  committee  of  New  York,  that  E.  D.  Worcester,  treasurer  of  the  Lake 
Shore  and  secretary  of  the  New  York  Central,  was  a  director  in  the  United  Pipe 
Lines,  the  pipe-line  branch  of  the  Standard  Oil  monox)oly,  and  that  he  held  from 
$100,000  to  $250,000  of  its  stock.   At  the  same  time  Vanderbilt  testified  as  follows: 

"  *Q.  You  were  disgusted  with  them  a  long  while  ago'  (meaning  Standard  of- 
ficials)?— ^A.  *  I  was,  because  I  said  if  the  thing  kept  on  the  oil  people  would  own 
the  roads  instead  of  the  roads  owning  them.'  * 

*'  He  also  said:  *  I  don't  believe  that  by  any  legislative  enactment  or  anything 
else  through  any  of  the  States  or  all  of  the  States  you  can  keep  such  men  as  them 
down." 

"  These  were  strong  words  for  a  Vanderbilt  to  say,  and  also  how  prox)hetic,  for 
William  Rockefeller,  vice-president  of  the  Standard  Oil  trust,  has  just  been 
elected  director  in  the  New  York  Central  and  Hudson  River  Railroad  (kmrpany, 
to  take  the  place  of  Cornelius  Vanderbilt,  lately  deceased.  Since  his  advent  he 
has  been  made  a  member  of  the  executive  comimttee,  and  on  October  23  the  issue 
of  $15,000,000  additional  stock  was  authorized,  and  all  this  within  a  few  weeks 
only  after  the  death  of  Cornelius  Vanderbilt,  the  son  of  the  late  William  H.  Van- 
derbilt, who  testified  that  he  did  not  believe  that  even  '  by  any  legislative  enact- 
ment or  anything  else  through  any  of  the  States  you  can  keep  such  men  as  them 
down.'  He  was  in  truth  prophetic,  and  it  has  dramatically  reached  his  own 
fani£[y. 

**  Hugh  J.  Jewett,  recent  president  of  the  Erie  Railway  Company,  who  died  in 
March,  1898,  left  by  his  will  to  his  sons  and  daughters  equal  snares  of  his  hold- 
ings in  the  trust  certificates  of  the  Standard  Oil  Trust. 

'*  Clement  A.  Griscom,  for  many  years  a  director  in  the  Pennsylvania  Railroad 
Company,  testified  on  April  30, 1888  (p.  395),  before  a  Congressional  committee, 
that  he  then  was  president  of  the  National  Transit  Company,  the  principal  pipe- 
line company  in  the  Standard  Oil  trust,  with  over  $25,000,000  of  capital,  and  had 
been  so  connected  since  its  formation  in  1881  or  1882. 

1  Prooeedings  of  Hepburn  Committee,  p.  1568.  >  Ibid,  p.  1009. 
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''  Thifi  clearly  tiroyes  my  Msertioiithat  rebates  or  fraif^htdiacrixninatioiiscsnited 
the  Standard  Oil  monopoly,  ont  of  which  came  forth  m  1882  the  great  Standard 
Oil  Trust,  the  originator  of  all  the  other  tmsts,  receiving  oorreroonding  rebates 
on  the  transportation  of  general  products,  the  resulting  effects  of  which  are  tiiat 
about  nine-tenths  of  the  conmierce  of  the  country  is  controlled  by  a  score  of  men, 
who  dictate  and  exact  from  the  maases  high-  tariff  transportation  rates,  while 
their  own  goods  are  carried  at  nominal  figures,  which  is  notiningmoreor  less  than 
the  levying  of  an  embargo,  or  secret  indirect  heavy  confiscation  tax  upon  geneEnl 
production  and  manufactured  products,  in  the  interest  of  a  few  men,  to  the  de- 
struction of  all  private  indostriaL  interests,  with  large  depreciation  also  of  personal 
and  realty  holdmgs. 


*'  In  1876 1  commenced  the  refining  of  petroleum  with  a  capacity  of  500  barrels 
per  week,  and  later  on  increased  same  to  2,000  barrels  a  week,  or  100,000  barrels 
per  annum.  In  1879, 1  became  interested  in  an  investigation  by  the  Ohio  l^slar 
ture  of  freight  discriminations,  which  came  to  naught  and  practically  had  no  appre- 
ciable effect,  although  it  was  proven  that  independent  refineries  at  Marietta 
had  to  pay  50  per  cent  more  freight  than  did  the  Standard  Oil  monojioly.  Being 
thus  shut  out  of  the  markets  to  the  north,  east,  and  west,  I  turned  my  attention 
to  the  south,  when  I  was  again  peremptorily  brought  up  with  a  short  and  deci- 
sive turn  bv  an  attack  of  the  railroads  at  both  ends  of  tne  line,  through  the  tire- 
less, smokeless  rebate,  or  freight  discriminations,  not  only  upon  the  mannfactnied 
products,  but  also  upon  the  transportation  of  crude  petroleum  to  my  refinery. 

"  Outside  of  rebates  or  freight  oiscriminationB  I  had  no  show  with" the  Standard 
Oil  trust,  because  of  their  unlawfuUy  acquired  monopoly,  by  which  they  conM 
temporarily  cut  only  my  customers*  prices,  and  below  cost,  leaving  the  balance  of 
the  town,  nine-tentns,  uncut.  This  they  can  easily  do  without  any  appreciable 
harm  to  their  general  trade,  and  thus  effectually  wix)e  out  all  competition,  as  fnlly 
set  forth.  Standard  Oil  prices  generally  were  so  high  that  I  could  sell  n^ 
goods  2  to  3  cents  a  gallon  oelow  tneir  prices  and  make  a  nice  inrofit,  but  theee 
savage  attacks  and  cuts  upon  my  customers*  goods,  and  their  consequent  loss, 
plainly  showed  to  them  their  power  for  evil,  and  the  uselessnefls  to  contend  against 
such  odds,  and  they  would  buy  no  more  of  my  oil.*' 

Q.  (By  Mr.  Ratchford.  )  A  question  there,  if  you  please.  At  the  beginning 
of  that  paragraph  you  said  that,  outside  of  rebates  and  freight  discriminations, 
you  have  no  show  with  the  Standard  Oil  Trust  ?— A.  Yes,  I  say  that.  I  mean  by 
that  their  power  of  monopoly.  That  is,  by  their  getting  this  great  wealth,  they 
can  jump  nght  on  to  my  cars  of  oil,  outside  of  rebates  or  freight  discriminations. 
They  can  clean  me  out  on  any  one  car  I  may  send  to  any  one  town. 

Q.  Is  it  not  a  fact  that  your  contention  is  that  the  Standard  Oil  Company  has 
its  greatest  advantage  over  yon  and  other  independent  producers  in  the  matter  of 
rebates  and  freight  discrimmatlons? — ^A.  Certainly,  that  is  the  whole  thing. 

§.  You  say  that  outside  of  this  they  have  a  great  advantage  over  you.  where 
is  it  ?— A  They  get  this  great  power  through  these  rebates  and  from  discrimina- 
tions. They,  for  instance,  could  lose  a  moderate  amount  of  money  in  any  one 
town,  which  would  not  affect  all  the  rest.  That  is  what  I  had  reference  to  in 
that. 

"PLEASE  TUBN  ANOTHER  BCEBW."> 

(Reading :)  "  In  1881  a  Standard  official  wrote  to  J.  M.  Culp,  the  general  freight 
agent  of  the  Louisville  and  Nashville  Railroad  Company,  to  turn  another  screw 
upon  my  shipments,  which  they  did  in  5  days,  exacting  from  me  50  per  cent  more 
freight,  which  shut  me  out  of  the  Tennessee  markets." 

I  nave  the  original  letter  if  you  would  like  to  see  it. 

(By  several  of  the  Commissioners.)  Yes. 

The  Witness.  I  think  I  have  a  facsimile  of  it,  too.  It  is  a  very  nice  letter  to 
see.  Here  is  the  original.  T  will  present  this  to  the  chairman,  and  here  is  the 
facsimile  of  the  original. 

Q.  (By  Mr.  Smyth.)  This  was  before  the  interstate-commerce  law?— A.  Yee, 
certainly ;  but  that  does  not  help  them  out.  Rebates  were  unlawful  before  the 
interstate-commerce  law,  just  as  unlawful  as  they  are  now. 

Q.  Were  the  letters  Mr.  Archbold  read  regardmg  rates  before  1887?— A.  I  wiD 
come  to  freight  discriminations  since  1887  in  my  own  cases. 

Q.  (By  Mr.  Clarke.)  Can  we  not  have  this  letter  read? 

The  Witness.  I  will  read  it.  Chess,  Carley  &  Co.,  who  signed  this  letter,  were 
a  branch  of  the  Standard  Oil  Company  at  that  time,  and  they  wrote  a  letter  to 


See  pp.  747,  748;  Mr.  Page,  p.  768. 
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J.  M.  Gulp,  who  was  general  freight  agent  of  the  Lotdsyille  and  Nashville  Rail- 
road. This  is  the  original  stamp  of  receipt  by  the  railroad  company:  **  J.  M. 
Gulp,  General  Freight  Agent." 

Kow,  before  I  read  the  letter  I  want  to  say  that  Willdnson  &  Go.  were  my  agen£s 
in  Tennessee. 

Ghess,  Garlet  &  Go.,  Loctisville. 
J.  M.  Gulp,  Esq.,  O.  F.  A. 

Dbar  Sir:  Wilkinson  &  Go.,  Nashville,  received  car  of  oil  Monday,  Idth,  70 
bbl. ,  which  we  sxisi>ect  slipped  thro'  on  the  tuual  5th-class  rate—* '  in  fact,  we  might 
say,"  we  know  it  did— x>aying  only  $41.50  freight  from  here.  Gharges  $57.40. 
Please  tnm  another  screw. 

Yours,  truly,  Chess,  Garley  &  Go. 

June  16,  '81. 

That  screw  was  turned  on  me  to  the  extent  of  50  per  cent  in  5  days.* 

Q.  (By  Senator  Etle.  )  That  contract  he  speaks  about  was  the  same  as  charged 
the  Standard  Oil  Gompany  to  that  point,  was  it? — ^A.  Yes;  I  supx>ose  it  was. 

Q.  (By  Mr.jENKS.)  $41.50?— A.  Well,  let  us  say  $41.50;  I  do  not  know  about 
that,  whether  the  same  as  charged,  $41.50. 

[By  Senator  Etle.)  You  nave  not  an  inside  rate?— A.  No. 
^By  Mr.  Farquhar.)  Is  not  $41.50  the  open  rate?— A.  No;  I  will  tell  how  it 
le  $41.50  is  the  rate  from  Louisville  to  Nashville  and  the  $57.40  was  the 
previous  rate  from  Marietta  to  Louisville. 

Q.  (By  Mr.  Phillips.  )  Then  do  I  understand  they  added  50  per  cent  after  that? — 
A.  Yes,  50  per  cent;  the  road  raised  the  rates  on  me,  but  they  did  not  on  the 
Standard. 

(^.  (By  Mr.  Farquhar.)  Did  they  make  that  rate? — ^A.  No,  that  was  the  open 
tariff  rate. 

Q.  It  was  not  a  discriminating  rate  particularly  gainst  your  product  in  this 
matter,  but  they  had  made  a  new  rate  for  all? — ^A.  Why,  yes,  certainly;  tb.e  tariff 
rates  are  published  rates.    I  paid  tariff  rates  and  the  Standard  paid  less  rates. 

Q.  (By  Mr.  Phillips.  )  Was  there  any  other  comx>etitor  consiaered  at  that  time 
but  yourself  ?— A.  I  do  not  recollect  now.  I  think  I  was  about  the  only  comx>etitor 
about  that  time;  that  is  my  impression;  it  was  a  good  many  years  ago.  I  do  not 
recollect. 

Q.  (By  Mr.  Glarkb.)  How  do  you  know  that  they  did  not  make  the  same  rate 
to  the  Standard? — ^A.  I  do  not  know,  but  it  is  fair  to  presume  they  did  not  on  all 
pist  experience.  I  do  not  know  it  certainly.  I  can  not  prove  it;  it  is  a  pretty 
hard  thmg  to  prove  rate  discriminations. 

Q.  (By  Senator  Etle.)  Yon  do  not  think  they  intended  to  turn  another  screw 
on  themselves? — ^A.  I  do  not  think  so. 

O.  (By  Mr.  Smtth.)  I  should  think  that  if  you  could  get  this  letter,  you  might 
find  out  how  much  the  Standard  Oil  Gompany  paid. — ^A.  I  guess  one  would  have 
a  nice  time  doing  that.  I  would  like  to  see  you  come  here  and  bring  an  action  in 
court  and  get  them  to  show  their  books. 

Q.  You  nad  a  nice  time  in  getting  this  letter?— A.  Yes,  I  did. 

Q.  I  thought  that  if  you  could  get  that  from  the  railroad  you  could  find  out 
what  the  rates  were? — ^A.  You  can  not  sue  a  railroad;  you  can  not  get  their  books. 

Q.  I  was  only  comx>aring;  it  seemed  to  me  that  if  you  could  get  that  letter  you 
could  iJso  find  out  what  the  rates  were? — ^A.  How  could  I?  What  good  would 
that  do? 

Q.  That  is  what  I  want  to  know.    I  do  not  know  how  you  got  this  letter. — A.  No. 

Q.  If  you  are  able  to  get  the  private  correspondence  of  the  railroad  company, 
why  are  you  not  able  to  find  out  what  their  private  rates  are? — A.  Some  things 
are  imx)ossible,  and  that  is  one  of  them.  It  is  a  mighty  hard  thing  to  find  out 
rebates.* 

Q.  The  rates  must  be  on  the  books,  you  know;  it  must  show  in  some  way. — A. 
1  do  not  know  about  that,  whether  it  shows  on  the  books  or  not. 

Q.  (By  Mr.  Farquhar.)  Of  your  own  knowledge,  do  you  know  that  other  par- 
ties had  to  pay  this  particular  rate  the  same  as  you  had  to? — ^A.  I  do  not  know 
that,  but  if  they  shipped  they  would;  of  course  they  would. 

Q.  It  was  well  understood  that  that  was  the  rate  made  and  given  out  to  all  ship- 
pers?—A.  I  have  always  sapped  on  tariff  rates,  and,  of  course,  they  were  pubhc 
to  everybody. 

>8ee  p.  300  'As  to  how  the  letter  came  into  Mr.  Rice's  hands,  see  Mr.  Page,  p.  785. 
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THE  CLEVELAND  AND  MARIETTA  RAILWAY  CASE> 

(Reading:)  **Phinea8  Pease,  receiver  of  the  Cleveland  and  Marietta  BaOioad 
Company,  under  the  jorisdiction  of  a  United  States  court,  suddenly  doubles  its 
crude  petroleum  freights  on  me,  without  previous  notification  or  warning,  from 
174  cents  a  barrel  to  35,  in  the  carriage  of  same  25  miles  from  the  oil-producmg 
fields  of  Macksburg  to  Marietta,  Ohio,  where  niy  refinery  was  located,  while  at 
the  same  time  he  makes  a  rate  to  the  Standard  CHI  Trust  of  10  cents  a  barrel,  or 
250  per  cent  of  a  discrimination  against  my  shipments." 

Q.  (By  Mr.  Smyth.)  What  proof  have  you  of  that?— A.  Ton  will  see  it  ri^t 
along  as  I  come  to  it;  there  is  plenty  of  it. 

( fading: )  * '  Not  satisfied  with  that,  the  trust  demanded  of  the  receiver,  in  addi- 
tion thereto,  under  threat  to  remove  its  business  from  his  road,  that  the  25  cents 
per  barrel  so  paid  b^  Mr.  Rice  in  excess  of  tariff  rates  be  paid  over  to  the  Standard 
Oil  Trust  for  the  privilege  of  the  road  having  its  business  to  do,  and  it  was  so  paid. 
In  other  words,  Mr.  Rice  was  compelled  not  only  to  pay  his  own  freight,  but  the 
freight  of  his  rival  in  the  business,  and  15  cents  per  bairel  to  his  rival  besides,  for 
the  privilege  of  living  and  doing  business. 

*'  To  be  sure  of  its  victim  and  secure  the  spoils,  the  Standard  Oil  Trust  pay  the 
local  railroad  freight  agent  at  Marietta  $25  per  month  to  collect  and  turn  over  to 
the  trust  this  enforced  freight  contribution,  which  he  did.'* 

The  Witness.  I  will  put  in  as  exhibits  extracts  from  two  letters  to  prove  both 
statements. 

Pease  to  EapeUo,  February  jP5,  18SS. 

*  *  But  Mr.  OT>ay  compelled  Mr.  Terry  to  make  a  35-cent  rate  on  all  other  oil  goinff 
to  Marietta,  and  that  we  should  make  the  rebate  of  25  cents  per  barrel  on  all  ou 
shipped  by  other  parties,  and  that  the  rebate  should  be  paid  over  to  them  (the 
Standard  Oil  Company),  thus  giving  us  10  cents  per  barrel  for  all  oil  sMppea  to 
Marietta,  and  the  rebate  of  25  cents  per  barrel  going  to  the  Standard  Oil  Oom- 
pany,  making  that  company,  say,  $25  per  day  clear  money  on  Mr.  G^eorge  Rice's 
oil  alone. 

"  In  order  to  save  the  oil  trade  along  our  line,  and  especially  to  save  the  Standard 
Oil  trade,  which  would  amount  to  7  times  as  much  as  Mr.  Rice's,  Mr.  Terry  ver- 
bally agreed  to  the  arrangement,  which,  upon  his  report  to  me,  I  reluctantly 
acquiesced  in,  feeling  that  I  could  not  afford  to  lose  the  shipment  of  700  barrels 
of  oil  per  dav  from  the  Standard  Oil  Company.  But  when  Mr.  Terry  issued 
instructions  that  on  and  after  Febrmury  28  the  rate  of  oil  would  be  35  cents  per 
barrel  to  Marietta,  Mr.  G^rge  Rice,  who  has  a  refinery  in  Marietta,  very  natu- 
rally called  on  me  yesterday  and  notified  me  that  he  would  not  submit  to  the 
advance,  because  the  business  would  not  justify  it,  and  that  the  move  was  made 
by  the  Standard  Oil  Company  to  crush  him  out.  (Too  true.)  Mr.  Rice  said:  '  I 
am  willing  to  continue  the  17i-cent  rate  which  I  have  been  paying  from  Decem- 
ber to  this  date.* 

**  Now,  the  question  naturally  presents  itself  to  my  mind,  if  Mr.  Oeorge  Rice 
should  see  fit  to  prosecute  the  case  on  the  ground  of  unjust  discrimination,  would 
the  receiver  be  held,  as  the  manager  of  this  property,  for  violation  of  law?  While 
I  am  determined  to  use  all  honorable  means  to  secure  traffic  for  the  company,  I 
am  not  willing  to  do  an  illegal  act  (if  this  can  be  called  illegal) ,  and  lay  this  com- 
pany liable  for  damages.  Mr.  Terry  is  able  to  explain  all  mmor  questions  relative 
to  this  matter. 

**  Hoping  for  your  careful  consideration  of  this  matter  and  an  early  reply,  I 
remain,  sir,  truly  yours, 

**P.  Pease, 
"  Receiver  and  General  Manager.'' 

Rapello  to  Pease,  March  S,  1885, 

**  That  company  also  owns  the  pipes  through  which  oil  is  conveyed  from  the 
wells,  owned  by  individuals,  to  your  railroad,  except  tliose  pipes  leading  from  the 
wells  of  Mr.  George  Rice,  which  pipes  are  his  own. 

*'  The  company  has  or  can  acquire  facilities  for  storing  all  its  oil  until  such  time 
as  it  can  laypipes  to  Marietta  and  thus  deprive  your  company  of  the  carriage  of 
all  its  oil.  Tne  amount  of  oil  shipped  by  Mr.  Rice  is  comparatively  small;  say  s 
quantity  sufficient  to  yield  $300  per  month  for  freight. 

*'  The  Standard  Oil  Company  threatens  to  store,  and  afterwards  pipe,  all  oil 

>  See  Mr.  Lockwood,  pp.  800, 401;  Mr.  Archbold,  pp  66S-«». 
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under  its  control,  nnless  you  make  the  following  arrangement « viz:  You  shall  make 
a  uniform  rate  of  35  cents  -per  barrel  for  all  i)ersons  excepting  the  Standard  Oil 
Company;  you  shall  charge  them  10  cents  per  barrel  for  oil,  and  also  pay  them  25 
cents  per  barrel  out  of  the  35  cents  collected  from  other  shippers.    *    •    * 

**  Ton  may  agree  to  carry  all  such  oil  of  the  Standard  Oil  Company  or  of  others 
deliyered  to  your  road  through  their  pipes  at  10  cents  per  barrel.  You  may  also 
charge  all  other  shippers  35  cents  per  barrel  freight,  even  though  they  deliver  oil  to 
your  road  through  their  own  pipes;  and  this,  I  gather  from  your  letter  and  from 
Mr.  Terry,  would  include  Mr.  Rice. 

*'  You  are  at  liberty,  also,  to  arrange  for  the  payment  of  a  freight  by  the  Stand- 
ard Oil  Company,  calculated  upon  the  following  basis,  viz:  Such  company  to  be 
charged  an  amount  equal  to  10  cents  per  barrel,  less  an  amount  equivalent  to  25 
cents  x>er  barrel  upon  all  oil  shipped  by  Bice,  the  agreement  between  you  and  the 
company  thus  beinjo^  that  the  charge  to  be  paid  by  them  is  a  certain  sum  ascertained 
by  such  a  calculation.  If  it  is  inipracticable  so  to  arrange  the  business  that  the 
Standard  Oil  Company  shall,  in  effect,  collect  the  25  cents  per  barrel  from  those 
persons  using  the  company*8  pipes  from  the  wells  to  the  railroad  without  its  pass- 
mg  into  your  hands,  you  may  properly  also  deduct  from  the  price  to  be  paid  by 
the  company  an  amount  equal  to  25  cents  -per  barrel  upon  the  oil  shipped  By  such 
persons. 

"  Provided  your  accounts,  bills,  vouchers,  etc.,  are  consistent  with  the  real 
arrangement  actually  made,  you  will  incur  no  personal  responsibility  by  carrying 
out  such  an  arrangement  as  I  suggest. 

"  It  is  pnossible  that,  by  a  proper  application  to  the  court,  some  nerson  may  pre- 
vent you  in  future  from  permitting  any  discrimination.  Even  if  Mr.  Bice  should 
oompel  you,  subsequently,  to  refund  to  him  the  excess  charged  over  the  Standard 
Oil  Company,  the  result  would  not  be  a  loss  tc  your  road,  taking  into  consideration 
the  receipts  from  the  Standard  Oil  Company,  if  I  understand  correctly  the  figures. 
There  is  no  theory,  however,  in  my  opinion,  under  the  decisions  of  the  courts  relat- 
ing to  this  subject,  upon  which,  for  the  purpose,  an  action  could  be  successfully 
maintained  in  this  instance. 

**  Yours,  truly,  Edward  S.  Bapello." 

Now, I  will  read  Judge  Baxter's  decision  [reading]:  United  States  Judge  John 
Baxter  delivers  the  following  opinion  of  the  court  inMandy  et  id.  v.  Cleveland  and 
Marietta  Bailway  Company  et  al.  (Federsd  Beporter ,  vol .  31 ,  p.  692.  Circuit  court, 
southern  district  of  Ohio,  fi.  D.,  1887) : 

'*  It  appears  that  the  Standard  Oil  Company  and  George  Bice  were  competitors 
in  the  business  of  refining  oil;  that  each  obtained  supplies  in  the  neighborhood  of 
Macksburg,  a  station  of  said  railroad,  from  whence  the  same  was  carried  to 
Marietta  or  Cleveland,  and  that  for  this  service  both  were  equally  dependent  on 
the  railroad,  then  in  the  hands  of  the  receiver. 

"  It  further  appears  that  the  Standard  Oil  Company  desired  to '  crush '  Bice  and 
his  business,  and  that,  under  a  threat  of  building  a  pipe  for  the  conveyance  of  its 
oil,  and  withdrawing  its  patronage  from  the  receiver,  O'Day ,  one  of  its  agents, 
*  compelled  Terry,'  who  was  acting  for  and  in  behalf  of  the  receiver,  to  carry  its 
oil  at  10  cents  per  barrel  and  charge  Bice  85  cents  per  barrel  for  a  like  service,  and 
pay  it  25  cents  out  of  each  35  cents  thus  exacted  from  Bice/  making,'  in  the  judg- 
ment of  the  receiver,  *  $25  per  day  clear  money'  for  it  *  on  Bice's  oil  alone.' 

'*  But  it  is  due  to  the  receiver  to  say  that,  notwithstanding  his  admitted  '  reluc- 
tant acquiescence '  in  the  contract  made  by  Terry  on  his  behalf,  and  the  indorse- 
ment thereof  by  Bapello,  and  the  further  conceded  fact  that  he  charged  the  Stand- 
ard Oil  Company  10  cents  and  Bice  35  cents  per  barrel,  as  af oresaid,he  denies  that 
he  ever  paid  to  the  Standard  Oil  Company  any  part  of  the  money  ever  received 
from  Bice.  We  will  therefore,  for  the  present,  accept  his  affirmation  touching 
this  matter  as  true." 

In  a  parenthesis  I  have  stated  here  '*  Subsequent  proceedings  proved  the  state- 
ment of  the  receiver  in  this  respect  was  false."  *  [Beading:]  '*  But  why  should 
Bice  be  required  to  pay  250  i)er  cent  more  for  the  carriiu^e  of  his  oil  than  was 
exacted  from  his  competitor?  The  answer  is  that  thereby  the  receiver  could 
increase  his  earnings.  This  pretense  is  not  true.  But,  suppose  it  was,  would  that 
fact  justify,  or  even  mitigate,  the  injustice  done  to  Bice?  May  a  receiver  of  a 
court,  in  the  management  of  a  railroad,  thus  discriminate  between  parties  having 
equal  claims  upon  him,  because  thereby  he  can  accumulate  money  for  the  litigant^ 
It  has  been  repeatedly  adjudged  that  he  can  not  legally  do  so.  Kailroads  are  con- 
structed for  the  common  and  equal  benefit  of  all  persons  wishing  to  avail  themselves 
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of  the  facilitien  which  they  afford.  While  the  legal  title  thereof  is  in  the  corpon- 
tion  of  individuals  owning  them  and  to  that  extent  priyate  property,  they  are, by 
the  law  and  consent  of  the  owners,  dedicated  to  the  pnblic  use.  By  its  charter 
and  the  general  contemporaneous  laws  of  the  State,  which  constitute  the  contract 
between  the  public  and  the  railroad  company,  the  State,  in  consideration  of  the 
undertaking  of  the  corporators  to  build,  e<iuip,  keep  in  repair,  and  operate  said 
road  for  the  public  accommodation,  authorixea  it  to  demand  reasonable  compen- 
sation, from  everyone  availing  himself  of  its  facilities,  for  the  services  rendered. 
But  this  franchise  carried  with  it  other  and  correlative  obligations.  Among 
these  is  the  obligation  to  carry  for  ever^  person  offering  business,  under  like  cir- 
cumstances, at  the  same  rate.  All  unjust  discriminations  are  in  violation  of  the 
sound  public  policy  and  are  forbidden  by  law.'* 

This  was  before  the  interstate-commerce  act. 

(Continuing  reading:)  **  We  have  had  frequent  occasions  to  enunciate  and  en- 
force this  doctrine  in  the  past  few  years.  If  it  were  not  so  the  managers  of  rail- 
ways, in  collusion  with  others  in  conmiand  of  large  capital,  could  control  the 
business  of  the  country,  at  least  to  the  extent  that  the  business  was  dependent  on 
railroad  transportation  for  its  success,  and  make  and  unmake  the  fortunes  of  men 
at  will. 

**The  idea  is  justly  abhorrent  to  all  fair  minds.  No  such  dangerous  power  can 
be  tolerated.  Except  in  the  mode  of  using  them,  every  citizen  has  the  same  right 
to  demand  the  services  of  railroads  on  equEJ  terms  that  they  have  to  the  use  of  a 
public  highway  or  the  GK)vemment  mails;  and  hence,  when  in  the  vicissitudes  of 
Dusiness  a  railroad  corporation  becomes  insolvent,  and  is  seized  by  a  court,  and 
placed  in  the  hands  of  a  receiver  to  be  by  him  operated  pending  the  litigation  and 
until  the  rights  of  the  litigants  can  be  judicially  ascertained  and  declared,  the 
court  is  as  much  bound  to  protect  the  public  interests  therein  as  it  is  to  protect 
and  enforce  the  rights  of  mortgagors  ana  mortgagees.  But  after  the  receiver  has 
performed  all  obligations  due  the  public  and  to  every  member  of  it — ^that  is  to  say, 
after  carrying  xwssengers  and  freight  offered  for  a  reasonable  compensation,  not 
exceeding  the  maximum  authorized  bv  law,  if  such  maximum  rates  shall  have 
been  prescribed,  upon  equal  terms  to  all — ^he  may  make  for  the  litigants  as  much 
money  as  the  road  tnus  managed  is  capable  of  earning.  But  all  attempts  to  accmna- 
late  money  for  the  benefit  of  the  corporators  or  their  creditors  by  making  one 
shipper  pay  tribute  to  his  rival  in  business  at  the  rate  of  $25  per  day  or  any  ^^reater 
or  less  sum,  thereby  enriching  one  and  impoverishing  another,  is  a  gross,  illegal, 
and  inexcusable  abuse  of  a  public  trust  that  calls  for  the  severest  reprehension. 

''Tlie  di8(*rimination  complained  of  in  this  case  is  so  wanton  andT  oppressive  it 
could  hardly  have  been  accepted  by  an  honest  man,  having  due  regara  for  the 
rights  of  otners,  or  concedea  by  a  just  and  competent  receiver,  who  compre- 
hended the  nature  and  resx)onsibility  of  his  office;  and  a  judge  who  would  tolerate 
such  a  wrong  or  retain  a  receiver  capable  of  perpetrating  it  ought  to  be  im- 
peached and  degraded  from  his  position. 

*'A  good  deal  more  might  be  said  in  condemnation  of  the  unparalleled  wrong 
complained  of,  but  we  forbear.    The  receiver  will  be  removed. 

''  The  matter  will  be  referred  to  a  master  to  ascertain  and  report  the  amount 
that  has  been  as  aforesaid  unlawfuUv  exacted  by  the  receiver  from  Rice,  which 
sum,  when  a.scertained,  will  be  repaid  to  him.  The  master  will  also  inquire  and 
report  whether  any  part  of  the  money  collected  by  the  receiver  from  Rice  has 
been  paid  to  the  Standard  Oil  Company,  and  if  so.  how  much,  to  the  end  that  if 
any  such  payments  have  been  made  suit  may  be  instituted  for  its  recovery." 

Q.  (By  Mr.  Jenks.)  This  is  the  formal  decision  of  the  court? — ^A.  Simply. 

Q.  (By  Senator  Kyle.)  What  was  the  outcome  of  that  matter? — ^A.  Tne  court 
appointed  a  master  commissioner,  who  is  the  present  elected  governor  of  Ohio, 
G^rge  K.  Nash.  The  court  appointed  him  a  master  conmiissioner  to  investigate 
this  matter,  and  he  found  l^ese  to  be  the  facts  of  the  case  as  I  have  stated  them 
here. 

Q.  (By  Mr.  Jenks.)  Did  you  collect  the  money  paid  over?— A.  Yes. .  It  was 
not  very  much.  I  got  on  to  it  right  quick,  so  it  did  not  injure  me  much.  As 
soon  as  they  doubled  the  rate  of  freight  on  me  I  thought  mere  was  something 
wrong.  I  immediately  went  to  Cambridge ,  to  the  headquarters  of  the  road,  in  ner- 
son,  to  see  the  receiver,  and  asked  him  why  my  freight  rates  had  been  doubled. 
He  pretended  to  know  scarcely  anything  about  it.  He  says:  "  That  is  a  matter 
that  belongs  to  the  freight  agent.  I  understand  there  has  been  an  advance;  1 
understand  it  is  necessary  that  the  road  should  have  more  revenue."  That  is  the 
substance  of  the  interview;  but  he  gave  me  to  understand  that  the  rates  were 
going  to  remain.  He  did  not  give  me  any  good  reason  why  they  were  advanced, 
but  I,  of  course,  thought  there  was  somethmg  up,  and  I  went  back  and  got  up  ft 
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correspondence  with  him  to  pnt  him  down  on  paper  to  see  where  he  wonld  land, 
whether  he  would  make  any  evasions  or  give  me  some  reasons  by  which  I  coald 
find  out  what  the  trouble  was.  He  made  some  replies  that  were  not  to  the  point, 
and  I  had  counsel  at  Marietta  write  to  Jud^^e  Baxter,  who  had  charge  or  this 
road  of  which  Phineas  Pease  was  receiver,  askine  if  a  private  hearing  could  not 
be  had  before  him  in  chambers  upon  what  these  letters  showed.  He  granted  the 
request  at  once.  I  went  down  to  Cincinnati  witii  my  attorney,  and  the  local 
attorney  of  the  road  went  down,  and  he  owned  up  the  whole  busmess  ri^ht  there 
before  Judge  Baxter,  although  this  thing  had  all  passed  through  the  hands  of 
ex-Judge  I&pello,  of  New  York  City,  who  was  then  the  leading  counsel  of  the 
road.    That  is  the  way  it  came  out. 

Q.  (By  Mr.  Farquhab.)  Do  you  know  whether  it  was  customary- in  those  days, 
before  the  interstate-commerce  law  was  passed,  for  the  receivers  usually,  under 
instructions  from  the  courts,  to  get  all  out  of  a  road  it  was  possible  to  get  for 
the  benefit  of  the  stockholders? — ^A.  I  do  not  know  anything  of  that  kind.  I  do 
not  think,  though,  that  anjr  receiver  of  a  road  should  charge  any  less  to  a  big 
shipper  tnan  to  a  small  shipi)er,  because  it  violates  the  law,  the  common  law  of 
the  land,  which  no  road  haa  a  right  to  do  even  before  the  interstate-commerce 
law,  as  Judge  Baxter  here  says.  It  was  just  as  bad  before  1887;  it  was  unlawful. 
As  I  understand  it,  the  only  additional  thin^  that  was  put  into  the  interstate- 
commerce  act  was  the  penalty  clause,  by  which  ever3r  shipper  and  every  carrier 
is  subject  to  a  i)enalty  of  $5,000  and  two  years  in  the  penitentiary  for  each  and  everv 
offense.  Aind  what  good  has  it  done?  They  discriminate  every  day  just  as  much 
as  they  ever  did.  It  has  had  no  effect  whatever,  and  I  can  show  it  as  I  go  along 
here  by  m^  own  cases  before  the  Interstate  Commerce  Commission. 

Q.  Has  it  not  been  a  fact  that  there  were  some  very  great  discriminations  made 
by  receivers  in  giving  rates? — ^A.  I  do  not  know  that. 

Q.  As  against  all  competing  roads,  and  the  court  itself  would  sustain  them  in 
working  for  the  benefit  of  stockholders,  to  get  all  the  revenue  it  was  possible  to 
get  out  of  it? — A.  No;  I  do  not  think  that  any  honest  judge  would  ever  decide 
that  a  railroad  could  discriminate  in  favor  of  a  large  shipper  against  the  small 
shipper. 

Q.  Is  it  not  a  fact  that  in  some  cases  receivers  have  discriminated  and  cut  rates 
on  their  road? — A.  Bight  there  in  my  own  case  they  did;  and  here  are  Receivers 
Cowen  and  Murray  admitting  it  themselves,  when  they  wrote  the  letter  to  tiie 
Interstate  Commerce  Commission,  December,  1898,  that  they  were  giving  rebates; 
criminally  doing  it. 

Q.  (By  Mr.  Batchford.}  Is  it  not  a  fact  that  the  managers  of  railways  gener- 
ally follow  that  practice,  discriminating  in  rates  to  all  large  shippers  and  giving 
them  inside  prices? — ^A.  Why,  certainly. 


Q.  That  is  your  observation,  is  it?— A.  Yes,  certainly. 


J.  That  being  the  case,  does  it  not  follow  that  receivers  necessarilv  have  to 
resort  to  the  same  practice  in  order  to  compete?— A.  Well,  I  do  not  think  that 
receivers  of  a  railroad  ought  to  violate  the  law.  No  man  ought  to;  but  in  particu- 
lar, receivers  of  a  road;  it  does  not  make  any  difference  how  it  strikes  the  road. 

Q.  Do  you  recognize  their  inability  to  compete  in  case  they  do  not  resort  to  the 
same  practice?— A.  Very  likely  they  do;  but  the  receiver  is  specially  appointed  by 
the  court,  and  it  is  supposed  that  the  courts  do  not  want  to  sanction  any  unlaw- 
ful act.  I  mean  to  say  there  is  a  greater  obligation  on  receivers  of  a  i*ailroad  not 
to  discriminate,  because  they  are  appointed  by  the  court  and  are  under  the  juris- 
diction of  the  court.  Supx)08ing  the  railroad  does  lose  freight — ^that  is  no  reason; 
they  must  obey  the  law.  That  is  the  trouble  with  this  coxmtry — our  laws  are 
not  obeyed  nor  enforced. 

THE  STANDARD  GOES  INTO  THE  OBOCERT  BUSINESS. 

(Beading:)  '*  Threats  and  intimidations,  highwayman  tactics,  used  by  the 
Chess  Carley  Company  (Standard  Oil)  on  my  agents,  that '  comi)etition  will  not 
be  confined  to  coal  oil  or  any  one  article.'  Also  *  that  the  Standard  Oil  Company 
had  authorized  him  to  spend  $10,000  to  break  up  any  concern  that  bought  oilrrom 
anyone  else.' " 

Now  I  refer  to  one  of  my  exhibits,  B,  p.  84,  for  that.' 

Q.  (By  Mr.  Jenks.)  Pernaps  you  can  state  in  a  word  what  the  substance  of  this 
is  and  then  put  it  in  as  an  eixhibit;  it  will  save  you  some  time?— A.  Well,  it  is 

}  The  exhibit  referred  to  is  a  printed  book  of  some  276  pages,  written  and  copyrighted  by  Mr. 
nice.  The  title  page  is  as  follows:  *' Standard  Oil  Company,  first  decade,  m}t  to  1888:  profits, 
{i&S,414,166.  Standard  Oil  Tmst,  second  decade,  1888  to  1888;  profits,  |UA,486,677.  Total  profits, 
1801,907,888  in  twenty  years." 
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merely  that  the  Chem  Carley  CkymiMmy  wrote  mv  a^nts,  WiUdnflon  Ss  Co.,  at 
Nashfille,  threatening  letters,  of  which  I  have  copies  in  my  exhibits.  They  had 
tried  to  buy  them  oat,  and  made  threats  that  if  they  did  not  come  to  time  tiiey 
would  not  only  cut  the  prices  of  oil,  but  all  the  gencural  goods  that  they  sold;  that 
was  the  substance  of  it,  but  I  hare  it  all  here. 

O.  I  understand  from  what  you  have  said  elsewhere  that  they  did,  as  a  matter 
of  fact,  set  up  a  separate  grocery  store?— A.  Oh,  no,  not  at  that  point;  that  was 
at  another  place;  that  was  in  Mississippi. 

Q.  But  that  was  this  same  company  that  did  subsequently  set  up  a  grocery 
store? — A.  Yes. 

O.  In  order  to  drive  the  rivals  out?— A.  That  is  right;  this  same  company. 

(Reading: )  * '  Rnat-yroot  oats,  meats,  sugar,  coffee  used  as  weapons  by  the  stand- 
ara  Oil  Monoix>ly  to  kill  off  competition. 

**  R.  M.  Eraser,  general  freight  agent  of  the  Marietta  and  Cincinnati  Railroad, 

wires  a  Standard  official  as  follows:    ' ,  at  Marietta,  is  inquiring  for  rates 

of  freight  on  oil  to  Chillicothe.  Don't  you  control  that  field?  *  Colonel  Thomp- 
son (he  was  a  Standard  official)  to  Mr.  Eraser:  '  Yes,  that  is  our  meat.'    (B  85)^ 

Q.  (By  Mr.  Smtth.)  Will  you  give  us  the  date  of  that  telegram?— A.  I  do  not 
know  whether  I  have  the  date.  I  refer  to  B  86.*  I  do  not  know  whether  there  is 
a  date  to  it  or  not;  but  it  is  all  true,  all  the  same. 

Q.  (By  Mr.  Earquhar.)  This  occurred  in  1881,  did  it  not?— A.  I  guess  along  in 
there.  I  calculated  that  all  these  things  where  there  were  not  dates  would  come 
along  about  in  chronological  order. 

Q.  Did  you  get  the  name  that  you  had  left  blank  in  the  copy  of  the  telegram? — 
A.  w'ell,  no;  I  did  not  get  the  name.  It  came  over  by  wire,  and  a  friend  of  mine, 
hearing  it  going  over  the  wire,  gave  it  to  me.  He  was  a  telegraph  operator  him- 
self. 

(Reading:)  *'  Standard  Oil  also  establishes  a  grocery  house  at  Columbus,  Miss., 
and  sells  groceries  at  cost  in  order  to  force  merchants  to  buy  their  oil.    (B  86.)*" 

There  is  quite  an  extensive  account  in  connection  with  that. 

(j.  (By  Senator  Ktls.)  How  prevalent  is  that  custom  with  the  Standard  Ofl 
ComjMiny? — A.  It  is  not  so  prevalent  now,  because  they  are  establishing  their 
agencies  all  over  the  United  States — separate  agencies — and  they  do  not  have  to  go 
into  that  kind  of  work.* 

Q.  Threats  are  made  and  have  been  made— they  resort  to  threats? — ^A.  Oh,  yes; 
there  is  no  trouble  about  that. 

RATES  DOUBLED  FOR  MR.  RICE,  UNCHANQED  FOR  THE  STANDARD. 

(Reading:)  *'  The  Standard  Oil  Trust  makes  contract  with  a  merchant  of  New 
Orleans  to  pay  him  the  sum  of  |48,000  not  to  handle  my  oils  (B  118),  and  while  I 
was  down  tnere  to  reestablish  another  aaesncY  I  was  apprised  by  wire  that  my 
rates  to  Memphis  and  New  Orleans  were  doubled  without  previous  warning.'' 

That  was  to  discourage  me  from  establishing  another  agency;  but  I  did  it,  all 
the  same.    I  went  on  and  got  another  man  to  take  hold,  and  when  I  sot  back  to 
Cincinnati  I  stopped  off  to  find  out  what  this  meant.    I  called  upon  uie  general 
freight  agent  of  the  road,  and  he  said  that  the  connecting  line  was  all  t^e  trouble. 
You  know  the  initial  line  makes  the  rate,  and  Mr.  Eraser  was  the  general  freight 
agent  of  the  initial  line  out  of  Marietta,  but  he  made  the  excuse  tluitthe  connect- 
ing line  caused  the  trouble.    I  did  not  get  any  satisfaction,  and  I  said  that  I  would 
like  to  see  the  president  of  the  road.  Mr.  Orland  Smith.    I  said,  *'  Mr.  Smith,  why 
has  my  freight  rate  been  doubled  all  at  once  without  any  warning?"    He  did  not 
seem  to  know  anything  about  it,  but  I  g[uess  he  did.    He  called  l£r.  Eraser  in  and 
said,  **  What  is  this  trouble  with  Mr.  Rice  about  these  rates?*'    Mr.  Eraser  said: 
'*  The  connecting  lines  have  been  writing  us  and  writing  us  that  they  must  have 
their  freight  rates  advanced;  thev  could  not  see  any  other  way  to  do."    Well,  what 
do  you  suppose  they   did?    After  two  or  three  months'  correspondence  they 
restored  my  rate,  but  in  the  following  year  they  put  up  a  job  on  me  that  stood,  by 
which  on  July  15, 1886,  they  set  up  a  rate  on  my  shipments,  on  all  of  my  ship- 
ments—they were  about  all  from  Marietta — from  43  to  162  per  cent.    They  never 
raised  the  rates  on  the  Standard  Oil  Company  1  cent,  which  had  a  big  refinery  at 
Parkersburg,  12  miles  from  Marietta.    The  tariff  rates  from  both  points  were 
exactly  equal.    On  subsequent  investigation  I  got  the  attorney-general  of  Ohio  to 
brin^  an  action,  and  I  bore  all  the  expenses  of  it.  to  forfeit  the  charters  of  the 
Cincinnati,  Baltimore  and  Washington  Railroad  ana  tiie  Queen  and  Crescent  Road 
for  these  accursed  discriminations.    I  spent  a  lot  of  money  and  it  took  a  lot  of 
time ,  and  I  got  a  verdict  from  the  supreme  court  after  a  while  saying  that  they  should 

JSeeMr.  Page,  p.  784. 
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not  do  it  any  more;  and  it  did  not  amount  to  anythinj^.  They  continued  to  do  it 
right  along  under  my  nose.  And  it  shut  up  19  agencies  out  of  24  and  shut  me  out 
of  39  towns  in  73  in  5  months;  that  is  what  it  did.  And  these  men  here,  Orland 
Smith  and  B.  M.  Fraser,  are  responsible  for  this  collusion  to  ruin  my  business. 

S.  (By  Mr.  Farquhar^  What  year  was  this  thing  in?— A.  In  18§6. 
.  (By  Mr.  SmtthJ  Were  the  published  rates  the  same  from  Parkersburg  as 
from  llarietta? — ^A.  Yes. 

Q.  Yon  believe  that  the  Standard  Oil  Company  received  a  rebate? — ^A.  I  proved 
43  to  162  x>er  cent.  I  went  into  court  and  proved  it  before  a  referee.  There  were 
2  suits  to  forfeit  the  charters,  and  the  court  said  they  could  not  do  this  any  more. 
It  was  a  very  fine,  sweet  verdict.    Of  course,  it  had  no  effect. 

Q.  (By  Mr.  Jenks.)  In  connection  with  the  statement  that  the  Standard  Oil 
Trust  made  a  contract  with  a  merchant  of  New  Orleans  to  pay  him  the  sum  of 
148,000  not  to  handle  l^e  oil,  in  the  exhibit  that  is  given,  you  set  out  the  contract 
in  fuU?— A.  Yes. 

Q.  You  are  i)erfectly  certain  as  to  the  trustworthiness  of  this? — ^A.  Yes,  of 
course;  because  I  got  the  facts  right  tram  the  party,  Mr.  Ong.  I  got  the  con- 
tract; without  a  question  these  are  genuine  contracts. 

Q.  Mr.  Ong  gave  you  the  contracts?— A.  Oh,  yes;  they  are  absolute  facts.  They 
are  the  contracts  without  a  question.    These  are  the  genuine  contracts.* 

(Beading:)  *^  October  15, 1886,  a  friend  3f  mine  writes  me  from  Cleveland  as  to 
inside  rates  given  to  the  Standard  Oil  Trust  as  follows:  *  They  say  that  they  only 
get  so  many  tons  of  freight  and  so  many  dollars  and  cents  in  payment  of  so  mucn 
tonnage.    Can^t  tell  whether  in  barrels  or  tank  cars.* " 

(Reading:)  *'  The  general  freight  agent  of  the  Little  Bock  and  Memphis  Bail- 
road  Comx>any  wrote  me  on  November  17, 1890,  as  follows:  *  We  are  hauling  your 
on.  This,  of  course,  we  expect,  as  conmion  carriers,  to  be  compelled  to  do.  It 
is  a  fact,  nevertheless,  that  on  account  of  handling  your  oil  the  Standard  Oil  Com- 
pany wiU  not  route  any  of  their  freight  over  our  lines.  As  a  consequence,  we 
have  none  of  their  tanks.' " 

That  is  very  nice. 

(Reading:)  **  By  the  power  and  fear  of  the  Standard  Oil  Trust  I  have  paid  5 
cents  a  barrel  more  for  crude  oil  than  the  regular  established  market  price  of  the 
trust  for  additional  stock  to  run  my  refinery." 

TANK-CAK  DISCRIMINATIONS. 

"Can't  purchase  tank  cars  except  for  cash,  because  of  my  ' supx>osed  contro- 
versy '  witn  the  Standard  Oil  Company." * 

Office  of  the  Milton  Car  Works, 

MUtany  Pa.,  December  6, 1887. 
George  Bice,  Esq.,  Marietta^  Ohio, 

My  Dear  Sir:  We  have  just  wired  you  as  follows:  "  Our  financial  friends  de- 
cline to  advance  the  money.  We  can  not  build  them  except  for  cash,"  which  we 
confirm. 

*  The  contract, as  printed  In  the  witnesses  "Exhibit  B/'  p.  118,  is  as  follows: 

''The  Chess  C^rlev  Company,  of  Louisville,  Ky.,  as  the  first  i>arty  to  this  agrreement  (and  a 
branch  of  the  Standard  Oil  Trust),  hereby  agrees  to  pay  to  Richard  M.  Ong,  of  New  Orleans, 
lia.,  as  second  veirt,  the  sum  of  t48,C00  in  sixty  equal  pa3rments,  consisting  of  one  payment  each 
month  during  the  five  years  of  this  contract,  commencing  with  the  month  of  May,  1B85  A.  D. 

'*  This  said  amount  of  t48,000  is  in  fullpayment  for  the  purchase  by  the  Chess  Car  ley  Company 
of  the  entire  profits  of  the  business  of  R.  M.  Ong  in  naphtha,  gasoline,  and  refined  petroleum  for 
uluminatinfT  purposes.  R.  M.  Ong  hereby  sells  to  the  Chess  Carley  Company  the  profits  of  this 
branch  of  his  ousiness  during  the  said  period  of  five  jrears,  and  will  make  no  charge  for  conduct- 
ing said  buedness  except  for  drayage  when  actually  incurred  for  full  drayload  from  warehouse 
ordei)ot. 

''R.  M.  Ong  agrees  to  sell  no  petroleum  for  illuminating  purposes,  or  naphtha,  which  is  not 
supplied  by  the  Chess  Carley  Comi)any,and  shall  be  priTileged  to  sell  at  same  prices  with  the 
(^eas  Carlev  Companv  to  the  same  class  of  trade.  The  invoices  of  each  month  will  be  payable 
on  the  loth  day  of  the  following  month  less  the  rebates  or  commission  allowed  to  wholesale  deal- 
ers by  the  consent  of  the  Chess  Carley  Comi»any.  And  the  said  One  shall  have  the  right  to 
deduct  the  allowance  for  each  month  of  the  said  amount  of  |800  from  tne  amount  of  invoices  for 
uie  same  month. 

''R.  M.  Ong  agrees  to  conduct  this  branch  of  his  business  in  the  best  manner  possible  to  pro- 
mote the  Interests  of  the  first  party,  and  under  the  general  directions  of  the  first  party,  and  save 
all  the  margins  possible  in  receiving  and  distributing  said  products,  and  will  make  no  charge 
for  storage  in  his  warehouse.  R.  mT  Ong  will  sell  at  same  prices  charged  by  the  Chess  Carley 
^^ompany  for  same  class  of  trade. 

''Chess  Carley  Company, 
"By  P.  D.  Carley,  President. 
''R.  M.  Onq. 

"Kew  Orleans,  La.,  FebrurytS^  1886.^' 

*SeeMr.Page,p.766. 
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Oru  Mr.  Dickemuui  returned  thiB  morning  and,  after  nsing  every  exertion, 
failed  to  negotiate  the  deferred  payments  on  vonr  cars.  Onr  financial  friends 
state  that  thev  have  declined  to  do  this  mainly  on  account  of  some  sappoeed 
controversy  which  they  claim  yon  have  had  with  the  Standard  Oil  Company 
and  various  railroads  in  the  West.  They  feared  you  could  not  use  these  cars  to 
advantage  if  the  railroads  diould  be  hostile  to  your  interests. 

We  regret  this  very  much  as  we  have  been  to  considerable  trouble  and  expense 
in  making  arrangements  to  buDd  the  cars,  and  are  now  seriously  disappointed 
at  the  refusal  of  the  parties  to  take  the  deferred  payments,  as  they  had  partiaUy 
promised  to  do. 

We  should  be  very  much  pleased  to  build  these  cars  for  you  if  you  can  nego- 
tiate the  notes  with  your  friends  and  pay  us  the  cash. 

Please  let  us  hear  from  you  at  your  earliest  convenience  concerning  your 
ability  to  raise  the  money. 

Yours,  very  respectfully, 

Murray,  DouoAii  Sc  Co.,  Lduted. 

Ton  see  there  was  a  discrimination  in  the  carriage  of  oil  in  barrels  as  against 
tank  cars  of  about  25  per  cent;  and  if  anybody  could  afford  to  buy  tank  cars— 
rolling  stock  for  the  railroad— of  course,  shippers  ought  to  furnish  railroads  all 
the  cars  they  want  and  then  let  them  charge  what  they  please — so  I  saw  that  it 
was  necessary  to  get  hold  of  some  cars.  The  way  it  is  generally  done  is,  a  person 
goes  and  contracts  for  tank  cars  and  pays  down  20  or  25  per  cent,  and  then  pays 
the  balance  in  installments  in  4  or  6  years;  and  they  hold  the  title  to  the  cars. 

Q.  ^By  Mr.  Farquhar.  )  Yet  this  is  a  business  letter  from  Murray,  Dougal  &  Co.; 
that  if  you  would  furnish  the  cash  they  wotdd  build  the  cars? — ^A.  Yes,  but  the 
trouble  was  that  that  would  take  just  so  much  money  out  of  my  business,  and,  of 
course,  cramp  me  so  much  that  I  could  not  i^ord  to  do  it. 

Q.  You  went  into  the  building  of  tank  cars  afterwards?— A.  Yes,  I  got  10  cars 
afterwards,  later  on — got  the  Pennsylvania  Works  to  build  them  for  me  and  paid 
20  or  25  per  cent  down,  and  the  balance  in  5  years. 

Q.  Do  you  think  it  was  an  advantage  to  the  Standard  Oil  Trust  to  have  the  tank 
cars  built?— A.  Well,  that  might  be,  ii  everybody  got  the  same  rate,  if  the  ndlroad 
would  furnish  the  same  tank  cars;  but  they  did  not  furnish  the  tank  cars.  The 
Standard  Oil  Company  in  the  early  days  bought  up  aU  the  tank  cars  from  the 
railroads,  and  no  aoubt  with  the  understanding  that  they  must  not  build  any  more 
tank  cars.'  The  railroads  have  not  furnished  tank  cars  to  the  shippers,  who 
thought  they  ought  to  do  it,  and  they  had  to  put  box  cars  on,  just  as  the  Pennsyl- 
vania road  did  for  years  and  years;  and  after  the  interstate  act  went  into  effect, 
the  Standard  Kot  them  to  charge  for  the  weight  of  the  wooden  package. 

Q.  You  made  quite  a  contention  there,  did  you  not,  for  a  long  time  against  the 
tank  cars? — A.  Why,  certainly.  It  is  all  rieht  enough  if  the  roads  would  only 
furnish  that  means  of  carrying,  but  they  will  not  do  it;  and  they  Imow  that  the 
independent  refiners  of  small  means  can  not  afford  to  buy  tank  cars.  Why  should 
they  not  do  this?  It  is  the  duty  of  the  railroad  to  furnish  all  the  cars  that  are 
necessary.    It  is  only  a  freeze  out;  that  is  all.* 

Q.  That  is  the  question  we  are  reaching  now.  You  know  the  private-car  system 
of  the  United  States  to-day;  they  are  used  in  transportation,  refrigerator  cars,  and 
everything  of  that  kind,  furnished  by  private  corporations.  Was  it  not  a  positive 
advantage  to  have  tank  cars  in  the  transportation  of  oil? — ^A.  No,  I  do  not  think 
it  was.  I  think  it  was  the  n-eatest  possiole  evil  in  petroleum  transportation,  for 
the  reason  that  the  railroads  carried  tank  cars  of  oil  for  the  Stan<&rd  Oil  Com- 
pany at  a  lump  sum  tank-car  rate.  I  proved  that  before  the  Intei-state  Commerce 
Commission,  between  barrel  rates  and  tank-car  rates;  that  I  paid  four  times  as 
much  to  Birmingham,  Ala. 

Q.  Where  they  were  able  to  furnish  tank  cars,  did  not  the  railroads  try  to  dis- 
courage the  barrel?— A.  I  can  not  answer.    Why  should  they? 

Q.  I  can  not  say  that.  Was  it  not  a  condition  while  you  were  shipping?— A. 
Yes,  they  did.  I  will  say  that  they  did  it  for  the  purpose  of  freezing  out  the 
refiners;  I  will  answer  that,'*  Yes. '^  They  did  it  cei-tainly,  because  they  wanted 
to  discourage  the  smaller  ones;  because  the  railroads  and  the  trusts  all  work  hand 
in  hand  together;  each  one  owns  the  stock  and  bonds  of  the  other,  and  they  are  sD 
working  in  collusion  and  in  conspiracy  to  freeze  out  all  competition. 

Q.  Did  any  railroads  ever  propose  that  you  shoidd  put  on  your  cars  and  they 
would  pull  them  for  so  much  a  mile;  did  they  ever  refuse  you  at  all?— A.  Yes. 
I  have  had  railroads  that  refused;  I  forget  what  the  lines  were. 

Q.  Some  roads  did  not?— A.  Why,  certainly;  I  will  tell  you  something  about 
the  tank-car  business.  In  1878,  J.  fl.  Rutter,  the  general  freight  agent  of  the  New 
York  Central  and  Hudson  River  Railroad,  in  an  investigation  before  the  Hepburn 

» See  Mr.  Page,  p.  765. 
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cominittee  of  the  New  York  le^slature,  put  in  a  special  tariff  sheet  of  rates  for 
the  Standard  Oil  Company,  and  m  that  tariff  was  a  particular  6X)ecial  rate  on  tank 
cars  of  |60  -per  tank  car,  lump  sum,  from  Cleveland  to  New  York,  which  would  be 
60  cents  a  barrel.  The  outside  rate  was  $1.90  a  barrel  to  all  competitors.  They 
also  got  a  reduction  off  that  60  cents  for  the  carriage  of  crude  oil  from  the  oil 
r^ons  to  the  refineries  at  Cleveland,  35  cents  per  barrel  of  crude.  Fourteen  bar- 
rels of  crude  at  35  cents  were  allowed  for  10  barrels  of  refined  shipped  from  Cleve- 
land to  New  York.  That  made  $4.90  drawback.  The  freight  on  10  barrels,  at  60 
cents  a  barrel,  would  be  $6;  $6  less  $4.90  drawback  is  $1.10,  for  transporting  10 
barrels  of  oil  from  Cleveland  to  New  York.  That  is  11  cents  a  barrel  as  against 
$1.90,  or  1,600  per  cent  discrimination.* 

Q.  (By  Mr.  Smtth.)  Do  you  know  any  railroad  in  this  country  that  owns  tank 
cars? — ^A.  I  think  the  Pennsylvania  Bailroad  has  a  lot  of  tank  cars,  or  did  have; 
but  in  the  early  days  it  was  almost  impossible  for  a  competitor  to  get  the  use  of 
them;  the  Standard  Oil  Trust  had  practically  the  exclusive  use  of  them. 

Q.  Is  it  not  the  custom  in  all  oil  refineries,  both  in  petroleum  and  cotton-seed 
oil,  that  the  tank  cars  are  owned  by  the  refiners? — A.  Yes;  to  a  certain  extent  I 
thmk  the  cotton-seed  oil  refiners  are  owning  their  own  cars. 

And  the  railroad  companies  do  not  furnish  any  cars? — A.  I  think  not. 

(By  Mr.  Batchford.)  You  are  aware  that  the  representatives  of  the  Stand- 
Oil  Company  have  stated  before  this  commission  that  no  such  thing  as  rebates 
were  given  uiem A.  ^Interrupting:)  Since  the  interstate-commerce  act? 

3.  Yes. — ^A.  Yes;  I  will  come  to  that. 
.  And  the  claims  that  you  have  just  mentioned,  referring  to  the  rate  from  Cleve- 
land to  New  York,  you  should  support  by  the  strongest  possible  testimony  that 
you  can  present.  Proof  is  what  we  want. — A.  Well,  I  am  going  to  give  it  to  you 
as  I  go  along.  I  am  going  to  give  you  plenty  of  proof  as  to  nrei^tdiscriminauon 
since  the  interstate-commerce  law  went  into  effect.  I  was  coming  to  that;  I  have 
not  got  to  that  yet. 

(Keading:)  **  I  have  for  years  vainly  sought  Grovemment  protection  through 
Ccmgress  and  the  Interstate  Commerce  Commission,  and  get  it  not;  also  through 
State  legislatures,  and  get  it  not;  through  the  courts,  and  get  it  not.  Soon  there 
will  be  trouble  in  this  land  if  such  nefarious  work  does  not  cease,  for  anarchy 
will  be  supreme.  The  railways  and  the  trusts  are  run  conjointly  on  a  fraudulent, 
dishonest,  and  destructive  basis.  The  channels  of  trade  and  Ixansportation  are 
no  longer  open  free  to  the  people  at  large.  Our  greatest  criminals  and  corrup- 
tionists  are  at  the  head  of  these  mighty  and  all-powerful  institutions,  who  also 
nse  their  vast  resources  to  corrupt  our  politics.  They  have  no  fear  of  the  law, 
because  of  the  fabulous  fortunes  so  easily  and  quickly  obtained,  from  which  they 
expect  to.  buy  immunity. 

*•  It  is  quite  evident  our  Government  is  a  failure,  because  of  nonenforcement  of 
our  laws  against  this  piratical  crew  who  infest  our  inland  commerce  under  the 
secret  cover  of  unlawful  rebates  and  commissions  and  thus  rob  the  people  out  of 
hundreds  of  millions  of  dollars. 

"  The  trusts  are  worse  than  the  pirates  of  the  seas,  for  they  sailed  in  the  open; 
and,  though  they  gave  no  quarter,  they  did  their  work  under  their  own  pirate 
flag,  and  not  under  the  livery  of  the  law. 

''I  have  had  a  number  of  applications  from  unknown  correspondents  to  take 
hold  of  new  oil  developments  m  different  States,  and  have  invariably  replied  that 
it  would  be  useless,  that  however  prolific  an  oil  field  might  be,  it  would  be  made 
unprofitable  and  no  money  in  it,  as  against  the  power  of  the  Standard  Oil 
monopoly  over  the  rail  lines  of  this  country." 

Whereupon  at  1  p.  m.  the  commission  took  a  recess  until  2  o'clock  p.  m. 

The  commission  met  at  3.15  p.m.,  Chairman  Kyle  presiding.  George  Bice 
again  on  the  stand  and  examination  resumed. 

Q.  (By  Senator  Ktle.)  You  may  proceed.— A.  (Beading.) 

"JOHN  D.  ABCHBOLD  AND  HENRY  H.  ROGERS,  TRUSTEES  OP  THE  STANDARD  OIL 
TRUST,  TESTIFY  BEFORE  THIS  COMMISSION,  SEPTEMBER  8  AND  9,  THAT  THIS 
TRUST  HAS  NOT  RECEIVED  DISCRIMINATING  FREIGHT  RATES  SINCE  THE 
INTERSTATE-COMMERCE  ACT  TOOK  EFFECT,  APRIL  6,  1887.« 

••  La  1886 1  entered  complaints  with  the  attomey-gjeneral  of  Ohio  to  forfeit  the 
charters  of  the  Cincinnati,  Washington  and  Baltimore,  and  Cincinnati,  New 
Orleans  and  Texas  Pacific  railways  for  gross  oil  freight  discriminations.  The 
petitions  were  filed  December  28, 1886,  and  depositions  filed  November  23, 1887. 

"'  iSeepTeoe.  >Seepp.6S6,627.  ' 
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The  referee  made  his  report  July  8,  1889,  and  the  supreme  court  rendered  its 
decision  March  4, 1890.  I  proved  that  the  Cincinnati,  Washington  and  Baltimore 
Railroad  Company,  the  imtial  line  out  of  Marietta,  and  Koyeming  connecting 
lines,  issued  an  order  to  take  effect  July  16, 1886,  b^  which  might  rates  were  not 
onl  V  advanced,  but  that  m^  shipments  were  discriminated  against  by  this  road 
in  favor  of  the  Standard  Oil  Trust  from  48  to  162  per  cent. 

*'  That  the  Cincinnati,  New  Orleans  and  Texas  Pacific  had  so  discriminated 
from  29  to  212  per  cent.  That  the  Louisville  and  Nashville  Railroad  Company 
had  so  discriminated  from  85  to  260  per  cent.  That  the  St.  Louis,  Iron  Mountain 
and  Southern  Railway  had  so  discriminated  from  48  to  191  per  cent,  which  con- 
tinued at  least  to  March  4, 1890,  and  probably  much  longer,  reswiless  of  the 
order  of  the  commission  (see  pp.  582,  583,  584,  585,  Congressional  investigatioD 
18H8).  These  unlawful  freight  oiscriminations  had  the  effect  to  cloee  up  19  oat 
of  24  of  my  agencies,  and  shut  me  out  of  89  towns  in  73  within  5  months. 

'*  The  supreme  court  of  Ohio,  after  this  abundant  and  most  extraordinary  proof 
before  them,  ignored  the  people's  sacred  right  of  eminent  domain,  and  simply 
decided  that  these  roads  be  ousted  from  chargin^^  less  rates  per  100  pounds  on 
tank-car  shipments,  as  compared  with  barreled  oil,  which  decision  proved  in^- 
fective." 

This  suit  was  to  forfeit  their  charters  for  these  discriminations. 

DISCRIMINATIONS  AT  LEAST  UP  TO  1888. 

'*  In  November,  1887,  before  the  Interstate  Commerce  Commission,  I  proved  tiie 
following  ffross  freight  discriminations,  which  were  exclusivelv  in  favor  of  the 
Standard  Oil  Trust  and  for  no  one  else.  The  cases  were  deciaed  February  23, 
1888,  and  the  several  defendant  rail  lines  pretended  to  acquiesce  in  the  verdict  bj 
simplv  changing  their  mode  of  rating. 

*'  The  following  outrageous  and  most  extraordinary  of  freight  discriminations, 
exclusively  in  favor  of  tne  Standard  Oil  Trust,  was  proved  by  me  and  existed  at 
least  up  to  April  1, 1888,  that  we  know  of,  and  from  my  subsequent  complaints 
and  proofs  it  is  exceedingly  doubtful  if  the  decision  of  the  commission  had  any 
appreciable  effect  on  the  railroads."' 

Now,  I  have  put  in  exhibits  which  show  discrimination  to  the  extent  of  833  per 
cent.  There  is  a  lot  of  them,  and  I  just  merely  mention  that  fact;  the  exhibits 
show  that  the  highest  discrimination  was  838  per  cent. 

LOUISVILLE  AND  NASHVILLE  RAILROAD  COMPANY. 


LouisTiUe  to— 

Nashville,  Tenn 

CbAttanoosa,  Tenn 

Memphis,  Tenn 

Atlanta,  (H. 

Selma,  Ala. 

Montgomery,  Ala 

Mobile,  Ala, 

Columbus,  Ga 

AugruRta,  Ga 

Pen8a<'ola^la 

Cincinnati  to  Birmingham,  Ala 


CINCINNATI,  NEW  ORLEANS  AND  TEXAS  PACIFIC  (CINCINNATI  SOUTHBBN). 


MUlsper 

MUlsper 

oallon 
charged 

gallon 
charged 

George 

OUTmst. 

Rice. 

7 

15 

0.9 

19.4 

6.7 

12 

lfi.8 

86l8 

lfi.l 

88.5 

1S.6 

8S.5 

U.4 

24 

17.7 

40.9 

1A.2 

85.1 

ia.6 

24 

10.0 

47.2 

Percent 
discrim- 
inatioiL 


114 
87 
UO 
IS 
141 

im 

66) 

181 

U8 

76 


Cincinnati  to— 

Lexington,  Ky 

Chattanooga,  Tenn 10.1  26.4  W 

Knoxville,Tenn 9.6  26.4  175 

Birmingham,  Ala ^..^  -^ 

Meridian,  Miss 12.1  44.8  26? 

Vicksburg,  Miss ll.I  81.2  W 

Shreveport,  La 17.8  63.6  W 

New  Orleans,  La 11.8  81.2  1« 

Atlanta,  Ga U.7  86.8  214 

Macon,  Ga l«.l  ai8  20* 


4.9 

8 

10.1 

26.4 

9.6 

26.4 

10.7 

87.6 

12.1 

44.8 

n.i 

81.2 

17.8 

63.6 

11.8 

81.2 

U.7 

86.8 

12.1 

818 

A  See  Mr.  Page,  p.  766. 
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NEWPORT  NEWS  AND  MISSISSIPPI  VALLEY  COMPANY. 

(Formerly  C,  O.  A  S.  W.) 


Louisville  to— 
Memcjiia,  Tenn . 
New  Orleana,  La 
VlckBh^pg.  Miss 


Mills  per 

eallon 

cnaived 

Standard 

Oil  trust. 


4.4 

9.7 
10.7 


Mills  per 

saUon 

cnarged 

C^eorge 

Eice. 


9 
15 
16 


Percent 
discrim- 
ination. 


100 
54 
40 


ST.  LOUIS,  mON  MOUNTAIN  AND  SOUTHEBN. 


8t.Loicd8to— 

Hooston,Tex... 
GtelTe8ton,Tex . 
Little  Bock,  Ark 
Newport,  Ark . . 


%7 

257 

82 

82 


*'The  aooTe  gross  freight  discriminations  continued  for  at  least  1  year  of  the 
interstate-commerce  act,  regardless  of  the  penalty  of  $5,000  fine  and  2  years  in 
the  penitentiary  for  each  and  every  offense. 

*'  On  liCay  28, 1888,  the  Missouri  Pacific  Railroad,  regardless  of  this  decision, 
were  still  carrying  tank  cars  by  the  lump  sum.  This  same  road  (1888)  in  the 
State  of  Arkansas  were  carrying  petroleum  in  iron  barrels  for  the  Standard  Oil 
Trust  at  284  per  cent  discrimination  in  their  favor. 

"  In  1889 1  made  several  general  complaints  to  the  commission  of  general  viola- 
tions of  the  interstate-commerce  act  by  the  Southwestern  lines  of  railroads,  reach- 
ing to  the  Pacific  coast,  of  which  the  Cincinnati,  Washington  and  Baltimore 
Railroad  Company  was  the  initial  line  out  of  Marietta,  where  my  oil  refinery 
was  located,  and  at  my  request  the  commission  issued  notices  to  151  contiguous 
lines  as  parties  thereto  to  appear  and  be  heard  if  they  so  desired.  The  substance 
of  these  complaints  was  embodied  in  these  notices,  as  follows : 

*' '  It  apx>earing  to  the  commission  in  the  above  cases  that  in  addition  to  the 
question  of  reasonableness  of  rates,  the  following  other  questions  are  also  raised, 
namely : 

/"I.  The  question  of  the  like  classification  of  barrel  and  tank  oils,  and  of  the 
ru^ht  of  the  railroad  companies  to  charge  for  the  weight  of  the  barrel  package  in 
addition  to  the  weight  of  the  contents. 

** '  2.  The  question  of  discrimination  arising  from  the  returning  of  empty  tank 
cars  free  of  cnarge,  and  also  of  the  paying  a  mileage  rate  on  such  empty  tank 
cars. 

''  *  8.  The  question  of  whether  railroad  companies  are  not  obliged  to  furnish 
tank  cars  as  well  as  cars  of  other  description  for  oil  transportation. 

*'  *  4.  The  question  of  the  proper  classification  of  cotton-seed  oil  and  turpentine 
as  comx>ared  with  x>etroleum  and  its  products. 

''  '6.  The  question  of  discrimination  in  favor  of  petroleum  and  its  products 
when  carried  in  tank  cars,  resulting  in  saving  a  low  rate  on  cotton-seed  oil  or 
turpentine,  or  either,  when  carried  as  bacK  loading  in  such  tank  cars. 

"  *  6.  The  question  of  the  duty  of  railroad  companies  to  furnish  shippers  with 
tank  cars  in  cases  where  the  traffic  of  their  lines  can  profitably  or  properly  be  car- 
ried in  such  tank  cars  and  is  large  enough  to  justify  the  expenditure. 

" '  7.  Long  and  short  haul.' 

*^The  four  separate  cases  were  tried  together  in  December,  1889,  and  thor- 
^^ghly  done  by  that  astute  and  experienced  lawyer  in  railroad  matters,  Franklin 
B.  Gowen,  for  many  years  the  president  of  the  Philadelphia  and  Reading  Rail- 
road Company.  The  cases  were  duly  argued,  and  a  x>artial  but  insi^ificant 
decision  rendered,  but  not  until  2  years  had  elapsed,  when  the  commissioners 
decided  that  'AU  the  cases  are  held  open  for  additional  evidence,*  which  so  thor- 
otighlY  disgusted  me  after  having  spent  so  much  time  and  money  thereon,  that  I 
^en  determined  to  proceed  no  further,  and  abandoned  the  apparently  hopeless  pur- 
snitof  combined  and  confederated  iniquity,  and  resolved  to  have  nothing  further 
to  do  with  any  future  proceedings  before  the  Interstate  Commerce  Commission. 

**  I  fully  and  clearly  proved  the  following  facts : 

**  That  the  Trans-Continental  Association,  composed  of  21  lines  of  road,  had 
advanced  freight  rates  in  1889  over  1887,  when  my  first  complaints  were  brought, 
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to  the  extent  of  88  per  cent,  which  was  imreafloiiable.  Also  proTed  that  these 
lines  carried  cotton-need  oil,  worth  4  times  as  much  as  petroleom,  at  26  cents  less 
per  100  poondfl.  That  the  Trans-Missouri  Freight  Association  charged  25  cents 
per  100  pounds  more  for  carrying  petroleum  tlum  cotton-eeed  oil. 

"  That  the  Southern  Railway  and  Steamship  Association,  of  which  the  Louis- 
ville and  Nashville  Railroad  Company  was  a  member,  advanced  freight  rates  in 
1H89  over  1887  from  10  to  121  per  cent,  which  was  clearly  unreasonable.  Also 
proved  that  the  Chicago,  Rock  Island  and  Pacific  Railroad  charged  25  cents  more 
per  100  pounds  for  carrying  petroleum  than  cotton-seed  oil. 

» UP  TO  MARCH  16. 1890,  THE  STANDARD  OIL  TRUST  GOT  U  PER  CENT  OP  ITS  SHIP- 
MENTS CARRIED  FREE  BY  A  REBATE  REDUCTION  OF  «  QALLONS^ON  EACH 
TANK  CAR. 

"  I  also  proved  that  the  Standard  Oil  Trust  had  an  exclusive  secret  rebate  re- 
duction on  quantity  shipped,  in  place  of  a  money  rebate,  of  02  gallons  deduo 
tion  on  each  and  every  tank  car,  or  1^  per  cent  of  its  shipments  carried  free.** 

No  one  else  got  that  at  all;  no  one  else  got  that  rebate  or  that  reduction.' 

Q.  Is  that  supposed  to  be  on  tank  cars  as  comnared  with  barrel  shipments?  b 
that  the  reason  tnat  they  themselves  gave? — ^A.  I  think  the  only  reason  I  heard  for 
it  was  for  wind  in  the  dome  of  the  car,  or  something  of  that  kind.  There  was 
no  good  valid  reason  for  it. 

Q.  The  question  is  this,  what  reason  did  they  pretend  that  there  was  for  it?— A. 
I  do  not  know.  I  never  knew  what  their  pretended  reason  was;  there  was  no 
good  reason. 

Q.  When  this  matter  was  brought  to  their  attention,  both  the  Standard  Oil 
Company  and  the  railroad  company  presumably  assigned  some  reason  for  it2— A. 
I  do  not  know  what  they  did  assign,  probably  leakage  or  something  or  other. 
There  was  no  sense  in  it,  anyhow. 

^Readinff:)  *'ThiB  continued  until  March  15, 1890,  when  it  was  changed  to  42 
gallons  reaiiction,  and  continued  to  September  1,  1892. 

"  Also  proved  that  shippers  of  oil  in  barrels  should  be  charged  only  for  the  oil 
shipped,  and  not  for  the  barrel,  to  offset  the  return  of  emp^  tank  cars  that  cant 
bring  back  other  freight  (except  in  extreme  cases),  while  a  box  car  can.  Besides 
a  tank  car  weighs  3,500j>()undM  more  than  a  box  car  of  same  capacity.*' 

Why,  up  to  1888  the  Pennsylvania  Railroad  carried  oil  in  ban-els,  including  the 
package,  for  the  same  rate  as  so  many  gallons  in  a  tank  car;  and  about  a  year  after 
the  interstate-commerce  act  took  effect  they  changed  it  so  that  the  independent 
shipper  would  have  to  pay  for  the  weight  of  the  package.  > 

Q.  (By  Mr.  Batch  ford.)  What  reason  do  you  assign  for  the  change  in  the  rate 
on  shipments  in  tank  cars  as  com^tred  with  the  rate  for  barrels? — A.  I  think  it 
was  done  at  the  instigation  of  the  Standard  Oil  Trust. 

Q.  Did  the  Standard  Oil  Trust  at  the  time  of  the  change  have  control  of  all 
the  tank  cars?— A.  Principally.    Almost  absolutely. 

Q.  Principally? — A.  Of  course  there  were  more  or  less  outside  refiners  that  had 
a  moderate  amount  of  cars,  but  not  very  many. 

Q.  Then  you  believe  that  the  reduced  rate  of  shipment  in  tank  cars  is  not  due 
to  the  advantage  that  results  to  the  comx>any  from  the  transportation  of  oil  in 
tank  cars,  but  rather  is  a  favor  for  those  who  control  the  tank  cars?— A.  Yes. 

TANK  CARS  NOT  AN  ADVANTAOB  TO  THE  RAILROADS.* 

Q.  (By  Mr.  Farquhar.)  But  is  not  the  tank  car  really  an  advantage  in  hand- 
ling the  oil?— A.  To  whom? 

Q.  To  the  railroad  companies,  an  advant^?e  to  all  that  handle  oil? — ^A.  No,  sir. 
I  have  got  the  very  best  evidence  from  the  Pennsylvania  Railroad,  if  you  will  let 
me  read  this. 

(Reading:)  **John  S.  Wilson,  general  freight  agent  of  the  Pennsylvania  Rail- 
road Company  (the  highest  authority  we  hive),  testifies  before  tine  Interstate 
CommisHion  on  January  23,  1888,  that  he  would  rather  carry  powder  than  oil  in 
tank  carH,  and  that  the  shipment  in  barrels  is  preferable.    Hear  him: 

"  *  I  think,  altogether,  it  is  the  most  undesirable  business  we  do,  the  carriage  of 
oil  in  tank  cars.  There  is  no  stopping  it  when  it  once  starts.  We  had  a  smash 
up  at  New  Brunswick.  We  came  in  collision  there  with  a  line  of  tsmk  cars,  the 
oil  got  on  fire,  and  I  think  it  ran  two  squares,  got  into  a  sewer,  ran  burning  a 
square  or  two  more,  ran  on  the  canal,  which  was  then  frozen  over,  followed  flie 

»8ee  Mr.  Page,  p.  Tflfl.  "See  Mr.  Page,  pp.  765,  TST,  769. 
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ice  a  square  or  two  beyond,  and  beside  our  own  direct  losses,  we  have  already 
paid  nearly  $500,000  for  the  destmction  there.  I  resrard  it  as  worse  than  powder 
to  carry.  The  bridge  at  New  Bmnswick  was  burned  down,  which  cost  ns  $300,000 
or  $300,000,  besides  nearly  $500,000  paid  out  for  ontside  destmction. 

"  *  We  might  mn  for  10  years  and  by  good  luck  have  no  serious  accident. 
Whereas,  on  the  other  hand,  we  might  strike  another  case  like  that  at  New 
Brunswick  and  lose  more  money  than  we  would  make  on  carrying  oil  for  10 
years.    I  would  rather  carry  anything  else  than  oil  in  tanks. 

**  *  The  movement  in  barrels  I  have  always  considered  preferable  for  two  rea- 
sons. First,  we  load  barrels  in  a  car  that  will  carry  a  return  cargo.  There  are 
no  back  loads  for  a  tank  car.  For  stock  and  box  cars  we  can  load  back  and  get 
an  increased  earning  for  the  round  trip.  Secondly,  if  there  comes  a  collision  or 
fire,  the  packages  being  sex)arate  we  are  enabled  to  save  some  of  the  tonnage. 
There  is  no  hope  of  saving  the  contents  of  a  tank  car  if  it  once  gets  on  fire. 
Barrels  you  can  sometimes  scatter  and  roll  off  and  break  them  up.'  '*  * 

This  gentleman  did  not  stay  long  with  this  railroad  company  after  that  evi- 
dence was  given. 

Q.  (By  Mr.  Farquhar.  )  Well,  index>eiident  of  the  gentleman's  opinion  on  that, 
the  railroads  have  adopted  the  tank  car  instead  of  the  barrel  for  their  shippers. 
A.  Tes;  and  principally  under  the  control  of  the  Standard  Oil  Trust. 

Q.  And  independent  also  of  the  barrel  transportation  and  the  tank  transporta- 
tion, the  railroads  put  tanks  in  the  sixth-class  classification  and  barrels  in  the 
fifth  class.  How  do  you  account  for  that  as  a  practical  business  proposition? — 
A.  I  think  that  tariff  was  made  by  the  Standard  Oil  Trust.  I  think  they  make 
up  l^e  x)etroleum  tariffs  in  the  Onited  States.  They  make  up  the  oil  tariffs  at  26 
Broadway  and  give  them  out  to  the  railroads  to  carry  it  as  they  say,  or  else  they 
do  not  get  any  freight.' 

O.  (Bv  Mr.  Batchfobd.)  Is  not  there  an  advantage  in  carryixip:  and  in  loading 
and  unloading  tank  cars  as  compared  with  the  barrels? — A.  Yes;  if  your  cars 
arrived  at  a  point  where  you  could  gravitate  it  out,  or  if  you  had  a  snort  hose 
attached  to  them — a  short  hose  into  a  pipe  to  which  you  could  put  a  pump,  you 
oould  suck  it  out;  and,  of  course,  a  tank  car  carries  more  oH  and  saves  the  weight 
of  the  barrel;  they  carry  a  larger  weight. 

Q.  In  every  case  it  is  either  taken  out  by  gravity  or  pumped  out?— A.  Yes. 

Q.  (By  Mr.  Farquhar.)  In  nearly  all  cases  it  is  gravity,  is  it  not?— A.  I  do  not 
know  about  that,  either.  At  the  refinery  at  Bayonne,  owned  by  the  Columbia  Oil 
Company,  I  think  they  take  all  the  oil  out  by  pump;  I  am  quite  sure  they  do; 
their  works,  I  know,  are  right  down  on  almost  level  ground  and  they  could  not 
take  it  out  by  gravity. 

Q.  (By  Mr.  Ratchford.)  Do  the  railroad  companies  load  the  oil,  or  the  pro- 
ducerr— A.  The  producer. 

Q.  And  the  railroad  or  shipping  company  unloads  it?— A.  The  receiver  of  the 
oil  unloads  it,  and  the  producer  or  owner  of  the  oil  loads  it;  so  that  the  road  has 
nothing  to  do  with  it.  It  is  the  same  with  barreled  oil.  The  refinery  loads  its 
barrels  into  the  car  and  the  road  has  nothing  to  do  with  it;  and  so  with  unloading. 
There  is  no  difference  in  that  respect.* 

(Beading:)  ''  I  proved  that  the  intermediate  rate  onpetroleum,  via  the  trans- 
continental lines,  in  1889  was  $1.90  per  100  pounds.  The  wooden-barrel  shipper 
was  required  to  pay  on  85  pounds  additional  weight,  which  would  amount  to  $1.61 
per  barrel  more,  in  gross  violation  of  sections  3  and  4  of  the  act.  The  average 
market  price  of  crude  oil  in  1889  was  94  cents. 

**  I  proved  that  there  was  a  charge  of  $95  per  tank  car  by  the  transcontinental 
lines,  to  return  empties  from  Pacific  coast  to  Missouri  River." 

This  is  all  since  the  interstate-commerce  act  went  into  effect. 

(Beading:)  '^  Thomas  M.  Kimball,  general  traffic  manager  of  the  Union  Pacific, 
testified,  June  22, 1887,  before  the  Pacific  Railway  Comnussion  (p.  1134),  that  his 
road  carried  the  empty  tank  cars  of  the  Standard  Oil  Company  free,  same  as  the 
other  roads.  ' 

'*(Page  1132:)  *  Q.  What  was  the  rate  allowed  to  the  Standard  Oil  Company?— 
A.  All  sorts  of  rates,  according  to  point  of  delivery,  and  the  liveliness  of  compe- 
tition at  that  point;  5  per  cent,  10  per  cent,  15  per  cent,  and  up  to  30  per  cent.' 

''  So  this  great  line,  and  a  Government  road,  enters  the  arena  to  assist  the 
Standard  Oil  Trust  to  throttle  competition  as  against  the  rights  of  the  people  who 
have  built  the  road. 

> See  Mr.  Westgate, pp.  877^378. 

*  See  Mr.  Page,  p.  767;  Mr.  westgate,  pp.  373-379:  Mr.  GkUl,  pp.  675-077, 68S-686. 

•See  Mr.  Page, p. 767. 
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'*  I  proved  that  refined  oils  in  bnlk  were  being  carried  at  6  per  cent  less  than 
actual  weight,  or  6  per  cent  of  refined  oil  carried  free  for  the  Standard  Oil  Trust. 
Their  various  lubricants,  residuum,  etc.,  carried  at  10  to  15  per  cent  less  wea^t, 
according  to  gravity.*'  * 

DISCRIMINATION  BY  EXCLUSIVS  **  8TOP-OVEB"  PRIVILEGES. 

*'  I  also  proved  that  the  several  associated  lines  of  railway  constituting  tbB 
Southern  B^tdlwav  and  Steamship  Association  pool,  the  Southwestern  Traffic  Asso- 
ciation pool,  ana  the  Trans-Continental  AjBSociation  pool  were  grossly  violating 
the  thira  and  fourth  sections  of  the  act,  long  and  short  haul,  to  the  extent  of  56  to 
225  i)er  cent,  which  inured  to  this  extent,  in  favor  of  the  Standard  Oil  Trust,  by 
prepayment  of  its  freight  at  the  low  car  lot,  terminal  rate,  with  privil^pe  to  stop 
all  such  cars  at  high  rate  intermediate  points. 

* '  I  paid  out  over  $1 ,200  in  subpoenas  in  those  cases  by  an  imperative  rule  adopted 
by  the  commission,  which  was  not  required  in  my  first  cases. 

*'  It  is  fair  to  assume,  because  of  failure  of  the  commission  to  properly  decide 
these  cases,  that  the  same  discriminations  not  only  have  continued,  but  they  have 
even  gotten  worse,  for  on  May  2, 1890  (B  161)  the  St.  Louis,  Arkansas  and  Texas 
Railway  (applicable  to  all  Southwestern  lines)  issued  a  special  oil  tariff  sheet  for 
exclusive  Denefit  of  the  Standard  Oil  Trust"* — 

That  I  know,  and  I  could  not  get  it. 

(Reading:)  *'  By  which  this  trust  could  stop  off  full  loaded  tank  cars  at  bi^ 
rate  intermediate  ix>ints  and  divide  same  up  into  less  than  car  lots,  to  be  distrib- 
uted at  several  stations,  by  canning  same,  which  should  have  jiaid  3  times  the 
terminal  rate.  This  was  an  exclusive  tank  car  tariff  sheet,  not  anx>licable  to  bar- 
reled oil  in  box  cars,  for  the  independent  refiner  who  could  not  anord  to  purchase 
rolling  stock  tank  cars. 

*  *  Per  letter  of  the  commission,  July  12, 1897«  these  special  and  most  extraordina^ 
of  freiffht  discriminations  yet  continue,  and  are  exclusively  in  favor  of  the  Stand- 
ard Oil  Trust  on  petroleum  shipments. 

"  *AlS  to  what  hues  allow  stop-over  privileges,  it  is  understood  that  all  the  lines 
named  on  the  Southwestern  Traffic  Association  tariffs  as  parties  thereto  partici- 
pate in  the  stop-over  privileges  provided  for  therein.' " 

lliat  is  a  quotation  from  tne  Interstate  Commerce  Ommission. 

TAKK-OAR  DISCRIMINATIONS. 

(Reading:)  "  The  tank  car  has  been  the  greatest  medium  for  the  Standard  Oil 
Trust  to  receive  rebates  by  carloads  being  carried  at  a  lump  sum  rate  regardless 
of  weight,  inconceivably  low  as  compared  to  tariff  rates  by  the  100  pounds. 

**  The  railroads  won't  fumieGti  tank  cars,  and  if  an  independent  refiner  is  able  to 
buy  a  few,  thus  decreasing  his  working  capital,  he  is  confronted  by  these  present 
special  railroad  instructions  inserted  in  the  tariff  sheets." 

To  show  you  how  the  railroads  put  every  possible  obstacle  in  the  way  to  freeze 
out  and  keep  out  competitors,  this  is  what  the^  put  in.  (Beading:)  *^The 
'  Southwestern  Bureau,'  of  which  the  Missouri,  Elansas  and  Texas  Pacific  is  a 
member,  owned  by  the  Standard  Oil  Trust  officials,  has  this  to  say  at  the  present 
time:  *  Oil  tanks. --Carload,  petroleum  storage  tanks  for  petroleum  and  i&  prod- 
ucts, intended  for  permanent  oil  stations ' " 

Intended  for  permanent  oil  stations,  mind  you,  gentlemen. 

(Beading:)  **  *  Shall  be  transported  at  actual  weight  at  the  oil  rate,  when  filled 
with  oil  that  pays  the  bureau  line's  oil  rate.' " • 

That  is  as  much  as  to  say  that  the  railroads  have  a  right  to  say  whether  a  sta- 
tion that  I  might  put  up  is  going  to  be  a  x)ermanent  one.  But  if  I  wanted  to  pat 
up  one  it  would  be  practically  impossible  to  get  the  right  of  way  or  a  place  to  pat 
it  up,  for  I  was  2  years  waiting  and  trying  to  get  that;  or  if  you  did  get  it  and  yon 
put  your  plant  up,  it  was  in  the  discretion  of  the  railroad  to  say  whether  that  was 
going  to  be  a  permanent  thing.  Anybody  would  know  that  it  would  not  be  per- 
manent, because  you  can't  live.  The  railroad  would  discriminate  and  you  coald 
[  not  survive.    It  would  not  be  any  good  Whatever.    I  have  another  one  right  here. 

:  (Beading:)  **  Central  Freight  Association. — Tankgau^  handbook  No.  4  says, 

applicable  to  all  roads  in  the  United  States  at  present  time:  '  Petroleum  and  its 
products  in  tank  cars  will  be  delivered  only  when  consi^e^  to  parties  at  points 
at  which  they  have  prox>er  unloading  and  storage  facilities,  and  when  shipments 

» See  Mr.  Page,  pp.  731, 732. 

*  See  George  Rice  v.  St.  L.  S.  R.  Co.  ,5  Interstate  Ck>mineroe  Commiasion  Reports,  060l  The  com- 
mission there  states  that  Mr.  Rice  did  not  appear  at  Ithe  hearing,  though  duly  notified  thereot 
nor  offer  any  proof  of  discrimination  between  shippers.  The  siop-over  prlyilege  oomplAiiiM 
of  seems  to  have  been  abolished  on  July  26, 1886,  as  to  petroleum,  though  oontinuea  till  December 
6, 1896,  on  sundry  other  commodities. 

•BeeMr.  Page.p.  789. 
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in  tank  cars  are  sent  to  parties  who  hare  not  snch  facilities  the  shipments  will  be 
returned  to  shippers  at  tneir  risk  and  expense.  "^  * 

Jnst  think  of  it.  It  is  all  left  with  the  railroad  to  say  whether  you  can  have 
any  show  or  not,  and  they  do  not  give  you  any  show  and  don't  proi>ose  to  do  it 
either. 

(Beading:)  *  *  On  May  6, 1891 ,  the  Southern  Pacific  Company  issued  an  exclusive 
special  oil  tsoiff  " 

Here  is  something  very  important. 

(Beading:)  *'  With  these  exclusive  advantages  in  favor  of  the  Standard  Oil 
Trost,  beinj^  the  exclusive  owner  of  a  peculiar  box  tank  car  combination,  patented, 
of  two  upright  iron  tanks  set  inside  a  box  car  that  thus  avoids  paying  $105  a  tank 
car  for  return  of  empty  cylinders  from  Paciiic  coast  to  Missouri  River.  This 
special  oil  tariff,  governing  all  transcontinental  lines,  sdlowed  this  trust  27  cents 
X»er  100  x>ounds  lower  rates  for  petroleum  transported  in  these  special  patent  cars, 
as  against  the  regular  rates.  This  is  discriminatory  against  the  independent  tank 
and  barrel  shipper  by  $106  a  tank  car,  and  $1.08  per  barrel  when  shipx)ed  in  barrels.* 
* '  The  present  highest  intermediate  rate  on  petroleum  in  less  than  car  lots,  Chicago 
to  Pacinc  coast  over  transcontinental  lines,  is  $2.70  per  100  ^unds,  or  $10.80  per 
barrel  of  400  pounds  to  the  independent  barrel  shipper,  while  the  Standard  Oil 
Trost,  by  prepayment  of  its  freight  at  the  car  lot  termmal  rate  of  78i  cents  -per  100 
pounds  on  820  pounds,  or  $2.51  per  barrel,  gets  an  advantage  of  880  per  cent  over 
lis  competitors  in  freight  aiscrimination.^* 

TBMPORAItT  BBDUOTIONd  FOR  THE  PROFIT  OF  THE  STANDARD. 

**  Another  method  of  freight  dis«rimination  in  favor  of  the  Standard  Oil  Trust 
on  the  transcontinental  lines,  per  tariff  of  1888,  was  to  reduce  rates  temporarily 
one-half  and  then  raise  them  again  5§  per  cent,  so  the  trust,  on  exclusive  secret 
information,  could  stock  up  on  the  low  prices,  while  its  competitors  always  had 
to  pay  the  high  tariff  rates.     (B  191.)  " 

'Now,  I  will  just  read  some  telegrams  that  passed  between  Mr.  Stubbs,  of  the 
Southern  Pacinc,  in  which  he  agrees  to  idlow  ithe  Standard  Oil  Trust  to  stock  up 
with  x)etroleum  products  at  low  pnces.  This  is  here  to  show  how  it  is  done  all 
at  the  pleasure  of  the  Standard.  This  is  from  the  Paint,  Oil,  and  Drug  Review 
of  January  25, 1898,  and  I  know  all  about  it,  because  one  of  the  men  that  is  inter- 
ested came  to  see  me  about  it  and  showed  me  some  of  these  telegrams.* 

PETrom  the  Paint,  Oil,  and  Drag  Beview,  January  25, 1883.] 
HOW  IT  IB  DONB— ALL  AT  THE  PLEASUBB  OF  THE  STANDABD. 

How  completely  the  Standard  Oil  Company  has  its  grip  on  the  railroads  is  best 
evidenced  by  producing  copies  of  telegrams  that  passed  between  the  freight 
agents  of  the  transcontinental  lines,  the  Standard  Oil  Company  at  San  Francisco, 
and  the  Standard  Oil  Trust  at  New  York.  How,  at  the  pleasure  of  the  unscru- 
pulous monox)oly,  it  was  enabled  to  stock  up  during  low  nreiffht,  and  an  interest- 
ing game  of  seesaw  was  played  on  weskk  competitors.  In  all  cases  freights  w^ere 
to  oe  advanced  and  lowered  upon  notice  from  the  Standard.  A  baser  trade  con- 
spiracy never  went  into  print.    It  follows: 

[Copy  of  telegram.] 

San  Francisco,  November  U,  1888, 
J.  C.  Stubbs, 

Oeneral  Traffic  Manager  Southern  Padfio  Company,  8t.  Louis  : 

TUford  says  regarding  raising  and  lowering  oil  rates  during  the  year,  as  talked 
before  leaving,  he  thinks  it  better  if  you  could,  without  giviuja;  particulars  to 
Transcontinental  Association  lines,  Ret  consent  to  leave  oil  rates  in  nands  of  com- 
mittee without  explaining  exactly  why,  but  if  your  judgment  approves  you  might; 
give  full  particulars  to  2  or  8  longest  lines. 

W.  Sproule, 
Asst  Oerd.  Frt,  Agt,  Southern  Pac.  Co. 

[Ck>py  of  telegram.] 

San  Francisco,  November  U,  1888. 
W.  Sproule,  San  Francisco : 

Say  to  Tilford  that  association  will  probably  consent  to  following  agreement: 
Oil  rate  from  CSevelaad  to  be  $1;  at  this  rate  he  can  stock  up;  after  doing  so  he  to 

^^^i^^^^^^M^  "^ ]__m ^ . — '  ~     ~ 

)  399  Mr.  Page,  p.  768. 
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notify  Chainnan  Leeds,  who,  after  giving  necessary  notice,  will  adyaace  rate  to 
$1.25,  and  continue  that  rate  imtil  snch  time  as  Tilford  notifies  him  of  reduced 
stock,  when  he  will  again  reduce  it  to  $1  to  enable  him  to  stock  up. 

•  J.  C.  Stubbs. 

[Copy  of  telegnun.] 

Sak  F&ancisco,  November  15, 1888. 
J.  C.  Stubbs,  St  Louis: 

Tilford  received  your  message,  and  in  reply  says  he  can  not  afford  to  pay  $1— 
that  is  too  much,  owing  to  water  competition — ^bnt  will  agree  to  pay  for  p^kroleaxn 
and  its  products  85  cents  from  Cleveland,  and  if  roads  hard  up  might  possibly 
raise  the  rate  to  87^  cents.  Tilford  says  this  offer  of  his  is  provided  assodaticm 
will  ag^ee  to  advance  rate  to  $1.25,  and  reduce  it  from  time  to  time  as  he  may 
desire,  as  outlined  in  your  message  of  yesterday.  Please  answer.  Tilford  says 
please  do  not  advance  present  linseed  or  lead  rates,  as  it  would  interfere  with 
negotiations  that  he  has  now  under  way  with  Whittier,  Fuller  &  Co. 

W.  Sproulb. 

[Tnuialatioii  of  messAge  to  W.  A.  BlsaeU,  general  freight  agent  Atlantic  and  Padflc  BailztMd.] 

San  Francisco,  November  16, 1888. 
W.  A.  BissELL,  St.  Louis: 

Tilf ord's  proposition  to  the  association  through  Stubhe  is  that  he  will  pay  S5 
cents  on  petroleum  and  its  products  from  Cleveland;  possibly,  if  roads  hard  up, 
he  might  increase  this  to  87i,  provided  association  will  advance  freight  to  $1.35 
when  he  gives  it  notice.  He  would  stock  up  at  the  low  rate,  then  notify  the 
association  when  to  advance,  the  advance  or  decline  to  be  made  at  certain  seasons 
of  the  year  in  accordance  with  his  supply  on  hand.  Do  not  let  Stubbs  Imow  of 
this  telegram. 

W.  Speoulb. 

[Copy  of  telegram.] 

St.  Louis,  November  16, 1888. 
W.  Spkoule,  San  Francisco: 

All  rates  will  be  advanced.  Would  advise  that  he  accept  proposition,  otherwise 
sure  rate  will  be  made  $1  without  any  conditions;  cUpper  competition  will  be 
cared  for. 

J.  C.  Stubbs. 

[Copy  of  telegram.] 

San  Francisco,  November  19, 1888. 
W.  H.  Tilford, 

Trustee  Standard  Oil  Trust,  26  Broadway,  New  York: 

J.  C.  Stubbs  telegraphs  as  follows  under  date  of  14th  instant:  "  Transcontinental 
Association  will  probably  consent  following  arrangement:  Oil  rate  from  Cleveland 
to  be  |1;  at  that  rate  Standard  Oil  Company,  San  Francisco,  can  stock  ap. 
After  doing  so  Standard  Oil  Company  can  notify  Chairman  Leeds,  who,  after 
giving  necessary  notice,  will  advance  freight  rate  $1.25  and  continue  that  rate 
until  such  time  as  Standard  Oil  Company  notifies  him  of  reduced  stocks, 
when  he  will  a^ain  reduce  it  to  $1  to  enable  Standard  Oil  Company  to  stock  up.'* 
I  telegraphed  JT  C.  Stubbs  as  follows:  '*  Can  not  afford  to  pay  $1 ;  that  is  too  mnch, 
owing  to  water  competition,  but  will  agree  to  pay  for  petroleum  and  its  products 
87i  cents,  provided  Transcontinental  Association  will  agree  to  advance  rate  to 
$1.25  and  reduce  it  from  time  to  time  as  outlined  in  Stubbs's  message;  adding 
request  Transcontinental  Association  not  to  advance  linseed  or  lead  rates.''  Under 
date  of  16th  instant,  J.  C.  Stubbs  telegraphs  as  follows:  "All  rates  will  be 
advanced.  Would  advise  that  Standard  Oil  Company  accept  proposition;  other- 
wise sure  rate  will  be  made  $1  without  any  conditions.  Clipper  competition  will 
be  taken  care  of."  What  do  you  advise  me  to  say  to  him?  Advise  me  by  wire  at 
once. 

E.  A.  Tilford, 
President  Standard  Oil  Company  of  Iowa. 
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[Copy.] 

San  Franoisgo,  November  SO,  1888. 
J.  C.  Stubbs, 

Care  Southern  Hotel,  St,  Louis: 

Tonr  telegram,  16th,  throngh  Spronle,  received.  I  will  raise  m^  offer  to  90  cents 
for  x)etroleam  and  its  products  from  Cleveland,  association  agreeing  to  conditions 
stated  in  yoor  telegram  to  Spronle,  14th.  This  is  the  highest  rate  we  have  ever 
•paid.  This  rate  I  believe  would  be  a  ];)ermanent  thing  and  not  stimulate  clipper 
shipmento  or  private  clipper  charters;  therefore  in  long  run  would  prove  muttuQly 
more  beneficial  tluui  $1.  Will  you  advocate  90  cente?  I  think  wiui  your  vote  for 
this  rate,  and  you  nersonally  putting  it  before  association,  it  would  go  through. 
We  will  have  te  ship  quite  a  number  of  cars  durinj^  high  rate  owing  to  special 
orders  coming  in.  This  should  be  taken  into  consideration  when  I  ask  that  90 
cente  be  adopted.    Please  answer. 

E.  A.  TiLFORD. 
[Oopy  of  telegram.] 

San  Francisco,  November  fSl,  1888. 

W.  H.  TiLPORD, 

B6  Broadway,  New  York: 

Dispatehes  received.  Since  telegfra^hing  you  yesterday,  I  received  telegram 
from  A.  T.  and  S.  F.  B.  R.,  St.  Louis,  mtimating  that  Transcontinentel  Associa- 
tion would  accept  something  less  than  $1  from  us.  Therefore,  I  will  telegraph 
J.  C.  Stubbs,  care  of  Southern  Hotel,  St.  Louis,  as  follows:  "  I  will  raise  my  offer 
to  90  cente  on  petroleum  and  ite  producto  from  Cleveland,  Transcontinental  Asso- 
ciation agreeing  on  conditions  stated  in  his  teleg^m,  14th.  This  is  highest  rate 
we  ever  paid.  This  rate,  I  believe,  would  be  permanent  thiuff  and  would  not 
encourage  heavy  clipper  shipmente;  therefore  in  long  run  would  prove  mutually 
more  beneficial  than  |l.  Will  you  advocate  90  center  I  think  with  your  vote  for 
this  rate  and  you  i^rsonally  putting  it  before  association  it  would  go  through. 
We  will  have  to  ship  quite  a  number  of  cars  during  high  rate,  owing  to  special 
orders  coming  in  for  pointe  where  we  have  no  warehouses.  This  shomd  be 
taken  into  consideration  when  I  ask  that  90  cente  be  adopted.*'  I  request  J.  C. 
Stubbs  please  answer.  I  do  not  know  whether  my  telegram  reached  J.  C.  Stubbs, 
owing  to  his  being  in  New  York  City.  When  you  see  J.  C.  Stubbs,  say  I  tele- 
graphed him  as  above,  care  Southern  Hotel,  St.  Louis.  In  your  talk  advocate  90 
cente  as  outlined  above.  Do  not  intimate  to  Stubbs  that  I  have  received  any 
communication  from  A.  T.  and  S.  F.  B.  R.  people,  St.  Louis.  Telegraph  me  the 
result  of  your  interview  with  Stubbs.  Pay  chiurges  on  Union  Tank  Line  patent 
car  referred  to  and  send  expense  bill  to  me. 

E.  A.  TiLPORD. 
[Copy— Subject:  New  T.  C.  A.  rates.] 

Standard  Oil  Company, 
San  Francisco,  November  21, 1888, 

W.  H.  TiLFORD,  Esq.,  S6  Broadway,  New  York: 

After  telegraphing  you  yesterday  afternoon  saying  that  I  would  telegraph  J.  C. 
Stubbs  as  outlined  in  your  message  of  yesterday,  I  received  word,  througn  A.  T. 
&S.F.  office  here,  from  W.  A.  Bissell,  general  freight  agent  of  the  Atlantic  and 
Pacific  Railroad,  who  is  now  in  St.  Louis,  that  he  thought  the  association  would 
accept  something  less  than  $1  from  us  if  our  offer  was  properly  put  before  them, 
consequentlv  I  telegraphed  J.  C.  Stubbs,  as  per  my  translated  copv  of  message  to 
yon  herewith  attached.  I  was  not  aware  that  Mr.  Stubbs  was  in  New  York  and 
sent  my  message  to  the  Southern  Hotel,  St.  Louis;  therefore  I  requested  in  my 
message  to  you  that  when  you  meet  Mr.  Stubbs  you  say  that  I  telegraphed  him, 
care  Southern  Hotel,  St.  Louis;  and  also  outline  to  him  the  substance  or  my  mes- 
sage, incorporating  further  along  in  my  telegram  that  in  your  interview  with  Mr. 
S. ,  please  advocate  the  90-cent  rate. 

I  will  advise  you  as  soon  as  I  hear  definitely  when  the  new  rates  of  freight  that 
the  Transcontinental  Association  are  agreeing  on  now  will  take  effect.  I  heard 
to-day,  through  the  A.  T.  &  S.  F.  office  here,  that  Mr.  Bissell  had  telegraphed  from 
St.  Louis  that  he  thought  the  new  traffic  would  &^o  into  effect  on  or  about  the  15th 
or  20th  of  next  month.  Please  treat  this  confidentially,  but,  as  I  stote  before,  as 
soon  as  I  find  out  definitely  regarding  the  new  rates  I  will  duly  advise  you. 
Yours,  truly, 

E.  A.  TiLFORD. 

83a 46 
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[Copy.] 

New  York,  November £S,'1S88. 
E.  A.  TiLFOBD,  San  Francisco  : 

(General  meeting  ad  joumed  to  meet  at  Chicago,  Monday  morning.  Will  take 
np  matter  then.  Will  do  best  I  can.  Probably  can  mi^e  it  95,  which  your  brother 
Hnnt  says  yon  can  stand.    If  yon  have  to  address  me,  care  Pacific  Hotel,  Chicago. 

J.  C.  Stubbs. 
[Copy.^SabJect:  Bates  on  oQ  from  Cleveland  to  the  I^ciflc  coast.] 

Standard  Oil  CoMPAmr, 
San  Francisco,  November  tS,  1888. 

W.  H.  TiLFORD,  Esq.,  £6  Broadtoay^  New  York. 

DsAR  Sir:  I  beg  herewith  to  hand  yon  copy  of  my  translated  dispatch  to  m 
of  even  date,  which  explains  itself. 

From  Mr.  Stnbbs's  dispatch  von  will  see  that  he  seems  to  think  that  yon  have 
already  a^eed  that  I  wiU  stand  95  cents  on  oil  from  Cleveland  to  the  Pacific  coast 
In  yonr  dispatch  to  me  of  a  few  days  ago  yon  stated  yon  talked  with  Mr.  Stabte 
abont  90-cent  rate,  suggesting,  however,  further  along  in  your  message  that  Mr. 
Stubbs  should  telegraph  that  he  could  get  the  95-cent  rate  adopted,  that  I  had 
better  accept  the  same.  From  your  message  I  would  imagine  that  you  simply 
talked  the  90-cent  rate,  without  committing  yourself  to  Mr.  Stubbs  abont  a  95; 
hence  my  reason  for  asking  you  the  question  as  to  whether  you  had  agreed  to  the 
95,  in  my  message  of  to-day. 

Yours  truly,  E.  A.  Tilpord. 

[Copy.— dabject:  Error  In  traDslatioD  of  meoaage.] 

Standard  Oil  CoMPAirr, 
San  Francisco,  November  S4, 1888. 
W.  H.  Tilpord,  Esq., 

Vice-President  Standard  OQ  Company,  £6  Broadway,  New  York. 

Dear  Sir:  I  am  just  in  receipt  of  your  message  of  even  date  saying  that  yon 
translated  my  message  wrong,  reading  the  rate  that  I  had  offered  the  transconti- 
nental lines  95  cents,  instead  of  90-centB. 

I  think  whoever  translated  my  message  in  your  office  should  be  disciplined,  for 
the  error  will  prove,  I  am  afraid,  quite  expensive  to  us  here.  I  am  afraid  now 
the  damage  is  done  and  I  will  be  unable  to  secure  a  lower  rate  than  95  with  the 
Transcontinental  Association  lines.  I  am  fully  convinced,  however,  if  yon  had 
talked  90  cents  to  Mr.  Stubbs  when  you  saw  him  I  could  have  had  this  rate  pnt 
in  effect.  I  will,  however,  as  you  suggest,  telegraph  Mr.  Stubbs  to-night,  care 
Grand  Pacific  Hotel,  stating  that  when  you  mentioned  95  cents  to  him,  that  the 
same  was  based  on  an  error  in  translating  my  cipher  message,  and  that  I  still  hope 
he  will  advocate  the  90-cent  rate. 

Yours  truly,  E.  A.  Tilpord. 

[Copy  of  telegram.] 

Chicago,  November  BS,  1888. 
E.  A.  Tilpord,  San  Francisco: 

I  told  Hunt  your  dispatch  to  me  read  90,  and  he  must  be  in  error.  He  aft6^ 
wards  confirmed  my  view,  and  at  the  same  time  expressed  himself  as  willing  to 
compromise  on  95. 

J.  C.  Stubbs. 

[Oopy..8abject:  Ofl  rate.] 

[Personal.]  San  Francisoo,  November  t6, 1888. 

W.  H.  Tilpord,  Esq., 

Vice-President  Standard  Oil  Company,  t6  Broadway,  New  York, 

Dear  Sir:  I  am  just  in  receipt  of  the  following  message  from  Mr.  Stubbs: 

"  Chicack),  November  26, 1888. 
"E.  A.  Tilpord,  5anjFVanci«co: 

*'  I  told  Hunt  your  dispatch  to  me  read  90,  and  he  must  be  in  error.  He  after 
wards  confirmed  my  view;  at  the  same  time  expressed  himself  as  willing  to  com- 
promise on  95." 
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I  telegraphed  Mr.  Stnbbe  as  I  wrote  yon  I  would  on  the  24th  instant,  and  the 
above  meesa^  from  him  is  in  reply  to  my  telegram.  Mr.  Stnbbs's  statement  as 
to  yon  agreemg  to  compromise  on  95  cents  does  not  exactly  tally  with  what  yon 
wired  me  under  date  of  the  24th  instant.  (Please  see  yonr  telegram  of  that  date. ) 
Will  yon  please  write  me  (for  cnriosity  sake)  what  are  the  facts  as  to  vonr  inter- 
view with  J.  0.  S.  Of  course  I  understand  before  my  letter  can  reacn  you,  and 
YOU  can  reply,  the  90  or  95  cents  rate  will  be  selected;  but  as  I  would  like  to  know 
for  my  own  satisfaction,  hence  my  requesting  you  to  write  me.  I  will  make  up 
some  sort  of  a  message  to-niffht  to  send  Mr.  Stubbs  in  reply  to  his  of  above  date, 
but,  as  I  state  in  my  Tetter  of  the  24th  instant,  I  believe  now  that  nothing  will  be 
accepted  but  95  cents. 

Tours,  truly,  E.  A.  Tilford. 

[Copy  of  telegnun.] 

Sax  Francisco,  Novenfiber  f 6, 1S88. 

J.  C.  Stubbs, 

Care  Orand  Pae^  Hotel,  Chicago. 

To  quote  Pinafore,  Hunt  evidently  got  those  babies  or  rates  mixed  up.  Lines 
had  better  give  90  a  trial.  If  later  on  there's  possibility  advancing,  you  know  I 
am  always  willing.  Whittier  has  large  lot  clip];)er  oil  now  arriving  and  it  will  be 
bard  for  us  to  meet  this  competition  even  if  our  rate  made  90. 

£.  A.  TiLFOBD. 
[Copy.— Subject;  Freight  rates.] 

[Personal.]  Standard  Oil  Cohpant, 

San  Francisco,  November  28, 1888, 

W.  H.  Tilford,  Uaq.,  26  Broadway,  New  York, 

Dear  Sir:  I  am  just  in  receipt  of  your  dav  message  of  even  date,  saying  that 
Standsurd  Oil  Company,  Cleveland,  and  Standard  Oil  Company,  Pittsburg,  would 
probablv  fill  all  of  mv  orders  by  Saturday  night,  December  22,  and  that  the  new 
rate  of  91.25  per  100  should  go  into  effect  24th  proximo,  etc. ;  contents  of  the  same 
carefully  noted. 

I  have  not  heard  anything  this  week  from  the  transcontinental  roads  which  are 
now  holding  forth  at  Chicago,  as  to  when  they  will  be  ready  with  their  new 
taziffs.  I  wrote  you  some  few  days  a^^  that  the  Atchison,  Topeka  and  Santa  F6 
people  telegraphed  me  from  St.  Louis  that  they  did  not  beheve  the  new  tariff 
womd  go  into  effect  before  the  15th  proximo.  It  looks  to  me  now  as  though  this 
tariff  would  not  be  put  into  effect  before  December  20  to  January  1, 1889.  I  am, 
however,  in  conpuunication  with  the  agents  of  the  different  lines,  who  are  now 
at  Chicago,  and  just  as  soon  as  I  leam  definitely  as  to  the  date  when  the  new 
tarifb  wvl  go  into  effect,  I  will  ^romptlv  telegraph  you.  If  I  find  out  definitely 
that  they  will  be  ready  with  their  tariffs  before  December  22, 1  will  arrange  to 
have  the  present  oil  rates  remain  in  effect  until  the  24th  proximo,  as  you  suggest. 
I  wish,  however,  you  would  impress  upon  Standard  Oil  Company,  Cleveland, 
and  Standi^  Ou  Company,  Pittsburg,  tne  necessity  of  filling  out  all  our  orders 
at  an  early  date  as  possible. 
Yours  truly, 

E.  A.  Tilford. 

[Copy] 
[Personal.]  Office  General  FRSiaHT  AaEmr, 

SOXTTHERN  PACIFIC  COMPANY, 

San  Francisco,  December  3, 1888. 
E.  A.  Tilford, 

President,  Standard  OU  Company,  City, 

Dear  Sir:  I  have  advices  from  Chicago  that  arrangements  for  coal-oil  rates 
have  been  closed,  and  the  new  rates  thereunder  will  probably  so  into  effect  Jan- 
uary 1.  From  Cleveland  and  Pittsburg  90  cents  per  100  poundB,  and  from  New 
YorK  $1  per  100  pounds.  The  basis  of  operation  of  these  rates,  looking  to  the 
conserving  of  your  interests,  is  intended  to  be  communicated  in  recent  advices 
from  Chicago,  of  which  you  are  informed. 

Yours,  truly,  Wm.  Sproule. 
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[Copy  of  telegram.] 

Sax  Fraxciboo,  December  i,  1888, 
W.  H.  TiLFORD,  se  Broadway y  New  York: 

J.  C.  StnbbB  telegraphs  as  follows  from  Chicago:  ''Oil  freight  rates  have  been 
closed.  New  freight  rates  therennder  probably  effective  January  1 .  From  Cleye- 
land  and  Pittsbnrg  90,  from  New  York  $1."  This  message  from  J.  C.  Stabbs 
means  90  for  as  to  stock  np  with,  with  $1.25  in  effect  whenever  we  want.  See  my 
letter  of  this  date. 

£.  A.  TiLFOBD. 
[Copy— Sabject:  Freight  ratee.] 

[Personal.]  Standard  Oil  Company, 

San  FrancUco,  December  4, 1888, 
W.  H.  TiLFORD,  Esq., 

Vice-President y  Standard  OH  Company ^  SS  Broadway ^  New  York, 

Dear  Sir:  I  will  teleg^^h  yon  this  afternoon  as  per  translated  copy  of  mes- 
sage herewith  attached,  which  is  self-explanatory. 

I  herewith  hand  yon  a  copy  of  a  letter  I  have  jnst  received  from  Mr.  Spronle, 
assistant  general  freight  agent  of  the  Sonthem  Pacific  Gompanv,  this  city.  This 
letter  I  interpret  to  mean  tne  90K;ent  rate  is  for  ns  to  stock  np  m>m  time  to  time, 
and  that  the  $1.25  per  100  rate  will  be  in  effect  whenever  we  may  desire.  This 
$1.25  rate  is  what  Mr.  Spronle  refers  to  in  the  latter  portion  of  his  letter,  as  my 
offer  of  90  cents  to  Mr.  stnbbs  was  on  condition  that  ne  has  the  rate  of  $1.'25  put 
in  effect  when  we  might  ask  him.  This  letter  also  reads  as  if  the  90-cent  rate  and 
$1  rate  was  to  be  pnt  in  effect  January  1.  No  donbt  Mr.  Stnbbs  was  unaware 
that  we  were  stocked  np  at  the  present  rate  of  82^. 

The  Transcontinental  Association  adjourned  at  Chicago  vesterday ,  and  I  under- 
stand that  Mr.  Stubbs  is  now  on  his  way  home.  I  will  see  him  on  his  arrival  here, 
and  if  Chairman  Leeds,  of  the  Transcontinental  Association,  has  been  notified  to 
put  the  90-cent  rate  in  effect  January  1, 1  will  have  the  same  corrected  by  wire 
and  the  $1.25  rate  put  in.  As  soon  as  Mr.  Stubbs  reaches  home  I  will  telegn^ 
you  whether  it  is  intended  that  the  90-cent  rate  should  be  put  in  effect  January  1 
or  the  $1.25. 

Yours,  truly, 

E.  A.  TlLFOED. 

(Inclosed  2.) 

[Copy— Subject:    Tranflcontinental    ABSOciatioii  freight  rates  from  Chica^.    IT.  P.  cut  to 

Denver.] 

[Personal.]  Standard  On*  Company, 

San  Francisco  y  December  5, 1888. 
W.  H.  Tilford,  Esq., 

Vice-President  Standard  Oil  Company ^  £6  Broadway,  New  York. 

Dear  Sir:  I  am  just  in  receipt  of  your  2  dispatches  of  yesterday  bearing  on  tiie 
subject  at  the  head  of  this  letter — contents  of  the  same  carefully  noted.  I  here- 
with hand  you  translated  copy  of  my  reply,  which  is  self-explanatory.  I  hardly 
think  the  newBpax)er  reports  that  the  Transcontinental  Association  will  allow  dif- 
ferentials in  favor  of  Chicago  to  such  an  extent  that  the  local  rate  from  Lima  and 
the  oil  regions  to  Chicago,  added  to  the  rate  from  that  point,  would  be  less  than 
the  through  rate  from  Cleveland  to  the  Pacific  coast  on  petroleum  and  its  products. 

My  telegram  and  letters  to  you  of  yesterday  in  which  I  inclose  you  a  copy  of 
the  letter  from  Mr.  William  Sproule,  assistant  general  freight  agent  of  the  South- 
em  Pacific  Company,  of  this  city,  ^ving  the  substance  or  the  telegram  that  he 
had  received  from  Mr.  Stubbs  at  Chicago,  names  the  rates  on  petroleum  from 
Cleveland,  Pittsburg,  and  New  York. 

I  exx)ect  (without  knowing)  that  the  rates  from  the  oil  regions  and  Lima  will 
be  the  same  as  from  Cleveland  and  Pittsburg  to  the  Pacific  coast.  Just  as  soon 
as  I  see  Mr.  Stubbs  I  will  advise  you  what  other  points— other  than  Cleveland 
and  Pittsburg — the  90-cent  rate  will  applv.  If  there  is  any  truth  in  the  news- 
paper report  which  you  refer  to,  about  the  local  rate  added  to  the  Chicago  making 
a  less  rate  than  the  through,  I  will  have  the  same  duly  corrected  without  delay 
and  promptly  notify  you. 

I  will  not  telegraph  the  Union  Pacific  people  regarding  the  cut  rate  into  Denver, 
as  your  second  dispatch  states  the  rates  will  be  restored  on  Saturday  night  next. 
Yours,  truly, 

E.  A.  TiLPOBD. 
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[Copy  of  telegram  sent  to  J.  O.  Stnbbe  through  William  Sproule.] 

San  Francisco,  December  6, 1888, 
J.  C.  Stubbs,  Chicago  : 

If  it  is  not  already  agreed  upon  that  the  $1.25  rate  is  to  go  into  effect  January  1, 
on  petrolemn  and  its  products  from  Cleveland  and  Pittsburg  to  the  Pacific  coast, 
will  ^ou  kindly  telegraph  Chairman  Leeds  to  put  this  rate  in  effect  on  the  day 
mentioned.    Please  answer. 

E.  A.  TiLFORD. 
[Copy  of  telegram.] 

San  Francisco,  December  6*,  1888. 
W.  H.  TiiiFORD,  £6  Broadway,  New  York: 

J.  C.  Stubbs  reaches  Windsor  Hotel,  New  York,  to-morrow  morning.  I  have 
telegraphed  him,  if  it  is  not  already  agreed  upon,  to  arrange  to  have  $1.25  rate  put 
in  effect  January  1 ,  requesting  answer.  I  telegraphed  this  to  J.  C.  Stubbs  fearing 
might  be  some  misunderstanding  and  90  rate  put  in.  Dispatch  received.  I  have 
telegraphed  Union  Pacific  Bailway. 

.E.  A.  TiLPORD. 
[Copy— Subject:  Freight  rate.] 

[Personal.]  Standard  Oil  Company, 

San  FrandscOj  December  6,  1888, 
W.  H.  TiLPORD,  Esq., 

Vice-President  Standard  Oil  Company,  26  Broadway,  New  York, 

Dear  Sir:  I  will  telegraph  you  this  afternoon  as  per  translated  copy  of  my 
message  herewith  attached.  I  telegraphed  Mr.  Stubbs  to-day  through  his  office 
here  (Southern  Pacific  Company)  as  follows:  **If  it  is  not  ahready  agreed  upon 
that  ijie  $1.25  rate  is  to  go  into  effect  January  1  on  i)etroleum  and  its  products 
from  Cleveland  and  Pittsburg  to  Pacific  coast,  will  you  kindly  telegraph  Chair- 
man Leeds  to  put  this  rate  into  effect  on  the  date  mentioned.  Please  answer." 
I  wrote  you  on  the  4th  instant,  subject,  **  Freight  rates,"  giving  particulars  as  to 
the  freight  situation  up  to  that  date.  Kindly  see  my  letter  of  above  date.  I  was 
a  little  bit  fearful  there  might  be  some  misunderstanding  and  the  90-cent  rate 
put  into  effect  January  1  instead  of  the  $1.25;  hence  my  reason  for  telegraph- 
mg  Mr.  Stubbs  to-day,  as  outlined  above.  When  I  wrote  you  on  the  4th  instant 
I  was  under  the  impression  that  Mr.  Stubbs  was  on  his  way  to  San  Francisco, 
but  to-day  I  learn  that  he  will  reach  New  York  to-morrow.  I  will  duly  advise 
you  of  the  reply  that  I  receive  from  Mr.  Stubbs  in  answer  to  my  to-dajr's  telegram. 
My  reason  for  telegraphing  you  Mr.  Stubbs  is  in  New  York  was  thinking  possibly 
that  you  might  wish  to  see  him  and  discuss  our  freight  situation,  and  in  order  to 
have  you  do  so  "intelligently  I  desire  to  keep  you  posted  as  to  what  was  passed 
between  Mr.  Stubbs  and  myself  by  telegraph.  Up  to  date  I  have  repeated  to  you 
in  substance  everything  that  has  passea  between  Mr.  Stubbs  and  myself  since  the 
Transcontinent^  Association  has  had  their  last  meeting  East. 
Yours,  truly, 

E.  A.   TiLPORD. 

[Copy.] 

[Personal.]  Southern  Pacific  Company, 

Office  of  General  Freight  Agent, 

San  Francisco,  December  8, 1888, 
Mr.  E.  A.  TiLFORD, 

President  Standard  OH  Company,  City, 

Dear  Sir:  I  beg  to  inform  you  that  I  am  in  receipt  of  advice  that  on  January  1 
the  rate  on  i)etroleum  oil  and  its  products  will  be  to  $1.25  per  100  i)Ounds  on  car- 
load shipments  from  agreed  Eastern  points. 

Yours,  truly,  Wm.  Sproule. 

[Copy  of  telegram.] 

W.  H.  TiLFORD,  26  Broadway,  New  York, 
J.  C.  Stubbs  telegraphs  me  that  oil  rate  will  be  $1.25  January  1. 

E.  A.  TiLFORD. 
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[Oopy.l 
[Personal.]  Stakdabd  Oil  Compant, 

San  Franci9C0t  December  8, 1888, 
W.  H.  TmoRD,  Esq., 

Vice-President  Standard  OQ  Company,  £6  Broadway,  New  York. 

Dear  Sir:  I  will  telegraph  jroa  this  a^ftemoon  as  per  translated  copy  of  my 
message  herewith  attached,  which  is  self-enlanatory. 

I  wrote  yon  on  the  6th  instant,  subject,  "  Freight  rate.*'  In  my  letter  of  above 
date  I  give  yon  verbatim  my  telegram  that  I  sent  to  Mr.  Stnbbe  in  New  York. 
I  herewith  hand  yon  copy  of  a  letter  that  I  have  received  from  Mr.  WiUiam 
Sprotde,  assistant  general  freight  agent  Southern  Pacific  Company,  this  ci^. 
Tnis  letter  of  Mr.  Sproule*s  is  quoting  in  substance  a  telegram  from  Mr.  Stabbs 
in  answer  to  my  message  to  him  of  the  6th  instant. 

I  think  we  have  managed  this  freight  business  pretty  well  from  this  long  dis- 
tance, especiaUy  when  you  think  tiiat  we  have  secured  the  90  cents  rate  with 
which  to  stock  upon  from  time  to  time,  and  after  some  misunderstanding  as  to  a 
compromise. 

Yours,  truly,  E.  A.  Tilpobd. 

[Copy— Subject:  Oorrespondeinoe  with  Mr.  Stubbs.] 

[Personal.]  Standard  Oil  GoMPAmr, 

San  Franei900,  December  8, 1888, 
W.  H.  TiLFORD,  Esq., 

Vice-President  Standard  Oil  Company  y  iS  Broadway,  New  York. 

Dear  Sir:  In  looking  over  my  telesrams  and  letters  to  Mr.  Stubbs,  regarding 
the  petroleum  and  its  products  rate,  also  my  correspondence  to  you  on  tms  sub- 
ject, I  find  on  the  27th  ultimo  I  wrote  you,  subject,  *'oil  rate"  (please  refer  to 
this  letter) ,  wherein  I  quoted  a  dispatch  that  I  had  received  from  Mr.  Stubbs.  I 
also  stated  in  this  letter  that  I  would  make  up  some  sort  of  message  to  send  to  Mr. 
Stubbs  in  answer  to  his  from  Chicago,  November  26.  I  do  not  tnink  that  I  sent 
you  a  copy  of  the  message  refeired  to,  which  telegram  was  as  follows: 

**  November  26, 1888. 
**J.  C.  Stubbs, 

**  Care  Grand  Pacijlc  Hotel,  Chicago: 

' '  To  quote  Pinafore,  Hunt  evidently  got  those  babies,  or  rates,  mixed  up.  Lines 
had  better  give  90  a  trial.  If  later  on  there's  possibiUty  advancing,  you  know  I 
am  always  willing.  Whittier  has  large  lot  Clipper  oil  and  it  will  oe  hard  for  us 
to  meet  this  competition  even  if  our  rate  made  90." 

As  this  freight-rate  question  is  now  settled,  and  I  want  ^ou  to  know  just  ezactiy 
what  has  passed  between  Mr.  Stubbs  and  myself,  I  believe  with  the  above  dis- 
patch you  now  have  the  full  data  up  to  date  on  this  subject. 

Yours,  truly,  E.  A.  Tilford. 

[Copy  of  telegram.] 

San  Francibcx),  December  11, 1888. 
W.  H.  TiLPORD,  26  Broadway,  New  York : 

Assistant  general  freight  asent  Union  Pacific  Railway  just  arrived  here.  He 
says  practically  rates  from  Chicago  99  per  cent  of  New  York  rate.  This  answers 
your  telegram,  4th.  Lead  rate  will  be  January  1,  $1.06  from  St.  Louis;  linseed 
90  from  Missouri  River.    We  have  stocks  both  sufficient  to  last  next  4  months. 

E.  A.  TiLPORD. 

This  is  since  the  interstate-commerce  act  and  shows  that  the  roads  allow  the 
Standard  Oil  Trust  to  stock  up  on  low  rates  without  the  general  public  knowing 
anything  about  it. 

Q.  (By  Mr.  Phillips.)  How  do  you  explain  that,  in  view  of  the  letters  that 
were  read  by  Mr.  Archbold  before  this  commission  stating  that  there  had  not 
been  discriminating  rates  given  since  the  interstate-commerce  law  went  into 
effect?— A.  I  do  not  believe  those  letters  at  all.  My  experience  with  railroad  men 
has  been  such  that  I  have  a  very  low  opinion  of  them. 

HOW  WERE  THESE  TELEQRAMS  OBTAINED? 

Q.  (By  Mr.  Jbnks.  )  Do  you  know  where  this  pax)er  secured  copies  of  these  tele- 
grams?—A.  This  Mr.  Bissell  came  to  the  Interstate  Conmierce  Ck>mmi8sion  and 
also  corresponded  with  me.    Mr.  Bissell  wanted  me  to  go  in  with  him  to  proee- 
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cnte  this  matter  before  the  Interstate  Ck>miniB8iQn,  and  I  would  not  be  surprised 
if  the  Interstate  Commerce  Commission  had  got  copies  of  all  these.  * 

Q.  Bnt  yon  do  not  know  where  the  paper  itself  secured  the  "opies? — ^A.  At  Chi- 
ci^o;  that  is  a  Chicago  paper. 

Q.  Where  did  thev  get  copies  of  these  telegrams?— A.  I  think  they  got  them 
from  Bissell  himself. 

Q.  Who  is  Mr.  Bissell,  and  how  did  he  get  them? — ^A.  He  is  one  of  the  officers 
of-  this  railroad;  W.  A.  Bissell,  St.  Lonis.  He  was  general  freight  agent  of  the 
Atlantic  and  Pacific  Railroad,  one  of  the  through  lines.  I  think  Bissell  was  dis- 
charged, and  it  strikes  me  he  became  an  employee  of  the  Standard  Oil  Company 
afterwards;  that  is  my  impression.  I  am  not  positive  about  that,  but  he  was  titie 
man  that  exposed  all  this. 

Q.  Of  course  these  telegrams  are  of  a  private  character  between  officials 
of  the  Standard  OH  Company,  and  it  is  quite  sin&pilar  that  they  should  fall  into 
the  hands  of  Mr.  Bissell. — ^A.  Mr.  Bissell  was  discharged,  either  discharged  from 
the  railroad  or  the  Standard  Oil  Company,  or  he  left  them;  that  is  the  way  they 
got  out. 

Q.  So  you  think  there  is  no  question  at  all  as  to  the  trustworthiness  of  these? — 
A.  tTo  question,  not  at  all;  and  1  would  not  be  surprised  if  the  copies  of  these 
were  with  the  Intetstate  Commerce  Commission,  because  I  know  he  corresponded 
with  them. 

''COMMISSIONS''  ON  FREIGHT. 

Now,  they  have  ^t  up  a  new  phrase;  that  is,  comparatively  new;  within  5  or  10 
years  may  be ,  but  since  the  general  rebate  exposures  came  out.  They  have  adopted 
the  new  phrase  *  *  commission , "  a  per  cent  off.  The  railroads  say  they  can  pay  wnat- 
ever  commission  they  please;  that  is,  they  can  pay  10,  25,  or  50  "per  cent  on  a  shii>- 
ment,  you  know,  and  then  go  on  the  stand  ana  say  they  are  not  passing  rebates. 
They  hiave  adopted  that  name  ''  commission  "  instead  of  rebate;  a  new  order  of 
things,  that  is  all,  to  whip  the  devil  around  the  stump. 

Q.  (By  Senator  Kyle.)  Paying  commissions  for  freight? — ^A.  Yes;  for  instance, 
if  you  are  shipping  $50,000  or  $100,000  worth  of  goods  in  a  certain  length  of  time 
they  will  take  off  50  or  75  per  cent  instead  of  making  a  rebate. 

Q.  Paid  as  a  bonus  to  get  trade  ? — A.  Yes.  Here  is  the  point:  These  large  shii>- 
pers  send  an  agent  to  a  railroad  and  say  to  them,  '*■  Now,  I  think  I  can  ^et  that 
man*s  business,  amounting  to  so  much,  provided  you  can  pay  him  a  certain  com- 
mission.*' Well,  "  How  much  do  you  want  ?  "  That  is  finally  arranged  about  the 
•per  cent;  it  is  done  through  this  intermediary,  mav  be,  although  1  do  not  know 
that  the  Standard  Oil  Trust  has  to  do  anytMng  of  that  kind.  I  think  they  ^o 
direct  to  the  headquarters  of  the  road  and  make  their  own  commission.  Iiieir 
own  men  are  officers  and  trustees  and  fix  all  that  easy  enough.^ 

Q.  (By  Mr.  Clarke.)  Have  you  any  correspondence  or  documents  of  any  kind 
to  prove  that  use  of  the  word  *'  commission  ?  " — ^A.  No;  I  do  not  know  that  I  have. 
I  lubve  not  any  at  hand  here. 

Q.  How  do  you  know,  then,  that  is  their  present  method  ? — ^A.  I  know  that  from 
general  information  that  I  have  had  on  the  subject. 

Q.  (Bv  Mr.  Smyth.)  Have  you  ever  asked  for  a  commission ?— A.  No,  sir. 

Q.  It  has  never  been  refused  you? — ^A.  I  have  never  asked  for  it,  and  of  course 
it  has  never  been  refused. 

Q.  Do  you  suppose  it  would  be  refused? — ^A.  Why,  certainly.  They  would  say 
at  once,  we  are  not  giving  rebates,  are  not  giving  any  discriminations  or  giving 
commissions  to  anybody. 

Q.  Do  you  think  that  is  done  in  other  lines  of  business  than  the  oil  business? — 
A.  Oh,  yes;  only  I  think  the  discriminations  in  the  oil  business  are  much  greater. 
I  think  that  almost  all  these  trusts  and  combinations  are  formed  upon  these  lines; 
and  then  they  go  to  a  railroad  and  say, ''  We  have  got  so  much  freight  to  carry. 
What  will  you  take  it  for?  and  if  you  do  not  want  it  we  will  give  it  to  some  other 
railroad."  They  will  fix  up  a  rate  and  say,  **  We  will  give  you  so  much  freight 
within  a  certain  length  of  time."  These  larg^e  shippers  figure  all  these  things 
out.    They  know  just  what  a  road  can  take  freight  for  and  make  a  small  margin. 

3.  You  have  no  proof  of  that? — ^A.  No;  I  have  no  proof  of  that. 
.  But  you  think  it  is  so? — A.  I  do.    I  should  sav  with  all  these  g^ss  freight 
discriminations  that  I  have  exposed  here  they  would  do  almost  anythmg  to  accom- 
plish their  end,  when  it  is  right  against  the  law.    It  is  $5,000  fine  and  2  years  in 
the  penitentiary  for  each  and  every  offense  of  freight  discrimination,  but  what 

>  See  Mr.  Plage,  pp.  768-770. 


728  HEABIN08  BEFOBB  THB  INDUSTBI^L  COMHIBSION. 

does  it  amonnt  to?  It  does  not  amount  to  anything.  It  doesnt  deter  any  of  these 
men  from  freight  discrimination,  not  a  bit. 

Q.  Do  you  mean  ns  to  understand  that  it  is  owing  to  the  hostility  of  the 
Standard  Oil  Company  to  you  personally  that  these  commissions  are  not  mmted 
to  you?  Do  you  tnink  they  are  grantea  in  other  lines  of  business?— A.  Oh,  yes; 
certainly  they  are;  and  the  letters  of  Receivers  Cowen  and  Murray  are  the  best 
evidence  I  know  of.  They  themselves  say  and  admit  in  that  letter  to  the  Inter- 
state Commission  that  ttiey  themselves  are  criminally  violating  the  interstate- 
commerce  law,  and  after  January,  1809, "  we  are  going  to  observe  tariff  ratesf  and 
they  say  further,  *'  If  we  find  an^  of  our  neighbors  violating  the  law  we  will  com- 
plam  to  you  and  we  hope  you  will  use  your  best  efforts  to  compel  them  to  come 
to  time.**  They  write  a  letter  and  admit  that  they  are  criminally  violating  the 
law,  and  thej  are  the  receivers  of  a  railroad  under  protection  of  the  United  States 
court.  My  idea  of  it  is  that  they  thought  that  the  other  roads  were  giving  a  big- 
ger commission  and  better  rebates  tnan  they,  and  they  were  not  getting  their 
share,  and  they  just  thought  they  would  come  out  and  expose  them.* 

Q.  Your  complaint  is  that  they  would  not  give  jrou  any?— A.  My  complaint  is 
against  freight  discrimination;  that  the  small  shipx)er  can  not  do  any  busixiees 
to-day  because  of  rebates  and  freight  discriminations.  .It  is  the  greatest  evil  of 
the  day,  and  it  is  in  gross  violation  of  the  law.  We  haveplenty  of  laws  but  they 
are  not  executed;  one  man  stops  the  whole  business.  The  Federal  antitrast  act 
has  all  the  elements  in  it  to  protect  the  people,  but  it  is  not  enforced.  It  is  not 
worth  that  [snapping  his  fingers] . 

THE  ATTOBNET-GBNERAL  SAID  NOT  TO  ENFORCE  THB  LAW. 

Q.  (By  Representative  Livinqston.)  Please  explain  why  the  antitrust  act  is 
not  executed. — ^A.  Because  the  Attomey-C^eneral  does  not  enforce  it  as  he  on^t 
to  enforce  it. 

Q.  Can  it  not  be  enforced  in  the  States  independent  of  the  Attorney-General?— 
A.  No.  The  act  says  that  it  must  be  done  through  the  Attomey-G^eneral  of  the 
United  States  and  ms  deputies.  You  know  he  has  about  T5  deputies  under  him. 
I  will  just  read  section  4: 

**Sec.  4.  The  several  circuit  courts  of  the  United  States  are  hereby  invested 
with  jurisdiction  to  prevent  and  restrain  violations  of  this  act;  and  it  shall  be  the 
duty  of  the  several  district  attorneys  of  the  United  States,  in  their  respective  dis- 
tricts, under  the  direction  of  the  Attomey-Gteneral,  to  institute  proceedings  in 
equity  to  prevent  and  restrain  such  violations.  Such  proceedings  mav  be  by  way 
or  petition  setting  forth  the  case  and  praying  that  such  violation  shall  be  enjoined 
or  otherwise  prohibited.  When  the  parties  complained  of  shall  have  been  duly 
notified  of  such  petition  the  court  shall  proceed,  as  soon  as  mav  be,  to  the  hearing 
and  determination  of  the  case;  and  penoing  such  petition  and  before  final  decree, 
the  court  mav  at  any  time  make  such  temporary  restraining  order  or  prohibi- 
tion as  shall  be  deemed  just  in  the  premises." 

Q.  Has  there  been  any  effort  made  in  your  State  to  enforce  that  by  any  one 
of  those  solicitors? — A.  I  do  not  know.  I  have  had  correspondence  with  the 
Attomey-Gheneral  of  the  United  States  myself  in  regard  to  proceedings  against 
the  Standard  Oil  Trust,  but  he  doesn't  act.    I  wrote  him  a  year  ago. 

Q.  Have  you  that  correspondence? — ^A.  No,  I  haven't  it  with  me;  but  that 
is  the  great  trouble  with  the  whole  business.  If  this  antitrust  act  which  was 
passed  had  been  immediately  enforced,  I  do  not  think  there  would  have  been  tins 
epidemic  of  trusts  we  have  to-day,  because  they  can  enjoin  and  prohibit  and 
confiscate  their  goods.    I  will  just  read  that  part  of  it: 

"  Sec.  6.  Any  property  owned  under  any  contract  or  by  any  combination  or 
pursuant  to  any  conspiracy  (and  being  the  subject  thereof)  mentioned  in  section 
1  of  this  act,  and  being  in  the  course  of  transportation  from  one  State  to  another 
or  to  a  foreign  country,  shall  be  forfeited  to  tne  United  States  and  may  be  seized 
and  condemned  by  like  proceedings  as  those  provided  by  law  for  the  forfeiture, 
seizure,  and  condemnation  of  property  imported  into  the  United  States  contrary 
to  law." 

They  can  enjoin.  Suppose  all  these  75  attorneys  were  under  orders  from  the 
Attorney-General  of  the  United  States  to  proceed  against  everyone,  it  wonld 
make  a  great  difference.  But  of  course  it  would  not  amount  to  anything  nnleas 
you  get  some  of  them  in  state  prison — fines  with  them  don't  amount  to  anything. 

Q.  (By  Mr.  Jenks.)  Do  I  understand  you  to  say  that  in  your  correspondence 
with  the  Attorney-General  the  Attorney-General  declined  to  enforce  the  law?— A. 
He  made  excuses  from  one  thing  to  another;  that  he  hadnt  the  time  to  look  into 
it,  and  the  Assistant  Attorney-Generi  had  gone  to  £uroi>e  and  hadn't  got  hack. 

>  For  the  letter  referred  to,  see  p.  837.    Bee  also  Mr.  Pftge,  p.  770. 
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Senator  Kyle.  I  think  it  woold  be  better  to  have  a  copj  of  the  correspondence 
famished,  if  yon  can  fnmiBh  it,  inasmuch  as  an  implication  has  been  made  that 
he  in  a  sense  has  pnt  yon  off. 

Q.  (By  Mr.  Jenks.  )  Will  yon  be  kind  enough  to  fnmish  the  commission  a  copy 
of  the  correspondence  with  the  Attomey-G^eneral? — ^A.  Tes,  I  can. 

Mr.  Jbnks.  If  yon  please.* 

THE  INTEBSTATB  COMMERCE  COMMISSION  DOES  NOT  DECIDE. 

Q.  (By  Representative  LiviNQSTON.)  Yon  said  awhile  ago  that  discriminations 
on  this  transcontinental  line  weie  prevalent  and  constant.  Have  you  made  any 
effort  with  the  Interstate  Commerce  Commission  to  have  that  stopped? — A.  I  have 
in  a  few  of  my  own  cases  here.  Eight  or  10  years  ago  I  made  complaint — and  the 
cases  have  all  been  held  up  and  have  been  decided,  particJly  decided — and  they  do 
not  amount  to  anything.  I  have  brought  suits  agamst  the  transcontinental  lines, 
with  notifications  to  150  lines  that  they  should  apnear  and  answer;  and  I  proved 
all  these  gross  freight  discriminations,  and  I  believe  they  are  going  on  just  as 
much  to-day  as  ever.* 

Q.  What  does  the  Interstate  Commission  say  about  it? — ^A.  They  do  not  decide 
my  cases;  they  do  not  decide  this  gross  freight  discrimination. 

Q.  Do  they  give  you  any  reason  why  they  do  not  decide  them?  Have  you  any 
correspondence  here  that  will  show  that? — A.  Yes,  here  is  the  decision  of  this 
case. 

Q.  (By  Mr.  Phillips.)  When  was  that  decision  rendered?— A.  April  9,  1892. 
They  were  brought  in  March,  1889,  and  April  36, 1889.  They  did  not  decide  them 
until  April  9, 1892,  and  then  they  only  partially  decided  them,  and  left  them  all 
oi>en  for  additional  evidence. 

Q.  (By  Representative  Livingston.)  Additional  evidence  on* which  side?— A. 
And  of  course  it  so  disgusted  me  that  I  would  not  have  anything  more  to  do  with 
it;  I  wotdd  not  take  any  more  evidence.  I  had  spent  a  lot  of  money,  and  I  had  a 
first-class  lawyer,  one  of  the  finest  in  the  United  States,  and  a  railroad  man,  to 
see  to  the  cases,  and  proved  all  that  I  charged,  and  then  they  hung  them  up. 

CONDITION  OP  INDEPENDENT  REFINEBS. 

Q.  (By  Mr.  Smyth.)  You  are  a  producer  of  oil  as  well  as  a  refiner? — A.  No,  I 
have  not  refined  any  oil  since  May,  1896. 

Q.  Does  this  persecution  on  the  part  of  the  Standard  Cil  Company  apply  to  your 
business  as  a  producer  of  oil? — ^A.  No,  1  do  not  supi)08e  it  does,  because  1  get  the 
same  price  per  barrel  as  anybody  else. 
They  Duy  your  crude  oil? — A.  Yes. 
It  is  only  your  business  as  a  refiner? — ^A.  Yes. 

Have  you  been  forced  to  discontinue  your  business  of  refining? — ^A.  Yes,  I 
have  been  forced  to  discontinue  refining  owing  to  freight  disciimination. 

Q.  And  your  refinery  is  idle?— A.  Yes,  idle  and  rottiUR  down.  I  have  not  run 
it  since  1896.  It  is  useless  for  anybody  to  tiy  to  build  a  new  refinery  against 
these  odds.  That  would  be  suicidal.  Even  if  I  had  $1,000,000  or  $5,000,000  I 
would  not  "  buck  "  against  them. 

Q.  (By  Representative  Livingston.)  Did  they  offer  to  buy  your  refinery?— A. 
At  one  tune  we  had  some  negotiations,  but  not  latterly. 

Q.  Why  did  not  you  sell  to  them?— A.  Well,  they  did  not  want  to  pay  me  what 
I  thought  it  was  worth,  and  I  did  not  sell  to  them. 

Q.  You  either  had  to  take  what  they  offered  or  quit?— A.  Yes;  and  since  that 
timie  they  have  been  charging  me  as  a  blackmailer  because  I  did  not  take  what 
they  thought  it  was  worth. 

(By  Mr.  Smyth.)  But  there  is  no  obstacle  in  your  way  as  a  producer  of  oil? — 


..No. 


Q.  (By  Mr.  Kennedy.)  Are  there  any  refineries  in  Ohio  independent  of  the 
Standard  Oil  Company? — A.  Yes;  Sconeld,  Shurmer  &  Teagle  have  one  at 
Cleveland. 

Q.  Do  they  refine  the  Lima  oil? — ^A.  I  do  not  know  that;  I  am  not  sure  about 
that. 

Q.  Do  you  know  whether  they  are  doing  business  at  a  profit  or  not? — A.  No;  I 
do  not. 

Q.  How  long  have  they  been  in  business?— A.  They  have  been  in  business  a 
good  many  years;  I  do  not  know  whether  they  were  doin^  it  at  a  profit,  but  on 
general  principles  I  think  there  is  hardly  any  refinery  makmg  money. 

Q.  They  have  a  large  refinery?— A.  Yes;  pretty  good  size. 


1  Filed  with  the  Commission.  *  See  p.  715. 
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authority  is  broad  enough, 
do.    The  whole  trouble  is  because  the  officiabi  whose  duty  it  is  to  execute  the  law 
don*t  do  it. 

Q.  Why  do  they  not  do  it?— A.  That  is  what  is  the  matter— why  don't  they  do 
it?    That  I  can  not  answer. 

Q.  Is  it  political,  pecuniary,  or  what  is  the  trouble?— A.  I  think  the  trusts  and 
combinations  have  uieir  powerful  influences. 

Q.  Do  you  mean  in  a  pecuniary  or  political  way,  or  both? — ^A.  I  think  they  haye 
it  politicaUv. 

Q.  (By  Mr.  Farquhar.)  Do  you  not  think  there  is  a  remedy  in  the  Sherman 
antitrust  act  for  all  of  these  troubles  that  have  come  upon  you?— A.  Tes:  cer- 
tainly I  do. 

,  Q.  You  think  the  law  is  sufficient? — A.  Certainly.  All  the  trusts  and  combi- 
nations could  have  been  destroyed  if  the  Sherman  Act  had  been  executed  in  its 
earher  days. 

Q.  ( By  Mr.  A.  L.  Harris.  )  You  know  the  Knight  case  was  decided  many  yean 
ago? — ^A.  That  was  before  the  Sherman  Act. 

Q.  (By  Representative  Livingston.  )  Do  you  mean  to  say  that  you  have  no  new 
suggestions  or  recommendations  to  give  to  the  commission  by  which  we  can  amend 
that  law  or  bring  into  life  a  new  law  by  which  these  trusts  and  combinations  can 
be  controlled? — A.  I  do  not  think  any  amendment  to  any  law  that  vou  have  got 
will  do  any  g[ood;  I  believe  in  Gk>vemment  ownership  of  railroads.  I  do  not 
believe  there  is  any  other  way  that  you  can  get  out  of  that  trouble.  We  have 
had  12  years'  trial  of  t^e  interstateK^ommerce  act  and  9  years  of  the  Federal  anti- 
trust act,  and  have  not  reached  it. 

Q.  (By  Mr.  Phillips.)  Provided  the  Government  did  own  the  railroads  and 
there  was  absolutely  no  discrimination  in  freights,  could  you  refine  and  market 
oil  in  this  country? — ^A.  I  think  I  could,  but  I  can  not  do  it  now.  Of  course  I 
could  not  do  it  so  well  as  I  could  before  this  epidemic  of  combinations  came  on 
several  years  ago,  before  these  mammoth  combinations  got  up.  Now  they  come 
in  and  cut  prices  right  where  you  sell  and  freeze  you  out. 

S.  If  I  understand  you,  any  large  combination  can  follow  up  the  small  operator 
get  the  markets? — ^A.  Yes. 
Q.  And  absolntelv  destroy  him? — A.  Yes. 

Q.  If  there  was  absolutely  no  discrimination? — A.  Yes,  they  could  do  even  that 
without  any  discrimination  and  do  it  by  these  ill-gotten  gains  that  they  have 
secured  in  tne  past. 

ONLY  DIRBOT  LEGAL  ACTION  CAN  DBBTROT  THB  COMBINATIONS. 

Q.  (By  Representative  LrviNGSTON.)  Thenownership  of  railroads  would  do  no 
good  unless  tne  other  remedy  came  with  it? — ^A.  What? 

Q.  The  destruction  of  the  combinations?— A.  Yes,  that  would  help,  you  know, 
to  destroy  them.  Of  course,  I  do  not  see  any  other  way  of  destroying  these  com- 
binations, excepting  that  the  attorneys-general  of  the  various  States  forfeit  their 
charters. 

Q.  (By  Mr.  Clarke.)  Do  we  have  any  power  against  combinations  of  foreign 
countries? — A.  I  do  not  know  why  we  have  not. 

^.  Would  you  repeal  the  protective  tariff? — ^A.  I  would  repeal  the  protective 
tariff  wherever  it  affects  any  trust  or  combination. 

Q.  WeU,  suppose  a  trust  or  combination  was  formed  in  a  foreign  country  upon 
•some  article  or  line  of  merchandise  that  gives  them  an  opportunity  to  operate 
against  similar  productions  in  this  country  as  strongly  as  any  combination  does 
here.  Wouldn't  you  need  a  protective  tariff  to  protect  you  against  that?— A.  I 
believe  in  a  protective  tariff  to  a  certain  extent,  to  the  protection  of  home  indus- 
tries. 

Q.  (By  Representative  Livingston.)  Provided  it  is  an  individual  industry?— 
A.  Yes,  I  say  to  protect  the  individual  more  than  the  trust.  The  trouble  is  that 
the  trusts  and  combinations  are  getting  idl  the  protection,  and  the  people  and 
smaller  fellows  do  not  seem  to  get  it. 

(Reading: )  ''  The  Chicago,  Rock  Island  and  Pacific  Railway,  in  which  two  tms- 
tees  of  the  Standard  Oil  Trust,  Henry  M.  Flagler  and  Benjamin  Brewster,  were 
directors,  issued  on  June  18, 1891,  a  *  special  tariff,*  inoluding  all  connecting  lines, 


STANDABD   OIL  COMBINATIONS: — BICE.  731 

in  which  petrolenm  and  its  products  from  Whiting,  Ind.,  are  made  at  Chicago 

rates  as  follows: 
'* '  Oorrent  Chicago  rates  as  published  in  various  issues  of  this  company.' " 
(No  doubt  practically  in  effect  to-day  without  a  published  tariff.) 
'*The  Standard  Oil  Trust  have  at  Whiting,  Ind.,  suburb  of  Chicago,  on  the 

Lake  Shore,  the  largest  petroleum  refining  plant  in  the  world. 

"FREiaHTDISCBIMINATION  OF  UO  FEB  GENT  IN  1887,  IN  FAVOBOF  THE  STANDABD 

OIL  TBUST/' 

Now,  here  is  something  in  1897;  that  is  pretty  late  discrimination.  Mr.  Archbold 
says  you  have  not  had  any  since  1887.    This  is  up  to  1897. 

(Reading:)  *'  In  1897  the  New  York,  New  Haven  and  Hartford  Railroad  Com- 
nany ,  in  which  William  Rockefeller  is  a  director,  discriminated  in  freight  rates  in 
favor  of  the  Standard  Oil  Trust  to  the  extent  of  110  per  cent,  by  which  2  cars  of 
naphtha,  containing  100,986  pounds,  was  carried  at  48,000  pounds,  or  2  carloads 
for  one,  applicable  to  all  Standard  shipments,  this  beingaccidentally  discovered."  ^ 

Q.  (By  Mr.  Jbnks.)  Where  was  that  proved?— A.  Why,  it  was  before  the  Inter- 
state Commerce  Commission,  and  I  have  got  here  letters  from  Mr,  Cobum  in  regard 
to  it,  the  Liberty  Oil  Company. 

Q.  What  did  the  Interstate  Commerce  Commission  decide?— A.  They  have  not 
made  any  decision  yet.  I  have  extracts  of  the  testimony — ^I  do  not  know  but  I  had 
better  read  them— published  in  the  Springfield  Republican  of  March  18, 1898,  of 
different  officers  of  the  railroad  in  regard  to  it. 

Q.  Perhaps  you  had  better  file  this  with  us  so  that  we  will  have  it  on  file  here? — 
A.  1  will  read  a  letter  here. 

Q.  You  might  read  the  letter  and  we  will  take  references  to  the  Interstate  Com- 
merce bearing? — ^A.  This  is  a  letter  from  the  Liberty  Oil  Company,  which  refers 
to  some  of  the  matters. 

(Reading:) 

^'Cheusea,  Mass.,  December  16,  1897, 
"  Mr.  George  Rice,  Astor  House,  New  York,  N,  F. 

**  Dbab  Sm:  Your  esteemed  favor  of  the  14th  instant  at  hand,  and  your  kind 
feeling  toward  us  in  our  fight  with  the  Standard  Oil  Company  we  certainly  appre- 
ciate. We  are  still  having  a  very  hard  fight  with  the  Standard  Oil  people  here 
in  our  tank  wagon  business,  but  up  to  the  present  time  we  *  hold  the  fort.' " 

But  I  was  going  to  say  right  here  that  I  have  seen  the  original  waybills  of  these; 
Mr.  Marchand  of  the  Interstate  Commerce  Commission  snowed  me  the  original 
waybills  showing  this. 

Q.  (B^  Senator  Ktlb.)  The  ones  referred  to  in  this  case?— A.  Yes. 

(K^dmg:) 

'*  In  regard  to  the  underbilling  of  Standard  Oil  Company  freight,  the  paid  freight 
bill  of  which  we  hold,  will  say  for  your  personal  use  that  the  whole  matter  with  all 
papers  is  now  in  the  hands  of  Mr.  Marchand,  agent  of  the  Interstate  Commerce 
Commission,  who  leaves  here  to^ay  for  Washington,  and  everything  looks  fair 
now  that  we  shall  be  able  to  procure  a  criminal  indictment  against  the  Standard 
Oil  Company  in  this  case.    Both  Mr.  Prouty  and  Mr.  Marchand  of  the  commission 
feel  conndent  that  they  have  a  sure  case,  and  we  shall  push  it  for  all  it  is  worth. 
*'  When  anything  new  occurs  in  this  matter  I  will,  botn  at  your  own  request  and 
at  the  reauest  of  Mr.  H.  D.  Lloyd,  keep  you  posted. 
**  Thanking  you  for  the  interest  you  have  manifested  in  our  welfare,  we  are. 
Most  respectfully,  yours, 

"Liberty  Oil  Company, 
C.  M.  CoBURN,  Manager" 

(Reading:)  "  This  is  a  fine  expose  of  what  legalized  pooling  would  mean,  for 
this  road  was  a  member  of  the  Joint  Tariff  Association,  wmch  comprised  all 
railroad  lines  east  of  Chicago— strongest  railroad  pool  ever  organized—by  which 
they  dictated  the  rate  terms  to  all  the  lines  west  of  Chicago  on  which  they  would 
be  permitted  to  get  their  traffic  to  the  seaboard. 

"Another  fine  feature  about  this  pool  was  that  they  excluded  petroleum  from 
the  regular  classified  rate-making  power,  and  made  it  subject  to  special  coptract. 

**  On  December  14, 1882,  the  froduce  Exchange  of  New  York  established,  by 
resolution,  and  not  changed,  a  gravity  weight  m  the  sale  of  refined  oils  of  44 

>  See  Hr.  Pftge,  pp.  770-776;  Mr.  Westgate,  p.  878;  Mr.  Arohbold,  p.  66a 
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degrees,  which  actually  weighfi  6.7  potmds  dot  gallon.  The  railroads  to-day  bare 
an  establiflhed  weight  of  6.4  poonds  -per  gallon,  by  which  the  refined  oils  of  the 
Standard  Oil  Trost  are  now  carried  free,  to  the  extent  of  4.68  per  cent,  through 
underweight."* 

Q.  That  applies  also  to  the  oil  of  all  their  competitors?— A.  Why,  certainly;  of 
coarse  it  does;  bnt  their  having  a  large  amount  more  makes  it  greatly  to  their 
advantage,  and  on  their  Inbricating  oi&,  that  are  carried  at  6f ,  it  is  15  per  cent 

Q.  (By  Mr.  Smyth.)  That  statement  that  yon  make  at  the  top  of  the  pwe 
abont  the  2  cars  of  naphtha — ^was  it  proved  that  that  was  the  custom?  Was 
there  more  than  1  case  or  was  only  1  case  proved? — ^A.  They  woxdd  not  be  apt  to 
prove  more  than  1  case;  that  was  the  only  case  that  came  np.  There  was  not, 
as  I  understand,  any  farther  proof  of  any  other  cases.  There  woold  not  be;  this 
only  got  out  accidentally,  yon  know.  Ton  never  can  find  oat  anything  of  this 
kind  except  it  comes  oat  accidentally.  It  is  fair  to  presume  that  all  their  ship- 
ments over  this  line  were  on  this  same  basis.    No  question  about  that  whatever. 

Q.  (By  Mr.  Jenks.)  Do  you  know  what  defense  they  put  in?— A.  Mr.  Howard 
Page,  the  agent  of  the  Standard  Oil  Company,  went  over  to  Boston  and  said  that 
it  was  a  clerical  error,  and  it  was  corrected.  They  would  do  ihat.  Of  course, 
they  are  very  nice  men  and  they  would  probably  do  that  every  time.  They  proba- 
bly carried  a  thousand  cars  there  that  same  way. 

(Reading:)  '*This  also  applies  to  paraffin  and  lubricating  oils,  fuel  oil,  and 
residuum,  which  are  carriea  at  17  per  cent  less  than  actual  weight.  The  Standard 
Oil  Trust  own  over  8,000  tank  cars,  which  are  paid  for  every  8  years,*  through  the 
allowed  mileage  rate  of  three-quarters  of  a  cent  a  mile  each  way,  another  form  of 
freight  discrimination,  for  the  railroads  pay  to  them  three-qufuters  of  a  cent  a 
mile  to  haul  back  a  dead  weight  empty  tank  car  that  is  not  applicable  to  general 
freight  like  a  box  car." 

Just  think  of  that. 

Q.  (By  Mr.  Farquhar.)  That  applies  to  all  owners  of  tank  cars? — ^A.  Yes;  but 
they  have  ^ot  most  of  the  tank  cars. 

Q.  Does  It  not  also  apply  to  the  private  cars  of  meat  comitanies? — ^A.  Why.  yes, 
of  course;  it  applies  to  all.    But  a  box  car  can  bring  back  other  freight. 

(Beading:)  **  Keceivers  Cowen  and  Murray,  of  the  Baltimore  and  Ohio  Railroad 
Company,  on  December  20,  1898,  admit  that  within  the  territory  north  of  the 
Ohio  River  and  east  of  the  Mississippi  secret  rates,  drawbacks,  rebates,  and  other 
devices  were  then  in  vogue."* 

If  you  would  like  to  l^ve  it  read  I  will  read  it. 

Q.  ^By  Mr.  Farquhar.  )  We  have  had  this  fully  in  the  testimony  by  Mr.  Cowen 
himself.  He  explains  his  own  letter  in  the  transportation  part  of  it. — A.  I  would 
like  to  call  your  attention  to  a  very  important  thmg. 

(Reading:)  *'  Section  6  of  the  interstate-commerce  act  provides  that  all  original 
tariff  sheets  *  shall  also  state  separately  the  terminal  charges  and  any  rules  or  reg- 
ulations which  in  anywise  change,  a£^t,  or  determine  any  xMut  or  the  aggregate 
of  such  aforesaid  rates  and  fares  and  charges.'" 

Now,  let  UH  see  about  that. 

(Reading:)  *'  The  railroads  in  gross  violation  of  this  section  issue  and  file  with 
the  commission  general  rate  tariff  sheets  for  public  use,  and  then  side  track  these 
by  the  issuance  of  innumerable  supplements,  special  oil  tariffs,  special  circulars, 
commodity  rates,  etc.,  that  are  often  and  indiscriminately  filed  as  a  substitute  to 
change,  cancel,  and  amend  the  original  tariffs,  and  to  such  an  extent  is  this  done 
that  m  reality  there  is  no  head  or  tail  left  of  it—very  little  of  the  body— but  it 
stands  inviolate  for  public  use." 

Now,  that  is  one  of  the  grossest  misuses,  you  know,  of  the  Interstate  Commerce 
Commission  by  the  railroads.  Here  thev  come  and  file  a  general  tariff,  and  the 
act  says  here  that  the  general  tariff  shall  state  everything  that  affects  the  ratee. 
and  they  do  not  pay  any  attention  to  that  and  the  Interstate  Commerce  Commit 
sion  do  not  enforce  it.    And  why  do  they  not  enforce  it  I  should  like  to  know? 

Q.  (By  Mr.  Kennedy.)  Do  they  not  say;  themselves  that  they  have  no  power  to 
enforce  It? — A.  No  power  to  do  that?  It  is  very  queer.  They  can  enforce  that,! 
think.    I  think  it  is  a  very  flimsy  excuse  about  this  no  power. 

(^.  Have  not  the  Interstate  Commerce  Commission  year  after  year  asked  to  have 
their  power  enlarged  so  that  they  could  enforce  their  &idings? — ^A.  Oh,  yes;  I  have 
understood  that,  but  they  have  plenty  of  power  to  do  a  good  deal  more  than  they 
do,  and  they  don't  do  it.    I  say  that  is  one  thing.    I  say  here  (reading):        ^   . 

**  The  query  is,  Why  is  it  that  for  12  years  the  Interstate  Commerce  Comini88i(» 
have  neglected  their  duty  and  not  corrected  this  gross  evasion  of  the  law,  and 

>8eeMp.  Pa«e,  p.766.  *  See  Mr.  Piftge,  p.  778. 

■  See  copy  of  their  letter,  p.  687.    See  also  Mr.  Page,  p.  fTOi 
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allowed  such  special  tariffs  to  be  filed,  and  why  is  it  that  all  general  tariffs  omit 
this  wise  provision  of  the  law,  and  why  is  it  m&t  railroads,  da  not  comply  with 
the  law  in  any  of  its  essentials,  nor  are  forced  thereto?" 

What  is  the  reason  they  don't  do  it?  Because  we  have  not  got  any  kind  of  a 
conntry  here  that  enforces  its  laws. 

(Reading:)  *<  Charles  Francis  Adams,  president  of  the  Union  Pacific  Railroad, 
had  this  to  say,  December  15, 1888,  before  the  Commercial  Clnb  of  Boston: 

" '  The  dishonest  methods  of  rate  cntting,  the  secret  systems  of  rebates,  the 
indirect  and  hidden  payments  made  to  influence  the  course  of  traffic  resorted  to 
or  devised  during  the  last  2  years  I  do  not  hesitate  to  say  are  unprecedented  in 
the  whole  bad  record  of  the  past/ 

"  The  above  charges  included  8  months'  ejroerience  of  the  interstate-commerce 
act,  which  was,  and  is  to-day,  utterly  ignored  with  no  effect  on  lawless  railroad 
freebooters. 

"  In  1894  an  expert  accountant  discovered  that  $7,000,000  in  rebates  had  been 
paid  by  the  Atchison,  TopekBk  and  Santa  Fe  BaUroad  Company,  of  which  no 
Qonbt  the  Standard  Oil  Trust  got  the  lion's  share.' 

"  These  discriminations  are  not  now  confined  to  oil,  but  extend  to  and  cover 
nine-tenths  of  the  commerce  of  the  country,  meat  and  manufactured  products, 
as  well  as  the  products  of  the  soil  and  mines,  which  articles  to-day  are  controllea 
by  the  great  trusts  and  combines,  and  this  control  has  been  secured  only  through 
unlawful  rebates.  These  combinations  having  thus  obttdned  the  absolute  control 
of  the  railroads,  turn  about  and  dictate  the  rates  of  freight  these  railroads  shi^l 
charge,  and  thus  dictate  what  their  competitors  shall  pay. 

'*  I  am  reliably  informed  that  there  is  not  a  railroad  leading  out  of  Chicago  but 
has  a  representative  buyer  that  purchases  all  the  grain  shipped  over  its  lines. 
On  this  grain  10  to  15  cents  a  busnel  rebate  is  paid  to  the  buyer,  who  divides  the 
same  with  the  railroad  officials,  all  of  which  comes  out  of  the  farmer. 

"  The  State  exercises  its  rights  of  eminent  domain  to  give  the  right  of  way  to 
the  railroads;  the  people  thus  part  with  their  prox)erty  to  these  corporations  on 
the  faith  that  they  shall  exercise  the  franchises  thus  granted  honestly  and  with  an 
equal  hand. 

"  It  is  a  burning  shame  that  these  rights  and  franchises,  the  gifts  of  the  State, 
should  be  administered  by  railroad  magnates  to  the  impoverishment  and  slavery 
of  the  people. 

'*  Free  and  open  transportation  and  untrammeled  opportunities  of  doing  busi- 
nessare  virtually  closed  and  sealed. 

*'  Tne  farmer  complains  of  extortion,  but  is  blinded  by  the  secrecy  in  which  it 
is  planned. 

"  The  amount  of  these  fraudulent  rebates  would  pay  the  interest  on  his  home- 
stead mortgage,  earn  him  a  living,  and  make  his  life  contented  and  happy. 

^*  These  discriminations  in  rates  and  fraudulent  rebates  of  freight  to  favored 
combinations  and  officials  are  the  crying  evil  of  the  day. 

"  Our  laws  are  overridden,  our  courts  are  condemned,  and  our  whole  social 
stmcture  is  delMtuched." 

Q.  (By  Mr.  Jenks.)  Ton  have  already  explained  to  us  the  rest?— A.  I  will  put 
in  the  following  as  an  exhibit: 

"THE  INTERSTATE  COMMERCE  ACT  PROVIDB8  A  PENALTY  ON  CARRIERS  AND 
SHIPPERS,  OF  16,000  PINE  AND  2  YEARS  IN  THE  PENITENTIARY,  FOR  EACH 
AND  EVERY  OFFENSE,  BUT  IT  HAS  NO  DETERRENT  EFFECT  TO  STOP  REBATES. 

"  The  interstate  commerce  act  provided  a  x)enalty  on  carrier  officials,  and  by 
amendment,  on  the  shippers,  of  $5,000  fine  and  2  years  in  the  penitential^  for  each 
and  every  offense,  and  with  such  stringent  measures  no  deterrent  effect  is  had  on 
rail  or  trust  officials.  The  same  old  unbroken  line  of  freight  discriminations  for 
27  years  in  the  form  of  '  secret  rates,  drawbacks,  rebates,  and  other  devices,'  have 
continued  to  exist  up  to  date  without  a  break,  and  for  the  reason  that  not  a  viola- 
tor of  the  act  has  yet  been  sent  to  the  i)enitentiary  to  atone  for  his  misdeeds. 

"IT  IS  QUITE  EVIDENT  FROM  THE  FOLLOWINQ  FACTS  THAT  THE  STANDARD  OIL 
TRUST  HAS  ONLY  MADE  CRUDE  PETROLEUM  CHEAP  TO  THE  PRODUCER  WHILE 
IT  MAKES  THE  PRODUCTS  THEREOF  IN  COMPARISON  HIGH  PRICED  TO  THE 
CONSUMER. 

"It  is  ridiculously  absurd  to  say  that  the  Standard  Oil  Trust  has  made  oil 
cheap,  and  all  that  is  necessary  to  refute  such  false  assertions  is  to  refer  to  a  pam- 
phlet issued  by  Solicitor  Dodd  in  1888,  in  which  he  broadly  asserts  that  overpro- 

1  See  Mr.  Page,  p.  781. 
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daction  was  the  cauae  of  mAlrinff  cmde  petroleum  cheap,  bat  in 
speeches  he  couples  the  products  thereof  with  it. 

*  *  Petroleum  products  are  as  much  higher  than  they  should  be  as  the  orerchaiga 
or  freight  discnminations  this  monopoly  receives;  for  all  frnghts  arepurposdy 
advanced  and  made  that  much  higher  in  order  that  greater  discriminations  maj 
follow,  which  the  consumer  is  f oroad  to  pay  in  hiffher-priced  oil.  To-day,  and  for 
many  years  back,  this  monopoly  has  chiu*ged  producers  of  oil  in  the  oil-prodndng 
regions  30  cents  a  barrel  for  local  pipajKe  not  costing  5  cents,  or  4  times  more  than 
it  costs,  and  when  crude  oil  sells  at  50  cents  a  barrel  this  charge  is  40  per  cent  of 
its  market  value.  This  is  the  how  of  it  that  this  monopoly  makes  crude  oil  bo 
cheap  to  the  producer.  The  Standard  Oil  Trust  admits  cost  of  local  pipage  of  5 
cents  a  barrel.    (B,  102. )  > 

"  To-dav,  and  for  many  years  back,  in  conspiracy  with  the  railroads,  it  has 
charged  the  same  pipage  rates  to  the  seaboard  as  the  railroads  charge,  and  to-day 
this  conspiracy  charge  is  10  times  more  than  the  pipage  cost— that  is  to  say,  the 
present  rail  rate  from  the  oil  regions  to  the  seaboard  is  16i  cents  per  100  poimdB, 
and  on  820  pounds  in  bulk  to  the  barrel  equals  52.8  cents  per  biurel,  wbile  the 
pipage  does  not  cost  to  exceed  5  cents  a  barrel  * — and  this  is  another  way  this 
monopoly  has  of  making  crude  oil  cheap  to  the  producer  and  high  to  tiie  oon- 
sumer. 

**  Mr..F.  B.  Thurber  seems  to  be  an  outside  champion  for  this  monopoly,  aod 
says  it  has  made  oil  cheap,  because  in  1871  the  average  price  of  refined  oil  for 
export  was  25.7  cents  per  gisillon ,  while  in  1898  it  only  averaged  6.7  cents  per  galkn, 
and  fl^ee  the  following  reasons  therefor: 

**  *  This  great  decline  in  the  price  of  oil  is  attributed  partly  to  the  increase  in 
production,  but  more  largely  to  improvements  in  manufacture  and  truuporta- 
non,  which  were  only  attamable  through  the  aggregation  of  capital  in  this 
industry.'" 

This  man  has  no  experience  whatever  in  the  oil  business,  but  he  is  the  chamirian 
of  the  Standard  Oil  Trust.    They  put-him  forward  here  as  an  outside  man. 

Q.  (By  Mt.Glabkk.)  Do  you  dispute  his  statement  that  it  was  only  attainable 

through  the  aggregation  of  capital  m  this  industry? — ^A.  Yes;  t  do  dispute  it 

(R€»ding:)  '*  Way  is  it  that  Mr.  Thurber  does  not  enlighten  us  and  rive  the 
reason  why  refined  oil  for  export  was  reduced  86  cents  a  gallon,  or  $17.50  per 
barrel,  from  6U  cents,  average  price  in  1861,  to  26^  cents,  average  in  1870?  I 
presume  his  reasoning  would  Be  that  the  Almighty  did  that,  while  the  Standard 
Oil  monopoly  engineered  all  the  balance  without  His  aid  or  assistance. 

*  *  Why  Is  it  that  Eastern  home  dealers  and  consumers  of  refined  oil,  just  lurevioiis 
to  the  entering  of  home  competition  at  the  seaboard,  April,  1896,  had  to  pay  more 
than  twice  as  much  for  their  oil  as  foreign  consumers  for  export?  The  pnce  per 
gallon,  in  bulk,  to  retail  dealers  was  9i  cents  a  gallon,  and  for  export  ^  cents  a 
gallon,  with  crude  oil  $1.20  per  barrel,  and  this  is  how  Standard  oil  is  made  so 
cheap. 

**  Why  is  it  that  Mr.  Thurber  does  not  enlijB^hten  this  committee  and  give  the 
reason  why  in  1892  refined  oils  were  selling  in  several  of  the  States,  like  Texas, 
Utah,  and  Idaho,  at  4  times  the  price  of  export  oil  for  foreign  consumption?  In 
Wyoming  and  Nebraska  it  was  8  times  as  much,  and  in  Arkansas,  Alabama, 
Florida,  Georgia,  Mississippi,  Missouri,  North  Dakota,  South  Carolina,  Soath 
Dakota,  Tennessee,  and  Washington  double  the  export  price."' 

This  is  all  fully  explained,  gentlemen,  in  my  exnibits  here,B  171,  etc.;  and  mi 
own  experience  in  finding  out  all  over  the  United  States,  by  sending  out  Boec^ 
circulars  in  1892,  shows  those  facts  to  be  absolute,  and  the  details  are  in  my  exhibitB 
full  and  complete. 

(Beadinff:)  "  The  Pennsvlvania  Railroad  Company  up  to  August  28, 1888,  canied 

same  number  of  ^llons  of  refined  oil  in  a  barrel  (including  the  pachage)  at  same 
price  as  bulk  oil  m  tank  cars  to  offset  the  return  dead  weight  oi  the  retom  tani 
car,  when  by  the  power  of  the  Standard  Oil  Trust  and  under  the  interstate-com- 
merce act,  25  per  cent  more  freight  has  been  charged  since  that  time.  The  rate 
of  freight  in  1887  was  52  cents  a  oarrel,  or  18  cents  per  100  x>OTmds.  To-day  it  is 
16i  cents,  or  27  per  cent  higher.  

>  Mr.  Rice*8  reference  is  to  a  paragraph  of  the  contract  of  October  9. 1806  (see  p.  7B8),  for  diri^ 
of  biuinefls  between  the  National  Transit  Company  and  the  United  Pipe  Lines,  partieeof  ^e  vm 
part,  and  the  Tidewater  Pipe  Ck>mpany,  party  of  the  second  part.  The  paragraph  inqaesaoi|«<> 
ffiven  by  Mr.  Rice,  is  as  follows:  "If  in  anv  calendar  month  either  party  shall  sathermore  tiwi 
its  said  percentacre  of  said  aggregate  of  crude  petroleum  gathered,  as  gathering  is  herein  deflim 
it  shall  pay  to  the  other  Tpaxty  on  the  quantity  gathered  in  excess  of  its  said  Pei'oentege  tf 
amount  per  barrel  equal  to  three-fourths  of  the  then  current  full  rate  per  barrel  charsw  xv 
collecting  and  delivering  crude  petroleum  in  the  oil-producing  regions,  commonly  called  local 
pipage."  The  local  pipcige  is  ^Ocents  a  barrel,  and  the  sum  to  be  retained  by  the  gatherii«  oom- 
pany,  as  payment  for  the  servioe,  on  the  ezoeas  oyer  its  agreed  proportion,  is,  therefare,6  csdv 
a  barrel. 

•See  Mr.  Phillips,  p.  6W;  Mr.  Emery,  pp.  686,087;  Mr.  Rogers,  pp.  681,888. 

*  See  Mr.  Fftge,  p.  TOL 
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"  To-day  it  costs  25  per  cent  more  to  ship  the  same  number  of  gallons  of  oil  in  a 
barrel  than  it  does  by  bulk  in  a  tank  car,  because  the  railroads  will  not  famish 
the  tank  cars  in  which  to  ship  it.  The  competitive  independent  refiner  who  can 
not  afford  to  purchase  tank  cars  is  subject  to  this  very  important  discrimination 
and  can  not  compete,  and  he  can  not  help  himself.  This  is  the  how  of  it,  that  the 
Standard  Oil  monopoly  makes  oil  so  cheap  to  the  consumer.  In  the  case  of  export 
it  had  to  sell  its  oils  at  a  fair  living  price,  owing  to  Russian  competition,  while  to 
general  consumers  in  America,  for  want  of  competition,  it  charges  fabulous 
prices,  double,  treble,  and  four  times  as  much,  owing  wholly  to  the  power  of  this 
monopl^  to  dictate  to  the  railroads  the  high  tariff  rates  their  competitors  must 
pay,  wmle  their  own  goods  are  carried  at  nominal  figures  through  the  grossest  of 
the  gross  rebates  or  freight  discriminations.  The  absurdity  of  Thurber 's  reasoning 
may  be  further  illustrated  when  I  state  that  the  cost  of  refining  petroleum  from 
1871  to  1880  did  not  exceed  1  cent  a  gallon,  and  from  1880  to  1890  not  over 
half  a  cent,  and  fix>m  1890  to  the  present  time  it  has  not  cost  this  monoply  to 
exceed  ofie-<iuarter  of  a  cent  a  gafion,  and  to  the  average  independent  remier 
about  one-eighth  more,^  so  that  improvements  in  manufacture  cut  no  figure,  while 
the  monopolistic  and  most  extraordinary  charges  for  pipe  transportation  could 
only  be  maintained  through  the  power  of  the  railroads.  Mr.  Thurber  would 
manifestlv  have  been  more  correct  if  he  had  stated  that  the  price  of  petroleum 
products  had  been  greatly  advanced  by  the  Standard  Oil  monoply  through  the 
methods  stated  by  me,  and  that  its  unlawful  aggregation  of  capital,  so  necessary 
to  the  business,  was  thus  acquired.  Mr.  Thurber  on  November  24, 1882,  testified 
before  a  legislative  committee  of  New  York  State  as  follows: 

" '  The  Standard  Oil  Oomi)any  is  an  example.  Here  is  a  corporation  which, 
according  to  testimony  recently  given  in  Pennsylvania,  began  in  1872  with 
$1,000,000  capital,  which  was  subsequently  increased  to  t@,500.000,  and  on  this 
latter  capitalization  it  paid  dividends  in  1880  amounting  to  $10,321,812,  and  it 
practically  controls  and  fixes  the  value  to  the  consumer  on  a  staple  ranking  third 
ui  the  Hst  of  our  nation's  exports.' " 

This  is  only  on  one  corporation. 

[Beading:]  ** '  Through  its  speculative  manipulation  it  has  within  a  few  weeks 
more  thiui  doubled  ihe  price  of  crude  oil;  and  its  profits  thereby  are  variously 
estimated  at  from  $20,000,000  to  $40,000,000.' " 

OOfiT  OF  REFINBD  OIL,  FBBIOHT  PAID,  2f  CENTS. 

*<  The  market  price  of  crude  oil  for  the  past  10  years — 1889  to  1898,  inclusive— has 
only  averaged  l|  cents  a  gallon,  while  the  local  pipeaffe  does  not  cost  to  exceed  5 
cents  a  barrel,  or  one-eighth  of  a  cent  a  gallon.  It  does  not  cost  to  exceed  this 
amount  to  pipe  same  to  the  seaboard,  or  an  eighth  of  a  cent  a  gallon  more.  It  can 
be  refined  for  one-quarter  of  a  cent  a  gallon,  making  a  total  averi^  cost  of  2f  cents 
per  gallon  for  the  past  10  years  of  refined  oil  at  the  seaboard,  which  is  also  appli- 
cable to  interior  refineries,  to  which,  if  we  add  one-half  cent  a  gallon  as  a  fair 
average  freight  paid  by  the  Standard  Oil  Trust,  makes  the  cost  2f  cents  a  gallon 
delivered  to  all  mterior  cities  and  towns;  so  that  one  can  form  some  conception 
when  he  buys  oil  of  the  immense  percentage  of  profits  thus  to  accrue,  which  can 
be  turned  over  every  60  davs,  and  condusively  shows  how  philanthropic  this 
trust  IB  in  comparison  with  the  prices  the  consumer  is  forced  to  pav.  The  process 
of  refining  oil  is  very  simple,  easjr  as  making  steam,  similar  distillation. 

"Another  method  the  Standard  Oil  Trust  has  of  making  illuminating  oils  cheap 
to  the  consumer  is  that  where  they  have  no  regular  established  agency  they  give 
a  secret  rebate  to  certain  private  dealers  who  have  been  selling  competitive  oils, 
ranging  from  25  cents  to  $1.60  per  barrel,  according  to  the  opposing  strength  of 
the  opponent,  to  thereafter  maintain  the  regrular  established  card-list  price  made 
by  the  trust. 

^'THE  STANDARD  OIL  TRUST  RECEIVES  72  PER  CENT  ADDITIONAL  PROFITS  IN 
THE  SALE  OF  PETROLEUM  PRODUCTS  MANUFACTURED  FROM  LIMA  CRUDE 
THAN  FROM  THOSE  OF  THE  BEST  GRADE  CRUDE. 

**  On  September  15, 1805,  the  Produce  Exchange  of  New  York,  through  the  power 
of  the  Standard  Oil  Trust,  passed  a  resolution  making  the  manufactured  products 
from  inferior  Lama  crude  petroleum,  known  as  sulphur  oil,  a  good  dehvery,on 
a  parity  with  the  manufactured  products  from  best  grade  crude.  The  average 
annual  market  price  of  this  inferior  grade  crude  for  past  five  years — 1894  to  1808, 
inclusive— was  69  cents  per  barrel  as  against  $1.01i  for  the  best  grade,  or  the  latter 
72  per  cent  higher.    Thus  it  is  that  the  Standard  OH  Trust  received  72  per  cent 

>  See  Mr.  Lee,  p.  376;  Mr.  Westgate,  p.  871. 
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more  profit  in  the  sale  of  inaniif actored  Lima  crade  prodncts  than  from  those  of 
the  higher-priced  cmde,  which  conld  not  }ye  done  except  through  the  power  of  tibia 
monopoly  to  enforce  and  exact  eqnal  price  for  botii  clanes  of  goods,  and  this  is 
another  instance  of  this  great  tnist  making  petrolenm  prodnots  from  inferior 
grade  crude  so  cheap  to  the  consumer.  For  the  past  6  years — l^H  to  1898,  inclu- 
sive— the  total  production  of  petroleum  was  279,129,467  barrels,  of  which  Ohio 
produced  85,906,684  barrels  and  Indiana  20,608,793  of  this  inferier  grade  of  crade 
petroleum,  or  38  per  cent. 

**  The  last  Gk)vemment  report  for  1898  has  this  to  say  about  this  inferior  grade 
of  crude: 

**  *  The  product  is  characterized  by  the  presence  of  sulphur  compounds,  which 
make  it  of  less  value  for  refining  purposes  tnan  the  eastern  Pennsylvania  product* 

*  *  The  refined  product  from  this  poor  ffrade  crude  is  adulterated  with  the  products 
made  from  the  oest  grade  crude,  and  the  results  are  easily  seen  by  a  white  film  on 
the  lamp  chimney  that  obstructs  the  light,  requires  constant  attention  to  turn  up 
the  wick  to  get  more  light,  smokes  the  lamp,  and  has  an  offensive  smell.  In  view 
of  Archbold's  laudatory  remarks  on  this  piuticular  oil  *  it  will  be  quite  refrediiiig 
to  refer  to  a  caution  circular,  issued  in  1890  by  one  of  the  trust  corporations, 
denouncing  said  oil.     (B,  166).*'' 

This  is  a  very  interesting  circular,  giving  what  they  think  about  that  oil  (B 106). 
It  tells  what  the  Standard  thought  of  these  oils. 

Q.  (By  Mr.  Farquhar.)  Have  they  not,  under  2  new  processes,  eliminated  the 
sulphur  and  a  great  many  other  various  ingredients  from  the  Lima  oil?— A.  Pw- 
tially;  but  the  product  from  the  Lima  oil  is  not  near  as  good  as  the  other  oil. 

Q.  But  there  has  been  a  great  improvement  since  18^,  since  tikey  issued  this 
circular? — A.  Oh,  yes,  there  has  been  a  great  improvement.  They  have  improved 
the  manufacture  of  it  to  some  extent.  I  will  put  in  as  an  exhibit  to  show  violsr 
tions  of  the  interstate-commerce  law. 

(Beading:) 

"NONCOMPLIANCE  AND  NONENPORCEMENT  OP  THE  INTBBSTATE-OOMMBBCE 
ACT  PRODUCES  EXISTING  GROSS  DISCRIMINATING  PREIGHT  RATES,  AS  TO  PER- 
SONS AND  PLACES,  AND  TO  THE  EXTENT  OP  211  PER  CENT  IN  VIOLATION  OP 
SECTIONS  3  AND  4  OP  THE  ACT. 

'*  The  commission  constantly  receives  and  places  on  file  without  protest  thou- 
sands of  rate  tariff  sheets  that  plainly  and  uneouivocaUy  show  iix>on  their  face 
gross  violations  of  that  all-important  section  of  the  act,  the  fourth  section,  which 
says  that  it  shall  be  unlawful  for  any  common  carrier  to  char^  or  receive  more 
for  a  short  than  for  a  long  haul  over  the  same  line  in  the  same  direction.'  To-day 
there  exists  211  per  cent  more  traffic  rate  charge  on  the  short  intermediate  ham 
over  the  long  haul,  as  the  following  fig^ures  show,  from  statements  made  to  me  by 
the  secretary  of  the  commission,  July,  September,  and  October,  1899. 

*'  On  the  shipment  of  petroleum  and  its  products  in  car  lots  over  the  trans- 
continental lines,  comprising  21  lines  of  raifroad,  as  merged  into  that  unlawful 
and  changed  combination  now  known  as  the  *  Transcontinental  Freight  Bnreaa/ 
the  following  2  railroads  in  the  pool  are  cited  as  samples  of  the  ^^ross  violations 
of  the  interstate-commerce  act  as  they  exist  to-day  by  tnis  association  of  railways: 
Chicago  to  San  Francisco,  2,857  miles,  via  Union  Pacific,  present  tariff  rate  is  78^ 
cents  per  hundredweight,  while  the  highest  intermediate  rate  to  Humboldt,  Nev.. 
1,982  miles,  is  $1.75  per  hundredweight,  or  122  per  cent  overcharge  for  S25  miles 
lens  haul,  with  a  proportionate  overcharge  on  84  per  cent  of  the  total  shipments. 
Ten  years  ago  the  intermediate  rate  overcharge  was  56  per  cent,  now  douhle. 
From  Chicago  to  San  Francisco,  via  Atchison,  Topeka  ana  Santa  Fe,  2,652  mfles, 
present  tariff  rate  is  78*^  cents  per  hundredweight,  while  the  highest  intermediate 
rate  to  Bagdad,  2,017  miles,  is  also  $1.75  per  hundredweight,  or  122  per  cent  over- 
charge for  635  miles  less  haul,  with  a  proportionate  overcharge  on  76  per  cent  of 
total  shipments.  Ten  years  ago  the  intermediate  overcharge  was  116  per  cent 
Present  fifth-class  commodity  rates,  via  transcontinental  lines,  Chicago  to  Sw 
Francisco,  is  $1.65  per  hundredweight,  while  the  highest  intermediate  rate  is 
$1.85,  or  only  12  per  cent  overcharge.  Petroleum  productB  belong  to  fifth  class, 
but  made  6i)ecial.  The  Standard  Oil  Trust  has  at  Whiting,  Ind. ,  on  the  lake  shore, 
suburb  of  Chicago,  the  largest  refining  plant  in  the  world,  which  is  connectea 

»  8oe  Mr.  Archbold,  p.  632.  See  also  Mr.  Lee,  pp.  275, 278;  Mr.  Emery,  pp.eSM,eS6;  Mr.  Gall. PP- 
872,  681. 

«  The  roferonoe  is  to  a  clronlar,  sipned  with  the  name  of  the  WaterthPieroe  Oil  OompW;;" 
which  the  following  occurs  among  other  statements  of  like  tenor:  '^Dlumlnating  oil  P'^^Sii! 
from  Ohio  (>rude  i«  so  inferior  in  burning  qualities,  and  offenaive  in  odor,  that  it  c«i  not  resoiiy 
he  sold  where  known." 

*  See  Eleventh  Annual  Report  of  Interstate  Gommeroe  CommJasloii,  pp.  87-ML 
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by  Chicago's  belt  line  with  railways  to  all  points  in  the  United  States.  The  south- 
western hnes,  comprising  the  '  Southwestern  Bureau/  composed  of  10  prominent 
lines  of  railway,  combined  with  2  prominent  steamship  lines — ^the  New  York  and 
Texas  Steamship  Company  and  Cromwell  Steamship  Company — are  engaged  in 
an  unlawful  combination  to  fix  rail  and  water  rates,  in  violation  of  the  Federal 
antitrust  act,  while  they  grossly  violate  the  interstate-commerce  act  as  to  persons 
and  places,  and  to  this  extent  as  samples:  From  St.  Louis  to  Galveston,  Tex., 
870  miles,  via  St.  Louis,  Iron  Mountain  and  Southern  Railway,  present  tariff  rate 
is  38^  cents  per  hundredweight,  while  the  highest  intermediate  rate  to  Aldine, 
Tex.,  807  miles,  is  55  cents  per  hundredweight,  or  64  per  cent  overcharge  for  68 
miles  less  haul,  with  a  proportionate  overcharge  on  92  per  cent  of  total  shipments. 
From  St.  Louis  to  Fort  Scott,  888  miles,  via  the  Missouri,  Kansas  and  Texas, 
owned  by  Standard  officials,  of  which  John  D,  and  William  Rockefeller  and  Joel 
F.  Freeman,  former  treasurer  of  the  Standard  Oil  Trust,  are  directors,  present 
tariff  rate  is  22^  cents  per  hundredweight,  while  to  Parsons,  49  miles  farther,  it  is 
raised  to  30,  or  86  per  cent  higher;  continues  same  to  Wagoner,  101  miles  farther. 
At  South  McAllester,  78  miles  from  Wagoner,  the  rate  is  raised  to  55,  or  80  x>er 
cent  more.  This  rate  continues  to  Atoka,  44  miles  from  South  McAllester,  while 
at  Coalgate,  48  miles  from  Atoka,  the  rate  is  again  raised  to  60,  or  9  per  cent  more, 
while  to  Denison,  8  miles  from  Atoka,  it  is  reduced  8  per  cent,  or  to  55,  which 
rate  is  maintained  to  Letitia,  1,088  miles,  while  the  rate  to  Houston,  1,105  miles, 
is  33|  cents,  or  64  per  cent  overcharge  for  17  miles  less  haul,  with  a  proportionate 
overcharge  on  98  per  cent  of  total  shipments. 

"THE  LONG  AND   8HOBT   HAUL  CLAUSE   OP  THE  ACT  NOT   VIOLATED  IN  THE 
SHIPMENT  OF  GENERAL  COMMODITIES  IN  6  DIFFERENT  CLASSES. 

''  It  is  a  ver;^  significant  fact  to  note  that  in  the  transportation  of  general  com- 
modity goods  in  5  different  classes,  St.  Louis  to  Galveston,  as  promulgated  by  the 
pooled  'Southwestern  Bureau '  of  10  prominent  rail  lines  and  two  ocean  steamship 
unes,  there  is  no  difference  between  terminal  and  intermediate  rates.  This  is  in 
compliance  with  the  law,  while  in  the  case  of  x>etroleum  shipments  the  railroads 
adopt  the  flimsy  excuse  of  water  competition  and  grossly  violate  the  act  to  the 
extent  of  64  per  cent. 

"St.  Louis  to  Mobile,  by  the  Mobile  and  Ohio  Railroad,  distance  644  miles, 
present  tariff  rate  is  85  cents  per  hundredweight,  while  the  highest  intermediate 
rate  to  Eiffht  Mile  Station,  686  miles,  is  57  cents,  or  63  per  cent  overcharge  for  8 
miles  less  haul,  with  a  proportionate  overcharge  on  98  per  cent  of  total  shipments. 
From  Memphis  to  New  Orleans,  via  the  Yazoo  and  Mississippi  Valley  Railroad, 
445  miles,  present  tariff  rate  is  17  cents  per  hundredweight,  while  the  highest 
intermediate  rate  to  Norwood,  La.,  829  miles,  is  83,  or  94  i)er  cent  overcharge  for 
136  miles  less  haul,  with  a  proportionate  overcharge  on  72  per  cent  of  total  ship- 
ments. From  Cincinnati  to  New  Orleans,  by  the  Queen  and  Crescent  route,  826 
miles,  present  tariff  rate  is  22^  cents  per  hundredweight,  while  the  highest  inter- 
mediate rate  to  Poplwndlle,  Miss.,  756  miles,  is  44i,  or  97  i)er  cent  overcharge  for 
70  miles  less  haul,  with  a  proportionate  overcharge  on  91  per  cent  of  total  ship- 
ments.   These  same  rates  have  been  continuous  for  the  past  10  years. 

"Prom  Cincinnati  to  Vicksburg,  same  line,  770  miles,  present  tariff  rate  is  22i 
cents  per  hundredweight,  as  against  an  intermediate  rate  of  45^  to  Brandon,  Miss. , 
711  miles,  or  double — 100  per  cent  more  for  59  miles  less  haul,  with  a  propor- 
tionate overcharge  on  92  per  cent  of  total  shipments. 

"From  Louisville  to  Mobile,  670  miles,  via  Louisville  and  Nashville  Railroad 
Company,  present  tariff  rate  is  18  cents  per  hundredweight,  as  against  an  inter- 
mediate class  rate  of  56  to  Flomaton,  609  miles,  or  211  x>er  cent  overcharge  for  61 
miles  less  haul,  with  a  proportionate  overcharge  on  90  per  cent  of  total  shipments, 
with  no  change  in  rates  since  the  partial  decision  or  April,  1892,  except  in  one 
instance,  although  directed  by  the  commission  to  revise  and  correct  these  general 
overcharges.  In  1889  the  highest  intermediate  overcharge  was  146  per  cent,  now 
211,  or  65  "p&r  cent  higher. 

**  From  Cairo  to  New  Orleans,  550  miles,  via  Illinois  Central,  present  tariff  rate 
is  29  cents  per  100  pounds,  as  against  an  intermediate  rate  of  41  to  Mauchac, 
Miss.,  618  miles,  or  ^  per  cent  overcharge  for  87  miles  less  haul,  with  a  propor- 
tionate overcharge  on  98  per  cent  of  total  shipments. 

**  From  LouisviUe  to  New  Orleans,  same  line,  847  miles,  present  tariff  rate  is  18 
cents  "per  100  pounds,  as  against  an  intermediate  rate  of  85  to  Sauve,  La.,  842 
miles,  or  94  -per  cent  overclukrge  on  5  miles  less  haul,  with  a  proxwrtionate  over- 
chaxge  on  99  per  cent  of  total  shipments. 

'*  Louisville  to  Memphis,  same  line,  892  miles,  present  tariff  rate  is  12  cents  per 
hundredweight,  as  against  an  intermediate  rate  of  34  to  Lucy,  879  miles,  or  an 
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overcharge  of  18*3  \}er  cent  for  18  miles  lees  haul,  with  a  proportionate  overcharge 
on  96  per  cent  of  total  shipments. 

''  It  mast  be  conceded  that  the  lesser  terminal  rates  mnst  be  vAjing  ones  or 
there  would  be  no  object  in  the  roads  allowing  such  shipments.  The  uitarstate 
Commerce  Commission  hold  that  established  tariff  rates  must  be  remunerative. 
Thus  it  is  that  the  inhabitants  of  the  regions  through  which  these  lines  of  rail- 
way run  are  forced  by  railway  tariff  exactions  to  pay  42  to  211  per  cent  more  for 
the  products  they  buy  than  they  should  pay. 

''  By  prepayment  of  freight  at  the  low-car  terminal  rate  the  Standard  Oil 
Trust  is  allowed  to  stop  off  its  cars  at  high-rate  intermediate  paints  and  thus 
receive  an  advantage  of  42  to  211  per  cent  over  their  competitors.  It  also  has 
the  extra  privilege  to  divide  up  full-loaded  tank  cars  into  less  than  car  lots  that 
should  have  paid  8  times  the  terminal  rate,  although,  as  an  owner  of  tank  cars, 
I  was  denied  this  privilege. 

*'  Common  earners,  under  section  4  of  the  act,  are  not  allowed  to  violate  the 
long  and  short  haul  clause  of  the  act  without  permission  from  the  commission. 
From  December  17,  1895,  to  August  4,  1896, 1  miade  complaint  to  the  commissios 
that  it  was  their  duty,  under  section  12  of  the  act,  to  proceed  against  violators  oi 
section  4  of  the  act  (long  and  short  haul).  They  would  not  act,  but  said  that  I 
might.  Knowing  from  the  answer  that  my  action  would  be  futile,  I  did  not  act 
any  further  in  the  matter. 

"  The  State  exercises  its  right  of  eminent  domain  to  give  the  right  of  way  to 
the  railroads.  The  people  thus  part  with  their  property  to  these  corporations  on 
the  faith  that  they  shall  exercise  the  franchises  tnus  granted  honestly  and  with  an 
etjuul  hand. 

**  It  is  a  burning  shame  that  these  rights  and  franchises,  the  gifts  of  the  State, 
should  be  administered  by  railroad  magnates  to  the  impoverishment  and  slavery 
of  the  i)eople. 

*'  The  United  States  Supreme  Court,  on  March  80, 1896,  Social  Circle  Case,  fnlly 
uph<'ld  the  statutes  and  decided  that  in  this  case  railroads  could  not  charge  more 
for  a  short  than  for  a  long  haul  over  the  same  line  in  the  same  direction.  This 
decision  has  had  no  deterrent  effect  whatever  on  present  railroad  violators,  as  the 
evidence  here  plainly  shows." 

I  will  also  put  in  here  as  an  exhibit.     (Reading:) 

"CLEMENT  A.  GRIftCOM,  PRESIDENT  OP  THE  NATIONAL  TRANSIT  COMPAXY 
(STANDARD  OIL  TRUST),  AND  AS  A  DIRECTOR  IN  THE  PENNSYLVANIA  RAIL- 
ROAD (M)MPANY.  MAKES  CONSPIRACY  AGREEMENT  FOR  AND  ON  BEHAtF  OF 
ALL  TRUNK  LINES  TO  THE  SEABOARD  AND  OP  THE  TIDE  WATER  PIPE  COM- 
PANY. Sl^PPOSED  (COMPETING  PIPE  LINE,  FOR  MAINTENANCE  OP  PIPE  WITH 
RAIL  RATES,  lu  TIMES  ABOVE  PIPEAGE  COST  EXISTING  TO-DAY. 

**  On  October  9, 1883,  to  take  effect  October  1,  the  National  Transit  Company, 
for  and  on  behalf  of  the  Standard  Oil  Trust,  made  an  agreement  with  The  Tide 
Water  Pipe  Company  by  which  it  allowed  them  Hi  per  cent  of  the  total  pipe-line 
tranHportation  of  petroleum  to  the  seaboard.  It  alBo  guaranteed  them  $500,000  per 
annum  profits  for  15  years,  or  $7,500,000.  Within  3  months  after  contract  was 
made  refined  oils  advanced  87^  cents  per  barrel,  crude  oil  If  cents.  This  contract 
g.ive  these  pipe  lines  74  cents  a  barrel  advantage  over  rail  rates  (B  97),*  but  what 
followed?  On  August  22,  1884,  the  Pennsylvania  Bailroad  Company,  for  and  on 
behalf  of  the  National  Transit  Company  and  as  representing  the  Tide  Water  Pipe 
Company,  entered  into  a  conspiracy  agreement  with  all  existing  pipe  lines  to  the 
seaboard  for  the  maintenance  of  equal  pipe-line  rates  with  rail  rates  in  the  trans- 
portation of  petroleum  and  its  products  from  ti^e  oU  regions  to  the  seaboard,  which 
agreement  is  in  practical  effect  to-day,  with  or  without  a  contract,  as  rail  and  pipe- 
a^»  rates  are  the  same.  The  Standard  Oil  Trust  ostensibly  guaranteed  26  per  cent 
of  all  such  traffic  to  the  sea,  or,  in  the  language  of  the  agreement,  'all  x)etroleum 

>  Mr.  Rifo's  estimate,  here  referred  to,  rans  as  follows: 
"  Tho  com]3etitive  shipper  of  oil  is  compelled  to  pay  freight,  from  the  oil  regions 

to  tho  seaboard 68c.perbbl. 

"Ho  is  aliK)  compelled  tojMty  the  'Trust'  for  local  pipage aic.perbbL 

Total becperbW. 

*'  It  will  bo  seen  that  clause  A  of  pipage  contract  admits  the  cost  of  local  pipage  to  be   6c.  per  bM. 

"Tho  '  Trust '  admits  the  cost  of  pipage  to  the  seaboard  to  be TcperbW 

"  In  this  way  the  '  Trust '  secures  an  advant^e  over  its  competitors  in  the  trans- 
portation of  oil  to  the  seaboard,  through  the  aid  and  connivance  of  the  trunk 
lines  of  railroad, of .  74c.l)erbbl. 
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brought  to  the  Atlantic  seaboard  by  aU  existing  carriers,'  railroads  and  pipe  lines 
combined,  establishing  much  higher  joint  pipe  and  rail  tariff  rates  than  should 
be,  a  complete  and  perfect  monopoly  '  in  restraint  of  trade '  of  all  petroleum  trans- 
portation to  the  seacoast.  for  eastern  home  consumption  and  for  export,  at  10 
times  pipage  cost,  in  violation  of  the  Federal  antitrust  act  and  of  the  interstate 
commerce  act.     ( I)  154. ) ' 

''  This  guaranty  in  reality  guarantied  bnt  little.  It,  however,  blinded  the  eyes 
of  the  innocent  dupes — unsusnecting  railroad  directors  and  stockholders.  Hiis 
26  per  cent  was  largely  coverea  in  the  transportation  of  the  by-products  of  petro- 
leum that  could  not  be  pix>ed,  such  as  benzine,  naphtha,  and  gasoline,  lubricating 
paraffin  oils,  residuum,  etc.,  besides  accounting  lor  and  inclu^ng  in  the  guar- 
anty competitive  shipments.  This  kind  of  an  agreement  is  easily  accounted  for 
when  made  by  joint  interested  parties  in  the  trust  certificates  of  the  Standard  Oil 
Trust.  This  is  another  ];)eculiar  method  that  this  joint  conspiracy  combine  has 
of  making  crude  oil  cheap  to  the  producer  and  the  products  thereof  high  to  the 
consumer. 

"  Franklin  B.  Gowen  says  in  regard  to  this  contract  as  follows: 

**  *  By  which  it  will  be  proved  tnat  the  rate  on  oil  prior  to  the  making  of  that 
contract  was  one-half  of  what  it  was  before  the  recent  advance,  of  which  we 
complain,  was  made. 

^* '  Our  alle^tion  about  that  contract,  gone  into  in  this  testimony,  although  it 
was  not  admitted,  is  this: 

** '  The  National  Transit  Company  secured  a  pipe  line  to  tide  water.  They  then 
became  a  transporter  of  oil. 

*'  ^  It  was  importuit  for  them  to  maintain  a  high  rate  on  the  transx>ortation  of 
that  oil,  because  they  made  a  great  deal  of  profit  out  of  it. 

'* '  They  could  not  maintain  a  high  rate  on  the  transportation  of  oil  if  that  rate 
was  cut  under  by  the  railroad  company,  and  we  allege,  and  will  endeavor  to  prove 
in  this  case, 

'*'That  within  2  years  prior  to  the  making  of  this  contract  the  rate  on  the 
Pemisylvania  Railroad  Company  for  oil  was  one-third  of  what  it  now  is. 

"  *  If  that  had  been  continued  the  pipe  line  could  not  have  made  one-third  as 
much  money  as  they  do  now — could  not  have  made  one-fifth  as  much  money  as 
they  do  now — because  the  cost  would  have  been  the  same. 

"  *  They  then  entered  into  a  contract  with  the  Pennsylvania  Railroad  Company 
for  a  division  of  the  rate,  and  agreed  to  make  equal  rates.  It  became  to  the  interest 
of  both  parties  to  get  high  rates. 

"  *  The  consequence  of  which  is  that  this  contract  provides  that  the  National 
Transit  Company  shall  pay  practically  several  hundred  thousand  dollars  a  year 
as  a  bonos,  over  and  above  fair  eaming^s  of  the  railroad,  in  consideration  of  the 
railroad's  maintaining  a  high  price  on  oil. 

*'  *  Of  course,  if  the  National  Transit  Company  could  make  people  using  their 
pipes,  or  usin^  the  railroads,  pay  52  cents  a  barrel  for  having  the  crude  oil  trans- 
ported, when  it  only  cost  them  about  5  cents,  as  we  say,  to  do  the  business,  they 
would  have  an  advantage  of  47  cents  "per  barrel  over  any  competitor  at  tide  water, 
and,  with  a  view  of  maintaining  such  advantage,  they  entered  into  this  contract 
with  the  Pennsylvania  Railroad,  which  contract,  as  we  allege,  guarantied  to  the 
Pennsylvania  Railroad  Company  26  per  cent  of  the  entire  oil  business  transacted 
by  the  railroads  and  the  2  pix>e  lines. 

"  *  They  then  both  agreed  to  maintain  equal  rates.' "    (B,  146.) 

I  will  read  the  heading  on  pa^e  61.     (Beading:) 

'*  Railroads  allow  Standard  Oil  Trust  to  lay  its  pipes  in  the  road's  right  of  way, 
in  consideration  of  the  road  having  only  the  pipe  to  transport,  thereby  losing  all 
its  former  oil  freight." 

The  following  was  offered  by  the  witness  as  an  exhibit: 

"Dan  O'Day,  general  manager  of  the  pipe-line  system  of  the  Standard  Oil 
Trust, testified  before  a  Congressional  committee,  1888  (p. 282),  that  the  Chicago 
and  Atlantic  Railroad  allowed  this  trust  to  lav  its  pipes  from  the  Lima  oil  fielas 
to  Chicago  in  the  roadbed's  right  of  way,  for  the  profit  it  received  in  the  trans- 
portation of  the  pipe,  its  material,  and  construction. 

**After  the  road  granted  these  most  extraordinary  of  privileges  (1888)  and  after 
the  pipe  line  was  constructed  and  the  trust's  mammoth  refining  plant  at  Whiting, 
Ind., suburb  of  Chicago, was  finished, freight  rates  from  the  Lima  oilfields  to 
general  points  of  delivery  in  the  various  States  were  raised  from  20  to  87  per  cent.* 
(Pamphlet  B,  pp.  167, 168  G.  R.) 

**  The  present  freight  rate,  Lima  to  Chicago,  is  10  cents  per  100  pounds,  or  40 
cents  a  barrel,  8  times  its  pipage  cost. 

>  See  the  contract,  pp.  663-606. 

'See  Mr.  Monnett,  p. 309;  Mr.  Westgste,  p. 876;  Mr.  Page,  pp. 777, 778. 
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"THE  UNITED  STATES  PIPE  LINE  COMPANY  HAS  BEEN  TRYING  FOB  7  YEABS  TO 
GET  ITS  TWO  PIPE  LINES.  CRUDE  AND  REFINED.  FROM  THE  OIL  REGIONS  TO  NEW 
YORK  BAY.  THROUGH  THE  STATE  OF  NEW  JERSEY,  AND  NOW  MUST  ABANDON  IT. 
BEC^AUSE  OF  JOINT  OPPOSITION  OF  THE  RAILROADS  AND  OF  THE  STANDARD  OIL 
TRUST. 

**  For  7  years  the  United  States  Pipe  Line  Company  has  endeavored  to  get  its  3 
pipe  lines,  crude  and  refined  oil,  through  the  State  of  New  Jersey  to  the  seaboard 
at  New  York,  hut  has  been  obstinately  opposed  by  the  rail  lines  and  the  Stand- 
ard Oil  Trust  from  crossing  under  railroad  tracks,  although  the  owner  of  the 
fee  right,  while  the  roads  have  an  easement  only.  New  Jersey  courts  have  finally 
decided  that  this  can  not  be  done.    Resulting  consequence  is  that  this  company's 

Eipe  lines  are  being  taken  up,  Philadelphia  made  the  terminus,  and  the  oil  will 
e  barged  to  New  York  J    But  the  Standard  Oil  Trust  have  had  no  trouble,  and 
oven  her  pipe  lines  lie  in  the  road  beds  of  many  railrcMKls. 

**  Lewis  Emery,  jr. ,  of  Bradford,  Pa. ,  producer,  refiner,  and  transporter  of  petro- 
leum, has  this  to  say,  October  5,  1899,  to  a  correspondent: 

"  *  We  are  very  large  manufacturers  of  oil  and  oil  products,  and  feel  the  dis- 
crimination in  rates  over  the  railroads  very  severely  mdeed,  so  much  so  that  we 
are  obliged  to  market  70  per  cent  of  our  products  in  Europe.'" 
An  exhibit  will  show  the  favor  of  railroads  to  exporters.     (Reading:) 

**  ON  AUGUST  1, 1W»,  I5n  PER  CENT  MORE  IS  CHARGED  BY  THE  RAILROADS  TO  CARRY 
GRAIN  FROM  CHfCAGO  TO  NEW  YORK  FOR  DOMESTIC  USE  THAN  EXPORT  FOB 
FOREIGN  CONSl'MPTION.  WITHIN  3  MONTHS.  BY  NOVEMBER  1,  1«»,  DOMESTIC 
RATES  HAVE  BEEN  RAISED  30  PER  CENT  AND  EXPORT  80,  WITH  REBATE  ON 
EXPORT  QUANTITY  SHIPPED." 

* '  The  tariff  sheets  on  file  with  the  Interstate  Commission  to  take  effect  August  1, 
1899,  show  that  in  shipments  of  grain,  Chicago  to  New  York,  the  export  rate  was  U 
cents  per  100  pounds,  while  the  domestic  rate  was  17  cents,  or  50  per  cent  higher 
to  eastern  home  manufacturers  and  consumers.  The  present  rate  on  export, 
November  1,  1899.  is  20  cents  per  100,  as  against  22  domestic,  or  only  10  ^t  cent 
of  a  difference.  Within  8  months,  August  1  to  November  1 ,  1899,  domestic  rates 
have  been  raised  30  per  cent,  while  export  rates  have  advanced  80  per  cent,  and 
the  difference  lx»tween  domestic  and  export  rates  has  been  reduced  40  per  cent 
within  this  8  months.  But  this  apparent  advance  in  export  rates  will  easily  be 
wiped  out  in  a  rebate  on  quantity  shipped,  as  a  substitute  for  a  moneyed  rebate, 
as  follows: 

''Hon.  Franklin  B.  Go  wen,  president  of  the  Philadelphia  and  Reading  Railroad 
Company,  stated  this  before  the  Interstate  Commerce  Commission,  January  17, 
1888: 

*' '  Mr.  Colston.  What  kind  of  a  train  is  that? 

*'  *  Mr.  Gowen.  It  is  a  long  train  of  loaded  cars  which,  though  visible  to  the 
Big[bt  and  susceptible  of  identification  by  all  the  other  senses,  makes  no  impression 
upon  the  manifevsts  of  the  corporation,  and  leaves  no  trace  upon  the  treasury  of 
the  company.  This  gentleman  to  whom  I  allude,  in  search  of  statistics,  was 
struck  with  the  fact  that  in  one  certain  year  the  amount  of  grain  which  left  Bos- 
ton, New  York,  Philadelphia,  Baltimore,  and  Portland  in  vessels  for  Europe,  was 
much  gieater  than  the  aggregate  amount  transported  over  the  railways  from  the 
West  to  those  points  in  the  same  period,  and  yet  he  knew  that  a  large  amount  of 

frain  transported  from  the  West  to  the  East  is  used  for  home  consumption  and 
oes  not  enter  into  foreign  commerce  at  all;  and  the  only  reason  that  he  could 
give  for  this  anomaly  in  statistical  information  was  supplied  by  the  reiwrt  of 
ghost  trains  as  a  favored  method  of  transportation  by  some  celebrated  shippers 
who  were  then  supplying  the  European  demand  for  our  cereals.' 
"Also  said: 

*' "  What  is  a  railway?  A  public  highway — nothing  else.  Just  like  the  rivers. 
The  rivers  are  public  highways.  Nobody  in  this  country,  the  Standard  Oil  Trust 
or  other  inferior  character,  attempts  to  put  a  tourniquet  upon  them.  When  the 
first  public  roads  were  made  in  this  country  they  were  turnpike  or  wagon  roads; 
but  they  were  public  highways.  No  conipany  attempted  to  make  a  different 
charge  for  toll  to  one  man  as  against  another  for  the  like  vehicle.  When  the 
railroad  comi)anies  were  organized  they  took  the  private  property  of  the  citizen, 
under  the  right  of  eminent  domain,  because  the  property  was  taken  for  a  public 
highway  in  trust  for  the  uses  of  the  public;  and  the  first  railway  comi)anies  in  this 
cx>untry  were  organized  simply  with  the  right  to  maintain  a  public  highway  and  to 
charge  a  toll  for  its  use.  It  was  expected  that  the  transporters  should  furnish 
their  own  cars  and  their  own  locomotives  or  horses,  because  originally  the  service 

>  Se«  Mr.  Lee,  p.  267;  Mr.  PhiUips,  p.  683;  Mr.  Emery,  pp.  660-656.  688;  Mr.  Archbold,  p.  S»; 
Mr.  Boyle,  p.  486. 
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on  railways  was  done  by  horses.  Railroads  are  simply  advanced  and  improved 
avenues  of  transportation;  but,  with  reference  to  the  rights  of  the  community  to 
equality  of  rates,  they  preserve  thi'oughout  the  same  features  as  the  rivers  and 
turnpikes.  Now,  why  should  there  be  any  difference  now  existing?  God  made 
the  rivers,  and  man  laid  the  rails,  I  suppose  our  friends  will  say,  and  hence  the 
Standard  Oil  Company  deserves  to  have  the  monopoly  of  low  rates. 

**  •  The  gross  receipts  of  the  railroads  of  this  country,  in  round  numbers,  are 
$800,000,000  per  annum,  and  I  verily  and  honestly  believe  that  $100,000,000  annu- 
ally are  taken  out  of  the  pockets  of  the  people  of  this  country  by  unjust  railway 
discriminations  and  turned  over  to  this  privileged  class — and  this  is  equal  to  a 
tax  of  $2  per  head  paid  by  the  people  for  the  sake  of  building  up  the  new  aristocracy 
of  wealth  that  in  this  free  country  arrogate  to  themselves  the  position  of  the 
nobility  of  the  older  countries.  And  who  compose  this  privileged  class  and 
constitute  this  new  order  of  nobility?  Not  men  of  intellect,  or  genius,  or 
learning,  or  even  of  honest  thrift,  or  patient  industry.  By  no  means.  Cold, 
calculating  men,  who,  by  open  bribery  and  naked  rascality,  secure  the  favor  of 
railroad  officials,  until  tney  wring  $100,000,000  annually  from  the  mass  of  the 
people  and  the  overburdened  industry  of  the  country.  These  are  our  privileged 
classes;  these  are  the  men  whose  patents  of  nobility  are  inscribed  upon  the  rec- 
ords of  a  railway  company — attested  by  the  broad  seal  of  the  corporation  and  coun- 
tersigned by  a  generiu  freight  agent — and  when  people  from  otner  lands  visit  this 
country  and  ask  to  see  our  great  men  we  do  not  say.  This  is  a  man  of  great  intel- 
lect and  genius  and  learning,  or  of  long  descent,  of  kindly  character,  and  great 
charity;  but  we  say,  Behold  the  new  gods,  whom  we  now  worship!  Behold  him 
whom  the  railroads  delight  to  honor,  and  the  limits  of  whose  wealth  we  are  only 
permitted  to  conjecture! 

'"  It  is  utterly  impossible  that  there  can  be  any  success  attending  a  monopoly  of 
natural  products  without  the  aid  of  unjust  discrimination  of  railroad  companies. 
And  only  when  such  unjust  discrimination  ceases  will  all  people  be  placed  on 
terms  of  equsJity. 

*'*  Let  us  suppose  that  in  France  but  one  corporation  handled  80  per  cent  of 
the  wine  grown  in  the  country.  The  grape  grows  all  over  the  country.  You  see 
train  loads  of  wine  in  France  as  frequently  as  you  see  train  loads  of  oil  in  Amer- 
ica. The  price  of  wine  enters  largely  into  and  affects  the  social  and  financial 
condition  of  the  French  people,  just  as  the  price  of  oil  affects  the  interests  of  the 
people  of  this  country  who  produce  it.  I  venture  to  say  that  if  any  such  thing 
existed  in  France  as  one  corporation  controlling  80  per  cent  of  the  wine  manu- 
facture and  traffic  of  the  country  there  would  be  a  French  revolution  within  34 
hours  of  the  discovery  of  the  existence  of  such  a  monopoly. 

"  *  The  system  of  illegal  and  unjust  railroad  rebates  or  freight  discriminations, 
more  than  any  other  social  evil,  has  been  the  source  of  that  unequal  distribution 
of  wealth  which  to-day  confronts  the  country  with  a  menace  greater  than  threat- 
ened by  any  other  social  wrong  or  inequality.  That  the  Standard  Oil  Trust  owes 
its  control  of  the  oil  trade  of  the  country  entirely  through  unjust  and  illegal  dis- 
crimination in  charges  of  railroad  freights.  That  nearly  all  of  its  ^eat  wealth 
and  power  have  been  thus  dishonestly  and  illegally  obtamed.  That  it  is  far  the 
most  conspicuous  eicample  among  the  many  instances  of  the  great  fortunes  made 
by  the  favoritism  of  railway  officials.'" 

The  Standard  Oil  monopoly  is  the  originator  of  the  system  of  devices  for 
rebates  in  the  form  of  commissions,  arbitraries,  billing  underweight,  blind  bill- 
ing, dockage,  lighterage,  terminal  charges,  special-style  tank  cars,  overloading, 
billing  to  intermediate  points  at  the  low  terminal  rate,  stopping  cars  in  transit 
and  delivering  small  lots  at  carload  rates,  *  ghost  trains*  on  wmch  no  freight  is 
paid,  conmiissions  or  rebates  on  all  competitors'  shipments,  shipping  out  from  its 
agencies  to  surrounding  territory  and  paying  no  freight  thereon,  that  to-day  x)er- 
ineates  all  the  arteries  of  commerce  exclusively  in  favor  of  the  trusts,  effectually 
wiping  out  and  closing  up  all  competitive  industries. 

Q.  (By  Mr.  Kennedy.)  Will  you  tell  us  something  about  these  ghost  trains — 
wnat  they  are?  That  is  something  new  to  me. — A.  That  is  what  Mr.  Qowen 
explains  <&t  the  beginning  of  the  quotation  that  I  have  just  put  in.' 

(Reading.)  "These  freight  discriminations  in  favor  of  one  great  trust,  the 
Standard  Oil  trust,  have  enabled  that  concern  to  build,  free  of  cost,  thousands  of 
miles  of  gathering  pipe  lines  in  the  oil-producing  regions,  thousands  of  huge  iron 
storage  tanks,  several  trunk  lines  of  pipe  from  the  oil  regions  to  the  seaboard, 
thousands  of  tank  cars,  and  tens  of  thousands  of  stationary  plants  (represented 
by  local  agencies  located  in  all  parts  of  the  Union),  which  stand  as  a  menace  and 

1  See  p.  740.    See  also  Mr.  Page,  p.  785. 
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a  threat  to  all  coini)etltor8  who  dare  enter  their  8acre<l  domain  in  competition 
with  them. 

**  Whoever  interferes  with  the  natural  laws  which  goyem  or  ought  to  goTcrn 
commerce  iH  a  public  enemy.  No  other  nation  under  the  sun  would  tolerate  for  an 
instant  such  a  destructive  element  within  its  borders.  In  monarcliical  Qennany 
Baron  H.^in  one  short  month,  was  tried,  convicted,  and  sentenced  to  imprison- 
ment for  receiving  a  rebate  from  a  railroad.  In  England  the  owner  of  the  Bass 
breweries  was  found  to  be  receiving  a  rebate,  and  in  24  hours  it  was  stopped  by 
the  railroad  commission.  What  a  contrast,  my  countrymen,  does  oar  land 
present. 

'' '  The  time  to  guard  against  corruption  and  tyranny,'  says  Thomas  Jefferson, 
*  is  bf»fore  they  liave  got  hold  of  us.* 

**That  the  Germans  appreciate  this  wisdom  is  shown  by  the  attitude  of  the 
German  Gtovemment  toward  the  Standard  Oil  Company.  When  some  member 
of  the  Reichstag,  alarmed  by  the  apparition  of  the  original  and  greatest '  octopns,' 
asked  what  the  Government  proposed  to  do.  Count  Posadowsky,  minister  of  the 
interior,  showed  that  the  most  vigorous  and  effective  campaign  possible  had 
already  been  oi>ened.  *  And,'  he  added  *  the  Government  wiU  oppose  abufies  on 
the  part  of  the  Standard  Oil  Company  immediately  and  ruthlessly.' 

"  The  American,  Philadelphia,  February  12, 1898,  has  the  following: 

*"  It  is  often  remarked  that  it  is  impossible  to  make  something  out  of  nothing. 
This  is  indeed  regarded  as  a  truism .  But  when  we  look  at  the  growth  of  the  Stand- 
ard Oil  trust  we  are  inclined  to  doubt  our  senses.  Self-evident  it  is,  indeed,  that  we 
can  not  creatti  something  out  of  nothing,  but  something  very  akin  to  thLs  have  the 
men  behind  the  Standard  Oil  trust  succeeded  in  doing.  They  have  not,  indeed, 
accomplished  the  impossible,  but  they  have  found  someming  better  than  the  alche- 
mist s  etiuation,  something  more  imi)ortant  in  the  accumulation  of  wealth  without 
labor  than  the  ih)8s< 'ssion  of  the  philosopher's  stone.  The  alchemists  sought  to  tnin 
base  metal  into  gold  and  failed;  the  unscrupulous  men  who  organized  the  Stand- 
ard Oil  Company  sought  to  turn  dishonesty  into  gold  and  they  succeeded.  They 
have  not,  intleeu,  discovered  the  undiscoverable  art  of  making  something  out  of 
nothing,  but  they  have  succeeded  in  getting  property  without  creating  it,  in 
enjcmiig  wealth  without  earning  it.' 

*•  The  New  York  Sun,  in  its  financial  article  of  September  4, 1899,  has  this  to 
say: 

"  *  The  Standard  Oil  monopoly  has  sustained  itself  by  getting  possession  of  all 
the  available  crude  iH»trolenm  wells  in  the  country,  and  by  not  raising  the  price 
of  the  refined  oil  s«)  high  as  to  make  other  illuminants  more  desirable  it  has  shnt 
out  C(mii>etition  from  that  quarter.'" 

I  thought  it  well  enough  to  read  that  because  it  comes  from  a  strong  monopoly 
paper. 

(Reading:)  **  Benjamin  F.  Butler  says  this:  '  The  Parliament  of  Great  Britain 
undertook  to  put  a  tax  of  a  i)enny  a  box  on  friction  matches,  which  woald  liave 
increased  the  revenue  about  $.")00,000.  The  i^eople  of  England  revolted  to  such  an 
extent  that  the  government  dare  not  press  it.  The  matcli  was  needed  to  light  the 
petroleiun  lamp.  What  would  be  said  in  Great  Britain  if  their  government  wonld 
allow  a  cori)oration  to  put  a  tax  of  500  per  cent  on  the  means  of  lighting  the  poor 
man's  house  and  the  rich  man's  palace  m  England? 

**  *  Under  that  government  it  would  not  be  borne,  not  an  hour  after  it  was 
known.  Shall  it  t)e  said  that  under  a  republican  form  of  government,  where  the 
people  are  represented  in  making  the  laws,  such  a  monopoly  shall  obtain,  by 
which  men  can  make  fortunes  such  as  were  never  dreamed  of  since  the  days  of 
the  plundering  of  the  world  by  the  proconsuls  of  Rome? ' 

**  To  the  ^reat  credit  of  the  United  States  Supreme  Court,  they  have  taken  a 
broad  and  liberal  view  of  the  Sherman  antitrust  act,  and  decided  that  it  *  applies 
to  and  covers  common  carriers  by  railroad,'  which  adds  vital  importance  to  the 
act,  and,  in  brief,  decided  as  follows:  While  the  statute  prohibits  ail  combinations 
in  the  form  of  trusts  or  otherwise,  the  limitation  is  not  confined  to  that  form 
alone.  All  combinations  which  are  in  restraint  of  trade  or  commerce  are  pro- 
hibited, whether  in  the  form  of  trusts  or  in  any  form  whatever. 

*' SINCE  THE  FEDERAL  ANTITRUST  ACT  TOOK  EFFECT,  1880,  THERE  HAVE  BEEN 
CONSOLIDATED  IM«  RAILROADS,  AGGREGATINQ  68,000  MILES,  OR  ONE-THIRD  OF 
TOTAL. 

"  On  October  7,  President  M.  H.  Vreeland,  of  the  Metropolitan  Railway  Com- 
pany, had  this  to  say: 

*'  *  Probably  in  ncMndustiy  in  the  world  has  consolidation  been  more  active  in 
the  last  10  years  than  in  railroads.  In  fact,  railroad  history  of  that  i)eriod  is  one 
contmuous  record  of  combinations,  amalgamations,  mergings,  leasings,  or  what- 
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ever  terms  lawyers  please  to  give  to  one  and  the  same  thing.    In  the  9  years  since 
1800,  946  railroads,  aggregating  63,000  miles,  have  been  consolidated.' 

'*  Jnst  think  of  it;  946  different  railroads  consolidated  into  a  mammoth  railroad 
trust,  one-third  of  total  railway  mileage,  within  9  years  (passage  of  tho  antitrust 
act) ,  forming  part  and  parcel  of  44  separate  and  distinct  unlawful  associations 
of  rail  and  water  lines  combined,  acting  i|i  entire  unison  with  the  other  lines  for 
the  maintenance  of  railroad  rates,  which  puts  into  the  hands  of  a  few  leading 
men  an  unlimited  and  mighty  power  of  control  over  transportation  rates,  which 
power  they  have  extended  to  the  creation  of  many  industrial  manufacturing 
trusts,  by  which  the  price  of  the  products  thereof  will  be  entirely  regulated  by 
these  men  through  high  tariff  transportation  rates,  that  greater  rebates  shall 
accrue  to  them  from  off  their  own  and  competitive  shipments,  which  completely 
annihilates  competition,  destroys  comx)etitive  industries,  and  the  incentive  to 
embark  in  new  enterprises.  In  other  words,  the  conspiracy  combine  of  rail  and 
trust  officials  now  dictates  to  the  former  competitor  the  amount  of  salary  he  will 
receive  to  help  them  conduct  and  carry  out  their  unlawful  designs. 

"THE  RAILROADS  AND  INDUSTRIAL  TRUSTS  ARE  CAPITALIZED  AT  $18,818,654,031. 

"  The  aggregate  capitalization  of  the  railroads  per  last  official  report  of  the  Inter- 
state Conmierce  Commission  Is  $10,818,554,031.  The  single  State  of  New  Jersey 
hasgiven  life  to  15,000  concerns  with  a  capitalization  of  $8,000,000,000.  For  the 
fiscal  year  ending  October  1,  2,000  corporations  were  chartered  in  this  State,  capi- 
talized at  ^,500,000,000.  Here  is  a  joint  railroad  and  industrial  trust  company, 
capitalized  at  $18,818,554,031,  working  exclusively  in  the  interest  of  each  other. 
Conservative  authorities  estimate  that  one-half  of  this  amount  is  fictitious,  or 
'watered,'  on  which  rail  and  trust  officials  have  enforced,  and  will  continue  to 
enforce,  from  off  the  producer  of  the  soil  and  mine  and  from  off  the  consumer 
and  user  of  general  products,  through  railway  tariff  exactions,  sufficient  revenue 
to  pay  liberaldividends  upon  fraudulent  issues,  representative  waste  paper,  merely 
vignettes  and  nothing  else.  Ruinous  freight  charges  will  be  levied  upon  all  com- 
petitive ^oods  outside  the  combinations  in  order  to  freeze  them  out,  while  Armour 
will  receive  rebates  on  his  beef,  Havemeyer  on  his  sugar,  Morgan  on  his  coal,  and 
Rockefeller  on  oil  and  iron,  wlule  the  dealer  outside  the  trusts  must  ship  at  higher 
prices,  without  rebates  and  without  favor.  Under  the  liberal  laws  of  New  Jersey 
alone  these  15,000  trusts  and  corporations  are  oi)eratingin  every  section  of  Amer- 
ica, and  this  State  has  richly  earned  the  sobriquet  of  *  The  cradle  of  monopolies.' 
With  all  this  vast  wealth  centered  in  one  State,  how  easy  it  is  to  elect  and  manage 
all  the  necessary  political  power  for  the  control  of  all  needed  legislation. 

"■  How  easy  for  this  combination  of  railroad  and  trust  officials  to  so  increase  and 
temporarily  reduce  transportation  rates,  and  thus  materially  affect  net  earnings 
of  the  railways  and  of  the  trusts,  by  which  they  get  a  clutch  on  their  adversaries 
in  stock  gambling  operations,  and  without  nsk,  in  the  purchase  or  selling  of 
stocks  short,  according  to  their  well-matured  plans  and  conspiracies." 

(Reading:) 

"THERE  ARE  TO-DAY  AT  LEAST  44  UNLAWFUL  RAILROAD  TRAFFIC  ASSOCIA- 
TIONS AND  WATER  LINES  COMBINED,  A.CTING  IN  ENTIRE  UNISON  TO  INCREASE 
AND  MAINTAIN  FREIGHT  CHARGES  AND  DISCRIMINATE  IN  FAVOR  OF  THE 
TRUSTS  ON  ALL  RAIL  AND  WATER  TRANSPORTATION  RATES,  IN  VIOLATION 
OF  THE  INTERSTATE-COMMERCE  ACT  AND  OF  THE  FEDERAL  ANTITRUST  ACT.' 

I  will  put  in  as  exhibits  the  following : 

**  By  the  Official  Railway  Guide  of  September,  1899,  there  exist  to-day  44  sep- 
arate and  distinct  illegal  combinations,  composed  of  joint  railroad,  lake,  and 
ocean  steamship  lines,  flius  precluding:  excuse  for  water  competition. 

"  These  several  pooled  traffic  associations  and  freight  committees  (latter  new 
term)  represent  all  the  principal  railroads  and  water  lines  in  the  United  States, 
and  some  of  the  Canadian  railways,  working  unitedly  and  in  unison  for  the  unlaw- 
ful maintenance  of  joint  freight  rates,  both  rail  and  water,  which  is  in  the 
*  restraint  of  trade '  as  forbidden  by  the  Federal  antitrust  act  and  confirmed  by 
the  Supreme  Court. 

"  Section  5  of  the  interstate-commerce  act  reads  as  follows: 

"  *  That  it  shall  be  unlawful  for  any  common  carrier  subject  to  the  provisions 
of  this  act  to  enter  into  any  contract,  agreement,  or  combination  with  any  other 
common  carrier  or  carriers  tor  the  pooling  of  freights  of  different  and  comi)eting 
railroads,  or  to  divide  between  them  the  aggregate  or  net  proceeds  of  the  earnings 
of  such  railroads,  or  any  portion  thereof ;  and  in  any  case  of  an  agreement  for 
the  x)ooling  of  freights  as  aforesaid,  each  day  of  its  continuance  shall  be  deemed 
a  separate  offense.' ' 
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''  The  names  of  these  combinations  are  changed  as  often  as  the  Supreme  Court 
renders  a  decision  against  any  one  of  them  applicable  to  all,  but  the  roads  ^wiU 
not  submit  to  the  act  nor  to  court  decisions. 

**  The  following  steamship  lines  represent  the  Association  of  Lake  Lines: 

"Western  Transit  Company,  owned  by  New  York  Central  and  Hudson  River 
Railroad  Company,  transports  freight  to  and  from  Buffalo  and  Chicago,  touch- 
ing at  Erie,  Cleveland,  Detroit,  and  Milwaukee. 

**  Union  Steamboat  Company,  owned  by  Erie  Railway  Company,  carries  freight 
to  and  from  Buffalo  and  Cnicago,  touching  at  Detroit  and  Milwaukee. 

**  Erie  and  Western  Transportation  Company  (Anchor  Line),  owned  by  Penn- 
sylvania Railroad  Company,  caiTies  freight  to  and  from  Buffalo,  Erie,  Chicago, 
Milwaukee,  and  Lake  Superior  ports,  and  delivers  freight  to  all  railroads. 

"Northern  Steamship  Company,  owned  by  Great  Northern  Railway,  carries 

Passengers  and  freight  to  and  from  Buffalo,  Cleveland,  Detroit,  Diduth,  and  Lake 
uperior  ports,  and  delivers  freight  to  all  railroads. 

**  Lake  Erie  Transportation  Company,  owned  by  Wabash  Railroad.  Its  steam- 
ers run  between  Buffalo  and  Toledo  and  deliver  freight  to  all  railroad  lines. 

"Lehigh  Valley  Transportation  Company,  owned  by  the  Lehigh  Valley  Rail- 
road, and  its  steamers  run  between  Buffalo  and  Chicago. 

"Minneapolis,  St.  Paul  and  Buffalo  Steamship  Company,  owned  by  the  Min- 
neapolis, St.  Paul  and  Sault  Ste.  Marie  Railroad  Company,  which  is  controlled  bv 
the  Canadian  Pacific  Railway  Companv,  carries  freight  between  Gladstone  ana 
Buffalo  and  delivers  same  to  all  railroad  lines. 

**  Cleveland  and  Buffalo  Transit  Company;  Detroit  and  Cleveland  Navigation 
Company;  Lackawanna  TransiM)rtation  Company;  Port  Huron  and  Wa^bum 
Line:  Lackawanna  Green  Bay  Line;  Wilson  Transit  Company;  Union  Transit 
Companv;  Fleming  Line. 

"  In  addition,  the  following  water  lines  are  combined  with  railroad  associations 
and  freight  committees: 

"  Plant  System  of  steamers,  operating  1,283  miles  of  water  lines;  New  York  and 
Baltimore  Transi)oi*tation  Line;  Baltimore,  Chesax)eake  and  Richmond  Steam- 
boat Company;  Merchants  andMiners' Importation  Company;  Detroit  and  Cleve 
land  Navigation  Company;  New  York  and  Texas  Steamship  Company;  Old  Domin- 
ion Steamship  Company;  Cromwell  Steamship  Company;  Atlantic  Coastline; 
Ocean  Steamsliip  Company;  Red  River  Line. 

"  This  Official  Railway  Guide  also  contains  the  Canadian  Freight  Association, 
composed  of  all  the  railways  and  principal  water  lines  of  Canada,  which  are  in 
collusive  alliance  with  our  unlawful  pooling  railway  combinations,  as  represented 
in  said  association  by  the,following  American  lines,  such  as  the  New  1l  ork  Cen- 
tral and  Hudson  River,  Michigan  Central,  Delaware  and  Hudson,  Boston  and 
Maine,  Central  Vermont,  Maine  Central,  Great  Northern,  Northern  Pacific  and 
Manitoba,  which  roads  are  linked  with  Canada^s  water  ways,  such  as  the  St.  Law- 
rence Steamboat  Companv,  Lake  Ontario  Steamship  Company,  Merchants'  Line 
of  Steamers,  Northwest  Transportation  Company,  6ay  of  Qumte  Line  of  Steam- 
ers, Bay  of  Quinte  Railwa3r'  and  Navigation  Company,  forming  a  gigantic  trust 
and  pool  of  rail  and  water  lines  of  America  and  Canada  to  increase  and  maintain, 
without  competition,  unlawful  transportation  rates  in  the  United  States,  which 
is  in  *  restraint  of  trade,'  in  violation  of  the  Federal  antitrust  act,  and  also  in  viola- 
tion of  the  interstate-commerce  act. 

*'  The  following  are  the  water  lines  in  the  above  association: 

**  The  Clyde,  New  England  and  Southern  lines,  Portland  Steamship  Company, 
Goodrich  Transportation  Company,  Lake  Michigan  and  Lake  Superior  Transpor- 
tation Company,  Northern  Michigan  Transportation  Company. 

"October  1,  1889,  the  Transcontinental  Association,  composed  of  21  lines  of 
railroad,  including  the  Canadian  Pacific  Railway,  made  an  agreement  with  the 
Pacific  Mail  Company  to  pay  them  $900,000  per  annum  for  the  privilege  to  fix  all 
freight  and  passenger  rates,  both  steamship  and  rail,  both  ways,  between  New 
York  and  San  Francisco,  '  and  that  no  through  freight  or  passengers  shall  be 
taken  except  at  prices  fixed  by  the  party  of  the  first  part  (Transcontinental 
Association),  or  oy  its  consent.'  (B  194.)  No  question  of  doubt,  a  similar 
anangement  is  in  practical  effect  to-day. 

**  November  28,  1890,  this  same  association  agreed  with  the  Canadian  Pacific 
Railwav  Company  to  pay  them  $500,000  per  annum  *to  maintain  the  rates  and 
rules  of  the  Transcontinental  Association  as  in  force  on  the  direct  United  States 
lines.'  Benjamin  Brewster  and  Henry  M.  Flagler,  then  trustees  of  the  Standard 
Oil  Trust,  were  also  directors  in  the  Chicago,  Kock  Island  and  Pacific  Railroad, 
one  of  the  roads  in  the  combine,  while  Oliver  H.  Payne,  former  treasurer  of  the 
Standard  Oil  Trust,  was  a  director  in  the  Pacific  Mail  Company.     (B  196.) 
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"  Judge  Willis,  of  St.  Paul,  Minn.,  in  addressing  the  new  grand  jury  on  Jan- 
uary 9, 1897,  has  this  to  say: 

'*  *  The  government  of  this  State  is  divided  into  3  dei)artment8 — the  legislative, 
executive,  and  judicial.  All  of  these  departments  are  proximately  connected 
with  the  common  people.  To  the  legislature  any  q^ualified  elector  may  be  chosen. 
In  the  executive  department  the  same  rule  of  eligibility  exists.  In  the  judicial 
department  none  but  men  learned  in  the  law  can  be  selected  for  the  judiciary 
itself;  but  in  order  to  link  that  department  closely  to  the  people  it  has  oeen  pro- 
vided that  grand  juries  should  be  vsummoned  from  time  to  time,  and  that  to  them 
should  be  committed  the  duty  and  prerogative  of  scanning  the  conduct  of  all 
members  of  society  and  making  such  accusations  as  would  correct  the  evils  in 
society  which  amount  in  their  enormity  to  crimes.  Consequently  you  have  the 
whole  field  of  society  before  you. 

"  *  You  must  bear  in  mind  that  when  criminality  rears  its  head  and  becomes 
dangerous  to  society  it  does  so  because  the  people  themselves,  represented  in  the 
grand  juries,  fail  to  execute  with  vigor  the  judicial  department  of  the  govern- 
ment. As  grand  jurors  you  are  officials  of  the  judicial  dei)artment  of  the  State 
government.    A  weighty  resnonsibility  rests  upon  you. 

*'  *  The  literature  of  our  day,  both  transitory  and  permanent,  is  filled  with 
denunciations  of  those  enormous  aggregations  of  capital  which  threaten  to  destroy 
not  only  the  symmetry  of  our  social  conditions,  but  the  essential  nature  of  those 
social  conditions.  We  hear  much  of  trusts  and  of  combinations,  of  railway  pools, 
and  of  associations  which  are  detrimental  to  the  public  benefit.  Now,  if  the 
g^and  jury  retains  the  vigor  and  essential  patriotism  which  constituted  the  fathers 
of  the  Republic,  all  these  abuses  will  be  annihilated. 

"  '  It  is  a  mere  idle  performance  for  the  people  to  claim  patriotism  when  they 
themselves  countenance  and  tolerate  the  most  flagrant  abuses. 

'*  *  It  is  indeed  a  performance  of  questionable  propriety  to  stand  in  the  market 
place  or  upon  the  public  rostrum  and  bewail  the  existence  of  abuses  and  the  oppres- 
sions of  financial  and  commercial  tyrants  instead  of  setting  the  judicial  machinery 
known  as  the  grand  jury  in  operation  for  the  correction  of  these  abuses  and  for 
the  dethronement  of  the  tyrants.  A  grand  jury  should  realize  its  power;  should 
comprehend  its  functions;  should,  like  Siegfried  in  Wagner's  great  drama,  take 
up  the  sword  and  proceed  to  fight  the  dragon.' 

**  Section  5370,  Revised  Statutes  of  the  United  States,  reads  as  follows: 

*'  *  Every  person  who,  upon  the  high  seas,  or  in  any  open  roadstead,  or  in  any 
haven  or  basin,  or  bay,  or  in  any  river  where  the  sea  ebbs  and  flows,  commits  the 
crime  of  robbery  in  or  upon  any  vessel,  or  upon  any  ship's  company  of  any  vessel, 
or  the  lading  thereof,  is  a  pirate,  and  shall  suffer  death.' 

**THB  ONLY  EFFECTUAL  REMEDY  TO  CURE  EXISTING  COMMERCIAL  EVILS  IS  GOV- 
ERNMENT OWNERSHIP  OF  RAILROADS,  PURCHASED  ON  THE  CREDIT  OF  THE  PEO- 
PLE, BOND  ISSUES. 

*'  With  12  years'  patient  trial  of  the  interstate-commerce  act  and  9  years  of  the 
Federal  antitrust  act  this  seems  to  be  the  only  effectual  remedy  left,  for  gross 
freight  discriminations  and  rebates  continue  to  date,  and  we  have  not  only  an  epi- 
demic, but  a  plethora  of  trusts. 

**  Why  should  not  the  people  own  the  railroads  instead  of  being  owned  and  con- 
trolled by  an  autocratic,  arbitrary  few,  and  get  from  these  bandit  chiefs  and 
robber  barons  their  properties  back,  their  several  rights  of  eminent  domain,  the 
basis  of  the  railways,  which  were  parted  with  only  in  trust  for  the  public  use  for 
guaranteed  equality  in  transportation  rates  and  privileges,  and  now  so  ignored 
and  ruthlessly  disregarded,  and  by  which  these  men  dictate  the  terms  and  levy 
their  tributary  exactions  as  they  see  fit  on  the  entire  commerce  of  this  country 
through  these  high-rate,  ironclad  tariff  sheets,  which  must  be  complied  with  or  no 
one  can  ship? 

**If  the  railroads  were  purchased  at  their  actual  appraised  worth,  for  value 
received,  with  all  the  barnacles  scraped  off — all  fictitious  and  watered  stocks — 
with  the  created  Government  bonds  of  the  i)eople,  or  consols  with  no  time  limit 
of  payment,  same  as  Great  Britain,  bearing  2  or  2^  per  cent  interest,  present  rail- 
road f  reij^hts  could  be  reduced  at  least  one-half  and  passenger  rates  not  to  exceed  1 
cent  a  mile,  and  easily  pay  interest  and  all  expenses,  and  set  aside  the  necessary 
surplus  for  bond  liquidation,  if  so  desired,  so  that  the  greatest  good  shall  accrue  to 
the  greatest  number." 

And  you  can  get  rid  of  this  political  bugbear,  centralization,  and  all  that.  Just 
disfranchise  the  railroad  employees.  There  are  only  about  800,000  of  them,  and 
there  are  1,000,000  men  to-day  that  do  not  vote.  Then  you  would  get  rid  of  all  the 
political  end  of  it. 
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Q.  (By  Mr.  Kennedy.  )  Are  you  in  favor  of  disfranchising  the  800,000 employeeB 
of  the  railroads  of  this  country? — A.  Yes;  in  order  to  take  tiie  question  out  of 
politit'al  power  or  influence. 

Q.  You  would  be  in  favor  of  disfranchising  those  800,000  worldngmen?— A. 
Certainly  I  would;  yes,  of  course.    There  would  be  plenty  of  voters  left. 

Q.  (By  Senator  kylb.)  Do  you  not  think  that  this  proiK>sed  remedv  would  be 
absolutely  impracticable? — A.  Why,  if  that  is  the  best  remedy,  I  think  it  is  prac- 
ticable. You  can  get  plenty  of  men  to  take  the  position,  and  that  will  take  it  oat 
of  politics. 

Q.  (By  Mr.  Kennedy.)  Do  yon  think  that  theycould  getplentv  of  men  to-day 
who  would  be  willing  to  be  disfranchised? — A.  Why  certainly;  why  not? 

Q.  Do  you  know  any  man  in  the  United  States  that  would  be  in  favor  of  it?— 
A.  I  should  say  there  would;  why  not?  The  greatest  good  for  the  greatest  num- 
ber, you  know.    What  harm  is  there  in  it? 

O.  They  are  citizens  of  this  country? — A.  How  are  the  citizens  of  this  District 
right  here?    They  can't  vote;  the  residents  of  this  town  can*t  vote. 

(Reading:)  "  If  the  money  already  spent  and  to  be  spent  in  our  more  than  use- 
less foreign  war  had  been  expended  in  the  purchase  of  the  railways  for  the  relief 
of  70,000,000  of  our  own  oppressed  home  subjects  instead  of  foreigners,  how 
much  better  it  would  have  been.    Under  such  a  condition  every  citizen  would  be 

Eut  on  perfect  footing  as  to  equal  transportation  rates  and  privileges,  with  much 
igher  prices  to  the  producer,  without  mcrease  in  price  to  the  consumer,  for  all 
the  necessaries  of  life,  because  rebates  and  freignt  discriminations  would  be 
eliminated.  The  value  of  personal  and  realty  holdings  would  also  thus  be  greatly 
enhanced,  and  then  there  would  actually  come  an  era  of  that  real,  genuine 
prosperity  so  much  desired  by  the  American  people,  and  not  be  exclusively 
monopolized  in  the  interest  of  tne  selfish  minor  few.  It  is  a  deplorable  and  dan- 
gerous situation. 

**IP  THE  PEOPLE  CAN  NOT  GET  JUSTICE  AND  ARE  NOT  SOON  RELIEVED  OP  THE 
BURDENS  AND  CONSPIRACY  OPPRESSIONS  IMPOSED  BY  THE  RAILROADS  AND  THE 
TRUSTS,  IN  OROSS  VIOLATION  OF  THE  LAWS  OF  THE  LAND,  MATTERS  MAY  ASSUME 
AN  UGLY  SHAPE. 

'*  A  century  ago  the  American  colonies,  goaded  to  despair  by  long-continned 
injuricH,  insults,  and  exactions,  broke  the  fetters  that  had  bound  them  for  many 
years,  and,  appealing  to  the  Supreme  Ju^^  of  the  World  for  the  rectitude  of 
their  intentions,  'assumed  amongst  the  i)owers  of  the  earth  the  separate  and 
e<iual  station  to  which  the  laws  of  nature  and  of  nature's  God  entitled  them.' 
In  that  renowned  Declaration  of  Independence  our  forefathers  asserted  'that 
when  a  long  train  of  abuses  and  usurpations,  pursuing  invariably  the  same 
object,  evinces  a  design  to  reduce  them  under  absolute  despotism,  it  is  their  right, 
it  is  their  duty,  to  throw  off  their  oppressors  and  to  provide  new  guards  for  future 
security.' 

"  The  last  resort  is  for  the  people  to  retake  into  their  own  hands  the  iwwer  that 
has  been  delegated  and  abused.  Vigilance  committees  have  more  than  once  had 
a  purifying  influence.  There  may  be  conditions  which  will  a^ain  render  th^n  a 
necessity.  There  is  a  limit  to  human  forbearance.  Has  that  limit  yet  been 
reached? 

''  I  am  free  to  assert  that  unless  some  drastic  measures  are  soon  taken  to  do  jap- 
tice  for  the  people  the  end  will  come  in  an  ugly  shape.  The  colossal  fortunes 
that  have  been  piled  up  as  a  result  of  the  advantages  enjoyed  by  the  few  and 
deni(»d  to  the  many  represent  just  that  much  money  coined  from  the  blood  sweat 
of  the  masses.  I  do  not  believe  any  system  will  be  permitted  to  exist  which 
allows  one  man  to  accumulate  a  fortune  of  $400,000,000  to  $500,000,000,  while  mil- 
lions of  his  fellow-creatures  are  suffering  for  the  bare  necessities  of  life. 

'•  Every  great  wrong  upon  the  people  can  be  traced  back  to  the  greed  and  sel- 
fishness of  the  men  who  have  cornered  the  resources  of  the  earth,  who  keep  the 
*  corner'  intact  by  reason  of  an  illicit  power  bestowed  upon  them  by  cormpt 
officials,  who  for  the  time  being  constituted  the  state.  These  criminal  monopo- 
lies would  be  impossible  if  officials  who  administer  the  laws  performed  their 
sworn  duty  to  the  people.  But  they  persistently  refuse  to  do  this.  Men  may  im- 
poverish themselves  in  an  effort  to  secure  riehts  which  the  constitution  gives  to 
them,  but  for  want  of  an  official  execution  those  rights  are  denied  them.  This  is 
a  condition  wholly  incompatible  with  the  principles  ui)on  which  our  Qovemmeiit 
IS  founded,  and  should  not  continue.  The  people  will  soon  throw  off  the  yoke  if 
relief  does  not  soon  come.  They  have  a  right  to  life  and  some  of  its  enjoyiuents. 
Tli(»y  have  the  former,  but  only  because  it  is  necessary  to  the  furtherance  of  the 
ends  of  the  selfish  rich.    As  to  the  enjoyments  of  life,  look  for  them  in  the  pov- 
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erty  of  the  common  people  and  find  them  not.  The  people  of  this  conntry  are  its 
sovereigns,  and  it  is  not  only  a  crime,  but  a  monstrous  crime,  to  rob  them  so  fla- 
grantly and  with  so  much  persistence. 

"  The  voice  of  genius  has  sent  a  trumx)et  blast  in  response  to  the  cry  of  the 
oppressed.  The  dawn  of  emancipation  should  be  near  at  nand.  There  is  a  rebel- 
lious spirit  stirring  within  the  people  which  may  burst  into  a  whirlwind  of  wrath. 

"  *  The  man  with  the  hoe,*  whose  terrible  aspect  Professor  Markham  has  so 
powerfully  portrayed,  may  yet  hoe  his  row,  throw  off  his  burden,  and  deliver  his 
tellow-man  from  the  toils  of  the  downtrodden  and  oppressed." 

Q.  (By  Mr.  Kennedy.)  Do  you  expect  or  hope  for  any  deliverance  from  **  The 
man  with  the  hoe?  " — A.  Their  vote  is  just  as  good  as  anybody  else's,  and  it  is  the 
vote  that  is  going  to  regulate  it. 

Q.  Do  you  exi>ect  intelli^nt  deliverance  from  any  evils  from  such  a  source 
as  that? — A.  Do  you  not  thmk  that  there  are  a  great  many  men  with  a  hoe  that 
have  as  good  intelligence  as  anybody? 

Q.  Not  the  one  that  is  pictured  by  Professor  Markham. — A.  Well,  I  do  not 
know  about  that. 

Q.  (By  Senator  Kyle.)  Have  you  any  further  statement  that  you  desire  to 
make? — ^A.  Mr.  Archbold  reads  a  letter  nt>m  J.  M.  Gulp,  traffic  manager  of  the 
Southern  Railway  Company,  in  which  he  emphatically  denies  that  the  Southern 
Railway  Ck>mpany  has  at  any  time  given  to  the  Standard  Oil  Company  or  any  of 
its  representatives  "  any  lower  rates  of  freight  in  the  carriage  of  shipments  made 
by  that  company  over  our  rails,  either  by  direct  tariff,  refund,  or  otherwise,  than 
to  any  other  shippers  of  similar  commodities."  I  am  unable  to  give  a  specific 
case  of  freight  discrimination  over  this  line  in  favor  of  the  Standard  Oil  Trust, 
but  will  answer  Culp's  specific  denial  in  a  more  general  and  comprehensive  form 
by  reference  to  the  letter  of  Receivers  Cowen  and  Murray,  in  which  they  say 
that "'  within  the  territory  north  of  the  Ohio  River  and  east  of  the  Mississippi" 
the  railroad  carriers  are  making  "  illegal  concessions  through  secret  rates,  draw- 
backs, rebates,  and  other  devices." 

The  Southern  Railway  Company  is  connected  with  and  is  a  member  of  the 
following  unlawful  freight  associations:  The  Louisville  Freight  Committee,  the 
Southeastern  Freight  Association,  the  Southeastern  Mississippi  Valley  Associa- 
tion, the  Virginia  Freight  Traffic  Association;  the  Southern  Iron  Committee,  and 
the  Baltimore  Freight  Committee. 

Through  the  Louisville  Freight  Committee  and  the  Baltimore  Freight  Commit- 
tee the  Southern  Railway  Company  is  pooled  with  rail  lines  that  cover  the  territory 
north  of  the  Ohio  and  east  of  tne  Mississippi,  such  as  the  Pennsylvania  Railroad 
Company,  the  Baltimore  and  Ohio  Railroad  Company,  the  Chesapeake  and  Ohio, 
the  Big  Four,  the  Illinois  Central,  and  others.  Cowen  and  Murray  say  that  these 
lines  of  road  were, in  December  last, grantingsecret  rates, drawbacks, rebates,  etc. 
Then  it  stands  to  reason  that  the  Southern  Kailway  Company  followed  suit.  If 
any  kind  of  rebates  in  any  shape  or  form  are  given,  you  can  rest  assured  that  the 
Standard  Oil  Trust  gets  the  lion's  share,  as  fully  exposed  by  me. 

"  PLEASE  TURN  ANOTHER  SCREW." 

This  seems  to  me  an  opportune  time  to  show  this  commission  the  original  letter 
written  by  the  Chess  Carley  Company — ^but  1  recall  I  have  already  shown  you 
that. 

Q.  (By  Mr.  Farquhar.)  In  the  investigation  by  the  Bacon  committee  of  Con- 
gress, in  1888,  when  that  cmestion  was  put,  and  you  were  present  and  gave  testi- 
mony at  the  same  time,  Mr.  Qowen  presented  this  letter  of  the  Chess  Carley 
Company  to  Mr.  Culp,  and  Mr.  Culp,  under  oath,  gave  testimony,  as  found  in  this 
volume  here;*  and  they  also  furnished,  at  the  same  time,  the  tariff  that  was  pub- 
lished and  in  effect  at  that  time,  showing  that  there  was  no  discrimination  against 
you  in  any  way  whatever,  and  that  there  were  equal  rates  all  around  the  board. — 
A.  At  that  time;  at  that  particular  time? 

Q.  At  that  particular  time;  at  the  time  you  gave  testimony  here  in  respect  to 
this  letter  written  by  Hathaway? — A.  He  testified  that  there  were  no  discrimina- 
tions? 

Q.  There  was  not  any  discrimination  at  all;  the  testimony  showed  the  published 
sheet  of  the  regular  rate,  and  the  road  made  an  explanation  of  what  was  called 
"  putting  the  screw  on." — A.  Very  lame;  vei'y  lame  explanation. 

Q.  But  still  it  is  sworn  evidence;  it  is  here?— A.  Why,  here  are  lots  of  letters. 

Q.  Well,  here  is  the  letter  here  in  evidence,  too. — A.  Oh,  yes;  that  is  all  right; 
that  is  all  right. 

'  Fiftieth  Congress,  first  session,  Houee  Reports,  vol.  9,  p.  6S1.  See  an  extract  in  the  present 
volume,  p.  764. 
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Q.  And  there  was  the  man  subjected  to  cross-examination  at  that  time,  and 
that  stands  out  in  entire  antagonism  to  your  evidence  here  to-day V  ^ — A.  Well, 
the  people  can  believe  Mr.  Culp  against  me  if  they  want  to;  that  is  all. 

Q.  Well,  what  is  the  commission  to  do?  That  is  the  question.  Here  is  the 
Congressional  evidence  l)efore  us;  what  are  we  to  do?  There  ought  to  be  a  ref- 
erence to  this  testimony  here  in  the  records  in  some  way.  I  want  to  ask  you 
another  question,  too;  and  that  is  in  respect  to  the  testimony  that  you  heard  at 
the  same  time  offered  by  Mr.  Carley  himself,  in  his  vindication  of  this  thing, 
that  he  had  never  got  a  rate  at  that  time  discriminating  in  any  way  whatever, 
which  is  also  sworn  testimony  of  a  reputable  witness  outside. — A.  Who  is  a  rep 
utable  witness?    Do  you  call  Carley  a  reputable  witness? 

Q.  Well,  you  can  not  call  him  otherwise;  the  Congressional  committee  took 
it. — A.  They  can  if  they  want  to.    I  do  not  believe  it. 

Q.  It  is  given  in  the  Bacon  report. — ^A.  I  would  not  believe  either  one  of  those 
men;  that  is  my  experience  witn  them,  you  know;  I  would  not  believe  either  one 
of  them. 

Q.  I  merely  desired  to  call  vour  attention  to  it. — A.  That  is  all  right. 

Q.  Because  many  of  the  exhibits  are  in  sworn  testimony. — ^A.  The  people  can 
take  what  thev  believe  of  that,  and  believe  what  they  are  a  mind  to.  I  am  telling 
the  truth  absolutel>[,  without  the  shadow  of  a  doubt,  by  solid  exx)erience.  There 
is  not  any  question  in  regard  to  it  whatever.  There  is  not  any  question  that  they 
raised  the  rates  on  me  50  per  cent  within  5  days.  I  have  had  men  tell  me  that 
they  would  shoot  such  a  man  as  that.  There  is  not  language  strong  enough  to 
expre.ss  a  man's  disgust  at  the  execution  of  our  laws.  How  any  man  can  excuse 
such  men  or  have  any  belief  in  them  I  can't  understand,  that  will  do  such  out- 
rageous things. 

Q.  (By  Mr.  Clarke.)  Do  you  recommend  shooting  as  a  remedy? — ^A.  I  think  it 
will  come  to  something  of  that  kind  if  you  can  not  get  relief.  What  did  our  col- 
onists do  over  in  Boston?  They  threw  the  tea  overboard,  did  they  not,  because 
of  oppression?    We  are  just  as  much  oppressed  to-day  as  they  were,  and  more  so. 

UNLAWFUL  ASSOCIATIONS. 

The  Baltimore  and  Ohio  Railroad  Company  are  meml)ers  of  the  following 
unlawful  associations.  I  want  to  say  this  because  the  Cowen  and  Murray  letter 
has  been  put  in  here,  and  Mr.  Cowen  has  been  here  on  the  witness  stand  and 
explained  it;  and  I  want  to  show  that  they  are  members  of  what  I  call  unlawful 
associations  in  keeping  up  rates.  The  Baltimore  and  Ohio  Railroad  Company,  by 
the  official  railway  ^ide  which  I  put  in  here,  the  best  evidence  in  the  world,  are 
members  of  the  Chicago  Freight  Committee,  the  Chicago  Railroad  Association. 
Eastern  Railroad  Association,  Middle  States  Freight  Association,  Trunk  Line 
Association,  Western  Pennsylvania  and  Eastern  Onio  Railway  Traffic  Associa- 
tion, Wheeling  Freight  Committee,  Baltimore  Freight  Committee,  General  Man- 
agers' Association  of  Chicago,  Mansfield  Freight  Committee,  Middle  States 
Lumber  Association,  Ohio  Coal  Traffic  Association,  Sandusky  Freight  Committee. 

I  want  to  say  right  here  that  about  every  time  a  decision  is  rendered  by  the 
Supreme  Court  of  the  United  States  against  any  one  of  these  associations,  the 
others  change  their  names  immediately;  they  are  not  incorporated,  and  they  can 
change  them  very  easy,  so  they  can  get  rid  of  all  their  past  unlawful  acts. 

RELATIONS  BETWEEN   RAILROADS   AND  THE  STANDARD. 

In  the  late  reorganization  of  the  Baltimore  and  Ohio  Railroad  Company  within 
the  last  few  months,  Henry  Clay  Pierce,  of  St.  Louis,  president  of  the  Waters- 
Pierce  Oil  Company,  Standard  Oil  Trust,  is  made  a  director. 

Q.  (By  Mr.  Farquhar.)  Do  you  think  that  it  is  well  enough  for  these  persons 
that  are  large  owners  of  stock,  I  mean  Standard  Oil  stock  and  all  that,  to  make 
investments  in  all  these  other  things;  is  it  not  natural  for  business  men  to  do 
that? — ^A.  It  looks  rather  suspicious,  you  know,  when  you  come  to  see  all  these 
men  going  into  railroads ,  these  big  shippers ;  it  looks  very  suspicious.  Mr.  Archbold 
falsely  asserts  when  he  states  that  pipage  rates  were  included  in  the  rail  ratee 
on  the  Cleveland  and  Marietta  Railroad.'-  The  absolute  truth  is  that  this  railroad 
charged  me  85  cents  a  barrel  on  my  x)etroleum  shipments,  while  it  only  charged 
the  Standard  Oil  Trust  10  cents  a  barrel;  confirmed  by  the  receivers  of  the  rail- 
road, its  counselor,  Ex-Judge  Rapello,  and  by  the  decision  of  Judge  Baxter.  This 
difference  or  overcharge  on  my  shipments  was  taken  from  the  treasury  of  the 
railroad  and  paid  over  to  the  Standard  Oil  Trust. 

1  See  pp.  704,  706.  «  See  Mr.  Arcbbold,  pp.  556-55©;  Mr.  Rice,  pp.  lO^TH. 
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Phineas  Pease,  the  receiver  of  this  railroad,  allowed  the  Standard  Oil  Trust  to 
lay  its  pipe  lines,  not  only  in  the  roadbed's  right  of  way,  but  also  across  passen- 
ger bridges,  to  assist  it  to  convey  crude  oil  from  the  Macksburg  oil  fields  to 
Parkersbnrg,  W.  Va.,35  miles,  where  the  trust  had  a  large  refining  plant,  and 
by  this  means  deprived  the  road  of  Standard  Oil  transportation.  In  1885  when  I 
wanted  to  simply  cross  once  with  my  ^ipe  line  under  the  tracks  of  this  same 
road,  which  I  had  the  le^al  ri^ht  to  do,  in  order  to  reach  the  Muskingum  Biver 
and  thence  barge  my  oil  to  Marietta,  I  was  confronted  by  a  telegram  from 
Pease  to  desist  from  laying  my  pipe  thereunder.  I  did  not  obey.  A  competing 
pipe  line  from  Parkersburg  tried  to  reach  the  Macksburg  oil  fields,  and  was  pre- 
vented from  so  doing  by  this  same  railroad.  But  the  Standard  Oil  Trust  could 
get  everything  they  wanted;  no  objection  at  all. 

In  November,  1887,  7  or  8  months  after  the  interstate  commerce  act  took  effect, 
I  proved  before  the  Interstate  Commerce  Commission  that  I  was  then  paying 
more  than  4  times  as  much  freight  as  the  Standard  Oil  Trust  on  shipments  of  ou 
to  Birmingham,  Ala.,  where  I  had  an  agency.  I  paid  59  cents  per  100  pounds  on 
400  pounds  to  the  barrel,  which  was  $2.36;  the  Standard  Oil  Company  only  paid 
16 A  cents  x>er  100  on  315  pounds  of  bulk  oil,  which  amounted  to  52  cents  and  9 
milis,  as  against  my  $2.86.    The  discrimination  was  346  x>er  cent. 

ACCUSATIONS  AGAINST  THE  WITNESS. 

I  want  to  say  just  a  little  in  reply  to  what  Mr.  Archbold  said  about  me  here: 

(Reading  from  a  paper:)  "  In  reply  to  Mr.  Lockwood,  Mr.  Archbold  dealt  at 
len^h  with  the  Matthews  and  Bice  cases,  which  Mr.  Lockwood  had  instanced 
to  snow,  as  he  claimed,  that  the  Standard  Oil  Company  controlled  the  courts. 
Mr.  Archbold  claimed  in  effect  that  these  suits  had  been  brought  to  compel  pur- 
chase. He  asserted  that  in  the  Bice  case  Bice  had  tried  to  induce  him  to  buy  his 
plant  at  Marietta,  Ohio,  for  $500,000,  when  it  was  not  worth  $25,000,  and  had 
agreed  to  see  that  prosecution  in  certain  cases  was  stopped  in  case  the  deal  was 
made,  claiming  that  he  had  sufficient  infinence  to  accomplish  this  result.  He 
expressed  the  opinion  that  Bice  was  employed  as  an  agitator  by  the  enemies  of 
the  Standard  Company.'  Mr.  Bice  was  present  in  the  room,  and  it  is  understood 
will  reply  later." 

I  want  to  say  right  here  that  no  man  in  this  country  has  ever  put  up  a  dollar  to 
aid  me  in  any  fight  I  have  had  with  the  Standard  Oil  Trust  or  railroads  of  this 
country.    The  statement  is  false. 

Q.  (By  Mr.  A.  L.  Harris.)  Did  you  ever  offer  to  sell  out  for  $500,000?  A.— I 
did.  1  will  explain  that.  They  onered  me  $250,000  in  1882;  and  negotiations 
were  started  again,  in  1886  or  1887,  about  the  time  I  was  trying  to  get  some  Stand- 
ard Oil  Trust  certificates,  which  1  owned,  transferred  to  my  name.  They  refused 
to  make  the  transfer.  I  want  to  read  these  extracts  just  a  little  bit  before  I  do 
anything  else.    This  is  another  account  of  Mr.  Archbold's  testimony. 

**  He  dwelt  particularly  on  the  claim  that  Mr.  Bice  had  been  discriminated 
against  by  the  railroads  m  the  matter  of  rates,  and  that  the  Standard  Oil  Com- 

Stny  had  made  the  railroads  divide  with  them  the  charge  they  had  collected  from 
r.  Bice.  Mr.  Archbold  admitted  that  their  agent  had  received  something  like 
$250  in  this  way,  but  said  the  money  had  been  refunded  to  the  railroad  on  the 
advice  of  their  lawyer. 

*•  Mr.  Archbold  charged  Mr.  Bice  with  running  his  business  not  for  the  legiti- 
mate profits  in  it,  but  for  the  purpose  of  selling  out  to  the  Standard  people  at  an 
immense  profit." 

Mr.  Archbold  also  read  to  this  commission  certain  extracts  from  the  testimony 
I  gave  last  February  at  the  Ohio  investigation,  with  the  avowed  purpose  of  show- 
ing that  I  am  a  blackmailer.^  The  ground  of  this  accusation  is  that  I  asked  less 
for  my  refining  plant  at  an  early  date  than  subsequently,  when  I  had  increased 
the  capacity  of  my  plant  to  5  times  what  it  was  at  tiie  time  the  lesser  prices  were 
given,  and  I  had  not  included  my  producing  properties.  Now,  just  think  of  it, 
gentlemen;  and  Mr.  Boyle  reiterates  it  in  his  testimony. 

In  March  last  at  the  Ohio  investigation  they  engineered  a  scheme  to  put  Arch- 
bold forward  to  denounce  me  with  great  vehemence  as  a  blackmailer,  in  order  to 
divert  public  attention  from  the  real  questions  at  issue,  and  commenced  at  once 
their  vicious  attack  on  me  at  the  fourth  question.  This  charge  of  blackmail  is 
only  a  continuation  of  their  oft-recited  and  only  stock  in  trade  against  me  for  18 
years.  In  1881,  in  their  red-lettered  pamphlet  entitled  "  Black  death,"  issued  by 
the  Standard  Oil  monopoly,  a  facsimile  of  mine,  they  charged  me  on  the  upper 
marginal  part,  page  2,  with  blackmail,  and  have  kept  up  this  tirade  of  abuse  ever 


1  See  p.  669.  ^  Bee  pp.  661, 602. 
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Binco,  for  the  avowed  purpose  of  prejudicing  the  public  mind  against  me.  Whv 
is  it  that  they  still  keep  it  np,  not  onl^  throngh  trust  officials  direct,  but  through 
their  special  mouth  organ,  the  Oil  C^ty  Derrick,  although  mv  refinery  has  not 
Ixien  running  for  3^  years  to  interfere  with  their  high-priced  oil?  On  page  3  they 
admit  my  oil  refinery  alone  to  be  worth  $50,000  in  1881.  It  is  fair  to  presume  that 
they  would  have  naid  me  double  this  price  at  that  early  date,  when  so  willing  to 
state  its  worth  publicly.  How  silly  and  ridiculous  it  is  for  these  hundred-miluon 
millionaires  to  charge  me  with  blackmailf  when  they  have  robbed  the  stockhold- 
ers of  the  railroads  by  dishonest  and  unlawful  means,  through  freight  discrimi- 
nations, out  of  hundreds  of  millions  of  dollars,  which  has  been  paid  by  the  public 
in  higher-priced  oils,  and  of  a  poorer  quality.  I  will  read  fi'om  my  evidence  given 
at  New  York  on  March  21  last: 

''  Before  J.  Edgar  Mills,  New  York. — The  Buckeye  Pipe  Line  Company. 

**  March  21, 1899, 10  a.  m. 
'*  Hearing  resumed. 

'*  Redirect  examination  by  the  Attornet-Genera.l: 

**Q.  Mr.  Rice,  there  is  another  branch  of  the  case,  of  the  Buckeye  Pipe-Line 
ca.<)e,  that  I  will  call  your  attention  to  briefly.  There  is  a  cause  of  action  charging 
that  the  defendant  company  assisted  the  Standard  Oil  Company  of  Ohio  in 
evading  the  decree,  known  as  the  decree  of  March  2,  1892,  and,  perhaps,  antici- 
pating your  evidence  now  rather  as  rebuttal  evidence  from  what  has  tiJien  place 
in  the  contempt  proceedings,  I  will  call  your  attention  to  that  part  of  the  testimony, 
and  will  introduce  it  here  at  this  time,  in  which  it  is  said  the  charge  of  contempt 
was  a  case  of  blackmail  on  your  part,  if  I  understtmd  tJie  import  of  Mr.  Archbold's 
testimony,  and  to  that  most  particularly  where  be  says  that  your  plant  was  only 
worth  $25,000.  Will  you  now  state  for  the  court  the  history  of  mat  attempt«a 
settlement  and  the  amount  that  was  offered  for  your  plant  actually,  and  what 
it  is  worth?  I  refer  to  the  proposition  that  was  made.  Give  the  history  of  that 
entire  proposition. 

*'  Mr.  Kline.  I  note  an  objection  to  the  question  not  only  as  leading  and 
suggestive,  but  as  irrelevant  and  incomx>etent. 

''A.  The  charge  that  Mr.  Archbold  has  made  a^nst  me  as  being  a  blackmailer 
because  of  any  interest  that  I  ma;y  have  taken  in  the  proceedings  against  the 
Standard  Oil  Company  of  Ohio,  or  in  these  proceedings.  Is  a  malicious  statement 
and  false;  there  is  not  a  word  of  truth  in  it  whatsoever  in  that  regard,  in  that 
respect.  In  1882  Mr.  F.  B.  Squire,  the  present  secretary  of  the  Standau^d  Oiil  Com- 
pany of  Ohio,  came  to  me  at  Asbury  Park,  where  I  was  stopping  with  my  wife, 
and  offered  me  $250,000  for  my  oil  proi)erties,  including  the  producing  properties 
and  the  refining  planf.'  This  I  testified  to  before  Judge  O'Brien,  of  this  city,  in 
1888,  in  proceedings  that  I  brought  against  the  trustees  of  the  Standard  Oil  Trost 
to  get  transferred  an  original  trust  certificate  standing  in  another  man's  name 
into  my  name.  Mr.  Archbold  was  present  at.  the  proceedings  and  heard  what  I 
testified  to  and  made  no  objections,  nor  was  it  denied.  He  at  the  same  time  went 
onto  the  stand  and  testified  that  my  plant  was  not  worth  to  exceed  ^,000  or 
$80,000.  He  also  produced  an  expert  to  say  that  it  was  not  worth  over  ^,000. 
At  this  same  time  that  I  testified  and  at  wiuch  Mr.  Archbold  was  present— in  the 
early  spring  of  1887,  some  4  or  5  months  previous  to  the  proposition  to  which  he 
alluded  and  which  I  will  subsequently  allude  to — I  offer^  my  plajit  to  him 
through  Mr.  Orvis,  to  Mr.  Archbold,  for  the  sum  of  $125,000,  and  ^,000  a  year  for 
5  years.  In  1 886  it  is  true  that  I  did  submit  a  propc«ition  to  him  to  take  for  my  pro- 
ducing properties  and  refining  plant — ^the  whole  oil  business  that  I  had — the  sum 
of  $250,000,  and  $50,000  a  year  for  5  years.  He  considered  the  proposition  and 
wrote  me  two  letters,  of  which  I  would  like  to  submit  here  the  copies  of  them. 
b(H;ause  they  are  very  short. 

"  Mr.  Kline.  I  note  an  objection  to  the  copies. 

"  Q.  Have  you  the  means  of  getting  the  onginals?^A.  I  have  not  the  originals 
in  my  possession,  but  I  will  swear  that  these  are  copies. 

"  Q.  Will  you  read  the  copies  into  the  records? 

"  Mr.  Kline.  I  note  an  objection. 

"A.  (Reading  from  paper:)  *26  Broadway,  New  York,  November  17,  1886. 
George  Kice,  Marietta,  Ohio.  Dear  Sir:  I  write  to  advise  you  that  I  have  not 
lost  sight  of   our  recent  interview,  but  there  has  been  unavoidable  delay  in 
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gathering  information  which  we  desire  on  the  subject.  We  now  expect  to  have 
this  information  in  a  week  or  so,  and  will  then  again  communicate  with  you. 
Believe  me,  very  truly,  yours,  John  D.  Archbold.'  The  second  letter:  Dated, 
*  Standard  Oil  Trust,  26  Broadway,  New  York,  December  13, 1886.  George  Rice, 
Marietta,  Ohio.  Dear  Sir:  We  have  given  further  consideration  to  the  subject 
of  our  recent  interview  and  are  prepar^,  if  you  so  desire,  to  discuss  it  further  with 
you.  Awaiting  your  advice  as  to  your  wi^  in  the  matter,  and,  if  favorable,  the 
designation  of  a  time  when  you  will  meet  with  us  here,  I  remain,  truly  yours, 
John  D.  Archbold.'  ' 

I  never  replied  to  the  letter  or  never  called  upon  them. 

Q.  (By  Mr.  Phillips.)  What  was  the  price  fixed  or  talked  of  at  that  time?— 
A.  $250,000  and  |50,000  a  year  for  5  years.    Now,  here  is  another.     (Reading:) 

**  Q.  There  is  another  term  that  ^ou  use  that  I  don't  quite  understand.  I  wish 
you  would  be  kind  enough  to  elucidate  it  more  clearly.  What  do  you  mean  by 
a  refinery  and  a  producing  plant?    What  is  the  difference?    What  does  your 

Property  include  that  you  say  you  were  offered  |250,000  for? — A.  The  proposition 
made  to  Mr.  Archboid  and  to  Mr.  Squires  both,  was  to  include  all  the  producing 
properties  that  I  had,  which  was  some  200  acres  of  fee-simple  oil  land  and  from 
150  to  200  barrels  per  day  production,  and  also  to  include  all  the  machinerv  and 
everything  attached  thereto  used  in  the  production,  and  also  to  include  my  refining 
plant  and  everything  connected  therewith,  tank  cars  and  pipe  lines  and  so  on, 
and  the  good  will  of  the  business. 

•*  Q.  Where  was  that  200  acres  of  oil-producing  land  that  you  say  you  owned 
in  fee  simple  located?    In  the  oil  district?— A.  Yes,  sir. 

**  Q.  Already  developed?— A.  Yes,  sir. 

**  Q.  And  has  it  been  oil  territory  ever  since? — ^A.  Yes,  sir." 

That  is  the  end  of  the  quotation.  Now,  I  v^ill  make  some  of  my  own  remarks. 
My  property  was  fully  worth  the  amount  I  asked.  The  mercantile  agency  of 
R.  Gf.  Dun  &  Co.  for  several  years  made  a  rating  of  $1,000,000  on  this  same  prop- 
erty. It  seems  ridiculous  to  answer  all  these  statements,  but  as  the  charges  nave 
been  made,  under  all  the  circumstances,  I  have  done  it.  In  1884-85,  and  part  of 
1886,  my  business  had  largely  increased  by  my  persistent  efforts,  which  was  not 
agreeable  to  the  Standard  Oil  Trust;  so  they  invoked  the  aid  of  Orland  Smith, 
president,  and  B.  M.  Eraser,  freight  aj^ent,  of  the  Cincinnati,  Washington  and 
Baltimore  Raiboad  Company,  the  initial  line  out  of  Marietta,  so  to  advance  my 
petroleum  freights  as  to  ruin  my  business,  so  that  this  noble  and  philanthropic 
trust  could  easily  buy  it  up  for  old  junk.  To  the  disgrace  of  these  2  men  they 
readily  assented  to  the  nefarious  demand,  and  on  July  15, 1886,  they  did  advance 
my  freight  rates  from  43  to  162  per  cent,  and  did  not  advance  rates  at  all  to  the 
Standard  Oil  Trust.  This  had  tne  effect  to  close  up  19  out  of  24  of  my  agencies, 
and  shut  me  out  of  39  towns  in  78,  within  the  brief  space  of  5  months.  From  that 
time  on  my  profits  were  very  much  lessened  by  these  unlawful  freight  discrimi- 
nations, and  by  the  constant  attacks  and  savage  cuts  made  by  the  Standard  Oil 
Trust  upon  my  customers'  goods  I  was  forced  to  yield  and  quit  the  oil-refining 
business  in  May,  1896,  and  my  refinery  has  been  idle  since — rotting  down.  I  will 
also  read  some  extrccts  from  the  Ohio  investigation,  but,  before  doing  so,  will  state 
that  my  testimony  in  said  case  has  been  very  materially  changed  by  two  very 
important  alterations,  and  of  the  same  particular  figure  twice  repeated,  by  which 
it  now  appears  in  the  official  i)rinted  evidence  that  tne  negotiation  for  the  sale  of 
my  properties  was  conducted  in  1897,  the  very  month  that  the  Ohio  contempt  pro- 
ceemngs  were  brought,  instead  of  the  year  18^,  as  I  testified.  I  also  testified  that 
the  capacity  of  my  refinery  was  100,000  barrels  per  annum,  which  has  been  changed 
to  10,000. 

I  am  reading  now  from  the  record  of  the  Ohio  investigation  of  the  Standard 
Oil  Trust. 

O.  (By  Mr.  Farquhar.)  Is  it  not  strange,  don't  you  think,  that  Attorney-Gen- 
eral Monnett  would  have  those  changes  inade?  Could  it  have  beer  on  purpose? — 
A.  I  am  saying  that  they  have  been  changed;  I  am  not  charging  any  one.  ''  I 
will  go  back  to  1897,"  cross-examination  of  me  by  Mr.  Elliott,  counsel  for  the 
Standard  Oil  Company,  page  385.  **  I  will  go  back  to  1897  "—it  should  .be  '87. 
If  I  said  '97  it  was  a  mistake.     (Beading:) 

"  Q.  I  will  go  back  to  1897.  Did  you  say  to  Mr.  Archboid  in  an  interview,  '  I 
believe  it  is  better  for  the  Standard  Oil  people  to  make  a  deal  with  me,  and  that 
by  so  doing  parties  will  be  deterred  from  encouraging  a  line  of  action  against  the 
Standard  Oil  Company,  which  I  understand  that  others  are  about  to  do?' 
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**A.  No,  sir;  I  do  not  recall  anything  of  the  kind.  I  wish  to  explain  right  here 
when  those  snits  were  enforced  in  regard  to  the  transfer  of  my  5  uiares" 

This  is  very  important.     (Witness  resuming  reading:) 

*'  Of  trust  certificates;  they  tried  to  produce  evidence,  the  Standard  Oil  people 
did,  and  it  came  forth  in  the  trial  of  the  transfer  of  these  5  shares  of  trust  certif- 
icates in  my  own  name.  They  brought  forward  2  men  for  that  purpose  that  pro- 
posed to  swear  that  I  had  demanded  from  the  Standard  Oil  Trust  people  a  large 
amount  of  money,  and  they  were  the  only  ones  that  could  settle  this  matter, and 
Mr.  Bartlett,  my  counsel— this  was  indicated  to  him  that  such  kind  of  evidence 
was  coming  out — and  he  particularly  questioned  me  before  I  went  on  the  stand, 
before  the  matter  came  up,  to  know  whether  this  could  be  true  what  he  had  heard. 
And  I  said,  if  they  brougnt  up  any  matter  of  that  character  it  certainly  would 
be  a  lie;  it  would  not  be  true;  could  not  see  how  they  could  back  it  up.  He  was 
considerably  nervous  over  it,  and  I  was  myself.  I  did  not  know  but  what  they 
had  adoptea  some  kind  of  a  plan  to  smirch  my  character,  and  when  it  came  up  Mr. 
Bartlett  objected  to  any  of  tnis  testimony  going  in,  and  the  judge  said:  *  Mr.  Bart- 
lett,  we  will  allow  this  to  go  in,  and  if  they  do  not  connect  Mr.Kice  with  this  mat- 
ter it  will  all  be  thrown  out.'  They  went  on  and  brought  up  2  agents,  one  I  have 
known  in  the  oil  business,  Hill  was  his  name,  and  I  forget  the  other  man's  name: 
and  they  went  on  the  stand  and  testified  that  they  had  letters  that  were  written 
pro  and  con  with  the  Standard  officials  in  which  they  said  to  them  they  could 
arrange  a  settlement  between  Mr.  Rice  and  themselves;  that  they  had  the  whole 
thing  in  their  hand.  I  never  knew  a  thing  about  it.  I  never  heard  a  word  abont 
it,  and  they  admitted  that  they  had  no  conversation  with  me.  They  had  taken 
up  their  report  and  it  was  written  on  Standard  Oil  paper,  making  those  threate, 
and  those  letters  were  used  against  me  before  the  chairman  of  the  committee  in 
Congress  to  i)oison  his  mind  against  me.  There  was  nothing  in  them.  They 
were  gotten  up  by  these  men  themselves,  and  to  show  the  truth  of  it  the  jndge 
threw  out  that  testimony  and  would  not  allow  it  to  go  in.  It  was  all  a  concoct^ 
story  to  smirch  my  character;  that  is  what  is  the  matter." 

Now,  I  want  to  read  you  the  letter  and  correspondence  that  passed.  I  want  to 
say  right  here,  I  think  this  correspondence  was  engineered  for  the  purpose  of 
being  used  afterwards,  as  Solicitor  Dodd  did  use  it.  Here  are  letters — without 
my  faiowledge  parties  wrote  letters  under  the  head  of  the  Standard  Oil  Trust. 
and  I  never  knew  a  thing  about  it.  It  was  let  in  temporarily  while  the  case  was  on 
with  the  imderstanding  that  if  they  did  not  connect  me  with  it  it  would  be  thrown 
out.  It  was  thrown  out,  but  Mr.  Dodd  used  it  against  me  before  the  Congres- 
sional committee  of  1888.  Now,  this  is  a  letter  which  was  written,  that  I  did  not 
know  anything  about,  and  I  think  it  was  concocted  for  the  puri>ose  by  this  man 
Hill. 

Q.  (By  Senator  Kyle.)  Who  is  Hill?— A.  Edgar  P.  Hill,  Nassau  street,  New 
York. 

Q.  A  man  whom  you  knew? — ^A.  I  knew  him  once  in  the  oil  business.  He 
directs  this  letter  to  Mr.  Cuthbert,  an  official  of  the  Standard  Oil  Company.  He 
says: 

**  Edgar  P.  Hill, 
'* Attorney  and  Counselor  at  Law, 
"  OJ  Nansau  street ^  New  York,  March  20, 1888. 

•*  My  Dear  Cuthbert:  I  am  going  to  write  you  a  very  plain  letter  in  regard  to 
the  matter  of  Rice  and  the  Standard  Oil  Company.  In  my  judgment  the  com- 
pany is  making:  a  great  mistake  in  not  getting  Rice  out  of  their  way.  I  know 
what  I  am  writing  about,  and  the  necessity  of  Mr.  Brewster's  being  put  in  posses- 
sion of  such  facts  as  I  shall  give  you  some  account  is  urgent.  Can  you  consist* 
ently  and  properly,  through  Mr.  Bushnell,  have  them  reach  Mr.  Brewster?  If  you 
can  without  prejudice  to  your  interest,  I  hope  you  will  do  so.  If  you  can  not  say 
so  plainly,  and  reply  to  this  letter  as  soon  as  you  possibly  can.  I  shall  not  call  on 
Mr.  Dodd  again  unless  he  sends  for  me.  I  don't  think  he  appreciates  the  sitna- 
tion.  But  to  the  facts,  of  which  you  will  see  something  in  the  papers  before  you 
are  many  days  older. 

"  First.  Mr.  Rice  owns  certain  shares  of  the  Standard  Oil  Company  stock.  An 
alternative  mandamus  has  or  will  be  soon  issued  commanding  the  company  to 
transfer  that  stock  to  George  Rice,  or  show  cause  why  it  is  not  done.  If  tne  com- 
pany transfers  the  stock,  Mr.  Rice  will  prove  to  be  a  more  troublesome  customer 
than  he  is  now,  unless  he  is  settled  with  at  once.  If  the  company  refuse  to  trans- 
fer the  stock,  they  will  be  compelled  to,  and  then  its  trouble  will  be  greater.  The 
company  can  not  resist  the  court  if  it  refuses. 
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' '  Second.  Rice  has  been  sommoned  before  the  Interstate  Commerce  Commission , 
and  win  be  before  that  commission  to-morrow,  or  very  soon,  to  answer  interroga- 
tories already  framed,  the  answers  to  which  will  be  troublesome  to  the  comnany, 
to  spoftk  within  bounds.    Those  interrogatories  had  best  remain  unanswered. 

*  *  Third.  Legal  proceedings  are  about  to  be  commenced  against  2  of  the  railroads 
having  larxe  contracts  in  the  x>ast,  and  at  present,  with  the  Standard  Oil  Com- 
pany in  violation  of  the  interstate-conmierce  law  for  a  forfeiture  of  their  charters. 

'  ^  Fourth.  A  law  has  been  framed  and  will  soon  be  introduced  in  Congress  giving 
Mr.  Rice  the  authoritv  to  bring  suits  in  any  State  against  railroads  that  have 
made  contracts  with  the  Standard  Oil  Company  discriminating  against  Rice  and 
to  his  prejudice. 

"Fifth.  It  is  useless  for  the  company  to  try  to  make  a  settlement  with  Rice 
through  other  parties.  It  must  be  done  with  me  or  not  at  all.  There  are  other 
m.atters  I  could  cidl  attention  to,  but  this  is  sufficient  for  the  present.  I  write  as 
I  have  to  you  for  the  sole  purpose  of  having  these  facts  brought  to  the  notice  of 
Mr.  Brewster  and  for  no  other  purpose.  Could  I  have  an  interview  with  him  I 
am  sure  it  would  be  to  the  advantage  of  the  company.  Again,  let  me  say  that  1 
do  not  want  you  to  be  prejudiced  in  the  least  in  this  matter,  and  unless  you  can 
see  your  way  clearly  to  do  this  don*t  do  it,  but  return  this  letter  to  me  and  that 
virill  be  the  end  of  it,  so  far  as  you  are  concerned.  Please  do  not  delay  your 
answer. 

*  *  Sincerely,  yours,  Edgar  P.  Hill  .  '* 

'*  Edgar  P.  Hill, 
"Attorney  and  Counselor  at  Law, 
'*  9S  Nassau  st,.  New  York,  March  29, 1888. 

**Mt  Dear  Cuthbbrt  :  I  have  your  letter  of  the  26th  instant,  for  which  you 
have  my  thanks.  I  am  very  glad  indeed  that  you  sent  my  letter  to  Mr.  B.  and  I 
infer  that  he  or  Mr.  Brewster  has  it  now,  as  vou  do  not  mention  its  having  been 
returned  to  you.  I  shall  be  fully  engaged  to-day  and  to-morrow  in  another  mat- 
ter, and  as  soon  as  that  is  off  m:^  hands  I  shall  ask  Mr.  Brewster  for  an  interview. 
and  I  am  confident  that  good  mil  come  to  the  company  from  it.  I  desire  to  have 
yon  understand  that  I  am  not  acting  and  will  not  act  m  this  matter  in  any  spirit 
of  hostility  to  the  company,  but,  on  the  contrary,  I  desire  to  bring  about  a  settle- 
ment between  the  company  and  Rice,  and  nothing  else.  I  am  the  only  person  who 
has  the  handling  of  this  matter,  and  the  Standard  Oil  Company  is  simply  wasting 
vaduable  time  in  tryinar  to  reach  Rice  through  someone  else.  That  this  has  been 
done  I  am  sure,  but  it  has  had  and  will  not  have  the  least  encouragement.  I  shall 
endeavor  to  make  myself  understood  by  Mr.  Brewster,  and  am  not  without  hope 
of  causing  him  to  see  matters  as  they  are,  and  not  as  they  are  represented  to  oe 
by  others  in  whom  he  places  confidence.  Mr.  Dodd  hinted  at  blackmail  on  the 
part  of  Rice,  but  that  is  absurd  on  its  face,  as  I  only  ask  to  be  heard  fairly  in  an 
endeavor  to  settle  a  matter  between  these  parties  now,  and  which  will  be  more 
difficult  the  longer  it  is  delajred.  I  can  settle  the  matter  in  less  than  a  week  if  a 
fair  and  accommodating  spirit  is  shown  on  the  other  side.  I  am  well  pleased  with 
the  situation,  and  again  thank  you  for  the  kind  assistance  you  have  rendered  me. 
**  Sincerely,  yours, 

Edgar  P.  Hill." 

Now,  then,  Mr.  Dodd  a  few  months  later  writes  a  letter  to  the  Hon.  Henry 
Bacon,  chairman  of  the  Committee  on  Manufactures,  giving  him  the  substance 
of  these  letters.    He  says: 

*^  To  Hon.  Henrt  Bacon, 

'*  Committee  on  Manufactures: 
«*  We  offer  the  correspondence  on  behalf  of  George  Rice  with  persons  connected 
with  Standard  Oil  Comx>any,  to  show  that  he  threatened  to  give  troublesome  evi- 
dence before  this  committee,  unless  settlement  was  made  with  him,  and  parol 
evidence  to  show  that  the  price  demanded  for  settlement  was  $550,000. 

"Yours,  "S.  C.  T.  Dodd, 

*' Solicitor  Standard  OH  Trust, 
"  July  13, 1888." 

These  letters  and  all  the  evidence  x>ertaining  thereto  had  been  thrown  out  by 
the  court,  and  he  used  it  afterwards. 

Q.  (By  Mr.  Phillips.)  Did  Mr.  Dodd  know  that  it  had  been  thrown  out?— 
A.  Certainly  he  knew;  no  question  about  it.  You  know  it  is  ridiculous  and  out- 
rageous to  have  to  answer  all  that,  but  the  charges  have  been  made  against  me, 
aim  I  think  I  ought  to  answer  them  here. 
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Q.  (By  Mr.  Jenks.  )  You  never  yourself  had  any  communication  with  Mr.  Hill 
at  all?— A.  No,  sir,  not  a  particle. 

Q.  (By  Mr.  Farquhar.)  Was  Hill  a  broker  in  New  York?— A.  No,  sir;  a  law- 
yer. Now,  gentlemen,  here  is  a  pamphlet  that  is  issued  by  the  great  Standard Ofl 
Trust.  I  issued  a  pamphlet  called  '*  Black  Death."  *  It  was  in  the  papers  a  good 
deal  at  the  time.  That  is  m^  original  pamphlet,  and  the  Standard  Oil  Trust  issaed 
that  kind  of  a  pamphlet  with  aU  the  vacant  places  filled  up  with  that  scurriloiis 
stuff  against  me.  it  is  in  exact  size,  same  print,  same  paper,  and  everything,  with 
the  margins  filled  with  a  lot  of  scurrilous  matter  printed  in  red  ink,  and  I  think 
it  might  be  well  to  read  it,  which  will  not  take  long,  to  show  what  kind  of  people 
they  are. 

Q.  (By  Senator  Kylb.)  Did  you  attack  them  in  your  pamphlet?— A.  Yee, 
certainly. 

Q.  This  is  in  the  shape  of  a  rebuttal?— -A.  Yes;  I  suppose  so.  Now,  they  have 
admitted  this,  you  know,  in  a  suit  I  had.  They  have  admitted  this  pamphlet 
with  all  this  stuff.  They  say:  *'  If  the  Standard  Oil  Cknnpany  pay  George  nice 
$250,000  for  his  refinery,  worth  $50,000,  can  they  s^  oil  «ax  cheaper,  or  serve  the 
public  any  better  than  thev  do  now?'*  But  on  the  front  part  tney  say:  ''0)m- 
mon  Hense  pricks  this  hullabaloo.**  *'Such  missionaries  as  G^eorge  nice  work 
mi^stly  for  George  Rice."  '*  Buy  the  best  and  cheapest  goods  of  the  agents  of  the 
Standard  Oil  Company."  '*  The  black  border  on  the  fint  page  means  blackmail 
by  Geor^^e  Bice."  This  is  issued  by  the  great  Standard  Oil  Trust,  a  great  philan- 
thropic institution,  which  is  worth  several  hundred  million  dollars,  you  know, 
and  they  say  at  the  bottom  of  the  second  pa^:  *  *  Buy  the  '  Standard '  goods.*'  "  If 
George  Rice^s  goods  are  no  better  than  his  {Munphlet,  you  don't  want  them." 
*'  His  pamphjet  Doiled  down  simply  means  ' sour  grapes.'" 

[Other  similar  quotations  in  pamphlet.] 

They  acknowleaged  this  as  their  property;  that  they  published  it. 

It  is  generally  known  in  the  oil  region  that  the  Oil  City  Derrick  is  the  organ  of 
the  Standard  Oil  Trust,  because  they  do  not  publish  anything  against  them.  It  is 
all  against  anybody  that  attacks  the  Standard  Oil  Trust. 

Q.  (By  Mr.  Phillips.)  Is  it  the  habit  of  the  Oil  City  DemcK  to  attack mde- 
pendent'producers? — A.  Yes. 

Q.  Producers  engaged  in  opx)08ition  refineries? — ^A.  Yes;  that  is  what  it  does. 
It  attacks  everyboay  that  is  in  opposition  to  the  Standard  Oil  Trust. 

Q.  Did  you  ever  know  of  its  attacking  any  member  of  the  Standard  Trust?— A. 
I  never  did.  I  never  knew  of  its  attacrang  anybody  in  the  Standard  Oil  Trust  or 
that  has  anything  to  do  with  the  Standard  Oil  Trust.  It  is  known  as  an  organ 
under  the  Standard  Oil  Trust  throughout  the  oil  region. 

Q.  You  have  made  sufficient  reply  to  all  these  matters? — ^A.  I  suppose  I  have. 
I  wanted  to  reply  to  these  things.  1  don't  like  this  business,  but  these  things  have 
to  be  answered. 

Q.  Do  you  know  what  the  dividends  of  the  Standard  Oil  Company  have  been 
since  its  organization?— A.  Why,  say  $170,000,000  since  1892,  and  the  10  years 
previous  would  be  $100,000,000— about  ^0,000,000. 

What  is  the  capital  stock  sold  at? — ^A.  It  sold  in  May  at  500  on  a  par  of  100. 
What  would  that  make  the  total? — A.  Half  a  billion  of  dollars. 
Do  you  know  anything  about  the  surplus? — A.  No;  I  do  not.    They  do  not 
make  a  statement  to  anybody. 

OOVERNHEMT  OWNEBSRIP  OF  RAILROADS. 

Q.  (By  Mr.  Clarke.  )  I  would  like  to  ask  Mr.  Rice  if  he  has  any  further  remedy 
to  recommend  to  this  commission  than  Government  ownership  of  railroads?— A. 
I  do  not  believe  I  have,  Mr.  Clarke.  The  experience  of  the  past  12  years  of  the 
interstate-commerce  law  shows  that  the  penalty  clause  of  $5,000  and  2  years  in 
the  penitentiary  for  each  and  every  offense  is  araolutely  without  effect.  I  think 
more  drastic  measures  must  be  used;  and  I  do  not  see  how  freight  discrimination 
can  be  remedied  except  by  Government  ownership  of  railroads. 

Q.  In  your  pamphlet  you  make  some  allusions  to  the  ease  with  which  certain 
people  can  control  legislation,  especially  in  the  State  of  New  Jersey? — A.  Yes;  I 
think  that  by  the  centralizing  of  trusts  and  combinations  in  one  State,  it  is  much 
easier  to  control  that  State  in  the  way  of  legislation. 

Q.  Do  you  not  recognize  that  there  would  be  great  danger  that  if  railroads 
were  owned  and  controlled  by  the  Government  there  would  be  great  abuses, 
XK)litical  abuses  incident  to  it? — A.  No;  I  do  not;  for  this  reason,  that  I  do  not 


1  Pamphlet  entitled  "Black  Death,''  by  Oeorge  Rice. 
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know  of  any  instances  now  of  any  particnlar  account  that  any  department  of  the 
Gk)Temment  is  mn  dishonestly.  That  is  to  say,  every  man  is  getting  his  equal 
just  deserts.  That  is  the  way  I  understand  it.  You  do  not  hear  of  any  com- 
plaints that  the  Government  is  being  robbed,  excepting,  of  course,  occasionally; 
now  and  then.  In  a  general  way  the  dex^artments  of  the  Government  are  run 
honestly,  fairly,  and  squarely. 

Q.  We  have  heard  from  you  several  times  to-day  that  you  do  not  think  the 
Gk>vemment  officials  are  penorming  their  duty? — A.  I  do  not. 

Q.  Would  they  be  any  more  likely  to  do  it  if  they  had  control  of  the  railroads? — 
A.  Yes;  they  would.  If  they  did  not  do  their  duty  quite  so  well,  they  would  have 
no  freight  discrimination,  which  I  can  tell  you  would  be  of  great  advantage  to 
the  people  of  the  country;  but  as  I  understand  it  all  Government  employees  do 
their  duty  generally. 

Q.  Do  you  not  tmnk  that  discriminations  can  be  provided  against  effectively 
without  Government  ownership  of  railroads? — ^A.  No;  I  do  not  know  how  it  can 
be.  They  "pay  no  attention  to  this  severe  penalty  clause,  and  as  everything  shows, 
discriminations  are  about  as  bad  to-day  as  ever;  but  of  course  tney  are  more 
covered  up,  and  you  do  not  get  on  to  the  worst  of  it.  There  was  an  expert  that 
was  employed  on  the  books  of  the  Atchison,  Topeka  and  Santa  Fe  when  that 
$7,000,000  of  rebates  was  discovered  5  years  ago.  This  railroad  expert  told  a 
friend  of  mine — ^this  expert  who  was  put  on  the  books — ^that  he  was  just  getting 
into  the  ''meat"  of  it,  and  discovering  this  discrimination,  and  he  had  got  on  to 
it  through  a  certain  key,  of  a  pencil  mark  on  the  books,  which  turned  out  to  be 
the  secret.  He  was  just  getting  into  it,  when  he  was  shut  off,  aftor  he  had  dis- 
covered rebates  to  the  extent  of  $7,000,000;  and  he  said  he  thought  more  could 
have  been  discovered  if  he  had  had  time  to  work  it  out.  That  was  told  to  me  by 
friends  on  whom  I  can  rely — ^that  the  exx)ert  told  him,  and  I  have  no  doubt  that  it 
is  so. 

Have  I  said  enough  in  regard  to  the  existence  of  thq  Standard  Oil  Trust?  I 
pretend  to  say  that  the  Standard  Oil  Trust  is  growing  stronger  all  the  time,  and 
that  said  trust  is  not  dissolved  by  any  means;  simply  passing  resolutions  to  dis- 
solve it  does  not  dissolve  it  by  any  means.  I  did  not  know  whether  I  naade  that 
•  plain  enough. 

Mr.  A.  L.  Harris.  I  think  so. 


Washington,  D.  C,  Wednesday,  December  IS,  1899, 
TESTIMONY  OF  ME.  HOWAED  PAGE, 

Vtce-president  of  the  Union  Tank  Line  Company, 

The  commission  met  at  10.45  a.  m.,  Chairman  Kyle  presiding. 
Mr.  Howard  Page,  of  New  York  City,  vice-president  of  the  Union  Tank  Line  Com- 
pany, was  introduced  and,  being  duly  sworn,  testified  as  follows : 

Q.  (By  Senator  Kyle.)  State  your  full  name,  address,  and  business. — A.  Howard 
Page,  New  Yprk  City.  I  am  vice-president  of  the  Union  Tank  Line  Companjr,  which 
is  a  company  that  owns  the  cars  in  which  the  Standard  Oil  Company  maKea  its  ship- 
ments over  the  various  railroads  of  the  United  States.  I  began  m  the  business  with 
Chess,  Carley  &  Co.  in  1878,  and  continued  with  that  firm  until  it  became  the  cor- 
poration of  the  Chess-Carley  Company,  which  was  in  1881.  The  Chess-Carley 
Company  was  succeeded  by  the  Standard  Oil  Company  of  Kentucky,  about  1886. 
Chess,  Carley  &  Co.  and  the  Chess-Carley  Company  were  under  the  'direct  control 
and  management  of  Mr.  F.  D.  Carley,  who  was  the  resident  partner  and  manager  at 
Louisville. 

Q.  (By  Mr.  Jenks.)  At  what  time  did  you  go  into  the  employ  of  the  Standard  Oil 
Company? — A.  The  Standard  Oil  Company  of  Kentucky  was  formed  about  1886.  I 
was  with  that  company  until  I  came  to  New  York,  in  1889,  to  take  a  position  with 
the  Standard  Oil  CJompany  of  New  York.  I  have  been  with  that  company  and  the 
Union  Tank  Line  Company  since  that  time. 

Q.  Have  you  been  immediately  connected  with  the  transportation  business  ever 
since  coming  to  New  York? — A.  I  have,  and  prior  to  that  time  I  was  in  charge  of 
the  trafiSc  matters  of  the  Standard  Oil  Company  of  Kentucky,  and  also  of  the  Chess- 
Carley  Company,  when  I  was  in  Louisville,  and  was  also  familiar  with  that  part  of 
the  business  when  I  was  with  Chess,  Carley  &  Co. 

Q.  And  in  New  York  with  the  Standard  Oil  Company,  you  were  especially  in 
cbaige  of  their  transportation  business  ? — A.  As  vice-president  of  the  Union  Tank  Line 
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Company,  which,  as  I  have  stated,  is  the  company  that  owns  all  the  tank  care  in  which 
the  Standard  Oil  Company  makes  its  shipments  throughout  the  United  States,  I  was 
familiar  and  am  famihar  with  the  transportation  business  of  the  company  throogfaoot 
the  United  States. 

Q.  How  long  have  you  held  your  present  position  as  vice-president  of  the  Union 
Tank  Line  Company? — A.  Since  the  lormation  of  the  company  in  1891. 

Q.  I  understand  that  you  have  a  general  statement  that  you  wish  to  make?— A.  I 
have  a  memorandum  or  answer  that  I  wish  to  offer  to  the  allegations  and  chaifes 
made  by  Mr.  Rice  before  the  commission  in  regard  to  transportation  and  freight 
arrangements,  which  he  alleges  that  we  have  as  asainst  himself  and  other  shipperBi 
I  have  gone  in  detail  into  his  testimony  and  will  now  answer  the  points  which  I 
have  picked  out. 

Mr.  A.  L.  Harris.  Mr.  Chairman,  I  do  not  know  but  there  is  a  possibility  of  sav- 
ing time.  As  I  understand  it,  there  is  nothing  that  the  commission  desires  before  the 
time  of  the  interstate  commerce  law.  I  think  it  is  conceded  that  there  were  rebates 
and  discriminations  previous  to  that  time.  Mr.  Archbold,  when  he  was  on  the  stand, 
said  that  there  had  been  nothing  since  that  time ;  Mr.  Rice  claims  there  has.  Will 
it  not  be  enough  if  Mr.  Page  answera  the  chaiges  made  by  Mr.  Rice  regarding  dis- 
criminations since  18877 

The  Witness.  I  would  say,  in  answer  to  that,  that  there  are  some  charges  relating 
to  the  time  before  the  interstate  commerce  law,  which  Mr.  Rice  has  made  and  reiter- 
ated and  advertised  so  frequently  that  the^  have  come  to  be  believed,  and  which  I  think 
I  can  answer  very  satisfactorily,  and  which  we  should  like  to  have  the  opportunity  of 
answering. 

Mr.  A.  L.  Harris.  There  is  one  jwrticularly  that  you  have  in  mind,  I  think,  that 
we  have  no  objection  to,  and  that  is  "putting  another  screw  on."  You  may  make 
any  answer  in  regard  to  that. 

The  Witney.  That  is  the  principal  one,  and  it  will  not  take  as  much  time  to 
answer  it,  Mr.  Harris,  an  we  have  taken  now. 

Mr.  A.  L.  Harris.  I  wanted  to  prevent  covering  the  entire  groimd  previous  to 
1887,  when  there  is  no  dispute  particularly  between  the  Standard  Oil  Company  and 
Mr.  Rice.  It  is  conc(*dea  that  there  were  a  number  of  favors  granted.  But  "since 
that  time,  as  I  understand,  the  Standard  Oil  Company  claims  to  have  lived  strictly 
up  to  the  law. 

The  Witness.  Absolutely. 

Mr.  Phillips.  I  think,  in  opposition  to  my  friend  Mr.  Harris,  that  it  is  entirely 
competent  for  the  witness  to  go  over  the  whole  ground  covered  by  Mr.  Rice.  Mr. 
Rice  stated  facts;  and  he  has  a  right,  it  seems  to  me,  and  it  is  proper,  that  he  should 
cover  the  ground  covered  by  Mr.  Rice  without  regard  to  dates.  Of  course,  what  has 
transpired  since  the  interstate  commerce  law  was  enacted  is  more  important  to  this 
commission;  but  if  Mr.  Rice  has  made  any  statements  in  r^&rd  to  discriminations 
before  that  time,  I  think  the  witness  should  have  the  privuege  and  the  unlimited 
privilege  of  replying  to  such  statements. 

Senator  Kyle.  It  strikes  me,  gentlemen,  that  inasmuch  as  Mr.  Archbold  admits 
discriminations  prior  to  1887 

The  Witness  (interrupting) .  Admits  that  we  got  as  low  rates  as  we  could  prior  to 
1887. 

Q.  That  there  were  rebates  given  prior  to  that  time? — A.  Yes. 

Senator  Kyle.  That  there  is  no  issue  except  as  to  some  special  discriminations 
against  Mr.  Rice  that  he  complained  about,  and  as  to  this  Chess-Carley  business  in 
Kentucky. 

The  Witness.  That  is  all;  and  as  I  was  there  at  the  time  and  was  familiar  with  it, 
I  think  it  is  only  fair  to  the  company  that  I  should  be  allowed  to  make  a  statement. 

NO   PAYMENT   FOR  A   COPY   OF  TRUST   AGRSBMENT. 

Mr.  Rice  charges  that  the  cotton-seed  oil  trust  paid  the  Standard  Oil  Company 
$250,000  for  a  copy  of  its  trust  agreement*  We  deny  this  absolutely  as  to  any 
amount ;  in  other  words,  we  did  not  receive  a  dollar. 

ALLEGED  FAVORITISM   IN  THE  PURCHASE  OF  LUBRICATING   OILS. 

Mr.  Rice  claims  that  the  railroads  paid  the  Galena  Oil  Company  ver}'  high  prioee 
for  its  oils,  and  this  forms  a  kind  of  freight  discrimination  in  favor  of  the  Standard 
Oil  Company.*    Mr.  Archbold  denied  it,"  and  I  deny  it  again.    The  facts  are  that  the 

» See  p.  688. 

s  See  pp.  G99,  700:  see  also  Mr.  Lee,  p.  268:  Mr.  Davis,  p.  850;  Mr.  Monnett,  p.  900. 
■  See  p.  516. 
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trade  secured  hj  the  Galena  Oil  Ck>inpany  is  becatlse  of  the  superior  and  uniform 
quality  of  its  oils  as  compared  with  the  ordinary  oils  on  the  market.  As  to  the 
prices  paid  for  the  Galena  oils  as  compared  with  others,  the  Galena  Oil  Company 
sells  its  oils  to  railroads  under  an  agreement  by  which  the  Galena  Oil  Company 
always  guarantees  that  the  cost  shall  not  exceed  the  cost  of  oils  that  the  raiiroaa  has 
used  before,  and  generally  guarantees  a  reduction.  This  guarantee  is  in  the  form  of 
a  certain  cost  per  train  mile  for  the  dififerent  equipments  which  the  railroad  runs  over 
its  rails.  That  is,  the  cost  per  train  mile  of  engines,  freight  cars,  and  passenger  cars 
Ls  found  from  the  railroad's  own  books,  and  then  the  Galena  Oil  Company  guaran- 
tees that  railroad,  after  finding  the  cost  of  the  use  of  the  other  oils,  that  tne  cost  of 
using  Galena  oils  will  be  less,  and  never  more,  than  by  using  the  other  oils. 

Q.  (By  Mr.  Clarkb.)  You  refer  to  lubricating  oils  entirwy? — A.  Lubricating  oils 
entirely,  and  signal  oils. 

Q.  Signal  oil&-~A.  The  result  of  this  has  been  that  there  has  been  a  great  savins 
in  the  cost  of  the  lubrication  of  railroads,  and  a  crowing  trade  to  the  Galena  Oil 
Company.  This  saving  is  produced  by  the  fact  that  the  Galena  oil  will  do  more 
work  for  the  same  money  than  any  other  oils,  and  experience  has  shown  that  that 
result  has  been  obtained,  and  the  guarantee  is  made  good.  And  as  r^ards  the 
amount  of  money  that  the  railroads  pay  to  the  Galena  Oil  Company  for  me  use  of 
its  oils  as  compared  with  the  cost  of  tne  ordinary  oils  on  the  market,  it  is  shown  to 
be  less. 

Q.  (By  Mr.  Farquhar.)  Has  it  not  been  customary  for  the  last  thirty  years  to 
demand  these  tests  of  all  persons  that  present  oils  for  railroad  use?  Has  it  not  been 
the  custom  of  the  oil  traae  for  thirty  years  to  do  as  the  Galena  does? — A.  I  do  not 
think  any  other  company  has  gone  into  it  as  a  science  as  the  Galena  Company  has 
done. 

Q.  Not  as  to  uniformity? — ^A.  Nor  do  I  know  that  they  have  ever  guaranteed  the 
cost  of  a  train  mile  for  a  year  or  a  series  of  years,  as  the  Galena  company  does.  It  is 
immaterial  to  a  railroad  whether  a  gallon  of  oil  costs  10  cents  or  5  cents,  if  the  10-cent 
oil  will  do  work  for  3  miles  that  the  5-cent  oil  will  only  do  for  1  mile.  That  is  simply 
the  result  of  the  use  of  the  Gkilena  oils.  The  Gralena  oiIb,  although  they  have  but  one 
price,  and  a  uniform  price,  and  a  higher  price  than  the  cheaper  grades  of  oil,  will  do 
more  work,  and  the  railroad  will  pay  less  money  in  a  year  oy  the  use  of  those  oils 
than  they  pay  by  the  use  of  the  cheaper  oils;  ana  they  are  so  guaranteed. 

Q.  (By  Mr.  Smyth.)  Has  that  fact  ever  been  demonstrated? — A.  Absolutely.  The 
demonstration  is  proved  just  by  what  Mr.  Rice  claims — ^that  the  result  has  been  that 
95  per  cent — ^I  do  not  say  it  is  95  per  cent,  but  I  do  say  the  Galena  Oil  Company  has 
secured  the  laige  and  growing  trade  with  the  railroads;  and  it  could  not  have  done 
so  had  not  the  oils  l^n  superior  and  the  results  been  obtained  that  they  have 
shown. 

Q.  You  say  this  large  trade  with  the  railroads  is  due  to  the  superiority  of  that 
oil  and  not  to  influence  brought  to  bear  by  the  Standard  Oil  Company? — A.  Abso- 
lutely; the  superiority  of  the  oils  and  the  economy  that  they  have  given  to  the  lines 
themselves. 

Q.  (By  Mr.  Jenxs.)  You  make  the  jo^neral  statement,  then,  that  in  no  case  does 
the  Standard  Oil  Company  receive  a  higher  cost  of  lubrication  from  any  of  the  rail- 
roads than  would  be  paid  to  other  companies  for  bad  oils? — A,  Per  mile? 

Q.  Per  mile. — A.  Absolutely. 

Q,  You  do  not  deny  that  the  Galena  Oil  Company  does  receive  more  per  gallon 
than  might  be  given  to  some  of  the  other  companies? — A.  For  the  cheaper  grades 
of  oil. 

Q.  But  in  no  case  do  they  receive  more  for  the  same  grade  of  oil  than  would  be 
given  to  the  other  companies? — A.  I  have  tried  to  make  myself  dear  on  that.  The 
guaranty  of  the  Galena  Oil  Company  is  to  the  effect  that  by  using  their  oils  the  cost 
per  train  mile  of  the  various  equipments  of  the  railroads  is  guaranteed  to  be  no  more, 
and  is  generally  guaranteed  to  oe  less,  than  with  the  use  of  other  oils. 

Q.  That  applies  generally  to  all  the  railroads  to  which  it  is  sold?— A.  Yes;  abso- 
lutely to  all  Uie  railroads. 

GALENA   company's  PRICES   UNIFORM — HB  BUSINESS  HUI/TIPLIED  BY  10  IN  ELEVEN  YEARS. 

Q.  (By  Mr.  Smyth.)  Do  I  understand  you  to  say  that  there  is  a  uniform  price  for 
this  oil? — A.  The  price  is  the  same  to  every  railroad  in  the  United  States. 

Q.  Regardless  of  quantity? — A.  Regardless  of  quantity.  Of  course  one  railroad 
may  use  very  much  more  oil  than  another,  but  the  price  per  gallon  is  the  same  to  all 
railroads  all  over  the  United  States.  The  guaranty  is  not  the  same,  l>ecause  in  run- 
ning over  one  railroad,  for  instance,  like  the  Northern  Pacific,  or  the  transcontinental 
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line^  the  cost  is  necessarily  greater  than  in  running  over  a  railroad  like  the  Pennsyl- 
vania or  the  New  York  Central;  but  the  guaranty  is  that  the  coet,  whatever  it  has 
been,  over  the  road  with  which  they  make  the  contract,  Bhall  not  be  greater,  and 
generally  that  it  shall  be  less,  than  the  former  cost  in  the  use  of  the  particular  oils. 

Q.  (By  Mr.  Phillips.)  Do  you  claim  that  there  is  no  refiner  or  person  ensaged  in 
the  manufacture  of  lubricating  oil  that  can  make  oil  equal  to  the  Galena  oil?— A.  I 
can  not  answer  that;  I  can  only  say  what  the  result  of  the  Galena  Company's  oil  and 
its  business  has  been. 

Q.  Yes;  but  you  spoke  of  their  guaranteeing  a  superior  quality  of  oil? — ^A.  I  did 
not  say  guaranteeing  a  superior  quality;  I  said  uiey  guaranteed  meir  ooet 

Q.  And  above  the  cheaper  oils? — A.  Yes. 

Q.  The  inference  woula  be  probably  that  all  others  made  inferior  or  cheaper  oils 
than  the  Galena. — A.  I  did  not  say. 

Q.  You  did  not  say  it  in  so  many  words. — ^A.  I  said  that  the  result  of  the  use  of  the 
Galena  oils  had  been  a  saving  to  the  railroads  in  the  cost,  and  that  they  were  justified 
in  guaranteeing  that  cost  by  the  fact  that  the  Galena  oils  did  better  work  for  the 
same  money  than  the  cheaper  grades  of  oil  that  were  offered  on  the  market 

Q.  Did  or  did  not  the  monopoly  of  the  lubricating-oil  business,  so  far  as  the  rail- 
roads are  concerned,  grow  up  ounng  the  time  when  the  rebate  system  was  in  vogue 
evervwhere? — A.  Absolutely  not  For  10  years  back,  during  which  time  the  Stand- 
ard Oil  Company  has  not  received  a  dollaj*  in  rebates,  the  trade  of  the  Galena  Oil 
Company  has  grown  tremendously,  and  I  would  say  is  probably  ten  times  to-day 
what  it  was  at  the  date  of  the  passage  of  the  interstate-commerce  law. 

Q.  Did  they  not  get  this  monopoly  of  the  lubricating  business  of  the  coontry^  prior 
to  the  interstate-commerce  act,  though  it  has  grown  lai^ly  since?  The  railroads 
have  increased  by  thousands  and  tens  of  thousands  of  miles  since  that  day. — A.  I 
should  think  I  had  already  answered  that  by  saying  that  to-day  the  trade  of  the 
Galena  Oil  Company  is  ten  times  what  it  was  10  years  ago,  and  in  the  last  10  yean 
we  have  not  received  a  dollar  of  rebates;  therefore,  prior  to  the  interstate-commerce 
law,  when  we  did  receive  lower  rates  of  freight  than  the  tariff,  as  all  other  shippers 
did,  the  trade  of  the  Galena  Oil  Company  was  only  one-tenth  of  what  it  is  to-day. 

Q.  But  still  it  was  practically  a  monopoly  of  that  business  at  that  date? — A.  It  was 
not  If  they  only  had  one- tenth  of  the  business  they  have  to-day,  they  can  not  have 
had  a  monopoly  at  that  time. 

Q.  Did  they  not  use  your  oil  and  other  oils?  Has  not  the  use  of  lubricating  oil 
been  growine  all  the  time?  Was  there  or  was  there  not  any  considerable  amount  of 
oil  fumishe(r  by  independent  or  outside  people  to  railroads  prior  to  the  interstate- 
commerce  act? — A.  They  sold  the  railroads  then  and  they  sell  them  now. 

Q.  No  considerable  amount  to  the  railroads  prior  to  that? — A.  Oh,  yes;  as  far  as 
my  knowledge  goes,  they  did,  and  they  try  to  now  and  they  do  now. 

Q.  (By  Mr.  Iarquhar.)  Is  it  not  a  fact  that  the  Galena  Company,  before  it  ever 
came  into  the  Standard,  established  a  lubricating  business? — A.  Yes. 

Q.  Is  it  not  generally  known  and  understood  that  the  Galena  is  the  best  lubricant 
ever  made  in  tnis  country?  Is  it  not  the  general  reputation  among  railroad  men  and 
all  others? — ^A.  Its  success  has  certainly  proved  that 

GALENA   COMPANY   HAS    NOT  BOUGHT  HANUTACTUIUNO  TRABB. 

Q.  (By  Senator  Kyle.)  How  does  it  commend  itself  to  enterprises  outside  of  rail- 
road companies? — ^A.  The  Gralena  Oil  Company  has  made  a  specialty  of  the  railroad 
and  steaniHhip  trade;  it  does  not  try  to  sell  the  manufacturing  and  machine  trade. 

Q.  It  does  not  refuse  to  sell? — A.  No;  it  does  sell,  and  has  also  a  large  and  growing 
trade  abroad. 

Q.  Do  not  these  other  private  corporations  discover  the  merits  of  the  Galena  oil, 
and  if  it  is  cheaper,  would  they  not  nnd  this  merit  out? — A.  They  use  those  oils,  but 
as  I  say,  the  Galena  Company  has  made  a  speci^tv  of  the  railroad  and  steamship 
business,  and  while  that  does  still  hold,  and  it  is  only  too  glad  to  sell  the  mills,  it  luis 
not  made  a  special  branch  of  the  business  in  that  direction. 

Q.  I  want  to  eet  the  comparative  merits  of  the  Gralena  oil.  If  private  enterprises 
are  still  using  otlier  brands  outside  of  the  Galena,  there  must  be  some  merit  in  tnoee, 
because  all  those  institutions  are  determined  to  get  and  use  the  very  best  oil  in  their 
business.  Economy  dictates  that. — ^A.  But  the  Galena  oil  is  an  oil  that  is  com- 
pounded and  made  especially  for  the  requirements  of  the  railroads.  The  oil  that  is 
required  for  an  engine  and  for  the  axles  of  a  freight  train  is  not  necessarily  the  kind 
of  oil  that  is  required  in  machinery. 

Q.  The  other  companies,  then,  are  not  catering  for  that  sort  of  trade;  thev  are  not 
making  that  kind  of  oil?—  (No  answer.) 
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.    OIL  SOLD   ON   LONG   CX)NTBACTS — PRICBB   ABSOLUTELY   UNIPOK&T. 

Q.  (By  Mr.  Jenks.)  Where  jrou  do  eell  this  Galena  oil  to  mills,  how  do  the  prices 
qaoted  to  the  mills  compare  with  the  prices  quoted  to  the  railroads? — A.  Absolutely 
toe  same. 

Q.  Not  lower? — A.  Absolutely  the  same;  not  lower. 

Q.  At  what  time  did  the  Galena  Oil  Company  go  into  the  Standard  Oil  Com- 
pany?— ^A.  I  do  not  know. 

Q.  Does  this  fact  that  the  Galena  oils  are  sold  to  the  railroads  mostly  on  contract 
for  a  year  explain  the  statement  that  has  been  made  here  at  different  times,  that 
when  independent  dealers  attempted  to  sell  oil  to  local  railroad  oflBcials,  they  were 
referred  invariably  to  the  higher  officers  of  the  railroad  company?  Your  own  offi- 
cials also  have  testified  that  they  had  no  knowledge  of  the  price  of  oils  to  railroads 
bn^ose  they  themselves,  the  local  managers,  did  not  deal  with  the  local  officers.* — 
A.  That  is  generall]^  true,  I  believe,  of  the  supplies  used  on  railroads.  The  purchas- 
ing agent  or  local  division  aeent  of  a  railroad  is  not  the  man  that  buys  for  a  large 
^stem  of  roads  any  article  that  is  used  to  any  lai^  extent,  and  naturally  the  local 
man  would  not  know  the  price  of  a  contract,  that  would  probably  be  made  by  the 
general  manager  for  a  series  of  years,  covering  the  entire  lubrication  of  a  railroad. 

Q.  (By  Mr.  Farquhab.)  All  those  articles  are  generally  bought  by  contract  by  the 
year? — A.  The  contracts  are  generally  for  from  three  to  five  years,  simply  because 
the  results  and  the  economies  can  not  always  be  demonstrated  in  one  year. 

Q.  (By  Senator  Kyle.)  They  have  no  schedule  prices  on  those? — A.  They  have 
an  absolute  schedule  price  per  gallon. 

Q.  For  from  three  to  five  years? — A.  From  three  to  five  years;  and  they  guarantee 
the  cost  per  train  mile  of  the  various  eouipments  run,  based  on  the  cost  that  has 
been  shown  before  by  that  same  railroact  in  the  use  of  the  ordinary  oil. 

Q.  And  that  price  is  quoted  to  all  consumers? — A.  Yes. 

Q.  Whether  railroads  or  not? — A.  Yes. 

Q.  And  yet  nobody  knows  it  because  it  is  referred  to  the  head  officers  of  the  road 
or  of  the  company? — A.  I  do  not  think  that  is  a  fair  inference.  What  Mr.  Jenks 
said  was  that  tne  local  man  of  the  railroad  does  not  always  know  what  the  prices  are 
that  the  railroad  is  paying  to  the  Galena  Oil  Company  for  the  oils.  That  is  not  say- 
ing that  the  Galena  Company  does  not  quote  these  prices  to  the  customer  that  wants 
the  oil. 

Q.  They  make  the  same  prices  to  a  railroad  for  a  5-year  contract  that  they 
would  for  a  barrel  of  oil  to  a  private  consumer? — A.  I  know  that  the  price  is  the 
same  for  a  barrel  of  oil  on  every  railroad  as  outside. 

Q.  (By  Mr.  Smyth.)  Can  you  give  the  price  of  the  oil  per  barrel? — ^A.  I  do  not 
know,  Mr.  Smyth.    I  know  it  has  a  large  trade  and  a  growmg  trade. 

DEBPBAUX   V.    PENNSYLVANIA  BAILROAD  COMPANY. 

In  regard  to  Mr.  Newlin's  letter  to  George  Rice,  alle^ng  freight  discriminations  bv 
the  Pennsylvania  Railroad  in  favor  of  the  Standard  Oil  Companv,  as  compared  witn 
other  shippers.*  I  beg  to  hand  you  a  letter  from  Solicitor  Doad,  addre(»ed  to  the 
commission,  attached  to  which  are  some  letters  from  the  attorneys  of  the  railroad  in 
reference  to  that  matter.  I  will  say  briefly  that  Mr.  Newlin's  deductions,  as  pre- 
sented in  his  letter  to  Mr.  Rice,  were  the  same  as  argued  by  him  before  the  United 
States  court  at  Philadelphia,  and  the  court  dismissed  the  case.  The  facts  in  the  case, 
boiled  down,  are  simply  that  the  Standard  Oil  Company  paid  exactly  the  same  rate 
of  freight  as  all  other  snippers  over  the  Pennsylvania  Railroad  from  and  to  the  vari- 
ous points  named  in  Mr.  Newlin's  letter,  but  on  such  oil  as  was  carried  partly  by 
pipe  line  and  partly  by  railroad,  the  pipe  line  was  allowed  a  share  of  the  through 
rate  the  same  as  the  railroad  would  allow  any  other  connection.  The  pipe  line  is  a 
common  carrier  under  the  laws  of  Pennsylvania,  and  on  all  oil  that  is  gathered  in 
the  oil  fields  and  piped  toward  the  seaboard  and  delivered  to  the  Pennsylvania 
Railroad  as  it  was  at  Hamilton,  the  rate  was  the  same  as  the  through  railroad  rate, 
and  the  pipe  line  got  a  share  of  that  rate  for  its  haul  as  the  Pennsylvania  Railroad 
eotashare  for  its  haul.  The  legal  and  the  full  explanation  is  in' this  letter  from 
Mr.  Dodd  and  the  attorneys  of  me  Pennsylvania  Railroad,  which  I  shall  present  as 
an  exhibit 

1  See  Mr.  Mathews  p.  605,  bottom.  'See  p.  700. 
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I. 

New  York,  December  7,  2S99, 
The  United  States  iNDrsTRiAL  Ck)MMiBBioN. 

Dear  Sirs:  James  W.  M.  Newlin,  in  his  letter  to  Geoi^ge  Bice,  which  was  given  in 
evidence  l)efore  the  United  States  Industrial  Commiasion,  made  two  specific  allega- 
tions: 

First.  That  during  the  years  1881,  1882,  and  1883,  Fennaille  &  Despeaox  paid  the 
Pennsylvania  Railroad  Companv  48  cents  per  harrel  for  carriage  of  ou,  all  rail,  from 
Foxbun;  to  Communipaw,  ana  at  the  same  time,  between  the  same  points,  the 
railroad  company  earned  oil  for  the  Standard  Oil  Company  at  a  reduction  of  22} 
cents  per  barrel. 

Second.  That  the  Pennsylvania  Railroad  Company  carried  oil  from  McCalmont 
and  other  points  to  Communipaw,  charging  Fennulle  &  I>e8i)eaax  33  cents  per  bar- 
rel, and  at  the  same  time,  between  the  same  points,  carried  oil  for  the  Standard  Oil 
Company  of  New  York  for  19.875  cents  per  barrel. 

He  further  claims  that  these  facts  were  proven  in  the  case  of  FennaiUe  &  Despeaox 
S\  The  Pennsylvania  Railroad  Company. 

We  desire  to  make  the  most  specific  denial  of  these  statements: 

First.  That  it  is  not  tnie  that  oil  was  so  carried  for  the  Standard  Oil  Company;  and 

Second.  It  is  not  true  that  any  evidence  of  such  fact  was  given  in  the  case  of  FeJi- 
naille  &  Despeaux  v.  Pennsylvania  Railroad  Company  or  any  other  case,  nor  was  any 
evidence  fidven,  written  or  oral,  from  which  any  sane  man  could  infer  such  a  state 
of  facts.  On  the  contrary,  the  evidence  given  was  positive  that  at  the  dates  mentioned 
the  Standard  Oil  Company  paid  the  same  rates  on  freight  as  other  shippers  and 
received  no  drawbacks  or  preferences. 

Mr.  Newlin,  after  stating  these  facts  were  proven  in  said  case,  refers  to  the  specific 
evidence,  which  was  an  agreement  between  the  Pennsylvania  Railroad  Company 
and  the  National  Transit  Company,  dated  Mav  6,  1881.'  I  presume  a  copy  of  this 
agreement  was  handed  to  the  commission,  ana  it  is  onlv  necessary  to  say  that  the 
most  ai<tute  and  suspicious  mind  could  not  distort  the  language  of  that  agreement 
into  a  Hupport  of  the  allegations  which  Mr.  Newlin  bases  upon  it,  and  Mr.  Newlin 
Hhould  have  l)een  more  cautious  in  making  such  allegation,  as  he  had  already  been 
heard  in  the  United  States  court  at  Philadelphia  on  his  construction  of  this  agree- 
ment, and  after  argument  the  case  was  dismissed  by  the  court  for  want  of  any  proof 
of  dincrimination. 

Mr.  Newlin  claims  the  discrimination  lurks  in  sections  4  and  8  of  the  said  agree- 
ment. The  agreement  was  a  joint  traffic  agreement  in  regard  to  oil  carried  partly  by 
pipe  line  and  partly  by  rail,  the  through  pipe  line  at  that  time  having  been  com- 
pleted to  a  point  near  Milton,  Pa.    The  fourtn  section  is  as  follows: 

' '  The  through  rates  from  the  discharging  points  of  the  gathering  pipes  in  the  repon 
to  the  destination  of  the  oil,  whether  the  same  shall  be  shipped  entirely  by  rail  or 
by  trunk  pipe  and  rail,  shall  \ye  fixed  by  the  trunk-line  railrojEui  companies,  provided 
they  can  a!gree  upon  the  same,  and  the  transit  company  agrees  to  accept  thereof  as  the 
share  due  to  its  tnrough  pipes,  ^  the  proportions  hereiiu&fter  fixed.  The  through  pipe 
lines  include  only  sucn  lines  as  receive  oil  from  the  local  or  gathering  pipes  and  do 
not  include  any  part  of  said  local  or  gathering  pipes." 

By  this  section  the  railroad  companies  were  authorized  to  make  the  through  rate, 
and  a  distinction  was  drawn  which  has  always  been  maintained  between  the  local 
and  gathering  lines  and  the  through  pipe  lines.  With  the  local  or  ^thering  pipe 
lines  and  their  charges  for  gathering  oil,  the  railroad  had  no  connection,  except  in 
the  single  event  provided  for  in  section  8.  Chai^ges  for  oil  earned  by  the  through 
lines  to  Milton  and  thence  by  rail  were  prorated  ^tween  the  pipe  lines  and  railway 
as  provided  in  section  7.' 

Section  8  is  as  follows: 

"Whenever  the  through  rate  from  the  exit  point  of  gathering  pipe  shall  be  lees 
than  forty  (40)  cents  per  barrel,  the  local  or  gathering  pipe  shall  be  conffldered  as 
entitled  to  a  rate  eouivalent  to  only  one-fourth  {i)  of  the  rate  which  shall  be  fonnt^i 
by  the  addition  of  tne  said  through  rate  to  the  public  rate  which  the  local  pipe  chaigefi, 

1  In  the  transcript  of  the  evidence  in  Despeaux  v.  The  Pennsylvania  Railroad  Company,  sabmitted 
to  the  c()iiimi88ion  by  Mr.  George  Rice  as  his  Exhibit  D,  this  clause  reads,  "  the  share  due  through  its 
pipes."    Otherwise  tne  section  as  there  given  agrees  with  this  text 

2 Section  7  is  given  in  Mr.  Rice's  Exhibit  D  as  follows:  "The  through  rate  from  the  exit  poin^^ 
gathering  pipe  to  the  seaboard  on  oil  delivered  at  Milton,  as  hereinbefore  described,  shall  be  divided 
as  followH :  Rates  to  Philadelphia  shall  be  prorated  upon  the  basis  of  the  all-rail  distance  from  Olean 
to  Philadelphia  via  Emporium,  Milton,  ana  Harrisburg.  Rates  to  New  York  shall  be  so  divided  that 
the  railroad  company  shall  receive  thereon  the  same  as  it  shall  currently  receive  on  oil  to  Philadel- 
phia, with  the  current  difference  from  Philadelphia  to  New  York  added.  Of  the  said  through  rates 
to  Baltimore  the  railroad  company  shall  receive  the  same  from  Milton  to  Baltimore  as  it  shall  at  tte 
same  time  receive  from  Milton  to  Philadelphia  on  oil  destined  to  the  last-named  point" 
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and  one-half  (i)  of  the  difference  between  this  one-fourth  and  the  said  public  rate 
shall  be  consiaered  as  due  and  to  be  paid  to  the  railroad  company,  but  this  difference 
shall  never  be  such  as  to  make  the  local  pipe  receive  less  tlum  ten  (10)  cents  per 
barrel." » 

The  obvious  intention  of  this  so-called  danjgerous  section  is  to  take  from  the  pipe 
line  a  certain  portion  of  its  charges  and  give  it  to  the  railroad  when  the  through  rate 
is  less  than  40  cents. 

Referring  to  Mr.  Newlin's  figures,  the  first  relates  to  a  rate  in  excess  of  40  cents, 
and  he  certainly  could  see,  if  he  has  eves,  that  section  8  has  no  reference  to  such  a 
case.  The  second  table  of  Mr.  Newlin^s  figures  relates  to  a  rate  less  than  40  cent9,  and 
if  it  referred  to  carrying  oil  by  pipe  line  to  Milton,  or  any  point  on  the  through  lines, 
and  liience  by  rail  to  seaboara,  it  would  come  within  section  8,  but  it  does  not  so 
refer.  If  the  Standard  had  oil  carried  by  rail  from  Foxbuiig  or  McCalmont,  it  was 
not  affected  by  this  agreement;  if  it  had  oil  carried  by  pipe  line  to  Milton  and  thence 
by  rail  to  seaboard  and  the  total  through  rat«  was  33  cent««,  it  paid  the  railroads  33 
cents  and  the  railroads  adjusted  the  charges  with  the  pipe  line  company  under  section  8. 

Further,  Mr.  Newlin's  figures  are  ba^ed  on  a  total  misreading  of  section  8.  This 
misreading  consists  in  confounding  ''through  rate  from  exit  point  of  gathering  pipe" 
and  the  ''public  rate  which  the  local  pipe  charges." 

In  Mr.  Newlin's  first  figures  the  through  rate  from  exit  point  of  gathering  pipe  is 
48  cents.  The  public  rate  which  the  local  pipe  line  charges  is  20  cents.  One-fourth 
of  the  sum  of  these  rates  is  17  cents. 

Mr.  Newlin  says  one-half  of  the  difference  between  this  17  and  68  cents  is  the 
amount  the  Standard  paid  to  the  railway  company  for  freight.  The  contract  does  not 
say  so.  It  says  one-half  of  the  difference  between  this  17  cents  and  the  "said  public 
rate"  shall  be  paid  to  the  railroad.  Bef erring  back  to  see  what  "pubHc  rate  has 
been  mentioned  we  find  it  is  "the  public  rate  which  the  local  pipe  charges."  There 
is  no  other  reference  to  "public  rate"  in  the  section. 

The  figures  which  Mr.  Kewlin  injects  instead  of  the  "said  public  rate"  are  made 
np  of  the  throujB;h  rate  from  exit  point  of  ^therin^  pipe  and  the  public  rate  which 
the  local  pipe  line  chaiiges,  or  68  cents,  while  "said  public  rate"  is  20  cents,  and  one- 
half  of  the  difference  between  17  and  20  is  1^.  Therefore,  if  he  had  made  his  fig- 
ures correctly,  he  would  have  shown  that  the  Standard  only  paid  1 J  cents  per  barrel 
freight  while  others  were  paying  48  cents.  But  such  a  reductio  ad  absurdum  would 
have  defeated  his  purpose. 

Pursuing  the  investigation  further,  it  will  be  found  on  Mr.  Newlin's  theory  that 
"one-half  of  the  difference  between  this  one-fourth  and  the  said  public  rate"  fixed 
the  amount  the  Standard  paid  for  its  freight.  If  the  railroad  chargeii  others  60  cents 
per  barrel,  the  Standard  would  pay  nothme.  But  if  others  paid  3^^  cents  per  barrel, 
the  Standard  would  pay  3.37^  cents,  and  the  lower  the  rates  to  others  the  higher  to 
the  Standard. 

All  this  is  absurd,  and  the  absurdity  consists  in  the  misreading  and  misapplication 
of  the  section.  It  has  no  reference  whatever  to  the  freight  rates  the  Stanaard  shall 
pay.  They  were  fixed  by  the  railroad  without  discrimination.  When  others  paid 
48  cents  the  Standard  paid  48  cents,  and  when  others  paid  33  cents  the  Standard  paid 
33  cents,  but  if  the  oil  went  part  of  the  way  to  seaboard  by  pipe  line,  under  this 
agreement,  the  pipe  line  was  paid  a  pro  rata  proportion  for  its  share  uf  the  transpor- 
tation. To  compensate  the  railroad  for  a  low  rate  of  freight,  the  pipe  line  company 
agreed  to  take  something  from  the  pipe  rate  which  the  local  pipe  line  charged  and 
pay  it  to  the  railroad.  This  only  applied  when  the  rate  was  less  than  40  cents,  and 
wotdd  increase  as  the  railroad  rate  diminished  below  this  point,  but  was  "never  to 
be  such  as  to  make  the  local  pipe  receive  less  than  10  cents  per  barrel." 

Admit  for  argument  that  the  Standard  and  the  pipe  line  are  essentially  the  same, 
and  what  is  the  result?  The  Standard  received  from  the  railroad  company  a  pro  rata 
amount  for  its  share  of  the  transportation  by  pipe  line,  and  to  recompense  tne  rail- 
way company  for  an  exceedingly  low  rate  for  tbrouj^h  freight,  agreed  to  pay  to  the 
railroad  company  a  portion  of  its  local  pipe-line  earnings.  It  may  have  been  a  rebate 
to  the  railroad;  it  certainly  was  not  a  rebate  to  the  Standard. 

Coming  next  to  the  agreement  of  August  22,  1884,^  which  superseded  the  agree- 
ment of  May  6,  1881,  a  case  of  pa3rment  to  the  railroad  company  is  much  more 
clearly  shown.  The  pipe  line  was  then  completed  to  seaboard.  It  could  not  have 
reached  that  point  without  the  consent  of  the  railway  company,  as  no  free  pipe-line 
law  then  existed  in  the  State  of  New  Jersey.  It  was  still  necessary  to  have  a  traffic 
contract  with  the  railroad  and  to  deliver  oil  to  the  railroad  at  different  points  on  the 


1  This  section  appean  in  the  same  words  in  Mr.  Rice's  Exhibit  D. 

<  For  the  text  of  this  agreement,  see  p.  663.    For  discussion  of  it,  see  Mr.  £mery,  pp.  663, 666, 667;  Mr. 
Rice,  pp.  738, 739. 


762  HEARINGS  BEFORE   THE    INDUSTRIAL   0OMMI8SION. 

throuffh  line,  that  ])oint  bemg  Milton,  as  before,  for  oil  destined  for  Philadelphia. 
In  adaition  to  agreeing  to  pro  rata  rates  for  oil  carried  partly  by  pipe  and  partly  by 
rail,  it  was  further  agreed  that  if  the  railroad  company  did  not  move  26  per  cent  of 
the  oil,  the  Transit  Company  should  pay  it  the  denciency. 

Settlements  were  made  with  the  railroad  company,  and  one  of  the  settlements  is 
referred  to  in  Mr.  Newlin's  letter,  that  of  September  30, 1884,  which  shows  a  payment 
to  the  railroad  company  for  such  deficiency,  amounting  to  $10,722.22. 

Many  such  settlements  were  put  in  evidence,  all  of  them  showing  monthly  pay- 
ments of  laige  amount  to  the  railroad  company.  None  of  these  were  payments  for 
freight,  but  payments  to  the  railroad  company  for  the  deficiency  in  tiie  amount  it 
earned  as  specified  in  the  agreement 

Attempting  to  distort  a  payment  of  this  kind  to  the  railroad  company  as  a  dis- 
crimination m  favor  of  the  Standard  Oil  Company  ceases  to  be  absurd — ^it  is  maUcioua. 

8.  C.  T.  DoDD. 

Law  offices  of  Qeo.  Toeker  BtophAxn,  A.  H.  WinteTstein,  John  Hampton  Barnes.    Sharawood  BrintoD, 
Qlrard  Building,  Broad  and  Chestnnt  streets,  PhUadelphia.    Despeaux  v.  P.  R.  R. 

NovsMBBB  29,  1899. 
8.  C.  T.  DoDD,  Esq., 

Standard  Oil  0>rnpany,  £6  Broadway ,  New  York. 

Dear  Sib:  I  did  not  find  Mr.  Sellers  in  when  I  called  to-day,  and  am  now  writii^ 
without  consultation  with  him.  I  will,  however,  supplement  this  letter  by  any  sug- 
gestions which  Mr.  Sellers  may  have  to  make. 

Mr.  Newlin's  claim,  to  whicn  you  refer,  is  based  not  upon  any  oral  testimony  given 
at  the  trial,  but  entirely  upon  his  construction  of  the  fourth  and  eighth  panwraphs 
of  the  agreement  of  May  6. 1881.  This  agreement  was  between  the  National  Traiiat 
Company  and  the  railroad  company,  and  it  was  in  our  view  of  the  matter  simply  a 
traffic  agreement  between  two  transporting  companies.  Mr.  Newlin's  position,  now- 
ever,  was  that  the  National  Transit  Company  was  in  reality  the  Stanaard  Oil  Com- 
pany, which  owned  a  large  controlling  interest  in  its  stock,  and  his  argument  is  bafied 
upon  that  assumption,  and  his  contention  is  that  any  diminution  or  abatement  of 
the  charges  of  the  railroad  company  under  this  contract  inured  to  Uie  advantage  of 
the  Stanaard  Oil  Company  and  was  to  be  treated  as  if  it  were  an  allowance  or  rebate 
to  the  latter  company. 

He  arrives  at  the  ngures  which  you  give  in  your  letter  in  this  manner: 

He  considers  the  fourth  and  eighth  paragraphs  in  the  agreement  together,  and  he 
contends  that  the  provisions  as  to  through  rate  contain^  in  the  latter  panip«ph, 
when  read  in  connection  with  the  former,  are  applicable  to  through  rates,  whether 
the  same  are  greater  or  less  than  40  cents  per  barrel  from  Foxburg  to  Communipaw. 
Assuming  this  to  be  so,  Mr.  Newlin's  calculation  is  as  follows: 

The  eighth  paragraph  provides: 

''Whenever  the  through  rate  from  the  exit  point  of  gathering  pipe  shall  be  leas 
than  40  cents  per  barrel,  the  local  or  gathering  pipe  shall  be  considered  as  entitled  to 
a  rate  equivalent  to  only  one-fourth  of  the  rate  which  shall  be  formed  by  the  addi- 
tion of  the  said  through  rate  to  the  public  rate  which  the  local  pine  chaiges,  and 
one-half  of  the  difference  between  this  one-fourth  and  the  said  public  rate  shall  be 
considered  as  due  and  to  be  paid  to  the  railroad  company,  but  this  difference  shall 
never  be  such  as  to  make  the  local  pipe  receive  less  than  10  cents  per  banel." 

The  through  rate  by  rail  was  48  cents. 

The  public  rate  of  the  local  or  gathering  pipe  was  20  cents. 

The  calculation,  therefore,  would  be  thus:  48  plus  20  equals  68;  one-fourth  of  68 
equals  17;  one-half  of  51  equals  25};  48  minus  25$  equals  22}. 

The  above  calculation  is  the  basis  on  which  Mr.  Newlin's  allegation,  in  lus  letter 
to  Mr.  Rice,  to  which  you  refer,  is  based. 

The  19.875  cents  per  barrel  is  arrived  at  by  Mr.  Newlin  in  this  way,  the  calculation 
being  at  the  rate  of  33  cents  per  barrel  from  McOalmont  to  Communipaw  on  the  same 

Erinciple  as  above.    Thus:  33  plus  20  equals  53;  one-fourth  of  53  equals  13.25;  one* 
alf  of  39.75  equals  19.875. 

This  is  the  way  in  which  he  gets  his  figures  showing,  as  he  says,  that  the  Standard 
Oil  Company  was  charged  that  amount  only  for  transportation. 

In  adaition  to  the  obvious  replies  that  the  arrangement  was  a  traffic  arrang^ent, 
and  that  such  an  agreement  can  not  be  construed  as  a  rebate  to  a  shipper  simply 
because  that  shipper  happens  to  be  a  stockholder,  and  even  a  controlling  stockholder, 
in  one  of  the  transportation  companies,  there  are  other  answers  based  upon  the 
language  itself  of  paramphs  4  and  8.  The  assumption  that  the  provision  m  peia- 
graph  8,  when  the  rate  is  less  than  40  cents,  shall  be  applicable  to  paragraph  4,  which 
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« 

refers  to  a  rate  above  40  cents,  would  seem  to  be  without  warrant.  Moreover,  the 
''one-half  of  the  difference  between  this  one-fourth  and  the  said  public  rate''  refers 
to  the  difference  between  the  said  one-fourth  (made  up  of  the  tm-ough  rate  by  rail 
to  the  public  rate  by  local  pipe  charees)  and  the  rate  of  local  pipe  chai^ge — that  is,  20 
cents.  In  other  words,  inst^ui  of  takine  one-half  of  51  (see  above  calculation) ,  there 
should  be  taken  one-half  of  3,  being  20  TesB  17,  or  1}. 

Whether  I  am  riffht  in  this  last  odculation  or  not,  it  is  nevertheless  true,  as  I  have 
stated  above,  that  tnere  was  no  evidence  whatever,  oral  or  written,  which  was  intro- 
duced at  the  trial,  which  justifies  Mr.  Newlin's  assertion:  but  that  assertion  rests  alto- 
gether upon  his  forced  construction  of  the  fourth  and  eighth  paragraphs  of  the  agreement 
of  1881,  which  I  have  endeavored  to  explain. 

If  the  foregoing  Is  not  sufficiently  clear  to  you,  let  me  know  and  I  will  endeavor  to 
make  it  plain. 

Truly,  yours,  Gso.  Tucker  Bispham. 

Attached  thereto  is  the  following: 

Law  offices  of  Geo.  Tucker  BifiphAxn,  A.  H.  Winterateen,  John  Hampton  Barnes,  Sharswood  Biinton. 
Oiiard  Building,  Broad  and  Chestnut  streets,  Philadelphia.    Despeaux  v.  P.  R.  R. 

DSCEMBBR  6,  1899. 

&  C.  T.  Dodd,  Esq., 

£6  Broadway,  New  York, 

Dear  Sir:  I  have  your  favor  of  the  5th  instant. 

After  the  plaintifif  closed  his  evidence  a  motion  for  a  nonsuit  was  made  and  fully 
argued  bv  Mr.  Sellers  and  myself  on  the  part  of  the  defendant  and  by  Mr.  Newlin 
for  the  plaintiff.  The  motion  for  a  nonsmt  was  granted.  Mr.  Newlin  made  a  motion 
to  take  it  off,  and  this  was  subsequently  argued  and  the  motion  denied.  The  non- 
suit therefore  stands.  Mr.  Newlin  has  taken  an  appeal  to  the  circuit  court  of  appeals, 
but  there  has  been  some  difficulty  about  settling  a  Dili  of  exceptions.  When  tnis  is 
finally  adjusted  I  will  advise  you.  Meanwhile  the  above  will  give  you  the  present 
condition  of  affairs. 

Truly,  yours,  Gbo.  Tucker  Bispham. 

Q.  (By  Mr.  Jenks.)  Have  these  pipe-line  and  railway  companies  changed  their 
rat^  on  oil  since  1884?* — A.  You  go  back  too  far  for  me.  I  can  say  that  the  rate  for 
oil  of  the  Pennsylvania  Railroad  Company,  both  for  pipe  and  rail,  is  the  same  as  it 
was  when  I  came  to  New  York  nearly  ten  years  ago. 

Q.  A  copy  of  the  contract  was  furnished  by  Mr.  Archbold,  and  fixed  the  dates 
pretty  definitely ;  but  you  say  the  rates  have  not  changed  for  ten  years? — ^A.  For  ten 
years. 

"please  turn  another  screw." 

Regarding  the  letter  from  Chess,  Carley  &  Co.  to  J.  M.  Culp,  eeneral  freight  agent 
of  the  Louisville  and  Nashville  Railroad.  June  16.  1881,  in  which  the  expression  was 
used:  "Please  turn  another  screw." *  Tne firm  of  Chess,  Carley  A  Co.  was  a  partner- 
ship in  which  the  Standard  Oil  Company  of  Cleveland  had  an  interest.  Thi^  was 
before  the  formation  of  the  Standard  Oil  Trust,  which  was  formed  in  1882,  and  the 
firm  of  Chess,  Carley  &  Co.,  as  I  have  testified,  was  a  partnership  in  which  Mr.  F.  D. 
Carley  was  the  residentpartner  and  manager.  The  Standard  Oil  Company  of  Ohio 
had  an  interest  in  the  Chess-Carley  business,  but  absolutely  no  control  or  direction 
of  that  company's  affairs.'  I  was  m  the  office,  and  the  only  boss  we  knew  was  Mr. 
P.  D.  Carley.  I  should  like  to  refer,  in  regard  to  Mr.  Carley's  control  of  that  busi- 
ness, to  his  testimony  taken  before  the  Ba^n  committee  in  1888.  On  page  526  of 
that  committee's  report^  Mr.  Carley  testified  as  follows  (reading) : 

"  Q.  Were  you  a  member  of  the  firm  of  Chess^  Carley  A  Co.? — ^A.  Yes,  sir. 

"  Q.  At  what  time?— A.  Through  its  whole  history. 

"  Q.  Over  what  years  does  that  extend? — A.  I  do  not  remember  exactly,  but  I 
think  somewhere  about  1869  or  1870  we  formed  that  firm. 

"Q.  Wheil  did  you  terminate  it?— A.  When  we  formed  the  Chess-Carley  Com- 
pany. 

**Q.  When  was  that?— A.  Four  or  five  years  ago.  I  was  president  of  it  until  its  dis- 
solution. 

"  Q.  State  whether  or  not  it  was  dissolved  when  it  sold  its  property  to  the  Standard 
Oil  Company. — ^A.  Yes,  sir. 

1  See  Mr.  Emery,  p.  667.  *  Oompare  the  case  of  the  Vacuum  Oil  Company,  p.  &&4. 

>  See  Mr.  Bice,  pp.  704, 705,747,748.        *  Fiftieth  CongresB,  fiist  seBsion,  Houae  reports.  Vol.  9. 


764  HEABIKQB  BEFORE   THE   INDUSTRIAL  COMMISSION. 

**Q.  Are  you  connected  with  the  Btandard  Oil  Company? — ^A.  No,  sir. 

**Q.  You  occupy  no  po(*ition  under  it? — A.  No,  sir. 

**Q.  Where  did  you  rt?«ide  durin^j:  the  time  you  were  a  member  of  the  firm  of 
CheHH,  Carley  &  Go.  and  the  Chesp-Carley  Company? — A.  Louisville,  Ky. 

*'Q.  Had  you  chai>z:eof  thatbusinei^? — A.  Yes,  Bir*  I  was  sole  and  exclusive  man- 
ager of  the  Chess,  Carley  &  Co.  and  of  the  Chess-Carley  Company." 

The  party  who  wrote  this  letter  (and  without  the  knowleage  of  Mr.  Carley)  was 
a  Mr.  Hathaway,  who  had  formerly  been  in  the  Louisville  and  Nashville  Railroad 
employ.  His  explanation  of  this  letter  was  that  when  errors  occurred  in  the  Louis- 
ville and  Nashville  Railroad  office  there  was  an  expression  used,  ''that  the  machin- 
ery of  the  office  was  loose,"  and  it  should  he  corrected  or  tightened  up  by  tuminR  a 
screw.  In  the  case  referred  to,  the  shipment  of  a  car  of  oil  by  Rice  to  Nashville 
wHf*  billed  at  less  than  the  regular  tariff  rate  which  other  shippers  were  paying,  and 
Hathaway  simply  called  their  attention  to  the  error  and  used  tne  expression  rraerred 
to.  By  reference  to  page  530  in  the  book  of  testimony  taken  before  the  Committee 
on  Manufactures,  in  ItSs,  it  will  be  seen  that  Mr.  F.  D.  Carley  testified  as  follows 
(reading) : 

"This  much  I  know  about  this  letter  that  Hathaway  wrote.  He  would  say  to  me, 
'Mr.  Carley,  there  is  another  carload  gone  through  to  Wilkerson,*  or  to  whoever  it 
might  be.  I  said,  '  I  do  not  think  it  is  right  on  tne  part  of  the  road.  Can  not  yoa 
get  them  to  stop  it?  I  mentioned  it  to  tnem  before.  They  said  it  was  the  fault  of 
the  clerk;  that  it  was  clerical.'  " 

Now,  on  page  524  of  the  same  book,  Mr.  J.  M.  Culp,  who  is  the  gentleman  to 
whom  the  letter  was  addressed,  and  who  was  general  freight  agent  of  Uie  Louisville 
and  Nashville  road,  and  w^ho  is  now  traffic  nuinager  of  the  Southern  Railway  here, 
testified  as  follows  (reading) : 

"I  desire  to  say,  with  r^ard  to  that  letter,  or  rather  with  regard  to  the  rate  charged 
on  the  shipment  referred  to  in  that  letter,  that  it  was  less  than  the  proper  rate.  It 
was  less  than  any  rate  that  we  had  with  Chess,  Carley  &  Co.,  or  I  believe  ever  have 
had.  It  was  a  'fifth-claas  rate.  Our  rate  on  oil  from  Louisville  to  Nashville  yfss 
higher  than  fifth  class,  and  I  presume  the  desire  of  Chess,  Carlev  <&  Co.  was  to  have 
at  least  as  high  a  rate  as  was  charged  on  their  shipments  chmved  on  this.  Had  that 
letter  come  to  me — had  I  sef»n  the  letter — I  would  have  simply  understood  it  that  it 
meant  that  we  should  require  our  agents  to  charge  at  least  as  high  a  rate  as  was 
charged  on  the  shipments  of  Chess,  Carley  &  Co." 

That  is  the  explanation  of  it,  and,  in  my  opinion,  a  very  reasonable  one.  The 
facts  are,  as  Mr.  Gulp  has  testified,  and  as  I  recollect  the  occurrence,  that  the  rate 
charged  on  that  shipment  was  less  than  we  were  paying  at  that  time  and  less  than 
we  ever  paid,  even  prior  to  the  interstate  conuueroe  law. 

CHESS,  CABLET  A  00.' 8  OBOCERY  STORE. 

Mr.  Rice  alleges  that  the  Standard  Oil  Company  established  grocery  stores  in  the 
South.*  This  was  before  the  Standard  Oil  Company  had  any  control  or  direction  in 
C/hess,  Carley  &  Co.'s  business,  as  that  business  was  entirely  under  the  control  of 
Mr.  F.  D.  Carley.  And  the  establishment  of  that  grocery  store,  as  referred  to  by 
Mr.  Rice,  was  during  the  time  of  Chess,  Carley  &  Co. 

Q.  (By  Mr.  Jenks.)  Such  a  grocery  was  established  by  Chess,  Carley  &  Co.  for  the 
purpose  alleged  by  Mr.  Rice? — ^A.  There  was  such  a  store. 

Q.   (By  Mr.  Smyth.)  Was  there  only  one? — A.  Only  one. 

Q.  (By  Mr.  Jenks.)  Was  it  established  for  the  purpose  of  driving  out  a  competitor 
in  the  oil  business? — A.  I  did  not  say  that.  I  say  that  Chess,  C&rley  A  Co.  estab- 
lished that  store  to  sell  groceries  and  oil,  the  same  as  there  were  stores  established 
selling  oil  and  groceries. 

Q.  Did  Chess,  Carley  &  Co.  have  stores  elsewhere  for  the  purpose  of  selling  ffroceries 
and  oil? — A.  No;  it  only  had  that  grocery  store.  Probably  tne  profits  of  that  were 
not  sufficient  to  justify  any  extension. 

Q.  (Bv  Mr.  Smyth.)  Where  was  that  store? — A.  Columbus,  Miss.;  but  the  Stand- 
ard Oil  Company  had  no  more  to  do  with  it  than  that  stenographer. 

Q.  (By  Senator  Kyle.)  Have  the  Standard  Oil  Company  ever  indulged  in  such  a 
practice? — A.  It  has  not,  to  my  knowledge,  in  any  way  or  at  any  place. 

Q.  Prior  to  the  interstate  commerce  act  or  since? — A.  Not  to  my  knowledge. 

Q.  Have  they  ever  made  any  threats  in  that  direction  through  their  agents?— A. 
Not  to  my  knowledge. 

Q.  You  do  not  know,  then?— A.  I  do  not. 

1  See  pp.  709, 710, 


STANDARD   OIL  COMBINATIONS: — ^PAGE,  765 


TANK  CAJB8. 

R^arding  McDongall  decliniiig  to  build  tank  care  for  Rice  on  credit,*  the  Standard 
Oil  0>mpanv  never  directly  or  indirectly  had  anything  to  do  with  it  and  never  had 
any  knowledge  of  it  until  it  was  seen  in  Mr.  Rice's  testunony. 

The  charge  that  the  Standard  Oil  Ck>miMiny  bought  up  tank  cars  from  railroads,  in 
order  to  keep  them  from  other  shippers,'  is  positively  denied. 

As  to  railroads  owning  tank  cars,'  I  would  say  toat  the  tank  car  is  a  special  car, 
used  for  the  tnmsportation  principally  of  petroleum,  and  it  would  be  a  burden  upon 
the  railroads  if  they  were  required  to  invest  their  capital  in  tank  cars.  The  owner- 
ship of  the  car  would  not  insure  transportation  of  oil,  and  if  every  railroad  were 
required  to  have  a  sufficient  tank-car  equipment  to  do  the  oil  business  that  at  times 
moves  over  its  rails  it  would  mean  the  bmlding  of  many  more  tank  cars  than  the 
business  would  require.  For  instance,  say  it  would  require  200  tank  cars,  costing 
$150,000,  to  transport  oil  between  Chicago  and  St.  Paul  and  Minneapolis.  There  are 
five  lines  competme  for  this  business,  and  if  each  railroad  was  required  to  own  200 
cars  there  would  be  lour  times  as  many  tank  cars  as  the  business  would  require.  Take 
as  another  example  the  McDonald  fields  which  was  a  producing  field  and  is  now. 
At  one  time  it  produced  oil  to  the  extent  of  60,000  to  80,000  barrels  a  day.  It  has 
run  down  now  to  5,000  barrels.  If  the  Pennsylvania  road  and  the  Lake  Erie  and 
Western,  which  are  the  two  railroads  which  touch  that  field,  had  been  required  to 
furnish  tank  cars  to  move  the  oil  produced  in  the  McDonald  field  when  it  was  pro- 
ducing 60,000  to  80,000  barrels  a  day  those  roads  would  be  in  rath^  bad  shape  with 
their  tank  cars  now,  when  there  is  only  5,000  barrels  to  move  from  there.  A  tank 
car  is  just  like  a  Pullman  car;  you  might  just  as  well  require  a  railroad  to  own  all  the 
Pullman  cars  that  are  necessary  to  go  over  its  road  as  to  require  the  railroad  company 
to  own  all  the  tank  cars  that  may  at  times  ^  over  its  rails. 

Q.  (By  Mr.  Kennedy.)  Can  you  state  which  is  the  cheaper  system  for  the  railroads 
to  employ  in  the  transporting  of  oil — ^the  tank  car  or  barrels? — A.  I  would  like  to  sajr 
now  tne  tank  car,  by  all  means.  But  Mr.  Rice  referred  especially  to  that  in  his  evi- 
dence,^ and  I  will  touch  that  later  on.^  If  you  will  allow  me  to  proceed  in  the  regular 
order  of  his  testimony,  I  think  it  is  better  to  go  right  through  it. 

TANK   CARS   FAVORED   AS  AGAINOT  BABRBLB. 

Mr.  Rice  alleged  great  discriminations  in  favor  of  the  Standard  Oil  Company  as 
against  himself  for  a  year  or  so  after  the  passage  of  the  law.*  I  would  say  that  he 
refers  to  the  published  tariffs  of  various  railroi^s,  that  were  published  and  printed 
and  open  for  all  on  the  Louisville  and  Nashville  Railroad  and  other  railroads  which 
at  that  time  made  lower  rates  on  oil  in  tank  cars  than  on  oil  in  carloads  in  barrels. 
These  were  published  tariffs  and  open  to  everybody,  and  Mr.  Rice  and  other  ship- 
pers shipped  in  tank  cars  as  well  as  the  Standard  Oil  Compan^^,  and  the  Standard  Oil 
Company  shipped  oil  in  barrels  in  carloads  the  same  as  Mr.  Rice  and  other  shippers. 
It  was  simply  a  tariff  rate  in  which  the  railroads  made  a  difference  between  the  tank- 
car  rate  and  the  barrel  box-car  rate,  and  it  was  open  to  all;  there  was  no  discrimina- 
tion between  parties  at  all.  It  was  a  discrimination,  or  difference  rather,  between 
two  modes  of  shipment. 

Q.  (By  Mr.  Jenks.)  At  that  time  had  there  been  any  ruling  upon  the  relative  rates 
for  tank  cars  and  barrel  shipments  by  the  Interstate  Commerce  Commission? — A. 
There  had  not  been;  but  in  1888  Judge  Cooley,  of  the  Interstate  Commerce  Commis- 
sion, ordered  that  the  rates  per  hundred  pounds  on  oil  in  tank  cars  as  well  as  on  oil 
in  barrels  in  carloads,  including  the  weight  of  the  barrels,  should  be  made  the  same, 
and  the  railroads  adjusted  their  tariffs  according  to  that,  and  the  tariffs  remain  on 
that  basis  to-day. 

Q.  At  the  time  Mr.  Rice  claims  he  was  discriminated  against  in  this  way  was  he, 
as  a  matter  of  fact,  shipping  oil  in  tank  cars? — A.  He  had  a  few  tank  cars,  and  other 
oil  shippers  had  tank  cars;  and  as  far  as  the  higher  rates  on  oil  in  barrels  are  con- 
cerned, the  Standard  Oil  Company  was  shipping  more  in  barrels  than  all  the  others 
put  together. 

Q.  How  about  the  relative  amounts  in  barrels  and  in  tank  cars  shipped  at  that 
time  over  these  roads? — A.  At  that  time  I  would  say  that,  as  I  recall  the  evidence 
which  was  given  at  that  time  in  this  book,  our  carload  shipments  were  in  excess  of 
our  tank-car  shipments. 

Q.  Your  barrel  shipments? — A.  Our  barrel  shipments  were  in  excess  of  our  tank- 
car  shipments. 


» See  pp.  711,  712..  •  See  p.  712.  *  See  pp.  767, 769. 

*  See  p.  712.  *  See  pp.  716, 717.  •  See  pp.  714, 716. 
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Q.  Over  those  roads  on  which  yon  aud  the  diBcriminadoDS  were  made? — ^A.  Over 
those  roads  the  shipmenteH-prior  to  thoee  shipments  the  rates  were  made  on  barreled 
oil  and  tank  cars;  the  taritfs  were  pablishea,  and  they  simply  porsued  that  same 
svstem  of  making  rates,  and  it  was  open  to  everybody  that  had  both  methods  of 
shipment. 

Q.  And  other  shippers  than  the  Standard  Oil  Company  had  both  modes  of  ship- 
ment which  they  were  using? — A.  Absolately. 


**0UTA0B''    op  62  GALLONS  ON  TANK-CAR  8HIPMXNTB. 

Mr.  Rice  refers  to  outage  of  62  gallons  and  then  42  gallons  which  was  made  on  all 
tank-car  shipments.*  This  was  an  allowance  for  the  average  loss  between  the  fall 
shell  capacity  of  the  tank  car,  which  tank  car  was  loaded  at  the  loading  point,  and 
the  amount  that  was  taken  by  actual  measurement  to  be  received  in  the  tank  car  at 
destination.  This  allowance  was  made  to  all  tank-car  shippers  alike  and  was  reason- 
able, as  the  actual  loss  was  in  excess  of  the  allowance.  The  allowance,  however, 
was  discontinued  in  the  summer  of  1892  and  has  never  been  reinstated.  The  prin- 
ciple of  that  allowance  was  simply  that  the  railroad  ouffht  not  to  chai^ge  on  a  quantity 
greater  than  it  delivered,  and  as  the  actual  result  ana  experience  had  shown  that 
there  was  a  loss  between  the  amount  of  oil  put  into  the  tans  car  at  the  refinerv  and 
the  amount  delivered  at  the  point  of  destination,  an  allowance  was  made,  which  was 
very  small,  at  that  time  62  gallons,  and  at  another  time  42  gallons;  but  this,  as  I  say, 
since  1892  has  been  done  away  with  completely. 

BBTIMATKD  AVBRAOB   WKOHT  OP  PKTROLKDM   PRODDCTS. 

Mr.  Rice  refers  to  the  relative  charge  made  by  railroads  between  oil  in  tank  cars 
and  oil  in  barrels  in  carloads.*  The  railroads  receive  a  very  much  laroer  percentage 
of  live  weight  on  oil  in  tank  cars  than  on  oil  in  barrels.  Railroads  cnaxge  and  col- 
lect freight  on  tank-car  shipments  at  full  shell  capacity  of  the  tank  car,  no  matter 
whether  that  tank  car  is  loaded  to  its  full  capacity  or  not.  The  average  capacity  of 
the  Union  Tank  Line  Company's  cars  to-day  is  140  barrels,  and  it  is  on  that  biaas 
that  the  railroads  chai^  and  collect  their  freight 

Q.  ^By  Mr.  Smyth.)  You  do  not  weigh  the  cars? — A.  The  weight  of  the  petro- 
leum m  tank  cars  is  taken  on  the  basis  of  the  full  shell  capacity  of  the  tank, 
based  on  an  average  weight  of  6.4  pounds  to  the  gallon.'  The  reason  for  that  is 
that  some  products  of  petroleum,  such  as  naphtha,  weigh  from  bi  to  5}  pounds  to 
the  gallon;  refined  oil  weighs  6};  lubricating  oil  weighs  from  7^  to  7}  pounds  to 
the  gallon;  and  the  average  weight  of  6.4  pounds  represents  the  actual  average 
weight  of  the  various  products  of  petroleum  as  they  are  manufactured  and  as 
they  are  shipped  througnout  the  United  States;  and  the  reason  the  railroads  have 
made  such  a  rule  is  to  prevent  misrepresentation  and  the  cost  that  would  be  involved 
in  weighing  every  tank  car.  You  can  see  that  it  would  be  a  very  difficult  matter  for 
a  railroad  to  get  the  actual  weight  of  tank-car  shipments,  because  those  tank  cars  are 
first  loaded  at  the  refinery  and  not  in  the  railroad  yara,  as  ordinary  freight  is,  and 
then  pulled  out  by  the  railroad.  They  could  only  wei^h,  therefore,  the  fml  tank  car 
with  the  weight  of  the  car  added  to  it,  and  that  car  is  probably  destined  to  some 
point  away  l)eyond  that  railroad  that  receives  it  on  its  rails.  So  the  custom  has  been 
ever  since  I  have  had  any  knowledge  of  the  business  to  have  one  average  weight 
which  applies  to  all  products  alike  and  applies  to  all  shipments  alike. 

Q.  The  average  is  both  as  to  weight  and  capacity? — A.  No;  the  average  is  as  to 
weight.  The  capacity  of  the  tank  car  varies,  and  the  capacity  is  shown  bv  the  various 
tank-car  owners  to  the  railroads,  and  they  publish  it  at  larae  to  the  world  in  the  form 
of  this  tank-gauge  handbook,  which  shows  the  actual  number,  owner,  and  capacity  of 
every  tank  car  that  is  used  over  the  various  lines  in  the  United  States  to-day. 

Q.  (By  Senator  Kyle.)  And  the  average  cluu^  is,  as  you  state,  6.4  pounds  to  the 
gallon? — A.  To  the  gallon. 

Q.  For  the  full  tank  capacity? — A.  Full  shell  capacity  of  the  car. 

Q.  (By  Mr.  Smyth.)  Do  all  the  large  refining  concerns  own  tank  cars? — A.  Very 
largely.  I  will  show  you  the  tank-car  ownership  in  the  United  States  in  a  fev 
moments.  The  same  rule  applies,  I  might  say,  where  oil  is  shipped  in  barrels.  There 
is  an  average  weight  of  400  pounds  applied  to  the  various  products  of  petroleum. 
Some  weigh  lesH  and  some  more,  but  400  pounds  is  the  accepted  weight  on  railroads 
on  all  i)etroleum  products. 

1  See  p.  716.  >  See  pp.  716, 717.  >  See  Mr.  Rice,  pp.  731,732. 
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TAI7K  CASS  RETURNBD   FRKE. 

Q.  (By  Mr.  Clarke.)  Thoee  which  yoa  have  referred  to  are  for  freight  one  way, 
I  suppose? — ^A.  The  freight  rate  is  charged,  of  course,  only  on  the  freight  that  is 
hauled. 

Q.  (By  Mr.  Smyth.)  Does  the  car  come  hack  empty? — ^A.  The  car  comes  back 
empty;  the  tank  car  as  well  as  the  box  car,  very  laigely,  simply  because  the  box  car 
when  loaded  with  oil  is  unfit  for  use  for  sunary  merchandise.  You  will  find  that 
every  large  oil-carrying  railroad  in  the  United  States  has  the  box  cars  marked  ''oil,'' 
meaning  that  they  can  be  used  only  for  oil.  I  do  not  mean  to  say  they  are  never 
used  for  any  other  freight,  but  they  are  set  aside  for  that  purpose. 

Q.  (By  Senator  Kylb.)  Is  there  any  charge  for  these  return  tanks? — ^A.  No  charge. 

Q.  Has  there  ever  been  a  charge  for  return  tanks? — ^A.  No,  sir;  not  in  my 
recollection. 

Q.  Have  they  ever  chaiged  the  independent  companies  outside  of  the  Standard 
Oil  Company  for  the  return  of  these  tanks? — A.  No,  sir.  They  charee  the  Standard 
Oil  Company  the  same  rate.  I  mean  to  say  that  since  the  passa^  of  the  interstate- 
commerce  law  there  has  been  no  charge  on  the  return  of  what  is  known  as  regular 
tank  cars,  the  cylinder  tank  car,  within  the  United  States,  excepting  to  one  section.^ 

Q.  (By  Mr.  Smyth.)  There  is  no  freight  charged  on  empty  coal  cars,  is  there? — 
A.  No,  sir. 

ADVANTAGBS  OP  TANK  GABS. 

I  digress  from  this  question  as  to  the  relative  charge.  I  have  stated  that  the  averase 
capacity  of  the  Union  Tank  Line  car  to-da^  is  140  barrels.  The  minimum  weight 
required  by  railroads  in  the  sliipment  of  oil  in  barrels  is  60  barrels,  and  not  1  per 
cent  of  the  carloads  of  oil  in  bcurels  in  the  United  States  run  over  60  barrels,  from 
the  fact  that  even  loading  60  barrels  in  an  ordinary  box  car  requires  putting  them  up 
on  top  of  the  lower  tier.  This  is  an  expense  to  the  owner  andi  to  the  railroad,  and  it 
also  causes  leakage  from  the  rolling  of  tne  barrels  on  top.  The  result  is  that  carloads 
of  oil  shipped  in  barrels  in  box  cars  average  60  barrels  as  against  the  averaee  capacity 
of  tank  cars  of  140  barrels.  Therefore  one  tank  car  hol(&  twice  as  mudi  as  a  box 
car  when  loaded  with  oil,  and  the  railroads  receive  their  pay  accordingly. 

Q.  It  takes  less  cars? — ^A.  Necessarily.  It  means  one  car  instead  of  two  for  the 
same  freight.  It  means  carrying  two  cars  for  one;  all  expense  of  handling,  and  the 
cost  of  two  cars. 

Q.  (By  Senator  Kyle.)  And  the  expense  of  unloading  is  less? — ^A.  Tes;  in  the 
tank  car.  It  is  universally  loaded  by  tne  shipper  and  unloaded  by  the  consignee. 
In  the  box  car  it  is  generallv  loaded  by  the  shipper  and  very  often  unloaded  by  the 
» railroad  in  their  depot.*    The  tank  car  never  is. 

Q.  (By  Mr.  Jsnks.)  Is  the  freight  rate  the  same  per  barrel,  whether  in  barrels  or 
in  tank  cars? — ^A.  It  is  the  same  rate  per  100  pounds.  In  barrels,  the  weight  of  the 
barrels  is  charged  for. 

Q.  So.  when  shipped  in  barrels  freight  is  charged  on  400  pounds? — A.  Yes. 

Q.  Wnen  in  tanx  cars  it  is  300  pounds  for  the  same  amount  of  oil? — A.  Yes. 

Q.  That  makes  shipping  by  tanx  cheaper  than  by  barrel? — ^A.  Absolutely;  but  the 
barrel  is  an  article  of  merchandise.  When  the  oil  is  sold  in  barrels,  the  value  of 
that  barrel  is  added  to  it.  There  is  no  ground  why  the  railroad  should,  on  an  article 
of  merchandise,  which  the  barrel  is,  receive  no  pay  for  the  shipment.  Admitting 
the  pay  on  the  weight  of  the  barrel,  the  railroad  then  only  gets  half  as  much  rev* 
enue  on  the  oil  in  barrels  as  on  tank  cars  of  oil. 

TARIFFS  NOT  MADE  UP  AT  NO.    26  BROADWAY. 

Mr.  Rice  charges  that  railroad  tariffs  were  issued  from  No.  26  Broadway.'  I  deny 
positively  that  we  have  ever  made  or  promulgated  any  railroad  tariff  by  any  Standard 
Oil  Company  interest,  and  I  am  positive  that  no  railroad  tariff  was  ever  promulgated 
by  any  Standard  Oil  Company  interest. 

Mr.  Phillips.  I  will  ask  Colonel  Clarke  to  take  the  chair,  as  I  expect  to  ask  some 
questions  in  a  short  time.  I  shall  be  obliged  to  you.  Colonel,  if  you  will  take  the 
chair. 

Q.  (By  Mr.  Jenks.)  You  say  that  no  oil  tariff  has  been  made  or  promulgated  by 
any  of  tne  Standard  Oil  Companies.  I  suppose  when  that  statement  was  made  it 
was  not  intended  to  be  taken  literally.  Would  you  go  so  far  as  to  say  that  the 
Standard  Oil  Company,  or  the  Standard  Oil  officials,  did  not  reason  with  railroad 

1  See  p.  769;  Mi .  Rice,  pp.  717, 719.  «  See  p.  717. 
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official  in  order  to  get  them  to  aij^ree  upon  what  they  considered  to  be  a  fair  and 
just  rate  of  freight  on  oil? — A.  I  certain! v  do  not  wish  to  be  understood  that  myself 
or  possibly  others  of  our  representatives  have  not  seen  railroads  in  regard  to  tariffs 
on  the  shipments.     We  do  have  intercourse  with  nulroad  officials,  as  every  laree 

shipper  prooably  does,  but  that  we  have  ever  issued Mr.  Rice's  intent  certainly 

was  to  give  the  idea  that  we  simply  named  a  rate  and  sent  it  to  the  railroads  to 
accept.    It  is  not  true. 

RATES  NOT  ARBANGED  TO  FAVOR  STANDARD  OIL  SHIPPING   POINTS. 

Q.  Is  it  a  fact,  as  has  been  frequentlv  stated,  that  over  lines  of  railroad  where  the 
Standard  Oil  Compan v  has  very  large  shipments  the  rates  on  oil  are  frequently  made, 
relative!  v  speaking,  lower  than  over  other  roads  where  the  business  rivals  of  the 
Standard  Oil  Company  have  large  shipments  and  where  the  Standard  Oil  Company's 
interests  are  relatively  small,  and  that  this  difference  in  rates  to  the  advantage  of  the 
Standard  Oil  Company  is  brought  about  by  the  influence  of  the  Standard  Oil  Com- 
pany officials? — A.  That  is  absolutely  not  true,  sir.  In  the  first  place  I  do  not  know 
any  railroad  on  which  competitors  of  the  Standard  Oil  Compan v  ship  that  we  do 
not  ship  on  ourselves;  and  tne  oil  rates  of  the  United  States  from  tKe  various  oil  ship- 
ping points  are  on  a  basis.  In  other  words,  the  same  rates  apply  from  all  of  the 
Pennsvlvania  oil  fields,  both  East  and  West,  and  the  same  is  true  of  the  Lima  field; 
and  while  we  may  not  be  located  at  the  very  point  some  competitor  is^  he  has  the 
name  rate  from  his  shipping  point  in  that  field  that  we  have  from  our  shipping  point 
in  the  same  field. 

Q.  Your  main  distributing  points  are,  I  suppose,  ordinarilv  different  from  those  of 
your  chief  compjetitors.  Would  you  be  able  to  secure  rates  from  your  main  distrib- 
uting points  wnich  would  affect  your  business  favorably  and  not  affect  your  rivals  in 
the  same  way?  Is  that  frequently  true?  ^ — A.  I  do  not  think  it  is,  sir.  I  can  only  say 
that  we  set  exactly  the  same  rate  from  the  same  point  and  to  the  same  point  that 
every  other  shipper  pays  from  and  to  that  point. 

STANDARD    MEN    CONNECTED    WITH     RAILROADS    DO    NOT    GET    8PBCIAL    RATSB    FOR  TBI 

STANDARD. 

Q.  (By  Mr.  Kennedy.)  Are  the  Standard  Oil  Company  officials  or  stockholder 
ever  in  a  position,  as  railroad  officials,  where  they  can  give  favors  to  the  Standard 
Oil  Company  in  its  shipments? — A.  I  am  glad  you  asked  that  <}uestion,  sir.  I  do  not 
think  it,  but  I  know.  Mr.  Rice  wishes  to  give  that  impression,'  and  I  can  say  in 
reply  that  since  I  have  had  any  knowledge  of  railroad  rates  on  the  Standard  Oil 
Company's  business,  no  official  of  the  Standard  Oil  Company  who  is  connected  with 
railroads  has  ever  made  a  rate  or  arrangement  for  the  Standard  Oil  Companv,  nor 
have  any  of  those  gentlemen  who  are  connected  and  have  interests  with  railroads 
ever  asked  me  to  give  any  undue  or  unreasonable,  or  in  fact  any,  share  of  the  Stand- 
ard Oil  Company  ousiness  over  such  a  railn»d.  In  other  words,  the  Standard  Oil 
Company's  business  stands  on  its  own  merits;  and  as  I  before  said,  none  of  these  gen- 
tlemen who  may  or  may  not  have  interests  in  these  various  railroads  have  ever  made 
a  rate  or  msule  an  arrangement  for  Standard  Oil  Company  business.  That  bosinesa 
is  done  by  me,  or  by  the  proper  party  in  whose  territory  or  district  the  question 
may  arise. 

Q.  Should  you  be  sure  to  know  whether  that  was  so  or  not? — ^A.  I  should  know. 
If  any  of  the  gentlemen  who  have  lai^  railroad  interests,  as  alleged,  made  a  tariff 
or  arrangement  with  a  railroad  for  our  business,  I  certainly  should  know  of  it  I 
should  be  advised  of  it,  as  I  am  the  proper  department  that  has  a  record  of  those 
rates,  and  should  have  to  know,  necessarily. 

Q.  (By  Mr.  Smyth.)  Do  we  understand  that  shipments  of  the  Standard  Oil 
Company  have  not  been  influenced  toward  certain  lines  by  the  fact  that  tlie  officers 
of  the  Standard  Oil  Company  were  reputed  to  be  large  owners  of  the  stock  in  tho* 
liiu's? — A.  In  no  way,  sir;  and  you  can  readily  see  that  if  the  Standard  Oil  Com- 
pany's business  was  run  on  the  basis  of  favoring  the  individual  interests  of  the  differ- 
ent stockholders  of  the  Standard  Oil  Company,  the  company's  business  itself  would 
necessarily  suffer. 

Q.  (By  Mr.  A.  L.  Harris.)  It  is  true  that  officers  of  the  Standard  Oil  Company 
have  offices  in  different  railroads? — A.  It  is  true  that  Mr.  William  Rockefeller,  for 


1  See  Mr.  Westgate.  pp.  37:^379;  Mr.  Gall ,  pp.  67.V-677, 682-68.5.    See  also  the  testimony  of  Mr.  W.  M.  Ud- 
der and  Mr.  George  L.  Winlock,  pp.  772-775,  footnote. 

2  See  p.  727. 
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instance,  is  a  director  in  some  of  the  railroads.  He  probably  also  is  a  bondholder  in 
the  United  States,  but  there  is  no  connection  between  such  interests  and  the  inter- 
ests of  the  Standard  Oil  Company,  or  the  business  of  the  Standard  Oil  Company. 

ALLEGED  TANK-CAR  DISCRIMINATIONS. 

Q.    (By  Mr.  Clarke.)  We  will  proceed. 

The  Witness.  Mr.  Rice  refers  to  a  role  of  the  Southwestern  bureau  in  regard  to 
charging  on  the  weight  of  a  tank,  when  that  tank  is  intended  for  storage,  at  the  same 
rate  as  on  the  oil  contained  in  the  tank.'  If,  as  Rice  alleges,  the  Standard  Oil  Com- 
pany owns  nearly  all  the  substations  of  the  countr^^,  this  rule  is  hard  on  the  Stand- 
ard Oil  Company.  If  the  railroads  wished  to  discriminate  in  favor  of  the  Standard 
Oil  Company,  they  would  carry  the  weight  of  the  tank  free  the  same  as  they  do  the 
r^ular  tank  car.  Do  you  understand?  Here  is  a  tank  that  is  intended  to  be  used 
as  a  storage  tank  at  some  substation.  It  is  Ic^ed  with  oil  and  sent  to  that  station. 
The  railroad  rule  referred  to  charges  the  same  rate  per  hundred  pounds  on  the  weight 
of  the  tank  as  on  the  oil  contained  in  the  tank.  Kow,  ordinarily  on  the  tank  car 
there  is  no  charge  for  the  weight  of  the  tank.  If  they  wanted  to  favor  us,  all 
they  would  have  to  do  would  be  to  treat  that  tank  containing  the  oil  as  they  do  the 
ordinary  tank  car. 

Q.  (By  Mr.  Phillips.)  There  is  one  question  I  want  to  ask.  That  is  in  regard  to 
shipping  oil  by  barrel  and  by  tank  car.  Has  it  not  been  testified  that  it  is  much 
more  diuigerous  to  ship  oil  in  tank  cars  than  in  barrels,  in  case  of  collision  and  fire?' — 
A.  It  may  have  been  so  testified,  sir.  Different  men  have  their  different  opinions; 
bat  the  answer  to  that  is  that  the  tank  car  is  growing  in  favor,  not  only  in  the  ship- 
ping of  petroleum,  but  in  shipping  all  other  liquid  products,  which  are  open  to  the 
same  objection.  I  think  the  economy  in  shipping  in  tank  cars  over  shipping  in 
barrels,  which  is  being  shown  by  the  enormous  growth  in  the  use  of  tank  cars  lor  a 
CTeat  many  liquids,  proves  that  the  tank  car  is  a  better  method  for  shipping.  And 
the  Central  Freight  Association  rule  to  which  he  refers  is  entirely  proper,  as  it  is 
intended  to  prevent  the  unloading  of  bulk  petroleum  in  railroad  yards  or  depots 
without  proper  facilities,  as  such  imloading  would  increase  the  dan^r  of  loss  by 
fire.  The  rule  simply  means  that  thev  will  not  allow  a  tank  car  to  he  held  in  the 
depot  or  in  the  yard  of  a  railroad  to  oe  unloaded  by  improper  means  into  a  tank 
wagon  or  into  barrels,  as  leakage  or  accident  might  result,  to  the  lai^  loss  of  the 
sarronnding  property,  and  they  simplv  require  that  proper  facilities  should  be  at 
the  point  where  the  tank  car  is  shippea  to.' 

The  Southern  Pacific  tariff:  The  rule  referred  to^  was  submitted  to  the  Interstate 
Commerce  Commission,  w^ho  did  not  order  it  stopped  when  they  decided  the  trans- 
continental case  of  1890. 

Q.  (By  Mr.  Jbnks.)  Will  you  be  kind  enough  to  state  the  rule? — A.  That  rule  was 
amplv  the  rule  hy  which  the  transcontinental  lines  charged  for  returning  the 
cylinder  car,  and  did  not  charge  for  returning  what  is  known  as  the  box-tank  car. 
llie  box-tank  car  is  a  car  which  has  a  tank  in  each  end  and  loadinj^  space  between. 
There  are  other  shippers  besides  the  Standard  Oil  Company  that  ship  and  own  these 
cars,  and  the  Standard  Oil  Company  ship  both  these  cars  and  cylinder  cars  to  the 
transcontinental  points,  and  they  pay  exactly  the  same  rates  on  cvlinder  cars  as  other 
shippers  and  get  their  box  ears  returned  free  the  same  as  other  snippers. 

TEMPORARY  REDUCTION  FOR  THE  PROFIT  OF  THE  STANDARD. 

Regarding  alleged  correspondence  from  the  Standard  Oil  Compan}r's  San  Frandsco 
of&ce,^  I  know  nothing  about  this  correspondence  and  can  not  verify  it.  It  would 
be  fair  to  say,  however,  that  I  have  full  knowledge  on  all  rates  paid  in  California, 
and  I  can  say  positively  we  pay  the  tariff  rates  in  force  at  the  time  of  shipments, 
wherever  made;  Mr.  Rice's  chaT)i:e  there  was  that  the  rates  were  put  up  at  one  season 
gn4  put  down  at  another  from  Chicago  and  other  Eastern  points  to  the  transconti- 
nentgi  points.  I  can  say,  and  the  Interstate  Commerce  Commission  can  affirm,  that 
the  nitos  on  petroleum  and  its  products  from  Chicago  and  other  Eastern  points  to 
O^Uoniia  and  .other  transcontinental  points  have  not  been  changed  since  March  2, 
1891.    The  rates  have  absolutely  been  the  same  for  nearly  nine  years. 

"commissions"   on  FREIGHT. 

Regarding  commissions  oo  ^ight  business,  and  charges  that  the  Standard  Oil  Com- 
pany make  their  own  commuwion:'  It  is  absolutelv  false,  and  I  state  unoualifiedly 
that  the  Standard  Oil  Comp^fiy  has  never  receivea,  either  directly  or  inairectiy,  a 

» See  p.  718.  3  See  p.  718,  bottom.  &  See  pp.  7 19-T26. 

«  See  pp.  377, 378;  Mr.  Bice,  pp.  716, 717.  *  See  p.  719.  •  See  p  727. 
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cotnmiseion  from  any  railroad  in  any  form  since  the  paasage  of  the  interstate-com- 
merce law. 

Q.  (By  Mr.  Phillips.)  Should  you  be  in  a  position  to  know  absolutely  if  it  received 
any? — A.  I  should,  sir. 

Q.  In  regard  to  all  railroads  and  all  transportation? — A.  I  should,  sir. 

Q.  And  m  r^Euxl  to  divisions  and  local  freights  in  certain  sections,  and  so  on, 
would  it  bar  others  than  the  Standard  Oil  Company  from  enterinjj  those  sections? 
You  would  be  in  position  to  know  all  about  that,  should  you,  either  directly  or  indi- 
rt?ctiy?— A.  I  did  not  catch  the  last  part  of  your  question.  I  should  know  if  the 
Standard  Oil  Company  received  any  oenefits  throughout  the  United  States,  and  1 
would  unqualifiedly  say  they  have  not. 

AS  TO    LOCAL   RATES   FAVORABLE  TO  THE  STANDARD. 

Q.  I  think  it  has  been  testified  before  this  commission  that  in  certain  sections  of 
the  country,  while  they  may  have  a  through  rate  of  freight  up  to  a  certain  division 
of  the  United  States,  local  rates  are  made  so  that  independent  refiners  can  not  enter 
those  portions,  and  in  that  way,  indirectly,  the  Standard  Oil  Company  has  an 
advantage,  which  would  be  similar,  and  perhaps  superior,  to  a  rebate  or  a  drawback?— 
A.  If  you  mean,  sir,  because  we  have  refineries  at  the  Atlantic  seaboard  to  supply 
New  England  and  at  Chicago  to  supply  the  West,  as  compared  with  the  man  who 
has  his  refinery  in  the  oil  regions  and  tries  to  supply  both  the  West  and  New  Eng- 
land, I  admit  we  have  advantages;  but  I  say  we  pay  the  same  rate  of  freight  from 
the  same  shipping  point  to  the  same  destination  as  every  other  shipper  does.^ 

Q.  And  there  are  no  local  rates,  as  far  as  vour  knowledge  soes,  that  would  inter- 
fere with  the  independents  entering  that  subdivision? — A.  Whatever  the  local  rate 
is  from  any  point  to  any  point  we  pay  the  same  as  any  other  shipper  pays  from  that 
point  to  that  point. 

Mr.  Clarke.  You  may  proceed. 

RECEIVERS  OOWSN   AND   MURRAY'S  LETTER. 

The  Witness.  In  regard  to  the  letter  from  Receivers  Cowen  and  Murray  to  the  Inter- 
state Commerce  Commission,  in  which  they  admit  paying  rebates  since  the  passa^ 
of  the  interstate-commerce  law,*  and  which  Mr.  Rice  aasumed  means  paying  us  Isi^ 
rebates,  I  would  say  positively  that  since  the  passage  of  the  interstate-commerce  law 
the  Baltimore  and  Ohio  Railroad  has  not  paia  us  one  dollar  in  rebates,  or  in  any  way 
made  any  concession  from  their  tariff  rates.  Mr.  Arch  bold  filed  with  this  commis- 
sion a  letter  from  the  Baltimore  and  Ohio  Railroad  dated  August  21, 1899,  confirming 
this  statement. 

Q.  (By  Mr.  Kennedy.)  Would  you  say  that  an  inspection  of  the  books  of  the 
Baltimore  and  Ohio  Railroad  Company  would  not  show  that  rebates  or  discrimina- 
tions or  commissions  or  anything  of  the  kind  had  been  paid  to  the  Standard  Oil 
Company  since  the  passage  of  the  interstate-conmierce  law? — ^A.  I  would;  abso- 
lutely, sir. 

Q.  (By  Mr.  Smyth.)  You  know  Mr.  Rice  stated  that  rebates  were  not  paid,  but 
that  commissions  were  nven  to  persons  to  secure  the  business  of  the  Standard  Oil 
Company  and  others?  You  deny  that? — A.  Previously  I  denied  that  we  recei\'ed 
commissions  in  any  form  from  an^  railroads.  That  applies  particularly  to  the  Balti- 
more and  Ohio,  and  any  other  railroad  you  wish  to  point  out. 

UNDERBILLING   OF  TANK   CARS. 

Regarding  alleged  underweighing  of  tank-car  shipments  from  Boston  to  Newport, 
R.  I.:  For  most  of  the  vears  1896  and  1897  we  were  making  occasional  shipments  of 
naphtha  in  tank  cars  from  Boston  to  the  Newport  Gas  Company.  The  shipmente 
altogether  amounted  to  some  fifteen  or  twenty  tank  cars  during  the  entire  jaeriod. 
On  three  or  four  of  the  cars  the  New  York,  New  Haven  and  Hartford  Railroad, 
through  clerical  error,  billed  these  cars  at  less  than  their  actual  weight  This 
resulted  in  an  undercharge.    As  soon  as  it  was  discovered,  the  balance  due  was  paid. 

The  railroads  transporting  these  shipments,  as  well  aa  all  railroads  of  the  United 
States,  had  the  actual  capacity  of  all  these  cars,  and  the  error  occurred  throogb  no 
fault  of  the  Standard  Oil  Company.  . . 

I  shall  hand  as  an  exhibit  Tank  Gauge  Book  No.  4,  which  is  the  fourth  book  wbicb 
has  been  published  by  the  Central  fteight  Association,  giving  the  capacity  of  all 

1  bee  p.  768,  footnote  1 .  *  See  pp.  728, 7S2. 
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tank:  cars  of  the  Union  Tank  Line  Company.  The  same  publication  baa  been  in  the 
handfi  of  the  railroads  for  the  past  ten  or  fifteen  years.'  Tnis  book  contains  the  nnm- 
ber  and  the  capacity  of  the  tank  cars  referred  to  by  Mr.  Rice.  We  furnished  this 
information  to  the  railroads,  and  we  submit  that  it  is  not  likely  that,  having  fur- 
nished the  actual  capacity  of  the  cars  to  the  railroads,  we  would  go  to  these  same 
railroads  on  interstate  shipments  and  show  a  less  rate,  because  it  would  simply  mean 
that  we  would  know  that  we  were  violating  the  law  and  furnishing  evidence  to  prove 
that  we  had. 

The  Interstate  Commerce  Commission,  through  Commissioner  Prouty,  investigated 
this  charge  at  Boston,  March  12,  1898,  and  after  the  investigation  dropped  it,  as  it 
was  clearly  shown  by  testimony  taken  there  that  the  mistakes  were  simply  clerical 
errors.  I  wish  to  offer  a  sworn  statement  of  Vice-President  Hall  ^now  president)  of 
the  New  York,  New  Haven  and  Hartford  Railroad,  which  was  given  m  answer  to 
the  request  of  the  Interstate  Commerce  Commission  in  regard  to  this  very  matter, 
in  which  he  gives  the  detail  of  the  shipments  for  the  two  years.  I  read  from  his 
answer  that  the  mistakes  occurred  **  through  error  of  this  (nulroad)  company's  agent 
and  without  misrepresentation  or  fault  on  the  part  of  the  shipper."  * 

1  As  to  the  actual  use  of  this  book  in  certain  railroad  ofBcee,  see  the  testimony  of  Mr.  W.  M.  Kidder 
Mr.  George  L.  Keyes.  and  Mr.  George  L.  Winlock,  pp.  772-776,  footnote. 

s  The  copy  of  Mr.  Hall's  statement  submitted  to  the  commlsBion  is  as  follows: 

[The  New  York,  New  Haven  and  Hartford  Railroad  Company,  President's  Office.] 

Nbw  Havbn,  Conn.,  January  25, 1888, 
The  Honorable  Interbtatb  Ck)ifi(KBCB  CoMinsBiON, 

Washington,  D.  C. 

Gentlemen:  In  the  matter  of  alleged  irregularities  in  the  transportation  of  petroleum  and  its  prod- 
ucts from  East  Boston.  Mass.,  to  Newport,  R.  I  (docket  No.  528) ,  and  in  obedience  to  the  order  of  your 
board  made  January  11, 1898,  this  company  makes  answer  to  the  inquiries  contained  in  said  order  as 
follows: 

1.  There  are,  and  since  April  6, 1896,  there  have  been,  no  Joint  through  rates  or  arrangements  for 
through  waybilling  between  the  New  York,  New  Haven  and  Hartford  Railroad  €k>mpany  and  the 
Boeton  and  Albany  Railroad  Companv  from  East  Boston,  Mass.,  to  Newport,  R.  I.  All  shipments  of 
petroleum  and  its  products  since  said  lastrmentioned  date  have  been  subject  to  the  local  rates  of  the 
respective  companies. 

2.  Between  April  6, 1896,  and  December  1, 1897,  there  were  the  following  shipments  of  petroleum 
and  its  products  from  East  Boston  to  Newport  by  way  of  the  Boston  and  Albany  Railroad  and  the  rail- 
road of  this  company,  to  wit: 

(a)  On  the  18tn  day  of  June,  1896,  this  company  received  from  the  Boston  and  Albany  Railroad 
Company  at  Boston  three  U.T.L.cars,  Nos.  7610, 8369,  and  1S29,  consigned  to  the  Newport  Gaslight 
Company,  containing  naphtha,  w^ht  72,000  pounds,  which  this  oompanv  rebiiled  from  Boston  to 
Newport  at  its  rate  of  10  cents  per  100  pounds;  total  charges,  972.  Said  weight  was  that  given  in  the 
waybill  of  the  Boston  and  Albany  Railroad  Company  as  delivered  to  this  company,  and  accepted 
through  error  of  this  company's  agent  and  without  any  misrepresentation  or  fault  on  the  part  of  the 
shipper.  It  was  subsequently  found  that  the  weight  should  have  been  148,130  pounds  and  a  correc- 
tion thereof  was  made.  Its  charge  of  10  cents  per  100  pounds  on  the  difference,  amounting  to  If71 13, 
was  collected. 

(6)  On  the  28th  day  of  July,  1896,  this  company  received  from  the  Boston  and  Albany  Railroad  Com- 

any  at  Boston  two  U.  T.  L.  cars,  Nos.  1205  and  7916,  consigned  to  the  Newport  Gaslight  Company,  con- 
Ining  naphtha,  weight  101.530  pounds,  which  this  company  rebiiled  from  Boston  to  Newport  at  its 
rate  of  10  cents  per  100  pounds:  total  charge,  $101.53. 

(c)  On  the  2d  day  of  September,  1896,  this  company  received  from  the  Boston  and  Albany  Railroad 
Company  one  U.  T.  L.  car.  No.  1323,  consigned  to  the  Newport  Gaslight  Company,  containing  oil,  weight 
50,300pound8,  which  this  company  rebiiled  from  Boston  to  Newport  at  its  rate  of  10  cents  per  100 
pounds;  total  charge,  850.30.  .     ^  ,  ^    ^  ^  .  ,^         «  ^.      ^ 

Id)  On  the  3d  day  of  September,  1896,  this  company  received  from  the  Boston  and  Albany  Railroad 
Company  at  Boston  one  U.  T.  L.  car.  No.  2059,  consigned  to  the  Newport  Gaslight  Company,  containing 
naphtha,  weight  50,190  pounds.  This  was  by  some  error  rebiiled  from  Boston  to  Newport  at  the  rate 
of  14  cents  per  100  pounds;  total  charges,  f70.26.  It  beine  subsequently  found  that  upon  this  shipir  ent 
there  was  an  overcharge,  it  waa  thereafter  adjusted  to  the  proper  rate  of  10  cents  per  100  pounds  and 
the  exceffl  refunded.  ,    ,  _  . 

(e)  On  the  16th  day  of  October,  1896,  this  companv  received  from  the  Boston  and  Albany  Rai  road 
Company  at  Boston  two  U.  T.  L.  cars,  Nos.  4531  and  7802,  consigned  to  the  Newport  Gaslight  Comp  nv, 
containing  oil,  weight  89,470  pounds,  which  this  company  rebiiled  from  Boston  to  Newport  at  its  rate 
of  10  cents  per  100  pounds:  total  charge,  $89.47. 

(/)  On  the  19th  day  of  October,  1896,  this  company  received  from  the  Boston  and  Albany  Railroad 
Company  at  Boston  one  U.  T.  L.  car.  No.  8869,  consigned  to  the  Nev^port Gaslight  Company,  contain- 
ing naphtha,  weight  42,490  pounds,  which  this  company  rebiiled  from  Boston  to  Newport  at  ts  rate  of 
10  cents  per  100  pounds;  total  charges,  $42.49. 

07)  On  the  lOtn  day  of  February,  1897,  this  company  recelTcd  from  the  Boston  and  Albany  Railroad 
Company  at  Boston  two  U.  T.  L.  cars,  Nos.  1329  and  7986,  consigned  to  the  Newport  Gaslight  Com- 
pany, containing  naphtha,  weight  48,000  pounds,  which  this  company  rebiiled  from  Boston  lo  New- 
port at  its  rate  of  10  cents  per  100  pounds,  total  charges,  148.  Said  weight  was  that  given  In  the  way- 
bill of  the  Boston  and  Albany  Railroad  Company  as  delivered  to  this  company  and  accepted  thioi  gh 
error  of  this  company's  agent  and  without  any  misrepresentation  or  fault  on  the  part  of  the  t^hipper. 
It  was  subsequently  found  that  the  weight  should  have  been  101,613  pounds,  and  a  correction  thv^reof 
was  made.    Its  charge  of  10  cents  per  100  pounds  on  the  difference,  amounting  to  853.61,  was  collected. 

Ih)  On  the  19th  day  of  May,  18OT,  this  company  received  from  the  Boeton  and  Albany  Railroad 
Company  at  Boston  two  (J.  T.  L.  cars,  Nos.  7915  and  1286,  consigned  to  the  Newport  Gaslight  Company, 
containing  naphtha,  weight  48,000  pounds,  which  this  company  rebiiled  from  Boston  to  Newport  at  its 
rate  of  10  cents  per  100  pounds;  ioUd  charges,  $48.  Said  weight  was  that  given  in  the  waybill  of  the 
Boston  and  Albany  RaUroad  Company  as  dellYered  to  this  company  and  accepted  through  error  of 
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I  refer  now  particalarly  to  the  two  cars  which  Mr.  Rice  refers  to;  two  cars  con* 
taining  100,986  pounds  which  were  carried  at  48,000  pounds.^ 

Q.  (By  Mr.  Jenks.)  Was  this  the  same  case  investigated  by  Mr.  Prouty? — ^A.  Yes. 
Vice-President  Hall,  who  now  is  president  of  the  New  Haven  Road,  savs  this  in  his 
sworn  answer:  "  (h)  On  the  19th  day  of  May,  1897,  tiiis  company  received  from  the 
Boston  and  Albany  Railroad  Company  at  Boston  two  U.  T.  L.  cars,  No6.  7915  and 
1286,  consigned  to  the  Newport  Gaslight  Company,  containing  naphtha,  weight 
48,000  pounds,  which  this  company  rebiiled  from  Boston  to  Newport  at  its  rate  oflO 
cents  per  100  pounds;  total  chaises,  |48.  Said  weight  was  that  given  in  the 
wavbill  of  the  Boston  and  Albany  Railroad  Company  as  delivered  to  this  company 
ana  accepted  through  error  of  this  company's  agent  and  without  any  misrepresenta- 
tion or  fault  on  the  part  of  the  shipper.  It  was  subsequently  found  that  the  weight 
should  have  been  100,986  pounds,  and  correction  thereof  was  made.  Its  charge  of  10 
cents  per  100  pounds  on  the  difference,  amounting  to  $52.98,  was  collected." 

I  also  offer  m  connection  with  that  case  the  testimony  taken  before  Commissioner 
Prouty  at  the  hearing  in  Boston  March  12,  1898,  and  I  would  like  to  read  from  Mr. 
Winlock's  testimony  at  that  time.'    Mr.  Winlock  was  general  agent  of  the  New 

this  company's  agent  and  without  any  migrepresentation  or  fault  on  the  part  of  the  shipper.  It  was 
subsequently  found  that  the  weight  should  have  been  100,986  pounds,  and  correction  thereof  wis 
made.    Its  cnane  of  10  cents  per  100  pounds  on  the  difference,  amounting  to  152.98,  was  collected. 

(0  On  the  22d  day  of  July,  1897,  this  company  received  from  the  Boston  and  Albany  Railroad  0am- 
pany  at  Boston  two  U.  T.  L.  cars.  Nos.  1286  and  7544.  consigned  to  the  Newport  Gas  Company,  contain- 
ing oil,  weight  100,540  pounds,  which  this  company  rebiiled  from  Boston  to  Newport  at  its  rate  of  10 
cents  per  lOOpounds;  total  charge,  9100.54. 

8.  Annexed  hereto  are  copies  of  the  original  waybills  and  Boston  and  Albany  Railroad  voocheia 
connected  with  each  of  the  above-specified  shipments. 

All  of  which  is  lespectfully  submitted. 

The  Nbw  Yobk,  New  Haven  and  Hartford  Railroad  Oompany, 
By  John  M.  Hall,  Vice-President. 

State  op  Connecticut,  City  and  County  qf  New  J7at<en,  <•; 

John  M.  Hall,  being  duly  sworn,  says  that  he  is  the  vice-president  of  the  New  York,  New  Haven 
and  Hartford  Railroad  Company,  above  named,  and  that  the  forgoing  answer  is  true  as  he  verily 
believes. 

John  M.  Hall. 
Subscribed  and  sworn  to  before  me  this  2&th  day  of  January,  1896. 

Avery  Clark,  Notary  PtMie. 

1  See  p.  731. 

s  The  following  are  further  extracts  from  stenographer's  notes  of  the  testimony  taken  at  this  hearing, 
a  copy  of  which,  verified  by  the  affidavit  of  Mr.  Walter  Rogers,  the  stenographer,  was  submitted  to  the 
Industrial  Commission  by  Mr.  Page.  The  hearing  was  held  before  Mr.  Charles  A.  Prouty,  Intentate 
Commerce  Commissioner.  Mr.  J.  F.  Marchand  appeared  for  the  Interstate  Conmierce  CommissioD; 
Mr.  Samuel  Hoar  for  the  Boston  and  Albany  Railroad;  Mr.  G.  L.  Winlock  for  the  New  York,  New 
Haven  and  Hartford  Railroad,  and  Messrs.  Hyde  <&  Baxter  for  the  Standard  Oil  Company. 

Testimony  of  Mr.  W.  M.  Kidder,  agent  of  the  Boston  and  Albany  Railroad  at  East  Boston: 
"Q.  (By  Mr.  Marchand.)  Mr.  Kidder,  just  explain  the  method  of  billing  freight  for  the  Standard 
Oil  Company  out  of  East  Baston. 
"  Mr.  HYDE.  We  should  like  to  have  that  restricted  to  interstate  shipments,  if  you  please. 

"Q.  (By  Mr.  Marchand.)  Is  it  customary  to  incorporate  in  your  waybill  the  weights  of  cars  received 
from  the  Standard  Oil  (;k>mpany  for  shipment  of  naphtha  over  the  New  York,  New  Haven  and  H&rtfonl 
Road? 

"Mr.  Hyde.  Just  a  moment.  We  should  like  to  have  the  question  restricted  to  these  shlpmentB.  if 
you  please.    I  understand  that  is  the  matter  in  investigation,  Mr.  CommisBioner. 

"The  Commissioner.  Yes;  but  I  think  you  may  aak  him,  Mr.  Marchand,  what  his  custom  is  as  to 
similar  shipments,  for  the  purpose  of  showing  what  he  did  with  reference  to  these  particular  shipments 
was  in  accordance  with  the  ordinary  methods  of  business. 

"  Mr.  Hyde.  So  far  as  it  refers  to  interstate  matten. 

*  *  »  »  *  «  « 

"Q.  (By  Mr.  Marchand.)  Is  it  customary  to  Incorporate  in  the  waybill  the  weight  of  the  can  of 
naphtha  for  the  Standard  Oil  Company?— A.  Yes,  sir. 

"  Q.  What  is  your  source  of  information  as  to  weight?— A.  Well,  the  receipts  received  from  the 
Standard  Oil  (Company  give  no  weights.  My  waybill  clerk  inserted  the  weights  of  24,000  pounds  for 
each  tank  car. 

"  O.  In  the  absence  of  any  weight  reported  by  your  yard  master,  from  whom,  as  I  understand,  yon 
obtain  the  memorandum  of  shipment,  how  do  you  obtain  the  weights?— A.  As  I  say,  without  the  weight 
my  billing  clerks  put  in  the  minimum  tank-car  weight,  which  is  24,000  pounds. 

"  Q.  Is  it  customary  to  ship  tank  cars  of  naphtha  upon  the  minimum  weight?— A.  Yes,  sir. 

"Q.  Under  what  circumstances  do  you  do  that?— A.  Do  that  every  time  where  there  is  no  wei^t 
shown  on  the  receipt.    You  know  we  don't  weigh  those  cars  at  East  Boston  at  all. 

"  Q.  What  do  you  charge  to  the  Standard  Oil  Company  for  transporting  these  tank  care  to  Boston 
toT  reshipment?— A.  Six  dollars  per  tank. 

*  «  *  «  »  »  • 
"Q.  When  you  want  to  ascertain  the  weight  or  capacity  of  a  car,  how  do  you  go  about  it?    I  have 

reference  to  tank  oars.— A.  Tank  cyirs? 
*'  Q.  Yes.— A.  Well,  the  only  way  to  do  it  would  be  to  weigh  them  empty  and  weigh  them  loaded. 
*'  Haven't  you,  or  hasn't  your  company— haven't  you,  I  will  put  it—in  your  possession  a  book  published 
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Haven  Road  at  Boston,  and  testified  that  he  had  full  charge  of  rates  from  Boston  to 
all  points  on  the  New  Haven  road. 

Mr.  Winlock  says:  "I  have  nothins  to  say  except  what  Mr.  Page  has  said,  so  far 
as  the  relations  between  the  New  Haven  road  and  the  Standard  Oil  Company  are 
concerned,  is  absolutely  true.  There  is  no  arrangement  of  any  kind  between  the 
Standard  Oil  Company  and  the  New  Haven  road  oy  which  they  can  get  any  better 
rates,  whether  it  is  by  a  rebate,  or  by  underbilling,  or  by  anvthing  of  that  kind,  than 
what  everybody  else  gets.  Our  rates  are  pubflshed,  and  posted  for  everybody. 
These  undercharges  in  weight  were  errors  oi  our  local  agents  in  accepting  them  as 
sach.  They  should  have  mvestigated  the  matter  more  than  they  dia.  Instead  of 
blindly  taking  the  weights  given  by  the  Boston  and  Albany  Railrcmd  vouchers,  they 
should  have  taken  some  means,  as  they  did  in  nearly  every  other  case,  to  ^t  at  the 
proper  weights.  The  tariffs  to  Newport  were  based  on  actual  weight,  and  mstead  of 
taking  this  constructive  tonnage  of  the  Boston  and  Albany  road,  which  they  used 
for  purposes  of  their  own,  they  should  have  taken,  as  I  said^  some  means  of  ascer- 
taining the  weights  in  every  case.    The  other  cases  were  errors  of  theirfl." 

Q.  (By  Mr.  Jbnkb.)  I  see  in  the  testimony  that  the  weights  are  taken  from  the 
Boston  and  Albany.    I  understand  your  shipping  point  is  East  Boston? — ^A.  It  is. 

Q.  And  the  Boston  and  Albany  road  takes  me  oil  from  East  Boston  to  where  it 
delivers  to  the  New  Haven  and  Hartford? — ^A.  Yes. 

Q.  Is  it  true,  as  has  been  stated,  that  when  oil  is  delivered  to  the  Boston  and 
Albany  road  by  your  people  the  billing  is  done  by  your  people  directly,  and  that  you 
furnish  the  weignts  to  the  Boston  and  Albany? — A.  It  is  not  true,  sir,  as  was  shown 
in  this  late  testimony.  I  will  explain  it:  Our  works  are  located  at  East  Boston  on 
the  Boston  and  Albany  road.  The  Boston  and  Albany  road  have  to  switeh  any  car 
from  Boston  to  East  lioston,  where  the  cars  are  delivered  to  the  New  Haven  road. 
That  switehing  chaige,  as  I  recall  it,  is  $6  per  car;  either  $4  or  $6  per  car.  The  Bos- 
ton and  Albany  road,  like  many  other  roads,  wishes  to  show  its  tonnage,  whether 
the  rates  are  per  car  or  per  hundred  pounds;  and  where  the  rate  is  per  car,  as  in  this 
instance,  it  probably  uses  24,000  pounds,  which  is  the  usual  carload  weight;  it  is  the 
minimum  carload  weight.  They  simply  put  in  24,000  pounds.  The  testimony  shows, 
and  I  swear  now,  that  we  did  not  give  the  Boston  ana  Albany  road  24,000  pounds  as 
the  weight  of  those  cars,  nor  did  we  give  them  any  weieht.  We  did  notify,  not  only 
directly,  but  through  this  book,  the  actual  weight  of  all  those  cars,  and  it  was  simply 
an  error  of  the  New  Haven  road,  as  shown  in  the  testimony,  and  as  offered  by  Vice- 
President  Hall,  that  the  New  Haven  road  took  in  error  the  constructive  weight  of 
the  Boston  and  Albany  in  their  bill,  instead  of  taking  the  actual  weight,  which  they 
had  in  their  power  to  get,  and  should  have  got. 

Q.  It  is  usually  the  custom  of  the  Boston  and  Albany  in  their  shipping,  to  put  in 
the  minimum  weight,  24,000  pounds? — A.  It  seems  to  be  so  in  this  case.  I  can  not 
say  what  the  general  custom  is,  but  it  is  the  custom.  There  is  nothing  exceptional 
in  the  Boston  and  Albany  having  a  switehing  rate  for  switehing;  it  is  no  more  than 
any  other  railroad  does. 

Q.  As  to  the  regular  custom  of  the  Boston  and  Albany  in  shipping  to  points  in 
Massachusetts,  you  would  swear  somewhat  positively  that  their  snipping  rates  are 
based  on  the  full  car  rates?  I  am  not  speaking  of  interstate  traffic. — A.  I  say  this: 
that,  as  far  as  the  Boston  and  Albany  rates  are  concerned,  whether  within  the  State  of 

by  the  Central  Freight  Association,  known  as  Capacities  of  Tank  Cars  Used  in  the  Transportation  of 
Petroleum  and  its  mductfl?— A.  No:  I  never  remember  of  seeing  such  a  book. 

"  Mr.  March  AND.  I  wish  to  offer  this  book  in  evidence. 

'♦  The  Commissioner.  Mark  that.    (Book  marked  '  Exhibit  8.  W.  W.  C) 

" The  Commissioner.  The  witness  is  shown  Exhibit  No. 8, being  entitled  'Tank  Gauge  Hand  Book 
No.  3.' 

•*  The  WiTNEBB.  No,  sir;  I  never  saw  that  book  before. 

"  Q.  Did  you  ever  see  a  book  like  it?— A.  No,  sir. 

"  Q.  Do  you  know  of  any  other  book  which  contains  the  capacities  of  tank  cars  which  are  used  by 
railroadfT?— A.  I  do  not. 

"  Q.  Then,  Mr.  Kidder,  if  you  wanted  to  arrive  at  the  weight  of  a  car  loaded— a  tank  car  loaded— 
you  would  weigh  it  first  empty,  and  then  weigh  it  after  it  was  filled?— A.  Yes,  sir;  that  is  the  only 
correct  way  that  I  know  of  of  doing  it. 

•'  Q.  Now,  when  you  deliver  tank  cars  to  the  New  York.  New  Haven  and  Hartford  roed  what  do  you 
furnish  the  New  Haven  road  with?- A.  I  don't  know,  sir;  I  can't  tell  you. 

"  Q.  Who  does  know?— A.  Our  Boston  office;  we  only  bill  the  cars,  you  know,  to  Boston. 

"Q.  (By  the  Commissioner.)  Mr.  Kidder,  the  Standard  Oil  Company  has  a  large  storage  capacity 
for  petroleum  in  East  Boston,  has  it?— A.  Yes,  sir;  I  don't  know  the  capacity. 

"O.  I  suppose  you  receive  from  time  to  time  tank  cars  loaded  there  for  transportation  to  points  on 
the  fine  of  tne  Boston  and  Albany  Railroad?— A.  Yes,  sir. 

»  »  »  »  »  »  • 

"  Q.  What  I  want  to  know,  if  you  have  any  knowledge  of  this  sort,  is  what  the  method  would  be  If 
the  Standard  Oil  people  desire  to  ship  a  tank  of  oil  from  East  Boston  to  some  point  upon  your  line  to 
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MaaBachosettfl  or  without  the  State,  we  pay  exactly  the  same  rates  a»  anyone  else 
pays  from  Boston  to  the  same  destination.*  Now,  I  can  not  recall  and  1  do  not  know 
every  local  rate  on  every  railroad  in  the  United  States,  but  I  do  know  that  we  pay 
the  same  rate  of  freight  from  the  same  point  to  the  same  point  as  every  other  shipper. 

Q.  Whether  it  be  local,  within  the  State,  or  interstate? — A.  Yes. 

Q.  (By  Mr.  A.  L.  Harris.)  Who  detemunes  the  weight  and  contents  of  the  tank 
car  as  listed  in  your  book? — ^A.  The  capacity  of  the  tank  car  is  first  found  in  the  vauee 
of  the  Union  Tank  Line  Company  by  measurement,  and  that  is  confirmed  by  water 


wbich  there  was  a  rate  by  the  hundred  pounds,  and  not  an  arbitrary  rate,  as  it  was  in  this 
Would  that  be  wayblUed  directly  from  East  Boston,  or  would  it  be  sent  over  to  Boston  and  way- 
billed^— A.  It  would  be  waybiUed  from  East  Bost<m. 

*  Q.  When  you  receive  that  car  from  the  Standard  Oil  Company  what  do  you  sign,  if  anything?— A. 
The  same  kind  of  a  receipt  is  signed. 

"  CL  Would  that  receipt,  as  far  as  you  know,  state  the  weight  of  that  tank?— A.  No,  sir;  it  would  noL 

*'0.  How  would  you  know  what  the  weight  wa^— A.  we  would  bill  it  at  the  standard  minimum 
weight  of  a  tank  car. 

"  Q.  BiU  it  at  24,000  pounds— A.  Yes. 

*'  <i.  And  that  is  ordinarily  done  with  the  Standard  Oil  Company,  is  it,  to  local  points?— A.  Yes.  sir/* 

[Testimony  of  Mr.  Qeoige  L.  Keyes.] 

Mr.  Keyea  was  employed  in  the  freight  department  of  the  New  York,  New  Haven  and  Hartford  road 
at  Boston. 

"  U^  (By  Mr.  March  AND.)  Hare  you  in  use  in  your  office  a  book  issued  by  the  Central  Freight  Aso- 
ciationjffiving  the  capacities  of  tank  cars?- A.  No,  sir. 

"Q.  Have  you  any  publication  showing  the  weights  of  tank  cars  and  capacities?— A.  No.  sir. 

"  Q.  How  do  you  anive  at  the  weighU?— A.  We  have  taken  the  weights  rendered  on  the  papers  from 
the  connecting  line." 

[Testimony  of  Mr.  W.  F.  Davia] 

Mr.Davis  was  billing  clerk  at  the  Park  Square  st  ation,  Boston,  of  the  New  York,  New  Haven  and 
Hartford  Road. 

"  Q.  (By  the  Commtsbionkb.)  Mr.  Davis,  how  long  have  you  been  a  billing  clerk  in  the  Providence 
office?- A.  About  6  years. 

"  Q.  How  many  billing  clerks  are  employed  there?— A.  There  are  6  employed  there  now. 

"  Q.  During  the  last  6  years  have  you  oilled  out  at  one  time  and  another  a  good  many  of  these  tank 
cars?- A   Quite  a  number. 

"  Q.  What  do  you  mean  by  quite  a  numbert^A.  Perhaps  one  a  week. 

"Q.  During  that  time  have  you  ordinarily  sent  them  along  on  this  voucher  of  the  Boston  and 
Albany  of  24,000  pounds?- A.  Unless  I  received  other  instructions. 

"Q.  How  often  have  you  received  other  instruction^?— A.  1  couldn't  say  as  to  that 

"  Q.  Well,  give  us  the  same  idea,  approximately,  as  to  how  often  you  received  other  instructions  as 
you  have  given  as  to  the  number  of  cars  you  sent  out.— A.  In  almost  every  case. 

*'  Q.  You  say  you  have  received  other  instructions  in  almost  every  case.- A.  Yes,  sir. 

"Q.  How  do  you  happen  to  receive  those  instructions?— A.  By  a  letter. 

"Q.  And  by  a  letter  from  whom?— A.  From  the  Standard  Oil  Company. 

"Q.  So  that  the  Standard  Oil  Company  had  been  accustomed  to  instruct  you  as  to  the  weight  at 
which  those  tank  cars  should  be  billed?— A.  Yes,  sir. 

"  Q.  And  the  Standard  Oil  Company  must  have  knoim  unless  they  did  instruct  you  you  would  have 
billed  the  car  at  24,000  pounds?- A.  I  don't  know  about  that. 

"Q.  What  did  they  instruct  you  foit— A.  If  they  wanted  a  car  prepaid  they  would  instruct  us  to 
prepay  the  freight. 

"  Q.  This  particular  car  was  nrepaid,  wasn't  it?— A.  Yes,  sir. 

"Q.  You  say  the  Standard  (Jil  Company  have  usually  written  ^our  office  a  letter  instructing  yoa 
and  living  you  the  weight  of  the  carf- A.  Yes.  dr. 

'*  Q.  Now,  can  you  tell  us  about  what  part  of  the  instances  which  you  have  billed  out  you  received 
instructions  of  that  kind?— A.  In  almost  every  case. 

"  Q.  And  that  came  to  you  without  solicitation  of  or  application  to  the  Standard  Oil  Company?— A. 
Yes,  sir. 

''  Q.  It  was  done  by  them  of  their  own  motion?— A.  Yes,  sir." 

[Testimony  of  Mr.  George  L.  Winlock.1 

Mr.  Winlock  was  assistant  general  freight  agent  of  the  New  York.  New  Haven  and  Hartford  road. 

"  Q.  Haven't  you  in  your  office  a  publication  which  designates  the  capacity  of  tank  caitf— A.  Yes,  sir 

"Q.  How  long  have  you  had  sucn  a  publication?— A.  Since  about  the  middle  of  February,  I  should 
Judge. 

"Q.  Had  you  no  compiled  information  with  respect  to  capacities  of  tank  cars  prior  to  Februarv, 
1808?— A.  No,  sir." 

(The  witness  is  reading  a  series  of  letters  from  the  Standard  Oil  Company,  giving  information  as  to 
the  weights  oi  tank-car  shipments.) 

*'  Q.  (By  Mr.  Hyde.)  Ana  the  next  one  in  point  of  time? 

*'Mr.  Paok.  Will  the  Commiasioner  please  note  that  this  next  one  is  one  of  these  undercharge 
shipments? 

"  A.  The  next  one  is: 

"'FEBRUABY9.  1897. 

•  •  Mr.  A.  H.  Porter. 

"  *  You  will  receive  from  the  Boston  and  Albany  road,  U.  T.  L.  can  1329  and  7936,  consigned  to  the 
Newport  Gaslight  Company,  of  Newport,  R.  I.    The  weights  of  these  cars  are  as  follows:  1329. 50.273 

^  See  testimony  of  Mr.  W.  M.  Kidder,  at  the  top  of  the  foomote  above,  on  this  page. 
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gauge,  and  the  Central  Freight  Association  have  a  bureau  of  inspectors  who  go  around 
and  test  the  caj)acity  of  those  cars. 

Q.  Each  car  is  numbered? — Each  car  is  numbered  and  each  car's  capacity  in  gal- 
lons is  given,  and  its  equivalent  capacity  in  pounds,  based  on  the  average  weight  of 
6.4  pounds  pergallon. 

Q.  (By  Mr.  Clarke.)  What  psmer  or  vouchers  passes  from  the  Boston  and  Albany 
Hailroaa  Company  to  the  New  York,  New  Haven  and  Hartford  Railroad  Company 
in  that  case? — A.  Simply  a  bill  of  lading  Uiat  that  car  which  they  received  at  East  Bos- 
ton and  which  they  delivered  to  the  New  Haven  road  at  Boston  was  destined  for 
the  Newport  Gas  Light  Company  at  Newport. 

Q.  Do  the  Boston  and  Albany  haul  this  freight  over  its  line  from  Albany  to  Boston 
at  a  lower  measurement  or  at  a  higher  measurement? — ^A.  This  shipment  originated 
at  East  Boston  on  the  line  of  the  Boston  and  Albany  road. 

Q.  Over  the  road  that  used  to  be  called  the  Freignt  Railroad  from  East  Boston  to 
Boston? — A.  I  do  not  know  the  name  of  the  road,  but  the  switching  charge  is  from 
Boston  to  East  Boston. 

Mr.  Clarkb.  I  will  explain  to  the  commission  that  it  is  a  railroad  some  4  or  6  miles 
long.  It  is  rather  more  than  an  ordinary  switch.  This  used  to  pass  around  through 
Cambridge  and  connect  with  the  main  line  of  the  Albany  road,  and  then  ran  back 
into  Boston  to  connect  with  the  New  York,  New  Haven  and  Hartford. 

REGION  SUPPLIED  WITH   OIL  PROM   BOSTON. 

Q.  (By  Mr.  Jenks.)  You  spoke  of  this  shipment  originating  at  East  Boston.  Do 
you  have  East  Boston  for  the  main  distributing  point  for  all  New  England? — A.  For 
a  section  of  New  England. 

pounds;  7966,  51,341  pounds.    Kindly  bill  th»e  cars  freight  prepaid  and  send  us  bill  in  duplicate  at 
once  to  this  office  for  collection/ 
"That,  as  Mr.  Page  says,  Is  one  of  the  cars  which  appears  on  the  statement  as  undercharged  by  us. 

"  Q.  (By  the  CoMMiSBiONEit.)  You  haye  said,  Mr.  Winlock.  that  you  understood  that  your  agents 
DiUed  these  tank  cars  at  their  actual  weight?— A.  In  case  of  interstate  shipments. 

"  Q.  That,  taken  all  in  all,  is  what  your  instructions  amounted  to?— A.  Yes,  sir. 

"  Q.  Do  you  haye  a  different  rule  where  the  shipment  is  to  a  point  within  the  State?— A.  I  am  not 
prepared  to  answer  that  question. 

"  Q.  I  don't  ask  what  the  rule  is :  I  ask  whether  you  haye  a  different  rule ;  because,  if  you  haye  one 
rule  In  one  case  and  another  rule  in  another  case,  the  Standard  Oil  Company  ought  to  see  certainly 
that  you  have  sufficient  knowledge  on  which  to  make  this  claim.— A.  I  haye  not  prepared  myself, 
Mr.  Chairman,  in  recrard  to  State  shipments  whatever. 

"  Q.  Do  you  mean  oy  that  that  you  don't  know  whether  you  have  a  different  rule?— A.  No,  sir. 

"  Q.  Or  do  you  mean  that  you  don't  want  to  state?— A.  I  have  not  looked  it  up.  I  should  have  to 
look  it  up  before  I  made  any  such  statement  as  that. 

"Q.  Ii  your  instructions  were  the  same  in  reference  to  your  intrastate  and  interstate  shipments,  you 
know  thAij  don't  you?  You  know  I  am  not  askine  what  the  rule  is,  but  I  am  simply  asking  whether, 
in  point  of  fact,  you  have  one  rule  for  shipments  in  the  State  and  another  rule  for  shipments  which 
are  destined  to  points  outside  the  State.— A.  As  I  recollect  it,  we  have  not ;  but  I  should  want  to  make 
sure  of  it  before  I  answered  that  question. 

"Q.  So  you  can  not  tell?— A.  I  can  not  tell ;  no,  sir. 

"Q.  You  are  the  man  who  would  know  about  that  rule,  if  there  was  any?— A.  I  have  already  said 
that  I  think  it  is  the  same.  I  am  not  absolutely  positive  of  the  different  rates  which  apply  on  Intra- 
state  busincfis 

"  Q.  I  am  not  talking  about  rates ;  I  am  talking  about  a  rule  as  to  the  billing  of  these  cars,  and  my 
question  is  this :  When  you  bill  a  tank  car  to  an  interstate  point— a  point  without  the  State  of  Massa- 
chusetts—do you  bill  it  at  its  actual  weight ;  and  when  you  bill  a  car  to  a  point  in  the  State  ol  Massa- 
chusetts, do  you  bill  it  at  a  weight  of  24,000  pounds?— A.  That  is  a  question  that  I  could  not  answer. 

"  Q.  Do  you  mean  to  say  that  you  have  no  Knowledge  about  it?— A.  No,  sir. 

"Q.  You  mean  you  don't  want  to  answer  that  question?— A.  I  mean  that  I  don't  want  to  answer 
that  question. 

**Q.  (By  Mr.  Hydk.)  One  question  I  should  ask  you,  Mr.  Winlock.  Having  received  the  letter  of 
February  9,  giving  the  weights  and  the  numbers  of  cars,  the  waybill  which  you  made  out,  or  which 
was  maac  out  in  your  office  by  a  clerk,  was  simply  an  error?— A.  Yes.  This  letter  is  not  addressed  to 
my  office ;  it  is  addressed  to  Mr.  Porter.  I  understand  that  Mr.  Porter's  clerk  overlooked  that  letter 
in  billing. 

"Q.  (By  Mr.  Marchand.)  Will  you  allow  me  to  look  at  that  letter?— A.  Certainly. 

"  Mr.  Page.  Mr.  Commissioner,  may  I  ask  the  witness  one  question  in  regard  to  what  the  commis- 
sioner just  asked  him? 

"  The  Commissioner.  Certainly. 

"Q.  (By  Mr.  Page.)  You  have  no  understanding  with  the  Standard  Oil  Company,  or  any  instruc- 
tions from  your  superiors,  by  which  you  are  to  bill  cars  within  the  State  at  less  than  the  actual  rate?— 
A.  None  whatever. 

**The  Commissioner.  Not  the  actual  rate? 

*•  Q.  At  less  than  the  actual  weight.  You  have  no  understanding  with  us  by  which  you  should  bill 
cars  at  24,000  pounds  within  the  State  because  of  our  interstate  shipments,  have  you,  or  for  any  rea- 
son?—A.  We  nave  no  instructions  from  you 

"Q.  Or  understanding  with  us?— A.  we  have  no  understanding  with  you  at  all,  Mr.  Page,  of  any 
kind. 

"Q.  In  other  words,  Mr.  Winlock,  the  rates  that  you  may  name  us  within  the  State  have  no  con- 
nection or  no  bearing  in  regard  to  interstate  buainesB?— A.  Kone  whatever." 
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Q.  What  section?  How  much  is  covered  from  your  central  distribating  point?— 
A.  Well,  I  can  not  say.  Of  course,  it  is  for  Boston  particularly,  and  I  know  we  make 
shipments  from  there  up  to  Portland,  and  I  know  we  make  shipments  frcmi  there 
down  into  Maaaachusetts  and  Ck>nnecticut. 

Q.  Down  as  far  as  New  Haven? — A.  Almoet.  I  mean  as  far  as  New  Haven.  It 
depends  upon  what  we  may  have  in  the  Boston  tanks,  and  what  the  order  may  be 
for.  You  know  there  are  many  grades  of  ^troleum,  and  we  do  not  carry  ever}-- 
thing  required  at  that  point  or  at  every  shipping  point. 

Q.  Do  you  suppose  that  your  ordinary  shipments  of  petroleum  for  lighting  pur- 
poses, at  New  Haven,  for  example,  would  come  from  East  Boston? — A.  No;  I  do  not 
think  that  we  ship  to  New  Haven  from  East  Boston. 

Q.  You  would  to  Providence  and  Newport,  probably? — A.  Newport.  In  these 
cases  it  depends  upon  the  stock  and  depends  upon  the  situation.  I  can  not  answer 
as  to  the  exact  territory  that  may  be  supplied  from  any  station,  but  it  would  supply 
the  territory  as  far  as  its  location  and  its  stock  was  able  to  do  so. 

Q.  How  do  you  supply  your  shipping  station  at  East  Boston? — A.  W^e  supply 
partly  by  rail  shipments  and  partly  by  steamer  shipments  from  New  York  and 
Philadelphia. 

Q.  From  your  refineries  at  Bayonne? — A.  From  seaboard  refineries,  whatever  one 
it  may  be. 

WHY   ARK  THROUGH   RATES  REFUSBD  ON   PETROLEUM    PRODUCTS? 

Q.  The  statement  has  been  made  here  bv  some  of  the  independent  refiners  that  in 
their  attempts  to  ship  oil  into  New  England  from  the  West  they  had  found  that, 
although  there  were  through  rates  on  the  regular  tariff  sheets  for  almost  all  kinds  of 
ffoods,  there  were  no  through  rates  for  petroleum  on  the  New  York,  New  Haven  and 
Hartford.  They  stated  that  in  shipping  com,  or  almost  anything  else,  to  Newport  or 
Providence,  they  would  get  through  rates  the  same  as  the  Boston  rates;  but  tbat  on 
petroleum  no  such  through  rates  were  given  at  all ;  they  had  to  give  the  loc-al  rate, 
and  this  local  rate,  added  to  the  regular  rate  from  the  West,  made  a  rate  t<»  New 
Haven  or  Newport  or  Providence  very  much  higher  than  to  Boston. 

Now,  the  statement  was  made  here  that  that  applies  not  only  to  New  Haven,  but 
generally,  and  that  the  shippers  of  petroleum  in  the  West  are  placed  at  a  decided 
disadvantage  on  that  account.  Can  ^ou  give  any  reasonable  explanation  why  the 
railroads  should  make  a  B()ecial  exception  of  petroleum  as  to  the  furnishing  of  through 
rates?* — ^A.  Why,  I  can  say  thii*— that  I  do  not  know  anything  about  the  corn  rates 
at  all. 

Q.  As  to  what  is  the  general  rate? — A.  I  mean  to  say  that  there  are  many  com- 
modities which  the  railroads  make  rates  on,  on  the  basis  of  through  rates  and  local 
rates,  whereas  they  may  be  applying  through  rates  on  other  commodities.  I  do  not 
know  anything  exceptional  in  the  matter  of  oil  in  New  England  as  compared  with 
com  in  the  West.  I  do  know  that  we  ship  from  the  oil  regions  to  New  Kngland  to 
some  extent,  and  we  pay  exactly  the  same  rates  as  the  other  fellow  pavs. 

Q.  Can  you  mention  some  of  the  New  England  points  you  supply  from  the  West 
or  from  regions  of  the  West? — A.  I  can  not.  I  can  say  we  do  make  shipments  to 
New  England  as  well  as  Boston.  I  know  also  we  have  made  shipments  from  Cleve- 
land, and  also  as  far  as  Lima,  and  wherever  we  have  made  those  we  pay  the  same 
rates  as  other  people  do. 

Q.  Is  it  your  rule  to  make  shipments  from  Cleveland,  Lima,  or  other  Western  ixAnts 
to  the  territory  of  the  New  Haven  road? — A.  Yes;  we  have. 

Q.  The  general  fact  that  you  have  a  distributing  point  at  Boston,  from  which  you 
can  supply  this  territory  that  is  supplied  by  the  New  York  and  New  Haven  road, 
and  that  they  can  not  furnish  througn  tariffs  from  the  West,  would  seem  to  some  of 
your  competitors,  at  any  rate,  to  give  you  some  decided  advantage,  although  no 
illegal  advantage,  over  them? — A.  We  do  not  deny  that  by  having  our  refineries  at 
the  Atlantic  seaboard  and  supplying  New  England  from  those  refineries  we  have 
an  advantage  over  the  man  who  has  to  take  the  oil  from  Cleveland  or  the  oil  region, 
but  we  claim  no  fair  adjustment  of  rates  can  be  made  that  will  put  that  man  on  an 
equality  with  us  in  that  situation. 

Q.  Would  you  say  further  that  the  Standard  Oil  Company  officials  have  not  repre- 
sented the  matter  to  the  New  Haven  road  in  such  a  way  that  they  have  succeeded  in 
setting  the  New  Haven  road  to  refuse  to  make  throt:^h  rates  on  petroleum,  while  it 
does  make  through  ratt^,  and  those  equivalent  to  Boston  rates,  on  a  very  larn© 
proportion  of  other  goods  that  are  shipped? — A.  I  think  that  Mr.  Commissioner 
Prouty  answered  that  question  by  saying  that  the  New  Haven  road  in  charging  arbi- 


1  See  Mr.  West^ate,  pp.  374, 375. 
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trajry  rates  on  oil  from  Boston  as  well  as  from  the  Hudson  River  were  receiving  more 
money  themselves  than  they  would  if  they  applied  the  through  rate,  and  for  selfish 
reasons  they  got  the  most  money  they  could  out  of  the  traffic. 

Q.  (By  Mr.  Smyth.)  Is  it  not  a  fact  that  those  rates  apply  to  a  great  many  other 
commoaities  besides  oil;  that  a  larger  rate  is  chaiged  for  tne  shorter  distance? — A.  As 
I  say,  Mr.  Smyth,  I  do  not  know  much  about  other  traffic.  I  can  say  specifically  in 
regard  to  the  aifference  in  the  rate  of  com  and  oil  that  I  do  not  know  the  reasons 
for  it.  I  can  say  in  a  general  way  that  I  do  not  believe  the  railroads  make  rates  that 
will  injure  the  business  or  prosperity  of  the  road.  The  prosperity  of  a  road  depends 
upon  the  prosperity  of  the  patrons,  and  if  the  railroad  makes  any  rates  that  are  going 
to  prevent  shipping  over  their  road,  it  seems  to  me  they  are  doing  what  a  reasonable 
man  would  not  do;  and  my  experience  is  that  the  railroads  are  represented  by  as 
high  an  order  of  intelligence  in  this  country  as  any  class  that  I  know  of. 

Q.  You  have  no  reason  to  believe  that  oil  is  the  only  commodity  that  is  charged  a 
higher  rate  for  the  shorter  distance? — A.  Absolutely  none. 

Q.  I  mean  to  that  point? — ^A.  No,  sir.     I  only  know,  however,  about  oil. 

MR.    WILLIAM    ROCKEFELLER    DOES    NOT    INFLUENCE    TARIFFS    ON    THE    NEW    YORK,     NEW 

HAVEN   AND  HARTFORD. 

Q.  f  By  Mr.  Jenks.)  It  has  been  intimated  by  Mr.  Rice  ^  and  others  that  this  special 
refusal  to  give  through  rates  on  petroleiun  by  the  New  York  and  New  Haven  road 
was  presumably  brought  about  by  the  fact  that  Mr.  William  Rockefeller  v"^  a 
director  of  the  road,  or  by  some  other  special  influence  broiuzht  to  bear  in  favJJJ"  of 
the  Standard  Oil  Company  to  check  these  shippers  of  the  West? — A.  I  will  say,  as 
far  as  the  New  Haven  roiad  is  concerned,  ana  Mr.  William  Rockefeller,  that  abso- 
lutely I  do  not  know  of  any  arrangement,  or  any  tariff,  or  any  change  in  tariff,  that 
Mr.  William  Rockefeller  has  ever  suggested  or  influenced  on  the  part  of  the  New 
Haven  road  or  any  other  road.  I  do  not  believe  that  Mr.  Rockefeller  knows  who 
the  traffic  manager  for  his  road  is  to-day,  or  would  know  him  if  he  was  in  this  room. 

LOW   RATES   FROM   THE  STANDARD'S   WORKS   AT   WHITING. * 

Q.  (By  Mr.  Kennedy.)  I  see  that  your  testimony  has  been  so  far  in  rebuttal  of  Mr. 
Rice;  there  was  another  witness  before  the  commission  who  made  a  statement  that 
I  should  like  to  hear  you  say  something  about.  He  is  the  gentleman  to  whom  you 
have  just  alluded,  an  interstate-commerce  commissioner.  He  made  a  statement  before 
the  commission  which  seemed  to  show  that  the  Standard  Oil  Company  had  an  advan- 
tage in  shipping  from  its  Whiting  works  down  the  Mississippi  Valley  to  New  Orleans 
over  the  inaependent  shippers  or  refiners  of  Cleveland,  Onio.  I  do  not  know  just 
what  the  fibres  were,  but  they  struck  me  at  the  time,  if  true,  as  indicating  that  the 
Standard  Oil  Company  did  have  an  advantage  in  the  rates  that  were  made,  a  great 
advantage,  over  the  refiners  of  Cleveland.  As  traffic  manager  of  this  tank-line  asso- 
ciation, do  you  know  anything  about  those  rates? — A.  I  know  what  the  rates  are  from 
Cleveland  and  from  Lima  to  New  Orleans.  They  are  based  on  the  local  rate  to  the 
Ohio  River  plus  the  rate  from  the  Ohio  River  to  New  Orleans.  The  rate  thus  figures 
out,  as  I  recall,  less  than  half  a  cent  a  ton  a  mile.  The  haul  from  Cleveland  to  New 
Orleans  is  over  1,000  miles  and  has  a  low  rate.  As  to  the  rate  from  Whiting  to  New 
Orleans  we  have  an  advantage.  W^hiting  is  some  400  or  500  miles  nearer  New  Orleans 
than  Cleveland.    The  rate  from  Whiting 

Q.  (Interrupting.)  Not  that  much  nearer. — A.  Well,  I  do  not  know  that  it  is,  but 
it  is  appreciably  nearer.  And  the  rate  from  Cleveland  to  Whiting  plus  the  rate  from 
Whiting  to  New  Orleans  is  higher  than  the  rate  from  Cleveland  to  the  Ohio  River 
plus  the  rate  from  the  Ohio  River  to  New  Orleans.  In  other  words,  I  mean  to  say 
that  we  are  paying  a  higher  rate  in  proportion  from  Whiting  to  New  Orleans  when 
yon  consider  the  haul  from  Cleveland  to  Whiting. 

Q.  (By  Mr.  Jenks.)  The  rate  from  Whiting,  as  you  say,  is  considerably  lower  than 
from  Cleveland.  Do  you  know  whether  the  rate  from  Whiting  on  other  similar  prod- 
ucts, like  linseed  oil,  for  example,  is  lower  than  the  rate  from  Cleveland  to  New 
Orleans? — A.  I  do  not  know  what  the  rates  are  on  linseed  oil  either  from  Whiting  or 
from  Cleveland. 

Q.  Statements  have  been  made  to  this  effect — I  do  not  mean  to  say  that  these  figures 
are  exact,  but  approximately  exact — that  on  linseed  oil  the  rate  from  Cleveland  to 
New  Orleans  would  be  possibly  28  cents,  and  from  Chicago  it  would  be  somewhat  less, 
say,  28,  but  that  on  petroleum  the  difference  would  be  as  great  as  from  31  to  26  cents, 


1  See  p.  731;  Mr.  W«itgate,p.374 


i  aec  p.  791;  Mr.  we8Cgate,p.974. 

«See  Mr.  Monnett,  p.  309;  Mr.  West^te,  p.  376;  Mr.  Rice,  pp.  730,781,739. 
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showing  that  there  would  be  a  congiderable  advantage  to  petroleam  as  compared 
with  a  somewhat  similar  product,  like  linseed  oil? — A.  I  can  not  teedty  on  that;  but 
you  can  not  pick  out  any  two  commodities  and  say  that  because  there  is  a  difference 
on  one  between  two  points  the  same  difference  should  apply  to  the  other.  The 
reasons  governing  commodities  are  very  often  different  in  the  matter  of  th^  manu- 
facture, of  the  territorv  that  they  go  over,  and  the  cost  in  getting  them  up  to  that 
point,  and  various  ana  sundry  reasons,  which  are  good  reasons  from  the  railroad 
standpoint;  and  as  thev  have  the  authoritjr  we  accept  them  as  good  reasons. 

Q.   (By  Mr.  Clarke.)  Are  linseed-oil  shipments  inade  in  tank  can?    (No  answer.) 

Q.  (By  Mr.  Farquhar.)  Is  there  a  large  shipment  of  linseed  oil  from  Whitlns? — 
A.  Without  l)eing  an  expert  on  linseed  oil,  let  me  call  your  attention  to  the  differ- 
ence. Linseed  oil  is  grown  very  laively  in  the  West  At  Chicago  linseed  oil  is  nearer 
the  point  of  production  than  it  is  at  Cleveland.  Now,  there  may  be  very  good  reasons 
why  the  rate  from  Chicago  to  New  Orleans  on  linseed  oil  might  be  higher  than  it  is 
fn)m  Cleveland,  simpl]^  because  the  traffic  may  stand  more. 

Q.  The  natural  distributing  point  for  linseed  oil  is  east  of  Cleveland  rather  than 
west  of  it? — A.  The  natural  distributing  point  is  west  of  Cleveland  rather  than  east, 
because  the  oil  is  grown  in  the  West. 

Q.  Would  not  the  same  reasons  hold  good  for  Buffalo  the  same  as  Cleveland? — 
A.  Yes. 

Q.  Now,  does  this  commission  understand  you  to  say  that  the  position  of  the 
Standard  Oil  Company  on  the  seaboard,  having  an  insiae  line  of  distribution,  is  an 
ad^'^ntage^  that  you  get  over  all  competitors,  and  that  that  one  is  just  the  one  that 
yoiMiave? — A.  I  do  not  understand  what  you  mean  by  the  inside  advantage. 

Q.  By  the  shorter  line  of  distribution — seographicai  distribution. — ^A.  At  the  sea- 
board for  the  East  and  at  Chicago  for  the  west,  as  I  have  said,  we  have  an  advantage 
over  the  man  who  is  shipping  at  some  interior  point 

Q.  And  the  Standard  would  have  the  advantage  over  all  competitors  on  an  even 
tariff?— A.  No. 

Q.  On  an  even  tariff  for  all  from  the  same  point? — A.  Yes.  I  say  we  are  on  an 
even  tariff  for  all.  We  ship  from  Cleveland  where  our  competitor  is,  and  we  ship 
from  the  oil  region  where  our  competitor  is;  yet  we  have  competitors  on  the  Atlantic 
seabqard  that  pay  the  same  rate  as  we  do.  We  endeavor  to  supply  each  point  from 
our  nearest  rennery. 

Q.  (By  Mr.  Clarke.)  Do  you  know  why  your  company  located  their  refinery  at 
Whiting? — A.  Because  it  was  nearer  the  great  West,  which  is  a  large  consumer 
of  oil. 

HAVE  OBEYED  THE  INTSBSTATB-COMKKBCE  LAW. 

Mr.  Farquhar,  I  do  not  know  whether  you  were  here  when  I  made  the  explana- 
tion in  regard  to  the  Newport  case. 

Q.  (By  Mr.  Farqihar.)  I  do  not  care;  I  will  take  the  record  as  it  came  on  that — 
A.  But  1  will  call  your  attention  to  the  fact  that  the  Standard  Oil  Company  has 
shipped  thousands  of  carloads  of  freight  to  all  points  in  the  United  States,  over  nearly 
every  railroad  line  in  the  country,  and  the  freight  bills  for  its  cars  pass  through  the 
hands  of  numberle»8  employees  both  of  the  railroads  and  the  shippers  who  have 
such  large  and  diversified  interests  throughout  the  United  States,  and  it  would  have 
l)een  impossible  to  keep  such  rebates  secret  had  any  such  been  granted,  especially 
since  Mr.  Hice  and  others  like  him  have  been  on  the  constant  lookout  for  something 
tangible  by  which  to  prove  their  oft-repeated  allegations  that  the  Standard  OU  Com- 
pany has  been  violating  the  interstate-commerce  Taw.  That  law  has  been  in  effect 
for  more  than  12  years,  and  at  the  end  of  this  period  the  best  case  that  the  opponents 
of  the  Standard  Oil  Company  can  produce  is  that  involving  a  clerical  error  in  the 
billing  of  three  or  four  cars  shipped  from  Boston  to  Newport;  and  I  would  like  to 
see  somebody  else  equal  that  record. 

EARNINGS  OF   UNION  TANK    LINE  COMPANY   ONLY  4^   PER   CENT. 

f 

Mr.  Rice  makes  the  statement  that  the  mileage  pud  the  Union  Tank  Line  Com- 

Fany  of  three-fourths  of  a  cent  a  mile  pays  back  the  investment  every  three  years.' 
would  say  that  since  the  formation  of  the  Union  Tank  Line  Company,  August  1, 
1891,  that  company  has  never  paid  a  dividend,  and  that  the  earnings  of  that  company 
for  the  8  years,  1891  to  1898,  inclusive,  have  shown  an  average  yearly  return  on  the 
capital  invested  of  4 J  per  cent  per  annum.  This  return  has  been  figured  without 
charging  anything  off  for  depreciation,  although  according  to  master  car  builders' 

iSeep.  732. 
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rales  (on  which  railroads  base  their  settlements  between  each  other)  a  depreciation  of 
6  per  cent  per  year  is  deducted  in  case  one  railroad  destroys  another  ranroad's  cars. 
The  three-ioarths  of  a  cent  mileage  paid  the  Union  Tank  Line  Company  is  exactly 
the  same  as  is  paid  all  other  tank-car  owners,  and  there  are  in  the  United  States 
between  170  aild  180  individuals  and  companies,  entirely  outside  of  the  Standard  Oil 
Company,  owning  an  aggregate  of  7,420  tank  cars,  while  the  Union  Tank  line  Com- 
pany's equipment  November  1,  1899,  was  6,851  cars. 

I  offer  a  statement  giving  the  names  and  ownership,  made  up  from  the  very  best 
records  we  have,  of  the  owners  of  cars  outside  of  the  Union  Tank  Line  Company, 
showing  an  aggr^te  ownership  of  nearly  2,000  cars  more  than  the  Union  Tank  Line 
Company  has. 

(Following  is  a  copy  of  the  exhibit  offered  by  the  witness:) 

SUxiemeni  blowing  number  of  tank  can  and  ovmers  of  same,  other  than  Union  Tank  Line 
Company f  baied  upon  heel  obtainable  published  information  as  of  November  i,  1899. 


Name. 


American  Cotton  Oil  Co 

Alcatraz  An>bal  t  Co 

American  Oil  Works 

Arper.Geo.W 

Alexander  Co.,  M.  H 

Archer  A  Douglas  Tank  Line 

American  Tank  Line 

Anglo-American  Provision  Co 

Armour  Tank  Line 

Allegheny  Valley  Railroad 

American  Product  Co 

Baltimore  and  Ohio  R.  R 

Baltimore  and  Ohio  Southwestern  R.  R. 

Barrett  Manufacturing  Co 

Beaber  Refining  Co 

Bay  Terminal  K.R 

Barber  Asphalt  Paving  Co 

Brazilian  Turpentine  Co 

Buckeye  Transportation  Co 

Brittan  Provision  Express 

Burlington  and  Missouri  River  R.  R 

Boston  and  Albany  R.R 

Central  R.  R.  of  New  Jersey 

Century  Oil  Co 

Cincinnati  Oil  Works 

Cleveland  Refining  Co 

Climax  Tank  Line 

Columbia  Oil  Co 

Columbia  Tank  Line 

Continental  Oil  Co 

Continental  Refining  Co 

Complanter  Tank  Line 

Craig  Oil  Co 

CrewLevickCo 

Crystal  Oil  Refining  Co 

Cudahy  Packing  Co 

Cygnet  Tank  Lme 

Canadian  Pacific  Rwy 

Canada  Southern  Rwy 

Consumers'  Gas  Co 

Central  Lard  Co 

Charlotte  Oi  1  and  Fertilizer  Co 

Cleveland  Linseed  Oil  Co 

Cotton  Oil  Refining  Co 

Crescent  Tank  Line 

Crystal  Tank  Line 

Charleston  and  Western  Carolina  R.  R. . 

Cleveland  and  Marietta  R.  R 

Duffy,  James  M 

Dold  Packing  Co 

Denver  and  Rio  Grande  R.  R 

Emery  Manufacturing  Co 

Emery  Candle  Co 

Empire  Oil  Works 

Eagle  Cotton  Oil  Co 

Ellis  &  Company 

El  Paso  and  Northeastern  Rwy 

Florence  Pipe  and  Tank  Line  Co 

Freedom  Oil  Works  Co 

Fairbanks,  N.K 


Location. 


Chicago 

San  Francisco 
Titusville,  Pa . 
San  Francisco 

Cincinnati 

Chicago 

Cleveland 

Chicago 

do 

Pittsbui 


iig 

Philadelphia 

Baltimore,  Md 

Cincinnati 

Chicago 

Washington,  Pa 

Toledo,  Ohio 

New  York  City 

Allegheny,  Pa 

Cincinnati 

Chicago 

Lincoln,  Nebr 

Boston,  Mass 

New  York  City 

Lima,  Ohio 

Cincinnati 

Cleveland,  Ohio 

Titusville,  Pa 

New  York  City 

Indianapolis,  Ind . . . 

New  York  City 

on  City 

Warren,  Pa 

Toledo,  Ohio 

Philadelphia,  Pa... 

Oil  City 

South  Omaha,  Nebr 

Cleveland 

Montreal 

Detroit,  Mich 

Toronto,  Ont 

New  York  City 

Charlotte.  N.C 

Cleveland 

Baltimore,  Md 

New  York  City 

Chicago 

Wilmington,  N.C... 
Cambriage,  Ohio  . . . 

Eldred,  Pa 

Kansas  Citv,  Mo 

Denver,  Colo 

Bradford,  Pa 

Cincinnati 

Reno,  Pa 

Meridian.  Miss 

New  York  City 

Alamorgo,  N.  Mex  . . 

Denver,  Colo 

Freedom,  Pa 

Chicago 


Number. 


356 

1 

6 

5 

4 

51 

225 

18 

126 

37 

2 

44 

5 

83 

2 

»181 

18 

1 

2 

10 

1 

9 

30 

14 

1 

10 

52 

40 

117 

3 

25 

85 

77 

2 

9 

50 

14 

34 

35 

9 

31 

5 

11 

5 

187 

154 

6 

2 

1 

96 
16 
54 
2 
39 
34 
80 
9 
SO 
47 
20 


1  We  learn  that  the  Bay  Terminal  Railroad  Company  has  under  construction  and  almost  completed 
100  additional  8,000-gallon  capacity  tank  cars,  built  by  Haskell  &  Barker  Car  Co.,  Michigan  City,  Ind. 
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Stalemait  tthouiyuf  nuwfHT  of  tank  earn  and  owners  of  minCy  other  than  Vnum  Tank  Urn- 

Comjmny,  etc. — Continued. 


Name. 


Ixxration. 


Number. 


R. 


Freret,F.W 

Gemmnia  Reflning  Co 

Olade  on  Worka 

Globe  Tank  Line 

Great  Western  Tank  Une 

Green  Line .- 

Guarantee  Oil  and  Ga«  Co 

Gulf,  Colorado  and  Santa  Fe  K. 

Grand  Trunk  Rwy 

Garden  City  Dairy  Co 

Gate  City  Oil  Co 

Goyer,  (}.  W 

Globe  Reflning  Co 

Holmes,  A.  8 

Holmes  &,  Adams 

Houston  and  Texas  Central  Rwy 

Heinz  &  Co 

Hammond  Tank  Line 

Independent  Reflning  Co 

Independent  Tank  Line 

Indiana  Pipe  Line  and  Refining  C-o 

Ivorydaloand  Millcreek  Valley  Rwy 

International  and  Great  Northern  R.  It 

Jobbins,  Wm.  F 

Kanns  City  Tank  Line 

Kentucky  Refining  Co 

Keystone  Sirup  Co 

Leader  Refining  Co 

Lewis  Tar  Tank  Line 

Leonard  <&  Daniells 

Louisville  Tank  Line 

Leonard  &  Kllb* 

Lewis  Roofing  Co 

Louisville  Cotton  Oil  Co 

Lakeside  and  Marblehead  R.  R 

Los  Angeles  Terminal  R.  R 

Lexington  and  Eastern  Rwy  

Manhattan  Oil  Co 

Miller's  Oil  Refining  Co 

Milwaukee  (Gaslight  Co 

M  uir  Tank  Line 

MunicifMil  Gas  Ck) 

Merchants'  and  Planters  Oil  Co 

Michigan  Ammonia  Works 

Mutual  Rcfininf  Co 

Metzger  Linseea  Oil  Co 

Morns  Tank  Line 

Mexican  Central  Rwy 

Monterey  and  Mexican  Gulf  Rwy 

National  Linseed  Oil  Co 

Nichols  Chemical  Co 

Northern  Pacific  Railwav 

New  York  Central  and  Hudson  River  R.  R  . 

Ong  Hiller  &  Co 

Omaha  Packing  Co.  Tank  Line 

Pacific  Coast  Oil  Co 

Pacific  Steam  Whaling  Co 

Paine  <&  Co 

Paragon  Refining  Co 

Peerless  Tank  Line 

Pennsylvania  and  Delaware  Oil  Co 

Pennsylvania  ParaflBne  Works 

Penn  Petrolatum  Co 

Pennsylvania  Tar  Manufacturing  Co 

Penn  Refining  Co 

Powell  &  Co.,  M.W 

Producers'  Oil  Co 

ProviHion  Dealers'  Desptatch 

Peerless  Transit  Co 

Pittsburg  Reflning  Co 

Pec'OH  Railway  System 

Portland  and  Rumford  Falls  Rwy 

Red  "  C  "  Oil  Manufacturing  Co 

Richardson  Lubricating  Co 

Repauno  Chemical  Co 

Rio  Grande,  Pierre  Modre  and  Pacific  Rwy. 

Shawnee  Oil  Co 

Smith,  Ui\\ 

St.  Louis  Southwestern  Rwy 

Speare's  Sons,  Alden 

Solvay  Process  Co 

Souiheni  Califoniia  Rwy 


New  Orleans,  La 

Oil  City.  Pa 

Warren,  Pa 

Marietta,  Ohio 

Cleveland,  Ohio 

Oil  City,  Pa 

Terre  Haute,  Ind 

Galveston,  Tex 

Montreal 

Chicago 

Atlanta,  Ga 

Memphis,  Tenn 

Louisville,  Ky 

BufTalo.N.Y 

Titusville,  Pa 

Houston,  Tex 

Pittsburg,  Pa 

Hammond,  Ind 

Oil  City 

Boston  

Chicago 

Cincinnati 

Palestine.  Tex 

Aurora,  III 

Kansas  City,  Mo 

Louisville,  Ky 

Peoria,  111 

Washington,  Pa 

Rock  Island,  111 

Piqua,Ohio 

Louisville,  Ky 

Warren.  Pa 

Rock  Island,  111 

Louisville,  Ky 

Marblehead,  Ohio  . . . 

Los  Angeles,  Cal 

Lexington,  Ky 

Lima.  Ohio 

Allegheny,  Pa 

Milwaukee,  Wis 

Warren,  Pa 

Albttny,N.Y 

Houston,  Tex 

Detroit 

Charleston,  S.  C 

Chicago 

do 

City  of  Mexico 

Monterey,  Mexico . . . 

Chicago 

New  York  City 

St.  Paul,  Minn 

New  York  City 

Cincinnati 

South  Omaha,  Nebr  . 

San  Francisco 

do 

Wilkesbarre,  Pa 

Toledo 

Cleveland 

New  York  City 

Titusville,  Pa 

Coraopolls,  Pa 

Chicago,  111 

Oil  City 

Chicago 

Warren,  Pa 

Chicago 

Cleveland  lOWo 

Pittsburg,  Pa 

Carlsbad,  N.  Mex 

Kumford  Falls,  Me  . . 

Baltimore,  Md 

Quincy,Ill 

Wilmington, Del  .... 

El  Paso,  Tex 

Lima,  Ohio 

North  Clarendon,  Pa 

Tyler,  Tex 

B<ist4)n,  Moss 

(;eddes,N.Y 

Los  Angeles,  Cal 


1 
15 
10 
10 
•53 
7S0 

5 

5 
92 
20 

9 

lU 
II 

6 

4 
21 
20 
31 

4 
85 
59 
13 

4 

100 

1S7 

11 

18 

t 
14 
91 

6 
25 
40 

1 

1 

1 
755 

7 

5 

10 

10 

123 

4 
16 

3 
37 
65 

3 

111 

29 

6 
30 

3 
25 
45 
16 

4 

106 

135 

10 

5 

2 

6 
39 

1 
50 
81 

aoi 

5 

10 

1 

4 

2 

4 

6 

49 

6 

4 

2 

31 

38 
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SUiieTnent  showing  number  of  tank  cars  and  owners  of  same,  other  than  Union  Tank  lAne 

Company,  etc, — Continued. 


Name. 


R. 


Southern  Ck)tton  Oi  1  Go 

Swift  Refrigerator  Line 

8ay era  Tank  Line 

Spencer,  Kellogg 

Sherman  Oil  ana  Cotton  Co 

Santa  Fe  Pacific  R.  R 

Santa  Fe,  Prescott  and  Phcenlx  R. 

Sonera  Rwy 

Southern  Pacific  Co.,  Pacific  System 

Schwarzchild  &,  Sulsberger 

Sherbrooke  Tank  Line 

Texas  and  Pacific  Rwy 

TitiMTville  Oil  Works 

Toledo  Linseed  Oil  Co 

Trinity  Cotton  Oil  Co 

Texas  Midland  R.  R 

Toledo  and  Ohio  Central  Extension  R.  R . . . 

United  Oil  Co 

Union  Oil  Co.  of  California 

United  States  Ammonia  Co 

Warren  Refining  Co 

Waverly  Oil  Works 

Wallace  &,  Gregory  Bro's 

Western  Chemical  Co 

Wogan  Brothers'  Tank  Idne 

Wilburlne  Oil  Works 

Wisconsin  Central  Lines 

Western  New  York  and  Pennsylvania  Rwy 
Wright  &  HiUs  Linseed  Oil  Co 


Total. 


Location. 


Philadelphia,  Pa... 

Chicago 

St.  Louis,  Mo 

Buffalo 

Sherman,  Tex 

Los  Angeles.  Cal . . . 

Prescott,  Ariz 

San  Francisco 

do 

Kansas  City^Kans. 
Capel  ton ,  Quebec . . 

Dallas,  Tex 

Titusville,  Pa 

Toledo,  Ohio 

Dallas,  Tex 

Terrell,  Tex 

Marietta,  Ohio 

Florence,  Colo 

Santa  Paula, Cal... 
New  York  City.... 

Warren,  Pa 

Pittsburg,  Pa 

Paducah,  Ky 

Denver,  Colo 

New  Orleans,  La. . . 

Warren.  Pa.. 

MUwaukee,  Wis . . . 

Buffalo 

Chicago 


Number. 


50 
200 

ao 

2 

200 

75 

2 

7 
128 

2 
18 

1 
25 
10 
20 
24 

2 

2 
87 

2 
83 
27 

2 

9 
80 
18 

5 
18 
12 


7,420 


Q.  (By  Mr.  Kennedy.)  Do  these  tank-line  companies,  outside  of  the  tank  line  you 
are  speatin^  for,  carry  oil  for  the  Standard  Oil  Company? — ^A.  The  Standard  Oil 
Company  ship,  as  far  as  they  can,  in  Union  Tank  Line  cars.  They  do  use  outside 
cars  when  they  can  not  get  the  Union  tank  cars,  and  need  them. 

Q.  Now,  the  testimony  is  that  the  Standard  Oil  Company  do  pretty  nearly  90  per 
cent  of  the  business  in  the  United  States,  and  it  would  look  a  little  curious  that  they 
could  do  that  business  with  40  per  cent  of  the  tank-line  cars  of  the  country,  unless 
they  were  using  the  cars  of  some  other  company  to  some  extent. — A.  The  explana- 
tion of  that  is  that  the  tank  cars  used  by  other  individuals  are  not  confined  to  the 
use  of  petroleum,  but  their  tank  cars  receive  exactly  the  same  mileage  basis  as  is 
paid  to  the  Union  Tank  Line  Company;  and  that  company,  I  say,  as  vice-president 
of  it,  has  shown  an  average  earning  oi  4 J  per  cent  per  annum,  charging  off  nothing 
for  depreciation.  It  ought  to  be  borne  in  mind  in  connection  with  the  Union  Tank 
Line  that,  owing  to  the  fact  that  during  the  summer  the  consumption  of  petroleum 
is  smaJl,  a  lar^  part  of  the  equipment  of  the  Union  Tank  Line  Company  is  idle,  and 
during  that  time  is  earning  nothing  whatever;  and  at  other  times  the  volume  of  the 
business  requires  the  whole  number  of  cars  owned. 

Q.  (By  Mr.  Jenks.)  What  did  you  say  is  the  number  of  cars  owned  by  the  Union 
Tank  line  Company? — A.  Five  thousand  eight  hundred  and  fifty-one,  November  1. 

SEVEN   MILLION    DOLLABS  REBATES    FROM    ATCHISON,    TOPEKA   AND   SANTA   FE  RAILROAD; 

NONE  TO  THE  STANDARD. 

Bearding  the  statement  that  in  1894  an  expert  accountant  discovered  that  $7,000,000 
in  rebates  had  been  paid  by  the  Atchison,  Topeka  and  Santa  Fe  Railroad,^  I  would 
say  that  the  Standara  Oil  dompany  did  not  receive  one  dollar  of  this  money. 


WHY    THE    UNION    TANK   LINE  COMPANY    CONTINUES  TO  DO  BUSINESS  WITHOUT 

WHY   A   SEPARATE  ORGANIZATION. 


PROFIT — 


Q.  fBy  Mr.  Conger.)  I  should  like  to  return  for  a  moment  to  this  matter  of  tank 
cars.  Tne  statement  made  would  indicate  that  that  was  very  far  from  being  a  profit- 
able business.     As  I  understand,  it  has  been  continued  by  this  company  for  a  perio<l 


1  See  p.  733. 
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of  years,  and  I  would  like  to  ask  upon  what  theory  vou  are  able  to  induce  the  stock- 
holders to  continue  their  investments  and  make  additional  investments  from  time 
to  time  as  would  seem  to  be  necessary. — ^A.  The  answer  is  simple:  the  tank  car  is 
a  necessary  facility  in  the  economical  aistribution  of  petroleum  and  its  products.  It 
is  one  of  the  means  by  which  we  are  enabled  to  snip  oil  cheaplv  and  supply  it 
cheaply.  For  that  reason  the  investment,  as  you  see,  in  the  Union  Tank  Line  Com- 
pany is  a  proper  one,  for  the  Union  Tank  Line  Company  is  the  necessary  arm  of  the 
petroleum  business. 

Q.  The  owners  of  the  Union  Tank  line  Company,  to  a  latge  extent,  are  the  same 
as  the  owners  of  the  Standard  Oil  Company? — A.  You  see 

Q.  (By  Mr.  Farquhar,  interrupting.)  Is  it  not  of  just  the  same  character  as  horeee 
and  vans  and  other  thin^  that  are  u^d  in  distribution?  You  can  not  expect  a  profit 
out  of  it,  but  it  is  an  incident  and  a  condition  that  you  can  not  escape  from  in  aistri- 
bution.— A.  It  has  been  one  of  the  most  necessary  parts  of  the  business  in  distrib- 
uting economically  the  products  of  petroleum. 

Q.  (By  Mr.  Conger.)  If  you  regard  it  in  the  same  light  as  you  do  horses  and 
freight  wagons,  why  is  the  business  conducted  by  an  independent  company — by  the 
(X)mpany  called  the  Union  Tank  Line  Company — and  not  oy  the  Stan(£utl  Oil  Com- 
))any  itself? — A.  The  Union  Tank  line  Company  is  simply  a  corporation  that  owns 
tank  cars. 

Q.  What  is  the  purpose  or  advantage  of  the  separate  oiganization? — ^A.  I  am  not  a 
lawyer. 

Q.  You  do  not  need  to  be  a  lawyer  to  answer  a  question  like  that,  if  you  choose  to 
answer  it;  it  is  a  business  question,  not  a  Question  of  law. — A.  I  do  not  refuse  to 
answer  it.  The  Union  Tank  Line  Company  nas  been  formed  to  own  and  run  these 
cars  over  the  various  railroads  of  the  United  States  for  the  transportation  of  oil. 

Q.  You  have  testified  that  there  is  no  profit  in  it  at  all? — ^A.  Ido. 

Q.  What  I  am  trying  to  get  at  is  why  it  is  continued  as  a  separate  oiganization 
instead  of  bv  the  Standard  Oil  Company  itself  directly? — ^A.  Well,  if  it  is  profitable 
or  unprofitable,  it  would  make  no  difference  whether  it  was  conducted  in  the  name 
of  the  Union  Tank  Line  Company  or  in  the  name  of  the  Standard  Oil  Company;  but 
it  was  formed  under  the  name  of  the  Union  Tank  Line  Company,  and  I  say  it  Is  a 
newssary  adjunct  in  the  distribution  of  petroleum,  and  it  is  therefore  continued 
although  it  is  not  profitable. 

Q.  (Bv  Mr.  Smyth.)  I  suppose  the  stock  of  the  tank  line  conopany  can  be  bought 
independently  of  the  stock  of  the  Standard  Oil  Company? — ^A.  Ido  not  know. 

Q-  I  mean  it  is  listixl  for  sale? — A.  It  is  a  separate  company. 

il.  If  a  man  becomes  a  stockholder  in  the  Union  Tank  Line  Company,  does  he 
necessarily  become  a  stockholder  in  the  Standard  Oil  Company? — A.  No;  I  do  not 
understand  he  does. 

Q.  (By  Mr.  Kennedy.)  In  what  State  is  the  Union  Tank  line  Company  incorpo- 
rate<i? — A.  In  New  Jersey. 

Q.  Does  the  Interstate  Commerce  Commission  exercise  control  over  it  like  any 
other  interstate^  transportation  company? — A.  Why^  I  never  heard  that  the  Interstate 
C/()innier(!e  Commission  had  cxDntrol  of  private  car  lines.     No;  this  is  a  car  line. 

Q.  (By  Mr.  Smyth.)  It  does  not  make  rates? — A.  It  has  no  rate  or  payment  like 
a  railroad. 

Q.  (By  Mr.  Kennedy.)  It  does  not  come  under  the  control,  then,  in  any  way  of 
the  Interstate  Commerce  Commission? — ^A.  No;  no  more  than  the  dressed-beef  care 
or  PuHman  (»r8  or  refrigerator  cars  or  any  other  private  cars. 

Q.  (By  Mr.  Farquhar.)  In  the  building  and  runniug  of  your  tank  steamships,  is 
that  done  by  a  separate  department  of  the  Standard  Oil,  or  is  it  the  Standard  Oil 
itw'lf? — A.  1  do  not  known  enough  to  answer  you  in  regard  to  that. 

Q.  fBy  Mr.  Jenks.)  The  Union  Tank  Line  Company  has  nothing  to  do  with  for- 
eij:n  sliipments? — A.  No;  nothing  whatever. 

il.  (By  Mr.  Conger.)  Referring  to  the  number  of  stockholders  in  this  organia- 
tion,  do  you  know  whether  they  are  many  or  few,  three,  four,  or  five,  or  several 
hundred? — A.  Of  what  organization? 

C^  The  Union  Tank  Line  Company. — ^A.  I  think  there  are  a  great  many;  I  do  not 
know.  I  have  never  kept  the  books;  the  secretary  could  say  how  many  stockholders 
there  are,  but  I  do  not  know. 

Q.  Do  vou  know,  or  would  you  care  to  testify  as  to  the  salaries  that  are  paid  the 
officers  of  the  company?  The  point  I  am  getting  at  is  this,  that  if  such  an  oiigaiu- 
zation  is  continued  ana  continues  in  business  when  that  business  is  so  unprofitable 
a.s  you  testify,  it  seems  to  me  that  there  must  be  some  other  way  than  through  the 
distribution  of  dividends  to  make  it  profitable  to  its  ofi&cers  or  stockholders.— A.  I 
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think  I  have  made  that  clear,  that  the  tank  car  is  a  neceseary  adjunct  in  the  petro- 
leum business. 

Q.   Well  that  is .    — ^A.    (Interrupting.)    And  is  necessary  in   enabling    the 

Standard  Oil  Company  to  distribute  the  products  of  petroleum  economically 
throughout  the  United  States;  and  by  economically  distributing,  it  has  increased  its 
business — the  Standard  Oil  Company's.  Now,  that  the  tank-car  line  itself  only 
shews,  as  I  have  testified,  a  return  on  the  investment  of  4^  per  cent  is  no  reason 
why  it  should  be  discontinued  if  it  is  necessary. 

By  Mr.  BoYi£.  "Mav  I  consult  with  the  witness? 

By  Mr.  Clarke.  What  is  the  pleasure  of  the  commission? 

By  Mr.  Fabquhar.  There  is  no  objection  at  all. 

(Mr.  Boyle  consults  with  witness.) 

Q.  (By  Mr.  Conger.)  How  long  has  this  Union  Tank  Line  Company  been  in 
business  or  in  operation? — ^A.  Since  1891,  when  the  company  was  formed. 

Q.  The  point  I  was  gettine  at  is  the  advantage  that  the  Standard  Oil  Company 
gets  by  havii^  this  Xniion  Tank  Line  Company  continue  in  business.  Does  the 
Union  Tank  Line  Company  do  it  simply  through  philanthropic  or  generous  motives 
toward  the  Standard  Oil  Company? — ^A.  I  have  testified  tnat  my  knowledge  and 
belief  is  that  the  present  owners  of  the  Union  Tank  Line  dompany  and  the 
Standard  Oil  Company  are  the  same.  Now^  those  owners  think  that  tne  tank  car  is 
necessary  in  the  conduct  of  the  general  busmess,  and  therefore  continue  in  the  use 
of  those  cars  under  the  name  of  the  Union  Tank  Line  Company. 

Q.  Well,  that  puts  a  little  different  light  on  it;  I  understood  you  to  say  that  they 
were  not  the  same  in  all  respects? — A.  You  misunderstood  me;  I  said  that  they 
were  different  corporations. 

Q.  Now,  then,  do  you  know  of  any  reasons  whjr  the  officials  or  officers  of  the 
Standard  Oil  Company  should  prefer  to  operate  this  as  an  independent  company 
instead  of  bv  the  Stanaard  direct? — ^A.  I  do  not. 

.  Q.  (By  Mr.  Jenes.)  When  you  speak  of  the  Standard  Oil  Company  are  you  think- 
ing of  one  company  or  the  several  Standard  Oil  Companies? — A.  I  am  speaking  of 
the  company,  as  it  is  generally  known,  as  one  company. 

Q.  Is  this  company  that  you  are  speaking  of  in  that  way  technically  and  legally 
one  company,  or  is  it  several — ^twenty-five  different  companies? — A.  I  do  not  know 
that  I  am  competent  to  answer  as  to  that.  There  has  been  recently  formed,  as  you 
know,  the  Standard  Oil  Company  of  New  Jersey,  which,  as  I  imderstand — I  had 
rather  cancel  that  answer.    I  do  not  know;  that  is  all. 

Q.  You  had  intimated  some  little  time  ago  that  there  were  probably  some  l^al 
reasons  which  you  yourself  did  not  know  about,  for  having  this  Union  Tank  Lme 
Company  organized  as  a  separate  corporation.  Perhai>s  in  the  same  way  there  are 
some  legal  reasons  why  the  Standard  Oil  Company,  which  we  speak  of  sometimes  as 
one,  was  ormnized  as  several  different  companies.  I  had  thought  it  possible  that  as 
long  as  the  Union  Tank  Line  Company  was  serving  so  many  different  companies  it 
might  be  a  convenient  matter  legally  for  it  to  have  i&  separate  organization,  and  I  did 
not  know  but  you  had ^A.  (Interrupting.)  I  am  very  much  obliged  for  the  sug- 
gestion. I  have  no  doubt  that  that  is  tne  reason:  that  the  Union  l^nk  Line  Com- 
pany, as  a  separate  corporation  running  its  cars  all  over  the  United  States,  is  in  a  better 
position  to  do  so  than  if  tiiose  cars  were  owned  by  the  Standard  Oil  Company  that 
was  doing  the  manufacturing  or  the  marketing  busmess. 

Q.  You  also  had  suggestea  that  it  was  largely  a  matter  of  bookkeeping  between  all 
these  different  companies? — A.  Well,  I  did  not  mean  to  convey  any  such  idea.  I 
did  mean  to  say  this,  and  that  is  all  I  can  say  about  it,  that  the  Union  Tank  Line 
Company  is  a  separate  corporation,  and  serves  all  these  companies  in  furnishing  tank 
cars  for  shipment. 

Q.  (By  Mr.  Kennedy.)  Have  the  tank  cars  that  the  Union  Line  owns  been  pro- 
vided with  air  brakes  and  couplers  in  compliance  with  the  interstate-commerce 
law? — A.  They  have. 

Q.  Conseouently  they  are  an  instrumentaUty  of  interstate  commerce? — A.  The 
cars  are  usea  in  interstate  commerce,  yes,  and  would  be  subject  to  the  general  order 
requiring  cars  used  in  interstate  commerce  to  be  equipped  with  air  brakes  aad 
couplers. 

Q.  I  asked  you  those  questions  because  you  said  in  reply  to  a  question  of  mine  a 
little  while  ago  that  you  did  not  know  that  a  company  like  that  was  subject  to  the 
Interstate  Commerce  Commission. — A.  As  I  understand  that,  you  refer  to  requiriHg 
cars  used  in  interstate  traffic  to  be  equipped  with  safety  appUances,  and  that  is  not  a 
part  of  that  law. 

Q.  It  is  put  under  the  Interstate  Commerce  Commission's  supervision. — ^A.  It  is? 
Then  to  that  extent  they  are. 
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TIIK  TANK    line's  ONLY    INCOME   IH   ITS   MILEAGE — IT   PAYH   NO  COMMISSIONS. 

Q.  (By  Mr.  Smyth.)  But  they  are  not  under  the  jurisdiction  of  the  Interstate  Com- 
merce Commission  in  reference  to  fixing  rates,  because  on  those  cars  the  railroads  fix 
the  rates. — A.  We  simply  carry  the  oil  and  receive  the  mileage,  the  same  as  the  rail- 
roads pay  all  other  tanic-car-line  owners. 

Q.  (By  Mr.  Farquhar.)  Does  not  your  company  stand  in  the  same  relation  as  the 
other  private  cars  in  this  country? — A.  Exactly. 

Q.  Fayinff  exactly  the  same  as  the  other  cars  do? — A.  Exactly. 

Q.  (Bv  Mr.  Conger.)  I  would  like  to  in<juire  if  the  witness  can  tell  whether  the 
Union  Tank  Line  Companv  pays  commissions  to  the  Standanl  Oil  Company  for 
freight  carried? — A.  They  do  not.  They  get  nothing  from  the  Standard  Oil  Com- 
pany; the  only  thing  that  the  tank-line  company  gets  is  the  mileage  they  receive 
from  the  railroads  when  they  run  their  cars  over  the  line. 

Q.  I  think  you  misunderstood  m^  question.  Does  the  tank  line  company  pay  any 
of  its  earnings  to  the  Standard  Oil  Company  as  a  commission  for  getting  its  busi- 
ness?— A.  Not  one  dollar. 

Q.  Would  you  care  to  state  the  salaries  paid  to  the  officers  of  this  tank-line  com- 
pany; are  they  laiige?— A.  I  should  say  they  are  small.  I  should  prefer  not  to  say 
what  my  salary  is  or  what  the  others  are,  but  I  would  sav  they  are  not  exorbitant.  1 
am  not  afraid  of  its  making  too  large  a  showing  for  the  \Jnion  Tank  Line  Company, 
but  I  think  they  are  small. 

Q.  The  point  is  this:  I  think  it  has  been  testified  to  before  this  commission  that  in 
the  opinion  of  several  very  prominent  and  highly  respectable  railroad  men  this  rate 
of  three-quarters  of  a  cent  a  mile  ought  to  be  profitable  for  the  owners  of  the  carp^ 
and  the  testimony  that  you  have  given  here  this  morning  seems  to  me  remarkable;  I 
have  been  tr^'ing  to  get  at  the  disposition  of  the  earnings  of  this  c*ompanv. — A.  If  a 
car  was  continu^  in  constant  use  throughout  the  year  on  long  trips,  it  mfght  be;  but 
I  tell  you  honestly  that  my  statement  that  4J  per  cent  is  the  average  earning  on  the 
investment  of  the  Union  Tank  Line  Company  is  the  exact  truth,  without  any  manipu- 
lation of  the  books  to  make  a  salary  or  a  big  earning.  W^e  have  been,  for  instance, 
in  the  last  2  years  at  an  expense  of  $125  on  each  car  for  these  automatic  brakes,  air 
brakes,  and  the  automatic  couplers;  and  that  $125  on  each  car  does  not  bring  us  back 
1  cent. 

Q.  Oh,  that  is  probably  true;  in  addition  you  testified  that  in  your  opinion  there 
are  conditions  surrounding  the  use  of  these  tank  cars  that  would  make  the  business  of 
owning  and  operating  them  less  profitable  than  the  owning  and  operating  of  cars  in 
use  the  year  around? — A.  Yes. 

Q.  (By  Mr.  A.  L.  Harris.)  What  allowance  is  made  by  the  Standard  Oil  Company 
to  the  Union  Tank  Line  Company  for  hauling  its  oil? — A.  Nothing  at  all.  The  Union 
Tank  Line  Company  gets  its  pay  and  its  only  pay  from  the  railroads  over  whose  lines 
the  car  travels.* 

Q.  That  is  all  the  pay  it  gets? — A.  It  pays  none  of  it^  earnings  to  the  Standard  Oil 
Company,  nor  does  tne  Standard  Oil  Company  pay  any  of  its  earnings  to  the  Union 
Tank  Line. 

Q.  (By  Representative  Lorimer.)  The  majority  of  the  stock,  I  understand,  of  the 
Union  Tank  Line  Company  is  owned  by  the  principal  owners  of  the  Standard  Oil 
Company;  is  that  correct? — A.  I  do  not  know  in  detail.  1  believe,  and  I  have  statetl, 
that  the  owners  of  the  Union  Tank  Line  Company  and  the  owners  of  the  Standard 
Oil  Company  are  the  same. 

Q.  What  this  commission  seems  to  be  trying  to  get  at  is  why  a  corporation  of  that 
sort  should  be  organized  and  run  without  a  profit.  Now,  it  seems  to  me  that  for  some 
reason  of  their  own,  the  large  owners  of  this  (x>mpany  have  organized  the  Union 
Tank  Line  Company  for  the  purpose  of  running  that  companv  in  the  interest  of  the 
Standard  Oil  Company,  and  they  get  their  profits  by  wav  of  dividends  on  the  Stand- 
ard Oil  Company*s  stock;  is  not  really  that  the  relation^ — A.  I  have  testified  that  I 
believe  the  owners  of  the  two  properties  are  the  same,  and  that  those  gentlemen 
think  that  the  ownership  and  the  running  of  the  tank  cars  is  a  necessary  adjunct  to 
their  general  business,  and  therefore  they  continue  it. 

Q.  You  probably  are  not  in  position  to  testify  that  they  intend  to  earn  that  profit 
without  making  the  profit  directly  out  of  that  compimy,  but  to  get  their  profite  oat 
of  the  other  comi»ny? — A.  I  can  not  say  what  their  intentions  are;  I  only  know  the 
result  of  the  running  of  the  Union  Tank  Line  Company. 

Q.  Of  course,  there  does  not  seem  to  be  anything  in  connection  with  the  Union 
Tank  Line  that  is  worth  hedging  about? — A.  There  is  not.  The  inference  that  Mr. 
Rice  tried  to  draw  and  the  statement  that  he  made  to  the  commisBion  was  that  this 
mileage  returned  to  us  the  cost  of  the  cat  every  3  yeare.     I  say  to  you  that  for  8 
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years  that  company  has  shown  an  average  earning  of  4}  per  cent.  Mr.  Rice  evi- 
dently intended  to  convey  the  impreBsion  that  that  mileage  was  unfair  and  unrea- 
sonable and  intended  as  a  freight  discrimination  on  the  Standard  Oil  Company's 
shipments;  and  I  give  you  the  results  of  the  operations  of  that  company  to  deny  Mr. 
Rice's  allegation. 

Q.  Do  you  know  whether  or  not  any  of  this  stock  is  held  by  persons  other  than 
those  who  own  Standard  Oil  Company  stock? — A.  Yes,  I  do. 

Q.  You  know  that  it  is  held  by  others? — A.  Yes. 

Whereupon,  at  1  p.  m.,  the  commission  took  a  recess  until  2  o'clock  p.  m. 

The  commission  met  at  2.10  p.  m.,  pursuant  to  recess,  Commissioner  Clarke  pre- 
siding. 

(By  Mr.  Clarkb.)  The  commission  will  be  in  order  and  the  examination  of  Mr. 
Page  will  be  resumed. 

Mr.  Howard  Pktge  again  on  the  stand  and  examination  resumed. 

HOW   MR.    RICE  GOT  THE    "TURN   ANOTHER  SCREW "    LETFEK. 

Q.  (By  Mr.  Smyth.)  Mr.  Chairman,  I  should  like  to  ask  Mr.  Page  a  question.  He 
has  testified  in  reference  to  the  Chess-(jarley  "turn  another  screw  "letter  to  Mr.  Culp, 
who  was  at  that  time  general  manager  of  the  Louisville  and  Nashville  Railroad  and 
is  now  traffic  manager  of  the  Southern.  I  want  to  ask  Mr.  Page  if  he  knows  how 
Mr.  Rice  came  into  the  possession  of  that  original  letter,  written  by  Mr.  Carley  to  Mr. 
Culp? — A.  My  information  and  belief  is  that  Mr.  Rice,  in  making  some  shipments 
after  the  time  of  the  shipment  which  was  referred  to  in  that  letter,  was  chaiged  the 
regular  tariff  rate,  which  all  other  shippers  were  paving  and  which  was  more  than 
he  paid  on  that  shipment.  He  made  a  claim  on  tne  later  shipment,  claiming  the 
same  rate  as  had  been  paid  on  the  shipment  which  Chess,  Carley  &  Co.  complained 
of.  The  claim  was  sent,  as  I  understand,  in  the  regular  way  to  the  railroaos,  and, 
as  is  customary  with  railroads,  the  billing  of  the  car  and  the  correspondence  in  con- 
nection with  toe  shipment  were  all  gathered  together  in  one  folder,  and  attached  to 
this  folder  was  this  letter  written  by  Mr.  Hathaway.  That  letter  was  attached  to  the 
papers  and  the  claim  when  it  was  returned  to  Mr.  Rice  with  the  claim  refused.  He 
^ot  that  letter  in  that  way.  It  showed  that  the  railroad  people  did  not  construe  it 
m  any  such  way  as  Mr.  Kice  has  tried  to  put  it,  because  if  tney  had  they  certainly 
woula  not  have  sent  it  broadcast  and  attacned  it  to  the  papers  and  sent  them  back  to 
Mr.  Rice. 

Q.  Mr.  Culp,  I  believe,  testified  that  he  never  had  seen  the  letter  personally? — A. 
He  testified  in  the  proceedings  before  the  Bacon  committee  in  1888  that  he  had 
never  seen  the  letter,  and  if  he  had  he  would  have  understood  it  as  has  been 
explained,  that  it  was  simply  calling  attention  to  an  error,  and  that  Mr.  Hathaway 
used  the  same  expression  that  was  current  in  the  Louisville  and  Nashville  office  when 
an  error  occurred,  that  the  machinery  was  loose  and  ought  to  be  tightened  up. 

Q.  There  was  apparently  no  intent  on  the  part  of  the  Louisville  and  Nashville 
officials  to  suppress  the  letter  or  destroy  it;  it  was  handled  in  the  ordinary  course 
with  the  papers  in  that  case? — A.  Exactly.  And  I  might  further  add  that  Chess, 
Carley  &  Co.'s  offices  in  Louisville  at  the  time  that  letter  was  written  were  at  the 
comer  of  Fourth  and  Main  streets,  and  the  office  of  Mr.  Culp  was  on  the  comer  of 
Second  and  Main  streets,  two  squares  away;  and  I  think  if  it  had  ever  been  intended 
that  an  order  was  to  be  given  to  the  Louisville  and  Nashville  road  to  advance  rates 
in  any  such  way  as  Mr.  Kice  has  tried  to  show,  a  letter  would  not  have  been  written 
that  had  to  go  only  two  squares.    It  would  have  been  attempted  in  some  other  way. 

(By  Mr.  Clarke.)  Mr.  rttg^,  you  may  resume  where  you  left  off. 

**GHoerr  trains.'* 

Mr.  Rice  refers  to  ghost  trains  as  a  means  of  discrimination  in  favor  of  the  Standard 
Oil  Compan}r.^  I  wish  to  say  that  the  Standard  Oil  Company  has  never  shipped  a 
pound  ot  freight  on  such  a  train,  even  if  there  has  ever  been  such  a  train  in  existence, 
which  we  doubt. 

NEGOTIATIONS   FOR  SALE  OF   MR.  RICB's   PROPERTY. 

Mr.  Rice  states  that  Mr.  F.  B.  Squire,  of  the  Standard  Oil  Company  of  Ohio,  made 
him  an  offer  of  $250,000  for  his  oil  properties.'  I  beg  to  offer  an  affidavit  from  Mr. 
Squire  denying  this,  and  affirming  that  Mr.  Rice  offered  him  his  oil  properties  atone 
time  for  |24,0(S),  and  several  years  afterwards  Mr.  Rice  again  offered  to  sell  his  oil 

>  See  pp.  740,  741.  s  See  p.  760,  and  Mr.  Archbold,  p.  668. 
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properties  and  stop  prosecations,  etc,  for  the  sum  of  $250,000:  and  offered  to  give 
tdr.  Squire  $50,000  of  this  sum  if  he  oould  bring  about  this  sale,  in  other  words, 
Mr.  Rice  offered  to  pay  a  part  of  the  money  that  he  was  to  receive  from  the  Standard 
Oil  Ck>mpany  to  an  employee  of  the  Standard  Oil  Company  if  that  employee  could 
bring  about  the  sale  of  the  property  to  the  Standard  On  Company. 

(By  Mr.  Fahqubah.)  Had  you  not  better  read  that  affidavit? 

Witness  read  the  affidavit  as  follows: ' 

''Statb  of  Ohio,  County  of  Cuyahoga^  ss: 

'^  On  this  1st  day  of  December,  1899,  personally  appeared  before  me,  F.  B.  Squire, 
who,  being  duly  sworn,  deposeth  and  saith  that  in  the  fall  of  1876  I  lived  on  Forty- 
second  street,  New  York  City,  and  while  there  I  was  introduced  to  Mrs.  Gooige  Rice, 
who  stated  that  her  husbana  wanted  to  sell  his  oil  property,  consisting  of  prrauction 
of  crude  oil,  storage  tanks  for  same,  pipe  lines,  ana  rennery.  The  result  of  the  con- 
versation was  a  30  days'  option,  which  she  secured  for  me  to  present  to  the  Standard 
Oil  people  for  ^,000  for  the  entire  property.  I  presented  the  proposal  to  the 
Standard  people,  but  it  was  promptly  declined,  they  claiming  it  was  only  worth  half 
the  money.  I  so  advised  Mrs.  Kioe.  She  stated  that  the  Standard  Oil  Company 
would  be  sorry. 

'*I  met  Mr.  Rice  several  times  after  this,  and  he  kept  urging  the  matter.  In  the 
summer  of  1881  or  1882  he  invited  me  to  meet  him  and  his  wife  at  Asbury  Park.  I 
did  so.  They  there  made  me  an  offer  to  sell  the  property,  stop  all  prosecutions,  and 
be  friendly  with  the  Standard  Oil  Company  for  $250,000— $50,000  to  go  to  me  for  my 
good  office  if  I  could  bring  it  about  I  reported  the  result  to  Mr.  Archbold,  includinf 
the  offer  to  me,  and  it  was  immediately  declined.  I  advised  Mr.  Rice,  who  called 
at  my  office  the  next  day,  and  he  stated  that  the  company  would  r^ret  this  act 
Immediately  after  this  Mr.  Rice  published  the  pamphlet  called  'Black  Death.' 

"F.  B.  Squibel 

'*  Sworn  and  subscribed  before  me  the  date  aforesaid. 

''[seal.]  F.  W.  Lothman, 

''Notary  PMic.'' 

Q.  (By  Mr.  Farquhar.)  Is  there  any  way  of  impeaching  the  credibility  of  the 
man  who  makes  this  affidavit? — (No  answer.) 

Q.  (By  Mr.  Smyth.)  Is  he  still  in  the  employ  of  the  Standard  Oil  Company? — 
A.  Yes. 

Q.  What  position  does  he  occupy? — A.  He  is  one  of  the  officers  of  the  Standard 
Oil  Company  of  Ohio;  whether  vice-president  or  treasurer,  I  do  not  recall;  but  he  is 
an  officer  of  the  Standard  Oil  Company  of  Ohio. 

Q.  Occupying  a  position  of  trust  ana  responsibility? — A.  Yes. 

Q.  He  lives  in  Ohio?— A.  Yes. 

Q.  fBy  Mr.  A.  L.  Harris.)  Of  the  former  Standard  Oil  Company  of  Ohio;  have 
you  a  Standard  Oil  Company  in  Ohio  now? — A.  Yes. 

Q.  Of  Ohio?— A.  Of  Ohio. 

Q.  Or^ianized  under  the  laws  of  Ohio? — A.  Yes. 

Q.  Doing  business  in  Ohio? — A.  Yes. 

Q.  As  such? — A.  Yes;  he  is  the  man  Mr.  Rice  refers  to  as  having  made  sach  an 
offer. 

Q.  (By  Mr.  Clarke)  .  Did  Mr.  Rice  increase  the  capacity  of  his  refinery  and  the 
value  of  his  property  between  the  times  of  those  two  propositions? — A.  I  do  not 
know. 

NO  FREIGHT  CONCESSIONS   IN  VIOLATION  OF  THE  INTEROTATE-COMMERCE  LAW. 

In  th&  foregoing  I  have  tried  to  pick  out  and  deny  positively  the  different  alle^- 
tions  made  by  Mr.  Rice  in  regard  to  freight  discriminations  by  various  devices,  which 
railroads,  both  prior  to  and  since  the  passage  of  the  interstate-commerce  law,  have 
given  to  the  Standard  Oil  Comp^any  against  himself  and  other  oil  shippers.  I  would 
say  that  since  July,  1889,  as  vice-president  of  the  Union  Tank  Lane  Company,  I 
know  the  fsLcis  re^rding  the  freignt  business  of  the  Standard  Oil  Company,  rates, 
shipments,  etc.^  with  the  various  railroads  of  the  United  States.  I  wish  to  deny  posi- 
tively that  during  that  time  we  have  received  any  rebates  or  concessions  from  tarifi 
rates  contrary  to  either  the  letter  or  spirit  of  the  interstate-commerce  law.  While 
from  Mr.  Rice's  testimony  one  might  assume  that  the  oil  tonnage  of  the  United 
States  was  about  the  only  tonnage  transported,  yet  the  total  consumption  of  oil  in 
tons  in  the  United  States  is  less  than  one-half  of  1  per  cent  of  the  total  tonnage  mo\'ed 

1  Original  alBdavit  filed  with  the  oommlsBion.    Sec  Mr.  Rice's  affidavit  in»rebuttaU  p.  79S. 
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by  the  railroads  of  the  United  States,  and  it  is  abflord  to  either  »JfQe  or  conclade 
that  BO  small  a  percentage  of  the  traffic  moved  by  the  railroads  of  tfie  United  Statee 
should  be  of  such  controlling  influence  over  raihroads  and  their  oflScials  asiBBO  often 
alleged  by  Mr.  Rice. 

I  wish  to  present  a  letter  to  Mr.  Moseley,  secretary  of  the  Interstate  Commerce 
Commission,  dated  December  1,  and  his  reply  of  December  6, 1899,  in  which  he  refers 
to  the  statistics  compiled  by  the  Interstate  Commerce  Commission  for  the  year  end- 
ing June  30, 1898,  showing  that  the  tons  carried  by  the  railroads  of  the  United  States 
were  879,006,307  tons.  Tne  total  consumption  of  petroleum  produced  in  the  calendar 
year  1898,  from  the  very  best  sources  that  can  oe  obtained,  was  a  little  less  than 
24,000,000  barrels;  24,000,000  barrels  is  equivalent  to  about  4,000,000  tons,  and 
4,000,000  tons  is  less  than  one-half  of  1  per  cent  of  the  total  tonnage  carried  by  the 
railroads. 

**Dbcsmbbr  1,  1899. 
"  £.  A.  MosBLBY,  Esq., 

**  Secretary  J  IrUergUxle  Commerce  CommissUm,  Washington,  D,  C. 

''Dear  Sir:  In  the  advance  copy  of  your  twelfth  annual  report,  dated  January  11, 
1899,  you  give  the  earnings  of  the  railways  of  the  United  States.  On  page  79  of  this 
report  you  say  that  you  have  returns  of  720  lines,  representing  97  per  cent  of  the 
operated  mileage  in  the  United  States.  You  then  show  that  of  the  earnings  there 
was  $874,865,487  received  from  freight  service. 

**Have  you  any  tonnage  figures  showing  the  number  of  tons  carried  by  the  rail- 
roads which  earned  this  $874,000,000*/  If  so,  I  would  be  very  much  obliged  if  you 
would  advise  me  of  the  number  of  tons  (2,000  pounds  to  the  ton)  at  your  early 
convenience. 

*  *  Yours,  truly,  *  *  Howard  Page.  ' ' 

''iinsrstatb  commbscb  commission, 

"Officb  op  thb  Sbcrbtary, 
^^Waskingtxm,  December  6, 1899, 
"Mr.  Howard  Pagb, 

''»6  Broadway,  New  York,  N,  Y. 

"Dear  Sir:  I  b^  to  acknowled^  the  receipt  of  vour  letter  of  the  1st  instant, 
requesting!  certain  tonnage  information  bearing  upon  the  freight  earnings  of  railways 
as  shown'  in  the  advance  copy  of  the  Twelfth  Annual  Report  of  the  Interstate  Com- 
merce Commission.  In  reply)  I  would  say  that  we  have  not  the  exact  tonnage  figures 
referred  to,  as  such  data  are  not  compiled  for  the  preliminary  report. 

"On  page  67  of  the  advance  copy  of  the  *  Statistics  of  Railways  in  the  United 
States'  for  the  year  ending  June  30,  1898,  tons  carried  as  reported  are  shown  as 
879,006,307;  tons  carried  1  mile,  114,077,576,305. 

"A  copy  of  the  volume  referred  to  is  sent  you  under  a  separate  cover,  page  67  of 
which  is  attached  hereto. 

Very  respectfully,  Edw.  A.  Mosblby,  Secretary, 

Mr.  Archbold  filed  here  with  you  letters  from  about  20  of  the  principal  railroads 
of  the  United  States,  in  which,  without  exception,  they  stated  that  since  the  passage 
of  the  interstate  commerce  law,  no  concessions  or  allowances  from  tariff  rates  had 
been  made  to  the  Standard  Oil  Company  in  any  manner  or  form.  It  is  impossible  to 
believe  that  men  of  the  character  01  President  Callaway,  of  the  New  York  Central; 
President  Newman,  of  the  Lake  Shore;  President  Meflen,  of  the  Northern  Pacific; 
Mr.  A.  J.  Earling,  vice-president  then  and  now  president  of  the  St.  Paul  Road;  Pres- 
ident Burt,  of  the  Union  Pacific;  and  the  chief  trafiSc  officials  of  lines  like  the  Bur- 
lington, Pennsylvania,  Baltimore  and  Ohio,  Cleveland,  Cincinnati,  Chicago  and  St. 
Louis,  Atchison^  Topeka  and  Santa  Fe,  Southern  Pacific,  Louisville  and  Nashville, 
Boston  and  Mame,  and  other  railroads  whose  letters  were  presented,  would  all 
unanimously  state  that  we  had  obeyed  the  law,  both  in  letter  and  spirit,  if  the  facts 
were  to  the  contrary. ' 

We  might  be  asked  why  (in  view  of  the  known  fact  that  some  of  the  railroads, 
since  the  passage  of  the  interstate  commerce  law,  have  paid  rebates  to  large  shippers) 
we  have  not  received  same.  We  have  not  done  so  because,  in  the  first  place,  it  was 
against  the  law,*  and  secondly,  because  we  knew  from  past  experience  that  if  we 
received  cut  railroad  rates  other  oil  shippers  would  receive  the  same,  and  we  felt,  as 
we  now  feel,  that  from  a  business  standpoint  alone  it  has  been,  and  is  now,  to  our 
interest  to  have  tariff  rates  maintained. 

1  See  Mr.  Emery,  pp.  684,  642.  648. 

'Bee  the  decision  of  JuilJB^e  Baxter,  p.  707,  bottom;  p.  706,  top. 


788  HEARINGS  BEFORE   THE   INDUSTRIAL   COMMISSION. 

The  Standard  Oil  CompAny  does  not  need  any  freight  advantages  to  maintain  its 
businesB,  and  all  it  wants  is  to  be  required  to  pay  the  same  rates  as  other  oil  shippers 
from  and  to  the  same  points. 

TBB  OTANDARD's    ADVANTAGB    IN    HAVING    MANY   DlffTRIBCTING    POINTS— THK   CON8ITMER 

GBTB  THB  BENEFIT. 

In  reference  to  Interstate  Commerce  Commiasioner  Pronty's  remarks  in  reganl  to 
the  Standard  Oil  Company,  when  Mr.  Prouty  appeared  before  the  Commission  early 
in  October,  which  testimony  I  heard:  Commissioner  Prouty 's  aiguments  seem  to  lie 
to  the  effect  that  the  Standard  Oil  Company  had  advantages^  by  reason  of  having  its 
refineries  and  distributing  plants  at  Chica^  and  the  Atlantic  seaboard,  as  well  as  at 
Lima,  Buffalo,  and  other  middle-State  points,  as  compared  with  a  refiner  who  had 
his  works  only  at  Cleveland  or  in  the  Pennsylvania  on  regions.  We  admit  that  by 
having  refineries  and  distributinff  plants  at  Chicago  for  the  West;  at  Buffalo,  Lima, 
and  Parkersburg  for  the  middle  States  and  the  South,  and  at  the  Atlantic  seaboard  for 
the  East  and  New  England,  we  have  decided  advantages  over  a  refiner  who  has  his 
works  only  at  one  point,  and  who  tries  to  compete  wim  us  in  selling  oil  throughout 
the  country.  We  claim,  however,  that  such  an  advantage  is  a  fai^*  one,  and  can  not 
be  overcome  by  any  fair  or  reasonable  adjustment  of  freight  rates.  We  further  claim 
that  by  having  our  refineries  and  distributing  plants  located  at  various  points  through- 
out the  country,  we  can  and  do  distribute  more  cheaply  and  sell  the  oil  at  a  less  cost 
to  the  consumer,  and  it  is  more  to  the  interests  of  tne  country  at  laige  for  the  con- 
sumer of  oil  to  get  it  at  a  low  cost  than  it  is  to  try  to  fix  freight  rates  on  any  ba^ 
that  will  permit  one  manufacturer  at  one  point  to  distribute  his  products  throughout 
the  Unit^  States. 

That,  gentlemen,  closes  all  that  I  have  prepared.  I  am  perfectly  open  and  glad  to 
answer  any  questions  you  gentlemen  have. 

ADVANCE  IN  CANADIAN  FREIGHT  RATBB. 

Q.  (By  Mr.  Jbnks.)  We  had  some  testimony  here  a  little  time  ago  with  reference 
to  the  freight  rates  on  American  oils  from  the  United  States  into  Canada,  in  which  it 
was  said  that  very  lately  there  had  been  a  very  decided  increase  in  the  freights  on 
American  oil  going  into  Canada.  This  was  thought  to  be  much  to  the  disadvantage 
of  those  who  had  to  ship  oil  from  the  United  States  into  Canada;'  can  you  explain  to 
us  that  matter  of  freight  rates? — ^A.  I  can  say  that  I  know  there  was  an  advance  in 
freight  rates  from  Detroit  and  Toledo  and  Buffalo  and  other  frontier  points  on  oil 
from  the  United  States  into  Canada.  I  can  further  add  that  we  pay  those  advanced 
rates,  and  that  we  ship  80  per  cent  of  the  oil  that  is  exported  from  the  United  States 
into  Canada.  We  therefore  pay  four  times  as  much  as  all  the  balance  of  the  oil  ship- 
pers together. 

Q.  What  proportion  of  your  sales  in  Canada  are  shipped  from  the  United  States, 
and  what  jproportion  are  sales  from  the  Oanadianjproauct?  I  understand  that  the 
Standard  6il  Company  owns  practically  all  of  the  Canadian  refineries.' — ^A.  I  do  not 
so  understand  it,  and  I  do  not  know  tne  relative  shipments  from  the  United  States 
compared  with  the  consumption  of  oil  manu&ctured  m  Canada.  I  do  know,  though, 
that  shipments  from  the  United  States  into  Canada  have  increased  in  the  last  year; 
in  fact,  since  that  advance  in  rates  as  compared  to  the  old  situation.' 

Q.  Do  you  know  what  proportion  of  the  refining  industry  of  Canada  is  owned  by 
the  Standard  Oil  Company? — A.  No;  I  do  not;  I  do  not  know  that  the  Standard  Oil 
Company  owns  any  interests  in  Canada. 

PENDING  SUITS  FOR  ALLEGED  FREIGHT  DISCRIMINATION — CHARGES  ON  OIL  IN   BARRELS. 

Q.  We  have  had  some  evidence  with  reference  to  suits  that  were  brought  a^nst 
the  railroads  by  independent  refiners  in  western  Pennsylvania,  in  which  they  clumed 
that  the  railroads  had  been  dealing  unfairly  with  them  in  the  ohaiging  of  freight 
rates — suits  that  are  still  pending;*  can  you  tell  us  anything  with  reference  to  those 
suits? — A.  I  do  know  that  several  years  ago — I  do  not  recall  how  many — the  Interstate 
Commerce  Commission  decided  that  the  weight  of  the  barrel,  when  loaded  with  oil, 
should  be  carried  by  the  railroad  free.    In  other  words,  they  should  not  charge  for 


I  See  Mr.  Westgate^p.  378,  879:  Mr.  Gall.  pp.  675-677,  680,  682-685. 

•See  Mr.  Gall,  p.  673:  Mr.  Archbold, p. 578. 

•See  Mr.  Gall.  pp.  677,680. 

4  See  Mr.  Lee,  p.  287;  Mr.  Westgate,  pp.  879,  880;  Mr.  Arobbold,  p.  516. 
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the  barrel  when  it  contained  oil.  An  order  was  entered  to  that  ^H^i't,  which  the  mil' 
roads  declined  to  obey.  The  Interstate  Commerce  Commission  have  since  that  time 
gotten  some  evidence  from  the  plaintiffs  in  that  case  as  to  the  volume  of  their  ship- 
ments in  barrels  within  a  certain  period,  and  fixed  the  amount  of  damages  which  they 
claim  the  railroads  should  pay  back  to  those  shippers  of  oil  in  barrels.  The  railroads 
also  declined  to  pay  that,  and  that  case  is  now,  I  believe,  before  the  United  States 
Court  in  Pittsbun;  and  is  still  pending.  I  woula  say  in  connection  with  it  that  at  the 
time  when  the  shipments  were  made  in  barrels  by  these  plaintiffs  and  the  rate  of 
freight  was  charged  on  the  weight  of  the  wood,  the  Standard  Oil  Company  was  mak- 
ing shipments  of  oil  in  barrels  and  paying  for  the  weight  of  the  wood.  In  other 
words,  there  was  no  difference  in  the  rule  or  the  rate  that  was  applied  on  the  ship- 
ments of  the  plaintiffs  and  upon  the  shipments  of  the  Standard  On  Company. 

Q.  Was  this  custom  of  the  roads  one  that  was  brought  about  in  any  way,  to  your 
knowledge,  by  the  action  of  the  Standard  Oil  Company  official^ — A.  No. 

Q.  What  was  it? — A.  In  the  first  decision  of  the  Interstate  Commerce  Commission 
in  regard  to  the  relative  rates  that  should  be  charged  on  oil  in  barrels  and  oil  in  tank 
cars,  the  commission  decided,  b^  Judge  Cooley,  that  the  rate  per  100  pounds  in  car- 
loads, on  oil  in  tank  cars  or  on  oil  in  bajrels,  including  the  weight  of  the  oarrels,  should 
be  alike.  The  railroads  adopted  that  order.  Then  on  the  second  case,  after  Judse 
Cooley  had  left  the  bench,  some  other  commissioner  decided  that  the  barrel  should 
be  carried  fre«;  and  that  the  railroads  declined  to  follow. 

Q.  The  commission  practically  reversed  its  own  decision? — ^A.  They  tried  to  reverse 
their  own  decision  before  the  United  States  circuit  court  at  Pittsburg. 

Q.  I  say,  practically  reversed  its  former  decisions? — ^A.'  Yes. 

Q.  But  it  was  under  the  first  decision  that  the  charges  were  made? — A.  Under  the 
first  decision  that  the  chai^ges  were  made. 

THE   MOST  OF  THB  STANDARD'S   OIL  IS  FINALLY   DISTBIBUTBD   IN   BARRELS. 

Q.  Do  you  recall  what  proportion  of  the  shipments  of  the  Standard  Oil  Company 
at  that  time,  before  the  second  decision  was  rendered,  was  in  tank  cars,  and  what 
in  barrels? — A.  Your  question  involves  the  whole  country;  and  I  should  say  that  the 
shipments,  as  a  whole,  of  the  Standard  Oil  Company  in  tiarrels  exceed  the  shipments 
of  the  Standard  Oil  Companv  in  bulk  in  tank  cars;  you  must  bear  in  mind  that  when 
the  Standard  Oil  Company  snips  its  oil  in  tank  cars  to  a  distributing  station,  it  is  bar- 
reled there  to  a  very  lar^  extent,  and  it  goes  out  in  barrels,  anait  is  a  part  of  the 
barrel  sales  of  oil.  I  think  I  am  correct  in  that  statement,  and  it  is  the  best  that  I 
can  give;  that  is  all. 

Q.  That  is  so  at  the  present  time? — A.  It  is  true  still. 

Q.  (By  Mr.  Clarke.)  Therefore,  very  much  of  the  oil  which  is  shipped  is  shipped 
part  way  in  tanks  and  the  rest  of  the  way  in  barrels^? — A.  It  is;  when  it  comes  to 
local  country  points  on  the  line  of  a  railroad.  The  rule  that  the  commission  made 
there,  if  applied  to  oil,  would  naturally  apply  to  every  other  package  that  might  be 
put  arouna  any  other  commodity  that  was  susceptible  of  any  other  mode  of 
shipment. 

Q.  fBy  Mr.  Smyth.)  Lubricating  oil,  I  suppose,  is  shipped  in  barrels,  is  it  not? — A. 
It  is  snipped  in  tank  cars  to  some  extent — yes. 

so   FAR  AS  THB  WITNESS'S  EXPERIENCE  GOES,  THE  STANDARD  NEVER  DICTATED   FREIGHT 

RATES  TO  BE  CHABGED  TO  OTHER  SHIPPERS. 

Q.  (By  Mr.  Phillips.)  You  admit,  Mr.  Page,  that  the  Standard  Oil  Company  did 
receive  faige  rebates  before  the  passage  of  the  interstate  commerce  act? — A.  I  admit 
that. 

Q.  From  your  knowledge  and  belief  and  information? — ^A.  My  knowledge  and 
belief  and  actual  experience,  Mr.  Phillips,  was  that  prior  to  the  interstate  commerce 
law  we  got  as  low  rates  as  we  could. 

Q.  That  amounted  to  very  considerable  worth  to  the  Standard  Oil  Company  during 
that  period,  no  doubt? — ^A.  It  meant  that  we  got  lower  than  tariff  rates,  the  same  as 
all  omer  shippers;  not  only  shipi)ers  of  oil,  but  all  other  people.  We  could  get  them 
and  did  get  them.  I  can  add  this,  that  as  for  as  my  own  experience  goes,  prior  to 
the  interstate  commerce  law,  when  we  secured  lower  than  tariff  rates,  it  never  was  in 
any  instance  a  part  of  an  agreement  what  the  railroads  should  charee.  Any  other 
oil  shipper  could  get  as  low  a  rate  as  we  could,  or  lower,  if  the  railroaa  saw  fit  to  give 
it    We  attended  simply  to  our  own  business. 

Q.  (By  Mr.  A.  L.  Iiabbis.)  That  was  the  universal  rule  of  the  Standard  Oil  Com- 
pany?—A.  Which? 
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Q.  Not  to  interfere  with  the  rates  of  anyone  else? — A.  I  can  only  speak  in  that 
regard,  so  far  as  my  own  knowledge  goes;  and  so  far  as  my  own  knowledge  goes  it  is 
true. 

Q.  You  do  not  know  anything  abont  the  mle  which  seemed  to  have  prevailed  in 
what  is  known  as  the  Marietta  and  Cleveland  Railroad,  do  you? — ^A.  1  have  no  knowl- 
edge of  that,  sir.  I  believe  that  case  has  been  fully  explained,'  and  prior  to  the 
interstate-commerce  law  my  residence  and  knowledge  was  confined  to  the  business 
of  the  Standard  Oil  Company  in  Louisville — in  Kentucky. 

Q.  The  only  reason  that  I  asked  that  question  was  that  you  made  your  answer 
broad.— A.  I  answered  from  my  own  knowledge. 

Q.  (By  Mr.  Smyth.)  Do  you  know  of  any  other  oil  company  besides  the  Standsrd 
Oil  Company  that  received  rebates  prior  to  the  interstate  law?— A.  I  do,  sir. 

Q.  You  think,  then,  that  it  was  the  general  custom,  as  far  as  your  knowledge 
go^ — A.  I  know  it;  and  in  some  cases  we  found  where  they  had  a  lower  rate  thiui 
w^e  had. 

WHSRB  OTHm  BHIPPBB8  GOT  LOWER  RATBH  THAN  THB  STANDARD. 

Q.  You  believe,  then^  that  it  was  the  general  custom  prior  to  the  passage  of  the 
interstate-commerce  law?— A.  That  every  shipper  and  others  got  the  lowest  rates 
they  could  from  the  railroads. 

Q.  (By  Mr.  Philjjps.)  Can  you  name  any  of  those  companies  who  received  it?  I 
am  not  doubtmg  the  truth  of  your  statement — A.  I  know  it  was  shown  in  some 
other  cases  that  Soofield,  Shurmer  &  Tea^lcL  of  Cleveland,  had  some  lower  rates 
than  the  tariff.  It  has  been  ten  yem,  >^.  Phillips,  and  I  do  not  know  that  I  can 
recall  the  names,  but  I  recall  very  distinctly  that  m  one  instance  it  was  shown  that 
some  lai^  shippers  of  oil  from  Memphis  to  Nashville,  out  on  the  roads  leading  from 
there,  hful  special  rates  as  against— had  lower  rates  than  we  were  paying  from  the 
same  points  to  the  same  points.  We  found  it  out  because  people  were  selling  oil 
cheaper  than  we  were  at  the  same  points. 

DOMB  NOT  BBUBVB  THB  STANDARD  BVBR  RBCBIVBD  A  SHARB  OP  THB  RATE  PAID  BY 

OTHERS 

Q.  Do  yon  know  of  any  instance  where  there  was  a  higher  rate  charged  to  the 
independent  refiners  than  to  the  Standard,  and  that  was  divided  between  the  Stand- 
ard and  the  railroaded?  Is  there  any  such  testimony? — A.  I  do  not  know  of  any 
instance.  I  will  say  no;  I  do  not  know  of  any  case.  In  fact,  I  do  not  believe  there 
ever  was  a  case  where  the  Standard  Oil  received  from  the  railroad  a  share  of  the  mte 
that  was  paid  by  independent  shippers.  I  know  it  was  not  so  in  the  territory  which 
I  had  anything  to  do  with,  and  it  has  never  been  so  since  I  have  been  in  New  York. 

DOBS  NOT  KNOW. 

Q.  You  are  connected  with  the  transportation  and  know  something  about  the  pipe- 
line business  also  of  the  StandaM  Oil  Company? — A.  No,  sir;  I  know  very  little  aboat 
pipe-line  matters. 

Q.  Do  you  know  whether  the  Standard  Oil  Company  ever  placed  a  preminm  on 
oil  in  special  fields  where  there  were  independent  pipe  lines,  and  by  this  means 
caused  them  to  suspend  business^  or  bought  tnem  out? — ^A.  I  know  nothing  whatever 
as  to  any  prices  paid  for  crude  oil. 

Q.  Or  aoout  tne  pipe-line  business  in  that  recnrd? — ^A.  No,  sir;  I  do  not 

Q.  Do  you  or  do  you  not  know  whether  the  Standard  Oil  Company  opposed,  after 
having  their  pipe  line  to  the  seaboard,  the  passage  of  the  free-pii>e-line  law  in  Penn- 
sylvania or  in  New  Jersey? — A.  I  know  nothing  whatever  about  it,  sir. 

Q.  Do  you  know  whether  the  Standard  Oil  Company  opposed,  directly  or  indi- 
rectly, the  United  States  Pipe  Line  in  securing  the  right  of  way  thrmigh  the  State  of 
New  Jersey? — A.  I  know  nothing  whatever  about  it. 

Q.  You  do  not  know  about  that? — A.  No,  sir;  I  am  not  connected  with  the  pipe- 
line department  in  any  way. 

Q.  When  independent  companies  shipped  abroad  did  the  Standard  Oil  Company 
ever  obstruct  ocean  transportation  in  any  way  or  obstruct  them  in  getting  ocean  and 
steamship  service? — ^A.  Not  to  my  knowledge,  in  any  way. 

Q.  Have  you  knowledge  or  information  as  to  the  installation  plants  or  receiving 
tanks  in  Germany  or  other  countriee(? — A.  I  have  not,  sir. 

Q.  Have  you  any  information  in  regard  to  the  agents  who  transferred  and  sold  the 
Standard  oil  in  foreign  countries— Standard  agencies  abroad? — ^A.  I  know  there  are 
some  Standard  agencies  abroad;  yes. 

1  See  Mr.  Archbold,  pp.  of)&-659:  M  r.  Ri<>e,  pp.  706-709 
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Q.  Have  you  any  information  in  regard  to  this:  to  a  man  in  Germany,  or  who  was  in 
Germany,  recently  deceased,  by  the  name  of  Poth,  who  handled  oil  of  the  independent 
companies  in  Germany? — A.  Never  heard  the  name  before,  sir. 

Q.  You  have  no  knowledge,  then,  of  their  purchasing  all  these  installation  plants 
abroad,  almost  wholly  in  Germany? — A.  I  have  no  knowledge. 

SXPORTS — PRICiS   HIGHER  ABROAD. 

Q.  (Bv  Mr.  Kennedy.)  Have  you  knowledge  of  the  relative  value  and  prices  of  oil 
exportea? — A.  I  only  know  in  a  general  way  that  the  exports  of  petroleum  products 
produced  by  the  Standard  Oil  Company  are  in  excess  of  their  wells  within  the 
United  States.  In  other  words,  a  large  share  of  the  Standard  Oil  Company's  business 
is  outside  of  the  United  States. 

In  regard  to  the  relative  prices,  I  would  say  that  the  consumer  of  oil  in  the  United 
States  gets  his  oil  for  very  much  less  than  the  consumer  of  that  same  oil  abroad,  and 
that  is  due  principally  to  the  fact  that  we  have  facilities  within  the  United  States  for 
cheaply  distributing  the  oil  to  the  consumer  that  the  company  has  not  got  on  the 
other  side.  Mr.  Rice  refers  to  the  price  of  oil  at  New  York  for  export  as  compared 
with  the  price  of  oil  in  Montana  ana  Idaho,^  and  tries  to  convey  the  idea  that  we  sell 
our  oil  abroad  for  less  money  than  to  the  consumer  within  the  United  States.  1 8ul>- 
mit  that  the  price  of  export  oil  at  New  York  is  the  price  for  cargoes  at  the  mouth  of 
the  refinery,  whereas  the  price  of  oil  in  Montana  and  Idaho  must  necessarily  include 
expenses  of  distribution.  The  freight  goes  from  Chicago,  for  instance,  out  to  those 
Western  States,  and  comparing  the  orice  to  the  consumer  of  a  barrel  of  oil  out  in  the 
mountain  districts  of  Idaho  and  Montana  with  the  cargo  price  of  export  oil  at  New 
York  is  manifestly  unfair. 

Q.  Have  you  any  knowledge  of  the  Standard  Oil  Company  selling  oil  in  the 
German  market  below  the  point  of  profit  for  the  purpose  of  driving  other  dealers  out 
of  that  market  and  of  their  being  curbed  in  that  practice  by  the  German  Govern- 
ment?— A.  I  have  no  such  knowledge,  sir. 

RUSSIAN  OIL. 

I  have  heard,  and  I  believe,  that  the  German  Government  issued  an  order  within 
the  last  year  or  so  requiring  the  railroads  of  Germany,  which  are  under  govern- 
mental control,  to  bum  exclusively  Russian  oil  and  not  American. 

Q.  (By  Mr.  Smyth.)  Is  it  not  a  fact  that  the  great  competition  you  have  in  Eng- 
land is  with  the  Russian  oil,  which  is  backed  by  the  Rothschilds? — ^A.  The  Russian 
field  is  a  great  competitor  of  the  American  petroleum  field.  The  production  of  oil 
in  Russia  is,  I  believe,  to-day  equal  to  that  of  the  United  States,  and  at  times  has 
been  in  excess  of  it.  In  fact,  I  have  known  of  repjorts  of  one  well  in  Russia  that  has 
produced  as  much  as  100,000  barrels  per  day,  which  is  as  much  as  the  entire  Penn- 
sylvania oil  field  in  certain  sections,  and  the  price,  I  do  know,  of  Russian  crude  oil 
is  very  much  lower  than  the  price  of  American  crude  oil. 

Q.  (By  Mr.  A.  L.  Harris.)  What  about  its  quality? — A.  Its  quality  is  not  so  good 
as  the  Pennsylvania  oil.    It  is  more  like  the  Ohio  crude. 

Q.  (By  Mr.  Phillips.)  Do  you  know  whether  the  Russian  oil  is  extensively  sold 
now  in  Germany? — A.  It  is  sold  in  Germany,  and  it  is  sold  in  Italy,  and  it  is  sold  in 
England. 

Q.  Is  it  sold  to  any  great  extent  in  Germany? — A.  To  as  great  sui  extent  as  they 
can  sell  it,  sir. 

OCEAN  TRANSPORTATION — FOREIGN   MARKETS  AND   AGENCIBB. 

Q.  (By  Mr.  Farquhar.)  Does  the  Standard  Oil  Company  own  its  own  ocean  lines 
for  transportation  of  oil  to  Europe? — A.  I  am  not  very  familiar  with  that  part  of  it, 
Mr.  Farquhar;  but  I  know  in  a  general  way  that  they  do  own  or  have  an  interest 
in  certain  bulk  tank  shine  and  also  some  schooners.  The  tank  shifts  are  used  for 
the  transportation  of  the  Dulk  oil  from  the  United  States  to  certain  points  in  Europe 
where  there  are  tank  facilities  for  receiving  it,  and  the  ships  are  used  for  the  ship- 
ment of  case  oil  to  the  far  East. 

Q.  Can  you  tell  the  commission  how  many  countries  in  the  world  the  Standard 
Oil  Company  sells  its  oil  to? — A.  I  think  it  would  be  easier  to  name  those  that  we 
do  not,  or  that  we  do  not  try  to.  I  think  we  sell,  sir,  all  over  the  world;  as  far  as 
we  can. 

<i^»~*»^.^»^— ■^— ^-^i— ^-~— ^^^-.w  ' 

iSe«p.  7S1 


792  HEARINGS   BEFORE   THE   INDUSTRIAL   COMMISSION. 

Q.  Will  you  kindly  state  the  means  of  tranaoortation  for  the  Asiatic  trade?  Is 
thai  by  steamer  or  sail?— A.  By  sail,  usaally,  ana  against  very  severe  competition  of 
the  Russians.  They  have  tank  steamers  by  which  they  transport  tank  oil  from 
Batoum  to  India,  and  even  to  China  and  Japan. 

Q.  The  statement  has  been  made  that  the  Standard  has  sold  oil  in  foreign  markets— 
in  Asiatic  countries — where  they  have  had  a  return  of  only  one-third  of  the  price  of 
the  oil  in  the  market  itself;  do  you  know  anything  about  that?— A.  I  do  not  know 
as  to  that,  sir. 

Q.  You  know  nothing  about  the  price  of  oil  and  competition  of  other  oils  used  in 
Asiatic  countriec(? — ^A.  I  only  know  we  have  shipped  oil  there,  and  still  do,  as  against 
Russian  competition.  As  to  what  the  prices  are  there,  I  do  not  know;  but  I  do  know, 
from  information  and  belief,  as  I  have  before  stated,  that  the  consumer  of  oil  abroad 
pays  very  much  more  for  his  oil  than  the  consumer  within  the  United  States. 

Q.  (By  Mr.  Smyth.)  Testimony  has  been  given  here  that  the  Standard  Oil  Com- 
pany has  over  360  agencies  throughout  the  world,  every  one  of  which  is  in  charge  of 
an  American  citizen  J  Do  you  thmk  that  is  correct?— A.  I  do  not  know.  I  do  know 
that  we  have  many  agencies,  but  how  many  I  do  not  know.  I  do  know  in  a  general 
way  that  we  send  Americans  to  take  charge  of  those  departments,  but  how  many 
there  are  I  can  not  say. 

Q.  (By  Mr.  Phillips.)  Do  they  exert  a  very  considerable  influence  on  our  consuls 
abroad? — A.  I  have  no  knowledge  of  it,  sir. 

THE  OTANDARD  WOULD   MAKE   PRICES  TO  KEEP  THE  TRADE. 

Q.  You  Spoke  some  time  ago  of  the  advantage  the  Standard  Oil  Company  has  over 
others  by  having  refineries  at  many  different  points  in  the  United  States  in  the  lessen- 
ing of  freights,  etc.  There  are  quite  a  number  of  the  independents  that  have  such 
advantage^  too,  in  localities;  that  have  advanti^es,  perhaps,  over  the  Standard  Oil 
Company  m  certain  localities.  Is  it  or  is  it  not,  has  it  or  has  it  not  been,  the  practice 
of  the  Standard  Oil  Company  where  independent  oil  was  being  distributed  to  ship 
their  oil  in  and  sell  it  lower  than  the  usual  price  or  make  it  unprofitable  for  others? 
Do  vou  know  of  any  such  instance  as  that? — A.  I  can  only  say  in  a  general  way,  Mr. 
Phillips,  that  we  doubtless  ship  the  oil  from  the  nearest  point  and  try  to  sell  it 

Q.  Do  you  know  or  do  you  not  know  that  when  the  independent  refineries  recently 
began  to  distribute  oil  in  New  York  the  Standard  dropped  prices  very  greatly  so  as 
to  make  it  unprofitable? — A.  I  do  not  know  that,  sir. 

Q.  Or  Philadelphia? — A.  I  do  not  know  it 

Q.  (By  Mr.  Jbnks.)  You  said  a  moment  ago  that  of  course ^A.  (Interrupt- 
ing.) It  goes  without  saying  that  we  are  in  the  business  and  we  try  to  keep  our 
trade,  and  we  make  prices  that  will  also  keep  it 

Q.  So,  speaking  generally,  you  would  presume  it  was  true  that  competitive  prices 
are  lower  than  where  you  have  no  competition? — A.  To  a  reasonable  d^ree,  yes; 
but  I  will  say  that  the  object  and  the  success  of  the  Standard  Oil  Company  has  been 
due  to  the  fact  that  their  effort  is  continually  to  reduce  the  cost  of  manufacturing  and 
distributing  of  oil;  and  we  sell  it  as  cheaply  as  w^e  can,  based  on  that  cost,  to  the 
consumer,  and  thereby  increase  the  volume  of  our  business  by  cheapening  the  cost 
to  the  consumer. 

STATEMENTS  FURNISHED  TO  THE  COMMISSION. 

Q.  ^By  Mr.  Phillips.)  I  am  informed  that  the  independent  comnanies  have 
recently  made  a  statement  of  their  business  affairs  to  this  commission  through  Pro- 
fessor Jenks.  Would  3^ou  be  willing  to  advise  the  Standard  Oil  Company  to  make 
such  a  statement  of  their  business? — A.  I  do  not  know  what  kind  of  a  statement  the 
independent  people  have  made,  and  I  would  not  take  it  upon  myself  to  do  so.  I 
think  it  would  be  rather  imjpertinent  for  me,  as  a  subordinate,  to  advise  the  ofBcials 
in  chaige  of  the  Standard  Oil  Company  matters  what  kind  of  a  report  they  should 
make. 

THE  TEXAS  OIL   FIELD. 

Q.  (By  Mr.  Kennedy.)  I  should  like  to  ask  you  something  about  the  new  Texas 
oil  field.  Does  the  Standard  Oil  Company  own  that  field,  and  where  is  the  P">^"5* 
refined,  and  to  what  part  of  the  country  is  it  shipped? — A.  I  do  not  know  that  the 
Standard  Oil  Company  owns  that  field.    I  know  tnere  is  a  refinery  at  Corsicana,  Tex. 

Q.  A  Standard  refinery? — A.  It  is  not  known  in  any  way  as  the  Standard  Oil 
Company,  and  I  do  not  know  that  it  is. 


1  Sc>c  Mr.  Archbold,  p.  538. 
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Q.  {By  Mr.  A.  L.  Harris.)  I  understood  the  witness  to  say  that  he  knew  of  no 
instance  in  which  the  Standard  Oil  Company  had  interfered  in  any  w^ay  or  concerned 
themselves  in  anv  way  with  what  other  companies  might  get  in  the  way  of  rebates, 
etc.  Is  that  true? — A.  I  said  that  no  arrangement  prior  to  the  interstate  commerce 
law,  through  which  we  eot  lower  than  tarin  rates,  was  predicated  in  any  way  upon 
what  that  same  railroad  should  give  ia  the  way  of  rates  or  rebates  to  other  oil 
shippers. 

Q.  Do  you  know  an3^hins'  about  the  case  of  Handy  and  another,  trustee,  against 
the  Cleveland  and  Marietta  Railroad  Company? — A.  I  do  not. 

Q.  Would  you  care  to  have  the  syllabus  of  that  case  read  so  as  to  get  it  in  evi- 
dence?— A.  As  I  have  no  knowledge  of  it,  Mr.  Harris,  I  do  not  know  w&t  my  testi- 
mony would  be  worth  on  the  subject. 

Q.  It  would  be  merely  to  show  that  your  statement  in  regard  to  the  action  of  the 
Standard  Oil  Company  against  other  companies  was  probably  not  entirely  correct? — 
A.  I,  of  course,  can  speak  and  only  can  speak  of  my  own  knowledge,  and  my  knowl- 
edge in  the  time  prior  to  the  passage  of  the  interstate  commerce  law  was  confined  to 
the  Louisville  business  and  south. 

Q.  You  desire  to  have  your  testimony  limited  to  your  own  knowledge,  and  not  to 
be  broader  than  your  own  knowledge? — A.  I  supposed  that  went  without  saying. 

Q.  I  would  like,  for  the  benefit  of  the  commission,  to  read  the  syllabus: 

"[Circuit  Court,  S.  D.  Ohio,  E.  D.,  1887.] 
"  1.    RAILROAD  COMPANIBS — RBCBIVKRS — DISCRIMINATIONS. 

*'The  receiver  of  an  insolvent  railroad  company  can  not  unjustly  discriminate  in 
the  charges  imposed  upon  rival  shippers  over  his  road  in  order  to  increase  his  rev- 
enues, and,  if  guilty  of  discrimination,  may  be  removed  by  the  court  therefor. 

**2,   SAME — REMOVAL. 

^^  The  Standard  Oil  Company  having  threatened  to  store  its  oil  until  it  could  lay  a 
line  of  pipes  to  Marietta,  unless  the  receiver  of  a  railroad  company  should  give  it  a 
special  rate,  the  receiver  agreed  to  carry  its  oil  at  10  cents  per  barrel,  to  chai^  rival 
snippers  35  cents  per  barrel,  and  to  pay  25  cents  per  barrel  of  the  sum  collect^  from 
rival  shippers  to  tne  Standajxl  Oil  Company.  Held  to  be  such  gross  and  wanton  dis- 
crimination on  the  part  of  the  receiver  as  to  require  his  removal."^ 

This  is  on  page  575,  Trust  Proceedings  of  1888. 

(Testimony  closed.) 


SUPPIiEMENTARY  EVIDEKCE. 

AFFIDAVIT  OF  OSOBOS  RICE  IH  EEBUTTAL  OF  HOWAED  PAGE. 

City,  County  y  and  Slate  of  New  York,  «; 

On  this  2d  day  of  January,  1900,  personally  appeared  before  me  Geoi^ge  Rice,  of 
Marietta,  Ohio,  who,  being  (luly  sworn,  doth  depose  and  say: 

That  he  has  read  the  affidavit  of  one  F.  B.  Squire,  the  secretary  of  the  Standard 
Oil  Company  of  Ohio,  which  was  presented  to  your  commission  by  Howard  Page 
December  13,  1899.  In  answer  thereto  I  most  positively  and  unequivocally  deny 
that  in  1876,  or  at  any  other  time,  I  offered  or  included  my  producing  properties  and 
pipe  lines  in  the  proposed  sale  of  my  oil  properties  for  the  sum  of  $24,000. 

The  real  truth  of  the  matter  is  that  in  the  year  1876  Mrs.  Rice  and  myself  were 
boarding  in  New  York  at  the  same  place  with  said  Squire,  and  Mrs.  Rice  was 
acquainted  with  a  Mrs.  Waring,  who  was  also  an  acquaintance  of  said  Squire.  That 
in  some  conversation  with  Mtb,  Waring  the  matter  of  the  oil  business  came  up 
between  them,  and  subsequently  the  said  Squire  spoke  to  deponent  about  his  on 
interests,  and  said  he  possibljr  could  sell  some  of  it  to  the  Standard  Oil  Company,  if 
he  was  so  disposed  to  part  with  it.  That  the  result  of  several  conversations  was  that 
deponent  informed  Squire  that  if  he  or  the  Standard  Oil  Company  desired  to  pur- 
chase my  refining  plant  (which  was  only  a  small  part  of  my  entire  oil  properties 

» See  Mr.  Rice,  pp.  706-708;  Mr.  Archbold,  pp.  556-560. 
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and  interentn  in  the  oil  or  petroleum  busineRp)  he  or  it  could  have  the  same  for 
$20,000,  s»  my  wife  was  vei^  desirous  that  I  should  get  oat  of  the  refining  bosinesB, 
and  it  was  finally  offered  to  Squire  for  that  sum,  which  was  not  accepted. 

In  the  summer  of  1882  I  was  stopping  with  my  wife  at  Asbury  Park,  where  Squire, 
on  his  own  solicitation,  came  to  see  me,  and  he  then  and  there  offered  me  $250,000 
for  mv  entire  oil  pmperties,  including  production,  pipe  lines,  storage  tanks,  and  refin- 
ery plant.  I  never  offered  the  saiaSquire  the  sum  of  $50,000  commission  or  any 
otner  sum  to  make  said  sale;  nor  did  he  suggest  it  or  demand  it,  or  any  other  sum 
whatever,  nor  did  I  say  to  him  that  the  company  would  regret  their  act  if  they  did 
not  purchase*  from  me,  nor  was  I  ever  aware  that  said  Squire  had  an  oflSce,  except  by 
hearsay,  at  Cleveland,  Ohio.  As  this  latter  alleged  interview  occurred  in  the  sum- 
mer of  1882,  OS  I  testifiiHl  l)efore  your  commission,  and  as  my  pamphlet.  Black  Death, 
was  publishc<l  on  December  15, 1881,  it  is  superfluous  to  swear  to  it,  that,  because  said 
proiKwition  was  not  accepted  by  said  Standam  Oil  Ck)mpany,  I  immediately  published 
sain  pamphlet  as  retaliatory  against  said  company. 

I  further  solcnmly  deny,  as  stated  by  said  Squire,  that  I  several  times  thereafter 

Td  the  matter  further  with  him  in  any  manner  whatever, 
also  further  most  nolemnly  and  emphatically  deny  that  either  Mre.  Rice  or 
myself  ever  said  to  said  Squire,  or  to  any  other  person  or  persons  whomsoever,  that 
the  Standard  Oil  Company  would  be  sorry,  or  any  similar  words  or  of  like  effect 

On  XovemlHT  13,  1889,  before  Justice  Morgan  J.  O'Brien,  at  a  special  term  of  the 
Bupreme  court  of  New  York  (^ity,  I  testified  as  follows: 

^'I  made  that  offer  of  $250,000  to  Mr.  Squire,  who  represented  the  Standard  Oil 
Company — the  Standard  Oil  Trust — in  some  capacity;  his  name  is  F.  B.  Squire,  I 
think;  I'don't  know  when  I  made  that  offer  to  nim;  some  four  or  five  years  ago;  I 
can't  recollect  just  the  time;  I  was  stopping  at  Asbury  Park  with  my  wife,  and  he 
came  there  as  their  representative,  I  suppose,  and  rtuide  thai  offer  to  me.  I  don't  know 
how  long  my  price  remaine<l  at  $250,000." 

I  had  previously  made  this  same  offer  to  Mr.  Squire,  and  he  came  doiR-n  there  to 
buy  said  pn)perties  at  a  less  pri(«,  and  finally  offered  me  the  sum  of  $250,000  therefor, 
which  I  rejecte<l. 

When  I  testified  to  alx)ve,  John  D.  Archbold,  a  trustee  of  the  Standard  Oil  Trust, 
was  present  and  heani  said  testimony,  and  when  he  followed  me  on  the  stand  he 
did  not  allude  to  or  in  any  manner  contradict  my  said  testimony;  moreover,  at  this 
time  Mr.  Archl)old  testified  as  follows: 

**  I  know  Mr.  (Jeorge  Rice,  the  plaintiff.  I  remember  an  interview  with  him  in  the 
month  of  ()ctol)er,  1886,  in  whicn  he  proposed  to  dispose  of  this  property  and  all  his 
futun*  time  of  service  or  absence  from  service,  and  tnat  conversation  is  fresh  in  my 
re(M)lle<'tion. 

'*  After  the  oniinary  commonplaces  we  came  to  a  discussion  of  the  property  ques- 
ti<m  as  owned  by  him,  and  he  expressed  his  willingness  U^  dispose  of  the  property 
and  business — the  refinery  property,  I  should  say. 

"There  was  no  n*ference  made  at  that  interview,  nol*  at  any  time  in  my  converaa- 
tion  with  Mr.  Rice,  to  the  producing  pr(H)erty,  and  I  never  heard  of  it  until  now. 
He  gave  me  a  rough  description  of  the  rennery  which  I  might  know  of,  and  told  me 
of  the  volume  of  ousiness  which  he  had  done  the  preceding  year  and  which  he  was 
capable  of  doing,  and  came  to  the  point  of  fixing  his  price." 

This  dei)onent  further  says  that  ne  incorporates  herein  the  above  portion  of  the 
aforesaid  testimonv  of  Arch'lK)ld*s  as  a  corroboration  of  this  afiSdavit,  and  a  contra- 
diction of  the  afiSaavit  of  siiid  Squire,  that  my  producing  properties  and  pipe  lines 
were  all  to  be  include<l  in  the  original  offer  for  the  tnsi^ificant  sum  ot  $24,000, 
while  ArchlK)ld  in  1889  swears,  "  I  never  heard  of  it" 

Gbo.  Ricas. 

Sworn  to  before  me  this  2d  day  of  Janizary,  1900. 

J.  WiLUAM  Hill, 
Omrniimoner  of  DeeiUy  New  York  Cfty. 


JOHN  D.  BOCKEFELLEB. 

Answers  to  inierrogaUrrivs. 

1.  Q.  What  was  the  first  combination  in  which  you  were  interested  of  different 
establishments  in  the  oil  industry? — A.  The  first  combination  of  different  establish- 
ments in  the  oil  industry  in  whicn  I  was  interested  was  the  union  of  William  Rocke- 
feller &  C^).,  R(H^.kefellef  A  Andrews,  Rockefeller  &  Co.,  S.  V.  Harkness,  and  H.  M. 
Flagler,  about  the  year  1867. 
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2.  Q.  What  were  the  causes  leading  to  its  formation? — A.  The  cause  leading  to  its 
formation  was  the  desire  to  unite  our  skill  and  capital  in  order  to  carry  on  a  business 
of  some  magnitude  and  importance  in  place  of  the  small  business  that  each  sepa- 
rately had  theretofore  carried  on.  As  time  elapsed  and  the  possibilities  of  the  busi- 
ness became  apparent,  we  found  further  capital  to  be  necessary,  obtained  the  required 
peiBons  and  capital,  and  organized  the  Standard  Oil  Company  with  a  capital  of 
|l, 000, 000.  Later  we  found  more  capital  could  be  utilized  and  found  persons  with 
capital  to  interest  themselves  with  us,  and  increased  our  capital  to  $3,500,000.  As 
the  business  grew,  and  markets  were  obtained  at  home  ana  abroad,  more  persons 
and  capital  were  added  to  the  business,  and  new  corporate  agencies  were  obtained  or 
organized,  the  object  beins  always  the  saiy,  to  extend  our  business  by  furnishing 
the  best  and  cheapest  products. 

3.  Q.  Did  the  standard  Oil  Company  or  other  affiliated  interests  at  any  time  before 
1887  re^ve  trout  the  railroads  rebates  on  freight  shipped,  or  other  special  advan- 
tages?-^. The  Standard  Oil  Company  of  Ohio,  of  which  I  was  president,  did  receive 
rebates  from  the  railroads  prior  to  1880,  but  received  no  special  advantages  for  which 
it  did  not  J|ive  full  compensation.  The  reason  for  rebates  was  that  sucS^  was  the 
railroads*  Athod  of  business.  A  public  rate  was  made  and  collected  by  the  rail- 
way companies,  but  so  far  as  my  knowledge  extends,  was  never  really  retained  in  full, 
a  portion  of  it  was  repaid  to  the  shippers  as  a  rebate.  By  this  method  the  real  rate  of 
freight  which  any  shipper  paid  was  not  known  by  his  competitors  nor  by  other  rail- 
way companies,  t^  amount  being  in  aU  cases  a  matter  of  bargain  with  the  carrying 
company.  Each  Shipper  made  the  best  bargain  he  could,  but  whether  he  was  doing 
better  than  his  competitor  was  only  a  matter  of  conjecture.  Much  depended  upon 
whether  the  shipper  had  the  advantage  of  competition  of  carriers.  The  Standard 
Oil  Company  of  Ohio,  being  situated  at  Cleveland,  had  the  advantage  of  different 
carrying  lines,  as  well  as  of  water  transportation  in  the  summer,  and  taking  advantajge 
of  tJiose  facilities  made  the  best  barsains  possible  for  its  freights.  All  other  companies 
did  the  same,  their  success  depending  larcely  upon  whether  they  had  the  choice  of  4| 
more  than  one  route.  The  Standard  sought  also  to  offer  advantages  to  the  railways  ^ 
for  the  purpose  of  lessening  rates  of  freight.  It  offered  freights  in  large  quantity,  car- 
loads and  train  loads.  It  furnished  loading  facilities  and  discharging  facilities.  It 
exempted  railways  from  liability  for  fire.  For  these  services  it  ootained  contracts 
for  special  allowances  on  freights.  These  never  exceeded,  to  the  best  of  my  present 
recollections,  10  per  cent.  Sut  in  almost  every  instance  it  was  discovered  subse- 
quently that  our  competitors  had  been  obtaining  as  good,  and,  in  some  instances, 
better  rates  of  freight  than  ourselves. 

4.  Q.  If  so,  in  what  years  were  these  advantages  largest,  and  from  what  roads  were 
they  received? — A.  To  the  best  of  ray  recollection  the  greatest  rebates  were  paid  from 
1877  to  1879.  During  that  time  we  had  an  agreement  for  a  special  10  per  cent  com- 
mission. I  think  that  agreement  was  made  with  the  Pennsylvania,  the  Erie,  and  the 
New  York  Central  roads.  Large  rebates  were  also  paid  during  the  summer  of  1878, 
amounting  I  believe  to  64^  cents  on  refined  oil  to  equalize  eastern  shipments  by  rail 
with  shipments  by  Erie  Canal.*  But  these  rebates  were  paid  to  all  who  shipped  by 
rail.  They  were  not  discriminatory  rates.  I  am  not  now  sure  whether  any  other 
Tosd  than  the  Pennsylvania  collected  the  full  amoimt  and  paid  these  rebates.  The 
Erie  and  New  York  Central  made  the  same  reductions  in  rates  to  meet  canal  ship- 
ments, but  my  impression  is  that  the  Erie  at  least  did  not  collect  the  higher  rate  from 
shippers  and  rebate  it  as  did  the  Pennsylvania. 

5.  Q.  About  what  percentage  of  the  profits  of  the  Standard  Oil  Company  came 
from  special  advantages  given  by  the  railroads  when  these  were  greatest? — A.  No 
percentage  of  the  profits  of  the  Standard  Oil  Company  came  from  advantages  given 
by  railrcwds  at  any  time.  Whatever  advantage  it  received  in  its  constant  efforts  to 
reduce  rates  of  freight  was  deducted  from  the  price  of  oil.  The  advantages  to  the 
Standard  from  low  freight  rates  consisted  solely  in  the  increased  volume  of  its  bus- 
iness arising  from  the  low  price  of  its  products, 

6.  Q.  Did  the  Standard  Oil  Company  or  any  of  its  affiliated  companies  ever  receive, 
under  any  name  whatever,  any  income  from  any  railroad  for  oil  shipped  over  those 
roads  by  any  of  its  competitors?  If  so,  give  particulars. — A.  I  know  of  no  such 
instance.  It  seems  that  some  arrangement  of  that  nature  was  entered  into  by  one  of 
our  agents  in  Ohio^  being  the  same  case  which  has  been  testified  to  by  George  Rice.' 
When  notice  of  this  agreement  was  brought  to  the  officers  of  the  company  for  which 
it  was  made  it  was  promptly  repudiated,  and  the  money  received,  some  small  amount, 
I  think  under  |300,  was  refunded.  And  this  was  done  not  because  of  any  action  in 
court  or  judicial  opinion,  but  promptly  as  soon  as  reported,  and  before  we  had  any 
knowledge  of  judicial  proceeding. 

7.  Q.  Has  the  Standard  Oil  Company  received  i^py  financial  favors  from  any  rail- 
road since  1887? — A.  To  my  knowledge,  none  whatever. 

1 8ee  Mr.  Lock  wood,  pp.  386,  387.  >  See  Mr.  Rice.  pp.  706-709;  Mr.  Archbold,  p.  566-599. 
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8.  Q.  Has  the  ownership  of  stock  in  railroad  companiefl  by  oflWvry  <if  the  Standani 
Oil  Company  {^ven  the  Standard  advantages  with  those  railroads  over  its  compet- 
itoreff  n  so,  gjve  particulars. — A.  It  has  not.  Stockholders  and  officers  of  the 
Standard  have  invested  in  stock  of  railway  companies.  But  in  no  instance  have  they 
done  so  for  the  puipose  of  influencing  the  policy  of  the  railway  companies,  nor  to  the 
best  of  my  knowledge  and  belief  has  any  attempt  ever  been  nuule  through  such  own« 
ership  to  influence  any  railway  in  favor  of  the  Standard. 

9.  Q.  To  what  advantages,  or  favors,  or  methods  of  management  do  you  ascribe 
chiefly  the  success  of  the  Standard  Oil  Company? — A.  I  ascribe  the  success  of  the 
Standard  to  its  consistent  policy  to  make  the  volume  of  its  business  larse  through 
the  merits  and  cheapness  of  its  products.  Alt  has  spared  no  expense  in  finding,  secur- 
ing, and  utilizing  the  best  and  cheapest  methods  of  manufacture.  JtJt  has  sought  for 
the  best  superintendents  and  workmen  and  paid  the  best  wages.  •  It  has  not  hesi- 
tated to  sacrifice  old  machinery  and  old  plants  for  new  and  berter  one8.l^It  has 
placed  its^anufactories  at  the  points  where  they  could  supply  markets  at  the  least 
expense. ^It  has  not  only  sought  markets  for  its  principal  products,  but  for  all  pos- 
sible by-woducts,  sparing  no  expense  in  introducing  them  to  the  publicft  It  has  not 
hesitated  to  invest  millions  of  dollars  in  methods  for  cheapening  the  ga^ering  and 
distribution  of  oils  b)^  pipe  lines,  special  cars,  tank  steamers,  and  tank  wagons.  ^  It 
has  erected  tank  stations  at  e^erv  important  railroad  station  to  cheapen  the  storage 
and  delivery  of  its  productswj  It  nas  spared  no  expense  in  forcing  its  products  into 
the  markets  of  the  world  axnbng  people  civilized  and  uncivilizediV  It  nas  had  faith 
in  American  oil,  and  has  brougnt  together  millions  of  mone^  for  the  purpose  of 
making  it  what  it  is,  and  holding  its  markets  against  the  competition  of  Russia  and  all 
the  many  countries  which  are  producers  of  oil  and  competitors  against  American  oil. 

10.  Q.  What  are,  in  your  judgment,  the  chief  advantaji^  from  industrisJ  combi- 
nations—  (a)  financially  to  stocknolders;  (6)  to  the  public? — A.  All  the  advantages 
which  can  be  derived  from  a  cooperation  of  persons  and  amegation  of  capital. 

Il^uch  that  one  man  can  not  do  alone  two  can  ao  toother,  ana  once  admit  the  fact 
that  cooperation,  or,  what  is  the  same  thing,  combination,  is  necessary  on  a  small 
scale,  the  limit  depends  solely  upon  the  necessities  of  btisiness.  Two  persons  in 
partnership  may  be  a  sufficiently  large  combination  for  a  small  business,  out  if  the 
business  grows  or  can  be  made  to  grow,  more  persons  and  more  capital  must  be  taken 
in.  The  Dusiness  may  grow  so  large  tnat  a  partnership  ceases  to  oe  a  proper  instru- 
mentality for  its  purposes,  and  then  a  corporation  becomes  a  nec^essity.  In  most 
countries,  as  in  En^laind,  this  form  of  industrial  combination  is  sufficient  for  a  busi- 
ness coextensive  with  the  parent  country,  but  it  is  not  so  in  this  coimtry.  Our  Fed- 
eral form  of  government,  making  everv  corporation  created -by  a  State  foreign  to 
every  other  State,  renders  it  necessary  for  persons  doing  business  through  corporate 
agencv  to  organize  corporations  in  some  or  many  of  the  different  States  in  w^hich 
their  business  is  located.  Instead  of  doing  business  through  the  agency  of  one  cor- 
poration they  must  do  business  through  the  agencies  of  several  corporations.  If  the 
Dusiness  is  extended  to  forei^  countries,  and  Americans  are  not  to-day  satisfied 
with  home  markets  alone,  it  will  be  found  helpful  and  possibly  necessary  to  organize 
corporations  in  such  countries,  for  Europeans  are  prejudiced  against  foreign  corpora- 
tions as  are  the  people  of  many  of  our  States.  These  different  corporations  thus 
become  cooperating  agencies  in  the  same  business  and  are  held  together  by  common 
ownership  of  their  stocks. 

It  is  too  late  to  argue  about  advantages  of  industrial  combinations.  They  are  a 
necessity.  And  if  Americans  are  to  have  the  privily  of  extending  their  business  in 
all  the  States  of  the  Union,  and  into  foreign  coimtries  as  well,  they  are  a  necessity 
on  a  large  scale,  and  require  the  agency  of  more  than  one  corporation.  Their  chi^ 
advantages  are: 

!1)  Command  of  necessary  capital. 
2)  Extension  of  limits  of^  business. 
3)  Increase  of  number  of  persons  interested  in  the  business. 
4)  Economy  in  the  business. 
5)  Improvements  and  economies  which  are  derived  from  knowledge  of  many 
interested  persons  of  wide  experience. 

(6)  Power  to  give  the  public  improved  products  at  less  prices  and  still  make  a 
profit  for  stockholders. 

(7)  Permanent  work  and  good  wages  for  laborers. 

I  speak  from  my  experience  in  the  business  with  which  I  have  been  intimately 
connected  for  about  40  years.  Our  first  combination  was  a  partnership  and  aftei^ 
wards  a  corporation  in  Ohio.  That  was  sufficient  for  a  local  refining  business.  But 
dependent  solely  upon  local  business  we  should  have  failed  years  ago.  We  were 
forced  to  extend  our  markets  and  to  seek  for  export  trade.    This  latter  made  the 


STANDARD   OIL   COMBINATIONS: ^ROCKEFELLER.  797 

seaboard  cities  a  necessary  place  of  business,  and  we  soon  discovered  that  manufac- 
turing for  export  could  be  more  economically  carried  on  at  the  seaboard,  hence 
refineries  at  Brooklyn,  at  Bayonne,  at  Philadelphia,  and  necessary  corporations  in 
New  York,  New  Jersey,  and  f  ennsylvania. 

We  soon  discovered  as  the  business  grew  that  the  primary  method  of  transporting 
oil  in  barrels  could  not  last.  The  package  often  cost  more  than  the  contents,  ana 
the  forests  of  the  country  were  not  sufficient  to  supply  the  necessary  material  for 
an  extended  length  of  time.  Hence  we  devoted  attention  to  other  methods  of  trans- 
portation, adopted  the  pipe-line  system,  and  found  capital  for  pipe-line  construction 
equal  to  the  necessities  of  the  business. 

To  operate  pipe  lines  required  franchises  from  the  States  in  which  they  were 
located,  and  consequently  corporations  in  those  States,  just  as  railroads  running 
through  different  States,  are  forced  to  operate  under  separate  State  charters.  To  per- 
fect the  pipe-line  system  of  transportation  required  in  the  neighborhood  of  fifty  mil- 
lions of  capital.  This  could  not  be  obtained  or  maintained  without  industrial 
combination.  The  entire  oil  business  is  dependent  upon  this  pipe-line  system. 
Without  it  every  well  w^ould  shut  down  and  every  foreign  market  would  be  closed 
to  us. 

The  pipe-line  system  required  other  improvements,  such  as  tank  cars  upon  rail- 
ways, and  finally  the  tank  steamer.  Capital  had  to  be  furnished  for  them  and  cor- 
porations created  to  own  and  operate  them. 

Everv  step  taken  was  necessary  in  the  business  if  it  was  to  be  properly  developed, 
and  only  through  such  successive  steps  and  by  such  an  indusmal  combination  is 
America  to-day  enabled  to  utilize  the  bounty  which  its  land  pours  forth,  and  to  fur- 
nish the  world  with  the  best  and  cheapest  light  ever  known,  receiving  in  return 
therefor  from  foreign  lands  nearly  150,000,000  per  year,  most  of  which  is  distributed 
in  payment  of  American  labor. 

I  have  given  a  picture  rathei*  than  a  detail  of  the  growth  of  one  industrial  combi- 
nation, it  is  a  pioneer,  and  its  work  has  been  of  incalculable  value.  There  are 
other  American  producte  besides  oil  for  which  the  markets  of  the  world  can  be 
opened,  and  legislators  will  be  blind  to  our  best  industrial  interests  if  they  unduly 
hinder  by  legislation  the  combination  of  persons  and  capital  requisite  for  the  attain- 
ment of  BO  desirable  an  end. 

11.  Q.  What  are  the  chief  disadvantages  or  dangers  to  the  public  arising  from 
them? — A.  The  dangers  are  that  the  power  conferred  by  combination  may  be 
abused;  that  combinations  may  be  formed  for  speculation  in  stocks  rather  than  for 
conducting  business,  and  that  for  this  purpose  prices  may  be  temporarily  raised 
instead  of  Deing  lowered.  These  abuses  are  possible  to  a  greater  or  less  extent  in  all 
combinations,  lai^  or  small,  but  this  fact  is  no  more  of  an  argument  against  combi- 
nations than  the  met  that  steam  may  explode  is  an  argument  against  steam.  Steam 
is  necessary  and  can  be  made  comparatively  safe.  Combination  is  necessarjr  and  its 
abuses  can  be  minimized;  otherwise  our  legislators  must  acknowledge  their  incapac- 
ity to  deal  with  the  most  important  instrument  of  industry.  Hitherto  most  lepsla- 
tive  attempts  have  been  an  effort  not  to  control  but  to  destroy;  hence  their  futility. 

12.  Q.  What  legislation,  if  any,  would  you  suggest  regarding  industrial  combina- 
tions?— A.  First.  Federal  legislation  under  which  corporations  may  be  created  and 
regulated,  if  that  be  possible.  Second.  In  lieu  thereof.  State  legislation  as  nearly 
uniform  as  possible  encouraging  combinations  of  persons  and  capital  for  the  purpose 
of  carrying  on  industries,  but  permitting  State  supervision,  not  of  a  character  to  ham- 
per inaustries,  but  sufficient  to  prevent  frauds  upon  the  public. 

John  D.  Rockefblleb. 
State  of  New  York,  CoutUy  of  New  Yorkj  ss: 

I  swear  that  these  statements  made  by  me  of  my  own  knowledge  are  true,  and  that 
all  other  statements  I  believe  to  be  true. 

John  D.  Bockefeller. 

Sworn  and  subscribed  to  before  me  this  30th  day  of  December,  1899. 

S.  Marshall  Busselle, 
Notary  PuMiCj  No.  190 
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IHFOBMATIOV  FUBHISHSB  BT  MB.  S.  C.  T.  DODB. 

S.  C.  T.  Dodci,  solicitor  of  the  Standard  Oil  Company,  fumighes  the  foUowing 
additional  factH  in  reply  to  schedule  of  qaestions: 

Q.  What  patents,  machines,  or  processes  of  any  kind  formerly  used  exclnsively  by 
one  plant  are  now  used  by  all  adapted  to  use  them? — A.  The  following  is  no  doubt 
an  incomplete,  but  as  full  as  we  can  now  supply,  list  of  patents,  by  patent  numbers, 
belonging  to  the  various  companies  in  1882,  the  use  of  which  was  open  to  all.  The 
subject  of  the  patent  is  given  when  known:  9406,  104747,  145898,  146946,  seaming 
machine;  146947,  seaming  machine;  148748,  machine  for  stamping  and  bending  sheet 
metal;  149516,  sheet  metal  seaming  machine;  150352,  soldering-iron  heater;  150606, 
apparatus  for  the  distribution  of  liquid  fuel;  150607,  can-«eaming  machine;  150887, 
machine  for  uniting  tinned  plates  by  heat  and  pressure;  151155,  apparatus  for  uniting 
tinned  plates;  151619,  apparatus  for  heating  soldering  irons;  152862;  154077;  154877; 
155320;  158117;  158119;  165362,  soldering  apparatus;  167356,  apparatus  for  facilita- 
ting the  filling,  etc.,  of  cans;  169372,  liquid-fuel  burners;  171164,  oil-can  nozzles; 
177553,  apparatus  for  facilitating  the  conversance  and  delivery  of  boxes;  179135,  box- 
nailing  ma(*hines;  182470,  apparatus  for  facilitating  the  examination  and  packing  of 
cans;  185777,  machines  for  nailing  boxes;  191172,  sheet  metal  can  machines;  192278, 
fee<ling  mechanisms  for  nailing  machines;  194168;  203073;  224843;  227823;  227824; 
227825;  227826;  227829;  228553;  228554;  230962;  334423;  2348a3;  234424;  236499; 
239981;  240176;  240331;  240332;  240333;  240923;  240936j  240937;  239618;  3365,  design 
for  can;  7609;  23735,  seaming  machine;  23736,  corrugatmg  sheet  inetaJ;  24472,  pow- 
der ke)^;  38974,  sheet-metal  can;  39616,  soldering  cans;  40661,  sheet-metal  can; 
42355,  tm  cans;  43326,  cans  for  paint  and  fruit;  43371  ,.sheet-metal  cans;  43079,  mold- 
ing sheet  metal;  81692,  sheet-metal  can;  82481,  bending  tops  and  bottoms;  82766, 
sheet-metal  cans;  86571,  sheet-metal  cans;  87692.  seaming  machine;  87704,  soldering 
machine;  88410,  soldering  machine;  89431,  soldering  machine;  91248,  machine  for 
metal  cans;  192446,  sheet-metal  cans;  87485,  improvement  in  the  manufacture  of 
lubricating  oils  from  petroleum;  87658,  improved  process  of  preparing  petroleum  to 
be  used  in  lubricating  wool;  68974,  improvement  m  stills  for  renning  and  distilling 
oils;  85810;  86535;  137157;  5570;  6871;  7095,  improvement  in  burning  heavy  hydro- 
carl)on  oils;  7996,  improvement  in  manufacturing  of  hydro-carbon  oils;  7155;  8373; 
8374;  43157;  50935;  66594;  79661;  113795;  124917;  148075,  piston  balance-valve  for 
steam  engines;  163710,  helicat-cone  suction  fans;  181814,  apparatus  for  purifying 
paraffin;  182169,  apparatus  for  the  separation  of  petroleum  products;  183909,  bal- 
anced slide  valves;  191279,  steam  valves;  191430,  metallic  cartndges.;  200310;  211761; 
212562;  217063;  229962;  223549;  229297;  255861,  method  and  apparatus  for  gluing 
barrels;  237130,  horizontal  hoop-driving  machine;  219228,  improvement  in  barrel- 
trussing  machines;  4920;  5053;  5652;  7321;  7322;  9017;  37798;  42671;  44258;  47082; 
50780;  58021;  6^26;  77959,  license  under  Cheesebrough  patent;  99500,  174506,  process 
for  determining  the  grade  of  lubricating  oils;  212914;  2960;  4366;  4367;  4375;  32568; 
53539;  120539. 

Q.  What  by-pro<lucts,  if  any,  are  available  to  your  organization  which  could  not 
profitably  be  made  by  separate  plants? — A.  All  products  are  made  by  separate  plants, 
but  most  of  them  were  at  one  time  protected  by  patents,  the  use  of  which  became 
available  to  all  plants. 

Q.  Has  there  been  under  the  organization  any  specialization  of  the  plants,  further 
than  at  time  of  the  organization,  giving  to  each  the  work  for  which  it  is  best  adapted? 
Give  details,  if  any. — A.  Some  of  the  corporations  whose  stocks  were  taken  into  the 
original  trust  were  abandoned  because  of  location  or  ill  adaptation  for  the  desired 
work.  Others  were  oi^^anized  at  more  convenient  locations  ana  witii  superior  plants. 
Those  manufacturing  oil  for  export  are  located  at  tide  water,  while  those  for  domestic 
trade  are  located  at  central  shipping  points  in  the  interior. 

Q.  Have  any  plants  or  offices  of  the  organization  been  closed,  shut  down,  soa- 
pended,  dismantknl,  or  sold  out?  If  so,  give  list,  with  disposition  made  of  each.— A. 
No  plants  or  offices  of  the  organization  have  been  closed  or  sold  out  But  in  the 
eighteen  years  all  plants  of  companies  have  been  made  new  and  more  effective,  and 
plants  have  been  abandoned  at  one  place  because  of  more  effective  plants  erected  in 
a  more  suitable  place.  I  am  unable  to  give  the  particulars  of  the  changes  for  eight- 
eon  years;  suffice  it  to  say  that  almost  nothing  now  remains  of  plants  of  eighteen 
years  ago. 

Q.  Are  your  prices,  in  fact,  the  same  throughout  the  United  States,  allowing  for 
cost  of  transportation? — A.  Yes. 
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Q.  Are  they,  in  fact^  the  same  in  the  United  States  as  in  foreign  countries,  allowing 
for  cost  of  transportation? — A.  Somewhat  lower  in  United  iStates.  / 

Q.  Have  your  agents  ever  authority  to  make,  or  have  they  ever  in  fac;t  made,  lower 
prices  or  rebates  in  special  sections  of  the  country? — A.  No  authority, 

Q.  Have  they  done  so  for  the  purpose  of  meeting  competition  or  otherwise?— A. 
No  doubt  prices  have  been  cut  to  meet  lower  prices  made  by  competitors. 

Q.  What  dividends  have  you  declared?  Give  complete  list,  with  dates. — A.  Divi- 
dends were  paid  quarterly  and  have  aggregated  per  annum  as  follows: 


Per  cent. 

1882 5.25 

1883 6 


i 


Per  cent. 

1891 L 12 

1892 V 12.21 


1884 6  1893 12 


1885 10.50 

1886 10 

1887 10 

1888 11.50 

1889 12 

1890 1 12 


1894 , 12 

1895 17 

1896 31 

1897 33 

1898 30 


Q.  Give  list  of  stock  dividends,  with  dates. — A.  May,  1887,  20  per  cent. 

Q.  What  was  the  total  amount  of  net  profit,  or  loss,  during  your  last  business 
year? — A.  Profit,  30  per  cent. 

Q.  What  distinctions,  if  any,  are  made  in  the  distribution  of  profits  between  the 
former  owners  of  closed  or  dismantled  plants  and  others?— A.  None. 

Q.  What  sums  have  been  added  in  emaigement  or  improvement  of  plant?  Specify 
the  use.  Give*particulars,  with  dates. — A.  In  1882  the  property  of  the  various  com- 
panies was  estimated  to  aggregate  $75,000,000,  for  which  amount  trust  certificates 
were  issued.  In  1892  they  were  estimated  to  aggregate  $121,631,312.  This  increase 
was  partly  from  profits,  partly  from  additional  capital  invested.  Possibly  50  per  cent 
of  the  addition  was  profit.  No  estimate  has  since  been  made,  but  the  adaition  of 
profits  to  capital  was  in  about  the  same  proportion  until  1896,  since  which  time  profits 
nave  been  oivided.  The  improvements  are  in  the  way  of  greater  efficiency  in  method 
and  in  facilities  for  enlarged  output. 

Q.  What  has  been  allowed  forannual  depreciation? — A.  An  average  of  5. 77  per  cent. 

Q.  What  disposition  has  been  made  of  pltots  closed  or  dismantled  sincre  the  forma- 
tion of  the  organization?  List,  with  particulars  for  each. — A.  All  that  was  useful  of 
closed  or  dismantled  plants  was  used  in  construction  of  new  plants;  all  else  was  sold 
as  junk.  No  data  are  within  my  knowledge  or  control  from  which  particulars  can  be 
given. 

Q.  Give  any  further  particulars  which  show  the  work  of  the  organization  and  its 
effects. — A.  About  the  year  1872  the  condition  of  the  refined -oil  business  was  disas- 
trous, and  failures  were  of  constant  occurrence.  Leading  refiners  began  to  combine 
for  the  purpose  of  making  the  business  successful.  The  combination  was  by  means 
of  purchase  of  stocks  and  interests  of  various  companies,  and,  until  1882,  the  combina- 
tion was  solely  bv  stock  ownership  in  the  hands  of  a  limited  number  of  individuals, 
who  controlled  the  corporations  as  agencies  in  a  common  business.  In  1882  these 
owners,  whose  names  appear  in  Exhibit  A,*  efttered  into  the  trust  agreement.  The 
companies  whose  stock  tney  owned,  in  whole  or  in  part,  appear  in  the  same  agreement. 
Thev  were  not  then  competing  companies.  The  individuals  named  as  trustees  con- 
trolled them  by  virtue  of  absolute  ownership  of  a  majority  of  their  stocks.  When 
the  trust  was  dissolved,  in  1892,  the  same  fact  existed.  The  individuals  then  trustees 
continued  to  control  the  companies  by  virtue  of  absolute  ownership  of  a  majority  of 
their  stocks.  Consequently  the  corporations  named  have  been,  many  of  them  since 
1872,  separate  agencies  carrying  on  business  as  a  unit  for  the  individuals  who  are  their 
common  stockholders.  Wliat  they  have  accomplished  in  that  time  may  be  thus 
briefly  summarized: 

1.  They  have  cheapened  transportation,  both  local  and  to  the  seaboard,  by  perfecting 


wharves,  docks,  and  warehouses  for  foreign  shipments;  by  purchasing  and  building 

1  Agreement,  p.  — . 

«See  Mr.  Lee,  pp.  280.  284;    Mr.  Rogera,  pp.  681,  588,  589;  Mr.  Monnett,  pp.  299,  822;  Mr.  PhillipK,  p. 
894:  Mr.  Emery,  pp.  666, 667. 
•SeeMr.  Boyle,  p.  412. 
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ocean  steamers  for  carrying  oil  in  bulk,  and  by  emplovin^  in  foreign  countries  the 
same  special  methods  for  storing  and  transporting  oils  m  balk,  by  which  means 
alone  the  markets  of  Europe  are  to-day  held  for  American  oil  against  Ruasian  com- 
petition. 

2.  By  uniting  the  capital,  skill,  aad  acts,  and  the  various  processes  and  patents  of 
a  nomoer  of  persons,  as  well  as  tneir  secret  processes,  and  by  building  up  manufac- 
tories on  a  more  extensive  and  perfect  scale,  with  improved  machinery  and  appliances, 
and  bv  locating  them  in  the  centers  of  the  trade  uiey  were  intended  to  reach,  the 
manuracture  ofoil  has  been  much  cheapened  and  improved. 

By  spendinff  large  sums  in  the  investigation  of  metnods  of  utilizing  Ohio  and  Indi- 
ana oim,^  and  by  purchase  of  various  patents,  they  have  succeeded  in  making  a 
superior  article  of  illuminating  oil  out  of  what  for  some  years  seemed  an  almost 
worthless  product. 

3.  By  uniting  with  the  business  of  transporting  and  refining  bustnesses  necessarily 
collateral  thereto,  to  wit,  the  manufacture  of  barrels,  tin  cans,  boxes  for  inclosing 
cans,  paints,  glue,  sulphuric  acid,  etc.,  and  by  union  of  capital  and  skill,  obtaining 
the  best  machinery  and  manufacturing  on  a  laige  scale,  they  have  cheapened  these 
products. 

4.  They  have  obtained  and  utilized  the  best  scientffic  skill  in  investigating  and 
experimenting  upon  the  obtaining  of  new^  and  useful  products  from  petroleum,  and 
have  cheapened  illuminating  oil  and  otherwise  benefited  mankind  by  the  utilization 
of  these  by-products. 

5.  They  have  used  their  united  capital  in  opening  up  the  markets  of  the  world  for 
American  petroleum,  and  have  held  those  markets  against  the  fiercest  foreign  com- 
petition. This  was  rendered  possible  only  by  the  employment  of  millions  of  capital, 
m  the  cheapening  of  transportation  at  home,  across  the  ocean,  and  in  foreign  lands, 
and  by  the  Deet  and  cheapest  methods  of  manufacture. 

The  proofs  of  these  propositions  will  be  found  in  the  statistics  of  petroleum,  show- 
ing its  production,  prices  of  crude  and  refined,  consumption  at  home,  and  amount 
exported  to  foreign  markets.  While  the  Standard  does  not  produce,  refine,  and 
market  all  the  oil,  it  has  been  the  leader  in  the  business,  and  competitors  have  i<uc- 
oeeded  by  uniting  their  capital,  skill,  and  acts  and  following  the  same  methods. 

It  may  be  ask^  whether  all  this  could  have  been  accomplished  without  combi- 
nation. It  could  if  one  man  could  have  commanded  the  necessary  capital  and 
emploved  the  proper  means  and  persons.  But  that  was  manifestly  impossible.  It 
could  nave  been  accomplished  by  one  corporation  instead  of  many,  but  no  charter 
could  be  obtained  authorizing  a  corporation  at  once  to  produce,  manu&cture,  trans- 
port by  pipe  line,  car,  and  steamer,  and  deal  in  oils,  and  also  to  manufacture  packages, 
acids,  etc.  The  theory  of  the  combination  was  that  a  corporation  created  by  and 
laigely  doins  business  in  a  State  should  take  its  charter  from  that  State.  Until 
charters  can  oe  granted  by  the  Federal  Grovemment  the  agency  of  different  corpora- 
tions will  be  required  in  anv  business  like  that  of  American  petroleum,  which  seeks 
all  the  markets  of  the  worla. 

S.  C.  T.  DoDD. 

Sbptbmbbr  18,  1899. 


iSee  Mr.  Archbold,  p.  532;  Mr.  Emery,  p.  624;  Mr.  Gall,  pp.  672,  681. 


THE  SUGAR  COMBINATIONS  (REStTMED). 

Boston,  Mass.,  July  IS,  1899, 

TE8TIM0HY  OF  EDWIV  F.  ATKHTS. 

At  a  meeting  of  the  subcommipsion  on  mannfactnres  and  general  business,  held 
in  Boston,  Mass.,  Jnly  18, 1899,  Chairman  Smyth  presiding,  Mr.  Edwin  F.  Atkins 
appeared  at  10.45  a.  m.,  and  being  sworn,  testified  concerning  the  sugar  industry. 
(By  Mr.  Sh tth.  )  What  is  your  address?— A.  Thirty-five  Broad  street,  Boston. 
And  your  business?— A.  Manufacturer  and  importer  of  su^[ar. 
(By  Mr.  Fasquhar.)  How  long  have  you  been  in  the  busmess?— A.  I  have 
been  in  business  since  1867— in  general  business — ^and  always  more  or  less  con- 
nected with  sugar.  When  we  were  refining  sugars  we  imported  from  all  over  the 
world. 

Q.  Have  yon  a  refinery  now?— A.  No;  we  put  our  refinery  in  the  American 
Sugar  Companjr  at  the  time  the  combination  was  formed,  and  since  that  time  I 
have  had  no  active  interest  in  the  management  of  any  refinery. 

Q.  (By  Mr.  Smyth.)  If  you  have  any  preliminary  statement  that  you  would 
like  to  make  to  the  commission 

RESULTS  OF  THE  WAB  WITH  SPAIN. 

A.  The  developments  from  the  Spanish- American  war,  and  the  peace  that  fol- 
lowed it,  have  been  such  as  to  endrely  upset  the  foreign  sugar  business  in  the  way 
of  imports.  Since  the  duties  bore  equally  on  foreign  sugars  imported  into  the 
United  States  from  all  parts  of  the  world,  except  the  Sandwich  Islands,  the  tariff 
made  little  difference  in  the  foreign  selling  price.  After  this  war  started  the  first 
thing  done  was  to  annex  the  island  of  Hawaii.  While  the  Sandwich  Islands  sugars 
had  come  in  free  of  duty  for  many  years  past  there  had  not  been  a  very  rapid 
increase,  through  the  fear  in  those  islands  that  the  treaty  might  be  canceled.  Since 
the  annexation  of  the  islands  they  have  begun  to  use  every  effort  to  develop  every 
acre  of  land  that  can  possibly  be  brought  into  the  cultivation  of  sugar,  and  the 
consequence  is  that  I  look  for  further  material  development  of  the  sugar  industry 
in  the  Sandwich  Islands.  The  second  effect  of  the  war  was  that  on  Porto  Bico. 
Undoubtedly  Porto  Rico  will  be  annexed  to  the  United  States,  (probably  by  the 
coming  dJongress,  and  the  sugars  from  Porto  Rico  will  be  admitted  into  the  United 
States  free  of  duty. 

Q.  (By  Mr.  Farquhar.)  Do  you  mean  by  *' annexation"  a  Territorial  condition 
or  a  colonial  condition?— A.  I  do  not  believe  that  it  can  be  anvthing  except  a  Terri- 
torial condition.  I  do  not  believe  that  we  can  find  any  way  of  carrying  on  colonies. 
I  think  that  island  as  wefl  as  the  Sandwich  Islands  must  come  in  as  Territories  for 
a  period  of  years,  the  same  as  our  Western  Territories. 

THE  PRESENT  TARIFF  ON  SUGAR*. 

Now,  the  present  tariff  assesses  a  duty  upon  raw  sugar,  96  test,  of  $1.68^  a  hun- 
dred pounds— 1.68  cents  a  pound.  That  bill  was  framed  largely  in  the  interest  of 
the  people  in  the  United  States  who  wanted  to  raise  beet  sugar.  It  went  through 
Congress  because  it  was  at  the  same  time  an  easy  way  to  collect  revenue,  and  the 
country  was  at  that  time  in  need  of  revenue,  so  tiiey  put  on  this  high  rate  of  duty. 
The  rate  as  assessed  under  the  Dingle v  law  was,  then,  about  equivalent  to  85  per 
cent  ad  valorem  on  foreign  sugars.  That  was  the  protection  which  the  beet-sugar 
manufacturer  expected  to  get,  and  one-eighth  cent  per  pound  on  refined  sugars, 
as  the  beet-sugar  factories  were  making,  practically,  granulated  sugar. 

I  have  some  tables  here,  prepared  2  weeks  ago,  before  I  had  any  idea  of  coming 
before  this  commission,  giving  the  value  of  sugar  abroad,  on  a  basis  of  4i  cents, 
duty  paid,  in  New  York  on  the  1st  of  July.  Though  they  were  made  up  quite 
recently,  the  market  has  since  changed;  but  the  proportions  hold  the  same.  I 
have  taken  Germany,  Cuba,  Java,  English  colonies,  Porto  Bico,  and  Hawaii.  Of 
course  there  are  many  other  sources  of  supply,  but  these  are  the  largest. 

The  United  States  has  framed  treaties  with  the  British  colonies,  Barbados, 
Trinidad,  British  Guiana,  and  Jamaica,  subject  to  ratification  by  the  United  States 
Senate,  under  the  power,  conferred  upon  the  President  in  the  Dingley  bill,  of 
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making  treaties  with  foreign  coantries  and  rebatinjg  duties  in  the  United  States  to 
an  extent  not  exceeding  20  per  cent,  we  reoeiving  reciprocal  advantages.  The  power 
of  the  President  in  that  matter,  under  the  Dingley  Act,  expires  on  the  24th  of 
July,  current  month.  I  have  made  due  allowance  for  the  difference  of  freight 
rates  between  places  where  business  becomes  coastwise  and  those  countries  from 
which  sugars  can  be  brought  under  flags  of  all  nations.  Our  business  with  the 
Sandwich  Islands  has  become  coastwise,  and  although  Porto  Rico  is  not  annexed 
and  our  duties  are  enforced  against  its  products,  the  President  and  the  War 
Department  declared  the  business  of  Porto  Rico  coastwise. 

I  take  first  the  duties  under  the  tariff.  In  the  case  of  Germany  they  are  $1,685 
per  100  pounds  plus  the  countervailing  duty  of  25.9  cents;  Cuba,  $1,685,  without 
any  countervailmg  duty;  Java,  $1,685,  without  countervailing  duty;  English  colo- 
nies, after  ratification  of  the  treaties,  $1,348,  no  countervaling  duty;  Porto  Rico, 
no  duty  at  all ;  Hawaii,  no  duty  at  all.  Now,  the  freights  from  Oermany  are  about 
8  cents  a  hundred;  from  Cuba,  10  cents;  from  Java,  30  cents;  from  the  English 
colonies,  10  cents;  from  Porto  Rico,  18  cents;  from  Hawaii,  27  cents.  Then  I  have 
figured  the  insurance  from  these  various  countries— the  marine  insurance— laid 
down  ia  New  York.  In  the  case  of  Germany,  I  have  deducted  from  the  charge  the 
bounty  paid  by  Germany,  which  is  25.9  cents  per  100  pounds.  That  leaves  the 
free-on-Doard  value  on  the  basis  of  96  test.  Of  course  the  sugars  coming  in  from 
various  countries  are  of  various  grades  and  values,  but  allhold  to  the  relative  value 
of  96  test. 

Q.  (By  Mr.  Smtth.)  It  is  the  standard?— A.  Tes;  and  the  markets  rise  and  fall 
from  that  basis. 
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FOREIGN  VALUES  OF  SUGAR  CORRESPONDING  WITH  4^  CENTS  IN  NEW  YORK. 

The  estimated  price,  free-on-board  values,  United  States  currency,  on  a  basis  of 
96  test,  in  the  various  countries  which  are  our  principal  sources  of  supply,  calcu- 
lated from  the  New  York  value,  July  1, 1899,  of  4|  cents  for  96  centrifugal  sugar, 
would  be  as  follows:  In  (Germany,  $2.71  per  hundrod;  in  Cuba,  $2.69;  Java,  $2.46; 
English  colonies,  $8.02;  Porto  Rico,  $4.28;  Hawaii,  $4.14. 

The  refiner  in  Kew  York  or  Boston  is  baying  from  all  these  countries.  He  bids 
in  Cuba  at  $2.69,  or  Porto  Rico  at  $4.28,  or  Hawaii,  $4.14— or  the  same  price  laid 
down  here  in  New  York  or  Boston  duty  x>aid. 


Table  t, -^Estimated  free  on  board  values,  United  States  currency ,  on  the  basis  of 
96°  test,  in  the  various  countries  constituting  our  principal  sources  of  sm    ' 
calculated  from  the  New  York  value,  July  1, 1899,  of  4\  cents  for  96°  centrtj 
sugar. 


Charges. 


Duties: 

Tariff 

Connteryaillng 

Estimated  freights 

Insoranoe  on  f .  o.  b.  value 

Leas  bounty 

F.o.b.  value 

Foreign  yalue  above 


Ger- 
many. 


Cents. 

1.665 

.269 

.080 

.QE» 


2.044 
.260 


1.785 
2.715 


4.60 


2.71 


Cuba. 


CenU. 
1.665 

None. 
.100 
.025 


2.600 


4.50 


2.60 


Jaya. 


Cents. 
1.686 

None. 
.300 
.060 


2.466 


4.50 


2.46 


Eng^ 
lish 
colo- 
nies. 


Cents, 

1.848 

None. 

.100 

028 


a.0E94 


4.50 


8.02 


Porto 
Bioa 


Cents. 

None. 

None. 
.180 
.082 


4.288 


4.60 


4.28 


Ha- 
wait 


Cents, 
None. 
None. 
.S!D 
.090 


4.140 


4.50 


4.14 


CUBA  CAN  NOT  COMPETE  UNDER  OUR  PRESENT  TARIFF  ARRANGEMENTS. 


The  conseqnence  is  that  if  Cnba  is  made  an  independent  nation  Gnba  is  com- 
mercially ruined  by  onr  tariff.  It  is  impossible  for  that  island  to  compete  nnder 
the  conditions  of  our  present  tariff;  no  dnty  on  sagar  from  some  conntries,  a 
reduced  duty  on  sugar  from  other  countries,  and  no  duty  on  sugar  produoed  in  tiie 
United  States. 
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CONSUMPTION  IN  THE  UNITED  STATES  AND  SOURCES  OP  SUPPLY. 

As  to  consnmption  and  supply  in  1898  we  have  the  following  cnriorui  results: 
The  consnmption  of  the  United  States  was  2,047,000  tons.  Now  the  sources  of 
supply:  Of  domestic  cane  we  produced  in  Louisiana  and  Texas  during  that  year 
235,000  tons,  and  of  domestic  beet  sugars  83,000  tons;  that  is,  268,000  tons  of  domes- 
tic sugar,  of  course  protected  to  the  extent  of  the  existing  tariff.  We  received 
free  from  Hawaii  and  Porto  Bico  during  the  same  year  295,000.  The  crops  of 
Trinidad,  Barbados,  Jamaica,  and  British  Guiana,  which  will  have  special  advan- 
tages, I  suppose,  of  20  per  cent  under  the  new  treaties,  produced  227,000  tons  in 
the  same  year.  Of  the  remaining  sources  of  supply  we  have  Cuba,  which  pro- 
duced 300,000  tons;  Java,  695,000  tons;  the  Philippines  export  60,000  tons  (though  the 
trade  was  upset  by  the  war) ;  Egypt,  90,000  tons;  Santo  Domingo  and  other  West 
Indies,  70,000  tons;  Brazil,  165,000  tons;  all  this  is  subject  to  the  full  rate  of  duty 
of  $1,685  on  the  hundred  pounds.  We  have  the  immense  sum  of  2,170,000  tons. 
In  addition  to  that  is  the  surplus  crop  of  Europe,  500,000  tons. 

Table  2. — CoTisumption  and  supply. 

Tons. 

Consumption  of  sugar,  United  States,  1898 2,047,000 

Sources  of  supply  on  basis  of  crops  of  1898-99: 

Domestic  cane 235,000 

Domestic  beet 83,000 

Total  (protected  by  present  tariff) 268,000 

Free  foreign  sugar: 

Hawaiian  Islands 240,000 

Porto  Eico 55,000 

Total  (no  duty) 295,000 

To  have  advantage  under  reciprocity  treaties: 

Trinidad 50,000 

Barbados 45,000 

Jamaica 27,000 

British  Guiana 105,000 

Total  (supposed  duty  1.35  cents) 227,000 

Subject  to  full  duty: 

Cuba 300,000 

Java 695,000 

Philippines  export 60,000 

Egypt 90,000 

Santo  Domingo  and  other  West  Indies 70,000 

Brazil .  ,.  165,000 

Total  (duty  1.685  cents) .  1,380,000 

2, 170, 000 
EIxcesB  of  European  beet  sugars  over  requirements  of  Continent  and 
Great  Britain  on  basis  of  crops  of  1898-99,  about 500,000 

The  present  United  States  tariff  will,  in  case  of  the  annexation  of  Porto  Rico 
and  ratification  of  the  reciprocity  treaties  as  agreed  upon,  have  the  effect  of  tax- 
ing the  consumer  and  granting  a  bounty  to  the  producers,  as  follows,  the  figures 
being  made  up  on  the  basis  ot  last  year's  crops: 

The  domestic  production  of  268,000  tons  has  the  benefit  of  the  full  duty  of  $1,685, 
equal  to  134.74  per  ton,  or  $10,114,320.  Of  course  these  domestic  sugars  will  add 
the  duty  to  the  price  of  foreign  sugars,  and  the  producer  gets  the  full  benefit  of 
the  protection.  The  duty  on  the  Sandwich  Islands'  240,000  tons,  on  an  average  of 
95  test,  including  all  grades,would  amount  to  $36.96  per  ton,  or  $8,870,400.  Porto 
Rico,  with  a  crop  of  55,000  tons,  on  an  estimated  average  test  of  89,  would  get  the 
benefit  of  a  duty  equal  to  $32.25  per  ton,  or  $1,773,750.  Trinidad,  Barbados,  and 
Jamaica,  with  their  crops  of  122,000  tons,  on  an  average  test  of  89,  the  duty  would 
amount  to  $32.25  a  ton  at  the  full  rate,  or  $3,934,500,  and  20  per  cent  rebate  on 
that  amount  would  be  $786,900.  British  Guiana,  with  105,000  tons  and  an  aver- 
age test  of  96,  the  duty  under  the  present  rates  would  amount  to  $37i74  per  ton,  or 
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$8,962,700,  and  the  rebate  of  20  per  cent  would  give  $792,540.  The  smn  total  of 
that  which  may  be  considered  a  tax  on  the  consumer  for  the  benefit  of  the  pro- 
ducer is  122,837,910. 

Table  8. 

Domestic  production,  268,000  tons;  estimated  average,  96  test;  duty  at 
1.685  cents  per  pound =3^37.74  per  ton $10,114,320 

Sandwich  Islands,  240.000  tons;  estimated  average,  95  test;  duty  at 
1.65oentsper  pound  — $36.96per  ton  8,870,400 

Porto  Rico,  55,000  tons;  estimated  average,  89  test;  duty  at  1.44  cents 
per  pound=|32  25perton 1.773,750 

Trinidad,  Barbados,  and  Jamaica,  122,000  tons;  OHtimated  average,  89 
test;  duty  at  1.44  cents=|82.25  per  ton,  $8,934,500;  supposed  20  per 
centrebate 786,W0 

British  Quiana  (Demarara),  105,000  tons;  estimated  average,  96  test; 
duty  1.685  cents =$37.74  per  ton,  $3,962,700;  supposed  20  per  cent 
rebate 792,640 

Charged  consumer  for  benefit  of  producer 22,387,910 

CUBA.  RUINED  IF  OUR  TARIFF  DISCRIMINATES  AGAINST  HER  SUGAR. 

Kow,  you  can  see  that  Cuba,  for  which  we  went  to  war,  if  it  is  to  be  independent, 
and  comes  to  this  country  and  is  obliged  to  pay  the  full  rate  of  duty ,  is  absolutely 
ruined  commercially,  because  the  crop  of  sugar  is  the  only  staple  product.  They 
raise  a  great  deal  of  tobacco,  but  it  is  insignificant  as  comparod  with  the  sugar, 
and  the  future  of  Cuba  depends  upon  the  reeetablishment  of  her  sugar  industry. 
She  can  take  care  of  herself  provided  she  can  get  into  the  United  States  free  of 
duty,  or  if  she  enters  the  United  States  on  the  same  terms  with  other  sugars;  but 
entering  here  with  a  duty  of  $1,685  per  hundred  pounds,  when  her  sug^  are  in 
ordinary  times  only  worth  about  $2.25  a  hundred  pounds—vou  can  readily  see  that 
such  a  condition  as  that  would  mean  the  absolute  ruin  of  the  island  of  Cuba. 

THE  TARIFF  AND  THE   BEET- SUGAR  INDUSTRY— THE  AMERICAN  FARMER   GETS  NO 

MORE  FOR  BEETS  THAN  THE  GERMAN. 

A  great  deal  has  been  said  about  the  need  of  the  farmers  in  the  United  States 
having  protection,  heavy  protection,  in  order  to  enable  them  to  raise  beets  for  the 
manufacture  of  beet  sugar  in  comx)etition  with  the  farmers  in  Europe.  Now,  I 
have  gone  through  the  figures  with  as  much  care  as  I  could.  I  have  not  got  suffi- 
cient data  to  submit  them  to  you  to-day,  but  I  possibly  will  have  a  little  later.  As 
far  as  I  have  investigated  I  find  that  the  American  farmer  receives  from  $4  to$4.50 
per  ton  for  his  beets.  I  find  that  the  German  farmer  gets  almost  the  same  price 
for  his  beets,  which  leads  me  to  infer  that  the  American  farmer  has  been  held  up 
for  the  pity  of  the  public  by  the  beet-sugar  manufacturers  only  to  get  this  high 
rate  of  dut^r.  In  fact,  the  farmer  does  not  get  it,  but  the  manufacturer  of  the  beet 
sugar  gets  it. 

Now,  here  is  a  little  paragraph  taken  from  Willet  &  Gray's  circular  of  June  29: 

The  farmers  of  Germany  received  last  year  for  their  beets,  delivered,  $4.38  per 
ton.  I  believe  that  ton  is  2,204.6  pounds.  This  was  prior  to  November;  and  after 
that,  for  later  deliveries,  $4.52.  Holland  paid  to  her  farmers  $4.26  to  $4.46  where 
it  was  near  the  factory  and  $4.06  where  it  was  distant  from  the  factory.  Russia 
paid  $4.24;  Sweden  paid  $4.42  to  $4.85;  Belgium,  $3.47  to  $6.17,  according  to  the 
gn*ade  of  the  beet:  France  paid  $4.83  to  $5.21  per  ton  for  the  beets. 

There  has  been  a  vei*y  interesting  book  written  by  Herbert  Myrick  in  the 
interest  of  the  American  sugar  industry,  and  I  will  quote  a  few  paragraphs  here 
in  regard  to  the  prices  of  beets. 

The  WatsonviUe  factory  (in  California)  pays  $4  a  ton  for  all  beets.  He  gives  a 
little  table  here  showing  the  prices  paid  to  the  farmers  in  southern  Caliromia, 
showing  an  average  of  $1.35  a  ton.  Then,  speaking  of  the  Chino  factory  in  Cali- 
fornia, the  average  price  for  beets  was  $3.78,  and  speaking  of  the  Chino  factory 
again,  he  says  the  factories  have  been  obliged  to  reduce  their  price  from  $5  to  $4 
a  ton.  In  Lehi  Valley,  in  Utah,  he  says,  at  $4.25  a  ton  the  farmers  received 
$162,000  for  the  crop.  I  could  go  on  and  quote  a  great  many  other  instances,  but 
it  is  not  necessary. 

The  point  I  wish  to  make  is  this :  The  beet-sugar  manufacturers  in  this  country 
have  called  and  are  still  calling  for  a  very  high  rate  of  duty,  in  order  to  enable 
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the  American  farmer  to  raise  beets  in  competition  with  the  European  farmer. 
My  investigation  would  show  that  the  manufacturers  of  beet  sugar  in  the  United 
States  pay  to  the  American  farmer,  in  spite  of  the  duty,  but  very  little  more  than 
the  Qerman  farmer  gets  from  the  German  manufacturer. 

DUTY  ON  RAW  SUOAR  AND  DUTY  ON  REFINED— THE  BEET-SUOAR  MANUFACTURER 

OBTS  BOTH. 

The  Dingley  tariff  protects  the  manufacturer  of  beet  sugars — as  to  the  sugar' 
tariff  there  are  two  rates  of  duty.  The  first  is  $1,825  on  the  100  test;  that  is,  the 
standard  test  at  $1,685,  and  for  every  degree  up  or  down  3^  cents,  equivalent  to 
$1,825  for  100  test.  It  pays  another  duty  of  one-eighth  cent  per  pound  where 
the  sugar  is  above  No.  16  in  color  and  called  refined  sugar. 

Q.  (By  Mr.  Farquhar.)  How  do  you  make  the  100  test  on  that?— A.  All  sugars 
pay  a  duty  on  the  tost,  whether  raw  or  refined.  If  it  is  refined  it  pays  an  addi- 
tional duty  of  one-eighth  cent  on  the  pound. 

Now,  the  manufacturer  of  beet  sugar  in  the  United  States  gets  the  first  duty  of 
$1,825,  and  as  he  manufactures  refined  sugar  he  gets  another  protection  of  one- 
eighth  cent  on  the  pound,  or  12^  cents.  Then  these  beet  factories  are  situated, 
most  of  them,  west  of  the  Missouri  River,  and  freight  to  the  Missouri  River  we 
can  figure  at  about  50  cents— one-half  cent  on  the  pound. 

Q.  From  the  port? — ^A.  Yes;  from  the  coast.  So  he  has  an  advantage  over  for- 
eign imported  refined  sugar  of  the  two  rates  of  duty  plus  the  cost  of  transportation 
to  the  Missouri  River,  where  he  is  supplying  the  local  demand  in  the  region 
west  of  the  Missouri  River  it  gives  him  an  advantage  of  $2.45  on  every  100  pounds 
of  sugar  he  produces. 

BEET  SUGAR  SHOULD  BE  HADE  IN  THE  UNITED  STATES  FOR  8i  CENTS  A  POUND. 

Now,  I  notice  in  the  report  of  the  Agricultural  Department  in  Washington  on 
the  beet-sugar  industry  that  some  figures  have  recently  been  made  abroad  on  the 
cost  of  the  production  of  beet  sugar  in  the  United  States.  They  are  looking  upon 
the  United  States  as  a  possible  competitor.  They  take  the  theoretical  yield  of  the 
beet  as  reported  by  the  United  States  Department  of  Agriculture  and  the  experi- 
ment stations,  which  reports  show  the  beet  in  the  United  States,  in  most  of  the 
States  of  the  IJnion,  as  equal  to  the  beet  on  the  continent  of  Europe.  Thev  figure 
on  the  actual  reports  of  the  prices  paid  for  these  beets— the  figures  tnat  I  have  given. 
In  that  way  they  get  at  the  cost  of  production ;  that  is,  the  price  at  which  beet  sugar 
ought  to  be  produced  in  the  United  States — 8^  cents  a  pound,  I  believe,  for  granu- 
lated sugar.    It  mav  be  8^;  unfortunately  I  have  not  tne  data  with  me. 

Now,  the  point  I  have  been  trying  to  make  is  that  this  high  rate  of  duty,  given 
at  the  request  of  these  beet-sugar  manufacturers 

Q.  (By  Mr.  Smyth.)  Does  not  that  affect  the  Louisiana  planter;  does  it  not  pro- 
tect him? — A.  Exactly.  I  am  illustrating  with  beet  sugar  because  the  other  has 
been  brought  out  to  some  extent,  I  think,  in  your  investigations. 

Now,  if  beet  sugar,  granulated,  can  be  produced  in  the  United  States  at  8^  cents 
a  pound,  according  to  the  reports  of  the  experiment  stations,  and  at  the  figures 
given,  based  on  the  actual  prices  paid  for  the  beets  and  the  labor,  it  would  seem 
that  the  manufacturing  of  beet  sugar  here  in  this  country  requires  nothing  like 
the  present  protection. 

HIGH  DUTY  MAKES  HIGH  SKILL  UNNECESSARY — THE  LOUISIANA  SUGAR  INDUSTRY. 

In  practice  they  have  not  come  up  to  the  theoretical  yield  of  the  beets;  but 
they  do  it  in  Ghermany,  they  do  it  in  Austria  and  in  France,  and  there  is  no  good 
reason  why  they  should  not  do  it  in  the  United  States,  except  for  the  fact  the  pro- 
tection is  so  large  it  does  not  pay  them  to  make  a  wide  study  of  such  questions  as 
this. 

Now,  in  Louisiana,  when  they  had  an  enormous  protection — ^the  old  protection — 
they  went  on  making  sugar  in  open  kettles. 

Q.  (By  Mr.  Clarke.  )  That  was  before  the  McKinley  tariflf?— A.  Clear  before 
that.  After  the  McKinley  tariff  came  into  force,  sugars  were  made  free  and 
domestic  sugars  were  paid  a  bounty,  which  was  less  than  the  former  protection, 
but  a  good  bounty.  When  that  period  came  they  went  to  work  and  began 
to  improve  their  methods,  because  they  could  not  get  the  prices  for  the 
sugar,  and  in  Louisiana  to-day  you  will  find  as  fine  plants  as  anywhere  in  the 
world.  That  was  brought  about  by  low  prices.  When  I  first  went  into  Cuba 
some  years  ago,  when  prices  dropped  so  low,  a  new  set  of  men  came  in  there; 
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and  they  bnilt  some  of  the  finest  factories  in  the  world,  worked  them  sci- 
entifically and  got  skilled  labor,  and  found  they  coald  produce  sugar  at  a  profit 
at  a  price  which  everybody  supposed  would  entail  a  heavy  loss.  That  was  the 
result  of  the  stimulation  of  low  prices.  The  same  thing  happened  in  Demarara; 
the  eame  thing  happened  in  Germany.  Instead  of  beine  discouraged  when  prices 
went  down  to  the  cost  of  production,  they  went  to  work  scientifically  and  found 
a  way  to  reduce  the  cost. 

Q.  (By  Mr.  Farquhar.)  Have  you  anything  to  say  about  withdrawal  of  the 
Louisiana  bounty?  In  what  condition  has  it  left  the  industry  in  LouisiaDa?— 
A.  Except  for  a  very  unfortunate  freeze  that  they  had  last  winter,  something 
unavoidable— the  sugar  industry  in  Louisiana  was  in  better  shape  a  year  ago  than 
it  had  been  previously.  They  produced  a  iarg^  crop  in  1897-98,  and  would  have 
produced  a  still  larger  crop  in  1898-99  if  it  ha4  not  been  for  the  weather. 

Q.  (By  Mr.  Smyth.)  Was  not  that  improved  condition  due  to  the  protection 
they  had  after  the  Dingley  tarifif?— A.  As  regards  prices  it  was. 

LOW     PRICES    COMPEL    IMPROVED    METHODS^ CANE    AN    ARTIFICIAL    GROWTH  IH 

LOUISIANA. 

Q.  A  change  in  that  tariff  would  seriously  affect  their  prosperity,  would  it 
not?— A.  I  will  not  say  that  They  had  not  begun  to  improve  their  methods  until 
sugars  went  down  to  a  point  where  it  stimulated  them;  and  the  prices  in  Louisiana 
during  the  last  year  or  two  would  have  been  considered  ruinous  20  years  ago. 

Q.  (By  Mr.  Clarke.)  Did  not  their  improvement  begin  under  the  stimulus  of 
the  McKinley  tariff?— A.  No;  there  was  no  duty  under  the  McKinley  tariff.  They 
improved  their  methods  when  sugar  went  so  low  they  could  make  po  profit  ont 
of  it. 

Q.  (Bv  Mr.  Smtth.  )  Do  you  think  that  industry  could  be  prosperous  if  the  duty 
was  withdrawn? — A.  No;  I  do  not  think  so.  1  do  not  think  the  climate  of  Louisi- 
ana is  adapted  to  the  production  of  sugar  cane.  It  is  an  artificial  growth  there, 
and  they  are  deserving  of  the  greatest  credit  for  being  able  to  produce  sugar  there 
at  all.  It  is  only  through  the  very  best  of  work  that  they  have  been  able  to  com- 
pete in  spite  of  the  protection.    In  the  case  of  beet  sugar  it  is  another  thing. 

Q.  But  the  duty  applies  to  all  sugar,  whether  beet  or  cane? — A.  Yes.  Oar 
climate  in  the  United  States  is  as  well  adapted  to  the  production  of  sugar  beets  as 
any  other  place,  whereas  the  climate  of  Louisiana  is  not  adapted  to  the  production 
of  sugar  cane  as  are  the  West  Indian  Islands  and  parts  of  SSouth  America.  Cane 
in  Louisiana  never  fully  ripens.  It  is  always  cut  before  it  matures.  It  does  not 
contain  the  sugar  that  is  contained  in  the  same  cane  in  the  Weist  Indian  Islands. 

the  tariff  and  the  sugar  refiners. 

A  great  deal  has  been  said  about  the  protection  accorded  to  the  refiner.  We 
will  see  what  they  get.  I  can  not  give  you  the  exact  foreign  cost  of  granulated 
sugar,  but  if  I  say  3^  cents  a  pound  it  will  be  near  enough.  Now,  the  first  duty 
that  pays  on  100  test  would  be  $1,825  per  hundred;  if  that  is  figured  out  it  amounts 
to  something  over  50  por  cent.  The  second  rate  for  refined  sugar  is  12^  cents  on 
the  hundred  pounds,  and  on  a  value  of  Si  cents  would  be  8^  per  cent  ad  valorem. 

Q.  (By  Mr.  Farquh  ar.  )  That  is  claimed  to  be  insufficient,  is  it  not?  Considering 
the  duties  on  refined  sugar  and  the  countervailing  duties  against  the  bounties  in 
Europe,  what  is  the  protection  to  the  American  refiner?— A.  Our  countervailing 
duty  offsets  the  bounties  in  Europe. 

Q.  Then  that  is  a  protection  here? — A.  It  is  a  protection  against  the  sugar  com- 
ing from  those  countries. 

Q.  Sugar  refiners  claim  there  is  insufficient  protection  to  their  business  now.— 
A.  I  think  we  can  throw  the  bounty  out  entirely,  and  then  in  addition  to  that  the 
refiner  has  one-eighth  cent  per  pound. 

Q.  That  is  3^  per  cent  ad  valorem?— A.  I  believe  that  is  the  protection  the  refiner 
gets.  If  you  have  granulated  sugar  in  Europe  for  export  to  the  United  States  at 
a  given  price,  it  pays  one-eighth  cent  a  pound  over  and  above  what  is  assessed  as 
regular  duty.  Tliat  one-eighth  cent  is  the  protection  the  manufacturer  gets  for 
renning  sugar. 

cost  op  refining. 

Q.  Can  you  give  us  the  rate  of  profit  to  the  refiner,  independent  of  the  tariff?— 
A.  I  am  not  acquainted  with  the  management  of  refineries  at  the  present  time. 
It  would  be  my  experience  of  10  years  ago,  which  is  a  back  number  now.  I  know 
what  we  figured  our  cost  at  that  time;  we  considered  it  to  be  about  alialf  cent  a 
pound. 
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Right  here  ixwsibly  I  might  call  yonr  attention  to  this  thing  in  the  discnasion 
that  I  have  seen  in  the  papers  about  the  coet  of  refining  sngar.  People  seem  to 
fignre  jnst  the  bare  cost  of  refining.  Besides  the  coet  oi  refining,  namely,  labor, 
fuel,  char,  office  eicpenses,  etc.,  yon  mnst  take  aoconnt  of  packages,  insurance  on 
goods  in  transit,  and  interest  on  money  borrowed  to  conduct  yonr  business.  It 
may  be  that  the  concern  has  money  enough  to  conduct  its  own  business,  but  the 
interest  on  that  accumulated  surplus  ought  to  be  considered.  What  it  would  cost 
the  refiner  to-day  I  do  not  know,  but  if  ne  has  reduced  the  cost  25  per  cent  from 
those  figures  as  we  calculated  them  12  years  ago,  I  should  consider  that  he  has 
done  very  well. 

THE  TARIFF  AND  THE  BEET  INDUSTBT. 

Q.  (By  Mr.  Fabquhab.)  Suppose  instead  of  one-eighth  cent  it  was  one-fourth 
cent  duty,  what  effect  would  tnat  have  on  the  consumer?— A.  I  think  that  would 
depend  on  the  source  of  supply.  If  the  present  competition  is  waged  for  a  long 
period  they  are  going  to  continue  to  sell  sugars  at  very  little,  if  anything,  above 
the  cost  of  refining  them. 

Q.  (Bjr  Mr.  Smyth.)  Do  you  think  such  a  change  in  the  tariff  would  stimulate 
the  beet  industry  in  this  country? — A.  Well,  no.  I  think  a  man  that  can  not  make 
money  under  the  present  protection  had  better  go  out  of  business. 

Q.  (By  Mr.  Clarke.)  Prices  would  be  lower  without  the  present  protection,  I 
supi)08e? — A.  Yes. 

Q.  You  say  low  prices  stimulated  the  development  of  the  Louisiana  industry? — 
A.  I  said  it  stimulated  the  improvement  in  the  method  of  production. 

Q.  (By  Mr.  Smtth.)  They  had  to  cheapen  the  cost?— A.  Or  go  out  of  business. 

Q.  They  went  at  it  in  a  scientific  way?— A.  Exactly.  Now  anybody  ought  to 
be  able  to  go  into  the  beet  industry  to-day,  if  there  is  anything  in  it  at  all,  and 
make  money  whether  he  knows  anvthing  about  the  business  or  not.  The  sugar 
business  is  something  to  be  learned.  I  have  been  in  the  business  for  more  than  30 
years,  giving  most  careful  attention  to  it  all  the  time,  to  the  cost  of  production  in 
ull  parts  of  we  world,  and  I  do  not  think  that  I  have  begun  to  know  it  yet. 

CUBA— LTTTLB  FRESH  CAPITAL  GK>INO  THEBE. 

Q.  What  is  the  condition  of  the  sugar  industry  in  Cuba  at  the  present  time? 
You  are  interested  in  sugar  raising  in  Cuba? — A.  Yes,  sir.  Before  the  insurrec- 
tion 1,080,000  tons  of  sugar;  the  crop  that  has  just  closed,  a  little  over  300,000  tons. 
That  reduction  was  brought  about  by  the  insurrection  and  war.  Now  the  people 
are  afraid;  they  have  no  money  in  Cuba,  no  available  money  for  inves6nent. 
There  is  plenty  of  money  in  the  United  States,  and  plenty  in  Europe,  in  England, 
and  also  m  Spain.  They  would  go  to  Cuba  and  go  into  the  sugar  business,  but 
they  are  afraid  of  the  independence  of  the  island  and  the  withdrawal  of  the 
United  States. 

Q.  You  think  it  is  true  that  English  capitalists  are  investing  in  Cuba  at  the 
present  time? — A.  Capitalists  have  invested  in  railroads. 

Q.  Any  in  sugar  plantations? — A.  I  do  not  know  of  any.  There  may  have  been 
some.    They  have  invested  quite  largely  in  railroads. 

Q.  Since  peace?— A.  Since  peace.  Before,  these  people  had  interests  there,  but 
they  are  consolidating  and  extending.  Very  little  fresh  capital  is  going  into  Cuba; 
and  the  reason  is,  they  see  very  clearly  that  if  Cuban  sugars  have  to  x>ay  the  high 
rate  of  duty  in  the  United  States  in  the  future,  and  sugars  are  admitt(Bd  free  from 
the  Sandwich  Islands,  Porto  Rico,  and  the  Philippines,  and  the  domestic  industry 
is  stimulated  by  the  present  enormous  rate  of  duty,  they  could  not  compete. 

DOUBTFUL  WHETHEB  THE  PBBSIDENT  COULD  MODIFY  THE  TABIFF  AS  TO  CUBA. 

Q.  (By  Mr.  Clabke.)  Supposing  Cuba  should  be  independent,  and  there  should 
be  a  reciprocal  agreement  between  this  country  and  Cuba,  like  that  which  is 
being  arranged  with  the  British  West  Indies,  could  the  sugar  industry  in  Cuba 
prosper?— A.  Well,  before  I  answer  that  question  I  should  like  to  go  back  a  little. 
Special  power  was  conferred  upon  the  President  to  make  reciprocity  treaties  for 
2  years  from  the  date  of  the  siming  of  the  Dingley  Act.  That  power  expires  on 
the  24th  of  July,  this  month.  Whether  the  President  has  a  constitutional  power 
to  ms^e  treaties  affecting  the  tariff  I  am  not  able  to  state;  some  hold  he  has,  but 
I  think  in  the  face  of  the  coming  election  the  President  would  be  very  cautious 
about  exercising  that  power. 

Q.  Congress  might  extend  the  time,  I  suppose?— A.  Congress  might  extend  the 
time  by  a  special  act.    Congress  can  do  what  it  likes  in  regard  to  the  tariff.    It  is 
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a  very  simple  matter  to  make  8iigp;e8tioik8,  and  very  good  snggeBtioiifi,  in  regard 
to  the  settlemeiit  of  these  matters;  m  practice  it  is  a  most  difflciut  thing  to  get  any 
partial  tariff  bill  through  Congress,  particularly  if  it  is  a  sugar-tariff  bill. 
Q.  (By  Mr.  Farquhajl  )  Without  opening  the  tariff  question  at  all  before  Con- 

fress,  could  not  this  take  the  form  of  reciprocal  treaties  with  these  countries?— A. 
do  not  think  so,  sir. 

Q.  I  understand  in  the  Dingley  bill  there  is  executive  authority.— A.  It  does 
seem  to  me,  if  the  President  had  the  constitutional  power  to  make  treaties  why 
did  Congress  take  so  much  care  in  conferring  such  power  and  limiting  it?  I  think, 
looking  back  at  our  treaties  for  50  years,  that  every  treaty  which  nas  involyed 
the  expenditure  of  money,  or  has  affected  the  existing  tariff,  has  gone  to  the  Hoiue. 

A  so  PER  CENT  RBDUOTION  OF  DUTY  WOULD  NOT  MEET  THE  NEEDS  OF  CUBA. 

Q.  Without  any  opening  of  the  question  of  the  tariff  bv  the  coming  Fifty-sixth 
Congress,  if  they  tooK  up  the  reciprocal  features  and  maae  the  extension,  it  would 
accon^lish  all  that  was  needed  in  this  matter? — A.  No,  sir. 

S.  What  else  is  needed?— A.  Suppose  there  is  a  change  of  20  per  oent.  That 
reduce  the  duty  on  centrifugal  sugars  from  $1.^  to  |1.35.  That  is  against  no 
duty  from  the  Sandwich  Islands,  no  duty  from  Porto  Rico.  Mv  point  is  this:  No 
country— I  do  not  refer  to  Cuba  eepecially,  I  only  illustrate  with  Cuba— no  sugar 
country  in  the  world,  in  the  face  or  the  enormous  production,  can  hold  the  United 
States  market  in  the  face  of  discriminating  duties,  because  the  selling  price  of 
sugar  ranges  too  near  the  cost  of  production.  Now,  the  world's  price  of  sugar 
two  years  ago  ranged  at  less  than  the  average  cost  of  the  world  s  production. 
Some  few  individuals  were  able  to  make  money  because  they  thoroughly  under- 
stood their  business.  These  individuals  were  not  confined  to  any  one  place— they 
were  all  over  the  world;  but  I  believe  the  world's  crop  of  sugar  was  produced 
at  a  loss  for  a  period  of  at  least  three  years. 

When  you  make  some  sugars  free  and  put  a  high  tariff  on  others,  the  effect  h 
to  aid,  first,  the  sugars  that  come  in  without  duty;  second,  those  with  a  favored 
duty,  and  to  leave  out  such  as  pay  the  full  rate  of  duty.  The  result  would  be 
that  if  there  is  any  discriminating  duty  the  enormous  natural  production  will 
drop  the  price  below  the  cost  of  production,  and  no  country  can  compete  in  the 
United  States  market  against  a  discriminating  turiff .  I  do  not  say  they  wUl  not 
compete  for  a  month  or  a  year,  but  the  effect  in  two  or  three  years  will  be  to  drive 
them  out  of  business. 

THE  SUOAR  DUTIES  AND  THE  OONBUMER. 

Q.  When  American  refiners  claim  that  one-eighth  of  a  cent  is  InsufBcient  as  a 
protection,  and  that  one-fourth  of  a  cent  will  be  sufScient,  what  are  we  to  argue 
as  to  the  condition  of  the  consumer?  Is  the  sugar  cheapened  to  the  consnmer, 
when  the  price  of  sugar  is  really  regulated  by  the  refiners  of  the  United  States 
and  nobody  else?  By  what  process  will  you  cheapen  the  refined  product  for  the 
American  people— for  the  consumers  generally?— A.  I  would  take  the  duty  off  raw 
sugar  entirely,  except  countervailing  duties  against  bounty-paid  sugars. 

Q.  Mr.  Havemeyer  claims  that  would  abolish  all  the  refineries  and  break  the 
business  to  pieces.  —A.  Do  you  think  you  understood  Mr.  Havemeyer  right  on  that 
point?  I  am  verv  much  inclined  to  think  you  are  mistaken.  I  say  the  way  to 
reduce  the  cost  of  sugar  to  the  consumer  is  to  abolish  the  duty  on  raw  sugars.  As 
to  the  duty  on  refined  sugar,  one-eighth  cent  a  pound  is  so  small  that  I  do  not 
think  it  affects  the  consumer  in  any  way.  If  you  want  to  reduce  the  profit  of  the 
refiner,  that  is  all  you  can  do;  take  off  the  one-eighth  oent  a  pound. 

Q.  With  free  raw  sugar,  what  effect  would  that  have  on  the  refining  business  in 
this  country?- A.  No  effect  whatever. 

Q.  (By  Mr.  Smyth.)  What  would  be  the  effect  on  the  income  of  the  Govern- 
ment? If  the  duty  on  the  raw  material  was  repealed,  what  would  be  the  loss  to 
the  Government?— A.  I  could  figure  that,  but  it  would  be  a  rough  estimate.  It 
would  be  about  $56,000,000. 

Q.  In  what  form  would  the  Government  make  that?— A.  That  is  a  pretty  big 
question.  We  have  tariff  taxation  and  internal-revenue  taxation.  I  think  one  of 
the  easiest  ways  the  Government  can  raise  a  revenue  is  on  refined  petroleum  oil. 
There  are  many  articles  of  that  nature  where  the  collection  of  the  revenue  would 
be  very  simple.  Not  having  given  particular  thought  to  the  question  of  revenue, 
I  would  only  make  the  off-hand  suggestion  that  a  reasonable  revenue  tax  might 
be  placed  on  coffee,  and  an  intemiu-revenue  tax  on  many  articles  of  domestic 
production,  such  as  refined  petroleum  oil. 
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Q.  Would  not  your  argtunent  in  favor  of  the  free  importation  of  raw  sngar 
apply  to  raw  materials  of  every  kind?— A.  Perhaps  it  won  Id,  bnt  I  wonld  not 
make  any  statement  as  to  things  with  which  I  am  not  personally  familiar. 

DOMESTIC  PRODUCTION  NOT  DESIRABLE  AT  THE  PRESENT  COST  TO  THE  CONSUMER. 

Q.  (By  Mr.  Clarke.)  Do  yon  think  it  desirable  to  have  a  considerable  domestio 
prodnction  of  sngar— raw  sngar?- A.  No;  I  do  not,  at  the  present  enormons  cost 
to  the  consumer. 

Q.  Do  yon  think  it  desirable  for  the  Qovemment  to  do  anything  to  enconrage 
the  domestic  prodnction? — ^No;  I  do  not. 

Q.  Do  you  think  that  ptrices  would  be  kept  as  low  to  the  consumer  without 
domestic  production  as  with  it? — ^A.  Yes;  I  do.  The  domestic  production  is  so 
small  a  proportion  of  the  consumption  it  practicalljr  has  no  effect  on  prices. 

Q.  Suppose  it  should  develop  to  be  a  very  considerable  proportion,  so  that  it 
would  be  a  factor  in  competition,  would  it  not  help  to  keep  the  prices  low? — A.  If 
it  became  a  material  factor  in  the  supply,  and  materially  reduced  the  duty-paid 
price  of  sugar  in  the  United  States,  the  effect  would  be  to  stop  the  foreign  produc- 
tion of  sugar  so  far  as  the  United  States  market  was  concerned,  because  the  cur- 
rent prices  are  now  and  have  been  so  near  the  cost  of  production. 

Q.  Well,  would  not  there  be  sufficient  foreign  sugar  imported  to  compete  with 
the  domestic  supply,  so  that  the  effect  of  that  competition  would  be  to  reduce  the 
price  to  the  consumer? — A.  When  that  production  gets  to  be  a  material  factor  in 
the  supply  of  the  United  States  it  will  naturallv  reduce  the  duty-paid  price;  with 
the  duty-paid  price  you  reduce  the  foreign  value;  in  reducing  tne  foreign  value 
you  very  soon  get  below  the  cost  of  production  abroad. 

Q.  Should  you  be  able  to  purchase  a  foreign  supply,  at  less  than  cost  of  pro- 
duction though,  if  there  was  no  domestic  production? — A.  Ton  can  not  purchase 
any  article  for  a  long  period  at  less  than  the  cost  of  production. 

Q.  As  a  general  proposition,  you  think  the  interest  of  the  consumer  would  be 
safeguarded  by  domestic  production,  do  you  not?— A.  No,  I  do  not. 

Q.  You  refer  to  sugar  alone? — A.  I  am  speaking  only  of  sugar.  1  am  not  going 
into  the  general  matter  of  the  tariff,  i  have  always  been  a  protectionist  in  the 
past,  but  I  am  trying  to  illustrate  this  thing  under  the  conditions  in  which  we 
nnd  ourselves  to-day,  the  conditions  which  have  grown  out  of  the  war  with  Spain. 

THE  BEET-SUOAR  INDUSTRY  OUOHT  NOT  TO  REQUIRE  PROTECTION. 

Q.  You  think  the  climatic  advantages  of  production  in  Cuba  are  superior  to 
those  in  any  part  of  this  country? — A.  Certainly  for  the  production  of  sugar  cane. 

Q.  It  would  be  practically  impossible,  then,  for  our  powers  to  produce  for  the 
general  domestic  market  without  some  form  of  protection?  A.  I  can  not  answer 
that  question.  I  do  not  know  what  the  cost  of  production  of  beet  sugar  in  this 
country  is.  I  have  idready  stated  that  the  Germans  have  calculated  that  cost  at 
3i  cents  a  pound  of  granulated  sugar,  and  if  they  are  correct,  and  they  would 
seem  to  be  correct  from  the  reports  of  the  experiment  stations,  it  would  not  seem 
that  beet-sugar  makers  in  the  United  States  require  any  such  protection  as  they 
are  accorded  at  the  present  time.  In  fact,  they  ought  not  to  require  any  protec- 
tion. 

SUGAR  MANUFACTURERS  LOOK  TO  THE  TARIFF  FOR  THEIR  PROFITS. 

Q.  Do  you  think  there  would  be  any  beet-sugar  industry  in  this  country  with- 
out some  form  of  protection?  A.  If  the  people  in  this  country  want  to  produce 
sugar,  they  would  naturally  come  to  the  point  where  they  could  produce  that 
sugar  at  the  least  cost  and  get  the  greatest  profit.  There  are  people  m  Boston,  in 
the  last  year,  who  have  been  looking  into  the  production  of  sugar  as  an  industry. 
One  went  to  the  Sandwich  Islands  oecause.  he  said,  **  Sandwich  Islands  sugar  is 
coming  in  here  free  of  duty,  and  at  the  present  tariff  I  can  get  for  my  sugar,  out 
in  the  Sandwich  Islands,  4^  cents  a  pound. "  Another  concern  went  to  Porto  Bico 
because,  they  said,  '*  The  annexation  of  Porto  Rico  is  assured,  and  under  the  pres- 
ent tariff  I  can  get  4^  cents  a  pound  for  the  sugars  which  I  can  produce  in  Porto 
Rico,  while  they  are  onl v  worth  2. 69  cents  in  Cuba. "  Another  concern  made  an  in- 
vestment out  in  Nebraska  in  beet  sugar  because,  they  said,  *'  The  United  States  is 
protecting  domestic  sugar  to  the  extent  of  $88  a  ton.  We  have  got  some  cattle  in 
Nebraska  that  we  should  like  to  feed  as  cheaply  as  possible,  and  we  should  like  to 
get  the  by-product  of  the  factory  to  feed  them;  and  if  we  turn  out  10,000  tons  of 
sugar,  under  the  great  protection  afforded  by  the  United  States,  it  will  amonnt 
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to  about  $400,009;  and  while  we  are  not  conversant  with  the  sugar  business,  we 
believe  we  can  make  our  profit  there/' 

I  was  sent  a  prospectus  of  a  beet  factory;  in  fact,  I  have  had  a  great  many,  but  one 
in  particulajr  was  very  nicely  figured  out.  They  showed  very  larpe  profits  on  paper. 
I  went  through  the  figures  and  found  them  to  be  correct.  I  figured  that  out  on 
the  free-sugar  basis,  and  found  that  their  very  large  profits  were  turned  into  a 
very  considerable  loss.  That  is,  the  profits  they  expected  to  make  were  out  of  the 
existing  tariff.  Now,  naturally  a  man  that  is  conversant  with  the  business,  is 
cautious  about  entering  upon  a  business  that  is  dependent  for  its  profits  on  the 
existing  tariff,  because,  in  my  short  experience,  I  have  seen  the  tariff  of  the  United 
States  change  with  almost  every  Administration  we  have  had. 

Q.  (By  lilr.  Fabquhab.)  It  has  alwavs  been  on  the  safe  side  for  the  American 
lenners;  they  have  been  accorded  excellent  protection  by  Congress?— A.  Yes. 

NO  TABIPP  PBOBABLB  AOAINBT  HAWAII,  POBTO  BICO,  AND  THE  PHILIPPINES. 

Q.  (By  Mr.  Clabkb.)  Why  do  you  assume  that  sugar  must  necessarily  come 
in  free  of  duty  from  Hawaii.  Porto  Rico,  and  possibly  the  Philippines? — A.  Be- 
cause it  does  come  in  free  of  duty  from  Hawaii. 

Q.  I  know  it  does  under  the  existing  arrangement,  but  is  it  necessary  that  that 
arrangement  should  be  continued,  or  should  be  extended  to  Porto  Rico  and  the 
Philippines?— -A.  I  do  not  believe  that  the  United  States  is  going  to  set  up  a  tariff 
against  any  territory  or  possessions  belonging  to  her.  Whether  it  can  be  done  or 
can  not  be  done,  I  do  not  feel  competent  to  give  an  opinion,  but  I  do  not  believe  it 
will  be  done. 

THE  HAWAHAN  PLANTEB  BECEIYES  THE  SUGAB  DUTY,  BUT  DOBS  NOT  PAY  IT. 

In  that  connection  let  me  make  a  statement.  The  Hawaiian  planter  is  selling 
his  raw  sugar  in  the  United  States,  I  might  say  in  New  York,  at  a  price  that  gives 
him  clear  ^  cents  a  pound.  He  is  buying  in  the  city  of  New  York  granulated 
sugar,  made  out  of  imported  raw  from  Cuba  and  other  duty-paying  countries,  at 
8i  cents  a  pound  or  something  less.  In  order  to  assure  myself  that  that  was  a 
fact,  I  went  to  the  New  York  custom-house  within  a  few  days  and  I  said,  *'  I  wish 
to  ask  you  whether  the  drawback  on  granulated  sugar  is  in  f  orc«  in  regard  to 
Hawaii?  In  other  words,  if  I  come  to  you  with  1,000  barrels  of  granulated  sugar 
am  I  entitled  to  the  drawback?  "  He  said,  '*  Yes;  you  are.  We  pay  you  the  draw- 
back." That  is  one  of  the  many  complications  we  have  got  into  growing  out  of 
this  war. 

BEFININO  IN  HAW  AH  AND  IN  CUBA. 

Q.  Is  tliere  any  sugar  refinery  in  Hawaii?-^A.  I  can  not  answer;  I  think  there 
is  one. 

Q.  Are  there  any  in  Cuba? — A.  One  or  two  small  local  refineries,  but  there  is 
no  refined  sugar  exported.  Refined  sugar  can  be  sent  from  New  York  to  Cuba 
in  bond  and  undersell  them  there,  although  the  duty  in  Cuba  is  3  cents  a  pound. 

QEBMANY  AND  BUOAB  BOUNTIES. 

Q.  (By  Mr.  Fabquhab.)  How  do  you  account  for  the  great  growth  of  the  beet- 
sugar  industry  in  C^rmany?— A.  That  is  easily  accounted  for  through  the  very 
large  bounties  paid  by  the  Government. 

Q.  They  pay  bounties  and  we  give  protection  through  the  tariff?— A.  Exactly. 
It  has  been  an  enormous  drain.  The  consumption  of  sugar  in  Germany  in  1897 
was  594,000  tons;  the  production  of  sugar,  the  past  crop,  in  Germany  was  1,725,000 
tons;  the  production  was  about  three  times  the  consumption. 

Q.  That  is  all  beet  sugar  in  G^ermany? — A.  Yes. 

Q  By  a  system  of  bounties,  which  amounts  to  the  same  as  our  tariff  here,  the 
people  of  Germany  have  now,  first  of  all,  supplied  their  own  home  market  vnth 
this  beet  sugar,  and  they  have  a  surplus  to  export,  and  that  comes  into  competition 
in  this  country?— A^  Exactly.  We  endeavor  to  keep  that  out  with  a  counter- 
vailing duty. 

OUB  BESPONSIBILITY    TO  CUBA    AND    POBTO    BIOO— CUBA   NEEDS  ONLY  EQUALITY. 

Q.  Now,  when  the  cost  of  producing  the  beet  in  France,  Belgium,  and  Germany 
is  very  near  the  same  that  it  is  in  the  United  States,  for  the  benefit  of  the  American 
farmer  and  people,  why  should  not  there  be  an  inducement  to  sustain  the  present 
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tariff  and  prodnoe  all  the  sugar  we  can  here  without  regard  to  Cuba  or  an^  other 
country? — A.  There  you  have  the  question  of  our  responsibility  for  th^se  islands 
we  have  ti^en  possession  of. 

Q.  As  a  business  view.  We  are  here  as  a  business  commission.— A.  We  have 
driven  the  government  out  of  Porto  Rico  and  Cuba,  and  have  done  so  to  benefit 
the  people,  ostensibly.  If,  through  our  tariff,  we  prevent  thes6  countries  from 
sendmg  their  products  into  the  United  States,  we  bring  them  to  commercial  ruin. 
That  is  the  position  we  find  ourselves  in  tonlay,  and  which  we  have  to  consider. 
I  have  given  you  my  opinion  in  regard  to  the  manner  of  reducing  the  cost  of  sugar 
to  the  consumer.  I  should  be  very  glad,  indeed,  as  a  producer  of  sugar  in  Cuba, 
to  have  my  sugars  admitted  free  of  duty  into  the  United  States,  and  the  present 
tariff  maintained  as  to  the  other  countries.  That  is  human  nature;  but  I  do  not 
come  before  you  to  advocate  any  such  idea  as  that,  and  I  will  never  go  before  Con- 
gress and  urge  them  to  take  any  such  position  as  that.  They  have  either  got  to 
put  Cuba  on  a  footing  ^th  other  countries  or  they  have  got  to  throw  her  over- 
board entirely  and  let  her  sink— one  of  the  two.  If  they  would  annex  it  and 
maintain  the  present  tariff,  that  would  be  nice  for  me  individually,  but  I  would 
not  ask  Congress  to  do  anything  of  that  kind.  If  they  will  allow  the  Cuban  sugars 
to  come  into  the  United  States  on  exactly  the  same  basis  as  sugars  from  other 
countries,  whether  subject  to  duty  or  free  of  duty,  we  have  nothing  to  say  more. 

THE  AMERICAN  SUGAR  REPINING  COMPANY. 

Q.  Free  sugar  or  tariff-covered  sugar,  whatever  it  may  be— how  do  you  account 
for  it  in  this  country  that  one  great  concern  can  name  and  maintain  the  price  of 
refined  sugar? — A.  That  seems  to  be  very  simple.  The  refining  of  sugar  a  few 
years  ago  was  in  comparatively  few  hands,  but  tibere  was  considerable  competition. 
The  refining  capacity  was  largely  in  excess  of  the  demand.  Everybody  wanted  to 
run  full  time,  and  the  consequence  was  none  of  them  made  any  money.  I  was  in 
the  refining  business  for  10  years,  and  all  the  profits  we  made  went  into  the 
improving  of  the  plant,  putting  it  in  first-dass  condition.  We  poured  money  in 
constantly  and  did  not  get  a  cent  of  dividends.  Then  it  was  proposed  to  bring  all 
of  the  houses  tx)gether,  and  the  American  Sugar  Refining  Company,  originally 
called  the  trust,  was  formed.  They  were  enabled  to  fix  a  price  for  their  sugars 
every  day,  based  on  the  market  for  raw  sugar,  and  maintain  a  margin  between 
raw  and  refined  sugar  that  gave  them  a  profit.  Whether  that  has  been  too  little 
or  too  much  I  do  not  attempt  to  discuss. 

Q.  The  only  way  to  maintain  the  refining  industry  was  to  monopolize  it? — A. 
The  way  to  get  a  profit  was  to  bring  the  6  or  8  refineries  together. 

Q.  So  that,  as  you  state,  since  1891  the  price  of  refined  sugar  is  the  price  that 
Havemeyer  and  Elder  put  up  on  the  wall? — A.  Mr.  Havemever  is  the  president. 

Q.  That  is  simply  the  controlling  power,  I  mean.— A.  That  is  the  controlling 
power. 

Q.  That  is  the  chief  executive  power  that  fixes  the  price  of  sugar? — A.  Yes. 
These  prices  are  based  on  the  market  price  of  raw  sugar. 

COMPETITION  WITH    THE   AMERICAN    COMPANY   IS    POSSIBLE,   BUT  NOT    PROBABLE. 

Q.  Do  you  think  that  any  strong  competition  in  refining,  under  present  condi- 
tions, could  ever  arise  in  this  country  to  fight  the  American  Sugar  Refining  Com- 
pany?—A.  I  should  not  think  for  a  moment  of  going  into  the  sugar-refining  busi- 
ness and  doing  my  business  cheaper  than  the  American  Sugar  Refining  Company 
can  do  it. 


Q.  And  make  a  reasonable  profit?— A.  Exactly. 


Unless  connected  with  some  other  business,  like  the  Arbuckles,  such  as  coffee, 
where  the  two  things  would  merge  in  the  hands  of  the  consumer,  and  where  what 
was  lost  on  one  could  be  made  up  on  the  other? — A.  I  would  not  undertake  to  go 
into  the  refining  business  in  the  United  States  with  the  idea  of  refining  sugar 
at  a  lower  cost  than  the  American  Refining  Company  can  do  it.  You  ought  to 
keep  in  mind  that  the  moment  the  margin  between  refined  and  raw  sugar  gets  too 
large  it  will  admit  refined  sugar  from  Europe.  You  have  onlv  one-eighth  of  a 
cent  a  pound  in  the  way  of  protection.  The  American  refiner  has  got  to  do  his 
business  cheaper  than  tne  European  refiner  can  do  it  in  order  to  get  his  jprofit,  or 
sugars  are  coming  in  from  the  other  side.  There  is  an  enormous  capacity  there 
for  refining,  and  you  have  only  one-eighth  of  a  cent  a  pound  between  them. 

Q.  You  consider  the  countervailing  duty  as  a  protection?— A.  Certainly; 
against  European  refined. 

Q.  You  think  that  by  admitting  raw  sugars  free  into  this  country  it  would 
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make  no  difference  in  the  refininjff  bnsinefls  of  the  conntry?— A.  It  woald  increaae 
the  demand  for  refined  sngar.  The  lower  yon  can  sell  refined  sugar  the  larger 
the  demand.  The  consumption  of  sugar  per  capita  in  England  is  considerably 
larger  than  in  the  United  States,  and  the  reason  of  that  is  the  lower  price. 

Q.  Considering  the  amount  of  capital  in  the  American  company,  and  consider- 
ing the  methods  they  have  of  distribution  and  the  markets  they  command  for  raw 
sugar  outside  of  this  country— in  fact,  the  power  of  the  American  Refining  Com- 
pany—do you  think  it  Is  possible  for  any  independent  companies  or  association  of 
mdependent  companies  ever  to  come  into  competition  with  the  American  com- 
pany?— ^A.  It  is  possible,  but  not  probable. 

Q.  Why  improbable?— A.  Ton  may  say  the  improved  woolen  machinery  and 
yam  machinery  have  driven  out  the  old  spinning  wheel  in  the  country  towns,  and 
there  is  no  prooability  of  our  going  back  to  the  old  way  In  which  our  ancestors 
spun  their  wool  and  made  their  clothing.  It  is  unfortunate  for  a  certain  class  of 
the  people,  but  the  consumer,  the  greater  part  of  the  people,  have  been  benefited 
by  it. 

WITH  RA.W  BUOAB  FREE,  ORAKULATBD  SHOULD  BKLL   AT  ABOUT  ^   CSNTS. 

Q.  If  you  could  explain  to  the  commission  wherein  this  consumer  is  going  to 
get  cheaper  sugar,  we  should  like  to  hear  it. — A.  By  the  removal  of  the  duty  on 
raw  sunur  granulated  sugar  on  ;ht  to  sell  in  New  York,  and  leave  a  fair  profit  to 
the  producer  and  for  the  refiner,  at  a  range  of  3^  to  4  cents  a  pound;  probably  ^ 
cents  a  pound  would  be  about  the  basis  of  the  cost  of  granulated  sugar. 

Q.  (By  Mr.  Clabkb.  )  You  mean  that  as  a  retail  price? — A.  No;  in  speaking  of 
prices  I  speak  of  the  refiner's  price.  Of  course  the  jobbers  have  to  get  their  profit, 
which  is  about  one-fourth  cent  a  pound. 

Q.  (By  Mr.  Farquhar.)  The  grocers  make  very  little?— A.  Until  the  grocers* 
association  was  formed  they  made  no  profit  at  all. 

Q.  That  was  a  concession  from  the  refiners,  was  it  not? — ^A.  The  refiners  assisted 
in  it.  The  refiners  got  out  of  the  retail  business  and  let  the  jobbers  make  their 
profits. 

Q.  (By  Mr.  Smtth.)  These  jobbers  are  making  their  profits  out  of  the  con- 
sumer?—A.  Exactly.  But  the  consumer  can  not  come  with  his  pail  to  the  refiner 
and  get  his  10  pounds  of  sugar.  All  these  things  have  to  be  distributed  by  some 
middle  party;  tnat  is  unavoidable. 

THE  refiner's  MAROIN   HAS  VARIED.      ON  THE  WHOLE,  THE  CONSOLIDATION  HAS 

REDUCED  THE  COST  TO  THE  CONSUMER. 

Q.  ( By  Mr.  Clarke.  )  Based  on  the  relative  cost  of  raw  sugar,  how  does  the  price 
of  refined  sugar  to  the  consumer  compare,  at  the  present  time,  with  what  it  was 
before  the  American  Sngar  Refining  Company  was  formed?— A.  You  are  speaking 
of  to-day *s  price,  or  the  current  average  ruling  prices? 

Q.  Average  ruling  prices  is  what  I  mean. — A.  I  want  to  be  a  little  cautious  about 
answering  that  question,  because  the  market  has  finctuated  so.  After  the  forma- 
tion of  this  company  the  margin  between  raw  and  refined  sngar  was  considerably 
larger  than  it  was  before  the  combination.  For  6  months  or  a  year  past,  perhaps, 
while  this  strong  competition  has  been  in  force,  the  margin  has  been  considerably 
smaller  than  it  was  previously. 

Q.  What  strong  comx)etition  do  you  refer  to?— A.  The  Arbuckles,  Mollenhauer 
and  2  or  8  other  bouses.  The  margin  was  brought  down  as  low  as  82  or  88  cents 
a  hundred  pounds.  Taking  into  consideration  the  fact  that  the  raw  sugar  con- 
tained 96  per  cent  and  the  granulated  sugar  100  per  cent;  that  they  furnish  pack- 
ages for  delivery,  and  the  freight  to  the  grocery  or  railroad  for  shipment;  the 
brokerage  and  the  interest  on  money;  insurance;  and  that  they  have  to  keep  the 
refineries  in  the  best  possible  condition  of  repair — taking  all  that  oat  of  the  dif- 
ference between  the  cost  of  the  raw  and  the  price  at  which  they  sell  the  refined 
sngar,  it  is  astonishing  to  me  that  they  are  able  to  keep  the  average  margin  as  low 
as  th^  do. 

Q.  You  think  the  general  effect  of  the  consolidation  has  been  to  improve  the 
process  of  manufacturing,  reduce  the  cost  of  refining,  and  enable  the  refining 
company,  if  it  chooses,  to  reduce  the  cost  to  the  consumer? — A.  Undoubtedly,  sir. 
And  I  think,  as  a  whole,  that  they  have  done  so. 

Q.  You  are  not  able  to  give  the  figures?— A.  I  would  not  attempt  to  give  a  defi- 
nite statement,  but  they  have  been  running  at  82  to  88  cents  margin  and  giving 
the  benefit  to  the  consumer.  They  do  not  do  it  as  a  matter  of  charity.  They  did 
that  for  quite  a  period;  some  weeks. 
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Washington,  D.  C,  October  go,  1899, 
TESTIM0V7  OF  MS.  EDSOH  BRADLET, 

President  of  American  Spvrite  Manufctoturing  Company  and  vice-resident  of  The  Dis^ 

tilling  Company  of  America. 

The  oommisflion  met  at  11.10  on  Friday,  October  20, 1899,  Bepresentatiye  Living- 
Bton  presiding.    Mr.  Edson  Bradley,  after  being  duly  sworn,  testified  as  follows : 

Q.  (By  Mr.  Jbnks.)  Will  you  give  your  name? — A.  Edson  Bradley. 

Q.  Your  address f— A.  802  Fifth  avenae,  New  York  City. 

Q.  Yoor  occupation  f — A.  I  am  president  of  a  distilling  company,  and  merchant 
in  my  private  business. 

Q.  How  long  have  you  been  engaged  in  the  business  of  selling  whiskies  f— A. 
Twenty-seven  years. 

witness'  connbction  with  various  spirit  companibs. 

Q.  What  position  do  you  hold  in  the  Distilling  Company  of  America? — ^A.  I  am 
one  of  the  vice-presidents,  also  a  director. 

Q.  And  in  the  American  Spirits  Manufacturing  Company? — A.  President. 

Q.  Are  vou  connected  with  either  of  the  other  three  companies  that  entered  into 
the  Distilling  Company  of  America? — A.  I  am  president  of  the  Kentucky  DistiUeries 
and  Warehouse  Company. 

Q.  Are  you  connected  with  the  Standard  Distilling  and  Distributing  Company? — 
A.  I  am  a  director. 

Q.  And  of  the  Spirits  Distributing  Company? — ^A.  I  am  not  connected  with  it; 
have  no  official  connection. 

Q.  We  have  had  testimony  here  with  reference  to  the  development  of  the  whisky 
industry  in  this  country,  and  particularly  in  reference  to  these  largjer  combinations, 
that  has  brought  out  the  iacts  pretty  completely  before  the  formation  of  the  Ameri- 
can Spirits  Manufacturing  Company.  Can  you  tell  us  what  arrangements  were  made 
with  the  preceding  organization  by  the  American  Spirits  Manufacturing  Company 
when  it  was  organized? — A.  I  am  not  conversant  with  the  history  of  these  old  com- 
panies. My  comiujpf  into  this  business  was  comparatively  of  recent  date,  at  the  time 
of  the  formation  of  the  Kentucky  Distilleries  and  Warenouse  Company  last  winter. 
Of  course  I  had  a  little  knowledge  from  hearsay  with  regard  to  these  old  companies, 
but  no  official  knowledge. 

« 

PRICES — REBATE  SYSTEM. 

Q.  Perhaps  as  a  merchant  dealing  with  the  American  Spirits  Manufacturing  Com- 
pany yon  can  ffive  us  some  information  with  respect  to  the  prices  of  spirits  from 
the  time  of  its  formation  on,  in  a  general  way,  if  not  in  detail. — A.  I  can  do  that; 
yes. 

Q.  Will  you  be  kind  enough  to  tell  us  about  the  date  of  the  formation  of  the 
American  Spirits  Manufacturing  Company?— ^A.  I  can  not  tell  yon  that;  I  do  not 
know. 

Q.  Can  you  give  us  an  idea,  then,  of  the  course  of  prices  for  the  last  4  or  5  years? — 
A.  What  impressed  my  mind,  and  the  only  thing  that  I  could  tell  you  definitely 
abont,  was  that  period  during  which  the  rebate  system  was  in  operation,  when  the 
old  officers  of  that  company  exacted  at  times  very  high  prices  for  their  manufacture. 
The  system  was  this :  An  agreement  was  made  by  the  purchaser  at  the  time  of  every 
purchase  that  during  the  year  all  articles  which  he  used  that  were  manufactured  by 
the  American  Spirits  Manufacturing  Company  were  to  be  bouffht  from  that  company. 
He  was  not  to  buy  outside,  and  in  consideration  of  his  so  doing  he  was  promised  to 
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be  paid  at  the  end  of  the  season  or  year  a  certain  rebate  on  his  purchases.^  These 
rebates  were  represented  by  certifioates  issued  at  the  time  of  the  purchasoy  and  on 
the  indorsement  of  these  vonohers  for  deposit  in  bank  for  collection  it  was  ao 
arranged  that  this  agreement  was  made  a  condition  over  the  signature  of  the 
indorser.  That  was  m  effect  for  a  good  long  time ;  I  should  say  for  a  conple  of 
years,  according  to  the  best  of  my  reelection.  I  am  not  speaking  with  any  knowl- 
edge save  as  a  purchaser.  During  that  time  the  fact  that  the  trade  was  somewhat 
in  the  power  of  this  company  was  undoubtedly  used  to  extort  very  great  profits 
from  it. 

Q.  Were  these  rebates  paid  by  the  American  Spirits  Manufacturing  Company,  or 
by  the  old  Distilling  and  Cattle  Feeding  Company,  or  both  of  themf — ^A.  Botn,  to 
the  best  of  my  recollection.  I  am  not,  however,  sure  of  this;  it  is  a  very  indefinite 
thing  in  my  mind.  At  the  time  this  was  going  on  I  was  not  connected  with  these 
companies  at  all;  and  I  am  speaking  very  indefinitely,  of  course. 

Q.  About  what  time,  as  near  as  yon  can  recollect,  was  this  system  of  rebates 
given  upf — A.  I  should  think  it  was  something  like  three  or  four  years  ago. 

Q.  In  the  last  two  or  three  years,  then,  the  American  Spirits  Manufacturing  Com- 
pany has  not  been  following  this  rebate  system? — ^A.  Not  at  all.' 

PRSSBNT  policy:  LOW  PRICKS,  CASH. 

Q.  What  is  the  system  of  sales  now  f — ^A.  Thesystemof  Hales  now,  since  I  have  to  do 
with  it  officially,  is  this:  In  the  first  place,  we  have  reduced  our  selling  price  to  the 
very  lowest  possible  price  consistent  with  the  making  of  any  profit.  We  believe  it 
is  below  the  cost  of  manufacture  of  any  other  distiller.  We  make,  of  course,  a  very 
small  profit,  but  as  much  as  we  intend  to  make  for  a  good  long  time  to  come.  W^e 
have  settled  on  this  for  a  definite  policy  for  some  time.  We  are  concentrating  onr 
manufacture  in  a  very  few  plants  and  manufacturing  on  a  great  scale.  We  manu- 
facture much  cheaper  than  formerly,  and  wo  introduce  every  known  method  of  labor- 
saving  economies  of  all  sorts,  and  we  are  giving  the  purchaser  the  benefit  of  that. 
Of  course,  our  object  is  to  do  all  the  business  we  can,  like  every  manufacturer,  and 
we  do  it  by  selling  cheaper  than  other  people  do.  We  sell  for  cash,  practically.  We 
sell  the  high-proof  goods,  such  as  alconol,  and  our  terms  are  spot  cash,  sight  draft, 
with  bill  of  lading  attached,  carload  lots.  We  sell  to  large  ouyers;  our  business 
is  exclusively  with  them;  largely  with  the  branches  of  the  distributing  companies; 
not  only  with  those  controlled  by  the  Distributing  Company,  but  also  with  the  so- 
called  outside  branches,  those  that  have  arrangements  with  us  to  sell. 

Q.  When  yon  say, ''  We  do  so  and  so  A.  I  am  speaking  of  the  American  Spirits 

Manufacturing  Company  now. 

Q.  I  did  not  know  but  yon  were  speaking  of  the  foorf — A.  I  was  speaking  of  the 
one  alone. 

PROPORTION  OP  THE  WHOLE  OUTPUT  OF  THE  COUNTRY. 

Q.  About  what  proportion  of  the  total  output  of  the  country  at  the  present  time 
has  the  American  Spirits  Manufacturing  Company? — A.  About  85  per  cent. 

Q.  What  is  the  difi'erenco  between  t!io  nature  of  the  product  of  the  American 
Spirits  Manufacturing  Company  and  the  Standard  Distilling  and  Distributing  Com- 
pany, if  any  f— A.  In  tho  main  thoy  are  the  same,  although  the  Standai'd  Distilling 
and  Distril>uting  Company  manufacture  some  specialties,  gin  and  so-called  continu- 
ous distilled  goMls,  a  chcapor  grade  of  hisky,  and  they  also  put  up  their  goods  in 
some  cases  at  proof,  instead  uf  alcohol,  as  trade  requirements  may  dictate. 

Q.  About  what  per  cent  of  tho  output  is  under  the  control  of  the  Standard  Distill- 
injr  and  Distributing  Company  ?— A.  Rrighly,  I  should  say  about  85  per  cent  con- 
trolled by  them.  I  may  not  understand  your  qnes^  'on ;  I  have  got  this  thing  confused. 
I  should  have  said  the  American  Spirits  Manufacturing  Company  and  the  Standard 
Distilling  and  Distributing  Company  controlled  about  85  per  cent. 

Q.  About  how  is  the  percentage  distributed  between  the  twof — ^A.  The  Standard 
DiHtilling  and  Distributing  Company  produces,  I  should  say,  of  that  85  per  cent 
probably  50  per  cent. 

Q.  The  Spirits  Distributing  Company  is  entirely  a  distributing  company,  I  under- 
stand, and  18  not  a  producing  company  at  all? — ^A.  It  is  entirely  a  distiribnting  com- 
pany. It  owns  a  rectifying  and  compounding  establishment,  but  does  not  produce, 
as  a  manufacturer,  any  spirits  and  alcohol. 


>  See  Mr.  Clarke,  p.  171 ;  Mr.  MoNulta.  pp.  207. 210, 211  ,•  Mr.  Cook,  pp.  241, 242 ;  Mr.  LuytieB,  pp.  250, 251. 
*  iSee  Mr.  Clarke,  p.  181 ;  Mr.  Cook,  p.  244. 
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Q.  Is  that  mainly  a  diatribiitiDg  company  f — A.  Mainly  a  diBtilling  company. 

Q.  In  sj^ite  of  its  namef — ^A.  In  spite  of  its  name;  it  has  branches  of  distribntion 
also,  but  it  is  doing  less  in  proportion  than  it  formerly  did  as  compared  with  the 
Standard  Distilling  and  Distributing  Company. 

FRBSENT  PRICBS — RECENT  REDUCTION— <;HIEF  COMPETITOR. 

Q.  Ton  spoke  a  moment  aeo  of  the  number  of  distribnting  agents  that  yon  had. 
Is  the  work  of  distributing  the  product  largely  in  the  hands  of  any  one  of  these  four 
companies  that  entered  into  the  formation  of  the  Distilling  Company  of  America? — 
A.  The  larger  part  of  the  distribution  is  in  the  hands  of  the  Standard  Distilling  and 
Distributing  Company. 

Q.  Yon  said  the  prices  had  been  much  lessened  with  the  idea  of  making  a  small 

Cfit  and  extending  the  market  as  far  as  possible.    For  what  time  has  this  low  price 
n  held  on  spirits? — ^A.  It  is  about  6  weeks  that  the  present  prices  haye  been 
in  force. 

Q.  How  much  lower  are  the  prices  now  than  they  were  for  some  period  before  that 
time? — ^A.  The  basic  prices,  the  published  prices  of  the  companies,  are  about  4  cents 
lower  than  they  were;  but  for  a  long  time  the  policy  of  the  Standard  Distilling 
and  Distributing  Company  had  been  to  cut  prices  in  special  cases  where  competition 
was  very  severe  with  the  outside  dealers. '  Oi  course,  the  natural  tendency  had  been  to 
drift  to.  these  lower  prices,  and  a  considerable  part  of  the  business  was  being  done, 
before  this  complete  change  was  made,  at  these  low  prices,  quite  as  low  as  to-day ; 
but  within  6  weeks  the  basis  has  been  put  at  this  very  low  point,  so  that  all  sales 
are  now  made  at  these  figures. 

Q.  What  is  your  price  now  f ~A.  $1.22  per  high  proof  gallon. 

Q.  How  much  is  taxf — ^A.  $1.10;  12  cents  net  for  the  spirit. 

Q.  That  is  the  price  per  proof  g:allon  for  high  proof  goods?  Who  is  the  largest 
competitor  in  the  country  now  against  yourselves? — ^A.  The  Merchants'  Distillery  at 
Terre  Haute,  Ind. 

Q.  Have  you  knowledge  so  that  you  can  tell  about  what  proportion  of  the  total 
output  they  control  ? — A .  Yes ;  I  think  I  can  tell  you,  approximately.  They  are  mash- 
ing about  5,000  bushels  a  day  out  of  a  total  of  45,000,  practically;  47,000  perhaps  I 
should  say.^ 

Q.  A  trifle  over  10  per  cent? — ^A.  Something  over  that.  Of  course  I  give  that 
from  mere  hearsay  a^ain. 

Q.  Could  you  furnish  the  commission  a  list  of  the  prices  of  com  at  Peoria,  running 
back^  we  will  say,  for  two  years?    Com  is  your  chief  raw  material,  is  it  not? — A. 
Yes. 
•    Q.  Of  com,  and  of  your  finished  product? — ^A.  Certainly.' 

1  See  Mr.  Clarke,  pp.  178, 181, 183 ;  p.  188,  bottom, 
s  See  Mr.  Klce,  p.  ^C. 
*Tbe  folio  wins  table  gives: 

Average  pnceB  received  by  the  "tmst"  per  gallon  of  proof  spirlta. 

The  same  less  United  States  interaal  revenue  tax. 

Tbe  same  less  tax  and  rebates  when  rebates  were  given. 

Ket  amount  received  by  tbe  **  trust  '*  lor  the  spirits  obtained  from  1  bushel  of  com. 

Average  price  of  corn  per  bushel  at  Chicago. 

Difference  between  tbe  value  of  1  bushel  of  com  and  the  value  of  the  spirits  obtained  from  1  bushel. 

Tbe  estimated  amount  received  for  the  spirits  obtained  from  1  bushel  of  com  is  based  upon  the 
average  yield  per  bushel  reported  by  the  ^* trust"  for  its  distilleries  for  each  year.  This  differs  from 
the  average  yield  for  fdl  distilleries  in  the  United  States  as  reported  bv  the  Commissioner  of  Internal 
Bovenue.    ithe  figures  reported  by  the  ''  trust "  and  here  used  are  as  follows : 


Tear. 

Proof 
gallons 
per     1 
bushel.  1 

Year. 

Proof 
gallons 

pey 
bushel. 

Year. 

Proof 
gallons 

per 
bushel. 

Year. 

Proof 
gallons 

per 
bushel. 

igfii 

4.10  , 
4.45 
4.55 
4.62 

1888 

4.53 
4.64 
4.67 
4.71 

1882 

4.62 
4.07 
4.77 
4.66 

1896 

4.68 

1885. ..4 

1889 

1893 

1897 

4.60 

1888 

1890 

1894 

1898 

4.80 

1887 

1891 

1885 

1889 

4.68 

The  prices  of  spirit)  are  those  reported  by  the  "  trust."  The  prices  of  com  are  those  of  the  Chicago 
Board  of  Trade,  on  which  the  price  of  spirits  is  based;  see  Mr.  Bice,  p. 847.  Both  these  series  of 
prices  are  taken  for  the  most  part  from  the  reports  of  the  Peoria  Board  of  Trade,  the  principal 
diatilleries  of  tbe  "  trust"  being  situated  at  Peoria. 

(Footnote  continued  on  p.  816.) 
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Q.  P«oti«  (■  your  obiefmuiaractnring  point.  Is  it  not  t — A.  ThtttlaoDTchiefpomt. 

Q.  Have  yon  had  »Dy  inforrnktion  witti  referanee  to  the  method  of  orgmnizaaon  of 
th«  Si»tid*rd  Diatilliog  aoil  [>lHtrl bating  Compaii; — th«  ckpitaliEAtion,  the  «oat  of 
the  pUots,  etc.! — A.  No;  that  wnt  before  my  time. 

NUMBBR   OF  ALiCOBOL  PLAITTS   RUIIXINa. 

Q.  Yon  Bay  that  of  late  too  have  been  ooDoentrmtiag  the  Indoatr;  in  compara- 
tively few  plantat— A.  Speaking  only  of  alcohol. 

Q.  Speaking  of  alrohol,  bow  aiuns  diftilleiiea  h^  the  Americau  Spirita  Hanu- 
factnring  Company  ninniDg  dowT— A.  We  are  operating  6  at  the  present. 

Q.  Where  are  tlieae5  looatedf— A.  There  are  ^ of  them  in  Feotiaand  oneaftheni 
atTerre  Haate,  loii. 

Q.  How  doea  the  ootpat  of  these  5  diatilleriea  at  the  pteaeot  time  eompare  witli 


(CmtlBoaUoti  ot 
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the  onipnt  of  the  American  Spirits  Manafactnring  Company  2  years  agof  Is  it 
greater  or  less? — A.  It  is  larger. 

Q.  Do  you  know  how  many  distilleries  were  rnnning  at  that  timet — A.  I  oonld  not 
teU  yon ;  1  think,  thoneb ,  about  12. 

Q.  About  how  many  distilleries  are  rnnning  for  the  production  of  proof  spirits  in 
the  country  at  the  present  timef — A.  I  know  of  but  4  outside  of  our  distilleries. 

Q.  8o  there  are  only  9  or  10  in  the  whole  country? — ^A.  There  may  be  other  small 
ones,  hut  I  do  not  know  of  them. 

BBYERAOE  WHISKIES — TOTAL  OUTPUT— PROPORTION  CONTROLLED. 

Q.  What  is  the  nature  of  the  product  of  the  Kentucky  Distilleries  and  Warehouse 
Company  f — A.  Exclusively  Bourbon  and  rye  whisky  for  aging;  beverage  whiskies — 
whiskies  to  be  used  as  a  beverage.' 

1  See  Mr.  GUrke,  p.  168 ;  Mr.  Lny  ties,  p.  256. 
(Continuation  of  footnote  from  p.  81S.) 
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Q.  Aboat  what  proportion  of  the  output  of  compftniet  of  this  kind  does  your  com- 
pany control f — A.  That  is  a  very  difficult  qnestion  to  answer. 

Q.  Will  yon  explain  why  f — A.  We  have  been  in  operation  snch  a  short  time  that 
we  have  not  demonstrated  what  part  of  the  trade  we  can  control.  We  have  53 
distilleries,  whose  previous  output,  as  shown  by  the  tax  payments  on  whiskies  at 
these  distilleries  during  the  past  5  years,  warrants  us  in  believing  we  may  mana- 
facture  there  and  sell  9,500,000  gallons.  In  addition  to  that  we  are  operating  2 
very  large  cheap- whisky  distilleries,  the  output  of  which  is  dependent  upon  trade 
demands.  Our  assumption  is  we  shall  make  there  5,000,000,  making  a  total  of 
14.500,000  gallons  this  year.  It  would  appear  that  the  consumption  of  Kentucky 
whiskies  for  an  average  of  5  years  was  in  the  neighborhood  of  20,000,000  galloDS. 
So  we  shall  possibly  make  about  three-fourths  of  it. 

Q.  When  yon  speak  of  Kentucky  whiskies,  do  you  incldde  under  that  name  rye 
whiskies  made  in  the  £ast  alsof — ^A.  Ob,  no;  only  those  made  in  Kentucky. 

Q.  You  control  also  some  large  distilleries  that  manufacture  a  somewhat  similar 
product  in  the  Eastf — A.  We  do;  yes. 

Q.  What  are  thevf— A.  The  Hannis  Distillery,  the  Mount  Vernon  Distillery,  the 
Monumental  Distillery,  and  the  Philadelphia  Pure  Rye  Distillery,  all  in  the  East, 
and  one,  the  St.  Paul  JDistiUery— rye- whisky  distillery  also — in  the  West. 

Q.  Is  this  St.  Paul  Distillery  the  same  one  that  was  formerly  owned  by  the  Amer- 
ican Spirits  Manufacturing  Company  f — A.  The  same;  yes. 

Q.  It  was  owned,  also,  earlier  by  the  Distilling^  and  Cattle  Feeding  Company  f— A. 
That  was  back  of  my  time  aealn.    I  think  that  is  so. 

Q.  Has  it,  in  your  knowledge,  been  used  for  the  production  of  rye  whisky,  or  waH 
it  used  for  the  production  of  alcohol  earlier  f— A.  For  the  production  of  alcohol. 

Q.  With  reference  to  the  production  of  these  distilleries  you  have  mentioned 
in  the  East,  can  you  give  us  an  estimate  of  their  output,  so  that  we  can  form  a  pretty 
definite  idea  of  the  proportion  it  bears  to  the  total  output  in  this  country  that  is 
manufactured  for  aging f — A.  We  shall  make  about  one-sixth  of  the  output  of  the 
Eastern  ryes;  that  would  be  about  2,000,000  gallons. 

Q.  So  far,  then,  as  the  production  of  rye  whisky  is  concerned,  yon  come  a  long  way 
from  having  a  monopoly  of  the  product? — A.  We  come  a  long  way  from  monopo- 
lizing anything. 

Q.  At  the  same  time,  so  far  as  the  output  of  spirits  is  concerned,  you  come  well  on 
toward  90  per  cent  of  itf — A.  Yes. 

KENTUCKY  DI8TILLRRIS8  AND  WAREHOUSE  COMPANY  AND  OTHER  SUBORDINATE 

COMPANIES. 

Q.  You  are  familiar,  I  understand,  with  the  details  of  the  organization  of  these 
dinerent  companies  into  the  Distilling  Company  of  America.  Will  yon  tell  us,  to 
begin  with,  what  the  nature  of  this  organization — the  Distilling  Company  of  Amer- 
ica— is,  and  what  its  relation  is  to  the  different  organizations  that  came  into  itf  Tell 
us,  in  the  first  place,  your  general  plan  of  organization. — A.  You  would  like  me  to 
begin  with  the  Kentucky  Distilleries  and  Warehouse  Company? 

Q.  I  would. — A.  The  Kentucky  Distilleries  and  Warehouse  Company  was  orj^an- 
ized  about  February  last  for  the  purpose  of  purchasing  the  Kentucky  distilleries— 
solely  Kentucky  distilleries.  I  should  like  to  refresh  my  memory  with  figures  as  I 
go  along,  if  you  will  permit  me. 

Q.  Certainly.— A.  (Referring  to  memorandum.)  It  was  organized  with  an  author- 
ized capital  of  $12,000,000  of  preferred  stock  and  $20,000,000  of  common  stock. 

Q.  What  was  the  nature  or  the  preferred  stock? — A.  Seven  per  cent  cumulative. 
$10,500,000  of  the  preferred  stock  and  $18,500,000  of  common  stock  was  issued  hy  the 
company  for  property  purchased  and  for  a  working  capital  of  $1,500,000;  and  the 
properties  acquired  by  the  company  through  the  issue  of  said  stock  were  and  are 
the  Kentucky  distillery  properties  now  owned  by  that  company,  together  with  about 
90  per  cent  of  the  standard  brands  of  Kentucky  whisky. 

Q.  Do  I  understand  the  distilleries  cost  in  cash  $10,500,000?— A.  The  distilleries 
and  brands  cost  the  company,  together  with  the  working  capital  of  $1,500,000, 
$10,500,000  preferred  and  $18,500,000  of  common  stock,  as  I  have  stated.  A  propo- 
sition was  made  to  the  company  to  transfer  the  various  Kentucky. distilleries  now 
owned  by  the  company,  together  with  $1,500,000  of  cash- working  capital,  for  the 
full-paid  stock  as  stated.  This  left  in  the  treasury  unissued  $1,500,000  of  preferred 
stock  and  the  like  amount  of  common  stock.  Of  the  other  subsidiary  companies  I 
have,  as  I  have  stated,  no  knowledge  in  their  be^nning.  When  I  came  into  this  mat- 
ter they  were  in  existence  and  operating.  Their  capitalization  is  as  follows,  or  was 
at  that  time :  The  American  Spirits  Manufacturing  Company,  $7,000,000  of  preferred 
and  $28,000,000  of  common;  the  Spirits  Distributing  Company,  $1,250,000  of  first 
preferred  and  $1,575,000  of  second  preferred  and  $3,675,000  of  common. 
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Q.  Will  yon  give,  in  oonnection  with  the  amount  of  the  preferred,  the  nature  of  it; 
for  instance,  the  first  preferred,  what  was  the  per  centf — A.  I  think  that  is  6  per 
cent. 

Q.  Yon  have  not  the  figures? — A.  No.  The  Standard  Distilling  and  Distributing 
Company,  $8,000,000  of  preferred  and  $16,000,000  of  common. 

DISTILLING    COMPANY  OF  AMERICA. 

The  Distillinff  Company  of  America  was  incorporated  about  3  or  4  months  ago. 
It  was  created  for  the  purpose  of  purchasing  the  stocks  of  the  4  companies  I  have 
mentioned,  and  it  has  purchased  on  an  average  95  or  96  per  cent  of  the^e  stocks  and 
is  to-day  tne  owner  of  them.  The  capital  of  that  company  is  $55,000,000  preferred, 
$70,000,000  common,  of  which  $23,750,000  remains  in  the  treasury  of  the  company. 
The  balance  was  pidd  for  the  stock  of  the  underlying  companies  and  for  the  Phila- 
delphia Pure  Rye  Distillery,  for  the  money  subscribed  for  the  purchase  of  the  Hannis 
Distilling  Company's  distilleries,  and  $1,500,000  for  treasury  working  capital.  The 
Distilling  Company  of  America  is  not  an  operating  company ;  it  is  simply  a  majority 
stockholder  in  these  subsidiary  corporations ;  incorporated  under  the  laws  of  New 
Jersey. 

ADVANTAGES  OF  CONSOLIDATION. 

Q.  What  was  the  purpose  of  bringing  these  4  companies  together  into  this  new 
company,  which  should  not  be  an  operating  company  but  which  should  simply  con- 
trol the  majority  stock  of  each  one  of  them? — A.  It  was  believed  that  b3'  securing 
harmonious  operation  in  this  way  they  would  all  be  much  mure  effective,  as  they 
certainly  are,  than  operating  separately.  For  example,  the  business  is  very  much 
furthered  by  preventing  the  manufacture  of  spirits  in  the  State  of  Kentucky  and  the 
manufacture  of  whiskies  outside  the  State  of  Kentucky — outside  of  the  territory 
where  the  alcohol  is  made;  both  companies  benefit  largely  from  that  fact.  Also,  it 
was  possible  to  use,  of  course,  more  harmoniously  the  great  distributing  machinery 
of  the  distributing  companies  for  the  Helling  of  Kentucky  whiskies,  and  thereby  make 
a  great  saving  in  the  expenses ;  and  the  benefits  are  endless.  Any  great  business  of 
that  order  controlling  every  branch  of  the  business  naturally  works  to  the  advan- 
tage of  all.  Through  all  these  houses  we  supply  a  wholesale  dealer  with  ev<\rythiug 
he  uses  in  domestic  goods,  and  with  the  sale  of  one  of  course  we  get  the  trade  of  the 
others ;  so  they  are  m1  benefited. 

CONTROL  OF  CONSTITUENT  COMPANIES— PERSONAL   POWER  OF  DIRECTORS. 

Q.  The  officers  of  the  Distilling  Company  of  America  are  in  a  position  to  direct,  as 
much  as  they  think  wise,  the  action  or  each  one  of  these  separate  companies  f — A. 
They  naturally,  as  majority  stockholders,  control  the  board  of  directors  of  under- 
lying companies;  that  is  to  say,  they  have  men  who  are  guided  by  their  policy  and 
advice  in  the  board  of  directors. 

Q.  You  spoke  of  the  officers  of  the  Distilling  Company  of  America  being  majority 
stockholders  in  the  company? — A.  I  mean  officially  so,  of  course. 

Q.  Is  it  true  that  the  directors  have  personally  a  majority  of  the  stock  f — A.  They 
do  not  own  it  personally,  but  do  control  it.  The  directors  have  a  very  large  percent- 
age of  the  stock,  and  their  friends  have  a  great  deal,  and  they  have  a  very  large 
following.  They  are  men  who  understand  the  business  thoroughly  and  have  the 
confidence  of  the  stockholders,  and,  of  course,  control  a  majority  of  the  stock  in  that 
way ;  but  they  do  not  own  it  in  person. 

METHOD  OF  CONSOLIDATION. 

Q.  Will  you  explain  more  in  detail  than  yon  have  done  the  plan  by  which  the 
stocks  of  these  different  companies  were  purchased  with  stock  of  the  Distilling 
Company  of  America? — A.  The  Central  Trust  Company  of  New  York  received  as 
trustee,  or  whatever  the  relation  might  be,  the  stocks  of  these  merger  or  underlying 
companies  in  exchange  for  the  stock  of  the  Distilling  Company  of  America,  upon  a 
basis  which  you  have  there,  I  believe,  which  was  offered  through  the  public  press, 
giving  a  certain  percentage  such  as  they  deemed  best  for  these  different  stocks.  Of 
course  they  purchased  them  not  upon  an  equal  basis,  because  the  earning  capacity 
of  these  different  companies  was  not  equal.  They  tried  to  do  It  as  equitably  as  pos- 
sible, and  offered  as  equitable  prices  as  possible  upon  the  basis  of  their  earning 
capacity.  For  example,  the  Kentucky  Distilleries  and  Warehouse  Company  received 
85  per  cent  of  preferred  and  15  of  common  for  its  preferred  stock,  and  70  per  cent  of 
common  for  the  common  stock.  That  is,  70  per  cent  of  the  common  stock  of  the 
Distilling  Company  of  America  for  the  common  stock  of  the  Kentucky  Distilleries 
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and  WarehooM  Company.  The  others  were  proportionate,  as  their  earning  capacity 
was  estimated. ' 

Q.  In  order  to  carry  oot  this  plan  of  combining  these  different  organizations  into 
one  yon  had  a  eommittee  on  organization  appointed  to  attend  to  the  workf — A.  Yes. 

vj.  This  committee  on  organization  was  appointed  by  whomf — A.  It  was  largely 
inflnenced  by  those  men  who  owned  a  great  deal  of  stock.  This  thing  was  gotten 
up,  of  coarse,  for  the  purpose  of  carrying  through  the  combination  of  these  entire 
properties  for  the  trade  reasons  I  have  given  yon.  and  these  men  who  were  very 
neavily  interested  in  the  stock  were  naturally  the  movers  in  that  thing. 

Q.  In  selecting  a  conunitteef — A.  Yes. 

PROMOTBRS'  PROFIT. 

Q.  I  notice  that  in  the  proposition  made  here,  it  is  stated  that  there  was  pat 
into  the  hands  of  these  organizers  $31,250,000  preferred  and  $46,250,000  of  com- 


I  The  following  Is  the  deponit  agreemont  ander  which  the  ooneolidation  was  effeeted: 

Whereas  P.  I^wis  Anderson  and  Henry  D.  Maodona.  both  of  the  city  and  State  of  New  York, 
hereinafter  called  organisers,  propose  to  create  nnder  the  laws  of  the  State  of  Kew  Jersey,  or  of 
some  other  State  to  be  approved  by  the  counsel  of  the  organisers,  a  corporation,  to  be  known  as  The 
Distilling  C!ompany  of  America  (or  some  other  name  satisfactory  to  the  organ isers),  hereinafter  called 
the  corporation,  the  olject  of  which  cornoration  shall  be,  among  other  things,  the  mannfactore,  sale, 
distrlbation,  and  warehonsing  of  whisky,  spirits,  and  alcohol,  which  eorporatlon  shall  have  an 
authorised  capital  stock  of  one  hundred  and  twenty  Ave  million  dollars  ($125,000,000.00),  consisting  of 
fifty -flve  million  dollars  ($95,000,000.00)  preferred  stock,  evidenced  by  five  hundred  and  flftv  thousand 
(550,000)  shares  of  seven  per  cent.  {7%)  cumulative  preferred  stock,  and  seventy  million  dollars 
($70,000,000.00)  oommon  stock,  evidenced  by  seven  hundred  thousand  (700.000)  snares  of  common 
stook.  The  ciiarter  of  the  corporation  shall  contain  such  other  provisions  as  the  organisers  and  their 
counsel  may  approve;  and 

Whereas  there  have  heretofore  been  organised  and  are  now  in  existence  the  following  companies: 

(a)  American  Spirits  Manufscturing  Company  (hereinafter  called  Manufacturing  Co.),  organized 
nnder  ths  laws  of  New  York,  having  an  issued  capital  stock  of  seven  million  dollsrs  ($7,000,000.00) 
five  per  oent.  (5%)  noncnmulative  preferred  stock  and  twenty-eight  million  dollars  ($28,000,000.00) 
common  stock ; 

(6)  Kentucky  Distilleries  and  Warehouse  Co.  (hereinafter  called  Kentucky  Co.),  organized  nnder 
the  laws  of  New  Jersey,  having  an  issued  capital  stock  of  ten  million  flve  hundred  thousand  dollars 
($10,500,000)  seven  per  cent.  (7%)  cumulaflve  preferred  stock  and  eighteen  million  five  hundred 
thousand  dollars  ($18,500,000.00)  common  stock ; 

(0)  Spirits  Distributing  Company  (hereinafter  called  Distributing  Co.),  organised  nnder  the  laws  of 
New  Jersey,  having  an  Issued  capital  stock  of  one  million  two  hundred  and  fifty  thousand  dollars 
($1,250,000.00)  six  per  cent.  (6%)  cumulative  first  preferred  stook,  one  million  flve  hundred  ami 
seventy-flve  thoussnd  dollars  ($1,575,000)  two  per  cent  (2%)  noncnmulative  second  preferred  stock, 
and  three  million  six  hundred  and  seventy -five  thousand  dollars  ($3,(r75,000.00)  common  stock,  all  of 
aaid  oommon  stock  being  now  owned  by  the  Standard  Distilling  and  Distributing  Company,  herein* 
after  referred  to ; 

(d)  Standard  Distilling  and  Distributing  Company  (heretosfter  called  Standard  0>.),  organised 
under  the  laws  of  New  Jersey,  having  an  issued  capital  stock  of  eight  million  dollars  ($8,000,000.00) 
seven  per  cent.  (7%)  cumulative  preferred  stock  and  sixteen  million  dollars  ($10,000,000.00)  common 
stock;  and 

Whereas  the  organisers  contemplate  that  the  corporation  shall  aeqnire  and  become  the  owner  of  at 
least  a  mfOority  of  the  entire  issued  capital  stock  of  the  Manufacturing  Co.,  of  the  Kentucky  Co.. 
and  of  the  Standard  Co.,  and  of  each  of  them,  and  shall  also  acquire  and  become  the  owner  of  at 
least  a  mi^oi^^y  o^  ^^®  entire  issued  preferred  stock  of  the  Distributing  Co. ;  and 

Whereas  the  organizers  contemplate  that  the  corporation  ahall  acquire  and  become  the  owner  of 
either  the  rye  propertiea  hereinafter  named  or  of  the  entire  capital  stock  (less  snob  nominal  number 
of  ahares  as  shall  be  necessary  to  qualify  directors  thereof)  of  s  certain  other  company  which  may  be 
organised  (which  other  company  is  hereinafter  called  Rye  Co.),  and  which  Kye  Co.,  if  organized,  shall 
acquire  by  purchase  or  otherwise  become  the  owner  of  the  following  rye  distilling  properties: 

(a)  At  least  ninety-flve  per  cent  (05%)  of  the  entire  capital  stock  of  Hannia  DuUluzig  Company  of 
Philadelphia  and  Baltimore ;  and 

(ft)  St.  Paul  Distillery ;  and 

Whereas  the  organisers  further  contemplate  that  the  corporation  shall  be  fVimished  with  a  cash 
working  capital  of  at  least  one  million  flve  hundred  thousand  dollars  ($1,500,000.00) ;  and 

Whereas  the  organizers  contemplate  that  the  corporation  shall  retain  in  its  treasury  enough  of  its 
preferred  and  common  stock  with  whioh  to  enable  it  to  acquire,  if  in  ita  diseretion  it  soould  so  desire 
(but  without  any  obligatiou  so  to  do),  by  exchange  or  purchase,  or  otherwise,  all  of  the  remaining  stock 
of  the  Manufacturing  Co.,  of  the  Kentucky  Co.,  of  the  Standard  Co.,  and  of  the  preferred  stock  of  the 
Distributing  Co..  upon  the  same  or  a  similar  basis  to  tbst  herein  provided  for  the  acquisition  of  said 
mfljority  stock  of  the  Manufacturing  Co.,  of  the  Kentucky  Co.,  of  the  Standard  Co.,  and  of  said  m^ority 
preferred  stock  of  the  Distributing  Co. ;  and 

Whereas  the  organizers  farther  contemplate  that  in  addition  to  so  much  of  its  preferred  and  com- 
mon stock  that  is  to  remain  in  the  treasury  of  the  corporation  for  the  acquisition  hy  the  corporation 
of  the  remaining  stock  of  the  Manufacturing  Co.,  of  the  Kentucky  Co.,  of  the  Standard  Co.,  and  of 
the  preferred  stock  of  the  Distributing  Co.,  ss  hereinbefore  reciteo,  the  oorporation  ahall  alao  retain 
in  its  treasury  for  future  purposes  twenty-three  million  seven  hundred  and  fifty  thouaand  dollars 
($23,750,000.00)  of  its  preferrecf  stock  and  twenty-three  million  seven  hundred  and  fifty  thousand 
dollars  ($23,750,000.00)  of  its  common  stock ;  and 

Whereas  it  is  further  contemplated  that  the  organisers  shall,  as  a  pnrohase  price,  receive  from  and 
be  paid  by  the  corporation  thirty-one  million  two  hundred  and  fifty  thouaand  dollars  ($31,250,000)  of  its 
preferred  stock  and  forty -six  million  two  hundred  and  flay  thousand  dolUrs  ($46,250,000.00)  of  its  com- 
mon stock  for  all  of  the  said  issued  capital  stock  of  the  Manufacturing  Co.,  for  all  of  the  aaid  issued 
capital  stock  of  the  Kentucky  Co.,  for  all  of  the  said  issued  capital  stock  of  the  Standard  Co.,  and  for 
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mon  stoek,  for  the  pnrchase  of  the  entire  stock  of  all  these  four  eompanieSy 
which  on  the  basis  laid  down  in  the  plan  makes  $20,540,000  of  preferred  and 
$32,890y000  of  common  stock.  That  leaves  a  surplus  in  the  hands  of  these  organ- 
izers of  $10,710,000  of  preferred  and  $13,360,000  of  common ;  what  nse  was  to  be 
made  of  that  sorplns  left  in  their  hands? — A.  That  was  to  pay  as  far  as  it  was 
required  for  the  stock  of  the  underlying  companies  not  yet  deposited  with  the  Cen- 
tral Trust  Company.  Of  course  there  is  still  outstanding  stock  of  these  companies. 
Q.  The  $20,640,000  of  preferred  and  $32,890,000  of  common  stock  is  made  up  on  the 
basis  of  taking  in  all  of  the  common  and  all  of  the  preferred  stock  of  these  corn- 


all  of  the  aaid  iBsned  preferred  etook  of  the  DistribatlDg  Co.,  and  for  said  one  million  five  hundred 
thonaand  dollars  ($1,500,000.00)  cash  working  capital,  and  for  said  rve  properties  or  the  entire  capital 
stock  of  said  Bye  Co.,  leas  the  directors*  qiulifying  shares  aforesaid,  and  that  for  every  said  share  of 
said  stock  of  the  Manufacturing  Co.,  the  Kentucky  Co.,  the  Standard  Co.,  and  the  Bistributine  Co., 
not  tamed  over  and  transferred  by  the  organizers  to  the  corporation,  there  shall  be  deducted  and 

preferred  and 


carrying  out  this  agreement  the  Central  1  rust  Company  of  New  York 
(hereinafter  called  Trost  Company)  is  hereby  des&nated  and  made  the  depository  nerennder;  and 

Whereas  the  undersigned  are  respectively  the  bolders  and  owners  of  the  certain  number  of  pre- 
ferred and  common  shares  of  said  Manufacturing  Co.,  of  the  Kentucky  Co.,  of  the  Standaid  Co.,  and 
of  the  preferred  stock  of  the  Distributing  Co.,  set  opposite  their  respective  names;  and 

Whereas  the  undersigned  are  willing  and  desire  to  sell,  transfer,  and  assign  their  said  res])ective 
shares  to  the  organisers,  for  and  in  consideration  and  upon  the  basis  of  the  exchange  hereinafter 
specified ; 

Now,  therefore,  in  consideration  of  the  premises  and  in  farther  consideration  of  the  sum  of  one 
dollar  ($1.00)  to  each  of  the  undersigned  by  the  organisers  In  hand  paid,  the  receipt  of  which  by  each 
of  the  undersigned  is  hereby  respectively  acknowledged,  the  undersigned  do  hereby  severally,  but 
not  Jointly,  agree  to  and  with  the  organizers  as  follows: 

I.  The  undersigned  do  hereby  severally  agree  to  sell  to  the  organisers  and  do  deposit  with  the 
Trust  Company,  properly  indorsed  in  blank,  and  bearing  the  proper  revenue  stamps,  oert^cates  rep- 
resenting certain  of  the  preferred  and  common  shares  of  the  Manufacturing  Co.,  the  Kentucky  Co., 
the  Standard  Co.,  and  of  the  preferred  shares  of  the  Distributing  Co.,  the  amount  of  which  is  desig- 
nated opposite  their  respective  names.  The  Trust  Company  shall  issue  appropriate  temporary 
negotiable  receipts  evidencing  such  deposits. 

n.  For  each  of  said  preferred  shares  and  each  of  said  common  shares  so  deposlt«d  hereunder  the 
undersigned  respectively  shall  be  entitled  to  receive  item  the  Central  Trust  Company,  when  this 
agreement  shall  nave  become  operative  and  when  and  as  the  new  securities  shall  have  been  received 
by  said  Trust  Company,  the  following  : 

For  every  said  preferred  share  of  the  Manufacturing  Co.  fifty  per  cent  (50%)  thereof  in  preferred 
stock  of  the  corporation ; 

For  every  said  common  shore  of  the  Manufacturing  Co.  twenty -five  per  cent  (25%)  thereof  in 
common  stock  of  the  corporation ; 

For  overv  said  preferred  share  of  the  Kentucky  Co.  eighty-five  per  cent  (85%)  thereof  in  preferred 
8t4>ok  and  lilteen  per  cent  (15%)  thereof  in  common  stock  of  the  corporation ; 

For  every  said  common  share  of  the  Kentucky  Co.  seventy  per  cent  (70%)  thereof  in  common  stock 
of  the  corporation ; 

For  every  said  preferred  share  of  the  Standard  Co.  eighty-five  per  cent  (85%)  thereof  in  preferred 
stock  and  fifteen  per  cent  (15%)  thereof  in  common  stock  of  the  corporation ; 

For  every  said  common  share  of  the  Standard  Co.  sixty  per  cent  (60%)  thereof  in  common  btock 
of  the  corporation ; 

For  every  said  share  of  the  first  preferred  stock  of  the  Distributing  Co.  eighty  per  cent  (80%) 
thereof  in  preferred  stock  and  twenty  per  cent  (20%)  thereof  in  common  stock  of  the  corporation. 

For  every  said  share  of  second  preferred  stock  ot  the  Distributing  Co.  twenty  per  cent  (20%)  thereof 
inpreferred  stock  and  twenty  per  cent  (20%)  thereof  in  common  stock  of  the  corporation. 

III.  This  agreement  shall  not  become  binding,  operative,  and  effective  unless  there  shall  have  been 
deposited  hereunder  with  the  Central  Trust  Company  or  under  similar  agreements  certificates  repre- 
senting a  majority  of  the  entire  issued  capital  stock  of  the  Manufacturing  (/O.,  Kentucky  Co., 
Standard  Co..  and  of  each  of  them,  and  of  the  preferred  stock  of  the  Distributing  Co. 

The  Central  Trust  Company  may.  in  its  discretion,  in  lieu  of  the  actual  dspositwith  it  of  certificates 
for  shares,  accept  an  agreement  in  writing  to  make  such  deposit  upon  five  days'  notice  from  the  lYust 
Company  so  to  do ;  and  the  deposit  when  msde  shall  be  deemed  to  have  been  made  within  the  time 
limited  or  extended  as  herein  provided.  In  computing  a  minority  of  stock  to  render  this  agreement 
operative  there  shall  be  inclnaed  any  and  all  shares  as  to  which  obligations  to  deposit  the  same  shall 
be  accepted  by  the  Trust  Company. 

IV.  When  this  agreement  has  become  binding,  operative,  and  efibctive  the  Central  Trust  Company 
shall  deliver  to  the  State  Trust  Company  all  of  the  stock  deposited  hereunder  upon  the  Central  Trust 
Company  receiving  from  the  State  Trust  Company  shares  of  stock  of  the  corporation  adequate  and 
aoifioient  to  pay  the  said  pnrchase  price  of  the  stock  so  deposited  hereunder. 

V.  June  dOth,  1800,  is  hereby  designated  as  the  date  of  the  expiration  of  the  time  for  the  deposit  of 
the  shares  hereunder,  but  such  time  may  be  extended,  not  exceeding  thirty  days  thereafter,  by  agree- 
ment between  the  organizers,  the  Centrsi  lYust  CompiBny,  and  the  State  Trust  Company ;  ana  in  case 
the  State  Trust  Company  shall  not  within  thirty  days  after  said  June  30th,  1899,  or  after  the  expira- 
tion of  any  extended  time,  notify  the  Central  Trust  Company  that  the  organizers  are  ready  to  com- 
plete the  purchase  of  the  shares  so  deposited  hereunder,  the  shares  deposited  hereunder  shall  be 
returned  by  the  Central  Trust  Company  without  charge  to  the  depositors  of  the  same  respectively 
or  to  the  holders  of  said  receipts  upon  the  surrender  to  the  Central  Trust  Company  of  said  receipts 
duly  endorsed. 

Yl.  For  purposes  of  convenience  copies  of  this  instrument  may  be  signed,  and  when  so  signed  all 
of  such  copies  shall  be  considered  as  originals,  and  signatures  thereto  shall  be  considered  the  same  as 
though  .appended  to  one  copy  hereof. 

Yn.'Tne  deposit  with  the  Central  Trust  Company  of  shares  hereunder  shall  have  the  same  force 
and  eflbct  as  though  the  one  making  such  deposit  sl^ed  this  instrument. 

Dated  New  York,  June  21, 1890. 
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panien  on  the  basis  suggested.' — A.  There  was  a  certidn  amomit  of  this  stock  which 
went  to  the  subscribers  for  the  $3|500,000  that  was  nsed  to  parchase  the  Hannis  prop- 
erties and  this  $1,500,000  working  capital.  That  stock  was  divided.  I  ean  not  tell 
how  that  was  done.  There  waH  a  bonns  given  with  the  Htock,  as  is  always  given  in 
these  matters,  to  those  who  subscribed  that  $3,500,000.  There  was  $3,500,000  of  cash 
paid  into  this  Distilling  Company  of  America  proposition,  and  the  subscribers  got 
the  preferred  stock  and  a  bonns  of  common  stock. 

Q.  I  had  understood  from  the  statement  you  made  before  there  was  about  $1,500,000 
paid  inf— A.  No;  $1,500,000  of  working  capital,  and  about  $2,000,000  was  paid  for 
the  Hannis  properties. 

Q.  Do  you  include  in  that  the  St.  Paul  property  f— A.  The  Hannis  and  the  St.  Paul. 

Q.  That  was  $2,000,000?— A.  That  was  $2,000,000. 

Q.  That  was  paid  in  cash? — A.  That  was  paid  in  cash. 

Q.  Was  there  any  other  obligation  left  upon  these  organizers  of  the  companiee 
besides  turning  over  this  stock,  and  turning  over  the  Hannis  and  St.  Paul  distiller- 
ies f — A.  No. 

Q.  That  discharged  their  obligation  f — A.  Yes. 

Q.  After  they  have  turned  over  all  this  stock  of  these  different  companies  with 
these  two  distilleries  the  rest  is  their  profit  as  promoters?— A.  That  is  right. 

ANNUAL  KSQUIRSMSNT8  FOR  PREFBRRBD  STOCK  INCREASED. 

Q.  At  about  what  price  is  the  preferred  stock  of  the  Distilling  Company  of  America 
selling? — A.  About  43,  I  think. 

Q.  And  the  common ? — A.  About  14. 

Q.  In  this  organization  that  was  made  of  these  different  companies  was  there  a 
reduction  or  an  increase  of  the  fixed  charges  for  interest,  for  dividends  on  the  pre- 
ferred stock,  etc.,  made  by  the  combination? — A.  I  do  not  think  I  quite  understand 
your  question. 

Q.  Taking  all  the  preferred  stocks  of  the  original  companies,  of  course,  there  was 
a  certain  interest  charge  that  was  required.  Under  the  new  company  there  is  a  pre- 
ferred stock  of A.  $31,250,000. 

Q .  Seven  per  cent.  Now,  has  the  charge  upon  the  company  as  a  whole  been  increased 
by  the  change  or  decreased? — A.  Slightly  increased. 

Q.  Do  you  recollect  the  increase?— A.  About  $250,000  a  year,  I  think:  in  that 
neighborhood.  The  preferred  capitalization  has  increased  ft-om  about  $28,325,000  to 
$31,250,000— about  $250,000  increase.  I  can  not  say  exactly,  because  I  do  not  know 
exactly  the  rate  of  interest  on  the  old  preferred  stock;  but  it  is  about  $250,000,1 
think. 

DIVIDENDS. 

Q.  Do  you  recollect  whether  the  American  Spirits  Manufacturing  Company  had 
before  paid  its  dividends  on  iis  preferred  stock? — A.  It  had  not. 

Q.  Do  you  recollect  whether  the  other  companies  had? — ^A.  The  Standard  Dis- 
tilling and  Distributing  Company  had,  the  Kentucky  Distilleries  and  Warehouse 
Company  had  paid  one  dividend,  and  the  Spirits  Distributing  Company  had  paid 
dividends. 

Q.  Three  had?— A.  And  the  other  had  not. 

Q.  Under  the  new  organization  either  all  would  have  to  be  paid  or  none.  The 
point  is  this:  Before,  the  preferred  stock  was  divided  into  five  different  parts;  two 


1  See  tabular  statement  as  follows : 

Stock  of  companies  coruolideUed  and  onntMl  requirementt  qfpr^errtd  stock. 


Companies  consolidated.  (See 
deposit  agreement,  p.  820, 
footnote. 


MannfActnrinff  Co 

Kentucky  Co , 

Standard  Co 

Distributing  Co  .. 
Total 


Preferred 
stock. 

Rate. 

$7,000,000 

10, 600, 000 

8,000,000 

1,250.000 

1, 675, 000 

Psrct. 
5 
7 
7 

.  ,-f  6 
V2 

28,825,000 

Annual  re- 
quirement. 


$350,000 

735,000 

500,000 

75,000 

31,500 

1.761,500 


Common 
stock. 


$28,000,000 
18, 500, 000 
16,000,000 

I  8,675,000 


66,175,000 


Stock  of  Distilling 
Company  of  America 
required'  for  complete 
exchange. 


Preferred 
stock. 


$3,600,000 
8,925.000 
6,800,000 

1,315,000 


20,540,000 


Common 
stock. 


$7,000,000 
14,625,000 
10,800,000 

666,000 


32,890,000 


The  annual  dividend  requirement  of  $20,540,000  7  per  cent  preferred  stock  of  the  new  compaqy  !• 
$1,437,800,  $313,700  less  than  the  total  requirements  of  the  old  preferred  stocks. 
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might  and  the  other  three  miipht  not  pay  dividends;  hat  in  the  reorganization  with 
this  added  charge,  unless  all  can  he  paid  I  assome  none  can  be  paid  f — A.  Yon  must 
not  confuse  the  subject.  The  underlying  companies  are  absolutely  independent  of 
the  Distilling  Company  of  America.  These  companies  will  declare  their  dividends 
upon  their  eamiugs  if  the  directors  think  right,  just  ns  thev  have  doue  in  the  past. 
Of  course^  it  is  true  the  Distilling  Company  of  America  will  not  declare  a  dividend, 
except  for  the  benefit  of  all  that  part  of  the  holding  that  was  paid  for  these  stocks, 
but  the  underlying  companies  still  continue — some  to  declare  dividends,  others  not. 

Q.  So  far  as  the  minority  stockholders  are  concerned,  they  are  in  the  same  posi- 
tion as  before? — ^A.  Absolutely;  undisturbed. 

Q.  The  funds  from  which  the  Distilling  Company  of  America  must  pay  its  divi- 
dends, if  at  all,  come  i'rom  the  dividends  of  these  diiferent  companies  and  from  the 
frofits  of  these  new  companies— the  Hannis  Company  and  others  f — A.  That  is  right; 
will  say  these  rye  companies  are  to  be  incorporated  in  the  Rye  Distilling  Company ; 
so  that  will  be  a  subsidiary  branch  of  this  whole  organization. 

Q.  That  is  something  contemplated  f— A.  A  new  company  will  be  formed  to 
include  these  rye  distilleries. 

Q.  Under  these  circumstances  that  will  stand  as  another  subsidiary  company,  all 
of  whose  stock  will  be  held  by  the  Distilling  Company  of  America  f — A.  That  is 
right. 

ADVANTAGES   OF   NEW   JERSEY  CORPORATION  LAW. 

Q.  Yon  said  a  moment  ago  that  this  new  company,  the  Distilling  Company  of 
America,  was  organized  under  the  laws  of  New  Jersey.    Where  were  the  other  com- 

J>anies  that  have  gone  into  the  combination  organized? — A.  The  Kentucky  Distil- 
eries  and  Warehouse  Company  is  also  organized  under  the  laws  of  New  Jersey.  I 
can  not  say  positively,  but  my  impression  is  that  the  Spirits  Distributing  Company 
and  the  Standard  Distilling  and  Distributing  Company  are  also  New  Jersey  organ- 
izations: but  the  American  Spirits  Manufacturing  Company  is  organized  under  the 
laws  of  New  York. 

Q.  We  have  had  some  testimony  in  the  last  2  or  3  days  with  reference  to  the  rea- 
sons why  these  larger  organizations  in  so  many  cases  incorporated  under  the  laws  of 
Now  Jersey;  what,  in  your  judgment  and  the  judgment  of  the  other  men  in  this 
organization,  were  the  reasons  for  your  organizing  in  the  State  of  New  Jersey 
instead  of  New  York  or  Kentucky? — A.  Less  taxation  for  one  thing,  and  immunity 
from  liability  on  the  part  of  the  stockholders  and  officers  under  certain  conditions. 
We  do  not  have  to  publish  reports,  for  instance,  as  we  do  in  New  York  and  some 
other  States.    These  are  the  reasons,  so  far  as  I  understand  them. 

Q.  With  reference  to  the  publishing  of  reports  that  you  have  just  spoken  of,  there 
are,  I  believe,  under  the  statutes  of  the  State  of  New  Jersey,  certain  annual  reports 
with  reference  to  officers  that  are  to  be  filed? — A.  The  report  to  which  I  referred  is 
the  annual  report  filed  in  New  York,  which  if  not  filed  makes  the  officers  liable  for 
the  existing  indebtedness.  No  such  report  as  that  has  to  be  filed  in  New  Jersey. 
We  do  have  to  file  a  report  giving  the  names  of  the  officers,  etc.,  but  the  failure  to 
report  does  not,  as  I  understand  it,  subject  the  officers  or  stockholders  to  any  debts 
of  the  organization.    I  may  be  wrong;  I  am  not  a  lawyer. 

COMPUANCB  WITH  NEW  JERSEY  LAW. 

Q.  Do  yon  know  whether  these  annual  reports  have,  as  a  matter  of  fact,  been  filed 
in  the  State  of  New  Jersey  ? — A.  Of  our  companies? 

Q.  Of  the  four  companies? — A.  Yes;  I  think  they  have  all  been  filed;  that  is  my 
understanding. 

Q.  Have  yon  kept  for  each  one  of  these  companies  a  regular  transfer  office  in  the 
State  of  New  Jersey  ?— A.  Yes. 

Q.  Can  you  give  the  name  and  address  of  your  New  Jersey  agent? — A.  The  Ken- 
tucky Distilleries  and  Warehouse  Company,  and  the  Standard  Distilling  and  Dis- 
tributing Company,  and  the  Distilling  Company  of  America  have  as  their  agent  Mr. 
A.  Q.  Garretson,  whose  office  is  at  No.  1  Exchange  place,  Jersey  City,  N.  J.  The 
Spirits  Distributing  Company  is  represented  by  Mr.  George  P.  Vickers,  243  Wash- 
ington street,  Jersey  City,  N.  J. 

Q.  Are  the  certificate  and  transfer  books  of  these  three  companies  you  have  men- 
tioned as  represented  by  Mr.  Garretson  kept  in  his  office? — ^A.  It  is  my  understand- 
ing that  duplicates  of  them  are  kept  there,  and  that  the  stock  is  received  there  when 
presented.  The  general  transfer  books  are  kept  in  New  York  City,  but  at  any 
moment,  if  required,  they  would  be  sent  over  there  if  needed  for  any  purpose.  They 
are  kept  there  merely  as  a  matter  of  convenience.  We  keep  duplicates  there  at 
Garretson's  office. 

Q.  The  stock  has  been  received  there  and  stock  has  been  transferred  there? — A. 
Tea. 
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Q.  Is  there  kept  in  Mr.  Gaireteon't  oiBoe  a  list  of  the  stoekholdeiB,  with  addnai 
ana  amoant  of  holdiogsf — ^A.  Yes. 

Q.  Kept  posted  np  to  date f — A.  I  understand  so. 

Q.  Has  tbat  been  tmef— A.  In  tbe  pastf 

Q.  Yes. — A.  So  far  as  I  know  since  I  have  bad  anything  to  do  with  the  matter;  yes. 

Q.  Since  yon  have  been  an  officer f — A.  Since  I  haTe  been  an  officer.  I  haveDOt 
personally  seen  the  books,  bnt  it  is  my  nnderstanding  that  has  been  done  all  this 
time. 

Q.  So  with  xeHsrence  to  the  other  special  matters  required  by  New  Jersey  law,  bM 
Mr.  Garretson  kept  posted  in  a  conspicuous  place  the  names  of  these  compauies  he 
represents? — ^A.  That  has  been  done  continuously. 

Q.  Can  you  make  the  same  statement  with  reference  to  Mr.  Viokersf — ^A.  l^es. 

Q.  With  reference  to  the  stock  and  transfer  books  alsof — ^A.  Yes. 

INTBRNAL-RXVEMUS  RECEIPTS  WOULD  BE  GREATER  IF  THE  RATE  WERE  LOWER. 

• 

Q.  If  the  question  were  asked  about  the  opinions  of  those  in  the  spirits  mana- 
faoturing  business  in  this  country  as  to  au  abatement  of  tlie  internal-revenue  tax, 
could  you  make  any  statemeot  on  tbat  point  f — A.  Personally  I  think  the  tax  rate 
is  too  high  for  the  greatest  revenue  to  the  Government.  I  think  they  would  ^et  s 
greater  revenue  at  90  cents,  or  even  a  little  less,  tban  they  do  at  the  present  time.' 
Our  companies  are  not  interested  in  that  question  particularly;  I  can  not  say  that 
we  should  not  be  like  everybody  else^  glad  to  see  the  tax  rate  reduced;  but  I  do  not 
think  we  would  ask  for  it.  There  are  some  administrative  features  of  the  law  we 
should  very  much  like  to  see  chauged,  but  I  do  not  think  we  would  ever  take  any 
action  to  reduce  the  tax  on  whisky. 

OBSTBUCn^'E  REVENUE  REGULATIONS. 

Q.  What  changes  would  you  suggest? — A.  In  the  administrative  features  of  the 
lawf 

Q.  Yes. — A.  That  is  a  very  long  story.  The  law  is  very  obstructive  and  needs 
manv  changes.  We  are  terribly  nampered,  for  instance,  in  our  export  business. 
We  have  not  the  privilege,  for  example,  of  exporting  bottled  whiskies  in  bond  to 
foreign  countries.  We  are  not  permittea  to  bottle  and  retain  in  a  bonded  warehouse 
until  we  have  orders  for  shipment,  and  consequently  our  exports  are  delayed  two  or 
three  months  putting  up  special  lots  of  export  goods.  We  certainly  should  have  the 
privilege  of  keeping  these  goods  in  our  warehouse,  bonded,  the  same  as  barrels.  We 
can  not  detain  at  seaboard  either;  we  are  no  better  off  there;  but  must  send  them 
right  out  as  soon  as  they  are  put  up.  Just  to  show  you  how  remarkable  the  law  is 
in  many  respects^  we  have  the  privilege  of  exporting  whiskies  on  which  the  tax  is 
paid  and  obtaining  a  refund  on  the  whisky.  The  tax  is  kept  at  $1.10.  When  we 
export  whiskies  that  have  paid  $1.10  we  can  only  obtain  a  refund  of  90  cents,  because 
the  law  was  not  changed  to  include  the  change  in  the  tax  rates.  There  are  thon- 
sands  of  such  things  going  on  every  week  tbat  are  obstructing  our  business  and 
firom  which  the  Government  obtains  no  revenue  or  protection.  There  are  any  num- 
ber of  instances  of  obstruction  of  distilleries  tbat  are  perfectly  ridiculous,  that  have 
no  bearing  on  the  Government's  revenues  and  still  hamper  us  in  our  business.' 

ILLICIT  distilling;  the  result  of  too  high  a  tax« 

We  have  found  this  a  very  serious  matter,  one  which  interests  the  Government  as 
well  as  us.  In  this  country  lo-day  there  are  hundreds  of  distilleries,  little  bits  cf 
distilleries,  making  everywhere  from  1  barrel  to  10, 15,  nr  20  barrels,  that  can  not  be 
reached  by  the  Government  because  the  expense  would  eat  up  the  revenue;  and 
they  are  making  whisky  illicitly  every  day  lu  the  year.  There  certainly  ought  to 
be  some  method  provided.  I  would  suggest  m>  self  a  very  high  license  tax,  so  as  to 
prevent  a  man  from  running  such  a  distillery  so  long  as  the  laws  are  as  they  are; 
and  if  necessary  a  man  should  not  be  permitted  to  make  whisky  unless  on  a  suf- 
ficiently large  scale  to  Justify  putting  a  Government  officer  there  to  watch  it  and 
see  that  the  Government  got  the  tax  on  the  whisky.  Of  course,  we  are  interested 
in  that  because  we  pay  our  taxes,  and  the  Government  is  interested  because  it  wants 
to  collect  its  tax.  The  reduction  of  taxation  is  something  that  we  certainly  can  not 
say  anything  about.  I  do  personally  believe  the  tax  is  higher  than  the  Govern- 
ment can  collect.  I  do  not  believe  it  is  possible  for  the  Government  to  collect  $1.1^ 
in  a  g^reat  spread-out  country  like  this;  they  are  not  doing  it.  There  is  an  enormo* 
amount  of  illicit  whisky  made.    Of  course,  if  you  reduce  the  tax  to  a  point  wLe 

>  See  Mr.  MoNalta,  pp.  229-234 :  Mr.  Cook,  p.  243 ;  Mr.  Lnyties.  p.  S51. 
*  See  Mr.  Clarke,  pp.  182. 183 ;  Mr.  Luy  ties,  p.  259. 


THE  WHISKY  COMBINATIONS: — ^BBABLET.  825 

the  incentive  is  not  great  enough  they  will  stop  of  their  own  acoord.  If  you  go  to 
75  cents,  they  will  not  make  any  to  speak  of.  At  90  cents  they  will  make  compara- 
tively little. 

Q.  Your  judgment  would  be  that  with  a  tax  of  75  cents  and  a  more  complete 
collection  of  the  revenue,  the  revenue  would  be  as  great? — ^A.  In  my  judgment,  it 
would  be  greater. 

Q.  As  low  as  75  cents f — A.  I  think  so.  The  statistics  of  the  revenue  department 
show  the  greatest  revenue  per  capita  was  at  that  rate,  and  every  increase  has 
lessened  it  ordinarily.  It  does  not  come,  in  my  opinion,  from  the  increased  use.  If 
a  man  wants  whisky,  he  buys  it,  whether  at  $1.10  or  less;  but  it  comes  from  remov- 
ing the  incentive  to  illicit  distilling  and  robbing  the  Government. 

Q.  (B^  Mr.  Farquhar.)  Have  you  any  estimate  of  the  whole  amount  of  this 
illicit  distillation — the  increase  f — A.  No;  no  one  can  tell  that.  We  only  judge  from 
the  unlimited  opportunity  that  men  have  to  carry  on  that  traffic,  and  from  the  very 
great  number  of  seizures  made  of  illicit  stills,  which  is  only  a  small  percentage  of 
the  number  of  those  engaged.  ^  Many  of  them  have  been  running  for  years  before  they 
are  caught.  The  statistics  ^ow  that  every  increase  beyond  75  cents  has  lessened 
the  Government's  revenue:  and  that,  to  my  mind,  shows  how  great  the  iUicit  dis- 
tilling is. 

ILUCIT  STILLS  ALL  OVER  THE  UNITED  STATES. 

Q.  How  wide  is  tho  distribution  of  these  illicit  stills f  Is  it  local? — A.  Oh,  not  at 
all ;  it  is  all  over  the  United  States. 

Q.  Over  the  United  States? — A.  All  over  the  country;  greater,  perhaps,  in  the 
Atlantic  States,  in  the  mountains  of  the  Atlantic  coast  and  in  Tennessee  than  any- 
where else.  I  simply  made  that  statement  because  there  the  greatest  seizures  are 
made;  but  the  thing  is  done  right  along  in  New  York  City.  Some  of  the  biggest 
illicit  seizures  are  made  in  New  York  City.  Only  a  few  months  ago  one  was  seized 
there,  making  a  barrel  a  day  of  whisky;  and  it  had  been  running  for  two  or  three 
years  within  two  or  three  blocks  of  the  office  of  tbe  chief  of  internal  revenue — right 
in  the  middle  of  our  city.  What  is  to  prevent  if  the  incentive  is  sufficient?  I  can 
run  a  still  in  my  house  on  Fifth  avenue  for  five  years  and  defy  them  to  catch  me. 

PROFITS  OF  ILLICIT  DlisTILLIVG. 

Q.  (By  Mr.  Jenks.)  How  expensive  is  it  to  pot  up  a  still  that  will  manufacture  a 
barrel  a  day? — A.  It  could  be  done  for  $100;  but  the  profits  are  simply  terrific. 
They  make  a  profit  of  $30  or  $40  a  barrel ;  even  selling  at  tbe  actual  cost  of  whisky 
to  those  who  pay  the  revenue. 

Q.  (By  Mr.  Farquhar.)  How  large  would  the  distillery  have  to  be  to  justify  the 
Government  in  keeping  officers  there? — A.  It  is  customary  to  run  a  distillery  about 
200  days  in  the  year.  It  does  not  run  very  satisfactorily  in  hot  weather,  especially 
these  little  houses  where  the  facilities  are  poor.  The  cost  of  the  Government  officers 
would  be  probably  about  $2,500  a  year  to  the  Government,  and  they  would  have  to 
stay  there  after  the  operations  had  been  suspended  to  guard  the  whisky  that  had 
been  made;  that  would  be  about $8  per  day,  and  the  Government's  revenue  Avould  be 
about  $40  on  the  barrel  at  tbe  present  rate.  They  could  well  afibrd  to  put  two  men 
there  to  guard  that  distillery  if  they  were  making  a  couple  of  barrels  a  day — tbat 
would  be  about  25  bushels — but  they  do  not  do  it.  1  have  a  little  plantation  in 
North  Carolina  where  I  go  to  shoot  quail.  I  know  a  man  worth  $250,000,  and  he  has 
no  vocation  on  the  earth  except  running  a  little  still  on  which  by  no  possible  chance 
could  a  man  make  his  daily  bread  if  he  paid  the  tax ;  and  he  is  a  verjjr  rich  man.  It 
is  only  about  a  20-busbel  house,  but  he  is  the  richest  man  in  that  section  of  the  coun- 
try, and  owns  about  30,000  acres  of  land.  It  is  not  so  very  valuable  land ;  but  be  is 
rion ;  he  is  a  man  very  well  up — a  great  politician,  by  the  way,  and  runs  the  whole 
county. 

RETAILING  AND  CONSUMPTION  OF  ILLICIT  WHISKY. 

Q.  (By  Mr.  Kennedy.)  Bo  you  know  anything  about  the  sale  of  illicit  whisky  to 
the  retail  trade? — A.  I  have  a  food  deal  of  knowledge  on  tbat. 

Q.  Do  the  illicit  distilleries  divide  their  gain  with  those  who  sell  it? — A.  They 
have  to  give  a  little  of  it,  as  the  stuff  is  very  poor  and  they  have  to  give  a  bid  for  the 
business.  They  do  not  give  much.  I  own  two  very  valuable  trade -marks,  the  Old 
Crow  and  the  Hermitage.  These  trade-marks  are  pirated  all  over  the  country,  and 
I  have  a  man  seeking  constantly  for  the  infringers  of  them  among  the  retail  trade. 
I  got  one  year  in  New  York  City  over  3,000  bottles  of  whisky  bearing  tbese  labels.  At 
least  80  per  cent  of  that  was  illioit  whisky.  Of  course,  most  of  these  infringements 
occur  in  the  dives,  you  know. 

Q.  How  do  you  know  that?— A.  It  is  the  simplest  thing  in  the  world.     It  is  very 


1  For  the  nambor  of  suizares,  aee  p.  843. 
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poor,  has  got  a  nasty  lort  of  tmell,  and  anybody  familiar  with  it  can  tell  thainatant 
ne  puts  his  nose  over  it.  I  know,  of  ooarse,  that  was  supplied  by  these  fellows  to 
the  tenement  houses  all  aronnd  the  city — ^to  these  men  in  small  quantities  and 
bottled ;  and  there,  of  oonrse,  the  Qoyemment  officers  absolutely  lost  trace  of  it. 
There  is  no  wav  yon  can  trace  it  there,  and  it  is  a  favorite  method  of  distillers  of  the 
illicit  stuff.  I  have  informed  the  internal-revenue  offlcerst  but  they  did  not  seem 
inclined  to  take  it  up.    There  is  no  ouestion  the  country  is  full  of  it. 

Q.  Does  it  reach  the  better  class  of  retail  places f— A.  Very  little.  The  quality  is 
too  bad  for  that.  I  think  the  great  majority  or  bulk  of  it  is  stored  in  the  locaiitv 
where  it  is  produced,  probably.  The  difficulty  of  transportation  of  that  stuff,  where 
it  is  made  in  the  country,  would  make  it  probable  that  its  use  is  confined  to  the 
immediate  neighborhood!  of  the  stillhoose.  This  stuff  I  am  speaking  about  is  no 
doubt  made  in~  the  big  cities,  where  it  is  easy  to  get  it  into  the  saloons  without  discov- 
ery ;  but  the  thing  is  going  on  to  an  enormous  extent ;  there  is  uo  doubt  of  that.  How 
much,  you  can  not  teu,  until  ^ou  reduce  the  whisky  tax.  That  is  the  only  way  you 
can  get  at  it;  but  you  are  oftering  a  tremendous  premium  now  for  it.  You  know,  I 
snppoffc,  that  during  the  civil  war,  when  you  raised  whisky  to  $2,  the  revenue  ceased ; 
tbeOovemment  got  no  revenue;  practicallv  nothing  at  all. 

Q.  (By  Mr.  Jknks.)  Then  it  dropped  back  to  50  cents f— A.  Then  50  cents,  and  it 
went  to  a  tremendous  figure ;  and  75  cents  was  found  to  be  the  greatest  rcTenue- 
producing  rate.  This  is  too  great  a  country  to  watch  that  thing,  you  know ;  you 
can  do  it  In  England;  they  do  it  after  a  fashion,  because  they  cover  every  few  acres 
with  a  revenue  officer;  but  you  can  not  do  it  here.^ 

CHBAP  WHI8KIBS. 

Q.  You  said  some  time  ago  that  one  of  your  companies.  I  think  it  was  the  Amer- 
ican Spirits  Manufacturing  Company,  had  one  large  distillery  which  manufactured 
cheap  whisky  f — A.  Well,  all  these  distilleries  of  the  Standivd  Distilling  and  Dis- 
tributing Company  make  so-called  whisky;  it  is  not  whisky;  it  is  proof  spirits,  put 
up  in  charred  barrels  so  it  is  colored,  you  know,  and  sold  tor  cheap  whisky. 

Q.  I  was  going  to  ask  you  to  explain  that.— A.  It  is  not  whisky,  technically; 
technically  whisky  is  not  rectified;  that  is  to  say,  it  is  not  run  through  charcoal,  8o 
that  all  the  impurities  are  taken  out  of  it,  all  the  essential  or  fusel  oil;  it  is  tbe 
crude  distillation  for  the  fermentation  of  the  grain  or  mash,  and  depends  upon  the 
aging  or  oxidation  that  occurs  in  time  to  remove  these  oils  and  fusel  alcohols.  That 
is,  strictly  speaking,  whisky ;  the  other  is  spirits,  but  put  up  in  a  shape  that  causes 
it  to  be  designated  whisky  in  the  trade." 

Q.  Is  the  price  such  that  it  pays  to  make  that  stuff  in  any  large  quantity  instead 
of  making  the  pure  spirits f — A.  The  cheap  whiskies  you  have  reference  tot 

Q.  Yes. — A.  Those  whiskies  are  usually  sold  for  a  very  trifle  over  the  spirit  price; 
they  do  command  a  little  bit  higher  price;  you  see  they  are  in  condition  to  be 
bought  by  the  retailer  and  used,  as  he  gets  them.  The  high-proof  spirits  must  be 
rectified  under  the  rectifiers'  license,  changed  into  other  packages,  reduced  with 
water;  that  a  small  man  is  not  prepared  to  do;  so  it  does  command  a  price  a  very 
trifle  higher. 

THE  YIELD  PER  BUSHEL  OP  CORN. 

Q.  In  connection  with  the  figures  you  said  you  would  fbmish  me  with  reference  to 
the  price,  the  monthly  price  of  com  and  spirits,  could  you  add  also  the  average 
yiela  per  bushel  of  comT — A.  Yes.^ 

Q.  And  I  should  be  glad  if  you  could  run  that  average  yield  back,  say,  ten  years; 
the  annual  average.— A.  I  can  give  you  the  approximate  yield. 

Q.  The  average  yield  from  com  made  by  youi  distilleries  now,  I  suppose,  is  higher 
than  the  reports  of  the  internal  revenue  would  showf — A.  I  suppose  so. 

Q.  You  can  tell  us  the  yield  approximately  f — A.  Yes.  The  yield  in  the  alcohol 
distilleries  in  so-called  finished  goods,  that  is,  high  wines,  after  it  has  been  recti- 
fied in  charcoal^  is  about  4.80  gallons  of  proof  spirits  per  bushel.  The  yield  of 
the  whisky  distilleries  of  Kentucky,  for  instance,  is  about  the  same,  but  that  is 
not  what  corresponds  with  the  high  wines  of  the  alcohol  distillery,  and  would  be 
reduced  to  about  4.60  or  4.65  gallons  after  the  product  is  rectified;  it  is  now  barreled 
just  as  it  comes  from  the  still,  so  that  the  yield  in  the  alcohol  distilleries  is  a  little 
greater. 

PRICE  QUOTATIONS — HIOH  WINES— PROOF  SPIRITS. 

Q.  Your  basis  for  quotation  of  prices  is  proof  spirits,  now,  is  itf — A.  Yes. 
Q.  Some  years  ago  it  used  to  be  high  wines f — A.  Yes. 

*  For  table  of  revenue  and  apparent  conanmption  at  different  rates,  tee  p.  818. 
•See  Mr.  Clarke,  p.  168. 
■See  p.  216. 
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Q.  If  a  peraon  is  to  make  a  oomparison  between  early  prices  of  high  wines  and 
the  present  prices  of  proof  spirits  f — ^A.  It  makes  no  diiTerence. 

Q.  It  is  substantially  the  same f— A.  The  term  high  wines  was  more  descriptive 
of  a  kind  of  product,  and  prices  were  based  after  all  upon  proof  gallons,  so  that 
makes  no  difference. 

Q.  The  prices  were  the  same  although  the  name  is  different f — A.  They  were  the 
same;  yes. 

COMPOUNDING  OF  WHISKIES. 

Q.  In  connection  with  the  business  of  any  one  of  these  four  companies,  do  you  do 
any  compounding  of  whiskies  f — A.  Yes.  The  Standard  Distilling  and  Distributing 
Company's  branches  compound  and  make  up  all  combinations  in  which  spirits  are 
used  for  distribution  to  tne  trade  in  such  forms  as  they  require  them.  You  see,  for 
instance,  in  New  York,  the  distilleries  ''  bring  down''  the  high- proof  alcohol,  as  it 
is  technically  termed;  they  reduce  it  with  water,  and  barrel  it  half  proof  or  of  such 
strength  as  desired,  sometimes  adding  some  whisky  to  it.  That  is  done  in  all  our 
branches. 

Q.  Y'on  make  practically  any  kind  of  whisky  that  the  trade  wants f — A.  Anything 
that  is  wanted  we  mftke. 

KENTUCKY  WHISKIES. 

It  might  interest  yon,  possibly,  a  little,  to  hear  about  our  Kentucky  business, 
prices,  etc. 

Q.  Yes. — A.  We  acquired,  in  our  purchases  of  the  Kentucky  distilleries,  as  I  have 
said,  some  fifty-odd  distilleries,  and  among  them  nearly  all  of  the  valuable  trade- 
marks in  Kentucky.  There  are  but  very  few  left  outside.  Now,  trade-marks,  of 
course,  enable  us  to  obtain  a  better  price  for  the  product  thau  if  they  were  staple 
goods  without  a  name.  To  the  extent  that  we  manufacture  these  we  are  charging 
prices  that  are  a  little  lower,  but  not  much,  than  prices  heretofore  charged  by  the 
previous  owners,  over  a  series  of  years,  on  the  average.  In  the  very  large  staple 
whisky  distilleries,  however,  which  we  have  built,  and  which  are  now  operating,  we 
are  producing  a  very  good  whisky  and  selling  it  at  15  cents  a  gallon,  which  is  easily 
the  lowest  cost  ever  known  of  any  whisky  m^e  in  the  State  of  Kentucky ;  and  that 
we  are  selling  all  over  the  United  States  to  anybody  who  wants  it— a  good  whisky, 
but  without  a  trade-mark.  It  is  impossible  for  any  distillery  in  the  State  of  Ken- 
tucky, outside  of  this  company,  to  produce  that  for  15  cents ;  they  can  not  make  it. 
Of  course,  in  doing  that  we  are  serving  the  real  purpose  that  this  combination  was 
intended  to  serve  by  evolution. 

Q.  Cheap  production? — ^A.  Cheap  production;  we  still  make  a  profit  on  that 
whisky. 

THE  POLICY  OF  LOW  PRICES. 

Q.  I  understood  yon  to  say  that  your  prices  were  now  made  uniform,  under  the 
lat<est  plant— A.  The  alcohol  prices? 

Q.  Yes.  Would  you  not,  under  these  circumstances,  cut  in  special  localities,  to 
protect  your  custom  against  any  competitor  that  came  inf — A.  No.  Our  policy  now 
is  definite  for  a  year  ahead,  and  we  are  making  contract's  a  year  ahead  with  any- 
body who  wishes  to  make  them  at  that  price — ^$1.23 — for  high  proof,  and  we  propose 
to  adhere  to  that  without  any  regard  to  what  competitors  do.  We  do  not  aim  to 
monopolize  the  business.  It  is  not  necessary  to  do  that.  Yon  can  make  all  the 
money  you  want  by  simply  keeping  down  to  the  price  where  the  industry  will  not 
be  increased  as  to  production. 

Q.  You  are  making  your  prices  an  absolute  price,  for  a  year  ahead,  of  $1.23,  regard- 
less of  what  the  price  of  corn  is?— A.  No;  that  is  based  upon  the  corn  price — always 
upon  30-cent  corn.  Of  course,  all  these  prices  are  based  upon  a  stipulated  com 
]irice. 

Q.  Then,  as  a  matter  of  fact,  this  $1.23  is  simply  based  on  30-ceut  com;  if  the 
price  of  com  goes  np  the  price  of  whisky  goes  up  to  correspond,  and  if  it  lowers,  in 
the  same  way? — A.  Yes.  We  believe  that  alcohol  can  not  be  made  io  the  United 
States  by  anyone  for  less  than  $1.20,  and  if  they  are  selling  it  for  less  they  are  sell- 
ing it  at  cost.  We  are  makiuj^  a  fairly  good  profit,  {;ood  enough,  and  we  propose  to 
continue  on  that  basis  indefinitely,  if  we  put  it  much  higher  we  shall  have  com- 
petition as  sure  as  we  are  alive.  The  trust,  or  so-called  trust,  is  not  proof  against 
competition. 

RYE  WHISKY  COMBINATION. 

Q.  How  long  has  there  been  a  rye  whisky  combination  that  has  been  large  enough 
and  complete  enough  to  be  really  efficient  in  making  economies  in  the  trade? — ^A. 
Rye  whisky  f 
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Q.  Yes.— A.  There  nerer  was  snoh  ft  thing  until  we  had  pnrchaeed  these  few 
dietilleriee. 

COMPOUNDSR8  1NCRSA8ING — NO  DISCRIMINATION. 

Q.  (By  Mr.  Farquhar.)  Is  the  business  of  componnding — ^that  is,  the  business  of 
compounding  that  is  done  independent  of  distilleri6s--on  the  inerease  or  decrease  in 
the  country  f— A.  On  the  increase. 

Q.  Do  your  companies  ^ive  any  adyantage  to  the  compounders  oyer  and  abore 
other  dealers  in  proof  spirits f — A.  Right  along,  you  mean? 

Q.  Yes. — A.  You  mean  do  we  in  our  sales  f 

Q.  Yes. — A.  No,  sir;  do  discrimination  whateyer. 

KKNTI7CKY  WHI8KIR8 — OUTPCT—PORTION  CONTROLLED. 

Q.  How  far  does  your  combination  control  the  output  of  Kentucky  f — ^A.  We  hava, 
as  nearly  as  I  can  estimate — you  see  we  have  not  yet  demonstrated,  becaose  we  have 
only  run  6  months;  we  have  about  14^  million  gallons  out  of  probably  a  production 
in  Kentucky  of  20  million  gallons.  Of  course,  the  part  that  tnis  very  cheap  whisky 
of  ours  is  to  play  in  this  matter  remains  to  be  demonstrated.  It  may  monopolize 
more  of  the  business  than  we  think.  It  probably  will  encroach  more  upon  the  busi' 
ness  of  the  distillers  as  years  pass,  until  we  get  even  a  greater  percentage  of  it 
through  manufacturing  and  selling  so  cheaply,  out  my  estimate  for  this  year  would 
be  what  I  stated. 

FSW  PBRMANRNT  FORTUNES  HAVE  BKEN  MADE  IN  WHISKY. 

Q.  You  said  that  you  had  been  for  27  years  in  the  distilling  business  f — A.  Yes. 

Q.  Do  you  think  that  a  great  many  permanent  fortunes  have  come  out  of  the  dis- 
tilliug  business  in  this  country  f — A.  very  few. 

Q.  And  yet  there  have  been  enormous  profitsf— A.  Enormous  at  times.  The 
whisky  business  is  one  of  great  booms  and  great  depression,  due  to  the  law  at  timet 
and  to  the  fact  that  it  is  an  article  that  is  accumulated  in  enormous  quantities  and 
stored.  That  causes  tremendous  depression  and  enormous  booms,  you  know.  It  is 
a  very  peculiar  business  in  that  regard,  and  it  is  only  a  very  few  men  that  havo 
passed  through  different  stages  of  it  and  come  out  with  money.  I  know  perhaps 
half  a  dozen  men  in  the  country  who  have  considerable  fortunes. 

EXPORT  TRADE—UNNECESSARY  LEGAL  RESTRICTION. 

Q.  (By  Mr.  Jbnks.)  Have  you  some  further  general  information  to  givef  I  notice 
you  have  some  other  notes. — A.  I  have  a  table  of  exports  here  indicating  possibly  a 
stimulation  of  the  export  of  manufactured  products  to  foreign  countries,  due  to  the 
lessening  of  cost  of  production  through  these  combinations.  Of  course  that  is 
fomiliar  to  you.  I  thought  you  might  ask  my  views  on  that  subject,  and  I  prepared 
myself  to  tell  what  I  thought  of  it. 

Q.  I  should  be  glad  if  you  would  elaborate  a  little  upon  the  effect  of  combination 
in  the  export  traide. — A.  In  our  own  peculiar  business  we  have  had  but  little  time 
to  demonstrate  this  tbing,  but  if  we  had  relief  in  regard  toaome  of  these  legal  ob- 
structions, put  in  the  way  of  our  doing  it  as  it  should  be  done,  I  have  no  doubt  we 
could  greatly  stimulate  our  foreign  business.  I  know  it  could  be  done  in  alcohol  if 
we  had  one  privilege  that  was  asked  for  and  was  refused  by  Congress — that  is  the 
permission  to  transport  alcohol  from  the  distillery  to  the  seaboard  in  tank  cars. 
There  is  no  possible  reason  wh^  it  should  not  be  granted,  but  it  was  reAised.  It 
would  enable  us  tu  dispense  with  the  barrel,  which  is  a  very  large  element  of  the 
cost,  and  ship,  as  they  ship  petroleum,  in  tank  cars  to  the  seaboard,  and  then  in  tank 
vessels  abroad,  to  be  used  in  the  arts  and  manufactures.  It  could  be  handled  in 
that  way  without  any  difficulty.  A  large  quantity  is  used  in  the  manufacture  of 
smokeless  powder,  and  the  amount  used  is  something  terrific.  We  could  get  into 
trade  with  the  world  in  that  regard,  if  we  could  only  dispense  with  the  barrels. 
Of  course,  being  handicapped  by  these  things,  we  have  not  been  able  to  demon- 
strate what  we  could  do.  These  other  people  in  their  several  industries — ^iron, 
steel,  petroleum,  and  sugar  to  a  very  limited  extent — but  everything  tbat  is  made 
from  iron  and  steel — ^have  shown  that  by  reduction  of  the  cost  of  manufacture,  the 
business  in  foreign  countries  can  be  increased.^ 

WASTES  OF  COMPETITION. 

Of  course  it  needs  no  argument  to  you  gentlemen  to  demonstrate  that  you  can 
make  alcohol  in  a  distillery  mashing  15,000  busbels  of  grain  a  day  for  less  than  you 

>Bee  Mr.  licNulta,  p. 235;  Mr.  Cook,  p.2i5. 
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can  In  one  of  500. *  That  i»  too  easy;  and  also  yon  can  sell  it  mn ch  obeAper  to  the 
foreign  ba^er  if  in  all  the  rest  of  your  business  yon  are  enabled  to  dispense  almost 
entirely  with  the  services  of  salesmen,  traveling  expenses,  advertising,  and  aU  these 
things  which  eat  up  profits  of  manufacture.  There  is  no  doubt,  of  course,  that  all 
of  these  things  hurt  somebody ;  somebody  is  hit.  You  know  the  salesman  is,  but  to 
the  consumer,  who  is  a  thousand  to  one  of  those  people,  it  is  a  benefit.  We  are 
saving  probably  in  our  business  not  less  than  $1,000,000  a  year  in  the  Kentucky  end 
of  it  alone  in  salesmen,  in  their  traveling  expenses. 

Q.  Could  vou  give  a  definite  estimate  of  the  number  you  have  been  able  to  dispense 
with? — A.  About  300  salesmen. 

Q.  (By  Mr.  Farquhar.)  And  that  goes  to  the  benefit  of  the  consumer  in  lower 
prices  f — A.  We  are  selling  our  whiskies  at  15  cents  that  before  never  could  be 
manufactured  for  15  cents.  Of  course  the  thing  is  self-evident.  We  also  make 
better  profits,  but  we  do  not  take  it  out  of  the  consumer.  We  get  it  out  of  that 
great  middle  class,  you  know.  I  have  taken  a  very  great  interest  in  this  thing, 
more  for  amusement  than  anything  else.  I  do  not  need  it  in  my  personal  busi- 
ness, but  I  have  gone  very  extensively  into  the  figures  of  this  whisky  business. 
There  is  about  $40,000,000  lost  somewhere  between  the  distiller  and  the  con- 
sumer in  this  country.  It  goes,  of  course,  in  trying  for  trade,  for  business.  You 
will  see  about  the  town  here  *' Hunter  Whisky''  advertised  in  the  newspapers 
and  everywhere  else — electric  lights  blazing— and  all  this  costs  a  pile  of  money. 
They  have  salesmen  scouring  all  over  the  country.  All  that  thing  is  wrons; 
it  is  preposterous;  it  does  not  enable  the  consumer  to  get  better  whisky;  it  only 
makes  him  pay  a  better  price.  Coming  down  here  I  saw  on  the  street  two  shoe 
shops ;  Douglas  was  one,  and  the  other  I  do  not  remember.  They  are  very  great 
shoe  manufacturers.  They  have  shoe  stores  in  every  village  in  the  United  States, 
and  they  are  selling  right  to  the  consumer,  for  $2.50  and  $3.^,  ffood  shoes.  I  have  a 
pair  of  them  on  now,  and  they  are  good  enough  for  me.  That  is  what  this  thing  is 
accomplishing,  gentlemen ;  it  is  bringing  the  manufacturer  and  consumer  closer 
together  every  minute,  and  it  will  result,  just  as  all  labor-saving  machinery  has 
resulted,  in  the  saving  to  the  consumer  and  the  widening  of  his  purchasing  capacity. 
It  will  enable  him  to  use  things  which  he  never  dreamed  of  using  before,  and, 
iiltogether,  will  lifb  him  from  a  labor  animal  to  an  intelligent  and  happy  human 
being,  just  as  all  machinery  has  done.  This  is  one  of  the  great  biff  machines  that 
have  come  up  in  the  process  of  evolution.  We  are  ffoing  to  do  a  big  export  busi- 
ness in  our  commodities,  if  we  are  only  permitted  to  ao  it.  If  they  will  change  the 
law  for  us  and  give  us  facilities  for  doing  it,  and  not  restrict  and  hamper  us,  we  can 
supply  the  world  with  alcohol,  just  as  all  these  other  people  do  with  their  products. 
Look  at  the  petroleum  industry  and  see  what  they  are  doing. 

ALCOHOL  IN  THE  ARTS — CAN  NOT  BK  FRSED  FROM  TAX. 

Q.  (By  Mr.  Farquhar.;  You  have  stated  that  this  matter  of  transportation  was 
for  the  benefit  of  the  manufacturers  and  users  in  the  arts.  Do  you  know  about  what 
proportion  the  consamption  in  the  manufactures  and  the  arts  bears  to  the  bever- 
ages?— A.  No;  I  do  not  know  that. 

Q.  Pharmaceutical  f — A.  Here  in  this  conn  try  it  is  comparatively  little.  The  wood- 
alcohol  people  control  that  branch  of  this  industry,  but  abroad  our  sales  would  be 
almost  exclusively  for  that  use,  and  they  would  be  very  large. 

Q.  (By  Mr.  Jenks.)  Would  it  be  practicable  to  remove  the  tax  on  alcohol  wher- 
ever used  in  the  artsf — A.  No,  sir;  you  can  not  do  it  to  save  your  life.  Yon  would 
have  nothing  but  illicit  spirits  in  this  country. 

Q.  That  is  attempted  in  some  countries f— A.  It  is  done  in  England;  but  you  do 
not  want  to  forget  that  is  a  little  bit  of  a  country,  covered  all  over  by  intemal-reyeuue 
oflScers.    You  can  not  do  it  in  a  country  like  this. 

Q.  If  the  tax  were  reduced  to  75  cents,  do  you  think  there  would  be  an  increase 
in  the  consumption  in  the  arts  heref — >  There  Is  no  (juestion  about  it ;  and  you  will 
find  when  that  question  is  in  Congress  your  fight  is  going  to  be  with  the  wood-alcohol 
people. 

AN  AVOWED  MONOPOLY. 

Q.  (By  Mr.  Kennedy.)  Is  there  any  added  excellence  to  either  of  your  brands, 
Old  Crow  or  Hermitage,  since  your  combinations  were  effected f — A.  I  will  answer 
that  in  this  way:  We  are  able  to  exist  in  my  private  business  and  to  continue  our 
business  at  least  on  a  large  scale.  It  has  been  done,  perhaps  increasing  very  slightly, 
for  the  reason  that  we  are  protected  by  trade-marks.  We  have  a  great  protection, 
and  that  enables  us  to  get  very  great  profits — enormous  profits.  Out  of  tnese  profits 
we  pay  enormous  advertising  bills.    We  employ  skilled  salesmen,  and  we  use  all 

1  See  Mr.  Clarke,  p.  183. 
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these  efforts  which  have  been  made  to  assiure  this  trad&  to  keep  aliye  and  to  go  on. 
We  can  do  it  yet  Jast  as  in  the  past^  bat  it  is  an  artificial  thing.  The  consnmer  pays 
for  it — every  dollar  of  it — and,  while  it  lines  my  pockets  and  I  am  very  glad  to  go 
on,  it  id  not  a  good  gt^neral  policy  for  any  industry  in  the  United  States.  It  is  all 
right  in  my  private  business,  and  if  you  want  to  pick  out  a  monopoly,  and  one  that 
is  screwing  the  people  down  to  the  last  notch,  it  is  that  basiness  of  mine. 

Q.  You  mean  where  there  is  a  special  brand  f — A.  I  mean  special  brands  sold  on 
their  reputation,  and  the  effort  to  force  sales,  the  advertising,  and  pushing  and 
working  personally,  and  all  that  sort  of  thing. 

Q.  Well,  as  a  matter  of  fact,  is  that  special  brand,  or  either  of  those  special  brands 
of  yours,  any  better  now  than  they  were,  say,  1  year  agof — A.  No;  they  are  just  the 
same. 

CONSOLIDATION  WILL  RESULT  IN  IMPROVED  QUALITY. 

Q.  Well,  ^on  have  dispensed  with  the  services  of  300  salesmen  f — A.  Not  in  my 
private  business;  that  is  in  the  combination. 

Q.  That  refers  to  the  brands  of  that  company  f — A.  Yes;  they  have  been  enabled 
to  dispense  with  the  servicesofSOO  traveling  salesmen  who  were  originally  employed 
by  the  old  owners  of  these  distilleries.  I  do  not  mean  to  say  we  discharged  those 
men.  Most  of  those  men  are  still  working  for  the  old  owners,  but  when  that  whiaky 
is  sold  their  occupation  is  gone. 

Q.  Are  those  wniftkies  any  better  to-day  than  a  year  agof — ^A.  Veiy  mnch  better. 

Q.  The  whiskies  have  improved  in  qnality  f — A.  Oh,  no,  not  in  quality.  I  thought 
you  meant  in  a  trade  position. 

Q.  I  mean  the  quality  of  the  whisky  f — A.  The  qnality  of  the  whisky  nnder  oar 
manufacture  will  Improve,  but  we  have  not  improved  any  yet.  It  will  be  better, 
an<l  I  will  tell  you  why  that  is  so.  Under  the  old  arrangement,  where  the  stmegle 
for  existence  became  so  fierce  between  rival  manufacturers  that  they  resorted  to 
every  expedient  in  the  world  to  cheapen  their  production,  they  put  in  Kentucky  dis- 
tilleries what  are  called  "cookers.''  Properly,  they  are  never  used  except  for  the 
manufacture  of  alcohol  where  the  product  is  rectified  through  charcoal,  and  all  the 
bad  flavors  are  taken  out  in  that  way.  They  put  them  in  for  the  reason  that  they 
increased  their  yield  by  so  doing.  The  quality  of  the  whisky  deteriorated  tre> 
mendonsly,  and  of  course  they  did  everything  in  their  power  in  striving  to  reduce 
the  cost  in  that  way — any  old  way  to  get  out.  We  have  spent  hundreds  and  thou- 
sands of  dollars  ripping  the  cookers  out  of  the  distilleries  that  we  have  bought.  W> 
have  gone  back  to  the  old  methods  of  making  fine  whisky  in  every  single  instance. 
Even  these  cheap  whisky  distilleries  have  not  been  benefited  to  that  extent.  The 
product  of  these  distilleries  will  be  very  much  improved. 

HOW  THE  CON8UMKR  WILL  GAIN. 

Q.  What  I  wanted  to  get  at  is  this :  Do  not  the  retailers  still  sell  whiskies  of  this 
combination  at,  say,  10  and  15  cents  a  glass,  and  have  the  consumers  received  any 
benefit  from  this  great  Having  that  you  have  effected  by  dispensing  with  these  middle- 
men and  middle  agencies? — A.  They  will  when  the  goods  we  are  producing  are  fit 
to  be  used.  They  are  still  too  new.  They  must  have  some  age  before  being 
consumed. 

Q.  (By  Mr.  C.  J.  Harris.)  Yon  do  not  mean  to  say  the  saloons  will  make  any  dif- 
ference in  price,  do  youf — A.  I  beg  your  pardon;  I  did  not  say  that.  I  said  the 
whisky  will  go  toward  the  consumer  at  a  very  much  lower  price.  I  do  not  know 
what  the  retailer  will  do  with  it  when  he  gets  it,  but  he  is  still  open  to  competition. 
He  can  not  escape  that  altogether.  He  must,  I  believe,  give  some  part  of  that  sav- 
ing to  the  consumer.  And  not  only  that;  the  great  bulk  of  whisky  is  not  supplied 
to  the  couRumer  through  the  barrooms.  It  goes  to  them  through  stores  in  bottles, 
and  there  they  will  largely  get  the  advantage  of  it.    Competition  will  force  it. 

Q.  (fiy  Mr.  .Fbnkb.)  The  largest  proportion  goes  to  them  through  bottles f — A. 
Unquestionably.  The  present  concerns  in  that  branch  of  the  business  in  the  past 
few  years  have  grown  up  enormously.  The  business  in  bottled  whiskies  has  grown 
to  a  great  extent  through  branch  nouses  or  agents  of  distilleries.  Now,  in  New 
York  I  have  such  a  house,  and  we  are  doing  an  enormous  business  in  this  class  of 
whisky. 

Q.  (By  Representative  Livingston.)  It  is  used  by  persons  especially  in  the  cities 
and  counties  where  they  have  prohibition  f— A.  Yes.  Now,  nine-tenths — more  than 
nine- tenths— of  that  whisky  is  sold  in  grocery  stores.  You  can  go  into  a  barroom 
and  get  a  drink  of  it  if  yon  ask  for  it.  They  use  a  great  deal  in  the  grocery  stores, 
and  if  you  go  into  a  grocery  store  and  ask  for  whisky  of  any  kind  you  will  fet  a 
bottle.  If  uie  groceryman  is  selling  it  he  bottles  it  for  himself,  and  there  is  wnere 
the  great  dispensation  of  this  stuff  is  made,  and  not  in  the  barrooms. 

Q.  (By  Mr.  Kennedy.  }  When  the  traveling  salesmen  place  their  grievances  before 
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the  people  they  are  simply  making  yonr  arn^ment  for  vonf^A.  Wellfldo  not  know, 
I  think  we  must  consider  the  interest  and  benefit  of  the  millions  and  not  the  inter- 
est and  benefit  of  the  hundreds.  They  can  seek  other  occupations.  The  same  arfi^- 
ments  could  have  been  used  toward  the  sewine  machine  or  any  iabor>saving 
machine,  but  they  are  not  good  ones  and  never  wiU  be. 
(Testimony  closed.) 


Washington,  D.  C,  November  17,  1899. 
TESTIMOHT  07  ME.  SAMUEL  M.  EICE, 

Prendent  of  the  Diatilling  Company  of  America, 

The  commission  met  at  11.35  a.  m.,  Senator  Kyle  presiding.  Mr.  Samuel  M.  Rice, 
president  of  the  Distilling  Company  of  America,  was  introduced,  and,  being  duly 
sworn,  testified  as  follows : 

Senator  Kyle.  Please  state  your  name,  post-office  address,  and  business. — ^A.  Sam- 
uel M.  Rice,  No.  27  Wi]liam  street.  New  York  City ;  president  of  the  Distilling  Com- 
pany of  America. 

RECEIVERSHIP  OF  DISTILLING  AND    CATTLS    FEEDING    COMPANY — REORGANIZATION. 

Q.  (By  Mr.  .Jenks.)  We  have  had  some  testimony  regarding  the  earlier  combina- 
tions in  the  distilling  business,  particularly  with  reference  to  the  Distillers  and  Cat- 
tle Feeders'  Trast  and  the  Distilling  and  Cattle  Feeding  Company.  We  should 
like  to  have  you,  if  yon  please,  explain  to  us  the  orffanizatiou  tnat  succeeded  the 
Distilling  and  Cattle  Feeding  Company.  I  should  IIkc  to  have  you  explain,  in  the 
first  place,  the  organization  of  the  American  Spirits  Manufacturing  Company,  and 
the  way  in  which  it  took  the  plants  and  business  off  the  hands  of  the  Distilling 
and  Cattle  Feeding  Company.  Will  you  kindly  speak  freely  on  the  matter  of  that 
organization f — A.  The  Distilling  and  Cattle  Feedmg  Company  went  into  the  hands 
of  receivers  in  the  latter  part  of  Jannary,  1895.  At  that  time  there  were  three 
receivers  appointed;  two  of  them  resigned  later  and  Gen.  John  McNulta  became 
the  sole  receiver.  That  was  some  time  in  the  middle  of  March,  1895, 1  think.  As 
receiver  he  continued  the  operation  of  the  plants  under  the  direction  of  the  court; 
it  was  a  sort  of  business  that  could  not  be  wound  up,  the  lives  of  cattle  depending 
upon  the  operation  of  the  distilling  industry.  So  the  United  States  Government 
continued  m  that  business,  practically,  through  the  court.  A  reorganization  com- 
luittee  had  been  formed  in  New  York  City  representing  practicallv  all  the  stock  of 
the  company.  That  committee  finally  succeeded  in  having  the  plan  of  reorganiza- 
tion adopted,  and  some  time  in  the  month  of  Augnst,  1895,  under  the  order  of  the 
United  States  oircait  court,  certain  properties,  17  in  all,  were  purchased  by  the 
reorganization  committee  from  the  receiver. 

events  WHICH  LED  TO  THE  RECEIVERSHIP. 

Q.  Before  this  reorganization  plan  had  been  perfected,  before  the  Distilling  and 
Cattle  Feeding  Company  had  been  put  into  the  hands  of  a  receiver,  was  a  committee 
of  holders  of  rebate  certificates  organized  in  order  to  protect  the  interests  of  these 
holders  of  the  certificates  as  against  the  Distilling  and  Cattle  Feeding  Company? — 
Yes;  the  trade  became  restless;  they  feared  that  the  rebate  money  might  be  misap- 
propriated, or  used  for  other  purposes  than  the  purpose  it  was  originally  set  asiae 
for.  The  trade  had  the  impression,  it  was  generally  thought,  that  this  was  a  tnist 
fund,  and  that  it  was  kept  intact  for  the  benefit  of  the  owners  of  rebate  certificates. 
There  was  a  good  deal  of  criticism  at  the  time,  and  many  dealers  thronehout  the 
country  sought  methods  of  protection.  The  rebate  committee  was  formed  with  the 
intention  of  getting  such  in^rmation  as  they  could  of  the  condition  of  the  property, 
and  of  obtaining  some  safeguard  or  protection,  if  possible,  to  secure  the  payment  of 
the  money  due  the  rebate  holders. 

Q.  Were  you  yourself  a  member  of  the  committee f — A.  I  was  a  member  of  that 
committee. 

Q.  Had  they  had  reason  to  believe  that  this  money,  instead  of  being  kept  in  a  trust 
fnnd  for  the  payment  of  rebate  certificates,  was  beinff  used  in  other  waysf — A.  There 
was  a  saspicion  at  the  time  that  it  was  bein^  so  used,  but  there  was  no  real  knowledge. 

Q.  Did  the  investigation  of  this  committee  elicit  any  facts  on  the  subject f — ^A, 
Kot  in  the  investigation  of  the  rebate  committee. 

Q.  Did  the  action  of  the  rebate  committee  have  anything  to  do  with  throwing  the 
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company  into  the  hands  of  a  receiver f — A.  No;  bat  it  rather  precipitated  the  basi- 
nesB — hastened  it  along. 

Q.  What  were  the  immediate  canses  of  putting  the  company  into  the  hands  of  a 
receiver  f— A.  The  rebate  committee  was  organized,  if  I  recollect  right,  sometime  in 
Jane  or  July*  1894;  and  the  action  and  inrestigation  and  the  general  information 
elicited  by  this  rebate  committee  brought  about  a  protective  committee  of  stoek- 
holders.  The  stockholders  then  became  a  little  suspicious  of  the  management,  and 
a  protective  committee  was  organized  either  in  September  or  October,  1894 — some- 
where along  there—and  this  stockholders'  protective  committee  sent  notices  to  the 
large  holders  of  stock,  and  asked  for  proxies.  These  proxies  were  very  readily  given. 
In  the  couFHe  of  a  very  short  time,  this  committee  had  proxies  for  over  900,000  shares 
of  stock,  the  entire  capital  being  850,000  shares.  The  stockholders'  committee  then 
placed  itself  in  commnnication  with  the  officers  of  the  Distilling  and  Cattle  Feeding 
Company,  and  informed  them  that  they  represented  a  majority  of  the  stock,  and  that, 
having  heard  of  the  embarrassment  of  the  company,  or  the  alleged  embarrasament, 
they  were  prepared  to  tide  over  such  embarrassment  nntil  the  next  annual  election ; 
and  they  said  they  desired  a  meeting  with  the  officers  of  the  Distilling  and  Cattle 
Feeding  Company.  This  was  about  the  latter  part  of  January,  1885.  Hie  offleers 
then  agreed  to  meet  the  committee ;  but  instead  of  meeting  the  committee,  the  presi- 
dent went  to  Chicago,  and  made  application  for  a  receiver,  and  was  himseliL  upon  the 
application  of  holders  of  1,700  or  1,800  shares  of  stock,  I  think,  appointed  receiver, 
together  with,  I  think,  Edward  F.  Lawrence,  who  was  a  direotor  of  tne  Hist  National 
Bank  of  Chicago.  Those  gentlemen  were  appointed  receivers,  about  the  28th,  or 
somewhere  along  there,  of  January,  1895.  Two  or  three  days  thereafter, aiK>n  action 
on  the  part  of  the  stockholders'  committee,  Mr.  Qreenhnt,  who  had  been  appointed 
one  of  the  receivers,  was  removed,  and  in  his  place  was  substituted  John  J.  Mitchell, 
of  the  Illinois  TruHt  and  Savings  Bank ;  the  court  itself  appointed  Qen.  John  McNulta 
to  represent  the  court.    That  brings  us  down  to  the  triple  reoeivership. 

Q.  What  reasons  were  advanced  by  the  stockholders'  committee  to  the  court  for 
the  removal  of  Mr.  Greenhut  and  the'appoiutment  of  Mr.  Mitchell f — A.  That  there 
was  general  knowledge  that  Mr.  Greennnt  had  been  speculating  in  stock  of  the 
company. 

Q.  Was  that  proved  as  a  matter  of  evidence  before  the  court  f — A.  I  was  not  pres- 
ent at  the  court  proceedings.  I  do  not  know  that  any  evidence  was  introduced 
before  Judge  GroBscup.  He  acted  instantly  and  removed  Greenhut  and  appointed 
Mitchell. 

Q.  Representntions  were  made  beforehand  which  caused  them  to  believe  it  to  be 
truef — A.  Judge  Grosscup  believed  it. 

Q.  Sothatit  was  really  on  that  basis  that  he  was  removed;  that  he  had  been  specu- 
lating in  the  stock  of  the  company  himself f — ^A.  We  presumed  so;  I  have  no  donbt 
of  that  fact  myself. 

Q.  That  was  a  generally  understood  matter  by  the  stockholders,  was  it — a  matter 
of  general  belief  T— A.  It  was  generally  suspected. 

PROPERTY  AND  CAPITALIZATION  OF  THE  DISTILUNG  AND  CATTLK  FBBDINO  COMPANY 
AND  THE  AMERICAN  SPIRITS  MANUFACTURING   COMPANY. 

Q.  Yon  say  the  American  Spirits  Manufacturing  Company  took  over  17  plants. 
About  how  many  plants  did  the  Distilling  and  Cattle  Feeding  Company  ownf — A. 
The  Distilling  and  Cattle  P^eeding  Company  was  the  outcome  of  the  Distillers  and 
Cattle  Feeders'  TruHt.  The  Distillers  aud  Cattle  Feeders'  Trust  commenced  with 
about— that  is,  did  not  commence,  but  commanded  about  80  plants;  that  is,  80  plants 
became  the  property  of  the  succeeding  corporation— the  Distilling  and  Cattle  Feed- 
ing Company— but  the  plants  purchased  by  the  American  Spirits  Manufacturing 
Company  numbered  17.^ 

Q.  Seventeen  of  the  largest  and  best  plants  f — A.  Seventeen  practical  plants. 

Q.  What  was  the  capitalization  of  the  Distilling  and  Cattle  Feeding  Company? — 
A.  Thirty-five  million  dollars. 

Q.  And  the  American  Spirits  Manufacturing  Company? — ^A.  Seven  millions  of  pre- 
ferred and  twenty-eight  millions  of  common ;  the  same  amount. 

Q.  Aud  still  they  took  over  very  much  less  than  half  of  the  plants,  although  the 
capitalization  remained  the  same.  What  proportion  of  the  value  of  the  plants  did 
they  take  over f— A.  The  explanation  of  that  is  this:  The  17  plants  represented  the 
value,  and  the  remaining  plants  represented  burden.  In  other  words,  the  only  thing 
of  value  that  the  company  owned  were  these  17  plants.  The  others  had  been  dis- 
mantled; thev  were  badly  located,  and  bad  been  simply  taken  in  by  this  Distillers 
nnd  Cattle  l-'eeders'  Trust  because  they  were  disturbing  elements,  and  it  was 
thought  wise  to  take  them  out  of  the  way. 


1  See  Mr.  Clarke,  p.  176. 
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Q.  So  that  they  were  taken  in  really  to  remove  them  from  the  competitire  field  f — 
A.  1  wonld  hardly  sav  that.  They  were  not  well  sitnated  for  competitive  pnrpoees. 
But  a  man  can  manafaotnre  ^^oods  and  lose  money  and  naturally  be  a  party  to  over- 
production, and  thus  cause  general  demoralization  to  business. 

BXCHAN6B  OF  NSW  STOCK  FOR  OLD. 

Q.  About  what  was  the  value  of  the  stock  of  the  Distilling  and  Cattle  Feeding 
Company  at  the  time  it  went  into  the  hands  of  the  receivers f— A.  It  was  about  $8  a 
share. 

Q.  The  Araerioan  Spirits  Manufacturing  Company,  in  organizing  with  the  same 
capitalization,  was  then  organizing  with  its  stock  verv  decidedly  below  par,  was  itf — 
A.  It  had  nothing  to  do  with  the  stock;  it  was  simply  an  exchange.  The  reorffani- 
zation  committee  simply  issued  its  certificates  against  the  stock  of  the  Distilling 
and  Cattle  Feeding  Company,  and  had  nothing  to  do  with  fixing  the  capitalization. 
It  simply  became  the  agent,  and  merely  gave  as  much  stock  as  received.  It  never 
fixed  tne  capitalization,  and  in  fact  had  nothing  to  do  with  it. 

Q.  You  siN>ke  of  there  being  seven  millions  of  preferred  stock  and  twenty-eight 
millions  of  common  stock.  On  what  terms  was  the  stock  of  the  Distilling  and  Cattle 
Feeding  Company  received  in  exchange  for  thin  preferred  and  common  stock  f— A. 
Twenty  per  cent  was  ffiven  in  preferred  stock  and  80  per  cent  in  common  stock, 
which  makes  seven  millions  preferred  and  twenty-eight  millions  of  common. 

Q.  Had  there  been,  before  the  appointment  of  the  receivers  of  the  Distilling  and 
Cattle  Feeding  Company,  other  suggestions  and  other  plans  of  reorganization  pro- 

Eosed  t — A.  Plans  had  been  proposed  by  the  management  and  submitted  to  the  stock- 
olders;  but  they  were  not  well  received,  and  that,  of  course— the  managers  not 
being  able  to  carry  through  their  own  plans  of  readjustment— naturally  lost  the 
confidence  of  the  stockholders. 

Q.  (By  Mr.  Farquhar.)  Was  it  on  account  of  loss  of  faith  in  the  officers  of  the 
company? — A.  Naturally  supposed.  I  can  not  go  into  the  thoughts  of  the  stock- 
holoers. 

MARKET  VALUES  OF  OLD  AND  NEW  STOCKS. 

Q.  (By  Mr.  Jbnkb.)  What  was  the  average  value  of  the  stock  of  the  American 
Spirits  Manufacturing  Company  for  a  year  succeeding  the  reorganization  f — A.  The 
preferred  stock  variedi  since  the  organization,  ftom — this  is  not  accurate— I  should 
say,  roughly,  from  16  to  40. 

Q.  And  the  comment — A.  And  the  common  from  5  to  about  15,  or  something  of 
that  sort. 

Q.  What  had  been  the  value  of  the  stock  of  the  Distillinff  and  Cattle  Feeding 
Company  earlier  than  that,  before  these  troubles  arose  f  Had  the  stock  ever  sold 
very  much  higher  f — A.  The  stock  sold  at  one  time  in  the  neighborhood  of  70,  and 
there  was  great  speculation  in  the  stock  at  various  times.  That  seemed  to  be  the 
principal  business. 

Q.  When  the  Distilling  and  Cattle  Feeding  Company  was  organized,  how  much 
stock  was  issued  per  $100  of  cash  value  of  the  plants f — A.  I  have  no  knowledge. 

Q.  Were  you  yourself  in  the  distilling  business  at  that  timef — A.  Not  as  a  dis- 
tiller; I  was  as  a  salesman  and  agent  and  distributer.  I  was  selling  spirits,  not 
manufacturing  spirits. 

Q.  But  you  say  that  the  stock  had  varied  from  60  and  70  down  as  low  as  8f  — A. 
Tes. 

Q.  (By  Mr.  Farquhar.)  Did  that  occur  from  the  amount  of  stock  thrown  on  the 
market  or  the  shrinkage  of  the  real  stock  itself  f — ^A.  That  is  a  Wall  street  question ;. 
I  can  not  answer  that. 

Q.  Welly  your  own  Judgment  about  the  thing f — ^A.  My  own  judgment  is  that  if 
there  are  more  sellers  than  buyers  stocks  will  go  down.  If  there  are  more  buyers 
than  sellers  stocks  will  go  up. 

CASH  VALUE  OF  PLANTS. 

Q.  (By  Mr.  Jbnks.)  When  these  seventeen  distilleries  of  the  Distilling  and  Cattle 
Feeding  Company  were  bought  up  bv  the  American  Spirits  Manufacturing  Company, 
was  any  definite  appraisement  maae  of  the  value  of  the  plants  f — A.  No  definite 
appraisement.  The  values  were  as  accurately  arrived  at  as  possible  by  experts  of 
the  reorganization  committee. 

Q.  About  what  was  the  cash  value  f — ^A.  At  the  outside,  about  ten  and  a^half 
millions  represented  the  real  value  of  these  plants. 

Q.  So  that  the  stock  that  was  issued  in  payment  for  them  was  supposed  to  be 
something  over  3  to  1  of  cash  value f — A.  No;  the  reorganization  committee  had 
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nothing  to  do  with  that  whatever;  they  had  to  hor  the  practical  operating  plaots 
of  the  iMstillinff  and  Cattle  Feeding  Company,  so  that  they  coald  continne  hi  boai- 
ne88— 8o  that  the  now  organization  could  continne — bnt  the  capitalization,  or  the 
relative  value  of  one  stock  aa  compared  with  another,  can  not  enter  into  the  calea- 
lution.  The  reorganization  committee  simply  exchanged  oertifieates,  and  gave  ai 
much  par  value  in  retnm  as  they  reeeived. 

Q.  ])nt  your  presumption  was  that  there  were  about  ten  and  a  half  miUions  of 
cash  valuation,  as  nearly  as  you  oonld  get  at  it,  and  there  were  thirty-fire  millioiu 
of  stock^rather  more  than  three  times  the  face  yalae.— A.  No;  it  was  paid  for  in 
stock. 

TUB  RKBATK  BY8TBM. 

Q.  Yon  have  spoken  of  the  rebate  svstem  of  the  Distilling  and  Cattle  FeediD|F 
Company.  What  was  the  amount  of  the  rebates  that  were  paidf — ^A.  In  a  genersl 
way  the*rebate  was  7  cents  a  gallon. 

Q.  Did  that  all  );o  to  the  wholesaler,  or  was  it  divided  between  the  wholesaler  and 
distributer? — A.  The  distributer  received  2  cents  and  the  jobber  5  cents. 

Q.  Did  the  rebates  vary,  or  was  this  the  one  and  only  ratef — ^A.  There  were  several 
forms  of  rebates.  I  was  not  familiar  with  the  business  at  that  time  except  in  a  gen- 
eral way;  knew  very  little  about  it  except  from  general  information. 

Q.  That  was  the  most  common  form  ox  rebates,  as  you  nndarstoodf — ^A.  That  was 
the  most  common  form  of  rebates. 

Q.  Did  the  American  Spirits  Manniaotaring  Company  continue  the  rebate 
system  f — A.  No. 

Q.  Has  the  American  Spirits  Mannfactnring  Company  employed  the  rebate  system 
at  all  t— A.  No.i 

SPIRITS  DISTRIBUTIHa  COMPANY. 

Q.  BoHidos  the  American  Spirits  Mannfactnring  Company,  which  has  continued  to 
the  jiresent  time,  there  are  atso  two  or  three  other  companies  that  united  with  them 
in  forming  the  Distilling  Company  of  America,  I  believe.  What  other  companies f— 
A.  Shortly  after  the  organization  of  the  American  Spirits  Manufacturing  Company, 
there  was  formed  the  Spirits  Distributing  Company,  organized  under  the  laws  of 
New  Jersey. 

Q.  Shortly  after  the  orfl»nization  of  the  American  Spirits  ManufiMturing  Com- 
pany f — A,  Yes;  earl^  in  1896. 

Q.  Will  you  describe  to  us  briefly  the  organization  of  this  Si>irits  Distributing 
Company  f  Tell  what  connection  it  had  wiSi  the  American  Spirits  Manu^ctnrin^ 
Com^iany^  if  any. — A.  The  American  Spirits  Manufacturing  Company  had  no  facili- 
ties ior  distributing  Its  product,  and  it  was  deemed  advisable  to  have  an  effective 
channel  of  distribution;  so  the  Spirits  Distributing  Company  was  formed  for  the 
purpose  of  distributing  the  product  of  the  American  Spirits  Manufacturing  Com- 
pany. Its  capital  was  $1,250,000  of  first  preferred,  $1,575,000  of  second  preferred, 
and  $3,675,000  of  common;  the  common  belonging  to  the  American  Spirits  Manuflftc- 
turing  Company. 

Q.  It  was  owned  by  the  American  Spirits  Manufacturing  Company f— A.  Tea,  to 
continue  control. 

Q.  What  were  the  terms  of  the  preferred  stock— the  first  preferred  and  second 
preferred f— A.  The  first  preferred  was  7  per  cent  cumulative;  the  second  preferred 
was  6  per  cent  noncumulative. 

Q.  Were  an y  pre  ferences  in  the  way  of  voting  power  ^iven  to  the  preferred  stock  f— 
A.  None  at  all.  It  was  intended  that  the  American  Spirits  Manufacturing  Company 
should  retain  control  through  its  ownership  of  the  stock. 

Q.  Was  the  ownership  of  the  preferred  stock  largely  in  the  hands  of  the  American 
Spirits  Manufacturing  Company  f — A.  The  subscription  of  the  nreferred  stock  was 
offered  to  the  stockholders;  it  was  underwritten,  and  such  of  tne  stock  as  was  not 
subscribed  was  taken  by  the  underwriters,  as  these  things  are  generally  done. 

Q.  So  it  was  really  intended  to  be,  and  has  since  been,  a  subsidiarv  company  for 
the  purpose  of  distributing  the  products  of  the  American  Spirits  Mannuctunng Com- 
pany f— A.  That  was  the  purpose. 

STANDARD  DIBTILLIKQ  AKD  DIBTRIBUTHTG  COMPANY. 

Q.  What  other  companies  were  united  into  the  Distilling  Company  of  America 
besides  these  two,  the  Spirits  Distributing  Company  and  the  American  Spirits  Manu- 
facturing Company  f — A.  Along  about  July,  1898, 1  think,  there  was  organized  the 
Standard  Distilling  and  Distributing  Company,  under  the  laws  of  New  Jersey,  with 
a  capitalization  of  eight  millions  of  preferred  stock  and  sixteen  millions  of  common 
stock ;  eight  millions  of  7  per  cent  cumulative. 


I  See  Mr.  Bradley,  p.  814,  and  footnote. 
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Q.  That  was  organized  for  the  porpoee  of  buying  ap  distilleries  in  different  sec- 
tions of  the  ooantry,  was  it  f — A.  It  was  organized  for  the  purpose  of  purchasing  dis- 
tilleries and  distributing  plants. 

THE  DISTRIBUTING  OF  SPIRITS  MORS  PROFITABLE  THAN  DISTIUilNO. 

Q.  What  do  you  mean  by  distributing  plants  f — ^A.  I  say  distributing  plantt.  Dis- 
tilleries and  distributing  plants. 

Q.  I  beg  your  pardon  f— A.  The  distributing  business  being  the  more  profitable— 
the  distilling  business  is  practically  a  business  of  raw  material:  is  a  business 
which  depends  absolutely  upon  the  price  at  which  the  product  is  sold.  There  is  no 
such  thin^  as  brand  of  spirits  and  alcohol.  It  is,  as  I  say,  practically  raw  materiali 
although  it  is  a  finished  product.  It  is  a  basis  for  the  entire  whisky  business;  so 
that  the  distributing  channel,  when  controlled  by  distilleries,  became  valuable,  not 
only  for  the  actual  distribation  of  spirits  and  alcohol  in  their  original  form,  but  for 
the  distribution  of  profitable  blends,  wines,  and  rectified  goods,  and  so  on. 

Q.  That  is  to  say,  these  distilleries  that  were  owned  by  the  American  Spirits  Manu- 
facturing Company  and  the  Standard  Distilling  and  Distributing  Company  were  for 
the  manufacture  of  spirits;  and  the  distributers,  using  these  spirits  as  base,  com- 
pounded the  liquors  of  various  kinds  that  went  into  the  trade  for  the  purpose  of  con- 
sumption. This  second  part — ^the  compounding  part  of  the  business — has  for  the  last 
few  years  proved  more  profitable  than  distilling  f — A.  It  always  was  more  profitable. 
It  was  profitable  because  of  the  valuable  trade -marks  and  brands. 

PROPORTION  CONTROUJED,  OF  THE  WHOLE  OUTPUT  OF  SPIRITS. 

Q.  What  proportion  of  the  output  of  spirits  of  the  country  did  the  American  Spirits 
Manufacturing  Company  control  at  the  time  of  the  organization  of  the  Standard  Dis- 
tilling and  Distributing  Company  f — A.  I  should  say,  roughlv,  about  55  per  cent. 

Q.  About  what  proportion  did  the  Standard  Distilling  and  Distributing  Company 
succeed  in  controUmg  in  the  course  of  a  year— say  from  its  organization  f  — A.  Roughly, 
about  35  per  cent. 

Q.  So  that  the  two  companies  together  controlled  somewhere  about  90  per  centf — 
A.  Ninety  per  cent  at  that  time.  Since  that  time  one  distillery  has  been  built  at 
Terre  Haute,  Ind. 

Q.  What  company  owns  that  f— A.  The  Merchants'. 

Q.  Whatis  the  capacity  of  that  distillery  f— A.  I  suppose  aboiit4,000  barrels  per  day.  ^ 

Q.  Does  that  represent  sabstantiaHytae  other  10  per  centf — ^A.  The  companies,  tiie 
American  Spirits  Manufacturing  Company,  and  the  Standard  Company,  to-day  are 
"mashing''— that  is  the  technical  term — about  40,000  barrels  per  day. 

Q.  And  besides  this  Merchants'  Distilling  Company,  and  the  plants  represented  by 
the  two  companies  you  have  spoken  of,  there  are  no  other  large  distilleries? — A.  Oh, 
there  are  several  smaller  ones.  There  are  five  or  six  small  distilleries^  all  of  which 
are  practically  limited  to  local  markets.  There  are  several  in  Cincinnati,  small  plants, 
which  supply  the  local  trade ;  but  so  far  as  they  may  be  regarded  as  competitive  fac- 
tors in  spirits,  the  one  plant  in  Terre  Haute  is  practically  the  only  one. 

THE  DISTRIBUTING  BUSINESS;  PROPORTION  CONTROLLED. 

Q.  When  this  Standard  Distilling  and  Distributing  Company  organized,  was  it 
organized  through  the  eiforts  of  men  who  were  largely  interested  in  the  American 
Spirits  Manufacturing  Company? — ^A.  I  can  not  say  that  from  personal  knowledge, 
but  no  doubt  it  was.    I  had  nothing  to  do  with  that. 

Q.  The  thought  being  that  the  organization  of  this  outside  company  and  that  of 
the  American  Spirits  Manufacturing  Company  together  would  very  largely  control 
the  output  of  the  country  f — A.  It  was  deemed  advisable,  as  I  said  before,  to  control 
more  of  the  distributing  branches ;  to  get  hold  of  the  profitable  ]>art  of  that  business. 
The  Standard  Company,  when  organized,  and  to-day,  controls  sixteen  of  the  largest 
distributing  plants  in  tne  United  States,  situated  in  all  large  cities. 

Q.  How  many  of  the  large  distributing  plants  are  left  outside? — A.  I  can  give  you 
the  method  of  doiug  it,  which  will  explain  it  to  you.  The  spirits  produced  by  the 
Standard  Company  and  by  the  American  Spirits  Manufacturing  Company  are  dis- 
tributed through  an  association  called  the  United  States  Spirits  Association.  The 
United  States  Spirits  Association  is  composed  of  54  laree  distributers.  They  were 
made  members  of  the  association  because  they  were  the  largest  distributers  and 
had  practically  control  of  the  business  of  this  country.  I  would  not  say  all,  but  very 
nearly  all.    Out  of  the  membership  of  the  United  States  Spirits  Association  the 
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Standard  branches  numbered  16.  While  they  nnmbered  only  16,  the  branches  of  the 
Standard  Company  distributed,  I  should  say,  roughly,  66  per  cent  of  the  entire 
output,  and  the  remaining  38  distributers  distributed  94  per  cent.  That  refers  to 
the  product  of  the  American  Spirits  Manu&cturing  Company  and  the  Standard 
Company,  which,  ronghly,  this  year,  will  be  about  40,000,000  gatlons.  That  gi^es 
you  about  the  way  the  business  is  being  done. 

Q.  The  product  of  the  Merchants'  Distilling  Company  is  distributed,  I  suppose, 
by  themselves,  or  by  their  own  distributers f— A.  Distributed  as  best  they  can.  Of 
coarse  it  is  much  more  difficult  where  ^ou  have  no  organized  methods  of  distribn- 
tion  to  find  a  profitable  market.  Spirits  can  not  be  sold,  as  I  haye  stated  to  yon, 
like  com,  like  raw  material;  and  natnrally  the  channels  of  distribution  are  very 
valuable.  If  you  are  running  a  distillery  of  4,000  barrels  per  day  capacity,  too 
must  have  salesmen,  must  have  methods  of  selling  goods,  and  if  you  must  sell  to 
small  trade  you  must  be  prepared  to  furnish  them  with  a  little  capital ;  to  cany 
your  customers.  You  must  give  them  credit ;  and  while  it  is  a  very  easy  matter  to 
manufactare  4,000  barrels  per  day,  and  as  easy  to  sell  it,  there  is  some  difficulty 
about  making  profit. 

TO  STOP  OYBRPRODUCnON—PROMOTEBS  NOT  KKOWK. 

Q.  You  said  that  the  Standard  Distilliudr  and  Distributing  Company  was  organ* 
ized  (although  you  yourself  were  not  actively  engaged  in  it>  you  have  knowledge  that 
it  was  so  organized)  by  men  who  were  large  stockholders  in  the  American  spirits 
Manufacturing  Company,  and  that  it  was  organized  as  an  allied  association f— A. 
Well,  it  was  part  of  a  ji^eneral  plan  to  practically  control  the  entire  whisky  business, 
as  far  as  control  is  desired  in  any  business;  not  a  monopoly,  but  control  of  the  busi- 
ness, so  that  yon  may  control  the  production ;  so  that  you  can  stop  overproduction. 

Q.  Overstocking  the  market  f — A.  So  as  to  stop  overproduction. 

Q.  Who  were  the  chief  promoters  of  that  Standard  Distilling  and  Diatributing 
Company? — ^A.  I  can  not  tell  you. 

Q.  You  do  not  knowf — A.  No.  Those  matters  are  never  known,  but  the  under- 
writers are  generally  found  among  financial  men  of  Wall  street.  They  do  not  adver- 
tise themselves  as  a  general  thing. 

Q.  Are  you  acquainted  with  any  of  the  details  of  the  purchase  of  the  dififerent 
distilleries,  prices  paid,  and  so  out — ^A.  Nothing  whatever.  1  know  nothing  about 
it,  excepting  what  I  know  from  general  information. 

KENTUCKY  DISTILLBRIBS  AND  WAREHOUSE  GOMPAMT— THE  KENTUCKY  WHISKY  BUSI- 
NESS A  BUSINESS  OF  BRANDS. 

Q.  There  was  a  fourth  companv  that  united  in  forming  the  Distilling  Company  of 
America.  What  was  that  f — ^A.  The  next  company  that  organized  was  the  Kentucky 
Distilleries  and  Warehouse  Company. 

Q.  Will  you  explain  that  organization  f — A.  The  Kentucky  Distilleries  and  Ware- 
house Company  is  capitslized  at  ten  and  a  half  millions  of  7  per  cent  cumulative 
preferred  stock,  and  eighteen  and  a  half  millions  common  stock. 

Q.  When  was  that  organized  f — A.  In  February,  1899.  It  purchased  90  per  cent  of 
all  these  standard  brands  of  what  are  known  as  Kentucky  Bourbon  wnisky,  and 
took  over,  I  think,  and  became  the  owner  of  56  or  67  plants. 

Q.  Plants  f— A.  Yes,  distilleries. 

Q.  You  say  it  bought  about  90  per  cent  of  the  brands.  It  bought  also,  I  suppose,  90 
per  cent  of  the  output  of  that  kind  of  product  f — ^A.  No.  This  Kentucky  whisky  busi- 
ness is  a  business  of  brands.  The  real  value  of  this  business  is  in  its  ownership  of  one 
class  of  brands.  There  is  a  vast  amount  of  capacity  which  has  no  value  except  for  the 
production  of  cheap  whisky,  which  might  come  into  oompetition  more  or  less  with 
spirits:  but  the  real  value  or  the  Kentucky  whisky  is  the  value  of  brands,  not  oapac- 
ity.  There  was  no  intention  to  buy  capacity.  The  intention  was  to  buy  good 
brands.  Now,  these  56  plants  control  more  than  90  per  cent  of  all  the  standard 
brands  of  Kentucky  Bourbon  whisky. 

Q.  Do  the  establishments  that  control  these  brands  do  largely  a  eompounding 
business,  or  a  distilling  business f — A.  Absolutely  distilling.  They  are  not  com- 
pounders. They  are  manufacturers  of  straight  whisky;  that  is,  what  is  called 
also  aging  or  maturing  whisky.^  These  whiskies  are  manufactured,  and  are  then 
placed  in  oonded  warenouses  connected  with  the  distilleries,  and  are  kept  there  for 
aging  purposes.  These  whiskies  are  not  fit  to  use  until  they  are  four  years  of  age. 
The  period  in  which  they  can  remain  in  the  warehouse  is  eight  years. 

Q.  You  were  yourself  an  officer  of  this  Kentucky  Distillenes  and  Warehouse  Com- 
pany f  — A.  I  was  president.    I  became  president  of  the  company  at  its  organization. 
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Q.  That  company  was  organized  also,  I  infer  then,  as  a  snbsidiary  in  aiding  to  get 
all  those  interests  together  T— A.  Yes. 

THB  RTS-WHISKr  BUSINESS. 

Q.  Now,  after  those  four  companies  had  been  organized  in  this  close  association, 
what  was  there  left  ontside  in  the  whisky  business  of  the  conntry  that  was  valu- 
able t — ^A.  These  small  distilleries  that  I  have  referred  to,  these  small  separate  dis- 
tilleries, and  the  Merchants'  Distillery,  and  a  few>  very  few,  brands  of  any  valne  in 
the  State  of  Kentaokv. 

Q.  Was  there  left  also  ontside  the  rye  whisky  f — ^A.  That  is  another  field. 

Q.  Yes;  that  is  why  I  asked.  Will  yon  explain  about  that  other  field f — ^A.  The 
production  of  what  are  called  rye  whiskies  is  centered  in  Pennsylyania  and  Maryland. 
Kye  whiskies  are  practically  identified  with  those  States,  the  same  as  New  England 
rum  is  identified  with  New  England.  No  one  knows  why,  but  it  is  so.  Rum  made 
anywhere  else  would  not  have  the  same  value  as  that  coming  from  New  England. 
So  that  rye  whiskies,  while  they  are  made  in  Kentucky  and  luso  in  Peoria,  have  no 
value  as  rve  whisky.    There  are  seven  or  eight  standard  brands  of  rye  whisky. 

Q.  (By  Mr.  Sbctth.)  Owning  all  these  brands,  do  you  have  the  opportunity  of 
placing  them  on  anv  whisky  you  please f— A.  No;  that  is,  we  could  do  that,  but  that 
would  not  be  good  business.  A  brand  has  its  value  and  retains  the  value  much  from 
the  location  in  which  the  whisky  is  made.  Those  are  very  valuable  things  in  a 
brand.  It  has  fr^uently  been  done.  It  has  frequently  happened  that  a  good  brand 
was  not,  perhaps,  profitable  during  times  of  demoralization ;  the  prices  would  eo 
down;  and  the  owner  of  the  brand,  catching  at  a  straw,  would  say  **  Well.  I  might 
make  this  brand  somewhere  else,"  and  in  that  way  he  lolled  his  brand.  Locality, 
sentiment,  is  what  makes  the  brand. 

Q.  More  than  quality  f — A.  Well,  all  whisky  is  ^pood :  there  is  no  bad  whisky. 

Q.  (By  Bfr.  Jbnks.)  There  are  difierences  in  whisky f — ^A.  The  trade  says  so. 

Q.  Now,  about  what  proportion  of  the  value  of  the  output  of  whiskies — I  am  not 
referring  to  spirits,  but  to  whiskies  particularly — was  there  left  outside  in  this  rye- 
distilling  business  f — ^A.  The  rye  distilleries  belonging  to  this  concern  are  the  Mount 
Vernon  and  the  Hannisville;  Maryland  pure  rye,  Philadelpliia  pure  rye.  In  that 
field  that  represents  about  25  per  cent,  not  more.  That  is,  these  rve  distilleries 
represent  about  25  x>er  cent  of  the  value  of  the  total  rye  whisky  of  the  country. 
Twenty-five  per  cent  of  the  output  of  Eastern  ryes  is  represented  by  these  distil- 
leries.   This  refers  to  Eastern  ryes. 

Q.  Was  it  contemplated  in  the  general  plan  of  organization  that  some  of  these 
rye  distilleries  be  brought  in  alsof — A.  It  was  important,  for  this  purpose:  The  dif- 
ferent companies  were  in  a  position,  through  distributing  houses,  to  sell  a  man 
everything  he  wanted  except  rye  whisky.  It  was  then  deemed  important  to  secure 
the  best  brands  of  rye  whisky  and  the  beet  blending  establishments  of  rye.  That 
is  a  very  profitable  business,  and  is  a  very  important  adjunct.  In  other  words,  one 
of  our  salesmen  goes  to  a  man  and  says,  "Here  are  your  spirits,  here  are  your  recti- 
fied ffoods,  here  is  your  wine,  here  is  your  gin,  and  here  is  Kentuckv  straight 
whisky,"  and  there  we  had  to  stop.  It  became  Important  to  get  lye  whisky — a  rye- 
whisky  plant;  so  the  Hannis  Distilling  Company  was  acquired.  That  company 
con1a*olled  two  of  the  best  brands  of  rye  whisky,  Mount  Vernon  and  Hannisville, 
and  controls  the  largest  blending  business  of  rye  whisky  in  the  world ;  the  inten- 
tion being  that  this  concern  should  be  able  to  supply  the  Jobber  everything  he  needs 
ia  his  business. 

DISTILUKG  COMPANY  OF  AMERICA  OWNS  STOCKS,  NOT  PLANTS. 

Q.  Now,  will  you  kindly  from  this  point  take  up  the  organization  of  the  Distil- 
ling Company  of  America,  and  tell  us  how  the  different  organizations  were  brought 
together  into  onef — A.  I  think  you  have  the  whole  thing  light  before  you.> 

Q,  I  have  the  general  figures  here. — A.  That  is  the  whole  story,  if  you  have  that. 
A  proi>OBition  was  simply  made  to  the  stockholders  of  the  different  companies,  under 
which  the  organizers  of  the  Distilling  Company  of  America  agreed  to  purchase  their 
stock  for  stock  of  the  Distilling  Company  of  America,  as  stated  in  this  deposit 
agreement.    I  have  forgotten  the  exact  percentages,  but  they  are  given  in  the  plan. 

Q.  The  eeneral  plan  oeing  that  the  Distilling  Company  of  America  should  buy 
up  as  much  of  the  stock  as  possible  of  these  different  companies,  and  should  in  itself 
simply  control  stocks  f— A.  The  Distilling  Company  of  America  is  merely  an  owner 
or  stockholder  in  these  various  companies. 

Q.  It  did  not  itself  buy  up  the  plants  of  these  four  different  companies  f — ^A.  No 
pluits:  it  merely  owns  stocks. 

Q.  With  reference  to  the  rye- whisky  companies  that  were  brought  in,  did  the  Dia- 
UlUng  Company  of  America  really  buy  plants  or  stock  f— A.  Stocks  altogether.    It 
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is  simply  the  owner  of  stocks.    It  is  not  in  the  whiskv  business.    Its  only  source  of 
diyidend  is  the  stocks.    Yon  mfty  call  it  the  clearing  noose  for  the  stocks. 

XXCHANOB  OF  STOCKS. 

Q.  In  bayinff  up  the  stocks  of  these  different  companies,  did  it  exdhange  its  own 
sto!^,  generally  speaking,  for  par  or  lees  than  parf-*A*  The  percentages  are  given 
here,  I  think.    Can  I  refer  to  itf 

Q.  Certainly.— A.  The  organization  made  the  following  propositioiL:  For  eyexj  pre- 
ferred share  of  the  American  Spirits  Mannfactoring  Company,  50  per  cent  of  preferred 
stock  of  the  DistUlinff  Company  of  Ameiicai  and  for  the  common  stock  25  per  cent. 
For  every  share  of  the  Kentucky  Company,  common  stock,  70  per  cent;  preferred 
stock,  85  per  cent  in  preferred  and  15  per  cent  in  common.  Standard  Company,  85 
per  cent  in  preferred  and  15  in  common  for  the  preferred,  and  for  common  stock,  GO 
per  cent  in  common.  The  S|f irits  Distributing  Company  first  preferred,  80  per  cent 
in  nrefened  and  20  per  cent  m  common  stock ;  for  the  second  preferred,  20  prefened 
and  20  common.* 

Q.  The  common  stock  of  this  Spirits  Distribntins  Company,  being  all  owned  by 
the  company,  did  not  need  to  be  provided  forf — A.  No. 

Q.  In  all  of  these  companies,  then,  there  was  some  scaling  down  of  the  capitaliaa- 
tionf — ^A.  Tee;  the  capitalization  was  scaled  down. 

Q.  In  the  scaling  down  of  the  capitalization,  were  the  fixed  charges  (that  is, 
what  was  required  to  pay  the  dividends  on  preferred  stock),  lessened  or,  on  the 
whole,  was  that  increased f — A.  No;  the  Distilling  Company  of  America,  as  I 
explained,  acquired  the  stocks  of  other  companies,  and  of  conrse  paid  for  them,  ao 
that  the  total  of  preferred  stock  issued  to-day  is  131,250,000  of  the  Distilling  Com- 
pany of  America  that  is  entitled  to  a  cumulative  dividend  of  7  per  centw 

Q.  Does  the  cumulative  dividend  of  7  per  cent  on  this  preferred  stock  amount  to 
more  or  leas  than  the  dividends  on  the  preferred  stock  of  the  companies  that  were 
acquired  f — A.  I  will  take  a  pencil  and  we  can  get  at  that  very  quickly.  The  pre- 
ferred stock  of  the  constituent  companies  amounts  to  $26,750,000. 

Q.  And  part  of  this  preferred  stock  of  the  other  companies  bore  a  qnite  low  per- 
centage, did  it  not — some  at  5,  and  some  even  at  2f — A.  The  prefmed  stock  of 
the  American  Spirits  Manufacturing  Company  was  5  per  cent.  The  preferred 
stock  of  the  Spirits  Distributing  Company  was  7  per  cent.  After  some  time  there 
was  a  change  made  in  that  contract,  under  which  the  holders  of  first  preferred 
were  to  take  6  per  cent  in  lieu  of  7.  The  second  preferred  stock  was  originally  6 
per  cent  noncnmulative;  under  this  special  arrangement  tiie  stockholders  agreed  to 
take  4  per  cent  of  that  off.  They  changed  to  6  per  cent  on  the  first,  and  to  2  per 
cent  on  the  second. 

Q.  If  we  take  the  amount  that  was  to  be  paid  on  the  preferred  stocks  of  the  old 
companies  each  year,  and  compare  it  with  the  amount  that  is  to  be  paid  on  the  pre- 
ferred stock  of  the  present  company,  is  there  an  increase  or  a  decrease? — ^A.  It  ia 
difficult  to  figure  that  way,  becanse  the  Distilling  Company  of  America  owns  much 
more  valuable  property  in  addition  to  these  stocks  that  it  exchanged  its  stock  for. 
It  owns  these  rye  corporations  of  which  1  told  you,  and  there  was  a  large  amount  of 
cash,  $3,000,000,  supplied  by  the  organizers  of  tne  Distilling  Company  of  America. 

Q.  That  is  to  say,  owing  to  the  fact  that  they  acouired  these  rye  distilleries,  and 
also  that  they  have  acquired  considerable  cash  in  tne  exchange,  they  wonld  be  jna- 
tified  in  assuming  the  additional  amount  f — ^A.  The  common  stock  tiiat  was 
exchanged  amounted  to  a  total  of  $67,750,000.  Of  Distilling  Company  of  America 
the  present  issue  is  $46,250,000. 

Q.  Of  this  $46,250,000  that  was  issued f— A.  (Interrupting.)  That  representa 

the  exchange  of  $67,750,000  total  common  stocks  of  the  companies  for  whieh  these 
exchanges  were  made. 

THE  ORGANIZEBS'  BARGAIN. 

Q.  This  $46,250,000,  as  I  understand,  was  what  was  given  to  the  organizers  in  order 
to  make  the  exchange. — A.  Yes,  to  tiie  organizers  ror  the  purpose  of  making  the 
exchange. 

Q.  It  you  figure  up  the  amount  that  was  required  in  accordance  with  the  terms 
that  were  offered  to  the  stockholders  of  the  different  companies  to  make  the  exchange, 
would  it  have  used  up  all  of  this  $46,250,000,  or  was  there  some  left  overt — ^A.  I  have 
not  figured  that  up.  I  can  figure  it,  if  you  like.  There  was  undoubtedly  some  left 
over  tor  the  organizers,  after  supplying  the  cash  and  the  purchase  of  the  rye  plants, 
of  the  stocks.    It  is  easily  ascertained.    I  think  I  can  fignre  the  thing  out. 

Q.  That  is  the  purpose  of  the  questiou.  This  $46,2m),000  of  common  stock  and 
$31,250,000  of  preferred  stock  paid  to  the  organizers  was,  if  I  understand,  for  the 
purpose  of  acquiring  all  the  stooKS  of  these  four  different  oompanies,  and  what  elsef — 
A.  For  cash. 

Q.  How  much  cash  ? — A .  Three  millions  in  cash  and  for  the  acquisition  of  the  stocks 
of  the  rye- whisky  companies. 

" -      -  - 
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Q.  YovL  Bftid  for  three  millioDS  of  cash.  The  agreemeDt  as  printed  here  provided 
for  a  million  and  a  half. — A.  Well,  that  is  right.  It  provided  one  million  and  a  half 
additional  cash  working  oapital,  and  other  cash  which  was  given  for  some  of  these 
stocks  of  rye- whisky  companies. 

Q.  Yes. — ^A.  In  addition,  of  coarse,  to  the  stocks  of  those.  How  much  stock  those 
organizers  paid  for  those  things  of  course  I  do  not  know.  I  have  no  knowledge  of 
that. 

Q.  As  regards  the  rye-whisky  plants  that  were  hrought  in,  yon  said  the  Hannis 
Distilling  Company  was  bronght  in.  What  was  paid  for  thatf — A.  I  conJd  not  tell 
yon ;  I  do  not  know. 

Q.  And  what  other  was  brought  inf  The  St.  Paul  distillery,  I  think  it  was,  that 
was  mentioned. — ^A.  I  did  not  mention  the  St.  Paul  distillery,  because  that  was  part 
of  that  agreement,  and,  as  I  say,  it  was  not  what  I  call  a  distinctively  Eastern  rye- 
whisky  plant,  and  it  was  not  a  part  of  the  explanation  I  was  giving,  because  we  did 
not  get  to  that  point.  * 

Q.  But  was  the  St.  Paul — ^A.  (Interrupting.)  The  St.  Paul  was  a  part  of  the 

properties  that  were  agreed  to  be  turned  over  by  the  organizers ;  agreed  to  be  turned 
over  to  the  Distilling  Company  of  .America. 

Q.  Do  you  know  what  was  paid  for  thatf — A.  I  do  not  know.  The  organizers 
undertook  to  do  so  many  things  for  so  much  stock.  In  other  words,  in  tnat  case 
they  undertook  to  do  these  things  for  $31,250,000  of  preferred  and  $46,250,000  of 
common ;  and  they  undertook  to  procure  the  exchange  of  at  least  a  majority  of  all 
these  stocks,  and  so  much  of  the  stock  as  was  not  tamed  over  so  much  of  that  stock 
had  to  be  retained  or  returned  to  the  Distilling  Company  of  America.  In  other 
words,  $31,250,000  of  preferred  and  $46,250,000  of  common  provided  for  all  the  out- 
standing stock  of  the  four  difl^erent  companies ;  it  provided  for  the  acquisition  of  the 
St.  Paul  Company :  It  provided  for  the  acqni9ition  of  the  Hannis  Distilling  Com- 
pany, and  provided  for  $1,500,000  cash  working  oanital. 

Q.  If  one  figures  out,  as  I  have  had  done  here,  wnat  it  would  take  of  the  preferred 
and  common  stock  of  the  Distilling  Company  of  America  to  acquire  all  these  stocks 
of  these  four  different  companies  at  the  rate  laid  down  in  the  deposit  agreement 
here — A.  Exactly. 

O.  It  amounts  to  $20,540,000  of  preferred  and  $32,890,000  of  common,  i  f  we  take  them 
allT' — A.  Precisely. 

Q.  In  accordance  with  the  terms  of  the  agreement.  If  we  take  that  from  the 
$31,250,000  of  preferred  stock  and  the  $46,250,(XK)of  common  which  were  given  to  the 
organizers,  it  would  leave  in  their  hands  $10,710,000  of  preferred  stock  and  $13,360,000 
of  common  stock f — A.  Whatever  those  figures  show.  As  I  say,  I  have  not  figured 
that.    I  have  no  doubt  thai  is  correct. 

Q.  That  is  correct. — A.  I  have  no  doubt  that  it  is. 

Q.  On  the  basis  that  it  is  figured  out.  The  point  of  the  question  is  this :  Leaving 
in  their  hands  this  $10,710,000  of  preferred  stock  and  $13,360,000  of  common  stock,  the 
burden  that  was  upon  them  was  to  furnish  these  two  distilling  plants  and  $1,600,000 
in  cash  f    Yon  said  that  a  moment  ago. — ^A.  And  the  St.  Paul  distillerv. 

Q.  The  two;  the  Hannis  and  the  St.  Paulf — A.  No,  the  Hannis  Distilling  Company 
owned  two  plants,  the  Mount  Vernon  and  the  Hannis. 

Q.  Both  were  in  the  Hannis  Distilling  Company  f — ^A.  Yes,  and  a  large  blending 
works. 

Q.  That  was  ail  included  in  the  Hannis  Distilling  Company  f — ^A.  That  was  all 
included  in  the  Hannis  Company  stock  purchased. 

Q.  Then  for  the  Hannis  DistUling  Company  and  the  St.  Paul  and  a  million  and  a 
half  in  cash,  you  said  a  few  momenu  ago  that  there  was  three  million  in  cash  that 
they  had  to  supply. — ^A.  I  was  mistaken  in  that;  I  should  have  said  one  million  and 
«k  half. 

Q.  I  understood  you  to  say  afterward  that  you  spoke  of  the  three  millions  because 
yon  thought  there  was  that  amount  to  be  furnished.  I  was  going  to  aek  you  if  you 
thought  that  the  acquirement  of  the  Hannis  Distilling  Company  stock  and  the  St.' 
Paul  disidllery  was  represented  by  a  million  and  a  half? — A.  I  can  not  tell  you ;  I 
have  no  idea.  I  do  not  know  what  they  cost.  I  have  no  doubt  that  the  Hannis  and 
Mount  Vernon  were  the  two  most  valuable  brands  of  Eastern  rye  whisky ;  they  were 
of  very  large  earning  capacity;  and  they  were  brands  of  whisky  that  we  were  very 
desirous  to  own.    How  much  was  paid  for  them  I  can  not  tell. 

Q.  How  much  do  you  estimate  their  value  at  to-davf — ^A.  I  should  not  like  to  sell 
them  for  five  million  in  cash ;  I  think  we  could  get  that  for  them. 

Q.  It  was  the  understanding,  I  suppose,  that  after  the  organizers  had  furnished 
these  plants,  any  surplus  stock  that  they  had  in  their  hands  was  theirs  f — A.  That 
is  their  business ;  that  is  not  mine.  They  didn't  do  this  thing  simply  for  luck  or  for 
their  health. 

Q.  Were  you  one  of  the  organizers  f — A.  I  was  not,  absolutely  not.  They  under- 
took to  bring  about  a  very  important  piece  of  work. 

1  See  p.  822,  footnote. 
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Q.  Of  course.— A.  And  it  was  qaestionable  in  my  mind  and  questionable  in  the 
minds  of  men  wlio  knew  a  good  deal  aliout  this  sort  of  bosiness  whether  it  coold  be 
done.  Thev  nndertook  to  do  it,  and  they  sueoeeded  in  doing  it.  As  a  matter  of 
fiu;t,  the  Distilling  Company  of  America  to-day  controls  on  an  average  92  per  eent 
of  all  the  stocks  of  these  four  operating  companies.  It  was  a  most  valaable  thing 
for  the  stockholders  of  the  operating  companies,  if  it  coald  be  bronght  aboa^ 
becaose  it  made  it  easy  and  made  it  practicable  to  operate  all  these  eompanies  on 
the  most  economical  lines,  to  reduce  the  cost  of  production  bjr  oonoentration  of 
plants  and  concentration  of  manufacturing  and  concentration  of  distributing  cliAr||^ 
and  all  that  sort  of  thing.  It  was  a  valuable  thin^  for  these  stockholders  to  bnng 
about.  They  could  well  afford  to  pay  well  for  doing  that  w<»k.  I  have  no  idea 
what  the  organizers  made,  but  whatever  they  did  make  I  think  they  were  entitlod  to. 

Q.  The  question  was  as  to  whether  it  was  in  anv  way  easily  possible  to  see  what 
the^  did  make;  and  with  reference  to  the  price  that  was  paid  for  the  Hannia  Dis- 
tilling Company,  that,  of  course,  is  a  matter  of  common  rumor.  I  thou|^t  perhaps 
you  had  dennite  information  on  it. — ^A.  I  have  no  definite  knowledge,  as  I  say. 

8TOCKH0LDKRS  NBJLRLY  UNANIMOUS  FOR  00N80UDATI0K. 

Q.  Was  there  any  serious  objection  on  the  part  of  the  stockholders  of  any  of  these 
four  companies  to  going  into  the  combination  f — A.  It  was  the  most  remarkable 
phenomenon  that  ever  came  under  my  observation,  the  unamimity  with  which  this 
thing  was  done. 

Q.  It  was  reported  in  the  papers  in  July,  after  this  deposit  agreement  had  been 
published,  that  there  were  meetings  of  the  stockholders  of  the  American  Spirits 
Manufacturing  Company,  at  anv  rate,  in  opposition  to  the  plan,  and  it  was  thought 
by  some  of  them  apparentlv,  if  one  may  Judge  ttom  the  papers,  that  it  would  l>e 
unwise  for  them  to  go  inf — A.  There  was  most  vigorous  denunciation  of  the  plan  and 
the  scope  of  it  and  the  people  connected  with  it  on  the  part  of  this  committee — ^the 
American  Spirits  Manufacturing  Company  protective  committee.  I  read  eolumns 
upon  columns. 

Q.  Yes.  What  proportion  of  the  stocks  of  the  American  Spirits  Manufacturing 
Company  were,  as  a  matter  of  fact,  deposited  under  this  agreement  within  the  time 
limited  f  ~A.  I  can  not  say  exactly,  but  I  think  over  90  per  cent. 

Q.  So  that  this  opposition,  you  would  say^  came  fh>m  only  a  very  small  minority  of 
the  stockholders  f — A,  My  understanding  is  that  they  represented  1,700  sliaresof 
the  common  stock. 

Q.  Out  of  how  many  f — A.  Out  of  350,000.  It  was  practically  unanimous.  It  was 
the  consensus  of  opinion  almost  unanimously  that  this  was  a  sood  thing  for  tiie  stock- 
holders to  do,  as  is  evidenced  by  the  fact  that  they  deposited  in  such  overwhelming 
numbers. 

NO  UNDUE  SBCRECY  ABOUT  THK  AMERICAN  SPtRITB  ICAlfUFACTURINO  COMPANY — ^IT 

WAS  A  WRECK. 

Q.  Statements  were  made  at  this  time  by  some  of  these  people  that  they  wished  a 
report  of  the  business  of  the  American  Spirits  Manufacturing  Company,  inspection 
of^ books,  and  a  financial  statement,  and  they  declared  that  no  financial  statement 
had  ever  been  made  to  the  stockholders  f— A.  No  public  financial  statement.  It  has 
always  been  the  custom  of  the  management  of  the  American  Spirits  Manufacturing 
Company  to  invite  the  stockholders  to  its  offices.  The  books  have  always  been  open 
to  those  stockholders,  bona  fide  stockholders ;  in  fact,  they  have  invited  the  stock- 
holders to  come  there  and  get  all  the  information  tfiat  the  officers  themselves  had. 
So  long  as  I  was  president  of  the  company  we  were  very  fflad  to  have  tiie  stock- 
holders come  in  and  to  see  them.  The  only  difficulty  was  that  too  few  of  them  took 
any  interest  in  it.  We  were  always  glad  to  see  the  stockholders.  Of  course,  in  a 
case  where  we  <^uestioned  the  good  fidth  of  their  application  for  information,  we 
simplv  declined  it  absolutely. 

Q.  Were  you  in  the  habit  at  the  annual  meetings  of  making  anv  report  at  all  to 
the  stockholders  f — A.  We  always  made  a  general  statement  of  the  affairs  of  the 
company.  I  never  made  a  secret  of  the  fact  that  the  American  Spirits  Manufactur- 
ing Company  was  not  a  flourishing  institution.  It  was  the  wreck  of  the  old  Distill- 
ing and  Cattle  Feeding  Companv^  as  you  know,  and  was  used  simply  as  the  means 
of  bringing  about  all  of  these  things  that  have  been  brought  about;  it  was  practi- 
cally the  method  employed. 

Q.  And  it  was  practically  contemplated,  as  I  understand  you  to  say,  almost  ttom 
the  time  of  its  organization,  that  through  the  working  of  it,  these  other  companies 
should  be  brought  together  into  this  larger  organization  f — A.  That  was  the  inten- 
tion, and  they  simply  took  this  wreck,  as  I  told  you,  and  used  it  for  that  purpose. 
It  always  was  a  wreck« 
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INTBBNAL-RBYBNUE  TAX;  AT  $1.10  PER  GAIXON,  IS  EVADED  BV  ONE-FOURTH  TO 

ONE-THIRD  OF  THE  PRODUCT. 

Q.  I  would  like  to  have  you  riye  ns  your  opinion,  if  yon  will,  with  reference  to 
the  present  reyenae  laws  of  the  United  States  as  regards  spirits. — ^A.  Well,  that  is 
a  pretty  broad  subject. 

Q.  And  any  suggestions  you  may  have  to  make  with  reference  to  changes  in  the 
law. — ^A.  I  have  had  no  time  to  make  any  preparation,  I  have  been  so  busy  and  so 
occupied.  There  is  only  one  thing  that  I  did  Jot  down;  perhaps  it  may  be  of  some 
interest  if  you  will  read  this. 

Q.  Ton  will  be  kind  enough  to  read  it  to  usf — ^A.  Very  well.  It  is  a  very  rough 
draft.     (Witness  reads  as  follows :) 

''The  rate  of  tax  to  the  legitimate  distillers  is  not  so  important  as  the  fact  that 
such  tax  should  be  uniform. 

<<  As  it  is  to-day,  the  Gk>vemment  collects  $1.10  per  proof  gallon  from  such  distill- 
eries as  are  operated  under  its  supervision  and  conducted  as  legitimate  enterprises. 
It  collects  about  one-half  the  tax  on  goods  actually  produced  in  from  four  to  six 
thousand  small  registered  stills  located  In  six  or  seven  Sontiiem  States.  It  of  course 
collects  nothing  frx)m  illicit  stills. 

"It  is  estimated  by  good  authorities  that  under  the  $1.10  tax,  from  thirty  to  forty 
millions  of  gallons  of  spirits  are  annually  consumed  in  this  country,  from  which  the 
Qovemment  derives  no  revenue. 

''The  question  as  to  how  much  the  tax  on  spirits  should  be  is  not  one  of  sentiment; 
that  is,  it  is  not  a  question  for  the  Government  to  consider  what  particular  rate  of 
taxation  would  please  the  distiUer,  or  the  dealer,  or  the  consumer,  but  it  is  simply 
one  of  revenue,  and  the  question  ia,  'What  rate  of  tax  per  proof  gallon  will  produce 
the  largest  revenue  to  the  Governments 
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AS  THE  TAX  GOES  UP,  THE  AMOUNT  REACHED  BY  IT  GOES  DOWN. 


"  In  the  fiscal  year  of  1893,  the  last  year  of  normal  business  under  the  90-cent  tax, 
the  Government  collected  the  tax  on  97,458,347  gallons. 

"In  the  fiscal  year  of  1899,  a  vear  of  unexampled  prosperity,  during  which  the  per 
capita  consumption  of  whisky  had  largely  increased  all  over  the  United  States,  the 
Government  collected  the  tax  on  83,819,314  gallons. 

"These figures  refer  to  spirits  distilled  fh>m  materials  other  than  apples,  peaches, 
grapes,  pears,  and  other  fruits. 

"It  is  thus  shown  that  while  it  can  be  demonstrated  that  the  consumption  of 
spirits  has  largely  increased  during  the  past  six  years,  the  Government  collected  tax 
on  almost  14,000,000  gallons  less  in  1899  than  in  1898.'' 

Those  are  very  startling  facts. 

WHISKY  AT  3  CENTS  A  OALIiON. 

Here  is  a  price  list,  a  published  price  list,  issued  June  24, 1899,  offering  among 
other  things  single-stamp  100-proof  North  Carolina  com  whisky,  at$1.19,  f.  o.  b.,  Reids- 
ville,  N.  C.  The  cost  of  the  packaee  is  6  cents,  and  that  leaves  3  cents  for  the 
whisky.  That  is  the  open  price :  and  I  will  say  to  you,  gentlemen,  that  you  can  buy 
all  the  whisky  you  want  down  tnere  for  about  85  cents  a  gaUon,  and  the  tax  is  $1.10. 

Q.  (By  Senator  Kyi.e.)  This  is  from  Baltimore— Baltimore  published  schedule  of 
whatt — ^A.  Published  price  list  issued  by  brokers  broadcast. 

Following  is  a  copy  of  the  price  list  offered  by  the  witness : 

[Long-distance  phone  1473-2.    The  A.  C.  Schmidt  ComtMmv,  whisky  brokers  and  oommisslon  mer- 

ohants,  1320  and  1322  Light  street,  Baltimore.] 

To  wholesale  trade  only : 

Dear  Sirs:  We  beg  to  call  your  attention  to  the  following  lots  of  whiskies. 
Quotations  are  subject  to  sale  or  advance.    Owing  to  the  unsettled  condition  of  the 
market  it  will  pay  you  to  wire  us  your  order,  and  be  to  your  interest  to  correspond 
with  us  in  relation  to  whiskies  not  herein  quoted. 
Kindly  send  us  a  list  of  your  holdings. 

June  24th,  '99. 
Bridgeport: 

&bbls.  December 91       $0.75 

50bbhi.  SpriDg 95  .65 

Bridgeport  pure  malt : 

July 92         1.00 

July 95  .m 

August 96  .90 

July 98  .72i 
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Dillinger: 

25bbl8.  Spring 96  10.58^ 

25bbl8.  Juno 96  .56^ 

15bbl8.  December 97  .50 

45bbU.  November 98  .45 

50bbl8.  Spring 98  .47* 

Dongherty : 

SObbls.  Aagast 93  .80 

15bbl».  May 94  .80 

25bbl8.  September 94  .784 

20bbl8.  January 95  .784 

26bbl8.  June 96  .774 

Finofa : 

50bbl8.  April 94  .86 

25bbl8.  May 96  .83* 

60bbl8.  February 99  .56 

Guokenheimer : 

10bbl8.  May 93  ,77* 

26bbl8.  Fall 93  .774 

50bbl8.  Spring 94  .774 

50bbl8.  February 96  .724 

26bbl8.  October 97  .65 

50bbl8.  January 98  .62* 

25bbl8.  November 98  .54 

Gibson : 

60bbl8.  AprU 93  .784 

60bbl8.  September 94  .78^ 

ISbblB.  February 96  .784 

50bbl8.  Spring 96  .774 

Hannisville : 

50  bbl8.- April 95  .85 

60bbl8.  December 95  .82^ 

50bbl8.  Spring 96  .80 

G.  W.  Jones,  Mononghela : 

26bbl8.  June 95  .55 

25bbl8.  June 96  .52^ 

Melvale : 

8bbl8.  May 95  .85 

Mount  Vernon : 

25bbl8.  FaU 93  1.05 

Monticello : 

lObbls.  Spring 95  .80 

20bbl8.  June 96  .88 

50bbls.  Spring 99  .47i 

Overholt: 

50bbl8.  September 97  .56J 

50bbl8.  January 98  .50 

50bbl8.  December 98  .47^ 

50bbl8.  February 99  .42i 

Pen  wick  * 

15bbl8.  Spring 95  .56 

50bbl8.  Spring 98  .45 

50bbl8.  Fall 97  .46 

Sherwood : 

5bbl8.  November 93  .90 

50bbl8.  November 94  .88i 

15bbl8.  March 95  .86i 

15  bbls.  November 95  .85 

25bblfl.  Spring 96  .78i 

5bbl8.  Fall 97  .70 

10  bbls.  Spring 98  .67^ 

Special, 

Make  offer  on  8  bbls.  Deo.  91,  Normandy  rye  in  bond. 

We  offer  single-stamp  100  T>er  cent  North  Carolina  corn  whiskv,  at  $1.19,  f.  o.  b., 
Reidsville,  N.  C. 
Redistilled  single-stamp  gin  100  per  cent,  at  $1.28^,  f.  o.  b.,  CamdeUi  N.  J. 
Samples  on  application. 

We  also  offer  10  bbls.  apple  brandy,  94,  Rochester,  N.  Y.,  at  $2.05. 
Yours,  truly. 

The  A.  C.  Schmidt  Co. 
Wire  orders  subject  to  confirmation. 


THE   WHISKY   COMBINATIONS: — RICE. 


843 


ILLICIT  STILLS  BEIZIED. 

Here  is  a  statement.  I  sappose  yon  have  all  these  things  because  they  are  taken 
from  the  reports  of  the  Commissioner  of  Internal  Revenue.  This  is  a  statement  of 
the  illicit  stills  seized. 

Q.  (By  Mr.  Jenks.)  It  woald  be  very  convenient  for  us  to  put  this  in  our  record. 

(The  following  is  a  copy  of  the  statement  of  seizures  of  illicit  stills  submitted  by 
the  witness:) 

Illicit  atills  8eized  during  the  fiscal  years  ending  June  SO, 

1889 466 

1890 : 583 

1891 795 

1892 852 

1893 806 

1894 1,016 

1895 1,874 

1896 1,905 

1897 2,273 

1898 2,891 

Total 12,961 

Q.  Two  thousand  three  hundred  and  ninety-one  in  1898 f — ^A.  Bnt,  of  coarse,  for 
every  1  seized  there  are  10  in  operation;  and  every  time  you  seize  1,  the  fellow 
loads  up  with  another  aud  goes  ahead  into  another  settlement,  and  in  2  weeks  he 
is  in  business  again. 

Now  here  is  a  statement  showing  the  consumption  per  capita  of  distilled  spirits 
since  the  first  tax,  since  1860.  That  is  an  interesting  thing.  I  presume  you  have 
that  also. 

Consumption  per  capita  of  distilled  spirits  from  materials  other  than  fruit,  and  tax  thereon 

and  revenue  therefrom. 


Tear. 


1R0O. 

1864. 

1866. 

1M6 

1867. 

1868. 

1868. 

1860. 

1870. 

1871. 

1872. 

1872. 

1873. 

1874. 

1875. 

1875. 

1876. 

1877. 

1878. 

1879. 

1880. 

1881. 

1882. 

1883. 

1884. 

1885. 

1886. 

1887. 

]888. 

1880. 

1890. 

1801. 

1892. 

1898. 

1804. 

1805. 

1895. 

1886. 


Tax  per 
gallon. 


NoDe. 
#0.20 

2.00 


.50 


Popalatdon. 


.70 


.00 


1.10 


1 


{ 


31, 
34. 
34, 
35, 
36, 
36. 
36, 
37, 
38, 
39, 
40, 
40, 
41, 
42, 
43. 
48. 
45, 
46, 
47, 
4S. 
50, 
51, 
52, 
53, 

54. 
56. 
57, 
58, 
50. 
61, 
62, 
63. 
65. 
66, 
68, 


71, 


443,321 
046,000 
748,000 
460,000 
211,000 
073,000 
073, 000 
756,000 
558,000 
555,000 
506,000 
606,000 
677, 000 
706.000 
051,000 
051,000 
137,000 
353,000 
008.000 
866,000 
155, 783 
316,000 
405,000 
603,000 
911, 000 
148,000 
404,000 
680.000 
074,000 
280,000 
622,000 
075,000 
403,000 
826,000 
275,000 
753,000 
753,000 
263,000 


Aggre^teof    '''S^J^'- 
population. 


Ions  con- 
sumed. 


31, 443, 321 
84, 046, 000 

125,675,875 


154,662,000 


102, 000, 000 


1.101,836,832 


} 


110,615,275 


83.004.285 
85, 205, 303 

87,070,104 


278,000,810 


168,444,000 


1,412,007,777 


115,104,612 


Per  capi- 
tacon- 
samed. 


2.86 
2.57 

.80 


1.70 


1.65 


1.27 


.05 


Revenae. 


None. 
$17, 050, 702 

75.058,206 


130, 040, 006 


117,000,800 


1,271,607,007 


121,676,802 
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INTBRNAL-RBVRNUB  RKCKIPT8. 

Here  are  the  intemal-revenae  reoeipte  from  1889  to  1899.    I  preeame  yon  have  thai. 

IntemaUrevemue  r«»ipU  from  »pirU$  during  the  Jl$edl  yean  ending  June  SO. 

1889 $68,281,803.93 

1890 75,181,685.90 

1891 78,628,001.16 

1892 83,776,232.86 

1893  (97,458,347  gaUona) 87,712,513.03 

1894 78,612,150.22 

1895 ; » 73, 741, 880. 57 

1896 «73, 743,  Oia  60 

1897 75,706,513.17 

1898 86,188,630.91 

1899  (83,819,314  gallons) 92,201,245.77 

The  above  gives  intemal-reyenae  receipts  from  spirits  distilled  from  materials 
other  than  apples,  peaches,  grapes,  pears,  and  other  nmits. 

RSGISTBRED  STILLS — UKTAXED  SPUUTB  FROM  THXM. 

Q.  (By  Mr.  Jknks.)  Have  you  any  suggestions  yourself  to  make  with  reference  to 
a  change  in  our  revenue  lawsf  The.  present  tax  is  $1.10.  What  would  yoa  think 
the  efifect  on  the  revenue  would  be  of  lowering  that  somewhat f — ^A.  The  qaestion 
from  the  revenue  standpoint  alone  is.  From  what  point  can  you  stop  the  manufacture 
of  whisky  in  the  small  stills  over  which  the  Grovemment  has  no  supervision  f  You 
never  can  stop  illicit  distillation.  That  is  like  counterfeiting  or  forgery.  You  can 
get  after  the  fellows  and  put  them  in  Jail,  but  you  never  will  be  able  to  stop  the 
commission  of  the  crime.  There  are  from  6,000  to  7,000  stills  in  the  7  Southern 
States  licensed  by  the  Government.  They  are  called  regist-ered  stills.  It  is  utterly 
impossible  for  the  Qovemment  to  supervise  the  operations  of  these  stiUs.  The  Gov- 
emnient  simply  says,  "  We  expect  you  to  pay  a  tax  on  so  many  gallons  from  a  bushel 
of  gri^in.^'  Then  the  pressure  broujrht  on  the  Commissioner  is  very  great  indeed,  so 
that  he  is  induced  to  make  the  estimated  number  of  gallons  as  low  as  possible  on 
this  pleik  which  oertainly  has  some  Justice.  The  Congressman  from  that  district 
says,  "Hece,  this  is  my  friend  John  Jones.  He  has  ffot  a  little  still.  He  is  mashing 
5  bushels  a  day.  Now,  he  operates  that  still  himself,  and  the  way  he  operates  this 
still  it  is  impossible  for  him  to  get  as  much  from  a  bushel  of  corn  as  these  big  cor- 
porations that  operate  5,000  and  10,000  bushel  houses.  If  you  want  him  to  pay  as 
much  tax  as  these  great  monopolies  or  corporations,  it  is  doing  him  an  ii^ustice,  and 
it  is  driving  him  out  of  business."  That  is  the  argument  that  is  made.  The  Com- 
missioner says,  "How  much  do  you  think  John  is  producing f"  and  the  reply  is, 
"Well,  he  oan  not  make  more  than  2^  gallons  from  his  business.''  He  is  taxed  on 
2i  gallons.  The  fact  is  that  these  fellows  are  becoming  so  expert  that  they  are  pro- 
ducing 4  and  4i  gallons  ftY>m  a  bushel  of  com.' 

Q.  How  much  do  you  produce  from  a  bushel  in  your  distilleries  f — ^A.  We  are 
improving  all  the  time;  we  are  producing  in  high  wines  a  little  over  5. 

WOULD  PUT  A  HIGH-LICBlfSK  FKB  ON  EVERT  STILL. 

Q.  Yon  think  they  are  producing  over  4f— A.  I  think  they  are  producing  over  4. 
The  fact  is  that  these  stills  pay  taxes  on  about  half  of  what  is  produced,  and  the 
other  half  is  practically  illicit  whisky.  The  remedy  for  that  is  a  very  simple  one, 
but  still  it  is  a  very  difficult  thing.  The  remedy  is  to  charge  a  license  fee  for  every 
still,  charge  them  in  proportion  to  the  capacity.  Of  course  it  would  cost  our  com- 
pany a  great  deal  of  money,  but  it  would  assist  the  Government  in  the  proper  collec- 
tion of  the  tax.  If  you  charge  everv  still  in  the  country  a  license,  say,  on  stills 
under  10  bushels  so  much,  and  from  10  to  100  bushels  so  much,  and  from  100  to  500 
so  much,  and  from  500  to  1,000  so  much,  a  license  from  all,  and  make  the  license 
pretty  heavy,  that  would  be  one  remedy  for  wiping  out  a  good  deal  of  what  is  prac- 
tically illicit  distillation.    It  would  cost  our  company  a  great  deaL 

Q.  You  say  it  would  cost  yonr  company  a  great  deal.  Do  you  think  it  would 
reouire  you  to  advance  any  more  money  than  you  do  nowf — A.  What  do  you  mean? 

Q.  Yon  know  that  you  pay  a  tax  on  the  amount  that  you  sell,  and  I  suppose  you 
recoup  yourselves  in  the  price  to  the  consumer f— A.  We  simply  add  the  tax.  So 
far  as  we  are  concerned,  it  makes  no  difference. 

■Indades  $36,706,331.11,  at  00  cents  per  gkllan. 
*  iDcladet  $3.1^^.67,  at  00  cents  per  gallon. 
•See  Mr.  McNnlta,  p.  231. 
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THB  PRICK  OF  STANDABD  BRANDS    CAN  BE  PUT    UP    INDBFINITBLT,  BUT  IT  IS  BB8T 

TO  8BLL  SPIRITS  NEAR  COST. 

Q.  In  this  other  form  yon  wonld  of  conrse  add  the  tax  in  the  same  way  sabstan- 
tially  f — A.  Tee,  if  we  could  get  it. 

Q.  Is  there  any  reason  why  yon  oonld  not  get  itf^A.  We  try  to  get  what  we  can 
in  safety.  Bnt  one  of  the  natural  results  of  tnese  great  combinations  is  cheapening 
the  cost  of  production  and  cheapening  the  products  in  cost  to  the  consumer.  The 
consumer  does  not  care  how  mucn  he  pays  for  a  fancy  brand  of  whisky.  If  a  man 
wants  Old  Crow  he  does  not  care  whether  you  charge  him  $2.50  a  gallon  or  i^;  he 
wants  Old  Crow.  Or  if  a  man  wants  Mount  Vernon  he  does  not  care  if  the  price  of 
Mount  Vernon  is  $5:  he  has  it,  and  is  going  to  have  it,  because  he  can  make  a  profit 
on  it  everywhere.  But  when  you  come  to  a  product  like  raw  proof  spirits  it  is  a  ques- 
tion of  getting  such  a  cost  of  production  that  yoa  can  make  a  proht;  that  you  can 
market  your  ]iroduct  at  a  profit  on  the  cost.  In  uther  words,  no  control  of  the  spirits 
business  is  possible  unless  yon  keep  your  price  very  close  to  the  cost  of  produc- 
tion. But  when  it  comes  to  brands  of  whisky,  anything  in  reason.  The  purchaser 
cares  nothing  about  the  price  so  long  as  you  do  not  overorodnce  the  brand.  If 
there  is  an  actual  consumption  of  3,000  barrels  of  Mount  Veroon  always,  and  we 
do  not  make  any  more  than  that,  and  every  man  that  gets  6  barrels  knows  that  it  is 
going  to  be  used,  and  somebody  is  going  to  drink  up  that  5  barrels,  he  had  Just  as 
soon  pay  $5  a  gallon  as  50  cents.  But  when  you  produce  more  than  that  by  500  bar- 
rels tne  overproduction  of  that  whisky  fixes  the  value  of  the  3,000  barrels;  and  the 
whole  secret  of  making  money  out  of  the  standard  brands  of  whisky  is  the  secret  of 
keeping  production  down. 

Q.  You  would  say,  then,  that  the  chief  advantage  of  your  combination  is  that  you  can 
control  your  output,  especially  of  those  brands r— A.  We  absolutely  control  the  out- 
put of  the  standard  brands;  that  is  absolutely  within  our  own  hands.  We  will  not 
produce  1  gidlon  more  of  whisky  than  the  country  will  take — than  the  actual  consump- 
tion shows.  Bat  we  mean  to  control  the  output  of  spirits  by  selling  spirits  at  a 
price  very  close  to  the  cost  of  production. 

Q.  Thecontrolof  the  output  of  spirits  comes  from  the  fact  of  keeping  the  price 
low  rather  than  Ax>m  the  fact  of  controlling  so  large  a  proportion  of  the  capacity  t— 
A.  That  is  all;  nothing  else.    Anybody  can  make  spirits. 

MORS  WHISKY  AND  ALCOHOL  USED  IN  GOOD  TIMES. 

Q.  Are  yon  exporting  any  spirits t^No  answer.) 

Q*  (By  Mr.  Farquhar.)  Wnat  is  your  practical  observation  in  respect  to  the  con- 
sumption of  stimulants  by  the  people  in  good  times  and  hard  times  f — A.  There  is 
more  whisky  oonsumed  as  a  beverage  in  good  times  than  in  hard  times,  naturally. 
The  great  consumer  of  liquor  as  a  beverage  is  the  laboring  man.  He  is  the  great 
consumer,  and  when  he  has  money  he  spends  it  for  whisky  and  beer  and  cigars  and 
tobacco  and  luxuries.  When  he  has  not,  he  can  not  get  it  on  credit  easily.  He  has 
no  credit  for  whisky.  He  may  have  credit  for  dry  goods,  but  he  has  no  credit  in  a 
barroom.  That  applies  not  only  to  the  consumption  of  spirits  as  a  beverage,  but 
also  to  its  consumption  as  an  article  entering  largely  into  manafacturing  and  the 
arts  and  sciences.  When  all  the  mills  of  the  country  are  working  full  time  the  con- 
sumption of  alcohol  is  very  markedly  increased.  When  hard  times  come,  down  goes 
the  consumption.  A  very  large  quantity  of  alcohol  is  used,  I  should  say,  notwith- 
standing the  obsolete  laws  of  the  Government. 

Q.  (By  Mr.  Smyth.)  Have  you  any  statistics  of  the  consumption  of  whisky  in 
cities  and  in  theruru  districts? — A.  No;  I  have  not  at  hand,  out  I  should  Judge 
there  are  such  statistics  in  existence,  and  they  show  a  constant  increase  in  cities 
where  yon  can  get  such  statistics  with  some  degree  of  accuracy.  I  have  found,  for 
instance,  that  the  greatest  consumption  of  whisky  per  capita  is  in  the  oidtured  city 
of  Boston.  I  hope  this  will  not  get  into  the  press.  But  no  fellow  is  supposed  to 
take  a  drink  in  Boston.  They  all  go  up  the  alleys,  etc.  But  the  consumption  of 
spirits  per  capita  is  greatest  in  the  New  England  States.  That  is  due  absolutely  to 
the  climate. 

Q.  (By  Mr.  Jbnks.)  Ton  say  of  spirits;  that  is,  not  whisky  t— A.  When  I  say  spirits 
in  this  connection  I  mean  all  that  comes  firom  spirits;  spirits  is  the  great  basis  for  it. 

Q.  (By  Mr.  Ratchford.)  Have  yon  any  statistics  showing  the  consumption  of 
whisky  by  the  laboring  classes  as  compared  with  other  classes ¥— A.  I  oonld  not  give 
that,  possibly. 

Q.  I  understood  you  to  say  that  the  great  consumer  of  whisky  was  the  laboring 
man.  What  do  yon  base  that  statement  onf — A.  On  the  fact  that  there  are  more 
laboring  men  than  any  othermen  in  the  country.    They  are  about  6  to  I.    That  is  all. 
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IF  THE    PRICK    GOES    UP,   A  DRINK    COSTS   THK    SAME,   BUT   THBBX   IS   I^KSS  WHISKY 

AND  MORE  SPIRITS  IN  IT. 

Q.  Toa  said  that  as  far  as  the  price  of  whisky  to  the  oonsmner  was  conoemed,  the 
consumer  cares  little  whether  it  was  $2.50  or  $3  a  gallon.  Are  we  to  infer  from 
that,  that  the  laboring  man  does  not  care  what  he  pays  for  it? — ^A«  Oh,  it  does  not 
cost  him  any  more.    He  pays  10  cents  for  his  drink. 

Q.  Regardless  of  the  cost  originally  f— A.  It  does  not  make  any  difieresioey  and 
really  the  retailer  pays  little  more  in  proportion. 

Q.  Have  yon  not  seen  15  cents  paid  for  itf — A.  I  am  speaking  of  the  ordinary 
drink  in  the  ordinary  barroom ;  bat  of  course  we  are  accnstomed  to  pay  15  and  ^ 
cents  straight,  and  in  periods  of  great  prosperity  I  have  |>aid  as  hign  as  25  cents 
when  I  wanted  it  verv  badly.  The  ordinary  price  of  a  drink  is  10  cents.  But  say 
the  ordinary  retailer  buys  5  barrels  of  whisky  at  $1.50  per  gallon.  Now,  if  there  is 
a  variation  of  2  or  8  cents  in  the  cost  of  spirits,  he  still  pays  $1.50  for  the  whisky; 
he  may  not  have  as  much  rye  whisky  in  ttiat  whisky — he  gets  more  spirits  and  less 
whiskvy  that  is  all.  But  the  Jobber  or  distiller  is  the  man  who  really  saffers,  if  any- 
body does,  from  the  increase  in  price,  and  he  recoups  himself  by  reducing  the  qoali^. 
In  other  words,  instead  of  patting  5  gallons  of  rye  whisky  in  the  $1.ot)  whisky,  he 
will  simply  put  in  4. 

Q.  (By  Mr.  Jknks.)  When  the  price  of  spirits  sroes  np,  practically  no  one  loses 
except  the  consumer  in  the  quality  f — A.  Praoticulj^  no  one  loses  except  the  fellow 
who  drinks  it.  In  the  end  he  gets  a  little  more  spirits  and  a  little  less  whisky,  that 
is  all. 

Q.  In  the  case  of  the  brands  of  whisky  that  are  bottled,  the  consumer  pays  it  there 

directly  in  the  higher  price  per  dozen A.  (Interrupting.)  No;  tne  price  for 

cased  goods^in  the  first  place,  it  is  a  question  veiy  much  of  brands.  Very  popular 
brands  command  anywhere  ftom  $12  to  $18.  It  makes  very  little  difference  if  whisky 
has  gone  up  15  or  20  cents  a  gallon.  It  simply  means  an  additional  cost  of  20  or  & 
cents  on  that  case  of  goods  which  is  sold  firom  $18  to  $20.  And  there  again  the 
retailer  does  not  pay  any  more  and  the  Jobber  does  not  pay  any  more. 

CONSUMPTION  QREATEST  IN  NEW  ENGLAND. 

Q.  (By  Senator  Kyle.)  Tonr  statement  was  that  the  per  capita  consamption  of 
spirits  was  greatest  in  Massachusetts  t— A.  I  say  in  the  New  England  States. 

Q.  The  New  England  States? — A.  I  say  I  thiuK  it  is  due  to  the  climate. 

Q.  Greater  than  it  would  be  in  North  Carolina,  for  instance  t — A.  In  North  Carolina 
there  is  a  great  deal  of  com  whisky  consumed,  but  we  can  not  get  at  any  statistics. 

EXPORTS  HAMPERED  BY  GOVERNMENT  REGULATIONS. 

Tou  were  talking  about  the  matter  of  exports.  We  have  tbe  neatest  oom-prodncing 
country  in  the  world.  We  make  alcohol  cheaper  than  any  other  country  on  the  face 
of  the  globe.  There  was  a  time.  20  years  ago,  when  we  exported  as  much  as  150,000 
barrels  of  alcohol  in  one  vear.  Germany  was  losing  that  trade,  and  seeing  her  disad- 
vantage, gave  an  export  bounty,  which  took  away  the  trade  from  this  country.  But. 
notwithstanding  that  bounty  that  was  given  by  the  German  Government^  we  coulcL 
easily  compete — the  distillers  in  this  country  could  easily  compete — if  we  had  equal 
facilities  for  shipping.  What  keeps  the  trade  away  firom  us  now  is  the  high  rate  of 
freight,  because  we  have  got  to  put  this  stuff  into  barrels  at  once,  into  cooperage, 
ship  it  from  Peoria  to  New  York,  and  from  New  York  to  the  dis^bnting  points, 
Hamburg;  and  Marseilles.  What  we  have  been  trying  to  bring  about  in  the  last  3  or 
4  years  is  a  regulation  permitting  us  to  store  alcohol  in  tanks,  and  ship  it  in  tank 
cars,  and  then  in  tank  compartments  or  tank  steamers  to  the  other  side.  That,  prao- 
ticaily,  would  give  us  control  of  the  export  business  of  the  world.  It  is  scarcely 
understood  what  that  means  to  the  agricultural  interests  of  the  country.  It  means 
that — General  McNulta  has  gone  into  that;  he  was  very  familiar  with  that' — 
in  times  of  great  surplus  corn  crops,  when  the  price  of  com  is  cheap,  the  ability  to 
manufacture  alcohol  and  keep  it  would  permit  the  distilling  companies  to  purchase 
BO  much  com  for  that  purpose  as  to  appreciably  affect  the  market,  and  they  could 
make  the  alcohol  at  such  times  as  the  market  for  com  was  appreciably  lower  than 
the  average  times.  It  would  be  a  great  benefit  for  that  reason  alone,  not  taking  into 
coDsideration  the  new  industry  created  by  the  manufacturing  of  new  alcoh^,  the 
railroads  getting  the  advantage  of  that  business,  the  steamers  employed  for  that 
purpose,  at  no  loss  to  anybody.  It  is  simply  a  change  in  the  existing  regulations, 
and  it  has  been  delayed,  I  think,  by  the  Government.    The  Treasury  Department 

1  See  Mr.  McNulta,  pp.  225-230. 
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acknowledges  the  embarriissmeiit  and  the  harassing  of  the  proper  condact  of  this 
business  simply  for  need  of  some  slight  change  in  the  present  laws,  simply  a  modifi- 
cation. 

PBICB  OF  SPIRITS  BASED  ON  PRICE  OF  CORN— NO  CUTTING. 

Q.  (By  Mr.  Jsnks.)  Ton  spoke  some  time  ago  with  reference  to  the  cheapened 
cost  of  mannfacture  of  spirits  on  account  of  the  organization.  Is  your  company  in 
the  habit  of  meeting  competition  in  special  localities  by  special  cuts  in  prices  in 
those  localities? — A.  No;  I  have  dropped  all  that  sort  of  business  absolutely. 

Q.  You  used  tof — A.  That  was  the  method  heretofore;  that  was  the  method 
employed  by  people  heretofore  connected  with  the  business,  but  since  I  have  been 
connected  with  it  we  have  adopted  the  present  policy. 

Q.  What  is  the  method  nowf— A.  We  make  prices  for  spirits  at  which  we  make  a 
small  profit,  and  anybody  is  welcome  to  sell  at  that  price.  We  do  not  oare  where 
they  come  from. 

Q.  That  price  is  based,  I  suppose,  on  the  price  of  com  t — ^A.  Absolutely,  com  being 
the  great  factor  in  the  production  of  spirits. 

Q.  What  is  the  general  market  price  to-day  f— A.  The  price  to-day  is  $1.23. 

Q.  And  does  that  fluctuate  with  the  com  fluctuations t — A.  We  make  a  fluctua- 
tion of  half  a  cent  a  giJlon  for  each  fluctuation  of  2  cents  per  bushel  of  com. 

Q.  You  take  as  a  basis  No.  2  white  comf — A.  We  take  as  a  basis  No.  2  cash  com 
at  Chicago. 

Q.  The  Chicago  price  being  your  basis  t — ^A.  Yes. 

Q.  Instead  of  the  Peoria  price f — A.  Yes;  Chicago  No.  2  cash,  for  the  reason  that 
we  have  a  daily  and  almost  a  minute  quotation  of  com  in  Chicago,  and  we  have  not 
in  Peoria. 

Q.  Then  all  yonr  aeents  throughout  the  country  are  instructed  to  sell  at  those 
rates  regularly,  regardless  of  what  your  competitors  may  dof — A.  Our  instructions, 
as  I  explained  to  you  heretofore,  are  to  sell  the  products  of  the  American  Spirits 
Association  at  the  price  of  $1.23.  This  price  is  given  by  the  United  States  Spirits 
Association  to  their  salesmen,  and  they  are  instructed  what  the  price  of  spirits  is, 
f.  o.  b.  That  simply  forms  the  basis  for  the  different  articles  sold  by  these  dis- 
tributing houses— blends,  compounds,  rectified  goods,  gins,  whiskies,  brandies,  and 
so  on.  They  are  notified  that  the  basis  of  these  is  $1.23,  and  then  all  these  tilings 
are  sold  at  so  much  over  the  base.    Is  that  clear! 

Q.  That  does  not  still  make  it  quite  clear  as  to  whether  they  are  permitted  to  cut 

g rices,  or  whether  they  are  instructed  to  cut  prices  in  order  to  meet  rivals. — ^A.  We 
ave  ffiven  absolute  and  strict  instructions  to  all  of  our  people  not  to  cut  prices. 

Q.  Your  prices  are  fixed  regardless  of  what  your  rivals  dof — A.  That  is  right;  in 
other  words,  it  is  the  policy  of  running  our  company.  The  policy  of  driving  a  man 
out  of  Boston  and  following  him  to  New  Orleans  has  been  proved  to  be  a  reckless 
policy,  because  you  drive  him  out  of  Boston  and  he  only  sets  up  somewhere  else. 
We  do  not  want  to  drive  anybody  out  of  business;  we  want  to  see  him  make  money. 

Q.  You  put  your  price  where  he  can  make' some  f— A.  Our  price  is  satisfactory  to 
us,  and  is  put  at  a  price  and  kept  at  a  price  where  we  make  a  profit. 

Q.  But  at  the  same  time  you  calculate  that,  owing  to  the  advantages  you  have  in 
production,  you  keep  the  price  where  you  are  not  likely  to  encourage  or  increase 
competition  f — A.  Mliat  we  think  we  accomplish  by  this  is  that  we  do  not  tempt 
new  competition.  Existing  plants  run  and  tney  will  run ;  it  is  human  nature  to  run. 
A  man  says,  I  am  not  making  any  money  now  but  I  will  make  money  next  year;  and 
he  will  stay  in  the  business. 

Q.  (By  Senator  Kyle.)  I  understand  this^  of  course,  is  because,  according  to  your 
pliui,  you  can  make  money  in  your  plants  if  anybody  canf — A..  Yes.' 

PRACTICALLY  NO  EXPORTS— THE  FOREIGN  CONSUMPTION. 

Q.  (By  Mr.  Ratchford.)  I  should  like  to  hear  the  export  trade  question  followed 
a  little  further  as  to  the  amount  of  whisky  exported  now  by  your  company. — A. 
Practically  none.  When  I  say  practically  none,  there  are  times — ^it  has  nappened 
within  the  last  20  years  twice  or  three  times,  when  the  potato  crop  in  Germany  has 
}>een  a  failure — that  we  have  been  able  to  get  some  of  that  business.  Last  year  we 
had  some  business  with  the  Japanese  Government.  We  have  built  up  quite  a  busi- 
ness in  Japan.  But  the  business  that  we  are  looking  for  is  the  very  large  business 
in  fdcohol — that  is,  the  great  consumption  of  alcohol,  of  German  alcohol-— that  is  used 
for  the  fortification  of  the  ordinary  wines;  for  instance,  the  Italian  anl  the  Span- 
ish wines,  the  production  of  which  is  something  stupendous,  something  between 
800,000,000  and  900,000,000  gallons  a  year.  That  u  rather  startling.  For  the  fortifi- 
cation of  these  wines  about  10  per  cent  of  alcohol  is  used— that  is,  from  ^,000,000  to 
90,000,000  gallons.  The  alcohol  which  is  required  now  is  supplied  by  Hungary  and 
Germany.    If  we  could  have  distributing  points,  if  we  conla  ship  in  tank  cars  to 
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the  seaboard  and  in  tank  steamers  across  to  Hamburg,  which  is  a  free  port^  and  to 
Marseilles;  which  are  the  dlstribating  points,  that  business  would  go  to  this  country. 

NO  WHISKY  EXPORTED   FOR  SALS;  ONLY  TO  BB    RBDfFOBTED,   AVOIDING  THX    TDCB 

LIMIT  ON  THB  TAX. 

Q.  In  ganging  the  number  of  barrels  to  produce,  upon  the  basis  of  the  consump- 
tion of  the  previous  year,  is  it  not  a  fact  that  an  excessive  amount  is  sometimes  pro- 
duced—an amount  of  a  certain  brand  in  excess  of  the  market  requirements  t — ^A.  Ton 
are  speaking  of  spirits  f 

Q.  Yes.  And  in  that  case  it  is  exported,  is  it  not,  generally  f— A.  There  is  no  over- 
production of  spirits  and  there  is  no  such  thing  as  brand  in  spirits. 

Q.  Is  the  same  true  of  whisky  f — A.  There  have  been  periods  of  overprodnction 
of  whisky.  The  Oovemment  permits  whiskies  to  remain  in  a  bonded  warehouse, 
you  understand,  for*  eight  years.  This  law  has  been  changed  since  1894,  so  that 
we  have  not  faced  any  period  of  overproduction  up  to  now,  but  we  are  3p*t  get- 
ting at  it  now,  so  that  ic  will  be  a  new  phase  in  the  business  in  1900.  That  will 
be  the  maturity  of  the  1892  whiskv.  The  Government,  through  another  one  of  its 
very  sensible  regulations,  says:  '^You  must  pay  the  tax  on  this  whisky  in  1900, 
but  if  you  do  not  pay  the  tax  we  will  give  y(fu  the  right  to  export  it."  In 
other  words,  if  a  man  does  not  want  to  pay  the  tax  at  the  end  of  the  8  years,  he 
exports  it  to  Bremen.  The  German  mercnants  are  very  sharp  merchants,  and  they 
see  a  point  quicker  than  we  do,  I  think.  They  have  established  wareihoaaes  in 
Bremen  for  that  purpose.  A  man  in  Kentucky  can  export  his  whisky  to  Bremen;  he 
can  leave  it  there  as  long  as  he  pleases;  he  pays  the  warehouse  charges,  and  ]^ys 
the  freight,  and  be  can  leave  his  whisky  in  Bremen  until  there  is  a  demand  for  it  in 
this  country.  Then,  when  that  demand  comes,  be  brings  it  back  and  pays  the  tax 
on  what  is  left  in  the  barrel,  and  then,  of  course,  finds  the  market.  Now,  of  eourse, 
the  natural  way  and  the  sensible  way — and  all  other  countries  have  it — ^is  that  the 
man  pays  the  tax  when  he  uses  it,  and  pays  the  tax  on  so  much  of  the  stuff  as  he  uses. 
Q.  A^'hen  whisky,  alcohol,  and  spirits  are  exported,  are  they  usually  sold  in  foreign 
markets  for  the  same  prices  that  they  command  in  this  country  f — A.  Ton  want  to 
j  separate  them.    When  whisky  is  exported  it  is  simply  exported  to  set  it  out  of  the 

country,  not  to  find  a  market.  The  intention  is  to  oring  it  back.  There  is  an  affi- 
davit required  by  the  Government  here,  which  says  that  this  whisky  is  bona  fide 
exported  in  that  way  and  intended  for  sach  a  market  and  not  intended  solely  for 
export.  Well,  the  fellow  simply  means  to  export  it  and  says,  ''Yes;  I  expect  to  sell 
j  it,'^  with  the  mental  reservation  that  he  knows  that  he  can  not  sell  and  does  not 

\  expect  to.    That  is  all  there  is  about  it.    There  is  a  smiJl  amount  of  whiskieB  sold 

in  foreign  countries,  but  they  are  simply  consumed  by  Americans  over  there. 

INJURIOUS  GOVERNMENT  REGULATIONS. 

• 

Q.  (By  Mr.  Jenks.)  Why  do  you  put  your  alcohol  and  spirits  so  largely  into  bar- 
I  rels — wooden  barrels-— instead  of  storing  them  in  metal  f — A.  The  law  does  not  permit 

I  us  to  store  them  in  metal. 

Q.  Do  yon  think  it  would  be  wise  to  have  the  law  changed  in  that  particular? 
I  Is  there  any  reason,  as  regards  the  qualitv  of  the  goods,  for  keeping  them  in  wood  t — 

!  A.  Absolutely  none;  it  is  detrimental  to  keep  them  in  wood. 

Q.  Besides  the  waste  f — A.  Waste  and  coloring.    As  regards  coloring,  the  ouality 
I  of  alcohol  depends  on  the  coloring.    It  must  be  white  to  be  merchantable;  and  when 

it  has  been  barreled  up  in  wood  for  two  or  three  weeks,  it  is  liable  to  color,  which 
makes  it  less  valuable. 

Q.  (By  Mr.  Farquhar.)  Have  these  recommendations  in  respect  to  spirits  been 
made  to  the  Government  in  any  form  f — A.  There  was  a  bill  introduced  in  1897,  both 
in  the  House  and  the  Senate. 

Q.  Ir97f— A.  I  think  it  was  in  1897.  It  was  introduced  in  the  House  by  the 
Con^essman  f^om  our  district,  Mr.  Graff,  and  in  the  Senate,  I  think,  by  Senator 
Pettigrew ;  a  bill  which  covered  this  particular  matter. 

Q.  (By  Mr.  Ratchford.)  Your  company  has,  no  doubt,  a  great  many  laboring  men 
employed  f — A.  W^e  have  a  great  many,  but  the  element  of  labor  is  not  an  important 
factor  in  our  business.  These  plants  are  almost  operated  automatically.  Labor  is 
not  a  very  large  item  with  them :  it  is  a  very  small  one. 

Q.  You  have  no  difficulty  witn  strikes  or  anything  of  that  sortf — A.  Nothing  of 
that  sort;  never  have  had  a  strike.    I  don't  remember  any  strike  in  a  distilleiy. 
Testimony  closed. 
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Washington,  D.  C,  October  16, 1899, 
TESTIMOHT  OF  MB.  W.  T.  OBAHAM, 

Second  vioe'prendeniof  the  Amerioan  Tin  Plate  Company, 

At »  meeting;  of  the  United  States  Industrial  Commission  held  at  its  offices  in  the 
Bliss  Bnilding  October  16,  1899,  Mr.  W.  T.  Graham,  second  vice-president  of  the 
American  Tin  Plate  Company,  after  being  duly  sworn  at  3.15  p.  m.,  testified  on 
the  subject  of  trasts. 

Q.  (By  Mr.  Jenks.)  Will  yon  kindly  state  yonr  name  and  address? — A.  W.  T.  Gra- 
ham, Chicago,  111. 

Q.  You  are  the  vice-president  of  the  Amerioan  Tin  Plate  Company? — A.  Second 
vice-president. 

Q.  Do  you  hold  any  official  position  in  the  National  Steel  Company? — A.  No,  sir. 

Q.  In  the  American  Steel  Hoop  Company  ?— A.  No,  sir. 

Q.  Are  you  a  director  in  these  companies? — A.  In  both  of  them. 

Q.  How  long  have  you  been  engage^l  in  the  tin-plate  business? — A.  Well,  I  think 
since  about  1^  I  have  been  to  some  extent  in  the  tin-plate  business,  in  a  very  small 
way. 

DETAILS  OF  TIN-PLATE  BUSINESS. 

Q.  I  wish,  to  begin  with,  that  you  would  tell  us  something  about  the  business 
itself,  in  order  that  we  may  understand  what  you  are  saying.  What  is  your  finished 
product? — ^A.  The  finished  product  is  tin  plate,  or  finely  finished  steel  plate  coated 
with  tin  or  a  mixture  of  tin  and  lead. 

Q.  You  have  simply  the  one  quality  in  the  main?— A.  No,  sir;  we  have  different 
qualities. 

Q.  What  is  teme  plate  in  distinction  from  tin  plate? — A.  Roofing  plate  coated 
witii  a  mixture  of  tin  and  lead. 

Q.  What  is  the  ordinary  basis  for  the  quotation  of  prices  of  tin  plate? — A.  14  by 
20,  a  box  containing  112  sheets;  that  is,  the  size  of  the  plate  is  14  by  20. 

Q.  Is  it  yonr  custom  in  quoting  prices  to  anote  New  York  prices  or  prices  f.  o.  b. 
at  the  mill? — A.  Delivery  prices,  at  New  York  or  anywhere  else — ^the  destination  of 
the  plate. 

Q.  You  usually  quote  in  that  way? — A.  Yes. 

Q.  And  you  pay  the  freight  yourselves? — A.  Not  necessarily.  Sometimes  the  cus- 
tomerpays  the  freight  and  deducts  it. 

Q.  What  are  the  chief  raw  materials  that  you  use? — ^A.  The  chief  ones  are  st-eel 
and  pig  tin. 

Q.  In  what  form  do  you  consider  the  raw  material— the  steel?  Is  it  the  steel  plate 
itself? — A.  Steel  billets,  steel  slabs,  and  steel  bars.    We  use  steel  in  all  these  shapes. 

DIPPING  WORKS. 

Q.  In  the  manufacture  of  tin  plate  is  it  customary  at  some  manufacturing  estab- 
lishments to  buy  the  black  plate  and  then  simply  coat  it  by  dipping  it?  Are  there 
any  dipping  works? — A.  There  are  dipping  works;  ves. 

Q.  What  is  the  difference  between  that  method  of  manufacturing  and  yours?— A. 
They  do  not  roll  the  black  plate ;  they  do  not  roll  the  steel. 

Q.  In  your  establishments  you  roll  the  steel  into  these  plates  and  then  dip  the 
plates  also? — A.  Yes. 

Q.  These  other  establishments  simply  have  the  second  process?— A.  Yes. 

Q.  How  many  dipping  works  are  there  in  the  country  now? — A.  Really  I  could 
not  answer  that. 
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Q.  Ton  do  not  remember  how  many  dipping  works  there  are  in  the  coon  try  f — A. 
I  do  not  remember. 

Q.  Do  you  know  whether  there  are  as  many  in  the  country  now  as  there  were 
when  the  American  Tin  Plate  Company  was  organized? — A.  I  tiiink  practically  the 
same  nomber.    It  may  have  varied  one  or  two. 

SIZE  OF  PLANTS — COST  OF  MILLS. 

(^.  What  is  the  basis  of  the  estimate  of  the  output  of  a  tin-plate  plant?  Can  yoa 
estimate  the  size  of  an  establishn^ent  by  the  number  of  hot  mills  or  anything  of 
that  kind? — A.  Yon  can  estimate  that  a  given  mill  is  in  the  habit  of  taming  oot  do 
much  ner  day ;  that  is,  it  will  do  it  on  the  averi^ge.    That  is  about  the  only  way. 

Q.  Can  yon  give  us  an  estimate  as  to  the  cost  of  putting  up  a  tin-plate  mill  now 
compared  with  what  it  was  at  the  time  the  American  Tin  Plate  Company  waa  organ- 
ized i — A.  I  can  not  give  von  an  estimate  of  it.  I  only  know  in  a  general  wiiy  that 
the  cost  of  construction  has  vastly  increased ;  in  some  lines  of  work  oTor  100  per 
cent,  some  less. 

SELLS  BLACK  PLATE  TO  ALL  DIPPERS  THAT  WAITT  TO  BUY. 

Q.  Do  you  yourself  ever  sell  black  plate  f — A.  Yes. 

Q.  Have  you  refused  at  any  time  to  sell  black  plates  to  dipping  works  wlien  they 
wanted  to  buy  themf — A.  No,  sir. 

AMERICAN  TIN  PLATE  COMPANY — HISTORY  OF  ORGANIZATION. 

Q.  At  what  time  was  the  American  Tin  Plate  Company  organized? — A.  In  Decem- 
ber, 1898. 

Q.  Will  you  give  us  briefly  the  reasons  for  the  fonuation  of  the  American  Tin  Plate 
Company? — A.  Well,  the  American  Tin  Plate  Company  was  organized  at  the  insti- 
gation originally  of  the  manufacturers  of  tin  plate.  They  had  frequent  meetings 
to  consider  the  condition  of  their  trade,  and  they  were  the  instigators  of  the 
organization. 

Q.  Had  there  been  any  attempts  at  organization  for  some  time  before  the  Tin  Plate 
Company  was  finally  organized  f — A.  Well,  what  do  you  mean  by  '*  some  time  before?^ 

Q.  Say  2  or  3  years  before.— A.  I  do  not  know  of  any.  The  first  move  of  that 
kind  resulted— although  it  was  perhaps  dormant  for  a  little  while— in  the  organi- 
zation of  the  American  Tin  Plate  Company. 

Q.  The  efforts  that  were  spoken  of,  for  example,  in  the  papers  for  some  months 
before  were  substantially  the  same  movement,  delayed  somewnat  in  completion ?— 
A.  Yes;  it  began  a  year  before. 

PRKFKKJIED   AND  COMMON  STOCK. 

Q.  What  is  the  capitalization  of  the  American  Tin  Plate  Company  ? — A.  $46,000,000, 
I  think,  is  the  issued  capital. 

Q.  And  what  is  the  authorized  capital? — A.  $50,000,000. 

Q.  What  proportion  of  this  stock  is  common  stock  and  what  proportion  is  pre- 
ferred?—A.  $18,000,000  is  preferred  and  $28,000,000  common. 

Q.  What  is  the  nature  of  the  preferred  stock;  what  special  advantages  does  it 
have? — A.  I  think  that  that  question  might  be  answered  by  someone  else  better 
than  by  myself. 

Q.  What  rate  of  interest  is  paid  on  that,  and  is  the  interest  cumulative? — ^A.  It  is 
7  per  cent  cumulative  stock. 

Q.  Does  the  preferred  stock  have  any  preference  in  voting  over  the  other? — ^A.  As 
I  understand  it,  all  stock  has  an  equal  right  to  vote. 

BUYING  THE  PLANTS— SUBSCRIBING  TO  THE  STOCK. 

Q.  There  seem  to  be  ten  millions  more  of  common  stock  issued  than  preferred. 
Why  is  it  arranged  in  that  way?  In  the  purchase  of  the  different  plants  that  came 
into  the  combination,  what  was  the  general  mode  of  organization?  What  was  the 
general  mode  of  purchase  of  the  difi^erent  plants? — A.  liie  option,  we  might  call  it, 
was  for  cash.  They  simply  bought  our  mill,  or  any  other  manufacturer's  mill,  at  a 
price  payable  in  cash. 

Q.  You,  for  example,  when  yon  sold  your  mill,  sold  it  at  a  cash  price? — A.  Yes. 

Q.  Then  when  the  organization  was  made  and  this  stook  was  issued  you  were  at 
liberty  to  subscribe  for  stock  instead  of  taking  cash? — ^A.  To  a  certain  extent;  I  do 
not  know  that  we  were  at  liberty.  We  will  put  it  this  way — I  was  allowed  to  take 
some  stock. 


THE   TIN-PLATE    COMBINATION: — GRAHAM.  851 

Q.  Who  was  it  that  determined  how  much  stock  you  could  takef — A.  I  can  not 
say  who  it  was  that  aUowed  it.  Whoeyer  it  was  that  presented  the  subscription 
paper  would  say  that  if  yon  desired  to  take  cash  for  the  property  you  oonld  hare  it, 
or  you  could  have  that  much  stock.  I  do  not  know  anytning  about  that.  I  simply 
said  I  wished  to  take  that  much  stock,  and  it  was  giyen  me.  Really,  who  presented 
the  paper  I  can  not  tell  you  now. 

$200  FOR  $100. 

Q.  At  what  rates  were  those  shares  of  stock  offered  as  compared  with  the  cash 
price  offered  for  your  plant  f — A.  For  each  $100  of  cash  consideration  yon  were  the 
recipient  of  $100  in  preferred  stock  and  $100  in  common. 

Q.  Do  yon  know  whether  there  were  any  yariations  made  from  these  rates  or  not  f — 
A.  No,  sir. 

Q.  (By  Representatiye  Livingston.)  Do  we  understand  yon  to  say  you  got  100 
common  and  100  preferred  for  $100? — A.  For  $100  cash  consideration  we  had  the 
option  of  taking  the  cash  or  $100  each  of  the  9.  classes  of  stock,  preferred  and  common. 

Q.  That  is,  you  got  200  for  100 f— A.  Yes,  100  common  and  100  preferred. 

EACH  CONCERN  HADE  ITS  OWN  BARGAIN. 

Q.  (By  Mr.  Jbnks.)  In  selling  the  different  indiyidual  plants  that  went  into  the 
combination,  what  was  the  basis  of  estimation  of  the  value  f  Was  it  the  earning 
capacity  of  the  plant  as  its  earning  capacity  would  be  after  the  organization  was 
formed,  or  was  it  the  cost  of  building  the  plant,  or  was  it  the  cost  of  putting  up  a 
new  plant,  or  what  was  the  basis  of  estimate  f — A.  I  do  not  know.  We  were  dealt 
with  as  a  separate  company.    Our  option  was  taken  at  a  separate  price. 

Q.  That  is,  you  were  asked  what  you  would  take,  and  yon  fixed  the  price? — A. 
Yes. 

Q.  Do  different  individuals  who  sold  know  what  was  given  to  other  individuals  f — 
A.  They  do  not,  so  far  as  I  know. 

Q.  Each  one  was  dealt  with  separately? — A.  Each  one  was  dealt  with  as  a  sepa- 
rate indiyidual. 

Q.  As  regards  the  way  in  which  the  company  is  now  organized  for  doing  bosineBs. 
could  you  tumish  the  commission  with  copies  of  the  articles  of  incorporation  ana 
by-laws? — A.  I  could  not.    I  have  not  got  them. 

Q.  Could  they  be  furnished  by  the  company? — A.  They  might  be.  I  do  not  know 
whether  they  have  copies  of  them. 

Q.  I  suppose  a  copy  could  be  made  without  very  great  difficulty? — A.  My  position 
is  not  such  that  I  usually  notice  those  things. 

Q.  So  far  as  you  are  concerned  you  can  not  agree  to  furnish  a  copy? — A.  I  can  not; 
no,  sir. 

Q.  Under  what  State  laws  were  you  organized? — A.  New  Jersey. 

Q.  Does  your  company  keep  in  the  State  of  New  Jersey  its  transfer  books  and  it« 
stock  books? — A.  Really,  I  do  not  know ;  mine  is  the  commercial  end  of  the  business. 

Q.  That  is  outside  of  your  range  of  the  business,  then? — A.  That  is  outside  of  my 
range  of  the  business.  I  do  not  know  anything  about  it,  do  not  worry  about  it, 
and  do  not  know  anything  about  it. 

NO  SALES  TO   RETAILERS.      NO  DISCRIMINATION  BETWEEN  JOBBERS. 

m 

Q.  In  your  dealings  with  the  trade  do  yon  deal  directly  with  retailers,  or  do  yon 
deal  with  jobbers  or  wholesalers? — A.  We  deal  directly  with  the  wholesale  dealers 
or  jobbers  and  the  large  consumers.    We  do  not  sell  the  retail  trade. 

Q.  You  sell  onl^  to  the  wholesalers? — ^A.  Only  wholesalers  and  large  consumers. 

Q.  Have  you,  since  you  have  engaged  in  the  business,  refused  to  sell  to  any  of 
these  jobbers? — A.  No,  air;  we  have  not. 

Q.  Yon  make  no  discrimination  between  jobbing  houses  at  all? — A.  No,  sir;  we 
do  not. 

Q.  And  there  have  been  no  exceptions  to  that? — A.  We  do  not  refuse  to  sell  to 
any  of  them ;  there  is  no  discrimination  whatever. 

jobbers'  brands  and  CONTRACTS. 

Q.  Have  any  of  the  dealers  to  whom  you  have  been  selling  had  any  special  brands 
that  they  were  in  possession  of  before  your  organization? — A.  Yes. 

Q.  You  have  acquired  those  brands? — A.  Some  of  them. 

Q.  Where  you  have  acquired  brands  do  the  former  owners  have  the  use  of  those 
brands? — A.  They  do. 

Q.  Under  what  conditions? — A.  We  simply  make  the  plate  under  their  brands 
and  make  these  brands  exclusively  for  their  use.  For  instance,  we  will  not  sell  to 
one  jobber  what  is  called  the  private  brand  of  another  jobber. 
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Q.  Do  von  make  any  contract  with  that  jobber  himself  that  he  shall  bay  his  tin 
plate  exclusively  of  yon,  or  anything  of  that  kindf — A.  No,  sir. 

Q.  Do  yon  make  any  special  written  contract  with  these  jobbers  to  whom  yon  an 
furnishing  special  brands f — A.  Yes;  where  we  have  an  assig[nment  of  the  Imnd  we 
have  an  agreement  with  them  that  we  will  fttmish  them  their  plates  of  a  parUenlsr 
quality  under  that  brand,  and  that  we  will  not  sell  that  brand  to  any  other  Jobber. 

Q.  Is  there  any  statement  made  in  your  contract  with  reference  to  the  price  at 
which  they  shall  sell  that  brand  f — A.  I  believe  there  is  a  clause  in  the  oontiact 
which  guarantees  to  them  that  the  price  which  they  pay  for  that  brand  shall  not  be 
higher  than  the  price  on  the  same  quality  of  plate—tiiat  is,  if  we  were  making  a 
brand  of  the  same  quality  and  selling  it,  we  could  not  sell  the  jobber  under  that 
agreement  at  a  higher  price  than  we  were  selling  our  own. 

Q.  He  could  not  set  the  benefit  then  of  any  added  price  for  that  special  brand 
beyond  what  he  could  get  for  any  other  tin  plate  of  mat  same  quality  f — ^A.  Tes; 
because  he  gains  for  the  brand  prestige  by  distributing  it  in  a  territory,  whether 
small  or  large ;  a  brand  gains  prestige,  and  an  unknown  brand  of  the  same  quality 
will  not  sell  at  the  same  price. 

Q.  Dovou  put  in  any  q(  the  agreements  with  these  dealers  such  an  article  ss 
this :  **  The  obligation  of  the  company  to  continue  the  manufacture  of  any  brand 
shall  be  made  contingent  on  buyers  restricting  all  purchases  of  tin  and  teme  plates 
to  its  products,  and  the  company  shall  have  the  right  to  discontinue  the  manufacturs 
of  such  brands  on  evidence  satisfactory  to  its  sales  department  that  buyer  has  not 
so  restricted  purchases  f" — ^A.  The  agreement  that  is  in  force,  as  I  recollect  it^  doei 
not  contain  that  clause.^ 

Q.  Have  you  had  previously  any  agreements  that  did  contain  any  claaee  like 
thatf — A.  I  think  never,  that  were  executed. 

Q.  You  think  that  such  plans  as  that  were  under  consideration,  but  not  carried 
out  f — A.  That  is  my  recollection  of  it,  that  no  agreement  of  that  kind  was  signed. 

OUTSIDE  TIN-PLATE  MAKERfi  (DIPPERS.) 

Q.  What  proportion  of  the  tin  plate  manufactured  in  the  country  at  the  present 
time  has  the  American  Tin  Plate  Company  f — ^A.  I  oan  not  say.  These  dippers  make 
quite  a  large  product.    I  never  attempted 

Q.  To  tefl  what  per  cent  of  the  total  product  you  have  t— A.  I  never  did. 

Q.  Could  you  mention  as  many  as  hsif  a  dozen  plants  outside  of  your  organiza- 
tion f — A.  Yes,  J  think  I  could.  There  is  Norton  Brothers  &.  Co.,  Chicago;  Follens- 
bee  Brothers  <&  Co.,  Pittsburg ;  Merchant  &  Co.,  Philadelphia,  and  a  number  of 
others.  There  is  one  in  Cincinnati,  I  can  not  think  what  it  is — the  American  Tin 
Plate  and  Galvanizing  Company,  I  think  it  is  called;  John  Hamilton,  Pittebnrg,  and 
N.  &  G.  Taylor,  Philadelphia. 

KXCLUBIVS  CONTRACTS  WITH  MACHINERY  MAKERS. 

Q.  That  is  sufficient.  The  statement  has  been  made  at  different  times  that  it  is 
impossible  now  for  an  independent  manufacturer  of  tin  plate  to  secure  machinray  to 
manufacture  tin  plate  on  account  of  some  contracts  that  your  comjpany  has.  Have 
you  enforced  them,  or  have  you  had  any  contractor  any  compact  with  founders  and 
machinists  not  to  rumish  any  independent  plant  or  contemplated  plant  anything  to 
go  into  the  business  with  f — A.  I  think  that  is  outside  of  my  position ;  as  I  say,  mine 
IS  in  the  commercial  end  of  the  business,  the  business  of  selling  the  product.  I  have 
charge  of  the  sales  agencies. 

Q.  Do  you  know  with  reference  to  this :  has  your  oompany  had  any  such  con- 
tract?— A.  I  know  of  an  arrangement  or  compact  that  was  talked  of  by  which  we 
were  to  buy  the  entire  output  of  some  certain  foundries. 

Q.  Well,  by  buying  the  entire  output  that  would  shut  out  any  others  ft-om  bnving 
at  that  time  f — A.  But  we  got  with  that  the  benefit  of  the  engineers  of  each  of  tnose 
companies,  and  any  new  thing  they  might  develop  we  would  get  by  virtue  of  it. 

Q.  Have  you  had  also  arrangements  by  which  they  would  refhse  to  Aimish  even 
sheet  mills  machinery  for  making  sheet  ironf — A.  I  do  not  know  of  any  such. 

Q.  Has  the  Tin  Plate  Company  had  any  arrangements  with  the  manufacturers  of 
mills  to  build  sheet  mills  only  when  a  lease  for  2  years  was  signed  by  the  parties 
who  bought  them  and  turned  over  to  the  American  Tin  Plate  Company,  so  that  in 
that  way  you  could  control  themf — A.  I  am  not  familiar  with  the  details  of  any 
contract  oi  that  kind. 

Q.  You  do  not  say  that  contracts  of  that  kind  have  not  been  made  f— A.  I  do  not 
know  that  contracts  of  that  kind  have  not  been  made.  I  am  not  familiar  with  the 
details  of  any  such  contract.* 


I  See  Beid^.  874 ;  Mr.  OrifBths,  pp.  890-^03. 

s  See  Mr.  Wheeler,  p.  864 ;  Mr.  Beid,  p.  876 ;  Mr.  Qriffiths,  pp.  888-890. 
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Q.  (By  Representative  Livingston.)  Can  yon  make  tlie  general  statement  of  what 
the  contract  contains  without  the  details  f — A.  I  cun  not. 

Q.  (By  Mr.  Jknks.)  What  officer  of  the  company  would  he  likely  to  know  the 
detiftilB  in  reference  to  such  a  contract  f — ^A.  I  hardly  know. 

PRICK  OF  TIN  PLATE  HAS  NOT  INCRBA8KD  HORB  THAN  COST. 

Q.  What  has  been  the  course  of  prices  of  the  finished  products  since  the  American 
Tin  Plate  Company  was  formed  f — A.  They  have  been  aavanced. 

Q.  How  mucnf  Yon  can  five  us  the  figures  definitely  enough  to  show  us  what 
the  advance  has  been. — A.  The  first  price  we  made  was  $2.75  per  box ;  the  last  price 
we  made — that  is,  the  base  price — was  $4.65. 

Q.  Has  the  price  of  the  finished  product  advanced  more  than  the  price  of  the  raw 
material  f — A.  I  think  not,  sir. 

Q.  The  prices  both  of  the  steel  and  the  tin  have  advanced  in  proportion  f — A. 
Very  heavily. 

Q.  Do  you  say  that  the  prices  of  the  steel  and  of  the  tin  have  advanced  propor- 
tionately f — A.  I  do  not  know  what  you  mean  by  proportionately.  I  would  say  tnat 
the  cost  of  making  tin  plate,  b^  reason  of  the  advance  in  steel  and  pig  tin  and  labor 
and  supplies,  has  increased  quite  as  much  as  the  selling  price. 

Q.  Then  if  we  were  to  take,  let  us  say,  a  full-weight  box,  you  would  think  that 
the  increase  of  the  sheet  steel  and  the  tin  and  the  increase  in  the  cost  of  labor 
would  make  up  all  of  this  diflerencef — A.  Yes.  I  will  put  it  a  little  bit  differ- 
ently. That  the  cost  of  the  steel  and  pig  tin,  and  of  the  labor  and  the  general 
supplies  that  go  into  it  and  that  are  necessary  to  the  operation  of  a  plant,  have 
inereased  as  much  as  the  price  has  increased.' 

Q.  Will  you  explain  a  little  more  in  detail  what  are  the  general  supplies  that  go 
into  thisf — A.  Well,  there  is  acid,  there  are  rolls,  there  are  castings  that  wear  out 
and  are  broken  and  nave  to  be  replaced,  and  there  are  lubricants,  and  fuel,  and  many 
other  smaller  items.    I  have  perhaps  named  the  more  important  ones. 

ADVANCE  OF  WAGES — STRIKE. 

Q.  What  has  been  the  relation  of  the  Tin  Plate  Company  to  the  laborers  that  have 
been  working  for  itf    Have  you  increased  their  wagesf  — A.  Yes. 

Q.  How  much  f — A.  Well,  it  has  varied.  I  think  the  increase  will  run  from  15  per 
oent  as  a  minimnm  to  probably,  in  some  ca^es,  as  much  as  50  per  cent. 

Q.  What  claHS  of  laborers  have  had  their  wages  advanced  15  per  cent,  and  what 
class  of  laborers  have  had  their  wages  advanced  50  per  centf — ^A.  The  laoorers  rep- 
resented by  what  is  known  as  the  Amalgamated  Association  of  Iron  and  Steel  Work- 
ers were  advanced  15  per  cent. 

Q.  And  what  classes  were  advanced  50  per  centf — A.  Some  isolated  cases  where 
workmen  in  certain  factories  were  not  paid  so  much  as  was  paid  in  others;  where 
wages  were  considerably  below  the  ayerage,  they  were  brought  up. 

Q.  Will  you  give  us  some  of  the  details  with  reference  to  the  increase  in  wages  of 
the  workers  of  the  Amalgamated  Association f  Was  there  any  strike  or  any  formal 
demand  on  their  part  for  an  increase  in  wagesf — A.  They  presented  a  demand  for 
more  wf^es,  and  a  conference  was  agreed  upon.  When  they  met  our  people  they 
presented  their  reasons  for  an  advance  of  so  much. 

Q.  What  was  it  they  asked  forf — A.  Twenty  per  cent. 

Q.  Andthen,asthere8ultof  a  compromise,  you  advanced  them  15  per  centf — A.  We 
advanced  15  per  cent  after  discovering  that  15  per  cent  was  the  least  figure  that 
would  be  satisfactory.'    That  was  the  result  of  the  compromise. 

PLANTS  DISMANTLED. 

Q.  Have  you,  since  the  American  Tin  Plate  Companv  was  organized,  closed  any  of 
the  plants  that  were  brought  in  and  dismantled  themf — A.  Yes. 

Q.  How  many  have  been  dismantled  f— A.  I  can  not  say — 1  plant  in  Baltimore,  or 
2|  1  in  Brooklyn,  New  York.  Those  are  the  only  ones,  I  believe,  that  have  been 
dismantled. 

Q.  What  was  the  special  reason  for  thatf — ^A.  They  were  inefficient  plants,  badly 
located. 

TIN  PLATE  PRICES  IN  ENGLAND. 

Q.  Go  back  for  a  moment  to  the  question  of  prices  again.  Do  you  know  whether 
the  prices  of  tin  plate  here  have  advanced  more  in  proportion  than  prices  in  Wales 

1  See  Mr.  Reid,  p.  874;  Mr.  Griffiths,  p.  902. 
*  See  Mr.  Beid,  pp.  860,  879 ;  Mr.  Grifflthe,  p.  903 
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and  Eofflandf — A.  Yoo  woald  have  to  fix  the  date  for  the  compariaon,  beeanae,  yoa 
know,  there  are  fluctaatioDs  in  both  coantries. 

Q.  Yes.  Say  from  the  time  the  American  Tin  Plate  Company  was  organized,  ap 
to  date,  has  there  been  a  greater  increase  in  prices  here  than  in  England! — ^A.  I  can 
not  say  that  without  consulting  some  newspaper  or  trade  report  as  to  the  price  of 
tin  plate  on  the  other  side. 

Q.  You  have  not  kept  track  of  that? — A.  I  have  not  kept  track  of  it  definitely  in 
my  mind. 

SOME  KMPLOYSX8  OWN  STOCK. 

Q.  Do  the  wase  earners  in  yonr  establishment  have  stock  in  your  company  f — ^A.  I 
hare  no  donbt  tney  have.  I  nave  known  of  3  eases  personally,  and  I  imagine  tbera 
are  a  great  many  of  them. 

Q.  Yoa  know  there  are  several  cases  of  that  kindf — A.  I  know  of  several  cases 
where  the  workmen  had  stock  in  my  old  company,  and  these  I  remember;  that  is 
the  way  I  happen  to  know  it.    And  I  presume  that  thev  have  it  yet. 

Q.  Is  it  the  policy  of  the  company  to  encourage  the  baying  of  stock  by  its 
employees  f — A.  As  far  as  I  know,  the  company  does  not  encourage  anybody  to  boy 
stock. 

Q.  A  person  buys  it  if  he  wants  it  and  pays  the  price f — A.  He  can  buy  it  if  be 
wants  to.    They  do  not  buy  it  from  the  company. 

ALL  JOBBKRfi  TRKATBD  ALIKR. 

Q.  Yon  said  some  little  time  ago  that  you  sold  your  output  regularly  to  Jobben 
and  large  wholesale  dealers f— A.  Wholesale  dealers. 

Q.  Are  there  any  preferences  shown  to  the  large  jobbers,  in  special  prices f~ 
A.  There  are  none. 

Q.  They  are  all  treated  alike f — A.  They  are  all  treated  alike. 

KNOWS  OF  NO  SXCLUSIVE  CONTRACTS   WITH  STEEL  COMPANIES. 

Q.  You  said  that  you  were  a  director  in  two  or  three  companies;  the  Americsn 
Steel  Hoop  and  the  National  Steel  Company  f  What  are  the  relations  existing 
between  tne  American  Tin  Plate  Company  and  the  National  Steel  Company  f— A. 
The  National  Company  is  the  maker  of  material  which  we  buy.  We  buy  a  part  of 
our  material  from  them. 

Q.  About  what  proportion  of  your  material  do  you  buy  of  the  National  Steel  Com* 
panyf — A.  Really  I  can  not  answer  that. 

Q.  Do  you  know  what  proportion  of  their  output  you  takef — A.  No,  sir;  I  do  not. 
We  buy  a  considerable  part  of  our  material  outeide  of  the  National  Steel  Company. 

Q.  Could  you  mention  some  other  company  from  which  yon  buyf — A.  I  chink  we 
buy  from  3  or  4  others.  We  buy  from  the  Carnegie  Steel  Company;  we  buy  from 
the  Illinois  Steel  Company. 

Q.  In  buying  from  any  of  these  other  companies,  do  you  have  any  contract  giving 
you  the  exclusive  right  to  purchase f  Do  they  anee  not  to  sell  to  others f — A.  The 
contracts  that  are  in  existence,  that  I  know  of,  nave  no  conditions  to  debar  them 
from  selUng  to  anybody  else.  I  see  the  contracts  because  I  sometimes  have  some 
questions  to  settle  on  them. 

Q.  Please  repeat  that. — A.  I  say  the  contracts  that  I  have  consulted  for  purposes 
of  my  own  have  no  such  conditions. 

Q.  You  do  not  know  that  contracts  of  that  kind  have  not  been  made  by  the  com- 
pany f — A.  I  can  not  testify  negatively  to  that  question;  I  do  not  know;  bat  I  made 
some  of  these  contracts  myself,  and  I  know  there  is  no  condition  of  that  kind  in  them. 

THE  TARIFF. 

Q.  The  question  of  the  tariff  has  frequently  come  up  in  connection  with  the  Tin 
Plate  Company.  What,  in  your  judgment,  has  been  the  effect  of  the  tariff  on  tin 
plate,  upon  the  industry  in  this  country  f — A.  It  has  certainly  been  to  encourage  it, 
to  build  up  the  industry  to  the  extent  to  which  it  exists  to-day. 

Q.  What,  in  your  judgment,  would  be  the  effect  if  the  tariff  on  tin  plate  should  be 
removed? — A.  I  think,  at  present,  it  would  stop  the  manufacture  of  it  if  the  tariff  is 
removed.    I  think  it  would  kill  tne  American  tin-plate  industry,  absolutely. 

Q.  (By  Representative  Livingston.)  Could  you  have  organized  the  tin-plate  com- 
bination without  the  tarifff — A.  There  would  not  have  been  anything  to  organize. 

condition  of  the  industry  before  the  combination. 

Q.  (By  Mr.  Jenks.)  What  was  the  condition  of  the  tin-plate  industry  lust  before 
the  organization  of  the  American  Tin  Plate  Company  f     was  it  in  a  flonnshing  con- 
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ditionf — A.  No;  it  was  not.  There  was  a  condition  of  exoessive  competition,  which 
simplv  meant  that  the  strongest  people,  financially,  and  the  heat  plants,  physically, 
woald  continue  in  existence,  and  some  of  the  weaker  ones  would  go  into  bankruptcy. 

Q.  Had  there  been  before  the  organization  of  the  company,  to  your  memoij.  any 
cases  of  bankruptcy  in  the  tin-plate  industry  within  a  ^ear  or  twof — A.  If  you 
include  the  dippers,  yes.  I  do  not  know  now  of  any  mills  that  have  gone  into 
bankruptcy. 

Q.  But  your  opinion  is  that  the  condition  of  the  business  was  such  that  some 
would  have  gone  into  bankruptcy  soon  if  it  had  not  been  for  some  effort  like  this, 
made  to  relieve  it. — A.  Tes.^ 

IMPORTS  AND  EXPORTS. 

Q.  Is  there  any  tin  plate  imported  at  present  f  Has  there  been  any  within  the 
last  2  or  3  years f — ^A.  Yes;  some. 

Q.  Can  vou  sive  a  definite  estimate  as  to  how  muchf — A.  Well,  no.  Those  figures 
are  published  frequently  and  I  look  them  over  usually  when  they  come  out,  but  I 
haven't  them  in  mind. 

Q.  Do  yon  do  any  exporting  of  tin  plate f — A.  No.  We  might  ship  some  little  tin 
plate  into  Canada  and  down  into  Mexico. 

Q.  You  have  practically  no  export  trade  at  allf — ^A.  We  have  practically  no  export 
trade  at  all. 

BENEFITS  OF  CONSOLIDATION. 

Q.  You  have  spoken  of  the  unfavorable  condition  of  the  business  before  the 
organization  was  made.  Will  you  sum  up  for  us  what  you  consider  to  be  the  chief 
advantages  of  combination  as  it  has  worked  out  in  your  establishment f — A.  Well,  I 
think  it  prevents  absurd  and  suicidal  cutting  of  prices.  I  think  there  are  condi- 
tions under  which  goods  are  sold  very  much  under  cost.  I  have  done  that  myself. 
Then  we,  of  course,  naturally  expect  some  betterment  in  our  companies,  better 
equipment  of  our  plants,  bringing  them  up  to  a  better  physical  condition. 

Q.  How  is  the  combination  going  to  build  your  plant  up  to  a  better  physical  condi- 
tion f — A.  I  would  illustrate  it  by  referring  to  some  old-fashioned  mill,  built  in  the 
earlier  da^s  of  the  tin  plate  industry,  with  wooden  buildings  over  it,  where  all  of 
the  material  and  all  of  the  machinery  were  handled  simply  by  force  of  muscle ;  and, 
on  the  other  hand,  to  the  modem  plant,  iron  buildings,  with  the  floor  space  served 
all  over  with  an  electric  crane  to  pick  up  the  material  in  one  part  of  the  building 
and  put  it  in  another. 

Q.  You  can  simply  say,  then,  that  by  virtue  of  the  larger  capital  yon  can  get  a 
better  equipped  plant  than  with  a  smaller  capital? — A.  Yes. 

Q.  Is  it  necessary  that  there  be  a  capitalization  of,  say,  $50,000,000,  or  in  that  neigh- 
borhood, in  order  to  secure  these  conditions  f  Could  not  an  establishment  of 
$1,000,000,  we  will  say,  secure  these  advantages  so  far  as  plant  goesf — A.  With  the 
smaller  capital  you  may  build  a  smaller  plant  with  these  appliances,  but  the  appli- 
ances in  a  larger  mill  result  in  greater  saving  and  better  practice. 

Q.  You  have  something  like  40  different  plants,  have  youf — A.  Between  30  and  40. 

Q.  Can  you  not  make  all  of  the  saving  in  a  vast  single  plant  that  you  make  by 
these  different  plants  working  together  f — A.  In  the  production  of  plates,  perhaps 
that  is  true. 

Q.  What  advantages  have  you,  then,  from  the  combination  of  these  35  to  40  dif- 
ferent plants;  what  added  economies f — A.  The  cost  of  the  expense  in  operating 
those  plants  is  reduced. 

Q.  Can  you  show  how  it  is — ^where  you  save — the  cost  of  superintendence,  the 
cost  of  labor;  or  in  what  way  do  you  savef — A.  The  cost  of  management;  there 
would  be  a  saving  in  that.  There  would  be  a  very  great  saving  in  the  cost  of  ship- 
ping the  goods  f^om  the  most  convenient  mill;  tne  one  having  the  lowest  rate  of 
freight. 

Q.  Can  you  recall  any  other f — A.  In  selling  the  goods  there  is  unquestionably  a 
large  saving. 

Q.  How  does  the  saving  come  about  f — A.  Each  plant  in  the  business  requires  a 
selling  department,  and  all  that  that  means  in  the  way  of  agencies  and  traveling 
men  and  officials  at  home  to  direct  that  particular  branch  of  the  business. 

Q.  After  the  American  Tin  Plate  Company  was  organized,  were  you  able  to  dis- 
pense with  the  services  of  a  goodly  numoer  of  traveling  men  f — A.  Traveling  men, 
or  people  in  the  same  place;  commission  men,  or  agents  working  for  commission. 

Q.  So  that  was  quite  a  material  source  of  saving? — A.  Yes. 

Q.  Can  you  tell  now  many  men  there  were  whose  services  you  saved? — A.  I  can 
not;  but  each  separate  plant  necessarily  had  some  means  of  disposing  of  its  output. 
Some  of  them  had  more  elaborate  organizations  and  others  rather  slender  ones,  or 
sold  their  gods  through  commission  people  and  paid  others  for  selling  them. 

Q.  And  there  was  quite  a  material  saving  along  that  line? — A.  Yes. 


I  S«e  Mr.  Beid,  pp.  866, 867, 882 ;  Mr.  Moore,  p.  065 ;  Mr.  Griffiths,  pp.  896-^8, 900 ;  Mr.  Taylor,  p.  941. 
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FRUOHT  RATKS  AND  RKBATK8. 

Q.  Yoa  have  spoken  of  the  saving  that  yon  make  in  freight  rates  bv  Tirtae  of  the 
fact  that  yon  can  ship  from  nearer  plants.  Because  yon  are  a  mnoh  larger  ahipper, 
can  yon  get  special  advantages  in  Areight  rates  over  the  railroads? — ^A.  No,  sir ;  what 
I  meant  was  the  old  way  of  doing  business— the  Pittsburg  mill  might  ahip  to  Chi- 
cago and  the  Pacific  coast  and  the  Indiana  mill  to  the  Atlantic  coast.  Now  the 
orders  for  the  Atlantic  coast  are  filled  from  the  Pittsburg  mills  at  a  lower  tariff  rate 
of  freight  and  the  Western  business  is  done  ft^m  the  Western  mills. 

Q.  Yes,  I  had  understood  that :  but  I  asked  you  a  further  question,  whether  from 
the  fact  that  you  are  so  large  a  shipper  you  can  get  better  rates.— A.  I  do  not  know 
that  we  can  get  any  better  rates. 

Q.  You  have  no  knowledge  of  any  bett-er  rates  that  you  do  getf — A.  No,  sir. 

Q.  (By  Representative  Livingston.)  Any  rebates? 

Mr.  Jenks.  The  question  is  asked  whether  von  get  any  rebates. — A.  I  have  not  any 
personal  knowledge  of  any  instanoes  in  which  ^e  get  rebates. 

Q.  You  do  not  deny  that  there  are  special  advantages  given? — ^A.  I  do  not  know. 
A  good  many  of  these  people,  companies,  miffht  have  a  man  that  would  be  engaged 
to  route  shipments,  for  the  purpose  of  getting  them  throueh  quickly  and  by  the 
cheapest  route.    Wnat  he  would  do  outside  of  that  I  do  not  know. 

BONDS — Diyu>XNI>6— SARNINGS. 

Q.  The  onestion  is  suggested  whether  the  American  Tin  Plate  Company  haa  any 
bonded  indebtedness. — A.  1  believe  not,  sir. 

Q.  What  dividends  have  been  paid  by  the  company  on  the  preferred  stock  f — ^A. 
I  think  the  one  maturing  the  last  of  this  month  is  the  third. 

Q.  And  they  have  been  paid  regularly  at  the  rate  provided  forf — A.  Yes. 

Q.  Have  you  paid  any  dividenas  on  tilie  common  stock  f — A.  No,  sir. 

Q.  (By  Representative  Livingston.)  Do  you  anticipate  paying  anyf — A.  We  did 
not  pay  any  m  October. 

Q.  That  is  not  the  question.  I  asked  if  you  anticipate  paying  any  dividends  on 
common  stock f — A.  Really  I  can  not  answer  the  question.  I  have  not  any  knowl- 
edge as  to  what  the  company  may  do,  or  what  the  policy  may  be  in  that  regard. 
It  is  a  matter  for  the  board  of  directors  to  determine,  sir,  whether  they  shall  pay 
that  or  not,  and  I  have  no  more  knowledge  than  any  director  who  is  not  an  officer  of 
the  company. 

Q.  Do  yon  earn  money  enough  to  pay  any  dividends  on  that  common  stock  over 
and  above  dividends  paid  on  preferred  stock  f — ^A.  I  think  so. 

CONCRRN8  C0N80UDATKD,  AND  TBBIR  CAPITALIZATION. 

fj.  (By  Mr.  Jbnks.)  Can  you  furnish  the  commission  with  a  list  of  the  different 
organizations  that  came  into  the  American  Tin  Plate  Company? — A.  I  could  secure 
one. 


American  Tin  Plate  Company,  Elwood 
and  Montpelier,  Ind. 

Atlanta  Steel  and  Tin  Plate  Company, 
Atlanta,  Ind. 

Beaver  Tin  Plate  Company,  Lisbon,  Ohio. 

Cincinnati  Tin  Plate  Company,  Cincin- 
nati, Ohio. 

Crescent  Sheet  and  Tin  Plate  Company, 
Cleveland,  Ohio. 

Ellwood  Tin  Plate  Company,  Rllwood 
City,  Pa. 

The  Falcon  Tin  Plate  and  Sheet  Com- 
pany, Niles,  Ohio. 

Great  Western  Tin  Plate  Company, 
Joliet,  111. 

Humbert  Tin  Plate  Company,  Connells- 
ville,  Pa. 

Iron  dale  Steel  and  Iron  Company,  Mid- 
dletown,  Ind. 

Marshall  Bros.  &  Co.,  Philadelphia,  Pa. 

Monongahela  Tin  Plate  Company,  Pitts- 
burg, Pa. 

The  Morewood  Company,  Gas  City,  Ind. 

Morton  Tin  Plate  Company,  Cambridge, 
Ohio. 

National  Tin  Plate  Company,  Anderson, 
Ind. 


National  Tin  Plate  Company,  Moneeaen, 
Pa. 

Neshannock  Steel  and  Tin  Plate  Com- 
pany, New  Castle,  Pa. 

New  Castle  Steel  and  Tin  Plate  Com- 
pany, New  Castle,  Pa. 

Pennsylvania  Tin  Plate  Company,  New 
Kensington,  Pa. 

Pittsburg  Tin  Plate  Works,  New  Ken. 
sington,  Pa. 

Star  Tin  Plate  Company.  Pittsburg.  Pa. 

United  States  Iron  and  Tin  Plate  Mann, 
facturing  Company,  Demmler.  Pa. 

Wallace  Banfield  &  Co.,  Irondale,  Ohio. 

Washington  Steel  and  Tin  Plate  Mills, 
Washington,  Pa. 

Baltimore  Tin    Plate  Company,  Balti- 
more, Md. 

Blairsville  Rolling  Mill  Company,  Blairs- 
ville,  Pa. 

Hamilton  <&  Co.,  West  Newton,  Pa. 

Johnstown  Tin  Plate  Company,  Johns- 
town, Pa. 

Ohio  River  Sheet  and  Tin  Plate  Com- 
pany, Rochester,  Pa. 
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In  the  above  cases  the  entire  property  of  the  company  was  purchased. 
In  the  following  oases  only  tnat  portion  of  the  company's  property  which  was 
used  for  the  manufacture  of  tin  plate  was  purchased. 


JEtna  Standard  Iron  and  Steel  Company, 
Bridgeport,  Ohio. 

Cumberland  Steel  and  Tin  Plate  Com- 
pany, Cumberland,  Md. 

La  Belle  Iron  Works,  Wheeling,  W.  Va. 

Laughlin  Nail  Company,  Martins  Ferry, 
Ohio. 


Reeves  Iron  Company,  Canal  Dover,  Ohio. 

Shenango  Valley  Steel  Company,  New 
Castle,  Pa. 

Britton  RoUing  Mill  Company,  Cleve- 
land, Ohio. 

Somers  Brothers,  Brooklyn,  N.  Y. 

Stickney  Iron  Works,  Baltimore,  Md. 


Q.  Could  yon  furnish  a  list  of  corporations  that  came  in,  and  the  amount  of  the 
capital  stock  that  each  one  of  them  had  before? — A.  I  could  not  do  that;  no,  sir. 
Q.  That  information  is  not  accessible  f — A.  It  is  not  accessible. 
Q.  (By  Mr.  Farquuar.)  Whyf — A.   Because  the  properties  were  bought  for  a 

given  price  without  any  regard  whatever  to  their  capital  stock;  bought  at  the  price 
tiey  were  supposed  to  be  worth. 

Q.  How  do  yon  avoid  the  New  Jersey  law  that  declares  that  each  one  of  your  com- 
panies there  shall  show  the  capital  stock  f — ^A.  Really,  I  do  not  know  anything 
about  it. 

Q.  (By  Mr.  Jrnks.)  These  different  plants  were  bought  without  any  reference  to 
their  capitalization  f — A.  The  capital  was  not  bought. 

Q.  The  plants  themselves  were  bought.  In  asking  the  question  whether  you  could 
fdinish  the  capitalization  there  was  no  reference,  of  course,  to  what  they  were 
bought  for.  The  question  was  as  to  whether  that  information  is  accessible.  I  sup- 
pose the  information  is  not  difficult  to  getf — A.  I  think  it  would  be  very  difficult  to 
get  by  anyone. 

Q.  Were  the  different  plants  that  were  bought  regularly  the  property  of  corpora- 
tions f — A.  Some  of  them  were  not  and  some  were. 

Q.  Some  of  them  were  owned  by  firms  or  individuals  f — A.  Some  by  firms,  and  if  I 
am  not  mistaken,  some  plants  were  owned  by  individuals.  There  were  plants  in 
which  a  part  of  the  property  was  sold,  where  the  capital  stock  of  the  company  from 
which  the  purchase  was  made  would  not  represent  the  capital  stock,  or  capital 
invested,  in  the  tin-plate  business. 

THB  COMPANT'S  RECORDS. 

Q.  (By  Senator  Mallort.)  I  understood  Mr.  Graham  to  say  that  he  did  not  know 
whether  there  were  any  of  the  books  of  the  American  Tin  Plate  Company  kept  in  the 
State  of  New  Jersey.    Am  I  right  in  thatf — A.  You  are  right,  sir. 

Q.  Your  function,  as  I  understand  it,  as  second  vice-president,  is  to  attend  to  the 
sales  f — A.  I  have  general  charge  of  the  selling  department. 

Q.  Whose  function  is  it  to  keep  the  records  of  the  books  of  the  concern  f — A.  I 
presume  it  would  be  the  auditor's;  the  auditor  is  the  general  accountant. 

Q.  Who  is  the  auditor? — A.  Mr.  Beaver. 

Q.  Where  does  he  reside  f — A.  Chicago.  The  general  accounts  are  under  his  super- 
vision; that  is,  the  charging  of  invoices  and  keeping  of  accounts  with  customers. 

Q.  Who  has  charge  of  the  books — for  instance,  the  stock  book  of  the  concern? — 
A.  I  do  not  know. 

Q.  Do  you  know  any  officer  who  hasf — A.  I  do  not  know. 

Q.  Are  you  a  director  of  the  concern  f — A.  Yes. 

Q.  You  do  not  know  anything,  then,  about  who  keeps  the  books  in  his  custody  for 
the  American  Tin  Plate  Company  f— A.  I  have  never  inquired  about  it. 

Q.  (By  Representative  Livingston.)  Does  that  officer  make  any  reports  to  the 
board  of  directors  in  your  presence  f — A.  We  have  not  been  in  business  for  a  year, 
and  we  have  not  had  any  regular  report  made  up. 

BETTER  MANAGED  SINCE  CONSOUDATION. 

Q.  (By  Senator  Mallory.)  In  your  opinion,  how  do  the  plants,  so  far  as  the 
money-paying  quality  is  concerned,  the  individual  plants  now  in  the  American  Tin 
Plate  Company,  compare  with  their  money-making  qualities  before  they  went  into 
that  organization  f  In  other  words,  do  they  pay  now  individually,  plant  for  plant, 
as  much  as  they  did  before? — A.  I  think  they  make  their  products  for  less  money, 
and  I  think  they  are  better  managed  than  they  were  before,  on  the  average.  Better 
management  means  they  do  better  under  the  same  conditions. 

Q.  (By  Representative  Livingston.)  Less  expensive f — A.  Less  expensive. 

ISSUE  of  stock. 

Q.  (By  Mr.  C.  J.  Harris.)  You  say  that  your  capital  is  about  $50,000,000,  and 
^ou  have  issued  $46,000,000.  What  is  done  with  this  other  $4,000,000f  Is  it  kept 
in  the  treasury  f — A.  It  was  never  issu 
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Q.  What  is  the  reason  of  retaining  that  in  the  treaaary  f — For  the  purchase  of 
other  plants? — A.  I  do  not  know  what  the  particular  reason  was.  I  presume  it  wss 
not  needed. 

Q.  Have  you,  since  the  first  organization,  when  von  issued  so  much  preferred  and 
so  much  common  stock,  made  any  other  issues  in  addition? — ^A.  The  plants  were  not 
all  bought  out  at  one  time,  so  that  there  was  a  gradual  issue. 

THE  SUPPLY  OF  STEEL:  OTHER  COMPANIES  NOT  CONTROLLED  TO  PROVIDE  IT. 

Q.  Did  I  understand  yon  to  say  that  your  tin  company,  for  the  sake  of  protecting 
its  raw  materials  of  plate,  and  so  on,  controls  the  National  Steel  Company  and  the 
Hoop  Company  f— A.  I  did  not.    Please  repeat  that  question. 

Q.  I  asked  you  if  your  company  controlled  these  other  2  companies  to  provide 
yourselves  with  the  raw  material  in  the  business. — A.  We  do  not. 

Q.  Have  you  bad  any  trouble  in  getting  your  platesfor  tinning  supplied? — A.  Cor 
supply  of  steel  at  times  gives  great  trouble. 

NUMBER  OF  PIJLNT8— COMPETITION. 

Q.  You  say  that  there  were  some  40  plants  taken  into  this  American  Tin  Plate 
Company  f — A.  I  think  it  would  be  between  35  and  40. 

Q.  And  there  are  some  6  outside  that  yon  attempted  to  name  heref — ^A.  I  did  not 
count  them,  and  I  am  quite  sure  that  I  did  not  name  them  all.  There  are  others.  I 
thought  the  question  addressed  to  me  was  only  as  to  the  number  of  dippers.  Now 
there  are  a  number  of  mills  outside  of  our  company. 

Q.  Do  you  find  any  competition  to  speak  of  in  this  line  of  business  as  you  have  it 
now  organ* zed f~ A.  Yes;  we  do. 

CAN  NOT  PROPHESY  ABOUT  PRICES. 

Q.  Do  yon  think  that  this  advance  of  some  $2  per  box  on  tin  is  a  temporary  one, 
due  to  the  shortness  of  coal  or  the  boom  in  nil  sorts  of  manufacturing,  and  do  you 
expect  in  time,  through  the  orgauiKation  of  this  consolidation,  to  more  or  less  cheapen 
the  price  to  the  people f — A.  I  think  an  answer  to  that  would  be  an  attempt  at  fore- 
casting the  future,  and  I  should  enter  on  that  kind  of  ground  with  a  good  deal  of 
misgiving ;  I  do  not  know. 

Q.  Of  course,  the  general  public  are  interested  in  the  price  they  pay  for  a  product, 
and  we  naturally  want  to  know  what  the  tendency  of  your  consolidation  is  going  to 
be  in  that  line. — A.  Well,  I  can  only  speak  of  it  as  to  the  influenoe  it  has  had 
to  the  present  time. 

NUMBER  OF  WORKMEN. 

Q.  (By  Mr.  Kennedy.)  How  many  workmen  are  employed  in  the  tin-plate  industry 
to-day  f — ^A.  Really  I  could  not  answer. 

Q.  Can  you  give  an  approximate  answer f — ^A.  Oh,  I  might  give  it  within  a  few 
thousand. 

Q.  Well,  give  us  that,  then. — A.  I  presume  there  would  be  between  20,000  and 
25,000. 

Q.  All  those  workers  receive  good  wages,  do  theyf — A.  Some  of  them  think  not. 

Q.  Some  of  them  think  notf — A.  Relatively,  I  think  the^  do. 

Q.  How  many  are  there  in  the  employ  of  the  American  Tin  Plate  Company  f — A.  I 
meant  in  the  employ  of  the  American  Tin  Plate  Company;  20,000  or  25,000. 

Q.  That  does  not  include  all  the  industry  in  the  United  States  f — A.  Oh,  I  have  no 
means  of  estimating  those  on  the  outside. 

Q.  (By  Mr.  C.  J.  Harris.)  Would  that  include  the  makers  of  the  iron  plate f  (No 
audible  response  by  the  witness.) 

Q.  (By  Mr.  Kennedy.)  I  want  to  find  out  how  many  are  employed  in  the  tin 
industry  independent  of  these  other  concerns,  the  Federal  Steel,  etc.,  which  he 
speaks  about. — A.  It  would  be  an  impossible  thing  for  me  to  estimate  or  attempt  to 
estimate  outside  of  our  own  company. 

Q.  All  of  them  have  come  into  this  industry  within  the  past  nine  years,  have  they 
notf-^A«  Yes,  I  believe  they  have;  less  than  that. 

price  NOW   AND   BEFORE  1890. 

Q.  What  is  the  price  of  tin  now,  as  compared  with  the  price  prior  to  1890  f— A. 
Lower. 

Q.  How  much  lower  f — ^A.  Well,  I  could  not  tell  you.  Those  figures  I  have  seen 
frequently,  but  I  can  not  remember  them. 
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Q.  Is  it  very  much  lower,  notwithstanding  the  recent  advance  of  $2  a  box  f — A.  Yes, 
my  recollection  is,  considerably  lower. 

Q.  (By  Eepresentative  Livingston.)  Is  it  tin  plate  or  tin  that  is  cheaper? — ^A. 
Tin  plate. 

Repreeentative  Livingston.  Not  tin. 

Q.  (By  Mr.  Kbnnrdy.)  Is  not  tin  cheaper,  toof— A.  Pig  tinf 

Q.  Yes. — ^A.  I  do  not  know  what  it  was  in  1890.    Tin  plate  is. 

thinks  profits  havb  decreased  with  the  advance  of  materials. 

Q.  (By  Bepresentatiye  Livingston. ^  Are  yon  making  more  money  now  on  yonr 
oontracto  than  yon  did  prior  to  July  If — A.  Contracts  of  what  nature f 

Q.  I  suppose  that  you  make  your  contracts  to  furnish  tin  plate,  and  that  yon  do 
not  keep  np  with  those  orders;  you  are  sometimes  3  or  4  or  5  or  6  months  filling  those 
orders  f — A.  Yes. 

Q.  Yon  took  orders, of  that  kind  in  the  early  part  of  this  year ;  and  you  took  others 
in  the  middle  of  the  year,  and  are  running  on  them  now.  I  want  to  know  if  yon 
are  making  more  money  on  the  latter  contracts  than  the  former. — ^A.  Our  contracts 
are  made  every  day  in  the  year.  Sometimes,  made  for  immediate  shipment,  they  do 
not  extend  over  any  period  beyond  that  in  which  we  can  make  shipments  accoraing 
to  the  specifications  which  come  in  the  contract.  Others  may  call  for  deliveries 
extending  over  6  months  or  possibly  12  months.  I  should  like  to  answer  the  question 
inteUigently,  if  I  conld. 

Q.  Well,  I  might  put  it  in  a  more  direct  way.  Is  yonr  percentage  on  your  capital 
increasing  or  decreasing  as  yon  go  along  in  yonr  combination? — A.  I  think  it  would 
depend  upon  what  yon  count  the  cost  of  the  product  we  are  making  now. 

Q.  I  tried  to  do  that  in  an  explicit  way,  but  yon  did  not  seem  to  understand  it. — 
A.  I  do  not  know  what  you  consider  the  cost. 

Q.  Yonr  materials  were  at  one  price  last  January;  thev  are  very  different  to-day, 
are  they  notf — A.  They  were  not  at  one  price  last  January;  they  varied. 

Q.  Yonr  steel  and  tin  cost  yon  about  the  same  last  January  as  now  f — A.  Of  course 
not;  steel  has  advanced  since  last  January;  it  has  advanced  100  per  cent. 

Q.  That  is  what  I  supposed.  Now,  on  that  advance  are  you  making  more  money 
or  less  money  f — A.  I  think  we  are  making  less  with  tbe  advanced  cost  of  material. 

Q.  That  was  the  point  I  wanted  to  bring  out,  whether  yon  were  keeping  up  with 
the  advanced  cost  of  material,  or  whether  yon  were  making  a  greater  profit  or  a  less 
profit. — ^A.  Those  conditions  are  oontinnally  changing.  I  think  we  are  not  making 
so  much  money  on  the  present  cost  of  material  as  we  were  making  last  January.^ 

sources  of  tin,  and  chief  market  for  it. 

« 

Q.  (By  Mr.  Farquhar.)  From  what  country  does  your  pig  tin  comef — ^A.  It  comes 
from  Cornwall,  some  of  it:  some  little  from  South  America,  some  from  Australia, 
and  some  from  China  and  tne  Straits  of  Malacca. 

Q.  What  city  or  center  in  the  world  makes  the  price  for  pig  tinf — A.  I  do  not 
know  that  any  city  makes  it  or  any  country. 

Q.  What  city  is  the  main  market  f — A.  Yon  mean  where  it  is  consumed  f 

Q.  I  mean  l^e  market.— A.  Where  It  is  bought  and  soldf 

Q.  Relatively  the  same  as  Liverpool  for  wheat.  What  other  city  is  there  for  pig 
tinf — ^A.  London  is  the  city  where  pi^  tin  is  traded  in  more  than  in  any  other. 

Q.  Is  there  any  production  of  pig  tin  in  this  country  f — ^A.  I  do  not  know  of  any. 

as  to  a  table  of  prices. 

Q.  In  yonr  position  of  second  vice-president  you  are  quite  conversant,  of  course, 
with  prices  f— A.  Yea. 

Q.  Canyon  furnish  this  commission  the  prices  of  black  plate  from  1888  to  1899 f — 
A.  I  could  not. 

Q.  You  have  no  means  to  reach  thatf — A.  I  have  no  means  to  reach  that. 

Q.  How  far  can  you  go  backf — Our  company  goes  back  to  last  December. 

Q.  Only  yonr  company f — A.  That  is  all.    We  nave  no  records  back  of  that. 

Q.  Yon  have  no  means,  then,  yourself,  in  this  great  company  of  yours,  with 
$50,000,000  of  authorized  capita],  to  furnish  this  commission,  through  any  oi  yonr 
officers,  with  the  prices  of  pig  tin  and  black  plate  and  the  finish^  products  and 
wages  from  1888  until  nowf — A.  Only  by  depending  on  trade  quotations,  as  anybody 
might  look  them  np. 

Q.  Which  yon  depend  on  as  business  menf — ^A.  Yes.  I  would  nskj  that  no  officer 
of  our  company  has  any  better  opportunity  to  make  a  statement  of  that  kind  than 
any  one  outside  of  the  company. 


iSoe  Mr.  Reiil,  p  874;  Mr.  Griffiths,  p.  002. 
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8ALKS  OF  BLACK  PLATK. 

Q.  How  extensive  have  been  yo«ir  sales  of  black  plate  to  oatsideraf — ^A.  Black 
plate  for  tinning  f 

Q.  Yes. — A.  Quite  extensive. 

Q.  How  extensive? — A.  I  could  not  teU  yon. 

Q.  Give  us  an  average— 10  per  cent,  or  anything. — A.  I  think  perhaps  it  would  be 
20  per  cent. 

Q.  Are  these  sales  open  to  all  purchasers f — A.  What  sales? 

Q.  The  sales  of  black  plate. — A.  No,  they  are  not  open  to  all.  We  do  not  sell  to 
the  small  consuming  trade,  and  we  do  not  sell  to  the  retailer. 

VALUB  OF  AMXRICAN  TIN  PLATB  COMPANY'S  STOCK. 

Q.  Is  your  stock  sold  on  the  New  York  stock  market?— A.  Yes. 

Q.  Common  stock  and  preferred? — A.  Yes. 

Q.  Can  yon  give  the  commission  any  idea  how  it  is  selling,  to-day,  for  instanoef — 
A.  I  can  come  within  2  or  3  points  of  it — 1  or  2  points  of  it.  The  last  price  that  I 
saw,  I  believe,  was  85  and  37  and  a  fraction.  I  have  not  seen  the  market  on  it  for 
several  days. 

AHBRICAM  8TEBL  HOOP  COMPANY— CAPrTAL—DIVIDBNDS. 

Q.  (By  Representative  Livingston.)  I  understood  you  to  say  that  you  are  a 
director  in  the  steel  hoop  organization  also? — A.  No. 

Q.  I  thought  you  said  to  Mr.  Jenks  that  you  were  a  director  in  both  companies  f — 
A.  Yes,  I  did. 

Q.  And  you  are  a  director  in  the  Steel  Hoop  Company? — ^A.  Yes. 

Q.  What  is  that  company  capitalized  at? — A.  At  $14,000,000  of  preferred  and 
$19,000,000  of  common. 

Q.  What  is  the  guaranty  of  the  preferred? — ^A.  It  is  7  per  cent  cumulative. 

Q.  Has  any  dividend  been  paid  on  the  common  stock  of  that  company? — A.  No; 
there  has  not  been. 

SOLD  HIS  PLANT  FOR  THB  BEST  PRICE  HE  COULD. 

Q.  (By  Mr.  Clarke.)  When  these  plants  were  acquired,  how  was  their  value  esti- 
mated or  arrived  at? — A.  It  was  arrived  at  between  the  bayer  and  the  seller. 

Q.  Well,  what  was  the  basis  of  it?  All  material  property  or  something  for  good 
will? — ^A.  I  do  not  know  about  any  plant  but  my  own. 

Q.  Yon  sold  your  plant  to  this  concern? — A.  Yes. 

Q.  Did  you  exact  a  price  for  good  will  as  weU  as  for  the  material? — A.  I  got  the 
best  price  I  could  for  it. 

Q.  Can  you  not,  without  revealing  too  much  of  your  private  business,  answer  my 
question? — A.  I  can  not.  any  more  than  by  saying  that  in  selling  an  article  of  that 
Kind,  selling  property,  I  got  the  best  price  I  could. 

Q.  That  would  go  without  saying.  I  want  to  ascertain  what  is  the  probable  basis 
of  the  preferred  stock  and  also  of  the  common  stock. — A.  I  could  not  say  to  yon 
what  any  other  seller  got  for  his  plant;  I  do  not  know. 

very  few  new  DEVICES— as  MANY  MEN  TO  A  MILL  AS  25  YEARS  AGO. 

Q.  Are  you  familiar  with  the  manufacturing  part  of  your  business? — A.  To  some 
extent. 

Q.  Is  there  a  great  deal  of  new  machinery  in  use  in  that  business  compared  with  6 
or  7  years  ago  ? — A.  There  is  perhaps  better  machinery ;  that  is,  stronger  and  heavier. 

Q.  Are  there  any  new  devices  that  economize  production? — A.  Very  few. 

Q.  Are  there  any  more  than  1  or  2  sizes  of  tin  plate  produced  now? — A.  Yes; 
the  number  is  indefinite. 

Q.  How  was  it  before  the  industry  was  established  in  this  country  ? — A.  I  think 
there  were  fewer  sizes  made. 

Q.  How  does  the  machinery  in  use  in  this  country  compare  with  what  was  used  in 
Wales  before  the  industry  was  established  here? — A.  I  think  it  is  heavier  on  the 
average.  Some  of  the  first  mills  were  perhaps  as  light  as  the  mills  built  on  the 
other  side. 

Q.  Is  it  not  better  in  other  respects?  Is  there  not  more  variety  to  it  and  more 
economy  gained  here  in  production? — A.  There  is  perhaps  economy  by  reducing  the 
breakage.  The  number  of  men  in  a  black-plate  mill  is  tne  same  to-day  in  Wales  and 
here  that  it  was  7  years  ago  or  25  years  ago. 
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WAGES  OF  8KILLBD  MSN  EUBRS  AND  IN  WALES. 

Q.  Is  the  labor  employed  in  your  industry  organized f — A.  Part  of  it;  yes. 

Q.  Ton  have  constant  demands  for  an  increase  in  wages f — A.  No;  not  constant. 
We  settle  with  a  large  part  of  the  people  we  deal  with  or  employ  once  a  year. 

Q.  Were  many  of  yonr  skilled  workmen  engaged  in  the  industry  in  Wales  before 
it  was  established  heref — ^A.  Quite  a  good  many  of  them. 

Q.  Do  yon  knoT  how  their  wages  here  compare  with  what  they  received  there  f — 
A.  Two  and  a  half  times  to  3;  some  of  them  3  times  what  they  were  paid  there.' 

Q.  How  does  the  cost  of  their  living  here  compare  with  the  cost  there  f — A.  Well, 
it  depends  upon  how  they  live. 

Q.  On  the  same  scale,  how  does  it  compare? — A.  I  have  never  seen  the  homes  of 
Welsh  rolling-mill  workers,  but  I  know  how  they  live  in  this  country. 

Q.  Do  you  Know  how  much  money  has  been  saved  to  the  American  people  in  the 
price  of  the  tin  plate  that  they  consume  since  the  industry  was  established  in  this 
countrvr— A.  I  have  not  figured  it.  I  think  they  have  saved  by  the  introduction  of 
the  industry  here. 

AMERICAN  TIN  PLATE  BETTER  THAN  WELSH. 

Q.  Do  you  consider  that  the  quality  of  the  goods  produced  in  this  country  is  equal 
to  that  produced  in  Wales  f — A.  Better. 

Q.  In  what  respect  is  it  better f — A.  Well,  it  averages  better  in  uniformity  of 
quality,  in  the  base  of  the  tin  plate,  which  is  steel,  and  m  the  coating. 

Q.  Don't  they  produce  steel  plates  in  Wales f— A.  Yes. 

Q.  How  can  it  be  that  in  a  very  new  industry,  with  so  many  inexperienced  hands 
employed  in  it,  we  can  produce  a  better  quality  than  they  can  there  where  they  have 
been  at  it  for  so  many  years  f — A.  I  do  not  know,  unless  it  is  because  we  learn 
quicker. 

WAGES. 

Q.  (By  Mr.  Farquhar.  )  Do  all  the  concerns  in  your  combine  pay  the  Amalgamated 
scale  of  wages f — A.  Practically;  in  one  sense,  yes.  We  have  1  mill  in  which  they 
had  some  little  different  character  of  machinery,  in  which  we  agreed  with  the  Amal- 
gamated Association  that  there  should  be  a  slight  variation.  Other  mills  that  have 
not  been  paid  the  same  scale  were  brought  up  to  it. 

OUTSIDE  MILLS. 

Q.  (By  Mr.  Jxkks.  )  When  you  gave  a  short  time  a^  a  list  of  some  of  the  mills  out- 
side of  your  organization  were  you  referring  to  the  dippers  or  the  mills  f — A.  Dippers. 

Q.  I  had  understood  you  were  referring  to  the  mills,  and  I  wish  to  ask  you  the 
question  in  reference  to  the  mills.  Can  you  give  a  list  of  half  a  dozen  mills  outside 
of  your  company  f — A.  There  is  the  St.  Louis  Stamping  Company,  now  the  National 
Stamping  and  Enameling  Company  of  St.  Louis;  there  is  a  mill  at  Harrisburg,  Pa. ; 
there  is  a  mill  at  Wheeling,  W.  Va.^  there  is  a  mill  at  Washington,  Pa. ;  there  is  one 
at  Avonmore,  Pa.,  and  there  is  a  mill  at  Cincinnati.  Those  are  the  more  important 
ones.    I  think  there  are  perhaps  others. 

Q.  Are  they  new  mills  that  have  been  started  up  within  a  year  pastf — A.  Some  of 
them. 

Q.  And  some  of  them  were  in  existence  before  your  organization  was  madef — ^A. 
Yes. 

Q.  Is  the  total  amount  of  the  output  of  tin  plate  in  the  country  greater  or  less 
than  it  was  when  your  organization  was  formed? — ^A.  I  think  greater  than  it  was 
before. 

Q.  Can  you  give  anything  like  a  definite  answer  as  to  how  much  greaterf — ^A.  I 
can  not. 

patents  are  of  small  IMPORTANCE. 

Q.  Does  your  organization  control  any  patents  that  have  been  made  common  to 
all  of  the  different  mills  that  have  come  into  the  combination,  which  before  were  held 
simply  by  1  or  2  corporations;  do  you  get  any  gain  in  that  way  f — A.  I  think  there 
are  some  few  patents. 

Q.  That  were  held  before  by  individual  plants,  but  are  now  used  by  all  of  them 
that  are  in  the  combination  f — A.  Yes. 

Q.  Can  you  mention  any  of  themf — A.  I  think  there  is  a  tinning  machine. 

iSeeHr.Reid,  P.88L 
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Q.  Would  yoa  say  that  that  source  of  saying  was  of  any  special  significance  in 
your  organization  f~A.  No,  I  can  not. 

MARKXT  QUOTATIONS. 

0.  A  number  of  questions  have  been  asked  with  reference  to  the  history  of  prices, 
and  so  on,  and  yoa  nave  suggested  trade  papers.  You  would  say,  I  suppose,  that 
the  prices  before  this  organization  was  made  varied  somewhat  with  the  ditfiBrent 
manufacturers,  so  that  there  was  perhaps  no  single  price  for  the  country  as  a 
whole  f — A.  Yes. 

Q.  Since  the  American  Tin  Plate  Company  has  begun  business  it  would  be  reason- 
ably accurate  to  say  that  their  prices  are  tne  prices  for  the  country,  would  itt— A. 
Yes ;  I  think  that  would  be  reasonably  accurate. 

Q.  That  they  control  a  large  enough  proportion  so  that  the  others  presumably 
follow  very  nearly  f— A.  The  others  could  not  afford  to  sell  at  as  low  a  price  really, 
but  of  course  they  had  to  do  it. 

Q.  So  you  would  say  that  the  quoted  prices  of  the  American  Tin  Plate  Company, 
which  we  find  in  the  papers  now,  could  be  called  the  quoted  prices  of  the  coun^f— 
A.  Yes. 

Q.  If  we  go  back  to  a  time  before  your  organization,  would  you  say  it  was  rea- 
sonably accurate  for  our  purposes  if  we  took  the  prices  as  nven  in  the  New  York 
Metal  Exchange  or  the  American  Metal  Market? — ^A.  I  would  not  like  to  answer. 
The  New  York  Metid  Market  is  a  paper  that  I  never  read  until  recentlyi  and  I  do 
not  know  much  about  it. 

Q.  ( By  Bfr.  Farquhar.  )  How  is  the  Iron  Age  f — A.  The  Iron  Age  is,  perhaps,  approxi- 
mately correct  in  its  market  reports  of  tin  plate. 

Q.  (By  Mr.  Jknks.)  You  would  say  that  toe  prices  we  get  ftx>m  the  Iron  Age  wonld 
be  reasonably  accurate?— A.  Reasonably  accurate. 

Q.  Of  course,  we  would  expect  some  variations,  but  for  the  purpose  of  oomparison 
that  would  be  reasonably  correct f — A.  Yes;  the  Iron  Ase,  as  all  other  trade  papers, 
makes  mistakes,  and  will  occasionallv  publish  a  price  that  is  incorrect. 

Q.  But  in  the  main  it  is  substantially  correotf — ^A.  Yes. 

CAPACITY  BNOUOU  FOR  DKHAKD— LABGB8T  PLAKTS. 

Q.  (By  Mr.  Phillips.  )  Do  you  have  sufficient  capacity  to  supply  the  demand  of 
the  United  States  for  tinf— A.  We  have  Just  now. 

Q.  What  are  the  large  plants  in  your  combine f — A.  Elwood,  Ind.,  and  New- 
casfle,  Pa. 

PREFERRED  STOCK  RBPRB8BNT8  VALUE  OF  PLANTS. 

Q.  (By  Mr.  Jenks.)  I  should  like  to  go  back  for  a  moment  to  this  question  of  capi- 
tal. You  spoke  of  tne  knowledge  you  had  of  the  amount  yon  received  for  your 
plant,  but  said  that  you  had  no  knowledge  of  others.  You  spoke  of  the  common  and 
preferred  stock.  You  said  that  the  option  was  ffiven  that  you  receive  cash  or  1 
share  of  preferred  stock  and  1  share  of  common  stock  for  each  $100.  Was  it  your 
understanding  that  the  preferred  stock  represented,  say,  the  cash  value  of  the  plant 
and  the  common  stock  represented  good  will,  or  anytning  of  that  kindf — ^A.  That 
was  practically  it. 

Q.  That  was  the  general  understand! ngf — A.  Yes. 

Q.  You  have  supposed  that  was  generally  true  in  reference  to  all  the  plants  that 
werebroujzht  inf — A.  Yes. 

Q.  So,  if  we  should  take  the  preferred  stock,  that  would  fairly  represent  the  cash 
value  of  the  plants  in  the  organization f — A.  Yes. 

PLANTS  COULD  NOT   BE    REPRODUCED   TO-DAY    FOR  WHAT   THE  COMPANY   PAID  FOB 

THEM. 

Q.  There  has  been  considerable  change  in  the  cost  of  material,  wages,  and  so  on, 
since  the  tin-plate  organization  was  formed.  Do  you  suppose  at  the  present  time 
that  the  plants  of  the  American  Tin  Plate  Company  could  be  reproduced  for  the 
amount  of  their  preferred  stock  or  lessf — ^A.  The  preferred  stock  represents  cash  as 
well  as  properties. 

Q.  Yes;  now  much  cashf — A.  I  could  not  say. 

(}.  You  do  not  recall  how  much  was  reserved  for  cashf — A.  I  do  not  know  how 
much  it  is,  but  I  think  it  would  be  difficult  to  rebuild  the  plants  at  the  cost  of  those 
in  our  organization  to-day. 

Q.  I  do  not  quite  understand  you.— A.  I  think  it  would  be  difficult  to  rebuild 
plants  to-day  at  the  same  cost  as  the  plants  in  our  company. 

Q.  That  is  to  say,  if  we  were  to  take  this  amount  of  cash  that  was  put  in,  then  you 


THE   TIN-PLATE   COMBINATION: WHEELER.  863 

TTould  say  that  voa  probably  could  not  rebuild  your  plants  now  for  what  was  paid 
for  them  in  preferred  stock  f— A.  Yes. 

Q.  Or  for  what  the  preferred  stock  would  represent  f-^A.  Yes. 

Q.  (By  Mr.  Farquhar.)  And  you  answered  the  question  that  the  common  stock 
represented  the  good  will.  You  multiply  your  $18,000,000  preferred  stock  by  3  and 
you  get  $54,000,000;  and  that  was  nearly  your  entire  capital  stock  f— A.  I  subscribed 
to  the  stock  knowing  what  was  to  be  issued.    I  did  not  sell  the  plant  for  it. 

Q.  The  curious  feature  of  it  is  that  there  was  a  difference  of  about  $32,000,000 
there  unaccounted  for,  and  by  some  of  the  answers  to  your  questions  here  it  seems 
to  be  ffood  will.  There  is  nothing  positive  in  anything  yon  have  stated  to  show 
that  these  plants  were  worth  oyer  $18, 000,000 f— A.  I  wifi  state  that  I  subscribed  for 
the  stock  the  same  as  any  other  subscriber  who  had  not  any  previous  interest  in  the 
American  Tin  Plate  Company,  knowing  what  the  stock  was  to  be. 

Q.  (By  Mr.  Jexks.)  May  1  put  the  question  in  a  little  different  wayf  If  I  under- 
stand your  answer,  you  would  say  that  in  your  judgment  the  plants  of  the  American 
Tin  Plate  Company  could  probably  not  be  reproduced  now  for  $18,000,000  f — A.  Less 
our  cash  capital,  and  all  personal  assets,  including  accounts. 

Q.  But  exclusive  of  the  good  will.  Simply  the  working  capital  and  the  plants 
themselves;  you  think  $18,000,000  would  about  cover  itf— A.  I  would  put  ft  this 
way,  that  the  cost  value  of  the  American  Tin  Plate  Company's  plants  would  be  less 
than  the  cost  of  reproducing  those  plants.  ^ 

Q.  When  you  say  cost  value  you  mean  what  was  paid  for  themf  You  do  not  mean 
the  cost  of  building  them  in  the  first  place  f — A.  No. 

Q.  You  mean  what  was  paid  for  themf — A.  Yes. 

SELLS  BLACK  PLATES  TO  ALL  DIPPERS  WHO  WISH  TO  BUY. 

Q.  You  said  a  little  while  ago  that  yon  did  not  sell  to  retailers.  Would  you  say 
that  some  of  these  dipping  plants  would  come  under  the  head  of  retailers,  so  that 
they  would  be  excluded  from  your  selling  black  plates  to  them  on  that  basis f — A.  No. 

Q.  Those  are  all  large  enough  so  that  you  would  sell  to  them  right  along  and 
exclude  none  of  themf — A.  We  do  not. 

RELATION  TO  THE  NATIONAL  STEEL  COMPANY. 

Q.  If  I  may  go  back  again  to  the  question  of  the  National  Steel  Company,  you 
said  that  was  an  independent  organization.  Was  the  National  Steel  Company 
organized  by  men  who  were  members  of  the  American  Tin  Plate  Company,  officers, 
directors,  and  heavy  stockholders  f — A.  I  do  not  know  any  more  about  that  than 
any  outsider,  and  I  do  not  know  whom  you  would  call  the  organizers  of  the  National 
Steel  Company. 

Q.  It  has  been  commonly  asserted  in  the  newspapers  and  elsewhere  that  the  Tin 
Plate  Company,  in  order  to  assure  itself  of  getting  steel  or  raw  material  when  it 
wanted  it,  thought  it  worth  while  to  take  the  initiative  and  organize  the  National 
Steel  Company?— A.  Well,  I  do  not  know  that  the  American  Tin  Plate  Company 
ever  took  uie  initiative. 

Q.  Not  the  company  technically,  but  the  men  interested  in  it.  It  would  seem 
reasonablef — A.  Some  of  them,  I  presume,  were  interested  in  having  it  organized, 
but  I  do  not  know  anything  about  it.  I  was  interested  in  it  because  I  had  an  inter- 
est in  one  of  the  properties  that  went  into  it. 

Testimony  closed. 

TESTIMOHT  OF  MR.  7.  S.  WHEELER. 

Treasurer  of  the  American  Tin  Plate  Company, 

The  commission  being  in  session,  at  4.50  o'clock  Vice-Chairman  Phillips,  who  was 
presiding,  introduced  Mr.  F.  S.  Wheeler,  of  Chicago,  treasurer  of  the  American  Tin 
Plate  Company,  who,  being  first  duly  sworn,  testified  as  follows : 

Q.  (By  Mr.  Jenks.)  Please  give  your  full  name  and  address. — ^A.  F.  S.  Wheeler, 
Chicago. 

Q.  Yon  heard  the  testimony  that  has  just  beeir  given  by  the  previous  witness.  So 
far  as  your  own  knowledge  goes,  do  you  agree  with  that  throughout  f — A.  Yes. 

Q.  There  are  one  or  two  points  that  were  not  cleared  up  by  the  |>revions  witness 
that  perhaps  you  can  help  on  further.  What  position  do  you  hold  in  the  American 
Tin  Plate  Company  f— A.  Treasurer  of  the  company. 

Q.  As  treasurer  of  the  company  are  you  familiar  with  the  contracts  that  are  made 
by  the  company  f— A.  No;  my  duties  would  lie  more  in  the  custody  of  the  cash  and 
financial  matters. 


i  See  Mr.  Griffiths,  pp.  911, 912, 
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Q.  If  money  were  paid  out  under  those  contraots,  would  yon  be  likely  to  know  in 
reference  to  itf^A.  I  would  only  pay  out  on  approved  Touchers  that  came  to  me, 

STOCK  AND  TBANSFKR  BOOKS. 

Q.  Have  yon  any  knowledge  as  to  where  the  transfer  books  of  the  company  arc 
keptf — ^A.  We  hare  a  transfer  office  in  Chicago  which  takes  care  of  the  local  Chi- 
cago exchange,  our  main  office:  and  the  Guaranty  Ttnst  Company,  of  New  York,  arc 
the  transfer  agents  for  New  York,  and  I  have  always  understood  that  they  have 
looked  after  our  Eastern  business  entirely. 

Q.  In  what  State  was  your  corporation  organized f — A.  New  Jersey. 

Q.  Do  you  keep  any  office  in  New  Jersey  Tt-A.  Yes;  we  have  one. 

Q.  Where  is  toe  office  in  New  Jersey  f — A.  It  is  in  Orange. 

Q.  Is  that  office  supplied  also  with  the  transfer  books  of  the  company,  a  list  of  the 
stockholders,  etc.  f — A.  I  understsnd  so. 

Q.  Are  transfers  of  stock  made  in  that  office? — A.  The  transfers  are  all  recorded 
there,  I  believe. 

Q.  Are  transfers  made  there  f — A.  Well,  I  think  so.  The  books  are  kept  there  and 
a  record  of  transfers  of  the  stock. 

Q.  So  yon  think  that  the  transfers  are  nuule  in  that  office f— A.  I  so  understand; 
yes. 

Q.  Is  that  office  open  reffularly  durins  all  business  hours? — ^A.  I  presume  so. 

Q.  Do  vou  know  whether  the  records  of  the  company  in  any  of  the  offices  are 
open  to  all  stockholders,  so  that  any  stockholder  can  fina  out  who  his  associates  are 
and  how  much  is  held  by  the  different  stockholders? — A.  Why,  I  think  so. 

Q.  Is  there  any  provision  in  your  by-laws  with  reference  to  that  matter? — A^  I  do 
not  recollect  the  wording  of  the  by-laws  on  that  point. 

Q.  But  you  do  understand  that  any  stockholder  of  your  company  can  at  any  time 
find  out  who  the  other  stockholders  are? — ^A.  I  understand  so. 

Q.  And  the  amount  each  holds?— A.  Yes. 

Q.  Do  you  understand  that  that  can  be  found  out  at  this  New  Jersey  offioef — A.  I 
think  so. 

EXCLU8IVB  CONTRACTS  WITH  MAOHINXRT  MAKKRS. 

Q.  Have  there  been  any  contracts  made  by  the  Tin  Plate  Company  with  founders  and 
machinists  not  to  furnisn  independent  plants  with  machinery  for  plate  making f  < — 
A.  I  would  not  have  any  record  of  it. 

Q.  Have  you  information  of  any  such  contracts?— A.  I  have  not. 

Q.  Have  yon  information  of  any  contracts  with  these  manufacturers  by  which 
they  are  to  refuse  to  furnish  sheet  mills  with  machinery  for  making  sheet  steel, 
unless  an  agreement  is  made  not  to  make  plate,  black  plate,  for  tinning? — A.  I  wonld 
not  know  anything  about  that. 

Q.  You  do  not  know  anything  about  that? — A.  No. 

Q.  (By  Mr.  Farquhar.)  Of  your  board  of  directors,  is  any  one  a  resident  of  New 
Jersey? — A.  Yes. 

Q.  Is  he  the  owner  of  a  mill  there  or  has  he  been  an  owner? — A.  There  are  no 
mills  in  New  Jersey. 

Q.  Is  he  a  capitalist  or  what? — A.  Well,  he  is  a  capitalist,  stockholder  in  the 
company. 

COMMON  ST0CK^<300D  WILL. 

Q.  The  question  has  been  asked  why  there  is  such  an  inordinate  difference  between 
your  preferred  stock  of  $18,000,000  and  your  issued  stock  of  $46,000,000.    Can  you 

f^ve  an  explanation,  as  the  financial  man  of  the  concern,  what  the  difference  between 
8  and  46  represents,  either  to  your  stockholders  or  to  the  public? — A.  Well,  it  has 
been  ststed  by  my  predecessor  to  be  the  good  will ;  I  think  that  is  as  dear  an  exprea- 
sion  of  it  as  can  be  given. 

Q.  (By  Mr.  Clarkb.)  Have  yon  been  engaged  in  the  manufacturing  bnsineas 
yourself  before  going  into  this  combination? — A.  Yes. 

Q.  How  do  you  think,  generally,  the  good  will  compares  with  the  value  of  the 
plant?  Which  is  the  greater  in  the  manufacturing  business,  good  will  and  the 
opportunity  for  business,  or  the  plant? — A.  Well,  I  do  not  think  yon  could  give  any 
fixed  ratio;  it  depends  on  circumstances. 

Q.  How  do  you  consider  it  in  your  business? — A.  Our  issue  of  stock  would  indi- 
cate to  a  certain  extent  our  estimation  of  it. 

Q   Is  that  your  opinion? — A.  I  was  a  subscriber  to  some  of  the  stock. 

Testimony  closed. 

1 3^  Mr.  Grahsm,  p.  852 ;  Hr.  R«id,  p.  876 ;  Mr.  GriffithB,  pp.  888-«M« 


TH£  Tm-PLAT£  COMBlKAtlOK: — ^ftElD.  865 

Washington,  D.  C,  (kiober  17, 1899, 
TESTIMOHT  07  MR.  DAHIEL  0.  EEID, 

Prestdeni  of  the  American  Tin  Plate  Company, 

The  oommiasion  met  on  Tnesday,  October  17, 1899.  Senator  Mallor^  presiding.    Mr. 
Daniel  6.  Reid  appeared  at  10.40  a.  m.,  and,  being  dnly  sworn,  testified  as  fouows: 
Q.  (By  Mr.  JsKKS.)  Will  yon  state  yoor  fall  namef-*A.  Daniel  6.  Beid,  Chicago, 

Q.  Yoa  are  president  of  the  American  Tin  Plate  Company  f-^-A.  I  am. 

AMERICAN  TIN  PLATS  COMPANT— TRAN8FBR  AGKMTS. 

Q.  Under  what  laws  is  the  American  Tin  Plate  Company  organized  f— A.  The  laws 
of  the  State  of  New  Jersey. 

Q.  Have  yon  an  office  in  the  State  of  New  Jersey  f — ^A.  Yes. 

Q.  Where  f — ^A.  526  Main  street,  East  Orange. 

Q.  Is  it  a  registry  and  trast  company? — ^A.  The  New  Jersey  Registration  and 
Tnist  Company. 

Q.  Have  yon  a  special  agent  in  charge  f — ^A.  We  have.  The  name  of  the  company 
is  the  New  Jersey  Registration  and  Trust  Company. 

Q.  Yon  keep  your  stock  and  transfer  books  in  the  New  Jersey  office  f — ^A.  The 
stock  and  transfer  books  have  been  there  since  the  organization  of  the  company. 

Q.  Tliey  have  been  kept  there  regularly  since  the  organization  f — ^A.  That  is,  except 
in  writing  them  up. 

Q.  Your  stock  and  transfer  books  are  now  in  the  office  of  the  company  regularly  f — 
A.  I  am  told  so. 

S.  Do  you  maintain  a  transfer  office  anywhere  else  f — ^A.  We  have  one  in  New  York 
one  in  Chicago. 

Q.  What  are  the  names  of  the  transfer  asents  tou  have  in  New  York  and 
Chicago  f — A.  The  Qnaranty  Trust  Company  of  New  York  and  the  Merchants'  Loan 
and  Trust  Company  of  Chicago. 

Q.  Have  you  also  a  registrar  in  New  Yorkf^A.  The  First  National  Bank  of  New 
York. 

Q.  Any  other  onef— A.  One  in  Chicago. 

Q.  The  actual  transfers  of  the  stock  are  made  in  the  New  Jersey  office  f — ^A.  They 
are  made  in  both  places. 

Q.  The  stock  is  actually  transferred  in  Chicago  and  New  Yorkf-~A.  Transfers  are 
made  in  New  Jersey. 

RIGHT  OF  STOCKHOLDERS  TO  EXAMINE  STOCK  BOOKS. 

Q.  Docs  your  charter  contain  any  restrictions  on  the  right  of  the  stockholders  to 
examine  the  books  and  papers  and  documents  of  the  company  f — ^A.  I  can  not  answer 
that  question;  I  do  not  remember,  but  I  think  they  have  none. 

Q.  You  think  there  are  no  restrictions  at  all  on  the  rights  of  the  stockholders  to 
examine  the  books  f — A.  The  stock  books  f 

Q.  The  stock  books  and  the  transfer  books  f— A.  Yes. 

Q.  Is  the  right  based  on  any  resolution  that  you  know  of,  or  have  you  taken  any 
acllon  at  all  that  gives  the  stockholders  the  right  to  examine  these  stock  and  transfer 
books;  do  you  know  whether  they  have  ever  passed  a  formal  resolution f — ^A.  There 
was  a  resolution  passed. 

Q.  You  can  furnish  us  a  copyf — ^A.  Yes;  I  have  a  copy  of  it. 

(The  witness  subsequently  submitted  to  the  commission  a  copy  of  the  resolution 
as  follows:) 

[Extract  from  the  minntes  of  the  stockbolden*  first  meeting  of  the  American  Tin  Plate  Company.] 

Ordered,  (1)  That  in  compliance  with  the  laws  of  the  State  of  New  Jersey  this 
corporation  have  and  continuoudy  maintain  a  principal  office  and  place  of  business 
witnin  the  State  of  New  Jersey^  and  have  an  agent  at  all  times  in  charge  thereof, 
upon  whom  process  against  this  corporation  may  be  served,  and  therein  keep  the 
stock  books  and  transfer  books  for  the  inspection  of  all  who  are  authorized  to  see 
the  same,  and  for  the  transfer  of  stock. 

That  the  books  in  which  the  transfers  of  stock  shall  be  registered  and  the  books 
containing  the  names,  addresses,  and  number  of  shares,  respectively,  of  the  share- 
holders shall  be  at  all  times  during  the  usual  hours  of  business  open  to  the  eizami- 
nation  of  every  stockholder  at  said  principal  office. 
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That  the  name  of  this  corporation  be  at  all  times  conspiononsly  displayed  at  tiie 
entrance  of  its  principal  office  in  this  State. 
And  be  it  further  Ordered,  until  this  resolution  be  duly  rescinded, 

(2)  That  such  office  and  place  of  business  be  in  and  at  the  office  of  the  New  J«^ 
sey  Kegistration  and  Trust  Company,  No.  525  Main  street,  East  Orange,  N.  J.,  and 
that  this  company  be  registered  with  the  said  Trust  Company. 

(3)  That  the  New  Jersey  Registration  and  Trust  Company,  being  bv-  statote 
authorized  to  act  in  New  Jersey  as  the  affent  of  corporations,  be,  and  hereby  is, 
appointed  the  agent  of  this  corporation  in  charge  of  said  princi^  office,  and  upon 
whom  legal  process  against  this  corporation  may  be  serred  within  the  State  of  New 
Jersey,  and  also  the  transfer  agent  of  the  stock  of  this  company.'' 

Q.  Does  your  company  at  its  office  in  New  Jersey  keep  a  complete,  ftill  alpha- 
betical list  of  the  stockholders,  their  residence,  and  the  amount  or  shares  helu  by 
themf — A.  I  understand  so. 

Q.  These  books  are  open  to  the  inspection  of  any  stockholder  on  demand  during 
regular  business  horns  f— A.  Yes. 

CAPITAUZATIOM :  $10,000,000  COMMON  STOCK  VCR  COST  OF  OBOANIZATIOK. 

Q.  What  is  the  amount  of  capital  stock  of  your  company?— A.  $60,000,000. 
Q.  And  there  has  been  issued A.  $46,000,000. 

S.  How  is  this  divided  between  preferred  and  common  f — ^A.  $28,000,000  of  conunon 
$18,000,000  of  preferred. 

Q.  What  is  the  special  reason  for  issuing  $10,000,000  more  of  common  than  of  pre- 
ferred, if  anyf  For  what  special  purpose  was  that  $10,000,000  issued? — A.  The 
property  of  the  original  tin  plate  companies  was  purchased  by  Judge  Moore :  he  turned 
the  companies  over  to  the  reorganized  company,  for  which  he  receivea  ao  much 
money,  which  was  in  stock. 

Q.  The  point  is  this,  if  I  understand  your  answer,  that  this  $10,000,000  waa  turned 
over  to  Judge  Moore  tor  the  purpose  of  organization  f— A.  Exactly. 

Q.  And  the  $18,000,000  of  preferred  stock  and  the  $28,000,000  of  common  stock  was 
used  in  purchasing  toe  plants? — A.  It  was  issued  in  purchasing  the  plants. 

Q.  The  extra  $10,000,000  for  the  cost  of  organization  was  put  into  his  hands;  that 
is  right,  is  itf — A.  I  do  not  know  Just  the  way  you  put  that. 

Q.  Eighteen  million  doUars  of  preferred  and  $18,000,000  of  common  were  issued 
for  the  purchase  of  the  plants  and  the  supply  of  any  csish  that  might  be  needed  to 
run  tbe  plants  after wards^  and  the  $10,000,000  was  turned  over  to  Judge  Moore  to  use 
at  bis  discretion  f— A.  As  a  matter  of  fact,  Judge  Moore  purchased  the  original  plants 
for  cash ;  so  much  cash ;  had  a  cash  agreement.  Then  he  organized  this  oompany, 
and  afterwards  the  mill  men  who  agiied  to  subscribe  for  stock  had  the  priTilese  of 
coming  in  and  doing  so.  If  a  man  subscribed  for  100  shares  of  stook,  he  got  100 
shares  of  preferred  and  100  shares  of  common ;  otherwise  he  got  cash.  But  the  Judge 
had  the  mills  bought  on  a  cash  basis,  and  the  stock  feature  was  an  after  oonaidera- 
tion  so  far  as  the  mill  men  were  concerned. 

Q.  As  vou  understand  it,  then,  $18,000,000  of  preferred  and  $18,000,000  of  common 
was  used  to  raise  tbe  money  to  buy  the  plants  directly,  and  the  $10,000,000  was  used 
for  the  expenses  of  organization,  and  put  into  the  hands  of  Judge  Moore,  to  be  used 
at  his  discretion  for  that  purpose.    Is  that  right f— A.  Yes;  that  is  right. 

CONDITIONS  BXFORS  CONSOLIDATION. 

Q.  What  was  the  situation  of  the  tin>plate  trade  that  led  to  the  organization  of 
the  American  Tin  Plate  Company  f — A.  Well,  the  competition  between  the  old  com- 
panies had  become  so  strong,  the  business  was  fast  drifting  into  a  condition  where 
there  was  little,  if  any,  profit.  There  were  a  number  of  miUs  losing  money  and  yery 
few  of  them  making  any,  and  it  was  a  matter  of  the  mills  gettiuff  together.  So  they 
appointed  a  committee  to  look  Judge  Moore  up  and  ask  nim  if  he  would  not  take 
charge  and  arrange  this ;  got  them  together,  in  other  words. 

Q.  The  initiative  was  taken  by  the  mills  themselves  f— A.  Yes.  The  fact  of  the 
matter  is,  the  mill  men  chased  Judge  Moore  for  a  year  to  get  him'  to  take  charge  of 
it,  which  he  finally  did. 

Q.  You  say  none  were  making  money,  and  many  were  losing;  had  there  been 
many  failures  among  the  tin-plate  mills  tnat  you  know  of  f^A.  None  at  all. 

Q.  The  organization  was  made  in  order  that  they  might  make  larger  profits  f — ^A. 
As  a  matter  of  fact,  there  were  a  number  of  tin-plate  miUs  carried  by  steel  com- 
panies and  people  in  other  lines,  and  had  been  for  years  before.  I  do  not  mean  to 
say  all  tbe  mills  were  losing  money;  on  the  contrary,  the  m%jority  were  msAunff 
money ;  nothing  great,  but  a  profit.  I  do  say  a  number  of  them  were  being  carriea 
by  steel  companies;  one  case  particularly  I  know  of. 

Q.  And  the  competition  had  been  fierce  enough  so  that  in  the  minds  of  the  mill 
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men  there  was  danser  of  bankrnptoy  on  the  part  of  some  of  themf — A.  I  am  qnite 
Bare  if  the  consolidation  had  not  gone  through  there  would  have  been  15  companies 
closed  and  seven  or  eight  thousand  men  out  of  work. 

({.  You  think  there  would  have  been  15  closed  down;  out  of  what  number f— A.  I 
think  there  were  39  companies. 

Q.  That  went  into  the  oombinationf — ^A.  Thirty-nine. 

Q.  Fifteen  of  these  39  in  that  condition  f — ^A.  I  did  not  say  that.  I  said  a  number 
of  them;  I  believe  15  of  them  would  now  be  closed  down. 

COUR8B  OF  PRICKS— OOMTRACTS. 

Q.  WiU  you  ex]plain  what  the  course  of  prices  of  tin  plate  has  been,  say,  from  1  year 
before  the  formation  of  the  American  Tin  Plate  Company  to  datef — A.  I  should  say 
tin  plate,  full  weight  plates,  were  worth  a  year  before  $3.10;  tiom  that  they  drifted 
down  to  as  low  as  $2.60  at  the  time  of  the  organization.  In  the  last  6  months  the 
larger  part  of  the  decline  took  place. 

Q.  Bietween  the  $3.10  and  $2.60,  the  larger  part  of  the  decline  occurred  in  the  6 
months  before  the  company  was  formed f — A.  Tee. 

Q.  How  has  the  price  been  since?  Perhaps  you  had  better  tell  us  the  oourse  of 
prices  from  the  formation  of  the  company  to  date.— A.  When  the  new  company 
took  the  contracts  of  the  old  companies,  which  they  had  made  for  the  delivery  of 
plates,  they  assumed  contracts,  I  presume,  amounting  to  aboat  4,000,000  boxes  of 
tin  plate  to  be  delivered  at  prices  ranging  from  $2.65  to  $2.75.  During  this  boom  in 
raw  material  and  all  that  sort  of  thing  while  the  ruling  market  on  the  other  side 
was  $5.25,  delivered  f.  o.  b.  New  York 

Q.  For  how  long  a  period  did  these  contracts  runf — A.  To  the  Ist  of  July  last. 

Q.  Are  you  still  working  on  the  basis  of  these  old  contracts  f — A.  No ;  they  are  aboat 
cleaned  up.    We  have  some  old  contracts  yet  which  we  are  delivering  to  customers. 

Q.  Were  the  larger  part  of  these  eon  tracts  for  a  period  of  6  months  or  a  yearf — 
A.  Up  to  the  1st  of  July:  very  few  for  a  year. 

Q.  tip  to  what  time  f— A.  Beginning  January  1.  However,  there  were  sales 
made  after  the  organization  of  the  company,  through  January  and  February,  at 
along  about  $3,  $3.25,  $3.50,  and  $3.75.  Lots  of  these  contracts  we  are  still  work- 
ing on. 

^  Q.  If  I  understand  you,  the  regular  prices  quoted  in  the  markets  and  the  trade 
papers  did  not  represent  the  exact  condition  of  affairs  with  the  mills? — A.  Not  what 
they  were  getting  for  plate. 

Q.  Will  you  perhaps  explain  a  little  further  what  the  course  of  the  market  has 
been  from  the  time  the  Tin  Plate  Company  was  formed  to  date — that  is,  the  selling 
price? — ^A.  It  has  been  upward. 

Q.  Could  you  give  us  the  figures?— A.  That  started,  I  think,  at  $3. 

Q.  You  said  the  prices  were  about  ^.60? — A.  We  sold  some  for  $2.75  after  the 
company  was  organized.  Then  at  $3,  $3.25,  $3.35,  $3.87i,  $4.25,  and  the  present 
price  is  $4.65. 

Q.  When  these  prices  were  put  up  from  $8.87i  to  $4.25,  was  that  one  immediate 
change  made  at  once? — A.  That  was  at  the  time  of  the  advance  of  steel  from  $22 
to  $3?  or  $38  a  ton. 

Q.  As  soon  as  the  price  in  steel  was  advanced,  you  advanced  the  price? — ^A.  Pig 
tin  and  steel  went  up  very  rapidly  in  30  or  40  days. 

THE  BOX  OF  TIN  PLATE. 

Q.  When  yon  are  speaking  of  these  prices,  what  are  they — ^the  price  i>er  box? — 
A.  Yes.    14  Dy  20— lOO-pound  plates,  f.  o.  b.  the  mills. 

Q.  Can  you  teU  us  how  much  steel  and  how  much  tin  there  is  in  a  box  of  this 
finished  product? — ^A.  In  a  fuU  weight  box  there  are  ]05i  pounds  of  steel  and  2i 
ponnds  of  tin,  making  106  pounds. 

Q.  So  that  you  make  the  prices  on  105^  pounds  of  steel  and  2^  ponnds  of  tin^  and 
figuring  out  the  cost  of  that  will  give  substantially  the  cost  of  the  raw  material? — 
A.  That  is  it. 

Q.  Subtract  the  cost  of  the  raw  material  from  the  cost  of  the  full  weight  box,  and 
you  will  find  the  cost  of  production,  plus  your  profit,  the  profit  of  the  sefier  or  manu- 
facturer?— A.  There  is  something  to  be  figured  besides.  In  rolling  steel  there  is 
some  sorap.    There  is  an  allowance  for  that  to  be  made. 

Q.  That  could  be  counted  in  the  cost  of  production? — A.  Yes. 

Q.  Is  that  an  absolute  waste? — A.  Oh,  no;  but  there  is  perhaps  20  per  cent  waste 
in  rolling  $38  steel,  and  the  scrap  would  sell  for  $14  or  $15,  perhaps;  I  do  not  know 
the  exact  scrap  market. 

Q.  So,  figurmg  out  the  prices  in  this  way  to  determine  the  general  range  of 
profits,  there  is  wis  waste?— A.  Yes. 
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Q.  Could  ;ou  famiili  the  oommiuioD  with  (be  o 

"  ' '^  '      - 'aet,  ot  itMtlitUiett  -'  -"'-    '" 

get  them  for  ; on. 


>  of  ^ric««,  DiODthly    prkn, 
"irioa  rs"   '       *""       *""'  ' 

Str      "   . 
iod  enongh  to  ftunlah  them  to  naf — A.  Yea.' 

Tabu  1.— jMroftpHM,  by  mooUU,  s/MItcttaiul  itota  mid  fry  JMI«ra  jSJmI  CMipa^. 
[Frtow  rnrnUbad  bj  Mr.  Beld.  ] 
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^^ 
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IT. 

- 

UM 

J„ 

tnnxi 
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I.S.I 
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M.W 

S3.U 
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»» 

ao,M 

2S.TS 

n.n 

21.  a 

iB.4a 

IT.  01 

19.05 

iB.O» 

14.  M 

n^n 

Tablk  2.— Average  telling  price  of  pigtmim  Kne  TarV.  ^^     ■/  *  ^  - 
[PrlDMrarnlabedbjPbtlpa,  Dodgalt  Co.,  atnqneMof  Hr.  Bekl.! 


m.OO  taLMI  l: 


Jg».: 


iwi.    isn.    iw>. 


n  fio.w 


11.40 


0  tit.«o 

0     13.60 
0     11.80 


—Aierage  prioe  o/  American  BeettMV  oeke  Hm  plalm,  14  ^r  tO, 
pe»%de,  delivered  i»  Nete  Vark. 
{Prioea  fnniUhed  bj  Pbalpa,  Dodga  ft  Co.,  >t  nqnMt  of  Mr.  KeU.] 
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S.10 
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^hi(  lh7S^iir«  that  I  (ri«  yoii 
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labor  coat  of  tin  plate,  Id  a  letter  dated  Deoembar  I 
K«  paid  per  box  of  tin,  basBd  on  U  by  10  atn,  1  bn^  i 
re  the  vnXj  etiea  obtainable  at  tbe  pnaent  time  and  ai 
lartceiCwDrkinow  In  thaconaoJldalsd  ooDipu;.  The;  data  back  alnoe  l°—  '--* 
ki  a  amaJl  one  and  tbe  cost  per  box  would  ifaow  bigber  tban  when  the  m 
!T  output.  The  areraiK  price  of  labor  per  box  In  tbe  vaar  USS  WM  •!.( 
luouuiDofimaUontpat.  In  IBM,  an«r  the  work*  had  been  Inonaaad  aoiaawhat.  ■ 
;  the  vflua  Igas,  am,  and  1W&  np  to  lbs  time  ot  conaoUdatioB,  (ha  aTanga  pHoa  all 
'as  wben  the  miU  had  been  IncreaMd  to  its  present  oapaoit;  aad  waa  cettine  lu 
,  Fleua  nmeniber  these  egnrea  wen  "  "  '  -■"=■'  --•-»- 
LeoaletKcama  operative." 


|1.«0.    This  was 


0  its  present  oapaoity  aad  waa  getting  ita  maximtna 
naile  during  tbe  Okl  aeale  of  wage*  and  bafbrs  tba 
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Table  4. — Average  price  of  imported  ooke  Hn  plates,  14  hy  20,  full  weight,  108  pounde, 

delivered  at  New  York,  duty  paid. 

[Prices  fnmiBhed  by  Phelps,  Dodge  Sc  Co.,  at  Teqoest  of  Kr.  Ileid.] 


Month. 


Jannary — 
Fehmary . . . 

March 

April 

May 

June 

July 

▲ngiut 

September.. 

October 

November . . 
December  .. 


1888. 


$4.75 
4.79 
4.74 
4.60| 
4.53 
4.46 
4.51 
4.58 
4.62 
4.47 
4.29^ 
4.24 


1889. 


$4.2U 
4.20{ 
4.22 
4.28 
4.27| 
4.25 
4.25 
4.251 
4.32 
4.5U 
4.73 
4.62 


1890. 


1891. 


$5.32 
5.42 
5.30 
6.20 
5.251 
5.39 
5.37 
5.46i 
5.36 
5.31 
5.284 
5.28 


1892. 


$4.86 
4.85 
4.85 
4.85 
4.85 
4.85 
4.82^ 
4.80 
4.80 
4.85 
5.00 
5.00 


1896. 


$5.85 
5.32i 
5.30 
5.271 
&25 
5.20 

5.m 

5.15 

5.15 

6.12i 

5.10 

5.10 


1894. 


$5.05 
5.00 
4.95 
4.95 
4.92< 
4.92 
4.92< 
4.92i 
4.90 
4.00 
8.90 
3.80 


1895.   1896. 


$8.70 
^3.624 
3.60 
8.60 
3.62| 
3.67} 
8.75 
8.75 
3.75 
8.70 
3.671 
8.65 


$3.60 
3.571 
3.50 
3.50 
3.50 
3.50 
3.471 
8.474 
8.47{ 
3.45 
3.45 
8.40 


1897. 

1898. 

$3.84 

$4.05 

3.84 

4.05 

3.78 

8.99 

3.78 

4.05 

3.78 

4.10 

8.75 

4.10 

3.72 

4.10 

3.72 

4.16 

8.72 

4.16 

3.72 

4.10 

8.72 

4.16 

8.72 

4.22 

1899. 


$4.22 
4.40 
4.34 
4.34 
4.57 
4.76 
5.05 
5.58 
5.40 
5.31 
5.31 
5.84 


Until  July  1, 1891,  the  daty  was  1  cent  per  poand. 
Jaly  1, 1891,  to  Augast  28, 1894,  the  duty  was  2^V  cents  per  poand. 
August  2SS,  1894,  to  July  24, 1897,  the  duty  was  1^  c^nts  per  pound. 
Since  Juiy  24, 1897,  the  duty  was  li  cents  per  iM>und. 

WAGES— PAY  ROLL— AMALOABCATXD  ASSOCIATION  SCALE. 

Q.  Will  you  tell  us  what  the  course  of  wages  has  been  to  one  or  two  different 
classes  of  workingmen  in  this  industry  from  2  years  before  the  Tin  Plate  Company 
was  organized  up  to  date,  the  same  as  you  did  about  prices? — A.  The  wage  scale  has 
been  advanced  since  the  new  company  oame  into  existence;  the  ordinary  common 
labor  around  the  mill  about  20  per  cent,  and  skilled  labor  15  per  cent;  but  in  acUast- 
ing  scales  between  different  mills  there  has  been  an  advance  greater  than  15  or  20 
per  cent  on  common  labor.  The  advance  in  the  entire  pay  roll  of  the  company 
would  amount,  I  should  say,  t<^bout  $2,000,000.' 

Q.  Annaallyf — A.  Annual  pay  roll. 

Q.  What  has  been  the  increase  in  the  number  of  menf — A.  I  should  say  we  have 
on  2,000  more  mill  men  than  we  had. 

Q.  When  yon  were  organized f — A.  When  the  new  company  was  organized;  yes. 

Q.  (By  Mr.  Kennedy.)  How  many  more f— A.  2,000:  close  to  it. 

Q.  Have  yon  an  agreement  with  the  Amalgamated  Association  of  Iron,  Steel,  and 
Tin  Workers  in  your  combination? — A.  We  have  an  agreement  to  pay  them  a  scale 
of  wages,  beginning  July  1,  to  the  following  July  1. 

Q.  Is  that  a  sliding  scale f — A.  It  is  a  scale  like  this:  For  every  increase  in  the 
price  per  box  of  10  cents,  I  think  it  is,  after  it  reaches  a  certain  price,  the  increase 
m  labor  runs  4  cents  a  box. 

Q.  Are  you  paying  them  now  on  the  basis  of  these  contracts  that  you  are  filling 
of  old  organizations  that  came  into  your  combination? — A.  We  are  paying  the  new 
scale  on  every  box  rolled  in  the  mill,  regardless  of  the  prices  the  goods  are  sold  at. 

Q.  So  they  are  not  to  get  an  increase  when  you  have  finished  the  old  contracts? — 
A.  They  are  now  getting  the  increase. 

Q.  (By  Mr.  Jbnks.)  When  did  that  begin  ?~A.  The  1st  of  July. 

Q.  (By  Mr.  Farquhar.)  Does  that  soale  stand  for  12  months? — A.  It  stands  for  12 
months. 

THE  SLIDING  SCALE  SLIDES  UP,  NOT  DOWN. 

Q.  At  the  very  high  price  you  are  selling  tin  at,  are  the  wages  of  mechanics  com- 
mensurate with  the  prices  you  are  getting  from  the  consumer?— A.  They  are  the 
best  paid  men  in  the  country. 

Q.  Are  they  sharers? — ^A.  They  are  getting  their  full  share.  In  fact,  if  there  was 
any  little  change  in  raw  material  to  bring  aoout  a  higher  cost  the  only  way  I  see  to 
meet  it  is  to  get  it  off  the  laboring  man.  If  there  was  a  further  increase  in  the  cost 
of  pig  tin  and  steel  to  the  figure  that  we  hear  talked  of  as  the  probable  price  next 
year,  the  only  way  the  Tin  Plate  Company  could  run  except  at  a  loss  would  be  to 
cut  the  workman. 

Q.  (By  Mr.  Jenks.)  Cut  wages  below  what  they  are  now? — ^A.  Cut  wages  below 
what  they  are  now. 

Q.  (By  Mr.  Kennedy.)  Could  you  not  increase  the  cost  of  the  product  to  the  oon- 
snmer? — A.  We  could  some;  yes. 

Q.  Would  not  that  be  as  easy  a  way  as  reducing  the  wages  of  the  men? — ^A.  A  $10 
advance  on  steel  would  mean  a  good  deal. 


1  See  Mr.  Graham,  p.  853 ;  Mr.  Gilfflthft,  p.  903. 
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Q.  Could  yon  not  sluure  it  between  the  ooneomer  and  the  workingman  instead  of 
taking  it  all  off  the  workingmanf — ^A..  We  are  tied  np  with  the  workingman  until 
next  year;  we  would  have  to  pay  them  thete  wagea;  we  oonld  not  change;  that  u 
what  1  was  trying  to  illaetrate. 

Q.  (By  Mr.  Fabquhar.)  So  you  hare  a  rigid  aeale  for  12  months  f— A.  For  U 
monthe;  yes. 

Q.  (By  Mr.  Jbnks.)  If  I  underetand  your  contract,  if  you  put  np  the  prioe  of  the 
product,  the  wagee  of  labor  are  inoreaeed  proportionately.  Suppose  trade  oonditionf 
are  such  that  the  price  of  the  product  fails  below  what  it  was  wnen  the  contract  was 
made ;  does  your  agreement  with  the  workingmen  provide  for  lowering  the  wa^^  pro- 
portionately f — A.  That  stands ;  their  wages  are  fixed  for  a  year.  If  were  is  a  thrtiier 
increase  in  price  above  the  price  at  the  time  the  sciJe  was  made,  I  believe  it  was 
$4.25,  then  tnev  slide  up. 

Q.  (By  Mr.  Farquhab.)  First  of  all,  there  is  a  minimum  soale  agreed  unon;  if  the 
prices  rise  there  is  an  arrangement  that  they  are  to  share  four-tenths  of  tnat  rise? — 
A.  That  is  it  exactly. 

Q.  (By  Mr.  JuTKB.)  Can  you  not  furnish  us  with  a  copy  of  that  soalef — ^A.  Tes. 

Wetiem  §odle  of  prices  govemina  wagea  in  rolling  milU  for  the  gear  endmg  June  SO,  2900, 
pnbliaked  kg  National  Lodge,  IwMlgamaied  Aeeoeiation  of  Iron,  Steel,  and  Hn  Workere, 

TIN.PLA.TB  SCALB. 

When  a  box  of  100  pounds  coke  tin  plates  is  selling  at  $4.25  the  scale  of  prices  as 
appears  below  shall  be  paid.  On  each  10  cents  increase  in  the  price  per  box  2  per 
cent  advance  on  the  prices  below  shall  be  paid,  and  on  each  10  cents  per  box  decrease 
a  deduction  of  2  per  cent  shall  be  made  to  said  base,  but  it  is  understood  that  the 
wage  list  below  is  the  minimum  for  the  year  ending  June  30, 1900. 


Gange. 

Boiler. 

Bonblhig. 

Heating. 

Shearing 

on  jaw  or 

OTOOodile 

sheanand 

Joboraheet 

work,  per 

ton. 

Shearing 
tin  plate  on 

aheara,per 
ton. 

Screw 

boy.  per 

ton. 

Km.  8  to  11 •••••• 

$2.85 
2.46 
2.82 
8.78 
4.16 
4.62 
4.02 
4.07 
6.64 
6.75 
6.00 
6.87 
7.08 
7.42 
7.00 
8.00 
8.08 
8.61 
8.06 
0.18 
0.41 
0.04 
0.87 

$1.07 
1.10 
1.26 
1.68 
1.87 
2.14 
2.27 
2.30 
2.01 
8.06 
8.21 
8.87 
8.60 
8.70 
8.80 
8.08 
4.01 
4.80 
4.04 
6.18 
6.40 
6.68 
6.86 

$0.08 
1.08 
1.28 
1.52 
1.70 
1.87 
2.06 
2.22 
2.68 
2.86 
8.01 
8.10 
8.80 
8.60 
8.74 
8.70 
3.86 
4.14 
4.88 
5.06 
6.20 
i.52 
6.75 

$1.26 

1.44 

1.21 

L18 
1.01 
.07 
1.00 
1.08 
1.90 
1.20 
L26 
1.21 
1.17 
LOO 
L88 
1.40 
L45 
1.48 
L65 

00.41 

.46 
\            .47 
.40 
.52 
.58 
.65 
.50 
.61 
.68 
.66 
.68 
.70 
.72 
.75 
.76 
.77 
.78 
.70 

Ko«.  12  Mid  18 

Km.  UBndlS 

60.40 

Km.  is  and  17 

Km.  18  to  20 

Km.  21  to  24 

.45 

Km.  26  and  26 

46 

Kos.  27and  28 

47 

Km.  29 and  80  ....r.T..t..., 

.49 

Ko.81 

.59 

KOb82 

.54 

Ko.88 

.56 

Ka84 

.50 

Ko.86 

Ka86 

Ko.37 

Ko.88 

.......... 

Ka89 

Ko.40 

Ko.41 

Ko.42 

Ka48 

Ko.44 

1.  Thirteen  per  cent  less  thau  above  prices  for  iron,  except  shearman. 

2.  Twenty  per  cent  added  for  changed  iron  and  steel. 

3.  Seventeen  per  cent  added  for  pickle-finished  iron  and  steel,  except  shearman. 

4.  For  all  sheets  sheared  into  circles  on  tin-plate  mills  where  the  loss  exceeds  10 
per  cent  20  per  cent  extra  shall  be  paid. 

5.  All  plate  and  sheets  cut  down  to  smaller  sizes  on  tin-plate  mills  to  be  paid  for 
at  scale  prices. 

6.  For  all  sheets  roUed  on  tin-plate  miUs,  14  square  feet  and  over,  not  cut  down  to 
smaller  sizes,  and  for  tin  plates,  worked  other  than  tin-plate  style,  sheet-mill  prices 
including  hands'  prices  shall  be  paid,  and  when  working  sheets,  tin-plate  style,  the 
additional  percentage  of  entire  sheet-mill  cost  over  tin-plate  shall  be  added  to  aU 
hands'  wages  on  the  mill,  and  it  is  understood  when  plate  worked  on  a  tin-plate  mill 
and  is  not  " first"  pickled,  annealed,  cold  rolled,  and  thoroughly  treated  as  plate  for 
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tilining  purposee  before  leaving  the  mill  where  it  is  worked,  it  shall  be  paid  for  at 
sheet-mill  prices.    (For  rules,  see  Addenda.) 

7.  Where  improved  squaring  shears  are  used  the  company  shall  pay  for  opening 
packs  and  grinding  the  knives,  and  on  jaw  and  crocodile  shears  the  company  to  pay 
for  opening  packs,  and  in  mills  where  plates  are  cat  into  smaller  sizes  than  14  by  20 
additional  pay  for  shearing  shall  be  arranged,  shearman  to  change  and  set  the  knives. 

8.  Catchers  on  tin-plate  mills  to  receive  23  per  cent  of  roller's  statement,  the  same 
to  be  deducted  f^om  the  roller's  statement  and  paid  by  the  company. 

9.  Eight  (8)  hoars  shall  be  a  day's  work  on  tm  or  black  plate  mills,  said  mills  not 
to  follow  oat,  except  when  notice  to  mill  crew  is  ^ven  of  a  change  in  time  of  start- 
ing Friday  morninff  to  Saturday  morning,  and  mills  are  not  to  operate  on  Saturday 
afternoon  or  Saturday  or  Sunday  nights. 

10.  It  is  agreed  that  no  more  than  three  changes  in  the  classification  of  sheet  and 
tin-plate  mifls  can  be  made  during  the  scale  year,  and  due  notice  shall  be  given  before 
such  changes. 

11.  The  weiffht  of  bar  to  be  marked  on  the  bar  when  brought  to  the  mill,  or  scales 
for  weighing  bars  be  furnished  at  the  option  of  the  company. 

12.  In  each  tin  mill  a  blackboard  shall  be  famished,  on  which  the  complete  weight 
of  each  turn  shall  be  placed  within  a  reasonable  time  after  being  made. 

13.  All  tin  and  black  plate  shall  be  weighed  by  the  company  after  being  sheared 
and  opened. 

OUTPUT. 

The  limit  oi  a  turn's  work  of  8  hours  shall  be  as  follows : 


On  gange.  100  pounds. 

Noe.8toll 13,500 

Nos.l2tol3 12,500 

Nos.l4tol5 11,500 

Noe.l6tol7 10,500 

Nos.l8to20 9,500 

Nos.21to24 7,500 

No.  25 6,750 

No.  26 6,350 


On  gange.  100  pounds. 

No.  27 6,150 

No.  28 5,650 

No.  29 5,850 

No.  30 5,750 

No.  31 5,550 

No.  32 6,350 

No.  33 5,150 

No.  34  and  lighter 4,950 


Where  28  gauge  is  worked  in  6  or  8  sheets  to  the  pack  6,150  pounds  shall  be  the  limit. 

On  sizes  20^  by  56  and  larger  an  excess  of  5  per  cent  on  the  limit  maybe  made,  but 
if  not  made  on  uiat  turn  the  per  cent  can  not  be  made  up. 

Turns  below  the  limit  may  be  made  up  during  the  same  week  for  that  week,  but 
in  making  up  lost  weight  on  any  turn  the  output  shall  not  exceed  the  limit  over  500 
pounds,  and  when  the  5  per  cent  is  made  for  that  turn  the  500  pounds  can  not  be 
made. 

SoaUof  prices  for  yorewood  atiicks. 


Coke 

B.  charooal.... 

Cliarooal 

Doable  rolling. 
Heavy  coating 
Olds^le 


Tinning. 

Washing. 

Cents, 

Cents. 

11 

11 

12 

12 

12 

12 

14 

14 

12 

12 

15 

15 

Catching. 


Cents. 


3| 

4 
4 
4- 
4 
4 


STAifDABD.->A  box  of  14  bj  20  containing  112  sheets  =  81,360  sanare  inches,  to  be  the  standard. 
All  boxes  weighing  over  136  pounds  to  be  paid  for  as  overweight. 
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AmeAgamaUd  .i^fociaMon  of  Iran  and  SUel  Wwrken — 8caU  of  w€tge»  for  year  endmf 

Juns  SO,  1899. 


Gaages. 

Rolling 

(2,240 

ponnda). 

Doubling. 

Heating. 

Shearing  Shfariag 
onj«wor        on 
eiooodile  aqnaring 
aheaza   ■    ahean 
(per  ton  .  (par  ton). 

Km.  8  to  11 

08.04 
2.13 
2.45 
8.24 
8.88 
4.02 
4.28 
4.32 
4.80 
5.00 
5.22 
6.54 
0.14 
0.45 
0.87 
8.00 
7.08 
7.40 
7.78 
7.08 
8.18 
8.38 
8.58 

00.08 
.00 
LIO 
L48 
LOO 
L88 
L07 
2.08 
2.58 
2.08 
2.70 
2.88 
8.12 
8.80 
8.88 
8.42 
8.40 
8.82 
4.30 
4.50 
4.70 
4.00 
5  10 

00.85 
.00 
L07 
L82 
L48 
L03 
L70 
LOS 
2.83 
2.40 
2.08 
2.70 
2.05 
8.18 
8.25 
8.80 
8.35 
8.80 
4.20 
4.40 
4.00 
4.80 
5.00 

OLIO 

1       1.25 

}       L05 

.08 

.88 

.84 

.87 

.00 

L04 

L04 

LOO 

LOS 

1.02 

L12 

LIO 

1.22 

1.28 

L30 

L35 

- 

Noo.  12  and  18 

Not.  Hand  15 

90L36 

Noa.  18  and  17 

Noa.  18  to  20 

Noa.  21  to24 

f           .40 
\           .41 

Noa.  25aDd  20 

Koa.  27and  28 

Koa.  20  and  80 

.45 

Ko.  81 

.48 

Ko.  82 

.48 

Ko.  88 

.61 

No.  84 

.5S 

Ko.  85 

.55 

Ko.  80 

.87 

Ko.  87 

.50 

Ko.  88 

.01 

Ko.  88 

.01 

No.  40 

.45 

Ko.  41 

.41 

.87 

Ko.  48 

.08 

Ko.  44 

.41 

OUTPUT. 

The  limit  of  a  tom's  work  of  8  honro  ohall  be  m  follows : 


On  gauge.  100  ponnda. 

Noo.8toll 13,000 

Noo.l2andl3 12,000 

Nos.l4andl5 11,000 

Noo.l6andl7 10,000 

Noo.  18to20 9,000 

Nob.  21  to  24 7,000 

No.  25 6,250 

No.  26 5,860 


On  gauge.  100  ponndi 

No.  27 5,650 

No.  28 5,150 

No.  29 5,350 

No.  30 5,250 

No.  31 5,050 

No.  32 4,850 

No.33 4,650 

No.  34 4.«0 


AmalgamaUd  A990ciaiion  of  Iron  and  Steel  Workere — Scale  of  wagee  for  year  ending 

June  SO,  1898.  j 


Gaugea. 


Koa.  8  to  11... 
Koa.  12  and  18 
Koa.  14  and  15 
Koa.  10  and  17 
Koa.  18  to  20.. 
Koa.  21  to  24.. 
Koa.  25  and  28 
Koa.27aud28 
Koa.  29  and  80 

Ko.81 

Ko.32 

Ko.88 

Ko.84 

Ko.35 

Ko.88 

Ko.87 

Ko.88 

Ko.38 

Ko.40 

Ko.41 

Ko.42 

Ka43 

Ko.44 


Boiling 

(2,240 

pounda). 


02.04 
2.18 
2.45 
8.24 
8.82 
4.07 
4.57 
4.88 
5.80 
5.40 
5.85 
5.00 
0.84 
0.07 
7.48 
7.52 
7.00 
8.00 
8.40 
8.00 
8.80 
0.00 
0.20 


Doubling. 


00.08 
.00 
1.10 
L48 
L88 
L88 
2.07 
2.21 
2.70 
2.84 
2.07 
8.18 
8.88 
8.58 
8.00 
8.65 
8.72 
4.07 
4.22 
4.86 
4.50 
4.05 
4.80 


Heating. 


00.85 
.00 
L07 
L32 
L48 
L08 
L88 
2.05 
2.48 
2.08 
2.79 
2.88 
8.15 
8.84 
8.46 
3.52 
3.58 
8.80 
4.00 
4  14 
4.80 
4.48 
4.47 


Shearing  kSheariBg 
on  Jaw  or 


orooodile 

abeara 
(per  ton). 


on 
aqnaring 

aheATB 
(per  ton). 


} 


0L05 

.98 

.88 

.84 

.87 

.00 

L04 

L04 

LOO 

LOS 

L02 

L07 

L07 

LOO 

LOS 

L02 

LOS 


90.88 


40 
41 
43 
45 
46 
48 
61 
68 
55 
57 
68 
61 


67 
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OUTPUT. 

Tho  limit  of  a  tarn's  work  of  8  hoars  shall  be  as  follows : 


On  gauge.  100  poands. 

Nob.  8  to  11 13,000 

No8.12andl3 12,000 

Nos.l4andl5 11,000 

Nos.l6andl7 10,000 

No8.18to20 9,000 

No8.21to24 7,000 

No.25 6,250 

No.26 5,850 

No.27 5,650 

No.  28 5,160 

No.  29 6,350 

No.  30 5,250 

No.  31 5,050 


On  gauge.  100  pounds. 

No.  32 4,850 

No.  33 4,650 

No.  34 4,450 

No.  35 4,300 

No.  36 4,150 

No.  37 , 4,000 

No.  38 3,900 

No.  39 3,800 

No.  40 3,700 

No.  41 3,600 

No.  42 3,500 

No.  43 3,400 

No.  44 3,300 


Amalgamated  Aasocuition  of  Iran  and  Steel  Worken — Sisale  of  wages  for  year  ending 

June  SOy  1897, 


Gaugee. 


No8.  8  to  11... 
IToa.  12  and  13 
Nob.  14  and  16 
No8.  16  and  17 
Kofl.  18  to 20.. 
Ko8.  21  to 24.. 
"Son.  25  and  26 
Noe.  27  and  28 
Koft.  29  and  30 

No.  31 

No.  32 

No.  33 

No.  34 

No.  86 

No.  36 

No.  37 

No.  88 


Boiling 

(2,240 

Doabling. 

Heating. 

ponnda). 

$2.04 

10.93 

$0.86 

2.13 

.96 

.90 

2.45 

1.10 

1.07 

8.24 

1.46 

1.82 

3.62 

1.68 

1.48 

4.07 

1.86 

1.63 

4.67 

2.07 

1.88 

4.63 

2.21 

2.05 

5.30 

2.70 

2.48 

6.40 

2.84 

2.66 

6.66 

2.97 

2.79 

6.99 

3.13 

2.88 

6.64 

8.33 

8.15 

6.97 

3.62 

3.84 

7.43 

3.60 

3.46 

7.62 

3.66 

3.62 

7.60 

3.72 

3. 68 

Shearing. 


$0.99 


1.59 

1.71 

1.76 
1.78 
1.88 
1.98 
2.20 
2.20 
2.46 
2.49 
2.62 


OUTPUT. 


The  limit  of  a  tarn's  work  of  8  hours  shall  be  as  follows : 


On  gauge.  100  pounds. 

Nos.  8toll 12,000 

Nos.  12tol3 11,000 

Nos.  14tol5 10,500 

Nos.  16tol7 10,000 

Nos.  18  to  20 9,000 

Nos.  21  to  24 7,000 

No.25 6,250 

No.26 5,850 


On  gauge.  100  pounds. 

No.27 5,650 

No.  28 5,150 

No.29 5,350 

No.  30 5,250 

No.  31 5,050 

No.  32 4,850 

No.  33 4,650 

No.  34 4,460 
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The  following  adyance  applies  to  scale  of  wages  paid  by  American  Tin  Plato 
Company  for  years  1896  and  1899: 


1896. 

laoo. 

• 

Hour. 

D*y. 

Week. 

Month. 

Hoar. 

Day. 

Week. 

MdBth. 

FlMkmnith r ---,-^„-,,, 

2» 
22 

11 

15 

Oentt. 
27 

RlMTlcmnHh#'  IiaIimhtv ^x-.rrr. . 

'^•'■'•MWltfllll    .....Tr.T...   ............ 

Carpenten'  hdlpen... 

OnUMMDffll  ••■■«•  ■■■■•Tr. ...... ...a. 

VliwtrlolaD 

too.  00 

$75.01 

OrfMum  mskon 

St 

\n 

Aimliitsnte •• 

AniifislDni 

$12.50 

$15.87| 

AoDMilon*  helner 

$1.25 

$1.45 

lIaohi]il8to...r. 

ill 

15 

18A 

12 

15 

12 

13 

M#«b1vfftt«' lAbon»r.          .- 

lAftbonn*  fomnim...... 

lisborcm ■ 

Tmokfln...... 

L40 
1.25 

1.54 
1.371 

- 

SonpwliMlors 

a75 

aft2^ 

• 

a  Tom. 

Where  the  rate  paid  prior  to  January  1  was  $1.50,  or  less,  the  new  rate  la  15  per 
oent  higher;  $1.50  to  $2, 12  per  cent  higher;  $2  to  $2.50, 10  per  oeut  higher. 

In  addition  to  this,  some  of  the  employees  mentioned  are  advanced  25  per  oent. 

In  the  finishing  department,  including  the  tinners  and  risers,  who  do  most  of  the 
work  in  connection  with  the  tinningor  finishing  of  tho  plate,  the  advance  since  Jannaij 
1  has  heen  ftt>m  15  to  50  per  cent,  dependent  upon  the  wages  in  existence  in  the  dif- 
ferent mills  before  the  consolidation. 

PRICKS  HAVS  NOT  RISEN  PRO  PORTION  ATBLT  TO  COSTS. 

(J.  You  have  spoken  of  the  advance  in  raw  material  and  wages ;  has  the  price  of  the 
finished  product  been  proportionate  f — A.  Proportionate  to  the  advance  in  steel, 
wire  nails,  etc.  f 

Q.  Proportionate  to  the  advance  in  steel,  tin,  and  wages;  your  raw  material  and 
wages? — ^A.  I  would  say  no;  our  advance  has  not  been  so  great  proportionately. 

MODE  OF  8BLUNG — ^NO  DISCRIMINATIONS  BETWEEN  JOBBERS. 

Q.  Will  you  explain  to  us  briefly  now  your  general  method  of  selling ;  the  nature  of 
the  contracts  that  you  make  for  sales;  persons  to  whom  you  sell,  and  so  on;  the 

feneral  methods  of  selling  the  finished  product? — A.  The  product  of  the  American 
in  Plate  Company  is  som  from  our  New  York  and  Chicago  offices,  sold  throush 
what  we  call  our  selling  agents.  There  is  a  general  agent  in  New  York,  and  in 
Chicago  Mr.  Graham  has  charge  of  it.  with  sales  agents  under  him.  The  contracts 
are  made  in  the  usual  form— John  Smith  agrees  to  sell  to  Thomas  Jones  so  many 
boxes  of  tin  plate,  price  named,  delivered  f.  o.  b.  mill,  terms  30  days,  or  1  off  for  cash 
10  days;  and  that  is  all,  I  believe. 

Q.  xou  sell  regularly  to  Jobbers? — ^A.  To  all  jobbers  except  the  small  retailers — 
people  who  buy  small  lots. 

Q.  Do  you  have  any  agreements  with  any  of  these  persons  to  whom  you  sell  as  to 
whether  they  will  buy  from  other  parties  or  not? — ^A.  None  whatever. 

Q.  Have  you  refused  or  do  yon  refuse  to  sell  to  any  jobber — ^any  large  dealer  of  the 
kind  you  have  mentioned — whose  credit  is  good? — ^A.  We  never  have;  no. 

JOBBERS'  BRANDS. 

Q.  Will  you  explain  to  us  the  arrangements  yon  have  with  Jobbers  with  reference 
to  special  brands  t — A.  We  have  no  arrangements  of  that  kind. 

Q.  Do  you  manufacture  any  special  brands  of  tin  plate? — A.  We  do. 

Q.  Were  these  brands  acquired  from  special  dealers? — A.  We  manu&cture  certain 
brands  for  certain  parties.  For  instance,  we  manufacture  especial  brands  of  teme- 
plate.  They  have  a  temeplate  they  have  been  selling  for  a  number  of  years — ^Aome 
Drand-~or  some  such  thing  as  that.  They  will  ask  us  to  brand  the  box  so  and  so^ 
and  that  we  will  do  for  them. 
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Q.  Ton  do  make  use  of  these  special  brands  for  special  dealers  f — A.  Yes. 

Q.  Under  these  circnmstanoes  do  yon  restrict  that  brand  to  these  dealers  or  sell  it 
to  others  f — A.  That  is  their  brand. 

Q.  Yon  do  them  that  favor  of  restricting  that  special  brand  to  them f— A.  Yes: 
I  think  there  is  a  little  charge  for  that.  I  forget  jnst  the  charge  there  was,  and  I 
do  not  know  whether  there  is  one  now  or  not.  I  pay  little  attention  to  that  end  of 
it|  and  I  do  not  remember. 

Q.  When  yon  give  this  exclnsive  nse  of  the  brand  to  a  dealer  of  this  kind,  do  yon 
make  this  obligation  of  yonr  company  to  continue  the  manufacture  of  any  brand  for 
a  special  dealer  contingent  on  his  restricting  all  his  purchases  of  tin  and  teme  plate 
to  your  products  f — ^A.  As  I  remember  it  now,  there  was  some  talk  of  that  kind  at 
one  time,  but  we  never  closed  it  up.    It  was  never  dosed.* 

Q.  So,  as  a  matter  of  fact,  you  have  never  enforced  any  such  contract? — ^A.  To 
the  best  of  my  knowledge,  no. 

CONTRACTS  WITH  MAOHKNSBY  MAKBR8. 

Q.  Have  you  made  any  arrangements,  any  agreements,  with  founders  and  maohin* 
ists  that  have  been  working  for  youf — A.  We  have  6  or  7  machine  men  and  roll 
makers  and  housing  makers  which  we  have  picked  out  as  the  best  makers  in  the 
country.  We  have  a  contract  with  them  agreeinjr  to  take  their  entire  product  of 
rolls,  housings,  etc.,  made  for  tin-plate  work.  ^There  are  a  number  of  others  on 
the  outside  from  whom  housings,  rolls,  etc.,  can  be  procured.' 

Q.  You  have  an  amement  of  that  kind  to  take  the  full  product  of  some  6  or  8  that 
you  considered  best  T — ^A.  Yes. 

Q.  Could  you  give  us  an  estimate  of  the  number  of  manufacturers  of  a  similar 
nature  outside  with  whom  you  have  no  such  agreement  f — ^A.  I  presume  there  are  5 
or  6  outsiders. 

Q.  So  you  possibly  have  this  contract  with  half  the  manufacturers  f — ^A.  Fully 
half,  yes;  I  should  sav  two-thirds. 

Q.  But  there  are  still  left  perhaps  one-third  of  the  manufacturers  with  whom  you 
have  no  such  contract f — ^A.  who  are  free  lanoes  to  do  as  they  please. 

Q.  Have  vou  any  agreement  with  these  manufacturers  that  if  they  mannfaotnie 
mills  for  other  parties  they  shall  make  no  black  plate  for  tinning  for  any  limited 
period  f — ^A.  There  is  an  arrangement,  agreement,  or  understanding  that  they  will 
not  sell  tin  rolls  to  mills  for  the  purpose  of  rolling  tin  plate  so  long  as  they  have  a 
contract  with  and  are  doin^  business  for  us. 

Q.  That  understanding  is  with  these  few  manufacturers  from  whom  you  have 
agreed  to  take  the  largest  part,  at  any  rate,  of  their  output:  if  they  sell  to  anybody 
e&e  they  must  do  it  with  the  understanding  that  their  maonine  is  not  to  be  used  for 
the  purpose  of  making  tin  plate  f — A.  They  are  free  to  sell  where  they  please  out- 
side of  tin  plate.    We  take  all  the  rolls  they  make  for  tin-plate  work. 

VKRT  FEW  PATENTS. 

Q.  How  far  are  these  products  of  which  vou  agree  to  take  the  full  amount  cov- 
ered b^  patents  f — A.  I  do  not  think  any  of  them.  There  may  be  a  few  little  traps 
and  trinkets,  but  outside  of  that  I  do  not  think  so. 

Q.  Generally  speaking,  you  think  not  patented  at  allf — ^A.  Generally  speaking.  ' 

RELATIONS  WITH  THE  NATIONAL  STEEL  COMPANY. 

Q.  What  are  the  relations  that  exist  between  the  American  Tin  Plate  Company 
and  the  National  Steel  Company  f — A.  The  only  relation  existing  between  them  is 
thatpart  of  the  directory  of  the  Steel  Companv  are  members  of  the  directory  of 
the  Tin  Plate  Company,  and  part  of  the  Tin  Plate  directory  are  members  of  the 
National  Steel  Company's  directory. 

Q.  What  proportion  of  your  raw  material  do  you  buy  from  the  National  Steel 
Company  f — A.  I  should  say  half;  not  over  half,  I  should  say. 

Q.  Are  the  products  that  you  buy  from  the  National  Steel  Company  bought  under 
special  contracts  substantially  of  the  same  nature  as  the  others  f— A.  We  buy  from 
whom  we  can  buy  tiie  cheapest;  the  Carnegie  Steel  Company,  the  Federal  Steel 
Company,  and  the  Nationid  Steel  Company,  whichever  sem  the  cheapest. 

Q.  Owing  to  the  fact  that  a  number  of  men  are  directors  of  both  companies  do  you 
have  a  fireedom  in  talking  over  conditions  of  business  with  the  Nationid  Steel  Com- 
pany that  you  would  not  have  with  the  Carnegie  Company,  so  that  you  would  be 

1  See  Mr.  Graham,  p.  861 ;  Mr.  Grlfflthg,  pp.  800-883. 

s  See  Mr.  Qraham,  p.  852 ;  Mr.  Wheeler,  p.  864 ;  Mr.  Griffiths,  pp.  888-880. 
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awnred  of  getting  the  raw  material  fh»m  themf — A.  It  is  a  meaiiB  of  keeping  well 
posted  as  to  iron  and  steel,  what  is  going  on  in  the  iron  trade.  We  are  always  sure 
when  we  have  a  friendly  relation  with  the  National  Company  to  get  steel  and  not 
have  to  shnt  down ;  to  keep  the  mills  mnning. 

Q.  Ton  are  sore  the  National  Steel  Company  will  not  make  a  contract  to  dispoae 
of  the  whole  of  their  product  to  the  exolosion  of  the  American  Tin  Plate  Com- 
pany f — A.  For  instance,  last  winter  the  Carnegie  Steel  Company  shutdown  8  or  10  of 
onr  mills  for  a  few  days  until  the  National  Steel  Company  got  to  work  and  gave  ns 
some  work.    Carnegies  were  oyersold  for  a  time  and  could  not  make  deliyery. 

PLANTS  SHUT  DOWN — THE  JOHNSTOWN  CASB. 

Q.  Will  you  tell  ns  the  number  of  plants  of  the  American  Tin  Plate  Compsny 
that  haye  been  shut  down,  dismantled? — A.  There  has  been  one  2-mill  plant  tA 
Cleyeland,  two  2-mills  at  Baltimore,  a  mill  in  a  second  story  of  a  building  at 
Brooklyn  called  the  Somers  mill;  that  is  all  1  think  of  now — a  little  mill  down  the 
Ohio  Riyer  called  the  Ohio  Riyer  mill.  To  offset  that,  howeyer,  we  haye  added  4 
mills  at  Monessen,  Pa. ;  1  mill  at  Cleyeland,  Ohio,  in  addition  to  the  other  mills ;  there 
are  2  at  Canonsburg,  and  we  have  started  10  new  mills  at  Newcastle.  We  have  20 
going,  with  the  Shenango  and  others  that  haye  been  started ;  so  we  haye  added  20 
or  25  against  10  or  12  shut  down.  The  reason  they  were  shnt  down  is  they  were 
started  by  somebody  who  had  a  village  lot  he  wanted  to  sell  and  that  sort  of  thing. 

Q.  Did  you  have  a  nlant  at  Johnstown  that  was  shut  down  f— A.  A  2'mill  plant  at 
Johnstown  we  shut  down  on  account  of  some  such  conditions  as  I  have  mentioned 
in  resard  to  these  other  plants.  When  the  plant  was  built  there,  there  aeems  to 
have  i»een  some  town-lot  scheme  behind  it.  It  was  a  bad  place  for  ns,  and  we  shut 
it  down  for  5  or  6  weeks,  maybe  longer.  A  committee  of  citizens  waited  on  us  and 
made  some  concessions  with  regard  to  something  or  other,  I  do  not  know  how  it  wss 
done,  and  enabled  us  to  start  up  the  mill — some  coal  arrangements. 

Q.  The  committee  waited  on  you  f — A.  Yes.  They  made  some  concessions  in  regard 
to  coal.  • 

Q.  In  regard  to  the  price  of  coalf  What  was  the  general  nature  of  the  oonoession 
or  advantMOs  that  they  offered  you  f — A.  As  1  remember,  it  was  in  regard  to  the  price 
of  coal;  I  think  we  had  the  Pittsburg  rate  of  freight. 

Q.  Practically  they  offered  to  pay  out  of  their  own  pockets  enough  to  put  that 

?laut  in  such  condition  that  the  establishment  would  be  on  an  eonality  wIUl  the 
ittsburg  establishments  f — ^A.  So  that  we  could  operate  it  at  a  pront  instead  of  at  a 
loss. 

Q.  They  made  you  an  offer  to  put  it  in  such  condition  yon  could  <q^rate  at  a 
profit  f — A.  Exactly. 

QUESTIONS  OF  UNION  LABOR. 

Q.  Did  you  close  any  works  at  Lisbon,  Ohiof — A.  No;  they  were  shnt  down  a  week 
or  two  on  account  of  a  strike.  It  was  a  nonunion  mill  not  working  under  the  Amal- 
gamated scale.  1  do  not  remember  the  facts,  but  I  do  remember  the  mill  was  shnt 
aown  for  2  or  3  weeks :  but  it  is  now  operating  under  the  Amalgamated  scale,  as  well 
as  the  other  mills,  wita  the  exception  of  perhaps  one. 

Q.  Do  yon  remember  any  agreement  when  the  mill  was  started  up  that  you  would 
employ  union  men,  so  that  it  opened  as  a  union  mill  f — A.  As  I  remember  the  HetB 
now,  when  the  Amalgamated  conference  took  place  in  June  the  Lisbon  mill  was  a 
nonunion  mill.  I  think  they  sent  a  committee  down  to  Lisbon  and  the  mill  was  de- 
clared union  and  came  into  the  Amalgamated;  that  is  how  it  happened.  I  think  the 
mills  were  shut  down  2  or  3  weeks  until  that  arrangement  was  made. 

Q.  (By  Mr.  Kennedy.)  Do  you  say  all  the  mills  in  your  combination  except  one 
are  operated  by  the  Amalgamated  Association  f — A.  That  was  the  mill  mentioned  by 
Mr.  Graham  yesterday,  which  has  a  little  peculiar  machinery  we  were  experimenting 
with.    He  explained  the  facts  yesterday. 

Q.  How  many  employees  in  this  one  millf — A.  I  should  say  700  or  800. 

Q.  You  have  no  difficulty  with  the  Amalgamated  men  in  the  other  mills  on  aceonnt 
of  this  mill  being  nonunion  f — A.  None  at  all.^ 

NO  DECREASE  OF  LABORERS  PER  UNIT  OF  PRODUCT,  OR  OF  OFFICE  FORCE. 

Q.  (By  Mr.  Jsnks.  )  Ton  haye  mentioned  the  number  of  laborers  in  your  employ 
and  the  amount  of  the  pay  roll  being  very  largely  increased.  Have  you  been  able, 
owing  to  the  more  efficient  methods  of  management  and  other  sources  of  saving,  to 
lessen  the  number  of  laborers  per  unit  of  product,  say,  per  hundred  boxes;  is  the 
number  of  laborers  less  for  every  hundred  ooxes  you  put  out  nowf — ^A.  I  think  we 
are  working  more  men  now. 

>  See  Mr.  Graham,  p.  801 ;  Mr.  GrifSths,  pp.  904-006. 
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Q.  Are  you  working  more  men  per  unit  of  product? — A.  I  think  so. 

Q.  Soppoee  you  take  your  total  output  as  it  was  and  as  it  is  now ;  is  the  number 
of  men  employed  now  less  in  proportion  to  the  output f — ^A.  I  think  very  few,  if  any , 
less;  there  have  been  very  few  men  dropped  out  of  the  yarious  works.  There  is  an 
office  pay  roll  with  each  mill.  One  ease  in  question  is  a  4-mill  plant  where  the  pay 
roll  in  the  office  was  $16,000  for  clerks,  and  so  on.  There  were  some  brothers-in-law 
in  there;  there  are  a  number  of  cases  like  that.  We  have  got  in  the  Chicago  office 
150  men,  and  this  has  taken  In  all  the  office  force  which  was  in  the  yarious  mills; 
and  instead  of  $16,000  pay  roll  for  a  mill  like  that,  we  haye  a  pay  roll  of  perhaps 
$1,200  or  $1,800. 

Q.  So  you  have  decreased  the  office  force  f — ^A.  There  haye  been  no  men  cut  off  at 
all.  As  the  office  force  at  the  mill  has  been  decreased  they  have  been  taken  into  the 
New  York  and  Chicago  offices. 

SAVINGS — BUTIKG — ^FREIGHTS. 

Q.  What  is  the  chief  source  of  sayin|;  by  the  combination  itself  f  What  are  the 
main  wa^s  in  which  you  save  by  going  into  the  combination  f — A.  There  is  a  saving 
at  the  mill  in  the  office  force,  and  there  is  quite  a  saying  in  buying  all  sorts  of  sup- 
plies. 

Q.  By  being  a  larger  customer  yon  can  get  bettor  rates f — A.  Buying  pig  tin:  pig 
tin  ia  yery  high.  Large  buyers  as  we  are  can  buy  tin  at  2  or  3  cents  a  pound  less 
than  the  small  buyer. 

Q.  Then  there  are  other  sources  of  sayingf — A.  There  are  a  good  many  little  things 
like  acid;  we  buy,  I  suppose,  $40,000  worth  of  acid  a  month,  of  acid  alone;  and  we 
can  get  it  some  cheaper  than  the  little  companies  do. 

Q.  Is  the  nature  of  your  product  such  that  you  can  concentrate,  making  one  product 
at  one  mill  and  another  at  another,  and  in  that  way  save  more  than  if  the  plants 
were  working  independent f — A.  We  can  work  temeplates  entirely  at  one  mill,  and 
use  another  mill  for  coke  plates. 

Q.  You  would  not  consider  that  sonree  of  saving  very  large  in  your  industry? — A. 
Nothing  great,  except  you  can  give  a  customer  a  little  nioer  plate. 

Q.  By  concentrating  one  kind  of  product  in  one  mill  is  there  any  saving  in  labor  f — 
A.  None  at  all,  except  as  I  said,  the  office  force ;  not  in  the  workmen. 

Q.  You  have  two  central  selling  offices  to  which  all  orders  are  sent:  are  you  able 
to  make  any  material  saving  by  shipping  from  the  nearest  plants f — A.  Yes:  for 
instance,  if  we  ship  from  Indiana  to  New  York,  the  freight  rate  is  28  cents  a  hundred 
as  I  remember  now ;  from  Pittsburg  it  is  11  cents ;  from  Canonsburg  it  is  2  cents  less, 
I  think. 

Q.  It  is  your  custom  to  ship  from  the  nearest  mill  to  save  the  freight  f — A.  Yes. 

rORMKR   METHODS    OF   8ELUNG — THE    BIG   FOURr— PRICES    NOW   THE  SAME    TO  ALL. 

t 

Q.  Have  you  been  able  to  make  a  saving  by  lessening  the  number  of  commission 
and  traveling  menf— A.  I  do  not  tbink,  as  a  rule,  the  commission  men — the  travel- 
ing men — oi  the  tin  plate  companies  are  yery  expensive.  For  instance,  one  of  the 
managers  or  one  of  the  owners,  if  the  inquiries  came  in  by  mail,  would  get  on  the 
cars  himself  and  go.  Our  company  handled  their  business  that  way,  and  I  take  it 
for  granted  they  all  did.  For  a  time  it  was  the  rule  to  pay  the  New  York  jobbers, 
what  they  call  the  Big  Four,  a  commission  for  selling  plates.  That  was  finaUy 
giyen  up  and  the  only  commission  paid  would  be,  for  instance,  where  some  mill 
hard  up  would  give  them  a  discount  for  cash,  or  some  such  arrangement  as  that. 
*' We  will  adyance  you  $50,000  or  $100,000,  and  you  give  it  back  in  plate  at  so  much 
a  box.'' 

Q.  You  said  the  owners  of  plants  or  managers  did  the  selling  themselves f — A. 
They  did. 

Q.  Are  these  same  managers  employed  by  the  American  Tin  Plate  Company — ^the 
same  who  have  been  managing  the  separate  plants f — A.  Nearly  all  of  them;  there 
are  a  few  that  are  not :  not  over  half  a  dozen  of  them,  if  any,  that  are  not  employeil. 

Q.  Do  you  think  there  is  any  gain  in  having  these  men  put  in  a  position  where 
they  can  deyote  their  whole  time  to  the  mill  instead  of  half  of  it  to  the  selling? — A. 
I  think  we  can  get  a  better  output,  better  plates,  and  it  satisfies  the  customer  better. 

Q.  The  saving  of  traveling  expenses  also,  as  regards  thatf — A.  So  far  as  the  tin 
plate  companies — the  39  companies — are  concerned  I  do  not  suppose  the  entire  num- 
oer  of  companies  bad  10  of  what  you  would  call  regular  trayeling  men. 

Q.  You  speakof  the  large  Jobbers,  the  Big  Four  in  New  York,  that  had  been  prom- 
inent in  the  business  before  the  organization  of  the  Tin  Plate  Company.  Are  tlie.se 
4  jobbing  houses  still  doing  a  regular  business  in  New  Yorkf — A.  r(o;  one  of  them 
is  practically  out  of  business. 

Q.  Which  one  is  thatf — A.  Onr  Kastem  sales  agent,  Mr.  Dickerson.  *   - 
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Q.  Ton  took  one  member  of  the  firm  and  gave  him  a  salary  as  sales  agentf — ^A.  He 
Is  our  Eastern  asent  now. 

Q.  Did  von  take  ]>er8on8  ftom  any  of  the  other  honsesf — ^A.  We  took  a  traTeling 
man  that  belonged  to  the  firm  of  Robert  Crookee  &,  Co.  as  onr  San  Franoifloo  agent 

Q.  He  was  a  traveling  manf — A.  What  we  call  a  road  man  at  a  salary. 

Q.  Do  von  have  anv  special  arrangements  with  Phelps,  Dodge  &,  Co.  at  the  prw- 
ent  timet — A.  What  Kind  of  an  arrangement t 

Q.  With  reference  to  pnrchasee,  importing  any  special  kind  of  material,  or  any 
special  rates  to  them  in  selling  yonr  products  f— A.  They  bny  plates  at  $4.65  in  lots 
of  5,000, 10,000,  and  100,000  boxes.  They  pay  caah  in  10  days,  regular  disooont.  Thst 
ie  the  only  arrangement  we  have  with  them. 

Q.  The  rates  are  the  same f^ A.  To  everybody;  there  is  no  distinction  between 
persons  as  to  the  price.of  a  box  of  tin  plate. 

Q.  You  have  not  any  arrangement  with  them  as  to  ftimishing  yon  with  pig  tinf^ 
A.  We  have  this  arrangement ;  so  long  as  they  furnish  it  as  low  as  anybody  else,  we 
buy  fVom  them. 

Q.  Yon  give  them  the  preference  f — A.  As  long  as  they  keep  the  prices  down. 

THB  TAJUFF— BARLT  BXPBRISNCSS. 

Q.  Will  yon  give  ns  yonr  opinion  with  respect  to  the  relation  of  the  tariff  to  the 
tin-plate  industry  f  I  should  be  glad  if  you  would  go  back  to  the  first  tariff  on  tin 
plate  and  explain  yonr  opinion  ofthe  relation  of  that  tariff  to  the  tin-plate  industry 
as  a  whole.  How  long  nave  you  been  a  tin-plate  mannflsoturerf — ^A.  Since  1891; 
but  active  only  since  1895. 

Q.  If  you  would  be  kind  enough  to  give  ns  the  effect  of  the  tariff  f — ^A.  To  begin 
with,  there  would  be  no  tin  in  this  country  without  the  tariff;  it  would  be  impos- 
sible to  manufacture  it  and  sell  it.  Beginning  back  at  the  early  days  in  1891  and 
1892,  the  Elwood  mill  (with  protection  at  $2.20)  cost  $150,000,  to  make  tin  plate. 
The  cost,  of  conrse,  came  in  through  a  lot  of  Welshmen  who  came  over  here  and  had 
their  ideas  about  light  machineiy  and  engines  and  all  that  sort  of  thing;  there  wis 
a  lot  of  machinery  broken  up.  The  output  was  small,  and  when  tin  plate  was  selling 
in  1893  at  $6.85  a  box.  our  plate  was  costing  us  $9  to  make. 

Q.  (By  Mr.  Jenks.)  When  you  first  started  the  industry  you  imported  some  Welsh 
workmen  f — A.  Yes,  the  rollers  were  all  Welsh  to  begin  with.  Now,  there  are,  I 
should  say,  about  50  or  60  per  cent.  A  great  many  Americans  have  learned  the 
trade  and  are  gradually  worKing  in,  but  the  Welshman  is  a  very  Jealous  fellow  and 
tells  just  as  little  as  he  can,  and  the  American  has  got  to  pick  it  up  for  himself. 

Q.  Then,  at  the  beginning,  even  under  the  very  nigh  tariff,  it  was  difficult  to  start 
the  industry  and  for  a  time  you  manufactured  tin  plate  at  a  loss  f — A.  Wemann- 
fiaotured  at  a  loss. 

Q.  (By  Mr.  Fabquhar.)  What  was  the  tariff  on  tin  at  that  time f— -A.  $2.20  a  box, 
as  I  remember. 

Q.  And,  now,  since  thenf — ^A.  Then  it  was  put  to  $1.20,  and  now  it  is  at  $1.50. 

<^  (By  Senator  Mallort.)  That  is  on  100-pound  boxes  or  150  pounds? — ^A.  One 
hundred  pound  boxes. 

Q.  (By  Mr.  Farquhar.)  The  $1.20  was  under  the  Wilson  tariff?— A.  Yes. 

Q.  And  the  $1.50  was  under  the  Dingley  tariff?— A.  Yes. 

Q.  (By  Mr.  Jbnks.)  What  was  the  effect  on  the  industry  of  rednoing  the  tariff 
ftom  $2.20  to  $1.20? — A.  Well,  in  the  meantime  the  American  was  getting  his  mill  in 
a  little  better  working  order  and  getting  out  his  plates  a  little  bit  cheaper,  and 
while  he  was  running  along  there  under  tiie  $1.20  tariff,  the  workmen  came  in  and 
asked  for  a  15-cent  raise,  as  I  remember  it  now,  and  we  had  a  3  or  4  weeks'  row  over 
that,  and  the  thing  finally  drifted  along  and  I  think  they  took  it  up  down  at  Wash- 
ington and  put  it  at  $1.50;  that  is  about  the  history  of  it  as  I  remember. 

Q.  Do  you  recollect  the  date  when  the  Wilson  tariff  went  into  effect? — A.  I  think 
it  was  in  1894. 

Mr.  Kbknbdy.  August  28,  1894. 

PRICBS— IMPORTS. 

Q.  (By  Mr.  C.  J.  Harris.)  Do  you  remember  the  price  of  tin  plate  when  the  indofl- 
try  was  first  started  in  this  country,  say  1890  or  1888,  or  somewhere  along  there  f— 
A.  Well,  I  think,  Just  offhand,  that  it  was  somewhere  between  $6  and  $7.  At  times 
it  was  higher  than  that.    I  think  at  one  time  tin  plate  sold  as  high  as  $17  a  box. 

Q.  (By  Mr.  Jbnks.)  What  is  the  price  of  tin  plate  now,  did  you  say? — A.  $4.65. 

Q.  $4.65;  is  there  any  tin  plate  imported? — A.  Nothing  except  to  be  reexported. 

Q.  At  what  price  would  tin  plate  have  to  be  here  in  order  to  enable  tin  to  be 
imported  at  a  profit  for  home  consumption?— A.  You  mean  to  ask  me  the  price  nov? 

Q.  You  say  the  price  is  $4.65.    How  much  higher  can  you  put  that  price  Defers  yoa 
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meet  oompetition  from  the  other  sidef — A.  Oh,  we  can  put  it  on  the  market  to-day, 
^I  shoold  Bay,  35  cents  to  &5  cents  a  box. 

Q.  Higher  than  it  is  nowf — A.  Yes. 

Q.  So  you  could  run  it  up  to  $5.25  without  much  fear  of  meeting  competition  from 
the  other  sidef — A.  That  is  right. 

Q.  (By  Mr.  Farquhar.)  Could  you  run  it  to  $5.37if— A.  The  price  of  plates  f.  o.  b. 
New  York  a  few  days  ago  was  $5.27i;  that  Is,  from  the  other  side. 

WAGES  OF  VARIOUS  WORKERS. 

Q.  (By  Mr.  Jenks.)  The  question  came  up  some  little  time  ago  with  reference  to 
the  relation  between  the  price  of  tin  plate  and  the  wages  of  the  laborers.  You  could, 
then,  if  I  undei'stand  you  now,  still  increase  the  wages  of  the  laborers  somewhat  until 
the  price  of  tin  plate  should  be  forced  up  to,  sav,  ^.25,  and  make  the  consumer  pay 
instead  of  making  the  laborers  suffer? — A.  Well,  the  laborers  to-day,  as  I  remarked 
a  few  minutes  ago,  are  the  best  paid  laborers  in  the  country.  Our  rollers  can  make 
in  8  hours^  work  close  to  $10  a  day  under  the  new  scale.  Our  entire  pay  roll,  I  will 
say,  would  be  in  the  neighborhood  of  $10,000,000  per  annum. 

Q.  Nowf — ^A.  Yes;  now. 

Q.  (By  Mr.  Kennedy.)  How  many  of  these  rollers  are  there  and  what  is  it  that 
gives  these  men  such  large  wages;  how  many  rollers  are  there  in  a  millf — A.  There 
is  1  roller  to  each  mill  each  turn. 

Q.  Just  1  roller  Y — A.  Yes.  Then  there  is  the  heater,  doubler,  and  catcher,  and  the 
whole  crew,  as  they  call  it;  but  the  roller  is  the  skilled  man  and  gets  the  high 
money.    Then  next  to  him  comes  the  doubler  and  catcher. 

Q.  What  wages  do  they  get  f — A.  $6  or  $7  a  day,  according  to  the  tonnage.  They 
are  allowed  to  make  so  many  tons  in  8  hours,  for  which  they  get  a  tonnage  price. 

Q.  (Bv  Mr.  Jenks.)  You  say  they  are  allowed  to  make  so  much  in  8  noursf — A. 
By  the  Amalgamated  Association. 

Q.  Do  the  rules  of  the  organization  hold  them  down  to  that  amount? — ^A.  Yes. 

Q.  (By  Mr.  Clarke.)  Does  that  work  require  high  skill? — ^A.  The  roller  is  sup- 
nosed  to  be  a  skilled  man.  I  think  if  he  is  real  cleyer  he  can  learn  the  business  in 
3  years  from  the  time  he  starts  in. 

Q.  Is  it  hot  and  heavy  work? — A.  It  is  very  hot  in  the  summer  time. 

Q.  Is  it  dangerous  to  the  health? — A.  Not  especially,  no;  on  the  contrary,  they 
are  very  healthy  men. 

Q.  (By  Mr.  C.  J.  Harris.)  When  you  speak  of  mills,  you  do  not  mean  that  you 
have  1  roller  for  1  establishment? — A.  Oh,  no. 

Q.  One  manufacturing  establishment  may  have  how  many  mills  in  it?— A«  That  is 
an  expression  we  use.  We  say  a  4-mill  plant.  They  would  have  a  roller  for  each  of 
those  mills,  on  each  turn,  and  perhaps  an  assistant  roller  in  addition  to  the  heater, 
doubler,  etc. 

Q.  In  New  Castle  you  have  how  many  mills? — A.  Fifty  mills.  We  have  2  plants 
there. 

Q.  The  New  Castle  and  the  Shenaugo? — A.  Yes;  in  New  Castle. 

Q.  Which  is  the  largest  plant  you  have? — A*  The  Shenango  plant,  with  80  mills. 

Q.  (By  Senator  Mallory.)  What  wages  do  the  other  workers  get  outside  of  the 
rolling  mill — the  dippers? — A.  The  tinners? 

Q.  Yes. — A.  The  tinners  are  paid  on  a  scale.  They  have  a  union  or  federation  of 
labor  that  controls  them,  and  the  same  scale  is  paid  in  all  mills.  The  price  is  so 
much  per  box,  and  the  tinner  to-day  would  make,  working  his  turn,  I  understand, 
from  $2.50  to  ^,  and  then  his  helper  would  make  $2,  or  somewhere  in  that  neighbor- 
hood. 

Q.  Is  that  about  the  least  wages  that  any  of  them  get? — ^A.  No.  Then  there  is 
the  packing  house  and  shipping  house,  and  what  we  call  around  the  mill  the  labor 
gang,  which  might  be,  perhaps,  150  or  200  men  all  the  time. 

Q.  They  are  not  skilled? — A.  Oh,  no;  just  common  laborers. 

Q.  For  the  labor  that  you  class  as  skilled  $2  to  $2.50  is  about  the  least,  is  it?^A. 
Yes;  that  is,  really  in  the  tin  house  they  have  no  right  to  be  regarded  as  skilled 
laborers.  In  the  £lwood  tin  house,  for  instance,  19  out  of  20  of  them  are  boys  taken 
off  the  farms  or  off  the  streets,  and  all  th&3r  do  toward  operating  the  machines  is  just 
simply  to  take  hold  of  a  pair  of  tongs  and  put  a  piece  of  sheet  in  between  the  rolls, 
and  the  other  man  gets  it  on  the  other  side  with  a  pair  of  tongs  and  puts  it  on  a 
cleaner.  As  I  say,  they  were  taken  off  the  farms  and  the  streets  of  country  towns 
surrounding  to  do  this  business. 

Q.  (By  Mr.  Jenks.)  About  how  long  does  it  take  them  to  become  skilled? — A. 
Two  or  three  months. 

Q.  What  did  yon  say  was  the  wages  that  you  paid  to  the  unskilled  laborers?— A« 
The  outside  men  knocking  around  the  works? 

Q.  Yee.— A.  $1.40. 
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the  past  year  than  it  bad  to  do  with  the  establishment  of  like  oombinatioiiB  in  the 
oil  trade  of  this  cuuntry  f — A.  It  certainly  had  not. 

Q.  (By  Senator  Mallory.)  I  understand  that  before  the  formation  of  this  combi- 
nation of  which  yoa  are  president  there  was  yer^  little  profit  in  the  tin-plate  bnainesB 
in  this  country  Y — A.  Before  oar  present  organization  was  formed? 

Q.  Yes;  very  little  protit;  that  some  were  making  no  profit,  and  those  that  were 
making  a  profit  were  just  barely  making  a  profit  T — A.  Some  few  were  losing  money.' 

EXPORTING  TIN  PLATE  IS  FAR  IN  THIS  FUTUBB. 

Q.  What  was  the  date  of  your  completion  of  this  American  Tin  Plate  Company  f— 
A.  I  think  the  6th  of  January.  The  organization  was  completed  in  December,  hot 
I  think  the  last  bunch  of  companies  was  taken  in  on  January  6. 

Q.  Now,  from  your  observation,  what  is  your  opinion  as  to  the  ability  of  a  combi- 
nation such  as  the  American  Tin  Plate  Company  to  manufacture  tin  plate  on  an  even 
basis,  or  a  nearly  even  basis,  with  foreign  manufacturers  f — A.  Well,  of  course,  it  is 
the  desire  of  all  big  companies  to  reduce  gradnallj^  the  price  at  which  they  ean  sell 
their  product  rather  than  put  it  up.  Of  course,  high  steel  and  hieh  pig  tin  and  high 
labor  and  high  supplies  orall  kinds,  not  only  in  the  tin-plate  ana  steel  business,  are 
going  to  keep  thines  up  for  a  time;  then  these  big  prices  will  oome  down. 

Q.  Well,  the  higher  prices  affect  the  foreign  manufacturer  as  well  as  yon.  There 
is  ver^  little  difference  in  the  price  of  steel  billets  and  pig  tin  to  the  En^sh  and  the 
American  manufacturer;  so  I  take  it  these  things  are  pretty  nearly  on  a  level,  as ftr 
as  the  raw  material  is  concerned f — A.  Yes. 

Q.  Now,  what  I  want  to  get  at  is  this :  Do  you  think  the  time  will  come  when  yoa 
can  compete  with  England  and  any  other  tin-plate  manufacturing  country  in  the 
foreign  markets — ship  your  surplus  out  of  the  United  States f — A.  It  is  a  good  way 
in  the  future,  a  long  way  in  the  future,  so  far  as  that  goes.  There  would  have  to  Iw 
a  ^eat  many  economies  and  things  brought  about.  We  are  handicapped^  to  start 
with,  on  one  thing,  and  that  is  the  labor  qaestion,  and  that  is  one  of  the  big  things 
in  the  case  of  tin  plate. 

Q.  Well,  to-day,  so  far  as  this  market  is  concerned,  you  are  underselling  the  Eng- 
lish f — A.  As  the  market  stands. 

Q.  I  wanted  to  see  if  there  was  a  probability  that  yoa  would  be  able  to  manufac- 
ture at  a  rat«  sufiiciently  low  to  make  us  anticipate  that  in  that  line  of  mannfactoreB, 
at  least,  you  would  be  able  to  compete  in  foreign  ooimtries  in  a  not  remote  futore. — 
A.  It  is  in  the  long  future,  I  should  say. 

Q.  Then  we  shall  not  go  into  the  tin-plate  business  in  competition  with  the  rest  of 
the  world  for  some  years  Y — A.  Not  for  some  years. 

WK  CONSUME  TWO-THIRDS  OF  THE  TIN  PLATE  OF  THE  WORLD. 

Q.  (By  Mr.  Clarke.)  Do  you  know  what  proportion  of  the  world's  product  of  tin 
plate  is  consumed  in  this  country! — A.  Well,  they  have  something  over  400  mills,  I 
think,  on  the  other  side,  against  300  on  this.  I  understand  they  are  operating  aboat 
the  same  number  of  mills  that  we  are.  Our  production  would  be  90  per  cent  mors 
than  theirs  with  the  same  number  of  mills,  taking  them  as  they  run,  understand; 
and  we  shall  consume  in  this  conntry  this  year  over  9,000,000  boxes  of  tin  plate,  so 
you  can  figure  about  what  it  is. 

Q.  Should  you  say  we  consume  60  per  cent  at  least? — ^A.  That  wonld  be  my  opin- 
ion, roughly ;  so  I  will  say  that  we  consume  in  this  country  practically  two-thirds 
of  what  is  consumed  in  the  world. 

Q.  The  home  market  is  constantly  increasing  in  extent  f — ^A.  Constantly  increas- 
ing; and  we  also  consume,  as  you  know,  some  foreign  plates  that  go  out  of  tl|e 
country  again  and  bring  rebates — in  which  meats,  vej^etables,  etc.,  are  shipped — so 
that  the  consumption  over  here  would  be  fully  two-thirds. 

NEW  YORK  PRICE  AND  PRICE  AT  MILL. 

Q.  (By  Mr.  Jenks.)  You  have  said  that  yon  wonld  famish  ns  some  prices  of  tin 
plate  for  some  years  back.  Would  the  prices  you  would  furnish  presumably  be  New 
York  prices,  or  on  a  basis  of  prices  elsewhere f— A.  They  wonld  be  New  York  prices. 

Q.  And  what  difference  should  one  make  in  order  to  compare  the  New  York  prices 
with  the  prices  you  (juotef— A,  Eleven  cents.  The  New  York  prices  would  oe  U 
cents  over  the  mill  prices. 

THE  COMPANY  AND  OUTSIDERS— OUTPUT  AND  CAPACITY. 

Q.  About  what  part  of  the  output  of  tin  plate  of  this  conntry  does  the  American 
Tin  Plate  Company  control? — A.  About  90  per  cent. 


>  See  Mr.  Griffiths,  pp.  896-898, 900;  Mr.  Taylor,  p.  941. 
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Q.  How  many  plants  are  there  ontsidef — A.  1»  2,  3,  i,  5 — I  think  6. 

Q.  Do  you  know  how  many  mills  there  are  in  these  plants  f — A.  12, 18,  24,27. 

Q.  About  27  or  28  mills  f— A.  Yes. 

Q.  How  many  have  youf — ^A.  We  have  300. 

UIQTED  STATES  TIN  PLATE  COBfPANT. 

Q.  What  is  the  United  States  Tin  Plate  Company  f  Do  yon  know  of  snch  a  cor- 
poration f— A.  The  United  States  Tin  Plate  Company,  the  old  United  States  Tin 
Plate  Company,  was  a  oonoem  at  Demmler,  Pa.,  which  now  belongs  to  the  Ameri- 
can Tin  Plate  Company.  The  present  United  States  Tin  Plate  Company  was  organ- 
ized at  Trenton,  N.  J.  The  charter  was  taken  out  by  myself,  Mr.  Dill,  and  Mr.  Leeds. 
I  believe  we  were  the  ones  that  signed  the  original  papers,  in  order  to  protect  the 
name. 

Q.  So  it  is  not  an  active  organization? — A.  It  is  not  an  active  organization. 

Q.  Is  there  any  other  similar  organization? — A.  The  United  States  Tin  Plate  and 
Stamping  Company. 

Q.  That  is  the  same  kind  of  a  corporation? — ^A.  Tea. 

Q.  The  corporation  is  organized  simply  to  protect  the  name  against  any  rivals 
that  mi^ht  come  in  ? — A.  Yes. 

Q.  Will  yon  see  that  the  commission  is  furnished  with  a  copy  of  your  charter  and 
by-laws  complete? — A.  The  charter  and  by-laws  Mr.  Dill  will  furnish  you  a  copy  of.^ 

ATTEMPT  AT  TIN-PLATE  MANXJFACTUBE  IN  1874. 

Q.  (By  Mr.  Clarke.)  Was  there  any  tin-plate  industry  in  this  country  prior  to 
1890;  had  there  been  at  any  time? — A.  There  was  not.  There  was  an  attempt  made 
to  make  tin  plate,  1  think,  at  Demmler,  Pa.,  in  1874,  but  before  1890,  as  to  any  quan- 
tity, no,  and  a  few  years  before  that,  none.  ^ 

Q.  (By  Mr.  Farquhar.)  How  mncn  money  was  involved  in  the  Demmler  plant? — 
A.  I  snould  hardly  be  prepared  to  say,  but  I  think  not  over  $100,000. 

Q.  Do  you  know  whether  or  not  it  paid  a  profit  at  any  time? — A.  I  hardly  think 
so.  Mr.  Cronineyer  ran  the  plant,  ne  was  a  tin-plate  man  in  the  early  days,  and 
agitated  the  thing  as  a  tariff  man.  He  was  the  man  who  attempted  to  make  tin 
plate  at  Demmler. 

Q.  Do  you  know  whether  or  not  the  English  manufacturers  issued  a  circular  to 
the  trade  in  this  country  at  that  time,  saying  that  whatever  price  the  American 
manufacturers  made  they  would  make  a  lower  one? — A.  I  do  not  know.  If  there 
was  anv  snch  circular  issued  I  never  heard  of  it. 

Q.  Those  mills  were  obliged  to  shut  down  because  they  could  not  make  a  profit? — 
A.  Well,  it  was  only  a  small  attempt,  a  little  1-horse  plant,  you  might  say.  They 
shut  down  and  went  out  of  business. 

Q.  It  was  not  an  object  for  capital  to  embark  in  the  business,  then,  until  after 
1890? — ^A.  That  is  correct. 

CAPITAL  OF  OUTSIDE  CONCERNS, 

Q.  Do  you  know  the  amount  of  capital  that  ia  embarked  in  the  business  in  this 
country  at  the  present  time? — A.  I  do  not  know  what  the  working  capital  of  some 
of  those  outside  plants  might  be,  but  I  suppose  they  are  carried  by  some  steel  com- 
pany or  somebody — I  shoum  imagine  so— and  that  being  the  case,  I  should  think 
there  is  $2,500,000  outside  of  the  American  Tin  Plate  Company;  maybe  not  over 
$2,000,000. 

PREFERRED  STOCK  AND  COMMON  STOCK— GOOD  WILL. 

Q.  In  forming  the  American  Tin  Plate  Comjjany,  upon  what  basis  did  yon  issue 
the  preferred  stock  and  common  stock?  That  is  to  say,  what  did  yon  consider  that 
the  common  stock  paid  for,  and  what  did  you  consider  that  the  preferred  stock  paid 
for? — A.  The  preferred  stock  and  common  stock  did  not  pay  for  anything.  The  pre- 
ferred and  common  stock  was  purchased  from  Judge  Moore,  who  had  bought  these 
plants.for  cash. 

Q.  (By  Mr.  Clarke.)  Then  the  preferred  stock  paid  for  the  plants,  did  it  not, 
practically? — A.  He  paid  cash  for  tne  plants. 

Q.  He  paid  cash  for  the  plants  and  you  paid  him? — A.  He  sold  the  stock. 

Q.  Did  you  not  consider  that  the  preferred  stock  practically  paid  for  the  plants, 
for  the  tangible  property? — A.  As  1  have  already  said,  Judge  lioore  paid  tor  the 
plants  in  cash.  It  was  a  cash  transaction.  However,  if  an  owner  of  tin-plate  prop- 
erty would  come  to  him  and  say,  "  I  do  not  care  for  mine  in  cash ;  I  will  take  so  many 


>  See  appendix.  *  See  Mr.  GrifflthB,  pp.  887, 889. 
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■hftret  in  stock,''  he  wonld  get  firmn  him  m  share  of  oommon  and  a  share  of  pretend 
stock  for  each  $100  that  he  did  not  take  oat  in  cash. 

Q.  No  matter  how  many  transactions  were  involved  in  it,  and  by  what  circiunlo- 
cation  it  was  brought  about,  as  a  matter  of  fact,  did  tou  not  consider  generally  that 
the  nreferred  stock  paid  for  the  tangible  property  that  was  acquired  T — A^  Well,  if 
a  mul  had  $100,000  cash  coming  to  it  from  Judge  Moore  and  he  gave  them  $100,000 
in  preferred  and  $100,000  in  common  stock,  that  man  wonld  know  that  he  waa  getting 
preferred  stock  for  his  $100,000,  and  whatever  he  got  beyond  might  be  said  to  be  so 
much  bonus. 

Q.  Was  it  not  considered  that  the  oommon  stock  was  represented  by  the  j^ood  will, 
the  opportunity  to  do  business  and  make  money  f — A.  1  suppose  it  was. 

Q.  How  do  you  estimate  the  relative  value  of  the  tannbie  property  and  the  oppor- 
tunity to  make  money  f  Whieh  is  the  neater  f — A.  Well,  it  would  depend  somewhat 
on  tiie  property,  the  conditions,  etc.  It  would  be  a  pretty  hard  matter  to  give  an 
answer  on  that,  on  1,  2,  3,  4,  5,  6,  different  factories,  I  think.  Some  would  be  worth 
a  good  deal  more  than  ottiers. 

Q.  Look  at  it  in  this  light  for  a  moment:  If  a  mill  should  be  destroyed  by  fire,  or 
a  cyclone,  it  could  be  rebuilt  for  half  a  million  or  a  million  dollars,  perhaps.  If  the 
business  should  be  destroved  by  some  untoward  event,  what  would  the  mill  be 
worth  f — A.  The  mill  would  not  be  worth  anything,  unless  you  could  find  a  bnyer 
coming  along  to  take  it  off  your  hands  after  the  business  was  gone. 

Q.  very  well ;  then,  you  consider  that  the  good  will,  the  business,  the  trade  built 
up,  and  the  onportnnity  to  continue  it,  are  worth  more  than  the  mill  and  all  the 
machinery  in  itf — ^A.  Not  in  all  cases;  no,  sir. 

PRICKS  OF  PLANTS  COVSRKD  GOOD  WILL  AND  ALL. 

Q.  (By  Bfr.  Jxnks.)  If  I  understand  you  correctly,  you  said  that  these  plants  wers 
bought  oy  Judge  Moore  on  a  cash  basis? — ^A.  Yes. 

0.  If  a  man  had  got  an  option  on  a  plant  for  $100,000  in  cash,  he  could  take  that 
oash  and  quit  business f — A.  Yes. 

Q.  If  he  preferred  to  take  instead  of  cash  $100,000  worth  of  preferred  stock  and  a 
$1(X),000  in  common  stock,  he  could  do  thatf — A.  Yes;  Judge  Moore  wonld  let  him 
have  it. 

Q.  The  price,  then,  that  Judge  Moore  and  these  tin-plate  mannfacturera  agreed 
upon  was  on  a  cash  basis,  and  that  wobid  include,  would  it  not,  the  value  of  the 
plant  and  the  value  of  the  business  in  general  f — A.  Good  will  and  all. 

Q.  The  good  will  and  allY— A.  Yes. 

Q.  So  that,  as  a  matter  of  fact,  the  price  that  was  agreed  upon,  the  cash  pries 
agreed  upon,  would  mean  both  the  value  of  the  plant  itMlf  and  the  good  will  f— A. 
Certainly;  yes. 

STOCK  RBPRRSKNTS  3,  4,    5  TIMX8  THS  CASH  VALUE  OF   THS    PLANTS  THIEMSKLVXS. 

Q.  At  the  time  when  the  American  Tin  Plate  Company  was  organized,  was  it  the 

S resumption  tbat  if  the  Tin  Plate  Company  were  organised  the  business  would  be  a 
tirly  profitable  onef  Were  times  good  enough  so  that  it  seemed  as  if  the  bnsinees 
would  be  a  profitable  one  if  they  could  get  this  organization  through  f — A.  It  seemed 
so ;  yes.  It  seemed  that  there  would  be  a  great  deal  more  money  in  the  business  than 
there  had  been  in  the  past;  there  would  be  no  cutting  of  prices,  cutting  down  to  a 
losiDgbasis.  ' 

Q.  When  the  different  manufacturers  were  negotiating  with  Judge  Moore  for  the 
sale  of  their  plants,  was  that  taken  into  consideration  by  tbemf — ^A.  Yes;  tiiey  were 
lookinjf  to  him  to  put  it  together,  and  were  very  anxious  to  have  him,  and  tliat  was 
taken  mto  consideration. 

Q.  It  was  also  true  that  the  prices  they  would  agree  upon  would  be,  presumabl  j, 
in  most  instances,  higher  than  they  would  have  been  if  they  had  been  facing  to  sell 
their  plants  to  another  private  individual  without  a  tiiooght  of  this  combina- 
tion f — A.  If  they  were  just  selling  individually,  yes. 

Q.  Without  thought  of  a  combination,  they  would  have  been  willing  to  sell  lower 
than  they  did  sell  to  Judge  Moore f — A.  I  think  so;  ves. 

Q.  It  was  worth  more  in  the  combination  and  so  they  got  more  for  itf— A.  Yes. 

Q.  If  we  were  then  to  speak  about  the  proportion  of  tne  stock  that  is  represented 
by  the  real  value  of  the  plants  themselves,  under  ordinary  conditions  of  business, 
without  combination,  the  presumption  would  be  that  the  shares  of  preferred  and 
common  stock,  taken  together,  wonld  represent  3,  4,  or  5  times  what  toe  oash  value 
of  the  plant  itself  alone  would  be  under  ordinary  conditions. — ^A.  Well,  whatever 
the  case  might  be,  1, 2, 3, 4,  5.  Presumably  there  were  cases  where  preferred  and 
common  stock  would  represent,  we  will  say,  4  times  the  cash  value  of  the  plant 
itself,  under  ordinary  conditions.' 

Q.  Counting  both  at  par,  you  meanf — ^A.  Yes;  counting  both  at  par. 

>  See  Mr.  Griffltbis  p.  911. 
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$5,000,000  WORKING  CAPITAL. 

Q.  (By  Mr.  CuutKB.)  Was  any  of  the  working  capital  derived  from  the  sale  of 
common  stock? — ^A.  No. 

Q.  None  whatever  f — A.  Why,  the  working  capital  was  derived  from  Judge  Moore 
for  aU  of  this  stock. 

Q.  (By  Mr.  Jbnks.)  Now  then,  Jndge  Moore,  as  I  understand,  when  he  presented 
this  plan  to  the  different  tin-plate  manofaotnrers  for  the  organization  of  this  com- 
pany, was  to  furnish  these  plants  and  so  much  working  capital  t — ^A.  Exactly. 

Q.  How  much  working  capital  f — ^A.  Ahout  $5,000,000. 

Q.  He  was  to  turn  over  the  plants  and  $5,000,000  capital  f — ^A.  That  is  it  exactly. 

Q.  (By  Mr.  C.  J.  Harris.)  Have  yon  got  $5,000,000 f— A.  We  had  about  $5,000,000 
when  we  started. 

INCRKASED  COSTS  CAUSXD  THB  RISK  OF  PRICKS. 

Q.  (By  Mr.  Farquhar.)  In  the  course  of  some  questions  that  were  asked  of  you  in 

spect  to  the  low  prices  of  tin,  around  $2.60.  $2.75,  $3.20,  $3.87i,  $4.25,  and  up  to 
$4.o5,  you  gave  a  general  answer  that  these  aavances  were  caused  by  the  demand  f— 
A.  By  the  advance  in  the  price  of  raw  material. 

Q.  But  the  demand  was  the  cause  of  bringing  the  prices  upf 

Ae  Witness.  The  demand  for  whatf 

Mr.  Farquhar.  For  the  plate  itself,  for  the  finished  product. 

The  Witness.  Well,  I  would  hardly  put  it  that  way.  The  prices  were  put  up 
because  the  steel,  the  labor,  and  the  pig  tin  that  went  into  it,  all  cost  more  money. 

Q.  Yes;  I  am  looking  at  the  reason.  Then  the  second  part  of  the  question  wae 
this :  Did  the  cost  of  steel  biUets  advance  comparatively  as  largely  am  your  price 
for  tin  plate  f — A.  It  did. 

Q.  Did  the  price  of  the  pig  tin  advance  relatively  with  your  prices  f — A.  Pig  tin 
more  than  doubled  in  price. 

Q.  Did  your  ad vance In  wages  relatively  follow  this  rise  f —A.  Wages  were  advanced 
in  some  cases  15  and  in  some  cases  20  per  cent. 

Q.  So  that  you  would  answer  that  your  advance  from  $2.60  to  $4.65  is  a  normal 
advance  f— A.  Correct. 

WHAT  XMDUCBD  THE  COMBINATEON. 

Q.  Now,  that  is  settled.  The  question  was  asked  vou  what  were  the  reasoDB  why 
you  went  into  this  combination,  and  I  desire  to  ask  you  a  qnestion  or  two  there. 
Did  you  keep  in  view  the  fact  that  this  was  a  thoroughly  protected  industry,  an 
industry  built  by  the  taxpayers  of  the  United  States  f — ^A.  Had  we  that  in  viewf 

Q.  With  that  m  view,  they  claim  that  a  trust  or  a  combination  in  any  business  in 
Europe  or  here  results  from  three  great  factors — lower  prices,  overproduction,  and 
diminished  profits.  Did  all  or  any  of  these  three  influence  you  to  mAke  the  combi- 
nation f — A.  Diminished  profits  certainly  did. 

Q.  Well,  did  overproduction f — A.  Yes — no;  overproduction  did  not. 

Q.  Would  vou  answer  plainly  whether  your  intention  wae  to  eliminate  or  control 
competition  f— A.  Neither. 

Q.  Neither  f— A.  Neither.  It  was  for  the  purpose  of  getting  together  to  do  away 
with  foolishness  in  making  prices,  and  competition,  I  suppose,  would  enter  into 
that,  although  there  is  competition  now  in  the  field  against  us. 

Q.  Did  you  not  answer  that  it  was  the  fierce  competition  that  drove  you  to  make 
a  combination f — ^A.  Didn't  If 

Q.  Yes. — A.  A  short  time  ago  I  said  that  competition,  perhaps,  was  one  of  the 
&ctor8  that  entered  into  it. 

Q.  Yes,  and  that  you  made  this  combination  in  order  that  you  might  make  prices 
stable  and  secure  more  for  yourselves  than  you  could  with  open  competition  f — A. 
Certainly;  yes. 

THB  OUTSIDE  MILLS  CAN  NOT  UAKB  TIN  PLATB  FOR  WHAT  THE  COMPANY  SELLS  IT 

VOfL. 

Q.  Do  yon  think  the  general  public  have  shared  in  any  of  the  economies  that  you 
have  inaugurated  in  your  production  of  tin  as  prices  stand  to  the  consumer  to-day  f — 
A.  Well,  tne  public  are  paying  more  for  tin  plate  than  they  did  before  the  organiza- 
tion of  the  company,  but  the  reason  they  are  doing  that  is  the  cost  of  the  supplies 
that  enter  in. 

Q.  You  would  say,  then,  that  this  advance  in  the  price  of  tin  plate  to  the  consumer 
is  not  arbitrary  on  the  part  of  your  company  f —A.  Not  at  all. 

Q«  But  follows  naturally  in  the  course  of  business  f— A.  Correct. 
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Q.  Controlled  naturaUv  by  the  oost  of  the  rsw  materUi  and  by  the  demand  f — ^A. 
Not  BO  mach  demand  aa  the  ooet  of  raw  material  and  the  price  of  labor. 

Q.  Yon  woold  answer  that  it  waa  not  the  opportunity  to  snppreaa  competition  that 
caused  yonr  organization  f — ^A.  I  did  not  say  that. 

Q.  Yon  do  not  say  that  t — A.  Well,  we  never  for  a  moment  thonght  that  we  ahoold 
not  have  competition.  In  fact,  there  were  mills  out,  and  are  now,  as  competitora; 
but  it  waa  to  get  a  number  of  mills  together  that  would  regulate  that  very  much, 
and  not  only  in  buying  and  selling  tin,  but  in  handling  sopplies,  and  handling  the 
business  in  a  very  much  more  satisfactory  way. 

Q.  Do  you  not  practically  now.  in  your  great  organization,  name  the  prices  of  tin 
plate  to  the  consumer  f — A.  Weao;  yes. 

Q.  You  do  not  find  in  the  market  now,  with  even  the  free  competition  that  exists 
against  you,  that  there  is  any  material  cutting  of  pricesf — A.  Not  at  all. 

Q.  If  your  organization  was  not  as  strong  as  it  is,  of  course  prices  might  be  cntf — 
A.  No:  not  so. 

Q.  Why  not f — A.  For  this  reason:  I  think  that  with  the  competition  we  have 
to-day  we  can  make  our  own  prices,  of  course.  I  hardly  believe  that  the  ontside 
mills  to-day,  with  the  facilities  they  have  for  handling,  can  make  tin  plate  for  what 
we  are  selling  it  for.  Now,  there  may  be  some  miUs  operating  and  miiking  tin  plate 
and  consuming  it,  and  there  may  be  some  mills  making  tin  plates  for  their  own  use, 
in  the  manufacture  of  wares,  like  the  Harrisburg  mill,  for  instance,  and  all  that  sort 
of  thing ;  but  I  do  not  believe,  with  the  present  prices  of  raw  material,  they  can  mi^e 
tin  plate  and  sell  it  to  the  public  as  cheap  as  we  can. 

OUTSIDB  NONUNION  MUJLS  ARK  NOT  CUTTING  PRICKS. 

Q.  As  labor  enters  largely  into  the  cost  of  tin  plate,  do  you  know  that  these 
opposition  mills,  as  we  may  call  them,  now  pay  nnion  wages f  Are  they  on  the  same 
basis  as  yon  as  tar  as  the  payment  of  the  scale  is  concerned  f — A.  I  think  that  part 
of  them  are.    I  think  part  of  them  are  nonunion  mills  running  on  nonunion  scalee. 

Q.  What  proportion  do  you  think  are  nonunion  f — A.  I  should  say  half  of  them. 

Q.  Do  these  nonunion  mills  that  pay  nonunion  wages  endeavor  to  cut  below 
your  rates f — A.  In  selling  tin  plate f 

Q.  In  selling  tin  plate. — A.  No,  I  do  not  think  they  do.  In  some  cases  they  sell  at 
a  slight  percentage  above  our  prices. 

Q.  Quality  for  quality  f— A.  Yes. 

Testimony  closed  12.25  p.  m. 

The  commission  was  called  to  order  at  2.90  p.  m.  by  Mr.  Clarke,  who  presided. 
Mr.  Daniel  Q.  Rbid  recalled. 

COST  OF  A  PLANT  AND  NKCB8SART  WORKING  CAPITAL. 

(By  Mr.  Jknks.)  It  has  been  suggested  by  some  of  the  commissioners  that  they 
would  like  to  know  what  would  be  the  cost,  as  near  as  you  can  estimate  it,  of  put- 
ting up  a  plant  to-day,  we  will  say  a  10- mill  plant,  in  a  pretty  good  place,  say 
Pittsburg f  What  would  be  your  estimate  of  the  cost  of  a  10-milT  plant! — A.  It 
would  be  a  very  hard  question  to  answer,  for  this  reason — I  might  answer  it  in  this 
way:  The  cost  of  a  10  mill  plant  was  $400,000  a  year  or  two  years  ago.  I  should 
estimate  now  that  it  would  cost  60  to  75  per  cent  more. 

Q.  You  would  say,  then,  that  the  cost  of  a  10-mill  plant  at  the  present  time  would 
be  about  how  much,  in  round  numbers  f — A.  Well,  based  on  that  estimate,  I  should 
say  $500,000  or  $600,000. 

Q.  Do  you  include  real  estate  in  that? — A.  No;  I  should  not  include  real  estate. 

Q.  That  excludes  real  estate? — A.  Excludes  real  estate. 

Q.  Suppose  you  should  put  up  one  of  double  that  capacity  to-dav,  a20-mill  plant, 
would  you  estimate  the  cost  of  that  at  twice  as  muchf — A.  I  think  it  would  oost  a 
little  more  than  twice  as  much,  on  account  of  heavier  engines. 

Q.  Rather  more  than  twice  us  muchf — A.  Yes. 

Q.  (By  Mr.  Kennedy.)  Is  it  more  as  compared  with  the  former  cost,  the  increased 
cost  of  materials  f  You  said  that  of  the  mill  that  cost  $400,000,  the  cost  is  increased 
by  65  per  cent,  and  you  estimate  the  cost  of  a  mill,  a  new  mill,  at  between  $500,000 
and  $600,000. 

Q.  (By  Mr.  Jenks.)  Did  you  intend  to  give  your  estimate  on  the  cost  of  building 
the  mill  2  years  ago  at  $400,000? — A.  It  is  a  very  hard  question  to  answer.  I  said 
$400,000  would  be  the  cost  2  years  ago,  and  I  said  that  now  it  would  be  $500,000  or 
$600,000.    Of  course,  that  is  assuming  a  great  many  things;  it  is  guesswork. 

Q.  Can  you  give  any  estimate  of  toe  amount  of  running  capital  that  is  required 
to  carry  on  efficiently  the  work  of  a  tin-plate  mill  f    Suppose  we  take,  for  examplei 
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one  that  would  cost  Lalf  a  million  dollars.  What  would  yon  consider  a  fair  amount 
of  capital  to  handle  that  business  wellf — A.  It  would  take  $25,000  per  mill  to  handle 
it  rignt. 

Q.  $25,000  per  millf — A.  Tes;  at  the  very  lowest  figures.  It  might  be  possible  it 
would  take  more  than  $25,000  per  mill  now  on  account  of  the  excessive  cost  of 
supplies. 

Q.  I  understood  you  to  say  that  was  the  very  lowest  costf — A.  Yes. 

Testimony  closed. 


Washington,  D.  C,  November  X6, 1S99. 
TE8TIM0NT  OF  MB.  WILLIAM  GRIFFITHS, 

Manufacturer  of  tin  plate. 

The  commission  met  at  10.50  a.  m.,  Noyember  16^  1899,  Senator  Kyle  presiding. 
Mr.  William  Griffiths,  manufacturer  of  tin  plate,  being  duly  sworn,  testified  as  fol- 
lows: 

Q.  (By  Senator  Kyle.)  You  may  state  your  full  name  and  address. — A.  William 
Griffiths,  tin-plate  manufacturer,  Washington^  Pa. 

SALE  OF  PLANT  TO   THE  AMERICAN  TIN  PLATE   COMPANY— TERMS  AND   CONDITIONS 

Q.  (By  Mr.  Jsnks.)  How  long  have  you  been  engaged  in  tin-plate  manufacturing f 
A.  In  the  manufacture  of  tin  plate  proper  I  have  been  engaged  upward  of  11  years. 

Q.  Have  you  had  any  connection  in  business  with  the  American  Tin  Plate  Company  f 
A.  Only  as  far  as  the  surrender  of  the  plant  that  I  was  interested  in  is  concerned. 

Q.  Yon  mean  that  you  sold  out  a  plant  to  the  American  Tin  Plate  Company  f— A. 
That  IS  my  meaning. 

Q.  Is  there  any  special  reason  for  usin^  the  word  "surrender?"  Did  you  consider 
you  were  compelled  to  sellf^A.  Not  as  lar  as  the  American  Tin  Plate  Company  is 
concerned;  only  as  concerns  my  connection  with  my  partners.  There  was  a  dispo- 
sition on  their  part  to  be  absorbed  and  an  indisposition  on  my  part.  Not  having  a 
majority  of  the  stock  I  simply  surrendered. 

Q.  In  the  purchase  of  the  plant  in  which  you  were  interested  did  the  tin-plate 
company  make  any  conditions  with  reference  to  further  engagement  in  the  tin-plate 
industry  by  either  yourself  or  partners? — A.  In  their  first  approach  tbey  did. 

Q.  They  asked  that  you  should  not  engage  further  in  the  business? — A.  Tbey 
named  in  the  option  that  was  first  given  us  for  our  consideration  a  period  of  15  years 
in  which  we  should  not  engage  in  the  business,  either  in  making  tin  plate  or  any  of 
the  by-products  that  constitute  the  character  of  tin  plate. 

Q.  in  the  contract  that  you  finally  made  with  them  for  the  sale  was  there  any 
such  provision? — A.  Not  to  my  knowledge;  no,  sir.  It  simply  referred  to  the  trans- 
fer of  our  plaut  without  any  of  the  conditions  that  you  speak  of.  The  business  was 
oonsummated  with  such  rush  and  haste  that  they  did  not  even  afford  us  time  or 
opportunity  to  examine  the  papers  we  were  called  upon  to  sign,  simply  stating  that 
they  related  exclusively  to  the  transfer  of  our  property. 

Q.  With  whom  did  you  conduct  these  negotiations  for  the  sale  of  your  property? — 
A.  Almost  exclusively  with  Judge  Moore,  of  Chicago,  and  his  copartner  in  the  forma- 
tion of  the  scheme  or  project,  Mr.  Wheeler,  of  Chicago. 

Q.  Were  the  contracts  made  for  cash  prices? — A.  They  were  made  for  cash,  with 
the  option  of  taking  stock  in  the  new  company. 

Q.  If  you  exercised  the  option  of  taking  stock,  on  what  terms  was  stock  to  be 
taken  as  compared  with  the  cash  prices? — A.  They  ^ave  an  amount  of  stock  known 
us  preferred  stock  representing  the  cash  consideration  that  was  offered  you,  and  as 
a  bonus  they  gave  you  the  same  amount  of  what  is  known  as  common  stock. 

BUILDING  A  NEW  PLANT. 

Q.  Have  you  since  the  selling  out  of  your  former  plant  to  the  American  Tin  Plate 
Company  started  a  new  plant? — A.  I  have,  sir. 

Q.  You  are  engaged  in  active  business  now  in  opposition  to  them? — A.  I  am 
ODgaged  in  the  active  work  of  building. 

Q.  You  have  not  begun  manufacturing? — A.  Not  as  yet  commenced  the  manufac- 
ture of  tin  plate. 
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RELATIONS  BETWEJtK  MACmKUT  1CAKXB8  AXD  THX  AJOEBICAH  TOS  PULTB  OOMPAIIT. 

Q.  Hftve  yon  in  oonneotloii  with  the  building  of  this  plant  fi»ond  any  diffieolty  in 

•  secnrinff  on  this  side  of  the  water  the  necessary  machinery  for  equipping  your  plant  f— 

A.  Oh,  I  may  onea  aiTocally  sa^  no,  as  far  as  representatiTe  machinery  is  oonoemed. 

Q.  Yoa  Judge,  tnen,  that  so  lar  as  the  building  of  new  plants  in  opposition  to  the 
American  Tin  Plate  Company  is  concerned  they  have  not  secured  a  monopoly  of 
the  eoaipments  for  tin-plate  mills f — A.  Not  an  absolute  monopoly;  no,  sir. 

Q.  They  have  securea  enoneh  of  it  so  that  it,  in  your  Judgment,  is  a  serious  hin- 
drance to  competition f — A.  xes. 

Q.  Is  there  any  patented  maohinerv  used  in  connection  with  tin-plate  mannfac- 
tnre  which  they  control  f — ^A.  None  that  I  know  of  of  any  value,  witn  the  exception 
of  what  is  known  as  the  pickling  machine. 

Q.  Is  there  a  patent  on  thatf — A.  There  is  on  the  pickling  machine.  At  the  same 
time  there  are  other  machines  in  the  market  that  are  not  protected  by  patent  which 
are  fully  equal  to  the  machine  I  speak  of. 

Q.  80  that  in  the  control  of  that  patent  they  really  are  not  seriously  hampering 
anv  competitor  in  manufacturing  f — A.  No,  sir. 

Q.  You  said  that  yoa  think  they  do  control  so  many  of  the  maouDftcturerB  of  tin- 
plate  machinery  that  it  is  a  serious  obstacle  f — A.  Yes. 

Q.  Will  vou  explain  a  little  more  fully  f — A.  Yes.  In  the  first  place,  the  represent- 
ative founders  and  machiniste  whose  business  it  is  to  build  machines  and  CHquipment 
for  tin-plate  mills  have  been  formed,  at  the  instigation  of  the  American  Tin  Plate 
Company,  into  a  compact.  That  compact  prevents  any  outsider  or  any  indei»endent 
concern  from  securing  machinery  firom  those  parties.  There  are  13  parties  in  that 
compact.^  There  are  2  outside  of  that  compact,  or  were  2  a  short  time  ago;  1  in 
Philadelphia,  the  Philadelphia  Roll  and  Macnine  Company,  and  a  firm  that  straggled 
for  a  manufacturing  existence  for  some  years  and  was  very  little  patronized,  known 
as  the  West  Penn  l  oundry  and  Machine  Company,  at  Avonmore.  I  have  good  reason 
for  believing  that  the  Avonmore  Foundry  and  Machine  Company  is  dominated  by 
the  American  Tin  Plat«  Companv.  Within  the  last  2  or  3  weeks  there  has  been  put 
into  operation  a  concern  outside  of  the  compact  to  manufacture  exclusively  the 
equipment  that  you  speak  of.  In  securing  the  mill  machinery,  the  rolls  that  yon 
speak  of,  I  secured  services  from  the  Avonmore  Foundry  and  Machine  Company, 
lliat  was  a  weak  and  struggling  concern,  and  I  presume^  in  the  begrlnning,  the 
American  Tin  Plate  Company  thonght  that  it  would  be  of  little  value  to  take  them 
into  the  compact ;  consequently  they  built  me  the  mills.  They  signed  with  me  an 
agreement  that  thev  would  furnish  me  with  all  materials  or  rolls  for  a  period  of  6 
years.  I  sent  to  them — a  month  ago— a  specification  for  2  additional  mills.  Tliey 
did  not  make  any  satisfactory  response  to  my  solioitation.  Two  weeks  after  I  sent 
the  specification  for  these  mills  a  gentleman  by  the  name  of  Mr.  Banfield,  one  of  the 
American  Tin  Plate  officials,  called  to  see  me  in  the  city  of  Pittsburg.  Failing  to 
see  me,  he  conferred  with  a  friend  of  mine,  and  told  him  that  I  had  sent  a  aolicita- 
tion  to  the  mills  I  have  spoken  of,  and  that  very  recently  he  had  pot  in  considerable 
money,  and  they  had  increased  the  capital  stock,  and,  being  an  iumerican  Tin  Plate 
official,  he  thought  that  it  wonld  be  eminently  improper  to  build  the  mills  for  an 
independent  concern ;  consequently  he  would  refhse  toe  order. 

Q.  Although  you  have  a  written  contract  f — A.  Although  I  have  a  written  con- 
tract. 

Q.  What  position  does  Mr.  Banfield  hold  in  the  American  Tin  Plate  Company  f — 
A.  He  is  what  is  commonly  known  as  manager;  that  is,  he  supervises  a  district  or 
superintends  a  number  of  mills  within  a  certain  territory. 

Q.  (By  Mr.  Farquhar.)  Has  the  Avonmore  concern  refused  to  eiffry  out  the 
second  order f — A.  Through  Mr.  Banfield;  yes. 

Q.  (By  Mr.  Jbnks.)  Has  he  a  controlling  interest  in  the  Avonmore  conoemf — A. 
He  gave  us  to  understand  that  he  had. 

Q.  You  think,  then,  that,  so  far  as  the  manufacture  of  tin-plate  maehinery  is  con- 
cerned, all  of  the  leading  establishments,  with  one  exception,  are  controlled  by  the 
American  Tin  Plate  Company  f  ^A.  Yes ;  and  of  course  this  exception  that  I  speak  of 
is  an  unknown  quantity,  never  havin||^  built  any  mills.  The  pnncipal  stockholders 
were  formerly  connected  with  what  is  known  as  l^e  Mesta  Foundry  and  Machine 
Company.  They  consolidated  prior  to  the  existence  of  the  trust  with  the  Robinson 
and  Rea  Machine  Company,  of  Pittsburg,  representative  builders  of  rolling-mill 
machinery ;  and  some  of  the  stockholders  of  said  company  formed  themselves  into 
another  company,  which  is  now  known  as  the  Canton  Roll  and  Machine  Company. 

Q.  Do  you  know  whether  the  American  Tin  Plate  Company  has  any  farther  con- 
trol over  these  manufacturers  of  machinery  beyond  a  contract  to  take  their  entire 
output  for  a  period  of  years  f — A.  Oh,  I  think  the  manner  in  which  yon  put  it  is 

>  See  Mr.  Graham,  p.  852 ;  Mr.  Wheeler,  p.  864 :  Mr.  Held,  p.  875. 
*  Compare  testimony  of  Mr.  Graham,  p.  852;  Mr.  Raid,  p.  875. 
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rather  miBleading,  or  the  manner  in  which  they  may  have  pat  it  is  misleading;  that 
IB,  to  take  their  entire  output. 

ON  WHAT  TERMS  8HBBT  MILLS  CAN  BUY  MACHINBRY. 

Q.  Hare  jon  any  knowledge  of  the  natoie  of  the  contract  f — ^A.  To  ditprore  any 
snch  condition  as  that  I  miffht  cite  the  sitaatlon  of  the  sheet  millSy  whose  business 
is  in  a  measnre  kindred  to  tne  tin-plate  industry.  They  manufacture  what  is  known 
as  regular  orthodox  sheet  iron  in  long  lengths.  There  is  no  sheet  manufacturer 
to-day  that  is  able  to  get  rolls  or  sheet- mill  machinery  without  signinff  a  contract 
with  these  foundries  and  machinists  aflreeiug  that  those  rolls  and  that  machinery 
shall  not  be  used  for  manuflEMturing  sheet  iron  for  tin-plate  uses  for  a  period  of  2 
years.  ^  Now,  my  knowledge  comes  directly  from  the  self-same  founders  and  the 
machinists. 

Q.  Those  who  have  been  trying  to  eet  such  machinery  f — ^A.  No;  from  the  bnildeis 
of  this  machinery  and  from  the  builders  that  are  not  in  this  compact  that  we 
speak  of. 

Q.  (By  Mr.  Farquhar.)  Have  you  had  any  positive  refusal  from  these  manu- 
facturers f — ^A.  Yes. 

Q.  In  writingf — ^A.  No,  sir. 

Q.  Verbally  ^— A.  Verbally ;  yes. 

Q.  How  do  yon  stand  now  in  respect  to  the  furnishing  of  your  own  machinery 
independent  of  your  second  orderf — A.  Well,  there  is  a  combination,  as  I  said  be- 
fore ;  but  the  Canton  Roll  and  Machine  Company  have  our  orders  for  any  machinery 
we  may  re<]^uire  in  the  manufacture  of  tin  plate. 

Q.  Is  their  plant  ample  enough  to  supply  all  the  independent  owners  of  tin-plate 
mills  f — A.  That  would  depend  very  largely  upon  the  extent  of  new  firms  coming 
into  the  business. 

Q.  Have  you  any  knowledge  yourself  of  new  firms  coming  into  the  business  f — A. 
None,  sir;  only  by  common  rumor  recently  in  regard  to  what  is  called  the  National 
Tin  Plate  Company  of  Virginia.  I  am  well  acquainted  with  Senator  Whittaker,  of 
Wheeling,  whose  name  has  been  prominently  associated  with  the  new  proiect,  and 
I  think  the  rumor,  to  a  great  extent^  is  baseless.  It  may  not  be  altogether  idle,  but 
nothing  has  positively  matured. 

Q.  (By  Mr.  Jknks.)  Have  you  any  documentary  evidence  of  any  kind  at  all  in  the 
form  of  letters  from  the  Tin  Plate  Company  or  in  the  form  of  copies  of  contracts  of 
the  Tin  Plate  Company  with  those  manufacturers  of  machinery  of  whom  you  have 
spoken  f— A.  No,  sir. 

Q.  Ton  have  simply  the  refusal? — A.  The  verbal  refusal. 

Q.  The  verbal  refusal  of  those  men  themselves,  and  the  reason  they  gavef — A. 
Yes;  in  the  first  place  soon  after  I  dissolved  my  association  with  the  American  Tin 
Plate  Company. 

Q.  You  were  connected  with  themf — A.  Only  in  that  way.  There  is  no  question 
in  regard  to  the  fact  that  I  am  the  oldest  manufacturer  in  the  business.  I  was 
approached  by  several  of  those  machinists  and  foundries,  who  tried  to  induce  me  to 
go  into  the  sheet-mill  business,  and  after  that  solicitation  told  me  the  conditions  upon 
which  they  would  build  me  sheet-iron  machinery. 

Q.  On  condition  that  you  would  not f — ^A.  On  condition  that  I  would  sign  a 

lease  for  a  period  of  2  years  not  to  make  any  sheet  iron  for  tin-plate  uses  whatever. 
If  I  did  I  would  forfeit  the  machinery  I  had  bought. 

Q.  You  spoke  of  their  saying  that  they  would  furnish  you  the  machinery  pro- 
vided you  would  sign  a  lease.  Can  you  tell  us  in  detail  what  you  mean  by  signing 
a  lease,  and  who  was  to  have  an  option  of  this  lease f— A.  The  control,  as  I  under- 
stood it  from  them,  resolved  itseltinta  a  lease  form  in  which  you  paid  two-thirds 
of  the  purchase  price  when  the  machinery  was  delivered;  the  remaining  one-third 
was  to  be  paid  in  2  annual  payments,  and  I  suppose  if  at  any  time  during  the  2  years 
it  ame  to  their  knowledge — to  the  knowledge  of  the  American  Tin  Plate  Company — 
that  you  had  rolled  any  material  that  would  finally  appear  as  tin  plate  you  would 
forfeit  your  mills.  l!\irthermore,  I  understand  that  the  lease  when  signea  is  turned 
over  to  the  American  Tin  Plate  Company. 

Q.  And  that  company  then  would  simply  take  possession  of  these  mills,  as  belong- 
ing to  them  until  final  payment  was  madef — A.  That  is  the  inference. 

Q.  Payment  on  the  installment  plan,  the  title  remaining  with  the  seller  until  final 
payment  is  madef — ^A.  Yes. 

HOW  BLACK  FLATS  FOR  TINNINQ  DIFFKR8  FROM  6HBBT  IRON. 

Q.  (By  Senator  Kyle.)  The  stipulation,  was  that  you  were  not  to  manufacture  the 
kind  of  sheet  iron  that  is  rolled  for  tin-plate  purposes.    Is  it  a  peculiar  kind  of  sheet 
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iron  f— A.  Tes;  there  is  more  labor  expended,  and  the  process  for  making  sheet  inn 
for  tin-plate  uses  is  somewhat  lengthened  out,  in  order  to  give  it  a  better  finish ;  bat 
the  art  IS  practically  the  same. 

Q.  There  is  a  brand  that  is  known  as  tin-plate  sheet  ironf — A.  Well,  I  mif^ht  state 
that  I  went  into  the  business  in  the  first  place  as  a  dipper,  and  at  that  time  we 
imported  our  iron  and  we  had  .to  secnre  a  supply  from  sheet  mills. 

Q.  I  want  to  know  how  you  could  determine  where  the  product  wentf  Yon  can 
not  tell  unless  you  roll  a  special  kind  for  tin-plate  purposes. — ^A.  You  can  tell  in 
which  direction  it  would  eo  after  it  left  our  mill.  Tnat  is,  we  can  coiuectnre  as  lo 
the  uses  to  which  it  is  applied. 

Q.  Throughout  f~ A.  We  might,  unless  someone  is  buyine  sorreptitionsl^'  for  the 

Snrpose  of  deception.  We  should  be  dull  indeed  if  we  did  not  know  m  whicn 
irection  it  would  travel  after  it  left  ns,  because  the  gauge  would  determine  that  to 
a  verv  large  extent,  and  the  finish  that  would  be  solicited  would  determine  it  to  a 
very  large  extent,  so  it  would  be  calculated  te  create  a  suspicion. 

Q.  (By  Mr.  Jenks.)  Then,  black  plate  that  is  used  for  tinning  is  different  in  qual- 
ity and  weight  from  sheet  iron  used  for  other  ordinary  purposes  t — A.  Yee;  very 
largely  in  weight,  although  it  is  a  very  common  thing  to  roll  what  is  known  as  !& 
gauge  for  g^eneral  sheet-iron  purposes,  for  stove  purposes,  for  pans  for  domestic  uses; 
and  there  is  a  brand  of  plate  that  is  also  largely  used  as  represented  in  28  gaage, 
which  is  known  to  the  trade  as  one  cross,  or  1  A. 

THE    SHEET-MILL  LEASE— ATTITUDE  OF  MACHINERY  MAKERS. 

Q.  (By  Mr.  Farquhar.)  How  did  you  construe  the  proposition  of  this  2-jrearB' 
lease f    Is  it  a  stepping-stone  to  an  ultimate  stoppage? — A.  To  a  further  leaser 

Q.  Yes. 'A.  I  tnink  it  was:  yes.  The  foundries  and  machinists  that  I  speak  of 
were  not  disposed  to  extend  that  lease  over  the  time  that  is  stipulated ;  conser^nently 
the  American  Tin  Plate  Company  had  to  submit  to  that  condition. 

Q.  In  other  words,  there  were  2  years  that  you  could  not,  if  you  signed  this  lease^ 
go  into  the  productive  industry? — A.  That  is,  as  far  as  tin-plate  making  was  con- 
cerned ;  that  is  very  positive.  That  information,  as  I  steted  before,  was  conveyed 
without  any  form  of  solicitation  whatever  by  the  parties  that  represented  this 
compact. 

Q.  (By  Senator  Ktle.)  And  yon  state  that  you  have  very  few  letters  from  the 
American  Tin  Plate  Company  touching  your  contracts  or  anything  elsef — A.  Oh,  I 
have  no  communication  whatever  with  the  American  Tin  Plate  Company.  Have 
yon  reference  to  the  foundries  and  machinists f 

Q.  (Hy  Mr.  .Ienks.)  Yes. — A.  No,  I  have  no  letters  whatever. 

Q.  (By  Senator  Kyle.  )  It  seems  to  be  the  policy,  then,  to  send  an  agent  when  they 
want  anything  donet — A.  I  would  constantly  como  in  contect  with  tnese  gentlemen 
that  1  have  been  acquainted  with  for  some  years  and  talk  with  them  on  the  subject, 
and  no  later  than  last  Saturday  I  was  talking  with  one  gentleman,  and  he  stated  to  me 
that  there  was  a  disposition  on  the  part  of  many  of  those  in  that  compact  to  furnish 
the  independent  mills  with  the  machinery  desired.  The  disposition  was  there,  bnt 
they  did  not  want  to  go  on  record  ns  being  the  first  ones  to  break  through.  They 
are  not  securing — that  is  self-evident — they  are  not  securing  anything  like  the 
amount  of  orders  for  tin-plate  machinery  under  the  trust  administration  that  they 
secured  under  the  independent  administration. 

DEMAND  FOR  MACHINERY  IS  LESSENED— BOLLS   RUN  LESS  STEADILY. 

Q.  (By  Mr.  Jenks.)  You  think,  then,  that  if  the  American  Tin  Plate  Company 
were  not  so  largely  in  control  of  the  business  the  demand  for  this  tin  plate 
machinery  would  be  very  much  larger  than  it  is  nowf — A.  I  made  the  remark  tiiat 
it  was  very  much  larger  under  the  independent  regime  than  under  trust  adminis- 
tration, and  as  a  matter  of  fact  the  mills  of  the  American  Tin  Plato  Company  are 
not  running  as  much  as  they  were  when  represented  by  the  independent  mill  owners. 

Q.  It  simply  is  a  fact  that  there  were  more  orders  for  machinery  of  this  kind  2 
years  ago  than  there  are  nowf — ^A.  By  reason  of  the  fact  that  they  ran  much 
steadier. 

PLATE    NOT   MADE    UNDER   JOBBERS'    BRANDS  UNLESS    THE    BRANDS  ARE  A8SI6NBD. 

Q.  When  the  American  Tin  Plate  Company  bought  the  individual  plants  that  were 
afterwards  organized  into  this  one  company,  what  arrangements  were  made  with 
reference  to  the  individual  brands  by  the  different  manufacturers,  or  by  the  large 
iobbem? — A.  There  was  nothing  stated  in  regard  to  brands  that  were  owned  by 
large  Jobbers,  inasmuch  as  individual  mills  have  no  manner  of  control  over  them. 
As  to  the  brands  that  were  owned  directly  by  the  mills,  they  were  to  go  over  to  the 
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American  Tin  Plate  Company.  There  were  very  few  brands  owned  by  individaal 
mills.  The  mills,  prior  to  absorption,  very  cheerfully  and  graciously  made  all 
brands  that  were  solicited;  brands  that  were  owned  by  individual  jobbers. 

Q.  What  attitude  has  the  American  Tin  Plate  Company  taken  in  reference  to 
brands  owned  by  individual  jobbers? — A.  Their  attitude  is  a  very  formidable  and  a 
very  aggressive  one. 

Q.  Tell  us  what  it  is. — ^A.  Notwithstanding  the  statement  made  to  the  contrary,' 
they  are  even  to-day  enforcing  the  condition  that  if  they  make  those  brands,  those 
brands  have  got  to  be  assigned  to  the  American  Tin  Plate  Company ;  otherwise  they 
will  not  make  them.  They  promulgated  in  the  first  place  a  memorandum  to  the 
trade  in  which  they  stated  in  very  positive  terms  that  as  a  condition  of  making 
those  particular  brands  that  were  under  individual  ownership,  or  protected  by 
patent  or  copyright,  those  brands  must  be  turned  over— assigned  to  the  American 
Tin  Plate  Company;  and  in  case  the  American  Tin  Plate  Company  became  defunct, 
or  went  out  of  existence,  they  would  revert  back  to  the  orifi^inal  owners.  But  if  it 
should  appear  to  their  sales  agent  that  the  jobbers  were  having  those  brands  of 
plate  made  by  any  independent  concerns,  or  buying  any  form  or  manner  of  tin 
plate  outside,  no  matter  of  what  grade,  they  would  consider  that  sufficient  justifi- 
cation for  claiming  the  brand.  Now,  they  have  modified  their  contract  to  some 
extent;  but  the  idea,  that  is,  the  coercive  or  arbitrary  idea,  is  incorporated  there. 
I  can  read  you  a  copy  of  a  recent  contract,  or  that  part  relating  to  tne  assignment 
of  the  brands,  and  their  claims  upon  the  brand  if  it  should  appear  to  them  that 
their  conditions  stipulated  in  the  contract  had  not  been  compli^  with. 

Q.  Have  you  a  legal  form  of  assignment t — A.  I  have  a  legal  form  of  their  assign- 
ment; their  copy. 

Q.  Can  you  nle  that  with  usf — A.  I  can  let  yon  read  it. 

Q.  Perhaps  you  may  read  that  to  us,  omitting  any  special  names. — ^A.  There  are 
no  names  mentioned  in  this.  This  is  my  own  copy.  I  can  read  this  to  you;  it  will 
not  injure  the  interests  of  anyone. 

Q.  We  will  take  a  copy  of  that  and  return  the  original  to  yon. — A.  There  is  one 
where  the  trade-marks  have  not  been  registered,  and  here  is  one — they  are  iden- 
tically the  same — in  cases  where  trade-marks  have  been  registered  in  the  Patent 
Office. 

Know  oil  men  by  these  presents,  that ,  of  the  city  of ,  in 

the  State  of ,  party  of  the  first  part,  for  and  in  consideration  of  the  sum  of  one 

dollar  ($1.00)  and  of  other  valuable  considerations  this  day  paid  and  delivered  to 
said  party  of  the  first  part  by  American  Tin  Plate  Company,  a  corporation  organized 
under  the  laws  of  the  State  of  New  Jersey,  whose  principal  business  office  is  located 
in  the  city  of  Chicago,  county  of  Cook,  and  State  of  Illinois,  party  of  the  second 
part,  does  hereby  assign,  transfer,  and  set  over  unto  the  said  party  of  the  second 
part  the  exclusive  right  to  use,  place,  and  stamp  upon  tin  plates  and  temeplates 
the  following  brands  or  trade-marks  which  have  heretofore  been  used  by  the  said 
party  of  the  first  part  as  brands  or  trade-marks ;  that  is  to  say, . 

And  said  party  of  the  first  part  covenants  and  agrees  to  and  with  said  party  of  the 
second  part  to  save  harmless  and  indemnify  said  party  of  the  second  part  from  all 
actions,  suits,  payments,  costs,  damages,  expenses,  and  liability  whatsoever  which 
may  come  to  the  said  party  of  the  second  part,  or  occur,  by  reason  of  the  use  by  said 
party  of  the  second  part  of  said  brands  or  trade-marks  upon  tin  plates  or  temeplates, 
which  may  be  at  any  time  manufactured  by  said  party  of  the  second  part. 

Witness  the  hand  and  seal  of  the  said  party  of  the  first  part  on  tnis  the 

day  of ,  A.  D.  1899. 

Signed,  sealed,  and  delivered  in  presence  of— .     [seal.] 


Enow  all  men  by  these  presents,  that i  of  the  city  of   ■  ,  in 

the  State  of ,  party  of  the  first  part,  for  and  in  consideration  of  the  sum  of  one 

dollar  ($1.00)  and  or  other  valuable  considerations  this  day  paid  and  delivered  to  said 
party  of  the  first  part  by  American  Tin  Plate  Company,  a  corporation  organized 
under  the  laws  of  the  State  of  New  Jersey,  whose  principal  business  office  is  located 
in  the  city  of  Chicago,  county  of  Cook,  and  State  of  Illinois,  party  of  the  second  part, 
does  hereby  assign,  transfer,  and  set  over  unto  the  said  party  of  the  second  part  tbe 
exclusive  right  to  use,  place,  and  stamp  upon  tin  plates  and  temeplates  the  follow- 
ing brands  or  trade- marks,  which  have  heretofore  been  used  by  the  said  party  of  the 
first  part,  as  brands  or  trade-marks,  and  which  said  brands  or  trade-marks  have  here- 
tofore been  registered  in  the  office  of  the  Commissioner  of  Patents  of  the  United  States 

of  America,  as  shown  by  certificates  of  registration  bearing  the  numbers , 

;  that  is  to  say, 


1  Coupare  Mr.  Gndiaiu,  p.  852 ;  Mr,  Keid,  p.  874, 
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And  the  said  party  of  the  first  part  herehy  coTenants  and  agrees  to  and  with  the 
aaid  party  of  the  second  part  to  save  harmless  and  indemnify  said  partv  of  the  aecood 
part  from  all  actions,  suits,  payments,  costs,  damages,  expenses,  and  liability  what- 
soever which  may  come  to  the  said  party  of  the  second  part,  or  occar,  by  reason  of 
the  use  by  said  party  of  the  second  part  of  said  brands  or  tcade-marks  npon  tin  plates 
or  temeplates  whicn  may  at  any  time  be  manufactured  by  said  party  of  the  second 
part. 

Witness  the  hand  and  seal  of  the  said  party  of  the  first  part  on  this  the 

day  of ,  A.  D.  1899. 

Signed,  sealed,  and  delivered  in  presence  of— 


This  agreement,  ma<le  this day  of ,  A.  D.  1899,  between  American 

Tin  Plate  Company,  a  corporation  of  the  State  of  New  Jersey,  party  of  the  first  part, 

and ,  of ,  in  the  State  of ,  party  of  the  second  part,  witnesseth  as 

follows : 

1.  First  party  agrees  to  manufacture  for,  and  to  sell  and  deliver  to,  second  party, 
in  the  regular  course  of  business  of  first  party,  and  subject  to  its  general  rules  and 
regulations,  now  in  force  or  hereafter  to  be  made,  as  respects  price,  time,  manner 
and  place  of  delivery,  and  time  and  manner  of  payment,  and  at  the  current  and 
regular  market  prices  prevailing[  from  time  to  time,  such  quantities  of  tin  and  teme 
plates  as  second  party  may  require  and  need  in  the  business  of  second  party  dnrine 
the  life  of  this  agreement,  provided  second  party  shall  at  all  times  comply  with  afl 
provisions  hereof  to  be  performed  by  second  party,  all  of  said  tin  plates  and  teme 
plates  if  required  by  said  second  party  to  be  brandea  with  such  one  of  the  appropriate 
trade  marks  or  brands  heretofore  assigned  by  second  party  to  first  party  as  second 
party  may  designate  to  first  party  in  writing. 

2.  Second  party  shall  pay  to  first  party  for  all  tin  and  terne  plates  which  may  be 
ordered  by  second  party,  and  pursuant  to  such  order  tendered  by  first  party  to  sec- 
ond party  in  accordance  herewith,  at  the  current  and  regular  market  prices  prevail- 
ing at  the  time  of  ordering  the  same,  such  payments  to  be  made  upon  the  usual 
terms  of  credit  and  discount  for  cash  governing  the  business  of  first  party  at  times 
of  delivery,  but  no  order  for  goods  shall  be  given  by  second  party,  which,  as  to  the 
time  of  delivery,  shall  extend  beyond  the  time  for  which  first  party  may  be,  at  the 
time  of  receipt  of  any  such  orders,  quoting  or  giving  to  the  trade  prices  of  the  kind 
of  goods  embraced  by  such  order. 

3.  First  party  shall  not  have  the  right,  except  as  is  herein  otherwise  provided,  to 
use  any  of  said  trade-marks  or  brands  so  assigned  it  by  second  party,  except  upon 
goods  to  be  manufactured  for,  and  upon  the  order  of,  second  party,  but  if  the  second 
party  shall  refuse  to  accept  any  goods  ordered  by  second  party  and  accordingly 
manufactured  bv  first  party  in  accordance  herewith,  then  first  party  shall  have  uie 
right  to  sell  such  goods  in  the  market  without  removing  therefrom  any  trade-mark 
or  brand  placed  thereon. 

4.  First  party  shall  not  be  required  to  manufacture  for  or  deliver  to  second  party 
any  goods  under  this  agreement  if,  at  the  time  any  goods  may  be  ordered  hereunder, 
or  may  be  required  to  be  delivered  hereunder,  first  party  shall  have  reasonable 
cause  to  believe  second  party  is  or  will  be  unable  to  pay  for  such  goods  at  the  time 
when  payment  therefor  would  become  due. 

6.  All  £[oods  properly  ordered  hereunder  shall,  subject  to  the  other  provisions 
hereof  which  are  applicable,  be  delivered  by  first  party  within  a  reasonable  time, 
such  reasonable  time  to  be  estimated  in  all  cases  with  reference  to  the  conditions 
affecting  the  manufacturing  business  of  first  party,  and  the  demands  of  the  market 
for  tin  and  teme  plates,  and  the  ability  or  inability  of  first  ]5arty,  from  any  cause  or 
causes  whatsoever,  including  strikes,  scarcity  of  materials  used  in  manufacturing  or 
otherwise,  to  make  delivery. 

6.  First  party  agrees  that  it  will  not  at  any  time  increase  the  price  of  any  goods 
ordered  by  second  party  pursuant  to  this  agreement,  above  the  current  and  regular 
market  prices  of  like  goods,  because  of  the  brand  or  trade-mark  which  may  be  placed 
npon  any  goods  ordered  under  this  agreement,  or  for  any  other  cause  whatever. 

7.  In  case  second  party  shall  at  any  time  during  the  life  of  this  agreement,  order, 
purchase,  or  receive  any  tin  or  terne  plates  marked  with  any  one  of  the  trade-marks  - 
or  brands  hereinabove  mentioned,  or  other  private  brand,  except  from  the  first  party, 
the  latter  being  at  the  time  in  no  defaalt  in  the  performance  of  this  af^reement,  then 
first  party  shaU  have  the  right  to  terminate  this  agreement,  and  said  trade-marks 
and  brands  so  assigned  to  it  shall  be  and  become  its  absolnte  property;  but  if  first 
party  shall  not  be  able  to  meet  the  legitimate  needs  of  second  party  for  tin  or  teme 
plates,  then  second  party  shall  have  the  right  to  purchase  from  others  than  first 
party  such  tin  or  terne  plates  as  second  party  may  legitimately  require  in  exoesa  of 
the  amount  which  first  party  may  be  able  to  furnish. 
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8.  In  the  event  first  party  shall  be  dissolved  or  cease  doing  business,  or  make  a 
general  assignment  for  the  benefit  of  creditors,  or  this  a^eement  shall  be  terminated 
for  jnst  cause  by  second  partv,  or  shall  be  kept  during  its  life  by  second  party,  then 
said  trade-marks  or  brands  shall  revert  to  second  party  absolutely. 

9.  If  first  party  shall  fear  that  any  one  or  more  of  said  trade-marks  or  brands  can 
not  be  lawfidly  used  by  it,  or  if  an^  suit  shall  be  brought  afi'ecting  its  right  to  use 
the  same,  then  first  party  may,  at  its  election,  be  excused  from  manufacturing  or 
delivering  any  goods  bearing  such  trade-mark  or  brand,  and,  in  any  event,  second 
party  shall  indemnify  first  party  from  all  damages,  exx>enses,  and  costs  arising  from 
the  use  of  any  of  said  trade-marks  or  brands. 

10.  This  agreement  shall  be  in  force  from  the  day  of  the  date  hereof  down  to  the 
first  (1st)  day  of  January,  A.  D.  1915. 

.   In  witness  whereof  the  parties  hereto  have  caused  their  respective  names  and 
seals  to  be  hereunder  written  and  affixed  on  the  day  and  year  first  above  written. 


By . 

Attest: 
,  Secretary, 

Q.  (By  Mr.  Jkkks.)  Now,  you  say  that  you  know  that  some  of  these  contracts 
have  been  made  lately  f — A.  1  know  positively  that  they  have  refused  to  manufac- 
ture tin  plate  under  jobber's  brands,  simply  because  the  jobber  would  not  assign 
his  brand  to  them. 

Q.  How  long  since  such  refusal  was  madef — ^A.  It  is  being  conducted  almost  every 
week. 

Q.  You  say  you  know  positively.  You  have,  of  course,  some  specific  instances  in 
mind  f— A.  Yes. 

Q.  Now,  can  you  give  us  the  date  or  nearly  the  date  of  some  of  these  specific 
instances  you  have  in  mind  f — A.  I  should  not  like  to  mention  the  dates,  by  reason 
of  the  fkct  that  it  might  be  a  clew  for  the  American  Tin  Plate  Company  to  discover 
who  the  particular  jobber  was.  By  reason  of  the  fact  that  they  virtually  hold  abso- 
lute sway,  they  might  make  it  very  disastrous  for  that  particular  jobber.  Here  is 
a  letter  to  a  jobber 

Q.  Just  one  moment  further.  Perhaps  you  can  name  a  date  since  which  this  has 
been  donef — A.  Since  the  1st  of  October. 

Q.  That  is  sufficient.  You  know  this  has  been  done  since  the  Ist  of  October f — ^A. 
Yes.    Here  is  a  letter : 

''Gentlsmrn:  Your  2  favors  of and ,  with  reference  to  the  stamping 

of  brands  of  plates  on  orders  [I  am  not  giving  the  number  of  the  orders],  were  duly 
received  and  noted.  As  you  have  not  agreed  to  our  conditions  governing  private 
brands,  we  assume  that  you  wish  to  have  these  stamped  under  the  mill  brand,  and 
have  instructed  the  mill  accordingly,  which  we  trust  will  be  satisfactory." 

Now,  then,  those  plates  would  not  be  accepted  under  the  mil]  brand  by  the  archi- 
tect that  has  specified  these  plates.  The  sale  of  those  special  grades  of  plates  is 
largelv  dominated  by  the  architect  who  has  charge  of  the  building.  He  would  nomi- 
nate, for  instance,  ''Taylor's  Old  Style,"  that  plate  and  no  other,  or ''Merchants'  Old 
Style,"  or  "John  Hamilton's  Best  Re-dip."  Tnose  brands  are  represented  by  special 
nomenclature,  giving  them  the  titles. 

Q.  This  letter  you  nave  read  is  also  one  of  comparatively  recent  datef — A.  Yes. 

witness's  plant  paid  for  in  stock. 

Q.  (By  Senator  Kyle.)  In  your  contract  by  which  you  turned  over  your  propertv 
to  the  American  Tin  Plate  Company  you  said  you  received  a  certain  amount  of  cash 
and  a  certain  amount  of  preferred  and  common  stock f — A.  That  was  optional  with 
tile  company,  yes ;  thdy  could  secure  part  cash  or  part  stock,  at  their  pleasure. 

Q.  And  you  did  receive  part  cash  and  part  preferred  stock f — A.  What,  the  com- 
pany I  was  identified  wlthT 

Q.  Yes. — A.  We  received  all  our  holdings  in  stock. 

Q.  (By  Mr.  Jbnks.)  Youpreferred  to  take  that  instead  of  cash  f— A.  Yes. 

Q.  (By  Senator  Kyle.)  What  exception  was  made  for  the  minority  stockholders, 
of  which  you  appear  to  be  onef—A.  Possibly  I  was  the  largest  single  stockholder. 
No, sir;  there  was  no  exception  made;  they  all  concurred  in  their  desire  to  take 
stock  instead  of  cash. 

Q.  (By  Mr.  Jenks.)  Do  I  understand  that  it  was  left  optional  with  each  individaal 
stoskholder  to  take  his  choice  of  stock  or  cashf — A.  Yes. 


NO  other  conditions  imposed  on  jobbers;  but  none  are  needed. 
stock  from  that  company  f— A.  None  outside  of  the  enforcement  in  regard  to  brands. 


|.  Bo  yon  know  whether  the  American  Tin  Plate  Company  keeps  anv  special  con- 
trol over  the  jobbers  to  whom  it  sells  in  reference  to  the  purchase  of  their  entire 
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Q.  Farther  than  that  yon  think  they  leave  it  entirely  optional  with  the  jobber  to 
bay  from  them  or  any  other  person  t — A.  Oh,  yea;  there  is  no  option  on  the  part  of 
the  Jobber;  they  are  the  only  parties  able  to  supply  his  wants  at  the  present  timi^ 
with  the  exception  of  a  mill  that  recently  commenced  to  mana£aotaTe  at  Atob- 
more.  Pa. 

Q.  00  I  understand  from  your  statement  that  the  American  Tin  Plate  Company 
has  at  the  present  time  absolutely  no  competition  excepting  from  this  one  miilf— 
A.  That  is  the  only  one  roannfactaring  outside.  Mr.  Graham  stated  yesterday  befon 
the  National  Hardware  Association  that  convened  in  Pittsburg,  ''We  govern  condi- 
tions/'   His  statement  presupposes  that  they  are  in  absolute  sway. 

AMERICAN  TIN   PLATE   COMPANY    CONTROLS    BLACK   PLATE — ^THB   8UPPLT   OF    STEEL. 

O.  Does  the  American  Tin  Plate  Company,  in  yonr  judgment,  aside  from  the  ooii- 
trol  of  machinery  control  the  black  plate f — A.  Yes;  just  as  they  control  tin  plate. 

Q.  By  that  do  you  mean  that  they  manufacture  all  of  the  black  plate f — A.  Yea. 

Q.  It  would  be  impossible,  then,  at  the  present  time  for  any  dippers  to  do  baalBess 
without  their  special  consent;  they  would  have  to  buy  black  plate  from  th3mf — A^ 
That  is  the  condition ;  yes. 

Q.  And  any  independent  manufacturer  of  tin  plate  would  have  to  be  the  mann- 
facturer  of  his  own  black  plate f — A.  Yes. 

Q.  Do  you  know  whether  it  would  be  possible  for  a  manufacturer  of  black  plate 
to  buy  his  raw  material,  or  do  they  control  that  alsof — A.  To  a  very  great  extent 
they  control  the  raw  material. 

Q.  Can  you  tell  to  what  extent f — A.  Yes.  Of  course  ^ou  gentlemen  understand 
the  pressure  of  demand  for  all  iron  and  steel  commodities  at  the  present  time.  I 
thiuK  there  is  a  possibility  of  the  Carnegie  Company  administering  in  the  fntore  to 
independent  concerns,  but  not  at  the  present  time.  They  are  virtually  tied  np  this 
year,  I  know,  by  an  obligation  to  the  American  Tin  Plate  Company. 

Q.  (By  Mr.  Iiarquhar.)  A  contract  or  understanding f — A.  A  contract — ^no,  air. 
Jones  4&  Laoghlins,of  Pittsburg,  are  in  a  position  to  make  in  part  the  tin>plate  ban 
from  which  we  roll  onr  tin  plate,  and  there  are 3  or  4  others  that  manufacture  billets. 
I  came  in  contact  with  the  president  of  the  new  mills  recently  started — the  Avon- 
more  mills— a  few  days  ago,  and  they  put  down  a  bar  mill,  which  is  sometbing 
unusual  for  a  tin-plate  plant,  to  reduce  billets  into  the  form  of  bars.  He  told  me 
that  up  to  the  ])resent  time  they  had  no  trouble  in  securing  billets  from  Jones  & 
Laugh  lins. 

Q.  (By  Mr.  Jbnks.)  You  spoke  of  a  contract  between  the  American  Tin  Plate 
Company  and  the  Carnegie  establishment  f — A.  That  is  only  hearsay.  I  understand 
they  made  a  contract  with  them  for  1  year  for  a  very,  very  large  tonnage  of  bars,  to 
the  exclusion  of  anyone  else — that  is,  during  that  year. 

Q.  Do  you  think  the  contract  provided  explicitly  that  it  was  to  be  to  the  ezelo- 
sion  of  others,  or  only  that  they  were  to  give  a  very  large  order? — A.  They  have 
finished  this  contract.  I  think  the  Carnegie  Company  administered  it  to  the  letter 
that  the^  were  to  administer  to  no  one  else's  wants.  I  know,  within  7  or  8  months, 
I  myself  approached  the  Carnegie  Company  with  an  order  for  bars,  but  could  not 
get  any. 

Q.  You  say  you  know  that  because  you  tried  it! — A.  Yes. 

Q.  (By  Mr.  Clarke.)  Now,  let  me  understand  what  the  reason  of  that  is. 
Because  of  the  great  demand  for  iron  and  steel,  or  because  they  are  full  of  orders 
ahead,  or  because  they  had  signed  a  contract  whereby  they  stipulated  they  would 
not  furnish  to  outsiders? — A.  Ku;  possibly  there  was  no  stipulation  of  that  kind.  I 
would  not  wish  to  go  on  record  in  regard  to  that  matter.  What  I  have  learned  has 
been  altogether  from  hearsay.  I  know  it  for  a  fact  that  they  placed  a  very  large 
contract  for  bars  with  them  for  the  purpose  of  exclusion,  beeause  other  mills — when 
I  say  other  mills,  I  have  reference  to  the  National  Steel  Company — very  recently 
administered  to  their  wants  in  that  particular  direction — ^the  Carnegie  only  admin- 
istered sparsely . 

Q.  (By  Mr.  Jrxks.)  Do  you  understand  that  the  National  Steel  Company  sold  its 
entire  output  of  tin-plate  bars  to  the  Tin  Plate  Company? — A.  No;  I  do  not  imder- 
stand  it  in  that  way.  As  far  as  tin-plate  bars  are  concerned,  I  think  possibly  they 
do.  The  National  Steel  Company  manufacture  what  are  known  as  sheet  bars,  whieh 
are  somewhat  different  in  weight  and  length,  but  practically  the  same  as  the  Tin 
Plate  Company  now  use.  The  National  Steel  Company  now  administers  to  the  sheet 
mills,  and  have  always  since  they  have  been  in  existence,  either  in  consolidated  form 
or  individual  form. 

AMERICAN  TIN  PLATE  COMPANY  18  KILLING  OFF  THK  DIPPERS. 

Q.  Can  you  explain  somewhat  further  the  situation  with  reference  to  dipx)er8f-^A. 
The  dippers  at  the  present  time  certainly  are  in  the  shadow  of  the  American  Tin 
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Plate  Company's  diBpleasnre ;  they  are  not  encouraging  them  to  continne  in  busi- 
ness; in  fact,  they  are  doing  all  the^  possibly  can  to  discourage  them. 

Q.  In  what  ways f — A.  I  know  of  two  or  three  firms  that  have  been  closed  up  at 
the  instigation  of  the  American  Tin  Plate  Company,  one  notablv  that  I  was  asso- 
ciated with  some  years  ago.  As  soon  as  their  contract  for  black  plate  were  finished, 
contracts  that  were  placed  prior  to  the  existence  of  the  American  Tin  Plate  Com- 

5 any,  they  told  them  that  they  oonld  not  furnish  any  more  black  plates.  Not  being 
esirous  to  get  out  of  business,  they  thought  they  would  resolve  themselves  into 
jobbers.  The  American  Tin  Plate  Company  positively  refused  to  supply  them  with 
the  finished  tin  plate  to  sell  to  dealers  until  they  surrendered  their  dipping  business 
to  the  American  Tin  Plate  Company.  It  forced  them  to  take  a  certain  sum  of  money 
for  what  machinery  they  had,  machinery  that  represents  the  dipping  business.  And 
as  soon  as  the  company  got  possession  of  the  machinery  it  supplied  them  with  the 
finished  tin  plate  to  sell  to  the  dealers.  That  condition  exists  generally.  Of  course, 
if  it  were  absolutely  essential,  proof  of  that  statement  could  be  secured.^ 

Q.  You  say  that  you  know  of  two  or  three  cases  where  dippers  were  compelled  to 
sell  their  dipping  machinery  to  the  American  Tin  Plate  Company  before  the  Ameri- 
can Tin  Plate  Company  would  sell  them  the  finished  plate.  Is  that  question  a  mat- 
ter of  record  f  Can  that  be  shown  by  the  contract  of  salef — A.  Whatf  The 
circumstances  that  I  speak  of  f 

Q.  Yes.— A.  Oh,  yes ;  I  presume  it  can.  I  presume  it  can,  unless  they  took  the  pre- 
caution of  conferring  directly  with  them.  I  do  not  think  so,  because  they  have  not 
cloaked  or  mantled  all  their  operations  in  regard  to  such  matters. 

Q.  You  are  not  in  a  position  now  to  furnish  a  copy  of  such  a  contract  f — ^A.  No;  not 
at  the  present  time. 

Q.  Do  you  think  you  could  undertake  to  do  sof — ^A.  Oh,  I  think  so.  I  might  have 
to  obligate  myself  in  a  measure  to  administer  to  their  wants.  The  American  Tin 
Plate  Company  would  certainly  resent  any  such  disclosure  on  the  part  of  the  parties 
that  you  speak  of,  and  they  would  naturally  hesitate,  I  presume,  about  giving  you 
the  information.  Take,  for  instance,  the  parties  that  I  speak  of;  they  have  gone  into 
the  jobbing  business;  that  is,  supplying  the  small  trade  and  dealers. 

Q.  But  you  said  you  thought  tnere  were  a  number  of  such  cases  f — A.  Yes ;  I  should 
say  the  large  majority.  There  were,  all  told,  I  believe,  at  one  time  20  dippers  in  the 
business. 

Q.  And  more  than  one  half  of  them  have  gone  out  of  bnsinessi  having  sold  their 
dipping  plants  to  the  American  Tin  Plate  Company  f — A.  Yes ;  or  else  they  are  making 
plates  m  a  way  that  they  do  not  want  to  disclose  to  the  American  Tin  Plate  Com- 
pany. For  instance,  dippers  generally  redip.  By  redipping  they  make  a  superior 
Sade  of  plate.  Kedipping  means,  of  course,  dipping  what  has  been  dipped  before, 
the  redipping  process  they  contribute  very  largely  to  the  amount  of  coating  on 
that  plate ;  and  by  reason  of  contributing  a  larger  amount  of  coating  the  supposition 
is  that  greater  endurance  is  given  to  that  plate  for  any  purpose.  The  special  brand 
makes  a  difference  in  the  quality  of  that  kind.  I  know  of  some  instances  where  the 
dippers  are  buying  in  carload  lots,  from  larger  jobbers,  plates  that  have  a  very  thin 
coating,  and  then  they  redi]^  them  and  make  out  of  them  a  particular  brand  that 
they  have  been  manufacturing  for  some  years.  They  can  not  secure  those  plates 
through  the  American  Tin  Plate  Company  for  that  purpose. 

Q.  Nor  can  they  secure  the  black  plates  t — A.  Nor  can  they  secure  the  black  plates. 
The  dippers  are  very  loath  to  leave  that  business  until  every  avenue  is  closed  against 
them;  and  that  is  one  of  the  means  that  they  have  been  einploving  lately — buying 
common  tin  plate  from  large  jobbers  and  adding  bv  the  redipping  process  a  larger 
amount  of  coating  to  those  plates  and  getting  an  additional  price,  something  in  pro- 
portion to  the  cost  of  coating. 

Q.  Do  you  know  whether  the  American  Tin  Plate  Company  has  in  any  of  these 
later  instances  that  yon  have  spoken  of  agreed  to  furnish  black  plate  or  this  cheaper 
grade  of  tin  plate,  provided  these  men  would  sell  out  their  dipping  plants  or  enter 
mto  any  special  agreement  with  the  Tin  Plate  Company  about  the  selling  of  their 
tin  plate,  or  do  they  simply  give  the  excuse  that  they  have  sold  their  entire  output 
and  have  nothing  to  furnish f — ^A.  I  know  the  oldest  dipper  in  the  United  States. 
His  contract  is  worked  out.  Being  an  aged  dipper— of  course  they  are  courteous 
gentlemen  and  they  have  some  little  respect  for  age — when  he  went  to  Chicago  to 
visit  them  they  very  politely  told  him  that,  of  course,  they  would  fill  his  orders  for 
black  plate  when  they  had  any  black  plate  to  sell.  They  nave  never  had  any  black 
plate  to  sell,  and  his  needs  have  been  most  urgent.  He  wrote  to  them  in  regard  to 
getting  a  form  of  plate  that  I  spoke  of— the  plate  that  was  thinly  coated — in  order 
uiat  he  might  fill  his  orders  for  his  particular  brands,  and  they  wrote  back  to  him 
telling  him  that  it  was  not  the  disposition  of  the  American  Tm  Plate  Company  to 
encourage  dippers  in  anything. 


1  See  Mr.  Graham,  pp.  849, 850, 863 ;  Mr.  Greer,  p.  928. 
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RKFUSAL  TO  8KLL  TO  DIPPKR8  18  ABBTTIULRY. 

Q.  (B^  Mr.  Clarsx.)  Why  does  not  that  conditioii  of  things  afford  a  good  oppor- 
tunity for  somebody  to  erect  a  mill  for  the  production  of  bl^k  plate t — ^A.  I  Hunk 
that  very  largely  np  to  the  present  time  people  have  been  intimidated  by  reason  of 
the  arbitrary  measures  that  they  hare  adopted,  and,  as  Mr.  Graham  said,  their  abso- 
lute control  of  conditions. 

Q.  How  can  they  absolutely  control  conditions  in  this  great  country  f — A.  I  do  not 
think  they  oan. 

^.  (Bv  Mr.  Fabquhar.)  It  takes  time  to  build  a  plant  and  bring  it  upf— A.  Th^ 
have  a  loll.  good  opportunity  now. 

<^.  (By  Mr.  Clarkk.)  To  be  sure  they  have  a  little  temporary  advantage.  It  takei 
a  little  time  to  build  a  mill.  Why  does  not  somebody  build  a  millf — K,  Donbtlen 
they  will  in  the  future  when  conditions  relax  a  little.  As  I  remarked  before,  you 
gentlemen  are  very  well  acquainted  with  the  pressure  of  the  demand  for  all  iixm  and 
steel  commodities. 

Q.  May  not  that  pressure  of  demand  have  influenced  the  American  Tin  Plate  Com- 
pany somewhat  in  declining  orders  for  black  plates f — ^A.  No;  emnhatically  no. 

Q.  Could  they  have  snppOed  black  plates  for  the  dippers  f — A.  Oh,  without  a  ques- 
tion of  a  doubt. 

Q.  Do  you  know  that  their  own  needs ^A.  (Interrupting.)  Tes. 

Q.  Did  not  call  for  all  their  black  plates  that  they  had  or  could  furnish  f — A.,  W^ 
I  would  draw  my  inference  from  present  conditions.  They  have  approximately  2^ 
mills;  at  the  present  time  there  are  80  of  those  mills  closed  down. 

Q.  (By  Senator  Ktlb.)  Eighty,  did  you  say  f— A.  Tes;  AiUy  80— possibly  more. 

ARBITBART  MBA8URX8  TO  SUPPRXSS  COMFBTITIOK. 

Q.  (By  Mr.  Clarke.)  Ton  are  erecting  black  plate  mills  in  connection  with  your 
new  plant f — ^A.  Yes;  I  am  erecting  a  steel  plant  to  make  my  own  billets  so  as  to  be 
in  inaependent  form,  manufacturing  black  plate,  and  putting  up  an  auxiliary  tinning 
house. 

Q.  You  know  of  no  condition  in  the  laws  of  this  country  that  prevents  yoa  from 
doing  that f — ^A.  No;  or  else  I  certainly  would  not  have  done  so.  I  do  not  think 
there  is  any  moral  obligation  on  my  part  to  remain  out  of  the  business.  I  am  not 
a  native  of  this  countrv.  I  have  been  ^«  ere  since  I  was  a  boy,  and  tin-plate  making 
is  certainlv  mv  birthright,  my  birthgift.  I  know  no  other  business;  nave  always 
been  associated  with  it.  When  I  was  not  making  tin  plate,  I  was  tin  plating  articles 
that  were  made  out  of  sheet  iron. 

Q.  Then  do  you  know  what  oan  be  done  in  the  way  of  public  legislation  to  improve 
your  condition  or  opportunitv  in  that  respect  f — ^A.  No;  lam  assisting  you  gentle- 
men to  diagnose  the  case.  If  there  is  any  disease  there,  why  you  are  the  ones  to 
suggest  a  cure. 

Q.  If  the  law  gives  yon  all  the  rights  you  need,  then  the  question  is  whether  we 
have  anything  to  recommend  f — A.  Well,  there  is  no  question  but  they  have  been 
most  tyrannical  in  their  measures.  The  fundamental  idea  with  them  has  been  at 
all  times  to  keep  competition  away  from  them;  and,  as  I  have  stated  here,  they 
have  resorted  to  the  most  arbitrary  measures  to  do  that.  I  do  not  believe  that  tbey 
would  hesitate  at  anything,  as  long  as  they  could  avoid  the  displeasure  of  the  law, 
to  keep  out  independent  concerns.  I  cited  that  case  at  Avonmore.  They  have  sim- 
ply put  in  about  $60,000  to  keep  other  people  besides  myself  from  getting  pUbte 
machinery. 

Q.  (By  Mr.  Jekks.)  You  stated  a  little  while  ago  that  vou  thought  it  possible  that 
yon  could  fhrnish  some  documentary  proof  of  some  of  the  statements  that  you  have 
been  making  with  reference  to  the  attitude  of  the  company  toward  the  dippers  and 
others.  We  should  be  glad  if  you  could  do  that. — A.  If  that  statement  of  mine 
went  on  record  it  would  be  impossible,  almost  Impossible,  for  me  to  furnish  that 
proof. 

Q.  I  was  going  to  say  that  if  you  could  fhmish  proof  of  that  kind,  it  is,  of  course, 
unnecessary  that  any  names  should  be  put  in  it.  We  should  simply  like  to  have 
information  of  that  kind  well  authenticated  to  us  relating  to  the  dippers. — ^A.  Well, 
I  will  make  an  attempt  in  that  direction. 

making  20  PER  CENT  OR  MORE  BEFORE  C0K80LIDATI0N. 

Q.  What  has  been  the  course  of  prices  for  the  last  few  years  f — ^A.  The  tendency 
of  prices,  ever  since  the  industry  was  protected,  has  been  aownward  until  since  the 
American  Tin  Plate  Company  took  charge  of  tin-plate  making.  Last  year,  the  year 
1898,  we  saw  the  lowest  prices  in  tin  plate  in  the  nistory  of  the  business;  that  is,  in 
this  country. 
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Q.  Were  the  prices  at  that  time  so  low,  owiDg  to  the  severe  competition,  that  in 
your  judgment  it  was  essential  that  a  combination  of  this  kind  be  formed  in  order 
to  prevent  widespread  bankruptcy  on  the  part  of  the  manafactarersf — ^A.  Not  under 
careful  management.  Our  books  are  open  for  inspection  by  anyone.  The  books 
relating  to  our  own  mill  will  disclose  20  per  cent  profit  on  our  investment  for  4 
months  of  last  year. 

Q.  Until  the  time  yon  sold  outf — ^A.  Until  the  time  we  sold  out. 

Q.  You  were  making  20  per  centf — ^A.  Tes;  possibly  exceeding  20  percent. 

Q.  (By  Mr.  Farquhar.)  The  prices  were  lower  than  at  any  time  in  the  history  of 
this  countrvf — ^A.  Yes. 

Q.  (By  Mr.  Jbnks.)  Where  is  your  plant  located  f— A.  Washington,  Pa. 

GOOD  KFFBCTS  OF  NO  UCXNSE. 

O.  Do  you  think  the  location  of  Washington,  Pa.,  is  especially  favorable  f— A.  Yes ; 
as  favorable  at  the  time  as  any  other  location.  We  secure  cheap  fuel.  Transporta- 
tion service  is  all  right.  It  is  peculiarly  fitted  in  one  respect.  You  have  got  a  good 
class  of  workmen  there  by  reason  of  the  fact  that  we  have  no  licensed  places  in  the 
town.  The  rolling  mill  men  as  a  usual  thing  are  addicted  to  the  use  of  intoxicants. 
You  see  our  men  work  3  turns  a  day.  Each  turn  represents  8  hours ;  they  generally 
get  through  in  7^,  and  as  it  is  in  different  portions  of  the  day,  men  going  to  and 
nom  their  work  in  licensed  towns  have  an  opportunity  to  gratify  their  taste  for 
intoxicants  and  generally  gratify  them;  and,  of  course,  then  yon  know  why  your 
men  are  not  there  to  render  service  on  the  particular  turn  that  they  should  work  on. 
In  that  puticular  respect  it  is  beneficial  for  that  particular  industry  at  that  point. 

Q.  (By  Senator  Kyle.)  In  other  words,  as  regards  fbel,  transportation  rates,  etc., 
you  are  no  more  favored  than  Pittsburg  or  some  other  western  townf — A.  No  more 
fiftvored,  no.    Pittsburg  rates  prevail  there  east  and  west. 

FAILURE  OF  ILL-MAN  AGED    CONCERNS    IS    BETTER    THAN  A  TRUST;    BUT    NONE  HAD 

FAILED. 

Q.  (By  Mr.  Jenks.)  You  think,  though,  that  if  yon  could  niake  20  per  cent  on  the 
prices  that  ruled  last  year,  any  other  well-managed  establishment,  fairly  situated, 
might  easily  have  made  sufficient  to  pay  dividends  at  any  ratef — A.  Yes. 

Q.  8o  that  in  your  Judgment  there  was  no  pressure  of  competition  resulting  in 
such  low  prices  than  it  was  really  essential  to  make  a  combination  in  order  to  pre- 
vent bankruptcy  f — A.  I  have  no  doubt  that  some  mills  were  not  making  any  money, 
were  simply  struggling  for  existence,  by  reason  of  improper  management,  it  is  a 
business  that  presents  infinite  details.  I  know  of  no  business  that  presents  more 
details,  and  every  detail  has  to  be  carefully  watched  and  attended  to  in  order  to 
make  a  success  and  a  profit. 

Q.  In  your  judgment  would  it  be  for  tbe  advantage  of  the  country  as  a  whole  that 
establisliments  so  managed  should  go  out  of  basinees  rather  than  that  there  should  be 
a  combination  to  save  them  f — A.  Well,  of  course,  it  was  a  source  of  distress  for  those 
that  were  struggling  for  a  manufacturing  existence  to  struggle  under  that. 

Q.  I  am  speaking  of  the  welfare  of  the  country. — A.  And  it  was  a  grand  relief  that 
something  turned  up  or  discovered  itself  to  relieve  that  distress. 

Q.  I  was  asking  you  a  general  question  with  reference  to  the  welfare  of  the 
country  as  a  whole.  Take  your  time.  Do  you  think  that  on  the  whole  it  is  more 
advantageous  for  the  country  as  a  whole  that  ill-managed  establishments  should  fail 
rather  than  that  they  should  be  taken  into  a  combination  to  save  them  from  fail- 
ure f— A.  Yes;  I  would  say  positively  yes. 

Q.  You  think,  then,  that  the  failure  of  such  establishments  in  the  tin-plate  industry 
as  would  have  failed  had  this  combination  never  been  formed,  would  not  have  injured 
the  country  as  a  whole f — ^A.  No;  that  is,  tbe  evils  resulting  from  such  a  condi- 
tion would  not  be  of  the  same  magnitude  as  the  evils  that  have  arisen  under  trust 
domination. 

Q.  What  proportion  or  what  percentage,  in  your  Judgment,  of  the  tin-plate  estab- 
lishments of  the  country  were  in  such  a  situation  as  thatf — A.  Oh,  I  do  not  think — 
I  could  not  poinfc  to  any  one  in  that  situation,  I  could  not.  There  was  never  a  fail- 
ure amongst  any  of  them. 

Q.  None  at  allf— A.  No.< 

GNASHING  OF  TEETH  WHEN  PROFITS  DROP  FROM  100  PER  CENT  TO  20. 

Q.  You  simply  say  that  while  you  think  there  were  some  such,  you  have  no  special 
definite  idea T— A.  No;  of  course,  there  was  much  wailing  and  gnashing  of  teeth« 


1  See  Mr.  Graham,  p.  365;  Ifr,  Reld,  pp.  896,  967;  Mr.  Moore,  p.  965, 
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but  that  I  think  was  oooasioned  very  largely  by  the  fact  that  we  commcbced  to  mIL 
a  box  of  tin  plate — a  box  of  tin  plate  is  repreeented  as  14  by  20, 100  pounds  base 
there  is  100  pounds  of  plate  in  that  particular  box. 

Q.  Yon  mean  the  plate  in  that  boxf— A.  Yes;  and  I  have  sold  as  a  manofaetnza 
and  as  a  dipper  of  that  plate,  directly  before  the  McKinley  bill  was  in  force,  at  $5.75 
in  carload  lots.  Now,  that  was  the  maximnm  price  that  that  common  grade  of  plate 
reached.  Then  it  grsrdnally  began  to  go  down  nntil  it  reached  the  low  priee  of  |8.ffl. 
Now,  Just  consider  the  distance,  the  diiferential,  between  $5.75  and  $2.G0.  Who 
would  not  wail  and  gnash  his  teeth  at  a  condition  that  would  so  soon  reeolve  itwlf 
in  that  formf 

Q.  (By  Senator  Ktlb.)  Between  what  dates f^A.  Between  1891 — ^in  a  period  of  6 
years. 

Q.  (By  Mr.  Jknks.)  At  this  price  of  $2.60  you  were  still  making  a  profit  of  20  psr 
cent  on  your  investment  f — A.  Yes. 

Q.  (By  Mr.  Farquiiar.)  What  was  yonr  profit  at  $5.75f— A.  Almost  lOO  per  cent. 

Q.  (By  Mr.  Jbkks.)  Then  you  mean  to  say  that  for  the  first  4  years  after  yon  went 
into  business  you  made  about  100  per  cent  a  year t — A.  On  our  inyestment. 

Q.  Yon  double<l  yonr  money  every  year  for  a  time  f— A.  For  2  or  3  je&rs  it  was 
possible  to  do  that;  but,  of  course,  as  I  said,  it  declined  from  $5.75  until  it  reakched 
the  low  level  of  $2.60. 

<j.  (By  Senator  Kyle.)  And  you  were  making  20  per  cent  then f— A.  We  made  20 
per  cent  last  year.  I  speak  now  as  president  of  the  concern  that  I  was  associated 
with. 

Q.  (By  Mr.  Jbnks.)  You  say,  theu,  that  from  the  time  you  went  into  the  tin-plate 
business  in  this  country  nntil  yon  sold  out  to  the  American  Tin  Plate  Company  yoi 
never  made  less  than  20  per  cent,  and  before  the  McKinley  bill  you  msde  more  thas 
that  for  some  years  f — A.  Yes. 

Q.  (By  Mr.  Farquhar.)  How  many  times  do  you  turn  your  capital  overf— 
A.  Four  or  five  or  six  times. 

Q.  How  many  times  during  a  twelvemonth  according  to  yonr  methods f — A.  We 
had  4  mills.  VV'e  would  turn  it  over  three  times  at  the  low  prices  I  spoke  of.  We 
would  do  approximately  a  business  of  $350,000  a  year  on  a  capitalization  of  $115,000.* 

BEGINNINGS  OF  THX  BUSINESS. 

Q.  (By  Mr.  Clarke.)  Where  were  you  engaged  in  the  tin-plate  business  prior  to 
18911— A.  In  Pittsburg. 
Q.  How  long  had  you  been  in  ittheret-*-A.  I  commenced  to  manufacture  special 

frades  of  roofing  plate  in  1888,  and  have  always  been  engaged  in  tin  plating — tnaiiB, 
uring  the  major  part  of  my  existence — in  Pittsburg.  You  understiuid  what  I  mean 
by  tin  plating? 

Q.  Yes. — A.  Coating  iron  with  tin. 

Q.  How  large  an  establishment  did  you  then  havef — A,  We  commenced  with 
simply  1  bath,  turning  out  only  50  boxes  a  day. 

Q.  That  you  call  a  small  business f — A.  To-day,  yes;  that  was  a  small  business,  yes. 

Q.  There  was  practically  very  little  tin  plate  manufactured  in  this  country  f — ^A. 
None  at  all  at  that  time.  You  understand  that  we  did  not  manufacture  it  from 
the  beginning  to  the  end.  We  secured  black  plate,  which  we  imported,  and,  as  I 
remarked  before,  we  secured  black  plate  from  the  sheet  mills. 

Q.  You  manufactured  roofing  plate  almost  exclusively  f — ^A.  Exclusively.  We 
manufactured  no  black  plate.  1  might  state  that  the  plate  that  I  speak  of  that  we 
secured  from  sheet  mills  would  hardly  be  of  the  quality  or  kind  that  yon  could  make 
bright  tin  plate  or  coke  plate,  or  charcoal  bright  plate  from — only  roofing  plates. 

Q.  Was  there  a  good  profit  in  the  business f — ^A.  At  that  particular  time? 

Q.  Yes. — A.  Yes;  we  made  money  from  the  very  beginning. 

Q.  Why  did  not  a  larger  number  of  people  go  into  it  if  it  was  so  profitable  t — ^A. 
Well,  it  was  a  new  venture.  Now,  understand  me,  we  only  made  a  special  grade  of 
plate,  a  special  brand.  Fur  instance,  at  that  particular  time  vou  are  talking  about— 
the  ordinary  grade  of  roofing  plate  has  almost  invariably  oeen  sold  in  20  by  28 
size — the  common  plate  was  sold  at  $8.75,  while  we  were  selling  to  the  dealers  the 
plate  that  1  speak  of  that  we  manufactured  at  $15.50  a  box.  It  was  not  possible  at 
that  time  to  manufacture  the  common  grade  of  plate. 

INTERFERENCES  BY  THE  TRUST  CAN  PERHAPS  BE  NEUTRALIZED. 

Q.  Now^  ^ou  know  of  no  conditions  to  prevent  anybody  from  going  into  the  manu- 
facture of  either  tin  or  terne  plates  and  making  money  in  the  business  if  they  man- 
age the  business  carefully  and  wellf — ^A.  No  present  conditions,  no.    I  think 
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interfiBrence  Oimt  the  tmst  has  placed  in  the  way  of  anyone  desirooB  of  goiAg  into 
the  husineea  with  the  requisite  basioess  knowledf^^e  can  be  nentrallzed. 

Q.  Yon  regard  the  conaitions  and  restraints  that  they  attempt  to  place  npon  their 
customers  as  distinctly  against  the  interests  of  trade,  in  limitation  of  trade,  do  you 
not! — A.  Oh,  yes. 

Q.  Do  you  consider  them  as  violations  of  existing  laws  t — ^A.  I  must  confess  to  very 
little  knowledge  on  that  subject,  but  from  what  I  have  read  and  from  what  I  have 
studied  I  would  say  yes. 

Q.  Have  yon  taken  counsel  on  the  subject  to  know  whether  you  had  any  right  to 

protect  yourself  against  any  such  restrictions  f — ^A.  No;  no,  I  never  deemed  it  essen- 

ial  to  go  that  far.    I  thought  possibly  I  might  prove  superior  to  the  int«rferenoe 

that  I  spoke  of. 
t 

htdepsndbnt  concerns  can  make  tin  plate  cheaper  than  the  combination  can. 

Q.  (Bv  Mr.  A.  L.  Harris.)  If  the  American  Tin  Plate  Company  should  become  well 
established  in  business,  what  will  be  the  opportunities  for  small  concerns  to  go  in 
and  do  a  profitable  business  f — A.  I  may  be  overpresnming  in  answering  -that  ques- 
tion, but  I  think  really  that  independent  concerns  can  make  the  tin  plate  cheaper 
and  administer  the  economies  in  the  business  much  better  than  the  American  TiB 
Plate  Company  under  its  present  organization  and  administration. 

Q.  What  I  desired  to  get  at  was  this:  Would  there  be  any  danger  of  the  American 
Tin  Plate  Company,  with  its  large  amount  of  capital,  freezing  the  small  men  ontf — 
A.  That  is,  by  underselling  themf 

Q.  Yes ;  by  underselling  them. — A.  Well,  I  intended  to  answer  that  qoestiAn  in 
the  remarks  that  I  made,  that  1  thought  the  independent  concern  oonid  posaibly 
economize  to  a  greater  extent,  that  concern  being  directly  under  the  owner's  eye, 
than  the  Americau  Tin  Plate  Company.  I  have  not  the  least  hesitancy  in  saying 
that  it  is  costing  them  more  to-day  to  manufacture  tin  plate  under  their  present 
operations  and  administration  than  it  was  under  individual  ownership,  because  the 
man  that  owned  the  ]>lant — ^he  was  directly  on  the  ground,  and  if  be  had  practical 
knowledge  of  the  business  he  was  cudgeling  his  brain  all  the  time  in  the  direction 
of  his  own  interest.^ 

Q.  (By  Senator  Kyle.)  That  does  not  correspond  with  the  testimony  that  has  been 
given  in  regard  to  the  silver-plate  companies  and  these  others.  All  of  these  gentle- 
men testified  that  there  was  a  saving  in  the  organization  by  having  one  president 
and  one  set  of  officers. — ^A.  Well,  I  know  that  is  a  controverted  ease. 

RUNNING  LESS  BBGULARLT  THAN  UNDER  THE  OLD  MANAGEMENT. 

Q.  (By  Mr.  Jsnks.)  Is  the  plant  that  you  formerly  owned  being  run  now  by  the 
American  Tin  Plate  Company  t — A.  Is  it  m  operation  t 

Q.  Yes.— A.  No. 

Q.  They  have  closed  the  one  that  you  soldt—A.  Yes;  they  were  running  up  to  a 
few  days  ago;  they  had  run  for  7  da^a.  Prior  to  the  7  days  they  were  olosed  down 
for  3  weeks.  They  have  not  worked  the  men  one-fourth  of  their  time  since  the  Ist 
of  June ;  a  condition  that  never  existed  under  the  former  management. 

Q.  Under  the  former  management f — ^A.  Yes;  or  conditions. 

PAY  ROLL  INCREASED— COST  OF  SUPERINTENDENCE  NOT  APPRECIABLT  DIMINISHED. 

Q.  Do  you  know  about  the  cost  of  the  superintendence  of  the  plants  under  the 
management  of  the  American  Tin  Plate  Company  as  compared  with  what  it  was 
before  t — A.  I  know  their  pay  roll  has  been  much  larger. 

Q.  That  is,  the  pay  roll  for  the  average  workmen  or  the  pay  roll  for  the  officers? — 
A.  No;  I  mean  the  pay  roll  as  far  as  the  labor  representation  is  concerned  directly 
-  at  the  mills.  I  know  the  pay  roll  was  larger  before  the  advance  was  granted  to  tJ^e 
tin-plate  workers,  which  was  granted  last  Jnlv.' 

Q.  How  about  the  pay  roll  of  the  superintendents  f  Yon,  for  example,  being  presi- 
dent of  the  company,  had  others  associated  with  you — other  officers  of  the  com- 
pany. Yon  had  vour  salaries.  Do  yon  know  whether  the  men  who,  under  the 
management  of  the  American  Tin  Plate  Company,  took  your  places  received  as 
much  as  you  were  receiving f— A.  No;  there  has  been  a  change  made  in  that  respect. 
For  instance,  I  had  my  superintendent  there^enperintendent  of  the  mills;  I  had  my 
superintendent  of  the  tinning  department.  They  are  getting  practically  the  same 
salary r-they  are  getting  identically  the  same  salary  that  I  paid  them.  My  salary, 
of  course,  has  been  lopped  off— cut  off  clean.  That  has  been  taken  of  coarse  by  what 
is  known  as  the  district  manager.  And  in  his  particular  bailiwick  he  might  iiave  7 
or  8  mills. 

1  See  Mr.  Graham,  pp.  855, 857.  *  See  Mr.  Beld,  pp.  876, 877. 
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Q.  So  that  yoa  think  that  the  American  Tin  Plate  Company  has  not  saved  Ttry 
mnch  in  the  salaries  of  its  snperintendents  of  these  different  plants f — A.  No;  by 
reason  of  the  change  of  management  and  the  results  of  that  change. 

Q.  (Bv  Mr.  Farquhar.)  Yoa  gave  testimony  a  short  time  ago  as  to  the  infinite 
details  in  this  tin-plating  basiness.  Is  it  not  a  fact  that  a  good  man^  of  yoor  offi- 
cers—officers  with  nominal  titles  in  yonr  organization — were  ail  operating  msoagen; 
that  iSy  they  held  not  fancy  titles  simply,  oat  in  yonr  own  mills  and  other  milU, 
those  that  were  called  president  and  vice-president  and  saperintendenta  were  mes 
who  were  really  at  the  head  of  yonr  yarions  Babdivisions — in  practical  control  and 
care  of  the  mill  proper? — A.  Oh,  yes;  they  had  practical  knowledge  of  the  bosinesi, 
and  were  the  best  men  we  coald  get  pnt  in ;  that  is  qnite  correct. 

Mr.  Farquhar.  That  answers  the  qaestion.  It  is  the  change  of  the  baafaiees;  it 
is  not  the  title  itself.    The  basiness  is  totally  different  from  almost  any  other. 

The  Witness.  Tes. 

THX  owitkr's  ktr  sspbciallt  nsedkd  in  tin-platk  MAKnra. 

Q.  (By  Mr.  Ratchford.)  I  would  like  to  ask  if  the  witness  can  give  any  reasons 
showing  wherein  the  conditions  in  the  tin-plate  indastir  differ  materially  from  tlM 
conditions  in  any  other  industry  as  regards  the  cost  of  production  f  If  there  be  a 
saving  in  the  tin  industry  by  individual  ownership,  why  does  the  same  not  apply  to 
others,  so  far  as  you  knowt — A.  Well,  the  difference  would  only  be  marked  in  thai 
statement  that  I  made  before — that  1  know  of  no  industiv  that  has  so  many  detaik 
associated  with  it;  and  you  have  got  to  take  care  of  all  the  details  to  get  a  good 
general  result.  Neglect  of  one  of  the  most  minute  details  might  depreciate  tbt 
value  of  your  plate  when  it  is  finished  25  or  50  per  cent,  or  might  render  it  almost 
altogether  worthless. 

Q.  Is  it  to  be  assumed  that  men  who  are  officers  of  the  combination  and  who  are 
paid  salaries  are  not  as  carefhl  in  looking  after  details  aci  was  the  original  owner  of 
uie  plant  t — A.  The  district  manager  is  supposed  to  supervise,  saperintend,  and  direct 
the  manufacturing.  Now,  his  district,  as  I  said  before,  possibly  will  number  5  or  6 
different  mills  or  works,  representing  possibly  20  or  30  mills.  It  is  simply  impoasible 
in  a  business  involving  so  many  details  for  one  man,  making  his  appearance  onoe  a 
week,  even  though  he  is  a  practical  fellow  and  possesses  a  world  of  information  on 
that  subject  to  get  good  results. 

Q.  Has  not  that  general  manager  superintendents  over  the  men,  and  nnder  tiie 
superintendents  foremen  over  every  department  t — A.  Yes. 

Q.  Who  are  supposed  to  look  after  it  T — A.  Who  are  supposed  to  look  after  it.  But 
when  there  is  no  one  to  look  after  your  saperintendent  daily,  why  look  ont  ibr 
resolts.i 

COMPARISON  OF  RESULTS  AS  A  SUBSTTTUTB  FOR  THE  OWNER'S  ETB. 

Q.  (By  Mr.  Jenks.)  Do  you  know  whether  the  American  Tin  Plate  Company 
requires  reports  daily  in  detail  iVom  each  one  of  its  superintendents  as  to  metnods 
of  manufacture,  cost  of  manufacturing,  and  all  of  the  important  details  f — ^A.  As  to 
the  details  of  tne  business,  yes. 

Q.  So  that  one  mill  can  be  checked  up  against  the  other,  and  in  that  way  they  can 
bring  pressure  to  bear  upon  the  managers  sometimes  that  is  practically  folly  as 
great  as  coald  be  brought  to  bear  where  there  is  an  active  manager  in  person.^A. 
That  is  their  policy ;  not  daily  reports—that  would  hardly  be  possible— oat  weekly 
or  triweekly  reports. 

Q.  In  your  judgment  that  system  of  competition  brought  aboat  by  dail^  reports 
to  one  central  officer^  with  the  possibility  of  a  man  losing  his  position  if  his  report 
does  not  show  as  favorable  results  as  do  the  others,  is  not  as  efficient  as  the  former 
system  f — A.  It  is  not  as  efficient,  although  that,  of  course,  is  an  incentive  on  the  part 
of  the  superintendent  to  exercise  himself  to  the  extent  of  his  ability  if  he  wishes  to 
maintain  his  position. 

EFFECT  OF  WEAK  COMPETITORS  UPON  AN  INDUSTRY. 

Q.  Ton  spoke  of  the  fact  that  you  had  no  doabt  that  there  were,  before  the  forma- 
tion of  the  tin-plate  company,  some  establishments  at  any  rate  that  were  making 
but  very  little  money,  or  were  perhaps  losing  money. — Oh,  I  should  not  like  to  say 
that  they  were  losing  money.  I  think  that  possibly  the  weak  ones  financially  were 
almost  all  making  money — ^were  all  making  money.' 

Q.  At  the  same  time  some  were  making  very  little  money  f — A.  I  think  probably 
that  was  the  case. 

W   -I   111 1 ■ ■!  I ■  -  ■III  ^■■■■^M      II 
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Q.  The  qnestion  in  mind  is  this :  What  is  the  eeneral  effect  upon  any  industry  of 
having  several  of  the  competing  establishments  in  such  a  position  that  they  are 
making  no  money  or  are  even  losins  money  f  What  is  likely  to  be  the  effect  of  sach 
a  condition  apon  those  who  are  maKinff  money  f  Is  there  aoy  more  danger  of  their 
cutting  prices  undnly,  any  danger  of  tueir  becoming  moie  dangerous  competitors 
than  the  stronger  establishments  f — A.  I  do  not  thoroughly  understand  your  ques- 
tion.   Kindly  put  it  in  a  little  plainer  form,  please. 

Q.  It  is  often  said  among  rauroads  that  tne  most  dangerous  competitor  is  the 
bankrupt  road,  because  it  has  to  get  business  anyway  and  will  take  business  at 
lower  rates  than  the  railroad  will  that  is  paying  dividends.  In  your  judgment  does 
the  same  thinff  hold  in  general  business  t  When  an  establishment  is  about  on  its 
last  legs  is  it  likely  to  be  the  one  that  will  cut  the  most  severely  in  order  to  get  rid 
of  its  stock  and  get  a  little  oiash  in  handf — ^A.  Well,  they  energize  themselves  to  a 
condition  of  desperation :  that  is,  it  inspires  them  to  a  greater  extent — their  dis- 
tresses and  their  almost  bankrupt  condition — to  exert  themselves  so  as  to  work  out 
their  salvation  if  possible.  That  is  a  spur  and  incentive  that  is  not  with  the 
prosperous  concern. 

Q.  (By  Mr.  Farquhak.)  The  question  that  was  asked,  as  understood  here,  was 
this:  Is  a  weak  orsemisolvent  concern  in  the  tin-plate  trade  dangerous  to  the  whole 
trade  f — A.  The  great  danger  in  that  condition  would  be  the  tendency  on  the  part  of 
that  weak  concern,  I  suppose,  if  business  was  dull,  to  out  prices  in  order  to  get 
orders. 

Q.  Then  what  makes—what  is  the  next  cut  they  make  after  prices  f — ^A.  Well,  they 
cut  their  own  throat. 

Q.  (By  Mr.  Farquhar.)  How  about  wages f — A.  Of  course,  that  is  inseparably 
associated. 

Q.  (By  Mr.  Ratcbford.)  Is  the  weaker  concern  more  likely  to  cut  prices  and 
wages  than  the  stronger  concern  f — A.  There  is  more  of  a  necessity  for  them  to  do  so. 

GOOD  WORK  OF  THE  AMALGAMATED  ASSOCIATION. 

Q.  (By  Mr.  Farquhar.)  So  that  the  legitimate,  true,  and  proper  outcome  is  that 
both  the  manuflMturers  and  wage-earners  have  got  to  carry  the  weak  concerns  f — A.  • 
Yes;  although  that  condition  could  not  exist  in  the  tin-plate  business — never  has 
existed — because  the  labor  representation  has  been  dominated  by  a  very  strong 
organization. 

Q.  And  an  organization  in  harmony  with  you  manufacturers f — A.  Always.  Only 
at  our  annual  meetings 

Q.  (Interrupting.)  You  said  the  failure  came  to  both  the  manufacturers  and  the 
workmen  f— A.  Our  interests  were  inseparably  associated. 

PRICKS  DBGLINBD  BSCAU8S  PROFITS  WERE  VERY  LAROK. 

Q.  (By  Mr.  A.  L.  Harris.)  Do  I  understand  you  to  say  that  the  reduction  of  rates 
finom  $5.75  when  you  bezan  to  $2.60  last  year  was  caused  by  cutting,  or  was  it  rather 
a  gradual  reduction  f — A.  No;  I  think  it  was  the  result  of  there  lining  a  very  large 
profit  in  the  business^  and  not  a  proper  business  representation  upon  the  part  of  the 
men  that  had  the  mills,  who  would  place  orders  a  year  ahead  in  their  anxiety  to 
know  that  the  future  was  provided  for  to  some  extent. 

COMBINATION  NOT  A  NECBSSITT. 

Q.  (By  Mr.  Farquhar.)  Now,  one  plain  question.  As  far  as  you  know,  was  there 
any  necessity  in  the  tin-plate  trade  for  the  formation,  in  December,  1898,  of  a  com- 
bine, association,  or  trust,  called  the  American  Tin  Plate  Company  f — A.  No;  it  had 
not  reached  that  extent  yet. 

Q.  Competition  had  not  reached  a  position  to  drive  them  to  protect  themselves 
against  each  other  in  anv  way  t — A.  No. 

Q.  Nor  the  profits  in  tne  markets  had  not  done  itf — A.  No. 

Q.  And  the  great  demand  that  came  also  in  1898  for  iron  and  steel  was  still  a  great 
incentive  for  them  to  stay  off  and  not  incorporate  f — A.  Of  course,  the  price  of  mate- 
rials went  up  amazingly  when  this  demand  came,  and  our  prices  certainly  would 
have  to  sympathize  with  the  price  of  material. 

Q.  To  your  mind  there  never  was  the  necessity,  either  in  the  strength  of  com- 

getition  nor  in  the  extension  of  markets,  to  bring  forward  a  combination  of  this  kind 
1  the  trade f — A.  No;  not  a  positive,  pronounced  necessity. 

PURPOSE  OF  THE  COMBINATION. 

Q.  (By  Senator  Kyle.)  When  these  promoters  yisited  you  first,  in  the  interest  of 
the  American  Tin  Plate  Company,  did  taey  express  anything  to  yon  as  to  the  avowed 
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purpose  of  the  formation  of  this  company  or  trastt  What  was  the  object  of  the 
trostf — A.  Oh,  yes;  they  gave  ns  to  understand  that  if  the  trust  was  formed  of 
course  it  would  hold  absolute  sway. 

Q.  And  the  pur[)o«e  was,  then,  to  crush  competition  eotirely  and  to  raiae  tke  prise 
of  tin  plate  f — A.  Of  course,  they  would  not  say  it  in  as  strong  phraseology,  but  they 
would  say  it  in  another  way. 

Q.  That  was  indicated  to  yon  as  the  purpose  of  the  organizatioiif — A.  Oh,  yes; 
that  was  indicated.  Yon  take  my  couartners ;  they  were  as  strong  as  myself.  There 
was  an  iudisposition  on  my  part,  ana  there  was  an  apprehension  on  their  part  that 
we  could  not  manufacture  after  the  American  Tin  Plate  Company  took  hold  of  the 
bosiness. 

Q.  They  did  not  rapresent  this  to  you  on  the  ground  of  economy  f — A.  Oh,  no. 

Q.  You  pretty  nearly  knew  that  you  could  manufacture  tin  plate  cheaper  than  the 
combination  could t — A.  No;  they  save  me  every  assurance  that  I  could  roftliie  a 
larger  s^ary  than  I  ever  realized  when  I  was  in  the  business. 

PRICK  OF  TIN  PLATE  HAS  RISBN  MORS  THAN  COST  OF  MANUVACTUBB. 

Q.  Now,  as  regards  the  prices,  you  were  getting  a  specific  price;  I  think  ii  was 
$2.tt)f^>A.  At  the  time  we  abandoned  our  business. 

Q.  What  time  was  the  trust  formed  t— A.  It  was  conoommated  in  the  early  part 
of  December,  1898. 

Q.  Since  then  tiie  price  of  tin  plate  per  box  has  materially  advanoedf — ^A.  Tes; 
from  $2.60  up  to  $4.65. 

Q.  In  the  meantime  the  raw  material  has  advanced  very  considerably  f — ^A.  Veiy 
considerably. 

Q.  What  percentage  do  von  say  is  the  increase  in  raw  material  f — ^A.  Fully  100  per 
oent ;  that  is,  in  tin-plate  bars. 

Q.  And  wages  have  increased f — A.  Fully  15  per  oent,  skilled  labor;  10  per  oent» 
common ;  and  the  price  of  tin  ulate  has  advanced. 

Q.  About  how  muchf — A.  Well,  it  has  advanced  about  82  per  cent. 

Q.  Eighty-two  per  cent f— A.  Yes. 
•    Q.  (By  Mr.  Jbnks.)  Do  you  think  on  the  whole  that  the  prices  of  raw  material 
and  wages  have  been  increased  proportionately  to  the  increase  in  the  price  of  the 
product  f— A.  The  increase  in  price  has  been  more  than  proportionate  to  the  ooet  of 
making  tin  plate.' 

DBTAILS  OF  COST. 

If  you  wish  positive  data  in  that  respect  I  can  ^ive  them  to  you.  I  have  reference 
to  my  own  plant.    I  formulate  prices  on  that  basis. 

Q.  To  what  extent  in  your  judgment  have  the  tin-plate  company  been  able  to 
realize  their  hopes  and  expectations  f— A.  Well,  this  is  only  private  opinion.  I 
think  they  have  been  woefully  disappointed. 

In  1898,  when  we  sold  our  plant  to  the  American  Tin  Plate  Company,  the  price  of 
coke  plates  was  $2.60  a  box,  14  by  20,  100-pound  base.  That  is  tne  base  on  which 
we  formulate  all  our  prices,  100  pounds,  14  by  20.  The  cost  of  making  that  plate  to 
ns  was  $2.40  a  box;  we  were  getting  $2.60.  Now,  the  American  Tin  Plate,  of  course, 
would  take  exceptions  to  tliat  statement.  We  have  what  is  known  as  wasters,  that 
is,  imperfect  plates,  which  we  sold  at  that  time  for  25  cents  a  box  less.  8ubstract 
the  difference  of  25  cents  from  $2.60,  and  that  woojd  make  $2.35  the  selling  price, 
and  the  cost  $2.40.  And  on  those  oommon  grades  orplates  we  averaged  about  5  per 
oent  of  wasters.  So  you  see  that  we  were  gleaning  a  profit  on  the  common  grade 
of  plate  which  cost  us  $2.40  and  we  were  selling  at  $2.60.  Of  course,  we  made  the 
higher  grades  of  plate ;  we  made  these  special  brands  for  jobbers  that  commanded  a 
higher  premium  or  protit  than  the  common  plates.  That  was  when  we  paid  $17.50 
for  bars.  Now,  bars,  as  I  remarked  before.  I  coald  not  buy  to-day,  if  I  could  buy 
them  at  alj,  I  could  not  buy  possibly  for  less  than  $40  a  ton.  I  do  not  mean  to  say 
that  the  American  Tin  Plate  Company  is  buying  bars  at  $40  a  ton.  It  was  our  prac- 
tice to  make  our  cod  tracts  for  tin-plate  bars  for  six  months.  They  may  possibly  make 
them  for  a  year.  I  think  their  president,  Mr.  Reid,  stated  that  by  reason  of  buying 
in  large  quantities  they  bought  much  cheaper.  They  may  possibly  be  paving  |3U 
for  their  bars  per  ton.  Thirty -dollar  bars,  with  the  increase  in  the  genersl  cost  of 
manufacturing,  representing  the  advance  that  has  been  given  the  men  and  the  ^reat 
advance  that  has  been  made  in  tin  that  represents  the  coating  upon  the  black  iron, 
should  make  tin  plate  cost  $3.54  a  box,  which  tHey  are  selling  for  $4.65  a  box. 
Of  course,  I  might  say  that  it  is  only  conjectural  on  my  part  as  to  what  they  are 
paying  for  bars.  I  did  buy  some  bars  a  short  time  ago,  1,000  tons,  for  $36  a  ton. 
Now,  I  know  that  I  can  make  coke  plates,  the  common  grade  of  coke  plates,  with 
$36  bars  and  32-cent  tin—tin  is  not  32  cents  to-day;  it  has  declined  to  26— for  $3.84.' 
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Q.  (By  Mr.  Jbnks.)  What  did  yon  say  the  market  price  isf— A.  $4.66.  Is  that  all 
the  information  that  yon  desire  f 

Q.  I  think  that  covers  it.—A.  Now,  I  do  not  say  that  the  American  Tin  Plate 
Company  coald  do  it.  Of  conrse  they  would  say  they  conld  not.  I  formulate  these 
prices  from  the  standpoint  of  my  own  experience,  added  to  the  adyances  that  have 
Deen  made  on  all  the  constituents  that  enter  into  the  manufacture  of  tin  plate. 

MANUFACTURERS  WOULD  HAVB  6TOPPBD  THK  VALL  OF  PRICKS. 

Q.  (By  Mr.  Ratchfokd.)  I  understand  you  to  say  that  there  was  really  no  neces- 
sity for  a  comhination  in  tlie  tin  industry f — A.  No  absolute  necessity;  no. 

Q.  The  fact  that  prices  have  declined  so  largely,  from  upward  of  $5  a  box  to  $2.60 
per  box,  within  a  few  years  prior  to  the  organization  of  the  combine,  would  not 
that  indicate  that  there  was  a  necessity  f  And,  furthermore,  the  fact  that  prices 
have  advanced  from  $2.60  to  upward  of  $4  since  the  organization,  would  not  that 
tend  to  prove  that  the  organisation,  or  the  combination  as  it  is  called,  at  least  has 
accomplished  its  purpose  to  preserve  prices  and  enable  itself  to  mtiintiain  wa^esf — 
A.  Well,  they  have  accomplished  their  purpose  as  far  as  the  advance  of  prices  is 
concerned.  There  is  no  Question  but  the  American  Tin  Plate  Trust,  as  long  as  they 
govern  conditions,  will  place  prices  to  the  full  limit. 

Q.  How  aboat  wages  f — ^A.  They  granted  a  15  per  cent  advance  to  their  skilled 
workmen;  20  per  cent  was  asked. ^  They  were  in  such  a  position  that  they  could 
not  afford  to  get  away  from  granting  that  advance. 

Q.  If  prices  had  continued  to  decBne,  is  it  your  opinion  that  they  would  inevita- 
bly have  had  to  fall  back  on  their  workmen  and  reduce  their  wages  f — ^A.  Yes ;  oh,  yes. 

Q.  There  is  no  doubt  about  that  part  of  itf — A.  No. 

Q.  (By  Senator  Kylb.)  Do  you  think  the  price  would  have  declined  even  had 
this  trust  never  been  formed f — A.  No;  I  think  it  had  reached  its  limit. 

Q.  Reached  its  level f — ^A.  Yes;  because  there  would  have  been  a  concerted  notion 
on  the  part  of  the  manufacturers  if  this  thing  had  not  discovered  itself,  if  this  trust 
had  not  developed.  We  had  been  trying  to  do  that  thing,  to  arrange  some  method 
bv  which  we  could  maintain  prices,  for  2  years  prior  to  this.  It  does  not  make  any 
difference  how  much  profit  you  were  making  in  the  beginning,  of  coarse;  your  eyes 
always  looked  longingly  to  the  largest  amount  yon  did  make  in  the  business,  and 
the  further  you  ^et  away  from  that  the  greater  tne  longing  on  your  part  to  get  back 
as  nearly  as  possible  to  the  original  condition.    That  is  only  human  nature. 

NO  IfANUFACTURBR  WOULD  ADMIT  THAT  HE  WAS  LOSINO  MONEY. 

Q.  (By  Mr.  R\tchford.)  At  that  limit  of  $2.60  a  box,  you  state  that  the  manu- 
fkcturers  were  making  a  fair,  reasonable  profit  f— A.  I  stated  that  we  were  making  20 
per  cent  during  the  last  9  months  of  our  manufacturing  existence.  There  was  no 
manufacturer  that  would  admit  that  he  was  losing  money.  Some  have  told  me  that 
they  made  over  25  per  cent  last  year.  Of  course,  they  may  have  made  very  largely 
special  grades.  There  was  not  that  cut  in  special  grades  of  plate.  For  instance, 
when  I  first  commenced  to  manufacture  tin  plate  in  the  orthodox  way — that  is,  man- 
ufacturing from  the  bars — we  sold  a  high  grade  of  tin  plate  for  $9.50;  that  is,  a 
special  brand ;  and  we  were  selling  at  $9.50  when  we  went  out  of  the  business, 
lliere  was  not  that  decline  in  special  brands  of  plate.  To  even  up  the  small  margin 
on  those  ordinary  grades,  the  grades  that  represented  the  largest  amount  of  tic  plate 
that  was  miMie,  we  generally  covered  ourselves,  more  than  covered  ourselves,  in  the 
special  grades  that  we  made. 

PRICES  FELL  50  PER  CENT;  PROFITS,  80;  WAGES,  20. 

Q.  (By  Senator  Kyle.)  During  this  time  of  the  fall  of  tin  plate  from  $5.75  to 
$2.60,  a  fall  of  over  50  per  cent  as  regards  your  finished  product,  what  was  your  fall 
in  wages  paid  to  emplojeesf — A.  I  can  not  speak  authoritatively,  but  as  far  as  my 
recollection  will  serve  me  I  should  say  20  per  cent. 

Q.  It  did  not  decline  in  the  same  ratio,  then,  as  the  costf — A.  No. 

Q.  (Bv  Mr.  Jenkb.)  There  had  been  also  a  decided  decrease  in  the  cost  of  your 
material  during  that  time  f— A.  Oh,  yes.  At  that  time  you  could  buy  tin-plate  bars 
for  $25  a  ton.  The  lowest  price  we  bought  tin-plate  bars  for  was  $17.50,  during  the 
year  you  speak  of.  Some  might  have  made  a  better  bargain  and  bought  them  for 
$16.50. 

Q.  The  highest  price  you  said  was  $25f — A.  During  the  time  you  speak  of,  I  think 
it  possible  that  bars  could  have  been  bought  at  that  time  for  $25  a  ton. 

Q.  (By  Mr.  Batchford.)  They  are  $36  now  f — A.  That  is  what  I  bought  them  for, 

>  See  Mr.  Orabam,  p.  858. 
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bat  possibly  yon  conld  not  get  them  now  for  $36.    The  market  price  for  billets  is  $36, 
and  there  is  generally  $2  difference  between  the  billet  and  the  bar. 

Q.  (By  Senator  Kylk.)  Yon  were  making  100  per  cent  in  the  first  instaneey  tlienf— 
A.  Yes. 

And  at  the  last,  20  per  cent  profit  f — ^A.  Yes. 

A  fall  of  80  per  cent  as  regards  your  profit f — ^A.  Of  coarse;  every  year  wecoa- 
tinned  in  the  basmess  oar  knowledge  was  expanding  and  growing. 
Q.  Your  wages  had  decreased  20  per  cent f— A.  90  per  cent;  yes. 

UNBAJSIITBSS  AND  APPBBHSN8ION  OF  TBX  WORKMEN. 


I 


Q.  (By  Mr.  Jbnks.)  Yon  say  that  since  the  American  Tin  Plate  Comi»aay  has  beoi 
formed  they  haye  advanced  wages  some  15  per  cent  or  10  per  cent  for  difTercat 
grades.  Are  the  workmen  on  the  whole,  do  yon  tbinki  pleased  with  the  Amerieaa 
Tin  Plate  Company  f  Do  they  consider  i  t^  on  the  whole,  for  their  advantage  ih«i  tiiis 
tin  plate  company  has  been  organised  f — A.  At  the  present  timef 

Q.  At  the  present  timef — ^A.  No;  I  think  that  the  workmen  generally  are  standing 
on  the  ragged  edge  of  desperate  thought  and  feeling.  No ;  a  spirit  of  nnoaaiposs 
and  apprehension  has  taken  possession  of  the  workmen. 

Q.  (By  Mr.  Jemkb.  )  What  reason  have  you  for  thinking  so? — ^A.  I  oome  in  frequent 
contact  with  them,  by  reason  of  the  mills  1  am  baildinff.  The  highest  skill  in  the  tin 
plate  mills  is  exercised  by  what  are  known  as  the  rouers.  There  are  816  roll^ns  for 
the  272  mills  that  1  speak  of. 

Q.  That  are  in  the  American  Tin  Plate  Company? — A.  Yes.  I  had  application  for 
a  small  plant  that  I  am  building  from  150  rollers  out  of  the  816.  By  the  way,  I  met 
a  representative  laborer  in  the  tm-plate  industry  a  few  days  ago.  He  is  a  man  that  is 
looked  up  to  by  reason  of  somewhat  superior  intelligence,  and  he  sways  the  thoogfat 
and  sentiment  to  a  very  great  extent  of  the  men  he  comes  in  contact  with ;  that  is,  of  the 
men  that  are  represented  in  that  industnr.  I  asked  him  for  an  expreesicHi  as  £ar  as 
he  was  concemed,  and  as  tiu*  as  the  men  ne  comes  in  contact  with  in  Pittsburg  were 
concerned.  Yesterdav  afternoon  he  placed  this  in  m)r  hands.  Now,  I  can  not  give 
his  name,  by  reason  of  the  fact  that  he  would  not  remain  in  the  employ  of  the  Ajner- 
ican  Tin  Plate  Company  long  if  they  knew  he  had  written  this.  If  you  gentlemen 
desire  me  to  read  this  and  you  think  you  can  spare  the  time,  I  will  do  it. 

Q.  Yes;  we  shall  be  glad  to  have  you.  You  spoke  of  this  man  as  being  an  influ- 
ential man  among  the  laborers  and  you  do  not  wish  to  ^ve  his  name.  Do^  he  have 
any  official  position  in  their  unions? — ^A.  He  has  invariably  been  selected  one  of  the 
committeemen. 

Q.  That  is  sufficient. 

A  workman's  vixw. 

The  witness  (reading) : 

"PiTTBBUBO,  November  14,  1899. 
"Mr.  W.  H.  Griffiths: 

"In  reply  to  your  request  for  the  views  of  the  tin-plate  workers  in  general  in  regards 
to  the  Tin  Plate  Trust,  otherwise  called  the  American  Tin  Plate  Company,  I  have  to 
reply  that  I  can  not  claim  to  be  familiar  with  the  views  of  all  the  tin  workers  through- 
out the  country,  but  I  can  give  you  an  accurate  expression  of  the  views  held  by  my 
fellow-workmen  of  the  city  of  Pittsburg;  and,  as  we  number  over  1,000  in  this  city, 
we  may  perhaps  be  considered  as  fairly  representative  of  the  whole. 

"When  the  various  independent  concerns  first  consolidated,  workmen  regarded 
the  movement  with  a  great  deal  of  uneasiness.  Trusts  have  acquired  a  bad  name 
from  the  workman's  point  of  view.  The  concentration  of  so  much  capital  into  the 
hands  of  one  dictatonal  management  naturally  gives  it  power  to  drive  a  hard  baigfun 
and  often  an  unfair  one  with  labor. 

"  It  can  notj  however,  be  stated  with  justice  that  the  American  Tin  Plate  Company 
made  any  radical  changes  on  its  acquisition  of  the  independent  mills.  The  same 
wages  were  paid  and  the  same  rul^  and  regulations  as  heretofore  existed  were  con- 
tinued. The  various  labor  unions  that  represented  its  employees  were  recognixed, 
and  the  contracts  that  existed  between  employer  and  employee  in  general  observed. 
This  amicable  state  of  affairs  continued  throughout  the  orisk  season,  and  the  early 
fears  of  the  tin  workers  were  in  a  great  measure  allayed. 

MORE  IDLENESS  THAN  EVER  BEFORE. 

"Since  the  commencement  of  the  dull  season,  however,  the  tin  workers  have  much 
to  complain  of.  The  coming  winter  will  see  more  tin-plate  workmen  idle  than  ever 
occuiTM  before  in  the  past  since  the  starting  of  the  industry  in  this  country.  The 
dull  season  in  the  tin-plate  trade  sets  in  in  the  late  fall  and  generally  lasts  through 
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the  winter  months.  Hie  present  year  it  came  earlier  than  osual  and  will  in  all  probar 
bility  last  longer.  When  the  trade  was  in  the  hands  of  indei)endent  firms  kuige 
quantities  of  ware  were  manufactured  into  stock  against  future  calls  or  sold  at  very 
small  profits  to  large  buyers,  who  stocked  it  in  their  own  warehouses  against  the 
brisk  season;  thus  the  workmen  were  eiven  emplojrment  throughout  the  slSck  winter 
months.  But  the  trust,  having  complete  control  of  the  trade,  will  neither  incur  the 
cost  of  storage  on  its  own  premises  nor  abate  its  ironclad  prices  so  that  the  buyers 
mav  lay  up  a  stock  for  future  trade. 

''The  consequences  are,  a  large  number  of  mills  have  to  be  shut  down.  In  the 
past,  before  the  trust  absorbed  all  the  mills,  even  when  orders  were  exceptionally 
scarce,  and  many  mills  would  be  running  less  than  full  time  in  all  parts  of  tne  coun- 
try, yet  each  manufacturer  would  strive  to  obtain  his  share  of  the  demand;  conse- 
quently the  work  would  be  more  equally  distributed  among  all  the  mills,  and  there- 
fore the  hard  times  were  never  felt  by  the  workingmen  as  thev  are  likely  to  be  felt 
this  year.  Never  before  in  the  history  of  the  trade  have  two  large  plants  like  the 
Pittsburg  mills  been  known  to  close  aown  entirely  for  want  of  orders  in  the  same 
town,  thus  throwing  out  over  1,000  work  people  during  the  severe  winter  months, 
while  another  plant  owned  by  same  company  is  running  its  full  capacity  and  actu- 
ally turning  out  more  work  than  it  is  entitled  to  according  to  the  agreement  between 
employers  and  employed  last  July  at  Chicago.^  Of  course,  this  is  one  of  the  economies 
of  the  trust,  but  the  workers  may  well  exclaim  with  the  frogs  in  the  fable,  who  on 
being  tormented  by  some  thougntiess  boys,  cried  out  'What  is  only  play  to  you 
means  death  to  us.'  In  like  manner  the  workers  can  cry  out  to  the  trust,  'What  is 
only  economy  to  you  is  starvation  to  us.' 

MILLS  KEPT    BUNNING    WHEBB   THS  AMALGAMATED   ASSOCIATION   AOBSBMENT    DOBS    NOT 

APPLY,  OB  IS  VIOLATED. 

"To  the  tin-plate  workers  there  appears  much  more  in  this  system  of  econonuzing 
than  is  apparent  to  the  general  public.  There  is  a  most  unjust  discrimination  in  the 
selection  of  the  mills  that  are  snut  down.  When  our  representatives  met  those  of 
the  American  Tin  Plate  Company  in  conference  at  Chicago  last  July  an  agreement 
was  drawn  up  between  the  parties  of  which  I  select  two  clauses.  (1)  That  me  union 
representing  the  tin-plate  workers  should  not  interfere  with  the  plant  operating  at 
Monessen,  in  the  Pittsbui^  district,  where  a  lower  rate  of  wages  was  paid  than  setued 
for  other  mills.  (2)  That  no  mill  should  turn  out  more  work  than  the  quantity 
agreed  upon  between  the  2  parties  to  the  agreement  at  Chicago.  The  mill  at  Mones- 
sen is  running  regularly  because  a  lower  rate  of  wages  is  paid  there,  while  the  Pitts- 
burg mills  are  kept  idle.  Other  mills  also  near  Pittsburg  (the  New  Castie  mills)  aro 
running  to  their  full  capacity,  owing  to  the  fact  that  the  American  Tin  Plate  Com- 
pany gets  a  liurger  output  daily  in  those  mills  than  contracted  for  at  the  Chicajp;o  con- 
ference. ^  This  latter  is  in  direct  violation  of  the  agreement.  So  that  one  set  of  work- 
men is  given  more  work  than  the  agreement  between  employer  and  employees  allows 
them,  while  another  set  is  left  without  any  work  at  all.  There  is,  however,  more  in 
it  than  the  over-glutting  of  one  and  the  starving  of  another  crew  of  workmen.  A 
laiger  output  from  a  mill  means  increased  profit  for  the  manufacturer,  just  as  a  lower 
rate  of  wa^  means  it.  The  only  fair  inference  therefore  that  can  be  drawn  from 
the  foregomg  facts  is  that  the  reason  that  the  Monessen  and  New  Castle  mills  are 
kept  running  to  their  full  capacity  while  those  of  Pittsbure  are  closed  down  owing 
to  the  fact  ti£ett  labor  does  not  cost  so  much  at  Monessen  and  New  Castle  as  it  does  at 
the  Pittsburg  mills.  ^  Ostensibly  we  are  idle  through  want  of  orders,  but  as  a  matter 
of  fact  we  are  locked  out  because  we  will  not  work  at  a  lower  rate  of  wages,  as  do  the 
men  of  Monessen,  nor  turn  out  a  laiiger  output,  as  do  the  men  of  New  Castle.  The 
managers  of  the  New  Castle  mills  mi^ht  say  that  they  do  not  compel  their  workmen 
to  violate  the  limit-of-work  rule.  It  is  not  necessary  that  they  should  compel  them. 
They  reward  them  by  keeping  them  working  when  tneir  fellow- workmen  of  theotiier 
mills  in  the  same  district  are  shut  down.  The  best  proof  that  the  above  is  the  true 
explanation  of  the  shutting  down  of  the  Pittsburg  mills,  is  the  answer  that  the  general 
manager  of  the  American  Tin  Plate  Company  gave  to  a  deputation  from  the  Cumber- 
land, Md. ,  mills,  which  are  also  idle,  on  being  petitioned  to  restart  the  latter  mill. 

"  He  replied,  *  If  you  can  in  any  way  give  the  company  a  concession  of  10  cents  per 
box,  whicn  is  the  amount  that  is  required  to  put  you  on  an  equality  with  New  Castie, 
your  mill  will  be  restarted.' " 

Q.  That  was  not  in  respect  to  wages? — A.  As  I  saw  in  the  papers,  it  was  in  regard 
to  transportation;  but  that  was  an  absurd  statement  to  make,  oy  reason  oi  the  ^t 

• 

1  See  Mr.  Qreer,  p.  924. 
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thut  the  New  Castle  mills  are  200  miles  farther  from  the  East  than  the  Cumberlaiid 
mills. 

Witness  (resaming  reading).  "  Yet  all  these  mills  that  are  now  doaed  down  used 
to  compete  suoceaBfmly  with  those  now  working  when  operated  by  indepeBdent  finosL 

BKDUCTION  OF  WAQHB  IMTBNDKD? 

**  But  we  are  persuaded  that  the  trust  has  much  more  than  present  eeonomiea  in 
view.  Observant  workmen  perceive  in  this  method  of  distributing  the  work  a  much 
deeper  meaning  than  present  economy. 

'^he  trust,  through  its  officials,  calls  it  one  of  the  exigencies  of  the  state  of  the 
trade.  The  workmen  see  in  it  a  faj«ighted  policy  that  is  heiag  earned  oot  syatemat- 
ically  with  consummate  skill,  the  kev  to  which  is  the  utterance  of  Preaideat  Beid,  <4 
the  companv,  a  few  days  ago  at  Washington,  D.  C,  to  the  efied  that  a  reduction  of 
wages  woula  in  all  proDabilitj^  be  demanded  next  July.^ 

''The  policy  that  is  now  being  followed  by  the  American  Tin  Plate  Company  is  to 
make  the  resistance  on  the  part  of  the  workmen  to  such  a  demand  as  feeble  as  pos- 
sible.   The  means  adopted  to  attain  this  end  mav  be  briefly  stated  as  foUows: 

"(1)  Shutting  out,  tnrough  the  winter  months,  of  a  laiige  number  of  their  Ukost 
important  workmen;  (2)  keepin^r  at  work  regularly  those  whom  they  have  id  ways 
found  pliant  and  subservient;  (3)  doubling  up  in  those  mills  that  are  in  operation, 
I>utting  two  men  at  one  job,  promoting  the  younger  workmen,  thus  insuring  a  pl^en- 
tifuUy  stocked  market  of  skilled  labor  in  case  alabor  dispute  might  occur,  with 
these  conditions  brought  about,  the  trust  thinks  it  can  safely  venture  on  demandinff 
the  reduction  of  whicii  we  have  had  ample  warning  recently.  That  a  few  thousand 
workmen  must  be  kept  idle  during  the  severe  winter  season  in  order  to  carry  oat  the 
plan  will  not,  it  appears,  prevent  the  trust  in  carrying  out  its  policy.  We  have  no 
l^al  right  to  demand  our  share  of  the  work,  and  moral  right  ceased  to  exist  with  the 
advent  of  trusts.  We  had  thought  that  the  consolidation  of  all  the  mills  under  one 
control  would  be  helpful  to  both  employers  and  employees;  but  we  have  been 
effectually  cured  of  that  delusion.    If  the  American  Tin  Plate  Company  can  not 

gractice  its  economies  without  the  wholesale  shutting  down  of  mills,  and*  throwing 
undreds  of  its  employees  out  of  employment,  if  it  can  not  pay  dividends  on  its 
enormous  Lssued  stock  without  causing  so  much  human  suffering,  then  we  aay  that 
the  tnist  is  more  of  a  curee  than  a  blessing. 

''These  are  the  exact  views  of  the  idle  tin  workers  of  our  two  Pittsbui^g  plants. 
We  have  discussed  the  matter  thoroughly  these  last  few  weeks,  having  ample  time 
on  our  hands  to  do  so." 

Of  course  that  is  a  workman's  view.  Of  course  his  thoughts  and  feelings  are  gov^ 
emed  by  conditions  that  are  staring  him  in  the  face. 

Q.  (By  Mr.  Ratchfobd)  .  In  substance,  do  you  accept  the  truthfulness  of  that 
statement? — A.  Well,  you  understand  I  am  a  manufacturer  and  have  been  for  some 
years.  Yes.  In  subetiEuice,  I  rather  think  there  is  a  great  deal  of  truth  in  the  state- 
ment he  makes. 

CAN  THE  WORKMEN  HELP  THEMSELVES? 

Q.  Now,  let  me  ask  yon  this :  The  complaint  that  is  made  by  the  writer  of  that 
paper  is  against  the  treatment  received  by  the  workmen  in  Pittsbni^  as  compared 
with  those  in  New  Castle.  Could  that  complaint  not  be  obviated  or  removed  by  a 
closer  organization  of  these  men — if  these  men  in  Newcastle  were  organized  and  co- 
operated with  those  in  Pittsburg,  as  the  members  of  the  Amalgamated  AssociatioD 
do  in  other  places — they  would  not  work  cheaper  in  New  Castle  than  Fittsbnig,  and 
they  would  not  work  longer  hours  and  woula  not  produce  cheaper  material  ? — ^A. 
Yes.  Let  me  state  to  you  that  the  workmen  in  the  New  Castle  mill  and  the  work- 
men in  Pittsbui^  mills  are  all  Amalgamated  Association  men.  There  is  only  one 
exception  referrM  to,  the  Mones^sen  mills.  No ;  they  are  not  violating  any  agree- 
ment of  the  Amalgamated  Association.'  That  is  a  condition;  if  thia  condition  still 
continues,  that  is  a  question  which  they  will  doubtless  consider  at  their  next  national 
annual  meeting.  It  was  an  industry  tnat  gave  very  steady  work  to  the  men,  while^ 
as  I  remarked  oef ore,  there  are  fully  80  mills  closed  down  at  the  present  time. 

MEANING   OP    **MILL." — 80  IDLE  OUT  OP  272. 

Q.  (By  Mr.  Jenks)  .  Eighty  of  the  smallest  mills?— A.  The  Pittsbui^  mills  are  not 
small  mills. 

>  Compare  the  testimony  of  Mr.  Reld,  p.  869,  bottom. 
■Oompare  the  workxiian's  letter,  p.  906, 
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Q,  (By  Mr.  A.  L.  Harris.)  What  do  you  mean  by  a  mill ;  do  you  mean  a  plant?— 
A.  No ;  a  works  or  firm  might  have  4  mills ;  there  might  be  2  mills  owned  by  a 
firm ;  that  was  the  smallest  number  under  one  management.  There  were  4  mills, 
6  mills,  8  mills,  10  mills,  12  mills,  20  mills,  and  recently  a  30-mill  plant  built  at 
Newcastle. 

Q.  (By  Mr.  Jbnks.)  What  is  the  total  number  of  mills  owned  by  the  American 
Tin  Plate  Company?— A.  272,  about,  counting  some  sheet  mills  they  bought. 

Q.  Of  that  number  about  80  are  now  shut  down? — A.  About  80. 

Q.  At  what  time  did  the  Pittsburg  mill  close?— A.  Three  or  4  weeks  ago. 

Q.  (By  Mr.  Clarke.)  Were  2  plants  closed  down  or  2  mills?— A.  Two  plants  con- 
trolling 22  mills. 

THE  ONLY  HELP  FOR  THE  WORKMEN  IS  IN  SmCKINO  TOGETHER. 

Q.  (By  Mr.  Ratchford.)  I  was  going  to  refer  to  another  statement  of  the  paper 
read.  The  writer  claims  tbat  the  agreement  originated  in  Chicago  is  not  being  ear- 
ned out? — ^A.  Yes. 

Q.  And  in  another  case  he  states,  referring  to  these  workinffmen  at  Monessen, 
that  thev  are  i>liable,  and  that  the  independent  members  of  the  tnSe  are  locked  out? — 
A.  Well,  he  simply  hints  at  a  condition;  that  they  are  keeping  the  pliable  men  there; 
of  course  he  is  looking  at  it  from  a  workingman's  standpomt. 

Q.  That  is  systematically  carried  oat  by  the  trust  in  order  to  accomplish  certain 
ends  next  year? — ^A.  Yes. 

Q.  If  these  men  to  whom  he  refers  are  pliable,  and  will  do  the  bidding  of  their 
employer,  will  they  not  do  so  as  well  under  independent  management  as  under 
trusts? — ^A.  Well,  when  distress  and  hunger  visit  them,  I  do  not  tmnk  they  would. 

Q.  You  do  not  think  they  would? — A.  No,  air.  Now,  I  shall  have  to  beg  your 
pardon.  I  am  not  here  as  a  representative  of  labor,  and  I  am  not  here  to  &lk  on 
the  labor  question. 

Q.  The  point  I  want  to  make  is  this,  that  if  these  men  work  conceitedly  with  each 
other  in  oiganization  (we  understand,  generally,  that  they  have  such  an  organization, 
and  a  very  good  one) — ^if  they  work  concertedly  with  each  other,  and  maintain  their 
prices,  scales,  and  agreement,  it  would  be  impossible  for  the  tin-plate  trust  to  bring 
about  these  conditions? — A.  Yes;  I  acknowledge  all  that,  sir. 

Q.  And  that,  if  they  did  not  work  in  such  concerted  form,  such  a  condition  might 
be  brought  about  by  independent  manufacturers? — ^A.  Yes;  I  admit  all  that.  Of 
course  in  a  general  gathering  of  that  kind  that  is  represented  by  such  lai^  numbers 
you  will  always  find  some  weak  ones. 

coNDrrioNS  at  monessen. 

Q.  (By  Mr.  Clarke.)  Let  me  ask  if  there  is  any  particular  difference  in  the  cost 
of  living  at  Monessen  and  at  Pittsburg? — A.  No,  sir.  I  should  say  that  the  cost  of 
living  possibly  would  be  a  little  higher  in  Monessen  than  in  Pittsburg;  we  generally 
find  it  so  in  small  towns. 

Q.  (By  Mr.  Farquhar.)  The  difference  would  be  in  rentri? — A.  Difference  in 
rents,  yes;  and  then  other  commodities  that  you  buy,  store  goods,  and  so  forth.  If 
you  will  permit  me  to  use  the  term  generally — ^much  higher— oh,  yes;  a  great  deal 
higher  in  a  country  place,  in  small  towns,  than  large  plac^. 

Q.  (By  Mr.  Jenks.)  Do  the  men  in  the  plant  at  Monessen  belong  to  this  same 
aflBOciation? — A.  No,  sir.  Now,  I  have  very  little  knowledge  of  the  matter.  There 
was  some  special  method  of  making  black  plate,  introduced  in  the  Monessen  mills, 
before  the  trust  took  hold,  and  I  understand  that  the  trust  wanted  to  experiment 
with  this  for  1  year,  and  the  form  of  labor  that  was  represented  in  those  particular 
mills  did  not  come  within  the  circle  of  the  Amalgamated  Association.* 

Q.  (By  Mr.  Farquhar.)  They  do  not  come  within  the  scale  at  all? — A.  Yes. 
Now,  that  was  the  idea  of  that,  and  I  understand  the  American  Tin  Plate  Company 
were  very  obstinate  in  their  demands  so  far  as  the  Monessen  plant  was  concerned. 

UNION  LABOR  AND  OTRIKES. 

Q.  (Bv  Mr.  Ratchford.)  What  is  the  history  of  the  trade  as  regards  strikes? 
Are  strikes  very  frequent  or  less  frequent  under  the  new  combination  than  they 
were  formerly?  Have  you  had  any  trade  strikes? — A.  Oh,  yes;  there  have  been 
several  nominal  strikes,  but  not  in  the  mills  proper;  that  is,  not  in  the  dejiartment 
that  rolls  the  black  plate.    There  have  been  two  or  three  strikes  in  the  tin-house 

1  Compare  Mr.  Graham,  p.  861;  Mr.  Reid,  p.  876;  Mr.  Greer,  p.  924. 
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department.  That  has  been  the  result  of  the  fact  that  the  tin  house,  or  the  labor  in 
the  tin  house,  has  resolved  itself  into  an  organization,  which  it  never  did  before  the 
trust  came  into  existence 

Q.  Have  these  strikes  taken  place  under  the  trust? — A.  Yes.  They  mi^ht  have 
taken  place,  you  know,  under  individual  administration,  if  they  had  been  oi^ganized. 

Q.  But  practically  you  had  few  strikes  or  none  at  all  prior  to  the  oiiganization  of 
the  combination? — A.  I  only  remember  one  strike  during  the  existence  of  the  boa- 
nesB,  and  that  extended  for  some  2  or  3  months. 

Q^  Did  that  take  place  in  your  establishment? — A.  No,  sir;  that  was  prior  to  my 
connection  with  the  general  manufacturing  of  tin  plates,  that  was  when  I  was  known 
to  the  trade  as  a  dipper. 

Q.  (By  Mr.  €larkb.)  You  think,  then,  that  the  consolidation  of  the  mills  under 
one  control  has  had  a  tendency  to  cause  labor  to  organise  more  effectively  than 
before? — A.  No;  not  as  far  as  the  mill  labor  is  concerned,  but  in  the  tin  house 
they  may.  They  might  possibly  have  oi^nized  if  the  trust  had  not  become  a  fact 
There  never  was  an  organization  in  that  particular  department  until  within  the  li^ 
6  months,  and  after  that  they  had  some  little  trouble;  but  the  strikes  have  not  been 
of  any  consequence  whatever.  There  were  strikes  in  that  particular  department, 
but  the  trouble  did  not  extend  generally;  it  would  only  be  at  this  mill,  or  the  other 
mill,  and  the  matter  would  be  adjusted. 

Q.  (By  Mr.  Clarke.)  Is  vour  labor  oiiganized?  That  is  in  your  tinning  de]part- 
ment? — A.  You  mean — weil,  I  am  not  employing  any  labor  at  the  present  tune. 

Q.  No;  but  you  were  before? — A.  No,  sir;  it  was  not  organized,  no.  That  is  what 
I  stated;  there  was  no  organization  in  the  tinning  department  until  within  the  last 
6  months,  and  it  might  be  due  to  that  fact  that  some  differences  of  opinion  arose; 
but  the  aifferences  were  only  nominal,  and  they  were  very  readily  adjusted.  Yon 
can  readily  understand  that  a  new  organization  would  lay  down  oertam  conditioDS 
that  might  be  a  little  off  color  from  the  point  of  view  of  the  ^nployers. 

Q.  You  found  no  great  difficulty,  but,  on  the  other  hand,  a  oonv^ence  in  dealii:^ 
with  the  Amalgamated  Association,  I  suppose? — A.  Yes. 

Q.  Might  that  not  be  equally  true  in  the  tinning  department? — ^A.  Yes;  I  sap- 
pose  the  same  condition  would  exist. 

PaiCXS;   MARKET  REPORTS. 

Q.  CBy  Mr.  Jenks.)  When  you  sold  out  ySur  establishment  to  the  American  Tin 
Plate  Company  you  retained  your  own  books,  accounts,  and  so  on,  I  suppose? — A. 
Yes. 

Q.  Would  it  be  jyossible  for  you  to  furnish  to  the  commission  a  list  of  prices  based 
on  your  own  experience,  runmng  back  for  a  period  of  some  years,  say  tne  monthly 
prices  of  the  finished  tin  plate  of  standard  sizes — the  prices  that  you  had  to  pay  for  tin- 

Flate  bars,  and  the  prices  you  had  to  pay  for  tin? — ^A.  Yes.  Permit  me  to  statQ  that 
only  went  into  the  manufacturing  of  tin  plate — ^that  is,  from  the  bar,  from  the 
beginning — in  1896.  Prior  to  that  time  I  was  what  is  known  as  a  dipper.  My  com- 
pensation was  very  large  and  profits  were  lai^;  consequently  I  was  satisfied.  *  That 
IS  the  reason  I  dia  not  go  into  the  tin  business  earlier. 

Q.  You  can  ffive  the  prices  from  2  establishments  so  far  as  you  were  dealing  in 
those  goods? — A.  Yes;  out  the  prices  I  would  give  you  as  far  as  the  dipping  busineas 
is  concerned  might  not  be  of  any  consequence  whatever. 

Q.  They  would  be  tin  and  black  plate,  would  they  not? — A.  Yes;  but  we  made 
altogether  special  grades  of  plate. 

Q.  You  can  not  give  the  general A.  No;  I  made  no  common  plate;  still  I  did 

make  some  after. 

Q.  You  can  give  us  the  course  of  wages  in  those  establishmentel? — A.  Yes. 

Q.  What  do  you  consider  on  the  whole  the  best  trade  paper  to  ^t  these  facts  from 
as  to  prices? — ^A.  You  get  them  from  the  Daily  Metal  Reportthat  is  published  in  New 
York. 

Q.  The  American  Metal  Market? — A.  Yes;  they  are  absolutely  correct 

Q.  Do  you  think  prices  in  the  Iron  Age  would  be  correct? — A.  Yes. 

Q.  (By  Mr.  Clarke.)  Bulletin  of  the  American  Iron  and  Steel  Association? — ^A. 
Yes;  all  those  papers  would  be  correct.  I  never  saw  any  variation  of  prices  in  any 
of  those  trade  papers. 

The  commission  took  a  recess  till  2  p.  m. 
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After  recess,  2.12  p.  hl 

PLANT  SOLD  FOR  25  OR  30  PER  CENT  ABOVE  COST. 

Q.  (By  Mr.  Jenks.)  You  said  that  for  the  last  year  that  you  ran  yonr  independ- 
ent plant  you  had  earned  a  20  per  cent  dividend  on  the  investment.  I  8upx)08e  that 
with  business  conditions  as  good  as  that,  when  you  made  terms  to  sell  your  plant  to 
the  American  'Kn  Plate  Company,  you  got  a  high  price? — A.  We  got  about  25  per 
cent  or  30  per  cent  over  and  above  the  original  cost  of  our  plant. 

Q.  By  the  original  cost  of  the  plant  you  mean  the  cost  of  buildings,  or  simply  the 
plant  itself? — A.  The  plant  itself,  together  with  the  machinery. 

Q.  And  the  stock  you  had  on  hand? — A.  No,  sir;  no.  That  was  a  matter  that  was 
dealt  with  separately  and  was  distinct  from  the  purchase  price. 

Q.  Then  tney  offered  you  in  cash ^A.  Our  stock  on  hand  was  sold  at  market 

f  rices  which  prevailed  at  that  time,  for  whatever  goods  or  stocks  we  had  on  hand, 
'or  instance,  on  the  plate  I  spoke  of,  100-pound  plate,  14  by  20,  we  secured  the  mar- 
ket price  that  prevailed,  $2.65. 

Q.  For  the  plant  itself  you  received  between  25  and  30  per  cent  above  the  complete 
cost? — A.  What  it  cost  us;  yes.  The  matter  was  treated  m  rather  an  indefinite  man- 
ner, I  believe.  When  that  question  was  propounded  I  do  not  know;  there  has  been 
a  condition  of  feeling  on  the  part  of  all  manufacturers  who  were  represented  in  the 
industry  prior  to  the  trust  not  to  communicate  as  to  what  they  did  get,  I  do  not 
know  that  there  was  any  particular  restraint  put  upon  them.  I  know  1  never  asked 
that  question  of  another  manufacturer  and  I  do  not  think  a  manufacturer  asked  me 
the  question;  but  there  was  a  standard  price  put  upon  a  modem  tin  plant  There 
may  have  been  exceptions  where  a  better  price  was  obtained,  and  there  may  have 
been  an  exception  where  a  less  price  than  that  stipulated  was  obtained;  but  I  think 
tibie  standard  price  generally  prevailed. 

THE  combination's  STANDARD  PRICE,  $40,000  PER  MILL. 

Q.  Would  you  mind  mentioning  the  standard  price  per  mill? — A.  No;  I  do  not 
know  that  I  am  under  restraint  not  to  answer  that  question — $40,000. 

Q.  Per  mill?— A.  Yes. 

Q.  In  your  iudgment,  is  a  mill  a  Mr  basis  of  valuation  for  a  tin-plate  plant?  For 
example,  would  you  say  that  a  10-mill  plant  was,  speaking  generally,  worth  just 
about  twice  as  mudbi  as  a  5-mill  plant? — A.  Yes;  approximately;  yes. 

Q.  When  you  so  approximate,  do  you  think  it  would  be  worth  rather  more  than 
twice  that  much,  or  less? — A.  Tnat  would  depend  very  lai^gely  upon  the  person  who 
was  building.  For  instance,  a  10-mill  plant  mieht  be  gear^,  to  speak  in  mechanical 
parlance,  and  then  i^gain  a  10-mill  plant  might  Be  driven  direct.  Under  these  condi- 
tions where  you  drive  direct  you  require  more  engines  and  more  steam  capacity; 
consequently  tlie  expense  would  be  greater. 

Q.  More  than  double? — A.  Well,  it  would  be  almost  double,  because  I  do  not 
think  it  would  be  the  proper  thing  to  run  more  than  2  mills  direct,  where  you  could 
run  4  mills  geared  with  the  same  steam  power. 

TARIFF  PROTECTION  STILL  NEEDED. 

Q.  In  your  judgment  has  the  protective  tariff  on  tin  plate  been  necessary  for  the 
development  of  the  industry  here? — A.  Yes,  positively  so. 

Q.  Do  you  think  that  at  the  present  time^  with  the  industry  developed  as  fully  as 
it  is,  it  is  essential  that  the  tariff  rate  be  maintained? — A.  No;  I  should  not  like  to  go 
on  record  as  saying  that  the  present  tariff  rate  was  absolutely  essential. 

Q.  When  the  tin-plate  manufacturers  could  make  anywhere  from  100  per  cent  to 
20  per  cent  profit  m  the  industry,  with  the  tariff  where  it  then  stood,  would  you 
think  it  easential  that  the  tariff  lie  maintained  at  something  like  the  rate  that  was 
put  on? 

The  Witness.  At  the  present  time? 

Mr.  Jenks.  During  tms  period  that  you  have  mentioned,  when  yon  made  from 
100  per  cent  to  20  per  cent? — A.  Fully,  so  far  as  this  is  concerned.  I  do  not  think 
for  one  moment  that  if  the  McEIinley  tariff  had  not  become  a  law  the  industry  would 
have  grown  as  rapidly  as  it  has.  It  was  certainly  the  McKinley  tariff  bill  that 
encouraged  the  indus&y  at  that  time,  because  until  the  McKinley  tariff  bill  was 
talked  of  there  was  not  a  thought  siven  in  the  direction  of  erecting  tin-plate  mills. 

Q.  You  think,  then,  it  would  be  fair  to  say  that  the  tin-plate  industiry  in  thi^  coun- 
try is  really  a  creation  of  the  McKinley  tariff?— A.  Yes. 
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Q.  Do  yon  think  that  at  the  preoent  time  il  tlie  tariff  were  ronoTed  the  indoBby 
would  be  destroyed? 

TheWmnnB.  If  removed  altooethei? 

Mr.  Jenks.  Altogether.— a.  Yes.  I  think  I  stated  to  you  this  morning  thatitviB 
possible  daring  the  last  year,  when  the  prices  of  material  were  exoeedin^v  low,  to 
make  a  box  ofcoke  plates  at  $2.40  that  sold  at  the  mill  for  $2.60.  It  womd  oosi  as 
to  lay  that  down  in  r^ew  York — well,  the  minimmn  cost  wonld  be  $2.78. 

Q.  At  that  time? — ^A.  Yes.  At  the  same  time  they  conid  lay  tin  plate  down  m 
New  York,  and  were  laying  it  down  in  New  York — ^the  lOD-pomid  colre  plate,  14  bj 
20— at  $2.18.* 

Q.  At  that  time?— A.  Yes.  That  was  independent,  of  conrse,  of  any  effect  thit 
the  tariff  had. 

Q.  What  was  the  rate  of  the  McKinley  tariff  act?— A.  Two  and  one-half  oenta. 

Q.  (By  Senator  Kyle.)  Specific?— A.  Yes. 

Q.  And  under  the  present  law? — ^A.  One  and  one-half  cents.  Now,  if  condition 
resolved  themselves  into  the  former  system,  we  coold  not  possibly  make  tin  plate 
without  some  tariff  assistance.  I  demonstrated  that  by  conditions  that  prevailed 
last  year. 

THB  COMBINATION  BRINGS  NO  BENBBTT  TO  THB  COVNTBT. 


Q.  (By  Mr.  Jbnks.)  You  have  spoken  at  different  times  of  the  arbitiary  manner 
in  which,  in  your  judgment,  the  present  tin-plate  company  does  busineas.  Do  yoB 
think  that  in  such  a  combination  as  has  been  formed  there  are  fair  opportunities  for 
savinin?  Are  there  reallv  advantages  from  combination  of  that  kina  that  might  be 
beneficial  to  the  country/ 

The  Witness.  Beneficial  to  the  country? 

Q.  Yes.  Can  you  mention  some  advantages  that  you  think  might  exist  from  * 
combination  of  that  kind? — A.  No,  sir;  I  can  not 

(^  Do  you  think  that  there  is  an  opportunity  for  them  at  times  to  make  a  decided 
savmg  in  cross  frei^htel?  For  example,  supposing  they  have  a  tin-plate  mill  in  Chi- 
caso  and  another  m  Pittsburg;  they  would,  I  suppose,  under  present  circumstanoei^ 
fill  orders  in  the  neighborhood  of  CJhicago  from  the  Chicago  plant  and  in  the  neigh- 
borhood of  Pittsburg  from  the  Pittsbuig  plant?  If  thejr  were  independent  concernfl, 
would  there  be  likely  to  be  cross  freight  that  would  involve  a  good  deal  of  eztn 
expense  paid  to  the  railroads? — ^A.  Yes. 

Q.  Can  you  say  that  when  the  tin-plate  officials  mention  the  savings  in  cross  freieht 
from  their  combination  as  a  benefit  to  the  country  they  are  speakins  reasonabiyr^ 
A.  No;  as  a  benefit  to  the  country,  no;  because  whatever  grist  they  get  m>m  thatsooroe 
goes  into  their  own  mill. 

CHABOB  A  FBEIOHT  RATB  "EVEN  IF  THSY  OOULD  HAUL  IT  FBOM  THESS  XIUS." 

Q.  In  the  other  case  it  would  go  to  the  railroad?— A.  Yes.  What  I  mean  to  9j 
iSj  if  an  Eastern  firm — for  instance,  a  Pittsburg  lobbing  house — buys  tin  plate  from  ft 
Pittsburg  mill,  they  are  ffoing  to  charge  them  a  freight  rate  even  if  they  could  haul  it 
from  these  mills.  It  is  the  American  Tin  Plate  Company  that  is  getting  the  benefit 
of  that  condition. 

Q.  You  think  they  do  not  divide  any  benefits  that  come  from  that  condition  with 
the  consumer? — A.  Not  with  the  consumer;  the  consumer  does  not  derive  any;  the 
jobber  does  not  derive  any. 

Q.  Did  I  understand  you  to  say  it  was  the  custom  of  the  American  Tin  Plate  Com- 

Sany  to  charge  a  freieht  rate  to  a  Pittsbuig  dealer,  a  Pittsbuig  jobber,  when  thev  were 
elivering  the  goods  from  the  Pittsburg  nullji? — ^A.  Yes;  chaivethemalO-centneifht 
rate.  They  charge  a  10K»nt  freight  rate,  and  the  freight  rate  from  Pittsbuig  to  Phila- 
delphia would  be  16  cents.  The  jobber  in  Philadelphia  has  to  pay  6  cents  more  thao 
the  Pittsbuig  jobber  if  the  goods  come  from  Pittsbuig. 

DISADVANTAGES  THAT  COMB  FBOM  COMBINATION. 

Q.  What,  in  your  judgment,  are  the  chief  disadvantages  of  a  combination  like  the 
American  Tin  Plate  Company  ?— A.  One  of  the  disadvantages  was  hinted  at  in  that  com- 
munication that  I  read  to  }rou  this  morning.  As  far  as  it  would  affect  labor,  I  believe 
I  read  the  statement  that  it  is  a  much  more  difficult  matter  to  get  justice,  as  far  a^ 
wage  is  concerned,  from  a  large  corporate  body  than  it  would  be  mom  an  independent 
plaint.    Then,  again,  I  do  not  think  that  they  can  study  economies  generally  as  closely 

1  See  table  of  prices,  p.  869.  *See  Mr.  Qiaham,  p.  856. 
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all  if  the  firms  were  under  independent  management^  where  a  man  exerdsee  all  the 
skill  and  all  the  knowledge  he  possesBes  direcUy  upon  the  scene  of  action. 

Q.  Do  you  think  those  the  two  greatest  disadvantagefii?— A.  Those  are  the  two 
greatest  disadvantages. 

Q.  Do  you  think  of  any  others? — A.  It  establishes  a  bad  precedent  as  far  as  the 
general  industries  of  the  country  are  concerned.  If  they  mate  a  success,  and  main- 
tain an  existence,  and  are  able  to  dominate  the  conditions,  as  they  seem  to  be  at  ^e 
present  time,  it  is  an  encouragement  for  every  industry  to  form  themselves  into  this 
same  bodv  of  power. 

Q.  And  you  think  this  domination  of  one  power  in  any  one  field  of  industry 
tends  to  weaken,  on  the  whole,  the  real  strength  of  that  industry? — ^A.  It  soon 
debars  us  of  the  liberties  we  prate  about  so  much. 

Q.  (Bv  Senator  Kylb.)  And  very  much  discourages  an  individual  from  going  into 
boeinessr-— A.  Certainly  it  does. 

CAN  PAY  DIVIDENDS  AT  THE  EXPENSE  OF  OONBUMKBS. 

Q.  (By  Mr.  Fabquhae.)  How  is  it  about  paying  dividends  on  large  stocks? — ^A. 
Wdl,  1  do  not  think  they  can  pay  them  as  readily  as  they  can  on  small  stocks,  where 
capitalization  is  a  Intimate  one. 

Q.  But  is  it  not  alact  that  nearly  every  one  of  these  combinationB  has  a  large  sur- 
plus of  common  stock  that  has  been  given  as  a  bonus,  offered  share  for  share  as  an 
mducement  for  parties  to  go  in  for  preferred  stocks  that  are  selling  way  down  at 
70;  and  with  over  capitalization,  how  is  it  possible  for  them  to  ever  return  any  divi- 
dends to  the  public  and  their  own  stockholders? — ^A.  Under  the  present  conditions, 
the  American  Tin  Plate  Company  can  most  assuredly  do  it,  or  el^  the  majiagement 
18  fearfully  out  of  joint. 

Q.  (By  Mr.  Jenks.^  By  keeping  prices  at  what  you  consider  an  uncommonly  and 
extraordinarily  high  level? — A.  Yes. 

Q.  (By  Mr.  Farquhar.)  It  is  at  the  expense  of  the  consumer,  then,  that  they  can 
pay  dividends? — A.  Yes. 

Q.  Is  it  your  own  opinion,  speaking  generally,  and  your  observation  generally,  that 
these  combinationB  are  really  overcapitalized? — A.  On,  no  question  about  it. 

Q.  Do  you  think  that  men  who  own  mills  in  good  workm^  condition  and  paying 
a  good  ordinary  dividend  would  ever  go  into  any  combination  of  that  kind  unless 
there  was  a  remarkably  good  premium  attached  to  the  offer  to  them  of  coming  into 
the  combination? — ^A.  No,  sir;  most  emphatically,  no. 

Q.  You  can  always  speak  of  that  from  your  own  experience?— A.  Yes. 

VALUE  OF  PLANTS  WHEN  BUILT  PERHAPS  $12,000,000. 

Q.  (By  Senator  Etle.)  What  amount  is  the  American  Tin  Plate  Company  capi- 
talized for? — A.  Twenty  million  preferred  and  thirty  million  common. 

Q.  Fifty  million?— A.  Fifty  million. 

Q.  What  is  the  value  of  tne  plants,  taking  them  individually? — A.  At  the  time 
they  were  bought? 

Q.  Yes. — A.  I  presume  they  could  have  been  built  for  $12,000,000.  They  can  not 
be  built  for  that  to-day. 

Q.  At  the  time  they  were  gathered  into  this  aggregation? — A.  Yes;  at  that  time^ 
should  say,  $12,000,000. 

Q.  Twelve  million  dollars,  good  will  and  all?* — A.  Yes. 

Q^  (By  Mr.  Jenks.)  What  did  you  say  the  basis  per  mill  was? — ^A.  About 
$40,000. 

Q.  How  many  mills  went  into  the  combination? — A.  Two  hundred  and  seventy-two. 

Q.  (By  Senator  Kyle.)  This  $40,000  includes  good  will  and  everything?— A.  The 
$40,000  includes  good  will  of  the  mills,  property,  and  everything  in  these  mills  per- 
taining to  the  manufacture  of  tin  plate. 

$10,000,000  TO  THE  PROMOTERS. 

Q.  (By  Mr.  A.  L.  Harris.)  Do  you  know  how  much  the  promoters  were  to  get? — 
A.  Yes:  $10,000,000  of  common  stock. 

Q.  (By  Mr.  Jenks.)  Was  that  stated  to  the  persons  who  were  asked  to  sell  out  to 
them? — A.  Yes. 

Q.  It  was  an  agreement — ^perfectly  open  matter? — A.  Yes. 

1  See  Mr.  Reid,  p.  884. 
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Q.  Yon  received  that  information  from  Mr.  Moore  himself? — A«  No,  sir;  I  read  it 
in  the  general  form  of  agreement.' 

Q.  'niat  was  included  in  the  written  agreement,  was  it? — A.  Yes.  That  wiittoi 
agreement  was  presented  to  each  manufacturer  to  read. 

Q.  And  you  stated  that  the  promoters  were  to  receive  $10,000,000?  Tliey  were  to 
pay  the  expenses  of  organization  out  of  that? — A.  Well,  I  can  not  say  positiTelT 
whether  that  w^as  the  case.  I  have  been  led  to  draw  that  oondnsion  from  statements 
that  have  been  made  since  that  time. 

DESPITE  HIGH   PBICES,  $20,000,000    TO  $25,000,000  WOULD  BUILD    THE  PLANTS  TO-DAT. 

Q.  (By  Senator  Kyle.)  It  was  represented  to  you  that  fhey  oould  be  nubde  to  pay 
a  very  good  dividend  on  this  whole  amount  under  the  reoiganization  ? — A.  Oh,  yes; 
I  was  cognizant  of  that  fact  myself,  being  a  manufacturer.  That  is,  with  the  hisfa 
prices  that  were  prevailing  at  the  time  we  sold  out  Of  course,  I  knew  that  was  toe 
fundamental  idea  in  the  character  of  the  project. 

Q.  TBy  Mr.  Jbnks.)  You  said  that  at  the  time  vou  sold  out,  the  property  could 
probably  have  been  duplicated  for  about  twelve  million? — A.  Yes. 

Q.  About  what  would  you  say  it  would  cost  to  duplicate  them  now?  Yoa  are  in 
the  building  business.  You  know  what  the  increase  has  been. — A.  Well,  I  mi^t 
be  able  to  put  down  a  mill  probably  20  per  cent  less  than  a  competitor  w^ud, 
having  extensive  knowledge  of  the  business. 

Q.  Speaking  of  your  own  particular  plants? — A.  Well,  take  your  machinery  and 
buildinsB  and  power  service,  and  it  has  mcreased  almost  100  per  cent 

Q.  Well,  would  you  suppose  that  in  the  neighborhood  of  $^,000,000  or  $25,000,000 
would  build  those  plants  to-day? — A,  Yes. 

Q.  Not  over  $25,000,000?— A.  Not  over  $25,000,000.  I  might  dte  you  a  few  &ctB 
and  you  can  draw  your  own  conclusions.  For  instance,  I  contracted  lor  boildixig 
one  building  in  particular,  in  March,  for  the  sum  of  $5,850.  I  sent  in  a  specification 
for  an  identical  building  six  weeks  ago,  and  they  asked  me  $9,000.  For  instance,  I 
bought  a  30  by  60  C«)rliss  engine  for  $7,200.  That  included  a  feed-water  heater. 
For  a  28  by  60,  less  in  size,  they  asked  me  to-day  $10,850.  Of  course,  you  gentle- 
men are  fully  aware  of  the  conditions  of  the  times;  we  all  expect 

$40,000  A  MILL  A  FAIR  VALUE  TO-DAT. 

Q.  What  would  you  say  would  be  a  fair  basis  per  mill  for  valuation  now  if  yoa  are 
going  to  put  down  mill  plants? — A.  Oh,  I  think  I  could  put  them  up  at  $40,000  a 
mill.' 

Q.  To-day?— A.  Yes. 

Q.  So  vou  think  this  basis  of  calculation  that  was  agreed  upon  was  at  that  day  a 
very  high  basis  of  calculation  ? — A.  Yes,  but  not  to-day. 

Q.  How  many  mills  are  you  putting  up? — A.  We  have  assembled  now  3  mills. 
We  are  building  for  4  more. 

TARIFF  NOT  THE  FATHER  OF  THE  TRUOT. 

Q.  (By  Mr.  Clarke.)  You  have  stated  that  the  establishment  of  the  tin-plate 
industry  in  this  country  is  due  to  the  McKinley  tariff? — A.  Yes. 

Q.  Do  you  think  that,  except  in  that  sense,  the  tariff  is  the  &ther  of  the  tin-plate 
trust? 

The  Witness.  Of  the  present  trust? 

Mr.  Clarke.  Yes. — A.  Well,  it  lust  follows  the  natural  flow  of  circumstances.  It 
has  a  relationship,  of  course,  from  the  statement  I  made  in  the  morning.  Of  course,  if 
we  had  remainea  as  independent  plants,  it  would  have  been  the  &Uier  of  our  hw- 
ness.on  the  lines  I  sjpoke  of.  I  am  not  prepared  to  state,  gentlemen,  that  you  would 
not  have  seen  any  tin-plate  mills  at  the  present  time,  but  I  do  know  that  that  waa 
the  fountain  from  whicn  all  these  streams  have  flowed.  Possibly,  in  a  year  or  so 
after  the  period  that  I  spoke  of,  somebodv  might  have  been  able  and  brave  enough 
to  build  a  tin-plate  mill  and  show  conclusively  that  it  was  possible  to  operate  tin- 
plate  mills  here  with  a  profit. 

Q.  But,  granting  that  the  establishment  of  the  tin  industry  in  this  country  is  due 
to  the  tarin,  is  the  tariff  the  father  of  the  trust  in  any  other  sense  than  that? — ^A.  No^ 
sir;  I  do  not  think  so. 

>  Compare  testimony  of  Mr.  Reid,p.  866;  Mr.  Moore,  j>.  960. 

*  Th^  Amexicwi  Tin  Plate  Company  has  272  mills.    See  Mr.  Oriintl)8,  p.  997, 
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Q.  Would  yon  have  ventured  to  establish  jour  business  then  or  build  the  mills 
which  you  are  buildine  now  without  a  protective  tariff  7 — A.  I  do  not  think  I  would 
have  done  so,  unless  I  nad  had  an  example  before  me. 

DISADVAMTAOSB  OF  COMBINATION    MAY    BE    MADE    UP    FOR    BY  SAVING  CROSS  FBEIOHTB 

AND  SUPFBBBSING  OOMPETITION. 

Q.  (By  Mr.  Ratchford.)  I  want  to  recur  to  the  excess  of  cost  of  production,  which 
you  referred  to  some  time  ago,  of  the  Americaa  Tin  Plate  Company  as  compared  with 
the  individual  manufacturers.  Are  we  to  understand  that  the  independent  manu- 
facturer has  to  that  extent  an  advantage  over  the  American  Tin  Plate  Company,  or 
is  that  excess  of  cost  accounted  for  in  any  other  way  ? — A.  The  excess  of  cost  is 
accounted  for  by  the  fact  that  all  materials  represented  in  tin-plate  making  have 
advanced  in  price. 

Q.  Is  the  price  not  increased  alike  to  the  American  Tin  Plate  Company  and  to  the 
independent  manufacturer? — A.  To  a  certain  extent.  I  think  I  ventured  the  remark 
that  I  really  did  not  know  what  they  were  paying.  They  may  be  paying  very  close 
to  the  market  price,  and  they  nmy  be  paying  |lO  oelow  the  market  price  per  ton  for 
tin-plate  bars.  The  most  expensive  consitituenta  that  enter  into  the  make-up  of  tin- 
plate  are  the  tin-plate  bars,  tne  labor,  and  then  comes  the  tinning,  or  coating,  which 
IS  very  small  compared  with  the  other  costs.  For  instance,  block  tin  a  week  ago 
was  32  cents  a  pound;  to-day  it  is  26  cents  a  pound.  That  would  make  a  difference 
on  a  box  of  tin  plate  of  15  cents,  which  would  mean  a  profit  on  the  normal  amount 
of  plate  that  is  turned  out  per  year  of  $1,500,000.  So  thisit,  while  it  is  small  in  detail, 
the  asKregate  is  considerable. 

Q.  The  particular  point  I  wanted  to  refer  ^ou  to  is  this:  You  are  understood  to 
have  stated  that  the  mdividual  manufacturer  is  better  able  to  look  after  details? — ^A. 
Yes. 

Q.  And  as  a  result  is  able  to  show  a  saving  that  is  not  shown  by  the  American 
Tin  Plate  Company? — A.  That  is  my  individual  opinion. 

Q.  Then  to  that  extent  you  beUeve  that  an  individual  manufacturer,  or  independ- 
ent concern,  as  it  is  called,  has  an  advantage  in  production? — A.  Yes. 

Q.  Is  that  disadvantage  that  results  to  the  American  Tin  Plate  Company,  as  com- 
pared to  the  individual  producer,  compensated  for  in  any  other  way?  Do  they  make 
it  up  in  any  other  way? — ^A.  What,  the  American  Tin  Plate  Company? 

Q.  Yee.— A.  Well,  they  would  make  it  up  to  a  certain'  extent,  as  far  as  freight 
rates  are  concerned,  by  snipping  to  the  jobber  from  the  nearer  point  of  manufacture. 

Q.  Is  it  not  accounted  for  also  in  this  way,  that  by  closing  up  mills  they  suppress 
competition? — ^A.  Yes,  they  keep  the  supply  down. 

DOES  NOT  KNOW  OF  FREIGHT  DISCRIMINATION. 

Q.  You  spoke  about  freights.  That  is  a  point  I*  believe  you  have  not  brought  out 
yet  Do  you  know  of  any  advantage  that  tne  American  Tin  Plate  Company  has  over 
the  individual  manufacturer  in  the  matter  of  freight  rates? — ^A.  That  is,  as  to  any 
gracious  consideration  extended  by  the  railroads? 

Q-  Yes. — ^A.  No,  sir;  1  do  not 

Q.  There  have  not  been  any  complaints  on  the  matter? — A.  No,  sir;  I  have  not 
heard  of  any. 

SAVINGS  IN  BUYING — RELATIONS  TO  PHELPS,  DODGE  A  GO.  AND  CROOKES  A  CO. 

Q.  (By  Senator  Kyle.)  What  is  the  saving;  in  regard  to  the  cost  of  material]^— A. 
That  is,  to  the  American  Tin  Plate  Company  m  contradistinction  to  the  independent 
manufacturen^ 

Q.  Yes. — A.  The  saving  would  be  considerable  by  reason  of  the  fact  that  they  are 
laive  purchasers. 

Q.  J>o  they  purchase  all  their  material  from  1  firm  or  1  or  2  finneff— A.  Yes,  as  I 
understand  it,  they  buy  all  their  block  tin  from  Phelps,  Dodge  &  Co.,  of  New  York. 
They  buy  their  palm  oil,  I  believe,  that  they  use  very  extensively,  from  Crookes 
A  Co. 

Q.  What  per  cent  do  you  believe  they  would  save  in  this  way  over  the  independ- 
ents in  the  purchase  of  stock? — A.  Well,  I  do  not  know.  As  tiu*  as  block  tin  is  con- 
cerned, I  do  not  suppose  they  would  save  very  largely,  nor  in  palm  oil.  It  would 
just  d^)end  on  the  time  when  they  bought  The  indiviaual  manufacturer  might  not 
possess  the  ability  to  buy  a  6  months'  supply.  The  supposition  is  that  the  Amer- 
ican Tin  Plate  Company  is  able  to  buy  for  8  months,  and  tney  would  take  advantage 
doubtless  of  a  low  market  when  they  made  their  purchases.^ 

1  See  Mr.  Reid,  p.  877. 
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Q.  It  would  not  be  so  great  a  per  cent,  however^  that  itooold  not  probably  be  over- 
come by  the  individual?— A.  Oh,  no.  That  is,  in  the  economies  that  he  is  able  to 
practice  that  they  are  not? 

Q.  Yes.— A.  Yes;  I  would  state  that  individnally  as  my  opinion. 

Q.  (By  Mr.  Jenks.)  Have  some  of  the  members  of  rhelps,  Dodjse  A  Co.  and 
Crookes  &  Co.  positions  on  the  board  of  directors  of  the  Tin  Plate  uompany?— A. 
Yes;  Phelps,  Dodge  &  Co.  have  Mr.  McLean  as  a  director,  and  Crookes  A  Co. — well. 
I  think  tx)88ibly  they  buy  their  palm  oil  from  that  source  in  order  to  administer  a 
kind  of  poultice  for  any  soreness  that  might  occur  there.  They  were  large  jobben? 
and  practically  closed  out  of  business.  Thev  took  one  of  their  representatives,  Mr. 
Wells,  and  put  him  on  the  Pacific  coast  as  their  sales  agent 

PLANTS  RUXNINO  AND  PLANTS  CL06SD. 

Q.  You  spoke  about  the  fact  that  2  of  the  large  plants  at  Fittsbnig  had  been  cloeed 
down.  Was  it  not  possible,  at  least,  that  they  were  closed  down  b^ause  of  the  diflS- 
culty  of  securing  their  raw  material,  the  tin-plate  bars,  etc.? — ^A.  No. 

Q.  Why  not?  I  suppose  there  is  a  very  strong  demand  and  it  is  difficolt  to  make 
the  supply? — A.  I  do  not  think  that  was  it,  as  far  as  the  tin-plate  trust  waa  concerned. 
Of  course,  they  say  that  the  mills  were  closed  down  indefinitely  with  the  possibility 
of  reopening  them  again  for  service.  They  had  dischaived  their  superintendents  biA 
their  clericsu  force,  and  I  understand  were  removing  me  metal  m>m  their  tinning 
departments. 

Q,  What  reasons  do  they  themselves  give  to  their  men  for  closing  down? — A.  They 
assign  no  reasons.  They  are  very  indefinite;  the  men  chafe  because  they  can  get  no 
fonn  of  sati.^faction  as  far  as  the  future  is  concerned. 

Q.  Is  the  Newcastle  mill  running  overtime? — A.  No ;  that  apparently  does  not  come  in. 

Q.  You  run  24  hours  a  day,  do  you  not? — ^A.  Yes;  it  is  necessary  to  do  that  for 
economy. 

Q.  {By  Mr.  Farquhak.)  The  Newcastle  mill  is  running  full? — ^A.  They  are  run- 
ning full. 

Q.  So  that  any  production  that  has  come  in  there  is  taken  up  by  the  Pittsboig 
syndicate? — A.  Yes. 

JOBBERS  SELLING  AS  MUCH  AS  EVEB. 

Q.  That  has  frozen  them  out? — A.  Yes,  that  is  my  opinion,  if  the  trade  is  some- 
what dull,  that  they  have  brought  it  about  largely  by  themselves.  I  know,  as  foras 
the  statement  is  concerned  by  some  of  the  promment  jobbers  in  the  country,  that 
they  are  only  buying  for  their  actual  wants,  and  hope  tnat  something  will  turn  up  in 
the  future  whereDv  they  can  turn  their  patronage  in  some  other  direction.  This  mat- 
ter of  brands  with  the  jobbers  has  been  a  very  serious  thing  with  them  and  has 
incurred  their  resentment. 

Q.  The  demand  for  tin  plate  is  just  as  large  now  as  it  was  in  1898? — A.  Well,  yes. 

Q.  It  is  a  great  deal  more,  is  it  not? — ^A.  Well,  the  supposition  is  that  it  is  sympar 
thizing  with  the  general  demand. 

Q.  (By  Mr.  Farquh  ar)  .  Any  combination  that  can  control  75  to  80  x>er  cent  of  the 
whole  product  of  the  coimtry,  if  not  more,  certainly  can  maintain  prices  by  putting 
on  the  market  just  so  much  ojf  the  product? — ^A,  The  jobbers  have  oeen  selling  just 
as  much  plate  this  year  as  they  ever  sold. 

EFFORTS  TO   RESTRICT  PRODUCTION  HAD  BEEN  VNSUCCBBSFUL. 

Q.  But  a  curtailment  of  the  product  is  a  very  easy  remedy  for  the  purpose  of  put- 
ting the  price  up? — A.  Yes. 

Q.  Is  it  not  the  usual  way  for  manufacturers  to  do  that — ^to  even  partially  agree 
among  themselves  to  curtail  the  output  so  as  to  maintain  prico^ — A,  It  is  customary; 
yes.  We  have  never  had  an  agreement  amongst  ourselves;  we  have  never  felt  able 
to  do  that. 

Q.  You  have  striven  to  do  it?— A.  We  have  striven  to  do  that,  to  formulate  an 
agreement,  with  reference  to  carrying  out  that  thing.  But  I  do  not  know  whether 
it  was  a  lack  of  honor  on  the  part  of  some  of  us  or  not.  They  generally  found  an 
opening  that  effected  a  breach  in  the  agreement. 

PRICE  NOT  LIKELY  TO   PALL  SOON — ADVANCE  IN  WALES. 

Q.  As  you  are  goin^  into  the  business  now  again,  probably  competing  with  these 
people,  have  you  an  idea  that  under  present  conditions,  and  if  there  is  no  change 
made  in  the  tariff — although  there  are  threats  that  there  will  be—the  price  of  tin  plate 
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fo  the  confinmer  will  be  anything  leesened  in  the  coming  year  or  two? — ^A.  Under 
present  conditions? 

Q.  Yee. — ^A.  Yes;  it  might  be  somewhat  less — that  is,  if  there  was  a  change  in  the 
tanff.    That  was  the  question  you  put,  was  it  not? 

Q.  Do  you  think  that  independent  of  the  combine  the  prices  would  naturally  fall 
away  from  what  they  are? — A.  I  do  not  think  so. 

Q.  Then  you  believe  in  a  combine  to  arbitrarily  hold  and  control  prices,  piovided 
the  combine  is  stroi^  enough? — A.  I  do  not  believe  in  that. 

Q.  Do  you  think  it  is  human  nature  to  do  that? — A.  It  is  human  nature  to  do  the 
very  best  you  possibly  can  for  yourself  and  those  closely  connected  with  you. 

Q^  That  is  right. — A.  Pardon  me,  there  has  been  an  advance  of  about  72  per  cent 
on  the  foreign  output,  on  the  Welsh  tin  plate,  and  about  81  per  cent  on  the  domestic 
within  the  fist  4  months.  The  Welsh  tin  plate  is  unusually  high,  by  reason  of  the 
high  price  of  materials  over  there. 

TIN  PLATE  IMFOBTEO. 

Q.  Is  the  American  market — the  United  States  market — ^very  much  cut  off  from 
the  Welsh  manufacturers? — A.  Very  laively;  yes.  There  are  some  grades  there  that 
are  made  from  what  is  known  as  open-nearth  material,  which  is  somewhat  better 
than  our  open-hearth  material  here.  The  material  is  known  to  the  trade  as  Siemens.  * 
There  is  more  ductility  and  tenacity  in  the  material  itself;  and  that  ductility  and 
tenacity  is  required  for  some  special  purposes.  But  then  that  represents  a  very  small 
percentage  of  the  tin  plate. 

Q.  (B)r  Mr.  Jbnks.)  Do  you  know  whether  there  is  any  imported,  with  the  idea 
of  receiving  a  drawback,  to  be  reexported? — ^A.  Oh,  yes,  yes;  tne  Standard  Oil  Com- 
pany very  mrgely  follows  that  practice. 

Q.  They  buy  it  cheaply? — A,  They  buy  across  the  water  of  some  large  manufac- 
turers. 

Q.  And  they  do  not  buy  very  much  of  the  American  product? — A.  No,  I  will  not 
say  that ;  I  know  in  1898  I  sola  them  some  myself. 

Q.  But  they  buy  largely  abroad? — A.  Yes.    Mine  was  an  emeigency  order 

A  SIX-MILL  PLANT  QUFTE  LAKGE  ENOUGH. 

Q.  (By  Mr.  A.  L.  Harris.)  What  sized  plant,  measured  by  the  number  of  mills  in 
the  plant,  can  be  operated  with  the  greatest  economy,  in  your  opinion? — A.  Well,  in 
my  opinion,  when  you  exceed  six  mills  you  have  too  much  for  one  man  to  look  after 
and  look  after  economically.  The  larger  your  mills  the  larger  your  leakage,  in  con- 
sideration of  the  innumerable  details  that  I  spoke  of  this  morning.  I  have  been  given 
to  understand  that  across  the  water  four-mill  plants  could  be  worked  to  greater  advan- 
tage and  more  profit  than  larger  plants.  That  has  been  generally  understood  and  very 
frequently  published,* 

Testimony  closed. 

TE8TIM0HT  OF  MB.  H.  F.  OOIVO, 

Retired  canner  and  manufacturer  of  tin  cans. 

The  commission  met  at  2.12  p.  m..  Chairman  Kyle  presiding.  At  3.10  p.  m.  Mr. 
H.  F.  Going  was  introduced,  and,  being  duly  sworn,  testified  as  follows: 

Q.  ^y  »Bnator  Kyle.)  State  your  name  and  address. — A.  H.  F.  Groing,  Balti- 
more, Md. 

Q.  (By  Mr.  Jenks.)  You  have  been  engaged  in  the  manufacture  of  tin  cans? — 
A.  I  was  engaged  first  in  the  canning  of  hermetically  sealed  food,  and  incidentally 
we  made  the  cans  or  packages  that  contained  the  food. 

Q.  For  how  long  were  you  in  this  line  of  business? — A.  My  first  entry  into  the 
canned-goods  industry  was  in  1864,  and  up  to  a  recent  time  I  had  been  engaged  con- 
tinuously in  that  line  of  business.  I  still  retain  a  small  interest  in  it,  but  at  this 
particular  date  am  not  actively  engaged  as  much  as  previously. 

FORMER  PRICES  OF  IMPORTED  TIN  PLATE. 

Q.  For  how  long  a  time  were  you  engaged  in  the  manufacture  of  tin  cans? — A. 
From  1868  to  1894. 

■ J 

^  See  Mr.  Taylor,  p  982.  *8ee  Mr.  Qreer,  p.  92S. 
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Q.  Will  yon  be  kind  enough  to  tell  us.  what  the  effect  of  incTeases  in  the  price  of 
tin  plate  has  been,  according  to  your  businees  experience,  npon  the  industries  with 
which  you  were  connected — m  the  first  place  upon  the  manumcture  of  tin  cans,  aod 
afterwardci  upon  the  tinned-goods  industr]^? — A.  Going  back  to  the  earliest  period  in 
which  I  took  particular  notice  of  the  price  of  tin  plate,  I  would  state  that  at  thai 
time  we  received  all  our  supplies  from  England;  and  as  the  value  of  the  greenback 
rose  or  as  gold  declined,  so  did  the  price  of  tin  plate  vary.  After  it  got  down  to  a 
basis  of  15  or  15.25  a  box,  during  the  dull  period  on  the  otner  side,  we  manufactured 
cans  on  that  basis  very  cheaply.  Later  on  industrial  activity  increased  on  the  other 
side  and  the  demand  for  iron  sprang  up ;  and  as  pig  iron  is  the  thermometer  of  trade, 
prices  of  tin  plate  went  up  in  harmony  with  the  prices  of  pig  iron,  and  vidues  went 
Dack  to  $7,  $8,  and  $9  a  box;  and  so  throushout  tne  various  years  of  changing  trade, 
until  about  the  time  of  the  McKinley  tariff  bill. 

BARLY   IMPERFECTION,  AND   LATER   IMPROVEMENT,  OP   AMERICAN  TIN   PLATE. 

Shortly  after  that  we  commenced  to  get  occasionally  a  little  lot  of  American  plate;  hot 
the  American  plate  was  not  at  first  satisibctorv,  for  the  reason  that  it  w^as  not  rolled 
by  men  away  up  in  their  line,  as  they  are  to-aay.  It  was  rather  irregular  in  manu- 
facture. In  adaition  to  that  we  found  that  the  phosphorus  and  sulphur  had  not 
been  sufficiently  taken  out  of  the  plate,  and  it  was  ratner  brittle.  In  the  stamping 
up  we  found  it  would  often  crack.  But  by  the  improved  American  methods  the 
quality  of  plate  improved,  as  well  as  by  the  improvement  of  American  machinery, 
which,  as  I  understand  from  the  report  of  the  president  of  the  Royal  Institute  of 
Engineers  of  England,  is  so  far  superior  to  the  English  machinery  used  in  the  pro- 
du^on  of  plate  that  they  are  left  behind  in  the  race.  Did  they  not  have  the  cheap 
labor  on  their  side  thev  could  not  hold  themselves  up  in  competition  with  the  price 
of  American  plate.  That  was  at  a  period  when  plate  was  selling  at  about  $2. 60  a  box 
at  the  mills.  With  the  introduction  of  American  machinery  there,  he  stated,  and 
with  the  low  rate  of  wages  paid  to  their  operatives,  they  need  not  fear  as  to  the  result 
from  competition  from  anywhere.  I  hear  that  they  nave  adopted  a  great  manv  of 
our  mills  over  there  in  their  manufacture,  and  are  introducing  more.  After  a  wliile 
the  quality  of  the  American  plate  improved  to  such  an  extent  that  to^iay.  with  the 
two  side  by  side  at  the  same  price,  the  average  can  manufacturer  will  take  tne  Ameri- 
can plate.  The  skill  of  the  workmen  has  produced  a  better  result:  the  tin  is  softer 
and  more  ductile;  it  has  a  better  coating. 

RECENT  DETERIORATION  OP  TIN  PLATE. 

It  did  have  a  better  coating,  but  I  understand  lately,  since  the  formation  of  the 
American  Tin  Plate  Company,  that  they  are  reducing  the  surface  coating  to  such  an 
extent  that  the  canner  now — the  manufacturer  of  cans — has  commenced  to  be  a  little 
apprehensive.  That  coating,  as  has  been  stated  to  you,  is  done  by  dipping,  and  after 
it  comes  out  of  the  dipping  tank  it  goes  through  something  in  the  shape  oi  a  machine 
called  a  squeezer.  But  in  the  years  I  am  speaking  of,  when  we  imported  tin  plate, 
there  were  5  pounds  of  pig  tin  used  to  100  pounds  of  black  iron.  They  have  reduced 
it  now  to  a  basis  of  about  2}  poimds.  And  the  action  of  salt  on  the  interior  of  the 
can  in  the  liquor  in  which  the  article  is  preserved,  like  a  vegetable,  or  the  action  of 
an  acid  in  the  case  of  fruits  or  tomatoes,  has  oftentimes  an  injurious  effect  on  that 
plate  because  it  has  such  a  thin  coating.  You  can  almost,  as  it  were,  see  the  poree, 
if  it  may  be  expressed  so,  of  the  iron  through  the  coating. 

Q.  Do  I  understand  you  to  say  that  this  deterioration  in  the  quality  of  tin,  or  at 
any  rate  the  lessening  of  the  thickness  of  the  tin  coating  of  the  plate,  is  new  since 
the  formation  of  the  American  Tin  Plate  Company,  or  did  it  begin  3  or  4  years  ago?— 
A.  No;  it  had  already  commenced  with  the  tightness  of  business.  The  closeness  of 
comi)etition  had  commenced  it  on  the  other  siae  and  extended  it  here. 

Q.  You  have  noticed  that  for  the  last  4  or  5  years? — A.  Yes. 

Q  You  think  the  quality  of  tin  plate  that  is  sold  by  the  American  Tin  Plate  Com- 
pany to-day  is  not  poorer  than  that  which  was  sold  3  or  4  years  ago  to  the  manufac- 
turers— ^a  year  ago? — A.  That  is  the  case. 

Q.  You  hear  it  is  still  poorer? — ^A.  The  can  manu&cturerB  say  that  the  coating 
now  being  of  such  thinness  has  given  them  considerable  trouble,'  and  that  it  is  not 
eoual  to  the  quality  that  was  furnished  them  before  the  trust  w^ent  into  effect,  and 
wnen  a  mill,  as  it  were,  had  to  stand  upon  its  own  bottom.^ 

1  Compare  affidavit  of  Mr.  Qreer,  p.  926. 
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CAN  MANUFAOtUltBKS  WANT  GOOD  TIN   PLATK. 

The  can  manufacturer  wants  to  get  the  best  quality  he  can  for  his  money,  for  the 
reason  that  he  is  responsible  to  the  canner  for  the  value  of  the  can  and  the  value  of 
the  contents.  He  has  to  pay  for  both  if  the  can  is  spoiled  through  any  imperfection 
in  the  tin  i>late.  Therefore  he  is  very  particular  from  what  mill  he  gets  his  sup- 
plies. A  mill  in  Indiana,  called  the  Elwood,  was  getting  quite  a  reputation  for 
perfection  of  manufacturing,  and  other  mills  in  proportion.  Some  of  them  that  did 
not  stand  so  well — their  product  had  to  be  sold  for  a  less  price.  If  you  picked  out 
your  brand,  vou  were  expected  to  pay  5  cents  or  a  dime  more  per  box  in  order  to  get 
the  quality  tnat  you  wanted. 

Q.  Is  it  customary  for  the  manufacturer  of  tin  cans  to  have  some  favorite  brand 
and  regularly  to  buy  that  brand  so  that  they  can  always  be  sure  of  their  quality? — 
A.  He  woula  always  take  one  certain  brand  in  preference,  because  he  had  used  it 
and  found  it  to  be  satisfactory  and  was  unwilling  to  change. 

Q.  And  was  ordinarily  willing  to  pay  5  or  10  cents  a  box  more? — A.  That  amounts 
to  very  little  when  you  figure  thiat  a  box  of  tin  plate  of  100  pounds  would  turn  out 
270  cans.  The  5  cents  or  a  dime  a  box  would  not  make  very  much  difference.  But 
where  he  had  to  pay  for  the  can  and  contents — the  can  he  would  sell  probably  for  1} 
or  1|  cents,  and  wnen  the  contents  got  into  it  it  would  run  up  to  15  or  25  cents; 
that  was  his  reason  why  he  was  so  particular  in  getting  the  quality  of  plate. 

Q.  You  think  that  tne  ownership  of  brands  and  the  keeping  up  oi  the  quality  of 
the  brands  as  it  was  originally  is  a  matter  of  great  importance  to  the  tin-plate  manu- 
facturer or  to  the  jobber  selhng  to  the  tin-can  manumcturei? — A.  It  would  be  more 
important  to  the  manufacturer  of  cans,  because  he  would  like  to  adhere  to  that;  but 
where  he  has  to  take  what  he  can  get  and  has  no  voice  in  the  matter,  of  course  he  is 
not  so  well  satisfied  as  he  would  be  if  he  could  get  what  he  wanted. 

SHORTAGE  OF  CANS  IN  THE  SUMMER  OF  1899. 

Q.  In  jrour  establishment  do  you  manufacture  more  cans  than  you  need  for  your 
own  canning  industry? — A.  At  times. 

Q.  You  have  a  surplus  to  put  on  the  market? — A.  We  kept  our  men  working  as 
long  as  we  could,  and  when  we  could  not  find  use  for  the  cans  in  our  own  cannmg 
industry  we  would  sell  to  some  party  who  did  not  have  a  can  shop. 

Q.  Did  you  find  in  your  business  experience  that  a  decided  increase  in  the  price  of  tin 
affected  the  demand  for  tin  cans  materially? — A.  Not  to  such  an  extent  as  one  would 
think.  The  man  that  wants  cans  wants  them  in  his  packing  season,  and  then,  like 
the  gentleman  from  Texas  with  his  gun,  he  wants  them  bad,  because  the  articles  are  of 
a  perishable  nature.  If  he  does  not  have  the  cans  right  there  his  raw  material  will 
spoil  on  his  hands.  That  was  the  case  this  summer  to  a  great  extent  in  Maryland 
and  also  in  California.  The  cans  could  not  be  furnished  fast  enough,  and  a  good  deal 
of  the  raw  material  had  to  be  thrown  away. 

Q.  What  was  the  reason  for  that;  because  there  was  an  unusually  large  output  so 
far  as  the  material  for  cannins  was  concerned,  or  because  there  was  a  short  supply  of 
cans  and  of  tin  to  make  cans  from? — ^A.  The  increase  of  business  in  general  through- 
out the  country  stimulated  a  larger  demand  for  goods  in  cans  than  had  been  the  case 
heretofore.  Eiuring  the  dull  period  the  consumption  of  canned,  tinned  food  goes  off 
considerably,  because  the  purchasing^  power  of^the  average  consumer  is  gauged  by 
his  receipts,  his  wajges,  and  at  the  low  scale  of  wages  under  a  limited  sphere  of  opera- 
tion they  had  to  limit  their  supplies.  When  the  good  times  came  m  recently  the 
canner  or  can  manufacturer  was  overwhelmed  with  orders.  Previous  to  the  forma- 
tion of  the  American  Tin  Plate  Company  notice  had  been  given  of  the  formation  or 
of  such  an  arrangement.  These  individual  mills  sent  notices  around  to  their  friends 
that  they  believed  that  there  would  be  a  trust  formed,  and  they  had  better  get  in 
under  cover.  Immediately  orders  were  placed,  to  my  own  knowledge,  of  from 
40,000  to  100,000  and  150,000  boxes  each  by  individual  can-manufacturing  concerns. 
When  the  trust  was  formed  it  took  in  all  the  outstanding  contracts,  and  there  were  a 
great  many  of  them.  I  suppose  it  was  the  exception  to  find  a  man  in  the  manu- 
racture  of  tin  cans  but  what  nad  in  a  great  measure  supplied  his  needs. 

Q.  For  a  year? — A.  For  a  year.  And  the  American  Tin  Plate  Company  at  first 
shut  down  a  great  many  mills.  I  do  not  know  for  what  purpose;  some  people 
thought  to  get  them  up  in  better  shape  or  something.  But  when  the  time  came  for 
delivery,  as  specified  in  a  contract — for  instance,  for  March  delivery — ^the  can  manu- 
facturer did  not  get  them,  and  he  had  to  do  the  best  he  could.  He  had  to  go  out 
and  buy  somewhere  else  to  supply  his  needs,  and  he  did  not  get  them  sometimes  for 
30  and  sometimes  60  days  after.    Well,  what  could  he  do?    He  could  not  really  go 


918  HEARINGS  BEFOBE  THE  INDUSTRIAL  COMHIBSION. 

out  into  the  market  and  bay  them  for  the  account  of  the  tnist  He  did  not  cue 
about  getting  in  bad  odor  with  them.  The  sappodtion  was  that  they  controlled  96 
per  cent  of  all  the  plate  milla  in  the  country.  80  he  did  the  best  he  could.  That 
threw  some  of  the  manufacturing  plants  in  cans  out  of  the  market  for  a  while.  For 
the  time  beine  it  threw  them  out  of  the  manufacturing  and  they  had  to  wait  I  refer 
to  examples  tnat  I  know  of.  Some  of  ihesn  were  shut  up  for  tw^o  weeks  and  some  a 
little  longer,  because  thev  could  not  get  any  plate  and  the  trust  was  behind  in  deli?- 
eries.  Gradually,  though,  as  the  summer  rolled  around,  the  deliveries  commenced 
catching  up,  and  by  September  there  was  very  little  complaint  on  this  score;  bat  by 
that  time  the  season  practically  was  over  for  the  manufacture  of  cans. 

Q.  Do  you  ascribe  that  lar^  demand  for  can  goods,  to  any  material  extent,  to  the 
war  in  Cuba  and  the  Philippines? — A.  No;  not  to  anv  great  extent  During  the  war 
in  Cuba  the  Government  bousht  about  two  hundred,  ^d  thousand  cases  of  cuined 
tomatoes,  and  also  other  articles.  But  when  you  reflect  that  the  canning  trades  of 
this  country  have  an  output  of  over  500,000,000  cans,  you  will  understand  that  the 
Government  purchase  of  200,000  cases  of  24  cans  each  did  not  cut  much  fapxee.  It 
is  the  general  resumption  of  business  that  has  made  the  demand  for  cannea  food. 

SXPOBTB. 

Q.  How  large  a  part  of  this  demand  for  canned  goods  comes  from  abroad?  How 
much  of  an  export  trade  is  there? — A.  To  a  very  limited  extent  compared  with  the 
home  consumption.  For  7  years  I  did  the  largest  export  business,  I  think,  in  Balti- 
more, and  I  endeavored  to  spread  that  export  business;  but  I  was  handicapped  in 
every  direction  bv  the  tariff  that  was  imposed  upon  it  in  the  different  countnes,  and 
I  found  eventually  that  it  was  useless  to  try  an)rwhere  except  in  England.  In 
England  we  sold  lots  of  goods,  principally,  though,  in  tomatoes. 

Q.  What  kind  of  gooofa  did  you  can  mostly  ? — ^A.  Everything  in  the  line  of  fniits, 
vegetables,  and  oysters. 

PEICB  OF  TIN  PLATE  CAN  HARDLY  AFFBCT  THE  CONSUMPTION  OF  CANNED  GOODS. 

Q.  Does  the  increase  in  the  cost  of  the  tin  cans  affect,  to  any  noticeable  extent,  the 
prices  of  canned  goods? — A.  No;  I  think  not,  for  the  reason  that  before  the  advance 
in  tin  plate  the  price  of  a  3-pound  tin,  which  is  the  ordinary  quart  tin,  you  might 
call  it,  was  a  cent  and  a  half,  and  I  should  say  it  went  up,  through  the  excitement 
of  last  summer,  say  to  2}  cents.  That  is  a  cent  a  tin,  or  12  cents  a  doxen.  I  hardly 
think  that  the  average  consumer  would  stop  buyiiu;  anv  line  of  goods  because  of  an 
advance  of  a  cent  a  can.    To-day  it  is  about  three-rourths  of  a  cent. 

Q.  Then  you  would  say  that  an  advance  in  the  price  of  a  box  of  tin  plate,  base, 
from  $2.60  to  $5.50  would  not  affect  the  consumer  of  tinned  goods  to  any  extent?— 
A.  $5.50?    $4.65  is  the  highest  now. 

Q.  I  am  putting  it  high.— A.  At  $5.50? 

Q.  Yes. — A.  It  would  depend  on  the  times.  If  there  are  average  good  times  I  do 
not  think  they  would  stop  for  the  difference.  My  opinion  is  that  wnen  it  oomee  to 
an  article  of  food  the  consumer  denies  himself  less  in  that  than  anything  else. 

EAKLY  ORGANIZATION   AGAINST  CONVICT  LABOR. 

Q.  During  your  experience  in  the  canning  industry,  have  there  been  ormmiaitionfl, 
combinations,  amons  the  tin-can  manufacturers  or  among  the  canners? — A.  Yes;  we 
commenced  first  with  an  organization  among  the  canners,  which  was  in  1866. 

Q.  I  wish  you  would  give  us  a  brief  sketch  of  these  combinations  among  the  can- 
ners.— A.  That  was  brought  al)out  in  order  to  put  a  stop  to  the  making  of  tin  cans 
in  the  penitentiary  of  the  State  of  Maryland.  A  man  from  Connecticut,  by  the  name 
of  Porter  Cook,  had  a  contract  with  the  State  officials  for  the  hire  of  convicts,  on  a 
basis,  I  believe,  of  50  cents  per  day.  In  1864  all  things  were  on  an  inflated  scale, 
and  wages  were  high  compareii  with  what  they  were  later  on,  and  our  men  made 
from  $3  to  $4  a  day.  The  fact  that  men  who  were  good  enough  citizens  to  stay  out 
of  jail  were  having  their  wages  brought  into  competition  with  men  who  were  unfor- 
tunate enough,  to  say  the  least,  to  get  into  jail,  induced  the  can  manufacturers  and  the 
journeymen  can  makers  to  get  together  and  form  an  association  with  the  idea  of 
putting  a  stop  to  that.  By  marching  in  procession  with  bands  of  music,  and  showing 
the  political  power  they  held,  these  journeymen  can  makers  prevailed  upon  the 
legislature  to  repeal  that  law.  That  was  the  first  combination  in  the  canning  or  can 
manufacturing  industry. 

CANNED-OYSTERS  COMBINATION. 

In  1868,  competition  became  very  close  amonj^  the  canned-oyster  packera  of  Balti- 
more, and  they  formed  an  association  or  combine,  industrial  combmation  you  in*y 
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term  it,  in  which  the  minimam  forfeit  to  be  paid  was  $1,000.  They  fixed  a  stated 
price  to  sell  their  goods  by,  and  they  made  sach  profit  that  someone  who  did  not 
share  in  the  sales  to  the  extent  that  others  did  commenced  cutting  secretly,  and 
within  a  twelvemonth  the  combination  broke  up  completely  in  confusion. 

LABOR  UNION — HIGH  WAQBB — ^MACHINSRT. 

Shortly  after  that  the  operatives  in  the  can  shops  got  together  and  formed  an  asso- 
ciation and  called  it  the  Csn  Makers'  Mutual  Protective  Association.  The  idea  was 
to  maintain  a  scale  of  wages  and  to  stand  together  in  case  of  an  advance.    In  1879- — 

Q.  (By  Senator  Kylb,  interrupting.)  In  case  of  a  decline — ^to  stand  together  in  case 
of  a  declme? — A.  Well,  I  do  not  think  they  were  considering  a  decline,  because  we 
never  had  had  any  reduction  so  far  in  the  wages. 

Q.  What  was  your  statement  that  they  asr^d  to  stand  together  for? — ^A.  To  get  an 
advance,  because  that  was  one  of  the  first  tnings  they  did.  They  were  making  then 
on  a  basis  of  $2.50  a  day,  the  journeymen  can  makers,  and  the  first  thing  they  struck 
for,  after  being  in  good  practical  condition,  was  an  advance  of  20  per  cent,  and  they 
ran  along  up  until  finallv  they  got  it  over  a  hundred  and  odd  per  cent;  and  the]^  made 
the  mistake  then  of  working  only  3  days  in  the  week,  because  they  reasoned,  if  they 
could  work  3  days  in  the  week  and  make  the  same  wages  that  they  could  in  6,  what 
was  the  use  of  working  the  other  3  dayet?  And  the  other  3  days  were  used,  in 
many  instances,  in  riding  around  in  hacks  and  goin^  fishing.  We  did  not  get  any 
more  output  and  they  did  not  get  anv  more  out  of  higher  waees.  While  some  men 
worked  steadily  and  made  $50  a  week,  others  w^ere  still  satisfied  with  $15;  but  they 
had  3  days'  worth  of  fun  and  the  other  men  did  not  have  any.  That  association  ran 
alpng  for  some  time  and  affected  wages.  But  finally  machinery  commenced  to  show 
itself  in  the  manufacturing  of  cans,  on  account  of  the  frequency  of  these  strikes,  and  on 
account  of  the  strength  of  this  combination.  Men  became  restive  under  these  infiuences, 
and  the  manufacti^r  of  cans  commenced  fig[uring  to  get  away  from  beine  dictated 
to  bv  his  employees.  And  then  the  ingenuity  of  man  went  to  work  and  the  first 
machine,  got  out  by  a  man  named  Brooks,  was  the  starting  point  for  all  the  vast 
machinerv  that  has  come  out  since.  And  to-day  the  men  wno  work  in  the  canning 
shops  of  tne  country,  making  them  bv  the  old  process,  are  so  few  that  they  do  not 
figure  in  the  output.    Machinery  to-oay  makes  the  great  bulk  of  cans. 

NEW  COMBINATION  OF  OY8TEB  PACKERS. 

Kow,  a  combination  later  on  of  the  packers  of  Baltimore  was  put  in  the  shape  of 
these  later-day  trusts;  that  is,  a  stock  organization.  Each  man  bound  himself  to 
enter  into  that.  That  was  in  1878,  brought  about  by  the  dull  times  that  were 
prevailing  in  that  year.  And  thev  went  mto  the  combination,  or  stockholders' 
organization,  to  control  the  sale  of  the  entire  output  of  the  canned-oyster  industry  of 
Baltimore,  which,  at  that  time,  was  the  only  oyster-packing  port  of  the  United  States. 
The  first  year  their  profits  were  over  100  per  cent;  the  next  year,  as  they  had  taken 
in  a  great  many  outside  concerns  that  were  not  really  in  the  o;^ster  business,  they 
had  to  pay  a  dividend  on  a  largely  infiated  basis,  you  might  call  it.  In  other  words, 
they  had  to  pay  for  idle  plants,  and  the  second  year  the  profit  was  much  less.  And 
the  third  year  an  oppK)sition  came  up,  w^hich,  at  the  formation  of  the  association,  was 
denominated,  aa  it  might  be,  the  tan  of  the  arrangement.  We  left  out  one  or  two 
concerns,  and  as  they  stated  at  the  time  these  concerns  were  really  the  tail  and  we 
were  the  dog^  and  the  dog  would  wag  the  tail;  but  by  the  third  and  fourth  years  the 
profits  at  which  we  had  worked  had  evolved  a  number  of  opposition  houses,  to  such 
an  extent  that  the  tail  commenced  to  wag  the  dog,  and  we  found  it  prudent  to  break 
up  our  concern  and  go  back  to  our  original  condition.  Then  competition  set  in  for 
a  number  of  years,  and  at  different  times  industrial  combinations  have  been  formed 
by  the  canners  of  Baltimore,  but  rarely  have  they  lasted  over  a  twelvemonth  or  2 
years. 

THESE  COMBINATIONS  MADE  THEIR  PROFITS  BY  RAISING  PRICES. 

Q.  (By  Mr.  Jenks.^  In  what  form  have  these  later  ones  been,  that  of  pools  or  agree- 
ments to  hold  pricesr — A.  Pooling  and  affidavits  to  prevent  the  cutting  of  prices  and 
so  on.  And  to-day,  and  for  a  number  of  years  past,  there  has  been  no  organization. 
They  fear  now  that  anything  of  that  character  w^ould  have  to  be  capitalized  at  a  rate 
that  would  put  them  beyond  the  economical  point  of  production. 

Q.  Has  there  been  at  any  time  a  combination  between  the  Baltimore  canners  and 
the  canners  elsewhere,  or  have  these  organizations  been  confined  simply  to  Balti- 
more?— A.  Only  to  Baltimore.  There  have  been  no  oiganizations  elsewhere.  But 
recently,  within  tibis  past  twelvemonth,  they  have  commenced  to  get  together  in 
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Califonua,  and  they  are  now  discnasing  a  combination  of  all  the  New  York  State 
cannere^  and  they  are  ^tting  in  line  with  the  general  idea  that  by  oonsolidatioQ 
economies  can  be  practiced  and  bigger  dividends  paid. 

Q.  From  the  experience  you  have  had  with  these  combinations  in  Baltimore,  what 
is  your  own  opinion  of  that  matter?  Is  there  any  special  saving  by  combination,  or 
dia  you  simply  make  your  profits  of  100  per  cent  or  less  from  the  added  abilitv  that 
you  had  to  put  prices  up  on  the  consumer? — ^A.  Our  idea  was  that  by  consoli^tion 
we  could  stop  the  competition. 

Q.  You  r^ly  expected,  then,  to  get  your  profits  from  the  increased  price  and  not 
from  any  economy? — ^A.  Precisely.  We  thought  that  where  we  were  competiiig  one 
against  another,  if  we  could  get  together  as  one  seller  we  could  make  our  own  pnoee; 
and  that  was  the  practical  result  for  a  time. 

MANUFACTUBERS  WOULD  PBEPBR  TO  HAVB  THBIK  MSN  IN  A  COMBINATION,  PBOVIDBD  TEST 

COULD  coNTBOL  rr. 

Q.  In  these  various  combinations  that  the  manufactorers  made,  did  they  make  any 
attempt — did  they  express  willingness  to  divide  their  profits  with  their  employees  in 
the  way  of  increased  wages?— A.  Never;  they  were  looking  solely  for  meir  own 
benefit. 

Q.  When  the  employees  Rot  their  increase  of  wages,  it  came  through  their  own 
combination  forcing  it  from  the  employers? — A.  That  is  all.  I  would  say  that  at  a 
later  day  the  manutacturers  favored  a  combination  that  would  make  permanent  figures 
and  stay  there,  if  they  could  make  a  contract  with  the  men  for  the  period  of  a  year, 
which  was  the  longest,  at  least  But  machinery  at  that  time  had  come  in,  and  finally 
the  machinery  practically  drove  the  joumevmen  out  of  business.  For  a  number  a 
years  they  did  nave  an  arran^ment  with  the  employees  that  was  very  satisfactory. 
Thev  had  regular  wages  paid  right  alons,  and  they  had  no  trouble.  As  a  general  thing, 
I  believe  that  the  manufacturers  would  prefer  to  have  their  men  in  a  combination, 
provided  they  could  control  it.  But,  before,  the  combination  could  not  be  controlled; 
the  man  that  would  talk  the  most  and  was  probably  worth  the  least  in  the  combina- 
tion would  probably  infiuence  the  men  there,  and  that  would  draw  the  men  oat  to 
strike  at  perhaps  the  wrong  period. 

Q.  These  combinations  Uiat  you  speak  of  were  among  the  canners.  Did  you  also 
have  similar  combinations  among  the  can  manufacturers  of  that  kind? — ^A.  They  did, 
but  they  could  not  hold  together  as  well  as  the  men.  They  invariably  gave  in  after 
standing  out,  for  the  reason  that  they  had  contracted  for  the  delivery  of  the  cans  at 
specified  times;  and,  as  I  have  already  said,  they  wanted  those  cans  very  bad,  and 
they  had  to  deliver,  and  they  could  not  stand  out  against  the  men.  The  men  codd 
stand  out  longer  than  the  manufacturers. 

Q.  (By  Mr.  Jenks.)  Have  you  any  suggestions  that  you  would  like  to  make  with 
reference  to  monopolies  in  general, or  to  combinations? — ^A.  No;  I  have  no  suggestions 
to  make.  I  have  not  much  of  an  opinion  of  combinations;  I  believe  they  generally 
fall  by  their  own  weight. 

Q.  (By  Senator  Kyle.)  Fall  by  their  own  weight?  Tell  us  what  you  mean  by 
that.  That  is  frequently  referred  to  in  the  newspapers  and  in  the  testimony.— A. 
All  the  combinations  that  I  have  been  in  were  not  able  to  hold  themselves  together 
for  an  indefinite  length  of  time;  and  if  I  may  judge  by  those  that  I  have  been  in, 
they  do  not  seem  to  be  able  to  stand  up  indefinitely. 

POOR  TIN   PLATE   MAKES  CANNED  GOODS  UNSIGHTLY. 

Q.  /By  Mr.  Jenks.)  I  judge  from  what  you  said  in  reference  to  the  American  Tin 
Plate  Company  that  you  consider  that  its  check  upon  the  manufacturing  of  tin  plate 
was,  for  a  part  of  the  year  at  any  rate,  a  detriment  to  some  extent? — A.  I  have  not 
the  slightest  doubt  that  if  any  can  manufacturer  were  put  into  -a  position  where  he 
could  only  buy  his  plates  from  one  individual,  on  general  principles  he  would  kick 
against  that. 

Q.  You  think  he  could  not  count  so  well  upon  the  quality  of  his  tin?— A.  If  he 
could  not  import  his  plate,  he  would  have  to  take  what  he  could  get. 

Q.  And  you  think  your  experience  the  last  year  would  justify  the  belief  that  the 
American  Tin  Plate  Company  is  not  giving  them  so  good  a  quality  of  tin  as  they  were 
counting  on?— A.  That  is  the  report  that  I  have  heard— that  the  quality  of  the  tin 
plate  is  not  so  good  as  it  was  before. 

Q.  (By  Mr.  A.  L.  Harris.)  What  effect  has  poor  tin  manufactured  into  a  tin  can 
upon  the  consumer  of  the  canned  goods,  where  acids  are  affecting  the  tinning,  e^^ 
if  the  contents  are  not  spoiled?— A.  The  iron  that  forms  the  body  of  the  plate  is  a 
healthy  metal.    The  doctors  give  it  to  ua  occasionally.    That  would  have  no  effect 
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on  the  health  of  the  consamer.  A  can  that  is  hermetically  sealed  has  comparatively 
little  oxygen  in  it  or  life  to  start  fermentation,  and  it  remains  in  statu  quo  for  a 
period  of  a  great  many  years.  It  would  have  this  effect  where  that  coating  is  very 
thin,  that  in  opening  the  tin,  you  would  find  the  can  more  discolored  inside,  from 
the  fact  of  the  coating  being  so  light,  than  it  would  be  where  the  tin  had  been 
redipped^  as  explained  this  morning  by  the  witness  before  me.  The  can  made  of  tin 
plate  which  haa  been  dipped  once  or  twice  and  had  a  better  coating  would  be  a  much 
Detter-looking  object  on  tne  inside.  I  think  it  would  have  no  prejudicial  effect  on 
the  consumer,  even  with  that  light  coating. 

Q.  When  a  man  opens  his  can  and  finds  the  contents  in  that  condition,  it  detracts 
very  much  from  the  value  of  the  goods  in  the  opinion  of  the  consumer? — A.  Well, 
from  the  point  of  view  of  the  sight,  if  you  opened  a  tin  and  found  it  very  much  dis- 
colored inside  it  would  not  look  quite  so  mce  as  it  would  with  a  pedectly  bright 
interior. 

Q.  (By  Mr.  Fahquhab.)  Is  not  the  quality  determined  by  the  packers  themselves, 
by  unseasonable  packing,  overripe  x)acking,  and  a  good  many  other  causes? — A. 
Tnere  are  a  great  many  factors  that  would  enter  into  it. 

Q.  That  would  enter  in  independent  of  this  tin  matter? — A.  If  an  article  was  green 
or  overripe  or  partly  decayed,  all  those  are  facts  that  would  enter  into  the  health- 
folnees  and  signtliness  of  the  article. 

CAN   MANUFACTUBER  GUARANTEES  AGAINST  DEFECTS. 

Q.  (By  Mr.  Jenks.)  Did  I  understand  you  to  say  that  the  manufacturer  of  the  tin 
cans  guaranteed  the  preservation  of  the  goods  that  were  canned? — A.  No;  but  if  the 
preservation  of  the  soods  was  impaired  oy  the  fact  of  adeJbult  in  the  manufacture  of 
the  tin  or  the  can,  then  he  has  to  pay. 

Q.  That  is  what  I  mean;  guaranteed  so  far  as  that  goes? — ^A.  If  that  can  broke  in 
the  forming  up  and  there  was  some  little  leak  not  bigger  than  the  point  of  a  needle, 
the  action  of  the  atmosphere  setting  in  there  soon  starts  fermentation,  and  of 
course  with  fermentation  come  tne  gases  and  distention  of  the  tin,  and  it  becomes 
unsalable. 

Q.  Goods  that  are  spoiled  in  that  way  are  sent  back  to  the  tin-can  manufacturer  to 
pay  foi? — A.  They  are  sent  back  to  him  as  proof  that  the  defect  is  there;  he  examines 
them,  and  if  he  finds  that  it  is  so  he  has  to  pay  for  them. 

CAN  MEN  DO  NOT  YET  FEEL  THE  NEED  OF  NEW  LAWS. 

Q.  (By  Mr.  Clarke.)  Do  your  studies  and  observation  of  economy  in  relation  to 
industry  suggest  to  you  the  need  of  any  change  in  existing  laws  for  the  protection  of 
the  people? — ^A.  Well,  so  far,  those  laws  have  not  been  oppressive.  As  i  said  before, 
the  can  manufacturer,  in  the  instances  that  we  are  speaking  of,  has  so  thoroughly  sup- 
plied himself  with  material  that  he  has  not  felt  the  pinch  yet.  When  the  time  comes 
that  he  has  to  take  what  is  given  him  and  pay  the  price  for  it,  then  he  will  commence 
to  feel  restive,  and  then  possibly  feel  the  need  of  some  legislation  that  will  relieve 
him  from  the  peculiar  position. 

Q.  If  the  management  of  a  laige  consolidation  like  the  American  Tin  Plate  Com- 
pany is  far-siffhted  and  liberal,  or  if  there  is  considerable  competition,  will  that  time 
come  when  there  would  be  a  pinch  and  he  would  need  some  public  relief  ?— A.  I  do 
not  think  that  they  would  say  that  there  was  any  need  for  legislation  until  they  get 
piQched. 

SOURCES  OF  TIN  PLATE — IMPORTED  FOR  EXPORT  TRADE. 

Q.  (By  Mr.  Farquhar.J  Was  any  part  of  the  output  of  the  Cumberland  mill 
used  in  Baltimore? — A.  On,  yes;  we  used  materials  from  different  parts  of  the  coun- 
try— ^more  particularly,  though^  did  we  in  Baltimore  get  it  from  Indiana.  There 
was  more  tin  plate  used  in  Baltimore  from  Indiana  than  from  elsewhere — and  from 
Newcastle.  Isuppose  Newcastle  furnished  possibly  more  tin  to  Baltimore  than  even 
the  Elwood  plant  did. 

Q.  Is  there  any  difference  between  the  tin  that  you  use  in  the  domestic  trade  and 
the  export  trade  in  quality? — A.  In  the  export  trade  we  invariably  used  the  imported 
article.  We  did  not  think  it  quite  so  good  as  the  domestic;  but  as  we  got  a  rebate  of 
the  entire  amount  of  the  duty  paid,  with  the  exception  oLa  slight  percentage,  we 
used  that  in  preference  to  the  American  plate.  But  the  export  trade  out  of  Balti- 
more is  not  such  an  item.  Out  of  California  it  amounts  in  fruits  alone,  I  suppose,  to 
about  500^000  cases  of  fruit  a  season.  In  the  salmon  industrv  it  will  ran  up  probamy 
to  three  tmies  as  much. 
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CX)M PETITION   OF  GLAfB  CANS   IS   NOT  FOBMIDABLE. 

Q.  (By  Mr.  Ratchford.)  To  what  extent  has  the  industiy  in  which  yon  an 
engaged  been  affected  by  the  earthenware  and  the  glass  jar  for  the  porpoae  of  bma 
cannins? — A.  Not  to  any  extent  appreciable. 

Q.  Have  you  any  competition  from  that  sonrce? — ^A.  There  are  certain  people  tfait 
use  goods  put  up  in  glara  packages  instead  of  tin,  for  the  reason  that  they  D^iere  the 
glass  probably  is  more  healthy;  but  the  difference  in  the  selling  price  is  so  g;reatthat 
oftentimes  the  storekeeper  will  say  to  them,  *' Why,  here  is  the  same  goods  in  tin  at 
40  cents  a  tin  for  which  you  pay  60  cents  a  g^lass  jar,''  and  show  them  the  differenoe. 

Q.  (By  Mr.  Farquhar.)  Is  not  the  glass  jar  used  also  almost  altogether  lor  the 
home  pKOcking:  that  is,  domestic  packing? — A.  At  home?  Oh,  no;  there  are  a  great 
many  tins  made,  what  we  call  the  open  tops  is  not  such  a  great  item,  bat  still  it  k 
considerable.  The  tin  open  top  cans  and  the  glass  jar  are  the  only  packages  nsed  br 
the  average  housewife.  The  average  housewife  thinks,  of  course,  her  own  prodnctiois 
superior,  and  in  a  great  many  cases  they  are.  She  puts  them  up  in  glass;  oocasionallj 
in  tin. 

Q.  (By  Mr.  Ratchford.)  Is  it  not  a  fact  that  glass  jars  are  more  extensiTely  used 
for  that  purpose  to-day  than  ever  before? — A.  Yes,  and  it  will  be  still  more  the  ease 
since  they  nave  been  able  to  reduce  the  {>rioe  of  fruit  jars.  At  first  I  paid  $16  a  grooB 
for  glass  ]ars  in  1868.    To-day  that  same  jar  can  be  bought  for  $4.50. 

Q.  How  do  you  account  for  the  great  reduction  in  prices? — ^A.  By  decreased  cost 
of  manufacture  and  improved  methods  of  manufacture. 

Q.  Machinery? — A.  Pfot  so  much  machinery,  I  think,  as  it  is  that  they  have  been 
able  toproduce  a  ffreater  output  per  man. 

Q.  Well,  it  is  a  fact  that  they  manufacture  such  jars  by  machinery?— A.  They  do 
now  within  a  very  recent  period,  but  it  is  confined,  I  thmk,  to  a  few  houses.  Ulti- 
mately I  think  it  will  be  extended  everjrwhere;  for  the  machine-made  jar  is  saperior 
to  the  hand-made. 

Q.  Are  glass  jars  used  by  you  in  canning?— A.  Not  in  our  city.  The  only  place 
where  glass  jars  are  used  in  coining  is  at  sundry  points  in  New  Jeney,  the  aty  of 
Providence,  and  Petaluma,  Oal.    I  speak  now  of  lactories;  that  is  alL 

Testimony  closed. 


AFFIDAVIT  OF  MB.  OBOBOB  OBBBB, 

Diatrid  manager  of  the  Arnerican  Tin  Plate  Company  far  the  New  Cattle  ciiaCricC,  New 

CasOey  Pa. 

The  following  communication,  written  as  a  personal  letter,  is  verified  by  Mr.  Greer's 
affidavit,  p.  9.S. 

New  Castlb,  Pa.,  December  8^  1899, 
Hon.  Thomas  W.  Phillips, 

Vice-Chairman  Industrial  Commiesionf  WaMngton^  D.  C. 

Dear  Sir:  I  had  hoped  to  have  the  pleasure  of  an  interview  with  yon  during  your 
recent  visit  to  New  Castle,  but  was  not  aware  that  you  were  in  the  city  untu  after 
you  had  left. 

I  address  this  letter  to  you  entirely  on  my  own  responsibility.  No  stockholder 
or  officer  of  the  American  Tin  Plate  Companv  has  made  anv  request  or  intimation  to 
me  su^esting  that  I  address  you.  I  know  that  you  have  had  very  large  experience 
in  businei»  enterprises,  and  as  a  stockholder  and  director  of  the  American  lin  Plate 
Company,  and  one  of  the  pioneers,  as  you  are  aware,  in  the  tin-plate  industry  in 
this  country,  particularly  in  New  Castle,  I  wish  to  call  your  attention  to  a  few  matters 
that  have  come  to  my  notice  through  the  press. 

In  the  Iron  Age  "of  November  23  I  see  that  Mr.  Griffiths,  of  Washington,  Pa., 
appeared  before  y»ur  honorable  body  and  gave  some  evidence  with  reference  to  the 
•  cost  and  profit  on  tin  plate.  Mr.  Griffiths  was  formerly  engaged  in  a  small  dipping 
plant  near  Pittsburg,  and  afterwards  was  one  of  the  parties  who  were  interestea  in 
the  Washington  Tin  Plate  Works.  Those  works  were  sold  to  the  American  Tin 
Plate  Company,  and  I  have  personal  knowledge,  from  interviews  and  statem^its 
made  by  Mr.  Griffiths  at  a  number  of  meetings  of  the  manufacturers  before  the  new 
organization,  that  he  was  then  decidedly  of  the  opinion  that  it  was  necessary  for 
some  combination  or  '^gentlemen's  agreement"  to  be  made  as  to  maintaining  prices, 
in  order  that  the  manuucturers  might  make  a  reasonable  and  legitimate  profit  from 
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their  investment.  It  was  reported  to  the  management  of  the  American  Tin  Plate 
Company  by  one  of  their  competent  experts  that  when  the  American  Tin  Plate  Com- 
pany took  hold  of  the  Washington  mill  they  found  the  tinning  department  in  prac- 
tically the  worst  condition  of  wl  the  mills  m  the  Pittsburg  diSrict.  The  condition 
of  the  tin-plate  works  at  Washington  was  such  that  it  was  absolutely  necessary  to 
make  a  change  in  the  management  of  the  tinning  department,  which  necessarily  dis- 
placed Mr.  Griffiths  and  brother.  Whether  or  not  the  change  of  superintendence  in 
the  tinning  department  at  the  American  Tin  Plate  Company's  Washington  plant 
could  have  influenced  Mr.  Griffiths  in  any  way  as  to  his  testimony  I  can  not  say,  but 
I  notice  that  he  volunteered  a  very  large  amount  of  information^  a  considerable 
quantity  of  which  was  merely  assumption  on  his  part,  and  an  unbiased  reader  can 
hardly  come  to  any  other  conclusion  after  having  carefully  read  and  analyzed  Mr. 
Griffiths' 8  statements,  if  put  correctly  in  the  Iron  Age  of  November  23.  I  will,  how- 
ever, call  your  attention  to  a  few  of  the  statements  made  by  Mr.  Griffiths,  which,  if 
made  as  reported,  were  not  correct;  and  if  he  is  mistaken  in  one  or  two  items  it  is 
quite  likely  that  he  is  mistaken  in  many. 

Rrst.  fie  says  that  when  plates  were  worth  $5.75  per  box  he  made  100  per  cent 
profit,  and  when  they  were  worth  only  $2.60  about  the  time  the  American  Tin  Plate 
Company  was  oi^gamzed,  he  cleared  20  per  cent  profit,  and  that  he  never  made  less 
than  that  as  a  manufacturer.  I  am  prepared  to  prove  to  you,  from  the  cost  sheets  of 
mills  thoroughly  equipped  and  organized,  that  if  Mr.  Griffiths  paid  100  cents  on  the 
dollar  for  materials  and  labor,  eitiier  he  is  mistaken  or  he  had  no  actual  knowledge  as 
to  what  his  costs  were.  A  box  of  tin  plate  is  based  on  14  by  20, 112  sheets,  or  31,360 
square  inches  surface  measure.  The  New  Castle  mills  were  built  and  in  operation 
much  earlier  than  the  Washington  Tin  Plate  Company.  The  first  sale  of  coke  plates 
made  by  the  New  Castle  mill  was  to  a  Chicago  buyer  at  $5.10  per  base  box  delivered 
f.  o.  b.  Chicago,  less  1  per  cent  cash  10  days;  and  from  this  time  the  price  of  coke 
plates  constantly  declined  until  it  stood  at  $2.50  to  $2.60  f.  o.  b.  mill  for  about  6 
months  prior  to  the  organization  of  the  American  Tin  Plate  Company.    The  average 

Srice  of  the  first  3  months*  operation  of  the  New  Castle  mill  was  $5  for  coke  plates 
elivered  f.  o.  b.  Chicago  and  New  York,  which  would  net  not  over  $4.75  at  the  mill. 
At  that  time  our  steel  billets  cost  $18.10|  per  ton;  pig  tin  2H  cents  per  pound,  and 
general  supplies  less  than  now;  and  it  was  then  costing  us  about  $3.50  per  box  to 
make  the  plates  above  referred  to.  The  present  market  price  of  steel  is  almost 
double,  ana  pig  tin  is  very  much  higher;  materials  for  repairs  and  general  supplies 
are  hijgher  to-day  than  at  the  time  when  the  New  Castle  works  were  first  put  in 
operation;  and  at  that  time  the  prices  paid  for  tonnage  and  general  labor  were 
lower  than  the  prices  that  are  now  being  paid.  The  increase  in  the  cost  of  the  raw 
materials  and  supplies  used  over  the  cost  of  the  same  materials  used  during  the  last 
half  of  1893,  the  time  above  referred  to,  without  adding  anything  for  increased  cost 
of  labor,  comes  very  close  to  $1  per  basis  box  of  finished  coke  tmned  plate.  There 
is  no  company  in  existence  that  started  at  the  time  when  the  New  Castle  works  did 
but  had  to  spend  thousands  of  dollars  in  experimenting  and  discarding  useless 
machinery  that  waa  suggested  by  our  Welsh  friends  who  came  over  to  America  to 
teach  the  Americans  how  to  make  tin  plate.  During  the  period  of  excessive  low 
prices  for  tin  plate,  which  was  during  the  year  1898,  coke  plates  were  selling  at  from 
$2.50  to  $2.60  at  the  mills.  At  that  time  tin-plate  bars,  pig  tin,  palm  oil,  lumber  for 
boxes,  and  all  necessary  mill  supplies  were  purchased  at  the  lowest  prices  that  have 
prevailed  during  the  past  7  years;  but  no  mill  in  the  Pittsburg  district  could  make  a 
box  of  coke  plate  under  $2.40  at  actual  cost,  and  if  Mr.  Griffith  was  making  a  box  of 
tin  plate  at  $2.40  he  was  doing  very  much  better  than  any  mills  we  know  of  with 
similar  equipment.  But  for  the  sake  of  analyzing  his  statement  we  will  assume  that 
his  cost  of  $2.40,  as  stated  by  him,  was  correct,  and  that  at  the  time  the  American  Tin 
Plate  Company  was  oi^nized  he  was  clearing  20  per  cent.^  If  so  it  would  require 
him  to  sell  his  plates,  based  on  a  cost  of  $2-40,  at  $2.88  per  box  net.  It  would  be 
necessary  to  allow  the  buyer  1  per  cent  cash  discount,  ana  probably  a  conamission  to 
some  jobber  or  salesman,  which  would  require  plates  to  sell  somewhere  in  the  vicin- 
ity of  $2.95  for  coke  tin  plates,  net  at  mill.  If  Mr.  Griffiths  actually  did  secure  20  per 
cent  profit,  based  on  the  cost  of  $2.40,  he  must  have  been  selling  his  plates  fully  33  to 
35  cents  a  box  above  the  average  market  price  for  No.  1  quality  coke  plates.  As  to 
his  statement  that  plat^  were  worth  $5.75  per  box,  no  such  price  was  obtained  for 
coke  plates  by  any  manufacturer,  unless  it  may  have  been  in  one  or  two  box  lots;  no 
such  price  waa  obtainable  by  any  of  the  large  well-known  mills  for  established  brands 
of  No.  1  coke  plates.    If  Mr.  Griffiths  refers  to  plates  that  he  may  have  sold  before  he 

1  See  pp.  897,  898.  Mr.  GrliQtbs's  statement  was  not  that  he  made  20  per  cent  on  his  cost  per  box,  but 
that  he  made  20  per  cent  pei  annum  on  the  capital  invested. 
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was  identified  with  and  operated  the  Washington  mill,  he  was  compelled  to  boy 
black  plate  for  dipping,  and  when  coke  plates  were  actually  selling  at  |5.75  -jper  hoiL, 
which  was  dnrinff  the  year  1891  and  the  early  part  of  1892,  black  plates  were  sdliog 
in  carload  lots  delivered  in  Pittsburg  and  Philadeli>hia  at  from  3.7  to  4  cenis 
per  pound.  A  box  of  plates  weighing  100  pounds  requires  97  pounds  of  black  plate, 
which,  at  3.7  cents,  would  practi^ly  oe  $3.69  for  the  steel.  Aa  pig  tin  was  worth  23 
cents  to  25  cents  per  pound,  the  cost  of  tinning,  boxing,  and  loss  m  wasters  in  a  snudl 
plant  could  not  nave  been  far  from  $1  per  box;  hence  we  can  not  see  where  Mr. 
Griffith  made  100  per  cent  profit  in  selling  plates  at  $5.75  per  box.  As  I  have  said, 
he  could  not  have  secured  that  price  for  coke  plates  at  any  time  while  he  operated 
the  Washington  mill,  and  if  he  referred  to  plates  dipped  he  could  not  have  parchased 
the  black  plate  at  other  mills  and  paid  100  cents  on  the  dollar  and  made  any  eoA 
profit  as  he  stated. 

I  am  also  surprised  that  Mr.  Griffiths  used  the  letter  that  he  read,  which  was  evi- 
dently written  ny  some  ''sorehead,"  with  reference  to  the  closing  down  of  mills  and 
the  output  at  the  New  Castle  works.  First,  the  statement  that  the  New  Oastle  work- 
men are  required  to  turn  out  a  larger  output  than  the  scale  calls  for  is  an  absolute 
folsehood.  The  workmen  at  New  Castle  work  under  exactlv  the  same  conditions  as 
the  men  at  all  other  mills.'  The  agreement  is  signed  with  tne  conference  committee 
representing  the  Amalgamated  Association,  and  the  same  conditions  apply  as  to  out- 
put of  all  mills.  There  is  tliis  difference,  however,  that  at  the  New  Castle  works 
there  are  2  large  mills  and  at  the  Shenango  works  4  large  mills,  making  a  total  of  6 
at  New  Castle,  on  which  larger  sheets  are  rolled  than  on  the  ordinary  smaller  tin 
mills,  and  on  which  the  workmen  are  allowed  a  larger  production,  basea  on  the  siaes 
which  they  are  working,  and  the  same  rule  applies  to  other  mills  of  similar  size.  As 
to  the  statement  about  the  mills  at  Monessen,  it  is  scarcely  worth  noticing,  except 
that  the  mills  are  arranged  differently.  They  are  under  a  patent  process  secm^  by 
Mr.  Donner,  on  which  a  small  concession  is  allowed  by  the  workmen  on  aoooont  of 
the  method  of  roughing  and  rolling  the  sheets. 

It  is  a  fact  that  the  American  Tin  Plate  Company,  when  they  assumed  the  contracts 
of  the  various  companies  at  the  time  the  purchase  of  the  individual  mills  w^as  made, 
were  encumbered  with  very  laive  orders  for  future  deUveries,  many  of  which  extended 
up  to  October  1  and  a  part  to  the  Ist  of  January,  1900.  The  entire  product  of  black 
and  tinned  plate  of  the  New  Castle  and  Shenango  mills  was  sold  fully  up  to  October 
1  and  a  very  larse  portion  of  the  last  quarter's  product  up  to  January  1,  1900.  The 
product  at  the  Snenango  mill  had  been  very  largely  sold  in  advance  by  the  Shenango 
Valley  Steel  Company.  At  the  same  time  contracts  for  fuel,  bars,  pistin,  etc.,  had 
been  made  by  the  various  companies,  which  were  also  turned  over.  Unfortunately 
the  management  of  some  of  the  smaller  mills  that  had  sold  their  product  in  advance 
had  not  been  cautious  enough  to  cover  their  supplies,  and  the  Ajnerican  Hn  Plate 
Company  was  compelled  to  purchase  materials  for  many  of  the  works  at  advanced 
prices,  while  the  product  was  sold  at  low  prices. 

Both  the  New  Castle  and  the  Shenango  works  have  been  and  are  now  making  ship- 
ments  of  thousands  of  tons  of  black  plate  to  those  known  in  the  trade  as  dippers  m 
Chicago,  Pittsburg,  Philadelphia,  Norristown,  Baltimore,  and  New  York,  ana  these 
facts  ought  to  be  good  evidence  that  ** reputable"  and  "responsible'*  dippers  of  tin 

?late  have  been  and  are  still  securing  a  supply  of  black  plate  from  the  American  Tin 
'late  Companv.  It  is  true  that  the  tin-plate  trade  has  been  handicapped  for  years 
by  irresponsible  dippers.  About  all  the  losses  the  Newcastle  works  ever  sustained 
was  by  selling  to  that  class  of  buyers,  and  1  know  of  two  other  manufacturers  whose 
losses  were  much  larger  than  our  own  on  account  of  their  selling  black  plate  for  tin- 
ning. As  good  business  policy  the  American  Tin  Plate  Company,  as  manufacturere 
of  tm  plate,  have  tried  to  discourage  the  innumerable  irresponsible  brands  that  have 
been  put  out,  with  the  view  of  having  kept  before  the  buyers  only  the  American 
Company's  own  guaranteed  brands  or  those  made  for  the  reputable  and  well-estab- 
lished jobbers  and  dealers.  They  are  very  desirous  of  putting  none  but  reliable 
roofing  plates  on  the  market;  and  this,  which  is  intendedffor  the  protection  of  the 
buyers  as  well  as  the  sellers,  does  not  meet  with  the  approval  of  a  certain  class  of 
trade,  who  would  no  doubt  like  to  buy  plates  carrying  less  coating  than  certain  well- 
known  brands  at  a  lower  pric^  and  nave  them  branded  "Jones's"  or  "Smith's" 
Worcester  grade  roofing  platea.  Formerly  the  word  "Worcest«r"  was  known  as 
denoting  an  excellent  quality  of  plate.  It  is  a  fact,  however,  that  during  the  year 
preceding  1899  large  quantities  of  plates  were  sold  as  "Worcester"  grade  that  were 
very  inferior  to  the  genuine  coated  Worcester  grade  plate.  We  believe  a  customer  in 
buying  a  piano  or  a  first-class  carriage  is  better  protected  if  he  feels  confident  that 
when  he  ouys  a  Stein  way  piano  it  is  made  by  Stem  way  &  Sons,  New  York ;  or  if  he 
buys  a  Brewster  carriage  that  it  is  the  genuine  Brewster.    I  know  that  the  manage- 
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ment  of  the  American  Tin  Plate  Company  is  very  desirous  of  furnishing  none  other 
than  plates  of  excellent  quality  and  finish  to  their  customers,  and  I  beheve  that  the 
general  practice  in  all  the  mills  is  much  better  to-day  than  it  was  as  a  whole  during 
the  preceding  years^  when  they  were  operated  under  the  individual  management  in 
accordance  with  the  whims  or  notions  of  each  superintendent,  and  he  did  not  have  an 
opportunity  to  compare  notes  with  other  mills.  The  practice  of  the  b€«t  mills  where 
the  best  results  were  obtained  has  been  and  is  being  adopted  in  all  of  the  mills  as 
fast  as  possible,  and  we  believe  that  plates  of  a  much  better  and  more  uniform  quality 
are  now  tamed  out  by  the  American  Tin  Plate  Company  than  the  general  average  of 
the  plates  under  the  independent  management.^ 

As  to  the  continuous  operating  of  the  mills  during  the  winter  season  ;^  during  the 
past  4  years  it  had  been  the  policy  of  a  majority  of  the  manu&^urers,  as  soon  as  the 
canning  season  was  over,  which  is  usually  about  the  1st  of  October,  to  sell  direct  to  the 
jobbers  and  lai^  consumers  for  the  next  6, 9,  and  12  months'  supply.  To  do  it  they 
were  compellea  to  sell  at  prices  that  would  fully  satisfy  the  jobber.  The  plates  would 
be  stored  m  the  manufacturer's  or  the  jobber's  warehouse,  and  when  the  spring  trade 
opened  those  plates  were  always  a  hindrance  to  the  manufacturers  in  securing  a  fair 
price  for  their  product ;  and  we  believe  if  the  mills  had  not  been  under  the  manage- 
ment and  control  of  the  American  Tin  Plate  Company  during  the  past  12  months 
more  mills  would  have  been  idle  on  account  of  bankruptcy  and  not  being  able  to 
run  than  have  been  already  closed  down  on  account  of  shortage  of  orders  by  the 
American  Tin  Plate  Company.  Had  the  intense  competition  continued,  no  doubt  a 
number  of  the  mills  woula  have  become  bankrupt,  as  some  were  actually  on  the  verge 
of  bankruptcy  when  they  were  purchased  by  the  American  Tin  Plate  Company. 

Mr.  Griffiths  savs,  in  conclusion,  that  in  his  opinion  "a  plant  of  6  muls  would 
enable  the  manuracturer  to  take  advantage  of  all  economies  effected  hj  the  proper 
division  of  labor,  and  that  such  a  plant  constitutfd  the  limit  of  economical  manage- 
ment by  one  good  man."  •  We  also  notice  he  stated  **that  under  present  conditions 
in  Wales  a  4-mill  plant  was  regarded  as  the  unity  of  economical  management."  I 
have  no  doubt  that  Mr.  Griffiths  is  honest  in  his  opinion.  I  will  onlv  add  that  he 
is  a  foir  sample  of  the  plausible  and  talkative  foreigners  who  assumed  to  know  all 
about  the  manufacturing  of  tin  plate  when  they  first  came  to  America.  Mr.  Griffiths 
is  a  plausible  talker,  but  as  a  progressive  tin-plate  manufacturer  he  certainly  is  not 
worth  considering.  In  fact,  there  are  very  few,  if  any,  foreigners  that  have  been  of 
much  assistance  to  the  American  manufacturers  in  establishmg  their  mills.  Nearly 
all  of  the  old  ''Welsh"  ideas  as  to  hot  rolling,  shearing,  annealing,  and  tinning  were 
discarded  and  abandoned  by  the  progressive  and  wide-awake  American  manufac- 
turers. They  were  tried  and  found  wanting  at  New  Castle,  and  at  Elwood,  Ind. 
The  American  tin-plate  manufacturere  have  made  very  rapid  advancement,  and  it 
has  been  brought  about  by  careful  and  intense  application  of  American  engineers 
and  workmen,  who  first  made  themselves  acquamted  with  the  various  processes 
necessary  to  manufacture  and  finish  tin  plate,  and  then  went  about  adopting  the  best 
methods  for  securing  the  desired  results.  The  best  organized  and  best  conducted 
plants  to-day  are  officered  and  managed  by  live  Americans. 

I  desire  also  to  call  your  attention  to  the  additional  fact  that  up  to  the  early  part  of 
the  year  1898  there  were  scarcely  enough  milk)  in  active  operation  to  supply  the  demand 
for  tin  plate,  and  the  jobbers  and  the  well-to-do  class  of  consumers  were  ready  and 
willing  to  purchase  plates  and  accept  deliveries  in  advance  of  their  actual  require- 
ments, which  enabled  all  of  the  mills  to  keep  in  continuous  operation.  A  large 
number  of  the  mills  were  completed  and  put  in  operation  during  the  year  1898  and 
the  early  part  of  1899;  and  the  manu^turing  capacity  is  now,  and  has  been  for  some 
time,  considerably  in  excess  of  the  requirements  of  American  consumers.  In  addition 
to  this  fact,  the  unprecedented  advance  in  the  cost  of  eteel  bars,  pig  tin,  palm  oil, 
boxes,  and  all  mill  supplies,  such  as  castings,  brasses,  and  labor,  nas  added  to  the 
actual  cost  of  tin  plate,  and  a  very  large  portion,  if  not  all,  of  the  export  trade  has 
been  lost  to  the  American  manufacturers.  Also  the  buyers  and  jobbers  of  tin  plate, 
like  buyers  and  jobbers  of  nails  and  all  kinds  of  merchant  iron,  are  of  the  opinion 
that  the  present  high  prices  can  not  continue  for  any  considerable  length  of  time,  and 
hence  are  not  now  disposed  to  go  into  the  market  and  anticipate  future  wants,  unless 
at  a  considerable  concession  from  present  prices;  and  with  the  present  price  of  pig 
tin,  steel  bars,  and  lumber  for  boxes  the  American  Tin  Plate  Company  can  not, 
without  actual  loss,  reduce  the  price  of  tin  plate  for  the  jobber  to  speculate  on  or  for 
the  consumer  to  anticipate  his  future  requirements  until  the  raw  materials  mentioned 
can  be  secured  at  a  lower  cost.  Taking  the  general  average  selling  price  of  tin  plates, 
as  can  be  shown  from  the  books  of  the  American  Tin  Plate  Company  for  the  year 

1  eee  Mr.  Qoing,  p.  916;  Mr.  Greer,  p.  926.  >  See  pp.  906, 906.  *  See  p.  915. 
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1899,  the  buyers  ae  a  whole  have  no  reason  to  complain.  The  jobbers'  price  as  pob- 
lisbed  in  the  Iron  Trade  Review  and  other  papers  is  not  the  price  which  the  manu- 
facturer secures  for  the  plates  f.  o.  b.  mill.  Formerly  under  tne  independent  ownei^ 
ship  and  management  of  the  mills  there  were  a  number  of  so-called  jobbers  or  deakfis 
who  simply  had  desk  r(X)m  rented  in  New  York  or  Chicago  and  would  send  out  cir- 
cular letters  to  consumers  and  buyerM  of  tin  plate  and  offer  plates  at  5  to  10  cents  per 
box  below  the  market  price.  They  were  well  posted  as  to  the  mills  that  were  some- 
what short  of  orders  and  in  such  financial  shape  that  they  must  accept  busineasi  is 
order  to  keep  in  continuous  operation  at  almost  any  price;  and  as  soon  as  they  secuivd 
an  acceptance  of  some  of  their  propositions  they  would  telegraph  that  they  had  an 
order  in  huid  to  place  and  would  state  the  price  at  which  they  would  place  it|  request- 
ing a  wire  reply.  It  is  needless  to  say  tliat  that  class  of  jobbers  or  dealers  are  now 
out  of  business;  and  of  course  they  are  very  loud  in  their  denunciations  of  the  Amer- 
ican Tin  Plate  Company.  Under  former* conditions  they  were  simplv  leaches  and 
hangers-on  to  the  trade,  which  it  seemed  impossible  to  get  rid  of  under  the  conditi(Mis 
existing  at  that  time. 

I  will  refer  to  one  other  statement  made  by  a  can  manufacturer,  Mr.  H.  F.  Going 
of  Baltimore,^  who  is  quoted  as  a  large  caniier  of  food  products,  and  until  recently  an 
extensive  manufacturer  of  cans.     He  states  that  the  coating  has  been  reduced  from 

5  pounds  to  2i  pounds  of  tin  to  100  pounds  of  black  plate,  and  that  most  of  the  redutv 
tion  has  been  made  since  the  American  Tin  Plate  Company  was  organized.  This 
statement  is  very  misleading.     First,  no  coke  plates  which  are  used  for  r^«j^nlng 

Surposes  made  by  the  Welsh  manufacturers  or  the  American  manufacturers  ever 
id  carry  5  pounds  of  coating.     None  other  than  a  very  high  grade  of  charcoal  carry 

6  pounds  of  coating  per  box.  The  facts  are  that  the  Welsh  imported  coke  plates  for 
several  years  used  for  canning  purposes  have  carried  less  coating  than  the  Americaa 
cokes.  And,  further,  it  is  susc*eptible  of  proof  that  American  tin  plates  put  on  the 
market  by  the  larger  part  of  the  American  manu&icturers  since  the  year  1892  have 
been  better  coate<i  than  the  imported  Welsh  plates.  For  proof  of  this  I  refer  vou  to 
the  largest  users  of  tin  plates  tor  canning  purposes  in  America,  such  as  the  ncific 
Sheet  Metal  Works,  of  San  Francisco;  Norton  Brothers,  of  Chicago,  also  Baltimore; 
Black  &  Krebs,  Baltimore;  Ginna  &  Co.,  New  York  City;  Phelps,  I>od^  &  Co.,  New 
York;  A.  Booth  Packing  Company,  Chicago  and  Baltimore.  The  parties  named  are 
known  all  over  the  United  States,  and  I  believe  that  you  will  find,  upon  investiga- 
tion, that  some  of  the  parties  I  have  mentioned  have  used  much  larger  quantities  of 
both  imported  and  American  tin  plate  per  year  than  ever  Mr.  H.  F.  Going  did.  And, 
further,  it  is  a  fact  admitted  by  the  largest  consumers  of  tin  plate  for  ^^^""ing  poju 
poses  that  American  Beteemer  tin  plates  furnished  by  the  American  manufacturerB 
are  and  have  been  very  superior  to  the  plates  furnished  by  Welsh  manafactarenB. 
The  steel  is  softer  and  more  ductile,  and  a  smaller  percentage  of  breakage  and 
damaged  goods  results  from  the  use  of  the  American  plates.  Second,  they  are  better 
coated;  and  last,  but  not  least,  the  consumers  of  American  tin  plate  have  had  a  better 
plate  and  at  a  lower  price  since  the  American  manufacturers  conmienoed  manafactur- 
mg  than  they  were  ever  able  to  secure  prior  to  1891.  Notwithstanding  the  enormous 
advance  in  steely  pig-tin,  and  other  supplies,  as  well  as  the  advance  in  labor,  the 
present  cost  of  tm  plates  to  the  consumers  in  America  is  away  below  any  average 
price  which  they  were  ever  enabled  to  secure  before  plates  were  furnished  by  the 
American  mills. 

Another  fact  which  I  wish  to  call  your  attention  to  is  that  a  very  lar^  majority  of 
the  late  independent  manufacturers  kre  still  stockholders  in  the  American  Tm  Plate 
Company  and  are  identified  with  the  business  and  giving  it  their  best  and  undivided 
attention  in  active  connection  with  the  management  and  operation  of  the  nnilla  I 
feel  confident  that  just  as  soon  as  the  decreased  cost  of  materials  will  warrant  a 
reduction  it  will  be  the  policy  of  the  American  Tin  Plate  Company  to  reduce  the 
price  to  the  lowest  possible  limit,  in  order  to  increase  the  home  consumption  of  tin 
plates,  and  also  to  secure  all  of  the  canners'  export  trade.  We  feel  certam  that  this 
will  be  the  policy  of  the  company. 

As  to  discrimination  in  closing  down  mills,  I  wish  to  call  your  attention  to  a  few 
matters  that  perhaps  Mr.  Griflfiths  and  others  have  not  thought  of.  First,  the  New 
Castle  mills  have  contracts  for  fuel  extending  into  the  first  of  the  year  1900.  The 
Moneesen  and  some  other  mills  referred  to  are  advantageously  located  as  to  fuel 
supply.  The  Cumberland  mill,  which  is  mentioned  as  being  one  discriminated 
against,  is  not  advantageously  located  as  to  fuel  and  steel  supply.  Unfortanately 
there  is  no  tinning  department  connected  with  the  Cumberland  mills.  Laige  quanti- 
ties of  what  is  known  as  black  iron  are  made  by  the  sheet  mills  for  the  makers  of 

1  Sec  p.  916. 
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mnite  ware,  and  a  ffreat  deal  of  it  was  f onnerly  made  in  such  mills  aa  the  Climber- 
kmd  mill.  You  will  notice  that'  the  sheet-iron  trade  is  very  much  depressed  at 
present,  and  the  only  reason  for  closing  down  the  Cumberland  mill  was  a  shortage 
of  orders  and  the  fact  that  they  were  not  equipped  for  tinning  purposes.  It  is  hoped 
that  trade  will  so  revive  and  that  the  demand  will  be  such  tna.t  a  majority,  if  not  all, 
of  the  tin-plate  mills  can  be  put  in  operation  very  soon  after  January  1. 

Another  fact:  a  laige  number  of  the  mills  have  been  in  continuous  operation  for  the 
past  3  or  4  years,  and  it  has  been  found  necessary  to  make  some  extensive  repairs 
and  changes  in  furnaces  and  equipment  A  number  of  mills  that  are  now  closed 
down  are  Delng  thoroughly  overhauled  and  put  in  first-class  condition.  We  find  it 
will  be  neoessarv  to  close  down  the  New  Castle  mills  about  the  middle  of  this  month 
for  about  3  weeks  to  make  some  repairs  that  are  absolutely  necessary  and  can  not  be 
delayed  any  longer.  We  find  it  necessary  to  rebuild  some  anneahng  furnaces  and 
make  several  betterments.  A  4  weeks'  shut  down  annually  is  necessary  to  keep  any 
mill  in  proper  condition  for  continuous  operation,  even  if  the  demand  is  such  as  to 
require  the  full  production  of  the  mills  continuouslv  for  12  months;  and  the  keeping 
of  some  mills  in  continuous  operation,  while  others  have  been  closed  down  on  account 
of  the  conditions  I  have  referred  to,  is,  we  believe,  such  business  policy  as  any  com- 
petent management  would  adopt. 

I  beg  pardon  for  imposing  on  your  valuable  time  with  this  long  communication.  I 
hope  and  believe,  however,  that  you  will,  as  a  citizen  of  New  Castle,  somewhat 
^miliar  with  the  history  of  the  tin-plate  trade,  have  the  actual  facts  clearly  and 
fairly  placed  before  your  commission.  I  trust  that  if  your  report  is  now  completed, 
if  the  statements  published  in  the  Iron  Trade  Review  of  November  23  have  been  mis- 
leading to  those  members  of  your  commission  who  were  not  familiar  with  the  tin- 
plate  situation,  you  will  call  tneir  attention  to  the  facts  I  have  x>re8ented.  If  any 
additional  information  is  desired  I  shall  be  pleased  to  furnish  it,  either  in  writing  or 
in  person.  I  regret  that  someone  who  was  thoroughly  familiar  with  all  the  detaib  of 
the  manufacturing  of  tinned  and  teme,  or  roofing,  plate,  as  well  as  the  uses  to  which 
the  various  grades  are  put,  could  not  have  been  present  to  cross-examine  Mr.  Grifi&th 
and  Mr.  Going  for  your  information. 

The  statements  that  I  have  made  as  to  costs,  selling  price,  quaUty,  coating,  ete., 
can  be  verified  by  competent  and  unimpeachable  witnesses  under  oatn. 

Thanking  you  m  advance  for  ^ving  this  communication  your  attention,  and  assui^ 
ing  you  that  I  have  no  other  object  than  to  see  that  the  facts  connected  with  the 
American  tin-plate  industry  be  fairly  presented  to  your  honorable  body,  and  believ- 
ing that  under  your  careful  leadership  these  facts  will  receive  fair  and  just  treatment, 
I  am. 

Very  truly,  yours,  Gborge  Grebr. 

(The  following  are  interrogatories  proposed  to  Mr.  Greer,  and  answers  made  by 
him.) 

Q.  What  has  been  the  course  of  prices  of  finished  tin  plate  from  the  time  when 
your  establishment  was  organized  to  the  present  date? — A.  Commencing  with  the 
year  1892,  and  continuing  until  the  latter  part  of  the  year  1898,  there  was  a  decline 
m  the  prices  of  tin  plate  auring  each  year.  During  the  latter  ^rt  of  the  year  1894 
there  was  a  decline  of  $1  ^r  base  box  on  account  of  the  reduction  in  the  tariff.  As 
an  offset  to  the  reduction  m  the  tariff  a  large  reduction  was  conceded  and  allowed  by 
skilled  and  general  labor.  Also,  fortunately  for  the  tin-plate  manufacturers,  the  price 
of  steel  declmed  to  about  $15  to  $16  per  ton.  Prices  of  black  plate  for  tinning  pur- 
poses declined  fully  1  cent  per  pouna,  or  $20  per  net  ton.  During  a  portion  of  the 
third  and  fourth  quarter  of^the  year  1895  there  was  a  small  advance  in  tin  and  black 

Elate,  caused  by  a  sharp  advance  in  steel.  The  advance  in  steel,  however,  did  not 
old  for  uiy  ffreat  len^h  of  time,  and  as  steel  declined  the  prices  of  black  and  tinned 
Slate  declined  proportionately  to  a  point  below  the  lowest  price  received  for  plates 
urins  the  year  1895.  From  the  latter  part  of  the  year  1896  until  the  latter  part  of 
1898  the  price  of  tinned,  teme,  and  charcoal  plates  declined,  selling  lower  auring 
1897  than  during  1896,  and  lower  during  1898  than  during  1897. 

Q.  How  would  you  analyze  the  cost  of  manufacture  so  as  to  show  the  profit  per 
box  throughout  tnis  perioa? — A.  The  plan* adopted  by  the  New  Castle  works  for 
analyzing  tne  cost  of  manufacture  to  show  the  profit  per  box  through  this  period  was 
as  follows : 

First  No  interest  on  capital  invested  was  charged  in  any  expense  or  cost  account. 
Account  was  kept  of  the  amount  of  fuel  consumed;  cost  of  steel;  labor^  including 
tonna^,  skilled  and  piece  labor,  day  labor,  and  machinists;  repairs,  lubricants,  ana 
supplies,  pig  tin,  palm  oil,  acid,  and  general  supplies,  boxes,  superintendence,  office 
ana  clerical  force,  genersd  expense  account  (which  includes  taxes,  insurance,  and 
incidental  expensesj .    All  betterments  and  additional  construction  or  addition  to 
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milk  were  charged  to  oonfltmction  account  The  ooet  per  box  of  plate  was  determmed 
bv  charging  the  tinning  department  with  the  net  nmnber  of  pounds  of  finished  black 
plate  delivered  to  the  tinning  department,  with  the  cost  of  the  white  pickling,  indod- 
mg  acid  and  labor,  delivering  ti>e  white  pickled  plates  to  the  tinmen,  riser,  duster, 
and  cleaning,  delivering  the  plate8  to  the  assorting  room,  including  the  assorter  or 
inspector,  the  reckoner  (being  the  party  who  counts  the  sheets) ,  shearmen  (or  trim- 
mers) ,  boxers,  branding  or  stenciling  of  boxes,  truckmen,  shipping  and  warehouse 
labor,  and  handling,  shipping  or  stonng  the  box  of  plates.  The  lueT  delivered  to  the 
tinning  department  was  charged  separately;  also  a  reasonable  proportion  of  the  office 
and  clerical  expenses,  reckoned  as  necessary  to  take  care  of  that  department;  ako 
the  machinists'  labor  and  supplies  for  repairs.  The  account  of  the  tjnning  depart- 
ment was  always  kept  se{)arate  from  the  hot-rolling  and  black-plate  departmsit, 
inasmuch  as  we  have  always  sold  laige  quantities  of  black  plate;  hence  tne  cost  of 
tin  plate  was  arrived  at  by  adding  the  net  cost  per  box  of  tinning  to  the  net  cost  of 
the  substance  or  weight  of  black  plate  used  per  box  of  tin  plate.  In  addition  to  the 
items  enumerated,  the  loss  from  seconds,  or  what  is  known  as  wasters  (which  usoallT 
sell  at  25  cents  per  base  box  less)  must  be  added  to  the  cost  of  firsts  or  primes.  Tlie 
percentage  of  wasters  usually  amounts  to  from  8  to  12  boxes  per  100  in  ooke-fioibbed 
plates,  and  in  charcoals,  from  12  to  20  boxes  per  100.  The  allowance  or  depreciation 
for  charcoals,  however,  is  much  higher,  from  50  cents  to  $1  per  box,  depenoing  upon 
the  substance  or  weight  of  the  plate  coated. 

Q.  Are  the  workmen  in  the  tin-plate  company  trade-union  workmen  nnder  the 
Amalgamated  Association,  and  do  they  receive  the  Amalgamated  scale  of  wages? — ^A. 
My  understanding  is  that  all  of  the  skilled  workmen  employed  in  the  various  mills 
of  the  American  Tin  Plate  Companv  are  members  of  the  Amalgamated  Association 
and  the  Tin  Workers'  International  ^Protective  Association  of  America. 

Q.  Has  the  American  Tin  Plate  C^ompany  been  as  ready  to  treat  wnth  trade»imi<A 
men  as  were  the  separate  companies  before  the  organization,  and  are  trade  nninnff 
and  their  officials  recognized  by  the  tin-plate  company? — A.  The  American  Tin  Plate 
Ck>mpany  has  recognized  and  treated  with  the  trade-union  men  as  an  organization,  as 
the  individual  establishments  did  before  the  consolidation.  Further,  when  the  Amer- 
ican Tin  Plate  (Company  bou^^ht  the  individual  mills,  several  were  running  nonunion: 
that  is,  they  did  not  recognize  the  Amalgamated  Association  or  the  Tm  Workers' 
Association.  The  American  Tin  Plate  Company  did  agree  with  the  Amalgamated 
Association  and  the  Tin  Workers'  Association  that  they  might  unionize  all  tlie  mills, 
and  a^eed  to  pay  and  are  paying  the  Amalgamated  scale  prices  for  hot  rolling  and 
sheanng  and'  the  Tin  Workers'  Protective  Association  prices  in  the  tinning  depart- 
ments. This  applies  to  all  the  mills  under  the  control  of  the  American  Tin  Plate  Com- 
pany, with  the  possible  exception  of  the  Monessen  mill,  on  account  of  a  different 
process  of  roughing  and  hot  rolling  black  plate.  The  trade  unions  and  their  ofiidals 
are  recognized  and  treated  with  by  the  officers  and  district  managers  of  the  American 
Tin  Plate  Company. 

Q.  Kindly  explain  the  relation  between  the  American  Tin  Plate  C!ompany  and  the 
various  dippers  in  the  country,  stating  under  what  conditions,  if  at  all,  the  Tin  Plate 
Company  nas  refused  to  sell  black  plate  to  the  dippers. — A.  During  the  year  1898  the 
price  of  finished  tin  coke  plates  and  charcoal  plates  had  declined  to  such  an  extent 
that  a  number  of  the  dipping  plants  discontinued  buying  plates,  except  such  as  they 
coated  and  sold  ob  teme  or  roofing  plate.  The  individual  manu^turers  who  weie 
properly  equipped  and  prepared  to  tin  their  plates  could  tin  the  plates  and  sell  them 
to  tne  trade  at  a  price  at  wnich  the  dippers  could  not  afford  to  sell  to  the  general 
trade.  The  price  at  which  coke  and  the  cheaper  grades  of  charcoal  tin  plate  were 
selling  was  the  market  price  for  black  plate  with  tne  cost  of  tinning  added,  which 
left  no  mai^n  to  the  dipper  for  paying  freight  on  black  plate,  unloading,  handling, 
coating,  shipping,  and  delivering.  Hence  a  considerable  number  of  stacKS  were  not 
in  operation  during  the  year  1898.  The  majority  of  those  operated  were  tinning 
roofing  plates,  and  a  number  discontinued  dipping  a  portion  of  their  plates  and  pur- 
chased roofing  plates  direct  from  the  mills,  as  the  margin  between  the  cost  of  bmck 
plate  and  the  selling  price  of  the  finished  tin  plate  was  not  such  as  would  justify 
some  of  them  in  operating  their  tinning  or  dipping  machines. 

As  to  the  American  Tin  Plate  Company's  relation  with  the  various  dippers  of  the 
country,  I  can  not  say  as  to  all  of  them.  *  We  have  orders  on  the  books  at  the  New- 
castle works  for  delivery  to  dippers  in  large  (quantities,  a  number  of  which  orders  have 
been  but  recently  entered  for  aippers  in  Chicago,  Baltimore,  Philadelphia,  and  New 
York.  We  have  shipped  to  dippers  doin^  busmess  in  the  cities  mentioned,  including 
Pittsburg  and  the  vicinity  of  Pniladelphia,  during  the  year  1899,  about  28,000  net 
tons  of  black  plate.  Taking  100  pounds  substance  as  basis,  a  ton  of  black  plate  is 
the  equivalent  of  20  boxes  of  tin  plate.    In  addition,  there  was  shipped  Dy  the 
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NcHhannock  works  of  the  New  Castle  district  dnriiiff  the  first  6  months  of  the  year 
fully  3,000  tons  of  black  plate,  making  a  total  of  about  31,000  tons  of  black  plate 
shipped  to  dippers  from  the  New  CasUe  district  I  have  no  knowledge  and  nave 
not  heard  that  the  American  Tin  Plate  Company  has  refused  to  sell  black  x>late  to 
any  responsible  buyer  or  dipper  who  is  prei)ared  to  pav  for  it  and  to  comply  wititi  the 
terms  of  the  sales  aepartment  of  the  American  Tin  Plate  Company.' 

Q.  What  is  the  nature  of  the  contract  which  the  American  Tin  Plate  Company 
makes  with  former  owners  of  special  brands?  Are  the  purchasers  of  these  brandls 
required  to  buy  all  their  tin  plate  from  the  American  Tin  Plate  Company? — A.  As  to 
the  nature  of  contracts  which  the  American  Tin  Plate  Company  misht  have  made 
with  owners  of  special  brands  I  am  not  advised.  I  have  not  neard  of  any  instances 
of  purchasers  bemg  required  to  buy  all  their  tin  plate  from  the  American  Tin  Plate 
Company. 

Q.  How  does  the  quality  of  the  tin  plate,  both  as  regards  thickneos  of  coating  and 
the  finish  of  the  plates,  compare  with  that  made  in  this  countrv  2  years  ago  by  mde- 
pendent  manufacturers? — ^A.  Both  as  regards  coating  and  finish  of  plate,  so  far  as  I 
nave  seen,  I  believe  that  the  standard  quality  of  the  plates  in  some  mills  is  uniformly 
better,  and  as  district  manager  of  the  New  Castle  mills  I  have  instructions  in  writing 
from  Mr.  Arms,  of  the  operatinff  department  at  Chicago^  to  ma^e  a  good  plate  at  the 
New  Castle  mills.  I  believe  that  the  finish  and  coatmg  of  the  common  teme  or 
roofing  plates  has  been  improved  at  the  New  Castle  mills  during  the  present  year, 
and  the  nigher  grade  roofing  and  charcoal  plates  are  fully  up  to  their  former  high 
standard  as  to  quality  and  miish.  And  as  to  coke  plates,  we  are  doing  our  best  to 
improve  as  to  quality  and  finish  at  both  the  New  Castle  and  the  ShenanflK)  works. 
We  are  now  making  some  changes  and  hope  to  turn  out  a  better  finishea  plate  in 
the  New  Castle  district  during  the  year  1900  than  we  have  uniformly  turned  out 
during  any  preceding  year. 

Q.  Explam  the  reasons  for  the  closing  down  of  the  mills  of  the  American  Tin  Plate 
Company  at  Pittsburg. — A.  My  understanding,  based  on  the  explanation  of  the  dis- 
trict manaeer  of  the  Pittsburg  mills,  is  that  they  were  closed  clown  on  account  of 
shortage  of  orders. 

Q.  Have  there  been  any  strikes  on  the  part  of  the  workmen  employed  by  the 
American  Tin  Plate  Company  since  its  onanization?  If  so,  explain  orieflv  the  cir- 
cumstances and  the  results. — A.  I  know  oinone  except  one  at  Elwood,  Ina.,  caused 
by  the  discharge  of  a  workman  for  taking  spirituous  liouors  into  the  mill  and  thereby 
violating  one  of  the  rules  of  the  company.  We  understand  the  strike  was  not  of 
long  duration,  and  the  workmen  were  requested  to  return  by  the  president  of  the 
Amalgamated  Association.  From  the  information  we  have,  we  believe  the  Amalga- 
mated Association  were  hasty  and  were  not  justified  in  declaring  a  strike. 

Q.  What  are  the  chief  reasons  for  the  formation  of  the  American  Tin  Plate  Com- 
pany?— ^A.  After  having  considered  the  then  existing  condition  of  the  tin-plate  indus- 
try, for  some  considerable  time  prior  to  the  purchase  of  the  individual  mills  by  the 
American  Tin  Plate  Company,  we  concluded  that  it  would  be  better  for  us,  as  stock- 
holders of  individual  mills,  that  all  should  become  partners  each  with  the  other.  By 
so  doing  we  hoped  to  stop  the  intense  '* cutthroat"  competition,  and  believed  that 
the  milTfl  under  one  management,  by  the  purchasing  of  supplies,  and  by  distributing 
the  finished  product  from  the  mills  nearest  to  the  buyer  or  consumer,  would  secure 
savingBthat  could  not  be  secured  by  the  independent  individual  mills. 

Q.  What  are  the  chief  advantages  from  sudh  a  oombioation  that  have  beenproved 
by  the  experience  since  its  organization? — ^A.  In  so  short  a  period  it  is  dimcult  to 
state  what  advantages  or  disadvantages  arise  &om  the  consolidated  or  single  owner- 
ship of  the  individual  companies.  In  my  judgment  the  time  is  too  short  since  the 
organization  of  the  American  Tin  Plate  Company  and  the  conditions  under  which 
thev  have  been  compelled  to  operate  up  to  the  present  time  have  been  so  unusual  as  to 
maxe  it  impossible  to  reach  a  lair  conclusion  as  to  the  advantages  or  disadvantages  of 
the  oonsolioation.  The  unprecedented  advance  in  all  kinds  of  raw  material  and  sup- 
plies, as  well  as  the  advance  in  labor,  made  it  necessary  for  the  American  Tin  Plate 
Company  to  advance  the  price  of  tin  plate.  The  advance  in  bars  was  fully  120  per 
cent,  in  pig  tin  150  per  cent,  and  in  labor  &om  15  to  25  percent^  and  there  were  large 
advances  in  all  kinds  of  materials  and  supplies.  The  advance  in  tin  plate  has  not 
been  inproportion  to  the  advance  in  raw  materials. 

Q.  What  are  the  chief  disadvantage,  if  any,  that  come  from  such  an  oiganization? 
For  example,  is  there  any  lack  of  efiiciency  on  the  part  of  superintendents  coining  from 
the  fact  that  they  are  workers  under  orders  instead  of  inaependent  producers?— A. 
We  can  only  answer  from  our  own  experience.  During  the  past  year  the  entire  man- 
agement of  the  New  Castle  mills,  with  the  exception  oi  the  purchasing  of  steel,  pig 
tin,  and  supplies,  and  the  selling  of  the  product,  has  been  under  my  care,  and  the 

1  See  Mr.  Orifflths,  pp.  891-^96. 
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New  Oastle  mills  have  been  operated  and  managed  nnder  my  inetractioiifl  exactly  ae 
they  formerly  were  when  the  New  Oastie  mill  was  nm  independentiy.  This  applies 
to  tine  Shenango,  New  Cagtle,  and  Neihannock  mills.  I  belieye  that  if  the  Ixiyeic 
and  users  of  tin  plate  in  the  United  States  will  giye  the  American  Tin  Plate  CompiuiT 
a  reasonable  time  they  will  conclude  they  are  aoooided  ^r  and  just  treatment.  No 
indiyidual  company,  and  much  less  a  laige  company,  can  afford,  as  a  matter  of  boa- 
nesB  policy,  to  be  aroitrary  or  to  ffiye  their  customers  any  other  than  fsSr  and  just 
treatment;  and  we  belieye  that  tne  present  policy  of  the  American  Tin  Plate  Com- 
pany is  to  consider  carefuUy  the  interests  of  the  Duyer  and  to  deal  justly  with  all 
their  customers. 

Q.  Haye  you  any  suggestions  to  make  regarding  legislation  in  connection  with 
industrial  combinations,  either  to  restrict  t£em  in  their  form  of  oiganization  or 
in  their  manaaemen^  or  to  protect  them  and  thdr  interests  in  any  way? — ^A.  We 
belieye  the  political  agitation  with  reference  to  dassing  laige  corporations  as  trusts 
or  monopolies  is  premature.  The  time  will  come  in  the  near  future  when  the  pro- 
duction and  supj^y  of  the  blast  furnaces  and  steel  mills  will  be  fully  equal  to  the 
demand,  and  on  account  of  the  changed  conditions  and  the  magnitode  of  bosnesB 
enterprises  only  large  corporations  or  affsregations  of  capital  can  at  all  exist  and 
make  a  reasonable  return  to  the  stockhoMers,  and  at  the  same  time  furnish  the  fin- 
ished product  at  reasonable  prices  to  the  buyer  and  consumer.  I  belieye  that  hasty 
legislation  should  be  ayoidea,  and  the  new  organizations  should  be  giyen  a  fair  an^ 
impartial  trial  before  the  lawmakers  of  the  country  undertake  to  handicap  them  bv 
hasty  legislation.  If  you  consider  the  abnormal  conditions  under  which  tiie  Ameri- 
can Tin  Plate  Ck>mnany  has  been  compelled  to  do  business  during  the  year  18d9,  yoa 
will  see  that  the  aoiyance  on  tin  plate  has  not  been  in  proportion  to  the  adyanoes 
made  in  raw  materials  used  in  the  manufacture,  nor  in  proportion  to  the  adyance  d 
the  finished  products  in  other  lines  of  which  the  baas  is  steel.  For  instance,  tl:^ 
lowest  point  at  which  wire  nails  sold  per  basis  to  jobbers  during  the  period  of  low 
prices  was  from  $1.05  to  $1.10.  Thepresent  price,  I  am  informed  this  momine,  is 
$3.15,  being  an  adyance  of  nearly  2(X)  per  cent  There  is  yery  much  less  iSbor 
employ^  in  makins  a  k^  of  wire  nails  than  in  makinff  a  box  of  tin  plate.  Steel 
bars  haye  adyanced  from  tne  lowest  price  of  $15.50  to  $S6  per  ton,  while  the  base  oi 
tin  plate,  from  the  low  price  of  1898,  $2.60  per  base  box,  has  risen  only  to  $4.65  per 
base  box  f.  o.  b.  mill.  You  will  find  by  comparison  with  pig  iron,  steel,  wire  naik, 
angles,  beams,  channels,  etc.,  that  the  adyance  is  much  less  on  tin  plate  than  in 
other  oranches  of  the  iron  trade.  Although  the  American  Tin  Plate  Company  has 
been  attacked  by  numerous  correspondents  in  a  number  of  Eastern  papers  oh  the 
ground  that  they  haye  arbitrarily  adyanced  tin  plate,  the  actual  facts  are  that  the 
profit  to  the  American  Tin  Plate  Company,  based  on  the  increased  cost  of  materials 
and  labor,  is  to-day  less,  taking  into  account  the  output  and  the  large  amount  of 
labor  employed,  than  in  almost  any  other  branch  of  the  iron  business  with  which 
we  are  mmiiiar. 

Q.  Make  any  further  statements  on  the  subject  which  seem  to  von  of  consequence.— 
A .  As  stated  in  my  letter ^  a  box  of  plates  containing  112  sheets,  14  oy  20  inches,  or  31 ,360 
square  inches,  is  what  is  known  to  the  trade,  dealers,  jobbers,  and  buyers  as  the 
basis  for  a  box  of  tin  plate,  and  where  prices  are  quoted  without  adding  to  the  quo- 
tation that  they  are  for  charcoal,  teme,  or  roofing  plates  it  is  always  understood  that 
it  refers  to  what  is  known  as  coke  or  canners*  puU».  Charcoal  plates  are  made  of 
yarious  grades  in  at  least  4  qualities,  the  price  depending  upon  the  finish  and 
amount  of  coating  per  box.  Teme  or  roofing  plate  also  yanes  greatly  in  price, 
depending  upon  the  substance,  finish,  amount,  and  quality  of  coating.  The  quota- 
tion of  $2.60  per  box,  being  the  price  at  which  coke  plates  were  sold  f.  o.  b.  mill 
during  the  latter  part  of  the  year  1898,  referred  to  a  100-pound  basis;  ^at  is,  it  referred  to 
a  box  of  plates  containing  112  sheets,  14  by  20,  whose  substance  or  weight  when  coated 
was  100  pounds.  Hence,  when  Mr.  Griffiths  referred  to  plates  selling  at  $2.00,  the 
only  interpretation  that  the  general  trade  could  place  on  nis  statement  was  that  he 
referred  to  a  box  of  coke  plate.  In  justice,  howeyer,  to  Mr.  Griffiths,  I  am  of  the 
opinion  that  the  larger  proportion  of  his  trade  was  in  roofing  plates^  and  as  the  price 
of  roofing  plate  depended  somewhat  on  the  brand,  finish,  ana  coating,  the  yariataon 
in  price  was  almost  as  great  as  the  number  of  brands  under  which  roofing  plate  was 
sold.  Profits  or  prices  based  on  teme  plate  should  haye  no  bearing  on  coxe  pliUes 
used  by  canners  and  the  general  trade,  as  the  Quantity  of  roofing  plate  sold,  com- 
pared with  coke  plate,  is  but  a  small  proportion  of  the  entire  ou^at  of  the  American 
tin-plate  manufacturers. 

State  of  PENNSTLyAKiA,  Oounty  of  Lawrenee: 

I  swear  that  those  statements  made  by  me  of  my  own  knowledge  are  true,  and 
that  all  other  statements  I  belieye  to  be  true;  alao  that  the  information  giyen  and 


THE   TIN-PLATE   COMBINATION: — TAYLOR.  981 

the  facts  as  set  forth  in  a  letter  addressed  to  the  Hon.  Thomas  W.  Phillips,  under 
date  December  8,  1899,  are  true  aa  to  the  material  facts  and  statements  aa  set  forth  in 
said  letter. 

Gbobob  Grebb. 

Sworn  to  and  subscribed  before  me  this  27th  day  of  December,  A.  D.  1899. 

[ssAL.]  Walter  D.  Olabk, 

Notary  PuMic 


Washington,  D.  C,  December  8y  1899, 
TESTIMOHT  OF  MB.  HATHAH  A.  TATLOB, 

Independent  tinrplate  manufadurer. 

The  commission  met  at  11.55  a.  m. ,  Vice-Chairman  Phillips  presiding.  Mr.  Nathan 
A.  Ta);lor,  of  Philadelphia.  Pa.,  independent  tin-plate  manufacturer,  was  introduced 
as  a  witness,  and  being  duly  sworn  testified  as  follows: 

Q.  (By  Mr.  Clarke.)  rlease  give  your  name,  residence,  and  occupation. — A. 
Nathan  A.  Taylor,  Philadelphia.  I  am  a  member  of  the  firm  of  N.  &  G.  Taylor 
Co.,  manufacturers  of  tin  plate.  We  are  also  dealers  in  kindr^  articles,  but  that  is 
unimportant. 

Q.  Is  that  a  partnership  or  a  corporation? — A.  A  partnership;  it  always  has  been. 

Q.  How  lone  has  the  firm  existed? — A.  We  are  a  very  old  firm,  with  changes  in 
the  partners.  I  have  been  connected  with  it  from  my  younger  days,  for  35  years, 
and  I  have  been  a  partner,  I  think,  for  20  years. 

REASONS  FOR  BUILDING  A  LARGE  TINNING  PLANT  ONLY. 

Q.  Do  yog  mannfactore  tin  platefl?— A.  Yee. 

Q.  How  long  have  ^oa  been  manufacturing  them? — ^A.  We  have  been  manufao- 
turing  tin  plat^  in  Pmladelphia  since  the  tarSf  bill  of  1890.  I  believe  that  was  tiie 
date  of  the  McEinley  bilL 

Q.  But  your  firm  existed  before  in  the  manufacture.  What  did  you  manufacture 
before? — ^A.  We  hove  always  made  very  largely  special  brands  of  tin  plate,  being 
very  closely  connected  and  allied  with  the  consumers'  interests;  and  before  it  was  pos- 
sible to  make  tin  plates  in  this  country  we  had  them  made  for  us  in  Wales  and  Engluid, 
and  under  our  own  formula  very  frequently,  bein^  closely  connected  with  those  works 
which  supplied  us.  When  the  tanff  changed  m  1890,  we  simply  transferred  the 
making  of  those  brands  and  that  tin  plate  to  our  works  here. 

Q.  Ssfore  1890  and  since  then,  did  you  and  do  you  manufacture  both  tin  and 
teme  plated— A.  Both  kinds. 

Q.  And  pat  your  own  special  brand  upon  them?— A.  Not  necessarily. 

Q.  Tour  plates  had  a  reputation  in  the  trade? — A.  Tes;  I  think  so. 

Q.  Before  the  industry  was  established  in  this  country?— A.  Yes;  since  it  is  neces- 
sary with  some  brands  to  individualize  them  in  some  way  by  stamping  the  sheets. 
That  is  done  in  roofing  tin  largely,  so  that  the  consumer  will  know  wnat  those  brands 
are;  otherwise,  if  taken  out  of  the  box,  there  would  be  no  way  of  identifying  the 
brand.    We  originated  that  idea  of  stamping  those  sheets  a  good  many  years  ago. 

Q.  Do  yon  manufacture  your  black  plates  or  confine  yourselvee  to  tinning? — ^A.  We 
confine  ourselves  to  tinning. 

Q.  Where  do  you  get  your  black  plates? — ^A.  Our  black  plates  for  the  last  7  or  8 
years,  probably,  nave  been  lai^y  of  American  manufacture  and  obtained  from  Amer- 
ican mills.    Ii  I  might  be  allowed  to  explain 

Q.  (By  Mr.  Phiulifs.)  Certainly. — ^A.  We  thought  we  knew  a  great  deal  about 
the  tin-plate  industry,  haying  been  really  connected  and  identified  with  it  over  so 
Ions  a  number  of  years.  When  the  tariff  changed,  fortimately  for  us  as  we  thought 
in  America,  enabhng  us  to  make  tin  plates  here,  one  of  two  things  was  open  to  us — 
either  to  put  up  a  complete  plant,  as  it  might  be  called,  combining  the  making  of 
black  plate  with  the  timiing  process,  or  to  separate  the  two.  I  felt  that  we  should 
be  best  served  in  our  inter^tsby  putting  up  alaige  tinning  plant,  for  several  reasons; 
by  doing  that  we  put  it  up  in  our  own  city,  largely  an  industrial  city  and  a  very 
important  center  for  distribution,  in  which  we  could  have  a  better  command  of  labor 
both  in  the  quantity  and  quality  and  cost  of  labor;  and  the  freight  from  Philadelphia 
on  what  we  might  not  sell  in  Philadelphia  proper  would  be  very  small,  reaching 
large  centers,  as  three-fourths,  or  65  per  cent  at  least,  of  the  tin  plate  used  in  the 
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United  States  is  consamed  east  of  the  Allegheny  Moontains.  A  more  impCMtant 
reason  that  influenced  ub  in  simply  putting  up  a  very  comprehenaiye  tinning  works 
was  the  desire  to  have  that  laige  power  of  tinning  in  order  to  fill  promptly  oar  co^ 
tomers'  wants  withi  n  any  reasonable  ti  me.  Then  I  felt  at  the  time  toat  if  we  waited  a 
little  while  we  should  know  a  ffreat  deal  more  about  maUng  black  plate  in  Americt 
than  they  ever  had  known  in  Wales,  that  the  product  on  the  other  side  was  not  is 
good  as  it  ought  to  be,  and  that  their  ideas  were,  as  we  know  in  kindred  thinffs,  very  old, 
and  they  could  see  no  reason  for  changing  them.  I  felt,  therefore,  that  if  we  waiieil 
a  little  while  we  should  know  a  great  aeai  more  here  about  making  that  black  plate, 
and  it  would  cost  us  a  great  deal  less  to  put  a  black-plate  mill  up  subeequently  than 
it  would  to  put  it  up  in  a  hurry.  I  felt  that  with  the  inventive  genius  of  the  Ameri- 
can people  means  would  be  found  to  very  laigely  improve  and  at  the  same  time 
cheapen  that  manufacture  of  black  plate,  and  so  we  have  been  waiting  from  year  to 
year,  and  every  year  has  seen  succeaBive  steps  in  that  improvement. 

AMKBICAM  IMPBOVBmeKTB  IN  BLACK  FLATB  AND  IN  TINNINO. 

Q.  (By  Mr.  Clarke.^  How  do  the  black  plates  produced  in  this  oonntry  now  com- 
pare for  <)uality  with  those  produced  abroad? — A.  Oh,  Uiey  are  very  largely  saperior 
to  anything  that  is  produced  abroad.  I  speak  of  that  in  the  finished  product.  In 
the  Bessemer  quality,  as  far  as  the  intrinsic  quality  is  concerned,  the  American  Besse^ 
mer  is  vastly  superior  in  every  respect — ^in  ductility  and  tensile  strength,  in  the  sur- 
face and  in  the  finish — in  every  respect  vastly  superior  to  the  foreign  quality.  In  the 
open-hearth,  or  the  Siemens-Martin,  process  we  have  not  improved  materiallv,  I  think, 
over  the  quality  of  the  foreign  production,  nor  has  that  been  used  very  largely  in 
America.  In  Wales  they  were  obliged  to  use  those  two  separate  materials,  the  Besse^ 
mer  and  the  open-hearth  product,  according  to  the  use  you  might  want  to  put  that 
tin  plate  to,  and  the  difference  was  very  wide  over  there;  but  in  America  our  MBsemer 
has  oeen  so  vastly  improved  that  there  is  not  that  difference  between  the  Beasemer  as 
produced  now  and  the  open-hearth  as  we  would  produce  it  here.  ^ 

Q.  What  proportion  oi  the  black  plates  used  in  this  country  are  Bessemer  and  what 
open-hearth? — A.  For  tin-plate  purposes  it  is  somewhat  difficult  to  say.  I  oouid  not 
hazard  a  guess  at  it;  it  would  simply  be  a  guess. 

Q.  Has  the  process  of  tinning  been  improved  since  the  industry  was  established  in 
this  countnr? — A.  We  have  made  very  manv  improvements  in  tinning,  but  they  are 
not  so  marked  as  the  improvement  in  the  black  plate. 

Q.  How  do  the  present  prices  of  tin  and  teme  plates  compare  with  the  prioee  for  5 
years  prior  to  189(Jr — A.  I  can  not  speak  from  recollection  as  to  facts.    I  think  the 

S resent  prica  are  much  less  than  they  were  at  that  time,  but  I  am  speaking  without 
ata  before  me.    They  are,  I  think,  no  higher  to-day  than  they  were  5  or  6  years  aga 
Q.  Do  yon  now  import  any  tin  plate  or  black  plate? — ^A.  No,  not  to  an^  extent ; 
only  in  a  very  small  way,  in  special  items  where  there  is  some  necessity  for  it. 

WORK   PEOPLE  AND  WAQBB. 

Q.  What  wages  are  paid  to  your  operatives,  and  also  to  the  operatives  in  the  black- 
plate  mills? — A.  I  can  not  speak  from  knowledge  of  the  wages  in  the  black-plate 
mills.  The  wages  in  our  tinning  works  are  grad^  very  much  throughout  the  differ- 
ent processes,  i  might  say  that  we  pay  verv  full  wsj^,  in  our  opinion.  We  have 
always  kept  in  close  touch  with  our  men — willing  to  listen  at  any  time  to  any  fancied 
grievance  on  their  part — ^and  we  have  continuously  paid  them,  through  bad  times  as 
well  as  good,  pretty  uniformly  good  wages. 

Q.  Do  they  work  by  the  piece,  or  by  the  day,  or  by  the  week? — ^A.  In  both  ways. 
The  minor  labor  is  mostly  by  the  day  or  week ;  the  highest  and  skilled  labor  is 
usually  by  the  piece. 

Q^  Is  your  laoor  oi^nized? — ^A.  No. 

Q.  Are  men,  women,  and  minors  employed? — A.  Very  few  minors,  and  if  so,  in 
a  minor  capacity. 

Q.  Some  women? — A.  Yes;  we  employ  women  to  clean  the  plates  after  they  are 
tinned  in  the  higher  grades.  We  so  to  considerable  expense  in  that  respect.  I  do 
not  think  the  practice  obtains  in  Western  mills  to  the  extent  that  it  does  with  us; 
their  cleaning  is  done  very  largely  by  machinery,  but  we  do  ours  largely  by  hand 
and  we  think  it  produces  better  results. 

Q^  Do  yon  know  how  the  wages  you  pay  compare  with  the  wages  that  are  paid  in 
similar  plants  abroad? — ^A.  No;  not  as  to  facts.  I  know  our  wages  are  very  much 
more  than  are  paid  abroad;  how  much  I  can  not  say. 

Q.  Are  your  operatives  native  to  the  country  or  have  most  of  them  come  from 

1  See  Mr.  Orifflths,  p.  916. 
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Wales?— A.  Most  of  them  are  native  to  the  country.  We  have  a  few  that  came  from 
Wales  when  we  started  our  works,  and  they  have  been  with  us  condnuously  ever 
since.    We  have  not  as  many,  though,  of  foreigners  as  we  had  when  we  started. 

Q.  Have  you  had  any  labor  difficulties?— A.  None  whatever. 

Q.  Do  the  wages  of  labor  in  your  works  compare  favorably  with  the  wages  of  labor 
in  most  of  the  industrial  establishments  in  your  city?— A.  Yes,  they  compare  very 
favorably.    I  think  I  stated  that  we  think  we  pay  very  full  wages  indeed. 

Q.  You  think  that  is  true  of  the  tin-plate  industry  and  the  black-plate  industry 
generally  in  this  country  ?— A.  Yes;  so  mr  as  my  knowledge  goes,  very  full  wages  are 
paid,  especially  in  the  skilled  departments. 

NO  RELATIONS  WFTH  THE  AMBBIGAN  TIN  PLATE  COMPANY — SUPPLIBB  OP  BLACK  PLATE. 

Q.  Do  you  sustain  any  relation  whatever  to  the  American  Tin  Plate  Company? — 
A.  None  whatever  in  any  direct  sense. 

Q.  Do  you  compete  with  them? — A.  We  are  in  a  sense  their  competitors;  yes,  we 
are  independent  of  them. 

Q.  Do  you  buy  anything  from  them  or  they  from  you? — ^A.  No;  we  have  no  deal- 
ings together. 

Q.  How  do  you  obtain  your  black  plates,  and  from  whom — ^not  necessarily  the 
firms? — A.  We  have  had  our  black  plate  always  made  for  us  by  black-plate  mills, 
and  have  selected  those  which  could  do  the  b^  work  for  us  and  at  the  time  were 
most  favorably  situated  as  to  freights,  so  that  the  cost  of  freight  on  their  product  to 
our  works  would  be  a  minimum.  We  have  taken,  as  a  rule,  the  output  of  such  works, 
and  have  been  cognizant  of  their  methods  and  of  their  cost;  and  I  have  arranged  in 
our  contract  with  them  to  pay  them  a  certain  profit  upon  such  costs.  Sometimes  the 
contracts  have  been  of  a  shding  nature  where  the  prospect  of  the  value  of  materials 
was  in  any  way  uncertain,  and  the  price  of  our  product  from  those  mills  was  based 
on  the  cost  of  materials  ahead.  We  practically  took  the  output  of  certain  black-plate 
mUIs  which  never  made  tin  plates,  ana,  as  I  said  before,  were  favorably  located.  When 
the  American  Tin  Plate  Company  was  formed,  these  mills,  with  our  approval,  natur- 
ally embraced  the  opportunity  offered  to  obtain  a  very  handsome  price  lor  their  plants 
and  sold  out  to  the  iinerican  Tin  Plate  Company;  but  they  had  large  contracts  with 
us  which  would  not  have  terminated  for  some  time  ahead,  and  the  American  Tin 
Plate  Company  assumed  those  contracts  and  have  been  filling  them  and  are  continu- 
ing to  do  so.  Except  in  that  resi)ect  we  have  had  no  direct  relations  with  the  Ameri- 
can Tin  Plate  Company. 

Q.  You  do  not  know  just  what  effect  the  consolidation  of  those  companies  with  the 
American  Tin  Plate  Company  will  have  upon  the  future  of  your  supplied— A.  No; 
I  do  not  know  what  the  effect  will  be.  We  expect  no  difficulty  in  obtaining  or  mak- 
ing such  supplies  as  we  need,  when  the  time  comes. 

Q.  Have  any  independent  black-plate  mills  been  built  or  operated  since  the  Ameri- 
can Tin  Plate  Company  was  organized? — A.  Upon  that  subject  I  only  know  what  I 
have  read  in  the  newspapers  and  trade  papers.  I  believe  there  are  such.  At  the 
time  when  the  American  Tin  Plate  Company  was  organized  there  were  still  some 
few  independent  concerns  left  out. 

Q.  You  have  not  built  any  yourselves? — ^A.  No;  not  yet. 

Q.  You  do  not  know  whether  you  will  or  not? — A.  I  can  not  tell.  We  of  course 
must  obtain  our  supplies  at  the  lowest  possible  cost;  it  is  simply  a  matter  of  business 
witlius. 

Q.  Is  there  a  sufficient  supply  from  the  mills  outside  of  the  American  Tin  Plate 
Company  to  supply  you?— A.  No;  they  can  not  supply  us.  We  require  about  1,500 
tons  of  black  plate  a  month.  If  our  works  were  equipped  for  making  the  ordinary 
kinds  of  tin  plate  we  could  without  difficulty^  by  working  night  and  day,  turn  out 
one-tenth  of  the  entire  consumption  of  the  Umtea  States. 

THE  BIBB  OP  TIN    PLATE    NOT    CAUSED   BY  THE  COMBINATION  AND  NOT  UNDULY  QEBAT. 

Q.  Have  you  observed  any  variation  in  the  prices  of  tin  plate  since  the  consolidap 
tion  of  companies  into  the  American  Tin  Plate  Company ;  and  if  so,  to  what  do  you 
attribute  that  variation? — ^A.  There  has  been  a  st^y  advance  in  the  price  of  tin 
plates  since  the  organization  of  the  American  Tin  Plate  Company.  I  do  not  think 
they  had  anything  to  do  with  tiiat,  as  the  cost  of  materials  advanced  verylai^ly, 
and  those  costs  always  seemed  to  be  beyond  the  prices  that  the  Ammcan  Tin  Plate 
Company  would  establish  from  time  to  time.  In  other  words,  I  think  it  was  the 
pressure  of  buyers  that  forced  the  American  Tin  Plate  Company  to  advance  their 
prices,  or  they  would  have  been  filled  up  with  business  that  they  would  have  had  to 
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do  at  a  lom.  1  think  their  prices  have  been  lees,  throoghont  the  whole  period  from 
their  oivanization  to  the  present,  than  the  cost  of  making  the  tin  plates  at  the  cur- 
rent value  of  the  materials.  If  we  compare  the  present  prices  with  the  priceein 
Wales,  where  there  is  perfect  freedom  of  action  on  the  part  both  of  the  buyer  and 
the  maker,  we  find  that  the  current  kind  of  tin  plate  known  as  14  by  20,  coke  tin, 
100  i)ounds,  wan  nelbng  a  year  ago  at  about  9  Bhillines  a  box,  and  the  present  quota- 
tion is  al)out  15  shillings  a  box,  an  advance  of  6  shHlings  a  box,  whicn  is  $1.50.  11 
we  take  the  verv  lowest  price  at  which  American  tin  plate  was  sold  at  any  time  from 
the  Western  milltf,  that  lowest  price  was  $2.65 ;  the  present  price  of  the  American  Tin 
Plate  Company  in  $4.65.  We  have  an  advance  in  the  foreign  product  of  $1.50,  and  we 
have  an  aavance  in  the  American  product  of  $2.* 

Q.  (By  Mr.  Farqiiiar.)  How  is  that?— A.  Of  $2,  the  difference  between  $2.65 
and  $4.65.  I  think  that  50  cents  difference  between  Wales  and  America  is  justified 
entirely  in  the  present  difference  between  the  cost  of  labor  in  the  two  markets.  1 
do  not  think  the  present  price  of  tin  plate  is  out  of  the  way  at  all.  Naturally  every- 
thing in  our  line,  from  the  pig  up,  partakes  of  a  better  profit  than  it  did  a  year  ago. 
and  there  is  therefore  a  better  profit  throuf^hout,  in  the  intermediate  products.  Com- 
pared with  a  market  that  is  unrestricted  in  its  field  of  production  and  amenable  to 
no  conditions  as  it  is  here,  you  find  an  advance  in  England  of  $1.50  a  box  mid  in 
America  of  $2,  and  the  dinerenoe  in  the  American  market  is  entirely  justified  by  the 
difference  in  labor. 

GOOD  KFFECTB  OF  THE  BSTABLISHMSNT  OF  THB  INDUfirTSY  IN  AMXBICA. 

Q«  (By  Mr.  Clarke.')  Have  you  any  knowledge  as  to  the  number  of  people  who  are 
employed  directly  in  tne  tin  and  tin-plate  industry  in  this  country,  and  in  the  pro- 
duction of  black  plates  for  tin  plates  ? — A.  No. 

Q.  Have  you  any  knowledge  as  to  the  number  of  millions  of  dollars  saved  by  the 
consumers  of  the  United  States  in  the  purchase  of  tin  plates  from  home  producers 
instead  of  from  foreign  producers? — A.  They  have  saved  a  great  many  millions  of 
dollars ;  it  is  impossible  lor  me  to  estimate  it ;  the  saving  has  been  very  laige.  The 
inception  of  the  American  industry  in  this  country  greaUy  lowered  the  price,  and  it 
has  Deen  going  down  ever  since.  All  that  has  been  a  saving  to  the  American  con- 
sumer, and  besides  we  have  developed  very  lar^ly  our  iron  and  steel  resources. 
To  make  tin  plates  employed  these  men  that  otherwise  would  not  have  been  employed 
Everything  has  been  very  favorable  to  this  country  in  the  establishment  of  me  new 
industry. 

Q.  Are  there  any  natural  conditions  in  this  country  which  are  obstacles  to  thesac- 
cessful  production  of  tin  plate? — A.  None  whatever.  We  have  more  favorable  con- 
ditions m  this  country  for  mitlr^pg  tin  plate  than  exist  anywhere  else. 

WB  MIGHT  HAVB  BXFOBTBD    TIN    PLATE,   BUT  WB  CAN  NOT  AT  PRBBBNT  DISPBNSE  WFTH 

THB  TARIFF. 

Q.  (By  Mr.  Clakkb.)  Do  you  produce  wholly  for  the  domestic  market?— -A 
Entirely  so. 

Q.  Do  any  of  your  products  so  abroad?— A.  We  have  done  bnsinefis  of  that  kind; 
it  is  unimportant  though.  I  tnink  that  if  the  American  Tin  Plate  Company  had  not 
been  formed,  and  individual  mills  had  been  built  and  continued  in  their  individual 
capacity,  and  we  had  not  since  that  time  had  the  wonderful  enhancement  of  values 
that  we  have  had,  we  should  have  reached  the  point  before  long  at  which  we  could 
have  exported  tin  plate,  at  least  to  some  countries,  because  the  prices  of  American 
tin  plate  a  year  a^  were  not  very  far  off  from  the  prices  in  England  itsell 

Q.  Does  the  tariff  affect  your  Dusiness  in  any  wav,  and  if  so,  how? — ^A.  Well,  the 
tariff  was  necessary  to  the  establishment  of  the  tin-plate  industry.  We  have  ivorked 
independent  of  it  since,  because  the  price  has  steadily  declined  mdependentiy  of  the 
tariff  on  the  imported  article — so  much  so,  as  I  have  just  sud,  that  a  year  ago  our 
price  for  tin  plate  was  almost  as  low  as  the  price  in  England  itself. 

Q.  Could  the  industry  safely  disj^ense  with  the  tariff? — A.  Not  at  present  It  is 
an  advantage,  as  long  as  there  is  a  difference  in  labor  between  the  two  countries;  in 
point  of  fact  the  industry  at  certain  periods,  at  least  for  a  brief  period,  might  have 
dispensed  with  the  tariff,  but  the  tariff  is  no  injustice  to  the  consumer  when  we  con- 
sider that  it  often  prevents  speculative  importations. 

CX>NDITI0NS  BEFORE  AND  AFTBB  THB  m'KINLBY   TARIFF. 

Q.  Were  there  inclinations  to  import  so  as  to  prevent  the  establishment  of  the 
industry  in  this  country  before  the  passage  of  the  McKinley  law? — A.  The  imiwrtere 

1  Bn^llBh  advance,  66|  per  cent;  Amerioan  advance,  76  ^et  oent. 
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of  tin  plate  in  this  country  natorally  bought  everrthing  they  coolcL  They  imported 
tin  plates  that,  in  their  opinion,  would  ooit  them  less  here,  auty  paid,  before  the  tariff 
of  1890  went  into  effect — ^it  was  simply  a  business  operation  on  their  part,  calcu- 
lating that  the  increased  duty  would  make  the  importation  of  those  plates  cost  so 
much  more.  In  point  of  fact^  their  expectations  were  never  realized,  as  the  market 
steadil^r  and  largely  declined  immediately  after  tlie  passage  of  the  tariff  bill.  Larse 
quantities  of  tin  plate  were  imported,  and  they  were  more  than  the  holders  could 
carry,  and  more  than  the  consumers  wantea.  The  law  of  supply  and  demand 
simply  brought  the  prices  down.  At  the  same  time  the  American  product  com- 
menced to  build  up,  and  these  ^oods  were  produced  and  purchased,  and  the  foreign 
tin  plates  held  in  this  country  simply  had  to  be  sold  at  the  same  price  to  compete 
with  the  coining  American  product. 

Q.  It  was  not  true,  then,  that  the  duty  was  added  to  the  price  of  the  domestic 
product  as  well  as  of  the  foreign  product? — A.  In  no  sense  true.  The  American 
consumer  has  never  been  chaiged  the  duty  on  tin  plates  since  they  were  made  in  this 
country. 

Q.  (By  Mr.  A.  L.  Habbis.)  How  do  the  prices  of  forei^  tin  plate  to-day  compare 
witii  1890?-— A.  The  prices  in  1890  were  very  high ;  stimulated,  as  I  have  ]ust  stated, 
by  these  excessiye  importations  the  foreien  nol&is  were  able  to  unload  upon  us  stufi 
that  they  had  not  been  able  to  sell  for  about  16  years — ^they  cleared  out  everything. 

Q.  Tase  the  normal  conditions;  take  the  year  before  that  and  make  compari- 
sons?— ^A.  I  would  not  like  to  make  a  statement  without  data  before  me,  but  my 
impression  is  that  the  foreign  market  for  tin  plate  in  1890,  and  say  for  2  years  back 
of  that,  was  much  higher  man  the  present  price  of  American  tin  plate— very  much 
hi^er. 

Q.  Did  American  competition  have  anything  to  do  with  bringing  that  down? — 
A.  It  had  ever3rlMng  to  do  with  it  It  is  reasonable  that  we  allow  for  the  wonder- 
ful development  of  iron  and  steel  in  America,  which  has  also  cheapjened  that  part  of 
the  making,  but  the  American  competition  had  everything  to  do  with  it. 

Q.  (By  Mr.  Clajbkb.)  You  think  then  that  it  is  necessary,  or  at  least  desirable,  to 
preserve  the  tariff  or  some  rate  of  duty  to  protect  asainst  the  dumpins  of  foreign  sur- 
plus stocks  on  this  market? — ^A.  Oh,  yes;  1  think  tne  tariff  is  eesentiaL  and  it  should 
also  be  consistent.  There  would  be  no  particular  reason  for  largely  reducing  or  with- 
drawing the  tariff  on  tin  plates  without  scaling  everything  else  down  that  is  kindred 
to  it 

WXiraBBSfs  BUBOnSSB  HAS  ALWAYS  PBOSPBBBD— HB  SBBS  NO  FBBIL. 

Q.  Do  you  think  of  any  change  in  existing  law,  national  or  State,  which  would 
benefit  the  tin-plate  industry  in  this  country? — ^A.  No;  I  can  not  conceive  of  any  leg- 
islation that  would  benefit  it 

Q.  Have  you  any  complaints  to  make  of  existing  conditions? — ^A.  We  have  no 
complaints  to  make  at  all,  as'far  ab  our  business  is  concerned,  of  existing  conditions. 

Q.  Your  business  is  prosperous — A.  Our  business  is  prosperous  and  it  always  has 
been.  We  have  not  been  affected  in  the  past  when  bustness  has  been  depressed  in 
tin  plates  among  the  Western  mills  by  the  conditions  that  have  existed  among  them. 
We  nave  always  catered  to  the  very  best  bujring  element,  have  always  striven  to 
make  the  very  best  tin  plates,  have  always  found  buyers  for  them  who  have  made  no 
complaint  of  our  prices,  and  we  have  continued  on  that  line  and  there  seems  to  be 
no  occasion  to  deviate  m>m  it 

Q.  So  &r  as  you  have  observed,  or  can  observe  at  the  present  time,  then  the 
industry  in  this  country  is  not  hazarded  by  the  consolidation  of  companies? — ^A.  No; 
I  Bee  nothinj^  at  all  in  that  respect.  I  have  stated  that  tiie  present  price  of  tin  plate, 
although  it  is  in  a  sense  fixed  by  the  American  Tin  Plate  Ck)mpany ,  is,  in  my  opinion, 
a  very  reasonable  price,  indeedL  and  entirely  justified  by  the  advance  in  the  cost  of 
materials  and  labor.    I  do  not  xnow  what  price  may  be  established  ahead. 

Q.  (By  Mr.  A.  L.  Habbis.)  Does  the  American  Tin  Plate  Company  fix  the  price 
of  the  finished  product  at  this  time? — ^A.  They  fix  the  price  of  tin  plate  as  far  as  their 
business  is  concerned.  Any  outsider,  whether  he  be  a  dealer,  merchant,  or  manufac- 
turer, of  course  can  sell  at  what  price  he  pleases. 

DOBS  KOT  KNOW  OF  ANT  MONOPOLY  OP  TINNING  HACHINXBT. 

Q.  (By  Mr.  A.  L.  Habbis.)  You  use  machinery  in  your  mill  in  the  manufacture  of 
tin  plater — A.  Oh,  yes;  we  use  machinery  lar^^y  in  the  manufacture  of  tin  plate. 

Q.  Is  there  any  monopoly  in  tin-plate  machmery  in  this  country?— A.  None  that 
I  know  of.    We  nave  had  it  usually  made  in  Philadelphia. 
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Q.  Do€e  the  American  Tin  Plate  Company  control  the  patents  upon  the  beit 
machinery'  for  the  manufacture  of  tin  plate? — A.  Not  that  I  know  oL 

Q.  Or  the  black  plate  ?~A.  No;  not  that  I  knov  of;  there  are  very  few  patente  in 
that  connection  that  I  know  oL 

AMKBICAN  IMFBOYRMSZITS. 

Q.  Has  the  ouality  of  tin  plate  deteriorated  since  the  American  Tin  Plate  CompaoT 
has  had  control? — A.  I  do  not  think  so;  of  course  I  can  not  speak  of  knowledge  ci 
their  product  or  of  their  mills.  I  do  not  think,  though,  generally  speaking,  that 
there  has  been  any  change  in  the  product — ^the  American  product 

Q.  (By  Mr.  Phillips.)  How  does  the  quality  compare  of  the  tin  plate  made  here 
and  abroad  at  the  present  time? — A.  In  my  opinion,  the  quality  of  the  tin  {date 
made  in  America  is  very  much  superior  in  every  particular  to  what  is  made  awoad, 
with  the  exception  of  some  high  grades,  the  quality  of  which  is  still  kei>t  up  abroad, 
but  the  quantity  of  which  is  unimportant.  In  some  high  grades  it  is  tiur  to  say  that 
we  have  not  improved  very  much  over  their  methods;  we  think  we  have,  but  poaa- 
bly  not  to  any  great  extent,  but  in  the  rank  and  file  of  the  steel,  improvement  has 
been  very  marked  in  favor  of  the  American  product  I  just  said,  a  while  ago,  that 
the  quality  of  the  basis  of  the  black  plate  of  the  Bessemer  quality  of  the  American 
product  was  wonderfully  in  advance  of  the  corresponding  Bessemer  quality  in  Great 
Britain. 

Q.  You  think  the  tinning  also  is  equal,  if  not  superior? — A.  Oh,  yes;  in  every 
respeci. 

Q.  Do  you  know  anything  of  the  new  patent  that  has  been  made  in  regard  to  tin- 
ning— that  has  been  operate  some,  I  believe,  in  Wheeling — ^A.  I  only  know  of  that 
as  I  have  seen  it  in  the  papers;  I  do  not  know  anything  fU)out  it 

Q.  Do  you  know  that  it  is  claimed  that  they  can  make  tin  at  a  very  much  leas 
price  and  consume  less  time  in  the  tinning? — A.  I  do  not  think  thev  intended  giving 
out  that  statement  As  I  understand  it,  what  they  claim — and  I  think  it  is  a  very 
old  claim — is  to  save  something  in  the  intermediate  processes  before  the  black  plate 
is  made.  There  is  no  claim  to  save  in  the  tinning  or  of  shorteniiiff  the  time  in  the 
process  of  tinning.  I  believe  their  claim  is  simply  up  to  the  finianing  of  the  black 
plate.    What  their  claim  is  I  do  not  know. 

Q.  I  have  been  informed  that  they  claim  it  would  require  several  days  leas  time  in 
finishinff  the  tinning. — A.  To  tin  a  meet  of  black  plate  and  finish  it  in  the  common 
kinds  takes  a  very  short  time  indeed,  and  in  the  better  kinds  it  probably  consomee  a 
few  hours.    The  mere  tinning  process  is  a  brief  one. 

Q.  Then  the  process  is  largely  in  preparing  the  black  plate  for  receiving  the  tin?— 
A.  The  process  is  lar^lv  in  preparing  the  b&ck  plate  for  receiving  tin. 

^.  And  that  is  their  claim? — A.  That  is  what  1  think.  They  claim  something  bv 
which  some  of  the  many  processes  up  to  the  finish  of  the  black  plate  can  be  savea. 
I  think  it  is  an  old  claim. 

UNION  LABOR. 

Q.  You  spoke  about  not  emploving  orsanised  labor,  or  union  labor,  in  your  mills. 
Do  you  pay  as  large  wages  afl  tnoee  wno  employ  that  kind  of  labor? — A.  Yes;  I 
believe  we  pay  about  the  same  price. 

Q.  Is  your  firm  opposed  to  organized  labor — ^to  employing  it  es^ially? — ^A.  That 
matter  never  came  up  before  us  and  we  have  never  thought  of  it  Our  men  have 
simply  worked  without  any  organization  and  we  have  paid  them. 

Q.  TBy  Mr.  Clakke.)  You  say  you  have  had  no  labor  difliculty?— A,  We  have 
never  nad  any  labor  dimculty. 

Q.  (By  Mr.  Farqchar.)  Have  your  employees  at  any  time  made  any  demands 
relating  to  prices  or  hours  of  laboi^ — A.  No  demands.  At  various  times  in  a  small 
way  they  have  talked  to  us  about  wages  and  we  have  simply  talked  to  them.  There 
have  been  unimportant  changes — sometimes  reduced  and  sometimes  advanced;  but 
they  were  quite  immaterial.  Our  men  have  always  been  well  satisfied.  They  could 
not  be  otherwise,  because  we  feel  that  we  pay  our  people  very  full  wages  indeed,  and 
we  are  willing  to  do  so  in  consideration  of  what  we  think  we  get  out  of  it  Our 
make  of  tin  plate  is  very  largely — three-fourths  of  it — ^made  up  of  high  grades  of 
bright  tin  ana  roofing  tin,  and  we  must  have  good  labor  for  that,  and  it  is  not  reason- 
able to  suppose  that  we  would  hedge  in  any  or  that  we  would  be  unwilling  to  pay 
fair  wages  to  obtain  those  results. 

Q.  Have  vour  men  at  any  time  attempted  to  form  unions  or  join  the  Amalgamated 
AsBOciationr— A.  Not  that  1  know  of.    I  never  heard  of  such  a  thing. 

Q.  So  that  your  work  would  be  considered  entirely  open  for  the  hiring  of  union 
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labor  or  nonunion  laboi? — A.  We  hire  anybody  who  applies  to  us  if  we  need  him. 
We  would  not,  of  course,  hire  him  as  representmg  organised  labor,  simply  because 
we  never  have  had  that  condition. 

Q.  And  you  would  not  hire  those  that  are  recomized  as  men  advanced  in  oi^nized 
labor  circles  or  anything  of  that  kind — what  people  call  agitators? — ^A.  No;  we  should 
not  want  to  have  anytmng  to  do  with  them.  We  have  a  large  command  of  labor  in 
a  city  like  Philadelphia.  If  we  need  labor,  we  probably  hav6  applications  a  hundred 
to  one  for  it. 

Q.  Is  it  not  a  fact  that  nearly  all  your  labor  in  the  tin-plate  business  is  in  the  Amal- 
uimated  Association? — A.  I  do  not  know  much  about  the  number  in  the  tin  mills  in 
the  Western  mills.    I  am  not  a  good  witness  in  that  respect 

WHO  GOT  THB  m'KINLSY  TARIFF  PASSED?     WHO  GAINXD  BY  TT? 

Q.  Is  it  not  generally  understood  that  the  Amalgamated  Association,  both  in  the 
class  of  emplovers  and  the  employees  of  those  mifls,  are  sharers  in  the  protection 
that  the  tariff  nas  given  to  American  labor  and  American  manufacturers? — A.  Well, 
all  labor  entering  into  the  manufacture  of  tin  plate  is  benefited  by  the  tariff. 

Q.  Is  it  not  a  fact  that  organized  labor  was  one  of  the  great  means  of  your  getting 
this  tariff? — A.  No;  I  do  not  think  so.    It  seemed  to  be— — 

Q.  (Interruptine.)  Do  you  suppose  that  Congress  made  the  laws  for  the  manu- 
facturers and  not  for  the  American  workingmen?— A.  No;  I  understood  they  made 
them  for  the  benefit  of  the  consumer. 

Q.  Did  the  consumer  appear  at  the  halls  of  Congress  to  get  the  tariff  put  on? — A.  I 
do  not  know  in  what  way  the  tariff  was  obtained.  We  had  no  interest  in  it  particu- 
larly at  that  time. 

Q.  You  are  not  aware,  then,  that  the  iron  workers  of  this  country  were  the  men 
that  were  almost  midnly  instrumental  in  getting  that  tariff  on? — A.  No;  I  did  not 
know  anything  about  tliat  at  all.  As  far  as  our  firm  is  concerned,  we  simply  watched 
events,  Mlievin^  that  the  tariff  on  tin  plate  was  to  be  imposed.  Various  attempts 
had  been  made  in  the  past  to  impose  it.  I  think  they  failed  on  account  of  the  con- 
ditions at  those  times  not  being  favorable  to  the  establishment  of  Hie  industry.  I 
think  that  when  the  tariff  commission — I  think  in  1880— — 

Q.  (Interrupting.)  1883. — A.  1883.  I  appeared  before  it  myself  at  that  time  and 
rather  advocated  the  lowering  of  the  duty^  because  it  seemed  to  be  then  a  tax  upon 
the  American  consumer,  because  at  that  time  the  conditions  did  not  exist  here  for 
making  tin  plates;  but,  of  course,  when  favorable  conditions  existed,  I  changed  my 
views  entirely  and  have  been  a  strong  advocate  of  a  protective  tariff  ever  since.  I 
think  that  under  this  tariff  not  only  nave  our  immense  industries  been  established, 
but  labor  has  been  largely  benefited  by  the  tariff  on  tin  plate. 

Q.  Was  not  the  main  reason  for  the  McKinley  bill,  when  it  was  discussed,  that  it 
was  the  creation  of  a  new  field  of  labor  and  the  development  of  the  raw  material  of 
this  country? — A.  I  looked  upon  it 

Q.  (Interrupting.)  The  employment  of  a  larger  field  for  workingmen — was  not 
that  the  main  reason  given? — A.  I  can  not  recall  what  the  main  reason  was.  I  think 
it  came  about  in  a  general  way,  and  I  think  the  establishment  of  the  tariff  came 
about  from  natural  causes:  that  we  felt  the  need  of  a  further  development  of  our 
resources  here  and  we  could  not  do  it  without  the  benefit  of  the  tariff. 

Q.  You  are  not  sure,  then,  whether  the  tariff  was  made  for  the  benefit  of  the  man- 
ufacturers or  made  for  the  benefit  of  the  American  workingmen? — ^A.  For  their  joint 
benefit. 

Q.  And  they  ought  to  be  joint  sharerfi?— A.  They  are,  I  think. 

Q.  Are  you  aware  that  under  the  Amalgamated  Association  scale  the  workine- 
men  are  really  sharers,  under  the  sliding  scale,  with  the  manufacturerfl? — A.  I  do 
not  know  anything  about  the  Amalgamated  Association's  scale.  In  our  tinning 
works  we  simply  pay,  as  I  have  stated,  good  wages  and  wages  that  we  have  estab- 
lished with  our  men;  and  they  have  been  satisfactory. 

WrrNRSS'S  business    not  AFFBCTBD    BT   THB   formation    of   THE  AMERICAN  TIN  PLATE 

OOMPANT. 

Q.  As  an  independent  manufactorer,  what  effect,  good  or  bad,  has  the  establish- 
ment of  the  American  Tin  Plate  Company  had  with  you?— A.  Just  what  effect— in 
what  way? 

Q.  Wnat  effect  on  your  business  as  a  manufacturer?— A.  On  our  business?  I  can 
not  see  that  it  has  had  any  effect  on  us  w^hatever;  it  has  simply  been  a  continuation 
of  the  Western  mills  under  another  organization. 
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Q.  You  Hay  it  was  an  enlargement.  With  your  present  woiiw  running  full  nigfat 
and  day,  do  I  understand  tniat  you  manufacture  one-tenth  of  the  whole  prDduct  oC 
this  (*ountry? — A.  I  think  I  stated  that  if  our  works  were  running  full  night  and  day 
and  turned  out  the  ordinary  kinds  of  tin  plate  we  oould  make  one-tenth  of  the  tin 
plate  consumed  in  the  United  States. 

Q.  Do  you  think  your  opportunities  to  work  up  to  this  one>tenth  are  good  while 
the  American  Tin  Plate  Company  is  in  existence? — A.  There  is  no  reason  for  attempt- 
ing this  large  product.  We  give  our  attention  very  laigely  to  the  making  of  h^h 
grades,  and  neoeaaarily  we  do  not  get  out  the  product  of  those  grades  that  we  would 
get  out  of  the  common  kinds. 

THE    AMKRICAN    TIN    PLATE    OOMPANT    FIX    THE    FBICE,     BUT    THEIX  ADVAMCSD)    PBXCBB 

ABE  JUSTIFIED  BT  THE  OOSIB. 

Q.  I  think  you  asserted,  or  seemed  to  imply,  that  the  American  Tin  Plate  Oonipanv 
fixed  the  prices  to  the  consumers  of  this  country.  Is  it  a  fact  or  not? — ^A.  I  think  I 
stated  that  the  American  Tin  Plate  Companv  fixed  their  prices,  and  that  any  other 
dealer  or  merchant  or  independent  manumcturer  is  entirely  jit  liberty  to  fix  his 
prices;  but,  as  a  matter  of  fact,  the  American  Tin  Plate  Company,  by  takiiig  over  all 
the  individual  mills  practically  supply  the  tin  plate  of  the  United  States,  and  they 
have  fixed  prices  at  difierent  perious. 

Q.  You  say  that  practically  they  are  the  makers  of  the  goinff  products  of  tin? — ^A. 
I  would  say  that  practically  they  are  the  maken  of  prices  of  coirent  kinds  of  tin 
plate. 

Q.  (By  Mr.  Phillips.  )  How  much  have  they  advanced  the  price  since  their  oi^gani- 
zation? — ^A.  I  think  1  stated  that  at  the  time  of  their  organization  what  is  known 
as  canners'  tin,  I.  i\  14  by  20,  100  pounds,  was  selling  for  $2.65;  their  present  price 
is  $4.65,  a  difference  of  $2.  Of  i^ourse,  there  are  very  many  kinds  of  tin  plate,  bat 
we  take  that  as  re|)n>i4entiiig  the  basis  of  value. 

Q.  Do  you  consider  that  an  exorbitant  price,  if  they  make  a  profit  even  at  $2? — ^A. 
I  do  not  think  their  profit  is  any  more  now  than  it  was  then.  I  think  that  if  you 
take  the  foreign  market  as  a  basis,  where  buying  and  selling  is  unrestricted  and 
where  there  is  perfeitt  freedom  of  action,  no  consolidation  whatever,  keen  compe- 
tition, you  have  an  advance  over  there  of  $1.50  on  that  same  article.  You  have  a 
corresponding  advance  here  of  $2.    Now,  the  50  cents  must 

Q.  (Interrupting.)  In  this  same  kind? — A.  In  that  same  period. 

Q.  In  that  same  i)eriod? — A.  At  the  time  of  the  formation  of  the  American  Tin 
Plate  Company  this  kind  of  tin  that  I  was  alluding  to  was  selling  for  $2.65,  repre- 
senting practically  the  lowetit  nrice  it  ever  touched  at  that  time  or  before.  That  kind 
of  Un  is  now  fixed  in  price  i)v  the  American  Tin  Plate  Company  at  $4.65.  The 
advance  in  the  foreign  market  lias  been  fuUy  $1.50  a  box  on  the  same  kind  of  tin. 

Q.  In  that  period?-— A.  In  that  ^riod;  and  that  50  cents  of  greater  advance  in  the 
American  product  is  entirely  justihed,  within  my  knowledge  and  in  my  opinion,  by 
the  difference  in  labor  in  tne  two  countries.  Tne  difference  in  labor,  as  I  under- 
stand it,  is  very  largtdy  against  us  in  rolling  black  plate. 

Q.  (By  Mr.  Parquhar.  )  To  what  do  you  attribute  the  advance  in  tin  plate  in  the 
last  year  or  two? — A.  We  all  know  of  the  great  advance  in  the  price  of  iron  and  steel 
and  in  pig  tin,  and  that,  together  with  the  advance  in  wa^^  ana  some  small  advances 
in  minor  things  like  oils,  justifies  entirely  the  present  price  of  tin  plate. 

Q.  Have  you  advanced  wages  in  your  establishment  since  the  advance  of  prioesi?— 
A.  I  think  slightly,  but  we  {mid  very  good  wages  before,  and  we  never  reduced  them 
when  wages  were  reduced  by  the  Western  mills. 

Q.  So  you  say  the  advance  is  a  normal  advance? — A.  The  advance  is  normal. 

Q.  Begulatea  by  supply  and  d«iiiand? — ^A.  Begulated  entirely  by  supply  and 
demand. 

Q.  Both  foreign  and  American  markets? — ^A.  Entirely  so;  both  markets. 

Q.  You  claim  there  is  not  an  arbitrary  price  among  you  tin-plate  men  in  this  coun- 
try in  fixing  the  present  price? — A.  I  do  not  know  enough  about  the  businesB  methods 
of  the  American  Tin  Plate  Company.    I  know  they  have  fixed  the  price. 

Q.  In  your  own  business,  do  you  know? — ^A.  In  our  own  buanees,  I  was  going 
further  to  say  that  we  ^il  our  own  prices  independently  always. 

Q.  (By  Mr.  A.  L.  Harris.)  Do  you  know  what  per  cent  of  the  product  to-day  the 
American  Tin  Plate  Company  manufacture? — ^A.  Iso;  I  could  haimy  venture  a  gueee 
at  that,  but  they  make  a  large  part  of  it 

NO  TIN   PLATE  IMPORTED  EXCEPT  FOR  DRAWBACK. 

Q.  Is  there  any  competition  in  the  importing  of  tin? — A.  No;  it  costs  more,  with 
the  freight  and  duty.    The  American  product,  without  the  favor  or  prejudice  of  the 
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American  Tin  Plate  Company,  or  any  other  dealers  or  company  or  numufacturer, 
is  very  much  leHS  in  price  than  the  unported  tin  plate. 

Q.  (By  Mr.  Phillips.)  There  is,  then,  no  importation  of  tin  plate? — ^A.  None  what 
ever,  except  in  some  special  lines,  the  amount  of  which  is  inconsiderable.  Of  courso 
the  oil  people — consumeSrs  of  that  kind — import  the  foreign  article,  because  the^ 
make  it  up  into  cans  and  export  it  and  get  back  the  duty  less  1  per  cent. 

Q.  (By  Mr.  F.^rquhab.)  So  that  under  the  present  conditions  there  is  no  importa- 
tion to  affect  at  all? — A.  None  whatever.  The  selling  price  of  the  American  product 
is  very  much  less  than  the  cost  ot  importing  the  corresponding  foreign  product. 

SUPPOSE  THE  TIN-PLATE   DUTY    WERE   REMOVED. 

Q.  Suppose  the  tariff  was  abolished ;  how  would  the  competing  power  of  foreifi;n 
tin  be  with  the  American  tin? — A.  Well,  the  immediate  result  of  tne  abolition  of  tne 
tariff  on  tin  plate  would  be  to  put  the  foreign  market  up. 

Q.  Then  you  would  expect^  on  the  repeal  of  the  tarin  on  tin  plate,  that  the  Amer- 
ican product  could  then  enter  into  immediate  competition  with  the  £uroj>ean — that  is, 
European  tin  could  immediately  enter  into  competition  with  the  American? — ^A.  We 
could  not  immediately  enter  into  competition  with  them  because  our  protection 
would  b&  removed.  We  should  have  to  adjust  ourselves  to  those  circumstances. 
Those  circumstances  would  be  the  reduction  of  waees  here  immediately  and  very 
laieely,  or  the  men  would  be  thrown  out  of  work.  We  should  also  have  to  be  satis- 
fied with  a  very  much  less  profit  or  none  at  all.  To  keep  our  work  ^ing  we  should  . 
also  have  to  buy  certain  material  for  less  prices  than  we  can  now,  which  would  mean 
an  adjustment  of  everything  in  the  iron  and  steel  line.  You  can  not  disturb  the 
tariff  on  tin  plate  unless  you  correspondingly  disturb  it  on  everything  else.  I  am 
free  to  say  that  this  country,  with  its  wonderml  development,  is  CTadually  becoming 
independent  of  a  mere  tariff  per  se ;  but  I  think,  as  1  stated  b^ore,  that  it  is  very 
important  that  we  have  the  benefit  of  a  tariff,  where  it  is  not  abused,  as  it  keeps  out 
speculative  importations  at  a  bad  time. 

Q.  You  have  the  home  market  to  yourselves — A.  Yes. 

Q.  That  is  one  reason? — A.  And  we  can  supply  the  whole  market. 

Q.  Of  course  you  know  there  is  the  talk  all  aoout  us.  and  some  discussions  through 
the  news^mpers,  that  the  remedy  for  these  combinations,  especially  in  the  tin-plate 
business,  is  to  take  away  the  tarm  entirely.'  As  you  are  a  manufacturer,  I  think  the 
commission  would  like  to  know  just  about  where  it  would  land  the  tin-plate  interest 
in  this  country. — A.  That  is  a  good  question. 

Q.  That  is  just  what  we  want  to  get  at,  the  fact,  and  vour  own  opinion  as  a  practical 
man. — A.  I  have  had  some  experience  in  changes  of  the  tariff.  We  have  had  a  good 
many  of  them  before  the  American  industry  was  established.  If  the  tariff  on  tin 
plate  were  removed  or  largelv  reduced,  as  I  said  before,  the  immediate  effect  would 
oe  a  very  laige»advance  in  the  foreign  market.  In  other  words,  they  would  take 
advantage  of  that  advance  and  it  would  be  continued  as  long  as  they  had  a  demand 
in  this  country.  Then,  in  the  course  of  time,  the  American  manufacturer  would 
commenoe  to  adjust  himself  to  those  changed  conditions. 

AS  TO  HONOPOLIZINQ  MACHINERY. 

Q.  (By  Mr.  Phillips.)  Does  the  American  Tin  Plate  Company  seek  to  control  the 
machinery  that  goes  into  the  making  of  plates? — A.  I  can  say  nothing  on  the  sub- 
ject, except  that  I  have  seen  it  in  the  newspapers.  We  are  not  interested  as  yet  in 
that. 

Q.  You  would  be  directly  interested  if  you  were  going  to  make  your  own  black 
plate,  would  you  not? — A.  We  should. 

Q.  To  know  whether  you  could  get  such  machinery?— A.  But  I  have  never  found 
any  difficulty  in  getting  any  made  that  I  was  willing  to  pay  for.  In  our  own  works 
we  have  employ^  a  great  deal  of  machinery  and  mechanical  knowledge  on  the  part 
of  others.     vVe  never  had  any  difficultv  in  getting  anything  made. 

Q.  Have  you  heretofore  ever  dealt,  nowever,  with  persons  who  had  absolute  con- 
trol, or  very  largelv  the  control,  of  a  great  industry? — ^A.  We  have  never  dealt  with 
anyone  except  with  those  who  have  made  machinery  for  the  tinning  works. 

NO  GREAT  COMBINATIONS   IN  THE  BRITISH  TIN  TRADE. 

Q.  (By  Mr.  Fabquhar.)  Is  the  manufacturing  of  tin  plate  in  Great  Britain  in  the 
hands  of  a  few  or  many  manufacturers? — ^A.  Very  many. 

Q.  Very  many  manufacturere;  they  have  no  laige  aggi^ations  of  capital?— 
A.  None  whatever. 
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Q.  In  the  manufacture  of  tin  plate? — A.  Mostly  small  onee,  mostly  smaller  plute; 
very  many.  That  ha8  \tei*n  the  natural  growth  ol  that  indusUy  which  we  boed  hoe 
before  we  established  the  tariff  of  1890. 

Q.  Has  there  not  since  the  American  tariff  went  into  operation  been  formed  u 
aggregate  of  capital  or  of  interests  in  Wales  to  find  markets  and  establish  price^- 
A.  No,  sir^  I  think  not;  nothing  except  in  a  friendly  way  mavbe,  but  no  attempt  a 
any  establishment  of  prices  whatever.  There  is,  however,  I  snonld  state  in  bmm, 
though  a  very  minor  matter — ^there  is  and  always  has  been  a  combinatioD  among 
some  English  mannfactnrers  of  large  tinned  sheets.  That  combination  has  ilwijt 
exiflted,  to  my  knowledge,  25  or  30  years  I  think;  it  never  seemed  to  do  any  hann- 
alwavs  existed  and  still  exists;  the  consumers  got  used  to  it  I  do  not  mean  to  mj 
that  it  at  any  time  eetablished  high  prices,  immoderate  nrices;  bat  there  is,  it  is  w 
to  state,  in  £jigland,  amongst  mannhcturera  of  laxge  tinnecl  sheets— a  very  unimporta&t 
indufi^— a  combination  as  regards  prices. 

WITNMW  IS  HARDLY  A  OOMPBTITOB  OF  THX  AXXBIGAK  TIN  PLATE  OOMPAKT. 

Q.  (By  Mr.  Fabquhab.)  Do  you  think  that  the  creation  of  great  anregatioDs  of 
capital  like  the  American  Tin  Plate  Company  is  an  advantage  to  the  whole  trade?- 
A.  I  think  we  shall  have  to  wait  and  see  how  it  works  out 

Q.  Await  the  result? — A.  At  the  present  their  action  has  been  moderate  and 
business-like  throughout,  as  I  have  said.  They  have  not  attempted  at  any  time  to 
fix  any  higher  price  for  tin  plate  and  have  rather  kept  under  the  advandng  coata. 

Q.  (By  Mr.  A.  L.  Habris.)  Have  they  any  economic  advantage  over  yoa  in  the 
manumcture  of  tin  plate  through  the  immense  combination? — A.  Well,  it  is  not 
exactly  foir  to  them  or  possibly  to  us  to  make  a  comparison^  because  we  simply  tb 
on  a  very  laive  scale.  We  have  connection  with  a  large  number  of  mills  ana  nave 
made  the  nroduct  all  the  way  up  to  tin  plate. 

Q.  (By  Mr.  Phillips.)  Do  you  employ  traveling  salesmen  in  handling  your  prod- 
act? — A.  We  do  employ  travelmg  salesmen,  but  not  necessarily  for  selling  our  prraixt 
It  is  for  business  purposes;  and  then  we  are  dealen— merchants  in  findied  goods 
along  the  line,  and  have  always  been,  more  or  less. 

Q.  Do  you  employ  more  now  than  you  did  prior  to  the  organiiation  of  the  Am^- 
can  Tin  Plate  Company? — A.  We  employ  exactly  the  same  number. 

Q.  And  do  you  come  in  competition,  or  do  you  generally  sell  at  about  the  fiame 
price  that  they  do?— A.  Well,  as  I  said,  probably  three-fourths,  or  at  leart  65  per 
cent,  of  the  entire  consumption  of  tin  plates  in  the  United  States  is  east  of  the  Alk- 
ghenies.  Our  own  market  is  therefore  more  immediately  around  us,  and  in  that 
sense  we  do  not  exactly  come  in  contact  or  competition  with  the  American  Tin  Plate 
Company,  or  any  more  than  we  formerly  did  with  individual  mills  whose  ba8ine0 
is  more  naturally  in  the  western  territory.  Also,  the  American  Tin  Plate  Companr, 
being  a  very  large  organization,  is  desirous  of  turning  out  product,  and  proDably 
would  like  to  make  the  kinds  that  entail  the  least  trouble.  We,  as  individual  maken, 
are  quite  willing  to  take  upon  ourselves  any  trouble  if  the  consumer  will  pay  ^ 
it,  and,  as  we  imike  high  gradeSjiWe  do  not  exactly  make  the  same  things  aa  the 
American  Tin  Plate  Company.  When  it  comes  to  what  I  might  call  the  otliooend 
of  our  business— a  small  product,  comparatively,  with  us — we  do  come  in  competitioD 
with  the  American  Tin  Plate  Company,  and  our  prices  are  about  the  same.  ^^ 
can  not  very  well  get  more,  although,  in  our  opinion,  our  product  may  be  better, 
and  we  can  not,  on  account  of  cost,  sell  for  any  less. 

BOUBOBB  OF  TIN. 

Q.  (By  Mr.  Phillips.)  Where  do  your  supplies  come  from?— A.  From  Oceanici 
entirely — ^from  the  producing  primary  markets,  which  are  largely  the  Straits  Settle- 
ments, some  from  Banca,  and  some  little  from  Australia. 

Q.  Nearly  all  of  the  Ainerican  tin  is  secured  from  where?— A.  There  is  no  Ameri- 
can tin. 

Q.  You  use  no  American  tin?— A.  It  is  all  imported,  mostly  from  there.  There  is 
American  tin  existing,  but  we  have  never  been  able  to  get  at  it  in  a  commercial  way- 

OOBT  OF  TIN  plate  AS  AFFBCTED  BY  PBIGB  OF  PIG  TIN. 

Q.  (By  Mr.  A.  L.  Habbib.)  Has  the  price  of  tin  increased?— A.  The  price  of  tin^ 
increasea  enormously,  more  so  than  any  of  the  ingredients.  We  use,  we  may  say,  ii^ 
or  steel  and  tin.  The  price  of  tin  was  about,  as  near  as  I  can  reooUect,  13  or  14  cents  a 
pound  a  year  ago.    Two  months  ago  it  was  34  cents  a  pound,  and  to-day,  or  yeste^ 
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dAYf  it  was  about  27  or  28  cents  a  pound.  If  you  consider  the  enormous  advance  of  an 
article  in  a  natural  way,  except  oy  speculation  preyailing,  you  will  see  how  much 
that  has  increased  the  cost  of  mikmg  tin  plate.  If  you  take  what  is  known  as  can- 
ner's  tin,  which  we  are  speaking  of,  you  have  about  2}  pounds  coatinff  to  a  box  of  tin, 
14  by  20,  and  112  sheets.  The  cost  of  that  tin  plate  haa  increased  to  that  extent 
by  the  advance  in  pig  tin;  but  more  than  that,  in  our  own  individual  case,  the  increase 
has  been  enormous  to  us,  because  we  make  bright  plates  that  carrv  10  pounds  and 
upward,  14  by  20.  We  make  roofing  tin,  a  large  peurt  of  tin  and  alfoy,  composed  of 
one-third  or  one-half  tin.  Although  the  price  of  lead  has  not  advanced  materially, 
you  can  easily  see  how  very  much  higher  our  cost  is  where  we  use  very  much  tin  m 
our  product.  Now,  sa  I  stated,  the  aavance  of  tin  is  natural,  without  control  in  any 
sense  whatever.  It  has  simply  advanced  upon  its  merits,  and  the  statistics  show  an 
increased  consumption,  due  entirely  to  the  establishment  of  the  American  industry  and 
the  enlargement  of  our  product  here,  the  large  increase  in  our  production,  and  at  the 
same  time  an  improvement  in  the  Welsh  output.  They  have  sought,  under  their 
adverse  circumstances^  when  they  lost  this  market,  other  markets,  and  they  have 
gpulually  been  increasms  their  production,  reopening  their  old  mills,  so  the  consump- 
tion of  tm  has  very  much  increased. 

Q.  Largely  caused  by  the  natural  law  of  supply  and  demand? — ^A.  Entirely  so. 

Q.  rBy  Mr.  Fabquhab.)  Are  you  aware  of^what  nationalities  the  men  are  that 

control  the  production  of  tin? — ^A.  I  can  not  state  from  knowledge.    I  think  they 

are  English.    The  Dutch  settlements  produce  a  good  deal  of  tin  from  the  territory  of 

Banca  to  Billiton.    Of  course  the  Australian  and  the  Straits  output  are  very  large, 

also.    No  doubt  they  are  very  largely  under  English  control. 

BBASONS    FOB  FOBHATION    OF  AMEBIGAN  TIN  PLATE  COMPANY — NO  BUSINESS  NBCSflSmr. 

Q.  (By  Mr.  Phillips.)  Do  you  think  there  was  any  necessity  for  the  formation  of 
the  American  Tin  Plate  Company? — A.  There  was  no  necessity  as  far  as  the  makers 
of  tin  plate  were  concerned.  It  was  the  result  of  bad  management  on  the  part  of 
many  of  the  mills,  who  were  confronted  with  a  proposal  to  seH  out.  It  should  be 
borne  in  mind  that  the  American  industry  started  out  under  very  favorable  condi- 
tions, and  there  seemed  to  be  before  this  change  of  tariff  in  1890  a  sort  of  fascination 
about  the  article  by  which  a  sood  many  outsiders  seemed  to  think  they  should  enter 
the  business;  consequentiy,  when  the  American  mills  commenced  to  be  formed  they 
were  put  up  on  a  favorable  basis jprobably,  and  people  attempted  to  work  them  who 
had  not  a  sufficient  knowled^  of  the  business  to  work  them  right.  In  my  opinion 
probably  75  per  cent  of  the  mdividual  mills  had  no  experience  whatever  when  they 
started  m  the  manufacture  of  tin  plate;  consequently  they  suffered  in  that  respect, 
and  it  was  simply,  in  my  opinion,  the  lack  of  management  on  the  part  of  individual 
mills  that  necessitated  tne  formation  of  the  present  company.  In  our  own  case,  we 
have  gone  through  the  whole  jperiod,  always  prosperous  without  exception,  and  never 
following  the  keen  competition  that  existed  amongst  the  Western  mills.  Then, 
afiain,  if  they  faced  these  conditions  they  could  have  remedied  this,  if  they  thought 
they  were  in  danger  of  excessive  competition  amonest  themselves,  by  reducing  the 
production  at  two  periods  of  the  year.  They  could  have  reduced  their  production 
either  in  July  or  in  December,  when  the  consumption  is  at  a  minimum,  and  pre- 
vented the  overproduction  of  stock,  and  in  that  respect  very  largely  improved  their 
condition.  If  they  had  gone  on  in  that  way,  I  think  we  should  have  reached  a  time 
when  they  could  nave  had  the  additional  relief  of  exporting  American  tin  plate.  I 
think  that  while  some  of  the  individual  mills  were  poorly  managed,  some  of  them 
were  very  well  managed,  and  I  think  if  the  truth  were  known,  a  good  many  have 
made  money  in  bad  times.  Others  did  not:  probably  on  account  of  conditions  and 
lack  of  management,  through  want  of  knowledge  on  the  subject,  and  they  could  not 
survive.    It  was  the  survival  of  the  fittest. 

PBBSONAL  SUPKBVISION   NEEDED  FOB  MOST  EFFICIENT  MANAQEMENT. 

Q.  Do  you  believe  a  large  aggregation  of  mills,  a  large  number  of  them  at  different 
placet)  ill  the  country,  can  do  work  under  one  head  as  economically  as  individual 
owners  could  operate  them,  looking  directly  c^ter  their  own  business  instead  of  em- 
ploying help? — ^A.  I  can  only  give  my  opimon,  and  that  is  that  a  reasonable  mill, 
reasonable  m  capacity^  operating  in  one  place,  can  be  certainly  managed  better  and 
at  a  lower  cost  per  unit  of  production  than  a  series  of  mills  that  are  scattered.  The 
only  saving  in  a  large  numoer  of  mills  is  in  the  smaller  executive  cost.  But  I  think 
that  is  very  much  neutralized  by  want  of  proper  superintendence;  and  tin  plate  is 
an  article  that  should  be  watched  very  carefully,  ana  requires  personal  supervision. 
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CAPITAUZATIOM — PBXTIBBBD  tftOCK  AT  PAB,  COMMON  AB  BOKDB. 

Q.  Will  yoQ  tell  ns  what  the  capitalization  of  the  National  Steel  Company  i^— 
A.  Fifty-nine  million  dollars. 

Q.  And  how  it  is  divided?— A.  Twenty-fleven  of  preferred  and  32  of  oommon. 

Q.  Will  you  explain  to  ub  briefly  the  general  method  of  or^ganization  of  the  Natiom] 
Steel  Company? — A.  I  do  not  know  that  I  can;  it  came  to  me  after  it  was  oxganized; 
I  wa8  not  one  of  the  organizers. 

Q.  YoQ  are  not  one  of  those  who  got  into  it  flret?— A.  I  came  into  it,  bat  I  did  not 
create  it 

Q.  Were  you  one  of  the  original  members;  that  is  to  say,  was  your  plant  one  of 
those  that  went  in?— A.  We  put  the  plant  in,  but  I  had  personally  nothing  to  do  with 
the  preliminaries  prior  to  the  organization  of  the  company. 

Q.  So  far  as  vour  own  plant  was  concerned,  you  can  perhaps  tell  us  the  TCnenl 
arranf^ements  tnat  were  made  with  reference  to  your  coming  in;  for  exam^e,  did 
you  give  an  option  on  your  plant  for  cash? — A.  Yes. 

Q.  For  a  certain  amount  And  then  how  did  you  understand  that  the  preferred 
stock  was  to  RO? — A.  We  gave  an  option  in  this  way;  we  gave  an  option  for  cadi 
wi^  the  priviiege  to  take  all  cash,  or  part  cash  and  part  stock,  or  all  stock  at  oor 
option.  We  exercised  the  option  at  the  completion  of  the  company  and  took  all 
stock. 

Q.  At  what  rates  was  the  stock  taken? — A.  We  took  1  share  of  preferred  stork 
for  each  $100  of  cash,  and  with  each  share  of  preferred  stock  we  got  1  share  of  com- 
mon; so  we  got  a  share  each  of  preferred  and  common  for  each  $100  of  value. 

Q.  The  cash  value  that  was  nven  was  estimated,  when  you  a^;reed  to  sell,  on  the 
baas  of  what  that  plant  would  oe  worth  as  put  into  an  organization  of  that  kind  ?— 
A.  Well,  we  put  it  in  at  the  same  price  we  were  offered  for  it  by  another  company. 

Q.  How  long  before  had  this  oner  been  made  by  another  company? — A.  Thirfy 
days. 

Q.  f By  Mr.  FABQtTHAiL}  Where  was  this  plant?— A.  New  Castle,  Pia. 

Q.  (ByMr.  Jbnks.)  What  is  the  name  of  tnis  compau]^— A.  The  Shenango  Valley 
Steel  Company. 

NATUBB  OF  PRODUOSS— SBLL  TO  ANYBODY  WHO  WAOTB  TO  BUY. 

Q.  Will  you  explain  to  us  briefly  what  the  nature  of  your  business  is  in  the 
National  Steel  Company — ^what  your  product  is  and  your  raw  material? — A.  What 
we  produce? 

Q.  Yes. — A.  Our  products  are  steel  billets  and  slabs,  4-inch  and  larger  billetB,  small 
billets,  sheet  and  tin-plate  slabs  or  bars,  as  we  call  them.  We  do  not  go  to  the  con- 
sumer with  any  of  our  product  at  all. 

Q.  To  whom  do  you  sell?— A.  The  American  Tin  Plate  Company  and  other  finish- 
ers of  material  who  go  to  the  consumer  with  the  finished  product  We  do  not  sell 
anything  in  the  finished  riiape. 

Q.  So  far  as  your  material  is  concerned,  have  you  sold  any  to  tin-plate  companies 
besides  the  American? — A.  We  sell  to  anybody  who  wants  to  buy. 

Q.  Have  you  sold  to  anybody  since  your  oiganization  besides  the  American  Tin 
Plate  Company? — A.  Yes,  we  have. 

Q.  Could  you  mention  one?>-A.  We  are  shipping  bars  to  Cindimati  now. 

OBJfr—BONBB— BOATS. 

Q.  Are  you  yourselves  the  owners  of  the  mines  where  you  get  your  raw  materialT— 
A.  Pardauy. 

Q.  Would  ^ou  explain  a  little  more  in  detail  as  to  the  nature  of  your  raw  material, 
what  proportioi  of  it  you  produce  yourselves  and  what  proportion  you  buy?>-A. 
Well,  cased  on  the  coming  year,  our  rejiuiiements  of  Lake  Superior  ore  will  be  about 
3,000,000  tons.  With  our  present  equipment  we  expect  to  produce  about  1,250,000 
or  perhaps  1,400,000  tons  n-om  our  own  mines.  The  balance  of  that  we  expect  to 
purchase  on  contract. 

Q.  Do  you  own  your  own  ships  for  transporting  ore? — ^A.  We  own  9  boats,  yea 

Q.  Do  you  own  any  railroads  or  any  inland  transportation? — A.  No;  we  do  not  own 
anv  railroads;  only  narrow-eauge  local  roads  around  the  works. 

Q.  (By  Mr.  Fabquhab.)  What  mines  are  they?— A.  The  Chapin  Mining  Com- 
pany in  Iron  Mountain,  Michigan,  and  the  Winthrop  mine  in  Marquette  County,  at 
Ishpeming. 

Q.  How  long  have  you  been  the  owners  of  the  Chimin  mine? — A.  Sixty  days 
probably ;  very  recently ;  we  have  been  negotiating  for  it  since  last  fall  a  year  ago. 
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Q,  You  say  jrou  have  your  own  transportation  line  on  the  lakes?— A.  We  have  9 
boatB,  which  will  carry  about  a  million  tons  of  ore;  a  little  short  of  carrying  our 
own  products. 

STEEL  WOBKS  AND  FUENACES— COST  OP  FURNACES— WORKING  CAPrTAL. 

Q,  (By  Mr.  Jenks.)  How  many  plants  have  you  in  your  company? — A.  Six,  I 
believe.  It  depends  altogether  on  what  you  call  a  plant;  we  have  6  steel  works  and 
we  have  16  furnaces. 

Q.  (By  Mr.  Jenks.)  Where  are  your  steel  works? — A.  Newcastle,  Youngstown, 
Sharon,  Mingo  Junction,  Bellaire,  and  Columbus. 

Q.  What  is  the  average  output  of  one  of  your  moderate-sized  plants? — A.  Well, 
our  total  output  I  could  give  you.    We  are  producing  about  5, 000  tons  of  steel  per  day. 

Q.  What  IS  the  output  of  your  largest? — A.  About  1,800  tons. 

Q.  Can  you  give  us  an  estimate  as  to  the  cost  of  building  one  with  an  output  of, 
say,  1,000  ton^ — A.  I  do  not  think  I  could. 

Q.  A  general  estimate  along  the  line  you  heard  with  reference  to  the  tin-plate 
plants? — A.  In  the  first  place,  I  do  not  think  you  could  build  one  in  3  years,  any- 
way. We  can  not  get  the  material.  We  are  building  3  new  blast  furnaces;  I  can 
give  you  a  rough  idea  of  what  that  would  be. 

Q.  Yes. — A.  We  used  to  have  a  table  that  100  tons'  production,  I  think,  would 
\x)Bt  $100,000.  That  was  a  rough  way  of  getting  at  it.  That  would  go  3  years  ago. 
That  is,  500  tons  of  pig  iron  a  day  would  cost  $500,000. 

Q.  That  was  your  estimate? — ^A.  That  is  just  a  rough  way  of  getting  at  it.  It  is 
like  building  a  house — ^the  result  is  always  a  little  more.  We  are  building  3  to-day, 
and  I  think  every  one  of  them  will  cost  us  3  times  that 

Q.  Where  are  the  added  elements  of  cost  in  the  last  3  years? — A.  Increased  cost 
of  machinery  and  structure  and  labor. 

Q.  Added  cost  all  alon^  the  line? — A.  All  along  the  line. 

Q.  Can  you  give  an  estmiate  as  to  the  relative  amount  of  running  capital  that  is 
required  in  a  large  steel  plant  as  compared  with  the  cost  of  the  i)lant  itself? — A.  Oh, 
I  tnink  it  would  require  at  least  50  per  cent  for  the  working  capital. 

Q.  With  50  per  cent  of  the  value  of  the  plant  itself  for  running  capital  you  would 
operate  it  easily? — A.  You  understand,  of  course,  the  nature  of  the  business.  The 
ore  has  all  to  l>e  brought  down  during  the  open  season  of  navigation;  it  requires  con- 
siderable money  to  freight  it  and  store  it. 

THE  COURSE  OF  PRICES. 

Q.  Can  you  give  us  an  account  of  the  general  course  of  prices  of  your  product,  we 
will  say,  for  the  last  3  years? — A.  I  think  so,  approximate! v. 

Q.  If  you  have  the  data  at  hand  you  may  go  back  a  little  earlier. — ^A.  I  can  gpve 
you  the  oata  compiled  b  v  the  iron  and  steel  people.  I  have  here  the  Annual  Statistical 
Keport  for  1898  of  the  American  Iron  and  Steel  Association  of  Philadelphia. 

Q.  (By  Mr.  Jenks.)  That  gives  the  data  that  I  have  asked  for  with  reference  to  the 
course  of  prices  back  for  how  many  years? — A.  It  runs  back  to  1891. 

Q.  You  will  give  us  some  figures  with  reference  to  the  last  3  years,  and  be  kind 
enough  to  let  us  have  this  book? — A.  Yes.  Bessemer  pig  iron  in  1894 — these  are 
prices  at  Pittsburg— averaged  about  $11.38;  1895,  $12.72;  1896,  $12.14;  1897,  $10.13: 
18^,  $10.33.  The  present  advance  commenced  in  December,  1898,  and  continued 
moderate  through  January  and  February,  and  then  became  very  radical. 

Q.  And  the  price  now  is—? — A.  The  price  now  is  $22.50  to  $23. 

Q.  To  what  do  you  ascribe  this  very  great  increase  in  prices? — A.  Not  enough  to 
ffo  around,  I  guess.  Why,  in  the  last  two  years  our  exports,  as  you  all  know,  nave 
been  very  heavy,  and  we  were  completely  cleaned  up  of  all  surplus  material  in  the 
iron  and  steel  Ime.  Our  own  consumption  increajsed  naturally,  and  we  discovered  a 
shortage,  and  the  fear  that  there  would  not  be  enough  to  go  around  probably  advanced 
prices  a  good  deal. 

Q.  Are  you  also  working  on  contracts  that  have  been  made  some  months  ahead,  or 
do  these  market  prices  represent  the  prices  you  are  getting? — A.  These  are  the  market 
prices  of  pig  iron.  We  are  not  sellers  of  pig  iron  at  all;  we  use  our  own  and  buy 
quite  largely. 

Q.  Now,  with  reference  to  the  prices  of  your  own  finished  product  of  steel  billets, 
what  has  been  the  course  of  prices  there? — A.  Upward. 

Q.  Can  you-  give  it  to  us  in  general  terms? — A.  The  corresponding  price  of  billets 
in  1894  was  $16.58;  1895,  $18.48;  1896,  $18.83;  1897,  $15.08,  and  1898,  $15.31,  at 
Pittsburg. 
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Q.  And  then  the  average  lust  year,  the  price? — ^A.  That  is  1898;  but  ednce  Jannajy 
of  this  year  the  advance  has  be^  rapid. 

Q.  So  that  the  price  is  now? — A.  Price  is  anywhere  from  $d4  to  $38.  I  saw  sooie 
quotations  in  the  paper  up  to  $44;  that  is  imaginary,  though,  I  think. 

XABKET  QUOTATIOKS,  $31;  ACTUAX  DKUYSBIBB,  $21. 

Q.  Now,  these  are  the  market  quotations.  Are  you  youiselyes  selliiig  flenenUr 
upon  market  quotations,  or  are  you  working  on  contracts,  so  that  your  reu  inconie 
from  thene  pounces  is  considerably  less  than  tnid? — A.  Well,  our  avenge  price  is  very 
materially  k^ss  than  that  From  the  nature  of  our  business,  we  have  sot  to  carrv  a 
ffood  deal  of  tonnage  ahead.  We  have  got  700,000  tons  of  steel  on  our  books  still  to 
be  delivered;  so  tluit  the  idea  that  the  manufiicturer  is  getting  all  this  adwioe  that 
is  reported  every  day  in  the  papers  is  simply  erroneous. 

Q.  Perhaps  you  would  like  to  develop  that  somewhat  further  with  referenoetothe 
differences  oetween  the  price  that  the  manufacturer  is  getting  and  the  quoted  price?— 
A.  I  think  the  average  price  we  received  for  one  hundred  and  some  thousand  tons 
shipped  in  August  was  $21  and  some  cents,  while  the  market  quotations  in  the  papers 
were  for  the  same  time  anywhere  from  $31  to  $44. 

Q.  (By  Mr.  Kennedy.)  I  should  like  to  ask  if  you  are  getting  ccmtracts  now  with 
these  market  quotations  upon  which  you  manufacture  and  deliver  in  the  fixtare? — A. 
We  are  as  far  as  we  can  in  the  future.  We  are  selling  material  every  day,  and  we 
expect  our  average  selling  price  to  advance  materially  each  month  as  we  get  away 
from  the  old  business. 

Q.  What  was  the  average  quotation  in  July  and  August? — ^A.  Too  mean  our  quo- 
tations to  customer^ 

Q.  Yes,  and  the  market  quotations,  too? — A.  Well,  I  do  not  know  as  I  can  give 
you  that;  I  should  judge  somewhere  about  $34. 

Q.  Your  quotation  or  the  marketprice? — A.  Our  price. 

Q.  And  the  market  price?— A.  Well,  I  do  not  know  what  you  would  call  the  mar- 
ket price.  As  to  trade>paper  prices,  if  somebody's  necessities  are  ursent,  as  I  see  in 
Pittsburg  occasionally^  and  he  buvs  a  carload  at  $44,  that  is  heralded  all  over  the 
country  as  the  price  oi  material,  wliich  it  is  not. 

Q.  (6y  Mr.  Farquhajl)  That  extreme  price  is  not  an  indication  of  the  real  price?— 
A.  None,  whatever. 

Q.  (By  Mr.  Jenks.1  But  I  understood  that  you,  yourselves,  were  selling  in  July 
and  August  at  about  $34?  A.  Thirty-four  dollars;  in  that  neighoorhood. 

WAGES— THE  AMALGAMATED  ASSOCIATION. 

Q»  Will  vou  make  some  statement,  please,  with  reference  to  the  course  of  wages 
in  your  inaustry  for  the  last  3  years;  that  is,  before  your  oiganization  was  effected 
ana  since  that  time? — ^A.  Well,  our  wages  are  adjusted  the  1st  of  July  of  each  year, 
running  a  year. 

Q.  By  the  Amalgamated  Association? — ^A.  For  the  skilled  labor — ^not  all  Amalga- 
mated, no;  our  common  labor  and  mechanics  are  adjusted  when  occasion  requires  it 
There  was  an  advance  in  January;  I  think  another  one  in  March,  and  another  one 
in  June;  so  that  the  labor  has  had  three  advances — ^the  unskilled  labor — since  Jan- 
uary. We  adjusted  the  scale  the  Ist  of  July,  running  until  July  of  next  year — ^in 
some  cases  an  advance  of  15  per  cent,  and  in  otners  20  per  cent 

Q.  (Bv  Mr.  Kennedy.)  Most  of  your  skilled  workmen  are  members  of  the  Amal- 
gamated Association,  are  they  not? — ^A.  No;  I  judge  we  are  about  evenly  divided  on 
that 

Q.  In  making  the  scale  with  the  Amalgamated  Association,  do  the  unoiganized 
workers  in  the  same  department  in  the  different  works  get  the  wages  that  are  allowed 
to  the  Amalgamated  men? — A.  Steel  works  are  different  from  tin-plate  and  puddling 
mills.  There  the  rate  is  uniform.  There  are  no  two  steel  works  that  pay  me  same 
rate  per  ton,  owing  to  local  conditions  and  different  production& 

Q.  The  sliding  scale  of  the  Amalgamated  Association  would  take  those  differences 
into  consideration? — A.  They  give  more  allowance  to  a  more  modem  mill  than  they 
do  to  an  old  mill,  if  you  have  increased  mechanical  appliances  and  increased  tonnase. 

Q.  What  I  want  to  know  is.  are  the  imorganized  workers  given  the  benefit  of  me 
arrangement  you  make  with  tne  Amalgamated  Association? — A.  Relatively,  yes;  the 
men  not  in  the  Amalgamated  Association  get  relatively  the  same  wages  that  tlie 
Amalgamated  men  do. 

Q.  The  Amal^mated  men  keep  up,  practically,  the  wages  for  the  unoiganized 
men?— A.  Practically,  yes. 
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ADYANTAGBB  OF  CONSOLIDATION — CHIEFLY  GSTTINO  MIKBB. 

Q.  (By  Mr.  Jenkb.)  What  advantages  doyou  get  from  the  consolidation  of  these 
different  plants  under  one  mana^ment?  What  are  the  special  advantages  that  come 
from  consolidation? — ^A.  The  ability  to  strengthen  our  position  and  the  acquisition 
of  ore  property  and  coal  property. 

Q.  You  say  that  is  substantially  the  only  advantage? — ^A.  That  is  the  greatest 
advantage. 

Q.  You  get  more  capital  to  handle,  so  that  you  can  secure  your  coal  and  your  ore 
at  much  better  rates? — A.  And  we  are  put  in  better  condition  to  compete  with  our 
competitors.  We  are  only  producers  of  about  18  per  cent  of  the  steel  that  is  made. 
We  nave  some  pretty  strong  competitors,  and  we  had  to  equip  ourselves  as  well  as 
we  could  for  that  business. 

Q.  Do  you  have  any  opportunity  for  making  any  large  saving  through  specializa- 
tion of  the  work  in  different  plants,  or  through  freight  rates  that  come  from  shipping 
from  a  nearer  transportation  point? — A.  We  avoid  cross  freights;  that  is  all. 

Q.  There  is  a  considerable  saving  there?— A.  Yes. 

Q.  Is  there  any  saving  that  comes  in  the  manufacture  itself,  the  process  of  manu- 
facture, that  you  get  through  consolidation? — A.  I  think  not 

Q.  (By  Mr.  Fabquhar.)  As  to  the  acc^uisition  of  your  mines  in  northern  Michigan, 
do  you  regard  it  as  a  positive  necessity  in  your  buMness  to  possess  the  raw  materiu? — 
A.  Absolutely  so;  yes. 

Q.  Are  you  much  advantaged  in  the  owning  of  your  own  mines  there  and  your 
own  transportation? — ^A.  We  think  so.  We  have  control  of  our  own  supply  to  that 
extent 

TABIFF  ON  BILLETS,   BAB8,   AND  SHEKEB  GUTS  NO  FIGURE. 

Q.  (By  Mr.  Jenks.)  Will  you  give  us  your  opinion  with  reference  to  the  effect  of 
the  tariff  on  the  steel  industry? — A.  Well,  we  have  not  seen  much  effect  one  way  or 
the  other  for  the  last  8  or  10  years. 

Q.  Are  you  exporters  of  steel  now? — A.  No.  we  never  have  been.  We  are  making 
material  that  has  been  laiigely  exported,  but  tnat  was  before  the  National  waa  formed. 

Q.  Would  you  say,  then,  that  at  the  present  time,  so  far  as  your  judgment  goes, 
there  is  no  need  for  a  tariff  on  iron  and  steel  and  you  see  no  effect  from  it  at  all? — 
A.  Not  to  us  individually. 

Q.  On  the  industry  as  a  whole?— A.  There  are  different  branches,  and  I  am  only 
speaking  for  one  branch,  billets,  bars,  and  sheet;  but  I  should  say  that  in  our  partic- 
ular branch  I  do  not  see  that  the  tariff  cuts  any  fisure  one  way  or  the  other. 

Q.  There  is  no  need  for  a  tariff  on  that?— A.  I  should  say  not. 

Q.  (By  Mr.  Kennedy.)  There  is  no  need  to  have  a  tariff  on  that  portion  of  your 
products  that  enter  into  the  manu^tuiing  of  tin? — A.  Of  course  we  are  affected  by 
anything  that  affects  that  industry,  but  for  us  individually  we  do  not  need  any  tariff. 
Of  course  if  it  should  be  taken  off  the  tin  industry  we  should  be  affected  with  others. 

Q.  So  that  indirectly  you  need  the  benefit  of  the  tariff?— A.  Yes,  indirectly.  I  say 
that  in  the  steel  business  they  need  the  tariff;  but  we  individually  do  not. 

Q.  (By  Mr.  Jenkb.)  You  say  you  do  not  need  any  tariff  on  steel  billets  used  in 
tin  plate?— A.  We  do  not  need  any  on  steel  billets,  because  there  are  none  imported. 

Q.  (By  Mr.  Clarke.)  Suppose  there  should  be  a  large  accumulation  of  the  stock 
of  billets  in  Europe  or  any  other  country  and  the  owner  should  need  to  realize  and 
put  those  billets  on  the  market  at  a  sacrifice  price,  would  the  tariff  be  of  any  advan- 
tage to  you  then? — A.  Well,  in  the  first  place,  we  do  not  make  our  material  ahead  of 
specifications.     We  do  not  pile  it  up  like  tin  plate  or  nails. 

Q.  Have  they  not  been  known  to  do  it  on  the  other  side?— A.  Not  to  my  knowl- 
edge.   All  of  it  is  made  on  specifications. 

RELATIONS  BETWEEN  NATIONAL  ffllEEL,  AMERICAN  TIN  PLATE,  AND  AMERICAN  STEEL  HOOP. 

Q.  (By  Mr.  Jenks.)  What  relations  exist  between  the  National  Steel  Company 
and  the  American  Tin  Plate  Company? — ^A.  Friendly.  There  are  no  official  relations 
existing  between  us. 

Q.  What  are  the  business  conditions  between  the  two  as  resards  buying  and  sell- 
ins;;  do  you  furnish  them  material  to  any  great  extent? — ^A.  lee. 

Q.  How  lai^  a  proportion  of  your  product  do  they  take?— A.  I  judge  in  the  neigh- 
borhood of  between  one-foiuth  and  one-fifth. 

Q.  Can  you  tell  how  many  of  the  directors  in  your  company  are  directors  in  the 
Tin  Plate  Company?— A.  Indeed,  I  could  not 
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Q.  Several  of  them,  you  think?— A.  Quite  a  number  of  them;  they  are  interwoven 
with  each  other. 

Q.  Are  any  of  your  regular  officers  also  officers  in  the  Tin  Plate  Company? — 1. 
Only  as  to  the  executive  committee. 

Q.  Vice-presidents,  treasurers,  etc? — A.  The  treasurer  of  the  National  Steel  Com- 
pany is  also  the  treasurer  of  the  Tin  Plate  Compaiiy. 

Q.  Is  he  treasurer  also  of  any  other? — A.  The  Hoop  Company. 

Q.  Of  the  American  Steel  Hoop  Company? — A.  The  American  Steel  Hoop  Com- 
pany. 

Q.  In  your  dealings  with  the  American  Tin  Plate  Company  do  you  make  sepazate 
individual  contracts  with  them  as  you  do  with  other  companies  that  do  not  have  sim- 
ilar members  or  directors? — A.  AlJeolutely  so. 

Q.  Everythinjf  is  done  by  means  of  a  spei^ial  (H>ntract? — A.  By  general  eontiBrt, 
the  same  fonn  of  rontnu^t  in  force  with  other  people. 

Q.  Are  your  filiations  with  the  American  Steel  H(X>p  Company  of  a  similar  nature?— 
A.  Yt*s. 

Q.  Owing  to  the  fact  that  you  have  the  same  men  to  a  considerable  extent,  the 
same  stockholders  in  the  different  companies,  vour  relations  are  rather  more  confi- 
dential than  with  others? — A.  We  hope  so;  tnat  is  the  object  we  have — to  get  a 
market  for  our  material. 

Q.  Ah  reganls  the  management  of  the  companies,  they  are  kept  entirely  separate?^ 
A.  Al)«olutely. 

Q.  You  dvs\  with  them  as  separate  customers? — A.  Absolutely. 

Q.  (By  Mr.  Farquhar.)  Are  those  meml>ers  or  directors  the  main  stockholdefis  in 
your  com  jjany ;  are  they  very  lar]^  stockholders? — A.  Thev  are  all  laige  stockholden, 
so  far  as  I  know.  You  say  tne  directors ;  I  do  not  recall  all  of  them.  The  membeis 
of  our  executive  committee,  which  consists  of  7,  are  all  large  stockholders  in  the 
different  (companies. 

Q.  So  they  are  conserving  their  own  interests  in  being  on  the  directorate? — A.  Yes. 

MANY    MORE   STOCKnOLDERS    THAN   BEFORE    CONSOUDATION — WORKMAN    ffTOCKHOltDSBS. 

Q.  (By  Mr.  Jenks.)  Can  you  tell  about  how  many  stockholders  you  have? — A. 
Well,  I  saw  the  list  at  the  last  dividend  in  September;  I  think  about  1,100;  between 
1,000  and  1,100. 

Q.  How  does  that  number  compare,  if  you  have  any  means  of  knowing  at  all,  with 
the  numl)er  of  stockholders  in  these  different  concerns  before  they  were  combined? — 
A.  Oh,  well 

Q.  (Interrupting.)  Larger  or  smaller? — A.  One  hundred  to  one,  probably. 

Q.  Very  much  largerf — A.  Oh,  yes;  the  other  corporations  were  close  corporati(»is 
before;  they  were  small  in  number. 

Q.  To  your  knowledge  are  there  any  goodly  number  of  workingmen,  that  took 
stock  in  the  National  Steel  Company;  any  who  are  working  for  you? — A.  Individ- 
uallv  I  do  not  know  of  a  goodly  number;  I  know  of  individual  employees  who  are 
stockholders. 

NO  OTRIKBS — ALL  SKILLED   LABOR  ON  AN  ANNUAL  SCALE. 

Q.  Have  you  had  any  troubles  with  your  employees  that  have  resulted  in  strikeel? — 
A.  No. 

Q.  You  have  these  regular  arrangements  with  most  of  your  workingmen  with 
reference  to  scales  of  prices  running  through  some  months  or  through  a  year? — A. 
With  skilled  Ial)or.  You  will  remember  that  our  skilled  labor  is  all  controlled  by 
the  annual  scale. 

Q.  (By  Mr.  Kennedy.)  You  said  that  only  about  half  of  them  are  controlled  by 
the  Amalgamated? — A.  By  the  Amalgamated,  but  we  give  the  other  mills  a  scale  it 
the  same  time. 

STOCK   ON  THE  MARKET — DIVIDENDS. 

Q.  rBy  Mr.  Farquhar.)  Have  you  any  idea  how  much  of  your  stock  is  on  the 
New  York  market? — A.  There  is  just  about  one-third  of  the  preferred. 

Q.  One-third  of  the  preferred? — ^A.  Yes,  that  is  my  recollection,  on  the  30th  <rf 
September. 

Q.  How  much  of  the  common? — ^A.  That  I  did  not  see,  as  we  have  never  paid  a 
dividend  on  the  common.    I  did  not  go  over  the  stockholders'  list 

Q.  What  is  the  latest  quotation  of  the  preferred  t<tock  in  New  York? — A.  About 
95  or  96. 

Q.  Is  there  any  quotation  for  common  that  you  nn'ollect? — A.  50  to  52. 
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Q.  How  much  variation  have  you  liad  in  your  figures  for  the  last  three  months  on 
stocks — A.  98|  I  think  was  the  highest  for  preferred  and  94  the  lowest;  I  think  55, 
probably,  and  50,  on  the  common. 

Q.  How  often  have  you  declared  dividends? — A.  Quarterly. 

Q.  You  have  paid,  then,  three  dividends? — A.  Two. 

Q.  What  was  the  dividend? — A.  One  and  three-fourths  percent;  7  per  cent  cumu- 
lative stock. 

THE  ODD  $5,000,000. 

Q.  Between  your  preferred  and  your  common  there  seems  to  be  a  difference  of 
$5,000,000?— A.  Yes. 

Q.  As  it  was  issued  share  bv  share,  what  became  of  that  $5,000,000  in  making  up 
your  account? — A.  I  know  wnere  it  went  in  the  accounts,  but  where  the  $5,000,000 
went  I  do  not  know  anything  about;  that  was  before  my  day. 

Q.  Have  you  a  general  idea  as  to  what  the  $5,000,000  was  for? — A.  Oh,  I  suppose, 
general  expenses;  that  covers  a  multitude. 

Q.  If  it  is  a  fair  question,  was  there  such  a  thing  as  promotion  in  your  com- 
pany?— ^A.  I  do  not  know  how  you  use  the  term  promotion.  Mr.  Moore  was  instru- 
mental in  bringing  these  different  interests  together. 

Q.  (By  Mr.  Jenks.)  Was  he  acting  at  the  instance  of  the  different  manufacturers 
that  approached  him  and  asked  him  to  see  if  he  could  arrange  the  matter  for  them? — 
A.  I  could  not  say;  I  did  not  ask  him.  I  do  not  know  what  the  rest  may  have 
done. 

Q.  (By  Mr.  Kennedy.)  Was  the  promoter  paid  in  common  stock? — A.  Indeed,  I 
can  not  say.    No,  I  was  not  conversant  with  the  conditions  at  that  time. 

Q.  Well,  you  know  by  public  rumor  what  the  promoter  was  paid? — A.  The  general 
supposition  is  that  the  dinerence  between  the  preferred  and  common  stock  is  used  in 
the  promotion  of  the  scheme.    That  is  the  ordinary  common  belief. 

Q.  The  difference  in  the  value  of  the  stock  or  what? — ^A.  The  difference  in  the 
issue. 

Q.  Oh,  the  difference  in  issue;  $5,000,000,  then?— A.  Yes. 

Q.  What  is  the  present  market  value  of  your  common  stock? — A.  About  50  or  51. 

Q.  That  would  De  $2,500,000,  then?— A.  If  he  sold  it.  You  can  not  tell  what  he 
did  with  it,  if  he  got  it. 

EARNINGS — ^DIVIDENDS  ON  COMMON. 

Q.  (By  Mr.  Farquhar.)  Does  that  If  per  cent  quarterly  dividend  represent  the 
amount  of  your  profitd? — A.  That  is,  up  to  this  time? 

Q.  Yes. — A.  No,  it  does  not;  our  profits  have  been  in  excess  of  our  dividends. 

Q.  Has  that  extra  profit  gone  into  betterments  or  in  what  form  is  it? — A.  Well, 
we  are  making  improvements. 

Q.  What  is  the  working  capital  that  you  set  aside?— A.  About  $8,000,000. 

Q.  That  entered  largely  into  the  acquisition  of  these  mines  and  transportatioD 
properties,  did  it  not? — A.  Some  of  it;  yes. 

Q.  (By  Mr.  Kennedy.)  Is  there  any  prospect  of  paying  dividends  on  the  common 
stock? — A.  We  have  hopes. 

Q.  Can  you  say  anything  about  the  earnings  of  the  common  stock  that  would  give 
the  publican  idea  of  what  the  prospect  is — what  the  hopes  are? — A.  Why,  we  have 
not  published  anv  statement  of  our  earnings. 

Q.  Can  you  offer  any  statement  in  regard  to  the  earnings  of  the  common  stock? — 
A.  I  could;  I  don't  know  whether  I  should  like  to;  I  know  what  we  are  earning. 

Q.  Well,  I  shall  not  press  you.  I  will  just  ask  you  if  you  will  make  the  state 
ment? — A.  Well,  I  had  ratJier  not  have  the  publicity  given  to  it. 

Q.  All  right. 

EXTENT  AND  VALUE  OF  ORE  LANDS. 

Q.  (By  Mr.  Clarke.)  What  is  the  extent,  the  number  of  acres  of  your  mineral 
lands? — A.  The  Winthrop  property  embraces  160  acres  in  fee. 

Q.  And  the  other? — A.  The  Chapin  Mining  Company  has  a  lease,  I  think,  of  five 
forties,  on  which  we  pay  a  royalty. 

Q.  Both  produce  the  same  quality  of  ore? — A.  No. 

Q.  Are  those  properties  extensively  developed? — A.  There  has  been  taken  from 
the  Chapin  property — w^e  shall  ship  this  season  about  900,000  tons  of  ore. 

Q.  How  many  years  has  it  been  worked? — A.  I  think  the  total  shipments  from 
the  mine  have  been  about  7,000,000.  It  has  been  through  two  or  three  bands,  and 
idle  at  times  dimng  the  depression. 
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Q.  How  much  more  do  you  esdiDAte  there  is  there?— A.  We  have  in  flight,  vitb- 
oat  ffoing  below  our  feet,  about  6,000,000  tons.  We  know,  as  near  as  we  can  know 
anything  under  ground,  that  it  is  there. 

Q.  How  much  do  you  estimate  there  is  in  the  othei?— A.  Well,  it  is  so  much  tbtt 
we  never  estimated  it 

Q.  What  do  you  consider  the  money  value  of  these  minend  lands?— A.  IbA 
would  depend  on  conditions  in  the  ore  buaineas.  They  are,  periiiq»,  to-day  worth 
200  per  cent  more  than  they  were  a  year  ago  to-day. 

Q.  Have  you  a  supply  for  your  works  for  the  next  25  yean(7— A.  Well,  I  ebodd 
hate  to  even  venture  an  opimon  on  that 

Q.  Which  do  you  consider  the  more  valuable,  the  materialpropeitiefl  that  voa  ovn 
or  the  of>portunitie6  that  yon  poeeess  to  do  business — ^A.  WeU^  to-day  I  think  the 
opportunity  is  worth  more  than  the  other;  combined,  they  are  both  of  them  veir 
valuable.  The  opportunity  to  do  business  a  year  ago  was  not  worth  as  much  as  it  is 
now. 

VAILUIUB  IN  IBON  lOHINO. 

Q.  (By  Mr.  Fabquhar.)  Is  it  not  a  fact  that  there  have  been  a  great  many  Mnns 
in  the  iron  mines  there,  in  northern  Michigan  and  Minnesota?— A.  That  is  the  ink 
and  not  the  exception. 

Q.  There  have  been  some  of  the  largest  failures,  have  there  not,  in  this  whole 
country  up  in  that  section? — A.  Yes;  you  go  back  to  the  Gogebic,  the  first  develop- 
ment tnere,  and  it  almost  bankrupted  the  country. 

Q.  And  many  of  those  mines  for  years  have  been  run  at  a  loss? — ^A.  Yes. 

Q.  (By  Mr.  Olabke.)  Why  was  that;  do  you  know?— A.  Why  they  were  nmat» 
loss? 

Q.  Yes. — A.  Well,  the  extreme  competition  for  a  limited  amount  of  business  doing, 
low  prices  prevailing,  |9  Bessemer  pig  iron  from  the  two  valleys,  flO  in  I^ttsbnig. 

Q.  (By  Mr.  Fabquhar.)  Was  there  not  also  an  important  developtment  of  nev 
mines  there? — ^A.  The  development  of  the  Mesaba  region  coming  into  competition  with 
the  Gogebic  and  the  Ishpemin^  and  Marquette  regions,  the  Mesaba  proposition  beiu 
simply  a  steamnshovel  proposition  in  its  early  history,  putting  ore  on  the  can  for  10 
cents  a  ton. 

Q.  (By  Mr.  Clabkb.)  When  those  properties  failed,  was  that  at  the  time  when  we 
were  importing  a  great  deal  of  iron  ana  steel  into  this  country  from  abrcMid?— A.  No. 

Q.  When  did  they  fail? — A.  During  the  depression  and  low  prices. 

Q.  Can  you  name  the  year?— A.  From  1892;  1893,  1894, 1895;  it  has  been  contiD- 
uous  right  along  since  1892. 

Q.  During  the  general  depression  of  industry  in  this  country,  then? — ^A.  Yes. 

STBUCTUBAL  BTBKL. 

Q.  Hss  there  been  a  very  large  increase  in  the  demand  for  structural  iron  and  steel 
in  this  country  within  the  last  2  years? — ^A.  Very  laige. 

Q.  Have  wooden  bridges  pretty  generallv  ^ven  pliu>e  to  steel  bridges? — ^A.  Yee. 

Q.  Is  that  true  in  reguti  to  frames  of  buildings  in  dties? — ^A.  Tne  larger  office 
buildings,  yes. 

Q.  Does  not  that  demand  greatly  increase  the  business  of  the  various  steel  com- 
panies?— A.  That  branch  of  the  industrv  takes  a  great  deal  of  our  tonnage. 

Q.  And  to  that  class  of  business  is  largely  due  the  advance  in  the  price  of  the 
product? — A.  Unquestionably  so. 

Q.  Is  that  special  demand  likely,  in  your  judgment,  to  continue  and  increase?— A. 
I  should  say  yes,  em])hatically. 

Q.  Then,  in  your  judgment,  it  adds  largely  above  normal  conditions  that  existed 
a  few  years  ago  to  the  value  of  steel  properties?— A.  Yes. 

OUTPUT  NOT  INCBBASED — PAY  BOLL  INCBBASBD,  BUT  PABTLALLY  FOB  CONSTBUCTIOK. 

•Q.  (By  Mr.  Jenks.)  Has  the  output  of  the  National  Steel  Company  for  the  Itf^ 
year  exceeded  materially  the  output  of  the  several  plants  the  year  before?— A-  J^^ 
nave  only  been  in  operation  since  February  or  the  1st  of  March.  I  ^ould  thiiu 
not;  they  were  all  operated  full  before  the  combination  and  they  have  all  ran  foU 
since. 

Q.  About  the  output  of  this  last  year  compared  with  the  preceding  2  years,  htf  i^ 
increased  materially?— A.  They  have  all  be«n  moderately  successful  concerns;  tbey 
have  all  run  full. 

Q.  Begularly  for  the  last  few  years?- A.  Yes. 
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Q.  Ab  to  the  number  of  workinnnen,  is  it  substantially  the  same  as  before  the 
oi^nization  and  as  it  has  been  for  tiie  past  2  or  3  years? — A.  A  little  more;  our  pay 
roUs  show  more  men  to-day  than  we  had  in  March.  Of  course,  that  is  due  partially 
to  the  fact  that  we  are  on  considerable  construction.  We  probably  have  1,800  more 
men  tonday  than  we  had  in  March. 

Q.  About  how  many  men  are  you  employing? — A.  About  8,000  at  the  steel  works; 
that  does  not  go  into  the  ore  country  or  the  coal  country. 

Q.  The  pay  roll  has  increased  more  in  proportion  than  the  number  of  men  taken 
on?— A.  Yes. 

IDLB   FUBNACES — NONE  IDLE  NOW. 

Q.  (Mr.  Kennedy.)  I  should  like  to  ask  if  a  laige  number  of  pig-iron  furnaces  have 
not  closed  down  in  different  parts  of  Pennsylvania  in  the  last  5  or  6  years? — ^A. 
Quite  a  number;  yes. 

Q.  Quite  a  number  in  eastern  Pennsylvania,  particularly? — A.  They  have  suffered 
the  most  -  There  have  been  auite  a  number  in  western  Pennsylvania  in  the  Shenango 
Yfldlev;  quite  a  number  of  what  we  call  antiquated  plants— not  modem — ^unable  to 
live  through  the  prices  prevailing  in  1896,  1897,  and  1898.  They  have  all  started 
up  now. 

Q.  All  started  up  now,  you  say? — ^A.  As  &r  as  I  know.  I  do  not  know  of  an  idle 
stack  east  or  west 

Q.  Have  not  some  of  them  moved  away  from  the  localities  where  they  were  oper- 
ated 5  or  6  years  ago? — A.  When  a  furnace  closes  down  there  is  not  much  to  move. 

Q.  The  business  is  moved? — A.  They  can  revive  it  again,  such  as  it  is;  but  they 
can  onlj^r  live  through  these  high  prices. 

Q.  Ihd  the  combmations  have  anything  to  do  with  the  closing? — A.  Nothing  what- 
ever.   There  is  no  combination  in  pig  iron. 

Q.  The  combination  in  your  trade  would  not  have  any  influence  on  them? — A. 
None  whatever.    We  are  buyers  of  pig  iron  laigely. 

18  PER  CENT  OF  BB8BBMEB  STEEL— COMPETITOBS. 

Q.  (By  Mr.  Farquhar.)  How  many  great  combinations,  great  corporations,  are 
there  m  your  line  of  business  in  this  country? — A.  The  Carnegie  Steel  Company,  the 
Federal  Steel  Company,  the  Pennsylvania  Steel  Company,  the  Maryland,  Jones  <& 
Laughlins  Steel  Compan^^y  Wheeling  Steel  and  Iron  Company,  Loraine  Steel  Com- 
pany. These  are  the  principal  large  ones.  We  are  not  a  trust  as  you  generally 
near  the  word  used. 

Q.  I  want  to  know  just  the  line  of  competition  in  your  business. — A.  As  I  remarked, 
we  produce  probably  18  per  cent  of  the  Bessemer  steel.  We  are  not  a  monopoly  as  I 
unaerstand  the  term. 

PUDDLING  A  THING  OF  THE  PAST  IN   PENNSYLVANIA — SOUTHERN  WAGES. 

Q.  (Bt  Mr.  Kennedy.)  Are  a  number  of  men  formerly  in  the  iron  and  steel  indus- 
try in  Pennsylvania  now  in  the  Alabama  fields?— A.  Quite  a  number  of  iron  workers, 
puddlers,  have  gone  south.  Puddling  is  practically  a  thing  of  the  past  in  Pennsyl- 
vania. 

Q.  Can  you  say  what  the  wages  are  in  the  Alabama  field  as  compared  with  that 
part  of  the  country? — A.  The  Amalgamated  Association  controls  the  Alabama  mills 
as  well  as  the  Penns^'lvania  mills. 

Q.  Tou  are  not  disadvantaged  by  cheap  labor  in  that  industry  in  the  South? — 
A.  Not  in  the  miils;  no. 
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Washington,  D.  C,  October  17,  1899, 
TESTIMONY  OF  MB.  CHAELES  8.  OUTHSIE, 

President  of  the  American  Steel  Hoop  Compcmy, 

The  commiasion  met  on  Tuesday,  October  17, 1899,  Senator  Mallory  presiding;  Mr. 
Charles  S.  Guthrie  appeared,  and  after  being  duly  sworn,  testified  as  follows: 

Q.  (By  Mr.  Jrnks.)  You  may  state  your  full  name. — A.  Charles  S.  Guthrie. 
Q.  Residence?— A.  Pittsburg,  Pa.,  and  New  York. 

AMERICAN  8TBBL  HOOP  COMPANY — ORGANIZATION— CAPITALIZATION. 

Q.  You  are  president  of  the  American  Steel  Hoop  Company? — ^A.  I  am. 

Q.  In  what  State  is  this  company  organized? — A.  New  Jersey. 

Q.  Will  you  explain  to  us  what  provisions,  if  any,  have  been  made  by  the  com- 
pany with  reference  to  keeping  its  registration  oflBce? — A.  The  questions  asked  Mr. 
Reis  would  practically  cover  the  same  as  regards  our  company.  The  rule  is  practically 
the  same  with  us. 

Q.  What  is  the  amount  of  your  capital  stock? — A.  $14,000,000  preferred  and 
119,000,000  common. 

Q.  Is  the  general  plan  of  your  organization  substantially  that  of  the  American 
Tin  Plate  Company  and  the  National  Steel  Company? — ^A.  Substantially  the  same 
in  every  respect. 

Q.  (By  Mr.  Fabquhar.)     The  authorized  capital  is  how  much?— A.  $33,000,000. 

PRODUcrrs. 

Q.  (By  Mr.  Jisne&  )  Will  you  explain  to  us  the  nature  of  your  product?  How  does  it 
differ  from  that  of  the  National  Steel  Company? — A.  We  manufacture  everj^thina;  in 
the  line  of  light  iron  and  steel  hoops,  bands,  cotton  ties,  bars,  rounds,  half-rounds — 
everything  in  that  line  that  goes  into  the  manufacture  of  hinges  and  general  hard- 
ware, barrels,  etc. — all  rolled  on  very  high  speed  rolls.  We  get  all  the  raw  material 
from  the  lai^  producers,  like  the  National  Steel  Company,  with  the  exception  of 
the  little  open  hearth  we  make  ourselves. 

SAVINGS  OF  OONSOLIDATION. 

Q^  Can  vou  tell  us  what  especial  advanta^  come  in  your  line  of  business  from 
having  a  iarae  organization  and  the  combination  of  a  number  of  different  plants 
instead  of  individual  plants? — A.  There  are  so  many  I  can  hardly  give  them  all.  In 
the  first  place,  we  have  verv  great  advanta^  in  manufacturing.  We  make  in  the 
neighborhood  of  85  to  90  different  sizes,  which  necessitates  frequent  changes  of  rolls. 
If  we  give  a  mill  1,000  tons  of  one  size,  there  is  an  economy  of  $1  to  $1.50  a  ton.  We 
can  not  tell  the  exact  figures,  but  we  do  know  the  saving  is  very  great  along  that  line. 
Aside  from  that,  there  is  great  economy  in  having  all  the  management  in  one  office; 
the  economy  goes  throiigh  every  department  and  every  mill  from  one  end  to  the  other. 
Then  we  have  the  benefit  of  the  good  work  of  one  mill  to  compare  with  that  of  another. 
If  one  mill  makes  12-inch  stuff,  10  or  9-inch  stuff,  different  sizes,  and  gets  out  60  tons  and 
another  40,  we  can  say  to  the  one  that  got  out  40,  ^  *  What  is  the  trouble,  this  other  mill 
gets  out  60?"  We  liave  an  absolute  cneck  on  the  tonnage  from  the  beginning  to  title 
end  on  all  the  mills,  and  in  that  way  we  think  we  have  accomplished  a  great  d^  of 
saving.  In  another  direction  we  have  saving  in  freight  by  preventing  shipments 
from  croesing each  other.    We  ship  from  the  mill  nearest  the  consumer.    For  instance, 
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we  ship  from  Youngstown  west  to  Cincinnati;  from  PittsboiiB:  and  the  Sutem  mUk 
we  ship  east  or  south.  We  gain  great  advantagee  from  this  consolidation  which  we 
can  not  tell  until  the  end  of  the  year.  We  are  figuring  this  thing  oat^  and  at  the 
end  of  the  year  shall  know  absolutely  what  each  ton  costs  to  make  and  what  t^  sar- 
ingfl  are  relatively  to  the  other  plants.  We  have  more  or  less  of  those  data. 
Q.  What  is  the  date  of  the  oiganization? — A.  The  17th  of  ApriL 
Q.  It  has  often  been  suggested  that  from  a  combination  of  this  kind  there  would 
be  disadvantases,  because,  it  is  said,  profits  are  secure,  and  the  different  sap^io- 
tendents  would  become  careless  and  not  do  their  work  so  effidentlv  and  tboroughly 
aj  if  acting  solely  upon  their  own  responsibility? — A.  I  do  not  think  that  is  so  at  all 
With  our  company  I  am  sure  it  is  not  so.  We  aim  in  every  department  to  get  aaive 
young  men.  Their  record  is  compared  with  that  of  the  otner  men,  and  it  is  really  t 
merit  system.  And  the  man  whose  mill  does  the  best  work  will  be  paid  and  fso- 
moted  accordingly. 

PLAMlft— TBI  OLDCB  Mm  DBOP  OCT. 

Q.  How  many  plants  haveyou? — A.  Nine. 

Q.  (By  Mr.  ]Pabquhab.)  whero? — A.  Union  Iron  and  Steel  Company,  at  Yoongi- 
town.  They  have  mills  at  Girard  and  Warren  as  well  as  Younsstown.  The  Rim- 
berly  Company  mills,  at  Sharon  and  Greenville,  Pa.;  J.  Pednter  Sons  A  Co.  mills,  at 
Pittsbuiig;  William  Clark  Sons  &  Co.,  at  Pittsburg;  Moneseen  Steel  Company, 
Monessen,  Pa.;  Lindsay  &  McCutcheon,  Allegheny;  Portage  Iron  Company,  Dob- 
cansville.  Pa. ;  Pomeroy  Iron  and  Steel  Company,  at  Pomeroy.  Ohio;  the  laabeUi 
Furnace  Company,  in  Pennsylvania.  And  we  lukve  coke  works  in  Blair  County 
which  belong  to  the  furnace  property. 

Q.  These  are  different  compamestnat  came  together  as  your  ommization? — ^A.  Tee. 

Q.  (By  Mr.  Jrnks.)  Have  you  kept  in  the  cufferent  establishments  substantialtT 
the  same  men  as  superintendents? — ^A.  Substantially  so.  In  the  oiganization  of  ths 
company  a  great  many  of  the  older  men  dropped  out,  and  we  retained  the  yoong 
men  familiar  with  the  Dusineas  and  tried  to  pick  out  the  talent  in  the  companiea, 

XIBCELLANBOUB  BXFSNBn  GBSATLT  LUBEMSD. 

Q.  In  order  to  check  up  these  establishments  one  with  the  other  yon  have  iieqpxaek 
reports — ^A.  Every  day;  the  tonnage  from  each  mill.  We  are  working  on  a  coat 
system,  which  I  hope  will  be  as  complete  as  can  possibly  be  had  to  check  the  tan- 
nage 01  each  mill.  In  July  or  August  we  kept  a  very  close  account  of  the  ooet  per 
ton,  distributed  over  our  product,  of  our  fiked  changes;  that  is,  officers'  salaries 
traveling  expenses  of  aeents  sellin^^— everything  outaide  of  labor;  office  rents,  every- 
thing of  that  kind;  and  we  got  it  down  to  40  cents  a  ton.  The  selling  charoea  alone 
of  any  company,  as  &ur  as  I  can  get  it,  have  never  been  less  than  50  cents,  anS  oaoally 
they  ngure  f  1  to  sell  material. 

Q.  &fore  the  organization?— A.  Yes;  and  now  we  have  our  chaiges  down  to  40 
cents  a  ton,  bejsed  on  70,000  tons  a  month.  That  includes  everything  ootside  of 
dividends,  of  course. 

Q.  Since  your  company  was  oigani^ed  have  you  shut  down  any  plants? — ^A.  None; 
we  are  running  everything  fulL 

THB  OOUBSa  OF  PBICBB. 

Q.  What  has  been  tne  course  of  prices  in  your  product? — A.  They  have  advanced 
very  materially;  advanced  gradually  with  the  prices  of  raw  materiaL  When  the 
company  was  oiganized  we  were  getting  |1. 40  base. 
Q.  What  do  you  mean  by  bese?~A.  That  was  the  base  price  for  certain  8ize& 
Q.  What  size  do  you  take  for  base? — A.  It  depends  on  what  you  are  making.  It 
varies  for  bar  iron  and  steel  and  everything  of  that  kind.  I  could  not  give  yon  that 
without  the  figm'ee;  that  is  the  basis  of  all  prices.  Above  that  we  have  what  we  call 
extras;  that  is,  for  small  sizes.  We  run  into  wire  gauge — about  20  gauge.  Of  course 
we  get  higher  prices  for  roUing  very  light  material.  It  is  rolled  out  into  Ions  stripe^ 
and  we  have  to  ^t  more  for  it.  We  have  a  regular  card  for  extras.  When  the  com- 
pany was  orgamzed,  steel  was  in  the  neighborhood  of  |18  and  |19;  you  have  heard 
what  the  gentlemen  say  the  price  is  to^y.  It  varies  anywhere  nom  $S4  to  ^3& 
Our  selling  price  to-day  is  $2.15  for  iron,  and  |1.40  was  the  ^oe  at  the  oieuuiatioa 
of  the  company.  Our  price  to-day  for  hoops  or  bands  is)2.50;  that  is,  $60  a  ton. 
The  price  of  raw  material  is  |34  to  $38,  so  you  see  we  have  not  advanced  our  price 
relatively  as  high  as  raw  material. 

WAGES. 

Q.   (By  Mr.  Fabquhab.)  What  has  been  the  course  of  waged?— A.  ^ley  have 
advaucea  all  along  the  line  in  every  department  from  16  to  25  ner  cent. 
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Q.  Are  you  working  meetly  union  men? — A.  About  one-half. 

Q.  You  make  with  your  men  a  regular  annual  agreement? — ^A.  A  re^^ular  annual 
a^p^eement  About  half  of  our  men  belong  to  the  Amalgamated  Aflsociation.  The 
Pittsburg  mills  are  nonunion  mills.  We  nay  them  practically  the  same  wages  as  the 
Amalgamated  men.  We  make  individual  contracts  with  these  men.  It  has  been  so 
for  a  number  ofyears  and  before  the  oiganization.    The  men  are  satisfied. 

Q.  (By  Mr.  EIennxdy.)  Do  the  members  of  the  Amalgamated  Association  very 
largely  control  the  fixing  of  their  wages  in  your  millet? — ^A.  It  is  a  matter  of  negotiar 
tion  every  year.  We  get  together  on  the  best  basis  we  can.  For  instance,  the  pud- 
dled iron,  bar  iron,  and  that  sort  of  thing  is  based  on  the  sale  card.  As  the  selling 
price  advailces,  the  price  of  'labor  advances.  It  is  figured  out  on  the  tonnage  and 
the  average  selling  price  of  our  product  If  we  get  an  advance,  the  men  get  an 
advance.    It  is  the  same  as  the  Tin  Plate  Company. 

Q.  Do  you  have  a  committee  of  conference? — A.  We  meet  the  Amalgamated  Asso- 
ciation and  get  together  and  fix  a  scale  of  wages  for  the  year. 

Q.  That  scale  of  wages  applies  to  unoxgaoized  men? — ^A.  No:  it  does  not,  because 
conditions  are  diifeient 

Q.  I  mean  the  skilled  workers? — ^A.  The  conditions  are  different  in  every  milL 
We  have  special  machinery  in  some  of  the  mills.  The  Amalgamated  Aaaociation 
recognizes  mat  fact  We  pay  some  salaries.  One  of  our  head  rculen  at  Youngstown 
gets  a  salary  whether  the  nml  runs  or  not 

Q.  You  say,  other  thinffs  being  equal,  you  pay  some  men  less  than  you  do  others 
for  the  same  work? — A.  No;  I  aon^t  think  so.  It  is  distributed.  For  instance,  a 
roller  in  the  Amalgamated  Association  ^ts  more  than  the  men  in  our  mills  that  are 
nonunion,  but  some  of  the  other  men  m  the  nonunion  mills  get  more.  It  makes 
the  average  practically  the  same;  we  have  divided  the  question  so  as  to  equalize 
wages  in  me  mills. 

Q.  Does  not  the  conference  with  the  Amalgamated  men  generally  settle  the  scale 
of  wageei? — A.  Practically  so. 

Q.  So  when  you  are  conferring  with  the  Amalgamated  men  you  are  fixing  a  scale 
of  wajg;ee  for  them  and  tiioee  outside  of  the  Amalgamated  Association? — ^A.  That  is 
practically  the  case. 

Q.  They  are  doing  a  work  for  the  unorganized  men? — ^A.  In  a  sense  that  is  so. 

COULD  NOT  COMPBTB  WITH  BNGLISHMEN  IN  OALVBBTON,  BUT  FOR  THB  TASIFF. 

Q.  (By  Mr.  Jbnks.)  Can  you  give  an  opinion  as  to  the  effect  of  the  tariff  in  your 
special  hue  of  busines^ — ^A.  I  can  give  you  my  opinion.  I  think  it. is  very  material. 
We  ship  our  product  from  one  end  of  the  XJmted  States  to  the  other.  We  ship  to 
Maine  and  San  Francisco,  Seattle  and  Galveston.  We  go  from  one  port  to  the  other 
with  cotton  ties,  bonds,  evervthing  of  that  kind.  We  have  a  rate  of  freight  which 
is  higher  from  Pittsbuig  to  tne  ocean  points  than  the  Englishman  can  send  the  stuff 
for.  He  can  ship  for  4,  6,  8  ahining^  a  ton  to  Galveston^  Charleston,  or  any  of  these 
ports,  and  our  freight  from  Pittsbuig  is  heavier  bv  the  railroad  than  the  freight  across 
the  water.  Now,  if  we  had  not  any  tariff  it  woula  mean  that  we  should  have  to  pieet 
that  price;  that  any  time  England  had  a  surplus  and  wanted  to  dump  it  in  America — 
my  idea  is  that  the  English  and  German  manufacturers  invariably  make  a  dumping 
ground  of  America  when  they  are  slack  of  work;  they  distribute  their  fixed  charge 
over  a  full  tonnage;  they  get  meir  profit  out  of  the  home  trade  and  dump  their  surplus 
into  America,  and  that  aneds  the  worlonen.  If  we  have  to  meet  that  competition — 
we  can  manuJbcture  more  dieaply  than  anywhere  else  in  the  world  if  it  comes  to 
certain  conditions,  but  we  could  not  reach  out  over  all  this  country  and  compete  with 
the  foreigner  in  certain  ways  if  we  had  not  a  tariff.  We  should  nave  to  take  it  out 
of  the  labor  or  shut  up.  While  it  does  not  directly  affect  the  National  Steel  Com- 
pany, it  does  affect  us,  and  what  affects  us  affects  them.  We  consume  their  stuff  and 
the  Tin  Plate  Company  does  the  same.  We  want  to  take  a  leaf  out  of  the  book  of  the 
German  and  the  Knglinhman,  and  we  want  to  send  stuff  abroad.  We  are  now  export- 
ing at  present  prices,  but  that  is  due  to  the  world-wide  demand;  prices  are  higli  on 
the  other  side. 

BZPOB3B  NO  SIGN  THAT  PBOTBCTION  IS  NOT  NXEDED. 

Q.  You  spoke  of  the  fact  that  you  are  exporting  now  in  spite  of  the  great  demand 
here.  It  is  often  assumed  that  when  an  industry  is  iaxportrng  it  does  not  need  any 
tariff  for  protection. — ^A.  That  is  erroneous  in  every  way.  I  thiu  thesteel  business  hsua 
shown  that  The  Carnegie  Steel  Company  were  practically  the  pioneers  in  exporting 
steel.  They  were  doing  it  to  make  a  market  They  started  laigely  in  1893.  They 
wanted  goli  and  oould  not  get  it    Everything  was  shut  up  and  thiey  came  to  ua— I 
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was  in  Naylor  &  Co.  at  the  time-Hind  we  were  expoitere  and  importers  of  sted,  tod 
we  sold  it  on  the  other  dde.  They  proposed  to  seU  for  20  per  cent  leas  than  it  sold  lor 
at  home,  lower  than  their  cost  price;  and  it  was  done  to  keep  things  moving  and  \xaB$ 
gold  hack  to  this  country. 

BXFOBT  PBIGBS  NBASLY  THS  BAMS  AS  IX>iaBna 

Q.  As  regards  the  products  which  you  are  exporting  now,  how  do  the  export 
prices  compare  with  tne  prices  here? — A.  At  the  present  time  we  can  not  expat 
unless  we  cut  the  market.  A  year  ago  we  were  exporting  quite  freely ;  and  we  ex- 
pect to  ffet  hack  to  a  time  when  we  sludl  export  ten  times  wnat  we  do  to-day. 

Q.  when  you  were  exporting  considerably,  how  did  the  export  prices  compiR 
with  the  prices  here? — ^A.  Nearly  the  same. 

Q.  Haven't  you  found  it  advisable  to  do  the  same  thing  you  complain  of,  pat  oat 
your  surplus  abroad  at  a  lower  rate? — A.  We  expect  to. 

Q.  So  that  you  want  to  make  a  dumping  ^und  of  England,  do  you  not ;  a  dan^ 
inff  ground  for  yourselves? — A.  Not  especudly  Germany  and  England,  but  their 
colonies.  We  do  not  care  particularly  to  go  to  Germany  and  England ;  we  have 
other  places.  We  want  our  shipping  lines  to  put  us  on  an  equality.  If  we  can  get 
rates  to  the  ocean  and  have  our  own  ships  to  South  America  and  across  to  Endand 
and  the  continent,  we  can  go  an v where,  and  even  if  we  have  to  sell  at  cost  we  xe^ 
the  mills  and  the  men  busy  ana  the  country  gets  the  benefit  of  the  policy.  Prioeg 
are  now  high  in  America,  England,  and  Germany ;  it  seems  to  be  a  worla-wide  de- 
mand ;  they  are  just  as  busy  as  we  are. 

CONSOLIDATION   HELPS  BZPOBTB. 

Q.  Is  there  any  relation  between  this  matter  of  export  trade  and  the  making  of  a 

rit  organization  such  as  yours  compured  with  the  smaller  individual  companies- 
By  havinff  an  organization  such  as  we  have  we  are  able  to  employ  agents  all  ofer 
the  world  and  go  to  the  expense  of  pioneering  for  business  as  a  smaller  concem  cooM 
not.  They  could  not  afford  with  a  tonnage  (h  10,000  a  month  to  send  a  man  abroad, 
but  with  60,000  or  70,000  tons  a  month  we  can  send  men  all  over  the  world  aod 
make  money  by  doing  it;  it  is  perfectiy  clear. 

CAN  COMPETE  WITH   ENGLISHMEN   IN  ENGLAND. 

Q.  TBy  Mr.  Fabquhar.)  How  do  you  manage  to  undersell  the  'RngligKTnftn  in  tbe 
Englisn  market? — A.  Cut  his  prices,  usually. 

Q.  You  must  certainly  have  a  saving  and  better  machinery  or  advantage  in  out- 
put?— ^A.  The  great  advantage  is  the  raw  material.  England's  coal  price  isl4.50  and 
coke  15.50;  our  coal  is  $1.50  at  Pittj^burs,  our  ore  costs  less,  and  transportation  latee 
on  the  lakes  are  lower  than  anywhere  else  in  the  world.  Just  now  is  an  exceptiooal 
time,  and  the  demand  is  aheaa  of  the  supply. 

Q.  In  ordinary  times  you  can  keep  up  American  wages  and  beat  the  EnglisbmaD 
in  his  own  market? — A.  Without  the  slightest  doubt;  we  can  whip  him  and  mal^e 
money. 

Q.  When  you  take  the  ^neral  run,  you  think  Americans  are  able  to  compete  with 
the  English  and  Germans  in  their  own  market? — A.  Without  the  slightest  doubt,  and 
make  a  profit. 

Q.  (By  Mr.  Jenks.)  You  can  lay  down  steel  rails,  for  instance,  in  China  cheaper 
than  an  English  or  Belgian  or  German  firm? — A.  We  are  doing  it  right  alons. 

Q.  (By  Mr.  Farquhar.)  And  build  bridges  in  E^ypt,  I  suppose? — A.  Yes,  and 
everytning  else.  The  truth  of  the  matter  is,  the  Creator  of  all  things  has  been  good 
to  us.  We  have  the  raw  material,  the  coal,  the  coke,  the  ability,  the  intelligence, 
and  we  are  pushing  it  for  all  it  is  worth;  and  I  think  it  is  only  a  question  of  time, 
and  a  very  snort  time,  when  we  shall  control  the  iron  and  steel  markets  of  the  world. 
I  have  one  partner  over  there  in  the  Northeastern  Steel  Company  and  another  with 
Dorman^  Long  <&  Company,  and  they  have  absolutely  given  up  the  idea  of  competing 
with  us  if  it  comes  to  a  close  fight. 

CLOSB  RELATIONS  WITH  BTEBL-MAKING  COMPANIXB. 

Q.  Is  it  not  one  of  the  real  strong  incentives  you  have,  to  make  these  great  agg^ 
gations  of  capital? — A.  One  of  the  strongest  and  most  talked  about  You  gentlemen 
have  all  asked  the  question  about  the  directors  of  these  companies,  the  American  Tin 
Plate  Company,  the  Hoop  Company,  and  the  National  Steel  Company.    We  t2ua» 
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we  have  pretty  good  directors.    We  think  we  have  gotten  the  ability  of  all  the  steel  I 

oompanieSy  the  best  men,  men  of  intelligence,  men  who  underBtand  tne  business;  and 
we  all  get  together  and  consult  about  these  matters,  and  we  can  do  a  great  many 
things  we  could  not  do  in  any  other  way. 

Q.  (By  Mr.  Jenks.)  You  consider  that  a  decided  advantage,  having  these  relations  I 

existing  between  these  different  line^ — ^A.  Decidedly  so.    If  we  want  to  buy  steel  ! 

we  go  to  the  National  and  talk  with  them.     ''We  have  an  inquiry  for  10,000  tons  of  \ 

hoops  from  Crermany — ^we  have  sent  quite  a  number  there — we  must  have  a  certain 
price  for  this  business,  some  of  our  mills  are  practically  idle;  we  want  to  run  the  ; 

mills  and  you  want  a  large  tonnage.''    Mr.  Reis  will  say, ''  What  do  you  want  in  our  ! 

line?  We  will  make  the  price  and  you  go  ahead.''  That  is  where  the  advantage 
comes  in.  ; 

Q.  So,  having  these  relations  as  to  directorship,  by  explaining  the  circumstances  t 

you  are  placed  m  you  get  a  special  rate  from  the  National  Steel  Company? — A.  Yes, 
and  I  thmk  individual  concerns  can  do  so.  They  have  gotten  this  from  tne  National. 
They  want  tonnage.  •  They  want  to  run  their  mills  full.  Their  idea  is  to  put  out  a 
biff  tonnage  and  manufacture  at  the  lowest  cost  price.  { 

Q.  By  having  the  same  directorate  you  have  more  freedom? — ^A.  Yes,  though  onr  | 

relationship  with  Carnegie  is  very  dose,  and  frequently  we  buy  a  great  deal  of  steel  < 

fromCam^e. 

HOMB  IftARKKT. 

Q.  (By  Mr.  Claskb.)  As  to  the  economy  in  production,  is  there  not  a  great  aavan- 
taffe  in  having  an  assured  home  market? — A.  Oh,  yes;  no  doubt  about  it. 

Q.  (By  Mr.  Fabquhab.)  Unless  you  control  the  home  market  you  could  not  com- 
pete in  foreign  marketed? — A.  I  think  not;  we  should  have  a  hard  lime  of  it;  onr 
home  market  is  the  best  of  all,  and  always  will  be. 

FBOSfOnON. 

Q.  (By  Mr.  Ebnnbdy.)  Who  promoted  this  combination  of  which  you  are  presi- 
dent?—A.  It  was  handled  by  Judge  Moore. 

Q.  Do  you  know  how  Judge  Moore  was  compensated  for  this  work? — ^A.  I  presume 
in  the  same  way  as  he  was  compensated  in  other  cases. 

Q.  Five  million  dollars  divided  between  common  and  preferred  stock? — ^A.  I  do 
not  know  that  Judge  Moore  got  15,000,000. 

Q.  You  say  you  presume  as  in  other  cases.  Do  yon  know  in  what  way  that  wai(? — 
A.  I  do  not  Manufacturers,  as  a  rule,  reco^;nizea  the  point  and  Judge  Moore  has 
not  had  to  go  to  them;  they  have  come  to  him;  he  has  had  a  happy  factdty  of  oigan- 
izing  these  companies  so  that  the  public  believe  in  them. 

Q.  You  do  not  have  to  go  to  the  public,  they  come  to  you?— A.  It  has  been  so  all 
along  the  line. 
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Washington,  D.  C,  October  17, 1899, 
TESTIMONY  OF  MB.  WILLIAM  H.  MOOBE. 

The  commission  met  on  Tuesday,  October  17, 1899,  Mr.  Clarke  presidinff.  Mr. 
William  H.  Moore  appeared  at  3.30  p.  m.,  and,  being  doly  sworn,  testified  as  follows: 

Q.  (By  Mr.  Jenkb.)  WiU  you  give  your  name  and  address — ^A.  WiUiiun  H.  Moore, 
Chicago,  HI. 

SBVERAL  OOBPORATIONS  OBOANIZSD  BT  THB  WITNBBS. 

Q.  You  have  been  active,  I  understand,  at  different  times  in  bringing  together  into 
one  organization  some  of  these  different  Unee  of  business— acting^  as  a  promotei^— A. 
I  have  at  different  times  furnished  capital  for  a  number  of  ommizations. 

Q.  Were  you  the  promoter  of  these  three — ^the  American  'nn  Plate  Company,  the 
National  Steel  Company,  and  the  American  Steel  Hoop  Company? — ^A.  I  organized 
them;  yes. 

Q.  Did  you  also  organize  somewhat  earlier  the  Diamond  Match  Company  and  the 
National  Biscuit  Company?— A.  I  did. 

Q.  About  what  time  was  the  Diamond  Match  Company  ori^anized?— A.  I  could  not 
state  the  exact  year ;  several  vears  a^.  The  assets  of  the  Diamond  Match  Company 
in  Connecticut  were  purchased  and  anerwards  transferred  to  the  Diamond  Match  Com- 
pany of  Illinois. 

Q.  Can  you  tell  about  what  time  that  was— within  a  year  or  two? — ^A.  At  least  8 
years  ago. 

Q.  With  reference  to  the  National  Biscuit  Company,  when  was  that  company  organ- 
ized?—A.  Just  before  the  breaking  out  of  the  wa]>— the  Spanish  war;  I  can  not  give 
you  the  exact  time. 

Q.  WUl  you  explain  to  us  the  method  employed  by  you  in  organizing  the  National 
Biscuit  Compan^— A.  The  assets  of  the  National  Biscuit  Company  were  purchased  at 
an  agreed  price  m  cash;  not  the  assets  of  the  National  Biscuit  Conipany,  but  the  assets 
of  several  biscuit  companies — ^the  New  York  Biscuit  Company  and^two  or  three  other 
companies.  They  were  all  large  organizations.  They  were  purchased  for  cash  and  put 
together  under  one  organization. 

Q.  Will  you  explain  a  little  more  in  detail  the  way  in  which  they  were  put 
together  in  one  organization? — ^A.  It  is  comparatively  a  simple  matter  and  yet  a 
difficult  thing  to  do.  At  that  particular  time  these  modem  organizations — there 
were  very  few  of  them,  and  capitalists  did  not  understand  them,  and,  therefore,  it  was 
very  difficult — ^next  to  an  impossibility — ^to  get  this  oi^ganization  through.  That  organi- 
zation went  through  successfully,  and  possibly  it  has  been  easier  for  me  to  organize 
these  other  companies  later  on  account  of  the  organization  of  that  particular  com- 
pany. 

OKNIEBIS  OF  THB  AMBBICAN  TIN  PLATE  OOMPANT. 

Q.  Was  the  general  method  followed  in  the  organization  of  that  company  sub- 
stantiallv  the  same  as  that  followed  in  the  omuiization  of  these  later  ones? — ^A. 
Practically  the  same  as  you  have  heard  here  to-day.  In  other  words — I  do  not  wish 
to  volunteer  anything. 

Q.  I  should  be  very  glad  if  you  would  state  it  in  your  own  way;  I  was  going  to  ask 
you  to  do  so. — ^A.  Practically  the  same  thing  applies  to  the  American  Tin  Plate 
Company  as  to  the  other  organizations.  If  I  recall,  there  were  35  or  40  different 
plants. 

Q.  In  the  American  Tin  Plate  Company?— A.  Large  and  small;  some  owned  by 
Individuals  and  some  by  corporations,  all  or  many  of  them  having  floating  indebtea- 
nesB,  some  of  them  mortg^siges,  and  practically  all  of  them  a  number  of  stockholders 
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and  various  interests  to  deal  with.  I  had  oTiganised  the  National  Biscuit  CompaaT^ 
or  while  I  was  organizing  the  National  Biscoit  Company  a  committee  of  manaac- 
turers  called  on  me  in  New  York  and  requested  me  very  ni^gently  to  take  hoki  of 
the  organization.  At  that  time  (they  stated  afterwards)  they  thoogfat  I  was  nol 
very  enthusiastic  about  it.  I  was  very  busy,  and  I  knew  it  was  a  very  difficanlt  thing 
to  ao.  The  result  was,  it  was  delayed  2  or  3  months.  As  I  learned,  they  had  wedb- 
ings  at  Pittsburg  and  possibly  other  places,  and  they  came  to  me  again.  8o  it  m 
over  a  period  of  a  year  or  a  year  and  a  half  from  the  time  thev  first  called  cm  me 
until  the  final  organization  of  the  compan^r.  In  a  nutshell,  I  found  it  neceaaazr  to 
deal  with  each  one  of  the  manufacturers  individually  and  to  buy  their  property 
on  a  cai^h  l)aHis.  I  found  it  was  goins  to  be  necessary  to  have  a  very  laiige  amount 
of  mont'y,  not  only  for  working  capitiu,  but  also  to  pay  each  individual  mannfacturer, 
bccaum^  they  did  not  know  me;  they  did  not  know  much  of  the  organization,  Thev 
were  afraid  they  would  get  into  some  company  where  they  would  be  much  vrorse  <A 
than  before.  I  finally  prepared  myself  witn  the  proper  amount  of  capital  to  pay  them 
in  cash  and  also  to  furnish  the  working  capital  for  expenses.  Then  I  oiiganiKd  the 
company,  and  I  said  to  the  manufacturers,  ^'Here  are  so  many  plants — 35  or  40  pkmla 
I  propose  to  pay  you  cash  tor  all  these  plants  if  you  want  it,  each  or  any  oneoz^theai, 
and  I  propose  to  put  in  so  much  working  capital.'' 

Q.  How  much  did  you  put  into  the  Tin  Plate  Ck>mpany? — A.  I  think  it  baa  beea 
state<l  here. 

Q.  Five  millions? — ^A.  Four  and  a  half  or  five.  You  have  it  already  stated  intiie 
testimony. 

BOUGHT  AND  OWNKD  THE  PLANTS  PERSONALLY. 

That  amount  of  money  I  furnished.  In  other  words,  I  practically  boQglit  and 
owned  the  plants  personally,  and  the  manu&cturers  did  not  compensate  me  foe 
organizing  the  company.  In  other  words,  I  was  the  lawyer  and  the  canker  as  welL 
I  obtainea  money  from  many  different  sources.  I  borrowed  large  amounts  of  monev 
myself  in  order  to  carry  it  through,  and,  as  stated,  there  was  no  prospectus  IsbikJ. 
I  did  not  think  it  the  proper  thing  to  issue  a  prospectus,  but  it  was  stated  in  the  sub- 
scription paper,  mentioning  the  nimiber  of  plants:  '^Whereas  it  is  proposed  by  a  syn- 
dicate to  organize  a  company  known  as  the  American  Tin  P  ate  Company,  with  a 
certain  number  of  plants^' — mentioning  the  names  of  the  piants — ''and  with  g*^ 
much  capital^  and  for  that  amount  of  capital  the  syndicate  shall  receive  so  much 
stock,  which  is  all  preferred  stock*' — you  nave  heard  it  here — "and  also  all  the  com- 
mon stock."  So  it  went  together  in  one  lump  sum.  There  was  an  extra  amount  <^ 
common  Htock  over  preferred  stock.  You  gentlemen  know  that  it  is  necessary  to  pay 
commissions,  and  the  expenses  run  up  very  largely,  and  sometimes  you  are  in  dazigcT 
of  falling  down.  You  will  find  on  inyestigation  that  hundreds  of  organizations  have 
fallen  down  in  the  last  few  months. 

CX)Grr  OF  PROMOTION  AND  ORGANIZATTON. 

Q.  If  I  understand  the  plan  with  reference  to  the  American  Tin  Plate  Oompuiy,  it 
was  this:  It  was  8tate<l  here  that  there  were  $46,000,000  of  capital  stock  issued  alto- 
gether, 118,000,000  of  preferred  and  $28,000,000  of  common,  in  p^rment  for  all  these 
plants  and  a  certain  amount  of  cash,  and  there  were  $10,000,000  extra  left  Do  I 
understand  this  extra  $10,000,000  would  be  considered  the  oost  of  promoting  the 
organization?  * — A.  The  cost  of  promotion  and  organization.  I  have  m  mind  a  case 
where  it  was  necessary  to  give  away  all  the  common  stock  and  a  good  deal  more  to 
get  it  through.  In  other  wohIh,  in  onler  to  organize  a  company  of  this  kind  voa 
muHt  prepare  in  advance  for  an  amount  of  money  sufficient  to  carry  it  throurfi.  llie 
tin-plate  men  were  anxious  to  have  this  company  organized.  If  I  handled  it  I  'wanted 
it  to  go  through;  I  (rould  not  afford  to  have  it  fail.  Therefore  I  had  to  have  sufidcient 
compensation  to  distribute  as  I  saw  fit  in  obtaining  money  necessary  to  carrv  it 
through.  The  manufacturers  change  their  minds,  often  at  the  last  minute.  iThe 
manufacturers  say  to  you,  **I  do  not  care  to  have  any  stock  in  the  organization;'*  but 
at  the  last  moment,  when  they  find  it  is  to  be  a  success  and  the  capital  is  there,  they 
believe  in  its  success  and  come  in  and  subscribe  for  the  stock.  But  you  must  provide 
for  all  of  the  capital  you  need  to  put  it  through. 

BOUGHT  THB  PLANTS,  SOLD  THB  STOCK. 

'  Q.  In  the  organization  of  the  American  Tin  Plate  Company  you  had  taken  cash 
options  on  all  these  plants ;  so,  practically,  you  had  bought  all  of  them  for  cash?— -A. 
Yes. 
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Q.  Then  von  had  also  this  $46,000,000  worth  of  stock  for  sale,  and  it  was  in  yoor 
power  to  allot  that  stock  to  the  different  manufacturers  as  you  thought  best? — A. 
Yes.  At  the  last  moment,  when  they  saw  it  was  going  to  be  a  success,  they  wanted 
the  stock  which  had  been  provided  for  the  cai)italists.  In  other  words,  the  capital 
had  been  gotten  together  and  was  ready  and  waiting;  the  manufacturers  saw  it  was 
going  to  be  a  success,  and  then  they  wanted  a  large  amount  of  stock  themselves. 

Q.  You  held  this  practicallv  in  your  own  hands  so  that  you  could  allot  it  as  seemed 
to  vou  wisest  and  b^t? — A.  Yes;  I  owned  it. 

Q.  (By  Mr.  Farquhar.)  At  any  time  did  any  manufacturer  know  the  option  of 
any  other  manufacturer? — A.  Not  if  I  could  keep  it  from  him. 

Q.  So  there  was  no  opportunity  for  comparisons? — A.  It  was  a  business  transac- 
tion. Each  manufacturer  imagines  his  plant  is  better  located,  be(rt)er  than  his  neigh- 
bor's; he  knows  it  is;  he  has  no  doubt  aoout  it. 

Q.  Did  you  have  in  some  cases,  to  gain  the  manufacturer,  possibly,  to  give  him  a 
little  more  concession  than  the  figures  showed? — A.  I  do  not  remember  al3out  that. 
I  started  the  company  and  put  it  through  and  made  it  a  sucoess,  and  thev  would 
not  think  much  of  me  if  I  had  not.  The  point  in  the  organization  is  this:  It  had  to 
be  organized  on  such  a  basis  that  the  manu&icturers  would  believe  in  it  and  take  the 
stock.  If  I  had  not  organized  it  on  that  basis  they  would  not  have  beUeved  in  it.  If 
they  believed  in  it  the  capitalists  would  believe  in  it. 

ALL  HAVB  MADE  MONBY. 

So  in  all  these  companies  I  have  organized  the  stock  has  sold  in  round  numbers, 
the  two  stocks  tocher,  common  and  preferred,  at  from  40  to  50  or  60  per  cent  pre- 
mium, and  sometmies  even  hisher,  within  a  reasonable  length  ot  time.  So  the  prac- 
tical operation  has  been  that  tne  labor  by  reason  of  the  advance  in  wages — ^there  has 
been  an  advance,  as  you  have  heard  from  the  testimony  here  to-day — and  the  capi- 
talists and  the  manufacturers  have  all  made  money,  and  are  all  satisfied.  That  is,  I 
say  all  in  the  general  acceptation  of  the  term. 

Q.  (By  Mr.  Jenks.)  In  describing  the  method  you  have  followed  here,  you  have 
stated  that  vou  owned  all  these  plants.  This  was  your  company;  you  had  its  stock 
for  sale,  ana  sold  it  as  you  thought  best.  The  suggestion  has  been  made  here  that 
this  110,000,000  of  common  stock  waa  to  be  for  the  purpose  ot  promotion.  As  I 
understand  the  matter,  technically  it  was  this:  You  had  $46,000,000  of  stock  in  your 
hands  to  dispose  of? — A.  The  whole  matter  was  at  my  disposal. 

Q.  You  had  to  take,  yourself,  the  risks;  you  had  to  pay,  yourself,  all  expenses  of 
lawyer's  fees,  registry  fees,  commissions — as  you  surest,  everythinff  necessary? — 
A.  Yes;  and  I  had  to  go  to  the  bank  and  borrow  two  or  three  million  dollu^  person- 
allv,  in  some  of  these  cases,  and  take  mv  own  chances  of  carrying  it  through. 

Q.  You,  as  promoter,  took  all  the  risks  and'  the  manufacturer  none? — A,  Yes.  I 
have  not  gone  to  the  bank  in  the  usual  acceptance  of  the  term  to  put  it  through — 
bankers  have  been  subscribers;  the  employees  of  these  various  companies  also.  The 
manager  would  come  to  me  and  say,  John  Jones  wante  to  get  a  hundr^  or  two  hun- 
dred dollars'  subscription,  and  invariably,  even  if  it  was  scarce,  I  would  arrange  it  so 
he  would  have  it.  »o  I  should  say  a  laroe  percentage  of  the  employees  have  made 
money,  more  money  than  they  ever  made  oeiore,  by  reason  of  the  organization  of  the 
company.  In  many  of  the  individual  companies  they  were  not  allowed  to  be  inter- 
esteoi  at  all. 

FBBB    OF    DEBT — NO  MORTGAGE    WITHOUT  CONSENT  OF  TWO-THIRDS  OF   THE  PREFERRED. 

These  various  companies  more  or  less  owed  money  to  the  banks,  and  on  account  of 
the  different  conditions  you  could  not  expect  them  to  go  into  a  combination  and  ask 
them  to  take  stock,  because  they  had  to  have  the  money  to  pay  off  indebtedness. 
The  result  has  been  the  indebtediness  of  these  various  constituent  companies  has  been 
paid  off. 

Q.  In  eveiT  case  yon  bought  it  free;  offered  a  ctftain  amount  of  cash  for  the  plant 
debt  free? — A.  There  may  oe  some  particular  instance  of  a  mortoage  which  could 
not  be  removed,  but  whenever  it  could  be  removed  it  was  removed.  It  came  to  the 
public  as  a  clean  proposition,  and  I  have  especially  provided  in  the  charter  that  the 
companv  could  not  be  mortgaged  without  the  consent  of  two-thirds  of  the  preferred 
shareholders. 

Q.  Is  there  any  limit  of  time  with  reference  to  that? — ^A.  No;  it  was  a  permanent 
arrangement  in  the  charter,  so  that  the  directors  can  not  run  the  company  into  debt 
and  mortgage  the  property. 
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CAN   NOT  TELL  WHAT  HB  PAID  POR  THE  PLANTS. 

Q.  (By  Mr.  Kennedy.)  Can  yoa  say  what  the  value  of  all  these  plants  wv  h 
tunKHi  in  to  you? — A.  I  could  not. 

Q.  I  mean  the  value  fixwl  on  them? — ^A.  I  could  not  tell  that;  no.  It  wcuLd 
itHiuire  nuite  a  memory  to  gq  over  the  various  plants. 

Q.  What  would  have  happened  if  at  the  last  moment  all  these  manniactarefs  had 
insinttHl  on  ca*<h  instead  of  Htook  for  their  plants? — A.  They  would  have  gott^i  it 

Q.  The  cash  was  there  for  them? — A.  It  would  have  been  there.  Of  cooise  it  sll 
has  to  1k'  d(me  ninmltaneously.  The  capitalist  does  not  want  to  put  in  his  moDt-j 
unless  he  known  the  plant  is  going  in,  and  the  capitalist  relies  on  me  to  see  that  it  k 
going  through  right. 

Q.  (By  Mr.  Jknks.)  There  was  a  general  understanding  among  the  mannfactureis 
that  went  into  the  American  Tin  Plate  organization  that  the  cost  of  the  plant?  pis 
the  cash  capital  furnished  amounttnl  to  sul)stantially  $36,000,000? — A.  I  do  not  know 
about  that.  Tbcy  were  talking  originally  alx^ut  compensating  me  with  a  certain 
amount  of  stock,  but  I  could  not  handle  it  that  way.  I  had  to  buy  the  properties  and 
own  then),  and  handle  it  as  I  saw  fit.  When  I  got  the  company  oi^ganizea,  I  put  the 
lM*st  talent  in  the  tin-plate  busint^ss  into  the  company.  And  on  that  accoant  it  iE 
worth  a  grt»at  deal  more  money,  and  if  you  were  to  take  out  the  talent — ^in  othff 
wonls,  put  it  this  way:  I  bt*lieve  that  the  talent  and  the  good  will  of  the  tin>plat« 
business — the  trade — is  worth  as  nmch  as  the  plants  themselves.  In  other  woniss 
in  other  lines  of  busint'ss  I  have  in  mind  the  gcHKl  will  is  worth  several  tiniee  as  mui-fa 
as  the  assets — one  notable  one,  the  Lipton  Company,  where  £700,000  of  assetj^  ait 
selling  on  the  l)asis  of  £5,000,000. 

Q.  In  purchasing  tlu>*^^  plants  from  the  manufacturers A.   (Interrupting. )  At 

least  let  me  correct  that;  1  was  so  told  by  an  English  gentleman  but  a  few  days  ago; 
he  said  he  had  to  do  with  it. 

Q.  In  buying  these*  plants  from  the  different  manufacturers  you  took  all  of  the 
oi)tions  as  cash  options? — A.  Yes. 

Q.  So  that  the  value  that  the  manufacturer  put  on  that  plant,  if  you  agreed  with 
him,  indudwl  the  value  of  the  plant  itst^lf,  as  it  stood;  included  tliegood  will  thai 
went  with  the  business,  and  included,  I  supix)se,  any  contracts  that  he  had? — ^A. 
Yes;  there  were  certain  contrat^ts  that  he  had,  anci  then  each  manufacturer  was  sit- 
uatiKl  differently.  Some  had  real  estate  in  lar^e  cities,  and  there  was  no  rale  of  thiw 
by  which  you  could  go.     You  ha<l  to  be  governe<l  by  circumstances. 

Q.  But  then  the  oi>tion,  the  cash  oi)tion,  rt»ally  included  everything? — ^A.  BealJv 
indudiKl  everything;  there  may  l>e  some  exceptions,  that  a  manufacturer  wantei) 
some  stock  and  put  it  in  himself,  in  the  way  of  stock,  in  case  the  company  was 
organized. 

Q.  The  general  statement  that  has  been  made  here  to-day,  as  I  understand  ii,  2 
or  3  times,  is  that  the  18  million  of  preferred  stock  and  18  million  of  eommon 
stock  represente<l  substantially — ^that  is,  the  18  million  of  preferred  stock  represented 
sul)stantially  in  round  numbers— the  values  of  the  plants,  the  amount  paid  for  the 
plants.    Do  you  agree  with  that? — A.  1  can  not  say;  it  may  not  be  exactly. 

Q.  I  did  not  say  exactly;  I  say  substantially. — A.  I  would  not  even  go  to  that 
extent,  substantially.  That  I  do  not  know.  1  simply  know  that  I  owned  these  plants 
and  presented  this  plan  to  the  manufacturers.  There  were  so  many  plants  to  go  in 
at  so  much  money.  "Now,  do  you  want  any  stock  of  this  company  which  I  own? 
the  capital  is  thus  and  so,''  and*  he  wanted  the  stock,  because  he  could  get,  within 
30  or  GO  days,  40  or  50  or  60  points  better. 

SELECTED  THE  OFFICERS. 

He  knew  before — of  course  he  did  not  Know  exactly,  but  he  knew  towaid  the  dose 
that  certain  people  would  be  in  the  management;  I  studiously  had  to  avoid  that,  he- 
cause  each  manufacturer  wanted  to  be  the  president  of  the  company — not  every  one 
of  them,  but  quite  a  number  of  them — ana  vice-president,  or  in  the  executive'eom- 
mittee;  that  all  had  to  be  kept  quiet  until  toward  the  close.  Then  they  discovered 
that  I  had  selected  the  very  best  talent  in  the  tin-plate  business. 

Q.  You  yourself  selected  the  first  board  of  directors? — A.  I  did  arbitrarily.  I  had 
to  do  it  for  the  protection  of  the  capitalist  as  well  as  the  manufacturer. 

Q.  When  it  came  to  the  payment  for  these  plants,  did  you  quite  generally  give  the 
manufacturers  the  opportunity  of  taking,  instead  of  cash,  1  share  oi  preferred  and  1 
share  of  common  ?— A.  That  was  the  general  rule. 
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ACTUAL  AND  RBPUTBD  CONNECTION   WITH   OTHER  COMPANIES. 

Q.  Have  you  organized  other  companies  besides  these  5  that  have  been  mentioned, 
the  Tin  Plate,  National  Steel,  and  others? — A.  The  Union  Bag  and  Paper  Company. 

Q.  Any  others? — A.  I  have  had  applications  to  oi^ganize  hundreds  of  others,  from 
the  marsnes  of  Maine  to  the  Pacific  coast 

Q.  These  are  the  only  ones  that  you  have  carried  through? — A.  These  are  the  only 
ones  that  I  have  carried  through. 

Q.  Is  the  plan  of  the  organization  of  the  Union  Bag  and  Paper  Company  substan- 
tially the  same  as  these  others? — A.  Yes;  practically  the  same. 

Q.  Is  your  plan  of  promoting  them  the  same? — ^A.  Yes. 

Q.  In  any  one  of  these  last  cases  have  you  called  in  banks  and  bankers  to  under- 
write the  stock? — A.  There  has  been  no  underwriting,  what  is  technically  known  as 
underwriting,  in  any  of  these.  Bankers  and  capitalists  all  over  the  country,  after  it 
was  known  I  had  made  a  success  ol  this  organization,  applied  by  wire,  letter,  and 
telegram  to  subscribe  for  the  capital  stock. 

Q.  If  they  have  done  so,  they  have  subscribed  for  capital  stock  the  same  as  any 

Erivate  individual  would  have  done? — A.  Yes;  I  can  not  say  that  bankers  and  brokers 
ave  not  been  allowed  commissions  in  some  instances.     I  can  not  say  about  that. 
Q.   (By  Mr.  Kennedy.)  Have  you  had  anything  to  do  with  the  bicycle  combina- 
tion?— A.  I  did  not. 

Q.  I  understood  you  had,  that  is  the  reason  I  ask. — A.  I  have  been  accused  of  being 
connected  with  quite  a  number  of  properties  that  I  have  not  been. 

NOT  OVERCAPITALLZBD,  FOR  $100  PREFERRED  -f  HOO  COMMON  SELLS  FOR  MORE  THAN  $100. 

Q.  (By  Mr.  Farquhar.  )  There  is  a  public  impression  that  these  companies  are  capi- 
talized far  beyond  their  worth;  any  of  the  companies  you  have  mentioned  to-day. — A. 
That  is  erroneous,  from  the  fact  that  in  the  companies  that  I  have  mentioned — 
take  the  two  stocks  together — everybody  knows  what  they  are  getting  when  they  get 
common  stock ;  they  know  they  are  not  getting  anything  that  represents  assets.  Take 
the  two  stocks  together,  and  they  have  always  sold — there  might  be  depressed  and 
panicky  times,  or  something  of  that  kind — they  have  always  sold  at  a  very  large 
premium.  That  is  why  they  stand  so  well  with  the  bankers,  trust  companies  and 
societies,  and  private  individuals,  that  are  pretty  rapidly  absorbing  the  preferred 
stocks  of  these  companies. 

Q.  When  you  were  organizing  these  companies  did  any  of  the  parties  to  the  organ- 
ization know  the  amount  to  be  set  aside  for  you  as  promoter? — A.  There  was  no 
amount  set  aside  for  me  as  promoter.  That  question  is  frequently  asked,  **  What  do 
you  charge  to  put  these  organizations  to|?ether?"  My  reply  was,  **  I  will  not  charge 
you  anytning;  I  will  buy  your  properties  and  formulate  a  plan,  and  if  you  do  not 
want  to  go  into  the  new  plan  you  can  take  cash.  That  is  the  only  way  I  can  do,  and 
I  must  organize  them  on  the  basis  that  you  are  a  manufacturer,  and  that  you  believe 
in  the  organization,  assuming  that  you  have  the  right  management,  and  the  capital- 
ists rely  upon  me  to  put  in  the  right  managers. 

Q.  Then,  practically,  you  as  founder  or  promoter  made  your  own  margin? — A.  I 
made  my  own  margin.  I  owned  the  properties,  and  I  made  my  own  profit  in  my 
own  way,  which  apparently  up  to  the  present  time  has  been  satisfactory  to  every- 
body. It  is  a  very  diflacult  thing  to  organize  these  companies.  It  is  a  very  difficult 
thing  to  get  capital  to  go  into  these  companies,  and  the  public  is  discriminating 
between  tne  good  and  the  bad.  It  would  oe  impossible  to  put  anything  now  to  the 
public  which  was  not  A  No.  1,  first  class.    The  public  know  it  right  away. 

Q.  Are  there  or^nizations  of  this  character,  organized  by  otner  parties,  that  are 
nothing  but  stock-jobbing  concerns? — A.  That  I  can  not  say. 

Q.  I  mean  from  your  general  knowledge? — A.  I  should  not  like  to  talk  about  any- 
body else's  business. 

Q.  Without  naming  anyone,  have  you  any  knowledge  that  there  are  really  organ- 
izations of  this  character  that  are  nothing  but  stock-jobbing  concerns? — A.  1  have 
not  any  personal  knowledge;  I  merely  luiow  of  rumor,  newspaper  talk,  the  same 
as  you  do,  exactly,  and  no  other  way. 

REASON  FOR  ORGANIZING  IN  NEW  JERSEY — NEW  JERSEY  IS  THE  BEST  PLACE. 

Q.  Is  there  any  particular  reason  why  all  of  your  companies  should  be  organized 
in  New  Jersey? — A.  I  think  there  is. 

Q.  Will  you  state  them,  if  you  please? — A.  Yes;  for  the  New  Jersey  law  is  very 
much  better  for  the  oi:gaaization  of  these  companies,  very  much  better. 
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WK  HHOULD  COPY  TBB  ENGLISH    LAW. 

Nearly  all  of  these  laws  of  the  different  States  contain  some  objectionable  featore. 
My  idea  is  tliat  by  and  by  le^slation  in  this  coantr)^  will  be  practically  the  same  as 
in  England.  Their  laws  were  very  severe  a  long  time  ago  in  England  agaiD£t  any 
large  combination  or  corporation.  They  were  all  re{)^led,  and  now  you  can  oigazh 
ize  a  (!or|)oration  and  do  almost  anything  which  is  i«ntimate,  and  the  securities  of  tl» 
industrial  corporations  are  si'Uing  on  the  London  Exchange,  London  niarket,  no  a 
basis  of  3  or  4  per  cent  Capitalists  have  said  to  me  frequently  in  this  country,  ''We 
do  not  know  where  we  are  going  to  put  our  money.  We  only  get  2i  or  3  percent  <« 
a  bond,  whereas  thesis  preferred  stocKS  of  the  better  oi^nized  companies,  where  th^y 
do  not  owe  anything,  we  get  on  a  basis  of  7  per  cent,  and  we  do  not  know  why  it 
doesn't  stand  as  well  as  a  l)ond.''  Some  of  the  most  conservative  men  of  this  country 
are  aiigtiiiig  tliat  way,  and  there  are  some  men  and  some  women  of  minor  means, 
whose  incomes  are  small,  that  naturally  are  enabled  to  have  a  larger  income  by  beii^ 
able  to  buy  preferred  Bt<K!k  in  tht^se  companies. 

Q.  But  wnen  you  draw  a  comparison  between  English  law  and  American  do  yon 
not  take  into  account  that  you  have  only  one  kingdom  to  deal  with  there  and  one 
lawmaking  power  and  one  supervision,  whereas  you  have  all  the  corporation  laws  of 
45  States  to  deal  with,  with  no  national  control? — A.  We  have  45  States,  but  we  only 
incorporate  under  the  laws  of  one  State,  and  we  have  a  right  to  sell  goods  in  any 
State  ol  the  Union. 

BACH   STATE  SHOULD  PBOTBCT  ITS  OWN  OOBFORATIONS, 

Q.  You  Bix)ke  as  if  the  law  of  New  Jersey  was  more  liberal  than  that  of  any  other 
State  of  the  Union  for  these  or^nizations.  Is  it  fair  that  the  State  of  New  Jersey 
should  give  an  inc*orporation  with  more  liberal  features  and  possibly  less  saf^uank 
than  the  State  of  Illinois,  and  that  New  Jersev  could  do  Illinois 'business? — A.  1 
think  not;  I  think  the  Illinois  law,  until  recently,  the  past  3  or  4  years,  has  been 
very  similar  for  organization. 

Q.  Well,  the  State  of  New  York? — A.  I  do  not  know  very  much  about  the  Stat^  of 
New  York.  Ail  comiMinies  look  more  or  U»88  to  what  the  taxation  will  be,  whether 
it  is  reasonable  or  unreasonable.  I  do  not  think  it  is  fair  for  different  States  to  tax 
thc^se  companies  and  drive  them  out  of  the  State,  and  drive  them  into  the  State  of 
New  Jersey.     I  think  the  State  is  working  against  its  own  interests. 

Q.  But  is  not  there  such  a  thing  in  law  and  justice  as  a  comity  between  States,  so 
that  one  State  ought  not  to  permit  an  unjustly  formed  conwration,  or  one  with 
greater  tK)wers  and  more  powers  to  issue  stock  and  sell  stock  tnan  it  can  have  under 
its  own  laws?  Is  it  not  a  right  that  a  State  ought  to  have,  the  protection  of  its  own 
cori)orationH? — A.  I  think  each  State  ought  to  protect  its  own  corporations.  I  think 
they  will  do  so  more  and  more  as  they  understand  these  organizaUouB  and  the  situa- 
tion they  are  in;  the  same  as  railroads. 

NKED  OF  C50RP0RATE    ORQANIZATION. 

My  idea  is  that  if  it  were  possible  to  dissolve  all  the  industrial  organizations  we 
should  have  the  greatest  panic  this  country  has  ever  known.  There  is  the  strongest 
kind  of  a  demand  all  over  the  coimtry,  in  almost  every  line  of  business,  to  organize, 
and  the  tnnible  is  they  do  not  know  how.  It  takes  time;  it  takes  education;  and  I 
think,  incidentally,  this  commission  is  doing  the  right  kind  of  work;  it  educates  the 
people  and  they  will  understand  it  Ixjtter. 

Q.  Do  you  see  any  difficulty  in  the  future,  the  same  as  overcame  a  great  many  of 
the  English  companies  under  the  limited  copartnerships  or  incorporations  of  year? 
ago, that  may  come  out  of  the  issuing  of  stock  under  the  New  Jersey  law  that  is  not 
covered  by  any  value  in  the  assets  or  the  business? — A.  I  do  not  see  any  difficulty;  1 
think  the  New  Jersey  law  is  a  fair  law.  I  think  many  provisions  of  the  New  Jersey 
law  will  be  adopted  by  legislatures  in  other  States.  The  trouble  is  they  do  not 
understand  the  New  Jersey  law. 

Q.  Is  there  any  more  liberty  in  the  laws  of  West  Vii^inia  than  in  the  laws  of  New 
Jersey? — A.  I  think  there  is;  yes. 

Q.  And  where  you  have  more  liberty  you  have  less  saf^uaixM — ^A.  Yes;  perhaps 
it  becomes  fashionable  to  go  to  New  Jersey  to  organize,  and  there  is  a  laree  amoimt 


of  capital,  as  is  well  known,  in  New  York,  and  the  New  York  capitalists  like  to  have 
companies  organized  under  the  laws  of  New  Jersey.  Ordinarily,  being  a  \Vestem 
man,  I  would  rather  have  an  organization  in  the  State  of  Illinois;  but  there  has  been 
a  good  deal  of  persecution  of  corporations  in  Illinois,  which  makes  it  unpleasant  al 
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times.  I  do  not  think  there  \b  as  much  there  now.  My  experience  is  that  the  labor- 
ing man  in  all  corporations  I  know  anything  about  favor  themj  I  mean  intelligent 
laboring  men.  We  can  afford  to  pay  them  larger  wages.  As  an  illustration,  this  tin- 
plate  business.  If  it  had  run  along  the  waj^  it  was.  as  you  heard  in  the  testimony  of 
Mr.  Beid,  several  of  these  tin-plate  companies  would  have  sone  into  bankruptcy.  I 
know,  because  I  paid  them  the  money  to  dean  up  ^eir  indebtedness. 

A  NATIONAL  OOBPORATION  LAW  NOT  DBBIBABLE. 

Q.  Do  you  think  it  would  be  an  advantage  to  have  a  national  law  for  incorporation! 
which  would  give  supervision  over  all  the  States? — ^A.  I  think  not.  I  think  this  is 
all  going  to  regulate  itself;  I  think  it  will  legislate  itself— the  law  of  supply  and 
demand.    There  can  not  be  a  monopoly  in  this  country. 

CONSOLIDATION  TENDS  TO  REDUCE  FBICES. 

Q.  You  do  not  think  that  this  large  capitalized  association  of  50  millions  can  arbi- 
trarily make  prices  for  the  consumei? — ^A.  I  think  not.  I  think  the  tendency  is 
toward  very  much  lower  prices.  In  fact,  corporations  that  I  know  of  that  have  been 
running  for  a  long  time — for  instance,  the  Diamond  Match  Company;  matches  are 
sold  at  constantly  reduced  prices  each  year.  Of  course,  the  company  could  not  do  it 
in  the  first  place,  because  tne  plants  were  not  in  proper  shape  and  proper  condition. 
They  are  getting  in  new  machinery  and  improving  their  plant,  comparing  the  cost  of 
one  factory  with  the  cost  of  another,  and  in  that  way  they  have  reduced  the  cost  of 
production;  and  in  that  way  the  prices  have  been  reduced  to  the  consumer.    It  has 

fDt  to  be  so  with  all  of  these  companies;  the  companies  can  not  live  unless  they  do 
usinesB  on  that  basis.  All  of  these  companies  have  G[ot  to  put  their  plants  in  proper 
shape  to  meet  the  severest  kind  of  competition,  and  if  they  can  not  get  a  fair,  reason- 
able price  for  their  product  they  can  not  afford  to  pay  a  fair  price  for  labor. 

IF  OTHER  STATES  MADE  LAWS  AS    LIBERAL,    WOULD    NEW  JERSEY  CORPORATIONS  GO 

TO  THEM? 

Q.  (By  Mr.  Kennedy.)  You  say  that  vou  think  the  New  Jersey  law  is  very  liberal, 
and  that  the  other  States  will  follow  in  the  wake  of  New  Jersey  in  this  matter? — A.  t 
think  the  New  Jersey  law  is  not  only  liberal,  but  fair. 

Q.  You  think  that  the  other  States  will  follow,  eventually? — ^A.  Adopt  many  of  its 
provisions. 

Q.  Assuming  that  nearly  all  the  industries  have  combined  and  have  been  incor- 
porated under  the  laws  of  the  State  of  New  Jersey,  then  other  States  model  their 
l^islation  upon  this  New  Jersey  law.    What  would  be  the  effect;  would  those  cor- 

§  orations  give  up  their  organization  in  the  State  of  New  Jersey  and  go  to  other 
tat«^ — A.  That  would  be  a  difficult  question  to  answer;  it  is  frequently  done,  but 
I  can  not  answer  that. 

Q.  What  do  you  believe  would  be  the  result? — A.  You  mean  if  all  the  business  in 
the  country  organized  under  the  laws  of  New  Jersey? 

Q.  Yes;  it  is  rapidly  being  or^mized  under  the  laws  of  these  three  States — New 
Jersey,  Delaware,  and  West  Virginia.  Now,  it  is  probable  that  within  a  very  short 
time,  within  a  few  years  if  it  goes  on  as  it  has  been  going  on,  all  industries  will  be  organ- 
ized and  incorporated  under  the  laws  of  one  of  these  States.  Then,  if  the  other  States, 
Illinois,  for  instance,  should  enact  legislation  the  same  as  those  States,  would  Illinois 
be  apt  to  get  any  of  these  corporations? — A.  I  think  before  that  is  done  the  other 
States  will  change  their  laws.  I  think  the  State  of  Illinois  is  inclined  to  be  a  little 
more  Uberal  now;  for  instance,  the  gas  companies  were  attacked  seriously  for  a  few 
years,  and  finally  the  legislature  passed  a  law  legalizing  the  incorporation  of  this  gas 
company,  so  that  a  person  investmg  in  the  stock  should  be  sure  ne  had  somethmg 
safe  and  secure. 

Q.  Is  it  your  idea,  if  there  were  a  dozen  different  States  in  the  Union  with  laws 
as  favorable  as  these  of  New  Jersey  are,  that  the  American  Tin  Plate  Company  and 
the  Steel  Hoop  Company  would  continue  as  New  Jersey  corporations? — A.  Pix)ba- 
bly  in  the  case  of  these  particular  companies,  yes;  because  it  is  necessary  for  them 
to  get  together  and  consult  more  frequently,  and  as  they  have  already  been  incorpo- 
rated under  these  laws  they  probably  would  not  be  changed,  those  particular  com- 
panies. It  might  be  different  with  reference  to  other  companies.  That  is,  as  long  as 
the  State  of  New  Jersey  treats  the  companies  fairly. 

Q.  Well,  these  corporations  are  great  sources  of  revenue  to  the  State  of  New  Jersey 
are  they  not? — A.  No  doubt  they  are.    I  do  not  know  exactly  what  they  do,  but  I 
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understand  some  portion  of  it  goes  to  the  improvement  of  roads,  schools,  etc ;  aad 
the  laws  in  the  State  of  Delaware  are  somewliat  similar,  in  competition  with  the  Scase 
of  New  Jersey. 

Q.  And  if  the  other  States  pardci^te  in  this  rich  revenue,  the^  will  have  to  be 
pretty  lively  with  their  legislation,  will  they  not? — ^A.  I  think  so,  sir.  I  think  the 
ten<lencv  is  more  liberal;  1  do  not  mean  liberality  which  does  not  mean  protectkn 
to  the  shareholders.  In  every  well-oigamzed  comnanv  the  stockholders  are  aUov«d 
to  see  the  books,  and  there  is  no  reason  why  they  snould  not  see  the  books,  and  pn^ 
tically  see  what  is  going  on.  It  is  only  some  shareholder  who  holds  a  few  ehares  thit 
wants  to  make  ^rouble. 

A8  MCCn   WATER  IN  MASBACHUSmTB  CX>MFANIBB  AS  IN  OTHfiBS. 

Q.  ^By  Mr.  Farqcitar.)  On  account  of  the  anti-stock-watering  laws  of  Maasacfau- 
sett8  there  is  not  much  likelihood  of  any  of  these  companies  going  there? — A.  I  thick 
they  have  an  much  water  in  Massachusetts  companies  as  in  any  others. 

Q.  Have  thev  not  got  some  pretty  strict  laws  in  the  State  of  Massachusetts  as  to 
watering  stock?— A.  They  have,  apparently  so.  I  think  the  water  is  there  just  the 
same. 

ENGLISH   CORPORATION   LAW. 

Q.  (Bv  Mr.  Jenks.)  I  understood  you  to  say  that  you  thought  that  as  time  went 
on  we  should  gradually  approach  nearer  the  system  of  the  English  law.  In  what 
particulars  <io  you  think  English  corporation  law  is  superior  to  that  of  New  Jer- 
sey?— A.  Well,  I  do  not  know  that  it  is.  Perhaps  the  New  Jersey  law  is  somewhat 
on  the  lines  of  the  English  law;  and  as  a  gentleman  said  to  me  not  very  long  ago,  a 
man  well  versed  in  law:  "  If  my  son  was  going  to  be  a  lawyer  I  would  aid  vise  him  to 
go  to  England  and  studv  for  a  year,  because  English  laws,  with  reference  to  ci>rpo- 
rations.  are  going  to  be  tne  laws  of  thw  country." 

Q.  Can  you  designate  any  8ptM?ial  particulars  in  which  you  think  the  English  lavs 
are  superior? — A.  I  can  not.  I  do  not  know  whether  this  cuts  very  much  figure  la* 
not,  so  far  as  the  pnu*tical  operation  of  the  corporations  is  concemea,  or  as  fa.ras  tfa« 
public  is  concerned,  but  under  the  English  laws,  just  before  the  annual  meeting:,  a 
printed  copy  of  the  contlition  of  the  company  is  sent,  I  think,  to  each  stockhoIoW, 
and  then  after  this  statement  Mr.  Jones  retires  and  offers  himself  for  reelection  as  a 
director.  1  do  not  know  whether  this  is  of  much  benefit  or  not,  but  each  of  these 
companies  must  make  a  statement  to  the  stockholders  before  each  annual  meetii^. 
The  general  impression  is  that  in  the  organizing  of  these  large  companies  there  is  a 
^reat  concentration  of  power.  On  the  other  hand,  it  is  a  distribution  of  power ;  and 
mstead  of  a  few  persons  owning  these  various  companies,  the  stock  is  widely  dis- 
tributed.' 

nESIKABILFTY   OF  PUBUCITY. 

Q.  Would  you  favor  a  greater  degree  of  publicity  with  reference  to  the  condition 
of  these  (x>mpanie8,  such  as  you  inii>ly  there  is  under  the  English  law? — A.  I  do  ni4 
know  that  you  need  any  more  publicity  than  that  the  company  should  present  a  state-  . 
inent  to  the  annual  meeting;  and,  as  I  understand,  it  is  requ&ed  by  the  New  Jersey 
law — ^a  full  statement  of  the  affairs  of  the  company. 

Q.  (By  Mr.  C.  J.  Harris.)  Does  it  have  to  be  a  sworn  statement,  or  is  there  any 
safeguard  taken  that  that  statement  should  be  correct?  What  I  am  trying  to  get  ait 
is,  can  not  the  corporations  that  are  so  disposed  present  more  or  less  of  a  doctored 
statement? — A.  They  can;  it  does  not  make  any  difference  what  the  laws  are. 

no  fear  of  adverse  legislation. 

Q.  Do  you  apprehend  any  trouble  from  the  fact  that  you  are  incorporated  in  1  State 
and  are  doing  niisiness  in  45  other  States? — A.  I  do  not.  We  have  the  right  to  do  it 
under  laws  of  Congress. 

Q.  But  suppose  there  are  certain  States,  as  there  are,  that  pass  legislation  adverse 
to  these  national  companies? — A.  That  exists  now.  We  are  doing  business  in  those 
States  now.    They  want  our  products  and  they  have  to  have  them. 

Q.  Micht  not  that  style  of  legislation  become  rather  dangerous  and  burdensome 
after  a  while? — A.  It  might  be,  yes;  but  that  will  all  regulate  itself.  Tliis  country  is 
never  going  to  pass  legislation  that  drives  the  manufacturer  out  of  business. 

Q.  Would  not  national  legislation  do  away  with  that  and  give  companies  more 
security  than  they  have  under  the  present  system? — ^A.  I  do  not  see  how  it  would. 

Q.   (By  Mr.  Farquhar.)  Is  there  a  lower  taxation  in  the  State  of  New  Jersey  than 

1  Compare  Mr.  Stetson,  p.  973;  "  Nine-tenths  of  the  corporations  are  controlled  by  boards  of  directoo 
which  either  own  or  abfiolutcly  represent  a  large  majority  of  the  stock." 
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t  there  is  in  any  other  State  for  corporations? — A.  I  can  not  say  that;  I  do  not  think 
I  so;  Judge  Dill  can  tell  you  that.  My  impression  is  we  are  paying  a  good,  strong  tax 
in  the  State  of  New  Jersey;  that  is  my  impression. 

Q.  But  the  pro  rata;  the  larger  your  capital  the  less  you  pay? — A.  Yes. 

Q.  Proportionately?— A.  Yes. 

THE  OLDER  MEN  WANT  TO  RETIBB. 

Q.  (By  Mr.  C.  J.  Habris.)  What  w^iU  hecome  of  all  of  these  men  who  have  been 
owners  of  these  companies,  these  individual  owners,  when  thev  are  all  consolidated 
into  one — ^under  one  management — what  avenue  is  there  for  them? — A.  That  ques- 
tion is  frequently  asked  me  by  the  men  who  sell  out—"  What  am  I  going  to  do" — 
and  I  say  to  them  **Are  you  running  your  plant  well?"  **Ye8,  I  am;"  *'Do  you 
imagine  you  could  run 'it  just  as  well  under  the  organization?"  "I  can."  Well,  if 
he  can  do  it,  he  runs  it;  there  will  be  practically  no  change;  in  other  words,  there 
are  not  enough  good  men  to  go  around  m  these  organizations;  that  is  the  trouble  we 
have. 

Q.  (By  Mr.  Kennedy.)  Do  you  find  men  of  middle  ace,  or  past  middle  age,  generally 
in  control  of  these  estabushments? — A.  I  find  in  nearly  every  one  of  these  establish- 
ments, the  capitalists,  or  bankers,  of  middle  age,  or  past  middle  age,  who  want  to 
retire,  want  to  leave  it  with  the  younger  men,  who  are  now  running  it  to-day. 

Q.  You  have  eliminated  the  older  generation  and  brought  in  new  olood? — A.  Who 
wished  to  be  eliminated. 

Q.  I  notice  the  presidents  are  all  young  men  now? — A.  Well,  you  have  a  pretty 

EDod  idea  of  what  the  mana^ment  of  these  companies  is  from  wnat  you  liave  seen 
ere;  and  the  public  believe  m  them,  because  the  management  is  good. 

PREFERRED  AND  COMMON  TOGETHER  BEAR  A   PREMIUM — WHY? 

Q.  (By  Mr.  Clarke.)  I  understand  you  to  say  that  the  preferred  and  common  stock 
of  these  companies  together  bore  a  premium? — A.  Yes. 

Q.  How,  tnen,  are  they  selling  at  less  than  par  on  the  market? — A.  I  mean  the 
two  together;  that  is,  if  you  were  the  owner  oi  a  plant  and  sold  it,  you  recti  \red  a 
hundnS  shares  of  prefeir^  and  a  hundred  shares  of  common,  and  those  two  together 
are  selling  at  a  premium,  and  have  done  so,  selling  at  40  to  50  points  premium;  take, 
if  you  please,  the  preferred  at  95  in  the  case  of  some  company,  and  the  common  at  50 
and  add  the  two  together  and  it  makes  a  premium.  In  other  words,  if  your  conunon 
stock  had  not  been  there,  the  preferred  stock  would  have  been  selling  at  that  premium. 

Q.  What,  then,  is  the  basis  of  the  value  of  the  surplus  of  the  common  and  preferred 
stock  over  the  cost  of  the  properties  and  the  good  will  involved? — A.  I  can  not  tell 
you  that;  I  merely  know  that  I  had  the  plants  and  organized  the  companies  on  that 
basis,  and  practical  men  believe  in  them  and  subscribe  to  them. 

Q.  In  your  opinion,  are  any  of  these  companies  overcapitalized,  taking  the  pre- 
ferred and  common  together? — A.  I  think  not.  The  management  and  the  common 
stock  together  will  in  turn  be  of  more  value  than  the  plants  themselves. 

Q.  Are  you  a  stockholder  in  these  companies? — A.  I  am. 

Q.  Are  you  a  director  or  other  officer  of  any  of  them? — A.  I  am.  I  am  one  of  the 
executive  committee. 

Q.  Are  you  earmng  something  on  both  classes  of  stock? — A.  We  have  money  in 
the  treasury. 

Q.  And  are  you  likely  to  continue  if  there  is  a  condition  of  general  prosperity? — A. 
If  there  is  a  condition  of  general  prosperity  we  shall  continue  to  do  so,  as  much  so  as 
the  railroad  earnings;  and  the  industrial  companies  are  here  to  stay. 

(Testimony  closed.) 
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but  m^  recollection,  my  beet  recollection  U  that  the  shares  were  deposited  with  the 
Colonial  Trust  Company  of  New  York  for  the  purpose  of  their  pnrcnaae  hj  a  s^d.* 
oate  of  which  J.  P.  Morgan  A.  Co.  were  managers:  and  that  when  deposited  maa 
'  amount  exceeding  a  majority  of  each  companj^  then  J.  P.  Morgan  &,  Compaaj  ii 
behalf  of  the  Hynaicate  exeroitted  the  option  of  delivering  to  the  Federal  Steel  Coa- 

f»any  the  shares  thus  deposited.    Judge  Gary  is  here  and  knows  better  thaa  I  aboal 
t  and  will  correct  me  it  I  am  in  error. 

Q.  And  yonr  memory  is  that  the  shares  were  to  be  sold  sabstanttallj  to  this  sja- 
dioate  by  the  stockholders  of  these  different  corporations,  and  that  this  syndiote 
then  was  to  deliver  them  to  the  Federal  Steel  Companyf — ^A.  No;  that  tiie  stock- 
holders were  to  sell  and  deliver  to  the  company  upon  and  under  an  arrangement 
made  for  such  sale  and  delivery  by  the  syndicate  through  its  managersy  J.  P.  MoxgaB 
<Sc  ('o.  I  do  not  think  that  the  title  of  the  shares  ever  passed  into  the  syndicate  oc 
into  the  syndicate  managers. 

Q.  What  wiis  the  special  relation  of  the  syndicate,  then,  to  this  deal — simplj 
acting  as  agents  f — A.  Well,  I  should  say  that  this  syndicate,  under  these  eonditioDS» 
is  a  good  deul  like  the  ordnance  barean  down  here  when  it  calls  for  tenders  for  s 
gun.  It  calls  for  one  part  fh>m  one  manufacturer  and  one  part  from  another,  and 
then  it  assembles  them.  I  should  say  on  the  whole  that  the  syndicate,  or  any  other 
syndicate  rather,  assembles  and  collects  the  properties  or  secunties  to  be  transferred. 

Q.  And  then  transfers  themf — A.  Then  transfers  them,  or  causes  the  transfer  lo 
be  made;  sometimes  transfers  them  and  sometimes  causes  the  transfer  to  be  made. 

Q.  What  was  the  general  nature  of  the  contract  that  the  syndicate  had  with  the 
Federal  Steel  (>ompany  with  reference  to  this  transfer? — ^A.  I  have  no  recoliection 
of  that;  and  if  I  had,  I  could  not  say. 

Q.  Whyf — A.  Because  I  should  consider  that  a  matter  between  myself  and  my 
clients. 

Q.  On  the  ground  that  yon  were  counsel  for  themf — ^A.  That  it  in  not  mjf  secret 
Tht'y  can  tell  if  they  will;  that  is  theirs.' 

Q.  I  asked  thi8  question  to  learn  if  yon  were  acting  as  counsel f — A.  Yes;  I  wai 
counsel  for  the  syndicate. 

Q.  Ah  you  understand  it,  does  the  Federal  Steel  Company,  by  holding  a  majority 
of  the  stocks  of  these  ditierent  companies,  control  themf  Do  these  separate  eom- 
panics  still  have  a  separate,  individual  existence f — A.  I  assume  that  they  have. 
As  I  Hav,  I  have  naid  no  attention  to  these  matters  since  September,  1998. 

Q.  That  was  tne  form  in  whioh  they  were  organized f — A.  That  was  the  initial 
form. 

ACQCIRIKO  PBOPERTIBS — ^ACQUIRING  STOCK. 

Q.  Would  you  explain  to  us  ftom  the  purely  legal  point  of  view  how  that  arrange- 
ment dili'erH  from  the  old  form  of  trust  organization  as  It  was  in  the  Standard  Oil 
Trust f — ^A.  That  I  do  not  know  anything  about;  I  have  never  paid  any  attention  to 
that.    I  do  not  know  anything  about  the  Standard  Oil  TruKt. 

Q.  You  do  not  know  what  that  was  f — A.  I  do  not  know  anything  about  it ;  I  never 
saw  a  certitlcate  or  had  anything  to  do  with  it.  I  can  say,  on  the  other  hand,  how 
it  differs  A:om  the  lutcrnatioual  Paper  Company,  which  I  organized. 

Q.  Well,  if  yon  will.— A.  That  corporation  was  organized  under  the  laws  of  the 
State  of  New  York.  It  acquired  the  physical  properties  of  12  or  15  corporations, 
and  those  were  immediately  dissolved.  There  \va8  absolute  ownership  ana  no  exist- 
ence continuing  in  the  former  corporations.  They  merely  got  the  other  corpora- 
tions by  piirdiuRing  the  physical  properties  which  were  owned  by  the  others. 

Q.  That  was  the  point  of  my  qne^tion.  So  far  as  these  larger  corporations  ars 
concerned,  that  we  have  been  getting  testimony  about  here,  they  have  usually 
acquired  properties? — A.  I  shouhl  say  not.    It  is  mostly  the  other  way. 

Q.  Those  that  we  have  examined f — A.  Oh,  I  beg  pardon;  but  I  should  say  it  was 
not  the  general  plan  of  incorporation. 

Q.  As  regards  the  instance  you  spoke  about,  the  Federal  Steel,  they  had  acquired 
the  stock.  I  wish  to  have  you  explain,  if  ^ou  can,  the  different  methods  of  man- 
agement. We  can  leave  that  to  the  next  witness  if  you  are  not  familiar. — A.  Oh,  I 
do  not  know  anything  about  that. 

WHY  INCORPORATED  IN  NXW  JER8BY. 

Q.  Will  yon  explain  to  us  why  it  is  better  to  incorporate  under  the  laws  of  Kew 
Jersey  than  under  the  laws  of  New  Yorkf  What  special  advantages,  if  any,  do  the 
New  Jersey  laws  give  to  incorporations  f — A.  Well,  it  depends  upon  what  you  wish 
to  do.  If  the  Federal  Steel  Company  had  had  a  considerable  property  or  plant  ia 
the  State  of  New  York  I  should  have  advised  its  formation  under  the  laws  of  tho 


>  See  page  987,  footnote. 
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State  of  New  York,  as  I  did  in  the  case  of  the  International  Paper  Company,  where 
tiie  principal  property  was  in  that  State.  But  the  Federal  Steel  Company  contem- 
plated the  acquisition  of  interests  in  properties  that  are  sltaated  only  in  Minnesota, 
in  IlUnoiSy  in  Ohio,  and  in  Pennsylvania.  The  qaestion  then  came,  shall  we  organ- 
ize in  any  of  these  four  States.  There  were  sufficient  reasons  why  it  was  not  desir- 
able to  organize  in  any  one  of  those  four.  I  will  say  briefly  that  the  laws  of  Penn- 
sylvania ao  not  permit  the  ownership  of  real  property  by  a  foreign  corporation, 
and  the  rate  of  taxation  in  Pennsylvania  upon  a  domestic  corporation  is  very  high. 
The  laws  of  Ohio,  under  the  constraint  of  tneir  constitution,  impose  a  double  liabil- 
ity upon  all  stockholders  whatever  the  conditions.  The  laws  of  Illinois,  as  they 
have  been  administered  and  interpreted — ^not  only  there  but  in  the  State  of  Ohio  as 
well — are  exceedingly  inhospitable  to  the  development  of  large  business  enterprises ; 
and  the  laws  of  Minnesota  also  impose  a  double  liability  upon  stockholders.  By 
that  process  of  exclusion,  in  consequence  of  those  four  features  as  well  as  others, 
they  drove  these  corporations  out;  the  laws  of  those  four  States.  Then  being  foot- 
loose, of  course  we  looked  for  the  most  favorable  conditions,  and  at  that  time  I  sup- 
pose the  most  favorable  conditions  were  those  presented  by  the  laws  of  West  Vir- 
ginia and  the  laws  of  New  Jersey.  The  statute  of  West  Virginia  fixes  a  limit  on  the 
amount  of  corporate  capital ;  and,  by  the  way,  I  should  say  that  the  laws  of  Penn- 
sylvania did  the  same  until  this  winter,  when  they  have  been  enlarged.  And  that 
left  New  Jersey  certainly  as  available  as  any  other,  and  there  was  no  reason  why  we 
should  not  go  to  New  Jersey  as  well  as  New  York,  because  neither  is  the  home  of 
the  corporation. 

STOCKHOLDBR8'  RIGHT  OF  EXAMINATION — THE  STATUTORY  RIGHT  ONLY. 

Q.  I  notice,  with  reference  to  the  power  that  should  be  given  to  the  board  of  directors 
to  determine  w  hat  po  wer  or  what  privilege  shall  be  given  to  the  stockholders  as  regards 
the  business  of  a  corporation,  that  this  provision  is  made  [reading]:  ''The  board 
of  directors  from  time  to  time  shall  determine  whether  and  to  what  extent,  and  at 
what  times  and  places,  and  under  what  conditions  and  regulations,  the  accounts  and 
books  of  the  corporation,  or  any  of  them,  shall  be  open  to  the  inspection  of  the  stock- 
holders ;  and  no  stockholder  shall  have  any  ri^ht  of  inspecting  any  account  or  book 
or  document  of  the  corporation,  except  as  conferred  by  statute  or  authorized  by  the 
board  of  directors,  or  by  a  resolution  of  the  stockholders."    What  are  the  special 

Frlvileges  of  examination  that  are  couferred  by  statute  in  New  Jersey  f — A.  I  forget, 
do  not  pretend  to  retain  them.  I  never  testify  as  to  what  a  statute  contains  unless 
I  have  got  it  before  me;  certainly  where  you  have  to  examine  similar  statutes  and 
provisions  of  ditferent  States. 

Q.  You  do  not  recollect  whether  the  New  Jersey  law  is  more  or  less  liberal  in  that 
particular  than  the  laws  of  the  State  of  New  York? — A.  I  do  not.  I  do  not  think 
that  that  was  the  point.  I  think  the  point  there  was  to  cut  off  all  the  right  except 
that  which  the  statute  gave,  and  not  leave  an  indefinite  common  law  or  equitable 
power  to  be  exercised,  which,  it  has  been  held  in  some  cases,  does  continue  in  addi- 
tion supplementary  to  the  statute.  It  is  very  difficult  for  an  administrative  officer, 
usually  a  clerk  not  of  high  class  who  has  charge  of  the  books,  to  know  whom  he  shall 
recognize  and  whom  he  shall  repel  when  a  request  is  made  for  an  examination  of 
his  books.  Certainly,  the  mere  idle  curiosity  of  a  volunteer  does  not  justify  the 
interruption  of  the  business  of  the  corporation,  while  most  respectful  attention 
should  be  given  to  anyone  who  has  a  real  interest.  My  theory,  and  I  think  the 
theory  of  most  corporation  lawyers,  is  that  i^  is  most  desirable  that  the  rights  should 
be  defined  in  something  that  can  be  read  so  that  ''he  who  runs  may  read;"  and  that 
is  the  purpose  of  that;  not  uuciertaking  to  affect  the  statute,  but  to  say,  "you  shall 
have  the  rights  that  are  given  you  by  statute  and  you  shall  have  no  others."  And 
that  is  permitted  by  the  general  provisions  of  the  corporation  law  of  New  Jersey, 
I>ermitting  the  articles  to  define  or  restrict  the  rights  of  stockholders. 

POWER  OF  THE  CORPORATION  TO  BUY  ITS  OWN  STOCK. 

Q.  There  is  a  further  provision  here  with  reference  to  the  powers  of  directors  in 
other  particulars  that  perhaps  you  can  explain  in  a  similar  way.  It  says  [reading] : 
"The  corporation  may  use  and  apply  its  surplus  earnings,  or  accumulated  profits 
authorized  by  law  to  ^e  reserved,  to  the  purchase  or  acquisition  of  property,  and 
to  the  purchase  or  acquisition  of  its  own  capital  stock  from  time  to  time,  to  such 
extent  and  in  such  manner  and  upon  such  terms  as  its  board  of  directors  shall  deter- 
mine." Is  it  usual  to  make  a  provision  of  that  kind  that  a  company  may  purchase 
its  own  stock f — A.  No;  it  is  not. 

Q.  Can  you  explain  why? — A.  But  I  have  always  put  it  in  in  any  place  where  the 
law  permitted  me  to  do  it.  In  the  laws  of  the  State  of  New  York  there  has  been, 
though  1  do  not  suppose  it  survives  in  all  cases,  an  absolute  prohibition  against  a  cor* 
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but  m^  recollection,  my  beet  recollection  ie  tbat  the  sbaree  were  deposited  with  ihtt 
Colonial  Trust  Company  of  New  York  for  the  poipoee  of  their  porenaBe  b^  a  eysdi- 
oate  of  which  J.  P.  Morgan  dc  Co.  were  managers:  and  that  when  depoaited  insa 
*  amount  exceeding  a  minority  of  each  company,  then  J.  P.  Morgan  A.  Company  ii 
behalf  of  the  fiynaicate  exerouted  the  option  of  deliyerinff  to  the  Federal  Steel  Com- 
pany  the  shares  thus  deposited.  Judge  Gary  is  here  anu  knows  better  than  I  ahe^ 
It  and  will  correct  me  it  I  am  in  error. 

Q.  And  yoor  memory  is  that  the  shares  were  to  be  sold  substantially  to  tha  sra- 
dicate  by  the  stockholders  of  these  different  corporations,  and  that  tnia  syndicM 
then  was  to  deliver  them  to  the  Federal  Steel  Companyt — A.  No;  that  the  stock- 
holders were  to  sell  and  deliver  to  the  company  npon  and  under  an  arrangemeat 
made  for  such  sale  and  delivery  by  the  syndicate  through  its  managersy  J.  P.  Movgu 
(&  Co.  1  do  not  think  that  the  title  of  the  shares  ever  passed  into  the  syndicate  « 
into  the  syndicate  managers. 

(^.  What  wiis  the  special  relation  of  the  syndicate,  then,  to  this  deal — simply 
acting  as  agents  f — A.  Well,  I  should  say  that  this  syndicate,  under  these  conditioDif 
is  a  good  deal  like  the  ordnance  bureau  down  here  when  it  oalis  for  tenders  for  a 
gun.  It  calls  for  one  part  from  one  manufacturer  and  one  part  ftoui  another,  and 
then  it  assembles  them.  I  should  say  on  the  whole  that  the  svndioate,  or  any  other 
syndicate  rather,  assembles  and  collects  the  properties  or  secuntiee  to  be  transiferred. 

Q.  And  then  transfers  them  f — A.  Then  transfers  them,  or  oaoses  the  transfer  to 
be  made;  sometimes  transfers  them  and  sometimes  causes  the  transfer  to  be  made, 

Q.  What  was  the  general  nature  of  the  contract  that  the  syndicate  had  with  the 
Federal  Steel  Company  with  reference  to  this  transfer f — ^A.  I  hare  no  recollectioa 
of  that;  and  if  I  had,  I  could  not  say. 

Q.  Whyf — A.  Because  I  should  consider  that  a  matter  between  myself  and  my 
clients. 

Q.  On  the  ground  that  yon  were  counsel  for  them  f— A.  That  it  is  not  my  secret. 
They  can  tell  if  they  will;  that  is  theirs.' 

Q.  I  asked  this  question  to  learn  if  you  were  acting  as  counsel f — A.  Yes;  I  was 
counsel  for  the  syndicate. 

Q.  As  you  understand  it,  does  the  Federal  Steel  Company,  by  holding  a  majoritj 
of  the  stocks  of  these  different  companies,  control  themf  Do  these  separate  com- 
panies still  have  a  separate,  individual  existence f — A.  I  assume  that  they  have. 
As  I  say,  1  have  naid  no  attention  to  these  matters  nince  September,  1898. 

Q.  Tnat  was  tue  form  in  which  they  were  organised f— A.  That  was  the  initial 
form. 

ACQCIRIKO  PROPERTIES— ACQUIRING  STOCK. 

Q.  Would  you  explain  to  us  flrom  the  purely  legal  point  of  view  how  that  arrange- 
ment differs  from  the  old  form  of  trust  organization  as  it  was  in  the  Standard  nil 
Trust? — A.  That  I  do  not  know  anything  about;  I  have  never  paid  any  attention  to 
that.    I  do  not  know  anything  about  the  Standard  Oil  Trust. 

Q.  You  do  not  know  what  that  was  ? — A.  I  do  not  know  anything  about  it ;  I  never 
saw  a  certiticate  or  had  anything  to  do  with  it.  I  can  say,  on  the  other  hand,  how 
it  differs  A:om  the  International  Paper  Company,  which  I  organized. 

Q.  Well,  if  you  will.— A.  Tbat  corporation  was  organized  under  the  laws  of  the 
State  of  New  York.  It  acquirod  the  physical  properties  of  12  or  15  corporations, 
and  those  were  immediately  dis.solved.  There  was  absolute  ownership  and  no  exist- 
ence continuing  in  the  former  corporations.  They  merely  got  the  other  corpora- 
tions by  purehaHing  the  physical  properties  which  were  owned  by  the  others. 

Q.  That  was  the  point  of  my  question.  So  far  as  these  larger  corporations  are 
concerned,  that  we  have  been  getting  testimony  about  here,  they  have  nsually 
acquired  properties? — A.  I  should  say  not.    It  is  mostly  the  other  way. 

Q.  Those  that  we  have  examined f — A.  Oh,  I  beg  pardon;  but  I  should  say  it  was 
not  the  general  plan  of  incorporation. 

Q.  As  regards  the  instance  you  spoke  about,  the  Federal  Steel,  they  had  acquired 
the  stock.  I  wish  to  have  you  explain,  if  you  can.  the  different  methods  of  man- 
agement. We  can  leave  that  to  the  next  witness  ii  you  are  not  familiar. — A.  Oh,  I 
do  not  know  anything  about  that. 

WHY  INCORPORATED  IN  NEW  JERSEY. 

Q.  Will  you  explain  to  us  why  it  is  better  to  incorporate  under  the  laws  of  New 
Jersey  than  under  the  laws  of  New  York  f  What  special  advantages,  if  any,  do  the 
New  Jersey  laws  give  to  incorporations? — A.  WeU,  it  depends  upon  what  you  wish 
to  do.  If  the  Federal  Steel  Company  had  had  a  considerable  property  or  plant  in 
the  State  of  New  York  I  should  have  advised  its  formation  under  the  laws  of  the 
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State  of  New  York,  as  I  did  in  the  case  of  the  International  Paper  Company,  where 
the  principal  property  was  in  that  State.  But  the  Federal  Steel  Company  contem- 
plated the  acquisition  of  interests  in  properties  that  are  situated  only  m  Minnesota, 
in  Illinois,  in  Ohio,  and  in  Pennsvlvania.  The  question  then  came,  shall  we  organ- 
ize in  any  of  these  four  States.  There  were  sufficient  reasons  why  it  was  not  desir- 
able to  organize  in  an^  one  of  those  four.  I  will  say  briefly  that  the  laws  of  Penn- 
sylvania do  not  permit  the  ownership  of  real  propertv  by  a  foreign  corporation, 
and  the  rate  of  taxation  in  Pennsylvania  upon  a  domestic  corporation  is  very  high. 
The  laws  of  Ohio,  under  the  constraint  of  tneir  constitution,  impose  a  double  liabil- 
ity upon  all  stockholders  whatever  the  conditions.  The  laws  of  Illinois,  as  they 
have  been  administered  and  interpreted — not  only  there  but  iu  the  State  of  Ohio  as 
well — are  exceedinffly  inhospitable  to  the  development  of  large  business  enterprises; 
and  the  laws  of  Minnesota  also  impose  a  double  liability  upon  stockholders.  By 
that  process  of  exclusion,  in  consequence  of  those  four  features  as  well  as  others, 
they  drove  these  corporations  out;  the  laws  of  those  four  States.  Then  being  foot- 
loose, of  course  we  looked  for  the  most  favorable  conditions,  and  at  that  time  I  sup- 
pose the  most  favorable  conditions  were  those  presented  by  the  laws  of  West  Vir- 
ginia and  the  laws  of  New  Jersev.  The  statute  of  West  Virginia  fixes  a  limit  on  the 
amount  of  corporate  capital;  and,  by  the  way,  I  should  say  that  the  laws  of  Penn- 
sylvania did  the  same  until  this  winter,  when  they  have  been  enlarged.  And  that 
left  New  Jersey  certainly  as  available  as  any  other,  and  there  was  no  reason  why  we 
should  not  go  to  New  Jersey  as  well  as  New  York,  because  neither  is  the  home  of 
the  corporation. 

stockholders'  right  op  examination — THE  STATUTORY  RIQHT  ONLY. 

Q.  I  notice,  with  reference  to  the  power  that  should  be  given  to  the  board  of  directors 
to  determine  what  power  or  what  privilege  shall  be  given  to  the  stockholders  as  regards 
the  business  of  a  corporation,  that  this  provision  is  made  [reading]:  ''The  board 
of  directors  from  time  to  time  shall  determine  whether  and  to  what  extent,  and  at 
what  times  and  places,  and  under  what  conditions  and  regulations,  the  accounts  and 
books  of  the  corporation,  or  any  of  them,  shall  be  open  to  the  inspection  of  the  stock- 
holders; and  no  stockholder  shall  have  any  ri^ht  of  inspecting  any  account  or  book 
or  document  of  the  corporation,  except  as  conferred  by  statute  or  authorized  by  the 
board  of  directors,  or  by  a  resolution  of  the  stockholders.''  What  are  the  special 
privileges  of  examination  that  are  conferred  by  statute  in  New  Jersey  f — A.  I  forget. 
I  do  not  pretend  to  retain  them.  I  never  testify  as  to  what  a  statute  contains  unless 
I  have  got  it  before  me;  certainly  where  you  have  to  examine  similar  statutes  and 
provisions  of  dift'erent  States. 

Q.  You  do  not  recollect  whether  the  New  Jersey  law  is  more  or  less  liberal  in  that 
particular  than  the  laws  of  the  State  of  New  York? — A.  I  do  not.  I  do  not  think 
that  that  was  the  point.  I  think  the  point  there  was  to  cut  off  all  the  right  except 
that  which  the  statute  gave,  and  not  leave  an  indefinite  common  law  or  equitable 
power  to  be  exercised,  which,  it  has  been  held  in  some  cases,  does  continue  in  addi- 
tion supplementary  to  the  statute.  It  is  very  difficult  for  an  administrative  officer, 
usually  a  clerk  not  of  high  class  who  has  charge  of  the  books,  to  know  whom  he  shall 
recognize  and  whom  he  shall  repel  when  a  request  is  made  for  an  examination  of 
his  books.  Certainly,  the  mere  idle  curiosity  of  a  volunteer  does  not  justify  the 
interruption  of  the  business  of  the  corporation,  while  most  respectful  attention 
should  be  given  to  anyone  who  has  a  real  interest.  My  theory,  and  I  think  the 
theory  of  most  corporation  lawyers,  is  that  i^  is  most  desirable  that  the  rights  should 
be  defined  in  something  that  can  be  read  so  that  ''he  who  runs  may  read;"  and  that 
is  the  purpose  of  that;  not  undertaking  to  affect  the  statute,  but  to  say,  "you  shall 
have  the  rights  that  are  given  you  by  statute  and  you  shall  have  no  otliers."  And 
that  is  permitted  bv  the  general  provisions  of  the  corporation  law  of  New  Jersey, 
permitting  the  articles  to  define  or  restrict  the  rights  of  stockholders. 

POWER  OP  THE  CORPORATION  TO  BUY  ITS  OWN  STOCK. 

Q.  There  is  a  further  provision  here  with  reference  to  the  powers  of  directors  in 
other  particulars  that  perhaps  you  can  explain  in  a  similar  way.  It  says  [reading] : 
"The  corporation  may  use  and  apply  its  surplus  earnings,  or  accumulated  profits 
authorizea  by  law  to  be  reserved,  to  the  purchase  or  acquisition  of  property,  and 
to  the  purchase  or  acquisition  of  its  own  capital  stock  from  time  to  time,  to  such 
extent  and  in  such  manner  and  upon  such  terms  as  its  board  of  directors  shall  deter- 
mine." Is  it  usual  to  make  a  provision  of  that  kind  that  a  company  may  purchase 
its  own  stock  ? — A.  No ;  it  is  not. 

Q.  Can  you  explain  wliy  f — A.  But  I  have  always  put  it  in  in  any  place  where  the 
law  permitted  me  to  do  it.  In  the  laws  of  the  State  of  New  York  there  has  been, 
though  1  do  not  suppose  it  survives  in  all  cases,  an  absolute  prohibition  against  a  cor- 
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poTfttidn  using  any  of  ite  own  Amds  for  the  pnrohase  of  its  oi^ital  stock  ;  but  I  hvm 
never  seen  in  reason  and  Jnstice  why  a  corponiion,  ont  of  its  sarplns,  mi^t  not  lie 
reducing  its  capital  stock.  Of  course,  it  is  entirely  imnroper  that  any  of  tiie  fimds  d 
the  corporation,  other  than  those  constituting  the  snrpiusy  should  be  paid  b*ek  to  tbe 
stockholders  under  a  guise  of  purchase  of  corporate  stock.  But  when  the  carpocstkn 
is  solvent  and  has  a  surplus,  I  can  see  no  good  reason  why  that  surplus  ahonld  not  be 
so  used.    It  was  intended  here  to  confer  tnis  right. 

Q.  To  give  the  directors  the  power,  if  they  faAd  a  large  sarplns,  to  use  it  in  tint 
way,  instead  of  allowing  it  to  remain  as  a  surplus!— A.  It  Is  simply  »  more  oodv«- 
nient  form  of  reducing  capital,  which  is  permitted  by  all  laws.  It  is  anoifaer  ftam 
of  doing  that. 

POWBR  or  THB  DIRSCnOItS  TO  DfCUASK  THXIK  NUICBKR. 

Q.  That  is  what  I  wished.  Is  it  usual  in  the  case  of  corporations  to  giTe  to  the 
directors  so  much  power  an  there  is  here  in  the  way  of  increasing  the  number  of 
directors  by  the  board  of  directors  itself  f  [Beadinff] :  ''The  number  of  direetora  at 
any  time  may  be  increased  by  vote  of  the  board  of  curectors,  and  in  case  of  any  soeh 
increase  the  board  of  directors  shall  have  power  to  elect  such  additional  directors, 
to  hold  office  until  the  next  meeting  of  stockholders,  or  until  their  saooeasors  shall 
be  elected.'' — A.  Well,  is  it  usual  f 

Q.  Yes. — ^A.  Yes,  with  those  corporations  properly  formed.  This  will  show  yoa 
exactly  what  is  net^ded. 

Q.  That  is  what  I  wish. — A.  You  start  a  corporation  and  it  is  exceedingly  imhaody 
at  the  outset  to  have  13  or  15  directors.  You  have  a  small  body,  say  3  directors, 
SA  in  this  case.  You  go  through  all  the  preliminary  work  and  estaolish  yonr  corpo- 
ration and  do  your  work  and  tnen  yon  want  to  complete  your  original  organ  izatioo. 
It  is  a  very  unwieldy  and  difficult  thing  to  call  together  a  stockholders'  meeting  in 
compliance  with  all  tbe  forms  of  law  for  tbe  purpose  of  an  increase.  But  if  yon  put 
in  such  a  provision  as  that,  your  directors  can  immediately  increase,  and  that  creates 
a  vacancy  which  the  directors  are  able  to  fill  until  the  next  annual  meeting.  Tlkst 
is  all  the  pur)>oee  of  that. 

Q.  The  purpose,  then,  is  really  to  provide  for  the  convenience  of  the  organiza- 
tion f — A.  At  the  outset.  If  it  operates  badlv  afterwards  the  stockholders  can  ordi- 
narily overcome  that.    It  is  a  mere  matter  of  oonyenience  for  organization. 

KOTHIKO  IS  UNDUE  THAT  IS  AGRBBD  TO— ABSOLUTE  FREEDOM  IS  BEST. 

Q.  And  in  yonr  judgment  it  does  not  in  any  way  limit  the  power  of  the  stoekhold- 
ers  theniselves  nndnlv  in  the  control  of  their  organization  f — A.  Well,  that  wofd 
^*  uiuiuly  "  is  the  word  that  troubles  me.  That  it  Rmits  them  I  have  no  doubt.  Bat 
it  is  a  mere  question  of  what  the  parties  choose  to  agree  to.  It  is  like  any  bai^in : 
two  parties  get  together  and  say,  **  We  will  do  this  and  this  under  these  conditions,*^ 
and,  naviug  entt^red  into  this  compact,  nothing  in  conformity  with  it  can  be  nnCsir; 
nothing  can  be  undue. 

Q.  If  you  will  permit  me  to  explain  the  purpose  of  a  question  of  that  kind.  The 
commission  wishes,  of  course,  to  find  ont  as  ftilly  as  it  can  the  effect  of  the  differeut 
laws  in  some  of  the  different  States  along  these  different  lines;  and  when  I  ask 
you  the  question  as  to  whether  this  gives  undue  ^ower  as  a^inst  the  stockholders, 
the  question  has  this  bearing:  In  your  judgment,  is.a  provision  of  law  of  this  kind 
wise  or  not  f  Is  it  best  to  put  so  much  power  in  the  hands  of  the  board  of  directors? 
Is  there  danger  of  its  being  abused f — A.  I  underst^pd  ^our  qnestion,  and  that  ?9 
where  I  come  to  the  greatest  of  all  judges  of  his  time.  Sir  George  Jessel,  who  says 
that  nothing  is  so  desirable  as  liberty  of  compact;  that  the  greatest  of  all  liberties 
is  the  liberty  of  compact.  Now,  there  is  no  such  thing  as  due  or  undue  amongst 
men  of  mature  mind  who  are  competent.  Give  them  absolute  freedom  of  compact. 
That  is  not,  I  say,  due  or  undue.  If  the  parties  want  to  make  a  corporation  of  that 
kind,  let  them  make  it.  It  does  not  do  anybody  any  hurt  except  themselves,  and 
**  Volenti  non  fit  injuria."  It  can  not  hurt  a  man  that  wants  to  do  it.  Therefore,  I 
say  affain  the  word  '* undue''  disturbs  me. 

Q.  Your  proposition  is,  as  a  lawyer,  that  it  is  wise  to  give  the  utmost  freedom  in 
all  matters  of  that  kind  f — A.  Absolutelv.  This  paternal  system  or  idea  is  at  the 
root  of  most  of  the  evils  that  underlie  wnat  the  public  complain  of  in  corporations. 
They  have  been  coddled  into  the  belief  that  when  they  deal  with  a  corporation  they 
have  got  to  have  some  kind  of  protection  and  may  rely  on  some  kind  of  protection 
that  they  do  not  invoke  in  their  dealings  with  individuals.  Erery  man  who  deals 
with  an  individual  inquires  as  to  his  credit  before  he  makes  up  his  mind  as  to 
whether  he  will  extend  to  him  the  facilities  of  his  credit  or  not ;  but  in  some  way,  when 
he  comes  to  the  same  man  organized  into  a  corporation,  then  he  is  taught  that  be 
can  rely  on  something  besides  the  credit  of  that  institution,  can  rely  on  a  report 
or  statement  it  makes,  which  is  fallacious.    He  may,  if  the  report  is  untme»  punish 
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that  mmi  criminally,  which  he  seldom  does;  bat  that  does  not  pay  him  for  the  cre<lit 
that  he  has  extended.  And  that  false  prop  and  delusive  support  upon  which  the 
public  are  invited  to  rely  by  many  of  these  laws  is  a  real  injniy,  in  my  honest  belief, 
and  is  not  any  benefit. 

THB  DUTY  OF  THE  TRUSTEJS  IS  UMITED  BT  THS  TRUST. 

Q.  (By  Mr.  C.  J.  Harris.)  The  tendency  in  all  this,  it  seems  to  me,  wonld  be  to 
give  the  directors,  as  was  said  here,  an  undue  power  in  relation  with  the  stockhold- 
ers. The  powers  of  the  stockholders  and  the  directors  of  a  corporation  are  not  on 
an  equality.  I  understand  that  the  directors  of  a  corporation  are  the  trustees  for 
the  corporation ;  they  have  the  whole  power  in  the  corporation  where  the  stock- 
holders have  not ;  and  for  the  sake  of  patting  them  on  an  eqaality,  they  should  be 
subjected  to  all  those  laws  which  are  specially  established  to  prevent  a  trustee  from 
doinff  wrong  to  those  whose  interests  are  intrusted  to  himf — A.  A  trustee,  as  I  under- 
stand it,  is  never  held  to  any  trust  other  than  that  created  by  the  instrument 
appointing  him. 

Q.  Yes. — A.  Therefore  the  question  is,  What  is  put  into  that  trastf  I  agree  with 
you  absolutely  that  a  director  must  be  absolutely  faithful  to  his  trust  and  fulfill  his 
truHt;  but  what  is  the  trastf  There  is  the  charter,  and  when  the  parties  came 
together  they  expressed  their  duties  and  powers  and  rights  th^re;  and  the  rights  of 
the  trustee  under  his  trusteeship  and  under  that  instrument  are  just  as  sacred  as  the 
rights  of  the  cestais  que  trustent;  the  one  is  just  as  sacred  as  the  other. 

LEGISLATION  CAN  NOT  MAKE  THE  WEAK  STRONG;  EXPERIENCE  MAY. 

Q.  I  do  not  question  that  from  the  legal  standpoint  that  may  be  trae ;  but  my 
idea  is  that  in  these  large  aggregations  of  capital  where  men,  women,  and  children 
are  holding  stock  the  stockholder  nowadays  may  need  a  little  more  protection  than 
you  seem  to  be  inclined  to  give  himf — A.  The  legislatare  can  not  ^ve  it  to  him,  nor 
can  you  or  I.  There  is  not  anything  yet  that  takes  incompetents, lunatics,  and  pau- 
pers and  makes  them  competent,  responsible  business  men.  You  can  not  do  it,  and 
you  have  got  to  trust  to  the  development  that  comes  from  the  experience  of  having 
your  property  at  risk.  Othello's  great  point  was,  *^  I  have  had  losses,  too,''  and  I 
wonla  not  give  anything  for  the  business  qualifications  of  a  man  who  has  not  had 
something  at  risk.  As  long  as  he  thinks  he  is  buoyed  up  by  some  life-preserver  he 
will  not  make  a  success,  nor  will  the  community  and  the  world  get  on  through  the 
efforts  of  that  kind  of  coddling. 

Q.  You  think  there  would  have  to  be  some  kind  of  legislation  other  than  that 
done  through  the  legislature  f — A.  Which  f 

Q.  What  we  are  trying  to  find  out  is  whether  there  is  any  demand  for  that  sort  of 
legislation  f — A.  Of  course,  you  have  asked  me  before  this  commission  not  alone  to 
testify  to  facts,  but  also  to  express  opinions.  I  have  these  opinions  with  great  posi- 
tiveness,  and  I  have  delivered  them,  I  hope,  with  courtesy — but  certainly  with  groat 
positiveness. 

DIRECTORS  GENERALLY  OWN  OR  REPRESENT  A  LARGE  MAJORITT  OF  STOCK. 

Q.  (By  Senator  Mallory.)  Do  yoa  think  now,  as  a  corporation  lawyer,  that  it  is 
good  policy  to  give  directors  of  corporations  power  to  increase  their  own  number 
without  consulting  the  stockholders f — ^A.  I  think  so. 

Q.  You  think  that  is  good  public  policy  f — A.  I  do,  for  the  reason  that  nine-tenths 
of  the  corporations  are  controlled  by  boards  of  directors  which  either  own  or  abso- 
lutoly  represent  a  large  majority  of  the  stock.  This  theory  that  there  is  a  large  body 
of  unknown  stockholders  that  have  got  particular  interests  that  they  want  to  con- 
trol and  can  not  do  it  because  they  are  fettered  by  a  board  of  directors  without  any 
substantial  interest  is  absolutely  fictitious.  The  interest  and  the  agonies  are  in  the 
board  of  directors,  and  they  are  not  in  the  stockholders.  When  it  comes  to  a  ques- 
tion of  financial  stress,  the  men  that  have  to  go  about  and  put  their  names  to  papers 
are  not  the  stockholders;  they  are  the  directors  that  put  their  backs  under  the  load 
and  their  fortunes  at  risk,  and  I  would  give  always — all  that  1  have  in  this  world  is 
in  the  form  of  corporate  investments — and  I  am  only  too  glad  to  put  it  at  the  risk 
of  men  who  are  directors  where  I  am  not,  for  I  am  a  director  in  very  few  companies. 

Q.  Well,  that  is  hardly  an  answer  to  the  question f — A.  It  is;  pardon  me,  I  should 
not  have  said  that  it  is,  Senator,  but  it  is  intended  to  be. 

LIBERTY  OP  CONTRACT— NOT  LIBERTY  OP  ACTION. 

Q.  The  only  point  I  want  to  get  at  is  your  view,  and  yon  seem  to  be  under  the 
impression  that  there  is  too  mnoh  law  restraining  the  liberty  of  action  of  the  gov- 
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eniiuf;  powera  of  eorporations.    I  think  yon  expressed  an  opinion  to  that  effeet?— 
lA.  Liberty  of  contract.     I  did  not  say  liberty  of  action — liberty  of  eontra*^t.  I 
I  w<»iiM  allow  the  corporations,  if  they  so  wished  it,  to  contract  there  ag:aiii.    I  weak 
have  it — If  I  may  illustrate  it.  pardon  me,  b^  a  story  of  John  Van  Bnfen.    Wh«tbi^ 
or;;ani/oil  the  Manhattan  Club  in  the  city  of  New  York,  he  put  all  thepowerB  in  t> 
btKiril  of  directors,  and  some  one  said  to  him,  '*  Why  do  yon  do  thisT     Up  at  tke 
Union  Clnb" — which  was  a  social  club  of  a  very  high  order — '*  they  do  not  do  that* 
He  said,  "They  are  different  clubs.     We  will  trust  the  body  up  there,  bat  we  Till 
not  down  here.      And  the  question,  after  all,  is  what  are  you  going  to  do  in  any  pv- 
ticular  body.    If  a  man  wants  to  contract  with  the  directors  and  protect  himisek.  1 
will  );ive  him  that  freedom,  and  I  will  say  that  in  the  absence  of  a  contract  exempli::^ 
the  board  of  directorH  from  limitation,  I  would  leave  them  under  general  limitatius» 
of  law. 

STOCK  BOOKS  BIIOVLD  BB  OPBN  TO  8TOCKHOLDKR8. 

Q.  (By  Mr.  Jrnks.)  As  regards  the  provisions  of  law  which  permit  stockholdeis 
to  examine  the  stock  books  of  corporations  at  any  time  so  that  thev  can  find  vho 
tlieir  associates  are,  the  amount  of  the  holdings  of  each  associate,  and  so  on,  do  y<tm 
f:ivorthat  kind  of  a  law  giving  that  privilege  to  Htockholdersf — A.  I  do^  certainlj. 
I  think  the  law  of  New  York,  which  I  assisted  in  framing,  has  that  provision — ^thas 
is,  that  every  stockholder  and  every  judgment  creditor  should  have  that  right. 

Q.  You  would  not  give  the  power  to  the  board  of  directors  to  refuse  to  permit 
stockholdern  to  examine  the  booksf — A.  No;  but  I  would  give  the  power  to  tbf 
board  of  directors  of  providing  a  convenient  hour.  Simply  say,  ''  You  mast  come  at 
stich  an  hour,  otherwise  the  books  can  not  be  examined'' — but  only  for  the  purpose 
of  convenience.  I  think  that  every  stockhol  der  and  every  Judgment  creditor  should 
have  the  right  of  knowiug  who  the  stockholders  of  a  corporation  are. 

DIKRC^ORS  UBNXRALLY  FAITHFUL,   IN  SPITE  OF  PRIVATB  INTBRBSTS. 

Q.  If  I  may  continue  for  a  moment  what  yon  were  saying  a  little  while  ago  as  te 
the  powers  of  the  board  of  directors — you  say  that  the  board  of  directors  represents 
regularly  the  interests  of  a  majority  of  the  stockholders  f — A.  Generally. 

<^.  Of  conrse,  that  is  true  so  far  wn  the  stockholding  is  concerned — very  frequently 
not  as  far  as  numbers  are  concerned,  usually  not.  Would  you  think  that  it  is  often 
the  case  that  half  a  dozen,  or  not  over  a  dozen,  leading  stockholuers,  who  hold  a 
majority  of  the  stock  among  them,  may  have  interests  opposed,  say,  to  a  thousand 
or  several  thousand  stockholders,  so  that  the  few  holding  a  majority,  who  thera- 
selves  are  probably  directors,  might  find  it  for  their  individual  interests  to  so  diretD 
the  atfairs  of  the  corporation  that  it  would  be  for  their  interest  and  not  for  the 
interest  of  the  majority  of  the  stockholders  in  number? — A.  That  is  conceivable. 

Q.  May  I  follow  that  up  a  little  further?  Is  it  particularly  uncommon  in  your 
Judgment? — A.  Oh,  no;  it  is  not  at  all  uncommon;  it  is  not  at  all  uncommon  ;  but  I 
nave  never,  in  a  case  where  I  have  been  called  in,  boon  conscious  that  that  power 
was  exerted  in  tliat  way.  I  think  that  I  have  seen  men  in  two  different  corpora- 
tions become  as  keen  on  one  side  as  they  were  on  the  other  when  they  passe-d  into 
different  boards. 

Q.  Do  yon  think  that  the  danger  is  one  that  would  call  for  any  limitation  by  law?— 
A.  1  do  not.  I  think  you  would  lose  on  the  other  side  what  you  might  gain  on  this. 
You  lose  eliiciency  of  action. 

LIABILITY  OF  STOCKHOLDERS  SHOULD  BB  ABOLISHBD. 

Q.  The  question  is  suggested  here  as  to  whether  you  would  abolish  the  limit  on 
the  liability  of  stockholders  that  we  have  in  most  States,  I  suppose;  the  limitatioD 
to  the  amount  of  capital  stock  held? — A.  I  would  put  into  every  constitution  what 
there  used  to  be  in  the  constitution  of  Kentucky  and  what  there  is  in  the  constitn- 
tion  of  West  Virginia,  that  there  should  be  no  liability.  Instead  of  abolishing  the 
limitation  or  increasing  the  liability,  I  would  abolish  the  liability. 

Q.  Will  you  explain  just  what  you  mean  by  that? — A.  It  is  not  a  question  of  publie 
policy  there ;  it  is  a  question  of  credit.  And  I  have  explained  that  I  would  drill  this 
into  every  man :  That  when  he  deals  with  a  corporation,  he  is  dealing  with  it  just  as 
he  deals  with  an  individual.  He  has  got  to  nnd  out  whether  that  corporation  is 
responsible ;  and  the  law,  the  common  law,  is  abundant  and  adeouate  to  provide 
remedies  for  a  man  who  makes  the  inquiries  and  who  is  told  untruly  at  the  time  of 
the  particular  transaction.  This  whole  question  of  individual  liability  has  been 
better  stated  by  Mr.  Morawetz  in  a  letter  he  wrote  me  at  one  time,  in  which  he  said 
that  it  was  ^'a  pitfall  for  the  unwary  and  a  windfall  for  the  undeaerving." 
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WHY  INCORPORATORS  GO  TO  NEW  JERSEY. 

Q.  (By  Mr.  Farquhar.)  Ib  it  a  fact  that  under  the  laws  of  the  State  of  New  Jersey 
a  good  deal  of  New  York  capital  and  Eastern  capital  has  gone  into  that  State  f — A. 
A  great  deal  of  New  York  capital  has  gone  into  the  State  of  New  Jersey,  and  the 
reasons  why  it  has  gone  there  have  heen  of  two  entirely  distinct  classes.  The  one 
concerns  the  qnestion  of  taxation.  The  taxation  of  corporations  in  New  Jersey  has 
been  less  than  that  in  New  York.  The  other  is  concerned  with  the  liabilities  and 
immunities  of  stockholders  and  directors  in  New  Jersey.  In  New  Jersey  there  is  no 
personal  liability  of  stockholders  in  addition  to  the  amount  paid  in  for  the  capi- 
tal stock ;  that  must  be  paid  in  full.  There  is  a  mistaken  idea  abroad  that  the  law  of 
New  Jerseypermits  stock  to  be  issued  as  fully  paid  when  it  is  not  folly  paid.  That 
is  not  so.  Tiie  law  of  New  Jersey  merely  declares  what  is  the  common  law  anyway 
and  has  been  so  interpreted  by  the  Court  of  Appeals  of  New  York,  that  the  judgment 
of  the  board  of  directors  exercised  in  good  faith  as  to  the  value  of  property  received 
for  stock — and  value  is  always  a  question  of  opinion  and  not  of  fact — is  conclusive, 
if  there  be  good  faith.  That  is  merely  the  common  law.  Another  is  the  general 
immunity  of  directors  from  statutory  liability.  Another,  and  quite  as  important  in 
most  cases,  is  that  in  New  Jersey  there  is  no  limitation  on  the  amount  of  indebted- 
'  ness  which  can  be  created  by  a  corporation  in  comparison  with  its  corporate  stock. 
In  many  States  the  la^v  says  that  you  shall  not  create  an  indebtedness  in  excess  of 
the  total  capital  stock.  That  is  not  prohibited  in  New  Jersey.  I  think  those  three 
particulars  of  the  New  Jersey  law  are  quite  as  agreeable  to  investors  or  to  proposing 
incorporators  as  the  comparative  immunity  from  taxation. 

PUBLICITY  FOR  COMPANIES  ORGANIZED  FOR  PUBLIC  WORK,  NOT  FOR  THOSE  IN  TRADE. 

Q.  Is  it  or  is  it  not  a  fact  that  the  corporation  law  of  the  State  of  New  Jersey  is 
Iramed  in  nearly  all  its  sections  to  safeguard  the  stockholders;  supremely  to  take 
care  of  the  company  as  an  organized  company ;  that  the  law  is  framed  for  the  benefit  of 
the  stockholder  of  the  company  and  for  the  company  itself  and  not  to  protect  the  pub- 
lic f — A.  If  I  understand  you,  it  is  this :  That  the  theory  of  New  Jersey  is  that  wliich 
is  reallv  the  theory  of  every  State  that  grants  a  corporate  charter,  namely,  that  it 
is  for  the  benefit  of  the  State  that  the  corporation  should  be  created.  Tliat  must  be 
the  theory  of  every  act  of  incorporation,  either  general  or  special;  that  the  State, 
having  invited  this  creature  to  oome  into  existence,  gives  it  a  chance  to  live. 

Q.  Now  comes  the  other  question.    From  all  your  associations  and  relations,  as  far 
as  the  public  know  and  this  commission  know,  you  have  not  been  associated,  either 
yon  or  those  who  have  financed  and  carried  on  these  operations,  in  what  is  com- 
monly called  stock  gambling.    Now,  would  you  state  how  it  is  possible  so  to  amend 
the  laws  of  New  Jersey,  or  any  other  State,  which  are  so  liberal  in  providing  for  com- 
pany organi^sing,  that  the  public  will  be  safeguarded  in  knowing  what  the  worth  of 
the  stocks  is,  their  intrinsic  value ;  that  there  may  bo  publicity  sufficient  to  show 
exactly  the  state  of  the  companies  in  their  financial  concerns!    In  other  words,  how 
far  should  the  laws  of  a  State  lend  publicity  to  the  whole  operations  of  every  com- 
.  pany  chartered  under  itf — ^A.  I  think  that  with  reference  to  companies  that  are 
'  organized  for  public  work,  like  insurance  companies  and  railway  companies,  that 
should  be  done.    I  think  that  to  put  that  obligation  upon  companies  engaged  in 
\  trade,  who  have  rivals  that  do  not  have  to  make  such  publications,  would  be  an 
unjust  discrimination;  and  there  is  no  reason  for  it  whatever,  if  you  are  going  to 

Eermit  corporations  to  engage  in  trade.    That  is  a  way  of  throttling  the  infant  uiat 
as  been  born  at  the  request  of  the  State. 

FAKE  COMPANIES  MAY  ORGANIZE  UNDER  ANY  LAW. 

Q.  Now  another  question.  Is  it  not  generally  known  in  New  York  City  and  all 
our  principal  cities  where  banking  and  brokerage  are  carried  on  that  there  are  in 
New  Jersey  possibly  one-fourth  of  the  chartered  companies  that  are  nothing  but 
fakes  and  wildcat  companies? — A.  I  do  not  know. 

Q.  Do  yon  take  it  from  public  reports,  I  mean  f — A.  I  never  pay  any  attention  to 
public  reports.  They  do  not  constitute  information ;  they  deal  with  impressions, 
when  you  treat  of  property  rights,  you  have  got  to  get  specific  information. 

Q.  Do  you  think  that  under  the  laws  of  New  Jersey  there  is  a  possibility  for  fake 
^  companies  to  be  chartered  and  impose  their  stock  on  the  public f — A.  Not  any  more 
'  than  there  is  under  the  laws  of  New  York  or  any  other  State.  That  often  happens. 
You  may  organize  a  company  and  put  in  $100,()(X)  or  $300,000,  as  was  done  under  the 
strict  laws  of  Massachusetts  in  the  Cape  Cod  Canal  Corporation,  and  it  is  an  improv- 
ident investment,  an  unwise  investment  of  capital,  and  it  is  gone  almost  immedi- 
ately— as  soon  as  it  is  put  in — and  yet  that  corporation  is  created  and  abundant  liti- 
gation has  ensued  under  that,  althoagh  it  was  as  honestly  organized  a  corpora- 
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tion  as  yon  ooald  make  under  thoee  atriot  laws.  In  other  worda,  the  qnestioiL 
always  come  back  to.  What  is  the  capital;  what  are  the  aaeete  of  the  partieiilar  cor- 
poration at  the  time  of  the  particular  transaction f  and  the  fisct  that  at  aome  timt 
or  other  it  had  as  much  money  as  its  capital  represents  is  of  no  eooaeqnenoe,  fsft  A 
all  may  have  been  lost ;  it  may  all  have  been  nnwisely  invested.  Take  »  eonanka- 
ons  instance  ander  the  law  of  New  Jersey,  the  corporation  that  was  formed  fis 
bnilding  the  Stevens  Battery,  which  General  McClellan  was  in  char;ge  of.  Then 
was  a  corporation  which  was  absolutely  of  no  conseqnenoe  when  it  got  through,  aid 
it  swallowed  up  millions  and  millions  by  unwise  investment. 

Q.  It  was  simply  a  scheme  to  make  money? — A.  No;  I  don't  aay  that.  My  poiat 
is  this,  that  nothing  is  more  illusive  and  delusive  than  the  idea  uiat  if  a  corpon- 
tion's  stock  be  only  paid  in  in  money  at  the  outset  it  is  therefore  better  off  than  eac 
that  has  issued  its  stock  for  proi^erty  that  could  not  be  converted  for  1  cent  oo  the 
dollar.  The  questiou  is  what  assets  the  corporation  has  got  at  the  time  of  the  par- 
ticular transaction,  and  that  can  be  ascertained  only  by  present  inquiry. 

▲  BKMKDY  FOR  STOCK  WATK&WO. 

Q.  (Bv  Senator  Maixort.)  Have  you  any  suggestions  to  offer  f — ^A..  I  had  only  one 
point  which  I  thought  proper.  1  have  not  obtained  information,  but  only  impres- 
sions, as  to  what  was  going  on  in  this  commission  trom  the  public  prints.  In  Janu- 
ary, 181^2,  a  report  was  made  by  a  committee,  of  which  I  was  a  member,  on  the 
questiou  of  corporations,  to  the  Bar  Association  of  New  York ;  and  the  third  proviaioa 
of  that  report  is  the  only  one,  I  think,  that  I  should  like  to  bring  before  &ia  con- 
mission  for  its  consideration.  As  it  is  addressed  to  a  subject  about  which  a  great 
deal  of  complaint  has  been  made,  namely,  stock  watering,  I  should  like  to  indicate 
a  remedy  or  relief  which  we  thought  was  desirable  [reacun|[] : 

''Third.  To  permit  the  formation  of  a  distinct  class  of  business  stock  corporatiaDS 
whose  capital  stock  may  be  issued  as  representing  proportional  parta  of  the  whole 
capital  without  any  nominal  or  money  value. 

''The  etl'ect  of  such  amendment  would  be  to  provide  for  the  measurement  of  the 
interest  or  shares  of  the  members  of  such  a  corporation  by  a  statement  of  propor- 
tion, as  in  case  of  th«  i>art  owners  of  a  ship,  and  not  by  an  arbitrary  aasignment  of 
money  value,  which  is  delusive  in  the  case  of  every  corporation  whose  capital  stock 
has  a  market  value  either  more  or  less  than  its  nominal  par  value. 

"Such  an  amendment,  though  somewhat  radical,  is  not  altogether  noveL  It 
embodies  a  principle  adopted  in  corporation  laws  in  Germany. 

"It  would  relieve  any  possibility  of  injury  to  the  public  ^m  misleading  repre- 
sentations as  to  the  money  value  of  corporate  stock,  and  would  also  relieve  from 
embarrassment  conscientious  corporate  officers  often  compelled  to  deal  with  legal 
fiction  as  to  which  they  have  no  personal  knowledge,  as  though  it  were  a  reality 
within  their  own  observation. ''  (Proceedings  of  New  York  State  Bar  Association, 
January,  1892,  p.  138.) 

Q.  (By  Mr.  Farquhar.)  Do  you  choose  to  amplify  that  in  any  way  further  than 
you  have  presented  itf — A.  I  think  that  states  the  case. 

PURPOSE  OF  ISSUIKO  LARGE  CAPITAL  STOCK. 

Q.  Will  you  state  the  circumstances  that  brought  this  about  f    How  many  were 
concerned  in  it  f — A.  That  was  never  acted  upon ;  it  was  merely  presented  as  a  report 
and  never  followed  up.    But  the  real  desire  of  corporate  management  of  stockhold- 
ers is  not  alwavs  fully  understood.    The  real  desire  of  the  issue  of  large  capital 
stock  is  generally  to  get  a  very  large  common  divisor  and  to  get  as  many  persons 
interest^  in  the  enterprise  as  may  be,  and  the  nominal  amount  of  each  share  is  of 
very  slight  consequence.    You  will  see  $100,000,000  of  stock  issued  and  the  next 
day  after  it  goes  on  the  stock  exchange  it  sells  for  from  $10  to  $12  a  share.     Nobody 
supposes  that  stock  is  worth  $100,000,000.    The  total  stock  is  only  worth  $10,000,000 
to  the  public  at  large,  if  it  expressed  its  opinion  about  it,  and  its  par  value  becomee 
immediately  a  fiction.    On  the  other  hand,  the  Central  Trust  Company  stock  of  New 
York,  say,  sells  at  $1,500.    That  is  just  as  much  a  fiction;  it  is  just  as  fictitious  to 
say  tnat  it  is  $100  stock  as  it  was  in  the  other  case  to  say  that  the  $13  stock  was  $100 
stock.    No  one  deals  with  reference  to  par;  they  all  deal  with  reference  to  the  fact. 
Now,  as  the  fact  in  many  of  these  cases  is  obscured  by  this  assignment  of  a  nominal 
or  par  value,  under  this  theorv  of  freedom  of  contract,  I  would  permit  a  corpo- 
ration to  say,  ''Here  are  our  snares;  we  have  so  manv  shares  and  you  have  such 
a  proportion  of  the  property,  be  it  worth  more  or  less."    Then  dividends  need 
not  be  made  by  per  cent,  out  as  they  are  in  the  case  of  mining  companies — so  mach 
a  share— and  there  would  be  no  one  deceived,  and  ever^  purpose  would  be  aocom- 
plished  that  I  can  think  of  that  is  desired  by  the  creafion  of  these  large  nomiDal 
capitals. 
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RAILROAD  RBORQAXIZATIONS   CAUSED  BY  REDUCTION  OF  RATES,  NOT  liY  OVERCAP- 

ITAUZATION. 

Q.  (By  Mr.  C.  J.  Harris.)  Have  yoa  been  connected  with  the  legal  part  of  the 
organization  of  some  railroads  in  this  country  f — A.  I  have. 

Q.  Can  you  name  some  of  them  to  the  commission  f — A.  The  Richmond  Terminal, 
now  constituting  the  Southern  Railway,  the  Northern  Pacific,  the  Reading,  the  Erie, 
the  Memphis  and  Charleston,  the  Hocking  Valley,  and  the  Detroit,  Bay  City  and 
Alpena,  now  the  Detroit  and  Mackinac. 

Q.  Any  others? — A.  There  are  others,  but  I  do  not  now  recall  them;  those  are 
what  come  to  me  now. 

Q.  I  do  not  know  exactly  how  far  yon  are  connected  with  the  business  portion  of 
those  reorganizations:  I  suppose  mostly  with  the  legal  questions f — A.  Entirely  with 
the  legal;  1  have  nothing  to  do  with,  and  I  have  paid  no  attention  to,  the  business 
part. 

Q.  Why  are  these  reorganizations  made,  as  a  general  thing;  what  are  the  reasons? 

On  account  of  their  bankruptcy,  or  failure  in  ousiness  to  a. certain  extent,  as  they 

were  organized  before  you  took  hold  of  them? — A.  In  every  case  it  was  the  inability 

^of  the  corporation  to  earn  its  fixed  charges;  not  the  question  of  dividends,  but  fixed 

;  charges.    It  made  promises  to  pay  which  it  could  not  keep:  foreclobure  was  immi* 

'  nent,  and  it  was  necessary  to  make  some  arrangement  by  wnich  the  interest  in  the 

property  could  be  preserved. 

Q.  Was  this  in  some  cases  from  a  lack  of  ready  capital,  or  was  it  geueraily  from  a 

certain  mismanagement  or  lack  of  business  capacity  f — A.  I  should  say  it  came  from 

.a  lack  of  income  resulting  from  the  ruinous  reduction  of  rates,  partly  by  legislation 

i  and  partly  by  the  foolish  competition  of  railroads  with  each  other.    If  the  rates  in 

'  this  coantry  were  a  fraction  of  a  per  cent  higher,  no  one  of  these  companies  that  I 

have  mentioned  need  have  gone  into  bankruptcy. 

Q.  What  was  the  state  of  their  capitalization?  That  is  what  I  want  to  get  at 
generally.  Are  they  generally  overcapitalized? — A.  In  none  of  these  cases — now  I 
am  speaKing  of  facts — did  share  capital  have  anything  to  do  with  it,  or  money.  They 
had  created  a  bonded  debt  for  the  money  l^hey  had  borrowed  and  could  not  pav.  It 
was  money,  dollar  for  dollar.  Take  for  instance  a  fair  sample,  the  Richmond  Ter- 
minal. Its  stock  declined  to  a  fraction  of  1  per  cent  on  the  aollar.  It  did  not  make 
any  difference  what  its  share  capital  was;  it  disappeared;  this  body  of  share  capital 
was  wiped  out. 

PRINCIPAL  OFTEN  INCREASED — ^ANNUAL  CHARGES  ALWAYS  DIMINISHED. 

Q.  In  these  reorganizations,  for  instance,  this  you  have  just  mentioned,  was  the 
capitalization,  bonds  and  stock,  under  the  reorganization  greater  or  less  than  it 
was  before  yon  took  hold  of  itf — A.  In  some  cases  they  were  more  and  in  some  cases 
they  were  less.  It  was  inteuded  generally  for  the  purpose  of  inducing  those  who 
had  been  interested  before  to  make  fresh  contributions  of  cash,  which  was  necessary. 
That  was  always  the  real  case.  I  do  not  think  that  more  than  three  of  those  corpo- 
rations received  less  than  $20,000,000  to  $25,000,000  of  new  cash  to  help  it  along  and 
to  start  it  anew.  To  get  those  contributions  in  cash  it  was  necessary  to  make  con- 
cessions, and  in  some  instances  the  capitalization,  if  you  so  choose,  the  bonds  and 
stock — I  call  the  stock  only  the  capitalization — was  greater  than  it  was  before.  But 
this  was  for  the  reason  that  the  old  bonds  would  bear  various  rates  of  interest,  run- 
ning from  6  to  8  per  cent.  In  every  instance  the  new  bonds  have  been  as  low  as  5 
per  cent,  and  they  have  gone  down  to  3  per  cent:  and  as  compensation  for  that 
reduction  of  interest,  the  nominal  amount  of  bonds  would  be  larger.  In  every  case 
the  annual  charge,  the  fixed  charge,  has  been  very  much  smaller.    And  that  is  the 

I  whole  point  of  the  reorganization,  to  get  a  smaller  annual  charge. 

f  Q.  You  have  stopped  the  high-priced  bonds  and  got  lower  ones? — A.  The  high- 
interest  bonds.  And  to  do  that  you  have  got  to  make  concessions.  People  would 
say,  **  I  will  take  4  per  cent  where  I  otherwise  would  be  getting  6  per  cent,  if  you 
will  make  it  up  to  what  is  equivalent  to  5  per  cent  by  giving  me  a  larger  amount  of 
princ^al."    That  is  what  it  comes  to. 

Q.  You  speak  of  some  of  these  roads  that  have  been  reorganized  during  the  last 
6  years— that  is,  during  the  period  of  dull  times,  we  mi^ht  say.  Now,  if  they  will 
not  earn  enough  to  pay  their  expenses,  how  does  the  magic  of  reorganization  enable 
them  to  go  on  as  they  have  done  and  pay  not  only  expenses,  but,  I  think,  also  inter- 
est on  the  bonds? — A.  I  did  not  say  tney  do  not  pay  expenses.  Every  one  of  those 
roads  paid  its  operating  expenses,  but  none  of  them  paid  its  fixed  charges. 

OTHER  GAINS  BY  REORGANIZATION. 

Q.  On  the  bonds  ?--A.  It  came  down  to  a  point  at  which  these  old  bonds  were  certain 
to  pay;  then  we  ascertained  an  indefinite  amount,  the  intennediate,  and  reduced  to 

83a ^62 
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that.  That  is  j  ast  the  process :  and  there  are  rety  few  of  those  roads  tii»t  ti>-day  vsald 
pay  interest  on  the  bonded  deot  as  it  existed  beforo  leorsanixation.  liien,  tvootibs 
things  have  happened — three  other  things.  First,  yoa  Eaye  eot  these  contribirtMi 
of  cash  which  I  have  spoken  of,  which  carried  off  a  lot  of  floating  debt;  next,  i^ 
of  these  mortgages — and  that  is  very  important — ^provided  for  a  reserve  fBnd  e 
bonds  which  may  be  issued  ordinarily  at  a  rate  not  exoeeding  one  millioai  or  ask- 
lion  and  a  half  a  year,  nay,  for  20  years,  to  provide  for  these  constant  demands  sfn 
a  railroad  which  are  necessary  to  be  met  and  which  it  can  not  meet  ont  of  itscs- 
rent  earnings,  and  which  go  to  the  betterment  of  the  property.  That  was  thereL 
cause  of  the  breaking  of  the  railroads  in  this  country  in  1893.  It  was  the  cause  d 
the  panic  in  181)3.  At  the  time  of  the  Barins  failure  in  1893  it  was  eonapiitrd  tkst 
there  were  over  $250,000,000  of  the  floating  debt  of  the  railroad  oomDanies  of  ik^ 
country  to  be  funded  and  bein|(  pressed  for  payment.  Now,  to-day,  uiey  have  g^ 
credit ;  they  have  got  a  breathing  spell ;  they  have  got  ahea4l.  I  do  not  b^eve  one 
of  these  reorganized  railroaiis  has  a  dollar  of  floating  debt  to-day. 

HIGH  ABILITY  OF  RAILROAD  MANAGXRS. 

Q.  In  this  system  of  combinations  of  railroads,  what  can  yon  state,  if  anythis|^ 
about  the  character  of  the  men  who  are  placed  in  charge;  have  yon  not  a  rather  raon 
skillful  professional  clnaa  of  railroad  men  than  under  the  old  system  f — A.  The  rail' 
roads  have  never  been  mo  well  otlicere<l  as  they  are  to-day.  The  railroad  manaecs 
of  this  country — I  am  not  testifying  about  personal  characteristics,  hot  simply  as  & 
business  matter— the  railroad  managers  of  this  country  represent  the  highest  clsft 
of  management  of  any  kind  of  business  of  any  government  in  the  whole  world  to-dat. 
in  my  Judj^rment.  I  do  not  mean  great  statesmen,  but  the  thing  we  have  in  mind 
It  is  one  of  the  groatent  credits  to  America  that  it  can  exhibit  such  a  body  of  men  tt 
our  railroad  managerH  to-day. 

Q.  I  was  speaking  of  their  professional  qualifications  as  such,  and  the  leascm  I 
asked  that  Ih:  Hus  not  that  been  a  very  important  item  in  the  apparent  sncoeescf 
these  organ izatiousf — ^A.  In  one  Bense  it  has,  bnt  the  most  of  these  gentlemen  wen 
connected  with  road-s  prior  to  1893— prior  to  these  failnres;  but  they  did  nothsff 
the  opportunity  to  work  that  they  have  now.  They  were  harassed  by  |^he  pressiu 
necessities  of  tne  roads  and  tiuancial  necessities,  and  could  not  show  what  the  char^ 
acter  of  the  management  was. 

ABSOLUTE  PUBLICITY  FOR  RAILROAD  COMPANIES;   NOT  FOR  TRADING   COMPAXIXS. 

Q.  (By  Mr.  Kennedy.)  Yon  have  expressed  yourself  in  favor  of  pnblioity  of  iht 
aft'airs  of  the  railroads? — A.  Absolutely ;  that,  I  think,  can  not  be  made  too  strong. 

Q.  (liy  Mr.  C.  J.  Harris.)  That  is  a  question  that  has  been  brought  np  here  a  great 
deal  in  regard  to  the  railroads,  whether  there  should  be,  as  in  the  case  of  natiooal 
bankH,  someHuch  public  investigation  and  certification  to  their  records  as  that  toshov 
that  they  were,  in  the  first  place,  not  false,  and,  in  the  second  place,  that  they  were 
fnlly  and  correctly  made.  Have  yon  any  idea  in  regard  to  thatf — A.  I  think  that  ii 
entirely  reasonable.  You  will  understand,  when  I  answered  the  qne»st ion  before,! 
was  referring  merely  to  the  control  of  competition— those  engaged  iu  competitica 
with  traders  who  did  not  have  to  make  these  disclosures.  The  moment  yoa  corns  U 
this  class  of  corporations  publicity  is  absolutely  desirable. 

SUBMIT  POOLING   CONTRACTS  TO  A  COURT  OF  LIFE  JUDGES. 

Q.  (By  Senator  Mallory.)  Yon  wonld  be  willing  to  give  to  the  railroad  oorpon- 
tions  the  same  wide  latitude  of  contract  araon^  themselves  that  yoa  woald  givet9 
the  mercantile  and  ordinary  private  corporations? — A.  I  would  not  j^ive  the  same; 
I  can  not  tell  you  why,  because  I  nave  not  thought  that  out,  but  I  should  want  to 
couHider  it.  The  comparative  monopoly  of  any  railroad  in  any  particular  plac^  or  is 
some  particular  place  may  call  for  a  diHorent  rule  than  with  reference  to  the  ordinary 
corporatiouH. 

Q.  Wouldyon,  with  your  knowledge  of  the  railroad  business A.  I  will  say  this. - 

I  would  give  all  railroads  a  ri^^ht  to  make  any  corporate  contract  that  they  choo^ 
with  each  other,  provided  that  the  contract  must  be  submitted  to  the  Interstate 
Commerce  Commission  which  we  have  in  this  country,  and  should  be  subject  to 
annulment  by  the  Interstate  Commerce  Commission  for  reason  to  be  asaij^ed. 

Q.  Now,  to  come  8])ecilically  to  a  case;  some  years  ago  the  House  of  Kepreeenta- 
tives  was  asked  to  pass  a  bill  permitting  railroad  corporations  to  pool  their  traffic, 
to  make  pooling  contracts^  validating  pooling  contracts  when  made,  and  the  difficulty 
that  seemed  to  intervene  to  prevent  the  success  of  the  movement  arose  out  of  the 
restraint  which  was  sought  to  be  imposed  through  the  Interstate  Commerce  Com- 
mission upon  the  formation  of  this  pooling  business.    A  large  number  of  gentlenea 
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in  Congress  favoTod  the  idea  of  allowing  the  Interstate  Commerce  Commission  to 
have  a  veto  absolute  on  the  contract;  that  the  advocates  of  the  railroad  side  of  the 
question  wonld  not  listen  to.  They  were  willing  to  have  power  vested  in  the  Inter- 
state Commerce  Commission  to  disapprove  the  contract,  but  to  let  that  contract  go 
into  effect  and  be  operative  until  some  power  above  the  Interstate  Commerce  Com- 
mission— a  court  probably — should  sustain  the  Interstate  Commerce  Commission ;  in 
that  case  the  contract  was  not  to  be  in  effect.  In  other  words,  the  railroads  were 
apprehensive  that  the  Interstate  Commerce  Commission  would  arbitrarily  interfere 
sometimes  and  prevent  them  from  getting  the  benefit  of  a  reasonable  rate.  Now, 
there  is  a  movement  in  that  direction  again,  I  think  very  apparent,  upon  that  point 
of  givinff  the  Interstate  Commerce  Commission,  or  some  other  body,  absolute  power 
to  say,  l£is  thing  shall  not  go  into  effect,  and  stop  it  there.  What  would  be  your 
opinion  f — ^A.  I  wonld  allow  the  power  of  contract,  and  I  would  let  that  contract 
continue  nntil  disapproved  by  the  Interstate  Commerce  Commission  or  such  other 
body  as  you  niisht  name,  for  reason.  And  I  wonld  then  have  it  continued  nntil  the 
reasonableness  had  been  tested  by  the  courts.  In  other  words,  I  should  be  glad  to 
see  the  system  they  have  in  England.  If  you  could  get  a  system  of  life  judges,  such 
as  they  have  there,  constituting  a  court  on  this  question,  I  would  leave  it  to  that 
court  absolutely. 

Q.  Turn  the  Interstate  Commerce  Commission  into  a  court  f — A.  Provided  they 
were  appointed  for  life. 

Q.  (By  Mr.  C.  J.  Harris.)  Wonld  they  not  get  pretty  arbitrarv  if  appointed  for 
lifef — A.  They  do  not  in  England;  it  has  been  running  there  for  40  years  and  there 
is  no  complaint  at  all,  and  ori^nally  there  wad  more  turbulence  than  we  have.  Eng- 
land is  so  small,  it  has  a  smaller  mileage  and  all  these  points  are  close  together,  and 
they  had  tremendous  difficulty ;  but  they  have  had  no  opposition  and  no  trouble, 
and  I  do  not  see  why  we  should  be  floundering  alons  on  tniB  side.  But  to  pass  over 
the  greatest  amount  of  property  in  this  county  to  tne  decision  for  its  existence  of  a 
board  which  is  subject  to  political  determination  every  four  years  is  simply  to  kill 
your  greatest  property  in  this  country.  You  give  these  powers  to  the  Interstate 
Commerce  Commission  and  you  will  never  have  another  i*residential  election  on  the 
silver  question  or  anything  else.  It  will  be  on  the  subject  of  which  can  gr&h  the 
railroads.    You  are  entirely  changing  our  system  of  government  when  you  ao  it. 

IF  TFIBRE  WERE  ANY  UNREASONABLE  RATES,  THERE    8HOUIJ>  BE  SUMMARY  POWER 

TO  ABOUSH  THEM. 

Q.  Take  these  4  railroads  in  pooling— A,  B,  C,  and  D.  In  their  pool,  of  course, 
they  agree  upon  a  certain  line  of  rates  with  regard  to  all  sorts  of  things.  Now,  they 
agree  upon  tnat,  and  if  A  does  not  keep  the  agreement  none  of  these  others  have 
any  legal  hold  upon  him.  Now,  we  can  easily  see  why  that  is  an  injustice  to  the 
railroads. — A.  To  which  is  it  uivinst;  to  the  one  who  aoes  not  keep  his  bargain  or 
the  others  who  dot 

Q.  The  others  who  do. — A.  To  that  I  agree. 

Q.  That  is  a  contract  to  be  carried  out  among  the  railroads  as  among  others,  unless 
against  public  policy.  Now,  of  course,  the  thing  we  have  in  mind  in  our  inauiries 
hero  is,  where  will  the  shippers  or  general  public  come  inf  If  this  pool  makes  an 
unreasonable  rate  and  the  law  permits  them  to  sustain  that  contract,  then  the  general 
shipping  public  is  at  a  disadvantage ;  and  the  proposition  is  that  the  Interstate  Com- 
merce Commission  should  come  in  and  say  whether  those  rates  are  right  or  not.  If 
thoy  are  fair  and  reasonable,  then  your  (Sontract  between  railroads  is  just  as  good  as 
between  yon  and  me  or  any  others. — A.  I  never  heard  any  railroad  men  ever  object 
to  that  particular  proposition  yon  are  now  mentioning;  nor  would  I.  I  think  the 
power  to  determine  whether  a  rate  is  reasonable  or  unreasonable  is  now  lodged  in  the 
Interstate  Commerce  Commission,  and  should  continue  there.  It  is  not  the  point  of 
difference.  .The  Interstate  Commerce  Commission  wants  the  power  to  make  a  rate; 
not  to  declare  a  given  rate  unreasonable,  but  to  make  a  rate,  and  that  is  the  real  stress. 
Of  course,  if  there  are  any  unreasonable  rates  in  this  country  there  should  be  a  posi- 
tive and  summary  power  to  abolish  those  rates ;  but  now  when  you  come  to  the  other 
question  as  to  the  agreement  to  make  reasonable  rates,  not  to  make  unreasonable 
rates,  I  do  not  see  why  that  agreement  should  not  continue  until  the  Interstate  Com- 
merce Commission  or  the  other  body  should  have  been  sustained  by  the  courts;  but 
as  to  the  unreasonable  rates,  I  do  not  say  for  a  minute  that  such  an  agreement  should 
prevail. 

BUT  THERE  ARE  NO  UNREASONABLE  RATES. 

Q.  (By  Senator  Mallory.)  As  the  practical  working  of  the  interstate-commeroe 
law  is  exhibited  to  us  now,  that  would  practically  amount  to  the  railroads  fixing 
their  own  rates  for  a  number  of  years?— A.  Perhaps,  Senator,  you  have  heard  of 
unreasonable  rates  somewhere;  I  do  not  hear  of  any  complaint  anywhere  over  the 
country. 
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Q.  The  testimony  Ir  that  there  are  no  onreaaonable  ratee  to  speak  of  now.— L 
Those  have  all  diHappeared. 

Q.  The  point  is,  it  is  a  fact  that  we  ean  not  get  a  derision  on  an  app«^  froa  tk 
Interstate)  Coiniiierce  Commission  inside  of  2,  3,  or  4  years. — A.  Therefore  I  do  &C4 
think  this  gn^at  property,  the  greatent  property  of  this  country,  ahoiild  be  expotr4 
to  the  injury  that  reAults  from  that  delay.  I  think  it  is  a  gxemt  deal  better  to  wait 
a  little  longer  to  get  the  c^nestion  decided  for  them.  We  are  dealing  with  that  a 
which  the  country  Uvea — its  industry. 

MAKE  TUB   1NTKU8TATK  COM  MERCK   COMMISSION  A  COURT,  WITH   UFK  TESVVM. 

Q.  My  inquiry  was  made  to  elicit  a  snggestion,  if  poHsible,  of  any  way  of  expedit- 
ing this  thing.  No  one  wants  to  take  advantage  of  the  raiiroafls.  If  the  IntecBxaK 
Commerce  ComniiHsion  should  decide  u^juBtly^  it  would  be  declared  an  onjost  deri- 
sion and  the  railroads  should  be  viudicatt^d,  and  vice  versa.  But  the  g^reat  diffieolty 
with  anything  of  that  kind  in  the  tremendons  delay. — A.  I  have  endeavored  to  make 
a  suggestion.  My  suggestion  would  be  to  make  the  Interstate  Commerce  Comnls- 
sion  a  judicial  bmly ;  out  I  want  to  put  in  a  caveat  there,  subject  to  coustitotioBal 
ditliculticH;  there  is  a  serious  matter  there.  Even  if  it  required  a  eonstitutioaal 
amend  men  t,  I  would  make  the  Interstate  Commerce  Commission  a  judicial  bodj. 
appoiuting  it8  officers  for  life;  and  I  would  let  that  body  determine;  and  thenyec 
have  a  judicial  determination,  and  it  wonld  not  expose  ns  t-o  the  delay  yon  Iutb 
mentioned,  and  I  think  everybody  would  agree  to  that. 

Q.  (By  Mr.  C.  J.  Harkis.)  That  would  involve  that  all  of  the  meml>ers  of  the 
commiHsion  Khoiildl>e  lawyers  f — A.  Not  necessarily;  not  at  all.  I  think  they  would 
all  have  to  have,  or  should  have,  the  judicial  attribute  of  judicial  fairne?«. 

THE   UNK   DKTWEKN  PUBUC  AN1>  PRIVATE  CORPORATIONS. 

(^.  Yon  made  a  distinction  some  time  ago  between  public  and  private  oori>oratioBi, 
and  intimated  that  the  railroads,  telegraphs,  and  corporations  of  that  kind  were 

Eublic  and  that  all  manufacturing  corporations  were  private;  the  suj^^eetion  ha« 
een  made  manv  times  here  that  a  corporation,  such  as  the  American  Sugar  Ri^finiiiS 
Company,  whicli  I  have  taken  as  a  special  example,  that  manufactures  about  90  pe: 
cent  of  the  output  of  sugar,  according  t>o  the  testimony  j^iven  here,  so  affecti^  the 
interests  of  the  public  that  it  should  be  considered  a  public  corporation.  The  eom* 
petition  against  that  is  no  more  vigorous,  it  is  suggested,  than  the  competition  agsio^ 
railroads  and  telegraphs,  and  therefore  any  restraints  put  on  railroads  might  vejj 
pro]>erly  apply  to  any  manufacturing  company  that  controls  so  large  a  proportion  oi 
the  manufacture  in  any  one  line  as  that,  for  example.  Can  you  draw  the  line  sharply 
between  public  and  private  corporations? — A.  I  think  I  can.  I  think  the  AmericsB 
Sugar  Ketining  Company  is  not  a  public  corporation.  At  the  trust  conference  1  eae 
it  reported  that  Professor  Clark,  of  Columbia,  said  that  combinations  might  ded 
with  the  competition  of  all  the  mills  that  were  built,  but  can  not  deal  with  theeins- 
petition  of  the  unbuilt  mills.  Notwithstanding  Mr.  Havemeyer's  ^^reater  famiUaritr 
with  the  matter,  I  venture  to  say  Mr.  Arbucklo  will  '*cut  some  ice"  if  he  has  nofi 
done  it  yet,  and  you  will  lind  that  if  the  American  Sugar  Refining  Company  dot^ 
not  kec))  down  the  price  of  it^  commodity  to  a  reasonable  point,  Mr.  Arbuckle  will 
lind  great  succeHH  in  that  de])artnient  of  his  industry.  The  natural  law  will  worl 
better  than  the  interference  of  positive  legislation. 

RIVALRY   II KT WEEN   CORPORATIONS  AND   INDIVIDUALS. 

Q.  With  reference  to  the  degree  of  publicity  that  should  be  given  to  acorporstioD 
like  the  American  Sugar  Ketining  Company.  I  understood  you  to  say  that  mach 
publicity  would  be  unfair  on  account  of  the  fact  that  it  would  have  rivals  whoee 
affairs  would  not  be  made  public.  What  would  you  say  if  there  was  a  general  Uv 
providing  that  all  cor])oration8  should  be  given  an  equal  degree  of  supervision;  it 
would  not  bo  unjust  then? — A.  1  am  not  speaking  of  rivalry  between  corporationa, 
but  between  coritorations  and  individuals  engaged  in  the  same  business. 

Q.  You  think  it  would  be  impossible  to  exercise  the  supervision  over  the  iiidi- 
yidualf— A.  You  could  not  do  that;  you  have  no  ri^ht  to  do  that.  If  a  man  is  not 
violating  the  law  you  can  not  inquire  how  he  is  investing  his  property  here  and 
there,  and  that  is  all  that  inquiry  means.  You  do  not  go  and  call  on  a  person  and 
ask  how  hia  health  is ;  but  what  they  owe,  what  they  have,  and  how  they  made  it 

THK  DEVELOPMENT  OF  BUSINESS  WILL  BREAK  ALL  FXTTBBS. 

Q.  Do  you  think  if  at  the  present  time  there  were  such  rigid  laws  it  would  drive 
capital  out  of  the  corporate  form  into  the  hands  of  men  acting  as  partners  or  privst^ 
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individnalsf — ^A.  I  do  not  know  that  it  would.  I  am  not  equal  in  ingenuity  to  the 
task  of  determining  how  the  positive  growth  and  development  of  husiness  is  going 
to  meet  the  embarrassments  and  fetters  which  legislators  are  trying  to  put  on  it,  but 
it  will.  It  will  come  in  some  way  or  other  no  matter  how  many  embarrassments  are 
put  upon  it;  it  will  come  in  time. 

NATIONAL  INCORPORATION  LAW   UNDESIRABLE. 

Q.  (By  Mr.  Farquhar.)  There  is  some  testimony  before  this  commission  looking 
for  a  remedy  in  the  corporation  laws  of  the  States,  where  in  so  many  States  it  is 
impossible  to  attain  uniformity,  and  the  suggestion  has  been  made  and  somewhat 
of  an  argument  made  before  this  commission  that  a  national  incorporation  law 
ought  to  DO  passed  for  the  regulation  of  all  manufacturing  and  other  companies 
engaged  in  interstate  commerce;  have  you  any  views  on  a  question  of  that  kindf — 
A.  I  have,  very  decided. 

Q.  We  should  like  to  hear  them. — A.  It  is  an  unnecessary  law  and  therefore  a 
harmful  one;  that  is  my  judgment;  it  would  be  a  harmful  one. 

Q.  Would  it  be  your  opinion  that  Congress  had  the  power  under  the  Constitu- 
tion f — A.  Under  the  present  Constitution  1  do  not  think  it  has  the  power  at  all, 
except  as  to  the  matters  pertaining  to  interstate  commerce.  How  far  the  courts 
may  go  in  extending  that  term  I  do  not  know. 

Q.  Do  you  think  it  would  come  under  the  general- welfare  clause  of  the  Consti- 
tution f — A.  I  do  not  understand  that  the  general- welfare  clause — notwithstanding 
the  great  Chief  Justice  Marshall — confers  any  independent  grant  of  power.  I  think 
the  general  welfare  is  the  purpose  for  which  the  express  powers  are  to  be  administered. 

Q.  But  there  is  no  positive  authority  conferred  on  Congress  to  frame  laws  cover- 
ing  A.  Not  independent,  because  if  that  were  so,  we  should  not  need  any  other 

Constitution.  If  Congress  were  to  be  the  judge  of  the  general  welfare  that  would 
end  it.  You  might  as  well  say,  in  the  first  place, ''Congress  is  hereby  created  to 
legislate  for  the  general  welfare  of  the  public/'  and  stop  there.  That  would  be  all  of 
your  Constitution. 

ADVANTAGES  OF  CORPORATE  ORGANIZATION. 

If  the  commission  will  permit  me,  I  think  perhaps  it  is  proper  that  I  should  call 
your  attention  to  what  I  tnink  is  the  best  statement  of  the  purpose  of  a  corporation 
m  this  country.  It  is  found  in  Mr.  Cook's  treatise  on  the  law  of^corporations  having 
a  capital  stock  (4th  ed.),  volume  1,  page  21,  ^  6,  as  follows: 

"  In  large  enterprises  the  partnership  has  been  found  to  be  clumsy,  dangerous,  and 
insufficient.  If  unsuccessful,  it  brings  ruin  upon  all  of  its  members,  because  each 
partner  is  liable  absolutely  for  all  debts.  Any  member  may  bind  the  firm  by  his 
contract,  and  each  one  has  an  equal  voice  in  deciding  its  policy.  Its  capital  and 
credit,  and  consequently  its  amount  of  business,  are  limited  necessarily  bvthe  capi- 
tal and  credit  of  a  very  few  men — the  members  themselves.  The  death  of  a  member 
or  the  transfer  of  his  interest  dissolves  the  firm.  Any  member  may  arbitrarily 
cause  a  dissolution  at  any  time,  and  the  insolvency  of  a  member  renders  the  partner- 
ship property  subject  to  levy  of  execution  for  his  debt.  Upon  the  death  of  a  part- 
ner the  surviving  partners  have  the  sole  charge  of  winding  up  the  business,  and  the 
executor  of  the  deceased  partner  is  not  allowed  to  come  in.  A  partner  may  with- 
draw his  money  only  at  a  sacrifice  or  by  long  and  expensive  proceedings.  He  can 
not  conveniently  sell  his  interest  or  borrow  money  upon  it.  New  partners  can  not 
readily  or  safely  be  admitted. 

/     ''The  partnership  is  restricted  in  its  capital,  dangerous  in  its  liabilities,  naitow in 
'  its  exclusion  of  new  members,  too  free  in  its  mode  of  making  contracts,  and  too  con- 
'  tracted  in  its  opportunities  for  withdrawal.    It  is  becoming  obsolete  as  a  mode  of 
doing  business  on  a  large  scale. 

''In  a  corporation  all  this  is  changed.  The  members  are  not  liable  for  the  debt<s. 
The  amount  already  invested  may  be  lost,  but  the  private  fortunes  of  the  stock- 
holders are  not  involved.  The  business  is  done  and  contracts  made  not  by  all,  but 
by  a  select  few  called  directors.  A  large  capital  is  creat-ed  by  the  union  of  funds 
firom  many  sources.  A  person  may  safely  invest  in  many  enterprises  and  yet  not 
take  part  in  the  management  nor  watch  the  business  of  any  one  of  them.  The  lead- 
ing spirit  in  an  enterprise  may  hold  a  majority  of  the  stock  and  may  admit  asso- 
ciates, employees,  or  strangers  as  holders  of  a  minority  of  the  stock,  and  yet  he  will 
retain  the  management  as  though  he  were  the  single  owner  of  the  concern.  Persons 
may  easily  buy  into  or  retire  f^om  the  enterprise.  Dissolution  is  not  brought  about 
by  the  death  or  withdrawal  or  dissatisfaction  of  a  stockholder.  The  insolvency  of 
a  stockholder  does  not  affect  the  business  of  the  corporation.  Upon  the  death  of  a 
stockholder  his  executor  votes  his  stock  aud  has  a  voice  in  the  continuation  of  the 
business.    A  stockholder  may  sell  or  pledge  his  interest  readily  and  intelligibly  by 
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m  certain  kind;  the  IHinoU  Steel  Company  may  at  the  aune  time  desire  to  eeD  this 
very  claae  of  steel ;  the  lesult  is  that  toe  management  of  the  Federal  Steel  CompaiT 
hrings  about  that  sale  or  purchase  or  pats  the  officers  of  the  different  companim  a 
close  toaeby  so  that  the  sale  is  made  to  the  best  advantage  of  botl&.  That  is  only  ose 
illustration  of  the  yarious  kinds  of  bosini 


XACH  CON8TITUXNT  COMPAITY  MANAGKD  INI>BPKKDKKTL,T. 

Q.  As  a  matter  of  fact,  the  bnsiness  of  each  of  these  separate  companies  is  manae*^ 
entirely  independently ;  the  Illinois  Steel  Company  would  sell  directly,  aa  an  entir»lj 
independent  ooncom,  any  of  its  products  to  the  Lorain  Steel  Company  f — A.  GeBer- 
ally,  yes;  each  one  looking  out  for  its  own  interest  as  much  as  if  the  ownership  «f 
the  capital  stock  was  in  entirely  different  hands. 

Q.  Why  should  they  look  out  for  their  own  interests  in  that  way  as  much  as  if  tbf 
stock  were  in  different  hands f  Why  would  it  not  be  advantaffeons  for  the  Illln  'S 
Steel  Company  to  8(>11  at  a  relatively  low  rate  to  the  Lorain  Company,  if  they  an 
ffoiii^  to  uiare  in  the  profits f — A.  The  Illinois  Company  has  no  intereat  in  the 
Lorain  Company  any  more  than  if  it  were  an  independent  company,  owned  b; 
other  persons.  Each  company  is  oeeking  to  make  the  yery  best  reoora  it  can  for 
itnelf. 

Q.  As  I  understand  yoti,  the  stockholders  of  one  are  the  stockholders  of  tk 
other f — A.  That  Ih  true;  but  that  has  no  inllnence  whateyer  on  the  management  m 
thi)  different  companies.  I  am  frequently  calleil  upon  myself  to  settle  disputeftor 
differenceH  arising  between  the  different  companies. 

(^  The  IllinoiH  Steel  Company  and  the  Lorain  Steel  Company  are  pnrchasen  of 
iron  ore  of  the  Minnesota  Iron  Company  f — A.  The  Minnesota  Iron  Company  ^Isi 
large  proportion  of  its  product  to  the  Illinois  and  the  Lorain  steel  companies;  doc 
<]uit4'  hall,  perhaps. 

Q.  T>o  tney  buy  all  their  ore  from  this  company f^A.  No;  the  Illinois  Steel  Com- 
pany bay8  more  outside  ore  than  it  buys  from  the  Minnesota  Iron  Company,  for  the 
reason  that  the  Minnesota  Iron  Company  mines  a  yery  high  grade  of  ore — the  rerj 
1ie«t  Bessemer  ore— and  the  Illinois  Steel  Company  can  take  a  part  of  that  Bessemer 
ore  and  mix  it  with  cheaper  ores  purchased  outside  and  produce  a  good  qualitj  of 
iron.  On  the  other  hand,  the  Minnesota  Company  can  sell  its  proportion  of  hij^h«r 
grade  ore  to  outside  parties  at  a  higher  price;  and  the  location  of  oree,  which  det^- 
mines  freight  rates^  also  has  au  influence  on  this  question. 

RAILROAD  AND   SHIPPING   INTBRKST8. 

Q.  Is  the  ore  shipped  entirely  in  the  yeasels  belonging  to  the  company  f — ^A.  N«t 
entirely.  The  carriage  capacity  of  the^e  vesselH  is  about  2,000,000  tons.  The  Minne- 
sota Iron  (Company  will  probably  produce  next  year  more  than  3,500,000  tons  of  ore. 
The  Dulnth  and  Iron  Kauge  Kailroad  Company  will  carry  more  than  4,500,000  tvitf 
of  ore  next  year. 

THK  CONSTITUENT  COMPANIKfi  PROTECT  BACH  OTHER. 

Q.  Yon  say  the  diiVerent  companies  are  managed  entirely  independently,  but  there 
is  what  YOU  might  call  a  commnnity  of  knowledge  between  them  as  t>o  the  relative 
want.H  o^  one  another f — A.  It  comes  to  them  through  the  Federal  Steel  Company 
lari;cly. 

Q.  Would  that  knowledge  be  rendered  so  efficient,  that  one  of  these  companies— 
say  the  IllinoiH  Steel  Company — w^onld  not  be  allowed  to  suffer  from  the  lack  of  ore, 
becaime  it  would  be  assured  of  getting  its  ore  at  all  times  from  the  Minneaota  IroD 
Com])auyf — A.  Both  are  protected;  the  Illinois  Steel  Company  is  protected  by  the 
fact  that  it  may  get  all  its  requirements  from  the  Minnesota  Iron  Company,  and  tbe 
MinneHota  Iron  Company  is  protected,  on  the  other  hand,  by  the  fact  that  it  may 
secure  customers  in  the  Lorain  and  the  Illinois  Steel  Company. 

Q.  So  the  officers  of  the  Federal  Steel  Company,  by  furnishing  information  from 
time  to  time  to  these  companieo,  may  be  assured  that  all  the  plants  are  kept  running 
to  the  bcvst  advantage? — A.  If  the  companies  need  ore  it  is  furnished  them. 

Q.  So  long  as  it  is  more  for  their  adyantage  to  sell  any  part  to  outside  parties  it 
is  done;  but  that  would  never  go  so  far  as  to  stop  work  for  some  one  of  these  com- 
panies on  account  of  lack  of  material  f — A.  No. 

DIFFUSION  OF  KNOWLEDGE. 

Q.  You  have  mentioned  these  two  sorts  of  economy — the  saving  in  administration 
and  saving  through  uoeuracy  of  information  as  to  the  business.  Do  you  reoolleet 
any  other  sorts  of  economy  you  make  with  this  organization? — ^A.  In  uie  number  of 
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offices;  in  the  methods  of  doing  business.  For  instance,  I  do  not  care  what  plant 
one  goes  into,  there  are  beneficial  features  in  that  plant  that  are  not  in  other  plants. 
In  talking  with  any  expert  in  any  branch  of  the  business,  information  is  received 
that  will  be  benencial  if  applied  or  given  to  an  official  perhaps  very  remotely 
located;  and^  of  course,  the  effort  is  to  utilize  to  the  very  best  advantage  every- 
thing that  is  a  benefit  in  any  particular  plant,  or  any  ideas  or  knowledge  or  infor- 
mation that  one  person  has  that  another  has  not. 

PBR  GBNT  OF  TOTAL  PRODUCT  MADE   BY  THE  FEDEKAL  STEEL  COMPANY. 

Q.  You  have  said  the  Federal  Steel  Company  in  no  one  of  its  lines  of  activity  had 
anything  like  a  monopoly  of  the  product  of  the  country.  Could  you  tell  us  the  per- 
centage of  the  output  m  some  of  these  lines — say  the  line  of  steel  rails— that  the  Fed- 
eral Steel  Company  has  through  its  companies  f— A.  The  Illinois  Steel  Company 
produces  about  33  per  cent--30  £er  cent— of  the  steel  rails  that  are  produced  in  this 
country.  .    .  --  - 

Q.  With  reference  to  girder  rails  used  by  the  street  railways,  about  how  much  of 
the  output  of  that  product  do  you  control? — A.  Excuse  me  for  intermpting  you. 
The  Illinois  Steel  Companv,  I  should  like  to  say,  is  also  the  owner  of  large  coke 
works  in  Pennsylvania,  and  produces  a  very  large  quantity  of  coke.  It  will  produce 
next  year  about  1,500,000  or  1,600,000  tons  of  coke,  I  think. 

Q.  Could  you  tell  about  what  percentage  that  is  of  the  total  production  of  the 
country  f — A.  I  do  not  think  lean;  I  am  inclined  to  think  you  are  better  posted 
than  I  with  reference  to  the  total  production  of  pig  iron.  But  if  you  know  what  that 
is  exactly,  I  can  ffive  you  items  from  which  you  can  get  the  desired  information. 
The  Illinois  Steel  Company  and  the  Lorain  Steel  Company  probably  will  produce 
next  year  about  2,000,000  tons  of  pig  iron,  possibly  a  little  more.  I  presume  the 
total  production  of  pig  iron  next  year  will  be  at  least  14,000,000  or  15,000,000  tons ; 
perhaps  you  know  better  than  I.  It  probably  requires,  as  a  near  enough  estimate, 
about  1  ton  of  coke  for  1  ton  of  pig  iron:  therefore,  if  the  total  production  of  coke 
next  year  will  be  15,000,000  tons,  it  will  be  easy  to  ascertain  what  percentage  of 
coke  the  Illinois  Steel  Company  will  produce. 

• 

NFLUENCE  OF  THE  FEDERAL  STEEL  COMPANY  OVER  THE  CONSTITUENT  COMPANIES. 


Q.  (By  Mr.  Kennedy.)  Is  this  arrangement  you  speak  of,  between  the  Lorain 
Steel  Company  and  the  Illinois  Steel  Company  and  the  Minnesota  Iron  Company,  by 
which  the  Lorain  and  Illinois  steel  companies  are  assured  of  raw  material  all  the 
time  and  the  Minnesota  Iron  Company  is  assured  that  they  will  take  its  product, 
an  arrangement  by  contract  between  themf — A.  There  is  no  arrangement  of  any 
kind  between  these  companies,  directly  or  indirectly,  expressly  or  imi>liedly^  or 
tacitly.  The  Federal  Steel  Company,  of  course,  is  aware  of  the  requirements  of  the 
Illinois  Steel  Company,  and  has  more  or  less  influence  on  the  action  of  the  officers 
of  the  different  companies;  and  if  the  Illinois  Steel  Company  is  desirous  of  pur- 
chasing iron  ore  it  purchases  it  from  the  Minnesota  Iron  Company  direct.  It  gets  it 
just  as  cheaply  as  it  can,  and  the  Minnesota  Iron  Company  gets  iuHt  as  large  a  price 
as  it  can.  They  deal  at  arm's  length  between  themselves.  Of  course  the  officials 
or  the  management  of  the  Federal  Steel  Company  know  the  situation  and  have  an 
influence  in  bringing  these  parties  together,  saying  to  one  or  the  other,  "Perhaps  you 
had  better  do  so  and  so;''  but  there  is  no  understanding  between  these  companies. 

Q.  Can  the  Federal  Steel  Company  direct  them  to  do  so  and  sof— A.  In  the  same 
way  as  you,  as  the  principal  stockholder  of  any  corporation,  would  direct  the  affairs 
jof  that  company,  and  no  other.  For  instance,  I  have  no  doubt  some  very  large 
stockholders  of  the  New  York  Central  Railroad  Company  who  are  not  on  the  direc- 
tory influence  the  management  of  the  company,  and  yet  technically  they  have 
nouiing  whatever  to  say  about  it. 

Q.  If  it  should  come  to  pass  that  other  steel  companies  than  these  two  offered  the 
Minnesota  Iron  Company  a  higher  price  for  its  raw  product  than  these  companies 
could  afford  to  pay,  what  would  be  the  result f — A.  The  Minnesota  company  would 
sell  to  the  highest  bidder. 

Q.  And  these  two  constituent  companies  of  the  Federal  Steel  Company  would  be 
lett  in  the  lurch  f — ^A.  They  would  shift  for  themselves. 

DOES  NOT  TRY  TO   RESTRICT  COMPETITION. 

Q.  (By  Mr.  Farquhar.)  Could  you  give  this  commission  the  reasons  that  impelled 
the  owners  of  these  various  properties  to  form  this  Federal  Steel  Company,  so  long 
as  they  have  no  immediate  cooperating  features  in  their  business?  Was  it  a  stock 
company  simply  to  get  the  stock  together  and  keep  down  competition,  or  whatf — 
A.  1  have  endeavored  to  give  in  a  slight  degree  some  of  the  benefits  that  have  been 
derived.    It  was  for  the  purpose  of  taking  advaotage  of  these  benefits,  I  think.    It 
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wn«  iu  no  inBtaDce  intended  to  keep  down  competition.  There  mjb  no  po— Ibk  wmt 
in  which  the  Federal  Steel  Company  or  any  of  its  constituent  oomfManias  ecNiId  kecf 
down  com]»etition  if  it  desired.  It  is  in  the  field;  it  is  an  open  basiness  fi^talltiw 
time.  Our  company  has  never  attempted  to  buy  the  oapitiu  stock  of  Any  compaakt 
for  the  purpose  of  getting  these  companies  oat  of  the  o<MnpetitiYe  field.  It  is  oo4 
our  plan  at  ail.  The  plan  is  to  hare  a  knowledge  of  the  whole  bosinenSy  and  to  hsT« 
control  of  the  companies  who  do  the  bnsiness  Arom  the  beginning  to  ^be  end,  so  tltal 
if  thero  is  any  protit  in  any  lino,  in  any  part  of  thin  line  of  basinefla,  -wc  shall  haf« 
the  l»enetit  of  it. 

METHOD  OP   ORGANIZATION— •eA«(TA>I'IZip>10^. 

Q.  Was  it  an  original  purchase  when  this  Federal  Steel  Company  gat  the  8t4>ck  of 
all  these  companies  or  the  properties  of  all  these  companies f — A.  No;  the  Federal 
8teel  Company  mailo  an  arrangement  with  J.  P.  Morgan  A  Co.  whereby  J,  P.  Morjcaa 
Sl  Co.  agreed  on  their  ))art  to  deliver  to  the  Federal  Steel  Company  the  stock,  or  the 
minority  of  the  capital  stock,  of  these  different  companies  on  a  certain  basiay  and  tiw 
Federal  Steel  Company  on  its  part  agreed  when  the  stock  was  delivered  to  give  in 
exchange  for  it  the  stock  of  the  Fed<*ral  Steel  Company.    Now,  perhaps  in  that  con- 
nection I  could  make  a  little  plainer  >»'hat  Mr.  Stetson  intended  to  say,  if  yon  care 
to  have  me.    Perhaps  I  am  more  familiar  with  the  transaction  than  be  is  in  sooif 
rcHpects.     Mr.  Stetson  was  the  counsi'l  of  J.  P.  Morgan  &.  Co.,  and  they  were  the 
managers  of  a  syndicate,  so  called.    I  am  not  quite  so  familiar  with  that  branch  sf 
the  buHinesH  as' Mr.  Stetson,  but  I  am  more  familiar  with  the  valne  of  thes«>  prop- 
erties which  the  Federal  Steel  Company  was  interested  in.     The  Federal   Steel 
Company  has  an  authorized  capital  stock  of  $200,000,000— $100,000,000  preferred 
and  $100,000,000  common.    The  amount  of  capital  stock  actually  iasned  is  about 
$53,0()0,0(M)  of  preferred  stock  and  about  $46,000,000  of  common  stock,  mskin^  aboat 
$99,000,000  i.sMued— a  little  more  than  that,  but  not  quite  $100,000,000.     The  actual 
book  value  of  the  plants  and  properties,  not  including  the  cash,  of  these  constituent 
companies,  was  about  $-15, 000,000;  the  cash  on  hand  which  these  companies  had  was 
about  $10,000,000— making  $55,000,000.    There  was  an  increase  in  the  valne  of  these 
properties,  bein;;  largely  in  lands,  amounting  to  about  $30,000,000 — a  little  more  than 
$:50,(H)0,000,  say  $3 1,(X)(),0(H)— making  a  total  of  $86,000,000,  which  was  estimsted  to  be 
the  actual  value  of  the  properties  of  these  couHtituent  companies.    Now,  the  Federal 
Steel  Company  said  to  J.  P.  Morgan  &  Co.,  If  you  will  give  us  the  stock  of  these 
companies,  and  with  it  $14,075,000  in  money,  making  $100,000,000  in  all,  we  will  give 
yon  $100,000,000  of  the  capital  stock  of  the  Federal  Steel  Company~-$53,000,000  in 
preferred  and  $46,000,000  in  common.    Then  J.  P.  Morgan  A  Co.  entered  into  an 
arranuemeut  >vith — I  am  not  quite  so  familiar  with  that  perhaps,  but  an  arrani^e- 
ment  >vith  the  syndicate,  whereby  the  syndicate  agreed  to  furnish  such  part  of 
this  $14,075,000  an  was  not  furnished  by  the  stockholders  of  the  oonstitaent  com- 
panies.    Then  J.  T*.  Morgan  &  Co.  gave  to  the  stockholders  of  these  constituent 
companies  the  privilege  of  bringing  to  them  their  stock,  together  with  their  propor- 
tion of  cash,  and  receiving  in  exchange  stock  of  the  Federal  Steel  Company,  which 
J.  P.  Morgan  &  Co.  received  from  the  Federal  Steel  Company.    Now,  in  making  that 
trade,  the  Federal  St4>el  Company  issued  its  stock  and  obtained  in  exchange  $14,075,- 
000  in  cash,  besides  the  stock  of  these  constituent  companies,  which  represented 
property  of  the  value  of  about  $85,000,000  or  $86,000,000,  including  about  $10,000,000 
in  cash.    The  stockholders  of  the  constituent  companies  received  for  their  stock — 
and  by  the  payment  in  cash,  in  the  case  of  the  Illinois  Steel  Company,  of  $20  in 
money  with  each  share  of  stock,  and  in  the  case  of  the  Minnesota  Iron  Company, 
of  $27.10  in  money  with  each  share  of  stock,  and  in  the  case  of  the  Elgin,  Joliet 
and  Fustem  Railroad  Company,  of  $17.50  with  each  share  of  stock — ^the  stock  of 
the  Federal  Steel  Company,  about  1  share  of  preferred  and  about  eight-tenths  of 
a  share  of  common.    In  making  this  exchange  and  doing  this  bnsiness  J.  P.  Morgan 
&  Co.  made  a  profit  of  about  $200,000;  I  will  not  be  exact;  they  paid  all  the 
expenses,  including  about  $40,000  for  incorporation  fees  to  the  State  of  New  Jersey. 
So  that,  you  see,  in  the  case  of  the  Federal  Steel  Company — not  comparing  it  witii 
any  other  company,  but  with  companies  generally,  perhaps,  or  at  least  with  some 
other  companies  not  necessary  to  mention  by  name — the  Federal  Steel  Company 
instead  of  issuing  for  each  $100  one  share  of  preferred  and  one  share  of  common,  or 
a  little  more  of  the  common,  to  the  syndicate  managers  or  promoters,  issued  only  a 
sufficient  amount  of  preferred  and  common  stock  of  the  company  to  make  up  actually 
the  value,  what  was  considered  to  be  the  actual  yalne,  of  the  property  of  the  oon- 
stituent  companies;  and  instead  of  issuing  a  lot  of  surplus  common  stock  iasned 
only  about  eight-tenths,  or  80  per  cent,  of  common  stock-— common  stock  e<|aal  to 
about  80  per  cent  of  the  preferred  stock.    Instead  of  paying  a  yery  large  price  for 
promotion  fees  or  whatever  it  may  be  called,  it  paid  practically  nothing;  compara- 
tively a  small  sum. 

Q.  (By  Mr.  Jenks.)  You  mean  this  contract  with  J.  P.  Morgan  &  Co.  was  such 
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1;hat  J.  P.  Morgan  A,  Co.  reoeiyed  something  like  two  or  three  handred  thoasand 
dollars  profit  m  their  trade f — A.  Not  that  for  promotion  purposes;  they  paid  a 
large  snm,  of  course,  for  expenses. 

THE  CAPITAL  STOCK   BBPRRSEMTS  THE  ACTUAL   VALUE  OF  THE  PROPERTIES. 

Q.  There  was  one  point  not  quite  clear;  you  said  there  were,  on  the  whole,  about 
$45,000,000  book  values,  $10,000,000  in  cash,  and  then  $31,000,000,  you  said,  increase. 
That  $31,000,000  is  not  clearly  brought  out.     Why  did  not  that  appear  on  the  books 
in  the  accounting f — A.  Let  me  give  you  some  illustrations:  The  Illinois  Steel  Com- 
pany had  coal  property  in  Pennsylvania—Oonnellsville  coal  property.    It  was  on 
the  books  at  just  what  it  cost.    There  was  one  particular  tract  of  1,132  acres  esti- 
mated to  be  worth  about  $500  an  acre.     That  has  recently  been  sold  for  about 
$1,000  an  acre — that  is  one   piece.     The  Illinois  Steel  Company  had  one  iron 
mine   that  cost  with  improvements  about  $75,000;  they  have  just  been  offered 
$600,000,  all  cash.     The  Illinois  Steel  Company  has  in  the  neighborhood  of  858 
acres  of  land  within  the  city  limits  of  Chicago  that  cost  a  nominal  sum  compared 
^nrith  its  present  value.    The  Illinois  Steel  Company  has  not  made  money  doing  busi- 
ness.    It  has  done  business  at  a  loss  too  long;  but  it  has  made  considerable  money 
by  the  fact  that  it  has  owned  property  which  has  been  increasing  rapidly  in  value. 
The  Minnesota  Iron  Company  has  one  mine  that  we  estimated  at  the  time  of  this 
organization  to  contain  about  25.000,000  tons  of  ore;  on  a  basis  of  25,000,000  tons  of 
ore,  there  was  a  value  in  it  over  and  above  its  cost  of,  say,  $10,000,000  or  $15,000,000. 
As  a  matter  of  fact,  our  recent  investigations  have  shown  us  that  there  is  at  least 
75,000,000  tons  of  ore  in  sight.    That  is  only  one  of  a  number  of  pieces.    That  applies 
to  a  great  many  different  cases  of  increase  in  the  value  of  property. 

Q.  You  had  these  different  properties  examined  by  experts  and  an  estimate  put  on 
them ;  the  book  accounts  examined  also  by  experts ;  and  then,  as  regards  this  surplus 
increase,  that  was  added  by  these  experts  wno  were  making  the  valuation ;  so  the 
capitalization,  as  you  have  put  It  in  here,  was  all  on  the  basis  of  their  estimate  of  the 
cash  value,  plus  the  cash  in  hand f— A.  That  is  riffht.  Different  examinations  were 
made  for  this  reason :  in  the  first  place,  the  Federal  Steel  Company  was  desirous  of  so 
organizing  the  company  that  no  more  should  be  paid  for  the  properties  than  they  were 
worth,  naturalljr;  in  the  second  place,  the  stockholders  of  the  other  companies  were 
offered  the  privilege  of  exchanging  their  old  stock  for  new  stock  in  the  Federal  Steel 
Company.  Now,  when  tliey  took  stock  in  the  Federal  Steel  Company  they  not  only 
got  the  benefit  of  the  property  of  their  own  company,  but  were  advantaged  by  the 
disadvantage  of  the  other  companies ;  and  they  were  jealous  of  one  another,  and 
each  one  examined  very  carefully  by  committees,  the  properties  of  the  other  com- 
panies.   It  was  good-natured  antagonism. 

THE  CONTRACTS  WERE  PUBLIC. 

Q.  In  the  case  of  these  different  companies  that  went  into  the  Federal  Steel  Com- 
pany there  was  absolute  publicity  among  the  different  companies  as  to  the  amounts 
paid  for  the  properties  of  the  other  compauiesf — A.  Absolutely  so. 

Q.  This  contract  made  with  J.  P.  Morgan  &  Co.,  the  nature  of  the  contract — that 
was  public?— A.  Yes. 

Q.  So  that  the  contract  between  the  Federal  Steel  Company  and  J.  P.  Morgan  & 
Co.  was  known  to  all  the  stockholders,  and  practically  open  to  the  public  f — A.  Yes. 

Q.  (By  Mr.  Kennedy.)  Then,  Morgan  <&  Co.  and  the  Federal  Steel  Company 
acquired  these  properties? — A.  No;  the  Federal  Steel  Company  acquired  all  the 
stock — the  capital  stock.  First  J.  P.  Morgun  <&  Co.  acquired  the  capital  stock  of 
these  constituent  companies,  and  then  the  Federal  Steel  Company  acquired  the  stock 
of  these  companies  from  J.  P.  Morgan  <&  Co. 

Q.  (By  Mr.  Jenks.)  You  say  this  matter  was  entirely  public;  perhaps  you  can 
furnish  us  with  these  contracts,  so  we  can  make  it  perfectly  definite? — ^A«  I  tnink  so.^ 

'  [Federal  Steel  Company  with  J.  P.  Morgan  &  Co.,  syndicate  managera— Agreement— Dated  September 


AN  AGREEMENT  made  thie  Qth  day  of  September,  1898,  by  and  between  Federal  Steel  Gompaoy 


Whereas  the  steel  company  has  been  organized  with  an  authorized  capital  of  $200,000,000,  of  which 
one-half  is  6  per  cent  noncamulative  preferred  stock  and  one-half  Is  common  stock,  as  shown  by  the 
certificate  of  incorporation  of  the  steel  company,  which  was  recorded  in  Hadson  Connty,  N.  J.,  on  the  0th 
day  of  September.  1898,  of  which  stock  there  have  been  issaed  30  shares  of  common  stock  of  the  par 
Tamo  of  IIOU  each  for  $3,000  in  cash ;  and 

Whereas,  as  hereinafter  staU^d.  the  steel  company  desires,  by  means  of  an  iaane  of  its  oapit«l  stock, 
to  pnichaae  or  to  acquire  oertain  property  neceasary  for  the  business  of  the  steel  company,  and  to  pur> 
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CAN  CONTROL  CONSTITURNT  COMPANIES  THROUGH  THX  ELBCTIO^   OF   DIRBCTOS&. 

Q.   I  wish  to  ffo  back  again  to  the  cinestion  BUggeeted  bj  Mr.  Kennedy  ft  l:it> 
while  ago  as  to  toe  relations  existing  between  the  Federal  Steel  Company  aadths 
oouMtttuent  companies.    The  Federal  Steel  Company  owns  all   the  stock  of  ikm 
different  companies;  the  Federal  Steel  Company  then,  of  coarse,  directs  or  mi^ 
the  election  of  the  directors  of  each  one  of  these  difl'erent  compaiuee.     It  doesekd 
directors  in  these  different  companies? — A.  Well,  of  course,  it   i»  a  sloekboUe. 
That  is  practically  the  effect;  that  would  be  the  result  in  the  case  of  a  contest   Ai 
a  matter  of  fact,  one  share  of  stock  is  kept  in  the  hands  of  each  director  of  tk 
different  companies;  that  has  to  be  done  under  the  laws.    They  will  elect  tlieir  oti 
directors;  we  do  not  have  to  be  preneiit. 

Q.  Simply  in  case  of  a  coutOMt  you  would  control  f — A.  Of  coarse,  we  woold  conin^ 

EACH   CONKTITUKNT  COMPANY  LOOKS  OUT   FOR  ITSELF. 

Q.  I  wish  to  go  back  to  the  example  suggeHted  a  little  while  ago.  If  the  Mixme- 
sota  Iron  Company  could  make  a  better  contract  with  an  outsider  than  it  coaldwitli 
the  Illinois  Steel  Company,  as  you  said,  it  would  sell  to  the  outsider ? — A.  Tiot 
would  not  be  the  result.  You  8e<^  what  the  practical  result  wonld  be.  AssamiDf 
that  the  Illinois  Steel  Company  offered  $2.50  for  ore,  and  the  outside*'  offered  $2.^, 
the  MinneAota  Iron  Company  wonld  say  to  the  IllinoiH  Steel  Company,  yon  must  pay 
$2.(>0,  and  the  Illinois  Steel  Company  would  be  forced  to  pay  that  price  rather  than 
shut  down  its  mill;  that  would  be  the  practical  effect. 


chAA«  or  to  a4'quiro  the  ])rop«rty  or  stock  of  certain  oomranies  owning,  mining,  manuAictariiig.  aai 
pro4liicing  lualeriHlM  iieceHaary  for  the  buRin(<>H8  of  the  ntcei  company :  and 

WhiM-f;u4,  after  i-aret'iil  iuveaiijiation  and  appraiHement,  the  board  of  directors  of  the  steel  compos^ 
have  B8('(!>rtaiiie<i,  ad,j lulled,  and  ucti^rmimMl  tliai  the  value  of  the  property*  and  stock,  ao  to  be  aoqiurra 
is  eqii:4l  at  leaMt  to  the  ])ar  valiio  of  tho  ntoek  of  the  steel  company  to  be  iMued  therefor;  and 

When'as.  in  order  to  oltUtin  such  property  and  such  stock  for  the  neoessar}*  purposes  of  it?  eor?»- 
rate  buHiuf^ss,  the  sti'el  coiiipany  has  cle.sire<l,  and  now  deemu  it  important,  to  secare  the  as^istazic^ 
and  rooiM>ration  of  J.  P.  Mor<{an  Sc  Co.,  bankers,  of  the  city  of  New  York,  who,  upon  the  terms  0^ 
this  ngn^cment.  have  rcnden^d  their  assistance  to  the  undertaking,  and  have  consented  to  endeavor 
to  form  a  syndicate  to  provide  ^14,075,000  in  money,  for  the  purposes  of  the  steel  company,  and  t* 
enablo  it  to  acquiro  t  he  prttperty  and  the  stock  of  certain  other  companies  hereinafter  set  forth :  Boi 

Whereas  J.  V.  Mortfati  vV  ('o.  have  aided  and  are  willing  to  continue  to  aid  the  steel  company  br  t^** 
formation  of  such  a  m\  ndieulc  for  such  purposes,  but  only  upon  condition  that  a  contract  'be  nuwle  is 
the  terms  hereof;  and 

WhenMiH  the  outHtandinj;  capital  stock  of  the  Minnesota  Iron  Company  consists  of  165,000  sharca 
of  the  par  value  of  $1(K)  each;  Illinois  Steel  Company  consists  of  186.506.35  shares,  of  the  par  valu^o/ 
$100  oneh;  Elgin,  Joliet  and  Eastern  Kailway  Company  consists  of  60,000  shares,  of  the  par  valiMof 
$100  each: 

Now,  therefore,  in  consideration  of  the  premises  and  of  the  sum  of  $10  to  it  in  hand  paid  by  Measn 
J.  1*.  Mor<;ftn  6c  ('o.,  the  receipt  whereof  is  heivby  acknowledged — 

I.  The  Hteel  company  covenants  and  agrees  to  and  with  J.I*.  Morgan  Sc  Co.,  acting  in  behalf  of  a 
syndicate,  sohstantially  tw  follows: 

If  on  or  before  DeceraV'r  15, 1898.  J.  P.  Morgan  &.Co.  shall  make,  or  shall  cause  to  be  made — 

(a)  A  transfer  of  not  lean  than  two-thirds  of  the  shares  of  the  capital  stock  of  each  of  the  followto/r 

companies,  vis,  MinneHota  Iron  Compauy,  Illinois  Steel  Company,  and  Elgin,  Joliet  and    Eastere 

Railway  Company:  and 
(&)  A  paymtMit  of  $14,075,000  in  cash,  the  new  company  thereupon  will  issue  to  Messrs.  J.  P.  Kor- 

saax  Si.  Co.,  or  to  hucIi  persons  and  in  such  proportions  as  may  be  indicated  by  them.  56,806  ahaiv«  of 

the  ])rcferred  stock  of  the  new  company  ana  454,265  shares  of  the  common  stock  of  the  new  compauy. 

and,  in  addition  tliereto,  such  preferred  stock  to  an  aggregate  amount  equivalent  to  the  snrrendernl 

shitres  ot  constitiKHit  companies,  estimated  at  rates  of  exchange  severally  and  respectively  as  follows: 
One  and  three  liundred  and  tll'tv-tive  one-thousandths  shares  of  preferred  stock  of  the  new  compamy 

for  each  share  of  the  Minne^iota  fron  (/Onipany; 
( )ni*  sli.'ire  of  such  preferred  stock  tor  each  share  of  the  Illinois  Steel  Company : 
Ki^ht  luimlred  and  seventy-tive  one-thousandths  of  one  share  of  such  preferred  stock  for  each  share 

of  the  KlKin,.roliet and  P^astern  Hallway  Company; 

II.  Messrs.  J.  P.  Morgan  Sc  Co.  agree  in  good  faith  to  nse  their  best  eflbrts  and  influence  towaid 
bringing  about  snch  transfer  and  payment,  and,  in  behalf  of  the  syndicate,  agree  that,  as  a  part  of, 
and  in  connection  with,  the  jtroposed  transaction,  and  conditioned '^upon  the  consummation  thereof, 
any  and  all  shart^liolders  of  tlio  Minnesota  Iron  (Company,  of  the  Illinois  Steel  Company,  and  of  the 
Kli;in,  Joliet.  and  Kastern  Kailway  Company,  upon  the  surrender  of  their  shares  to  the  syndjcali^ 
(to^'ether  with  acash  payment  as  hereinafter  required),  shall  have  fair  and  reasonable  op]iort unity. 
for  a  period  of  at  least  ten  days,  to  acquire  and  to  receive,  ftom  the  syndicate,  preferred  stock  and 
common  stock  of  the  Federal  I'ompany  on  the  following  basLs  viz: 

•'Kach  share  of  Minnesota  Comjmny  (on  ])ayraent  by  it  of  $27.10  in  ca.«ih)  to  receive  135^  per  cent  in 
preferred  sto(;k  of  Federal  Company  and  108.40  per  cent  in  common  stock  of  Federal  Company. 

"Kaoh  sliureof  Illin<ds  Company  (on  payment  by  it  of  $20  in  cash)  to  receive  100  per  cent  in  pre- 
ferre<l  stoi'k  of  Federal  ('ompaiiy  and  80  per  cent  in'^common  stock  of  Federal  Company. 

"l*lich  share  of  Kil;rin  Company  (on  payment  by  it  of  $17.50  in  cash)  to  receive  87|  per  cent  in  pre- 
femni  stock  of  Federal  Company  and  70  per  cent  in  common  stock  of  Federal  Company." 

Snch  acquisition  of  new  stock' is  to  be  effected,  by  a  deposit  of  the  constituent  shares  with,  and  the 
making  of  the  cash  payment  either  to,  the  Colonial  Trust  Company,  New  York,  or  to  the  Old  Colony 
Trust  Company,  Hoston  (lis  each  depositor  shall  elect),  in  exchange  for  transferable  receipta,  upon  tlie 
surrender  whereof  shares  of  the  new  company  are  to  be  delirereo  so  soon  as  the  same  are  raiady. 

It  is  understood  that  until  the  consummation  of  the  transaction  intended  and  indicated  nndw  Arti- 
cle I  hereof,  all  deposits  of  shares  and  all  ]>ayments  in  connection  therewith  under  this  Article  II  ahsil 
be  subject  to  the  control  of  J.  P.  Morgan  &  Co. 

HI.  Measn,  J,  P,  Morgan  &  Co.,  with  the  approval  of  Roswell  P.  Flower  and  of  Kobert  Bacon,  or  of 
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Q.  (By  Mr.  Kennbdy.)  Suppose  it  oonld  not  afford  to  pay  as  much  as  an  outsider 
TTould  offer? — ^A.  It  would  have  to  take  care  of  itself,  if,  as  a  matter  of  fact,  the 
management  of  the  Illinois  Steel  Company  was  such  that  it  said,  *' We  will  pay  $2.50 
and  no  more/'  it  would  shut  down  the  mill.  The  Minnesota  Iron  Company  would 
not  take  the  $2.50. 

DID  NOT  UNITE  COMPETING  CONCERNS. 

Q.  (By  Mr.  Jenks.)  Now,  inasmuch  as  there  has  been  so  much  talk  with  reference 
to  trusts  and  trust  organization  in  connection  with  corporations,  would  you  explain 
t<>  118  clearly  wherein,  in  any  particular,  this  differs  from  the  old  trust  organization? 
In  that  the  common  working  stock  of  the  different  companies  was  put  into  the 
hands  of  the  tmstees,  so  far  as  the  practical  workings  are  concerned,  is  there  any 
difference ?-=-A.  You  refer  to  the  Standard? 

Q.  We  will  say  the  Whisky  Trust,  the  Standard  Oil  Trust,  and  the  Sugar  Trust.— 
A.  The  Federal  Steel  Company  does  not  own  the  capital  stock  of  any  companies 
whifiJbLirfire  in  compe^ipn  in  any  line  of  business  one  with  the  other.  I  under- 
stand the  Standard  Oil  Company-^How,  of  course,  I  am  not  stating  any  secrets  or 
giving  any  knowledge  that  is  peculiar  to  myself,  because  I  have  none.  I  only  state 
what  I  assume  from  the  public  reports  in  the  newspapers,  and  I  assume  them  to  be  cor- 
rect. I  understand  that  the  Standard  Oil  Company  purchased  from  time  to  time  the 
capital  stock  of  different  companies  who  were  m  competition  one  with  the  other,  and 
that  to  a  degree,  at  least  to  some  degree,  it  thereby  established  a  monopoly  or 
obtained  substantial  control  of  the  business.  If  that  is  so,  that  would  seem  to  me  to 
be  a  trust,  within  the  meaning  of  the  word  as  commonly  understood.    I  do  not 


either  of  them,  may  pay  any  and  all  expenses  direotlj''  or  indirectly  connected  with,  or  precedent  to, 
the  organiKation  of  the  ateel  company;  and  in  case  of  any  such  payments  they  shall  be  entitled  to 
deduct  the  amoant  thereof  from  the  cash  payable  to  the  steel  company  under  this  contract. 

IT.  Messrs.  J.  P.  Morgan  &.  Co.  shall  be  liable  only  ratably  with  other  svndicate  members  according 
to  the  amount  of  their  several  sabscriptious.  A  list  of  such  momberH,  snowing  the  amount  of  their 
seyeral  subscriptions,  shall  be  furnished  to  the  Federal  Steel  Company,  and  it  may  and  shall  look  to 
such  syndicate  members  ratablv  to  the  extent  of  their  several  subscriptions. 

This  agreement  and  any  agreement  in  pursuance  thereof  are  and  shaU  be  strictly  inter  partes ;  and 
no  stocknolder  of  the  Minnesota  Company,  the  Illinois  Company,  or  the  Elgin  Company  shall  be 
deemed  to  have  any  rights  thereunder.  As  to  any  and  all  such  stockholders  any  rights  shall  be  only 
those  sot  forth  in  circinars  to  be  issued  i^iviting  deposits. 

In  witness  whereof  these  presents  have  been  duly  executed  by  the  parties  hereto  the  day  and  year 
first  above  written. 

Federal  Steel  Compant, 

[L.  8.]  By  BenjamOT  Yam  Dtkb,  President. 


Attest: 

Chables  MacVeagh,  Sferetary. 


J.  P.  MOBOAN  &,  Co.     [l.  8.) 
Acting  iu  beha{f  cf  a  Syndicate. 


To  the  thareJioldere  of  the  Minnesota  Iron  Oompany,  lUiiwis  Steel  Company,  I!lgin,  Joliet  and  Eaaiem 
RaUtoay  Chmpany: 

Pursuant  to  arrangements  made  by  a  syndicate  for  an  exchange  of  shares  of  the  above-named  com- 
panies for  sharer  of  the  Federal  Steel  Company,  the  undersigned  give  notice  that  in  behalf  of  such 
syndicate  they  are  each  prepared  to  receive  certificates  for  any  such  shares  for  purpose  of  such 
exchange  on  tne  following  basis  and  subject  to  the  following  conditions,  viz : 

Each  existing  share  of  Minnesota  Iron  Company  (uiton  payment  thereon  of  the  sum  uf  $27.10  in  cash) 
to  be  entitled  to  1.355  shares  in  preferred  stock  of  Federal  Steel  Company  and  1.984  shares  in  common 
stock  of  Federal  Steel  Company. 

Each  existing  share  of  Illinois  Steel  Company  (upon  payment  thereon  of  the  sum  of  $20  in  cash)  to 
be  entitled  to  1  share  in  preferred  8tock  of  Federal  Steel  Company  and  eight-tenths  of  one  share  in 
common  stock  of  Federal  Steel  Company. 

Each  existing  share  of  Klgiu,  Joliet  and  Eastern  Railway  Company  (uT)on  payment  thereon  of  the 
sum  of  $17.50  cash)  to  be  entitled  to  seven-eighths  of  one  share  in  preferred  stock  of  Federal  Steel 
Company  and  seven-teuths  of  one  share  in  common  stock  of  Federal  Steel  Company. 

Shares  of  the  Minnesota  Iron  Company,  the  Illinois  Steel  Company,  and  the  Elgin,  Joliet  and 
Eastern  Railway  Company,  to  insure  participation  in  this  arrangement,  must  be  deposited  with  either 
of  the  undersigned  trust  oompanies  not  later  than  October  1,  1898,  subject  to  the  above-mentioned 
cash  payment  in  respect  thereto,  and  such  cash  payment  must  bo  made  to  the  same  trust  company  not 
later  than  Ootober  10,  1898. 

Transferable  receipts  will  be  issued  for  deposited  shares,  and  the  caah  payment,  when  made,  will 
he  noted  on  such  receipts. 

The  consummation  of  the  proposed  arrangements  is  dependent  upon  ita  acceptance  by  holders  of  at 
least  two-thirds  in  amount  of  the  shares  of  each  of  the  tnree  constituent  companies. 

If,  for  any  reason,  the  arrangement  shall  not  be  carried  out,  the  deposited  shares  and  the  cash  pay- 
ments will  be  returned  upon  surrender  of  our  receipts. 

All  shares  fur  deposit  must  be  assigned  in  blank  and  must  have  proper  revenue  stamps  attached. 

Tho  shares  of  the  Federal  Steel  Company  are  of  the  par  value  of  $100  each.  Suitable  cash  settle- 
ments will  be  made  at  time  of  delivery  of  the  new  stock  in  respect  to  ft'actions  of  shares  of  such 
stock  aocming  to  any  depositor. 

Colonial  Trust  Compaity, 
SL  Paul  BuUding,  2SS  Broadway^  New  York. 

Old  Colony  Trust  Company, 
Amet  BuUding^  WtuMngton  Street,  comer  qf  Court,  Boston^  Mau. 

Niw  York  and  Boston,  September  W,  1898. 
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think  thftt  if  yon  ■honld  buy  the  capital  stock  of  one  of  the  rmUioad  eoopani* 
in  Washington  and  also  the  capital  stock  of  some  mannfactnrinf  eatabUahiiMBt  i: 
Washington  yon  voold  thereby  be  establishing  a  trnst,  Indeed,  ue  laws  of  Iliiata 
expressly  provide  that  a  mannfactnrin^  company  may  own  the  capital  sfcoek  ef  i 
railroad  company  which  connects  with  its  mannfactonng  plant,  the  ad«a  beix^  ibe 
ono  is  of  benefit  to  the  other  and  the  public  is  not  injured  by  any  each  parchase  « 
control  of  interests.  Now,  as  1  said  before,  we  have  endeavored  not  to  ran  coaats 
and  not  to  be  antagonistic  to  the  spirit  of  any  law  of  any  State ;  we  are  not  attempted 
to  control  prices;  we  are  not  seeking  a  monopoly;  we  have  been  oflfereMi  the  capiu. 
stock  or  tlie  properties'of  a  good  many  different  manufacturers  enga^ged  in  oar  Him 
of  business,  but  we  have  not  entertained  any  proposition  at  all. 

Q.  The  question  has  to  do  simply  with  the  general  form  of  control.  The  boards 
directors  of  the  Federal  Steel  Company  is  in  such  a  position  that  it  ocrald,  in  caev 
of  emergency,  practically  direct  the  actions  of  each  one  of  the  constitaent  memben. 
and  tbut  was  supposed  to  be  the  purpose  of  this  organization  when  it  waa  fonne<lf— 
A.  That  is  right,  and  it  is  fair  to  say  that  the  oflBcers  of  these  different  corporat  <%> 
presidents  of  the  oonHtituent  companies,  arc  in  very  close  communication  with  ^ 
and  listen  to  my  advice  from  time  to  time. 

THX  RISE  OK  PBICX8. 

Q.  Can  yon  now  give  us  briefly  a  statement  regarding  the  course  of  prices  in  lis 
leading  products  of  the  Federal  Steel  Company  mm  a  period  a  year  or  two,  per- 
haps, before  the  formation  up  to  the  present  timef — A.  I  can  gi^o  yon  tf^oi 
of  those  prices.  We  all  know  that  prices  in  manufacturing  linee  have  materi^Ik 
a^lvanced  during  the  last  9  or  10  months,  and  indeed  I  do  not  know  that  that  ii 
confined  to  manufacturers.  I  think  that  is  true  of  the  general  busineas  of  the  coac- 
try.  I  know  it  is  true  of  the  hotels.  The  price  of  piff  iron  about  a  year  ago  wsl 
say,  $11;  at  the  present  time  it  is  about  $^.  Notwithstanding  we  produce  a  vm 
large  quantity  of  pig  iron,  we  have  not  produced  sufficient  to  supply  oar  own  wanU, 
and  have  purchased  during  the  last  6  months  a  good  deal  of  pig  iron ;  we  bought  soiDr 
the  other  day,  some  of  our  companies;  we  bought,  we  will  say,  150,000  tons  of  pig 
iron  at  about  $22.50.  Coke  a  year  ago  was  about  $1.50  a  ton  to  one  of  oar  companie>: 
our  companies  have  to  buy  considerable  outside  coke  at  the  present  time;  we  are 
building  some  ovens  now.  They  were  trying  to  buy  some  coke  not  lon^  since  and 
were  askeil  $2.50  to  $3  a  ton  for  it.  Rails,  which  are  one  of  the  largest  piodnetiof 
the  Illinois  Steel  Company,  a  year  ago  were  selling  at  $18— very  much  too  low;  ier 
3  years  rails  oold  for  very  much  less  than  they  could  be  produced  for;  for  the  Is^ 
3  years  they  have  been  doin^  business  at  a  loss,  a  large  loss.  Thev  are  eelling  nov 
at  $:^3,  and,  of  course,  yon  will  see  at  a  glance  there  is  not  very  mucn  profit  in  that— 
that  Is,  if  pi^  iron  must  be  bought  at  $23.50  cash.  It  costs  something  like  $8  orl$ 
a  ton  to  convert  pig  iron  into  rails,  and  you  have  got  nothing  left  for  your  invest 
ment;  and  the  investment,  of  course,  is  very  large. 

KFFKCTS  OF  CONTRACTS. 

Q.  It  is  a  case  where  special  advantage  came  to  the  Federal  Steel  Company  ia 
having  its  own  supply  of  ores  f — A.  Yes,  certainly.  The  contracts  for  ore  were  made 
last  year  at  a  low  price,  and  yet,  I  suppose,  when  the  price  is  made  for  next  year, 
the  Minnesota  Iron  Company* will  get  some  benefit.  It  can  not  be  possible *that 
these  other  prices  of  finislied  products  will  obtain  without  the  prices  of  ore  incres»- 
ing  correspondingly.  A  year  ago  lake  freight  rates  were  80  cents,  and  now  they  are 
$1.25.  Our  peopTe*^  have  contracted  for,  say,  1,200,000  tons  extra,  at  about  $1.30 
to  $1.25. 

Q.  Well,  you  had  ma<le  your  contracts  earlier  for  ore.  Had  yon  also  made  con- 
tracts for  the  supply  of  finished  materials,  so  that  the  real  prices  you  are  getting; 
now  are  not  the  representative  market  iiricest — A.  About  two-thirds  of  it,  probablj 
less;  from  oue-half  to  two- thirds.  Over  half,  mostly,  nearly  all  of  the  capacity  for 
rails  was  contracted  at  the  low  figure.  As  I  say,  the  price  of  rails  was  abnormally 
low.  The  average  price  for  rails  for  the  last  9  years  was  $25,  and  for  the  last S 
years,  $18 ;  $25,  wnen  pig  iron  is  worth  $10  or  $12,  is  a  fair  enough  price. 

Senator  Mallory.  Should  you  prefer  to  go  on  with  your  testimony  and  finish 
QOY^f — A.  I  do  not  think  it  is  very  material.  If  it  is  just  as  convenient,  I  should  be 
glad  to  get  through  and  go  back,  but  I  am  perfectly  willing  to  stay.  I  think  we  are 
willing  to  give  stockholders  or  the  public  any  information  concerning  our  business 
and  our  books  and  our  profits. 

The  commission  took  a  recess  until  2.15  p.  m. 
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2.15  p.  M. 

Senator  Mallory.  The  commission  will  resume  its  session.  Mr.  Gary  is  on  the 
witness  stand. 

WAGES  INCRBASEI>->8ALARnBB  DIMINISHED. 

Q.  (By  Mr.  Jbnes.)  I  should  like  to  ask  you  with  reference  to  the  course  of  wages 
in  these  different  companies  that  have  been  oi^ganized  into  the  Federal  Steel  Com- 
panj^  from  a  little  time  before  the  oi^ganization  up  to  date.  If  you  can  give  us  any 
specific  facts  on  the  question  I  shall  \^  glad  to  have  them. — A.  All  the  companies — 
constituent  companies,  so  called — ^together  employed  in  August,  1899, 21,859  men.  In 
October,  1898,  they  employed  18,717  men.  The  monthly  pay  roll  for  August,  1899, 
was  $1,393,450.19.    For  the  year  that  would  be  $16,721,402.28.    The  average  price 

Slid  common  laborers  in  August,  1899,  was  $1.70  each.    The  increase  paid  common 
borers  in  1899  over  1898  was  15.64  per  cent;  decrease  of  average  pay  of  officers  and 
clerks  at  headquarters  in  1899  from  1898,  6.26  per  cent. 
(Witness  introduced  comparative  statement) 

Comparative  statement  of  employeeSf  and  wages  received  by  mmtj  of  the  Federal  Steel  Omv- 
pany^a  constituent  companies  for  the  months  of  October f  1898,  and  August,  1899, 


Number  of  employees. 

Average  daily  com- 
pensation. 

Total  monthly  compensation. 

Octo- 
ber, 
1898. 

August, 
1899. 

Per 

cent 
in- 
crease. 

Octo- 
ber, 
1898. 

Au- 
gust, 
1899. 

Per 
cent 
In- 
crease. 

October, 
1898. 

^^r- 

Per 

cent 
in- 
crease. 

Offlcere  and  clerks 
at  headquarters  . . . 

General  superintend- 
ence   

294 

674 
7,405 
8,076 

1,168 
1,200 

306 

639 

8.584 
9,879 

1,276 
1,178 

4.76 

11.32 
15.92 
22.82 

9.25 
2.25 

88.27 

2.95 
2.32 
1.47 

1.71 
1.49 

94.94 

2.97 
2.53 
1.70 

1.96 

1.74 

--6.26 

.68 

9.05 

15.64 

14.62 

16.78 

$46,625.69 

50,628.30 
516,690.80 
356,778.97 

53,208.15 
58,789.57 

845,652.08 

56,732.10 
651,349.06 
508,615.95 

74,879.00 
61,222.05 

—1.88 
12.06 

Skilled  laborers 

Common  laborers 

Miners  (not  includ- 
InR  those  in  Con- 
nellsville  coke  dis- 
trict)   

26.06 
41.16 

40.78 

All  employees  of  the 
Southwestern  Con- 
nellsvillo  Coke  Ck). . 

13.93 

Qrand  total 

18,717 

21,869 

f 

16.79 

1.92 

2.13 

10.94 

1,077,580.48 

1,898,460.19 

29.81 

Total  annual  wages  paid  employees  on  basis  of  August,  1899,  i^ll,  816,721,402.28. 

Q.  (By  Senator  Mallory.)  I  understand  from  that,  then,  something  I  did  not  un- 
deretand  from  your  first  testimony,  that  your  officers,  or  the  officers  of  these  companies, 
higher  officers,  actually  had  their  salaries  decreased  all  the  way  down  the  line? — A. 
We  reduced  the  number  of  officers  and  reduced  the  salaries  j  that  is,  we  replaced 
some,  and  there  were  some  of  the  officers  who  resigned  or  separated  from  the  com- 
panies and  were  replaced  with  other  men  at  less  salaries. 

Q.  (By  Mr.  Jenks.^  Do  I  understand  that  you  abolished  some  of  the  higher-priced 
officers  as  well,  and  tnat  would  tend  to  lower  the  general  average? — A.   \e», 

Q.  You  did  not  take  away  anything  from  the  salary  of  anyone  who  stayed  in  the 
positions  that  were  left? — A.  No. 

Q.  (By  Mr.  Farquhar.)  Do  you  desire  to  have  it  in  evidence  that  you  decreased 
the  whole  salary  of  the  official  service  by  lessening  the  number  of  employees? — A. 
Well,  by  reducing  also  the  amount  of  compensation. 


CONOTITUBNT  COMPANIES  DEAL  WITH   EACH   OTHER   AS  INDEPENDENT. 

Q.  (By  Mr.  Kennedy.^  Is  there  any  arrangement  between  these  different  compa- 
nies making  up  the  Federal  Steel  Company  by  which,  say,  the  Illinois  Steel  Com- 
pany, for  instance,  could  go  to  the  Minnesota  Company  and  say,  "We  can  make  a 
contract  for  a  laiye  amount  of  a  certain  kind  of  work  if  we  can  get  our  raw  material  at 
a  certain  figure.'  Would  the  Minnesota  Company  make  them  the  figure  at  which 
they  could  take  that  work? — A.  No. 

Q^  They  would  not — would  not  make  any  exceptions? — A.  No, 
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BONDED   DEBT   AND  (CAPITAL  fTTOCK   OP  CONHriTUJSNT  OOXPAXIKa. 

Q.  Has  the  Federal  Steel  Company  a  bonded  indebtedness — ^A.  Yes;  I  beg  p<r 
panion;  what  w  that  question? 

Q.  Hafl  the  Fcnleral  Hivel  (V>mpany  a  bonded  indebtedneaS — ^A.  No,  it  bae  noc 

Q.   (By  Mr.  (\  J.  Harrih.)   Have  any  of  the  companies  a  bonded  indebtedne^— 
A.  Yit4;  nioHt  of  them;  the  I»rain  Steel  Company  has  no  bonded  indebtednese. 

Q.   (By  Mr.  FARctrnAR.)  Has  there  been  made  ""y  g"ar*"*^y  o^  these  bonds  bf 
the  Federal  Company?— A.  No.. 

Q.  Then  the  HejMirate  cuni|>aiues  take  care  of  their  own  indebtednese? — A.  Yts. 

Q.  (By  Mr.  Kknnkdy.)  DoeH  that  bonded  indebtedness  affect  the  stock  of  iht 
Ftnleral  St<H*l  Company? — A.  No,  if  I  understand  your  question;  if  I  comprelMid 
your  miestion.  I  <lo  not  know  whether  you  mean  to  ask  whether  it  affects  thec9e& 
mg  value,  the  market  value,  of  the  nUK^k,  or  not ;  if  so,  that  is  a  question  I  can  ijf< 
answer.  If  anyone  (^an  tell  what  determines  the  value  of  stocks  on  the  stock 
exchange,  he  knows  more  al)Out  the  situation  that  I  do ;  intrinsic  values  do  doc 
c*ontrol  values  there,  selling  values,  I  think,  as  a  rule ;  now  I  will  not  say  as  a  nik. 
but  always. 

Q.   (By  Mr.  Jenks.)  What  is  the  amount  of  the  capital  stock  of  each  of  these  dii- 
ferent  comi)anii»H? — A.  Actually  iH8ued  or  authorized? 

Q.  Perhajw  vou  can  give  them  b<jth  just  as  well. — A.  Well,  the  authorized  capitil 
stock  of  the  IlfinoJH  Steel  Company  is  ^^,000,000 ;  the  stock  actually  issued  is  in  tJie 
neighlK)rh<MKl  of  $18,()50,0()0.  The  authorized  cai)ital  stock  of  the  Lorain  Steel  Com- 
I>any  in  al)out  $1>,(KK>,(XX),  ami  the  amount  issued  is  jjerhatw  $5,000,000 ;  I  would  iK<t 
att4'mi)t  to  Ik»  a4*(Mirate.  The  innutMi  capital  stock  of  the  Minnesota  Iron  CompanT  is 
ainrnt  $1H,5(K),000;  the  authorized  canital  Ht<K!k  is  very  much  larger,  but  I  have  for- 
gotten the  exact  amount.  The  capital  of  the  Elgin,  Joilet  and  £a^m  Baihxwd  Com- 
[>any  is  al)Out  $<{,(KK),000  or  $7,0(X),00(). 

Q.  The  authorized  vou  way  there? — A.  No,  the  issued,  and  perhaps  authoriad. 
For  the  other  comi»anu'H,  I  <io  not  know  that  I  could  state  it  offhand ;  I  have  for- 
gotten ;  but  I  can  f uruiijh  tliene  figures  if  it  is  necessary. 

SUitemetiiy  funilfilml  htier^  nhoinng  the  authorized  capital  blocks  of  the  several  cowHtufsi 
annjmn'ics  of  t/ie  Federal  iStui  Company ,  also  (tie  amount  of  same  issued  to  October  iS, 
1809. 


Name  of  company. 


AuthorizcMl 
capit&l  stock. 


MInno«v)ta  Iron  Co 

lllinolH  SU'el  ('o 

KlRin,  J(»lietaiul  En.sU'rn  Rwy.  Co. 
Lorain  Strel  Co.  (o[  Ohio) : 

Omimon 

PrefernHl 

Loraiu  SU;cl  Co.  (of  I'cuiusylvauia) 


920.000,000 

50,000,000 

6,000,000 

6,000,000 
3,000.000 
3,000,000 


Amoont 
issued. 


fl6,aOO.OQ0 

IS,  650,  •W 

6,000,000 

6.000,000 
3,000,000 
3,000,(0) 


Q.  The  Johnson  Comiwinv  you  do  not  know? — A.  The  Johnson  Company's  capital 
8t<K'k  is  alx)ut  |52,000,(X)0. 

Q.  Now,  as  to  the  bondeii  indebtedness  of  these  companies? — A.  I  can  give  them. 
The  l)ondeii  indebtedness  of  the  Kl^rin,  Joilet  and  t^tem  is  about  $7,0(X),000;  the 
Illinois  Sti'el  Com^)auy  about  $13,000,000,  and  the  others  together,  all  of  them,  about 
15,000,000. 

Q.  That  is,  tlie  Minnesota  and  I^orain? — A.  Yes. 

Q.  Al)out$5,0(X),0(X)alt(»K'ether?— A.  Five  or  six  million. 

Q.  (By  Mr.  C.  J.  Harris.)  A])out  125,000,000  in  all?— A.  In  round  nnmbera.  Of 
course,  when  I  spoke  sonietinie  a^o  about  the  actual  vahie  of  these  different  properties, 
I  meant  the  actual  net  value  over  and  above  the  bonded  indebtedness;  for  instance,  I 
said  the  book  value,  not  including  cash,  was  in  the  neighborhood  of  forty-odd  millions; 
that  was  over  and  above  the  bonded  indebtedness. 
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StcUement  furnished  later  showing  the  outstanding  issues  of  mortgage  bonds  of  the  constituen* 

companies  of  the  Federal  Steel  (hmpany^  October  20 ,  1899. 


' 

Total. 

Less,  held  by  the  is- 
suing company  or 
by  one  of  the  constit- 
uent companies. 

Balance 
outstand- 
ing in 
hands  of 
public. 

Date  of  ma- 
turity. 

Rate 

of 
inter- 
est 

By  issu- 
ing com- 
pany. 

By  constit- 
uent com- 
pany. 

Minnesota  Iron  Co.* s properties. 

Dtiluth  and  Iron  Range  R.  R.: 
FiiBt  mortgage 

$6,734,000 

5,000,000 

500,000 

92,000 
500,000 
490,000 

$6,732,000 

1,000,000 

10,000 

Oct,  1,1987 

Jan.  1,1916 

Mar,  1,1917 

or  before. 

Jan.  1,1910 

Apr.  1,1918 

May  1,1941 

SlOO,  000  an- 
nually. 

P.rf. 
5 

Second  mortgage 

13,600,000 

6 

TiAn<1  gmnt ... 

6 

Total 

12,234,000 

992,000 

as,  600, 000 

7,742,000 

JUinou  Steel  Co. 

Convertible  5  per  cent  debentures 
of  1910 

t 
2,969,000 

7,000,000 

550,000 

c2, 909, 000 
6,900,000 

5 

Original  issue 16,200,000 

Paid  off  in  1899  and 

retired 3,241,000 

Nonconvertible  6  per  cent  deben- 
tures of  1918  

100,000 

5 

Total 

9,969,000 
7,417,000 

1,500,000 

100,000 

50,000 

9,809,000 
7,417,000 

1,500,000 

Eljrin,  Jollet  and  Eastern  Rwy., 

5 

Lorain  SteelCo.  (of  Pennsylvania) , 
formerly  Johnson  Co.  (of  Penn- 
sylvania) ,  first  mortfiraire 

6 

Original  issue  (1894)  S2, 000, 000 
Paid  off  and  retired.       600, 000 

Grand  total 

81,110,000 

1,092,000 

8,550,000 

26,468,000 

a  These  $3,500,000  of  bonds  are  owned  by  the  Minnesota  Iron  Company 
b  These  $60,000  of  bonds  are  owned  by  the  Federal  Steel  Company. 

cOt  these  $2,909,000  of  bonds  $37,000  have  been  called  for  redemption,  but  have  not  yet  been  pre- 
sented for  payment. 


\ 


I 


MORE  FEDERAL   STEEL  STOCK   MAY   BE   ISSUED,  BUT   NOT   FOR   LESS  THAN  PAR. 

Mr.  C.  J.  Harris.  I  was  not  quite  clear  in  re^rd  to  your  testimony  this  momine 
relating  to  the  organization  of  this  company.  I  understood  you  to  say  that  you  paid 
$100, OW, 000  in  the  Federal  Steel  Company's  stock  for  certam  things.  You  did  nof 
say  what  was  done  with  the  remaining  $100,000,000? — A.  It  has  never  been  issued. 

Q.  (By  Mr.  Jenks.)  It  is  within  the  power  of  the  directors  to  issue  that  stock  at 
any  time  they  see  fit,  for  the  purchase  of  any  properties,  or  for  cash? — ^A.  Yes,  or  for 
cash;  100  per  cent  on  the  dollar;  not  otherwise. 

Q.  It  must  be  issued  that  way? — A.  It  must  l>e  L«38ued  at  100  cents  on  the  dollar 
for  every  share  of  common  or  preferred. 

Mr.  C.  J.  Harris.  I  did  not  Know  but  that  went  to  the  promoters. 

Q.  (By  Representative  Livingston.)  How  is  that  stock  issued? — A.  That  has  been 
issued? 

Q.  Yes.— A.  About  $53,000,000  of  preferred  and  $46,000,000  of  common. 

dividends. 

Q.  Do  you  mind  saying  whether  you  have  paid  any  dividends  on  that  or  not? — 
A.  We  have  paid  dividends  on  the  preferred;  we  declared  a  dividend  on  the  com- 
mon stock,  and  the  payment  of  that  was  enjoined  by  some  small  stockholder  who 
bought  a  little  stock — ^perhaps  for  the  purpose,  I  do  not  know — on  the  technical 
ground  that  dividends  on  common  stock  could  not  be  paid  until  the  end  of  the 
year.    Therefore  there  has  been  no  dividend  paid  on  common  stock. 

Q.  (By  Mr.  Jenks.)  Has  the  money  l^een  set  aside  especially  for  the  payment  of 
this  dividend? — A.  It  has  been. 

Q.  fBy  Mr.  Kennedy.)   What  dividends  have  been  paid  on  the  preferred  stock? 

Q.  (By  Mr.  C.  J.  Harris.)  Reguliu*  quarterly  dividends,  or  not? — A.  Yes;  quar- 
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terly  dividends — 1|  per  cent,  two  timep.  The  dividend  on  the  preferred  stork  w» 
alftc>'enj()ino<l,  but,  on  hearing,  the  court  modified  that,  and  in  December,  I  RiDp*?, 
naturally,  two  diviciends  will  Iw  declared — ^that  is,  3  per  cent,  making  a  total  d  h 
per  cent  for  the  year. 

Q.  (By  Mr.  Jrnkh.)  If  the  preferred  I  stock  cumulative  stock? — ^A.  It  is  not  >ii 
per  cent  noncumuUtive. 

FEDERAt  ffTEEl/H  CX>NTROL  OF  CX>NfnTnTENT  CX>MPANTBB — IN   NO  SEX^^^A    TRTFT. 

il.  (Bv  Representative  LiviNcwfroN.)  What  control  and  what  power  of  dipMtvMi 
haH  the  te<ieral  SU*el  over  the  Pt^veral  l)oard«  of  directors  of  the  companies  fomiiris 
the  Fecieral  SttH»l  (.V)mpany? — A.  It  has  no  control  whatever  directly.  It  has  ibe 
same  tx>ntrol  in<lire<'tly  that  any  pt*)ckholder  of  any  company  has.  Tf,  for  inftancf. 
you  were  the  holder  of  all  the  ntoi-k  or  a  majority  of  the  capital  etock  of  any  c««rp»- 
ration  you  would  ultimately  have  contn)l  oi  that  company.  If  your  direc'tor?  wt*re 
eltH'teci  for  a  term  you  could  not  gt»t  control  until  the  term  expire<I,  and  if  theii 
action  was  not  satisfactory  to  you,  naturally  when  the  time  of  election  came  y<ia 
would  place  in  position  a  power,  ft  din»ctory,  that  was  satisfactory  to  yon,  so  that 
indirectly,  or  ultimately,  you  would  liave  the  control  of  the  affaire  of  the  comjiany. 
The  Fwlerai  Stt^l  Com'iiaiiy  has  that  control  over  all  these  constituent  companies. 

Q.  How  many  are  in  your  <lirectory  of  the  Federal  Steel? — A.  Fifteen. 

<j.  I>o  these  15  men  contnil  the  majority  of  stock  of  the  company? — A.  I  shouki 
say  no;  not  liy  a  lar)2:e  majority;  they  are  large  stockholders,  most  of  them. 

Q.  Before  iKvoininflf  directors  of  the  Federal  Steel,  did  they  contn>l  the  majority 
of  st4H*k  of  the  several  companies? — A.  They  did  not;  not  ])y  a  good  deal.  8c>me  ii 
them  were  small  holders,  if  they  were  holders  at  all  in  the  old  companies;. 

Q.  Here  is  the  very  question  that  lies  at  the  lx>ttom  of  this.  What  neceBSty  wa? 
there  to  form  the  Feiieral  Steel  Company  when  your  own  directors  did  not  have  the 
contn)l  of  the  4  su}x)rdinate  conipanies  and  do  not  now  control  their  real  opera- 
tions— their  business  management? — A.  I  have  already  said  they  do  nltimately  con- 
trol th«»se  other  com{>anies,T)ecause,  owning  the  stock,  they  have  the  ri^ht  at  efe<"ti»iD 
time  to  select  tlie  diret'tory.  It  is  for  the  interest  of  the  Federal  Steel  Company  to 
own  the  ca])ital  st<Hk  of  tneso  companies  just  as  it  would  >)e  for  our  interest  if  y«?Q 
had  a  wagon  and  I  ha<l  a  horse  to  form  a  partnership  so  that  we  both  should  have  « 
waffon  an<l  a  horse. 

Q.  In  other  wonls,  the  preamble  of  your  articles  of  incorporation  onght  to  have 
read  something  like  this:  *'In  order  to  form  a  more  complete  or  better  union  of  the 
intenvts  of  these  several  companies,  we  hereby  agree  to  form  the  Federal  Steel  Com- 
pany.'* Would  that  cover  about  the  recjuirement? — A,  That  is  a  very  happy  way  *^ 
expressing  the  idea,  at  least  The  Federal  Steel  Company — coming  back  to  the  qiieg- 
tion  you  started — I  think,  is  in  no  sense  a  trustee;  they  are  in  no  sense  of  the  won!  a 
tnistJ^e  of  the  stock  of  these  companies;  the  stock  is  not  held  by  the  Federal  Steel 
Company  in  trust.  It  is  no  more  a  trustee  than  you  are  a  trustee  of  the  stcx^k  yrm 
actually  own  in  a  corjwration.  There  is  no  arrangement  wherebjr  the  FtnieraJ  Steel 
Company  is  to  hold  tnat  stock  for  the  Ixjnefit  of  any  corporation;  it  is  absolute  owner 
and  controls  that  stock  just  as  much  as  you  would  if  you  as  an  individual  owned  it: 
no  difference;  no  secret  arrangement  al)out  it;  no  prixTite  understanding  about  it;  no 
pool  or  any  division  in  any  way  of  business,  business  interests,  or  profits.  That  i? 
strictly  correct. 

Q.  In  other  words,  you  would  put  it  in  this  very  form — that  were  it  owned  by  one 
person,  this  one  person  might  own  four  different  mterests  and  control  them  as  much 
as  you  do  now  w^th  your  federal  organization? — A.  Exactly. 

Q.  The  stock  of  these  several  companies  is  regularly  voted  bv  the  directors  of  the 
Federal  Steel? — A.  As  I  said  this  morning,  it  would  be  in  case  it  was  necossarv.  Of 
course,  if  I  supposed  the  holders  of  a  great  interest  of  stock  would  not  elect  a  director 
that  was  satisfactory — capable,  honest,  and  intelligent — I  would  make  it  a  point  to 
attend  the  meeting  myself,  and,  voting  the  stock  of  the  Federal  Steel  Company,  elect 
a  director  that  was  satisfactory.  That  question,  practically,  will  probably  never 
arise — I  should  not  think  it  would.  Human  nature  is  such  that  these  people  will 
take  care  of  the  interests  of  the  stockholders  of  the  Federal  Steel  ComjMuiy. 

PROPERTY   AND  REA'ENI'ES  OF  THE  FEDERAL  STEEL  COMPANY. 

Q.  (By  Mr.  Kennedy.)  You  have  direct  control  over  the  earnings  of  all  these 
companies,  have  you  not? — A.  No,  except  in  the  same  way;  w'e  have  no  control 
whatever. 

Q.  You  dc»clare  the  dividends? — A.  No;  they  declare  their  own  dividends.  The 
Federal  Steel  Company  gets  its  dividends  on  this  stock  just  as  you  get  dividends  on 
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yonr  stock  in  the  company.  If  the  Illinois  Steel  Companv  has  money  which  is  avail- 
able to  pay  dividends,  the  directory  of  that  company  will  declare  dividends  to  tihe 
stockholders  of  the  company,  and  the  Federal  Steel  Company,  being  a  stockholder, 
will  get  that  dividend;  and  the  same  is  true  of  the  other  companies. 

Q.  (B^  Senator  Mallory.)  What  revenue  has  the  Federal  Steel  Company  outside 
of  that,  if  it  has  any? — A.  Well,  the  Federal  Steel  Company,  you  know,  in  making 
this  purchase,  insisted  upon  the  $14,078,000  in  cash.  It  has  that  in  cash— $14,078,000. 
Then  these  other  companies  have  in  cash  about  $10,000,000.  In  addition  to  that  *1^e 
Federal  Steel  Company  has  made  some  increase  in  its  holdings  in  the  purchaae  of 
coal  lands,  and  has  obtained  a  very  fine  profit  on  that. 

Q.  It  has  invested  some  of  this  $14,000,000  in  coal  lands? — A.  Yes;  or  in  the  stock 
of  a  corporation  which  owns  and  will  operate  the  works  on  the  property.  The 
amount  thus  invested  is  or  will  be  propably  $2,000,000,  and  the  property  is  supposed 
to  be  worth  several  millions  more  than  it  cost. 

Q.  And  it  has  a  revenue  from  that,  has  it? — A.  We  shall  have;  quite  laige. 

Q.  Now,  how  are  the  salaries  of  the  officers  of  the  Federal  Steel  Company  paid — 
from  their  earnings?  The  Federal  Steel  Company,  you  will  remember,  owns  the 
capital  stock  of  these  companies. — ^A.  That  is  it ;  and  also  ^ts  interest  on  the  money 
it  has,  and  will  have,  I  hope,  a  very  fine  income  from  this  coal  property,  which  is 
being  developed  and  being  improved. 

Q.  (By  Mr.  Jbnks)  .  At  present,  then,  the  property  of  the  Federal  Steel  Company 
is  in  these  three  forms—part  in  mines,  part  in  cash,  and  the  rest  in  stock  in  these  dif- 
ferent companies? — ^A.  Tnat  is  right. 

Q.  And  it  has  an  income  from  these  three  sources? — A.  That  is  right. 

ULTIMATE  CONTROL  OF  A   MAJORITY   STOCKHOLDER. 

Q.  (By  Representative  LrviNGfirroN.)  Suppose  one  of  these  independent  companies 
\  refuses  to  obey  any  action  of  the  Federal  board  of  directors,  what  recourse  have 
I  you? — A.  Not.  any,  until  the  next  election. 

Q.  Well,"  do  you  admit  that  they  are  independent,  and  at  the  same  time  they  are 
subject  to  you  in  that  way? — A.  Well,  not  subject  to  our  orders.  They  are  absolutely 
independent.  I  said  this  morning  you  might  ask  that  question  of  the  New  York 
Central.  Suppose  the  officials  of  the  New  York  Central  should  do  business  in  such  a 
way  as  to  be  unsatisfactory  to  the  Vanderbilt  family,  what  would  be  the  result?  At 
the  end  of  the  year  the  Vanderbilt  family,  or  the  stockholders,  whoever  they  may 
be,  would  elect  a  directory  that  would  be  satisfactory,  but  in  the  meantime  they 
would  be  helpless.  Suppose  you  own  a  majority  of  capital  stock  in  some  corpora- 
tion and  you  elect  a  directory  for  a  year.  What  are  you  going  to  do  in  the  meantime 
during  that  year  if  that  directory  do  not  do  business  satisfactorily  to  you? 

Q.  Suppose  you  wait  until  the  election  comes,  and  then  elect  a  directory  in  one  of 
these  companies,  and  the  stockholders  in  that  company  refuse  to  acknowledge  the 
directory  that  you  have  elected.  Then  what  are  you  going  to  do? — A.  The  ^deral 
Steel  Company  owns  all  the  capital  stock  of  that  company. 

Q^  Yes.    Now,  then,  how  can  you  say  they  are  independent?    I  see  how  it  is;  it  is 

a  wheel  within  a  wheel;  I  see  it. — ^A.  Suppose  you  owned  the  majority  of  the  cap- 

/    ital  stock  of  a  corporation;  the  presiding  officer  of  this  commission  owns  a  minority. 

:     Now,  you  get  together  at  your  annual  election  and  you  elect  Professor  Jenks  and  Mr. 

'.     Harris  ana  myself  three  directors  of  that  company.     We  are  in  absolute  control  of 

that  company  for  a  term,  although  we  do  not  own  more  than  one  share  of  stock  each. 

You  own  a  majority  of  the  company  and  you  can  not  do  anything.     We  do  as  we  please. 

You  sit  by,. and  at  the  end  of  the  year  you  put  in  a  directory  that  is  satisfactory  to 

you;  but  it  is  not  really  a  practical  question,  because  Mr.  Harris  and  Professor  Jenks 

and  myself  have  only  one  share,  and  if  we  are  men  of  any  sense  or  any  honesty  we  are 

not  gomg  to  disregard  the  wishes  that  you  and  the  presiding  officer  of  this  company, 

who  are  the  real  stockholders,  express. 

NO  LOSS  BY   NOT  MERGING  THE  CONSTFTUBNT  COMPANIES. 

Q.  Now,  let  me  ask  you  a  practical  one.  Why  did  you  not  mold  these  four  into  one 
to  control  it  as  one? — A.  I  am  inclined  to  think  it  is  better  to  leave  it  as  it  is. 

Q.  You  do  not  mean  to  say  that  you  could  run  these  four  companies  as  cheaply  as 
if  they  were  all  molded  into  one? — A.  Yes;  I  think  so.  We  simply  give  what  are  now 
officers  of  these  different  companies  a  different  name,  but  their  services  are  required; 
there  are  no  superfluous  positions,  no  positions  of  mere  honor;  they  are  working  men; 
the  president  of  each  of  these  companies  is  a  hard-working  man.  If  he  was  not  a  presi- 
dent he  would  have  to  be  a  manager  or  something  else,  and  the  vice-president  would 
have  to  be  assistant  manager.    They  have  no  extra  men. 
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I  fully  comprehend.    That  8ome  protection  has  been  and  is  needed  for  mannfKtnr-        I 
ere,  I  believe.     I  nhould  think,  fmm  my  limited  knowledge  of  theqnefition,  that  the 
real  Question  is  when  to  prot4H*t  and  to  what  extent  to  protect     I  do  not  think  thr 
time  nas  arrive<l  in  thifl  (x>uiitry  when  our  industry  does  not  need  protection. 

Q.  (By  KepreHi'ntative  LiviNr.NToN.)  How  iit  that? — A.  I  say  I  ao  not  think  the 
time  has  arrived  in  the  history  of  our  business 

Q.  You  mean  your  company'? — A.  When  we  could  get  along  without  prolertion. 

Q.  (By  Repreijentative  Livinn^ton.)  Well,  could  you  not  anord  to  lose  the  wh<jU' 
of  that  protection? — A.  Well,  that  is  a  question  I  should  want  to  study  and  be  mmt 
familiar  with  before  I  (x>uld  answer  it  honestly  and  satisfactorily  to  myself. 

MBTHODS   BETTKR  AND  LABOR  CHKAPBR  IN  OBBMANT. 

The  German  people  particularlv  are  in  a  very  advanced  stage  of  manafactoring  in 
steel  interests,  steel  pniperties.  I  Itelieve  they  can  manufacture  pi^  iron  in  Germany 
cheaper  than  they  can  anywhere  else.  They  make  principally  basic  Beasemer  there, 
basic  metal.  They  have  their  ore  and  their  coal  rignt  together,  and  they  are  nmkiin; 
coke  in  what  are  called  the  by-product  coke  ovens,  thereby  utiJixing  all  the  by-prod- 
ucts— ammonia,  gas,  tar,  etc 

Q.  Have  they  nc^t  got  that  in  Alabama? — A.  Yes,  they  are  putting  them  in  in  this 
country  to  Honie  extent.  Yes,  they  have  a  by-product  coke-oven  plant  at  Birming- 
ham; they  have  one  at  Dunbar,  and  they  have  one  near  Harrisburg. 

Q.  Now,  there  they  have  coal  and  they  have  the  iron  ore  right  along  with  it? — A. 
Alaliama? 

Q.  I  Hhould  think  they  could  do  it  as  cheaply  as  they  do  anywhere? — A.  Thev 
are  making  prettv  cheap  pig  iron  in  Alabama ;  tnere  is  no  doubt  about  it.  I  think 
lalH>r  is  i*(inHi(leranly  cheA|)er  in  (rermany.  I  have  no  doubt  you  are  better  advised 
than  I  am  with  reference  to  that.  I  do  not  think  they  pay  more  than  about  65  to  70 
cents  for  their  laborers  in  Germany,  and  they  have  been  very  materially  increased, 
you  know,  in  the  last  3  years. 

EVERYTHING  SYNDICATED  IN  BELOnTM. 

They  are  prettv  well  protected  in  Germany  and  Belgium,  for  that  matter,  and 
England,  ana  pernaps  France.  There  seems  to  be  a  feeling  on  the  part  of  the  people, 
and  also  on  the  part  of  the  government,  to  take  care  of  these  large  aggregations. 
There  is  no  such  antagonism  there  as  there  seems  to  be  in  this  country ;  and  at  tt^ 
present  time  I  think  the  manufacturers  are  i>retty  thoroughly  protected  by  syndicate 
agreements.  For  instance,  1  asked  a  prominent  manufacturer  in  Belgium' why  he 
did  not  pro<luce  larger  (luanti ties  and  did  not  keep  his  mill  running  full.  He  sai^  he 
could  not  get  coke.  "Why,"  I  said,  **  I  understood  you  to  say  you  owned  your  own 
coal  and  made  your  own  coke."  He  said.  "£ver3fthing  is  syndicated.  Our  coal 
property  us  all  syndicated  and  we  have  allotments,  and  1  am  allotted  just  so  much; 
I  cam  not  produce  any  more. ' '  And  there  is  an  understanding  with  reference  to  prices 
there;  I  do  not  know  whether  they  call  it  pooling  there  or  what  they  call  it,  but  I 
think  there  is  a  pretty  unanimous  agreement  between  the  manufacturers  in  Germany, 
and  perhaps  between  them  and  P^ngland,  so  that  they  take  care  of  themselves  and 
they  nave  a  uniform  fair  price.  In  this  country,  you  luiow,  we  are  up  and  down  and 
go  to  extremes. 

AS  TO  THE  NEED  OF  PROTECTION,  WHEN  WE  CAN  EXPORT. 

Q.  You  are  aware  of  the  fact  that  a  great  deal  of  ore,  iron  ore  and  steel,  eepedally 
steel,  is  being  shipped  now  from  Alabama  to  the  Orient  Now,  how  is  it  tluit  they 
carry  that  across  the  continent  and  ship  it  over  to  Japan  and  Chinaj  if  they  need  pro 
tection? — A.  Now,  that  is  largely  a  Question  of  freight,  I  think,  is  it  not?  There  is  a 
limited  market  for  that  ore.  We  sell  some  rails  in  Japan;  we  could  not  sell  rails  in 
England  at  the  present  time. 

Q.  Let  us  understand  that  now.  Do  you  mean  to  say  that  the  discrimination  now 
under  the  tariff  does  not  equal  the  transportation,  or  does  it  give  you  the  transporta- 
tion in  length  of  time?  Do  you  not  lose  that  discrimination  in  the  transportation 
from  here  to  Japan,  in  the  freight? — A.  I  am  inclined  tc  think,  as  I  say,  this  is  too 
large  a  question  for  me.  Do  not  understand  me  to  admit  even  that  I  am  competent 
to  express  any  opinion  on  that,  because  I  do  not  think  I  can  in  that  regard.  1  think 
the  tariff  on  steel  production  at  the  present  time  is  more  than  the  freight 

Q.  (Interrupting.)  From  here  to  Japan?— A.  From  this  country  to  Japan.  That 
ifl  my  impression;  you  know  a  good  d^  better  than  I  do  about  that|  I  am  aura. 
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Q.  One  remedy  proposed  for  these  trusts  is  to  take  away  the  tariff  entirely  from 
them;  just  turn  them  loose.  Suppose  Congress  should  do  that;  what  effect  would 
that  have  on  your  industry,  for  instance? — A.  In  the  first  place,  you  refer  to  trusts. 

Q.  I  mean  all  trusts,  yours A.  Now,  that  word  has  been  in  the  newspapers 

so  much  that  I  do  not  tielieve  we  have  a  clear  understanding  about  it;  at  least,  I  do 
not.    The  word  is  used  indiscriminately. 

Q.  Make  it  corporations  and  let  it  go;  just  corporate  companies.  Now,  suppose 
all  the  protection  we  give  companies  or  combines  like  yours — suppose  it  was  all  gone; 
what  effect  would  it  nave? — A.  Yes;  that  would  have  an  effect,  if  you  should  take 
away  the  tariff.  Just  where  this  principle  or  proposition  should  be  applied  requires 
a  great  deal  of  study.  But  with  reference  to  a  great  many  industries,  if  you  should 
taKe  away  the  protection  which  is  now  given  them,  you  would  permit  foreign  products 
to  be  brought  m  here  to  the  absolute  ruin  of  these  industries.  Then  what  would  be 
the  result?  In  the  first  place,  you  have  deprived  the  laboring  man  of  an  opportunity 
to  earn  a  living,  and,  in  the  second  place,  you  have  given  the  foreigner  an  oppor- 
tunity to  come  in  here  and  make  his  own  prices;  and  in  that  way  you  have  very 
materially  prejudiced  the  rights  and  interests  of  the  conhumer.  Therefore  I  think, 
as  I  said  beiore,  I  think  the  tariff  question  really  is — now,  I  may  be  entirely  wrong; 
I  would  not  set  up  my  opinion  against  anybody's — but  I  think  the  real  tariff  question 
is  to  determine  just  how  much  protection  is  necessary  to  enable  the  industries  of  this 
country  to  continue  in  business  at  living  prices  so  as  to  take  care  of  the  workingman 
and  so  as  also  to  prevent  the  foreigner  from  having  the  control  of  this  business  to  the 
prejudice  of  the  domestic  consumer.  Now%  then,  on  the  other  hand,  if  you  make 
the  tariff  so  high  that  you  create  such  a  monopoly,  or  if  you  pass  any  law  which 
enables  the  creatign  or  existence  of  such  a  monopoly  in  this  country  as  ^ives  the  con- 
trol of  any  business  to  the  manufacturer  or  to  the  producer  to  the  prejudice  of  the 
consumer,  why,  then,  you  have  gone  too  far  in  that  direction. 

NO   MONOPOLY   OF  STTEEL. 

Q.  Have  you  not  done  that  with  your  steel  company? — A.  How  is  that? 

Q.  Have  you  not  done  that  with  your  steel  company? — A.  I  do  not  think  the  tariff 
question  has  anything  whatever  to  do  with  the  present  prices. 

Q.  Have  you  not  got  a  monopoly  of  the  steel  business  in  the  United  States? — A. 
Who? 

Q.  You. — A.  Oh,  we  have  no  monopoly  of  any  branch  of  business.  I  emphasized 
that  this  morning.     We  do  not  seek  any. 

ANY   DISCRIMINATION    MUST   BE   BASED  ON   ILLEGAL  ACTIONS. 

Q.  You  misunderstood  my  (question.  I  do  not  want  to  discuss  the  tariff  question 
in  its  general  relation  as  bearing  on  all  these  matters.  I  asked  that  question  with 
reference  to  breaking  up  these  combines  and  trusts.  What  would  be  the  effect  on 
your  industry?  Ana  as  to  others  that  are  not  combined  in  a  trust,  what  effect  would 
that  have  on  the  combines  and  the  trusts?  Would  that  break  them  up? — A.  I  am 
inclined  to  think  it  would.  Of  course  if  you  destroy  the  corporations  you  destroy 
them,  that  is  all.  If  you  call  a  cor{X)ration  a  combine,  if  you  drive  it  out  of  busi- 
ness, that  is  the  end  of  it. 

Q.  (Interrupting.)  I  suppose  that  if  Congress  should  legislate  on  that  matter  there 
shoula  be  some  explicit  definition  of  what  a  trust  is,  and  tnen  we  should  hold  down  to 
that  definition  all  these  industries  in  withdrawing  protection  from  the  industries. 
It  would  certainly  be  my  idea  not  to  consider  a  corporation  a  trust  or  a  combine 
until  it  interferes  with  ordinary  competition,  and  the  moment  it  did  that  I  should 
cal\  it  a  combine. — A.  I  am  not  attempting  to  argue  the  question  at  all  with  you,  but 
I  doubt  whether  you  can  control  the  question  by  the  adoption  or  repeal  of  tariff 
laws.  In  the  first  place,  there  is  a  legal  question  that  perhaps  you  can  answer  better 
than  I  can. 

Q.  In  other  words,  do  away  with  free  charters? — ^A.  Yes;  that  is  one  question;  but 
ii  you  could  take  away  our  ta^ff  law  which  was  enforced  as  to  some  individuals  and 
some  corporations,  if  you  could  take  that  away  as  against  other  corporations,  it  would 
be  ^cause  those  corporations  were  illegal  or  doing  business  illegally.  You  can  not  do 
it  on  any  other  grounds.  You  can  not  make  a  tariff  law  applicable  to  you  because 
you  are  worth  $600,000,  and  not  applicable  to  the  presiding  officer  because  he  is  worth 
1600,000.    Ii  the  law  discriminates  so  as  against  the  presiding  officer  or  his  business, 
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I  fully  comprehend.  That  some  protection  has  been  and  is  needed  for  manufactar- 
ers,  I  believe.  I  should  think,  from  my  limited  knowledge  of  the  question,  that  the 
real  question  is  when  to  protect  and  to  what  extent  to  protect  I  do  not  think  the 
time  hajB  arrived  in  this  country  when  our  industry  does  not  need  protection. 

Q.  (By  Representative  Livincjston.)  How  is  that? — A.  I  say  I  ao  not  think  the 
time  has  arrived  in  the  history  of  our  business 

Q.  You  mean  your  comnan^? — A.  When  we  could  get  alons  without  protection. 

Q.  (By  Representative  Livmsston.)  Well,  could  you  not  anord  to  lose  the  whole 
of  that  protection? — A.  Well,  that  is  a  question  I  should  want  to  study  and  be  more 
familiar  with  before  I  could  answer  it  honestly  and  satisfactorily  to  myself. 

MBTHODS  BETTER  AND  LABOE  CHEAPER  IN  GERMANY. 

The  German  people  particularly  are  in  a  very  advanced  stage  of  manu&cturing  in 
steel  interests,  steel  properties.  I  believe  they  can  manufacture  pi^  iron  in  Germany 
cheaper  than  they  can  anywhere  else.  They  make  principally  basic  Bessemer  there, 
basic  metal.  They  have  their  ore  and  their  coal  rigtit  together,  and  they  are  making 
coke  in  what  are  oEilled  the  by-product  coke  ovens,  thereby  utilizing  all  the  by-prod- 
ucts— ammonia,  gas,  tar,  etc. 

Q.  Have  they  not  got  that  in  Alabama? — A.  Yes.  they  are  putting  them  in  in  this 
country  to  some  extent.  Yes,  they  have  a  by-product  coke-oven  plant  at  Birming- 
ham; they  have  one  at  Dunbar,  and  they  have  one  near  Harrisbui^. 

Q.  Now,  there  they  have  coal  and  they  have  the  iron  ore  right  along  with  it?— A. 
Alabama? 

Q.  I  should  think  they  could  do  it  as  cheaply  as  they  do  anywhere? — A.  Thev 
are  making  prettv  cheap  pig  iron  in  Alabama ;  tnere  is  no  doubt  about  it  I  think 
labor  is  considerably  cheai)er  in  Gennany.  I  have  no  doubt  you  are  better  advised 
than  I  am  with  reference  to  that.  I  do  not  think  they  pay  more  than  about  65  to  70 
cents  for  their  laborers  in  Germany,  and  they  have  been  very  materially  increased, 
you  know,  in  the  last  3  years. 

EVERYTHING  SYNDICATED  IN  BELGIUIC. 

They  are  prettv  well  protected  in  Grermany  and  Belgium,  for  that  matter,  and 
England,  ana  perhaps  France.  There  seems  to  be  a  feeling  on  the  part  of  the  people, 
ana  also  on  the  part  of  the  government,  to  take  care  of  these  large  aggregations. 
There  is  no  such  antagonism  there  as  there  seems  to  be  in  this  country ;  and  at  the 
present  time  I  think  tne  manufacturers  are  i)retty  thoroughly  protected  by  syndicate 
agreements.  For  instance,  I  asked  a  prominent  manufacturer  in  Belgium  why  he 
did  not  produce  larger  Quantities  and  did  not  keep  his  mill  running  full.  He  said  he 
could  not  get  coke.  "Why,"  I  said,  "I  understood  you  to  say  yon  owned  your  own 
coal  and  made  your  own  coke."    He  said,  "Everything  is  syndicated.     Our  coal 

Froperty  is  all  syndicated  and  we  have  allotments,  and  I  am  allotted  just  so  much; 
can  not  produce  any  more. ' '  And  there  is  an  understanding  with  reference  to  prices 
there;  I  do  not  know  whether  they  call  it  pooling  there  or  what  they  call  it,  but  1 
think  there  is  a  pretty  unanimous  agreement  between  the  manufacturers  in  Germany, 
and  perhaps  between  them  and  England,  so  that  they  take  care  of  themselves  and 
they  nave  a  uniform  fair  price.  In  this  country,  you  Imow,  we  are  up  and  down  and 
go  to  extremes. 

AS  TO  THE  NEED  OF  PROTECTION,  WHEN  WE  CAN  EXPORT. 

Q.  You  are  aware  of  the  fact  that  a  great  deal  of  ore,  iron  ore  and  steel,  eepedally 
steel,  is  being  shipped  now  from  Alabama  to  the  Orient.  Now,  how  is  it  that  they 
carr^  that  across  the  continent  and  ship  it  over  to  Japan  and  China,  if  they  need  pro 
tection? — A.  Now,  that  is  largely  a  Question  of  freight,  I  think,  is  it  not?  There  is* 
limited  market  for  that  ore.  We  sell  some  rails  in  Japan;  we  could  not  sell  rails  in 
England  at  the  present  time. 

Q.  Let  us  understand  that  now.  Do  you  mean  to  say  that  the  discrimination  now 
under  the  tariff  does  not  equal  the  transportation,  or  does  it  give  you  the  transporta- 
tion in  length  of  time?  Do  you  not  lose  that  discrimination  in  the  transportation 
from  here  to  Japan,  in  the  freight? — A.  I  am  inclined  to  think,  as  I  say,  this  is  too 
large  a  question  for  me.  Do  not  understand  me  to  admit  even  that  I  am  coinpetent 
to  express  any  opinion  on  that,  because  I  do  not  think  I  can  in  that  r^ard.  1  think 
the  tariff  on  steel  production  at  the  present  time  is  more  than  the  freight 

Q.  (Interrupting.)  From  here  to  Japan?— A.  From  this  country  to  Japan.  That 
18  my  rndpreaaan;  you  know  a  good  deal  better  than  I  do  about  thati  I  am  sure. 
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Q.  One  remedy  proposed  for  these  trusts  is  to  take  away  the  tariff  entirely  from 
them;  just  turn  them  loose.  Suppose  Congress  should  do  that;  what  effect  would 
that  have  on  your  industry,  for  instance? — A.  In  the  first  place,  you  refer  to  trusts. 

Q.  I  mean  all  trusts,  yours A.  Now,  that  word  has  been  m  the  newspapers 

so  much  that  I  do  not  believe  we  have  a  clear  understanding  about  it;  at  least,  I  do 
not.    The  word  is  used  indiscriminately. 

Q.  Make  it  corporations  and  let  it  go;  just  corporate  companies.  Now,  suppose 
all  the  protection  we  give  companies  or  combines  like  yours — suppose  it  was  all  gone; 
what  effect  would  it  nave? — A.  Yes;  that  would  have  an  effect,  if  you  should  take 
away  the  tariff.  Just  where  this  principle  or  proposition  should  be  applied  requires 
a  great  deal  of  study.  But  with  reference  to  a  great  many  industries,  if  you  should 
take  away  the  protection  which  is  now  given  them,  you  would  permit  foreign  products 
to  be  brought  m  here  to  the  absolute  ruin  of  these  industries.  Then  what  would  be 
the  result?  In  the  first  place,  you  have  deprived  the  laboring  man  of  an  opportunity 
to  earn  a  living,  and,  in  the  second  place,  you  have  given  the  foreigner  an  oppor- 
tunity to  come  in  here  and  make  his  own  prices;  and  in  that  way  you  have  very 
materiallv  prejudiced  the  rights  and  interests  of  the  confeumer.  Therefore  I  think, 
as  I  said  before,  I  think  the  tariff  question  really  is — now,  I  may  be  entirely  wrong; 
1  would  not  set  up  mv  opinion  against  anybody^s — but  I  think  the  real  tariff  question 
is  to  determine  just  how  much  protection  is  necessary  to  enable  the  industries  of  this 
country  to  contmue  in  business  at  living  prices  so  as  to  take  care  of  the  workingman 
and  so  as  also  to  prevent  the  foreigner  from  having  the  control  of  this  business  to  the 
prejudice  of  the  domestic  consumer.  Now,  then,  on  the  other  hand,  if  you  make 
the  tariff  so  high  that  you  create  such  a  monopoly,  or  if  you  pass  any  law  which 
enables  the  creatipn  or  existence  of  such  a  monopoly  in  this  country  as  ^ives  the  con- 
trol of  any  business  to  the  manufacturer  or  to  tlie  producer  to  the  prejudice  of  the 
consumer,  why,  then,  you  have  gone  too  far  in  that  direction. 

NO   MONOPOLY   OF  STTEEL. 

Q.  Have  you  not  done  that  with  your  steel  company? — A.  How  is  that? 

Q.  Have  you  not  done  that  with  your  steel  company? — A.  I  do  not  think  the  tariff 
question  has  anything  whatever  to  do  with  the  present  prices. 

Q.  Have  you  not  got  a  monopoly  of  the  steel  business  in  the  United  States? — A. 
Who? 

Q.  You. — A.  Oh,  we  have  no  monopoly  of  any  branch  of  business.  I  emphasized 
that  this  morning.     We  do  not  seek  any. 

ANY   DISCRIMINATION   MUST   BE  BASED  ON   ILLEGAL   ACTIONS. 

Q.  You  misunderstood  my  question.  I  do  not  want  to  discuss  the  tariff  question 
in  its  general  relation  as  bearing  on  all  these  matters.  I  asked  that  question  with 
reference  to  breaking  up  these  combines  and  trusts.  What  would  be  the  effect  on 
your  industry?  And  as  to  others  that  are  not  combined  in  a  trust,  what  effect  would 
that  have  on  the  combines  and  the  trusts?  Would  that  break  them  up? — A.  I  am 
inclined  to  think  it  would.  Of  course  if  you  destroy  the  corporations  you  destroy 
them,  that  is  all.  If  you  call  a  corporation  a  combine,  if  you  drive  it  out  of  busi- 
ness, that  is  the  end  of  it. 

Q.  f Interrupting.)  I  suppose  that  if  Congress  should  legislate  on  that  matter  there 
shoula  be  some  explicit  definition  of  what  a  trust  is,  and  uien  we  should  hold  down  to 
that  definition  all  these  industries  in  withdrawing  protection  from  the  industries. 
It  would  certainly  be  my  idea  not  to  consider  a  corporation  a  trust  or  a  combine 
until  it  interferes  with  ordinary  competition,  and  the  moment  it  did  that  I  should 
call  it  a  combine. — A.  I  am  not  attempting  to  argue  the  question  at  all  with  you,  but 
I  doubt  whether  you  can  control  the  question  by  the  adoption  or  repeal  of  tariff 
laws.  In  the  first  place,  there  is  a  legal  question  that  perhaps  you  can  answer  better 
than  I  can. 

Q.  In  other  words,  do  away  with  free  charters? — ^A.  Yes;  that  is  one  question;  but 
if  you  could  take  away  our  tariff  law  which  was  enforced  as  to  some  individuals  and 
some  corporations,  if  you  could  take  that  away  as  against  other  corporations,  it  would 
be  lecause  those  corporations  were  illegal  or  doing  business  illegally.  You  can  not  do 
it  on  iny  other  grounds.  You  can  not  make  a  teriff  law  applicable  to  you  because 
you  are  worth  $500,000,  and  not  applicable  to  the  presiding  officer  because  he  is  worth 
9600,000,    If  the  law  discriminates  so  as  against  tne  presiding  officer  or  his  business. 
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^t  most  be  on  the  groand,  I  should  think,  that  he  is  engaged  in  an  nnlawfal  bosineas. 
NoW|  when  once  vou  reach  that  queetion,  when  you  have  determined  that,  yoa  do 
not  need  any  tariff  law.  If  he  ifl  engaged  in  an  unlawful  business,  you  have  aoeolote 
control  over  it  anvhow,  either  by  State  or  Federal  law.  Now,  these  great  aggrega- 
tions of  capital  undoubtedly  are  for  the  benefit  of  us  all,  certainly  for  the  benefit  of 
this  country,  and  certainlv  for  the  benefit  of  the  employees  genendlv.  Bat  the 
aggre|!;ation  of  capital  may  be  used  in  such  a  wa^  as  to  do  a  great  deal  oi  harm,  and 
that  IS  the  question  you  are  inquiring  about^  I  think;  that  is  the  corporation  yoo 
seek  control  of. 

NO  REMEDY   NEEDED  BUT  THE  ENFORCEMENT  OF  EXIffTING     LAW   AGAINST  REerTBAlNT  OP 

TRADE. 

Q.  If  you  admit  that  there  is  an  evil,  then  have  you  got  a  remedy? — ^A.  I  do  admit 
that  there  is  frequently  an  evil;  I  do  admit  that  there  may  be  an  evil;  I  do  admit 
that  there  are  monopolies  and  there  may  be  monopolies,  and  that  they  are  preju- 
dicial to  the  consumer  very  frequently ;  but  I  think  it  is  equally  true  that  combina- 
tions in  refltraint  of  tnule  are  unlawful. 

Q.  Unlawful? — A.  Combinations  in  restraint  of  trade  are  unlawful.  They  are 
unlawful  by  the  common  law ;  they  are  made  unlawful  by  statutes  in  various  States. 

Q.  Let  us  see  what  you  mean  by  restraint  Suppose  the  combination  that  yoa 
speak  of  now  raises  the  price  of  a  commodity  for  a  purpose  unreasonably,  or  suppose 
it  lowers  it  unreasonably  for  a  purpose ;  would  not  that  be  unlawful? — ^A.  Of  coaree 
it  is. 

Q.  Now  what  is  your  remedy,  what  is  your  suggestion?  If  Congress  takes  that  as 
a  rule  as  to  what  constitutes  an  illegal  combine,  what  remedy  would  you  suggest  to 
control  them? — A.  Is  it  necessary  to  go  to  Congress  to  get  that  remedy? 

Q.  I  do  not  know  whether  it  is  or  not. — A.  Assuming  that  it  is,  first,  for  the  sake 
of  considering  the  question,  if  Congress  had  the  authority,  the  constitutional  riffht 
to  pass  a  law  and  enforce  the  provisions  of  that  law,  then  it  would  adopt  simplv  what 
I  understand  to  be  now  the  common  law  and  to  be  what  is  made  the  statute  law  by 
the  enactment  of  statutes  in  different  States.  If  the  Federal  courts  could  enforce  the 
provisions  of  that  Congressional  law  there  would  be  no  trouble.  Congress  now  under 
the  Constitution  has  the  right  to  paas  a  law,  and  has  passed  a  law,  which  affects  this 
q[^uestion  of  monopolies  so  far  a^^  interstate  commerce  is  concerned.  Now,  if  it  had  the 
right  to  pass  a  law  which  should  apply  to  local  business,  business  done  in  the  States, 
is  there  any  doubt  that  it  would  be  enforced  just  as  the  present  law  is  enforced?  Does 
anybody  doubt  the  efficacv  of  the  Federal  courts  to  enforce  the  provisions  of  the 
Sherman  Act,  so-calle<l?  The  difficulty  has  been  that  it  w<ia  attempted  to  make 
that  law  applicable  not  only  to  interstate  commerce  but  to  commerce  within  the  Stat«, 
and  the  Constitution  was  not  broad  enough  to  cover  that  question. 

Q.  Well,  you  remember  the  English  decision  that  a  monopoly  is  where — I  will 
read  it  to  see  if  it  conforms  to  your  idea.  This  you  get  from  volume  4,  page  291, 
New  Commentaries  of  the  Laws  of  England,  by  Henry  John  Stevens,  first  American 
edition.  New  York,  John  8.  Voorhees,  law-book  seller,  1846.  [Reading:]  "A 
monopoly  is  a  license  or  privilege  allowed  by  the  King  for  the  sole  Duying  and  sell- 
ing, making,  working,  or  using  of  anything  whatsoever,  whereby  the  subject  in  gen- 
eral is  restrained  from  that  liberty  of  manufacturing  or  trading  which  he  had  before. 
These  monopolies  had  been  carried  to  an  enormous  height  during  the  reign  of  Queen 
Elizabeth  and  were  heavily  complained  of  by  Sir  E.  Coke  in  the  beginning  of  the 
Teifpi  of  James  I,  but  were  in  a  great  measure  remedied  by  statute  21  Jae.  I,  c  3, 
which  declared  such  monopolies  5)  be  contrary  to  law  and  void.'* — A.  The  first  part 
of  that  refers  to  a  lawful  monopoly.    There  is  such  a  thing  as  a  lawful  monopoly. 

Q.  Patents  are  excepted. — A.  Our  Government  gives  a  patent  right;  that  is  a  law- 
ful monopoly,  I  think. 

Q.  (Reading:)  "Except  as  to  patents  to  the  authors  of  new  inventions,  and  except 
also  patents  concerning  printing,  saltpeter,  gunpowder,  great  ordnance,  and  shot" 
Those  were  exceptions  under  the  English  law.  Now,  then,  we  have  the  English 
law A.  (Interrupting.)  It  is  unlawful  monopolies  you  are  talking  about  here. 

Q.  I  am  talking  about  unlawful  monopolies.  Congress  would  have,  if  it  has  the 
right — I  am  not  discussing  that  question — but  suppose  it  has  the  right;  it  can  deter- 
mine first  what  an  unlawful  monopoly  is  and  then  prescribe  the  remedy.  And  for 
that  reason,  I  ask  you,  if  it  should  do  that,  and  if  it  should  withdraw  the  protection 
from  sdl  monopolies,  would  that  be  a  remedy? — A.  If  we  were  to  assume  various 
things  to  be  true,  that  might  be  a  remedy.  I  doubt  if  that  would  be  practicable.  In 
the  first  place,  it  would  \ye  impossible,  perhaps,  to  define  a  monopoly,  and  certainly 
it  might  be  difficult  to  apply  it  if  you  did  define  it;  and  if  you  simply,  in  general 
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terms,  withdraw  the  protection  from  a  monopoly,  then  there  would  always  arise  a 
dispute  as  to  whether  the  individual  or  the  corporation  was  in  control  of  a  monopoly. 

THE  NEED   IS  LIGHT  AND   UNDEB8TANDING. 

Q.  You  would  not  desire  to  suggest  to  Congress,  however,  in  the  face  of  those  that 
trouble  us,  not  to  make  an  effort  in  those  cases  to  prevent  injustice? — ^A.  I  still  think 
that  the  very  best  remedy  is 

Q.  (Interrupting.)  To  let  them  ^? — A.  No;  I  do  not  believe  in  that.  One  of  the 
great^  questions  in  this  country  is  to  know  how  to  protect  both  the  individual 
without  anything  on  the  one  hand  and  the  individual  or  corporation  that  has  large 
means  on  the  other  hand.    That  is  the  great  question. 

Q.  If  you  will  pardon  me,  you  recognize  the  fact  that  there  are  two  parties  in 
interest  in  the  com  Dine.  There  is  the  combine  itself;  there  are  the  laborers  employed 
in  the  combine,  and  there  is  the  public  standing  on  the  outside  without  any  relief  or 
anvthing  else. — A.  You  mean  the  consumers? 

Q.  Yes. — A.  Of  course,  thev  ought  to  be  protected. 

Q.  The  great  public  must  oe  protected.  Now,  what  remedy  do  you  have? — ^A.  I 
was  ^oing  to  say  that  I  think  the  best  remedy  is  plenty  of  li^ht  on  the  subject,  plenty 
of  discussion,  a  thorough  understanding.  We  nave,  I  thmk,  at  the  present  time, 
without  mentioning  any  names  or  corporations,  we  may  have  some  monopolies  in  the 
country  at  the  present  time.    I  think  so. 

Q.  (By  Mr.  Kennedy.)  Do  you  know  of  any  monopoly  in  this  country  under  this 
definition  which  Mr.  Livingston  has  read  to  you:  **  A  monopoly  is  a  license  or  priv- 
ilege allowed  by  the  king  for  the  sole  bu^in^  and  selling,  making,  working,  or  using 
of  anything  whatsoever  whereby  the  subiect  m  general  is  restrained  from  that  libertv 
of  manufacturing  or  trading  which  he  nad  before"? — A.  I  do  not  recall  any.  It 
was  the  custom  in  the  old  times  actually  to  create  monopolies,  to  give  people  the 
right  to  make,  buy,  and  sell  things,  and  give  individuals  an  absolute  monopoly.  We 
do  not  have  that  in  this  country,  as  a  general  thing — of  course  not;  but  there  are  no 
doubt  monopolies  in  this  country  at  the  present  time.  I  think,  however,  that  with 
plenty  of  investigation  and  plenty  of  discussion  they  will  not  succeed  in  the  long 
run.    That  is  my  judgment;  they  will  fall  by  their  own  weight;  they  will  go  to 

fieces.  Then,  wnen  a  corporation  gets  into  a  place  where  it  is  abusive  to  the  public, 
think  competition  and  opposition  will  grow  up  and  be  effective.  The  danger  is 
always  of  gpms  so  far  and  so  hastily  that  great  wrong  will  be  done.  Of  course  we 
are  all  aiming  for  the  greatest  good  to  the  greatest  number.  We  want  aggregation  of 
money  in  this  coimtry,  of  course.  I  have  no  doubt  that  all  of  you  read  tSS  speech  on 
this  subject  by  Sir  Michael  Hicks-Beach  this  summer. 

Q.  I  shoula  say  there  are  very  few  people  in  this  country  that  want  large  amounts 
of  money  aggregated  in  a  few  hands  in  a  few  localities;  they  want  it  spread  out. — 
A.  Well,  we  want  it  sufficiently  aggregated  to  produce  at  the  very  lowest  cost  the 
largest  quantities,  and  at  the  same  time  furnish  employment  to  the  laborer,  and  to 
bring  to  this  country  the  largest  amount  of  foreign  money. 

Q.  Not  hurting  the  consumer  in  the  meantime? — A.  Not  hurting  the  consumer  in 
the  meantime. 

Q.  That  is  good  doctrine. — A.  That  is  a  good  basis;  that  is  a  good  place  to  stop. 

THE  EXPOBT  TRADE — SCOTLAND — ^JAPAN. 

Q.  (By  Mr.  Jknks.)  You  have  some  export  trade,  have  you,  in  the  Federal  Steel 
Company? — A.  Well,  the  Lorain  Steel  Company  at  the  present  time  is  doing  some 
export  business.  It  has  taken  quite  a  lar;^  contract  in  Scotland  lately.  That,  you 
know,  is  engaged  in  the  street-railroad  business,  girder  rails,  etc.  The  Illinois  Steel 
Company  has  not  shipped  an  y  rails  nor  any  billets  for  some  time.  The  prices  over  there 
are  pretty  nearly  the  same  as  the  prices  here  at  the  present  time,  and,  taking  the  cost  of 
carnase  into  account^  it  would  not  pay  to  export.  But  there  is  another  better  reason 
than  tnat;  and  that  is,  that  the  demand  here  is  so  great  at  the  present  time  that  it  is 
difficult  to  supply  it.  A  few  days  since  I  told  some  of  our  people  I  thought  they 
had  better  take  an  order  for  quite  a  large  quantity  of  rails,  to  be  snipped  to  Japan  at 
a  little  less  price  than  we  were  selling  here.  I  think  it  is  trade  that  we  shoula  keep 
up.    I  believe  in  doing  business  for  uie  benefit  of  all  concerned. 

Q-  You  think  it  is  worth  while  to  encourage  that  export  trade  now  and  hold  your 
market  there? — A.  Yes ;  we  may  need  that  business  2  or  3  years  hence ;  and,  as  I 
have  already  said,  we  have  got  21,000  employees  as  a^inst  18,000  2  years  ago,  and 
it  is  just  as  much  our  business  to  take  care  of  them  as  it  is  to  take  care  of  our  stock- 
holders, in  my  judgment.  We  want  to  keep  that  business,  and  we  want  to  keep  our 
trade  for  future  business,  and  there  is  quite  a  lai^  tonnage  to  go  to  Japan. 
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Q.  (By  Senator  Mallory.)  How  do  you  get  that  over  there? — A.  We  ship  them 
overland  to  San  FranciHeo. 

Q.  Could  you  not  do  it  more  cheaply  by  ehinping  them  around? — A.  No. 

Q.  (By  Mr.  Jenkb.)  Do  you  recall  whether  they  go  through  on  our  roads  or  by  the 
Canadian  Pacific? — A.  Well,  that  is  a  matter  of  arrangement  with  the  railroads, 
depending  upon  time,  etc.  I  think  they  would  naturally  go  from  the  Illinois  Steel 
by  one  of  the  Pacifics^the  Union  Pacinc  or  the  Southern  Pacific — or  the  Santa  Fe; 
I  think  so. 

Q.  (By  Mr.  Farqchab.)  Does  the  protection  contained  in  our  tariff  cut  any  figure 
in  the  price  of  the  rails  that  you  sell  m  Japan? — A.  No. 

Q.  >i(>t  a  particle,  does  it? — A.  No. 

Q.  (By  Representative  Livinokton.)  Suppose  the  same  protection  was  in  Japan  on 
foreign  rails  that  we  have  here  on  foreign  raih«,  would  you  be  able  to  sell  over  there 
at  all? — A.  No ;  probably  not 

Q.  Then  you  liave  a  free-trade  market  on  the  outside? — A.  Well,  generally  speak- 
ing, I  am  for  this  country  as  againnt  the  world ;  so  are  you. 

Q.  (By  Mr.  Farqi'uar.)  Three  leagues  from  the  shore  you  are  right  in  the  world 
for  the  markets  of  the  world,  for  the  world*s  prices? — A.    x  es. 

Q.   (By  Mr.  Kennedy.)  There  are  no  rails  manufactured  in  Japan? — ^A.  No. 

Q.  (By  Representative  Livingoton.)  In  some  countries  there  is  but  little  mana&e- 
turing  going  on.  We  want  to  get  their  trade,  and  I  think  it  is  verv  fortunate  for 
us. — ^A.  That  is  what  all  Europe  is  doing.  They  are  taking  care  of  their  own  coon- 
tries.    That  is  what  we  should  do,  of  course;  that  is  a  business  proposition. 

enfokced  publicity  one  of  the  best  remedies. 

Q.  (Bv  Senator  Mallory.)  Have  you  thought  or  considered  at  all  the  question  of 
the  publu'ity  that  it  has  been  suggested  should  be  given  to  the  dealings  of  trusts  88 
a  possible  preventive  to  injustice  being  done  by  them? — A.  I  have  spent  some 
tliought  on  that.     1  lK»lieve  that  is  one  of  the  verv  beat  remedies, 

Q.  Has  itotvurred  to  you  to  think  how  that  publicity  could  be  secured  or  enforced 
on  trusts  that  are  not  engaged  in  interstate  commerce,  for  instance? — A.  By  statute 
laws. 

Q.  That  would  have  to  l)e  by  the  States?— A.  Yes,  by  the  States. 

POWERS  OF  congress. 

Q.  It  has  been  sugsested  that  that  could  be  reached  by  constitutional  amendment 
to  the  Constitution  of  the  United  States,  givinj^  Congress  the  power  to  exercise  con- 
trol over  all  corporations  that  are  engs^ed  in  interstate  commerce  in  any  wav. 
Under  that  provision  there  are  very  few  of  these  large  combines  or  trusts  but  could 
be  shown  to  be  in  some  way,  in  some  lines  of  business,  engaged  in  interstate  com- 
merce; and  they  could  be  reached.  If  Coujjress  possessed  that  ix)wer,  do  you  think 
it  would  be  of  any  material  benetit? — A.  My  impression  is  that  under  the  present 
Constitution  no  adequate  law  could  bo  passed  by  Congress;  and  I  think  it  would  not 
be  pra(*ti(^ble  to  attempt  to  amend  the  Constitution,  oecause  you  immediatelv  raise 
this  whole  question  of  State  rights.  I  think  the  representatives  of  the  difterent 
States,  when  it  came  to  a  test  of  the  question,  would  be  opposed  to  giving  the  Gov- 
ernment the  right  to  take  up  a  question  which  the  States  mdividually  now  have  the 
right  to  control  thoroughly.  But  assuming,  as  I  understand  your  question  does,  that 
you  had  the  right  to  pass  such  a  law,  the  only  difference  would  be  that  in  that  case 
your  laws  would  be  enforced  in  the  Federal  courts,  whereas  at  the  present  time  they 
nmst  be  enforced  in  the  State  courts.  Now,  which  is  the  better  forum  is  a  question  to 
be  considered.  I  have  always  believed  that  a  Federal  court  waa  a  better  forum  than 
a  State  court  for  the  enforcement  of  all  provisions  of  law  which  either  court  may 
have  jurisdiction  to  enforce.  Whether  I  have  answered  your  question  or  not,  I  do 
not  know. 

Q.  Do  you  think  that  Congress  now  has  no  power  to  impose  any  r^ulation  or 
restriction  uj)on  corporations  engaged  in  interstate  commerce? — A.  I  think  it  has  not 
except  as  it  is  applied  to  the  interstate-commerce  business.  That  is  a  line,  perhaps, 
somewhat  difficult  to  define,  to  ascertain. 

Q.  A  corporation  is  engaged  in  interstate  commerce;  that  is  a  fact.  Has  not  Con- 
gress, under  the  interstate-commerce  power  which  it  exercises  under  the  Constitution, 
the  right  to  exercise  control  over  that  corporation  if  it  is  engaged  in  interstate  com- 
merce?— A.  I  think  not.  This  I  understand  to  be  the  proposition.  You  inouire 
whether,  inasmuch  as  the  corporation  is  engage<l  in  interstate  commerce,  the  Federal 
authorities  may  not  exercise  jurisdiction  over  the  corporation  itself,  including  all  its 
business,  whether  it  is  interstate-commerce  business  or  not.    Now,  I  think  not.   I 
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think  the  fact  that  a  corpoiation  is  engaged  in  interstate  commerce  does  not  give  the 
United  States  the  control  over  the  corporation;  but  it  is  the  interstate-commerce 
business,  that  part  of  the  business  of  the  corporation  that  is  interstatei  which  the 
United  States  nas  control  over  or  may  interfere  with.  That  is  my  understanding 
of  it. 

Q.  You  think,  then,  that  a  court  would  draw  that  distinction  when  it  came  to 
construe  action  taken  by  Congress  undertaking  to  regulate  one  of  these  corporations 
that  was  engaged  in  interstate  commerce,  and,  of  course,  intrastate  commerce  also? 
You  believe  that  a  court  would  undertake  to  draw  the  distinction  you  have  drawn, 
and  say  that  Congress  has  control  over  this  corporation  so  far  as  it  affects  interstate 
commerce,  and  that  itij  power  ceases  so  far  as  it  goes  to  anything  else? — A.  I  think 
your  inquiry  goes  a  little  too  far.  1  do  not  think  the  court  would  say  it  has  control 
over  this  company,  so  far  as  it  is  engaged  in  interstate  commerce.  It  has  jurisdiction 
over  the  business  so  far  as  it  is  inters&te  commerce. 

Q.  The  Supreme  Court  has  held  that  under  the  interstate-commerce  and  foreign- 
commerce  power,  Congress  has  not  only  control  over  interstate  and  foreign  com- 
merce, but  also  over  the  instrumentalities — it  uses  that  expression — but  also  over 
the  instrumentalities.  Under  that,  it  controls  the  action  of  a  sailor  who  runs  away 
from  his  ship,  and  he  can  be  arrested  and  locked  up  until  his  captain  comes  and  takes 
charge  of  him. — A.  So  it  might  examine  a  corporation  engaged  in  interstate  com- 
merce. I  do  not  think  it  could  examine  the  lx)oks  of  a  corporation  which  related 
to  anything  other  than  its  interstate-commerce  business.  It  may  be  a  line  somewhat 
uncertain  and  difficult  to  find. 

Q.  (By  Representative  Livingston)  .  Your  idea  is  that  your  company  could  not  be 
complained  of  nor  classed  with  these  railroad  compcmies? — A.  I  did  not  quite  under- 
stand. 

Q.  Your  argument  is  that  we  could  not  go  any  farther  in  Congress  than  we  have 
gone  with  the  railroad  corporations,  where  we  could  control,  under  the  provision  of 
the  Constitution,  all  the  mails  anywhere — of  course,  that  is  interstate,  going  in  and 
out.  Do  you  think  that  is  as  far  as  we  could  go  with  your  company — ^we  could  con- 
trol you  when  you  got  into  another  State  with  your  bridges  and  raild? — ^A.  I  think 
you  would  have  the  same  control  over  our  company  that  you  have  over  a  railroad ; 
no  more. 

Q.  Not  any  more? — A.  I  do  not  think  you  could  make  fish  of  one  corporation  and 
fowl  of  another.    It  is  the  business  that  determines. 

Q.  If  we  did,  and  that  interfered  with  your  chartered  rights  under  the  State  in 
which  it  was  incorporated,  of  course  there  would  be  a  fight  between  the  United 
States  authorities  and  the  State  authorities  of  New  Jersey? — ^A.  Yes. 

J.  p.  MORGAN  A  CO.    HELD  CX)NTBOL  OF  THE  CONSTITUENT  COMPANIES. 

Q.  (By  Mr.  Jenkb)  .  When  you  made  the  contract  with  the  Moi^gan  syndicate, 
so-called,  with  reference  to  the  stock  of  these  different  constituent  companies,  did 
that  syndicate  have  control  at  that  time  of  a  majority  of  the  stock  of  these  different 
constituent  companies? — A.  I  believe  it  did. 

Q.  It  had  the  control  of  each  one? — ^A.  That  is,  the  syndicate  managers;  yes;  J.  P. 
Morgan  &  Co. ;  they  were  the  syndicate  managers;  they  organized  the  syndicate  to 
furnish  the  cash  and  take  stock. 

Q.  You  think  that  J.  P.  Morgan  &  Co.  themselves,  that  one  company,  had  a 
nudority  of  the  stock  of  these  constituent  companiesi? — ^A.  Yes. 

Testimony  closed. 

Whereupon  the  commission  at  3.45  p.  m.  adjourned  until  to-morrow  morning  at 
10.30. 
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Washington,  D.  C,  November  14,  1899. 

TESTIMOmr  OF  ME.  JOHN  W.  GATES, 

Chairman  of  the  American  Steel  and  Wire  Company  of  New  Jersey. 

The  commission  met  at  10.40  a.  m.,  Chairman  Kyle  presiding.  Mr.  John  W. 
Gates,  of  Chicago,  chairman  of  the  American  Steel  and  Wire  Company  of  New  Jer- 
sey, was  introduced  as  a  witness,  and,  being  duly  sworn,  testified  as  follows: 

Q.  (By  Senator  Kyle.)  State  your  full  name  and  address. — ^A.  John  W.  Gates; 
residence,  Chicago,  111.;  position,  chairman  of  the  American  Steel  and  Wire  Company 
of  New  Jersey. 

NATURB  AND  EXTENT  OF  THE  BUSINESS  OF  THE  AMERICAN  STEEL  AND    WIRE    COMPANY. 

Q.  (By  Mr.  Jenks.)  Will  you  kindly  tell  us,  in  the  first  place,  something  re^rding 
the  nature  of  the  business  of  the  American  Steel  and  Wire  Company;  wnat  is  your 
raw  material,  and  what  is  the  nature  of  the  products? — A.  We  are  owners  of  iron 
mines,  miners  of  iron  ore,  owners  of  coal  mines,  miners  of  coal,  burners  of  coke.  We 
operate  8  or  9  blast  furnaces,  3  Bessemer  steel  works;  we  have,  either  built  or  in 
process  of  construction,  17  open-hearth  furnaces,  about  22  to  25  rod-rolling  mills,  and 
20  to  30  wire  mills;  and  our  finished  product  is  plain  wire  of  every  shapje  and  kind 
used  in  America,  barbed  fence  wire,  wire  nails,  and  every  kindred  article  in  the 
wire  line. 

Q.  Wire  fences? — A.  Yes;  wire  fencing  of  all  kinds,  wire  clothes  lines,  wire  rope, 
wire  for  electrical  purposes,  and  all  the  various  purposes  for  which  wire  is  used. 

Q.  Are  you  able  to  furnish  your  rod  mills  and  wire  mills  all  of  the  raw  material 
that  they  require  from  your  own  plants,  or  do  you  have  to  buy  some  outside? — A. 
We  have  been  buyers  in  1899  of  perhaps  40  to  45  per  cent  of  our  products.  We  have 
been  makers  of  from  55  to  60  per  cent  of  our  product. 

Q.  Are  you  also  large  producers  of  copperas? — A.  Yes;  I  think  we  make  a  large 
share  of  the  copperas  made  in  this  country. 

Q.  About  what  percentage  do  you  make? — A.  It  would  be  a  guess  on  my  part.  I 
should  say  that  we  make  two-thirds  of  it. 

Q.  What  proportion  of  the  wire  nails  do  you  produce? — A.  I  presume  that  varies 
from  65  to  90  per  cent. 

Q.  And  witn  reference  to  the  rods  that  are  used  in  the  production  of  wire,  what 

Proportion  of  that  product? — A.  There  are  5  rod  mills  that  are  not  in  the  American 
teel  and  Wire  Company. 

Q.  And  how  many  did  you  say  you  have? — A.  I  think  we  have — I  should  have  to 
count  up,  if  you  would  like  to  have  me. 

Q.  Well,  if  you  can,  give  us  pretty  nearly  what  it  ifl? — A.  (Witness  figures) .  We 
have  28. 

Q.  You  probably,  then,  have  from  75  to  80  per  cent  at  any  rate  of  the  rod  produc- 
tion of  the  country? — A.  I  should  think  we  had  fully  that. 

Q.  Perhaps  more? — A.  Seventy-five  to  80  per  cent. 

Q.  The  statement  was  made  in  the  papers,  before  the  organization  of  the  present 
American  Steel  and  Wire  Company,  ii  I  recollect  rightly,  that  the  Illinois  American 
Steel  and  Wire  Company,  which,  I  believe,  is  one  of  your  constituent  companies,  had 
control  of  about  75  per  cent  of  the  total  output  of  wire  rods  and  nails.  Is  that  a  fair 
statement? — A.  Well,  no;  I  do  not  think  that  would  be  a  fair  statement.  I  do  not 
think  we  had.  There  is  what  the  manufacturers  would  call  the  active  tonnaf^e  and 
the  inactive  tonnage.  The  active  tonnage  we  would  call  in  manufacturing  a  concern 
that  runs  every  day  in  the  year  regardless  of  the  price;  whether  it  is  good  or  bad,  they 
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keep  mnning.  The  inactive  tonnage  would  be  the  tonnage  th&t  was  on!  y  operated  when 
prices  were  good.  Of  the  active  tonnage,  I  presume  that  the  American  Steel  and 
Wire  Company  of  Illinois  had  probably  60  per  cent;  but  they  did  not  have  60  percent 
of  the  active  and  inactive  tonnage,  for  there  were  a  lot  of  rod  mills  that  did  not  ran 
at  all. 

THE   PRICB  OF   IRON   ORB. 

Q.  Can  you  give  the  statistics  of  prices  for  some  time  past,  we  will  say  for  the  lasts 
or  4  or  5  years,  of  some  of  your  leading  products;  for  example,  the  prices  of  iron 
ore,  the  cost  of  transportation  of  this  ore  from  the  mines  to  the  mill&  the  prices  of 
steel  billets,  of  rods,  and  of  wire  nails?  I  may  say  that  we  have  already  sent  to  yon 
a  similar  request  that  you  perhaps  did  not  see. — A.  I  never  saw  it.  The  price  of  iron 
ore  in  1896  was  liasiHl  on  Norrie  ore  as  a  base  ore,  and  was  fixed  at  $4.  Other  ores 
were  sold,  taking  into  comparison  the  moisture,  the  percentage  of  metallic  iron,  and 
phosphorus  and  the  various  chemical  qualities  and  phvsical  qualities,  on  a  scale  up 
or  down  from  $4.  That  was  for  the  season  of  1896.  In  1897  the  prices  were  fixed 
on  the  basis  of  Norrie  ore  at  $2.75.  In  1898,  about  $2.80  to  $2.90.  In  1899, 12.90 
to  $3.     For  1900, 1  presume,  any  of  us  would  be  willing  to  pay  $2.50  a  ton  more. 

Q.  (By  St»nator  Kyle.)  I)o  you  mean  $4.50? — A.  No;  I  should  say  that  we  would 
be  willing  to  pay  $5.50  for  ore  that  we  paid  $3  for  this  year.  The  reason  for  the 
ffreat  advance  is  not  any  combination,  consolidation,  or  agreement;  but  there  never 
has  been  until  this  year,  I  l)elieve,  10,000,000  tons  of  pig  iron  made  in  this  countiy— 
certainly  not  lately.  This  year,  I  think,  there  will  oe  over  13,000,000  tons  maie. 
Never  until  1899  has  the  value  of  ore  l>een  'fixed  at  anything  more  than  a  few  cent^ 
per  ton  in  the  gnmnd.  To-day  a  mine  that  will  measure  up  a  million  tons  of  ore  of 
the  grwie  of  Norrie  would  sell  for  a  couple  of  dollars  a  ton  m  the  ground,  $2,000,000 
for  the  ore  in  the  ground.  Three  or  4  or  5  or  6  years  aco  that  ore  might  have 
brought  40  cents  or  50  cents.  Never  until  this  year  have  the  owners  of  ore  mina 
realizcHi  the  value  of  ore.  They  have  been  mining  out  their  principal.  Year  after 
year  they  have  l)een  taking  out  ore  as  long  as  there  was  any  in  sight,  not  figorisg  on 
the  value  of  it,  figuring  that  they  wanted  to  keep  in  business.  Tnis  year  a  tremen- 
dous tonnage  came  not  only  from  American  consumption  but  from  all  over  the  worid, 
and  the  consequence  is  that  the  price  of  ore  has  pushed  itself  up.  There  has  been 
no  agreement  on  ore,  as  far  as  I  know,  for  the  last  2  or  3  months,  of  any  kind,  shape, 
or  nature,  and  yet  ore  has  sold  higher  than  it  has  sold  in  a  great  many  years. 

Q.  You  have  said  that  the  average  price  in  1899—1  suppose  that  was  from  the 
beginning  of  the  year  1899  up  to  date — has  been  from  $2.90  to  $3? — A.  The  price  of 
ore  is  always  fixw  along  in  tne  winter  or  early  spring  for  the  season* s  delivery,  and 
when  I  say  1899  ore,  I  mean  the  pric^e  that  was  fixed  last  January. 

Q.  And  that  contract  price  runs  through  imtil  the  coming  January? — A.  Thatmns 
through  the  season  of  navigation. 

OWNERSHIP  OF   LAKK  srPBRIOR   MINES. 

Q.  What  proportion  of  the  iron  ore  output  of  the  Lake  Superior  re^on—is  that 
where  vours  is,  mostly? — do  you  control? — A.  Perhaps  one-sixth  or  one-seventh— 
somewhere  in  that  neighborhood. 

Q.  What  are  the  2  or  3  other  large  controlling  concerns  of  that  ore  besides 
yours? — A.  There  is  the  Oliver  Mining  Company,  the  Federal  Steel  Company,  the 
National  Steel  Company,  the  Republic  Iron  and  Steel  Company,  and  then  indiridoal 
owners. 

Q.  But  those  that  you  have  mentioned  are  the  largest? — A.  Those  are  the  laiigest 
producers.  There  is  a  good  deal  of  the  property  that  is  owned  in  fee  by  one  man  or 
set  of  men,  and  others  pay  a  royidty  on  the  mining  of  that  ore. 

LAKE  FREIGHT  RATES. 

Q.  Now,  will  you  take  up  the  question  of  freight  rates? — A.  Lake  freight  rate^ 
Q.  Yes. — A.  Lake  freight  rates  from  the  head  of  Lake  Superior  to  South  Chicago 
and  lower  lake  ports  have  been  as  low  as  50  cents  a  ton,  and  I  am  not  quite  sure  that 
they  have  not  touched  45  cents. 

Q.  Can  you  give  them  substantially  from  1896  up  to  dat«,  as  you  did  for  the  ore?— 
A.  Verv  nearly,  for  I  was  president  of  the  Illinois  Steel  Company  for  those  years. 
I  would  say  that  in  1895  lake  freight  was  established  early  in  the  season  at  about  |1- 
Before  the  close  of  the  season  we  paid  |1 .  75  for  lai*ge  tonnage.  In  1896  they  attempted 
to  establish  the  freight  rates  at  75  cents.    I  think  we  chartered  some  boats  at  45  cents— 
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what  we  call  wild  charters.  I  know  we  chartered  a  good  deal  of  tonnage  at  50  cents ; 
I  think  we  chartered  some  wild  tonnage  at  45  cents — ^boats  that  had  nothing  to 
do,  and  it  was  simply  a  question  whether  they  should  lie  still  or  take  what  they 
could  get.  In  1897  it  was  from  50  to  70  cents,  as  I  remember  it,  varying.  In  1898 
it  was  from  55  to  62  cents.     In  1899  it  has  been  from  60  cents  to  |2.     I  am 

E resident  of  the  American  Steamship  Line.    We  have  hauled  ore  at  $2,  and  we  have 
auled  ore  at  60  cents.    We  have  loaded  our  boats  on  one  trip  with  $2  ore  and  the 
next  trip  at  60  cents,  and  vice  versa. 

THE  AMERICAN  STEAMSHIP  COMPANY. 

Q.  What  proportion  of  your  transportation  are  you  able  to  put  in  your  own  ves- 
sels?— A.  It  has  80  happened  that  we  have  not  handled  a  ton  of  our  ore  this  year. 

Q.  So  your  own  vessels  have  been  working  for  other  people? — A.  Our  vessels  have 
been  hauling  Carnegie  and  Federal  Steel  ore  and  grain  entirely.  The  boats  that  we 
have  chartered  have  handled  our  own  ore.  It  might  be  ri^ht  the  reverse  the  next 
year;  we  might  handle  all  of  our  ore;  but  that  is  hardly  possible,  as  we  have  already 
chartered  now 

Q.  (By  Senator  Kyle.)  What  is  the  governing  principle  as  to  what  you  haul? 
What  determines  whether  you  shall  haul  your  own  or  somebody's  else? — A.  I  am 
speaking  now  about  the  American  Steamship  Company  and  not  the  American  Steel 
and  Wire  Company.  The  American  Steamship  Company  is  owned  by  some  of  the 
parties  in  the  American  Steel  and  Wire  Company  ana  some  that  are  out.  It  is  man- 
aged by  Capt.  A.  B.  Wolviu,  of  Duluth,  and  he  has  carte  blanche  to  get  as  much 
money  as  he  can  from  any  source  for  the  boats. 

Q.  (By  Mr.  Jenks.)  You  spoke  of  the  American  Steel  and  Wire  Company  con- 
trolling or  owning  the  ships? — A.  No. 

Q.  You  had  reference  to  this  American  Steamship  Company? — ^A.  No;  you  misun- 
derstood me.  I  said  I  was  president  of  the  American  Steamship  Company,  and  a 
good  many  of  the  stockholders  are  identical,  probably  one-half  or  two-thirds  of  them. 
The  American  Steel  and  Wire  Company  are  not  in  the  transportation  business  at  all. 

Q.  Merely  some  of  the  stockholders  are  the  same? — A.  Some  of  the  stockholders 
are  the  same.    The  line  was  bought  while  I  was  in  Europe. 

Q.  Has  this  American  Steamship  Company  capacity  enough  to  haul  all  the  ore  for 
the  American  Steel  and  Wire  Company? — ^A.  1  snoula  think  it  had;  yes. 

COOT  OP   LAKE  TRANSPORTATION. 

Q.  Now,  if  you  will  continue  further  with  reference  to  the  cost  of  putting  this  ore 
from  the  veesels  into  the  mills  as  needed. — A.  Very  much  depends  upon  the  size  of 
the  boat  and  the  modemness  of  the  boat.  If  it  is  an  old-fashioned  wooden  boat  that 
makes  8  or  9  knots  an  hour,  it  necessarily  moves  slow;  if  it  is  a  modem  steel  steamer 
that  will  carry  five  or  six  or  seven  or  eight  thousand  tons,  you  can  handle  ore  pretty 
cheaply.  I  should  say,  however,  that  the  fair  cost  of  the  lake  tonnage — ^if  tnat  is 
what  you  want  to  eet  at? 

Q.  Yes;  that  to  begin  with. — ^A.  A  fair  estimate  of  the  cost  of  lake  transportation 
would  be  that  we  can  not  move  ore  for  better  than  about  60  cents  a  ton. 

Q.  Yes. — A.  Take  that,  every  bit. 

Q.  Yes. — A.  The  modem  boats  could  not  do  better  than  that,  and  the  old-fash- 
ioned boats  probably  can  not  move  it  for  60  cents. 

RAIL  FREIGHTS,    LAKE  TO   PITTSBURG — ^RELATIONS  TO   RAILROADS. 

Q.  Where  does  the  American  Steel  and  Wire  Company  have  the  largest  amount  of 
ore  delivered  for  its  own  use? — A.  At  Lake  Erie  ports. 

Q.  Can  you  give  us  an  idea  of  the  cost  of  transportation  from  th#  vessels  to  the 
mills  where  you  use  it? — A.  I  think  the  freight  rate  is  about  90  cents — I  would  not 
be  positive  as  to  the  freight  rates  because  I  do  not  charge  my  mind  with  them— 90 
cents  from  Lake  Erie  ports  to  Pittsburg. 

Q.  Is  it  at  Pittsbuig  that  you  use  the  most?— A.  Yes;  we  use  more  ore  at  Pittsburg 
than  we  do  at  ClevelMid.  Perhaps  it  is  pretty  nearly  a  balance  between  Pittsburg 
and  Cleveland. 

Q.  Has  the  American  Steel  and  Wire  Company,  or  any  of  its  lar^t  stockholders, 
also  lai^ge  interests  in  the  railroads  over  which  the  ore  goes;  that  is,  is  the  relation 
between  the  American  Steel  and  Wire  Company  and  the  railroad  over  which 
most  of  its  freight  goes  similar  to  that  between  the  American  Steel  and  Wire 
Ck>mpany  and  the  American  Steamship  Company? — A.  No.    I  have  some  interest 
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in  the  Baltimore  and  Ohio  Railroad,  but  I  do  not  know  that  they  get  a  ton  of  oorore. 
I  do  not  know  of  any  other  prominent  stockholder  in  oar  company  who  hasadolki'fl 
intert^t  in  any  railroad  that  transports  our  ore  either  from  the  mmes  to  the  lakes  or 
from  the  lakes  to  the  furnaces. 

MARKBT  QUOTATIONS — WABTEB  OF  MANUFACTURING. 

Q.  Speaking  in  general  with  reference  to  the  prices  of  the  variona  products  of  the 
American  Steel  and  Wire  Company,  would  you  say  that  the  central  niArket  piioeB 
that  are  given  in  the  trade  papern,  say  the  Iron  A^,  are  faxny  typical  and  fairlj 
ac(*urate? — A.  Well,  I  nliould  say  that  the  Iron  Age  was  the  best  tnude  paper  in  this 
country  for  the  iron  and  Kteel  manufacturers.    It  will  come  the  nearest  to  giving  bets. 

Q.  ^)  that  the  market  rate»  there  could  be  fairly  relied  upon  for  general  resulteby 
thiH  ('ommiw*ion? — A.  I  think  so. 

Q.  If  we  were — in  order  to  get  at  the  nature  of  the  businees  along  this  line— if  we 
were  to  take  the  price  of  steel  billets  at  Pittsburg,  say,  and  compare  that  with  the 

Srice  of  Hmooth  wire  at  Pittuburg,  subtracting  the  one  price  from  the  other  per  hon- 
re<i  pounds,  the  retmlt,  you  would  say,  would  l)e  fairly  accurate  as  to  the  cost  of  the 
maiiufac^ture  of  the  steel  billets  into  the  rods,  the  cost  of  the  manufacturing?— A.  It 
would  be  misleading. 

Q.  In  what  particular? — A.  We  will  suppose  that  the  waste  of  rolling  a  $15  billet 
intx)  a  wire  nxi  was  8  per  cent;  that  would  be  $1.20  of  loss.  When  you  strike  a  |35 
billet  the  wa4*te  would  In?  8  j)er  cent,  or  $2.80.  Now  that  carries  all  through  the 
various  prottesnes.  In  the  manufacture  of  nails  there  is  a  loss  of  perhafiB  2}  or  3  per 
cent  for  what  we  call  the  whisker — the  shearing  of  the  point  of  me  nail.  In  $14  or 
$15  Hteel  that  is  not  a  very  important  item,  but  in  $35  and  $38  and  $40  steel  it  is  a 
very  important  item.  So  that  carries  through  the  various  lines.  You  must  have  a 
latter  sprea^i  as  the  price  of  your  raw  material  advances  in  order  to  make  the  same 
percentage  of  j)rofit.* 

GROWTH   OF   MANUFACTCRB — DBCLINE  OF   PRICES. 

As  an  illuf!tration,  I  appeared  before  the  Senate  Committee  on  Fincmce  in  1888.  At 
that  tinu'  perhaps  40  or  50  per  cent  of  the  wire  rods  used  in  the  United  States  were 
manufm'tured  here;  the  balance  of  them  were  imported.  I  stated  at  that  time  to 
Senator  Sherman,  I  think,  or  Senator  Allison,  who  was  chairman  of  the  conu^ittee, 
that  if  they  allowed  a  certain  protective  tariff,  six-tenths  of  a  cent  a  pound,  within 
10  years  we  would  make  all  the  wire  rods  that  were  used  in  this  country.  We  finally 
got  the  six-tenths  of  a  cvnt  protection,  and  to-day  America  exports  a  good  many 
wire  ro<ls  and  imjK)rt«  practically  none.  They  export  10  tons  where  &ey  import 
1,  and  20  years  ago  it  was  entirely  the  other  way.  When  I  went  into  the  wire 
business  in  St.  Louis,  the  price  of  Iwtrbed  fence  wire  was  about  8  or  9  cents  a  pound 
for  painted  and  9  or  10  i*entH  for  galvanized,  and  practically  every  ounce 

Q.  (Bv  Senator  Kyle,  interrupting.)  What  year  was  that? — A.  About  1880  or  1881. 
Practically  every  ounce  of  wire  we  made  was  made  from  imported  stock,  and  oar 
pert^entage  of  profit  was  less  18  or  20  years  ago,  with  the  price  of  barbed  fence  wire 
twice  as  nigh  as  it  is  now,  than  it  is  to-dav  or  was  a  year  or  2  jrears  ago. 

Q.  (By  Representative  Livingston.)  What  is  the  output  of  iron  and  steel  in  this 
country/  Is  it  not  twice  as  much  or  four  times  as  much  as  it  was  20  years  ago?— A. 
In  1874,  I  think^  the  output  of  wire  in  this  country  was  about  40,000  tons. 

Q.  I  am  talking  about  the  material  from  which  you  make  it;  I  was  asking  roo 
about  the  iron  and  steel. — ^A.  I  was  answering  you  by  giving  you  the  wire  end  of  it 
I  can  not  carry  the  iron  and  steel  statistics  back  that  far.  I  do  not  think  they  were 
kept.  I  think  Mr.  Swank  began  keeping  the  statistics  about  12  or  15  years  ago.  In 
1874  the  output  of  wire  in  the  United  States  was  about  40,000  tons— about  25  vears 
ago;  in  18?m,  I  think,  the  output  will  be  1,250,000  tons. 

Q.  (By  M  r.  Warqitiiar.  )  How  do  you  account  for  this  difference — by  cheapening  the 
process  of  manufacturing,  and  thereby  making  profited?  Or  is  it  the  demand  at  the 
decreasefl  prices? — A.  Well,  it  is  the  decreased  price,  making  a  cheap  fence  for 
the  farmer  to  uw  or  a  cheap  nail  for  the  farmer  to  drive;  it  is  the  electrical  tnuiB- 
mission  of  power,  and  the  thousand  and  one  things  that  wire  is  used  in  connection 
with.  That  ha»s  a  great  deal  to  do  with  it.  And  then,  on  the  other  hand,  the  proceffl 
of  manufacturing  has  been  cheapened  very  much;  and  while  all  this  process  has  been 
going  on  I  think  labor  to-day  is  paid  higher  wages  than  15  or  20  years  a^  in  our 
line.  I  think  lS9d  will  show  the  highest  scale  of  wages  that  we  ever  paid  in  our 
history  to  our  workmen. 

1  See  Chart. 
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BBGBMT  CHANOE8  OF  PRICES. 

Q.  (By  Eepresentative  LiviNGfiTON.)  What  is  the  increase  in  the  j>nce  of  wire  to 
the  consumer  in  the  last  24  months? — ^A.  It  is  perhaps  proportionate  with  the  increase 
of  the  cost  of  raw  material;  I  do  not  think  it  is  quite. 

Q.  Can  you  give  the  figures? — A.  Well,  I  should  say  that  pig  iron  has  increased 
from  $9  to  $24.  That  would  be  practically  200  per  cent.  And  wire  has  increased  per- 
hans  125  or  150  per  cent — less  proportionately  than  the  raw  material. 

Q.  (By  Mr.  Jenk8.J  The  difference  in  price  per  100  pounds,  according  to  the  Iron 
Age,  between  steel  billets  at  Pittsburg  ana  smooth  wire  has  gone  from,  we  will  say  44 
or  45  in  October  and  November  of  1898.  up  to  the  neighborhood  of  80  in  June  and  July. 
The  difference  in  price  between  smootn  wire  and  wire  nails,  on  the  other  hand,  has 
remained  almost  exactly  the  same.  Can  you  tell  why  that  is? — A.  I  think  that  when 
the  larger  manufacturers  were  separated  they  perhaps  gave  inducements  in  the  price 
of  one  to  get  people  to  buy.  the  other.  We  have  gone  on  the  basis  of  fixing  a  profit 
that  would  allow  a  ^r  remuneration  to  us  on  the  market  price  of  the  material  we  had 
to  buy;  and  I  think  our  scale  of  prices  will  figure  out  to  be  a  fairer  scale  to  both  the 
producer  and  the  consumer  than  the  one  that  was  in  vogue  1  or  2  years  ago.  We  go 
on  a  profit  basis  entirely;  that  is,  we  do  not  seek  to  make  more  profit  on  a  ton  of  wire 
nails  than  we  would  on  a  ton  of  plain  wire,  or  vice  versa,  consiaering  the  amount  of 
capital  involved  in  the  manufacture  of  each  article. 

Q.  I  still  do  not  quite  understand  the  difference.  Here  is  a  very  material  increase  in 
the  difference  between  steel  and  smooth  wire,  also  between  smooth  and  baxbed  wire, 
but  practically  no  increase  in  the  difference  between  the  prices  of  wire  and  wire 
nails. — ^A.  Well,  that  was  last  year. 

Q.  That  is  the  difference  between  the  latter  part  of  last  vear  and,  say,  midsummer 
of  this  year.~A.  In  1895,  1896,  1897,  and  1898  I  was  president  of  the  Illinois  Steel 
Company.  I  am  not  conversant  with  wire  prices  durine  that  particular  period.  My 
time  was  given  to  the  Illinois  Steel  Company.  I  can  tell  you  about  the  prices  of  rails 
or  billets  perhaps  very  much  better  than  I  could  about  the  price  of  wire. 

Q.  I  was  referring  simply  to  the  latter  part  of  last  year.  At  what  time  was  the 
American  Steel  and  Wire  Company  organized? — A.  I  think  their  charter  was  about  the 
middle  of  January. 

Q.  Of  this  year?— A.  Yes.. 

Q^  And  this  difference  of  prices  that  I  was  referring  to  was  simply  for  a  few  months 
befoi4  that  time? — ^A.  Yes. 

MONOPOLY  OF  BABBSD  WCSB,  NOT  OF  SMOOTH. 

Q.  There  has  been,  as  I  said  before,  a  very  decided  increase  in  the  difference  of 
price  between  barbed  wire  and  smooth  wire,  and  also  between  steel  and  smooth  wire, 
out  no  increase  in  the  difference  between  wire  and  wire  nails;  what  is  the  explanation 
of  that? — ^A.  The  price  of  barbed  wire  has  advanced  more  than  the  price  of  smooth 
wire,  has  it  not? 

Q.  Yes;  by  50  per  cent. — A.  That  is  no  doubt  due  to  the  fact  that  we  have  a 
monopoly  of  the  barbed  wire.  We  practically  own  every  patent  on  barbed  fence 
wire  and  machinery  in  existence  in  the  United  States,  and  we  claim  that  no  one  can 
manufacture  barbed  wire  without  infringing  our  rights.  We  paid  a  great  many  hun* 
dred  thousand  dollars  for  these  patents,  a  gr^t  many  hundrea  thousand  dollars  more 
in  litigating  and  sustaining  them.    We  sustained  one  recently  in  the  Supreme  Court 

Q.  So  that,  so  £ar  as  the  price  of  barbed  wire  is  concerned,  you  have  a  decided 
advantage  in  having  practically  a  complete  monopoly  of  the  patents? — A.  Yes. 

Q.  That  does  not  apply  to  so  great  an  extent  in  smooth  wire? — ^A.  No,  it  does  not. 

Q.  At  the  same  time  you  did  say  that  you  controlled  a  very  laige  propnortion,  75  or 
80  ner  cent  at  any  rate,  of  the  output  of  smooth  wire? — A.  Yes, 

Q.  Perhaps  more  than  that.  You  are  enabled  by  virtue  of  that  1^^  output  to  fix 
pretty  defimtely  your  prices  and  be  sure  you  get  some  profit  at  least T>ut  of  that? — ^A. 
We  do  not  aim  to  produce  anything  that  does  not  pay  us  a  profit.  We  go  on  the 
principle  of  making  a  profit  on"  everything  that  we  make.  There  may  come  a  time 
when  we  may  have  to  sell  at  a  loss,  but  at  the  present  time  we  are  having  a  profit  on 
everything. 

Q.  And  by  virtue  of  your  large  output — ^the  large  proportion  of  the  total  outputr^ 


Q.   (By  Mr.  Jenks.)  Except  in  so  far  as  the  barbed  wire  business  goes,  of  course? — 
A.  In  the  barbed  wire  business  if  any  concern  sees  fit  to  infringe  our  rights  we  shall 
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l)egin  litisation  against  them.  We  have  done  thi^t  probably  in  almoet  every  drrmt 
court  in  tne  Tnitw  States.  Yes,  and  l)een  suocespful ;  but  we  do  not  attempt  to  control 
thi>  prices  of  nmooth  wire  or  wire  nails  or  anything  that  we  do  not  have  a  legal  right  to 
control  by  virtue  of  our  patent  monopoly,  which,  1  think,  has  several  years  yet  to  ran. 

COMPETITION   IN   WIRE  NAILS — NO   PATENTS. 

Q.  About  what  proportion  do  you  have  of  the  output  of  wire  nailsi? — ^A-  I  shoaltJ 
say  about  the  same  proportion  as  of  plain  wire. 

Q.  (By  Representative  Livingptton.)  What  is  that? — A.  Sixty-five  to  80  or  95  per 
a»nt,  somewhere;  I  cam  not  tell  you. 

Q.  Is  it  not  a  fact  that  competition  has  kept  the  price  of  wire  nails  down,  while 
the  smooth  wire  has  gone  higher? — A.  No;  I  do  not  think  so. 

Q.  Do  you  not  know  it  to  he  a  fact  that  the  burners  and  the  mechanics  object  to 
the  price  of  wire  nails,  and  will  take  the  other  nails  just  as  soon  as  you  put  up  the 
price? — A.  I  think  every  advance  that  we  have  made  in  the  last  year  has  affected 
wire  nails  and  smooth  wire  about  the  same. 

Q.  The  price  of  wire  nails  has  not  gone  up,  while  the  }>rioe  of  smooth  wire  and 
barbed  wire  has  doubled  almost. — A.  We  claim  a  perfect  right  to  put  any  price  on 
barbed  fence  wire  that  would  seem  justifiable  on  tne  ground  that  we  have  paid  cot 
htmdreds  of  thousands  of  dollars  for  patents.  We  do  not  claim  that  right  on  the 
others. 

Q.  You  have  acquired  a  patent  monopoly,  and  you  justify  it  then? — ^A.  Yes.  The 
granting  of  a  patent  gives  a  man  a  monopoly,  as  I  tmderstand,  if  he  has  a  good  patent 

Q.  (By  Mr.  Conger.)  I)o  you  make  as  much  profit  on  the  manuJbcture  of  naileas 
you  do  on  the  manufacture  of  barbed  wire? — A.  No,  I  think  not. 

Q.  Why  do  you  not?  Whv  do  you  not  ask  a  price  that  will  bring  you  as  much 
profit  on  the  nails  as  on  the  Wrbeil  wire? — A.  Because  there  are  no  patents  on  nail 
machinery  that  w^e  know  of,  and  there  are  patents  on  barbed-wire  machinery  pro- 
ducing this  product. 

Q.  There  la  some  competition,  then,  in  the  manufiacture  of  wire  nails? — A.  Yes; 
there  is  some  in  the  manufacture  of  barbed  wire,  but  not  very  much.  It  is  limited 
to  two  or  three,  probably  three  more  concerns  that  have  licenses. 

Q.  (By  Mr.  Jenks.)  Is  there  as  much  profit  at  the  present  time  for  your  conoeni 
in  the  manufacture  ot  wire  nails  as  there  is  in  the  manufacture  of  smooth  wire?— A. 
Why,  I  think  about  the  same. 

Q.  Do  you  have  agreements  with  independent  manufacturers  of  wire  nails,  more 
or  less  formal,  as  regards  the  prices  at  which  the  nails  shall  be  marketed? — A.  No; 
we  do  not;  we  have  no  agreement  whatever. 

Q.  You  furnish  to  those  manufacturers  of  wire  nails  in  various  cases  the  smooth 
wire  from  which  the  nails  are  manufactured? — A.  Yes;  sometimes  we  do. 

MONOPOLY   OK  WOVEN   WIRE  FENCING,    AND  HIGH  PROFITS. 

There  is  a  great  deal  of  woven  wire  fencing  made  in  this  country.  We  claim  a 
monopoly  under  patents  of  most  of  the  woven  wire  fencing.  We  made  the  past  vear 
al)out  25,0(X)  miles  of  woven  wire  fencing  under  patents  tnat  we  purchasea,  and  we 
get  a  very  much  larger  profit  on  that  than  we  do  on  the  plain  fence  wire  or  even 
barbed  wire  or  wire  nails,  for  the  reason  that  we  own  the  patents  on  the  machines 
and  the  patent  on  the  product. 

NO   MONOPOLY   OF  WIRE-NAIL  MACHINERY. 

Q.  As  to  the  machinery  that  is  used  in  the  manufacture  of  wire  nails,  is  any  large 
proportion  of  that  patented? — A.  No;  I  think  not,  now.  I  bought  the  fi ret  wire-nail 
machinery  for  9ur  company  in  Germany  about  13  or  14  years  ago — ^in  Dusaeldorf, 
Germany.  At  that  time  all  the  wire-nail  machinery  in  this  country  was  manufac- 
tured in  Germany,  but  it  is  now  all  manufactured  here  and  we  are  exporting  tliat 
machinery. 

Q.  At  the  time  of  what  was  called  the  wire-nail  pool,  some  3  or  4  years  ago,  the 
statement  was  frequently  made  that  the  machines  for  tne  manufacture  of  wire  nails 
were  practically  under  the  control  of  that  wire-nail  pool  at  that  time. — A  That  was 
without  a  scintilla  of  truth  in  it;  none  whatever. 

Q.  There  was  no  agreement  between  that  pool  and  the  manufacturers  of  the  wire- 
nail  machinery  not  to  furnish  the  independents? — A.  I  do  not  know  as  to  that, 
because  I  had  nothing  to  do  with  it.  During  the  years  of  the  so-called  nail  pool  I 
was  president  of  the  Illinois  Steel  Company. 
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Q.  Then  how  is  it  that  you  dedare  that  there  was  no  tntth  in  the  widely  published 
statement  that  there  was  such  an' agreement,  and  that  the  wire-nail  pool  did  control 
the  wire-nail  machinery?— A.  I  say  that  because  as  far  back  as  1885  and  1886  I  went  to 
Germany  and  bought  vdre-nail  machinery  and  had  it  shipped  here,  and  the  makers 
of  it  did  not  claim  that  there  was  any  patent  on  it  when  I  oought  it  there.  If  there 
was  no  patent  on  what  was  known  as  tne  Malmedie  machine  in  1885  or  1886,  no  wire- 
nail  pool  or  agreement  made  10  years  later  would  claim  that  they  had  a  monopoly  on 
the  machine. 

Q.  I  understand  you  to  say  that  the  wire-nail  machinery  is  now  all  manufactured 
here? — A.  Yes;  all  that  is  used  is  manufactured  in  this  country. 

Q.  Would  it  be  a  possible  thing  for  the  wire-nail  pool  to  make  an  agreement  with 
the  manufacturers  of  that  machinery  not  to  sell  independents  on  condition  that  they 
would  take  their  total  output,  or  anything  of  that  kind? — A.  The  answer  is  that  any 
machine  shop  could  make  wire-nail  machinery.  It  is  not  a  hard  thing  to  make,  and 
there  are  no  patents  on  it.  Kilby,  of  Cleveland,  who  makes  everything  in  the  line 
of  machinery,  and  who  has  made  a  mat  deal  of  machinery,  has  made  a  great  many 
wire-nail  machines,  and  Whitney,  ofNew  York,  has  made  a  great  many,  and  we  have 
made  a  sreat  many  ourselves  in  the  past. 

Q.  Wnen  you  furnish  a  manufacturer  the  smooth  wire  which  enters  into  the 
manufacture  of  wire  nails,  in  those  cases  where  you  do  furnish  the  raw  material,  do 
you  have  any  understanding  as  to  the  prices  at  which  they  shall  sell  the  wire  nails? — 
A,  No. 

WIRE-NAIL   PRICES — NO  AGREEMENTS — QUANTITY   PRICES. 

Q.  If  they  wish  to  follow  your  prices  that  is  their  own  matter? — ^A.  We  have  no 
agreement  whatever.  If  they  wisn  to  sell  at  a  loss,  they  can  do  so.  I  think  our 
prices  are  different,  or  terms  are  different,  from  those  of  any  of  our  competitors.  That 
&  my  understanding. 

Q.  In  the  selling  of  your  product,  do  you  make  it  a  practice  to  sell  to  jobbers 
mamly,  or  do  you  sell  also  to  the  smaller  wholesale  dealers  and  retailers? — A.  We 
sell  to  anyone  who  wants  to  buy;  we  make  no  distinction. 

Q.  Do  you  give  an  advantage  in  price  to  those  who  buy  in  car  lots? — A.  I  think  we 
have  one  price  for  carload  lots,  one  price  for  less  than  carload  lots,  and  one  price  for 
laroer  quantities — 100  or  200  tons.    I  am  really  not  familiar  with  that 

Q.  Tnat  is  to  say,  if  yon  made  this  third  distinction  that  you  spoke  of,  there  would 
be  an  advantcupe  in  -jpice  to  the  very  large  dealer  who  took,  pernaps,  several  carlaeul 
lots  in  oontradistinction  to  the  smaller  ones  who  took  only  one? — A.  Yes;  I  think  we 
have  a  jobber's  price,  a  carload  price,  and  a  less  than  carload  price.  My  impression 
is  that  the  difference  between  the  carload  and  the  less  than  carload  price  is  15  cents 
per  100  pounds,  but  I  can  not  tell  you  what  the  difference  is  between  the  jobber's 
price  and  the  carload  price. 

Q.  There  is  a  difference? — ^A.  There  is  a  difference.  Mr.  Pearson  is  here  in  the 
room  and  he  can  tell  you.    He  is  a  very  laige  customer  of  ours. 

Mr.  Jenes.  Will  Mr.  Pearson  kindly  answer  the  question?  Can  you  tell  the 
difference  in  price  between  the  carload  price  and  the  jobber's  price? 

Mr.  Pearson.  Fifteen  cents  a  k^. 

Mr.  Jenks.  And  then  the  difference  between  the  carload  price  and  the  less  than 
carload? 

Mr.  Pearson.  Fifteen  cents,  except  on  a  contract;  if  the  jobbers  place  a  contract 
for  1,000  kegs  it  is  2i  cents  cheaper. 

The  Witness.  I  am  not  familiar  with  the  prices. 

THE   ADVANCE   OF   WAGES. 

Q.  (By  Mr.  Jenks.)  Will  you  explain  to  us  briefly  the  relations  of  this  company 
to  its  wage-earners  as  regards  any  increase  or  decrease  in  wages  since  the  organization 
of  this  company,  so  we  might  compare  it  with  the  prices  themselves? — A.  On  the 
average,  I  think  we  are  paying  about  40  per  cent  more  than  the  constitutent  companies 
paid  before. 

Q.  (By  Mr.  Jenks.)  That  is,  you  think  the  wages  have  advanced  about  40  per  cent 
since  the  b^;inning  of  the  year? — ^A.  Yes;  possibly  more.  I  think  we  have  made 
two  advances  of  15  per  cent  each,  and  one  of  10.  I  am  not  certain  but  we  have  given 
another  of  10;  different  departments  of  our  works  have  advanced  differently. 

The  men  who  roll  the  steel  are  paid  at  a  scale.  For  instance,  at  $15  billets  they 
would  be  able  to  earn,  we  will  say,  $2.50;  with  billets  at  $20  they  would  be  able  to 
earn  $3.50;  with  billets  at  $25,  perhaps  $4.50;  at  $30,  $5.50  up.    So  that  they  are 


1012        HEABINaS   BEFOBE  THE  INDUSTRIAL  COMMISSION. 

getting  two  or  three  times  as  much.  In  the  general  scale  of  wages,  taking  all  of  oar 
workmen  in  the  various  mills,  I  think  the  average  advance  would  be  fully  40  per 
cent  In  some  ca^ss  it  would  be  150;  but  1  have  to  take  it  as  an  overall  propositioD, 
unless  I  should  single  out  certain  departments.  I  think  the  average  advance  would 
be  40  per  cent 

Q.  (By  Representative  Livingotox.)  Has  the  advance  in  the  rate  of  wages  been 
proportionate  to  the  advance  of  the  prices  of  your  product? — ^A.  I  think  fullv,  oonaid- 
ering  the  advance  in  raw  material. 

DOES  NOT  AND  WOULD  NOT  RBOOONIZB  THE  AMALGAMATED  ASSOCIATIOK. 

Q.  What  proportion  of  your  workmen  are  union  men?->A.  We  have  no  means  of 
knowinff.  We  make  no  distinction  whatever  between  union  and  nonunion;  so  I  have 
no  idea  now  many  of  our  men  are  miion  and  how  manv  are  not. 

Q.  You  spoke  of  the  fact  that  the  w^ages  were  fixed  on  a  sliding  scale.  Do  yoa 
make  anv  agreement  with  your  workmen  at  the  beginning  of  the  vear  with  r^er- 
enoe  to  that  sliding  scale — what  the  rate  shall  be,  running  through  the  yeai?— A 
Usually;  yes. 

Q.  Is  that  agreement  made  with  the  representatives  of  the  union? — A.  I  think  it  is 
made  with  the  men  as  individuals. 

Q.  (By  Mr.  Farquhar.  )  Is  it  not  a  fact  that  the  scale  of  wages  in  the  mills  is  fnmed 
by  conmiittees  of  the  manufacturers  and  of  the  Amalgamated  Iron,  Steel,  and  Tm 
Plate  Association  of  workmen? — A.  The  usual  custom  for  fixing  the  scale  of  wa^ses  is 
for  the  Amalgamated  Association  at  their  annual  meeting  to  agree  upon  what  they 
think  is  a  fair  scale  and  to  present  it  to  the  manufacturers.  Now,  the  manufactoren 
that  employ  nonunion  labor  usually  pay  the  same  as  those  that  employ  union  labor. 
That  is  the  usual  method.  If  a  manufacturer  that  employs  union  labor  is  not  eade^ 
fied  with  the  scale  he  fights  it  out  with  the  committee-— with  what  is  known  as  the 
mill  committee — and  after  he  gets  the  mill  committee  to  agree,  the  men  that  employ 
nonunion  labor,  or  the  men  that  do  not  recognize  unions,  usually  pay  the  same  scale 
as  those  that  have  an  agreement  with  any  association. 

Q.  The  question  was  asked  by  Professor  Jenks  whether  your  workmen  are  paid 
under  the  union  scale  or  not.  You  said  you  think  they  agree  individually. — A.  They 
agree  individually. 

Q.  You  do  not  recognize,  then,  the  Amalgamated  Association  in  your  works?— A. 
Well,  we  do  not  as  an  association. 

Q.  That  is  what  I  wanted  to  know. 

Q.  (^By  Mr.  Ratchpord.)  How  many  men  do  you  employ? — A.  Do  you  mean 
includmg  everything  in  full? 

Q.  Yes;  in  the  iron  industry,  both  mining  and  manufacturing? — ^A.  Well,  if  I  shonld 
guess,  I  should  guess  36,000. 

Q.  Will  you  explain  how  it  is  possible  for  your  companv  to  treat  with  these  m«i 
individually  as  to  wages? — A.  In  the  iron  mines  we  ^y  tne  {soin^  wages,  whatever 
they  may  be.  This  year,  I  think,  we  made  three  or  four  advances  m  the  iron  mines. 
The  vesselmen  are  not  employe<i  by  the  American  Steel  and  Wire  Company;  that  is 
in  a  separate  company ;  but  the  vesselmen,  I  think,  are  paid  about  the  same  way*.  The 
coke  men  and  the  coal  miners  and  the  coke  burners  are  paid  whatever  scale  is  paid 
in  the  district. 

Q.  What  is  it  that  determines  this  scale  of  wages  if  there  is  no  union  to  treat 
with?  How  is  it  arrived  at? — ^A.  Largely  a  question  of  negotiation  between  the 
mills,  the  mill  owners,  and  the  workmen. 

Q.  The  workmen,  acting  in  an  individual  capacity,  or  in  a  representative  capacity?— 
A.  Oh,  they  generally  appoint  a  committee. 

Q.  Then  they  have  a  form  of  oi^ganization,  have  they? — ^A.  Not  that,  in  our  case, 
we  recognize.    They  have  never  asked  us  that — to  recognize  them. 

Q.  Is  it  not  a  fact  that  the  iron  miners  have  a  national  organization? — A.  I  think 
they  have ;  yes. 

Q.  And  tHe  coal  miners  as  well? — A.  I  think  so. 

Q.  But  your  employees  are  not  connected  with  it,  to  your  knowled^? — ^A.  We  do 
not  know  whether  they  are  or  not.  We  treat  wnth  them  in  an  individual  capacity. 
For  instance,  if  they  came  to  us  and  said  that  they  represented  lodge  so-and-eo,  we 
should  know  then  tnat  they  were  in  an  association  ;  but  they  have  never  done  that ; 
they  have  come  and  said  that  they  were  a  committee. 

Q.  To  put  the  question  very  plainly,  have  you  at  any  time  discouraged  the  oTpD- 
ization  of  your  men  into  a  national  association,  or  refused  to  treat  with  them  as 
organized  men? — A.  I  do  not  think  we  have  ever  been  asked  to  treat  with  them  ss 
organized  men. 
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Q.  (By  Mr.  Farquhar.)  Do  you  ni^n  to  say  that  you  have  never  been  asked  to 
sign  an  Amalgamated  Association  scale,  by  a  properly  constituted  committee  of  tlie 
Amalgamated  Association? — A.  Are  you  referring  to  the  American  L>teel  and  Wire 
Company,  of  New  Jersey?    To  my  own  knowledge,  we  never  have. 

Q.  Have  you  at  any  time,  your  present  company  or  the  company  ;,  ou  were  con- 
nected with  before  in  iron  manufacturing,  ever  signed  an  Amal^mated  Association 
scale  with  the  men? — ^A.  Yes;  we  have;  years  ago. 

Q.  That  was  the  Illinois  Company? — A.  No. 

Q.  Which  company  was  it? — A.  The  Illinois  Company  has  union  labor  to-day, 
and  recognizes  its  men  as  union  men.  I  think  our  mill  at  Allen  town,  north  of  Phila- 
delphia, nad  Amalgamated  labor  at  one  time.  Our  mill  at  Pittsburg,  the  Rankin 
mill,  had  Amalgamated  labor  at  one  time. 

Q.  (By  Senator  Kyle.)  Rankin? — A.  What  is  known  as  the  Rankin  mill.  Our 
Joliet  mill,  I  think,  had  union  labor  at  one  time,  and  possibly  our  St,  Louis  mills, 
but  they  have  not  had  for  several  years. 

Q.  (By  Mr.  Farquhar.)  Do  you  wish  it  understood  broadly,  then,  that  you  do  not 
recognize  the  Amalgamated  Association  in  your  present  compaiiy? — A.  We  have  not 
been  asked  to.  None  of  them  have  asked  us  to  recognize  them.  If  you  want  to,  put 
the  question  to  me  as  to  whether  we  would  recognize  them  if  they  asked  us  to. 

Q.  No;  I  asked  the  question  as  to  whether  you  did  or  did  not. — A.  We  do  not 
and  have  not  been  asked  to;  there  has  been  no  request  to. 

Q.  You  mean  to  say  that  these  scales  have  never  been  presented  to  your  present 
company? — ^A.  By  whom? 

Q.  By  the  Amalgamated  Association. — A.  Not  to  my  knowledge;  no. 

Q.  (By  Representative  Livingston.)  Would  you  do  it  if  they  should  ask  you? — 
A.  No;  we  would  not. 

TARIFF  NEEDED  TO  KEEP   MEN   EMPLOYED,  AND  TO  PAY   FREIOHTS. 

Q.  (By  Mr.  Farquhar.)  You  laid  considerable  stress  on  the  advantage  that  the 
tariff  gave  you,  while  you  were  before  the  Finance  Committee  of  the  Senate,  and 
subsequently  that  tariff  was  framed  to  suit  your  people.  Were  you  not  aware  that 
the  tenor  of  all  the  discussions  in  Congress,  and  through  the  press,  and  everywhere, 
was  that  that  tariff  was  built  to  protect  American  wages  first^  and  not  your  product? — 
A.  I  think  we  have  made  money  by  having  a  protective  tariff,  and  I  think  our  work- 
men have  also. 

Q.  (By  Representative  Livingston.)  You  said  that  you  received  a  certain  amount 
of  protection;  you  did  not  say  what. — A.  Six-tenths  of  a  cent  a  pound  on  wire  rods. 

Q.  You  said  that  yon  have  a  monopoly  on  machinery  and  patents? — A.  Not  for 
rolling  wire  rods. 

Q.  I  did  not  understand  whether  it  was  for  barbed  wire  or  smooth  wire?— A.  Not 
for  smooth  wire. 

Q.  But  then  you  have  a  patent  on  the  machinery  for  making  nails? — ^A.  None 
whatever. 

Q.  I  want  to  ask  you  if  you  need  that  protection  any  longer  to  enable  you  to 
stand? — A.  Yes. 

Q.  You  mean  to  say  that  your  syndicate  or  trust  or  combination,  whatever  you 
might  call  it — I  do  not  name  it — could  not  exist  without  that  protection  now? — A,  I 
mean  to  say  that  if  we  want  to  keep  the  same  number  of  men  employed,  and  give 
the  railroads  and  transportation  companies  of  this  country  the  same  amount  of  freight, 
we  can  only  do  so  by  having  a  protective  tariff. 

Q.  You  could  do  tnat  by  lessening  profits  on  your  wares,  could  you  not?    You  could 

five  labor  the  same  waees,  but  it  would  come  out  of  the  profits  you  now  make? — A. 
t  would  depend  entirely  upon  the  destination  of  the  gooas.  If  the  goods  carried  a 
freight  rate,  as  they  very  often  do  in  this  country,  of  from  $5  to  |15  or  $20  a  ton,  we 
could  not,  sir.  The  tanff  question,  in  my  judgment,  is  very  closely  involved  in  that 
question  of  transportation. 

Q.  Then  you  need  the  protection  more  as  an  offset  against  the  chai^^  for  trana- 
portation  than  you  do  for  anything  else? — A.  More  than  for  any  one  thing. 

EXPORTATION — AMERICAN   AND   EUROPEAN  WAGES. 

Perhaps  you  gentlemen  would  like  to  have  me  state  the  wages  paid  by  us  in  com- 
parison with  the  scale  of  wages  paid  to  workmen  in  Europe,  producing  the  same 
articles. 

Q.  (By  Mr.  Ratchford.^  We  should  like  to  have  the  scale  of  wages  paid  to  your 
workmen  as  compared  witn  the  scale  of  wages  paid  American  workmen  in  the  same 
industries,  in  the  same  departments. 
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The  WiTNEBB.  How  is  that? 

Mr.  Ratchford.  We  should  like  to  have  the  scale  of  waoea  paid  to  your  workmen 
as  compared  with  the  scale  of  wages  paid  now  to  the  members  of  the  AmalgwnJttfd 
Association. 

Mr.  Farqi'Hail  That  is  right. 

Q.  (By  Mr.  Ratchford.)  And  also  to  the  members  of  the  Iron  Miners'  Assocb- 
tion. — A.  I  think  we  pay  the  same. 

Q.  We  should  like  to  make  a  comparison  if  yon  will  be  pleased  to  state  the  scale.— 
A.  I  think  we  pay  exactly  the  same.  There  is  probably  one  factor  that  some  of  the 
gentlemen  an*  not  aware  of,  and  that  is  our  average  exportation.  Our  average  exp«>r- 
tation  for  the  year,  for  1899,  has  l)een  about  70O  tons  per  day,  so  that  I  think  the 
gentlemen  wouUl  do  well  to  look  at  the  European  scale  of  wages,  for  they  are  com- 
peting with  us  in  the  same  countries. 

Q.  (By  Mr.  Conger.)  I  winh  you  would  make  the  comparison  of  wages  paid  here 
and  in  Europe,  as  you  started  to  do  a  few  minutes  ago. — A.  I  think  we  pay  at  least  60 
to  85  per  cent  more  on  an  average. 

Q.  That  is  in  vour  wire  mills? — A.  Yes;  wire  mills,  rod  mills,  and  the  varioDS 
departments.  I  tnink  our  average  will  be  not  less  than  60  and  from  that  to  85  per 
cent  higher. 

AMERICAN   AND  EUROPEAN  COST  OF  LIVING. 

Q.  (By  Representative  LiviNOfirroN.)  Do  not  vour  wage-earners  pay  from  65  to  ffi 
per  cent  more  for  their  food  and  clothing? — A.  No,  sir;  they,  do  not 

Q.  They  do  not?  You  have  looked  into  that,  have  you?  You  have  thoroughly 
satisfied  yourself  ? — A.  I  have  studied  the  situation  on  lioth  sides  of  ttie  water  for  20 
yeara.  There  is  only  one  thing  practically  that  is  cheaper  on  the  other  side  of  the 
water  for  the  workman,  and  that  is  rent 

Q.  Their  clothing  is  the  same,  too? — A.  You  can  buy  a  pair  of  shoes  in  America 
cheaper  than  you  can  buy  the  same  pair  in  Europe,  and  you  can  buy  clothes  cheaper. 
You  can  buy  various  gcKnis  as  cheap  and  cheaper.  The  living  of  the  workmen  u«  tf 
cheap  in  the  Unite<l  States  as  anywhere  in  the  world,  providing  the  workmen  live 
the  same;  but  the  Americtms  live  better  than  foreign  workmen. 

Q.  You  mean  they  buy  a  higher  grade  of  goods? — A.  They  buy  a  higher  grade  of 
go(xls  and  live  better,  send  their  chfldren  to  oetter  schools,  and  enjoy  the  comforts 
of  life;  but  the  c*ost  of  living  is  certainly,  in  my  judgment,  as  cheap  in  the  United 
States,  everything  considered,  as  anywhere  in  the  world  for  the  laboring  man.  I 
have  been  to  all  the  mill  districts,  practically,  in  Europe. 

Q.  Now,  can  you  give  us  that  scale  compare<l  with  European  labor? — A.  I  made  the 
statement  that  it  was  not  less  than  60  and  I  think  85  per  cent  higher  in  this  country 
than  anywhere  else  in  the  world. 

Q.  (By  Mr.  Ratchford.)  The  scale  of  wages? — A.  Yes. 

Q*  And  the  cost  of  living  is  not  any  higher? — A.  None  whatever,  sir. 

WHY   AMERICA   C^AN   EXPORT   DBBPrTE  HIGH   WAGES. 

Q.  Will  you  explain  your  ability  to  export  in  such  large  quantities  if  wages  in 
Europe  are  so  materially  lower  than  they  are  in  the  United  Stated? — A.  Yes;  I  am 
very  glad  you  asked  me  that  question.  In  Germany  the  cost  of  coke  is  about 
|5  a  ton.  The  cost  of  a  ton  of  coke  at  the  ovens  in  this  countn'  until  recently  has 
been  about  $1.50;  therefore  the  American  manufacturers  have  the  advantage  in  the 
cost  of  the  fuel  over  the  (iermans.  They  also  have  an  advantage  in  the  cost  of  the  ore 
over  the  (leniians,  so  that  if  to-day  the  American  wages  were  the  same  as  the  wage? 
of  the  Europeans,  and  the  capacity  was  sufficient  in  this  country,  this  country  could 
make  all  the  iron  and  steel  maiuiuk*tured  and  used  in  the  world,  in  my  judgiinent— 
no  question  about  it — paying  the  same  scale  of  wages,  understand. 

Q.  Admitting  that  the  manufacturer  in  this  country  has  some  ad^'antage  in  the  cost 
of  fuel,  is  it  not  a  fact  that  the  manufacturer  in  Germany  has  an  advantage  in  the  c(>$^ 
of  tranHportation? — A.  I  think  not;  I  think  it  is  the  other  way;  I  think  the  American 
railroads  are  the  cheapest  traiiHiK)rter8  in  the  world;  very  much  cheaper  tlian  thevare 
in  Germany  and  England,  and  I  have  studied  it  from  a  German  standpoint  and  rrom 
an  English  standpoint.  I  do  not  thmk  there  is  any  country  in  the  world  that  tnuis- 
ports  a  ton  of  freight  per  mile  as  cheap  as  the  American  railroads. 

Q.  Yes,  but  the  proximitv  to  the  markets  there — is  it  not  a  fact  that  the  manufac- 
turer is  closer  to  the  point  of  distribution  than  in  this  country? — ^A.  Possibly  thevare 
closer,  but  the  answer  is  that  the  American  railroa^l  managers  make  the  American 
manufacturer  as  close  by  making  him  a  rate  that  will  allow  nim  to  do  businesB. 


THE  AMERICAN  STEEL    ^^  WlBE  COMPANy; — GATES.      1015 

EXPOBt^  to  ENGLAND. 

Q.  rBy  Representative  Livingston.)  Have  you  been  able  to  compete  with  the 
EnglisQ  manufacturer  in  tMa  same  way? — ^A.  Yes;  our  London  office  sells  perhaps 
60  per  cent  of  the  wire  sold  in  Great  Britain;  I  think  it  does.  We  started  our  office 
in  London  in  1893  and  figured  at  that  time  that  the  annual  expenses  of  running  the 
London  office,  including  clerk  hire  and  rent,  ought  to  be  about  £1,500  a  year,  $7,500. 
In  the  year  1899  the  cost  of  operating  the  London  office  will  be  probably  £15,000  a 
year.     We  are  doing  an  average  business  in  London  of  $15,000  to  $20,000  a  day. 

Q.  Now,  what  is  the  difference  in  price  of  products  in  London  and  in  your  home 
office? — A.  Our  export  prices  in  New  York  and  London  are  practically  the  same,  and 
the  merchants  have  the  choice  of  buying  f.  o.  b.  New  York  or  f.  o.  b.  London. 

Q.  (By  Mr.  Conger.)  How  are  you  able  to  make  those  prices  the  same  in  London 
as  New  York? — ^A.  I  should  have  said  with  the  freight  difference — that  is,  it  is  f .  o.  b. 
New  York  at  a  certain  price  and  f.  o.  b.  London  with  the  freight  added  across. 

EXPORT  PRICES  LOWER  THAN  t>OME&rnO — THE  REASONS. 

Q.  (By  Mr.  Jenks.)  How  does  the  export  price  compare  with  the  price  to  the 
American  consumer^ — A.  We  are  selling  to  the  markets  of  the  world  at  a  less  price 
than  at  home. 

Q.  Will  you  kindly  explain  the  business  reasons  for  doing  that? — A.  The  business 
reason  for  doing  that  is  tnat  by  working  up  a  foreign  business  we  can  operate  our 
mills  more  fully,  we  can  make  our  goods  cheaper,  and  whenever  the  time  comes  that 
there  is  a  decline  of  the  home  price  it  will  not  necessarily  affect  the  foreign  prices. 
There  are  times  when  the  export  prices  are  higher  than  the  home  prices.  «fust  at 
the  present  time  our  home  pnces,  I  think,  are  probably  50, 60,  or  70  cents  a  hundred 
higher  than  our  export.  I  do  not  really  know  just  the  difference,  but  I  know  there 
is  a  difference  in  favor  of  export  to-day.  At  times  it  is  the  other  way.  But  by  man- 
ufacturing, say,  200,000  tons  of  wire  per  annum  to  export  to  all  parts  of  the  world 
we  cheapen  the  entire  cost  of  manufacture  very  materially.  By  doin^  that  we  are 
<  able  to  give  the  consumer  at  home  a  lower  price  in  the  long  run,  ana  employ  per- 

;i  haps  25  or  30  per  cent  more  workmen,  so  that  in  the  long  run  we  figure  that  it  will 

equalize  itself.    Our  home  prices  ana  our  foreign  prices  are  never  necessarily  on  a 
•  parity;  one  might  be  higher  and  the  other  might  be  lower;  it  would  depend  entirely 

on  circumstances. 


>- 


''business  principles." 


Q.  (By  Representative  Livingston.)  If  you  had  the  same  competition  in  New 
York  and  St.  Xouis  that  you  have  in  London  and  Germany,  you  would  have  to  sell 
at  a  less  price  here,  would  you  not? — A.  Well,  if  the  raw  material  cost  the  same 

Q.  Independent  of  the  raw  material. — A.  It  is  hard  to  say  that  a  flour-mill  owner 
would  ^x  the  price  of  flour  irrespective  of  the  price  of  wheat;  I  have  never  known 
one  to  do  it.    We  all  base  our  prices  on  the  price  of  raw  material. 

Q.  Then  why  do  you  sell  in  London  lower  than  here? — ^A.  We  sometimes  get  a 
good  deal  more  in  the  foreign  market. 

Q.  More  than  here? — A.  Yes. 

Q.  I  understood  you  to  say  that  your  price  is  less? — A.  I  say  at  the  present  time  it 
is  less. 

Q.  Then  you  are  not  flxing  the  price,  the  foreign  price,  on  the  cost  of  the  raw 
material  now? — A.  We  are  fixing  tne  tonnage;  if  we  sell  100,000  tons  of  wire  per 
month,  we  fix  an  average  price  on  the  100,000  tons  of  wire;  we  go  over  that  on  the 
next  month's  business.  Our  foreign  prices  may  be  advanced  |2  or  |3  a  ton.  We 
work  perfectly  independent  on  both  sides  of  the  water,  and  if  the  raw  material 
advances  on  tne  other  side  we  put  up  the  price.  If  the  prices  decline  on  this  side 
and  not  on  the  other  side,  we  would  hold  the  prices  right  up  to  the  highest  point 
that  we  could  get  the  business  at.  We  aim  to  run  on  business  principles  and  get  all 
the  tonnage  that  we  can. 

Q.  Now,  that  is  just  the  point.  Over  there  you  run  the  price  to  the  highest  point 
possible  under  competition;  at  home  you  do  not  have  thatr — A.  I  b^  your  pardon; 
we  have  plenty  of  competition  at  home. 

Q.  Have  you  patents?— A.  Are  you  talking  about  barbed  fence  wire  as  if  it  was 
the  chief  business  of  our  company?  It  is  12  or  13  per  cent  of  the  business.  We 
have  practically  a  monopoly  on  that,  barring,  I  think,  3  manufacturers,  who  ar0 
our  licensees— John  A.  Roebling  Sons,  Trenton;  Janesville  Barbed  Wire  Company; 
and  Dillon  &  Griswold  Wire  Company.  They  are  licensees,  and  they  have  a  right  to 
manu^ture  under  the  patents,  and  they  make  barbed  wire,  and  make  prices  as  they 
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see  fit.    We  pay  no  attention  to  the  prices  they  make;  their  prices  may  be  $1  hig^ 
or  $1  lower  tnan  ours. 

Q.  The  point  I  wanted  to  arrive  at  Lb  just  simply  this:  Do  yon  regard  competition  it 
all  abroad  or  at  home  in  fixins  prices? — A.  We  regard  comi>etition  in  both  places, 
bo^  at  home  and  abroad.  I?  we  had  a  large  tonnaee  of  finished  product  on  hand, 
and  the  markets  were  movinff  slowly,  we  should  reauce  our  prices  perhaps  at  home 
and  abroad  the  same  day.  On  the  other  hand,  if  the  prices  of  the  foreign  prodods 
were  advancing  on  raw  materials,  we  might  hold  our  export  prices,  or  even  pat  them 
higher.  We  run  our  business  according  to  supply  and  demand,  considering  the  coA 
of  production. 

GERMAN   CONDITIONS — SUBSIDIES   AND  SPECIAL   FREIGHT  RATES  FOR   EIZFORTB. 

Q.  (By  Mr.  Clarke.)  Is  it  not  a  fact  that  exports  from  any  oountrv  are  oftei  sold 
in  the  forei^  market  lower  than  in  the  domestic  market? — ^A.  \  ery  often;  yes. 
That  is  certainly  true  in  the  German  market;  and  I  will  savthat  the  Germans  recave 
a  subsidy  of  $7.25  on  every  ton  of  stuff  they  export,  and  that  subsidy  is  made  up  by 
various  allied  lines  of  manufacturing,  to  encourage  the  export  business.  The  Ger 
mans  own  the  railroads;  and  when  it  comes  to  making  the  freight  rate  from  ope 
German  point  to  another  they  will  perhaps  charge  2  cents  per  ton  per  mile,  or  its 
ec^uivalent,  and  if  it  is  an  export  proposition  they  will  do  it  for  2  mills  per  ton  per 
mile,  the  Government  standing  the  difference.  In  other  words,  in  the  German  Got- 
emment  everything  is  based  on  encouraging  the  export  of  goods  out  of  the  country 
and  employing  the  workingmen  to  the  fullest  capacity. 

Q.  (By  Mr.  Jenks.)  Has  this  export  trade  from  America  been  increased  rapidly 
in  late  years? — A.  Yes. 

CONSOLIDATION   HELPS  EXPORTS. 

Q.  Do  you  think  that  the  fact  that  a  number  of  separate  establishments  hare 
come  tocether  into  one  has  had  any  material  effect  on  the  export  trade? — A.  Multi- 
plied it  by  3.  Last  year  the  exports  were  less  than  100,000  tons;  probably  60  or  70, 
not  more  than  80.  This  year  it  will  be  over  200,000,  as  a  result  of  consolidation, 
whereby  we  can  afford  to  go  at  the  business  in  a  more  systematic  way. 

Q.  The  individual  concerns  could  not  have  afforded  to  take  these  pains  to  increase 
it? — A.  No  question  about  that. 

EXPORTS  TO  CHINA  AND  JAPAN— OVERLAND  RATES. 

Q.  (By  Representative  Livingston.)  Have  you  a  trade  in  the  East — ^in  Japan  and 
China? — A.  Yes,  we  have  a  verv  large  trade  in  China  and  Japan.  I  think  in  the 
month  of  August  our  Chinese  trade  was  larger  than  that  of  any  other  country.  In  Sep- 
tember I  think  the  Chinese  trade  was  second.  They  are  just  beginning  to  buy  goods 
in  China  and  Japan. 

Q.  Do  vou  ship  from  the  Pacific  or  Atlantic;  over  the  Atlantic  or  Pacific  Ocean?— 
A.  We  ship  mostly  overland  to  the  Pacific  coast,  and  thence  by  water.  TheraiJ- 
road  presidents  have  seen  the  necessity  of  taking  care  of  the  through  rate,  water  and 
rail,  and  have  encouraged  the  business  to  such  an  extent  that  practically  all  of  the 
Japanese  and  Chinese  business  of  our  country  goes  overland;  and  if  you  gentlemen 
would  recommend  a  subsidy  to  Congress,  subsioizing  shipbuilding  on  a  basis  of  the 
toimage  of  American  products,  whether  it  be  wheat  or  com  or  manufactured  products, 
you  would  be  doing  the  greatest  favor  you  could  to  the  entire  producing  class  of  this 
country, 

SHIP  subsidies. 

Q.  Supposing  vou  got  the  canal,  would  that  help? — ^A.  That  would  help  very  much; 
but  remember  that  other  countries  subsidize  steamship  lines  and  mail  lines,  and 
allow  them  to  operate  cheaply  enough  to  be  able  to  carry  the  products.  As  an  illus- 
tration, until  within  a  very  short  time  our  shipments  to  Arcentina  have  been  made 
via  London  or  Liverpool,  for  the  reason  that  Lambert  &  Hull,  who  were  the  main 
shipowners  operating  to  Argentina,  with  headquarters  in  London  and  Liverpool, 
have  made  les.s  ship  rates  from  London  and  Liverpool  to  Argentina  than  it  is  poe- 
sible  to  make  from  New  York.  We  shipped  thousands  of  tons  of  stuff  from  New 
York  to  London  and  Liverpool  and  reshipped  it  and  paid  the  same  rate  from  these 
ports  to  South  America  that  we  had  to  pay  from  here.  That  is  true  also  of  the  Ger^ 
man  lines  operating  to  Brazilian  ports.  They  get  subsidies,  as  I  understand  it,  in  mail 
lines;  and  freight  rates  from  Hamburg,  Antwerp,  and  Bremen  to  Brazilian  ports  are 
very  nmch  less  than  the  freight  rate  from  New  York.  Therefore  at  times  we  are 
forced  to  make  a  sacrifice  in  freight  rates  in  order  to  sell  goods  in  competition  in  these 
countries. 
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EFFOBT  FOR  A    "*V^^1>-WIDE  CJOBffBINATION. 

Q.  (By  Mr.  Jenics.)  It  waa  reported  some  months  ago  that  there  had  been  in 
serious  contemplation,  at  any  rate,  a  combination  between  the  American  manufac- 
turers here  and  corresponding  manufacturers  in  Grermany. — A.  I  went  over  there  for 
that  purpose. 

Q.  Wulyou  kindly  explain  that  to  us? — ^A.  I  met  all  the  wire  makers  of  England, 
Grermany,  Belgium,  France,  and  Austria,  and  I  believe  all  in  Europe,  and  I  advocated 
an  agreement  oy  which  we  could  get  better  prices  for  our  product  and  divide  the 
tonna^  on  an  equitable  basis.  They  thought  we  were  entitled — I  have  no  objection 
to  telhng  you — to  about  26  per  cent  of  the  business,  and  they  thought  they  ought 
to  have  75.  Before  I  got  away  they  offered  us  45  and  wanted  55.  I  did  offer  to  take 
50  and  give  them  50,  but  they  would  not  do  that. 

SYNDICATES  IN  GERMANY. 

Q.  Have  the  manufacturers  of  steel  rods  in  Germany,  or  of  wire  nails,  combined? — 
A.  In  every  line.  They  have  agreements,  printed  and  signed  by  the  hoaxd  of  direc- 
tors, and  they  are  legal  and  can  be  enforced. 

Q.  Is  the  same  true  with  reference  to  England  and  Belgium? — A.  Belgium  does 
not  cut  much  of  a  figure  in  the  wire  business.  I  do  not  suppose  the  entire  Kingdom 
of  Belgium  makes  as  much  wire  as  our  smallest  mill. 

Q.  How  is  it  in  England? — ^A.  I  think  they  have  their  agreements  in  England  in 
nearly  all  lines. 

Q.  As  I  understand  in  reference  to  Germany,  it  is  substantially  a  written  agree- 
ment, is  it  not,  a  pooling  of  the  priced? — A.  In  Germany  the  agreements  are  usually 
3  or  5  year  agreements,  got  up  in  printed  form,  submitted  to  the  board  of  directors  of 
each  company,  and  sign^  by  what  are  called  the  managing  directors  of  the  various 
boards,  and  are  legal  and  can  be  enforced.  As  a  rule  their  prices  are  from  30  to  35 
per  cent  higher  to  the  home  trade  than  they  are  to  the  export  trade.  The  German 
manufacturers  are  the  only  competitors  we  have  to-day.  We  do  not  acknowledge 
England  as  a  competitor  in  the  wire  line.    Our  own  company  makes,  I  think,  55 

Eer  cent  of  all  the  wire  made  in  the  world.  If  the  German  manufacturer  would  run 
is  business  on  the  same  business  basis  that  we  run  ours  on  we  should  be  getting  90 
per  cent  of  the  export  business;  but  they  are  subsidized  by  the  various  allied  Imes 
to  the  extent  of  $7.25  on  every  ton  of  wire  they  export.  In  addition  to  that,  the  rail- 
roads, which  are  owned  by  the  Government,  make  them  a  freight  rate  which  will  allow 
them  to  move  their  eoods  for  almost  nothing  from  the  interior  to  the  seaboard;  then 
with  their  subsidized  ships  starting  from  their  ports  thev  have  an  advantage  over 
us  from  all  directions.  I  have  argued  that  out  and  thrashed  that  out  with  them  for 
months.  I  was  over  there,  I  think,  for  nearly  2  months.  The  coke  men  are  in  a  syn- 
dicate over  there;  the  ore  men  are  in  a  syndicate;  the  coal  miners  are  in  a  syndicate; 
pig-iron  makers  are  in  a  syndicate;  the  rod  makers  are  in  a  syndicate;  the  wire  mak- 
ers are  in  a  syndicate;  the  nail  makers  are  in  a  syndicate;  and  everything  they  have 
passes  through  one  funnel. 

Q.  (By  Mr.  Jenks.)  Everything  they  all  have? — A.  Everything  that  the  different 
allied  interests  have  passes  through  one  funnel.  This  man  is  general  agent  of  the 
rod  business,  this  man  on  the  plam  wire,  this  man  on  the  billet  business,  and  so 
on  down  the  line.  Their  entire  idea  is  that  they  have  but  one  competitor  in  the 
world,  and  that  is  the  United  States;  and  in  order  to  protect  their  export  business 
and  keep  any  portion  of  it  they  must  work  in  harmony.  They  talk  it  freely,  and  say 
they  can  not  make  goods  as  low,  notwithstanding  the  fact  that  they  pay  tlieir  work- 
men about  half  as  much  as  we  pay  ours. 

Q.  In  different  lines  of  industry — wire  mills  and  iron  mills — ^are  they  also  allied? 
They  have  an  understanding  with  regard  to  the  prices  of  raw  material? — A.  Every 
one  of  them. 

Q.  So  that  there  are  not  merely  agreements  among  the  manufacturers  in  the  same 
line,  but  different  lines  that  aid  one  another  are  also  together  in  one  great  combina- 
tion?— A.  Yes. 

Q.  The  Government  recognizes  these  agreements  and  will  enforce  them  by  law? — 
A,  Yes. 

GOVERNMENT  SUPERVISION   IN   GERMANY — AMERICA   SHOULD   HAVE  IT. 

Q.  What  supervision  does  the  Government  have  over  these  establishments  and 
over  these  agreements? — A.  Well,  I  imagine  the  Government  has  pretty  full  super- 
vision over  that. 

Q.  You  think  the  Government  requires  quite  detailed  reports  from  these  companies 
with  reference  to  their  business? — A.  I  judge  they  do,  for  tnis  reason:  One  gentleman 
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from  over  there — ^he  was  what  is  called  the  managing  director  or  director-goierBl— 
told  me  that  his  works  cost  him  about  25,000,000  marks,  and  he  said  he  kept  charging 
the  cost  of  his  works  down  year  after  year,  besides  naying  10  per  cent  qoaiteiiy 
dividends,  until  he  got  them  where  they  stood  on  tne  b(X)k8  at  1  mark.  The 
Emperor  sent  for  him  and  asked  him  if  he  thought  the  German  Empire  could  be  nm 
on  that  Iw^is,  and  he  made  him  put  it  back  to  25,000,000  marks  and  pay  the  back  tax. 
8o  I  think  they  have  pretty  full  supervision. 

Q.  You  think,  then,  that  the  Government  has  detailed  information  with  reference 
to  tlie  busineHs  itself?  Does  it  also  have  the  practice  of  taxing  off  the  surplus  prufiu^ 
in  this  way  for  the  l)enefit  of  the  im{)erial  treasury? — A.  This  gentleman  that  told 
me  is  a  very  reliable  man;  in  fact,  he  is  the  chairman  of  one  of  the  important  lines, 
besides  l)ein^  president  of  his  own  company.  He  told  me  that  the  Emperor  said  tc 
him,  **If  this  thing  were  t^)  continue,  where  would  the  Crerman  Empire  raise  its 
money  from?" 

Q.  So  you  think  that  the  German  Empire  does  keep  control? — A.  I  think  they 
keep  very  close  control,  and  I  think  they  know  what  the  various  concerns  are 
making;  and  are  encouraging  the  German  manufacturer,  particularly  in  the  export 
business. 

Q.  I  judge  from  what  you  have  said  that  you  think  that  is  a  wise  plan  for  th^  Ger- 
man (ioveniment  to  follow. — A.  I  do;  I  thmk  if  this  Government  would  adopt  the 
same  tactics,  we  should  be  the  only  manufacturing  concern  in  iron  and  steel  within 
the  next  ten  years. 

Q.  You  would  favor  haying  necessary  Government  supervision  over  every  laiige 
establishment? — A.  Unquestionably;  ancl  I  should  be  willing  to  give  up  a  large  per- 
centage of  my  st<K*k  to  have  it  so. 

QBBMAN   SYNDICATES. 

Q.  (By  Mr.  Clarke.)  Are  these  various  syndicates  called  trusts  over  there?— A. 
No;  they  call  them  syndicates. 

Q.  Are  they  in  the  nature  of  what  are  popularly  called  trusts  in  this  country?— A. 
They  are  what  I  would  call  trusts. 

Q.  (By  Mr.  Jenkb.)  The  general  organization^  I  infer,  is  like  some  of  the  eariy 
pools  ratner  than  like  the  present  large  combinations. — A.  Yes;  it  is  an  agreement, 
signed  in  some  cases  by  30,  40,  and  50  manufacturers.  I  liave  seen  some  of  the  agree- 
ments. 

AN   INTERNATIONAL  TRUOT. 

Q.  (By  Mr.  Clarke.)  If  you  had  been  able  to  effect  an  agreement  with  them  such 
as  was  proposed,  what  would  that  l)e — an  international  trust? — A.  I  do  not  know  but 
we  should  have  infringe<l  a  little  bit,  as  far  as  that  is  concerned;  but  they  talked 
about  putting  the  prices  up  pretty  high.  The  Germans  wanted  to  put  them  higher 
than  I  did.  I  was  in  favor  of  putting  the  prices  up  about  $10  a  ton,  and  they  thought 
they  would  stand  |30.  The  only  question  was  that  we  could  not  agree  on  the 
percentage. 

Q.  If  ^ou  had  an  international  agreement  of  that  kind,  how  could  our  Government 
control  it? — A.  They  could  tax  us  on  our  profits. 

Q.  They  could  tax  you,  but  they  could  not  tax  the  other  fellow? — A.  Thev  could 
make  us  get  a  larger  percentage — each  firm;  and  we  would  get  it,  too,  if  we  had  any 
chance. 

TRAVELING    MEN    DISPENSED    WITH. 

Q.  Will  you  go  back  to  the  Question  of  labor  for  a  moment?  Have  you,  by  virtue 
of  your  organization,  been  able  to  make  any  material  saving  in  labor  by  employ- 
ing le«3  men  along  certain  lines;  for  example,  the  traveling  men? — A.  Ithinktliat 
the  only  point  in  these  large  consolidations  that  has  been  harmful  has  been  the 
wholesale  discharge  of  traveling  men.  With  us,  we  had  practically  200  to  300  men 
in  the  constituent  companies,  and  they  have  been  cut  down  to  perhaps  15  or  20. 
We  are  working  perhaps  30  or  40  per  cent  more  labor  than  a  year  ago;  but  the 
traveling  men  are  the  men  that  have  suffered. 

Q.  (By  Senator  Kyle.)  Is  that  a  saving  to  the  general  public? — ^A.  I  think  it  is; 
yes. 

Q.  (By  Mr.  Jenks.)  Do  you  pay  traveling  men  on  the  road  now  as  much  as  you 
did  earlier,  or  can  you  get  along  with  a  somewhat  cheaper  grade? — ^A.  We  keep 
pretty  good  men  and  pay  about  the  same  in  salaries.  I  do  not  remember  any  changes 
that  have  been  made. 
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HISTOBY  OF  THE  FOBSiATlON  OF   TM  AMERICAN  STEEL  AND  WISE  COMPANY. 

Q.  I  should  be  glad  now  if  yoa  would  explain  to  us  the  way  in  which  these  differ- 
ent companies  came  together.  I  understana  there  were  some  preliminary  movements 
for  a  year  or  two. — A.  I  was  quite  a  lai^  stockholder  in  the  Illinois  Steel  Company 
and  the  Minnesota  Iron  Company,  which  were  two  of  the  companies  that  went  to 
form  the  Federal  8teel.  I  inade  up  my  mind  that  I  had  worked  hard  for  a  good 
many  years  and  I  would  take  life  easy.  After  the  Federal  was  formed  I  disposed  of 
ray  stock  in  the  Federal  and  practically  made  my  arrangements  to  go  around  the 
world.  I  still  had  my  interest  in  the  wire  company — ^in  the  American  Steel  and  Wire 
Company,  of  Illinois — and  had  been  on  very  friendly  terms,  and  in  fact  was  a  director 
and  chairman  of  that  company,  but  never  gave  it  any  attention.  Judge  Gary,  who 
was  before  you,  was  general  counsel.  I  was  importuned  alone  in  December  to  see 
if  I  could  not  buy  some  of  these  mills,  to  get  up  a  larger  consolidation. 

Q.  December,  1898? — A.  December,  1898.  Mr.  Isaac  L.  £11  wood  and  myself  went 
out  and  bought  a  number  of  mills  and  paid  for  them;  others  we  took  options  on,  and 
others  we  m^e  partial  payments  on,  until  we  got  along  to  the  point  where  we  saw 
it  was  possible  to  make  a  laxver  company.  Our  field  o?  operations  was  in  the  Mid- 
dle West  up  to  that  time.  We  came  on  to  New  York  and  acquired  some  more  prop- 
erties by  purchase,  and  turned  over  all  of  our  properties  and  contracts  to  Mr.  Voor- 
hees;  and  I  think  he  in  turn  made  some  arrangement  for  the  financing  of  the  opera- 
tion. Mr.  £11  wood  and  myself  had  quite  an  interest  in  the  transaction,  and  we  became 
the  underwriters,  to  auite  an  extent,  on  the  same  basis  that  anybody  else  would — 
exactly  the  same,  we  persuaded  the  American  Company,  of  Illinois — we  advised 
them  to  accept  one  share  of  new  preferred  and  six-tenths  of  a  share  of  common  for 
one  share  of^  preferred  in  the  old  company,  which  they  agreed  to  do.  We  offered 
to  exchange  our  stock  on  that  basis,  and  I  believe  the  result  was  that  Mr.  Yoorhees 
acquired  every  share  of  stock  of  the  companies. 

Q.  With  reference  to  the  other  companies  that  came  into  the  combination,  was 
this  all  done  practically  by  you  and  Mr.  £llwood,  buying  them  up  independently? — 
A.  I  think  it  was  in  every  instance;  there  possibly  might  be  one  or  two  options  in 
the  name  of  Lambert  &  Grates,  but  most  of  them  were  in  the  name  of  Gates  & 
Ellwood. 

Q.  Then  you  say  that  these  were  turned  over  to  Mr.  Voorhees,  and  he  practically 
organized  the  new  company? — A.  Yes. 

Q.  And  these  exchanges  were  made? — A.  Yes. 

Q.  These  exchanges  of  stocks  were  made,  I  suppose,  publicly  by  advertising  through 
Seligman  &  Co.? — A.  Through  Seligman  &.  Co.,  of  New  York,  and  the  Illinois  Trust 
Company,  of  Chica^. 

Q.  Can  you  furnish  us  a  copy  of  that  advertisement,  so  that  we  can  put  it  in  our 
records?' 


"^  To  the  pr^ared  and  common  stockholders  of  the  American  Steel  and  Wire  Company: 

During  several  months  past  the  holders  of  a  large  portion  of  the  shares  of  the  American  Steel  and 
Wire  Company  have  been  carefully  considering  the  advisability  of  obtaining  bv  purchase  or  reorgani- 
zation other  leading  wire  concerns  in  the  United  States,  among  them  the  Cleveland  Rolling  Mill  Com- 
pany, of  Cleveland,  Ohio,  manufacturers  of  pig  iron,  Bessemer  steel,  and  open-hearth  steel,  as  well 
as  wire  in  its  various  forms,  and  the  Washburn  &  Moen  Manufacturing  Compcoiy,  of  Worcester,  Mass., 
and  Waukegan,  111. 

It  is  believed  that  there  would  result  greater  economy  in  management  and  operation,  and  thereby 
be  of  advantage  to  all  the  stockholders  of  the  several  companies.  After  a  thorough  investigation  of 
the  several  properties  and  their  values,  actual  as  well  as  relative,  the  acquisition  of  the  following 
plants  has  been  assured  upon  a  Just  and  fair  basis: 

Washburn  <&  Moen  Manufacturing  Company,  of  Worcester,  Mass.,  and  Waukegan,  111. 

Worcester  Wire  Company,  of  Worcester,  Mass. 

Cleveland  Rolling-Mill  Company,  of  Cleveland,  Ohio. 

Oliver  <Sc  Snyder  Steel  Co.,  of  Pittsburgh,  Pa. 

Oliver  Wire  Company,  of  Pittsburgh,  Pa. 

Newcastle  Wire  ]Nail  Company,  of  Newcastle,  Pa. 

Pittsburgh  Wire  Company,  of  Pittsburgh,  Pa. 

Cincinnati  Barbed- Wire  Fence  Company,  of  Cincinnati,  Ohio. 

Laidlaw  Bale  and  Tie  Company,  of  Joliet,  III.,  and  Kansas  City,  Mo. 

Consolidated  Barb- Wire  Company,  of  Lawrence.  Kan.,  and  Joliet,  111. 

Newburgh  Wire  and  Nail  Company,  of  Nywburgh,  N.  Y. 

To  accomplish  the  object  suggested,  the  following  plan  has  been  agreed  upon: 

Agreements  have  been  entered  into  for  the  organization  of  a  corporation  under  the  laws  of  the 
State  of  New  Jersey,  to  be  known  as  the  American  Steel  and  Wire  Company.  This  corporation  will 
have  an  authorized  capital  sUx'k  of  990,000.000.  of  which  ^0,000,000  will  be  seven  per  cent  cumulative 
preferred  stock  and  $50,000,000  will  be  common  stock. 

This  corporation  will  acquire  the  above  properties  either  by  direct  ownership  or  through  the  owner- 
ship of  not  less  than  a  majority  of  the  capital  stock,  where  it  is  not  practicable  to  purchase  the 
properties  themselves. 

A  syndicate  has  been  formed  which  will  furnish  the  necessary  capital  for  the  above  purchases,  and 
in  addition  thereto  providing  the  new  company  with  a  working  capital  of  about  913,000.000,  exclusive 
of  the  working  capital  of  the  several  concerns  which  will  enter  the  new  corporation.    Whatever  may 
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CAPITALIZATION. 

The  qaefltion  has  come  np  a  good  many  times  in  connection  with  proposed  le^Uft- 
tion  regarding  these  lai^r  oombinations,  as  to  the  financing  of  these  organiatioiia, 
the  question  of  overcapitalization,  the  amount  that  had  to  l^  paid  the  promoters  for 
the  making  of  the  organization,  and  so  on.  Can  you  jnve  us  an  idea  with  reference 
to  the  capitalization  of  the  American  Steel  and  Wire  0:>mpany,  as  compared  in  the 
first  place  with  the  value  of  the  plants,  simply  as  plants,  and  then  also  an  idea  as  to 
the  value  of  patents,  good  will,  and  so  on  that  went  into  the  organization?  To  begin 
with,  what  is  the  capitalization? — ^A.  Of  the  American  Steel  and  Wire  Company? 
Ninety  million  dollars. 

Q.  How  is  it  divided? — A.  Forty  nreferred  and  60  common. 

Q.  Now,  with  reference  to  the  value  of  plants,  simply  as  manufacturing  plants.— 
A.  I  think  the  plants  stand  on  the  hooks  at  ahout  $75,000,000— the  working  capital 
We  have  made  some  little  money  since  we  came  together,  and  the  working  capital 
is  perhaps  $16,000,000  or  $18,000,000  over  and  ahove  that 

Q.  Do  I  understand  you  to  say  by  that  that  this  working  capital  has  been  made 
since? — A.  No, 

Q.  That  was  furnished  at  the  time,  I  suppose? — A.  Well,  we  have  bought  a  great 
many  properties  since  we  went  together.  We  have  paid  out  a  good  many  millioD 
dollars;  approximately,  $6,000,000  to  $10,000,000. 

be  necemary  of  this  working  capital  may  be  used  for  the  purchaBe  of  other  properties  which  may  te 
agreed  upon  hereafter,  the  entire  amount  of  capital  to  be  nimlshed  by  the  syndicate  being  t2S,000.ttA. 
The  syndicate  agreements  will  provide  that  the  New  Jersey  company  shall  acquire  such  of  tbe 
capital  stock  of  the  American  Steel  and  Wire  Ckjmpany  of  Illinois,  not  less  than  a  majority  thefeof. 
however,  as  may  be  offered,  on  the  following  basis: 

For  each  share  of  the  preferred  stock  of  the  Illinois  corporation  the  holder  thereof  shall  receive  one 
share  of  the  seven  percent  cumulative  preferred  stock  or  the  New  Jersey  corporation,  and  inadditkio 
thereto  six-tenths  of  one  share  of  the  common  stock  of  the  New  Jersey  corporation;  for  each  share  of 
the  common  st(x?k  of  the  Illinois  corporation  the  holder  thereof  shall  receive  one  and  two-tenUa 
shares  of  the  common  stock  of  the  New  Jersev  corporation.  It  is  further  arranged  that  the  banldn^ 
house  of  J.  <Sc  W.  Seligman  &  Co..  of  New  York  City,  or  its  agent  for  that  purpose  CThe  Illinois  Trust 
and  KavtngM  Bank,  of  Chicago,  111.),  will  exchange  the  certiflcates  of  the  American  Steel  and  Wire 
Companv,  of  Illinois,  on  the  above-named  basis, j>royided  the  same  are  presented  and  deposited  at 
either  of  the  offloes  above  named  on  or  before  Tuesday,  January  17, 1899;  that  in  event  of  delay  ffl 
isKuing  the  certillcatos  of  the  New  Jersey  corporation  interim  certificates  will  be  issued,  exchangeaWe 
for  the  engraved  certificates  when  issued.  The  interim  certificate  will  be  iasued  by  either  J.  &  V. 
Seligiuan  &  Jo.  or  their  agents  (the  Illinois  Trust  and  Savings  Bank  at  Chicago). 

It  is  very  desirable  that  the  fiwal  year  of  the  New  Jersey  corporation  commence  on  January  I.liW- 

and  to  that  end  the  plan  must  be  consummated  at  the  earliest  possible  date;  therefore  the  stocaholdeR 

f  in  the  American  Steel  and  Wire  Company,  of  Illinois,  are  requested  to  present  and  deposit  their  sloei 

I  promptly,  so  that  the  same  may  be  speedily  and  without  delay  exchanged  and  the  ofganiattlon  a 

!  the  New  Jersey  cc)mi>any  facilitated. 

Books  of  transfer  of  the  American  Steel  and  Wire  Company,  of  Illinois,  were  closed  on  Wednesday. 
I  January  4. 1899,  and  will  not  be  reopened  until  about  January  2S,  1899,  and  the  books  of  the  New  Jer- 

^  sey  corporation  will  be  opened  as  soon  as  the  engraved  certificates  are  ready  for  delivery,  not  later, 

'  however,  it  is  believed,  than  January  25. 1899. 

\  It  is  proposed  that  the  new  company  will  declare  regular  quarterly  dividendfl  on  the  preferred  stock 

i  of  one  and  three-auarters  per  cent,  beginning  about  April  1,  1899. 

'  The  undcrslgneo,  comprislnij  the  entire  board  of  directors  of  the  American  Steel  and  WireCompany, 

I  of  Illinois,  after  a  careful  consideration,  believing  that  the  consummation  of  the  plan  proposed  wiu 

I  increase  earnings,  dit-rease  expenses,  result  in  a  more  stable  cost  of  manufocture,  and  more  8atisn^ 

tory  results  to  the  stockholders,  have  decided  to  exchange  their  own  shares  in  the  Illinois  corpontiaB 

for  shares  in  the  New  Jersey  corponUon  upon  the  above-named  basis. 

J.  W.  GATBa. 

I  A.  CUPPORD. 

I  I.  L.  Ellwood. 

Chas.  Ugvqlabb. 
I  Wm.  Eoknborn. 

&  H.  CRISHOIJf. 

John  Lambkbt. 
F.  Baackeb. 
E.  H.  Qart. 

E.  J.  BUPPINOTON. 

W.  H.  RowE. 
Janitary  7, 1899. 


New  York.  Jannary  7, 1S99. 
7b  the  holdnti  of  the  preferred  and  common  stock  of  American  Sted  and  Wire  Company: 

We  are  now  prepared  to  receive  the  deposit  of  certificates  of  said  stock,  under  an  agreement  dated 
January  5,  1899.  between  John  W.  Gates  and  Isaac  L.  Ellwood  and  Frederick  P.  Voorhees,  i^^^ 
therefor  our  negotiable  certificates  of  deposit,  exchangeable  for  the  stock  of  the  American  Steel  ana 
Wire  Corananv  (new  company)  when  received  by  us  lor  delivery.  All  stock  certificates  to  bedq»ot- 
ited  must  be  auly  endor»e(.l  in  blank. 

New  York  certificates  to  be  presented  at  the  office  of  J.  &  W.  Seligman  &  Co..  21  Broad  street,  ««* 
York. 

Chicago  eertifieales  to  be  presented  at  the  office  of  the  Illinois  Trust  and  Savings  Bank,  CWctP'' 
who  will  issue  certificates  oi  deposit  therefor  on  our  behalf. 

J.  &  W.  Seligman  &  Co.,  Dq»gaafV' 


THE  AMERICAN  STEEL  AND  WIRE  COMPANT: — GATES.      1021 

Q.  When  you  speak  of  the  value  of  the  plants  being  m  the  neighborhood  of  $75,- 
000,000,  do  we  understand  by  that  the  value  of  the  p£its  as  working  plants,  includ- 
ing the  good*  will,  patents,  and  so  on — everything  included? — ^A.  Yes. 

VALUE  OF  THE  PLANTS  AS  PLANTS. 

Q.  What  do  you  think  would  be  the  value  of  the  plants,  excluding  the  good  will 
and  the  patents — that  is,  what  would  be  the  cost  of  putting  up  the  pluito  now? — 
A.  Well,  that  is  a  pretty  hard  question  to  answer. 

Q.  Of  course  we  expect  only  an  estimate. — ^A.  They  could  probably  be  put  up  for 
less  than  they  stand  for  on  the  books,  but  in  the  meantime  the  plants  in  operation 
would  earn  a  good  deal  of  money  before  new  plants  could  be  put  in  operation. 

Q.  Of  course. — A.  How  much  less  it  would  be  very  hard  to  tell;  in  the  hundreds 
of  engines  and  thousands  of  horsepower  in  boilers,  that  if  you  went  out  to  buy  them 
you  could  not  get  delivered  in  the  next  18  months.  Our  plants  could  not  be  dupli- 
cated and  got  in  operation  in  3  years. 

Q.  Of  course  the  question  is  not  a  practical  one  so  to  as  any  immediate  change  is 
concerned,  but  it  does  form  a  basis,  nevertheless,  of  estimating  the  method  of  capi- 
talization. Granting  that  it  would  take  2  or  3  years'  time,  ttie  question  is  what  it 
would  cost  to  put  them  up,  in  round  numbers.  We  have  had  some  witnesses  say 
that  the  good  will  of  their  ousiness  was  worth  more  than  their  plants. — ^A.  An  answer 
to  that  would  be  that  J.  P.  Moivan  A  Co.  employed  some  engineers  and  sent  the  engi- 
neers around  to  appraise  part  of  the  plants — ^not  all  of  them — part  of  the  plants  that 
became  part  of  the  American  Steel  and  Wire  Company,  perhaps  70  per  cent  in  value: 
and  they  appraised  them,  as  I  remember,  at  about  $28,000,000.  They  were  appraised 
at  a  time  when  boilers,  engines,  labor,  and  everything  else  would  be  60  or  80  per  cent 
less  than  to-day;  so  if  Vou  were  to  ask  me  what  was  a  fair  value  of  the  plants  of  the 
American  Steel  and  Wire  Company  to-day  I  should  say  probably  $50,000,000  or 
$60,000,000.  I  should  say  there  might  be  $10,000,000  or  $15,000,000  of  stock  issued 
as  good  will. 

Q'  (By  Mr.  Jenks.)  In  this  valuation  that  was  put  upon  the  plants  by  J.  P.  Mor- 

r&  Co.,  what  was  included?  That  included  also,  did  it  not,  the  good  will? — 
No. 

Q.  That  included  some  of  the  patents — A.  J.  P.  Moivan  &  Co.  picked  3  ensineers — 
in  fact,  asked  me  to  select  3  engineers,  and  I  selected  3  ofthe  best  engineers  in  America, 
and  they  went  around  and  examined  the  plants,  and  made  a  statement  to  Mr.  Morgan 
as  to  what  the  plants  could  be  built  for,  m  their  judgment.  That  was  in  DecemMr, 
1897,  January  and  February,  1898,  when  Morgan  &  Co.  expected  to  finance  the  deal. 

Q.  So  that  $50,000,000  or  $60,000,000  would  be  a  fair  estimate  as  to  the  value  of 
the  plants  in  contradistinction  from  good  will,  trade  marks,  and  so  on? — ^A.  Trade 
marks  and  everything  of  that  kind.  We  have  a  good  many  patents  registered  all 
over  the  world,  and  trade  marks  and  things  of  that  kind. 

Q.  I  notice  in  your  statement  of  capitalization  you  say  that  $40,000,000  is  preferred 
and  $50,000,000  is  common  stock.  Was  the  general  plan  in  the  minds  of  the  promoters 
or  the  organizers  that  the  bare  plants  themselves  should  be  reprebented  in  the  amount 
of  preferred  stock,  and  the  good  will,  patents,  and  so  on,  bv  common  stock? — A.  I 
think  you  would  have  to  ask  Mr.  Voorhees  that  question.  1  do  not  think  I  should 
be  competent  to  answer  it.    I  can  not  tell  you. 

CAPITALIZATION  SHOULD  BE  BASED  ON  EARNINGS. 

Q.  (By  Mr.  Clarke.)  Which  do  you  consider  the  more  valuable,  the  plants  or  the 
business  that  has  been  built  up  and  made  to  grow  out  of  it— in  short,  good  will? — A. 
Well,  my  answer  is  that  this  country  is  not  as  well  educated  on  the  value  of  good 
will  as  England.  In  England  they  value  good  will  much  higher  than  in  America. 
It  is  hard  to  place  a  rule  there  and  show  what  good  will  is  worth  in  the  United  States, 
but  in  England  they  have  a  pretty  fairly ^ed  rule  for  the  value  of  good  will.  I  do 
not  know  just  what  it  is.  I  think  in  round  terms  they  figure,  irrespective  of  the 
amount  of  money  invested  in  any  specific  line  of  goods,  that  if  it  will  pay  7  or  8  per 
cent  on  the  principal,  they  are  willmg  to  capitalize  on  that  basis.  That  is  about  my 
idea.  For  instance,  a  concern  making  $70,000  would  be  capitalized  at  $1,000,000  or 
£^00,000.  That  is  my  idea  of  good  will.  England  is  further  advanced  in  the  indus- 
trial line  than  America.  They  have  had  more  experience  and  they  are  older  manu- 
facturers. I  do  not  claim  that  they  are  better;  I  do  not  think  they  are  as  good,  but 
they  have  a  better  rule. 

Q.  (By  Mr.  Jenks.)  Your  own  opinion  is  that  capitalization  ought  to  be  on  a  basis 
of  earning^ — ^A.  That  is  my  idea.    If  a  street-car  Ime  running  l^tween  the  Capitol 


1022        HEARINGS  BEFORE  THE  INDUSTRIAL  GOlUflBBION. 

and  Treamiry  DepArtment  nhows  an  earning  for  10  years  on  $10,000,000  and  only  cort 
$5(X),000, 1  would  rather  buy  that  ptreet-car  line  than  the  one  that  runs  from  the  Capi- 
tol to  Baltimore  that  can  not  nhow  anything  over  operating  expenses,  ilotwithstand- 
in^  the  {act  that  it  cost  $10,000,000.    The  earning  capacity  of  a  road  is  what  woaM 

Slide  me  very  largely  in  making  an  investment.  For  instance,  the  Pennsvlwiis 
ailroad,  with  5,000  or  6,000  miles  of  rails,  is  probably  earning  two  or  three  Smefus 
much  as  the  Atchison,  Topeka,  and  8anta  Fe  with  the  same  length  of  line.  Theiv- 
fore,  I  would  say  that  the  Pennsylvania  Railroad  was  worth  more  per  mile  from  the 
earning  cajAcity. 

Q.  From  the  other  point  of  view  you  would  perhaps  eu^geet  that  it  would  be  weil 
for  Congress  to  lower  the  rate  of  fares  on  this  road  that  gives  so  little  and  that  gets 
so  much? — A.  I  think  that  in  time  American  competition  will  equalize  rates,  orfiues, 
and  the  price  of  commodities  and  anything  else. 

NATIONAL  CHARTBB8. 

I  think  the  American  Congress  had  better  encourage  and  foster  all  of  what  scnue  of 
the  gentlemen  in  the  room  would  be  pleased  to  term  trusts  or  monopolies,  but  which 
I  call  consolidation;  I  think  we  should  encourage  it.  I  would  be  very  much  infiror 
of  having  national  charters  granted. 

Q.  (By  Rt^presentative  Livingston.)  How  is  that? — A.  I  would  be  very  much  in 
favor  of  having  national  charters  granted;  that  any  concern  that  wanted  a  charter 
for  a  company  of  $o,000,000  or  more,  would  have  to  go  to  Washington  and  pay  a  Bob- 
stantial  Hum  for  that  charter,  and  a  substantial  sum  per  annum  thereafter.  If  the 
term  of  the  charter  was  for  99  years,  they  have  got  to  pay  so  much  for  a  charter,  ay 
$100,000.  I  would  charge  them  $1,000,000  a  year  for  99  years  and  say  to  them: 
"Now,  you  put  that  right  in  the  «>st  to  start  with,  because  you  have  got  to  help  pij 
the  exi)en8es  of  the  Government  to  the  extent  of  $1 ,000,000  a'year."  That  woula  st(^ 
overcapitalization.  It  will  legalize  what  some  of  our  friends  would  term  trusts, 
which  are  obnoxious  to  some  of  us,  and  it  would  be  a  good  thing  for  the  country  in 
general.  I  can  not  understand  why  it  is  fair  for  a  firm  thatis  legally  organized  under 
the  State  of  New  Jersey  or  Delaware  to  be  attacked  in  Illinois,  Iowa,  or  Nebraska, 
and  I  think  the  only  way  to  oven^ome  this  is  to  have  national  charters,  so  that  when 
a  man  gets  a  national  charter  he  is  not  subject  to  attack  except  here  in  VVashington 

Q.  An<l  you  would  expect  also  very  rigid  government  supervision? — A.  I  would 
make  them  make  money  and  make  them  pay  their  men  accordingly.  If  necessary, 
I  would  have  a  manufacturing  commission,  the  same  as  the  Interstate  Commeioe 
Commission. 

NO   EFFORT  TO   BLIMINATB  CX)MPBTITION. 

Q.  (By  Mr.  Farquhar.)  Is  not  the  spirit  of  your  <H>mbination  the  elimination  of 
competition? — A.  No,  sir. 

Q.  In  what  way  do  you  explain  it,  then? — A.  To  the  contrary,  we  encourage  every 
fellow  that  comes  around  to  go  into  business.  We  sell  them  goods  and  try  to  make 
them  all  make  money.  We  say  to  them,  *'Here  are  our  prices;  this  is  what  we  are 
gi»ttin^  for  our  stuff. "  There  are  20  or  30  concerns  in  the  manufacture  of  woven  wire 
len<'e  m  the  Unite<l  States."  If  they  choose  to  jwy  the  price,  we  will  sell  to  them. 
We  have  the  woven  wire  fence  down  to  where  we  can  make  a  clear  profit,  and  they 
can  not  manufac^ture.  We  have  said  to  them,  "Come  to  us  with  your  woven  wire 
fence  onlers,"  and  they  are  buying  from  us  right  along,  and  they  are  making  money. 
We  are  not  doing  anything  to  discourage  the  small  manufacture,  and  we  do  not 
intend  to.     We  In^lieve  that  we  can  make  money  and  we  want  our  neighbors  to. 

Q.  Have  thi'y  any  iiieans  of  competition  otherwise  than  you  allow,  seeing  that  yon 
control  such  an  immense  amount  of  the  product? — A.  Yes. 

Q.  In  what  way?— A.  The  Fe<leral  Steel  Company  have  3  rod  mills.  They  torn 
out,  I  suppose,  (K)6  or  700  tons  per  day.  There  are  2  other  large  rod  mills.  They  can 
buy  hkIh  where  they  like ;  buy  wire* where  they  like.  We  do  not,  by  any  mannerof 
means,  try  to  control.  If  a  man  does  not  buy  our  goods,  and  put  them  into  tlie 
finished  product,  we  do  not  try  to  control  him  at  all. 

IRON   and  OTKEL  and  ORB  PRODUCERS  0UT8IDB  THE  POUR  GREAT  CX)MPANIB8. 

Q.  Do  not  the  4  great  iron  and  steel  consolidations  now  consolidated  under  the 
laws  of  the  State  of  New  Jersey,  you  being  one  of  them,  practically  control  the  whole 
product  of  the  country? — A.  No,  sir;  we  do  not.  , 

Q.  What  })er  cent  of  the  manufactures  are  outside  of  your  control,  for  instance.— 
A.  In  the  iron  line? 
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Q.  Yes,  iron  and  steel  line. — ^A.  Let  us  make  a  distinction.  Let  us  take  up  iron 
first,  and  then  take  up  steel,  because  steel  makers  do  not  make  iron  and  iron  makers 
do  not  make  steel.  I  do  not  think  40  per  cent  of  the  furnaces  of  the  United  States 
are  owned  by  the  Carnegie,  Federal,  the  National,  and  ourselves.  I  doubt  whether 
30  oer  cent  are.    There  is  an  answer  to  your  argument  right  there. 

Q.  How  much  steel? — ^A.  Well,  I  should  say  in  Bessemer  steel  perhaps  80  per 
cent  is  represented  by  the  4  concerns.  In  open-hearth  steel  perhaps  50  or  60;  out 
furnaces  are  building  right  along. 

Q.  How  much  of  the  ore  product  do  your  4  great  concerns  own  in  this  country? — 
A.  You  allude  now  to  the  Bessemer  ore  or  basic? 

Q.  Both. — A.  I  suppose  the  4  concerns  own  500,000,000  tons  of  ore,  in  round 
numbers. 

Q.  Practically  your  4  concerns  are  now  mining,  transporting,  and  using  nearly  all 
the  raw  material  that  enters  into  the  manufacture,  are  you  not? — A.  No,  sir. 

Q.  What  per  cent  are  you  less  than  the  whole? — A.  About  40  per  cent  of  it. 

Q.  Where  are  these  independent  mines  located? 

Q.  (By  Senator  Kyle.)  Less  than  the  whole? — ^A.  Yes.  Take  all  the  furnaces 
in  the  South  and  there  must  be  25  or  30  furnaces  owned  by  the  Tennessee,  and 
Schloss,  and  the  Woodward  and  independent  interests.  Probably  40  per  cent  of 
them  own  their  own  ore.  I  am  interested  in  the  ore  properties  in  the  South  person- 
ally; not  in  the  company,  but  personally,  several  million  tons  of  it.  You  take 
the  ore  of  the  United  States,  and  it  runs  into  the  billions,  and  of  the  billions, 
500,000,000  is  probably  owned  by  the  4  concerns  that  you  named.  Now,  take  the 
concerns  throughout  the  East,  and  they  are  supplied  with  their  ore  from  the  Port 
Henry  mines  on  Lake  Champlain,  and  possibly  are  supplied  from  Cuban  ores  or 
Spanish  ore,  or  Southern  ores.  When  you  come  to  the  ore  product  of  the  United 
States  it  is  simplv  enormous.  No  man  can  tell  within  billions  of  tons  what  the 
total  ore  crop  of  the  United  States  is  until  you  develop  it.  Take  the  Colorado  Fuel 
and  Iron  Company,  the  Cambria  Iron  Company,  and  tne  Lackawanna  Steel  and  Iron 
Company,  Jones  &  Laughlins,  and  the  Wheeling  Steel  and  Iron  Company;  all 
large  concerns,  not  anyway  connected  with  anv  of  these  consolidations;  they  are  all 
large  makers  of  rails  and  plates  and  users  of  Bessemer  steel  and  everything  in  the 
iron  and  steel  line. 

Q.  I  speak  not  of  the  geological  situation  at  all.  I  am  talking  about  the  output  of 
the  American  mines;  how  much  your  4  concerns  control  of  that  annual  output. — 
A.  Annual  output  of  pig  iron? 

Q.  Yes,  of  ore  itseli;  I  want  to  get  at  the  raw  material  in  immediate  ownership  or 
control  that  would  cover  all  the  list? — A.  In  output? 

Q.  Yes. — A.  Probably  60  per  cent. 

Q.  Sixty  per  cent  You  speak  of  the  Champlain  and  other  mining  properties  that 
are  awav  from  the  great  centers  of  Pittsbuig,  Chicago,  Cleveland,  and  elsewhere, 
Birmingham,  for  instance;  but  do  you  not  practically  control  all  the  great  centers  of 
manufacture,  through  the  ownership  of  the  mines,  and  practically  through  the  trans- 
portation?— A.  No. 

Q.  You  are  safe  in  saying  then  that  you  do  control  60  per  cent  of  the  annual  prod- 
uct at  the  present  time? — A.  Of  the  1899  output,  60  per  cent. 

NO   COMBINATION   BETWEEN  THE  FOUR  GREAT  CX)MPANIE8. 

Q.  As  there  is  no  combination  on  the  part  of  the  independent  ow^ners  of  mills  and 
manufacturers,  why  do  you  not  even  get  control  of  the  market  itself  as  to  price  and 
everything  else? — A.  You  are  going  on  the  basis  that  there  is  no  agreement  among 
the  outsiders.    Are  you  sure  ofthat? 

Q.  It  has  been  generally  conceded. — A.  I  am  not  willing  to  concede  it. 

Q.  f  By  Mr.  Conger.)  Was  there  any  agreement  between  you  4? — A.  None  at  all. 

Q.  (By  Mr.  Farquhar.)  You  buy  and  trade  among  yourselves? — A.  We  trade  with 
outsiders  as  well  as  they  do. 

NO   attempt  to  throttle  COMPETmON. 

Q.  Certainly;  but  it  is  still  a  matter  of  comment  that  while  you  control  your  60 
per  cent  of  the  annual  product  you  are  controlling  the  independent  owners,  because 
if  you  should  control  the  market  price  these  independents  could  not. — A.  They  could 
control  it  to  the  extent  of  their  own  output. 

Q.  Is  it  not  a  fact  in  your  business  that  you  name  a  reasonable  price?  You  say  all 
transactions  are  based  on  profit,  and  you  name  a  reasonable  pnce  and  the  whole 
country  agree  to  that?— A.  1  did  not  say  that. 
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Q.  Then  they  have  practically  to  agree  to  that? — A.  No;  I  did  not  say  that 

Q.  How  near  will  you  come  to  it? — A.  I  aay  from  65  to  95  per  cent,  poaobly  % 
per  <t»nt. 

Q.  Then  you  want  to  make  the  statement  here  that  the  combinations  have  not  in 
any  way  made  the  combination  to  eliminate  competition? — A.  I  am  not  talking  for 
anv  ttmi'em  except  the  American  Steel  and  Wire  Company. 

ll.  I  mean  your  own. — A.  I  say  we  have  not,  directly  or  indirectly,  attempted  to 
throttle  competition  in  any  manner,  or  made  any  agreement  w*hatever  as  to  price. 

Q.  Have  you  ever  made  in  your  own  business  any  attempt  to  name  prices  as  bras 
the  mills  or  manufacturers  outside  of  your  own  company  are  concemea? — ^A.  Why,  I 
think,  as  a  broad  proposition,  the  prices  being  equal,  that  the  large  trade  would  give 
us  the  onlcrs. 

il.  That  is  right. — A.  I  believe  that  some  of  my  colleagues  do  not  agree  with  me. 

Q.  (Bv  Mr.  (\).NOER.)  On  what  basis  do  you  believe  that? — A.  I  believe  that 
b(H*ause  I  l)elieve  that  a  large  buyer  would  figure  that  if  it  ever  should  come  to  a 
fight  in  busini'ss  we  would  be  willing  to  ^  as  low  as  the  other  fellow  and  a  little 
lower,  and  when  times  are  good  thev  are  willing  to  buy  ol  us,  depending  upon  oar 
fi'eling,  upon  our  sense  of  justice  and  equity,  to  take  care  of  them  if  there  ev^sboold 
come  a  storm. 

Q.  In  other  words,  your  theory  is  that  the  present  high  prices  come  from  the 
demand  for  consumption  and  not  from  any  agreement? — A.  Entirely,  entirely;  ther 
are  very  much  higher  than  I  wish  they  were,  I  will  say  that 

NO   PRESENT  DESIGN   OF   AN   INTERNATIONAL  SYNDICATE. 

Q.  (By  Representative  Livincsston.)  Do  you  desire  or  purpose  to  continue  jrour 
efforts,  to  renew  your  efforts  with  manufacturers  in  foreign  countries  to  syndicate 
this  busiiu«8? — A.  No;  I  think  we  have  about  given  that  up  and  made  up  our  minds 
to  pad<lle  our  own  canoe.  To  tell  you  the  truth,  I  think  they  would  have  given  me  50 
per  cent  l)efore  I  left  Europe,  but  I  got  scared  and  came  home.  They  had  a  meeting 
in  Berlin,  but  I  made  up  my  mind  not  to  go  to  it  I  think  they  would  have  gi\'eJi 
me  50  per  cent. 

WHO    ARE    COMPETITORS? — WHAT  IS  RAW   MATERIAL? 

Q.  (By  Mr.  Ratchpord.)  In  reply  to  a  question,  you  stated,  I  believe,  that  it  was 
not  the  purpose  of  your  company  to  eliminate  competition? — A.  That  is  true.  We 
have  lKH»n  offered  nearly  every  plant  that  is  outside  at  fair  prices,  and  we  declined  to 
buy  them. 

Q.  You  have  further  stated,  I  believe,  that  if  you  were  to  sell  your  wire  at  a  price 
at  which  you  could  make  a  reasonable  profit  you  would  drive  the  small  manufac- 
turers  out  of  business,  or  words  to  that  effect ;  is  that  true? — A.  Well,  the  manufactorer 
that  bought  his  raw  mat^^rial  of  us 

Q.  But  prior  to  the  time  he  bought  his  material  of  you.  We  want  to  get  at  that 
We  as.**nme  now  that  he  is  manufacturing  independently? — A.  What  do  you  call  his 
raw  material?    There  are  so  many  definitions.     Do  you  call  it  ore? 

Q.  Ore  is  raw  material,  I  presume;  some  such  substance  as  that. — A.  The  fellow 
that  has  raw  material,  his  ore  would  not  suffer  from  anything  we  could  do  if  ve 
were  inclined  to. 

Q.  Would  not  suffer?— A.  No. 

Q.  The  smaller  manufacturer  has  concluded,  I  believe  from  the  evidence  you  have 
given  us,  in  some  cases  to  buy  from  you  and  sell  to  the  consumer? — ^A.  Yes. 

(J.  Feeling  that  he  can  do  so,  of  course,  more  cheaply  than  he  can  manufacture?— 
A.  Yes;  perhaps  that  is  it 

Q.  What  effwt  has  that  on  the  formert — A.  Perhaps  he  has  not  got  the  facilities 
for  getting  ore;  perhaps  he  has  to  buy  a  partially  finished  product  and  finish  th«t 
product;  ne  may  have  to  buy  plain  wire;  he  may  have  to  buy  rods  or  billets. 

Q.  If  he  has  not  the  facilities,  he  is  not  a  competitor? — A.  He  is  a  competitor  in 
the  finished  line;  you  can  see  the  various  stages. 

Q.  Yes;  but  in  tne  strict  sense  he  is  not  a  direct  competitor,  is  he? — A.  Yes;  in  the 
finished  line  he  is.  He  is  a  direct  competitor  in  whatever  line  he  sells  to  the  public 
If  he  is  selling  wire  nails  to  the  public  and  we  are  selling  wire  nails  to  the  public, 
that  man  is  a  competitor  of  ours,  is  he  not? 

Q.  Yes,  yes;  if  he  is  manufacturing  wire  nails  and  you  are  doing  the  same,  he  is  a 
competitor. — A.  Yea.  Now,  then,  he  may  buy  his  wire  from  us  to  make  those  nails, 
and  lie  may  buy  his  rods,  or  he  may  buy  his  billets,  or  he  may  buy  his  pig  iron,  or 
he  may  buy  his  transportation  from  the  American  Steamship  Company,  in  which  1 
am  interested.     So  the  stage  cuts  a  great  figure. 
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Q.  Now,  taking  up  the  subject  of  the  ore  in  the  ground,  you  made  reference  to 
that  in  the  beginning  of  your  testimony. — ^A.  Yes. 

Q.  The  statement  made,  I  believe,  was  that  the  value  of  that  ore  had  increased  per 
ton  from  40  cents  to  $2  within  the  last  2  years? — ^A.  Within  the  last  3  or  4  years.  I 
think  in  1894  was  the  lowest  price  for  ore. 

Q.  Are  those  who  are  operating  those  ore  mines  to-day  paying  that  excess  cost  per 
ton  of  ore  produced,  or  are  they  operating  their  mines  on  contn^  made  prior  to  the 
increase  of  the  value  of  the  ore  and  the  cost  of  the  ore? — A.  Well,  there  would  be  two 
legitimate  answers  to  that.  One  is  that  it  depends  on  when  the  fellow  sold  the  ore. 
I  got  a  telegram  last  night  that  we  just  started  shipping  ore  from  one  of  our  mines  to 
the  Lackawanna  Iron  and  Steel  Company.  We  loadea,  I  think,  250  cars  yesterday. 
That  was  the  first  day  of  shipment.  Now  that  ore  was  a  recent  sale ;  it  will  pay  a  very 
handsome  profit.  If  we  had  sold  that  ore  6  or  8  months  ago,  there  would  not  have 
been  very  much  profit  in  it. 

Q.  Is  it  usually  bought A.   (Interrupting.)  It  is  usually  bought  in  the  winter 

months. 

Q.  Is  it  bought  by  the  acre  or  bought  on  a  royalty  bajsis  per  ton? — A.  Well,  both 
ways. 

Q.  Both  ways? — ^A.  Not  by  the  acre  usually;  usually  a  man  {wys  so  much  for  a 
tract.  We  bought  one  tract  this  spring ;  we  paid  $700,000  for  it ;  we  had  the  ore 
measured  up  in  that  tract,  and  it  measures,  according  to  the  figures  of  one  of  the  best 
experts  in  tnis  country,  83,000,000  tons  of  ore.  I  suppose  that  ore  would  sell  to-day 
for  2  or  3  million  dollars. 

PRICBS  PAID  FOR  ORB  AND   QUANTITY   MINED. 

Q.  Well,  the  question  that  I  want  to  bring  out  directly  is  this:  Is  it  not  a  fact  that 
the  bulk  of  the  ore  purchased  in  this  country  has  been  bought  upon  the  lower-priced 
contracts? — A.  You  mean  the  ore  in  the  ground? 

Q.  Noj  the  ore  that  is  purchased. — A.  The  ore  that  was  |>urcha8ed  this  year,  or 
most  of  it,  was  bought  at  these  hi^h  prices — last  January's  prices. 

Q.  TBy  Mr.  Farquhar.)  How  high  was  last  year's  price? — ^A.  I  think  it  was  about 
$2.00  tor  Norrie  as  a  basis. 

Q.  Now  it  is  $4? — A.  I  would  be  willing  to  pay  |5. 

Q.  How  much  is  the  increase  in  the  output  this  year  of  ore  mined  compared  with 
what  it  was  in  1898? — A.  I  think  prior  to  tnis  year — I  have  not  the  exact  nguree  with 
me — but  prior  to  tiiis  year  the  lai^est  amount  of  ore  that  ever  came  out  from  what  is 
called  the  Lake  Superior  district  was  about  12,000,000  tons,  perhaps  13,000^000  tons. 
I  would  not  be  exact,  perhaps  12  or  13  I  would  say.  This  year  1  think  it  wil*  be 
between  16,000,000  ana  17,000,000,  and  the  prospects  are  tnat  next  year,  from  the 
present  outlook,  it  will  crowd  20,000,000  tons  if  they  have  transportation  to  move  it. 

Q.  Has  that  increase  come  throt^n  demand  and  supply  alone? — ^A.  Yes. 

Q.  You  loiow  of  no  arbitrary  raise  in  the  price  by  manufacturers  or  owners  of  the 
product?  It  has  come  naturally,  you  say,  by  demand  and  supply? — ^A.  Why,  in  our 
fine — I  am  only  talkingabout  our  line — but  in  our  line  it  has  come  entirely  from 
supply  and  demand.    We  are  behind  our  orders  to-day. 

WHY   LOWBR  PRICES   WOULD  BE  BETTER. 

Q.  (By  Mr.  Conobb.^  A  short  time  affo  you  stated  that  the  prices  of  these  steel 
products  were  higher  tnan  you  wished  tney  were.  I  wish  you  would  go  into  that  a 
uttle  further.  Inasmuch  as  you  say  you  are  in  business  to  make  money,  why  do  vou 
object  to  the  higher  prices? — A.  We  are  quite  large  buyers  of  what  is  known  as  soft 
steel,  steel  from  .04  to  .10  carbon.  There  are  some  higher  carbons,  .60,  .70,  .80,  or 
.90.  We  are  quite  large  buyers  of  that  steel.  In  the  past  we  have  been  able  to  buy 
that  steel  at  anywhere  from  $13.50  to  $16  a  ton.  We  are  paying  for  that  steel  now — 
I  think  our  last  purchase  was  $32.  That  was  some  time  ago.  I  think  to-day  the 
price  would  be  $34  or  $36,  and  of  course  that  pushes  up  the  price  of  our  finished 
product  accordingly.  We  have  i>aid  for  steel  as  high  as  $50  a  ton  this  year;  bought 
a  good  deal  of  it  as  high  as  $50. 

Q.  In  other  words,  then,  the  price  of  your  raw  material  for  making  these  products 
has  increased  more  than  you  have  been  able  to  increase  the  price  of  the  manufactured 
products? — A.  Yes;  we  liave  had  stuff  sold  at  2  cents  a  pound  and  we  paid  $50  a  ton, 
2^  cents,  to  make  that.    It  just  so  happened. 

Q.  Sold  on  contract,  you  mean? — A.  On  contract  to  manufacturing  concerns.  1 
do  not  mean  to  be  understood  by  that  that  we  have  been  doing  a  losing  business 
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with  oar  eyes  open;  but  we  did  not  realize  that  steel  was  going  00  hish,  and  wehfi« 
had  to  go  into  tne  market  and  buy  steel  at  $50.  We  bou^t  a  ^jood  ^eal  of  it  at  $48, 
special  carbon  and  special  phoephonis  steel  that  we  had  to  have  in  our  bnsineBB.  We 
paid  the  National  8te«^l  Company,  I  think,  $48,  and  I  think  we  paid  Jones  A  Laogfalioe, 
of  PittsbuT)?,  $50,  and  I  think  we  offered  Mr.  Cameeie — I  know  I  offered  Mr.  ^wab 
$50  for  quite  a  larse  tonnage  and  he  told  me  he  could  not  sell  it 

Q.  Do  3^ou  think  the  managers  of  any  others  of  these  large  steel  companieB  agree 
with  you  in  this  idea  that  their  interests  would  be  better  promoted  if  prices  were 
loweiT — A.  I  think  so;  that  is,  I  recently  heard  the  heads  of  other  conoeins  leeret 
that  the  demands  and  the  conditions  had  forced  things  to  such  a  high  pitch.  Ilie 
amount  of  it  is  that  the  manufacturers  have  not  msuie  nearly  as  much  profit  oat  of 
this  advance  as  the  public  has  been  led  to  believe.  Everything  they  have  had  to  bav 
has  been  proportionately  high,  their  wages  and  everything  el^. 

WRY   PRICBR   ARE  so   HIGH. 

Of  course,  no  one  will  deny  that  making  open-hearth  steel  at  $50  has  been  a  Terr 
profitable  busineee.  There  has  been  a  great  deal  of  it  sold  at  $48,  but  the  troable 
was  that  there  was  not  enough  open-hearth  steel  to  go  around.  There  were  not 
enough  plants  in  this  country  to  take  care  of  the  immense  consumption.  I  believe 
that  until  this  year  there  has  practically  never  been  any  large  amount  of  steel  cire 
made.  This  vear  I  think  they  are  using  nearly  a  thousand  tons  of  plate  a  day,  iron 
and  steel,  in  the  manufacturing  of  cars.  That  is  in  an  entirely  new  industry.  The 
shipbuilning  business  has  been  very  active  both  at  home  and  abroad,  and  tiiat 
has  consumed  a  verv  large  amount  of  plate  and  angles  and  channels  and  that 
class  of  material  supplied  to  ships.  The  consequence  has  been  that  a  shipbuilder 
would  take  an  order  for  5  boats,  and  after  he  had  taken  the  order,  pernaps,  he 
would  go  out  to  buy  his  material  and  he  would  find  it  a  little  bit  higner  than  he 
exptvted  he  would.  He  would  t^onclude  that  if  he  waited  a  week  or  two  he  might 
ffet  a  lower  T)rice;  and  he  would  wait  and  the  price  would  go  up  on  him.  This  has 
been  true  of  both  sides  of  the  water  until  thev  pushed  up  the  prices  on  this*,  and  in 
pushing  them  up  they  have  pushed  up  the  price  of  wages,  of  the  labor  that  made 
the  plates,  the  angles*  and  alt  that  class  of  labor  that  is  jtaid  on  a  sliding  scale;  and 
they  have  got  higher  wages  on  that  account.  It  has  been  a  very  lucky  Uiing  for  the 
workmen.  It  might  l)e  unfortunate  for  the  man  that  took  the  contract  for  the  ships. 
I  have  happened  to  know  of  ships  that  have  been  built  with  some  material  that  cost 
them  $1.10,  and  the  next  plate  on  the  same  boat  cost  $3.  It  was  perhaps  no  fault  of 
the  lx)at  maker.  He  could  not  get  steel  when  he  wanted  it;  there  was  a  breakdown, 
and  he  had  ta  go  out  and  buy  what  was  necessary,  and  the  iron  and  steel  wBunbc- 
turers  are  now  from  3  to  9  months  behind  their  orders, 

MARKET  CONDmONS  IN   GERMANY. 

Q.  Is  that  true  in  this  country  or  on  the  other  side  of  the  water? — ^A.  It  is  more 
true  on  the  other  side  than  it  is  here.  I  think  tlie  average  iron  and  steel  mano^ 
turer  in  German v  is  sold  up  until  about  the  middle  of  1901,  18  to  20  months.  The 
condition  is  much  firmer  over  there  than  it  is  here,  because  they  go  so  much  further 
ahead  with  their  sales. 

Q.  By  saying  that  conditions  are  firmer,  do  you  mean  to  say  that  prices  have  not 
advanced  here  as  much  as  they  have  over  there? — ^A.  Yes. 

AMERICAN  STEEL  AND  WIRE  COMPANY   AS  A   BUYER  OF  STEEL. 

Q.  (By  Senator  Kyle.)  To  what  extent  do  you  go  into  the  open  market  to  pa^ 
chase  your  steel?— A.  I  Dought  week  before  last— f  was  in  New  York  all  last  week 
and  week  before— I  bought  200,000  tons  myself  for  which  I  have  contracted  to  pay  7 
or  8  million  dollars;  1  can  not  tell  you  the  amount  until  I  figure  it  up. 

Q.  Ordinarily  do  you  go  into  the  open  market  in  this  way?— A.  Yes;  we  are 
always  buyers. 

Q.  But  ^rticularlv  in  such  times  as  these,  with  the  increase  of  business?— A.  It  is 
I)erhaps  fair  to  say  that  we  have  been  always  the  laiyest  customer  of  the  National 
Steel  Companv,  the  Carnegie  Steel  Company,  and  the  Federal  Steel  Company— <*r' 
tainly  the  Federal  and  Carnegie.  I  would  not  be  quite  sure  about  the  National,  bat 
certainly  the  Carnegie  Steel  G[)mpany  and  the  Federal.  We  pay  them  more  money 
than  anyone  else ;  there  is  no  doubt  about  that.    They  have  told  us  so. 

WHY  the   high   PRICES  WILL  NOT  CHECK   CXJNSITMPTION. 

Q.  (By  Mr.  A.  L.  Harris.)  What  effect  will  the  present  high  prices  havenpon 
consumption  in  the  future  in  the  steel  business? — ^A.  I  have  thought  that  they 
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would  check  it ;  but  in  talking  with  railroad  presidents,  I  have  made  up  my  mind 
that  it  would  not  give  much  of  a  check,  for  the  reason  that  up  to  two  or  three  years 
ago  the  railroads  were  transporting  cars  that  contained  15  to  20  tons  of  goods  of  vari- 
ous kinds,  coal,  ore,  and  coke;  to-day  they  are  using  cars  that  carry  ^  to  60  tons. 
They  have  had  to  stren^hen  their  bridges,  tear  out  the  old  bridges  and  put  in  new 
ones,  tear  out  the  old  rails  and  put  in  new  ones,  demolish  the  old  cars  and  buy  new 
ones ;  and  that  transition  state  is  going  on,  and  I  think  it  will  continue  for  the  next 
year  or  two.  Many  men  that  are  perhaps  better  posted  Iban  I  am  tiiink  that  it  will 
continue  for  three  years.  Certain  it  is  that  our  railroad  presidents  and  men  who 
have  made  a  study  of  this  thing  believe  that  these  high  prices  are  going  to  rule  for  two 
or  three  years,  and  they  give  as  a  reason  that  we  have  got  100,(XK)  miles  of  railroad 
that  is  laid  with  60  or  65  or  70  pound  rails,  and  we  have  ffot  to  pull  out  that  rail  and 
put  in  75  to  100  powid  rails.  We  have  got  to  pull  out  4,000  or  5,000  light  bridges  and 
put  in  heavier  bridges.  We  have  got  to  have  heavier  locomotives.  It  was  only  a 
short  time  ago  that  the  average  railroad  man  figured  that  500  to  800  tons  of  dead 
freight  was  a  very  large  train  load.  They  are  now  hauling  as  high  as  2,000  tons  to 
a  train  load.  That  necessitates  heavier  equipment,  heavier  motive  power,  heavier 
rolling  stock,  heavier  rails,  stronger  bridges ;  and  that  thing  is  going  on  to  an  extent, 
the  American  railroads  are  making  such  immense  strides  over  any  other  portion  of 
the  world,  that  it  is  hard  to  toll  when  this  thing  will  stop.  I  do  not  believe  any 
mortal  can  toll.  Some  of  the  wisest  men  in  the  iron  ana  steel  business  have  been 
very  greatly  deceived. 

Q.  (By  Mr.  Farquhar.)  Are  these  great  purchases  of  rails  by  the  railroads  some- 
what predicated  on  this  state  of  facts  that  you  are  now  forecasting? — A.  Yes;  I  do 
not  think  a  railroad  could  buy  100,000  tons  of  nuls  and  get  delivery  of  them  in  1900. 
They  are  all  sold  up  now  through  the  year.    It  is  impossible  to  get  them. 

NO  CONNBCriON  OR  AGREEMENT  WITH  THE  OTHER  GREAT  STEEL  COMPANIES. 

Q.  (By  Mr.  Jenks.)  You  spoke  of  the  fact  that  the  American  Steel  and  Wire  Com- 
pany was  perhaps  the  largest  customer  of  the  National  Steel  Company  and  the  Fed- 
eral and  the  Carnegie? — A.  Of  the  Federal  and  Carnegie;  lam  not  sure  whether  they 
are  of  the  National. 

Q.  The  statement  was  made  here  by  some  of  the  men  connected  with  the  National 
Steel  and  the  American  Steel  Hoop  Company  that  while  there  was  no  immediate  for- 
mal connection  between  the  two  companies,  they  had  so  many  directors  of  one  com- 
pany that  were  also  directors  in  the  other  that  they  worked  together  in  unusual  har- 
mony. Is  there  a  similar  arrangement  between  the  directors  of  the  American  Steel 
and  Wire  Company  and  any  of  these  other  companies  that  you  have  mentioned? — A. 
No;  the  National  Steel  and  the  American  Steel  Hoop  and  the  American  Tin  Plato  are 
very  close  together. 

Q.  Yes;  that  is  what  they  said. — A.  And  therefore  probably  the  largest  customer 
of  the  National  for  1900  will  be  the  Tin  Plate,  and  next  to  them  the  Hoop.  But  with 
the  Cam^e  and  the  Federal  I  am  very  sure  we  have  always  been  the  largest 
customer. 

Q.  As  far  as  the  Federal  Steel  and  Cam^e  companies  are  concerned,  do  you  have 
some  directors  in  both? — A.  No. 

Q.  The  boards  are  entirely  independent? — A.  Judge  Gary  was  formerly  largely 
interested  in  the  Wire  Company  and  our  general  counsel.  He  is  now  president  of 
the  Federal.  And  Mr.  Bumngton.  who  was  treasurer  of  the  American  Steel  and 
Wire  Company,  is  now  president  oi  the  Illinois  Steel  Company.*  But  the  interests 
are  not  common  interests  in  any  way,  shape,  or  mannw.  We  have  no  arrangement 
with  them  whatever.  We  have  no  agreements.  We  have  never  been  in  a  room 
with  the  Came^e  or  Federal  or  National  Steel  people  since  we  incorporated,  as  far 
as  I  know,  and  I  do  not  believe  any  of  our  people  have. 

Whereupon  at  1  p.  m.  the  commission  took  a  recess  until  2  p.  m. 

Washington,  D.  C,  November  14^  1899. 
The  commission  met  at  2.22  p.  m. 
John  W.  Gates  again  on  the  stand  and  examination  resumed. 

NEW  DEMANIH- HIGH   PRICES  AND  EXPORTS. 

Q.  (By  Mr.  Clarke.)  Just  before  the  recess  you  had  testified  as  to  the  great 
increase  in  the  demand  for  steel  for  shipbuilding  purposes.  Is  not  that  true  also  of 
the  demand  for  buildings  in  cities  and  for  bridg^ — ^A.  Yes;  that  is  true.  , 


1  One  of  the  constituent  members  of  the  Federal  Steel  Ck>mpanjb.  -^  "-  ■^*-. 

^v^ »  O  H  A  ,-?  y  V 
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Q.  Steel  can,  steel  vesKls,  steel  f runes  for  baildings  and  bridges — all  these  oonski- 
tnte  a  lai^^  new  development  in  business? — A.  They  constitute,  in  mj  judgment,  Mr. 
Chairman,  as  laige  a  tonnage  as  the  total  tonnage  of  the  United  States  in  iron  ud 
steel  15  or  20  years  ago. 

Q.  Is  that  business  likely  to  increase  rather  than  diminish? — A.  Yes;  it  is  incrog- 
ing  every  year. 

Q.  (By  Mr.  A.  L.  Harris.)  What  effect  will  the  present  high  prices  have  upoii 
the  export  trade  of  the  country  in  the  future? — A.  Ii  thev  continue  it  will  have  the 
effect  to  curtail  the  exportation  of  iron  and  steel,  except  that  manufacturers  in  souk 
lines  will  be  willing  to  export  a  certain  per  cent  of  their  product  at  practically  co^ 
or  possibly  a  small  loss  in  order  to  operate  their  works  full. 

PLANTS  ACQUIBKD  BY  AMERICAN   (frSBL  AND   WIRB  COMPANY,    AND   HOW   AOaUISSD. 

Q.  (By  Mr.  Jxnks.)  May  we  go  back  to  the  question  of  organization,  and  the  rela- 
tions of  your  company  to  the  different  companies  that  came  in;  can  you  give  u^  a  lisi 
of  companies  that  went  together  into  this  combination?— A.  I  think  so. 

Q.  Il  you  can  g|ive  us  the  names  of  the  companies  which  united,  you  may  do 
BO.— A.  The  American  Steel  and  Wire  Company  of  New  Jersey  owns  all  of  the 
following  plants,  namely,  12  or  14  plants  formerly  ow^ned  by  the  American  Steel 
and  Wire  Company,  of  Illinois;  the  Washbum-Moen  Company,  which  had  worb 
at  Worcester,  Mass.,  Waukegan,  111.,  and  San  Francisco;  the  Cleveland  Rolling  Mill 
Company;  the  Oliver-Snyder  Steel  Company,  of  Pittsbuiig,  formerly  callea  the 
Hainsworth;  the  Edith  Furnace  C'ompany,  of  Pittsbuiv;  the  Oliver  Wire  Comnany, 
of  Pittsburg;  the  wire  department  of  the  Shenango  Valley  Steel  Company,  of ^>w- 
castle;  the  rittsburg  Wire  Company,  of  Braddock;  the  Cincinnati  Barbei  Wire  Fence 
Company,  of  Cincinnati;  the  Indiana  Wire  Fence  Companv,  of  Crawfordsville,  Ind.; 
the  Consolidated  Barbed  Wire  Company,  of  Lawrence,  iCans.,  and  Joliet,  111.;  the 


Company,  of  Joliet  and  Kansas  City;  the  Newburg  Wire  Nail  Company,  of  Kew- 
burg,  N.  Y.    I  think  that  is  all. 

Q.  Those  are  the  different  companies  that  united? — A.  Some  of  them  were  acquired 
some  time  afterwards. 

Q.  In  what  way  were  these  properties  acquired — ^by  the  purchase  of  the  plants 
outright,  or  by  the  purchase  of  the  capital  stock,  agreeing  to  pay  the  same  price  for 
the  minority? — A.  In  some  cases  by  the  purchase  outright  of  the  plants  themselves, 
the  various  concerns  settling  up  their  assets  and  liabilities. 

Q.  In  the  cases  in  which  you  bought  the  majority  of  the  stock,  or  all  of  the  stock, 
do  those  companies  retain  still  their  independent  existence,  as  is  the  case,  for  example, 
in  the  Federal  Steel  Company? — A.  In  only  one  instance,  I  think;  that  is  theSchoen- 
berger  Steel  Company,  of  Pittsburg. 

Q.  In  the  other  cases  the  separate  companies  have  been  dissolved,  and  yoo  hxve 
simply  taken  their  plants? — A.  Yes. 

PLANTS  CIjOSKD — WHY   THEY   WBRB  BOUGHT. 

Q.  Have  you  since  the  purchase  of  these  different  plants  closed  any  of  the  pluits?— 
A.  Yes. 

Q.  What  ones? — A.  We  have  closed  all  of  the  plants  that  could  not  operate  econom- 
ically and  increased  those  that  could. 

Q.  Do  you  recall  how  many  you  have  closed — what  oneei? — A.  The  one  in  Xev- 
burg,  N.  Y.,  was  closed  when  we  bought  it.  The  Portage  Iron  Company  at  Ito- 
cansville  we  closed  and  moved  the  machinery  elsewhere.  Pu^t  Sound  we  cloeed, 
that  is  two,  Crawfordsville  is  three,  Lawrence,  Kans.,  is  four,  Cincinnati  is  five, 

Q.  Why  do  you  buy  a  closed  plant? — A.  In  connection  with  the  Newbuig  Wire 
and  Nail  Company  plant  there  were  some  patent  complications  that  cau/aed  our  patent 
counsel  to  think  that  it  was  wise  for  us  to  buy  the  plant  We  had  a  partiallistoi 
patents,  and  we  thought  it  policy  to  acquire  the  balance,  and  we  could  only  do  it 
through  the  purchase  of  a  plant  that  carried  with  it  the  balance  of  the  titles  to 
those  patents. 

Q.  Your  total  output,  I  presume,  has  been  increased? — ^A.  Yes.  , 

Q.  Can  you  give  us  an  idea  of  what  the  percentage  of  increase  has  been?— A.  i 
should  8ay*15  or  20  per  cent  over  1898. 

Q.  (By  Mr.  Congeh.)  Why  did  you  buy  those  plants  that  were  closed?— A.  There 
were  various  reasons.    I  should  have  to  take  each  individual  plant  and  explwn  it  to 
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you  in  a  particular  wav.  In  the  case  of  the  Puget  Sound  Wire  Nail  Company — that 
plant  was  owned  by  Mr.  John  D.  Rockefeller.  Mr.  Rockefeller  had  a  contract  with 
ihe  Cleveland  Rollins  Mill  Company  for  the  purchase  of  a  lai^e  quantity  of  raw 
material  at  what  we  thought  was  a  very  low  pnce. 

Q.  You  purchased  the  plant  to  get  the  contract? — ^A.  We  purchased  that  plant  to 
get  the  contract.  If  the  contract  had  stood  he  would  have  made  several  hundred 
thousand  dollars  out  of  it;  as  it  was  we  made  the  money.  I  could  go  on  and  give 
you  our  reasons  for  purchasing  each  one. 

Q.  Similar  reasons,  then,  existed  in  the  other  cases? — A.  Usually,  yes. 

Q.  (By  Mr.  Jbnks.)  Let  me  ask  you  about  one  or  two  more;  take  the  Crawfords- 
ville  company,  for  instance. — A.  Crawfordsville  had  a  contract  with  our  own  com- 
pany, ana  it  was  a  very  arduous  contract  for  us  to  fill,  and  we  concluded  that  the 
cheapest  way  to  fill  it  was  to  buy  them  out.  We  really  got  the  plant  for  nothing 
and  made  a  great  saving  by  buying  them  out  as  compared  with  that  contract. 

Q.  And  the  plant  at  DuncansviTle? — A.  The  plant  at  Duncansville  had  a  sliding- 
scale  arran^ment  with  the  Cam^e  Steel  Company;  as  long  as  the  ownership  of  the 
plant  remained  with  A.  R.  Whitney  that  sliding  scale  continued.  Mr.  Whitney  was 
on  particularly  friendly  terms  with  the  Standard  Oil  Company,  and  they  were  buying 
their  nails  of  Mr.  Whitney,  and  we  thought  they  were  buying  them  a  little  too  cheap. 
They  were  working  a  sort  of  a  syndicate  arrangement,  too,  and  it  was  a  particular 
nail  that  could  only  be  driven  by  machinery,  and  the  Standard  Oil  people  had  never 
^iven  us  a  fair  opportunity,  we  thought,  to  demonstrate  that  we  could  make  that  nail 
lust  as  well  as  Whitney  could.  We  bought  them  out  and  have  been  selling  the 
Standard  Oil  Company  their  nails  ever  since.  • 

REASONS  FOR  GLOSINO   PLANTS. 

Q.  (By  Mr.  Conger.)  Is  there  any  general  reason  given,  or  that  you  could  give,  for 
the  closmg  of  these  plants?  Was  it  the  lack  of  economy  in  their  operation? — A. 
Entirely  so.  Wherever  we  'bought  a  plant  and  found  that  we  could  operate  it  eco- 
nomically and  make  more  money,  we  have  operated  it ;  and  wherever  we  found  that 
we  could  not,  we  have  shut  it  down. 

Q.  Was  the  fault  or  defect  in  those  plants  one  of  location,  or  in  the  machinery  of 
the  plants? — A.  Sometimes  it  was  location  and  sometimes  it  was  badly  constructed 
machinery,  and  sometimes  it  was  a  combination  of  both. 

Q.  (By  Mr.  Jenks.)  In  times  when  prices  are  low  and  profits  low  one  would  sup- 
pose tnat  it  would  be  a  r^ular  thing  to  close  some  of  the  poorer  plants.  In  times 
when  prices  are  as  high  as  they  are  now  and  increasing  rapidly — you  say  that  you 
can  not  begin  to  meet  the  demand  for  your  product — one  would  suppose  that  the 
plants  that  are  not  quite  so  profitable  as  the  others  might  still  pay. — ^A.  They  would 
if  we  could  get  the  raw  material.     We  can  not  get  the  raw  material. 

Q.  So  the  closing  of  plants  depends  in  part  on  that? — A.  Yes;  it  is  a  combination 
of  circumstances.  If  we  could  get  the  raw  material  and  sell  the  stuff  we  should 
operate  the  pliuits  day  and  night;  we  should  hate  to  stop  one  on  Sundays. 

Q!  Have  you  dismantled  those  plants,  the  one  at  Duncansville  and  the  one  at 
Crawfordsville? — A.  Some  we  have  dismantled  and  shipped  elsewhere;  others  would 
be  able  to  start  up  if  we  could  get  the  material.  -  In  Cincinnati  I  think  we  could  start 
up  at  a  day's  notice.  Salem,  Ohio,  is  another  one;  we  may  dismantle  that  and  move 
it  somewhere.  Findlay,  Ohio,  is  an  old  plant;  I  do  not  think  we  will  operate  that; 
it  is  not  in  shape  to  be  operated. 

SAVINGS  BY   CONSOLIDATION. 

Q.  What  would  you  say  were  the  chief  sources  of  saving  that  you  have  made  by 
combining? — A.  Well,  in  the  separate  maintenance  of  the  various  organizations,  eacn 
concern  had  to  have  a  president,  most  of  them  one  or  two  vice-presidents,  a  secretary, 
a  treasurer,  and  auditor,  and  so  on;  and  we  have  done  away  practically  with  that 
class  of  men,  and  put  the  operating  end  of  our  business  in  charge  of  officers  in  New 
York  and  Chicago.  The  books  are  kept  in  two  places,  New  York  and  Chicago;  the 
operating  books. 

Q.  Do  you  not  need  to  keep  a  good  part  of  those  same  men  who  formerly  were  the 
chief  executive  officers  of  these  several  plants,  as  superintendents  of  the  different 
plants,  under  different  names — ^the  same  men? — A.  Well,  I  should  say  we  had  dis- 
pensed with  50  per  cent. 

Q.  (By  Senator  Kyle.)  Of  the  men  or  the  expense? — A.  Of  the  expense.  For 
instance,  we  divide  it  into  districts.  Our  Pittsbura  district,  I  think,  has  about  10 
plants.    We  have  a  general  superintendent  that  looks  after  this  entire  district ;  so  in 
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the  ('leveland  district,  and  so  in  the  Chica^  district ;  and  some  of  the  toea  that  have 
heen  important  in  the  management  of  the  individual  plants  have  sold  out  and  taktn 
their  money  and  invested  in  other  lines,  or  Kone  abroad  and  done  whatever  they  sav 
fit ;  and  such  of  the  valuable  men  as  wanted  to  stay  with  the  company  have  had  a 
chance  to  stav.  But  I  should  judge  that  we  have  dispensed  with  perhaps  50  per 
cent  of  what  1  should  call  the  high-prioed  men. 

Q.  (By  Mr.  Jenks.)  In  that  case,  then,  your  chief  saving  in  labor  from  the  a>mbi- 
nation  is  the  saving  in  traveling  men  on  the  one  hand  and  these  high-prioed  m&i  yoc 
had  on  the  other? — A.  Yes. 

Q.  Thest*  high-priced  men  and  superintendents? — A.  And  superintendents. 

Q.  (By  Mr.  Farqcrar.)  How  many  traveling  men  have  you  dispensed  with.— A  1 
think  we  havedi8];)ensed  with  about  200  travehng  men. 

<l.  (By  Mr.  Jbnks.)  What  other  sources  of  saving  have  you? — A.  Well,  the  Chicago 
mcn'hant  now  gets  his  g^KMls  from  the  mill  nearest  Chicago;  the  St.  Louis  merchaot 
gct8  luH  gfXKlHfrom  the  mill  neare»<t  St  LouLp,  and  so  with  New  York  and  Cleveland 
and  oihi'T  parts  of  the  country.     We  take  into  consideration  the  freights. 

Q.  Save  the  cross  freights?  •  A.  The  cross-freight  saving  is  auitean  important  item. 
I  Hhould  think  the  crosH  freights  would  amount  to  half  a  million  or  a  million  dollan 
a  year.     It  is  a  saving  in  that  particular. 

Q.  I)o  you  think  that  you  make  any  very  material  saving  by  the  combination  in  the 
common  uhc  of  patents?  You  spoke  of  how  exceedingly  valuable  some  of  your  pat- 
ents were.  Dia  you  acquire  them  through  this  combination  particularly? — A.  Some 
of  them,  and  some  of  them  we  acquired  by  purchase  from  time  to  time.  We  made 
this  saving  in  that  respi*ct:  I  venture  to  sav  that  the  companies  I  have  been  inter- 
estecl  in  have  paid  out  in  20  years  about  a  million  dollars  to  lawyers,  patent  attorneys, 
on  account  of  patents,  and  we  have  saved  most  of  that  We  have  a  general  counsel 
that  looks  after  our  business  and  one  man  who  looks  after  patents  under  his  instruct 
tions. 

Q.  By  owning  all  the  patents  you  avoid  law  siiit^ — A.  We  do  not  have  very  nianj 
law  Huits  on  })atents;  we  did  have  a  great  many. 

Q.  Do  you  have  any  other  special  source  of  saving? — ^A.  No;  those  are  the  inipor- 
tant  items. 

Q.  (By  Mr.  Farquhar.)  Is  there  any  other  one? — A.  Our  lose  from  bad  debt?  is 
very  important,  I  think. 

Q.  (By  Mr.  Jenks.)  What  have  you  to  say  about  that? — A.  Our  percentage  of  loa 
from  l)aa  debts,  I  should  say,  up  to  date  this  ^ear,  is  about  one-twenty-fifth  of  one 
per  (vnt.     Under  the  old  r^me  I  should  say.it  was  one-half  of  one  per  cent 

Q.  How  do  you  manage  to  make  a  saving  tnere;  how  does  it  come  about? — A.  If 
a  man  (lo(«  not  pay  acconling  to  terms,  we  are  a  little  more  strict  with  him. 

Q.  You  are  in  a  considerably  better  position  to  stop  his  source  of  supply? — A.  Wc 
do  not  attempt  to  stop  his  source  of  supply,  but  we  might  ask  him  to  send  a  check 
or  draft  with  the  order  the  next  time.  We  should  be  perfectly  willing  to  sell  him, 
but  we  should  like  the  money. 

Q.  You,  of  course,  might  have  done  that  under  the  old  system.  How  is  it  that 
your  power  is  greater  under  this? — A.  Well,  under  the  old  system  a  merchant  miebt 
quibble  with  half  a  dozen  manufacturers,  and  there  might  be  some  one  particular 
manufacturer  that  he  would  treat  fairly,  so  that  he  would  feel  that  he  had  a  port  in  a 
storm.  And  in  the  commercial  term  men  claim  shortage,  make  unreasonable  de- 
mandfi,  and  we  do  not  find  those  demands  to  exist  to  any  such  extent  as  they  did 
before.  They  claimed  a  shortage,  for  instance,  of  five  kegs  of  nails  or  five  spools  of 
wire,  and  if  we  accepted  their  statement  we  had  to  fight  it  out  with  the  raiLnoad  tx)m- 
pany.  We  had  a  check,  and  we  thought  we  knew  we  were  correct,  and  now  we  are 
pretty  apt  to  be  firm.  We  will  always  consider  their  claims,  but  we  will  not  allow 
them  as  freely,  perhaps,  as  we  would  before;  they  have  to  be  very  thoroughly  well 
founded  on  fact  for  us  to  make  an  allowance. 

Q.  And  in  the  line  where  you  control  90  per  cent  of  the  product  you  are  in  a  good 
deal  l)etter  ponition  than  you  were  before  to  bring  pressure  to  bear  upon  them?— A. 
We  sell  our  goo<lH  on  30  days'  time,  and  the  only  pressure  we  could  bring  to  bear  would 
be  to  ask  him  to  send  a  draft  with  the  order. 

Q.  Or  refuse  to  sell  him? — A.  We  never  refuse  to  sell  anyone,  I  think. 

Q.  Is  there  any  saving  that  comes  from  owning  these  different  sources  of  indostiT; 
mines,  transportation,  and  so  on,  that  you  did  not  have  before?  Are  you  so  much 
more  certain  of  getting  your  raw  material  than  you  were  before  that  you  can  count 
that  as  a  distinct  advantage?— -A.  That  is  of  very  gr^t  advantage  to  us.  You  under^ 
stand  we  are  less  than  a  year  old — that  is,  the  American  Steel  and  Wire  Company  of 
New  Jersey;  but  when  we  have  finished  the  program  that  is  laid  out — ^and  that  work 
is  being  pressed  on — we  shall  l)e  certain  of  our  supplies  of  raw  material;  and  wbefl 
we  are  certain  of  that,  we  can  always  operate  cheaper  by  knowing  that  we  are  going 
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to  have  our  coke  and  our  coal  and  our  ore  and  our  limestone  and  ever3rthing  of  that 
kind.  We  can  always  operate  on  a  more  satis&ctory  basis  than  we  could  if  we  had 
to  depend  on  others  to  buy  it 

NO  BPBCIAL  FREIGHT  RATBB  OR  REBATES. 

Q.  Can  you  make  any  material  saving,  not  merely  in  avoiding  cross  freights,  but  in 
freight  rates,  by  virtue  of  the  fact  that  you  are  so  much  laiver  shippen(7  For  example, 
you  spoke  of  being  so  much  laiger  shippers  over  the  line  m>m  Cleveland  to  Pittsburg. 
Would  you  not  be  able  to  get  a  mucn  lower  rate  over  that  line  b^  reason  of  havine 
such  laige  shipments  than  you  would  if  you  were  only  a  small  shipper? — A.  Well,  I 
have  made  the  broad  proposition,  and  my  answer  is  that  I  think  tne  American  Steel 
and  Wire  Company  oi  New  Jersey  have  made  a  fairlv  satisfactory  profit  for  their 
goods,  and  they  ought  to  be  willing  to  allow  the  railroads  a  satisfactory  profit  for 
running  their  business.  We  have  gone  on  the  principle  of  live  and  let  live  in  regard 
to  that. 

Q.  (By  Mr.  Conger.)  You  mean  by  that  that  you  pay  the  railroads  their  schedule 
rates? — A.  Yes. 

Q.  And  do  not  aoce{)t  or  seek  for  a  rebate? — ^A.  If  we  have  a  rebate  account  with 
any  railroad,  or  anything  of  that  kind,  shape,  or  nature  in  any  of  our  companies,  1 
do  not  know  it.    I  will  sav  that,  if  that  is  wnat  you  are  driving  at. 

Q.  (By  Representative  Livingston.)  Do  vou  ever  receive  a  commission  for  a  certain 
amount  of  freight  to  be  delivered? — A.  Well,  if  any  of  them  have  ever  got  it  they  have 
not  turned  it  into  the  treasury,  and  I  would  like  to  catch  someone  with  a  commis- 
sion in  his  pocket  or  in  the  bank.  We  have  been  very  liberal  in  our  treatment  of 
the  railroaas,  and  we  believe  in  it. 

NO   AGREEMENT  WITH   WIRE-FENCE  MAKERS. 

Q.  (By  Mr.  Jenks.)  The  statement  was  made  some  months  ago  that  your  company 
had  made  an  agreement  with  some  13,  I  think  it  was — some  quite  large  number— 
of  leading  fence  manufacturers,  to  furnish  them  material  as  cheap  as  they  themselves 
could  manufacture  it  if  they  were  to  set  up  rod  mills,  and  that  then  they  agreed  in 
turn — I  do  not  understand  that  this  was  a  formal  contract — but  they  agreed  to  main- 
tain a  price  that  would  assure  a  reasonable  profit  to  all  parties  concerned.  Was 
there  any  such  price  agreement  as  that  with  the  fence  manufacturers? — A.  Not  that 
I  know  of.  I  think  that  my  statement  this  morning,  that  we  have  no  agreement  of 
any  kind  whatever,  to  my  Knowledge,  would  cover  tnat. 

Q.  Your  statement  this  morning  was  not  intended,  I  suppose,  to  cover  the  making 
of  contracts  at  different  periods  or  times  with  different  concerns.  I  understood  that 
was  the  nature  of  this  agreement :  that  you  had  contracted  with  these  large  manu- 
facturers, your  leading  competitors,  to  furnish  them  wire  and  rods — whatever  was 
needed — at  fairly  gooa  rates  for  a  considerable  period  in  the  future,  and  that  they  in 
turn  had  given  you  to  understand  that  they  would  maintain  their  prices? — A.  The 
answer  to  that  is  that  of  all  the  fence — wire  fence — made  in  the  United  States  I  pre- 
sume we  make  half,  perhaps  more.  The  large  maker  outside  of  ourselves  has 
recently  moved  to  Pittsburg  and  started  to  erect  his  own  works;  so  that  I  do  not 
think  tnere  can  be  any  contract  of  that  kind.    I  have  never  seen  any. 

Q.  That  is,  he  has  started  to  erect  his  own  works  for  the  manufacture  of  wire? — 
A.  Yes;  that  is  the  Page  Wire  Fence  Company. 

promoters'    PROFITS  AND  CX)MMISSIONS. 

Q.  I  wish  to  go  back  again  for  a  moment  to  the  question  of  the  organization,  the 
causes  of  organizations,  and  so  on.  You  spoke  of  having  arranged — yourself  and  Mr. 
EUwood — for  the  purcnase  of  these  various  plants,  and  of  having  turned  your  contract 
over  to  Mr.  Voorhees,  as  I  understand,  who  made  the  arrangements  with  the  bankers. 
What  arrangements,  as  regards  commissions  and  costs  and  so  on,  were  made  with 
the  underwriters  or  the  bimkers  for  taking  care  of  that  part  of  the  business? — A.  We 
made  no  contracts  with  the  bankers  ourselves.  I  could  not  answer  what  the  other 
people  did. 

Q.  Do  you  mean  by  that  you  do  not  know? — A.  I  do  not  know. 

Q.  (By  Mr.  Conger.)  Do  you  know  how  many  stockholders  there  are  in  your 
company? — A.  Why,  I  should  guess  there  were  1,500.  That  would  be  an  offhand 
guess;  I  do  not  think  I  ever  counted  them. 

Q.  (By  Mr.  Jenks.)  You,  of  course,  have  been  quite  familiar  with  the  organiza- 
tion, not  merely  of  this  company,  but  of  some  others.  The  statement  has  frequently 
been  made  that  in  these  later  oiganizations  anywhere  from  16  to  20  and  25  per  cent, 


1082        HEARINGS  BEPORB  THE   INDUSTRIAL  COMMISSION. 

and  in  Bome  casee  more  than  that,  of  the  common  stock  was  reqatred  to  cover  tlie 
cost  of  organization.  That  included  the  pay  of  the  promoter  and  the  oonmuamnB. 
Would  you  think  that,  from  your  knowledge  of  tne  hcunnees  of  this  oompanyj  m 
high,  we  will  say,  as  20  per  cent  of  the  common  stock  went  for  the  costs  of  oiganixi- 
tion  to  anybody? — A.  lean  not  state  what  amount  I  presume  they  made  moner 
out  of  it;  thev  assured  me  that  they  made  money  out  of  it,  yery  kinaly,  and  I  take 
it  for  grantea  that  they  did  make  money,  but  tne  amount  of  money  they  made  I 
haye  not  any  more  idea  of  than  you.  To  De  yery  frank  with  you,  I  neyer  wanted  to 
know. 

Mrraoi)  OF  CONSOLIDATION — VALUATION  OF  PLANTS. 

Q.  In  the  ca^e  of  a  good  many  omnizations  that  haye  been  made,  we  have  beeo 
assured  that  no  one  concern  knew^  wnat  was  paid  for  other  concerns.  Was  that  troe 
in  the  organization  of  this  company?  When  you  and  Mr.  £11  wood,  for  example, 
bought  out  different  concerns  and  took  options,  was  it  your  regular  custom  to  bar 
each  by  itself  without  a  general  understanding  among  them  all? — ^A.  We  negotiatea 
with  each  company  on  as  favorable  a  basis  as  we  could,  independent  of  any  othtf 
(!ompany.  We  never  bouj;ht  a  company  that  we  were  not  willing  to  take  and  *pa^  for 
irrenpet'tive  of  any  consohdation.  We  went  on  that  principle.  I  was  fkirly  familiar 
with  the  wire  buninosH.  We  had  a  company  for  many  years,  called  the  Columbift 
Patent  Company,  that  owne<l  a  very  lai^  number  of  patents.  I  was  president  of 
that  company,  and  was  president  of  an  association — which  was  possibly  contrary  to 
law — a  few  years  ago  that  sold  the  products.  We  discovered  that  we  were  infnnjf- 
ing  on  some  of  the  various  trust  laws  and  we  discontinued  that  busineas.  I  had  i 
yery  pxxl  idea  of  what  this  plant  and  that  plant  could  earn,  and  had  had  a  genenl 
idea  for  a  ffood  many  years.  When  Mr.  Elwood  and  myself  started  out,  we  started 
out  with  tlie  idea  that  we  would  buy  a  certain  number  of  plants,  irrespective  of 
whether  there  was  any  consolidation  or  not  W^e  would  buy  them  and  pay  for  them; 
and  we  did  so  without  knowing  how  far  we  were  going ;  and  we  did  not  buy  any- 
thing that  we  did  not  think  was  cheap — ^that  is,  on  their  monej-eaming  capacity. 

Q.  As  indei)endent  plants? — A.  Independent  plants.  For  instance,  one  concern 
that  I  call  to  mind;  we  knew  about  what  that  concern  was  worth,  and  we  did  not 
ask  them  to  set  a  price.  We  told  them  what  we  would  give  them  in  cash,  and  thej 
started  out  by  asking  us  a  million  dollars  more  than  we  offered  them.  We  tola 
Ihem  we  would  not  pay  them  any  more  than  we  offered,  and  if  they  wanted  to  accept 
that  we  would  trade  with  them  and  pay  them  the  money  in  thirty  days,  and  they 
did  so.  And  another  concern,  I  think  we  paid  a  few  hunared  thousand  dollars  more 
than  we  expected  to,  but  they  assured  us  that  they  had  made  a  certain  amoont  of 
money  in  tne  interim.    You  see,  I  had  priced  these  plants  a  year  before. 

Q.  In  connection  with  the  organization  of  the  Amencan  Steel  and  Wire  Company?— 
A.  Of  Illinois;  so  that  I  was  familiar  with  the  value,  and  I  had  figures  fumishea  bf 
Moigan  &  Co.'s  accountants  of  their  profits  for  3  years. 

Q.  Do  I  understand  you  to  say,  then,  that  so  ^  as  this  oiganization  was  concerned 
no  added  prices  were  ^ven,  because  it  was  thought  that,  by  virtue  of  the  oraanization 
itself,  or  of  the  consolidation,  it  would  be  possible  to  make  considerably  hignerprofltB 
than  could  be  made  if  the  plants  were  to  be  run  independently? — ^A.  Tbat  is  abeolntely 
correct,  and  I  will  make  a  further  statement:  There  is  not  a  plant  that  we  bought 
that  we  could  not  sell  out  now  or  could  not  have  sold  at  any  time  since  we  bought  it 
at  from  25  to  40  per  cent  more  than  what  we  paid  for  it  We  bought  the  plants  at 
what  they  were  worth,  in  every  instance,  or  we  did  not  buy  them. 

Q.  You  spoke  of  buying  some  of  these  plants  at  a  cash  price  or  on  the  basis  of  cash. 
We  have  understood  from  some  other  companies  that  often  all  of  their  plants  were 
bought  with  a  distinctly  cash  option  at  any  rate,  and  in  other  cases  we  understand 
that  they  were  all  bought  for  stock.  Obui  you  make  any  statement  about  that?— A- 
Well,  I  can  not  say  what  our  neighbors  did.  I  can  say,  so  far  as  our  own  company 
is  concerned,  that  all  purchases  made  by  Mr.  Ellwood  and  myself  were  spot  cash  and 
nothing  else.  There  ./as  no  exception  m  any  instance.  We  paid  out  several  million 
dollars  before  we  thought  it  was  possible  to  make  any  consolidation. 

PRICES  UNDER  CONDITIONS  OP  MONOPOLY. 

Q.  Where  you  control  85  to  90  per  cent  of  the  output  in  any  one  line,  are  you  not, 
in  your  jud^ient,  enabled  to  keep  your  prices  somewhat,  not  so  very  much,  hut 
somewhat,  higher  than  would  be  possible  if  you  were  to  control  only '30  or  40  per 
cent  of  the  output — that  is  to  say,  is  there  not  in  the  control  of  that  proportion  of  the 
output  a  certain  slight,  at  any  rate,  monopolistic  power? — A.  I  should  like  to  answ^ 
that  question  by  making  a  general  statement  first    Since  1890  the  companies  that  J 
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have  been  interested  in  have  practicaHy  controlled  the  manafactare  of  barbed  fence 
wire  in  the  United  States  and  manufactured  85  per  cent  of  all  that  was  made  in  the 
world.  Daring  that  time  the  price  has  dropped  50  or  60  per  cent  It  is  a  question 
of  policy  with  a  lai^  concern  tnat  handles  its  business  in  a  broad  manner  not  to  try 
and  crowd  the  mourners.  That  has  always  been  the  principle  that  I  have  worked 
on,  to  trv  and  make  money  in  a  legitimate  way.  While  I  do  not  intend  to  claim  to 
you  gentlemen  that  I  am  averse  to  making  all  the  profits  that  I  can  make,  I  think  it 
18  bad  for  a  concern  to  try  and  make  so  much  money  in  one  6  months  that  they  would 
ruin  their  business  for  the  next  12  or  18  months. 

When  the  manufacture  of  barbed  wire  developed  in  this  country,  in  1874, 1  was  in 
the  retail  hardware  business.  I  paid  Mr.  Ellwood,  who  is  now  my  colleague,  20  cents 
a  pound  for  a  carload  of  barbed  fence  wire  that  we  have  since  sold  at  2  cents,  since 
we  were  in  absolute  control,  as  he  was  in  control  at  that  time.  That  barbed  fence 
wire  has  dropped  from  20  cents  a  pound  in  1874  to  2  cents  a  pound  in  1899,  25  years. 
The  wages  of  tne  laboring  men  have  continually  increased,  on  account  of  the  improved 
methods  of  manufacturing,  the  increased  output,  and  the  fact  that  most  of  our  men 
were  on  a  tonnage  basis.  What  we  thought  was  a  fair  rate  per  hundred  pounds  to 
pay  a  few  years  ago  has  turned  out  now  to  be  a  very  high  price,  on  account  of  the 
enormous  tonnage  they  can  turn  out.  I  can  best  illustrate  that  by  stating  that  Mr. 
Geoige  T.  Oliver,  who  is  now  out  of  business,  one  of  our  directors,  stated  to  the  Senate 
Subcon^mittee  on  Finance  in  1888,  in  answer  to  a  question  as  to  what  the  boss  roller 
of  his  rod  mill  got — it  being  at  a  time  when  there  was  a  vacancy  in  the  Chief  Justice- 
ship of  the  Supreme  Court  and  many  applicants  for  it — ^that  he  got  121,000  for  his 
last  year's  work.  Senator  Harris,  I  think  it  was,  of  Tennessee,  said,  *'  M.y  God,  that 
is  more  than  the  Chief  Justice  of  the  United  States  gets;"  and  Mr.  Oliver  said,  '*  But 
there  is  more  timber  for  Chief  Justices  than  there  is  lor  head  rollers,"  and  it  brought 
them  all  down  with  a  laugh.  Now,  the  head  roUer  in  a  rod  mill  does  not  get  to-day 
$21,000  a  year,  as  he  did  then.  He  got  then  60  cents  per  ton,  out  of  which  he  paid 
the  night  roller  a  certain  sum  and  perhaps  some  assistants,  and  the  balance  of  it  he 
put  in  his  pocket.  But  a  head  roller  of  a  rod  mill  12  vears  ago  averaged  to  make 
about  $20,000,  and  they  average  to  make  to-day,  probably,  on  a  30-cent  oasis,  about 
half  that  amount,  or  $10,000  or  $12,000  a  year,  and  pay  out  just  as  much  as  the^ 
did  then  to  their  assistants.  The  reason  is  that  the  rod  mill  that  was  built  origi- 
nallv  to  roll  100  tons  a  day  will  now  produce  200,  225,  or  250  tons;  and  while  the 
heaa  roller  now  has  to  pay  his  night  roller  and  his  assistants  a  large  sum  of  money, 
still  his  net  yearly  amount  is  proMtbly  $10,000  or  $15,000  to-da^. 

Q.  The  fact,  of  course,  that  there  has  been  a  great  decrease  in  prices  would  not  in 
itself  quite  cover  the  question  that  I  have  asked.  Let  me  put  the  matter  in  still 
another  way.  Do  you  suppose  that  the  prices  would  have  been  as  low  as  they  are 
now  provided  there  had  been  a  greater  degree  of  competition  along  that  line?  You 
say  tnat  for  several  years  vou  have  controlled — ^that  is,  the  concern  you  have  been 
connected  with  has  controlled — 85  per  cent  or  upward  of  that  product.  Supposing 
that  there  had  been  several  different  establishments  controlling  anywhere  from  15  to 
20  or  25  per  cent  each,  with  fierce  competition  among  them  all,  do  you  suppose  that 
the  price  would  have  gone  down  still  lower  than  it  id? — ^A.  Well,  I  shoula  think  it 
would  have  gone  lower. 

Q.  That  covers  the  point,  I  think. — A.  I  should  think  it  would  have  gone  lower 
in  the  actual  instance.  But  our  control  has  been  acquired  by  patents,  which  we 
have  either  gone  and  bought  in  the  open  market  or  paid  others  for,  and  we  have 
paid  out — the  wire  companies,  in  their  various  purchases  of  patents  and  in  the  litigation 
to  establish  them  in  tne  last  20  years — I  should  suppose,  $5,000,000  or  $6,000,000. 
They  have  paid  out  millions  of  monev,  and  if  you  would  eliminate  that,  I  presume 
that  prices  might  have  been  lower.    I  am  willing  to  concede  that 

THIS  COMBINATION   NOT  DUB  TO  STRESS  OP  OOMPBTmON. 

Q.  It  has  been  suggested  with  reference  to  several  others  of  the  laiger  combina- 
tions that  the  cause  of  their  coming  together  was  the  fierce  competition  that  existed 
among  them  and  the  ^t  that  they  were  making  very  little  money;  that  they  came 
together  to  make  these  savinj^  in  order  to  increase  their  profits  without  increas- 
ing prices.  What  are  the  chief  causes  of  the  formation  of  your  company?  Was  it 
this  same  competition? — A.  It  was  because  we  wanted  to  be  the  wire  manufacturers 
of  the  world. 

Q.  You  had  political  ambition? — A.  And  perhaps  a  laudable  one.  I  will  say  that 
the  Consolidated  Steel  and  Wire  Company,  of  which  I  was  a  large  owner,  made  in 
the  last  3  years  of  its  existence  between  27  and  28  per  cent  per  annum  net  So  that 
ruinous  competition  could  hardly  be  said  to  be  the  reason  for  driving  us  together. 
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We  believe  that  there  is  a  great  deal  in  the  numaffemeiit  of  the  boaineaB.  We  bdiere 
that  has  aa  much  to  do  with  ita  success  as  anyming  else,  and  oar  oompani«8  have 
always  made  mone^. 

I  started  in  the  wire  business  less  than  20  years  agOt  practically  without  adollar^aud 
many  of  my  collea^es  are  in  the  same  conaiUon.  The  money  we  have  made  we  have 
made  out  of  the  wire  business,  and  we  have  made  it  by  looking  after  our  boanes 
closely,  working  anywhere  from  12  to  20  hours  per  day,  and  by  various  improred 
meth(Kis,  and  pushing  for  business,  and  acquiring  additional  properties,  and  nuuiiD| 
our  businetw  on  what  we  think  were  strictly  business  principles. 

Q.  (By  Mr.  Jbnks)  .  Do  you  think  you  can  mention,  as  a  prominent  source  of  sbt- 
ing  on  the  part  of  thette  consolidations,  that  you  can  secure  the  beat  talent  more 
easily  than  you  can  in  a  smaller  business? — A.  Yes;  there  is  no  question  about  that 
It  would  not  be  fair  for  me  to  say  that  we  have  the  best  talent  in  the  wire  baaneas, 
because  it  might  be  contested;  but  I  can  say  that  we  have  the  same  men  in  the  vire 
business  that  nave  made  their  money  out  of  it    Those  men  are  in  it  to-day. 
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Q.  I  see  the  statement  is  made  as  regards  the  American  Steel  and  Wire  Oomnny 
that  you  have  already  paid  dividends  on  your  preferred  stock  and  earned  diviaeDtia 
on  the  common,  but  nave  not  paid  it  on  acH'ount  of  the  fear  of  legal  difficulties.  Do 
the  papi'rs  state  it  properly  at  all? — A.  I  am  afraid  there  might  be  a  stock  sp^olator 
in  the  nHitn.  I  do  not  know  that  there  is  such  a  thing  in  Washington.  We  hvm 
made  a  dividend  on  our  common  stock — a  good  one.  We  have  not  paid  the  divi- 
dend l)ecause  the  directors  have  not  voted  to  pay  it  Perhaps  I  am  as  much  to  blame 
for  not  voting  to  pay  it  as  anyone. 

Q.  The  question  was  asked  particularly  with  reference  to  the  statement  made  rBgard- 
ing  the  legal  difficulties.  I  understood  the  Federal  Steel  Company  had  met  some, 
apparently. — A.  We  are  not  willing  to  state  that  we  are  following  in  the  shoes  of  the 
FcHieral  Steel  Company  or  anyone  else.  I  will  put  it  on  that  broad  ground  that  oor 
directors  did  not  think  it  wise  to  pajr  a  dividend. 

Q.  We  have  had  a  good  deal  of  evidence  with  reference  to  charters  under  the  New 
Jerst*y  law,  etc.  That  was  the  reason  I  asked  you  the  question. — A.  I  have  been 
opposeil  myself  to  payment  of  dividends  on  the  common  stock,  for  the  reason  we 
thought  we  ought  to  acquire  certain  properties,  and  to  put  our  properties  in  such 
sha()e  that,  when  this  tidal  wave,  which  may  last  1,  2,  or  3  years,  has  evontoaliy 
found  its  level,  we  can  pay  dividends  in  any  kmd  of  times  after  we  start 

Testimony  closed. 

Washington,  D.  C,  November  24*  -^89. 
TE8TIM0NT  OF  MAX  FAM,  ESa., 

Attorney  at  laWf  Chicago,  III. 

The  commission  met  at  10.40  a.  m.,  Senator  Kyle  presiding.  At  3.08  p.  ni.  Max 
Pam,  escj.,  was  intnxluctMl  as  a  witness,  and,  being  duly  sworn,  testified  as  follow*: 

Senator  Kylh.  You  may  state  your  full  name  and  address. — A.  Max  Pam,  Chicaga 

Q.   (By  Mr.  Jenks.)   What  is  your  profession? — A.  A  lawyer. 

Q.  Are  you  connected  with  the  American  Steel  and  Wire  Company? — A.  I  am  the 
general  counsel. 

Q.  Have  you  been  so  connected  with  the  company  since  its  organization?— A. 
Since  the  Ist  day  of  July  as  general  counsel.  I  was  counsel  in  Chicago  for  the  com- 
pany from  its  organization  until  the  Ist  of  July,  when  I  was  elected  general  connsel. 

Q.  Are  you  familiar  with  the  process  of  organization  of  the  company  from  tlie 
beginning? — A.  By  infonnation  and  hearsay. 

Q.  Of  your  own  personal  knowledge,  with  reference  to  the  financial  end  of  the 
organization? — A.  Not  as  to  details;  simply  as  to  the  general  scope;  that  is  all. 

Q.  Were  you  or  are  you  familiar  with  the  arrangements  that  were  made  with  the 
bankers,  J.  &  W.  Seligman? — A.  I  am  not. 

Q.  You  have  heard  the  general  testimony  given  by  Mr.  Gates.  So  far  as  your 
knowledge  goes,  do  you  agree  with  it? — A.  It  is  substantially  correct 

Q.  Do  you  recall  any  point  on  which  you  would  care  to  add  any  further  infonn** 
tion? — A.  On  that  subject? 

Q.  Yes?— A.  No,  sir. 

Q.  On  anything  connected  with  Mr.  Gates's  testimony? — A.  No;  I  do  not  thii» 
there  is  anything  further  in  that  respect 
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ADVANTAOE8  OP   INCORPORATING    IN    NBW  JIIRSEY. 

Q.  I  want  to  ask  you  to  explain  the  differences  between  tlie  corporation  law  of  the 
State  of  Illinois  and  that  of  New  Jersey,  in  order  that  we  may  see  what,  in  your  judg- 
ment, were  the  advantages  of  oreanizmg  in  New  Jersey  a  corporation  of  this  kind 
with  its  main  offices  in  Chicago? — A.  The  laws  of  New  Jersey  are  broader  in  their 
scope  and  application  to 'a  business  that  involves  as  many  elements  and  conditions  as 
this  kind  of  an  institution  does.  They  give  the  power  to  a  corporation  to  carry  on  every 
form  of  legitimate  enterprise  in  any  State  of  the  Union,  with  the  exception  of  rail- 
roads in  the  State  of  New  Jersev.  It  excludes  the  right  to  operate  railroads  in  New 
Jersey.  The  laws  of  Illinois  do  not  permit,  in  many  respects,  the  exercise  of  the 
powers  that  are  conferred  by  the  charter  of  this  corporation  under  the  laws  of  New 
Jersey.  Each  State  has  its  own  corporation  laws,  and  each  has  the  right  to  say  that 
certain  corporate  powers  are  or  are  not  in  accordance  with  its  public  ^Ucy.  There- 
fore, a  (question  may  arise  as  to  the  power  of  the  corporation  to  act  as  it  did,  or  to  do 
the  business  it  has  done.  The  New  Jersey  act  is  so  broad  that  the  State  which  gives 
the  corporation  life  gives  it  the  power  to  ao  just  what  it  undertakes  to  do  under  the 

Provisions  of  its  charter;  and  no  question  can  be  raised  then  by  any  other  State,  po 
ir  as  the  power  of  the  corporation  is  concerned,  to  act  under  this  State  charter, 
Q.  Do  I  understand  you  to  say  that  in  accordance  with  the  law  of  the  State  of 
Illinois  it  would  be  an  impossibility  to  get  a  charter  to  permit  a  company  like  the 
American  Steel  and  Wire  Company  to  engage  in  the  mining,  transporting,  and  manu- 
facturing of  steel,  wire,  and  so  on?  Under  the  laws  of  the  State  of  Illinois  would 
that  invlude  too  many  lines  of  business  for  one  corporation? — ^A.  Yes.  The  laws  of 
Illinois  will  not  permit  the  exercise  of  the  powers  that  the  laws  of  New  Jersey 
will.  In  this  corporation,  for  instance,  it  is  necessary  to  own  coal  mines  in  Penn- 
sylvania. The  Pennsylvania  statutes  provide  that  no  nonresident  corporation  can 
own,  in  fee,  more  than  100  acres  of  its  land.  Now,  a  corporation  like  this  owns,  or  rat  her 
controls,  thousands  upon  thousands  of  acres.  If  organized  under  the  laws  of  Illinois 
it  would  be  absolutely  powerless  in  the  acquisition  of  that  property,  because  the 
laws  of  Illinois  do  not  permit  a  corporation  of  that  State  to  own  stocK  in  other  cor- 
]K)rations.  Under  the  New  Jersey  act  this  corporation  has  a  right  to  own  the 
capital  stock  of  a  Pennsylvania  corporation,  which  may  acquire  property  in  excess 
of  100  acres,  and  in  that  way  it  can  exercise  its  ownership. 

POWER  OF   A   STATE   OVER  CORPORATIONS   CREATED   BY   ANOTHER. 

Q.  What  restrictions  do  the  law^s  of  Illinois  put  upon  foreign  corporations? — A. 
None,  except  that  they  are  subjected  to  the  same  duties  and  obligations,  but  can 
have  the  same  rights,  as  domestic  corporations.  The  right  to  do  business  is  guar- 
anteed under  the  interstate  commerce  act;  therefore  no  State  legislation  can  affect  it. 

Q.  (By  Mr.  Farquhar.)  If  the  corporation,  organized  under  the  laws  of  the  State 
of  New  Jersey,  should  do  business  in  the  State  of  Illinois  with  a  grant  of  greater  priv- 
ileges than  any  Illinois  corporation  had,  and  in  the  same  line  of  business — a  compet- 
ing company,  you  may  say — would  a  suit  for  injunction,  or  whatever  other  form  in 
law  it  might  take  there,  he  against  this  foreign  company  from  New  Jersey,  restrict- 
ing it  from  doing  business  in  the  Stat«  of  Illinois  on  a  more  liberal  principle  than  the 
Illinois  act? — A.  If  you  mean  by  that,  if  the  foreign  corporation  undertooK  to  act 
contrary  to  the  law  of  that  State,  unquestionably  the  State,  through  its  legal  officer, 
would  have  the  right  to  restrain  any  exercise  of  power  contrary  to  the  provisions  of 
the  laws  of  the  State.  For  instance,  we  should  have  a  ri^ht  under  our  New  Jersey 
charter  to  go  into  Illinois  and  operate  railroads.  The  Illinois  law  does  not  permit 
a  corporation  like  ours  to  operate  railroads ;  it  must  be  incorporated  especially  for 
that  purpose  under  the  act  of  Illinois.  Uncjuestionably  any  person  injured,  as  I 
said,  would  have  a  right  to  stop  the  corporation  from  exercising  a  power  which  was 
directly  prohibited  by  the  State.  That  does  not  involve  any  question  of  transaction 
l)etween  the  States  or  between  any  citizens  of  States.  Of  course,  nothing  could  l)e 
done  by  any  State  which  would  interfere  with  their  corporate  right  to  do  that 

Q.  But  your  company,  the  American  Steel  and  Wire  Company,  could  acouire  in 
the  State  of  Illinois,  by  charter,  the  right  to  build  railroads  and  operate  them  there? — 
A.  In  accordance  with  the  provisions  of  that  State. 

Q.  Provisions  of  the  State  of  Illinois? — ^A.  Of  course  that  would  require  compliance 
with  every  re<juirement.  That  is,  the  corporation,  as  a  corporation,  understand  me, 
can  not.  Individuals  could  organize  a  railroad  company  for  the  purpose  of  carrying 
on  the  railroad  business.     A  corporation  has  no  such  power. 

Q.  But  the  incorporators,  for  instance,  or  your  board  of  directors,  could  acquire 
that  right  of  the  State  of  lUino'     of  course? — ^A.  Any  separate  individuals,  whether 
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directore  of  this  company,  or  of  any  company,  have  a  right  to  go  into  lUincrig  lad 
onnnize  for  the  papoee  of  operating  a  railroacl,  pursuant  to  the  laws  of  that  State. 

Q.  So  that  even  with  all  the  liberality  of  your  charter  under  the  State  ^  Ne* 
Jersey,  you  have  to  conform  to  the  State  laws  of  other  States  where  the  restricdois 
in  incorporation  are  of  a  more  conservative  form  than  they  are  in  New  J&xft—^ 
I  do  not  think  the  question  has  ever  arisen  as  to  the  extent  to  which  one  State  on 
interfere  with  the  exen»ise  of  power  of  a  corporation  of  anotlier  State;  but  I  take  it, 
as  a  broad  principle,  that  a  corporation,  being  purely  a  creature  of  the  statute,  oa 
exercise  no  greater  jwwer  than  the  law-making  power  gives  it,  the  legislature;  and  if  th»' 
legislature  of  Illinois  undertakes  to  say  under  what  conditions  and  limitations  tht- 
corporation  may  act  within  the  Ikmnds  of  that  State,  corporations  are  confined  t** 
them,  BO  long  as  that  in  no  way  interfenw  with  the  pn)\n8ion8  of  the  State  constito- 
tion,  or  the  proviwons  of  the'Fe<leral  Constitution  as  to  interstate  commerce.  Tht 
legislature  has  its  limitations  the  same  as  any  other  governing  body. 

NBl'EHSrrY    OK   LIBERAI.  CORPORATION    LAWS — PROGRESS. 

Q.  You  mentioned  a  minute  ago,  in  answer  to  I^rofessor  Jenks,  that  your  reasfjn 
for  incori)oration  under  the  laws  of  New  Jersey  was  their  liberality. — A.  I  did  not 
say  that,  if  you  will  permit  me.  Professor  Jenks  asked  me  some  of  the  difiCTence? 
existing  between  the  laws  of  the  two  States  and  I  starteil  to  give  them. 

Q.  ^d  in  your  answer,  of  course,  you  admitted  them  to  be  more  liberal? — A.  Yc« 
can  not  run  an  institution  of  this  kind,  in  my  judgment,  with  the  different  elements^ 
mining,  coal  mining,  and  all  these  different  elements  that  enter  into  a  business  of  this 
kind — and  make  it  one  whole.  It  has  got  to  be  done  under  powers  broad  enough  to 
permit  it  to  be  done.  Take,  for  instance,  another  element,  which,  while  I  do  do* 
think  it  affects  this  corporation  in  the  slightest  degree,  indicates  to  you  how  advan- 
tages are  sained  by  such  acts  as  the  legislature  of  New  Jersev  has  enacted,  and  whidi 
I  think  all  States  should  adopt  if  they  can  for  the  Kood  of  the  State.  The  Illinois 
law,  for  instance,  exempts  from  taxation  the  capital  stock  of  purely  manufacturing 
corporations;  that  is,  where  they  are  for  manufacturing  only.  The  circuit  court  of 
the  State  has  ho  construed  that  law  that  if  the  comi)any  exercises  any  other  powtf. 
like  mining  (which  is  necessarily  a  corollarv  to  a  manufacturing  business  like  this), 
it  is  not  exempt  from  taxation.  Now,  in  Illinois,  there  are  any  number  of  wire  com- 
panies outside  of  this  company.  Thev  are  in  the  same  business^  and  if  the  capital 
stock  of  this  coiiipan  V  were  under  the  law  of  Illinois  the  corporation  would  be  taxed 
on  this  $90,000,000  of  stock,  while  every  other  corporation  there  that  does  not  go  into 
the  mining  buniness — which  does  not  produce  its  own  ore,  as  we  do — would  be  exempt 
from  this  burden.  That  would  he  an  inequality  and  unfairness  toward  this  one  com- 
pany. So,  throughout,  you  will  find  that  there  are  different  elements  of  disadvantage 
in  narrow  legislation.  Legislatures,  and  courts,  and  executives,  and  everybody  tqx^ 
necessarily  make  and  interpret  the  law  for  the  good  of  the  whole,  in  the  li^bt  of 
changed  conditions  as  they  arise.  The  State  that  soonest  realizes  that  position  i? 
going  to  profit  by  it,  beyond  question.  This  country  has  demonstrated  that  En^ 
land  has  demonstrated  ft  in  connection  with  restriction  of  trade,  which  is  verj*^  much 
like  this  (question.  I  remember  some  10  years  ago,  when  there  was  a  question  of  the 
decisions  in  Illinois  and  other  States,  if  a  doctor,  for  instance,  had  agreed  to  stay  ont 
of  practice,  if  he  had  sold  his  good  will  for  a  greater  territory  than  a  few  mile^  the 
courts  would  hold  that  that  was  an  unreasonable  restraint  and  void.  Thev  snh*- 
quently  changed  that  so  that  the  State  line  would  be  regarded  as  unreasonable-^^* 
where  beyond  the  State  line.  You  take  it  now,  ana  the  imaginary  State  line  B 
entirely  wiped  out,  simply  because  conditions  change.  The  railroad,  the  telephone. 
the  telegraph,  every  scientific  production,  they  nudce  practically  no  difference  between 
them.  They  have  made  it  so  that  it  is  absolutely  impossible  to  restrain  contracts, 
excepting  in  particular  cases.  Within  the  last  10  years  that  whole  situation  h»s 
changed.  That  characterizes  this  situation,  too,  as  purely  economical,  and  ss  as 
economical  condition  arises  it  must  be  met  legislatively,  judid^y,  and  executively. 
As  they  are  met,  they  are  bound  to  conduce  to  the  benefit  of  the  whole  country. 

Q.  oo  ♦hat  you  would  say  that  the  laws  of  New  Jersey  g^ve  capital  greater  oppor- 
tunities for  centralization  than  anv  other  State  of  the  Union? — A.  I  would  not  say 
that,  because  I  am  not  familiar  witli  all,  but  it  certainly  gives  this — ^an  encouragement 
to  capital  to  invest  and  reach  out  all  over  the  country  in  the  pursuit  of  an  industiy 
that  IS  beneficial  to  e  very  bod  v  concerned,  whether  it  is  the  capitalist^  whether  it  is 
the  consumer,  whether  it  is  the  laborer— everybody  gets  the  benefit  of  it,  unqoee- 
tionably. 
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PUBLIC  REPORTS  AND  DECLARATIONS. 

Q.  (By  Mr.  Jenks.)  Do  you  think  of  any  other  special  advantages  in  the  New 
Jersey  law  compared  with  the  Illinois  law?  Is  there  any  difference  as  regards,  for 
example,  the  nature  of  the  reports  to  the  State? — A.  Yes;  New  Jersey  requires 
reports  and  Illinois  does  not. 

Q.  In  reference  to  the  articles  of  incorporation,  that  is,  as  to  the  declarations  that 
have  to  he  made  regarding  the  nature  of  the  business,  the  basis  for  the  issuance  of 
stock,  and  so  on;  is  there  any  material  difference  there? — A.  None ;  if  anjrthinjj,  New 
Jersey  requires  even  a  fuller  statement 

NATIONAL  charters;   DESIRABLE,    PERHAPS  CONOTITUTIONAL. 

Q.  Mr.  Gates  stated  that  he  favored  a  national  incorporation  law,  providing  that 
corporations  of  $5,000,000  of  capital  stock  or  upward  should  be,  or  at  any  rate  might 
be,  incorporated  under  the  United  States  law.  Is  it  your  opinion  that  a  national 
incorporation  law  of  that  kind  would  at  present  be  constitutional? — ^A.  Well,  of 
course,  that  is  asking  a  good  deal,  but,  in  my  judgment.  Congress  would  have  the 
power  of  rq^ulation  of  corporations,  which  are  purely  le^lative  creatures,  requiring 
such  limitation  in  the  doing  of  business  as  would  give  it  the  power  to  Uoense  and 
authorize.  There  is  some  question,  I  would  confess,  as  to  the  power  of  Congress  to 
do  that,  but  I  would  not  say  it  did  not  have  the  ijower.  Unqu«ftionably  it  would  be 
a  good  thing  if  it  could  be  done,  because  it  avoids  one  great  hardship;  that  is  the 
exercise  by  each  State  of  its  separate  right  to  construe  the  powers  and  duties  and 
obligations  of  each  corporation.  At  the  same  time  another  important  question  would 
arise,  even  if  a  national  charter  was  issued — ^the  question  of  the  taxing  power  being 
taken  from  or  vested  in  the  Government  or  the  States  separately.  It  can  not  be,  I 
am  inclined  to  think. 

Q.  (By  Mr.  Clarke.)  The  American  Steel  and  Wire  Company  produces  goods  for 
interstate  commerce  lai^gely,  does  it  not? — A.  Yes. 

Q.  There  is  no  question  of  the  constitutional  power  of  Congress  to  regulate  inter- 
state commerce? — A.  None. 

Q.  Might  not  that  power  be  extended  to  the  production  as  well  as  the  distribution 
of  goods  for  that  purpose? — A.  Except  in  so  far  as  it  affects  the  right  of  any  man  to 
control  his  own  property,  otherwise  called  "jus  disponendi,"  I  say  yes;  Congress  can 
suggest,  but  can  not  control  the  right  of  a  man  over  his  own  property. 

Q.  (By  Mr.  Farquh ar,  )  Do  you  suppose  that  under  the  Constitution  of  the  United 
States,  without  amendment,  national  corporations,  being  brought  under  a  license,  the 
license  always  carrying  a  fee,  could  be  incorporated  or  created  under  the  taxing 
power  of  the  National  Government? — A.  Well,  I  won't  say  that  it  can  be  done  under 
any  special  department.  My  impression  is  rather  in  favor  of  the  power  of  Congress 
now  to  issue  cnarters.  Of  course  it  can  not  be  done  under  a  special  act.  I  think  it 
could  be  done  under  special  charter  business,  though. 

Q.  Special  charter? — ^A,  Applying  to  Congress  for  a  charter  to  do  business  over  the 
United  States,  and  Congress  could,  if  it  wanted  to,  give  a  corporation  life,  and  in  doing 
it  make  such  limitations  and  conditions  as  it  deemed  fit  and  proper. 

Q.  (By  Mr.  A.  L.  Harris.)  Under  what  provision  of  the  Constitution  do  you  base 
that  decision? — ^A.  The  general  constitutional  del^ation  of  legislative  power  to  Con- 
gress, of  course,  the  giving  of  charters  and  grants. 

Q.  (By  Mr.  Farquh ae.)  All  rights  rather  than  reserved  rights,  you  mean,  do  you 
not — A.  Yes. 

Q.  (By  Mr.  A.  L.  Harris.  )  I  was  thinking  that  the  rights,  or  rather  reserved  rights, 
went  the  other  way. — A.  The  Constitution  is  preventive;  that  is.  Congress  is  prevented 
from  doing  anything  contrary  to  the  Constitution.  The  legislative  body  has  the 
right  to  enact  any  law  that  is  not  contrary  to  a  special  constitutional  provision.  It  is 
an  inhibitive  document.  It  is  prohibitive  of  l^islation  and  action,  and  confines 
legislative  action  within  the  provisions  of  it,  and  it  is  the  only  working  constitution 
that  has  expressed  the  limitation  that  a  legislative  body  can  not  act. 

Q.  (By  Mr.  Farquh  ar.)  And  under  the  taxing  law  itself,  even  in  the  ca^es  taken 
of  the  oleomargarine  bill,  which  could  never  become  a  law,  unless  a  tax  was  imposed, 
no  matter  how  infinitesimal  the  taxing  might  have  been,  it  did  not  take  away  from 
the  State  the  local  taxation  of  these  oleomaigarine  companies,  and  their  property, 
real  and  personal,  where  they  were. 

Mr.  A.  L.  Harris.  The  revenue  measure. 

Q.  (By  Mr.  Farquh  ar.  )  So  you  see  a  double  revenue  there  at  once;  a  license  would 
be  in  the  same  line  as  revenue.    Do  you  not  think  so? — ^A.  Well,  I  hardly — ^that  is,  it 
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would  not  be  strictly  so.     I  think  the  Government  certainly  has  the  right  U>  iagaea 
license  for  proper  pursuits,  and  they  have  the  right  to  consent. 

Q.  The  right  to  issue  chartent  as  they  did  for  the  Nicaraea&  Canal  Company,  the 
American  Company  of  Nicaragua? — A.  Yes;  so  they  would  have  a  rif^ht  ioiasoe 
charters  for  railroads  under  proper  regulations.  I  think  it  is  done  in  some  instance 
where  railroads  cover  territorief^ — Congress  issues  special  ciiarters  to  railroad  corpon- 
tions  to  operate  in  these  territories  and  extend  beyond  the  confines  of  thoee  territories. 

THE  ANTI-TRUST  LAW  OF  ILLINOIS. 

Q.  (By  Mr.  Jbnks.)  Illinois  has  a  special  law  on  the  subject  of  trusts  and  combi- 
nations, forbidding  the  formation  of  companies  that  are  supposed  to  act  in  restraint 
of  trade? — A.  Yew. 

Q.  In  your  jud^ent,  has  that  law  been  effective  in  preventing,  in  the  State  of 
Illinois,  combinations  of  capital  to  any  extent? — A.  I  do  not  think  that  law  has,  no; 
because  no  one  finds  fault  with  a  sound,  wholesome  law.  I  think  the  treatment 
sometimes  given  to  institutions,  pursuing  them  or  attacking  them,  will  ultimately  t^id 
to  affect  the  welfare  of  the  State. 

Q.  In  your  judgment,  then,  this  law  forbidding  monopolies,  trusts,  and  so  on,  is 
in  itself  a  wise  law? — A.  Unquestionably. 

Q.  And  as  re^rds  any  evil  that  might  come  from  it,  it  would  be  in  the  unwise 
enforcement  of  it? — A.  Yes;  or  abuse  of  it 

Q.  Is  the  law  itself  drawn  in  such  terms  that  it  would,  in  your  judgment^  tend  to 

CR'vent  combinations  that  might  easily  result  in  the  savings  that  have  been  sugi^rested 
y  Mr.  Gates  and  others? — A.  Why,  1  do  not  think  the  law  would  interfere  with  an 
organization  or  corporation  such  as  ours,  because  it  does  not  come  within  any  possible 
suggestion,  even,  ot  any  of  its  provisions. 

Q.  Do  you  think  that  the  law  would  forbid  the  organization*of  a  corpoiation  that 
would  control,  we  will  say,  the  entire  output  of  any  one  industry,  aside  from  pat- 
ten tn? — A.  In  other  words,  can  there  bo  such  a  thing  as  a  corporation  that  will  come 
under  that  act? 

(2.  It  amounts  to  that;  yes. — A.  Well,  I  should  say,  of  course  that  might  be  done. 
I  have  this  in  mind.  For  instance,  suppose  you  have  a  lari^  number  of  competing 
institutions,  and  it  is  desired  to  control  those  competing  institutions  in  their  separate 
ortranizations,  and  have  them  controlled  by  either  a  syndicate  or  a  corporation  that 
holdn  st(x*k  in  all  of  these  corporations,  leaving  them  intact,  and  place  them  in  a 
IH)siti()n  where  they  could  deceive  the  public  by  leading  the  public  to  believe  thev 
are  competing  witK  each  other,  when  they  are  not;  I  can  readily  see  that  that  wouM 
Ih*  contrary  to  the  law. 

(.1.  But  if  one  corporation  were  to  buy  up  all  of  its  competitors  until  it  had  sub- 
stantial control  of  the  market,  that,  in  your  judgment,  would  not  be  contrary  to  ti^ 
law? — A.  So  long  as  the  motive  and  purpose  is  to  exercise  merely  a  man's  prerogative 
of  doin^  with  his  money  what  will  pixxluce  the  most  good,  without  being  necessarily 
oppressive,  by  entering  into  an  arrangement  in  advance  to  oppress,  there  certainly 
c^uld  be  no  objection.  Suppose  an  institution  could  be  successfully  attacked;  a  State 
could  not  confiscate  the  property.  It  can  not  take  property  from  them  at  alL 
All  they  can  say  is  that  the  organization  was  imperfect  and  contrary  to  the  letter  of 
the  law,  and  that  they  have  got  to  return  the  property  to  the  owners.  Now,  what  are 
the  stockholders  going  to  do  with  it?  It  can  not  be  contended  for  a  moment  that 
those  stockholders  would  not  have  a  right  to  sit  right  down  with  the  appraisers  of 
their  property  and  say,  "  We  will  simply  take  our  property  and  form  a  corporation 
and  run  our  Dusiness.'*  Supp>He  the  courts  should  so  far  forget  themselves  as  to 
ajmoint  a  receiver  for  an  institution  like  this,  and  order  the  property  sold.  Would 
it  be  said  that  the  men  who  have  the  means  and  who  are  in  a  position  to  hold  a  large 
amount  of  securities  would  not  have  the  right  to  go  to  the  receiver's  sale  and  buy 
that  property  and  save  themselves?  Would  it  then  be  said  it  was  a  tiast,  simply 
because  they  undertook  to  save  their  own  property? 

Q.  I  am  asking  you  in  reference  to  the  way  in  which  the  law  of  Illinois  is,  as  a 
matter  of  fact,  interpreted.  Have  any  of  the  lai^ger  combinations  or  corporations 
l)een  held  illegal  under  this  law? — A.  Well,  of  course,  not  in  the  last  year  or  twa 
The  old  Chicago  Gas  Trust  (that  is  some  years  back) .  That  was  something  like 
what  I  have  stated  to  you.  Really  a  corporation  was  formed,  holding  stock  of  differ- 
ent gas  companies  around  Chicago,  and  they  were  apparently  competing  with  each 
other,  but  really  were  not,  and  one  set  of  men  undertook  to  control  the  situation. 
The  Supreme  Court  held  that  to  l)e  a  trust,  and  very  properly.  Another  case  I  recaU 
was  the  California  Preservers'  Company  case. 

Q.  And  the  Distilling  and  Cattle  Feeding  Company? — A.  Yes.    The  Supreme  Court 
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handed  doivn  a  decision  of  the  Glucose  Commny,  which  went  up  on  demurrer,  and 
in  it  a  petition  for  a  rehearing  has  been  filed.  That  really  did  not  involve  the  question. 
There  was  never  a  question  substantially  whether  or  not  a  corporation  had  the  right, 
or  the  directors  of  a  corporation  had  a  right,  to  dispose  of  its  property  as  a  going  con- 
cern without  the  consent  of  all  of  its  stcndcholders;  so  that  the  real  question  was  not 
before  the  court. 

Q.  In  tiie  case  of  the  Distilling  and  Cattle  Feeding  Company  do  you  recall  in  what 
respects  that  was  considered  to  be  more  injurious,  and  consequently  to  come  more 
directly  under  the  law,  than  an^  other  very  large  corporation  which  controlled  a 
large  proportion  of  the  output  m  any  one  line? — A.  my  recollection  is  that  in  that 
case  they  showed,  in  writing,  agreements  and  contracts  for  the  control  of  prices,  com- 
modity, and  output,  and  tnere  was  not  any  way  for  the  Supreme  Court  to  do  any- 
thing else  than  condenm  it 

C&stimony  closed.) 


THE  NATIONAL  SHEAR  COMPANY. 


Washington,  D.  C,  November  14y  1899, 

TE8TIM0NT  OF  ME.  JAMES  C.  FEAE80H, 

Pfivate  banker y  Boston,  Mom, 

The  commission  met  at  10.40  a.  m.,  Senator  Kyle  presiding.  At  3.45  p.  m.  Mr. 
James  C.  Pearson,  of  Boston,  Mass.,  was  introduced  as  a  witness,  and,  being  duly 
sworn,  testified  as  follows: 

Q.  (By  Senator  Kyle.)  Kindly  give  your  full  name  and  address. — A.  James  C. 
Pearson,  Boston,  Mass. 

Q.  And  your  business? — A.  Steel,  wire,  and  nails;  and,  in  this  capacity,  private 
banker. 

OBOANIZATION  OF  THB  NATIONAL  BHBAB  COMPANY. 

Q.  (By  Mr.  Jenks.)  Have  you  had  any  direct  connection  with  the  National  Shear 
Company  as  regards  uxe  manufacturing  part  of  the  work. — A.  Not  at  all. 

Q.  When  was  this  company  organized? — ^A.  I  do  not  know  the  exact  date.  What 
was  that  date,  Mr.  Stout? 

Mr.  Stout.  September  7,  1898. 

Q.  (By  Mr.  Jenks.)  What  was  the  amount  of  capital  stock?— A.  Three  million. 

Q.  Do  you  recollect  how  that  was  divided  between  preferred  and  common? — A.  One 
million  preferred  and  2,000,000  common,  I  think. 

Q.  Do  you  recall  how  many  companies  united  to  form  the  National  Shear  Com- 
pany?—A.  About  five.  There  was  tne  Clauss  Shear  Company,  of  Fremont,  Ohio;  the 
William  Schollbom  Company,  of  New  Haven,  Conn.;  F.  J.  Wiss  &  Sons,  of  Newark; 
Seymour  Cutlery  Company,  of  Holyoke,  Mass.,  and  the  Ohio  Shear  Company,  of 
Elyria,  Ohio. 

Q.  Were  you  yourself  familiar  with  the  contract  under  which  these  different  com- 
panies were  taken  into  the  National  Shear  Company? — A.  I  was  at  the  time,  yes. 

Q.  In  what  way  were  these  companies  paid  for;  cash,  or  in  stock,  mortgages, 
notes,  or  how? — A.  All  paid  part  casn  and  part  stock. 

Q.  You  said  that  you  yourself  had  been  connected  as  banker  with  this  organiza- 
tion?— A.  I  simply  loaned  them  money.  I  had  no  official  capacity  whatsoever,  no 
more  than  any  national  banker  would  have. 

Q.  The  question  is  asked  whether  they  came  together  under  a  prospectus  made 
public,  or  m  some  other  way? — A.  Private. 

Q.  It  was  an  entirely  private  arrangement  between  the  companies? — ^A.  Yes. 

TERMS  OF  LOAN  TO  NATIONAL  SHEAB  COMPANY. 

♦ 

Q.  You  say  that  you  have  loaned  them  money.  In  what  form;  by  the  discount- 
ins  of  notes? — A.  By  discounting  of  notes  up  to  |200,000. 

Q.  Discounting  to  the  'extent  of  1200,000? — A.  I  had  agreed  to  discount  to  the 
extent  of  |200,OdO,  and  it  amounts  to  about  $175,000,  I  think. 

Q.  And  what  special  compensation  were  you  to  get  for  that? — ^A.  Six  per  cent 

Q.  Anything  furthei^ — A.  Conditional. 

Q.  Conditional? — ^A.  Yes;  if  I  continued  the  arrangement;  if  I  continued  dis- 
counting their  notes  on  4  months'  paper,  in  2  years  they  were  to  give  me  a  certain 
amount  of  stock. 

Q.  That  is,  there  was  in  the  contract  a  general  understanding.  You  were  to  dis- 
count for  them  up  to  the  extent  of  $200,000,  and  continue  renewing  the  notes  for  a 
period  of  18  months,  did  you  say? — A.  Nine  months  was  one  clause.  If  I  continued 
for  9  months,  they  were  to  give  me  a  certain  amount  of  stock,  and  for  18  months, 
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another  amount.    At  9  months,  not  heing  satisfied  with  the  way  the  oonoern 
doing  buflinesBj  I  called  it  off. 

Q.  You  declined  to  continue  the  arransement? — A.  Yes. 

Q.  Did  you  receive  the  oomi)enflation  that  had  been  suggested  for  oontinuiiuthb 
for  9  montW — A.  It  was  held  in  escrow  by  William  Nelson  Cromwell,  of  New  York, 
who  failed  to  mail  it;  for  what  reason  I  do  not  know.  There  was  a  certain  amoont 
due  June  10.  That  was  the  expiration  of  the  9  month&  It  is  positively  due,  aod  it 
may  be  overlooked. 

Q.  In  what  form  was  this  extra  compensation  to  be — ^in  the  form  of  stock?— A.  It 
was  to  come  in  stock;  yes. 

Q.  A  small  amount  of  preferred  stock  and  a  laige  amount  of  common? — A.  Ye& 

Q.  For  the  discounting  of  this  $200,000,  how  much  was  to  come  to  you  as  extra  pay 
in  preferred  and  common? — A.  About  $30,000  preferred  and  $225,000  common. 

Q.  8o  that  for  the  advancing  of  the  money,  tne  discounting  of  the  6  per  cent  notes, 
you  were  to  receive  $225,000  common  and  130,000  preferred? — A.  Yes. 

Q.  Was  it  in  the  contract  that  you  were  to  receive  that  providing  you  carried  it  out 
for  the  18  monthsi?  If  you  carried  it  for  9  months  it  was  to  be  considerably  lesB?— 
A.  Y€«. 

Q.  Do  you  care  to  state  how  much? — A.  L€8s  than  one-half — a  little  less  than  one 
half. 

OTABTBD  ON  BORROWED  MONET. 

Q.  Do  you  know  whether  in  the  discounting  of  these  notes  to  this  extent  or  to 
whatever  extent  you  did,  you  were  fumishinjg;  to  the  company  a  laige  part  of  its  nu- 
ning  capital? — A.  I  was  satisfied  it  was  a  majority  of  the  running  capital. 

Q.  That  it  was  a  majority  of  the  running  capital? — ^A.  That  is,  of  the  cash  oatsde 
of  the  stock  on  hand — working  capital — although  stock  on  hand,  you  know,  is  alwaje 
considered  working  capital. 

Q.  Yes;  I  had  considered  that — ^A.  About  one-half.  They  had  about  as  much 
more  stock  on  hand. 

Q.  So  that  the  company  was  really  raised  in  this  way  through  you — the  money  it 
was  using  for  paying  for  the  stock  on  hand  and  furnishing  the  running  capital?-*A. 
Yes. 

Q.  Was  it  your  understanding  that  the  plants  that  were  taken  into  the  company 
were  to  be  paid  for  then  largely  by  stock  besides  this,  or  were  you  furnishing  the 
money? — A.  Part  of  this  money  was  paid  to  other  factories  for  coming  in. 

Q.  Part  of  this  money  you  yourself  furnished  was  used  to  pay  for  pumt^ — A.  Yes. 

Q.  And  discounting  notes  of  the  company? — A.  Yes.  That  is  where  it  was  estab- 
lished.   The  basis  they  started  on,  you  see,  was  to  borrow  the  working  capital. 

Q.  I  understand,  then,  that  you  thought  it  was  really  on  an  unsound  oasiB,  anl 
that  is  the  reason  why  you  withdrew? — A.  That  is  right;  that  is  the  reason  the  nine 
months  clause  was  put  in  there. 

Q.  Because  you  were  in  doubt  about  it  before? — A.  In  doubt  about  it  at  the  timel 
loaned  it;  yes. 

Q.  If  I  may  sum  up,  then,  the  company  was  organised  with  $1,250,000  of  preferted 
stock  and  $1,750,000  of  common  stock,  or  $3,000,000  in  all?— A.  That  is  right 

Q.  And  that  was  used  to  pay  for  plant,  as  you  understand — ^practically  all  of  it?— 
A.  Yes. 

Q.  Excepting  this  reserved  for  you? — A.  Yes.     Was  it  all  issued,  Mr.  Stoat? 

Mr.  Stout.  Not  all  issued. 

The  WrrNBSs.  I  think  $400,000  or  $500,000  has  not  been  issued. 

Q.  And  that  the  company  issued,  in  addition  to  that,  notes  to  pay  for  the  plants— 
A.  Issued  besides  notes  for  money  to  pay  for  the  plants. 

Q.  Do  you  know  whether  their  notes,  any  of  them,  were  issued  to  pay  for  the 
plants  or  not? — A.  You  mean  the  money  they  got  for  the  notee(7 

Q.  I  mean  further  than  that.  Whether  any  of  these  who  came  in  accepted  in 
payment  for  the  plants  the  notes? — ^A.  They  did ;  yes. 

Q.  So  that  the  oiganization  was  really  stuted  on  its  credit? — ^A.  Borrowed  money. 

Q.  Even  for  the  plants  themselves? — ^A.  For  the  plants  themselves. 

Q.  I  understood  that  you  withdrew  from  this  arrangement  after  9  months.  Was 
there  issued  to  you  or  any  of  your  intimate  friends  or  near  relatives,  so  that  it  mign* 
be  supposed  to  be  indirectly  to  you,  this  $200,000  in  stock?— A.  It  was  held  in  escrow 
by  Mr.  Cromwell,  of  New  York. 

Q.  That  was  in  the  contract? — A.  That  was  to  be  held  in  escrow,  to  be  given  tome 

rirt  in  9  months  and  the  other  part  in  18  months.     If  I  did  not  carry  the  contract  for 
months,  I  was  to  have  no  stock.  ' 

Q.  Was  it  in  fact  issued  in  the  name  of  some  of  your  friends  and  put  in  his  hand^" 
A.  It  was  issued  in  the  name  of  my  friends. 
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Q.  Did  your  friends  receive  it  or  did  he  receive  it?— A.  They  received  it  for  indorse- 
ment and  passed  it  back. 

Q.  So  as  a  matter  of  fact  he  has  been  holding  it?— A.  Yes. 

Q.  And  you  have  received  nothing  of  it?— A.  Nothing.    The  notes  are  good. 

Q.  The  notes  are  good  as  long  as  the  comi)an3^  is?— A.  Oh,  yes:  they  are  good  fol* 
that.  I  am  only  a  banker.  Mr.  Wiss  here  is  vice-president  of  the  company  and  a 
practical  man.    Really  I  have  told  you  all  I  know  about  it 

(Testimony  dosed.) 


Washington,  D.  0.,  November  14, 1899, 

TESTIMOnY  OF  ME.  F.  C.  J.  WI88, 

Vice-prendeni  of  the  NaUonal  Shear  Compcany,  Newark,  N  J. 

The  commission  met  at  10.40  a.  m.,  Senator  Kyle  presiding.  At  3.56  p  m.  Mr. 
Frederick  C.  J.  Wiss,  Newark,  N.  J.,  was  introduced  as  a  witness,  and,  being  duly 
sworn,  testified  as  follows: 

Senator  Kyle.  Give  your  full  name,  address,  and  business. — ^A.  Frederick  C.  J. 
Wiss,  Newark,  N.  J.;  business,  manufacturer  and  merchant 

Q.  (By  Mr.  Jenks.)  Are  you  vice-president  of  the  National  Shear  Company? — 
A.  Yes. 

Q.  Have  you  been  in  the  National  Shear  Company  from  the  b^:inning? — ^A.  I 
have,  nominally. 

METHOD  OF  OBOANIZATION  OF  THE  NATIONAL  SHEAR  COMPANY. 

Q.  You  can,  perhaps,  give  us  definite  information  with  reference  to  the  companies 
that  united  to  form  the  National  Shear  Company.  Were  liiere  more  than  five? — A. 
Only  ^ye  were  taken  in;  the  amount  of  stock  authorized  was  $3,000,000,  as  I  under- 
stand from  the  minutes  of  the  company,  from  information  and  from  the  records 
shown  us.  Before  I  go  on  I  must  explain  that  I  am  vice-president,  but  not  active  in 
the  management,  so  tnese  things  I  get  indirectly^  except  where  I  have  access  to  the 
books  on  demand;  not  voluntary  information  from  the  companv. 

Q.  You  have,  I  suppose,  however,  had  access  to  the  minuted?— A.  Well,  any  time 
I  have  demanded  to  see  them,  I  could  see  them,  yes.  The  oraanization,  under- 
stand, was  purely  a  matter  of  contract  between  the  promoter  and  the  bankers,  and 
probably  one  manufacturer. 

Q.  Who  was  the  promoter? — A.  Mr.  J.  H.  Parks. 

Q.  Is  this  Mr.  J.  H.  Parks  the  man  who  was  formerly  president  of  the  wire-nail 
combination? — A.  He  was  connected  with  the  nail  industry,  and  also,  I  believe,  with 
several  other  lai^  concerns. 

Q.  You  say  Mr.  Parks  was  promoter  in  connection  with  one  manufacturer;  with 
whom? — A.  With  Mr.  J.  H.  Clauss,  of  the  Clauss  Shear  Company. 

Q.  Where  is  the  Clauss  Shear  Comfjany  located? — A.  fS^emont,  Ohio. 

Q.  Will  you  explain  a  little  more  in  aetail  what  the  method  of  getting  the  com- 
panies together  was,  if  you  please? — A.  It  was  by  invitation  of  Mr.  Parks,  who  appar- 
ently wafi  representing  capital,  as  far  as  we  know.  He  invited  the  manu&cturers  to 
participate  in  various  meetings,  and  they  could  come  to  no  agreement.  The  pro- 
moters took  it  upon  themselves  to  secure  options  on  the  factories  of  the  principal 
manufacturers  in  the  shear  line.  Some  of  tnose  options  were  exercised  and  some 
were  not.  As  I  stated,  the  capitalization  was  13,000^000,  of  which  a  certain  amount 
was  set  aside  for  each  of  the  factories  acquired ;  that  is  to  say,  if  certain  j^tories  were 
not  secured,  Mr.  Clauss  and  Mr.  Pearson-^well,  Mr.  Clauss  and  Mr.  Pearson  were  to 
furnish  these  factories  for  a  certain  amount  of  stock,  and  if  no  j^tories  were  fur- 
nished of  course  no  stock  was  issued.  According  to  a  copy  of  the  stock  book  there 
has  been  issued  $2,410,000,  of  which  a  trifie  less  than  $1,000,000  is  preferred  stock, 
and  the  balance  common.  The  preferred  stock  may  be  $995,000.  It  is  very  near; 
practically  $1,000,000.* 

COMPANIES  UNITED-— FROPOBTION  OF  THE  BUSINESS  OONTROLLED. 

Q.  Will  you  be  kind  enough  to  name  the  five  companies  that  did  go  into  the 
organization? — A.  The  Clauss  Shear  Company,  Fremont,  Ohio;  Seymour  Cutlery  Com- 

iMr.  Wiss  says,  in  a  letter  dated  November  17, 1809:  "  Preferred  stock  of  the  National  Shear  Com- 
pany issued,  according  to  a  statement  dated  June  9, 1899,  is  1965,000.  Do  not  believe  that  there  has 
Seen  any  change  since  that  date." 
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pany,  Holyoke,  Mass.;  William  Sohollbom  Shear  Company,  New  Havens  Conn.;  tbe 
Ohio  Shear  Company,  of  Elyria,  Ohio,  which  may  be  sometimes  known  as  the  Btand- 
ard  Shear  Company;  I  think  they  have  operated  under  the  name  of  the  Standard. 
It  was  the  Elyna,  and  then  it  changed.  1  think  the  Standard  was  formed,  two  or 
three  months  previous  to  the  formation  of  the  National  Shear  Company.    These  com- 

Sanies,  together  with  ours,  the  J.  Wiss  &  Sons,  of  Newark,  N.  J.,  made  up  the  Nationil 
hear  Company. 

Q.  Are  ttioee  concerns,  or  some  of  those  that  came  in,  say  the  Clause  Shear  Com- 
pany and  your  own,  the  largest  manufacturers  of  shears? — ^A.  Yes. 

Q.  Do  you  know  what  pn)i)ortion  of  the  entire  output  of  shears  is  controlled  now  by 
the  National  Shear  Comfiany? — A.  It  is  purelv  a  matter  of  conjecture,  and  infoTnu- 
tion  gathered  from  various  concerns,  a  good  deal  based  on  the  general  business  con- 
ditions. I  should  say,  in  round  figures,  62  per  cent,  practically  two-thirds.  I  njallv 
think  it  is  less  than  two- thirds;  probablv  60  per  cent 

Q.  Had  you  succeeded  in  gettmg  in  the  otner  4  or  5  or  6  companies  which  it  was 
understood  to  begin  with  were  to  come  in  provided  thev  could  make  arrangements, 
what  proportion  would  you  have  controlled  then? — ^A.  Had  the  National  Shear  Com- 
pany succeeded — is  that  what  you  mean? 

Q.  Yes  J  that  is  what  I  mean. — A.  Oh,  probably,  I  should  say.  about  90  per  cent 

Q.  Which  was  the  largest  company  that  you  were  thinking  of  getting  in  that  was 
left  out? — A.  R.  HeiniK^-h  &  Sons  Company,  of  Newark,  N.  J. 

Q.  Is  this  the  company  whose  output  is  regularly  as  large  as  yours  was?— A  The 
Heinisch  and  our  former  output  were  very  nearly  alike.  I  think  the  Heinisch  prob- 
ably did  perhaps  10  or  16  per  cent  more  business  than  we  did;  at  times  they  mar 
have  fallen  behind  us ;  I  do  not  know;  so  that  really  one  of  the  largest  mannfactureis 
was  out. 

Q.  Are  there  any  other  companies  that  are  not  in  the  combination,  anything  like 
as  large  as  yours? — A.  No. 

Q.  They  are  all  small  concerns  that  were  left  out? — A.  Simply.  We  got  options, 
I  think,  on  90  |)er  cent.     I  was  mistaken;  it  was  between  80  and  90  per  cent 

CASH    VALUE  OF   PLANTS  ONB-PIFTH    OP  THE  STOCK    ISSUED. 

Q.  Now,  you  said  there  was  a  contract  or  agreement  made  with  Mr.  ClaussandMr. 
PearHon  to  take  thcne  plants  for  the  issuance  of  a  certain  amount  of  stock;  if  they(ii<i 
not  come  in,  that  stock  was  to  remain  in  the  treasurv  unissued,  as  I  understand  it 
Did  that  company  come  in  under  .nat  same  general  plan  and  arrangement?— A  I 
believe  it  did. 

Q.  I  wish  to  learn  the  cash  value  of  the  plants  as  compared  with  the  stock  that 
was  issued.  Now,  1  understand  that  there  was  a  provision  made  for  the  issuance  of 
$3,000,000  of  stock,  and  there  was,  as  a  matter  of  fact,  $2,410,000.  What  was  thecasb 
value  of  those  plants,  paid  for  in  cash  instead  of  stock,  in  round  figures? — A.  F&id  in 
cash? 

Q.  Paid  in  cash. — A.  There  were  none  of  them  paid  in  cash  entirely. 

Q.  No;  I  asked  what  vou  would  consider  the  cash  value  of  those  plants? — A.  Oh, 
well,  including  the  quick  assets,  the  net  value,  I  should  say,  of  the  companies  that 
have  gone  into  the  concern,  at  the  present  time,  is  probably  $500,000;  I  say  the  pres- 
ent time.  There  are  two  factories  which  have  been  closed  down  and  the  machinery 
torn  out.  There  are  three  now  closed  down,  but  up  to  a  recent  period  there  were 
two  of  them.  The  value  of  the  machinery  of  these  closed  factories,  I  consider,  is  very 
little  after  it  leaves  a  fixed  place. 

Q.  So  that,  as  a  matter  of  fact,  the  capitalization  was  in  round  numbers  ^ve  times 
the  cash  value? — A.  That  is  practically  so. 

Q.  As  regards  your  own  company,  were  you  paid  in  stock  or  in  notes,  as  I  think 
was  intimated  by  Mr.  Pearson? — A.  We  were  paid  in  cash,  stock,  and  notes.  It  was 
a  pure  matter  of  getting  as  much  and  as  favorable  terms  as  you  could. 

Q.  I  suppose  each  company  dealt  separately  with  the  promoters  and  made  the  best 
bargain  it  could? — A.  Each  company  dealt  separately  with  the  promoter. 

Q.  And  made  the  best  terms  possible? — A.  Yes. 

THE  COURSE  OF   PRICES — CONDITIONS   BEFORE  CONSOLIDATION. 

Q.  What  has  been  the  course  of  prices  in  your  industry — shears — the  laf«t  3 
years? — A.  During  the  last  three  years  the  prices,  up  to  the  formation  of  theconi- 
pany,  had  dropped  on  account  of  the  competition — pure  and  simple  competition.  1^ 
can  "not  be  called  legitimate,  however,  in  so  far  that  the  competition  of  2  concerns  was 
from  concerns  that  failed  and  paid  a  mere  nominal  dividena — one  of  them,  I  thin*» 
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6  cents  on  the  dollar — 6  and  a  fraction — ^and  the  other  possibly  a  little  more.  In  addi- 
tion to  that  there  were  one  or  two  companies  that  have  also  udled  and  have  thrown  a 
lot  of  goods  on  the  market,  which  never  started  up  again. 

Q.  -o  that  there  really  was  very  fierce  competition  before  the  organization? — A. 
Yes. 

Q.  Now,  since  the  oiganization  was  made  have  the  prices  increased  materially? — 
A.  They  have  been  advanced  to  certain  customers,  but  1  understand  that  concessions 
have  b^n  made  since  then.  As  I  say,  I  have  nothing  to  do  with  the  prices.  I  only 
gather  this  from  what  our  old  customers  volunteer  and  tell  us,  and  what  we  may 
occasionally  see  from  bills  and  other  matters  sent  to  J.  Wiss  &  Sons,  the  old  firm,  and 
opened  by  J.  Wiss  &  Sons,  because  we  have  other  business  interests,  and  turned  over 
to  the  National  Shear  Company  if  relating  to  the  shears  business. 

NATUaS  OF  PRODDCrr — REASONS  FOE  ADVANCE  OF  PRICE. 

Q.  You  were  formerly  in  the  Wiss  Shear  Oompanv? — ^A.  Yes. 

Q.  You  were  formerly  entirely  familiar  with  tne  businesel? — A.  Yes. 

Q.  Since  then  you  have  not  been  the  active  mana^r? — A.  No. 

Q.  Will  you  explain  briefly  what  the  main  output  is — shears  and  scissors  ?  Is  that 
the  main  output  of  this  National  Shear  Company? — A.  Ye& 

Q.  What  else  do  they  manufacture? — A.  One  of  the  works — the  Clauss  Shear  Com- 
pany— also  manufactures  razors,  and  at  one  time  thev  manufectured  very  extensively 
the  serrated  bread  knives  and  a  few  patented  specialties. 

Q.  Is  there  so  much  change  in  your  product  from  the  raw  material  that  the  raw 
material  itself  does  not  form  a  very  important  part  of  the  price?  Will  the  advance, 
for  instance,  in  the  price  of  steel  affect  particularly  the  price  of  shears? — A.  Well,  it 
would  make  some  difference,  but  the  amount  of  material  used  is  comparatively  small; 
it  is  labor  mainly. 

Q.  So  that  the  price  of  the  raw  material  plays  really  an  unimportant  part? — A. 
Taking  the  yeaHs  consumption,  it  will  cut  a  material  figure  in  anv  business.  It  cer- 
tainly nas  to  be  figured  in  the  cost  of  production  and  output.  Tne  advanced  prices 
were  not  only  due  to  the  pure  cessation  and  doing  away  with  competition.  There  is 
a  legitimate  atlvance  necessarily  in  the  shear  industry  on  account  of  the  low  prices 
which  had  been  prevailing  before,  due  to  competition.  It  did  not  leave  a  legitimate 
profit  to  the  manufacturer.  The  advanced  pnces  are  not  only  due  to  that,  but  also 
to  the  advance  in  material  and  labor. 

Q.  What  has  been  the  course  of  wages  for  the  last  2  years?  Has  there  been  any 
advance  in  wages  since  there  came  this  advance  in  prices? — A.  Yes. 

Q.  The  National  Shear  Company  has  increased  wage^ — A.  Yes;  an  advance  and 
cut  at  the  same  time. 

Q.  You  think,  on  the  whole,  that  wages  are  higher  than  they  were  before  the  or- 
ganization of  this  company? — A.  Averaged  throughout,  I  doubt. 

Q.  Any  single  instance? — A.  Yes. 

ADVANTAGES  OF  CONSOLIDATION. 

Q.  You  spoke  of  the  fact  that  one  of  the  companies — ^the  Clauss  Shear  Company — 
controlled  some  patents.  Is  there  in  your  judgment  any  decided  advantage  under 
the  combination  by  having  that  control  and  making  them  universal  through  the 
different  companies? — A.  There  are  patents  connected  with  the  serrated  bread  knives, 
which  1  had  reference  to,  which  have  been  in  litigation  for  some  years;  but  they  have 
practically  been  made  by  outside  companies.  So  that  the  National  Shear  Company 
confine  themselves,  I  am  inclined  to  think,  entirely  to  the  making  of  shears,  scissors, 
and  razors. 

Q.  So  that  does  not  count  for  anything  in  the  company? — A.  It  does  not  cut  any 
figure;  no. 

Q.  Has  there  been,  since  the  organization  of  this  combination,  any  specialization 
of  the  plants  so  that  one  plant  will  give  nearly  all  its  time,  all  of  its  machinery,  and 
so  on,  to  the  manufa(*ture  of  one  kind  of  goods^  and  another  one  to  another,  so  that 
there  has  been  anv  saving  in  that  way? — A.  Not  that  I  know  of. 

Q.  You  think  tnat  each  one  of  the  establishments  runs  practically  as  it  did  before 
the  combination? — A.  Pretty  much  so. 

Q.  Can  you,  yourself,  mention  any  other  advantages  that  come  from  the  combina^ 
tion  besides  the  fact  that  they  avoid  this  destructive  competition? — A.  There  should 
be  decided  advantages  in  the  cost  of  selling,  in  office  help,  and  in  buying  material, 
and  in  adopting  at  the  different  works  the  advantages  of  each  other. 

Q.  Yes. — A.  Those  are  about  the  main  features. 
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Q.  Do  you  know  whether  the  advantages,  as  a  matter  of  fact,  have  resulted  akag 
that  line  that  were  anticipated?— A.  I  am  inclined  to  think  that  they  have. 

Q.  Along  very  nearly  all  the  lines  that  you  have  mentioned? — ^A.  To  a  very  grot 
extent 

Q.  80  that  on  the  whole  the  general  principle  of  combination  in  your  industry  is 
one  that  you  would  yourself  &voi? — ^A.  The  principle,  yes. 

Tax  TAJUFF. 

Q.  (By  Mr.  Fabquhas/)  Have  you  any  protection  under  the  United  States  tuiS 
for  your  business — ^A.  There  is  a  protective  duty  on  shears,  yes;  but  the  shears 
manufactured  in  this  country  are  entirely  different  from  those  imported.  There  are 
some  scissors  which  were  almost  entirely  imported  before  the  tariff,  and  still  are 
imported,  which  we  do  not  seem  to  be  able  to  make  here  on  account  of  the  long- 
standing experience  and  the  cheap  labor  on  the  other  side,  principally  German.  T^ 
class  of  scissors  that  I  am  speaking  of  is  the  scissors,  the  small  articfes  witli  2  roand 
rings  2)  inches  up  to  6  or  7.  Now,  probably — I  should  say,  roughly — probably  90  per 
cent  of  all  the  scissors  sold  that  are  under  o  inches  are  import^,  although  there  are 
some  of  the  larger  shears  made  on  the  other  side.  Without  a  protective  tariff  1  am 
inclined  to  think  that  there  would  be  a  great  many  more  of  the  larger  sizes  imported 
than  there  are  at  present.  The  protective  tariff  was  a  fpreat  incentive  to  build  up  the 
trade  and  to  increase  competition,  which  would  materially  reduce  the  price.  Prices 
durinff  the  last  15  or  20  years  are  probably  fully  50  per  cent  less  than  tney  were. 

Q.  Then  you  would  say  that  the  protective  tariff,  which  practically  and  primarily 
gave  a  foundation  to  your  business  in  this  country,  at  the  same  time  created  the 
ruinous  competition  among  the  shears  manufacturers  of  this  country  which  was  the 
cause  of  your  Mlures  in  businesei? — ^A.  Yes. 

Q.  Ana  also  drove  you  into  this  combination  to  save  yourselves  and  your  own 
property? — A.  Yes. 

Q.  And  you  lay  this  idea  of  combining  entirely  to  the  fact  of  the  fierce  and  ruin- 
ous competition  among  American  manufs^urers,  by  American  manufacturers  among 
themselves? — A.  I  should  say  so;  yes. 

Q.  As  they  were  not  manufacturers  of  the  fine  class  of  scissors  that  were  imported, 
of  course  they  do  not  enter  into  the  competition? — A.  No. 

Q.  And  in  the  making  of  the  American  shears  and  the  larger  class  of  what  we  call 
scissors  or  shears  that  competition  was  the  thing  that  brought  the  prices  down  in  this 
country? — A.  Yes. 

Q.  It  was  the  American  competition  that  brought  down  the  American  market?— 
A.  That  is  right 

Q.  And  not  the  introduction  of  the  foreign  goods  at  all,  because  the  foreign  goods 
imported  were  noncompetitive?— A.  To  a  very  great  extent,  yes. 

METHOD  OP  OOMBIMATION. 

Q.  (By  Mr.  Clabkb.)  How  do  you  account  for  the  difference  between  the  cash 
values  of  the  properties  which  you  purchased  and  the  amount  of  capital  stock  which 
you  have  issued? — A.  Well,  that  is  a  question  you  would  have  to  ask  the  promoter. 

Q.  Do  you  not  know  what  has  been  done  with  that  stock?— A.  The  stock? 

Q.  Yes. — A.  Well,  the  people  directly  interested,  I  am  inclined  to  think,  took  the 
bulk  of  the  stock  to  themselves.  They  voted  all  the  stock  to  themselves  with  the  pro- 
viso that  if  they  did  not  succeed  in  tuming  over  certain  Victories  it  should  revert  to 
the  treasury.    As  I  understand,  it  was  formed  by  the  organizing  attorneys. 

Q.  What  was  the  reason  for  issuing  so  much  stock  for  so  litt.e  property?— A.  We 
were  not  consulted ;  I  do  not  know  anything  about  it. 

Q.  (By  Senator  Kylb.)  The  purpose  of  it  was  to  pay  a  dividend  on  the  whole 
amount?— A.  Well,  I  do  not  know.  . 

Q.  (By  Mr.  Farquhar.)  Was  there  any  promise  of  dividends  by  the  promoter^?— 
A.  Any  promise  of  dividend^ 

Q.  Yes,  was  there  any  promise  by  the  promoters  themselves? — ^A.  No,  I  do  not 
know  that  there  was. 

Q.  Did  they  not  hold  forth  that  if  you  got  a  dividend,  if  you  got  5  to  1,  you  would 
get  a  dividend  of  2  per  cent  a  year  or  3? — A.  We  were  not  consulted  at  all ;  it  was  a 
pure  matter  of  buying  and  selling.  We  were  approached  and  they  said:  '*  What  will 
you  sell  your  plant  for?"  We  said:  **  We  will  sell  it  for  so  much  cash."  We  were 
then  approached  and  told:  "  We  can  not  raise  so  much  cash;  instead  of  so  much 
cash  we  will  give  you  so  much  stock."  And  speaking  for  inyself,  speaking  for  the 
firm  of  J.  Wifls  &  Sons,  I  said:  *'That  is  not  satisfactory."    Well,  there  were  two  or 
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three  dickers  made,  and  we  finally  struck  a  baraain  by  which  we  secured  a  certain 
amount  of  cash,  so  much  notes,  and  so  much  stock  in  addition,  and  cash  for  the  mer- 
chandise, with  an  option  of  stock  for  all  or  for  any  portion  of  the  cash  or  note  con- 
sideration. 

Q.  (By  Mr.  Clabkb.)  Did  you  get  a  higher  price  under  the  arrangement  which 
you  finafly  made  than  you  offered  to  take  for  cash? — ^A.  I  got  nominally  more  but 
practically  not;  no. 

Q.  (By  Senator  Kylb.)  They  represented  to  you,  of  course,  that  they  were  going 
to  form  tbis  trust  corporation  at  the  time  they  made  the  bargain  with  you? — A.  Well, 
they  made  a  good  many  representations. 

Q.  Did  you  not  know  or  understand  that  the  trust  was  to  be  formed? — ^A.  I  knew 
that  they  were  attempting  to  form  a  combination  of  the  principal  shear  manufacturers. 

Q.  And  when  you  accepted  the  stock  you  evidently  Knew  that  you  were  going  into 
such  a  corporation?— A.  I  knew  that  I  was  going  in  with  others,  but  with  whom  I 
did  not  know. 

Q.  And  the}r  evidently  represented  to  vou,  did  they  not,  that  you  would  make  more 
by  this  operation  than  you  had  made  oy  your  private  business  conducted  in  your 
own  private  way? — A.  Well,  I  do  not  know  that  they  particularly  rei)resented  that 
They  simplv  represented  how  much  they  could  make  by  the  association,  and  we 
were  led  to  believe  that  they  had  secured  options  on  all  the  principal  manufacturers, 
and,  moreover,  that  the  options  would  be  exercised. 

Q.  I  underatood  you  to  say  a  moment  ago  that  the  price  of  your  product  had  been 
raised  since  the  formation  of  your  corporation,  above  what  it  was  before? — A.  Yes. 

Q.  Was  not  that  the  avowed  purpose  of  the  organization  of  the  trust  combina- 
tion?— ^A.  I  suppose  it  was;  they  mtended  to  mal  .a  profit  by  advandnff  prices. 

Q.  Was  it  not  so  represented  to  you? — A.  In  the  meeting  of  the  dimrent  manu- 
facturers the  promoters  said,  we  can  do  so  and  so;  but  there  was  no  positive  assurance 
that  they  would  do  it. 

Q.  Is  the  trust  corporation  in  operation  now? — A.  The  National  Shear  Company? 

Q.  Yes.— A.  Yes. 

Q.  And  you  are  still  a  member  of  it? — A.  Yes. 

WAGES,   DIVIDBNDB,   AND  VALUB  OF  STOCK. 

Q.  And  you  have  not  raised  the  wages  to  your  employees  at  all,  you  say?— A.  Not 
to  my  knowledge,  except,  possibly,  in  a  single  instance.  As  I  e&y,  I  have  no  active 
voice  in  lite  matter  of  management  and  have  no  active  interest  in  the  afCairs  of  the 
company. 

Q.  (By  Mr.  Jbnks.)  Your  interest  at  present  remains  simplv  in  the  question  of  the 
pavment  of  these  notes  and  the  possible  dividends  on  the  stock? — ^A.  Yes. 

Q.  Have  they  paid  any  dividends  on  preferred  stock  yet? — A.  No. 

Q.  (By  Mr.  Clabkb.)  Are  these  stocks  listed  in  the  New  York  market? — ^A.  Oh, 
no;  I  ffuess  not. 

Q.  Are  they  for  sale  to  the  public? — A.  Well,  I  do  not  think  anybody  would  buy 
them. 

Q.  (By  Mr.  Jbnks.)  Do  you  know  of  any  transfers  that  have  been  made  for  a 
consideration,  so  that  you  would  have  an  idea  as  to  the  price  of  them? — A.  No. 

Q.  You  said  a  little  while  ago  that  there  had  been  issued  |2,410,000  worth  of  stock, 
of  which  there  was  about  |1, 000, 000  preferred;  perhaps  you  can  give  me  the  exact 
figures  a  little  bit  later.  C^n  you  furnish  me  the  exact  amount  that  was  issued  of 
preferred? — A.  The  amount  of  preferred  I  can  give  vou,  according  to  a  list  given  me, 
which  is  supposed  to  be  an  abstract  from  the  stock  dook. 

Q.  It  is  simply  in  order  to  make  your  testimony  perfectiy  definite  on  that  point 
that  I  ask  it    ICmdly  send  that  in.^ 

Testimony  closed. 

^  See  p.  1048,  footnote. 
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Washington,  D.  C, 
Wedneftdayf  November  16,  1899. 

TESTDEONY  OF  ME.  SAKUEL  DODD, 

President  of  the  IrUemaHoncd  Silver  Company, 

The  GommisBion  met  at  11.20  a.  m..  Chairman  Kyle  predding.  Chairman  Kyle 
introduced  Mr.  Samuel  Dodd,  of  Meriden,  Conn.,  president  of  the  International 
Silver  Company,  who,  beinff  duly  sworn,  testified  as  follows: 

Q.  (By  Senator  Kyle.)  You  may  state  your  full  name  and  address  and  business. — 
A.  Samuel  Dodd,  Meriden,  Conn. ;  I  am  president  of  the  International  Silver  Com- 
pany. 

BUSINBBS  OP  THB  INTERNATIONAL  SILVER  COMPANY — ^EXTENT  OP  COMPETITION. 

Q.  (By  Mr.  Jbnks.)  Will  you  be  kind  enough  to  tell  us  something  with  reference 
to  the  nature  of  your  business — what  vour  raw  material  is,  and  what  your  chief  prod- 
uct ifii? — ^A.  It  is  what  is  known  to  the  trade  as  silver-plated  ware — tableware,  tea 
sets,  cake  baskets,  spoons,  and  forks.  The  base  of  what  is  called  hollow  ware  is  pig 
tin;  the  base  of  spoons  and  forks  is  what  is  called  nickel  silver. 

Q.  Do  you  manufacture  sterling  silver  as  well  as  plated  ware? — ^A.  Yes;  sterling 
silver. 

Q.  How  l&ige  a  proportion  of  the  output  of  the  country  of  plated  ware  does  the 
International  Silver  Company  control? — A.  I  do  not  know;  if  you  want  my  guess,  I 
could  guess. 

Q.  rlease  give  us  as  careful  an  estimate  as  you  can  make. — A.  Perhaps  55  to  60  per 
cent. 

Q.  And  about  what  is  the  proportion  of  the  output  of  sterling  silvei? — ^A.  I  should 
guess  15  per  cent;  I  guess  that  is  high — 10  per  cent 

CAPITAL  NECESSARY. 

Q.  In  this  line  of  business  is  a  lai^ge  capital  needed  in  order  to  secure  a  proper 
division  of  labor,  so  as  to  carry  on  the  woik  economically? — A.  Yes. 

Q.  About  how  much  capital  would  be  needed  to  set  up  a  first-class  plant  to  do  this 
kind  of  work  efficiently? — A.  That  would  depend  upon  what  you  want.  If  you 
want  to  combine  the  sterling  silver  with  the  other  it  would  be  more. 

Q.  Say  plated  ware  without  the  other? — A.  It  takes  a  different  plant  entirely  to 
manufacture  spoons  and  forks.  The  concern  that  I  formerly  managed  had  nothing 
to  do  in  the  spoon  and  fork  line.  That  part  of  it  I  could  not  state.  I  know  it 
requires  a  large  capital  to  do  that  How  much  I  do  not  know,  because  I  have  never 
lu^  any  experience  with  that 

Q.  Take  hollow  ware.  How  large  a  capital  would  it  take  to  equip  a  plant  to  do 
really  first-class  work  in  the  best  way  possible? — A.  If  you  control  a  laige  output 
and  have  to  compete  with  large  concerns,  a  plant  of  a  million  and  a  half  or  two 
million  dollars  would  do  it. 

Q.  You  think  that  a  plant  of  12,000,000  would  be  large  enough  to  give  all  of  the 
advantages  that  would  come  from  the  division  of  labor  and  the  large  buying  of  mate- 
rial and  so  on?— A.  I  should  judge  so. 

SAVINGS  OF  CONSOLIDATION. 

Q.  Will  ^ou  ex|>lain  to  us  what  special  sources  of  saving  and  special  advantuies 
there  were  m  brin^g  the  different  plants  engaged  in  the  same  line  of  work  together 
into  one  oiganicatiom— A.  One  advantage  must  be  that  the  admiiustration  of  12  or 
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16  companies  woald  be  brought  under  one  head.  If  there  were  foctoriee  that  htd 
more  room  than  the  output  aemanded,  you  could  bring  them  under  one  and  oqd- 
BoUdate  them  better. 

Q.  You  would  Day  that  those  were  the  two  chief  sources  of  saving? — A.  Yes;  I 
should  say  those  were  the  two  chief  sources  of  saving.  The  dosing  of  stores  and 
agencies  in  the  different  cities  that  a  good  many  of  the  plants  had  would  also  be  a 
savinff. 

Q.  in  the  first  place  a  saving  would  come  from  better  oiganization  for  administnr 
tion.  In  that  way,  I  suppose,  you  save  the  salaries  of  a  good  many  high-piioed 
officers? — A.  Yes;  you  have  all  your  buying  under  one  h^d;  a  thousand  and  ooe 
wavs  in  which  money  could  \>e  saved. 

Q.  By  Dutting  all  under  one  head  you  can  save,  of  course,  the  salaries  of  seven! 
different  buyers.  Can  you  also  buy  to  better  advantage  by  buying  in  laiige  quanti- 
ties?— A.  Undoubtedly,  yes. 

Q.  Can  you  ^ve  any  estimate  ae  to  the  percentage  of  saving  that  probably  would 
come  from  buying  in  that  wav?  —A.  No. 

Q.  You  can  not  fix  it  definitely? — A.  No.  Of  course,  in  the  silver  you  can  not 
save  anything.  A  man  can  buy  1,000  ounces  of  silver  as  cheap  as  he  can  buy  5,000 
ounces.  But  in  all  manufactunng  supplies  used  in  the  factories,  people  are  anxious 
to  sell  goods,  the  people  that  supj^y  them,  and  they  would  like  the  combined  sale  to 
16  factories  rather  than  1  factory.  Take  the  base  of  what  we  caU  hollow  ware— tin. 
There  is  no  particular  saving  in  that,  because  a  smaXl  concern  that  wanted  100  i»g8 
of  tin  could  buy  it  about  as  cheap  as  a  concern  that  wanted  1,000. 

Q.  With  reference  to  the  selling  of  your  goods,  is  there  anj^  material  saving  there 
in  labor;  that  is,  can  you  dispense  with  the  services  of  various  traveling  men,  for 
example? — A.  We  have  not  done  so,  except,  as  I  said,  in  dosing  some  of  these  offices 
or  stores  in  various  cities. 

Q.  About  how  many  traveling  men  do  you  employ? — ^A.  I  do  not  state  these  things 
as  tact»f  because  I  was  not  aware  what  line  the  conmiission  wanted  of  me  and  I  ha^ 
never  gone  into  these  details  particularly.  Each  fiictory  employs  abcKit  as  manv 
traveling  men  as  it  ever  did. 

Q.  (By  Senator  Kylk.^  To  the  best  of  your  knowledge? — A.  I  should  guess  there 
were  from  75  to  90  traveling  men. 

Q.  (By  Mr.  Jenkb.)  And  you  keep  now  about  the  same  number  that  all  the  sepa- 
rate companies  did  before  they  were  combined? — A.  Yes,  with  one  exception.  There 
was  a  concern  in  New  York  City,  a  store  there,  Rogers  &  Bros.,  which  I  think  had 
3  traveling  men  that  went  from  there  in  some  wav.  We  closed  that  store  and  we  let 
those  traveling  men  go,  although  our  factory  took  1  of  them.  There  were  only  2  d 
them. 

Q.  You  simply  transferred  him? — A.  Yes. 

Q.  And  let  2  go? — A.  Yes;  laid  off  2  traveling  men.    That  is  alll  know  of. 

Q.  Can  you  tell  us  how  many  stores  you  were  able  to  dose? — ^A.  So  fer  we  have 
only  been  able  to  close  1. 

Q.  That  is  the  one  j^ou  referred  to? — A.  Yes;  on  account  of  leasee  and  other  matters. 
We  closed  this  store  in  New  York;  that  is  the  only  store.  There  is  another  to  be 
closed  there  as  soon  as  we  can  sublet  it. 

Q.  How  many  do  you  expect,  as  soon  as  your  business  is  fairly  running,  to  cloee, 
in  order  to  effect  savings  in  that  way? — ^A.  I  should  say  there  might  be  10  Uirooghout 
the  country. 

Q.  About  how  manv  have  vou  altogether? — ^A.  Perhaps  16. 

Q.  So  you  will  be  able  to  close  more  than  half? — ^A.  On,  yes;  oh,  yes. 

Q.  You  spoke  of  the  saving  that  would  come  also  from  the  closing  of  plants  that 
were  taken  mto  the  combination.  How  much  have  you  done  in  that  way?— A.  ^^ 
have  closed  2. 

Q.  How  many  came  together  into  the  organization  to  begin  with? — A.  1  thinA 
there  were  14  then.  Since  I  went  into  the  combination  there  have  been  2  added,  ° 
that  were  bought. 

Q.  You  spoke  of  14  coming  in.     Did  each  companv  have  simply  1  plant?— A.  Yes. 

Q.  So  that  14  came  in  and  you  have  14  now.  x  ou  have  closed  2  ana  bought  2  fflnoe 
you  have  been  in  your  company? — A.  We  took  the  employees  of  those  that  we  clo*d 
and  took  their  business,  their  trade-marks,  and  their  salesmen,  and  made  the  go^ 
in  one  factory.  We  transferred  that  all  to  1  factory  because  we  had  lots  of  waste, 
spare  room,  and  the  other  one  the  same  way.  Practically  the  2  concerns  are  runningi 
only  they  are  under  different  roofs  from  those  they  were  under.  The  workmen  tie 
there  and  have  made  the  same  line  of  goods  that  tne  old  companies  made. 

Q.  (By  Senator  Kyle.)  What  was  your  object  in  closing  up  these  2? — A.  Because 
we  had  the  spare  room  m  our  factories,  and  it  saved  power,  and  lots  of  ezpeo^  ^ 
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ranning  factories;  because  we  had  plenty  of  bricks  and  mortar  and  machinery  and 
another  roof  to  put  the  men  into. 

Q.  And  you  saved  the  room? — ^A.  Yes. 

OOTPUT,  AND  NUMBIER  OF  BMPL0YBB8,  INCREASED. 

Q.  (By  Mr.  Jenks.)  You  have  not  lessened  the  number  of  employees  by  closing 
them? — A.  No;  we  are  ready  to  hire  more  men  if  we  can  find  them. 

Q.  Can  you  tell  us  with  reference  to  the  number  of  your  employees,  how  much  they 
have  increased  since  your  organization? — ^A.  Oh,  I  should  thmk  we  had  added  10  or 
12  per  cent,  perhaps,  all  told. 

Q.  And  now  about  the  quantity  of  your  output;  has  that  increased? — ^A.  Yes. 

Q.  In  about  the  same  proportion,  10  or  12  per  cent? — ^A.  Yes;  increased  more. 

Q.  About  how  much? — A.  About  20  per  cent. 

Q.  How  do  you  account  for  that  increase  more  than  in  proportion — by  working 
your  establishments  more  efficiently? — ^A.  Why,  I  am  talking  about  the  output  that 
the  consumers  take. 

Q.  Well,  does  that  mean  this,  that  the  demand,  on  the  whole,  has  increased  so  that 
you  are  working  more  nearly  at  full  capacity  now  than  you  were  before? — A.  Yes; 
that  is  exactly  what  it  means. 

Q.  Before  the  organization,  some  of  the  plants  were  not  working  at  their  full  capac- 
ity?--A.  No. 

Q.  And  since  then  you  have  been  pushing  them? — A.  Yes. 

Q.  To  what  do  you  attribute  this  increased  demand  for  goods? — ^A.  If  I  should  guess 
about  it,  I  should  guess  what  the  newspapers  say — ^neral  prosperity. 

Q.  Is  it  to  be  accounted  for  at  all  by  any  reduction  in  the  prices  of  the  good^ — 
A.  I  should  say  not. 

HAD   NOTHING   TO   DO  WITH  THE  FORMATION   OF  THE  ORGANIZATION. 

Q.  When  did  you  form  your  organization? — A.  I  had  nothing  to  do  with  the  forma- 
tion of  the  organization. 

Q.  When  was  the  organization  formed? — A.  The  organization  was  formed,  incor- 
porated in  New  Jersey,  November  21,  1898. 

Q.  When  did  you  yourself  become  connected  with  the  oi^ganization? — ^A.  I  became 
coimected  with  it,  I  think,  in  that  month.  ^  I  think  it  was  the  28th  or  the  29th; 
along  there. 

Q.  Pretty  nearly  from  the  beginning,  then? — ^A.  Yes. 

Q.  Have  you  been  president  substantially  from  the  time  when  you  came  into  it? — 
A.  From  the  time  I  was  elected  director;  at  that  meeting  they  elected  me  president. 

Q.  That  was  this  same  day.  was  it,  November  28? — A.  Yes;  about  that  time. 

Q.  So  that  you  have  been  mmiliar  with  the  organization  really  from  the  beginning 
of  its  main  work? — A.  Yes;  I  was  not  familiar  with  the  organization  of  the  company. 
There  were  already  a  president  and  directors,  a  full  board,  when  I  came  in. 

Q.  Of  the  nature  that  we  so  often  hear  of — a  dummy  board  to  begin  with,  for  the 
purpose  of  organization? — A.  That  I  do  not  know;  they  were  all  very  respectable 
gentiemen. 

THE  COURSE  OF  PRICES — 1893  TO   1899. 

Q.  Now  with  reference  to  prices,  let  us  go  back  a  little  earlier.  You  were  yourself 
in  business  independently  before  this  organization  was  made? — A.  Yes. 

Q.  So  that  you  are  familiar  with  prices  throughout? — A.  Yes. 

Q.  Can  you  give  us  an  indication  of  the  general  course  of  prices  of  these  goods,  let 
us  say,  througn  the  years  1896,  1897,  1898,  up  to  date? — A.  I  think  there  were  in 
those  years,  in  fact  from  the  year  1894 — ^if  you  want  to  go  back  ai^  far  as  that. 

Q.  All  the  better. — A.  The  year  1894  and  the  latter  part  of  the  year  1893,  when 
we  had  what  we  called  the  panic,  prices  were  becoming  less  and  less  all  the  while. 

Q.  And  about  how  long  did  that  decrease  in  prices  continue? — A.  It  continued 
until — why,  all  through  up  to  the  present  time,  you  might  say.  No;  they  did  not 
decrease — they  have  not  decreased  since  the  1st  of  September  of  this  year. 

Q.  Was  the  decrease  marked  at  all  from  1893  on  until  the  middle  of  this  year? — 
A.  Yes. 

Q;  Can  you  give  us  some  indication  as  to  the  rapidity  of  this  decrease?  It  seems 
to  me  that  we  ought  to  have  had  silver  given  to  us  at  that  rate? — A.  Well,  we  did 
pretty  near — good  goods.  The  fact  was  that  all  of  us  went  on  a  chase  to  get  custom- 
ers and  sell  goods  at  less  than  cost.  We  were  all  selling  goods  at  leas  thim  coet,  and 
the  way  we  made  money  was  that  we  sold  bo  many  of  mem. 
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Q.  If  we  should  take  the  pric6f<,  we  will  nay  the  average  prices  of  1884,  and  com- 
pare them  with  the  average  priceH  of  1897,  about  what  percentage  of  decrease  shcold 
you  Bay  there  was? — A.  On,  I  Bhould  say  there  was  from  7}  to  10  per  cent. 

Q.  In  those  3  years? — A.  Yes. 

Q.  And  then  was  there  a  still  further  drop  through  the  year  1898? — ^A.  No;  thai 
was  the  drop  from  1894. 

Q.  Down  to  1897,  when  it  stopped? — A.  Yes. 

Q.  Then  the  prices  remained  aoout  the  same  through  the  year  1888? — ^A.  Yes. 

Q.  Beginning  with  the  time  of  the  formation  of  your  organization  in  November, 
1898,  what  has  been  the  course  of  prices  from  that  date  up  to,  say,  June  of  Xhk 
year? — A.  That  is  the  same. 

Q.  There  was  suhHtantiall^'  no  change  at  all? — A.  There  was  a  change  in  what  we 
call  the  flat- ware  part  of  it,  m  February  or  March. 

Q.  What  was  that  changt*? — A.  Ten  per  cent  rise;  making  goods  relatively  cheaps' 
than  they  were  before,  on  account  of  the  high  cost  of  the  material. 

Q.  Yes. — A.  Go<k1s  were  relatively  cheaper  after  the  10  per  cent  rise  was  made^  as 
far  as  the  manufacturers  were  concenie<l,  than  they  were  Defore. 

Q.  That  is  to  sav,  this  increase  of  the  price  of  the  product  did  not  increase  the 
profits  over  what  tney  luwl  Ixjen  before? — A.  No,  no. 

Q.  (By  Senator  Kyle.)  What  is  your  raw  material? — A.  The  raw  material  in  the 
flat^ware*  business  is  what  we  call  nickel-silver.  The  principal  part  of  it  is  copper:  a 
mixture  of  copper  and  nickel. 

Q.  And  the  rise  in  these  materials  was  what? — A.  Rise  in  copper? 

Q.  Wliat  percentage  of  rise  in  that  time? — ^A.  Well,  it  must  have  been  alK>ut  60  or 
70  per  cent. 

Q.  And  you  advanced  the  cost  of  your  output? — A.  Ten  per  cent 

Q.  Your  finished  product? — A.  Ten  per  cent,  yes;  just  10  per  cetit 

Q.  (By  Mr.  Jenks.)  You  said  there  was  this  increase  in  pnces  in  Febmarv;  then  I 
take  it  from  what  you  said  that  there  was  another  increase  somewhat  lateif — A.  No 
increase  in  that.  That  price  reinaine<i  the  same.  On  the  1st  of  September  we 
increased  the  price  of  what  we  call  hollow  w^are  10  per  cent,  and,  as  I  say,  the  baa? 
metal  of  that  is  tin.  Tin  averaged  in  the  year  1898  about  14^  cents  a  pound,  and 
this  year  it  has  averaged  something  over  30.^ 

Q.  So  that  the  increase  was  less  in  proportion? — A.  Yes;  and  all  manufacturing 
supplies  that  enter  into  a  factory  have  increased  anywhere  from  33}  per  cent  to  100 
per  cent;  everything  that  you  use. 

WAGES — UNION   LABOR— <:HARACTEB  OP  MEN. 

Q.  In  the  manufacture  of  your  goods — we  will  take  the  hollow  ware,  for  example, 
as  typical — how  large  a  proportion  of  the  price  or  of  the  value  is  to  be  found  in  the 
raw  material,  and  how  much  in  labor? — A.  Oh,  in  a  rough  way,  about  half. 

Q.  What  has  been  the  course  of  wages  during  the  last  3  years? — A,  Well,  tiie 
last— until  we  had,  as  I  say,  this  general  prosperity,  wages  did  not  increase  any. 
For  the  last  few  months  the  tendency  has  oeen  upward.  Our  people  are  what  we 
call  skilled  workmen;  there  is  no  fixed  wage  price. 

Q.  The  price  varit^s  all  thn)ugh? — A.  It  varies  all  through,  according  to  a  man's 
capability  or  his  ability,  and  it  is  10  percent  here  and  15  percent  there,  if  you  please. 
It  IS  a  bargain  all  the  time  ^ivith  the  individual  men. 

Q.   fBy  Senator  Kyle.)  Increase? — A.  Increase. 

Q.  fBy  Mr.  Jenks.)  You  would  say,  then,  on  the  average,  that  since  the  forma- 
tion of  your  organization  vou  have  advancea  wages  on  the  whole  as  much  as  10  per 
cent?  You  think  that  will  run  through  your  factories? — A.  I  should  say  that  would 
be  a  little  high;  take  all,  I  should  say  from  5  to  7J  per  cent  was  nearer  fight. 

Q.  You  spoke  of  dealing  with  the  individual  men.  Is  there  any  labor  organia- 
tion  among  your  employees? — A.  I  think  there  is  a  skeleton  of  one.  There  used  to 
be  one  years  a^;  we  have  not  heard  much  about  it  lately. 

Q.  What  union  was  that? — A.  I  have  forgotten  the  name  of  it;  it  was  sort  of  a 
local  union  there  in  our  place. 

Q.  Have  you  yourself,  in  dealing  with  your  men,  dealt  with  the  union  as  such? — 
A.  No,  no. 

Q.  You  deal  simply  with  individuals? — ^A.  Yes. 

Q.  (By  Mr.  Ratchpord.)  Have  you  ever  been  asked  by  your  men  to  deal  with  the 
union? — A.  No.  Oh,  here  some  years  ago,  15  or  20  years  ago,  in  our  foctories  we  had 
a  cut-glass  establishment,  and  there  was  quite  a  union  there,  and  at  one  time  they 
asked  us  something  about  apprentices;  I  have  forgotten  what  it  was.    It  was  15  years 

1  Ck>mpaie  the  table  of  prices  of  tin,  p.  868. 
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ago,  I  guess;  and  I  said  I  would  not  deal  with  them;  I  said  I  would  deal  with  the 
employees  ^emselves  in  the  shop,  but  I  would  not  deal  with  outside  people  that 
came  from  Pittsburs  or  somewhere  else  to  talk  to  me  about  m}^  business. 

Q.  In  other  words,  you  preferred  to  deal  Mdth  your  men  as  individuals? — ^A.  Yes. 

Q.  (By  Senator  Kyle.)  Would  you  receive  a  committee  from  your  men? — ^A.  Yes, 
certainly. 

Q.  (By  Mr.  Ratchfokd.)  Is  that  your  position  at  the  present  time  toward  the 
organization  of  your  men,  toward  treating  with  the  union? — A.  I  have  no  position  at 
the  present  time,  because  that  question  has  not  come  up.  We  have  never — ^in  our 
locality  where  I  live  the  employers  of  labor  and  the  laborers  themselves  have  always 
been  on  remarkably  good  terms,  and  in  the  last  31  years,  since  I  have  been  in  the 
town  in  the  manufacturing  business,  we  have  had  comparatively  no  disputes  and  no 
friction. 

Q.  (By  Senator  Kyle.)  No  strikee(? — A.  No;  nothing  that  ever  amounted  to  any- 
thing.   Most  of  our  people  are  just  sa  good  men  as  I  am  or  anybody  else. 

Q.  (By  Mr.  Fabquhab.)  What  town  do  you  refer  to? — ^A.  I  refer  to  the  town  of 
Meriden,  Conn. 

Q.  (By  Mr.  Clarke.)  Most  of  your  employees  are  long  time  residents  there,  I 
suppose? — A.  Yes. 

Q.  Own  their  homee(? — A.  A  great  many  of  them  do,  and  lots  of  them  know  a  great 
sight  more  than  I  do,  socially  and  economically  and  all  other  ways,  and  have  more 
time  to  read,  I  guess,  than  I  do. 

CAPITALIZATION. 

Q.  (By  Mr.  Jenks.)  What  is  the  capitalization  of  the  International  Silver  Com- 
pany?— A.  $20,000,000  is  the  nominal  capital. 

Q.  How  is  this  divided  into  common  and  preferred? — ^A.  $11,000,000  of  common 
and  $9,000,000  of  preferred. 

Q.  Is  there  a  bonded  indebtedness? — A.  Yes. 

Q.  How  much? — ^A.  At  the  present  time  $3,900,000.' 

Q.  What  is  the  nature  of  tne  preferred  stock? — ^A*  Seven  per  cent  cumulative. 
The  stock  is  not  all  issued. 

Q.  How  much  has  been  issued? — A.  $5,111,500  of  preferred. 

Q.  And  how  much  of  common?— A.  $9,896,000;  $3,900,000  of  bonds  issued.  We 
still  have  $117,000  of  bonds  in  the  treasury. 

Q.  (By  Mr.  Fabquhab.)  Is  the  remainder  of  that  stock  every-day  treasury  stock 
or  is  it  aivisible  stock  to  the  stockholders? — ^A.  Why,  it  is  stock  that  has  never  been 
issued  at  all. 

Q.  Under  your  by-laws  is  that  classed  as  treasury  stock,  roughly? — A.  No. 

Q.  For  the  acquirement  of  other  plants? — A.  Only;  yes,  that  can  be  issued  for  the 
acouirement  of  other  plants. 

Q.  Only,  vou  say.    That  is  the  condition? — A.  Yes. 

Q.  Of  its  oeing  in  the  treasury? — A.  Yes. 

METHOD  OF  ORGANIZATION. 

Q.  (By  Mr.  Jenks.)  Will  you  give  us  the  general  plan  of  the  oi^nization  of  the 
company;  that  is,  was  it  oiganiz^  through  some  individuals  acting  as  promoters 
who  secured  options  on  plants,  or  was  it  by  general  agreement  among  the  plants  con- 
cerned?— A.  I  can  .only  tell  you  as  far  as  I  know.  AU  my  knowledge  was  through  a 
man  by  the  name  of  Stewart.  I  presume  he  had  some  arrangement  with  somebody 
else. 

Q.  That  is,  in  the  case  of  your  own  arrangement  you  bargained  with  Mr.  Stewart 
for  the  sale  of  your  establismnent  to  this  company;  is  that  the  idea? — A.  I  bargained 
with  him  for  the  sale  of  a  majority  of  our  stock,  with  the  privil^e  to  the  minority  to 
come  in  at  the  same  price  if  tney  wished  to. 

Q.  It  was  a  sale  of  stock  and  not  of  the  plant?— A.  That  is  right. 

Q.  Does  the  International  Silver  Company  in  the  main  own  the  plants  of  the  dif- 
ferent companies,  or  does  it  own  the  stock  of  the  different  companies? — A.  We  own 
the  plants  of  all  the  companies,  real,  personal,  and  everything  else,  with  the  excep- 
tion of  one  small  company  in  Lyons,  N.  Y.,  called  the  Manhattan  Silver  Plating 
Company,  which  the  attorneys  of  our  company  as  yet  do  not  exactly  know  how  to 
merge  into  the  International  Company.  They  have  itinchaijge.  But  all  the  rest 
of  the  companies  were  purely  Connecticut  companies,  concerns  in  the  vicinity,  neigh- 
bors and  fiends,  and  everything  was  transferred  to  the  International  Silver  Company. 

Q.  So  that  in  this  case,  for  example,  of  your  own,  where  you  sold  the  majority  of 
the  stock  to  begin  with,  with  the  privilege  to  the  minority  of  coming  in  at  the  same 
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rate,  since  that  time  the  plants  have  been  taken  over,  so  that  the  Intemational  ofWBf 
the  plants  directly  instead  of  the  stock? — A.  There  is  no  soch  oonoem  as  the  ooooenL 
I  was  formerly  in;  we  own  all  the  plants. 

Q.  With  the  exception  of  this  one? — A.  With  the  exception  of  this  one.  Oh,  no; 
there  is  a  small  niant  up  in  Canada,  the  Standard  Silver  Company  in  Ounada,  ths 
we  propose  to  take  in.  We  own  that  stock.  There  is  the  same  trouble  there;  the 
attorneys  have  not  decided  how  to  get  this  Canadian  company  in;  bat  we  propose,  a^ 
fast  as  the  attorneys  can  get  it  transferred,  that  it  shall  be  in  the  name  of  the  Inter- 
national Company. 

Q.  W'th  reference  to  the  options  that  were  taken  on  these  different  plants,  were 
those  options  taken  on  a  canh  Itoj^is  or  on  a  Insis  of  stock? — ^A.  I  could  give  you  no 
information  in  regard  to  that  except  as  to  our  own  plant;  the  one  that  I  had.  I 
agreed  with  this  gentleman  to  sell  the  majority  of  our  stock  at  so  much  cash  and  st» 
much  preferred  and  common  stock  in  the  International  Company.  My  connection 
with  the  matter  was  verv  simple.  I  simply  said  to  this  gentleman,  "You  bring  me 
a  list  of  the  companies  tliat  you  pro{M)se,  or  that  are  proposed  to  be  sold  out  to  tbe 
International  Company.  Now,  if  you  will  set  this  certain  list,  and  every  CHie  of 
them  is  sold  to  the  International  Company.  I  will  sell  you  the  majority  of  our  stock 
at  so  much  cash  and  so  nmch  prefenvd  stock,  provided  the  capitalization  of  the  com- 
pany, the  stock  issuofi,  with  thvt^  comi^anies  m,  shall  not  exceed  a  certain  amount.'^ 
That  was  just  simply  the  transaction  that  I  had  with  him. 

Q.  Yes. — A.  Knowing  as  I  did — at  k^ast  I  thought  I  did;  yon  do  not  alwa3r8  knov 
what  vou  think — I  thought  on  that  capitalization  that  the  concern  was  all  right. 

Q.  (Bv  Mr.  Farquhak.)  This  bonded  indebtedness  you  spoke  of,  was  that  con- 
tracted before  this  combination  or  after  the  combination? — A.  It  was  contracted — ^I 
Uiink  the  mortgage  is  dated  I)i»com))er  1,  1898. 

Q.  (By  Mr.  Jenks.)  It  was  (•()ntracte<l  by  the  International  Silver  Company  itself, 
after  the  organization  was  made? — A.  By  the  International  Silver  Company,  yes. 

Q.  Did  the  coniimny  take  over  a  bonded  indebtedness  from  different  compianie^  it 
purcliascni? — A.  \es. 

CX)MPKTITOIW. 

Q.  That  was  issued  in  part  for  that? — A.  Yes;  the  International  Company,  of  course, 
when  they  lK)ught  these  plants,  assumed  all  the  liabilities  and  paid  the  debts.  Why, 
as  you  might  say,  this  International  Company  was  a  sort  of  family  arrangemerit 
between  a  few  Connecticut  concerns  that  were  all  neighbors  and  friends  ana  knew 
all  alxmt  each  other.  Of  course,  there  are  probably  40  or  50  concerns  in  the  same 
kind  of  busincK**  outside  throughout  the  United  States.  We  did  not  get  after  them 
particularly  and  they  have  not  l)een  after  us.  We  have  got  another  concern  right 
there  in  our  own  town;  a  competing  concern,  oraanized  under  the  New  Jersey  law. 

Q.  What  concern  is  that? — A.  C.  Rogers  &  Bros.,  right  in  a  competing  line  of 
business.  There  is  a  large  concern  in  (Cincinnati — Reed  &  Barton,  of  Taunton;  and  I 
could  name  you  probably  40  different  concerns  in  the  same  line  of  business.  Bat 
our  company  is,  as  I  say,  a  Connecticut  company,  with  the  exception  of  this  small 
concern  out  in  Lyons,  J^ .  Y. 

NO  "good  will"  in  the  business. 

Q.  With  reference  to  your  own  establishment,  the  International  Silver  Company, 
what  proportion  of  the  value  of  your  business  do  you  consider  is  in  plants,  and  what 
proportion  in  trade-marks,  what  proportion  in  good  will — speaking  broadly,  of 
course? — A.  I  do  not  consider  that  the  International  Company  has  any  good  will 
We  have  not  been  in  ])U8iness  long  enough  to  have  a  good  will. 

Q.  When  the  International  Silver  Company  bought  these  plants  I  suppose  it  bought 
some  good  will? — A.  It  bought  the  traae-marks;  it  bought  the  traae-mark  of  onr 
concern,  and  we  still  manufacture  goods  under  that  trade-mark  and  sell  them  under 
the  name  of  the  International  Silver  Company. 

Q.  Then  you  do  not  consider,  as  far  as  your  own  plant  was  concerned,  that  yonr 
connection  with  customers  and  so  on,  which  is  ordinarily  OEdled  good  will,  had  any 
special  value  besides  the  trade-marki^ — A.  No,  no. 

Q.  In  taking  the  company  as  it  stands,  then,  what  proportion,  would  you  say,  of 
the  value  of  the  plants  is  in  tandble  property  and  what  proportion  in  bnmds-,  trade- 
marks, and  so  on? — A.  Well,  I  nave  not  got  those  figures;  I  could  not  answer  here. 

Q.  You  might  give  a  pretty  definite  estimate? — A.  W'^ell,  I  do  not  think  I  could.  I 
do  not  think  that  is  a  question  I  should  like  to  answer  without  our  balance  sheet 
before  me. 

Q.  Can  you,  perhaps,  send  us  that  information? — A.  Yes;  I  will  send  it  to  you  very 
readily. 
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Q.  Very  well;  I  will  ask  you  to  do  that. — A.  Yes;  I  will  do  that. 

(The  following  was  furnished  bv  the  witness  November  16,  1899:  "In  my  opin- 
ion the  proportion  of  the  value  of  the  International  Silver  Company's  property  in 
plants,  madiinery,  merchandise,  etc.,  is  from  45  to  50  per  cent.  I  think  this  is  a  per- 
fectly fair  and  correct  statement.'*) 

Q.  (By  Mr.  Clarkb.)  The  establishments  which  consolidated  had  an  established 
business,  had  they  not? — A.  Yes. 

Q.  There  was  good  will  attached  to  that  business,  was  there  not? — ^A.  No;  I  should 
say  not;  not  reaUy  what  you  would  call  good  will.  I  presume  that  the  history  of  the 
concern  that  I  managed  was  the  history  of  all  the  concerns.  We  made  and  lost  cus- 
tomers every  day.  Human  nature  is  pretty  much  alike.  The  trade  simply  knew 
that  when  they  got  a  piece  of  goods  stamped  with  our  name,  it  was  a  good  piece  of 
goods;  but  I  do  not  think  they  cared  anything  about  the  manager  of  the  old  Wilcox 
Plate  Company  or  any  of  the  salesmen. 

Q.  (By  Senator  Kyle.)  It  is  true  that  everv  institution  has  ^ood  will  and  it  is  val- 
uable to  the  institution? — A.  Well,  I  do  not  think  it  is  as  true  m  these  days  as  it  was 
20  years  ago.  The  company  I  formerly  managed  was  called  the  Wilcox  Silver  Plate 
Companv.  We  stampea  that  name  on  our  goods.  Now,  if  the  same  salesmen  should 
go  out  onering  goods  stamped  John  Jones  &  Co.,  they  could  not  sell  them.  I  say 
there  is  no  good  will  about  that.  They  might  like  the  Wilcox  Plate  Company.  But 
..  say  the  gixxl  will  is  the  trade-mark.  There  is  a  difference  between  the  trade-mark 
and  good  will. 

Q.  (By  Mr.  Clareb.)  You  had,  and  each  of  these  concerns  had,  a  certain  number 
of  prettv  re^lar  customers,  I  suppose? — A.  Why,  yes;  we  have  probably  got  men  on 
our  books  that  buy  goods  of  us  that  bought  them  of  us  15  years  ago,  20  years  ago 
perhaps. 

Q.  It  cost  something  to  secure  the  trade  of  those  customers  and  to  hold  it,  did  it 
not? — A.  Yes;  it  cost  the  salaries  and  expense  of  traveling  men. 

Q.  Is  not  that  good  will? — A.  Well,  we  have  these  men  traveling  all  through  the 
entire  country.  I  do  not  know  that  it  i~good  will  particularly.  As  I  say,  they 
would  not  buy  our  goods  if  they  were  not  stamped  Wilcox  Silver  Plate  Company. 
The  value  is  in  the  trade-mark,  and  not  in  the  fact  that  Jones,  Brown,  or  Smith  runs 
the  concern  or  is  known  as  manager  of  the  concern. 

Q.  Do  you  not  think  that  when  a  concern  treats  its  customers  with  such  fairness 
that  they  like  to  trade  there  and  they  voluntarily  send  orders  there,  there  is  a  good 
will  attaching  to  that  establishment? — A.  Yes;  1  should  think  so  if  we  sat  down  in 
our  factories  and  received  orders  that  way.  Then  I  should  think  there  might  be 
good  will. 

Q.  (By  Mr.  Ratchford.)  Do  you  not  think  that  it  is  equally  true  in  a  case  where 
one  salesman  is  putting  your  goods  on  the  market^  and  a  salesman  representing  a 
rival  concern  is  putting  goods  on  the  market,  and  going  and  soliciting  patronage,  and 
yours  is  preferred ;  do  you  not  think  the  same  will  hold  equally  go^ — the  brand  on 
your  wares  does  much  towards  selling  your  good£(? — ^A.  Yes*  tlSit  is  what  does  sell 
our  goods 

COMBINATION   MEANT  TO  MAKE  ECONOMIES  AND  REPRESS  COMPETITION. 

Q.  (By  Mr.  Farquhar.)  You  seem  to  think  that  there  is  an  open  standing  compe- 
tition all  the  time  even  against  trade-marks  and  standard  goods.  What  was  the 
purpose  of  your  combination — ^to  repress  this  competition,  or  to  make  economies  in 
manufacturing? — A.  That  was  just  what  we  were  trying  to  do;  both. 

Q.  Both? — A.  To  make  economies  and  put  the  thmg  under  one  administration,  just 
as  I  said  before.    That  is  about  all  there  is  to  it. 

Q.  (By  Mr.  Jenks.)  Do  you  get  also  what  you  consider  a  decided  advantage  from 
the  common  use  of  these  trade-marks  that  you  had  before  in  separate  establish- 
ments?— A.  Certainly;  we  get  this  advantage!^  that  if  formerly  there  was  a  trade- 
mark— well,  take  the  factory  that  1  represented,  the  Wilcox  Silver  Plate  Company — 
if  our  man  went  to  sell  a  man  a  tea  set,  and  the  price  of  that  tea  set  was  $28,  and  he 
was  met  by  the  Meriden  Britannia's  man,  who  said  that  he  would  sell  it  for  |27.50 — 
of  course,  the  International  Silver  Company  control  the  prices  of  all  the  wares  made 
by  them  now. 

Q.  Both? — ^A.  The  Meriden  Britannia's  man  and  the  Wilcox  Silver  Plate  Com- 
pany's man  would  not  go  and  cut  each  other's  throats. 

Q.  Supposing  you  find  that  one  brand  is  particularly  popular,  for  some  reason  or 
other,  do  you  get  any  advantage  in  being  able  to  turn  two  or  three  factories  on  that  one 
brand? — A.  Well,  I  do  not  know;  we  have  not  got  along  as  far  as  that.  We  have 
not  tried  anything  of  that  kind. 

Q.  So  that  you  nave  not  found  anything  of  that  kind? — ^A.  No. 
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PRICBB  NOT   HIQBBE  BY  RBAflON  OP  OONBOUDATION. 

Q.  (By  Mr.  Ratchpobd.)  That  combination,  if  it  resalts  in  the  retaining  of  prieeea 
between  the  repreeentatives  of  the  two  rival  oonoems,  sorely  makes  dearer  silver  fcr 
the  consumer,  does  it  not? — A.  Thev  are  not  in  rival  oancems. 

Q.  They  were  at  one  time?— A.  Yea. 

Q.  Andbecaoseof  the  combination  prices  are  maintained?— A.  Asfsrastheprodnct 
of  the  International  Silver  Company  is  oonoemed,  yes;  not  as  between  oataideis,  oi 
course. 

Q.  The  International  Silver  Company  represents  now  both  of  the  oonoems  of  whidi 
you  spoke  a  few  minutes  ago? — A.  Yes;  those  two;  yes. 

Q.  The  result  to  the  consumer  is  what — hisher  pnces?— A.  No.  As  I  said  before, 
the  consumer  to-day  is  buying  his  goods  reuitively  cheaper  than  he  was  before  the 
International  Silver  Company.  And  allow  me  to  say  even  if  that  was  true  belore, 
the  consumer — ^perhaps  you  will  not  care  to  have  my  particular  views  here;  I  did 
not  come  here  to  air  them. 

INTBRfflrr  OP  WORKMSN  IN  SUFPRmSINO  COMFErmON. 

Q.  Yes;  we  do. — A.  Even  if  that  was  true,  when  a  concern  meets  this  competitioB 
and  has  the  same  facilities  for  manufacturing  goods  and  has  the  same  efforts  put  intD 
the  management  of  the  business,  and  when  the  struggle  of  the  competitors  simplj 
means  the  survival  of  the  fittest,  one  of  those  against  uie  other,  who  has  to  stand  the 
brunt  of  it?  It  is  the  man  that  stands  at  the  bench  and  makes  the  goods,  every 
time.  He  is  cut  down  5  per  cent;  he  is  cut  down  10  per  cent  Now,  I  say  a  fasr 
price  to  the  consumer  that  would  pay  a  fair  percentage  on  the  capital  invested  is  the 
proper  thing  for  the  labor  that  makes  the  goods  to  advocate  every  time. 

Q.  Does  the  man  at  the  bench  invariably  receive  a  share  of  the  advance  in  the 
prices? — A.  I  do  not  know. 

Q.  That  is  a  very  material  point  As  a  manufacturer,  it  seems  to  me  you  ought  to 
know  it. — A.  I  only  know  I  managed  one  concern  for  31  years,  and  the  employees 
that  have  been  with  us  for  years  have  always  in  good  times — ^they  always  get  the 
benefit  of  increased  business  and  increased  prices. 

Q.  You  said,  previously,  that  the  wages  during  the  past  year  had  advanced  from 
6  per  cent  to  7  J  per  cent? — A.  Yes;  I  did  say  so. 

Q.  Has  that  been  in  proportion  with  the  advance  of  the  wares  in  the  markets? — A. 
Yes;  fully  so. 

WAGBB   ARE  NEVER  RAISED  VOLUNTARILY — NUMBER  OP  WORKMEN — MANAGEMENT  OP 

THEM. 

Q.  (By  Mr.  A.  L.  Harris.)  Has  this  advance  been  voluntary  on  the  part  of  the 
company? — A.  No,  sir;  I  do  not  think  that  is  human  nature.  I  think  tnat  when  a 
man  wants  more  he  comes  and  asks  for  it 

Q.  My  (question  was  whether  it  was  voluntary  on  your  part  to  raise  wages  when 
the  prices  increased? — ^A.  No,  sir;  and  the  employees  know  it  just  as  well  as  the  pro- 
prietors do. 

Q.  (By  Mr.  Ratchpord.)  Without  an  oiganisation  among  vour  men,  how  are  wages 
lookea  aftei^ — ^A.  As  I  stated,  there  is  no  uniform  scale  of  wages.  Take  what  we 
call  the  spoonmakers,  or  the  turners  and  solderers.  One  man  is  worth  double  what 
the  other  is,  perhaps;  one  man  is  worth  25  per  cent  more  and  one  man  is  worth  one- 
third  more;  it  is  skilled  labor.  It  is  not  like  wheeling  a  wheelbarrow  or  carrying  a 
hod,  and  one  man  can  do  very  much  better  work  and  very  much  faster  work  tlun 
another. 

Q.  (By  Mr.  Farquhar.)  Do  you  pay  by  the  time  or  piece? — ^A.  Most  of  the  labor 
is  done  oy  time — day  work. 

Q.  Then  how  are  you  able  to  single  out  the  experts  among  your  employees? — A. 
Why,  I  think  that  is  very  easily  done.  We  have  never  found  any  trouble  about 
that.  We  have  never  found  any  trouble  about  a  man  soldering  up  a  tea  set,  if  you 
please^  and  doing  it  quicker  than  another,  and  nicer. 

Q.  (By  Mr.  Jenks.)  About  how  many  men  do  you  employ  now  altogethei? — ^A.  In 
the  International  Silver  Company? 

Q.  Yes. — A.  I  can  not  tell  you. 

Q.  About  how  many  men  aid  you  have  in  your  plant  before  that?-  -A.  I  should 
say  we  had  about  400. 

Q.  Taking  the  separate  plants  that  you  have  in  the  establishment  now,  would  they 
run  on  an  average  260  to  400  in  a  plant— not  over  400?— A.  I  should  not  think  they 
would  average  that. 

Q.  Would  they  average  300,  say? — A.  That  would  be  nearer  it 
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Q.  Your  idea  is  that  one  superintendent,  by  personal  observation,  can  follow  300 
men  closely  and  so  can  pick  out  these  good  men  without  difficulty? — A.  Yes. 

Q.  (By  Senator  Kyle.)  What  proportion  is  skilled  labor? — A.  I  should  say  90  per 
cent. 

Q.  That  was  true  in  your  own  private  establishment  before  the  organization  of  this 
company? — ^A.  Yes. 

CASH  VALUB  OF  PLANTS  AND  TRADB-MARK8. 

Q.  (By  Mr.  Jbnks.)  We  will  come  back  for  a  moment  to  this  question  of  capitali< 
zation.  What,  in  your  judgment,  at  the  present  time,  would  be  the  cash  value  of 
your  plants  and  trade-marks? — A.  Well,  is  that  a  proper  question  to  ask  me? 

Q.  1  think  so. — A.  About  the  inside  of  a — you  might  sajj — a  private  corporation? 

Q.  If  you  will  pardon  me,  I  will  give  a  reason  for  asking  it  We  hear  a  great  deal 
in  these  late  days  in  reference  to  the  evils  that  come  from  overcapitalization.  This 
commission  has  as  one  of  its  chief  duties  to  recommend  legislation  to  different  States 
and  to  the  United  States,  and  that  question  comes  up  as  a  very  pertinent  one,  whether 
any  legislation  can  be  suggested  to  prevent  what  is  often  considered  an  evil  along 
that  line.  You  yourself  suggested  that  when  Mr.  Stewart  came  to  you  you  put  down 
as  one  condition  of  your  siue  that  the  amount  of  capital  stock  should  not  oe  over  a 
certain  fixed  sum.  So  this  question  is  one  that  we  have  asked  regularly  of  many 
people,  and  we  have  had  it  answered  with  considerable  frankness.  Of  course,  we 
expect  only  an  estimate,  unless  you  have  an  opportunity  to  consult  your  books.  I 
would  just  as  soon  put  it  in  another  way,  as  su^ested  to  a  witness  yesterday,  if  you 
like.  How  does  the  capitalization  of  the  company  compare  with  the  cash  values?  A 
gentleman  said  yesterday  he  thought  about  5  to  1  in  his  establishment.  Now,  if  you 
can  give  us  information  m  reference  to  yours  we  shall  be  glad  to  have  it. — A.  Won't 
you  please  state  that  question  again? 

Q-  Shall  I  state  it  in  the  first  or  the  second  form? — A.  In  the  second  form.  That 
sounds  better. 

Q.  What  proportion  of  the  capitalization  of  your  company,  the  International  Sil- 
ver CJompany,  do  you  consider  the  cash  value  of  the  plants  and  trade-marks  to  form? 
Now,  you  are  capitalized  at  $20,000,000. — A.  Well,  I  do  not  think  I  ought  to  answer 
that  question.  I  am  inclined  to  be  perfectly  willing  to  give  vou  anything.  I  have 
nothing  to  conceal  about  our  company.  As  I  said,  this  is  all  a  family  matter;  but 
when  you  come  to  ask  about  the  details  of  our  business  in  that  way — I  can  not  give  it 
to  you  here,  because  I  have  not  any  figures  anyw^ay,  and  I  do*not  suppose,  you  would 
care  about  opinion  or  guess  particularly. 

Q.  That  is  what  I  want,  your  personal  opinion  on  the  matter. — A.  I  haven't  any. 
You  want  to  know,  as  I  understand,  what  the  cash  value  of  our  assets  is. 

Q.  As  compared  with  your  capitalization  of  $20,000,000.  I  would  just  as  soon  put 
it  in  another  way,  still,  ii  you  like.  If  we  use  the  word  in  the  ordinary  sense,  about 
how  much  water  is  there  in  your  stock?  I  am  not  sure  that  I  should  have  asked  that 
question  in  that  form,  but  ordinarily  we  have  had  the  former  question  answered 
with  frankness  by  most  of  the  witnesses. — A.  Well,  I  can  answer  that  question  by 
saying  that  it  may  be  a  matter  of  opinion  what  the  trade-marks  and  patents  and  this 
sort  of  thing  are  worth.  I  might  consider  them  worth  $1,000,000  and  somebody  else 
might  consider  them  to  be  worth  $10,000,000.  I  do  not  think  my  opinion  is  of  any 
particular  value  to  this  commission,  as  I  am  a  private  individual,  ana  I  do  not  know 
that  I  care  to  express  opinions  here.    I  will  give  you  all  the  facts  I  have  got. 

Q.  If  you  are  imwilling  to  give  an  opinion,  would  you  be  willing— any  more  will- 
ing— to  send  us  the  facts  after  you  have  an  opportunity  of  ascertaining  what  they 
are? — A.  What  do  you  mean  by  that? 

Q.  You  said  a  while  ago  that  you  could  only  give  a  bare  opinion  here  until  you  con- 
sulted the  books.  I  thought  you  would  rather  pve  us  an  opinion  than  what  your 
books  show.  The  impression  was  that  your  opinion  would  be  definite  enough  for 
the  purpose  of  the  commission.  As  I  explained  before,  this  is  a  question  which  is 
really  of  much  public  interest,  and  the  commission  has,  practically,  to  express  an 
opinion  on  this  matter,  and  we  have  gathered  what  information  we  could  find  from  a 
number  of  establishments. 

Q.  (By  Senator  Kyle.)  May  I  ask  what  was  your  answer  to  the  question  a  while 
ago  as  to  the  value  of  your  plant,  as  you  operated  it  before  the  oi^ganization  of  this 
new  combination? — A.  We  considered  our  plant  worth  $1,500,000. 

Q.  That  is  exclusive  of  good  will  and  traae-marks? — A.  Trade-marks,  etc. 

Q.  Everything? — A.  I  will  answer  your  question  by  guessing  what  I  consider  the 
trade-marks  and  patents  of  the  International  Silver  Company  worth.  It  is  personal 
opinion,  not  my  official  opinion. 
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Q.  That  IB  all  we  care  for. — ^A.  I  oonader  it  worth  $10,OOOyU)0. 

Q.   (By  Mr.  Jbnkb.)  You  exclude  from  that  the  plants? — A.  Yes. 

Q.  And  what  do  you  consider,  speaking  roundly,  the  value  of  the  plantiC— A.  I 
should  consider  the  value  of  the  plants  and  the  merchandise,  etc.,  as  much  moic. 
perhaps. 

Q.  So  far  as  your  opinion  as  to  the  value  of  the  plants  is  concerned,  you  conaider 
that  a  pretty  positive  one,  do  you? — ^A.  Yes. 

OOMPANiaS   ABSORBBD  BY  THE  INTKBMATIONAL  SILVER  COMPANY. 

Q.  Can  you  give  us  the  names  and  locations  of  the  plants  that  went  into  thif 
organization? — A.  I  think  I  can,  most  of  them:  The  Wilcox  Silver  Plato  Company, 
the  Meriden  Britannia  Company,  the  Meriden  Silver  Plate  Compan]^,  in  Meriden;  tbe 
Bu'ber  Silver  Plate  Company,  the  Willuun  Rogera  Manufacturing  Company,  d 
Hartford,  Conn.:  the  Rc^rs  Brothers  and  Rogers  &  Hamilton,  of  Water&ary, 
Conn.;  the  Middletown  Pmte  Company,  of  Middletown,  Conn.;  the  Derbv  SOtpt 
Company,  of  Derby,  Conn.;  the  Holmes  Edwards  Silver  Company,  of  Bri^^pon, 
Conn.;  the  Simpson,  Hall  &  Miller  Company,  of  Wilmington,  Conn.;  SimmnD 
Nickel  Plate  Company^  of  Wilmington,  Conn. ;  Norwich  CuUery  Company  of  Nor- 
wich; the  Manhattan  Silver  Company,  of  Lyons,  N.  Y.  (that  is  the  concern  I  spoke 
of  where  we  simpler  own  the  stock) ;  the  Standard  Silver  Company,  of  Toronto,  Ou* 
ada.    I  gue««  that  is  all. 

Q.  That  is  15? — A.  I  guess  that  is  all;  the  Wattrous  Manufacturing  Compsny, 
Warrington,  Conn. 

WALL  OTREET  POOL. 

Q.  During  the  months  of  March  and  April  the  common  stock  of  the  Intematioiial 
Silver  Company  was  selling  in  the  thirties  somewhere;  soon  after  the  1st  of  May  tiir 
common  stock  dropped  to  below  15,  considerably;  11,  12.  There  was  a  good  dol 
of  talk  in  the  papers  at  the  time  about  pooling  of  the  common  stock.  Will  yoabe 
kind  enough  to  give  us  a  statement  as  to  the  circumstances? — A.  I  can  not  gii? 
you  anv.  The  Wall  street  end  I  know  nothing  about;  I  have  nothing  to  do  with 
that  I  can  not  give  you  any  information  in  regard  to  it  at  all.  I  can  not  gues- 
about  it,  even. 

Q.  (By  Mr.  Farquhar.)  This  is  listed  stock  on  the  New  York  Exchange,  is  it 
not? — A.  The  common  only. 

Q.  Common? — A.  Yes.  Well,  it  is  what  they  call  the  unlisted ;  they  call  it  then; 
but  it  is  not  regular ;  it  is  in  unlisted  securities. 

TERMS  OF  BALK  OF  WILOOX  SILVER  PLATE  COMPANY. 

Q.  (Bv  Mr.  A.  L.  Harris.)  When  these  plants  were  purchased,  in  what  were  they 
paid  forr— A.    I  do  not  know.  sir. 

Q.  You  were  not  in  there  then? — A.  No,  sir. 

Q.  You  do  not  know  whether  it  was  cash  or  stock? — A.  No,  sir ;  I  do  not  know. 
With  the  exception  of  one  plant,  I  do  not  know  what  any  of  them  got. 

Q.  In  the  case  of  that  one  plant,  which  was  your  own,  did  you  receive  in  payment 
cash  or  stock? — ^A.  We  received  in  payment  one-third  in  cash  and  two-thiros  m  pre- 
ferred stock. 

Q.  Preferred  stock? — A.  Yes,  the  preferred  stock;  also  one-half  of  the  preferred 
in  common  stock. 

Q.  Well,  vou  had  some  idea  of  what  the  values  of  these  different  companies  wei^ 
the  value  of  the  property  that  you  were  obtaining  in  these  different  companies,  »t 
the  time,  had  you  notf— A.  As  I  said,  my  arrangement  was — ^my  proposition  was-4hal 
if  the  International  Silver  Company  would  obtain  possession  of  these  companies- 
and  the  Derby  Company  there  and  the  Middletown  Company  were  left  out ;  these 
companies  we  have  bought  since  that — if  they  would  obtain  possession  of  tliese  com- 
panies on  a  capitalization  of  a  certain  amount,  that  I  woula  sell  a  majority  of  the 
Wilcox  Plate  Company  stock  to  this  man;  what  they  were  paid  I  aured  nothing 
about.  I  said,  here  is  the  capitalization  of  these  companies;  .they  are  aXl  fozniiiar  tp 
me,  and  my  judgment  is  based  on  that  capitalization;  with  these  companies  in,  it 
would  be  a  success;  now,  you  can  buy  the  Meriden  Britannia  Company  for  |l,OOO.or 
$2,000,000  for  all  I  care. 

Q.  And  vour  plant  was  taken  on  that  proposition? — A.  Yes. 

Q.  Would  you  care  to  state  to  the  commission  what  that  proposition  was?— A.  I 
would  just  as  lief  as  not.  As  I  have  stated,  if  anvone  wants  to  know,  I  can  tell  them. 
For  par  value  of  our  stock,  $25  a  share,  our  stockholders  got  $25  in  cash,  and  $50  m 
preferred  and  $25  in  common  stock. 

1  See  Mr  Rogers,  p.  106& 
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NO  GOOD   WILL  IN  THE  BUSINESS. 

Q.  (By  Mr.  Claiikb.)  Now,  what  did  this  $50  in  preferred  stock  and  $25  in  com- 
mon stock  reprsBent?— A.  It  represented  the  stock  of  the  Interrational  Silver  Com- 
pany based  on  this  capitalization  which  I  said  I  would  so  in  at. 

Q.  You  considered  that  your  stock  had  become  worth  that  much  above  par? — A. 
Yes,  I  did. 

Q.  Well,  what  made  it  worth  that  much  above  par? — ^A.  Our  previous  earnings, 
sir. 

Q.  Well,  that  is  good  will,  is  it  not? — A.  No,  sir. 

Q.  It  is  success  in  business,  is  it  not? — A.  Yes. 

Q.  It  is  having  a  line  of  custom  well  established,  which  you  think  ^ou  can  main- 
tain?— A.  Well,!  should  differ  with  you  on  that.  I  suppose  that  is  a  matter  of 
opinion.  As  I  said  before,  if  the  Wilcox  Plate  Company  niad  remained  in  business 
as  a  separate  organization  and  had  stamped  our  goods  John  Jones  <&  Co.,  simply,  we 
could  not  have  sold  them.  I  say  it  is  our  trade-mark,  and  not  because  the  public 
like  us  particularly. 

Q.  Your  trade-mark  was  yours,  was  it  not? — A.  Yes. 

Q.  The  trade-mark  itself  did  not  cost  anything? — A.  I  think  it  did.  It  cost  us  a 
great  many  years  of  labor,  and  a  great  many  thousand  dollars  in  money,  before  we 
could  make  the  people  believe  that  that  trade-mark  was  a  valuable  thine. 

Q.  That  ia  just  the  point  I  want  to  bring  you  to:  whether  or  not  the  aevelopment 
of  your  business  had  not  taken  some  form  that  other  people  call  good  will;  you  call 
it  trade-mark;  it  is  the  same  thing. — A.  As  I  say,  that  is  a  matter  of  opinion.  I  call 
it  trade-mark,  and  you  simply  call  it  good  will. 

DIMINUTION  OP  CX)MPETrriON — CX)MPBTrnON  REMAINING. 

Q.  (By  Mr.  Farquhar.)  In  part  of  your  testimony  you  said  that  there  was  guite 
a  fierce  competition  between  various  firms  and  corporations  in  your  line  of  business 
previous  to  this  combination.  Has  it  been  your  experience  that  since  you  have 
combined  you  have  eliminated  a  good  deal  of  that  competition? — A.  No,  sir;  we 
have  eliminated  whatever  competition  there  was  between  the  concerns  on  that  list. 

Q.  In  other  words,  you  have  16  plants  here,  15  of  which  were  in  direct  trade  oppo- 
sition to  you  in  the  Wilcox? — A.  Yes. 

Q.  Since  you  have  combined  there  are  15  competitors  that  have  gone  out  of  biisi- 
nesei? — A.  Yes;  that  is  right. 

Q.  Now,  you  answered  a  short  time  ago  that  you  simply  made  the  combination  on 
account  of  economies  in  manufacturing,  and  the  control,  of  course,  of  larger  capital; 
but  is  it  not  a  fact  that  one  of  your  main  reasons  for  going  into  the  combination  was 
to  stop  this  ruinous  competition,  even  in  your  neighborhood,  or  in  the  Connecticut 
manuuu;ture? — ^A.  Certamly  it  may  have  l>een  an  added  reason  to  those  I  have  given 
you. 

Q.  Was  it  not  as  good,  if  not  a  better,  reason  than  simply  the  economies  of  manu- 
facture?— ^A.  I  should  say  not.  I  should  say  that  the  reasons  were  about  equal  in  that 
respect. 

Q.  Could  you,  if  you  desired,  now  under  the  combination  arbitrarily  raise  prices  at 
any  time  ana  force  the  market  up? — A.  No,  sir. 

Q.  Is  there  enough  competition  outside  of  your  combination  to  force  the  prices 
down  and  keep  them  down? — A.  Yes. 

Q.  Is  that  competition  now  active  against  you? — A.  Yes. 

Q.  Are  they  underselling  you  in  any  place? — A.  Yes. 

Q.  Do  you  maintain  as  many  men  on  the  road  as  before  the  combination? — A.  Yes; 
I  think  more. 

Q.  (By  Mr.  Jenks.)  Do  you  meet  their  cuts  in  prices? — A.  No,  sir. 

Q.  (By  Mr.  Ratchford.)  Is  it  or  is  it  not  a  fact  that  the  earning  of  your  combina- 
tion have  been  increased  more  largely  by  reason  of  the  elimination  of  competition 
than  by  the  economy  in  manufacture? — A.  I  can  not  teU  you  until  next  February  or 
March,  when  we  take  our  inventory. 

Q.  What  is  your  opinion  about  it?  Have  you  any? — A.  No,  sir;  I  can  not  express 
anv. 

Q.  (By  Senator  Kyle.)  You  stated  a  moment  ago  that  you  knew  of  about  40  con- 
cerns outside  of  yours? — A.  I  should  say  about  that. 

Q.  Are  they  manufacturing  a  quality  of  goods  similar  to  your  own? — A.  Reed  & 
Barton  have  been  in  the  business  longer  tlmn  any  of  the  firms,  and  it  is  understood 
to  the  trade  in  a  general  way  that  they  manufacture  the  very  best  goods,  and  have 
for  many  years— Keed  &  Barton,  Taunton. 
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Q.  So  in  your  judgment,  if  you  were  to  force  the  price  of  your  finished  prodwls 
above  a  certain  piaint,  they  would  supply  your  trade? — A.  Undoubtedly  they  woaii 
There  are  a  number  of  very  large  concerns  that  are  still  in  competition  with  os.  As 
I  have  already  stated,  and  repeat  again,  ours  is  a  sort  of  neighoorhood  matt^,  tkt 
we  thoueht  would  be  the  best  thing  for  friends  and  neighbors  right  around  os.  If 
you  gentlemen  were  selling  goods,  vou  would  find  out  that  there  was  some  competi- 
tion outside  of  the  International  Silver  Company,  I  gueas. 

QlTALmr  OP  GOODS  MAINTAINKD  OR  IMPROVED. 

The  International  Silver  Company  owned  the  original  trade-marks  of  Rogereptoe, 
which  we  consider  very  valuable  on  spoons  and  forks.  There  are  about  1,400  Rogeis 
families  started  up;  all  sorts  of  Rogerses. 

Q.  (By  Mr.  Jenks.)  Is  there  anv  special  Rogers  brand?  Airv  special  date  wludi 
is  considered  to  be  the  standard,  the  eenuine? — A.  Yes;  1847,  Rogers  Brothers. 

Q.  You  own  that  tiude-mark? — A.  Yes. 

Q.  That  is  the  one  you  manufacture  undei? — A.  Yes;  that  is  the  one  we  consider 
very  valuable. 

Q.  Since  the  International  Silver  Company  has  been  in  business  it  has,  of  coni«, 
been  uning  this  trade-mark.  Has  the  quality  of  the  goods  on  which  that  taide-ina^ 
is  put  bet»n  kept  exactly  as  it  was  before? — A.  Yes;  I  will  not  say  that;  I  think  beti«T. 

Q.  You  are  positive  not  poorer? — A.  Yes.' 

Q.  (By  Senator  Kyle.)  You  have  added  something  to  the  Wilcox  brand?— A.  We 
can  not  add  to  that ;  that,  Senator,  was  always  up  to  Al ;  that  can  not  be  added  to:  the 
people  in  the  country  for  these  years  ask  for  Wilcox,  and  they  buy  it. 

WALL  IfrREET  POOL  (rEBUMED)  . 

Q  (By  Mr.  Jenkb.)  You  said  a  moment  ago  that  you  and  the  company  kDe» 
nothing  about  the  Wall  street  end  of  the  business.  I  suppose  that  is  so.  May  I » 
one  further  question  alons  that  line?  Did  you  yourself,  after  receiving  yourcotnmt^ 
stock,  assign  part  or  all  of  that  to  a  New  York*  banker  or  bankers  before  the  1^  » 
May  ? — A.  Did  I  myself  pernonally  ? 

Q.  You  or  your  firm — the  person  to  whom  the  common  stock  was  given  Tfhefl 
you  sold  out. — A.  The  common  stock  was  given  to — we  had  ninety-odd  stockholder 

Q.  Well,  personally. — ^A.  That,  I  think,  comes  right  down  to  personal  matters  d 
Dodd. 

Q.  I  tried  to  make  it  pointed. — A.  I  can  not  answer  that  unless  you  compel  me  to- 

Q.  I  really  think  you  ought  to.  I  presume  there  is  no  harm  in  it? — A.  No;  th«e 
is  no  harm,  I  suppose.  I  am  a  law-aoiding  citizen,  and  I  should  not  have  interfered 
with  the  law. 

Q.  The  question  is,  did  you  assign  it? — A.  Why,  I  do  not  believe  I  want  to  answer 
that. 

Q.  I  think  it  is  rather  an  important  question,  for  the  purpose  of  the  commission, 
and  that  it  ought  to  be  answered. — A.  Well,  I  think  you  are  coming  down  to  my 
private  affairs.  Have  my  private  affairs  anything  to  do  with  the  pubfic,  with  a  Con- 
gressional commission? 

Q.  The  way  in  which  the  stock  of  the  industrial  combinations  of  various  kinds  k 
dealt  with,  manipulated  and  so  on,  in  Wall  street,  is  very  important,  and  the  sn^*" 
tion  of  legislation  that  may  tend  to  lessen  what  many  people  consider  to  be  tho* 
evils  is  an  exceedingly  important  part  of  the  work  of  the  Industrial  Commission. 
The  commission,  in  consequence,  feels  it  important  to  have  some  facts  to  ba«  J^ 
ommendations  on. — A.  Well,  supposing  I  had  gone  into  the  market — ^if  you  will  allofr 
me  to  ffo  on  in  an  informal  way 

Q.  Certainly. — 
common  stock 

Eool  that  ^ ,    ^__^ ^ 
ept  my  original  stock  out  of  the  ]X)ol  and  bought  500  snares  on  the  street,  and  then 
put  it  in  the  pool?    Would  that  be  a  pertinent  question? 

Q.  My  own  opinion  is,  and  I  presume  it  is  the  opinion  of  the  commission,  thatany 
inquiry  with  reference  to  a  pool  in  Wall  street,  m  connection  with  this  cotaj^ff 
which  seemed  to  have  a  very  decided  effect  on  the  common  stock,  when  there  vas* 
drop  from  considerably  over  30  to  11,  12,  or  13,  in  a  few  weeks,  is  rather  a  pertinent 

» See  Mr.  Rogers,  p.  10?2. 
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inquiry  and  a  proper  one.^  I  am  not  asking  you  the  number  of  shares  you  assigned, 
or  anything  of  that  kind.  The  question  is  whether  you  did  assign  stock  of  that  kind 
to  a  banker  or  a  firm  of  bankers  in  New  York  before  the  Ist  of  Ma>;? — ^A.  Well,  I 
can  answer  that  question.  I  had  just  as  lief  freely  answer  the  question  that  some 
stockholders  did  do  that  thing  and  that  there  was  such  a  pool  formed. 

Q.  You  know  that? — ^A.  That  I  know  from  actual  knowledge. 

Q.  That  would  r)erhape  answer  just  as  well. — ^A.  Certainly  there  was  a  pool  formed. 
Anybody  knows  that. 

Q.  Will  vou  be  kind  enough  to  give  us  the  condition  of  the  pool,  and  the  nature 
of  the  pool? — A.  Individuals  were  asked  to  put  some  of  their  stock  in  this  pool  with 
the  understanding  that  the  stock  should  not  be  sold  for  any  less  than  a  stated  price. 

Q.  And  that  stated  price? — A.  I  think  that  stated  price  was  30,  as  I  recollect  it. 
It  is  allgossip,  because  it  is  nothing  to  the  officers  of  the  international  Silver  Gompan  v. 

Q.  That  is,  as  officers? — ^A.  As  officers  of  the  CJonnecticut  company  they  had  noth- 
ing to  do  with  that.    If  the  stock  was  not  sold  it  was  to  be  returned  to  the  holders. 

Q.  That  is,  if  not  sold  before  the  1st  of  May? — ^A.  Yes;  I  think  that  was  it;  the  Ist 
of  May  or  the  Ist  of  June.  Anybody  that  knows  anything  about  Wall  street  will 
give  you  that  information,  I  suppose. 

Q.  (By  Mr.  Clarke.)  What  is  par  of  the  common  stock? — A.  $100  a  share.  This 
was  a  very  unsuccessful  deal.  One  gentleman  told  me  within  a  week  that  he  lost 
$11,000  in  it. 

Q.  (By  Mr.  Jbnks.)  You  know  from  your  own  knowledge  that  such  a  pool  was' 
formeu  on  that  condition? — ^A.  Yes. 

Q.  Now,  how  much  of  the  common  stock  was  in  that  pool? — A.  That  I  do  not  know. 
I  do  not  know  whether  it  was  a  million  or  three  million. 

Q.  That  information  is  as  much  as  I  care  for. — A.  Yes;  I  know  it  from  the  fact 
that  some  of  our  old  stockholders  came  to  me,  as  manager  of  our  company,  and  wanted 
my  advice  whether — thev  had  been  asked  to  put  their  stock  in  this  pool. 

Q.  (By  Senator  Kylb.;  This  matter  is  not  connected  in  any  way  officially  with  the 
International  Silver  Company? — A.  No;  not  in  the  least. 

Q.  It  is  a  matter  entirely  private? — A.  Entirely  private,  with  private  stockholders. 
I  simply  gave  them  my  private  advice,  and  some  of  them  acted  on  it,  and  some  of 
them  did  not.  I  think  the  pool  was  a  failure  from  the  beginning  to  the  end,  from  the 
gossip  I  got.  I  do  not  know  anything  about  the  facts.  Never  inquired,  and  do  not 
care  to. 

TEB&rS  OF  SALE  OF  WILGOX  SILVER  PLATE  COMPANY  (rESUMED). 

Q.  (By  Mr.  A.  L.  Harris.)  When  you  submitted  your  proposition  to  the  promoter 
of  this  company,  or  promoters  of  this  company,  and  agreed  to  take  so  much  cash  and 
so  much  in  common  stock,  and  so  much  in  preferred  stock,  was  that  stock  valued  at 
par? — A.  Our  stock? 

Q.  The  stock  you  were  to  take  in  payment.    Was  that  to  be  valued  at  par,  dollar 

for  dollar? — ^A.  Yes;  so  many  shares. 

■ 

1  QDOTATIONB  OF  INTERNATIOKAL  SILYEB  COMPANY  STOCKS. 

The  common  stock  was  first  called  on  the  New  York  Stock  Exchange  on  Febmarv  2, 1899.  From 
that  date  the  price  of  the  common  given  here  is  the  average  of  the  high  price  and  the  low  price  for 
the  day.  Prices  of  common  before  that  date,  and  prices  ofpreferred  throughout,  are  averages  of  bid 
prices  and  asked  prices,  as  given  by  the  Commercial  and  Financial  Chronicle. 
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Q.  Was  anything  added  to  the  value  of  your  plant  on  account  of  the  pavmait  tod 
were  to  receive,  or  was  it  the  actual  cash  value  of  the  plant? — A.  That  is  whst  iy 
valued  our  business  at. 

Q.  Well,  I  sav  the  plant  and  the  business^  0ood  will,  etc.? — ^A.  Yea. 

Q.  Nothing  else  was  added  on  account  of  that? — ^A.  Our  arrangement  was  sbnplT 
the  price  of  our  stock.  Our  stock  was  put  in  practically  at  the  rate  of  300.  It  »U 
in  better  times  for  375,  but  the  bad  times,  of  course,  reduced  the  value  of  it 

Q.  You  valued  your  plant  on  the  value  of  your  stock,  really? — A.  Yes. 

Q.  Now,  what  I  want  to  get  at  is,  whether  that  was  the  exact  value  that  you  tamed 
your  pru))erty  over  to  the  company  at,  and  received  in  payment  so  much  cash,  and  so 
much  common,  and  so  much  preferred  stock  in  the  new  company. — A.  That  is  it,  air. 

(Ttwtimony  closed) . 

[The  following  interrogatories  were  subsequently  proposed  to  the  witnese,  and  were 
answered  by  him  as  here  shown.]' 

Q.  At  what  time  were  salaries  voted  to  the  officers  and  directors  of  the  Intena- 
tional  Silver  Company? — A.  Mart!h  27,  1899,  to  date  from  January  1,  1899. 

Q.  Have  the  salaries  of  either  ofiicers  or  directors  been  increased  since  that  time?— 
A.  No.  1  would  also  state  that  no  director  receives  any  salary  unless  he  is  theacbTie 
manager  of  a  factory. 

Q.  What  are  the  salaries  (a)  of  the  president,  (6)  of  the  directors,  (c)  of  the  treasorei?— 
A.  The  president,  112,000.  Four  directors,  who  are  members  of  the  executive  coid- 
mittee  and  also  managers  of  four  of  our  largest  factories,  receive  $10,000  each  fortlieir 
entire  services  in  both  capacities.  One  director,  who  is  also  on  executive  committee 
and  a  manager  of  a  plant,  receives  $7,500.  The  treasurer  has  never  been  voted  a  ^' 
ary  and  expects  none,  as  ne  has  no  duties  to  perform  and  has  never  been  inside  of  the 
company's  office.    The  assistant  treasurer  receives  $8,000  per  annum. 

Q.  Has  the  International  Silver  Company  paid  any  dividend  on  its  preferred 
st(K',k? — A.  No. 

Q.  Were  the  salaries  of  the  officers  fixed  or  increased  at  a  meeting  when  it  wse 
decided  to  pass  a  dividend  on  the  preferred  stock? — A.  We  never  passed  any  divi- 
dend, as  no  date  was  ever  fixed  either  by  by-law,  act  of  incorporation,  or  vote  d 
directors  providing  for  the  payment  of  a  dividend. 


Mkkiden,  Conn.,  Nowmlter  Saiy  1899, 


Samuel  Dodd, 
PremUnU  of  IntemaHoncU  Silver  Ownpontr. 


Washington,  D.  C,  November  15^  1S99. 

TESTIMONY  OP  MB.  WILLIAM  H.  WATKOTTS, 

Diredur  of  the  ItUenuUional  Silver  Company. 

At  12.45  p.  m.  Mr.  William  H.  Watrous,  director  of  the  International  Silver  Com- 
pany, Hartford,  Conn.,  was  introduced  as  a  witness,  and,  being  duly  sworn,  tesd^^ 
as  follows: 

Q.  (By  Senator  Kyle.)  Will  you  state  your  full  name,  address,  and  busines8?--A' 
William  H.  Watrous,  Hartford,  Conn. 

MANAGEMENT  OP  THE   INTERNATIONAL  SILVER  COMPANY. 

Q.  (By  Mr.  Jenks.)  Are  you  connected  with  the  International  Silver  Company?— 
A.  I  am. 

Q.  In  what  capacity? — A.  I  am  manager  of  the  William  Rogers  Manufacturing 
Company. 

Q.  Are  you  one  of  the  officers  of  the  company? — A.  I  am  a  director  of  the  com^}'- 

Q.  You  spoke  of  being  the  manager  of  one  of  the  companies.  Will  you  expliun 
how  the  business  is  organized,  and  the  position  that  the  managers  hold  under  the 
directors  and  under  tne  main  officers  of  the  company? — A.  The  William  Rogers 
Manufacturing  Company  is  known  as  Factorv  H  of  the  International  Silver  Comply- 

Q.  Are  the  different  factories  designatedf  in  this  way,  by  letters,  and  a  mui»&^ 
appointed  on  salary  to  manage  each  of  them? — A.  Yes. 

Q.  Directly  under  the  officers  and  the  directors  of  the  International  Silver  Com- 
pany itself? — A.  Yes. 


» See  Mr.  Rogers,  p.  1075;  Mr.  Watroua,  p.  1066. 
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Q.  You  have  heard  the  teetimony  given  here  by  Mr.  Dodd? — ^A.  Yea. 

Q.  Does  your  own  information  and  memory  coincide  with  that  as  regards  the 
factel?— A.  Yes. 

Q.  And  as  regards  the  estimates  that  Mr.  Dodd  gave,  would  your  estimates  in  the 
main  coincide? — ^A.  Yes. 

Q.  Did  you  notice  any  discrepancies  there  at  all? — A.  No  more  than  to  call  atten- 
tion to  the  fact  that  the  $20,000,000  is  not  issued. 

Q.  Mr.  Dodd  himself  called  attention  to  that  foct,  I  believe;  that  the  amount  was 
in  the  neiehborhood  of  $15,000,000.^  Have  you  yourself  any  information  that  you 
believe  to  oe  trustworthy  with  reference  to  the  amount  of  common  stock  that  went 
into  this  pool  that  was  spoken  of? — A.  I  do  not  know  a  thing  about  it  I  have  been 
manager  of  the  William  Kogers  Manufacturing  Company  since  1879. 

GAINS  BY  CONSOLIDATION. 

Q.  So  far  as  the  advantages  of  the  combination  are  concerned,  do  you  think  that 
the  advantage  that  comes  from  the  common  use  of  the  trade-marks,  of  which  so 
much  was  said,  is  to  be  considered  one  of  the  chief  advantages— perhaps  the  chief 
advantage? — A.  Yes. 

Q.  You  consider  that  the  chief  advantagje  that  comes  to  the  combination? — A.  Of 
course  there  is  economy  in  running  the  business. 

Q.  But  on  the  whole  you  think  this  other  advantage,  perhaps,  the  greater  one? — 
A.  There  is  economv  in  buying  and  economy  in  selling. 

Q.  Do  you  yourself  think  that  the  advantagje  that  comes  from  eliminating  the  com- 
petition amongthe  different  firms  that  came  into  the  combination  is  an  unportant 
element? — A.  Well,  it  helps. 

Q.  Would  you  consider  that  as  important  as  any  of  the  economies  that  you  have 
spoken  of? — A.  I  consider  that  outsiders  set  the  price,  and  the  nearer  we  come  to 
tnat  price  the  more  we  make;  but  any  little  jealousy  between  Hartford  and  Meriden, 
bv  wnich  the  profit  is  thrown  away  to  throw  a  contract  to  that  particular  Victory,  is 
almost  eliminated  now. 

Q.  And  you  consider  that  the  elimination  of  competition  among  the  neighbors,  as 
suggested  there,  is  the  most  important  saving? — A.  No;  I  do  not  think  it  the  most 
imoortant. 

Q.  (By  Mr.  Fabquhar.)  Equally  important? — A.  Take,  for  instance,  the  cases  that 
we  put  up  our  fancy  goods  in.  We  nave  them  all  made  togeUier  by  one  party. 
While  they  were  made  before  by  one  party,  we  found  one  factory  was  paying  15  and 
another  19,  and  23,  and  another  14 — ^no  better,  but  all  different  prices,  and  scattered 
all  over.  Now  we  can  get  a  box  at  a  lair  price  and  the  same  grade;  and  so  with  a 
great  many  other  things. 

Q.  Can  you  form  any  estimate  as  to  the  saving  that  comes  to  the  International 
Silver  Company  from  using  these  uniform  boxes,  giving  laroe  oiders,  and  putting 
them  all  through  the  hands  of  one  manager? — A.  It  would  be  a  guess.  I  do  not 
know  much  at^ut  it,  but  I  should  say  it  would  be  up  in  the  thousands  of  dollars. 

Q.  In  a  year?— A.  Yes. 

Q.  (By  Mr.  Jenks.)  About  what  has  been  the  expense  per  vear  in  your  factory 
for  these  boxes  in  which  you  send  out  goodd? — A.  I  can  not  tell  you  that,  I  am  sure. 

Q.  So  that  you  can  not  give  anv  estimate  as  to  the  saving  to  the  company,  nearer 
than  up  in  the  thousands? — ^A.  Oh,  I  think  the  International  Silver  Company  saves 
thousands  of  dollars  in  every  case  like  that.  I  can  not  tell  you.  only  my  own  fac- 
tory; I  can  not  divide  them  m  any  way,  but  we  spent  a  good  deal  of  money  on  cases 
for  goods. 

Q.  And  you  have  saved  a  good  deal  by  being  able  to  get  them  in  this  way, 
uniform? — A.  Well,  possibly  we  were  the  ones  that  had  the  medium  price.  I  do  not 
know  what  any  other  companies  will  say. 

TRADB-HARKS — BALBSMBN. 

Q.  (By  Senator  Ktlb.)  I  should  like  to  know  about  this  trade-mark.  Under  the 
International  Silver  Company,  under  what  brand  do  you  stamp  your  goods? — A.  Just 
as  before,  the  Rogers  Manufacturing  Company. 

Q.  And  Mr.  Dwid,  the  Wilcox  goods? — A.  Yes;  we  have  just  as  many  agents  on 
the  road  and  sell  goods  just  the  same  way. 

Q.  (By  Mr.  Jenks.)  So  far  as  you  know,  the  same  trade-marks  are  made  now  by 
the  same  factories  as  before? — A.  Certainly. 

Q.  There  has  been  no  putting  of  trade-marks  from  one  &u;tory  to  another  at  all? — 
A.  No,  sir. 

•  See  p.  1063. 
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WORK  PBOPLX,   MEN  AND  WOMSN — NO  UNION. 

Q.  (By  Mr.  FAnQUHAR.)  Is  there  much  of  a  unifonnity  in  your  scale  of  prkeeior 
your  workininnen? — A.  No,  sir;  I  do  not  think  there  i& 

Q.  In  the  Kojfere  fac»tory,  do  you  hire  ju«t  simply  the  individuals? — A.  Yes. 

Q.  An<l  pay  tliem  acvording  to  merit? — ^A.  Yee. 

Q.  Skill  and  workmanship? — A.  Yes. 

Q.  Steadiness  of  habits,  etc.? — A.  Yes. 

Q.  Are  your  employ et»8  residenta  of  your  town  principally? — A.  Yes;  almo^  all  ci 
them  live  there,  in  Hartford. 

Q.  Are  thev  New  Knglanders,  or  are  there  many  foreijpiers  employed? — A.  They 
are  what  I  call  New  KiiKlanders,  although  there  are  some  of  German  ileseent, 

Q.  IX^K'ent? — A.  Native  l)om. 

Q.  But  not  immigrants? — A.  No,  sir. 

Q.  Have  you  ever  had  any  lal)or  oiyanization  up  in  your  section  at  all? — A.  Tbey 
have  some  in  the  city,  but  I  do  not  know  of  any  in  our  factory. 

Q.  You  have  never  had  anvthing  to  do,  so  far  as  wajpeH  are  concerned,  with  any 
cx)mmittee  of  outwders? — A.  fso,  sir;  never  had  any  trouble,  and  have  had  men  work- 
injf  there  for  20  and  30  years  without  trouble. 

Q.  Amonf?  your  mechanics,  what  is  about  the  highest  rate  of  wages  per  day?  I 
mean  your  sk died  men;  not  foremen,  but  skilled  men? — ^A.  We  pay  from  Hadaj 
down  to  $1.50. 

Q.  Do  you  employ  female  labor  in  your  factory? — A.  Yes. 

Q,  Any  child  labor? — A.  No,  sir. 

Q.  What  is  the  proportion  of  female  labor  to  male? — ^A.  I  can  not  tell  you  th«t 
exactly;  I  think  it  is  more  than  half. 

Q.  In  vour  business,  how  long  is  it  since  female  labor  came  in? — A.  They  were 
there  l)eK)re  I  l)egan — yt^rs  ago. 

Q.  Has  there  Ix'en  any  increase  of  the  female  labor  in  your  experience? — A.  No:  I 
think  not  any  more  than  as  the  busine^  increases.  There  are  i*ertain  parts  of  the 
work  that  women  can  do. 

Q.  Since  the  MMtiUed  good  times  have  got  here,  has  there  been  an  increase  in 
wages  in  the  Rogers  factory? — A.  Just  the  same  as  always  before.  When  a  man 
comes  in,  or  a  girl,  they  all  bt»gin  at  a  certain  price,  and  then  if  they  improve,  anJ 
are  worth  it,  thev  get  more,  or  else  we  let  them  go  and  get  someone  else  that  can 
work  ui)  to  it.    After  a  girl  has  been  there  so  long  she  gets  better  wages. 

Q.  (By  Mr.  Ratx^hford.)  Does  she  get  the  same  rate  of  wages  as  men  for  the  saine 
work? — A.  No;  they  do  not  do  men's  work. 

Q.  In  any  ca«t»? — A.  No,  sir. 

Q.  (By  Simator  Kyle.)  You  characterize  your  employees,  then,  as  unoiganized 
labor? — A.  Yes. 

Q.  As  a  whole? — A.  Yes;  I  would,  as  a  whole. 

Q.  What  are  the  classes  of  labor  you  employ? — A.  We  have  in  the  dei)artment»' 
we  have  plating,  burnishing,  hufk  ng,  and  packing. 

Q.  Alxmt  how  many  men  ordinarily  are  employed  in  these  different  classes;  tliat 
is,  in  round  nuii*  ers*'^ — A.  In  the  burnishing  machine  room  there  are  about  4 
machinisUt  and  2  youn^  men,  and  there  may  be  20  girls  to  nui  the  burnishing 
machines.  In  the  packmg  room  it  is  almost  all  women;  we  just  have  the  boys  to 
bring  in  the  work. 

INDIVIDUAL  BARGAINING  FOR  WAGES. 

Q.  In  times  of  prosperity,  when  the  men  consider  in  their  own  minds  that  thcr 
want  an  advance  m  wages,  what  is  the  method  of  getting  an  increase?  Do  they  talk 
among  themselve^M  and  appoint  a  committee  to  see  you? — A.  They  come  singly,  one 
at  a  time,  and  when  one  gets  a  raise  then  another  comes  around. 

Q.  Your  plan  is  to  treat  all  fairly?  If  there  are  10  men  in  a  room  and  you  wise 
one  man's  wages,  the  men  doing  the  same  work  ought  to  be  raised  also? — A.  Well, 
no;  they  are  scrattered  around  doing  different  work.  Take  the  plating  room,  for 
iiiHtance;  they  are  not  all  competent  to  do  the  platuig  alike;  some  would  do  anioer 
class  of  work,  and  they  get  the  best  wages. 

Q.  I  presume  you  regard  the  state  of  the  market? — A.  Certainly, 

Q.  And  raiw  m  proiK)rtion?— A.  Yes;  if  a  man  does  the  same  work  he  gets  the 
same  pay. 

Q.  In  times  of  general  prosperity  you  expect  to  have  to  nuse  wages  of  yoar 
employees? — A.  We  have  always  made  a  habit  of  raising  whether  there  was  ppospe^ 
ity  or  not.    iSo  long  as  he  is  competent,  he  gets  a  raise  when  he  docs  certain  work. 
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Q.  (By  Mr.  Ratchpord.)  Do  you  regard  that  as  an  equitable  means  of  adjusting 
wages? — A.  Yes.  If  a  man  came  in  to  work  in  the  machine  room,  and  worke<l  aroimd 
there,  sometimes  running  nothing  but  a  planer,  and  was  not  a  good  machinist  at  all, 
and  we  should  start  him  at  $2,  he  w^ould  have  to  be  able  to  do  what  any  other 
machinist  did,  if  he  got  $3.    When  he  could,  then  he  would  get  it. 

Q.  You  said  that  vour  men  came  to  you  singly? — A.  Yes. 

Q.  The  first  one  that  comes  is  speaking  for  himself? — A.  And  the  others;  yes. 

Q.  He  is  only  representing  himself,  and  yet  the  wa^  in  that  department  of  the 
factory,  all  of  the  factory,  aepend  on  the  result  of  nis  interview  with  the  man- 
ager?— A.  No. 

Q.  While  he  is  only  representing  himself  directly,  the  wages  in  the  factory  depend 
on  the  result;  is  that  so? — A.  No. 

Q.  If  his  wages  are  advanced  it  will  result  in  others  following  it? — ^A.  When  they 
are  able  to  do  a  certain  amount,  they  get  a  certain  amount. 

Q.  Voluntarily?— A.  Yes. 

Q.  Always  fixed  by  the  manager? — ^A.  Yes. 

Q.  (By  Mr.  Farquhar.)  In  other  words,  they  get  paid  according  to  the  promotion; 
that  is  what  you  mean? — ^A.  Yes. 

Q.  It  is  skill?--A.  Yes. 

Q.  (By  Mr.  Jrnks.)  Do  you,  as  manager  of  this  plant,  have  the  authorit3r  to 
increase  wages  and  hire  the  men  independently  now  as  you  did  before  the  combina- 
tion was  made? — A.  Yes. 

Q.  (By  Mr.  Farquhar.^  Now,  as  far  as  you  know,  is  there  any  uniformity  in  this 
Ck)nnecticut  neighborhooa  in  wages  that  are  paid  in  all  the  factories? — ^A.  I  could 
not  tell  you. 

Q.' That  is,  are  they  all  paid  according  to  skill;  is  that  a  common  practice  with 
other  factories? — A.  Yes;  1  think  it  is. 

Q.  (By  Mr.  Ratchpord.)  If  it  be  an  established  rule  in  your  factory  that  men 
receive  wages  in  proportion  to  their  skill  and  merit,  why  is  it  necessary  for  one  of 
your  employees  to  come  to  you  and  ask  for  an  increase,  and  be  followed  by  others? — 
A.  That  has  always  been  the  method;  I  mean  the  rule. 

Q.  But  in  that  we  have  two  rules:  First,  you  claim  that  men  receive  pay  according 
to  their  skill  and  merit  measured  by  the  mana£;ers? — ^A.  Yes. 

Q.  And  next,  that  the  men  will  come  and  solicit  increased  wa^s? — A.  Yes. 

Q.  Now,  if  they  receive  pay  according  to  their  merit,  and  their  merit  is  measured 
by  the  management,  why  should  they  come  and  solicit  it? — A.  It  has  always  been 
the  rule  for  them  to  come  to  us;  no  one  else  can  raise  the  wages. 

Q.  Are  wages  ever  raised  voluntarily  without  any  solicitation  on  the  part  of  the 
men? — A.  No;  because  the  work  is  always 

NEVER  REDUCED  ANY   WAGES. 

Q.  (Interrupting.)  Are  they  ever  reduced  on  the  part  of  the  management? — A. 
We  never  have  reduced  any  wages. 

Q.  What? — A.  We  have  not  reduced  any  wages. 

Q.  Never  have  reduced  any  wages? — ^A.  No. 

Q.  (By  Mr.  Clarke.)  Do  not  men  sometimes  think  they  are  entitled  to  an  advance 
before  you  think  they  are? — A.  Yes.  If  we  are  paying  $3  for  a  certain  amount  of 
work  and  a  man  thinks  he  ought  to  receive  more  and  we  do  not,  of  course,  he  is  at 
liberty  to  go  somewhere  else.  If  that  is  the  rule  in  the  room,  and  he  can  not  do 
any  more  than  anyone  else,  we  could  not  break  the  rule  for  that  particular  party. 

MUTUAL  RELATIONS  OP  FACTORIES. 

Q-  Are  some  of  the  other  factories  in  the  silver  company  engaged  in  producing  the 
same  kind  of  goods  that  you  produce? — A.  Yes. 

Q.  And  has  there  been  any  decrease  in  your  production,  or  any  increase  of  it  at 
any  time  since  the  consolidation,  by  orders  from  headquarters? — A.  I  do  not  believe 
I  quite  understand. 

Q.  Well,  is  the  work  at  your  factory  diminished  and  taken  to  some  other  factory? — 
A.  No. 

Q.  Or  vice  versa? — A.  No. 

Q.  Could  that  be  done  in  your  line  of  business  and  make  an  economy  for  the  whole 
establishment  sometimes? — A.  Just  now  we  have  all  got  all  we  can  do.  This  is  the 
harvest  time  of  the  year^  the  three  months  before  Christmas;  but  of  course  in  auiet 
times  we  could,  by  keepmg  all  the  factories  running,  push  business  while  one  of  tnem 
might  be  delayed;  it  would  be  economy. 
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Q.  I  sappoBe  your  factories  are  practically  so  near  together  that  nothing  could  be 
gained  by  saving  in  the  cost  of  distribution.  One  could  supply  the  market  just  as 
cheap  as  another,  as  far  as  freight  rates  go? — A.  Certainly. 

EMPLOYMENT  OP  WOMEN   IN  DIPPERENT  DEPAKTMBNTB. 

Q.  (By  Mr.  Jbnks.)  Is  the  work  that  is  done  in  the  plant  that  you  are  managing 
the  same  in  its  general  nature  as  that  that  is  done  in  the  other  plants  of  the  company, 
or  is  it  different? — A.  Some  have  both  hollow  and  flat,  some  all  flat,  and  8(xue  all 
hollow. 

Q.  What  is  the  special  branch  of  work  that  is  done  in  your  plant? — ^A.  Flat  ware- 
spoons,  knives,  ana  forks. 

Q.  Is  it  making  the  base? — ^A.  No;  simpler  plating  and  putting  it  on  the  market 

Q.  You  say  that  you  do  only  the  plating  m  your  establishment? — ^A.  Yes. 

Q.  Would  you  say  that  the  proportion  of  tlie  women  in  your  plant  was  about 
half? — A.  I  should  say  it  was  over  hall 

Q.  Is  it  as  much  in  the  other  plants? — A.  In  this  particular  department  do  yen 
mean? 

Q.  Yes;  in  this  particular  department. — A.  I  should  say  it  was. 

Q.  How  about  the  company  as  a  whole?  Are  women  employed  to  any  materi«] 
extent  in  the  plants  where  they  manufacture  the  base,  for  example,  of  spoons  and 
forks?— A.  No. 

Q.  No  women  at  all? — A.  Very  few. 

Q.  So  that  vou  think  that  the  proportion  of  women  in  your  plant  is  perhaps  laii^ 
than  it  is  on  tne  average? — A.  Yes. 

Q.  Very  much  larger? — A.  Yes. 

Q.  What  special  work  do  the  women  do  in  your  plant? — A.  They  run  the  burnish- 
inff  machines,  burnish  the  spoons,  and  they  pack. 

Q.  Packing  and  getting  r^ndv  for  the  market? — ^A.  Yes. 

Q.  So  that  in  those  plants  where  they  manufacture  the  base  on  which  the  plating 
is  done  there  would  be  no  women  employed,  would  there? — A.  Very  few.  There 
might  be  a  few  to  wash  up  and  pack  them  to  ship  to  us. 

Q.  But  in  the  main  it  is  only  in  those  factones  that  do  the  finishing  work  that 
women  are  employed? — ^A.  Yes. 

(Testimony  closed.) 

Whereupon  the  commission  took  a  recess  until  2  o'clock  p.  m. 

[The  following  interrogatories  were  subsequently  proposed  to  the  witness  and  were 
answered  by  him  as  here  nhown.]  * 

Q.  At  wbiat  time  were  Halaries  voted  to  the  officers  and  directors  of  the  Intemationai 
Silver  Company?— A.  March  27,  1899. 

Q.  Have  the  salaries  of  either  officers  or  directors  been  increased  since  that  time?— 
A.  No. 

Q.  What  are  the  salaries  {a)  of  the  president,  (fi)  of  the  directors,  (c)  of  the  treasurei?— 
A.  The  president  get.s  |12,(X)0;  4  directors  get  $10,000  each;  1  director  gets  $7,500; 
the  treasurer,  $8,000;  but  all  directors  are  managers  of  factories  and  as  such  dniw 
salaries,  but  no  pay  for  being  a  director. 

Q.  Has  the  Intematioual  Silver  Company  paid  any  dividend  on  its  preferred 
stock? — A.  No. 

Q.  Were  the  salaries  of  the  officers  fixed  or  increased  at  a  meeting  when  it  vtB 
decided  to  pass  a  dividend  on  the  preferred  stock? — A.  No.  We  never  paid  a  dln- 
deud  and  never  passed  a  dividend. 

WiLUAM  H.  Watbocs. 

Hartford,  Conn.,  Nm^ember  S4i  1899. 


Washington,  D.  C,  Wednesday ,  November  J5, 1899, 

TESTIMONY  OP  MB.  V.  BTTSTOV  KOGEBS, 

llce-preMeTit  of  C.  Rogers  <fc  Bros. 

The  commission  met  at  2.20  p.  m.,  Chaimian  Kyle  presiding.  Mr.  N.  Burton 
Rogers,  of  Danbury,  Conn.,  vice-president  of  C.  Rogers  a  Bros.,  of  Meriden,  beii^ 
duly  sworn,  testified  as  follows : 

Q.  (By  Senator  Kyle.)  Please  state  your  full  name,  address,  and  business.— A. 
N.  Burton  Rogers,  Danbury,  Conn.     I  am  in  the  silver-plating  business. 

1  See  Mr.  Rogers,  p.  1075;  see  Mr.  Dodd,  p.  1062. 
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Q.  (By  Mr.  Jenks.)  Manufacturer?-'^^.  Manufacturer,  and  vioe-president  of  C. 
Rogers  &  Broe.,  of  Meriden. 

NBGOTIATION8  BEFORE  THE  FORMATION  OF  THE  INTERNATIONAL  SILVER  COMPANY. 

Q.  Did  you  earlier  have  any  connection  with  the  formation  of  the  International 
Silver  Company? — A.  Of  what  was  contemplated  at  one  time. 

Q.  That  iSj  you  did  have  some  dealings,  or  some  proposed  dealings,  with  the  pro- 
moters of  this  company? — A.  Yes. 

Q.  Will  you  be  kind  enough  to  explain  to  us  that  matter  somewhat  in  detail? — A. 
We  were  asked  to  give  an  option  upon  our  business  to  the  promoters,  which  we  did^ 
stating  the  price  that  we  would  take  for  our  plants,  with  a  number  of  other  con 
cems  that  were  enumerated  as  those  that  would  be  willing  to  sell  their  plants.  Upon 
condition  that  they  all  sold,  this  option  would  stand.  We  submitted — each  one  sub- 
mitted to  an  investigation  of  their  oooks,  which  was  to  be  confidential. 

Q.  That  is,  between  the  different  concerns  and  the  promoters?— A.  And  the  pro- 
moters. 

Q.  It  was  not  to  go  to  the  other  concerns? — ^A.  The  others  were  not  to  know  any- 
thing about  it.  It  was  practically  what  they  call  a  blind  pool.  We  submitted  to  an 
examination  of  our  books,  and  we  all  met,  we  supposed,  on  an  equal  basis.  At  the 
meeting  each  company  was  represented  bv  a  director.  At  that  meeting  certain  gen- 
tlemen proposed  that  they  have  additional  directors  for  their  concerns. 

Q.  On  wnat  grounds  did  they  make  that  suggestion? — ^A.  On  account  of  their  being 
larger  holders,  or  larger  concerns,  than  some  others  who  were  represented  by  one 
director.  A  proportion  thought  that  was  not  fair,  and  they  asked  for  an  additionaw 
director.  That  was  voted  upon  and  carried  by  one  majority,  but  was  afterwards 
rescinded  and  no  additional  directors  were  added.  A  committee  was  appointed  to 
proceed  to  the  formation  of  this  new  company,  but  it  was  soon  given  out  that  the 
matter  had  been  broken  up.  Previous  to  this  we  had  agreed  with  the  promoters 
upon  the  price  which  we  were  to  have  for  our  concern,  and  we  supposed  that  we 
came  to  that  meeting  with  everv  one  in  the  same  condition.  Afterwards  it  fell 
through.  Some  of  them  demanded  all  cash,  because  there  was  an  opportunity  for 
them  to  withdraw  on  account  of  all  the  conditions  not  being  compliea  with.  And 
then  we  heard  that  there  was  a  new  combination  to  be  formed,  and  that  this  new 
combination  had  accurate  knowledge  from  the  promoters  of  almost  everything  per- 
taining to  the  companies  which  had  agreed  to  go  in  and  had  submitted  to  an  exami- 
oation  of  their  books.  In  the  new  formation  we  were  not  asked  to  participate;  but 
it  was  formed  soon  after  with  three  or  four  left  out,  or  more. 

Q.  Of  those  who  had  proposed  originally  to  come  in? — ^A.  Those  that  had  pro- 
posed to  come  in  oriKinail^,  and  who  had  gone  into  it  upon  the  supposition  that 
iJiere  was  to  be  a  comoination,  and  that  they  would  be  enabled  to  get  sufficient  from 
t  to  pay  them.  The  competition  had  been  so  great  that  there  would  not  be  much 
noney  in  the  business  if  tne  competition  did  not  cease. 

Q.  Had  it  been  thought  when  this  combination  was  first  proposed  that  it  would 
nclude  practically  all  of  the  laive  manufacturers  of  silverware? — A.  Yes;  all  of  the 
)rincipal  ones  and  a  nmnber  of  Uie  smaller  ones  were  included  in  this  list. 

Q.  Did  the  promoters,  when  they  came  to  you  with  their  offers,  have  any  pros- 
>ectiis,  to  show  you,  as  they  stated,  what  concerns  had  given  them  options,  so  that 
'ou  had  good  reason  to  believe  that  all  of  the  large  ones  were  coming  in? — A.  Yes. 
Q.  Would  you  explain  to  us  in  some  detail  the  nature  of  this  prospectus,  and  the 
lature  of  the  representations  that  were  made  to  you  by  the  promoters? — A.  We  gen- 
rally  agreed  that  if  all  would  come  in  it  would  be  beneficial;  but  the  smaller  ones 
wanted  protection;  either  that  they  should  be  able  to  manage  their  business,  or  that 
hey  should  hold  some  position  in  the  new  combination  either  as  director  or  salaried 
fficer.  We  were  not  offered  anything  except  a  directorship,  because  we  asked  noth- 
ig.  We  simply  said  our  plant,  if  they  wished  to  buy  it,  we  would  sell  at  such  a 
gure,  and  we  filially  agreed  upon  the  figure;  while  others  had  some  provision  in 
tieir  options,  either  that  they  should  have  a  director,  or  other  things  pertaining  to 
tie  business. 
Q.  From  the  information  that  you  secured  at  this  time  with  reference  to  the  values 

f  the  different  plants  that  went  in,  or  the  prices  that  were  paid  for  the  plants 

..    (Interrupting.)  We  had  no  knowledge  of  the  price  paid  or  agreed  to  oe  paid  to 
le  others. 

OPTIONS  TO  DUMMIES. 

Q.  You  had  knowledge,  of  course,  of  the  offer  that  thejr  made  to  you? — A.  Yes; 
lat  was  in  writing.  I  wish  to  say  that  the  mode  of  operation  is  that  they  will  take, 
)  in  this  instance,  a  clerk  in  the  promoter's  office,  a  man  without  any  financial 
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responsibility,  and  to  him  you  jnve  the  option;  and  if  all  go  into  that  agreement-ii 
they  carry  it  out,  tliey  can  hold  you;  if  they  on  their  part  do  not,  you  have  got  do 
one  but  a  dummy  to  take. 

Q.  So  in  the  ea^e  of  the  formation  of  the  International  Silver  Company  te 
options  were  really  taken  by  a  j^erson  who  was  not  financially  responsible?— .1.  Nti 
of  any  financial  resi>onsibility  whatever;  a  clerk  in  the  office. 

AGREED  TERMS  OF  8 ALB  OF  C.  ROGERS  A   BR0& 

Q.  What  was  your  opinion  as  to  the  prices  that  the  promoters  were  willing  to  ^j 
for  the  different  plants?  Were  they,  for  the  sake  of  forming  the  combination,  ptyinjj 
in  your  judgment  very  high  prices  or  simply  moderate  prices? — A.  For  C.  RogwsA 
Bros.  I  CAU  give  the  exa(*t  amount;  I  do  not  know  what  the  others  were.  There  w« 
an  inventory  value,  I  believe,  of  over  $600,000;  that  is,  the  inventory  value  withoat 
g(K>d  will  or  trade-marks  or  anything. 

Q.  That  was  simply  the  inventory  value  of  the  plant  and  of  the  stock  on  hand?- 
A.  Yes;  free  of  all  indebttvlness;  that  is  the  way  we  made  this  option. 

Q.  Of  f«)methinjyr  over  1(300,000?— A.  Yes;  that  was  the  inventory  value;  but  d 
course  there  came  in  the  good  will.  They  agreed  to  pay  $500,000  in  cash,  $300,000  in 
preferriMl  stock,  and  $150,000  in  common,  which  we  understood  was  bonus;  a  bone 
which  might  or  migiit  not  be  worth  anything. 

Q.  (By  Mr.  Clakkk.)  That  is  to  say,  the  common  was? — A.  The  common. 

HOPED  PREFERRED  WOULD  BE  WORTH  PAR. 

Q.  (By  Mr.  Jenkr.)  At  alx)ut  what  figures  were  you  reckoning  the  value  of  the 
pn'ferrtHl ;  something  like  50  i^nts  on  the  dollar? — A.  Well,  no ;  we  thought,  if  tk 
concerns  were  all  brought  togt^ther — well,  that  was  not  knowing  how  the  otheR 
would  come  in.  Still,  this  was  the  way  I  reasoned  about  it:  That  if  they  came  in « 
a  similar  valuation  the  earning  power  would  make  that  preferred  stock  worth  par; 
if  anyone  desired  to  sell  it  before  a  dividend  was  declarea  it  might  go  to  even  more. 
It  dicl  sell  at  80  or  85  at  the  beginning ;  now  it  is  offered  for  65.  But  that  waa  abort 
the  way  we  reckoned.  The  common  might  bring  30,  if  they  were  all  in  at  a  ^ 
ba»«i.H — that  is,  for  profits. 

Q.  Were  von  given  information  at  tliLs  time  with  reference  to  the  proposed  capi- 
talization of  $20,(K)0,000?— A.  Yes. 

Q.  And  fn)m  what  you  ha<l  known  of  the  business  and  from  what  you  youredi 
could  stHi  at  the  time,  it  had  seemed  to  you  that  this  $9,000,000  that  was  iamcd  in 
preferred  st<H*k  was  a  fair  valuation  of  tlie  plants? — A.  Well,  of  course,  these  wer? 
only  imj)re8sions  at  the  time.  We  began  to  fear  toward  the  end  that  the  capital!* 
tion  was  too  large  for  the  basis  of  regular  paying  dividends,  although  we  did  not  kno* 
how  much  the  others  liad  been  making ;  we  knew  there  had  b^n  a  series  of  \^ 
l)ad  years. 


promoters'  pay. 


Q.  Had  you  information  at  the  time  with  reference  to  the  amount  that  was  to  be 
paid  to  the  j)romoterH  for  their  activity  in  this  matter? — ^A.  Yes. 

Q.  How  nmch  was  that? — A.  That  was  3  per  cent  upon  the  total  capitaliaation  « 
$20,000,000. 

Q.  They  were  to  be  paid  in  cash,  were  thev? — A.  No:  in  common  stock. 

Q.  They  were  to  have  3  per  cent  of  $20,000,000,  but  have  it  in  conmion  gtock?- 
A.  In  common  stock. 

Q.  Were  they,  out  of  that,  to  pay  any  expenses? — A.  They  were  to  pay  all  in* 
exiK'nses. 

Q.  All  the  exj)ense.s  of  organization  were  to  come  out  of  that? — A.  Yes. 

Q.  And  they  were  to  have  what  was  left? — A.  Yes. 


SAVrNGS  BY   CONSOLIDATION. 


Q.  Now,  with  reference  to  the  business  of  the  International  Silver  Company  ite^ 
of  which  you  are  a  competitor,  do  you  judge  from  the  business  you  have  now  tM* 
there  are  any  material  sources  of  saving  from  a  combination  of  this  Kind? — A.  Oh,  T^ 

Q.  Will  you  tell  what  some  of  the  sources  of  saving  are,  as  they  appear  to  you^- 
A.  Well,  it  is  a  saving  in  middle  men  principally.  iFa  concern,  one  oi  the  conoe^ 
in  the  combination,  is  making  money,  they  would  not  close  that  down  unless  v^l 
could  bring  it  in  connection  with  another,  and  save  the  difierent  men  that «« 
required  to  run  separate  concerns. 
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Q.   You  think  that,  from  the  organization  that  was  explained  this  morning,  there 

ial  saving  in  tne  cost  of  management?— A.    Oh,   yes;  properly 


is   quite  a  material 
conducted. 


HISTORY  OF  THE  ROGERS  TRADE-MARKS. 


Q.  Would  you  think  that  there  is  any  special  saving  to  come  from  the  common 
uee  of  trade-marks  in  this  business? — ^A.  Well,  in  this  case  there  are  several  names 
of  Rogers  on  the  market. 

Q.  Will  you  be  kind  enough  to  explain  to  us  this  Ro^rs  trade-mark?    Give  us 
something  of  a  history  of  it,  and  the  way  in  which  it  is  on  the  market  now. — 
A.  Years  ago  relatives  of  ours  were  in  the  silver-plate  business,  back  in  the  30' s  and 
40*8.     They  first  started,  I  think,  one  of  them,  William  Rogers,  in  Hartford,  under  the 
name  of  the  William  Rogers  Manufacturing  Company,  or  William  Rogers  &  Sons. 
The  brothers  afterwardi?— Asa,  Simeon,  and  Wuliam — went   to  Waterbury,   and 
started  there  the  original  concern  of  Rogers  &  Bros.    And  to  such  a  state  of  perfec- 
tion did  they  get  their  goods  that  they  were  known  as  bein^  very  valuable  and 
very  reliable  goods.    Other  silver-plate  manufacturers  started  in  spoons  and  forks, 
but  they  were  unable  to  compete  with  Rogers  &  Bros,  even  at  the  same  price, 
because  the  latter  were  so  reliable.    But  after  a  time  Rogers  &  Bros,  sold  out;  it 
became  a  corporation.    They  wanted  more  money,  and  after  a  while  they  went  out 
and  sold  their  property;  but  the  name  remained.    One  of  the  brothers  then  went  to 
New  York.    Tnis  was  Asa.    In  connection  with  my  brother,  Gilbert  Rogers,  he 
started  in  New  York,  in  John  street,  under  the  name  of  A.  &  G.  Rogers.     In  the 
bad  times  that  came  on  during  the  war  they  got  a  little  frightened  and  stepped.    Then 
the  Meriden  Britannia  Company  came  forward  te  my  brother  Gilbert,  and  made  an 
arrangement  with  him  to  give  him  2  per  cent,  or  somethmg  of  that  sort,  upon  all 
the  goods  sold  with  his  name  on  them. 

Q.  That  is,  the  Meriden  Britannia  Company  bought  from  your  brother  the  right 
to  use  this  trade-mark? — A.  Yes;  and  his  compensation  was  to  be  2J  jHjr  cent  or  2 
cents  a  dozen,  I  have  forgotten  which,  upon  every  dozen  that  was  made  and  sold; 
and  he  was  to  have  a  position  as  salesman.  Soon  after,  we  heard  that  they  had 
entered  into  an  arran^ment  with  the  original  Rogers  Bros,  to  use  their  name. 

Q.  The  Meriden  Bntannia  Company? — A.  That  is,  instead  of  Rogers  &  Bros.,  the 
name  which  the  Waterbury  concern  had,  it  was  Rogers  Bros. ;  and  they  bought 
the  use  of  that  name,  as  I  understand  it,  from  the  original  brothers,  who  were 
to  superintend  the  manufacturing  for  10  years.  They  then  dismissed  G.  Rogers.  Of 
course  there  was  no  compensation  to  come,  because  they  would  not  sell  any.  They 
had  got  the  Rogers  Bros.,  and  they  went  forward  and  manufactured  and  sold  those 
goods.  In  the  meantime  they  had  acquired  the  controlling  interest  of  Rogers  & 
Bros,  in  Waterbury. 

Soon  after  their  dismissal  of  G.  Rogers  my  three  brothers,  Cephas,  Gilbert,  and 
William,  formed  the  concern  of  C.  Rogers  &  Bros,  in  Meriden,  and  a  while  afterwards 
commenced  manufacturing  spoons  and  forks  and  knives,  stamping  their  name  on 
them.  The  Meriden  Britannia  Company  at  once  commenced  a  suit  against  them, 
claiming  that  they  had,  under  their  purchase  from  the  ori^al  Rogers  Bros. ,  the  sole 
right  to  use  the  name  Rogers  &  Bros,  After  a  long  litigation  the  courts  decided  that 
C.  Rogers  &  Bros,  had  a  right  to  use  their  own  name  as  long  as  they  used  it  right- 
fully— that  is,  provided  the  goods  they  sold  were  equal  in  quality  to  those  put  upon 
the  market  by  Rogers  &  Bros.;  and  that  they  proved  was  so,  and  there  was  no 
attempt  to  disprove  it.  We  do  not  to-day  know  by  what  right  the  International  has 
used  Kogers  Bros.,  1847.  As  we  understand  it,  their  right  to  use  it  expired  after 
the  10  years.  In  referring  to  it  we  have  sometimes  thought  that  we  liad  a  right  to 
attempt  to  stop  them  as  they  tried  to  stop  us;  and  the  answer  was  that  they  con- 
trolled Rogers  Bros.,  of  Waterbury,  and  would  be  enabled  to  bring  it  to  Meriden,  so 
it  would  do  us  no  good. 

Q.  Do  you  yourself  in  your  own  manufacture  use  the  brand  Rogers  &  Bros.? — A. 
C.  Rogers  &  Bros. 

Q.  C.  Rogers  &  Bros.? — A.  We  prefix  the  C.  That  was  the  name  of  the  senior 
member  of  the  concern,  and  we  have  not  conflicted  with  the  correspondence,  and 
have  abbreviated  it  as  much  as  possible. 

Q.  You  spoke  of  the  International  Silver  Company  advertising  these  brands.  Do 
they  in  advertisements  make  statements  that  you  think  are  unjustified  by  the  facts  in 
the  case? — A.  Yes. 

Q.  What  statements  do  thev  make,  for  example,  that  you  think  are  unjustifiable? — 
A.  They  rented  an  office  in  Maiden  Lane;  we  also  rented  an  office  there.  Eiach  con- 
cern put  up  its  name,  C.  Rogers  &  Bros,  and  the  International  Silver  Company, 
and  a  notice  that  it  would  occupy  the  premises  on  such  a  date.    Soon  after  there 
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appeared  on  the  International  Silver  Company's  eiffn.  that  was  stretched  acro9  the 
face  of  the  building,  a  statement  that  thev  controlled  all  the  original  Rogers  boBk 
or  trade-markfl  for  8fK)on8,  knives,  and  forks.  That,  of  course,  was  not  tt^  fact,  as  m 
one  controlled  us  but  ourselves. 

VALUE  OF  THE  TRADE-MARK   C.    ROGERS  A  BROS. 

Q.  How  would  yon  consider  that  the  value  of  those  brands  that  you  youreelf » 
compares  with  the  value  of  your  plant  itself? — A.  In  the  formation  of  our  present 
company  the  trade-mark  was' put  in  at  $100,000.  In  the  new  corporation  of  C.  Ro^ 
ers  <x  Bros,  the  inventory  value  was  $600,000. 

ROCiERS  TRADE-MARKS  Ol*T8IDE  THE  COMBINATIOK. 

Q.  (3y  Mr.  Farquhar.)  If  the  new  combination  haa  acquired  your  plant  wooW 
they  have  acfjuinHl  really  all  of  the  Rogers  trade-marks? — A.  Yes;  thev  would  btir 
had  them  all.  There  was  one  man  by  the  name  of  W.  A.  Rc^rs,  wlio  was  noti 
manufacturer,  who  was  buying  firoods  or  having  them  made  for  him  and  sending 
them  on  the  market,  but  it  was  not  considered  of  very  great  importance. 

Q.  But  yours  was  the  one  that  compriHcii  the  manufficturing  trade-mark?— A.  We 
manufacture  from  beginning  to  end  under  the  one  name. 

SAVING   BY  CONSOLIDATION — IN  ADVERTISING. 

Q.  (By  Mr.  Jenks.)  Do  you  consider  that  a  combination  like  the  Intematio» 
Silver  Company  has  any  special  source  of  saving  in  advertising  over  the  indepsKl- 
ent  concerns? — A.  They  would  if  they  just  advertised  one  brand;  but  myobeen* 
tion  is  that  there  are  different  branches  of  manufacture  which  are  still  advertisiBf: 
there  are  some  that  are  not.  Oh,  yes;  there  would  be  a  saving  and  is  a  saving,  I 
should  judge,  to  them  in  advertising. 

Q.  How  do  they  make  a  saving? — ^A.  For  instance,  the  William  Roeers  Manufartor- 
ing  Company  of  Hartfonl  used  to  advertise  very  extensively;  they  do  not  now,  id 
that  is  only  one.  I  notice  Simpson,  Hall  <fe  Miller's  advertisement  now  occasionalK; 
but  the  Rogers  1847,  the  Rogers  brand,  is  being  far  more  extensively  advertised  thtf 
before. 

Q.  Do  you  think  that  they  would  have  any  advantage  in  the  cost  of  advertiangbt 
being  able  to  make  better  terms  with  advertising  asents  or  with  the  magazines  in 
which  they  advertise? — A.  I  do  not.  They  could;  but  now  there  would  not  bes^ 
much  advertising,  if  there  were  three  that  advertised  before  and  now  only  two,  ante* 
they  increase<l  the  space  for  one,  making  it  equal  in  cost 

Q.  But  if  there  were  formerly  three  advertising  and  now  there  is  only  one  adve^ 
tising,  there  would  be  a  saving  there,  at  any  rate? — ^A.  Yes;  where  the  advertisements 
were  as  before. 

Q.  If  the  advertisements  of  all  the  different  houses  come  through  one  conceni, 
would  they  be  able  to  make  better  terms  with  advertising  agents  than  they  codd 
if  they  were  each  dealing  independently? — A.  Yes;  I  should  jud^  they  would. 

Q.  They  would  be  able  to  get  better  discounts  from  the  advertising  agents?—.  Yes. 

THE  WALL  STREET   POOL   IN    INTERNATIONAL  SILVER  COMMON. 

Q.  Can  you  give  us  any  information  with  reference  to  the  pool  in  the  commoQ 
stock  of  the  Internationaf  Silver  Company  that  was  spoken  of  this  morning?— A.  * 
know  from  a  very  reliable  source  something  in  reference  to  it. 

Q.  I  should  be  glad  to  have  vou  state  what  you  know. — A.  The  stock  was,  I  under- 
stood, with  Thomas  <&  Post,  tlie  bankers  wfio  were  the  promoters  in  this  consoli- 
dation; they  went  to  the  different  stockholders  and  asked  them  to  place  the  comm(» 
stock  in  their  hands. 

Q.  (By  Mr.  Jenks.)  Assign  it  to  them? — A.  Assign  it  to  them  to  be  sold  on  or 
before  May  1  for  not  less  than  30.  If  thev  did  not  sell  it  for  30  or  more,  they  wer^ 
to  return  the  unsold  stock  to  them;  and  I  understood  that  of  the  $11,000,000  of  the 
common  they  got  in  the  neij?hborhood  ol  $8,000,000  or  $9,000,000. 

Q.  In  their  hands  mostly  in  this  way? — A.  That  is  my  information,  which  I  con- 
sider reliable. 

Q.  This  pool  was  to  expire  on  the  1st  of  May? — A.  Yes. 

Q.  Did  you  have  any  information  with  reference  to  the  amount  that  was  sold,  c>r 
what  the  outcome  was  as  regards  the  amount  that  they  had  disposed  of?^A.  "Pj^ 
the  same  source  I  learned  that  the  pool  had  about  800  shares  more  on  their  hands » 
the  end  of  the  time  than  they  had  at  the  beginning. 
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Q.  You  say  that  you  have  this  from  *  reliable  source.  I  ^oppose,  from  some  man 
who  was  himself  in  the  pool  or  had  flome  interest? — A.  I  do  not  know  what  he  had; 
he  was  a  stockholder;  that  is,  he  did  have  stock. 

Q.  You  understood  that  he  had  put  his  stock  into  the  pool? — ^A.  No;  I  did  not 
understand  that  he  individually  said  that.  He  said  that  that  was  the  condition  of 
things. 

Q.  And  the  source  was  such  that  yon  believe  it  to  be  entirely  trustworthy? — A. 
Yes. 

PRICES  CUT  AT  FIROT  BY  THE  INTEBNATIONAL  SILVER  COMPANY. 

Q.  Have  there  been,  since  the  formation  of  the  International  Silver  Company  a 
year  ago,  any  changes  in  price  of  silverware  that  you  could  ascribe  to  the  formation 
of  the  company? — A.  At  first,  immediately  afterwards,  there  was  a  reduction;  after 
the  formation  of  the  company  there  was  a  vigorous  cutting  of  prices. 

Q.  Did  this  cutting  of  prices  come  from  the  International  Silver  Company  or  from 
outsiders? — A.  From  the  International  Silver  Company.  They  cut  the  price. on 
knives,  we  thought,  below  cost,  and  that  continued — ^the  cutting  in  spoons  and  in  forks 
continued  up  to  the  time  when  material  and  wages  b^an  to  advance;  then  there 
was  a  circular  issued  advancing  the  prices. 

Q.  Was  that  last  February? — A.  Yes;  and  previous  to  that.  In  the  meantime 
they  took  all  the  orders  that  it  was  possible  to  take  from  different  concerns  at  the 
lower  price,  and  then  advanced  the  price. 

NO   FURTHER  REQUEST  TO  JOIN  THE  COMBINATION. 

Q.  After  they  had  cut  the  price  or  while  the  prices  were  held  low,  was  there  any 
further  attempt  made  on  their  part,  to  your  knowledge,  to  bring  the  independent 
concerns  into  the  combination? — A.  That  was  the  most  serious  attempt.  1  do  not 
know.  We  were  never  approached  except  in  this  way,  meeting  them  occasionally, 
"Well,  we  must  all  be  together;"  but  no  formal  request  was  made. 

Q.  Was  it  the  opinion  of  the  trade  outside  that  this  cutting  in  prices  was  for  the 
purpose  of  forcing  the  competitors  in? — A.  It  was  for  the  purpose  of  injuring  them; 
there  was  not  any  profit  in  it. 

Q.  (By  Senator  Kyle.)  You  stated  that  you  had  not  been  asked  to  join  the  com- 
bination  the  second  time? — ^A.  No. 

PRICES  HAD  tended  DOWNWARD,  BUT  HAVE  LATELY  RISEN. 

Q.  (By  Mr.  Jbnkb.)  What  has  been  the  course  of  prices  in  your  own  establish- 
ment since  1897? — A.  It  has  been  ^;radually  tending  downward. 

Q.  Have  vou  increased  the  pnces  of  your  goods  at  all  within  the  last  year  on 
account  of  the  increase  in  the  price  of  raw  material? — A.  Yes;  and  labor. 

Q.  About  how  much?    What  percentage? — ^A.  From  10  to  20  per  cent. 

WAGES  VOLUNTARILY  RAISED. 

Q.  About  what  has  been  the  increase  in  labor  in  your  establishment? — A.  Fully  as 
much. 

Q.  From  10  to  20  per  cent? — A.  I  would  not  say  that  exactly.  We  are  getting  a 
little  more  profit  now  than  we  did  then.  We  voluntarily  advanced  the  wages  of  our 
employees,  of  course,  before  we  got  the  advanced  prices.  It  was  dictated  oy  a  pur- 
pose to  avoid  any  complication;  the  air  was  full  of  good  times,  and  the  working  men 
naturally  thought  they  ought  to  participate,  and  we  voluntarily  raised  the  wages  of 
ours  before  we  got  the  advanced  prices. 

PROFITS  RATHER  LARGER. 

Q-  About  what  time  was  it  that  you  put  your  prices  up? — A.  That  was  early  in  the 
year. 

Q.  Do  you  find  that  the  competition  against  you  is  any  more  vigorous,  or  has  it  been 
any  more  vigorous  for  the  last  6  or  8  months,  than  it  was  before  the  organization  of 
the  International  Silver  Company? — A.  There  seems  to  be  a  greater  demand  for  goods. 

Q.  For  goods? — A.  For  goods,  and  that  allowed  us  to  have  plenty  to  do;  but  we 
were  not  always  obtaining  the  prices  warranted  by  the  cost,  the  increased  cost. 

Q.  You  would  say  that  nevertneless,  on  the  whole,  your  profits  are  rather  larger  now 
since  this  increase  m  prices  than  they  were  for  a  year  or  two  before  that? — A.  Yes. 
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NUMBER  OF  TRAVELING   MEN — TERRITORY  COVERED. 

Q.  Do  you  employ  traveling;  men? — A.  Yes. 
Q.  About  how  many  do  you  have? — A.  About  12. 

Q.  (By  Mr.  Farqi-har.)  In  what  eectiouF,  what  States,  do  your  traveling  men  osc- 
ally  operate? — A.  All  over  the  United  States  and  in  Canada. 

THB  1847  BRAND  HELD  UP— THE  OTHERS  CUT. 

Q.  (By  Mr.  Jenks.)  Do  your  traveling  men  report  that  they  find  any  more  vignr- 
oufl  effortfl  to  take  trade  away  from  them  by  the  cutting  of  prices  on  the  part  of  th* 
International  Silver  Company  than  they  met  before  from  representatives  of  independ- 
ent concerns? — A.  Yes. 

Q.  They  do  find  more  vigorous  efforts?— A.  Yes. 

Q.  It  is  the  exi)erience  of  your  company^  then,  that  the  International  Silver  Con>- 
pany  in  cutting  prices  against  you? — A.  well,  not  so  much  lately;  there  is  a  littk 
thing  that  you  will  have  to  understand. 

Q.  Ci»rtainly;  give  what  explanation  you  think  best — A.  They  have  advanced  the 
>)rand  of  1847  and  maintain  that,  while  the  brand  of  William  Rogers  and  othef 
RogerH<*h  they  debauch. 

Q.  When  you  say  "debauch,**  what  do  you  mean  by  that? — ^A.  Sell  it  lower  tbac 
it  formerly  Hold  in  comparision  with  the  brand  of  1847. 

Q.  The  price  of  1847  they  have  held  up,  but  they  have  cut  on  the  other  Renews 
brands  they  own? — A.  Yes. 

Q.  Have  they  maintaine<l  the  standard  of  the  brands  of  Rogers  Brothers:  is 
regards  the  quality  of  the  gocxls? — A.  We  do  not  think  they  have. 

Q.  Have  you  made  any  test  so  that  you  feel  conndent  on  the  matter? — A.  Yes ;  w? 
ma<le  tests  and  found  that  they  did  not  come  up  to  the  standard. 

Q.  Is  that  true  with  reference  to  the  brand  of  1847? — A.  We  have  not  tested  tlat 
We  were  rather  in  the  belief  that  they  would  not  do  that.  Our  reason  for  testiEi: 
this  other  wa.^  that  the  price  could  not  be  very  profitable  that  they  were  obtainiof 
for  tlu>  go()<ls  if  they  had  the  full  value  of  silver  and  material  in  them. 

Q.  So  you  nia<le  tests  of  some  of  these  other  Rogers  brands  and  found  that  thej* 
were  not  up  to  the  standard? — ^A.  No ;  they  were  nut. 

C.    ROGERS  A   BROS.,  AND  THE  ROGERS  SILVER  PLATE  COMPANY. 

Q.  How  long  has  your  present  establishment  been  in  operation? — ^A.  C.  Rogers  & 
Bros,  hjis  lH»en  in  operation  for  34  years. 

Q.  How  long  have  you  l)een  connected  with  this  concern? — A.  About  a  year. 

Q.  (By  Mr.  Jenks.)  Will  you  explain  what  your  business  was,  or  whether  yoa 
had  an  independent  business,  before  your  connection  with  this  present  coneeni?— 
A.  Yes  ;  the  concern  which  1  took  up  was  the  Rogers  Silver  Plate  Company  of  Dan- 
bury,  and  that  is  about  13  or  14  years  old.  I  was  the  younger  brother,  and 'my  other 
brothers  were  stockholders  in  that,  and  two  or  three  other  members  of  the  nunilv. 
But  after  this  combination  was  made,  the  International,  we  concluded  that  we  wouki 
amalgamate,  lx)th  for  our  protection  as  against  what  might  take  place  and  to  lessen 
expenses ;  and  we  did  so,  and  it  is  now  a  corporation.  C.  Rogers  &  Bros,  was  a 
partnership  at  will  for  34  years. 

TIME  AND  PIECE  WORK — RISE  OP  WAGES — NO  UNIONS — NO  STRIKES. 

Q.  (By  Mr.  Farqi'iiar.)  You  spoke  of  your  labor,  that  you  ha<l  voluntariW 
raised  tlie  wag(*s.     How  do  vou  employ  the  men;  by  time  or  piece  work? — A.  Both'. 

Q.  Is  that  in(Tease  general  in  all  your  departments? — A.  Yes;  the  raise  of  wages 
was  almost  universal. 

Q.  And  you  said  the  per  cent  was  from  10  to  20? — A.  Well,  that  would  be  in 
the  Rogers  Silver  Plate  Company  of  Danbury.  There  was  not  so  large  a  percentage 
in  the  concern  at  Meriden. 

Q.  Have  you  had  any  knowledge  of  organized  labor  in  reepect  to  silver  plate  in 
those  companies? — A.  Not  in  reference  to  silver  plating,  but  in  reference  to  natting. 
We  are  the  only  industry  there  outside  of  hatting,  and  that  is  almost  entirely  under 
lal)or  organizations;  the  employees  are  all  members  of  labor  organizations. 

(J.  (By  Mr.  Ratchford.)  Do  you  have  any  labor  strikes? — ^A.  No,  sir;  I  ne\^ 
had  any  strikes. 

Q.  Among  the  silver  platers  there  are  no  labor  organizations  in  your  place?— A 
There  are  no  labor  oiiganizations  in  our  concern. 
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CX}MMON  STOCK  AS  BONUS. 

Q.  You  mentioned  the  fact  that  the  common  stock  of  this  combination  vraa  in  the 
character  of  a  bonus.  Do  you  mean  by  that  that  it  was  ffiven  over  and  above  the 
cash  and  the  preferred  as  a  bonus? — ^A.  Yes.  If  we  would  take  more  preferred — for 
instance,  instead  of  1300,000,  if  we  would  take  $400,000  preferred,  we  would  get 
(200,000  common.    It  was  an  inducement  to  take  preferred  stock  instead  of  cash. 

Q.  Was  this  not  a  fact,  too,  that  when  the  preferred  stock  of  this  company  went 
on  the  market  it  was  sold  at  85?  Now,  instead  of  your  common  stock  beine  a  bonus, 
is  it  not  a  fact  that  the  common  stock  was  put  in  to  level  up  your  preferrea  to  par? — 
A.  It  was  in  the  hope  that  it  would. 

Q.  Is  not  that  the  business  reason,  the  business  view,  instead  of  saving  that  the 
common  was  given  as  a  bonus:  that  you  could  not  sell  an  industrial  stock  of  that 
kind  at  par?— A.  We  all  hoped  that  we  could  get  a  littie  more  out  of  the  preferrt^ 
and  common. 

Q.  Jointly?— A.  Jointly;  we  thoiight  it  would  amount  to  more  than  that. 

Q.  By  combining  your  preferred  and  common,  you  would  have  a  premium  on  the 
100  per  cent?— A.  Yes,  it  was  believed  that  would  be  the  case,  and  for  that  reason  I 
judged  many  would  be  induced  to  take  more  preferred  than  cash.  Thus  they  would 
be  enabled  to  sell  on  the  market.  It  was  to  be  listed,  and  they  were  going  to  sell  it, 
Bit  will. 

SAVING  ON  LARGE  PURCHASES— COMPETITION  WflH  TUB  INTERNATIONAL. 

Q.  (By  Mr.  Ratchpord.)  Are  you  a  competitor  of  the  International  Silver  Com- 
pany?— A.  Yes. 

Q.  Operating  independently  outside  of  that  company? — ^A.  Yes. 

Q.  What  can  you  say  with  reference  to  the  relative  cost  of  raw  material  as  com- 
pared with  the  cost  to  the  International  Silver  Company?  Can  you  buy  your  mate- 
rials as  cheaplv  as  they  can? — A.  On  general  principles  a  person  buying  very  large 
quantities  mignt  be  able  to  buy  for  less  than  one  who  bought  in  smaller  quantities. 
I  think  that  we  have  been  enabled  to  buy  at  the  same  price. 

Q.  That  vou  can  buy  at  the  same  price? — A.  I  think  we  have,  but  how  long  such 
I  state  of  things  will  exist  in  general  business  activity  I  do  not  know.  I  should 
iudge  a  larger  quantity  would  he  able  to  be  bought  better. 

Q.  As  to  the  selling  of  your  wares,  do  you  receive  about  the  same  price  that  they 
lo? — A.  Yes;  that  is,  we  are  compelled  to  meet  oompNetition. 

Q.  The  competition  is  rather  keen  between  you,  is  it  not?— A.  Yes. 

WHY  WAGES  ROSE  MORE  IN  DANBURY  THAN  IN  MSRIDBN. 

Q.  Mr.  Dodd  stated  this  morning  that  the  wages  of  labor  advanced  within  the  last 
rear  in  the  International  Silver  Company  from  5  to  7(  per  cent.  You  have  stated 
low  that  the  wa^es  of  labor  in  your  company  advanced  from  10  to  20  per  cent? — A. 
Dhat  is  in  the  Silver  Plate  Company  of  Danbury.    That  is  a  part  of  C.  Kogers  &  Bros. 

Q.  I  should  judge  that  the  price  for  labor  would  be  the  same,  or  the  advance, 
vith  C.  Bogers  <&  Bros,  in  Meriden  as  it  is  with  the  International? — A.  Yes. 

Q.  They  are  neighbors,  I  understand?  The  advance  in  Banbury  is  greatei  than  it 
s  in  Meriden,  is  it? — A.  Yes. 

Q.  Can  you  explain  why  it  isi? — ^A.  We  do  not  come  under  such  competition  as 
he  Meriden  house  does. 

Q.  But  the  goods  that  are  manufactured  in  both  places  A.  (Interrupting.)  We 
oanufacture  different. 

Q.  Sell  for  about  the  same  price  to  the  consumer,  do  they  not?— A.  The  concern  in 
>anbury  make  a  different  class  of  goods  from  the  concern  in  Meriden,  and  there  is 
lot  the  competition  in  that  class  of  goods  that  there  is  in  this — in  flat  ware,  spoons 
nd  forks,  such  as  the  Meriden  C.  Rogers  &  Bros,  make  and  the  International  make 
n  Meriden. 

Q.  How  about  the  skill  and  efficiency  of  the  workmen?  Are  they  equally  skill- 
iil? — ^A.  They  do  not  require  in  Danburv  as  skilled  workmen  as  they  do  in  Meriden. 

Q.  And  yet  the  wases  in  Danbury  nave  increased  more  readily  than  those  in 
f  eriden? — A.  Yes;  and  it  is  not  as  skilled. 

Q.  (By  Mr.  Jenks.)  What  is  the  special  output  of  your  Danbury  establishment? — 
L.  Silver-plated  novelties,  mirrors,  clocks,  lamps,  mantel  ornaments^  and  a  certain 
Ine  of  upholstered  goods. 
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Q.  Is  the  general  percentage  of  profit  in  goods  of  that  kind  lai^r  than  it  is  m 
articles  like  spoons  and  fork^ — A.  Yes.  It  is  on  account  of  their  novelty.  As  sooii 
as  it  gets  over  that  point  thev  go  lower. 

Q.  Do  I  anderstand  hy  tnat,  then,  that  yon  are  continoally  getting  ap  nev  pat- 
terns, new  kinds  of  goods,  and  so  on,  that  you  are  patting  oat? — ^A.  *Yes. 

KXPOBTINQ  TO  ENGLAND. 

Q.  Have  ypu  any  foreign  competition  in  vour  bosinese? — A.  Yes;  that  is,  we  art 
able  to  sell  in  the  foreign  market  now  and  are  exporting  a  great  many  goods,  par- 
ticularlv  mantel  ornaments  and  clocks  for  mantels. 

Q.  (By  Mr.  Jbnks.)  To  what  countries  are  you  exporting? — A.  Enjrland. 

Q.  (By  Mr.  Ratchford.)  Do  these  foreign  Voods  meet  the  home  goods  in  these 
markets  to  any  extent? — A.  Not  now.  They  did — ^it  is  reversed  now.  We  are  al4e 
to  export,  witn  trade  increasing.  We  have  always  considered  silverware  lows'  la 
Europe  or  in  England  than  it  is  here. 

Q.  Can  you  say  that  the  domestic  market  belongs  entirely  to  donaestic  mannlK- 
turere  in  your  line? — A.  Yes. 

Q.  You  are  extending  your  trade  abroad? — ^A.  Yes;  we  excel  in  finish  and  are  ik>v 
competing  with  them  in  price. 

MANNER  OF  HIRING   MEN. 

Q.  How  are  wages  fixed  with  your  emplo^^ees? — A.  By  the  piece.  We  take  « 
yoimg  man  of  16  or  17,  and  we  will  employ  him  bv  the  day  to  begin  with,  in  one 
branch  I  refer  to  now — buffing.  An  experienced  buffer — that  is,  sand  buffine  os 
metal — an  ordinary  buffer  will  earn  about  $2  ner  day.  We  are  in  a  locality  winsK 
we  can  not  draw  upon  experienced  labor — ^in  Danbury;  it  is  away  from  Menken  aof! 
other  places  where  they  have  other  factories  to  go  into,  so  we  talEe  a  young  man  and 
give  him  $4  to  |6  a  week  and  teach  him.  We  pay  him  that  while  learning,  but  ci 
course  he  does  not  earn  his  wa^. 

Q.  You  are  paying  him  during  apprenticeship? — ^A.  We  are  paying  him  daiiar 
apprenticeship.  It  may  last  in  this  case  for  3  or  4  weeks.  Then  we  put  him  at  pietT 
work,  and  they  are  able,  as  I  say,  to  earn  from  $6  to  $12  per  week;  and  that  is  with 
the  young  man.  I  may  say  that  this  is  possibly  exceptional.  There  are  other 
branches,  like  casting.  There  we  will  take  young  men  and  put  them  to  work,  and 
it  is  of  such  a  nature  that  they  learn  very  quickly — some  do — ^and  they  are  eaznii^ 
now  all  the  way  from  $9  to  $11  and  $12  a  week. 

Q,  What  is  the  number  of  houre'  work? — ^A.  Ten  hours  per  day. 

EXPORTS  ONRTKNTH  OF  PRODUCT. 

Q.  (By  Mr.  Jknks.)  What  proportion  of  your  goods  do  vou  export?— A.  Not  more 
than  one-tenth  now.    It  is  increasing  all  the  time— possibiy  more  than  that 

Q.  From  10  per  cent  upward  now  you  are  exj)ortmg? — A.  Yea. 

Q.  (By  Mr.  Farquhar.j  What  country  principally  do  you  export  to? — A.  England 
We  send  to  other  parts  of  the  world,  but  I  am  speaking  of  England  alone;  we  send 
to  Australia. 

BETTER  OUTSIDE  THE  COMBINATION — ^WALL  STREET  COMPETITION. 

Q.  (By  Mr.  Farquhar.)  As  you  stand  now,  an  independent  manufacturer,  woaM 
you  just  as  soon  be  outside  the  combination  as  in  it,  as  a  business  man? — ^A.  I  should 
prefer  to  be  outside,  whereby  we  don't  come  in  contact  with  unnatural  things,  where 
one  is  receiving  resources  from  things  not  pertaining  to  their  business,  and  they  are 
unable  to  seriously  injure  the  outside  concern. 

Q.  (By  Mr.  Jenks.)  Will  you  tell  Just  what  you  mean  by  that?— A.  I  mean  this: 
It  is  our  fear  that  the  competition  with  the  International  would  not  be  on  a  direct 
business  basis  of  costs;  that  it  would  be  governed  rather  by  the  amount  that  could 
be  made  in  the  rise  and  fall  of  the  stock  on  the  market  in  Wall  street 

Q.  (By  Mr.  Farquhar.^  That  is,  that  the  stock  market  has  something  to  do  with 
the  International  and  its  ousiness? — A.  Yes;  to  use  a  term  that  will  express  it,  thst 
there  are  a  good  many  in  the  International  that  are  what  are  termed  in  Wall  street 
"tape  worms,"  or  stockholders  who  are  busily  watehing  fluctuations  on  the  market 
I  am  pleased  to  say  that  I  am  on  very  friendly  terms  with  each  one  of  them,  bat  I 
say  we  fear  competition  from  that  source,  but  fear  nothing  from  active  business  com* 
petition. 

Q.  Fair  play?— A.  Fair  play. 
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Q.  (By  Mr.  Jbnks.)  You  think  then,  that  while  there  are  advantages  that  you 
have  yourself  mentioned  in  combination,  there  are  other  advantages  in  being  inde- 
pendent, each  individual  managing  his  own  concern,  which  would  perhaps  offset 
those  first  mentioned? — A.  There  are  benefits  in  a  good  combination,  founoed  upon 
a  good  sound  basis. 

Q.  (By  Mr.  Farquhab.)  If  it  does  not  try  to  do  too  much? — ^A.  If  it  does  not  try 
to  do  too  much;  but  a  ^ood  independent  concern  can  always  take  care  of  itself  if 
properly  conducted — ^if  it  does  not  meet  with  what  I  have  sunijested;  that  is  a  thing 
that  would  be  a  very  dangerous  factor  under  the  present  condition. 

THE  INTERNATIONAL — NO  DIVIDENDS — SALARIES  OF  OFFICERS. 

Q.  (By  Mr.  Jbnks.)  Has  the  International  Company  paid  any  dividends  on  the 
preferred  stock  yet? — A.  No,  sir. 

Q.  Have  you  any  information  with  reference  to  the  expenses  of  the  Company  as 
rewds  the  salaries  of  officers,  or  matters  of  that  kind? — ^A.  I  understood,  and  have 
it  from  a  reliable  source,  that  they  would  receive  15,000,  each  of  the  active  directors, 
and  $7,000  for  the  president,  voted  at  the  first  meeting.  At  about  the  time  the  divi- 
dend was  to  be  declared,  that  dividend  was  i)aBSed,  not  paid,  you  understand,  and 
they  advanced  the  salaries  of  those  who  had  been  receiving  $5,000  to  $10,000,  the 
president  to  $12,000,  and  what  the  treasurer  got,  who  was  the  Wall  street  end  of  it, 
I  do  not  know,  but  I  heard  he  got  $25,000. 

Q.  This  information  is  from  a  source  that  you  are  certain,  from  the  circumstances 
of  the  case,  knows  the  facts? — ^A.  Yes;  from  a  stockholder  of  the  company. 

Q.  (By  Mr.  Clarejb.)  It  is  hearsay  evidence,  is  it  not? — A.  It  is  evidence  I  believe 
I  coula  bring  a  little  proof  of.  • 

Q.  You  do  not  know  about  it  yourself;  you  are  not  in  the  company? — A.  Nothing 
more  than  what  I  have  been  told  by  a  party  who  is  a  stockholder  in  it,  and  directly 
interested  in  it.  I  think  you  could  have  got  that  information  if  you  had  asked  one 
of  the  g|entlemen  on  the  stand  this  morning. 

(Testimony  doeed.) 


1  See  Mr.  Dodd,  p.  1062;  Mr.  Watrons,  p.  1066. 


STATE  COBPOBATION  LAWS  AND  TBANSFEB 

COMPAlflES. 

WAflHiNOTON,  D.  C,  October  18,  1899, 

TSSTIMOHT  OF  MB.  JAMES  B.  DHL, 

AtUimey  at  law. 

At  a  meeting  of  the  United  States  Industrial  Commission  held  at  its  offices  in  the 
Bliss  Building  at  11  a.  m.  October  18,  1899,  Mr.  James  B.  Dill,  lawyer,  being  duly 
sworn,  testifi^  on  the  subject  of  trusts. 

THE  PROFESSION  OP  THE  WITNESS. 

Q.  (By  Mr.  Jbnks.)  Will  you  give  your  name  and  address  to  the  stenographer, 
please? — A.  James  B.  Dill,  No.  27  Pine  street,  New  York. 

Q.  Your  business? — ^A.  Lawyer. 

Q.  How  long  have  you  been  in  the  bu8ine8s?'-A.  About  25  years. 

Q.  Where  lutve  you  been  practicing? — A.  In  New  York  and  New  Jersey. 

Q.  You  are  familiar  with  tne  corporation  laws  of  New  Jersey? — ^A.  Yes. 

Q.  Have  you  written  or  published  anything  on  the  subject? — A.  In  the  first  place, 
I  was  chairman  of  the  State  commission  to  revise  the  corporation  laws  of  New  «iersey 
relating  to  financial  institutions.  I  am  the  author  of  the  official  edition  of  the  cor- 
poration statutes  of  New  Jersey,  and  author  of  Dill  on  New  Jersey  Corporations, 
which  is  the  laiger  publication  on  the  subject 

Q.  Have  you  oeen,  in  your  practice,  associated  with  the  organization  of  some  of 
the  laiger  combinations? — ^A.  Yes. 

Q.  (Sm  you  give  us  any  idea  as  to  the  amount  of  work  along  this  line  that  you 
have  done,  the  amount  of  capital  oiganized  in  your  office  within  a  year  or  two? — 
A.  I  suppose  this  year  that  we  have  had  charge  of  the  law  end  of  organizations  whose 
aggregate  capital  would  run  from  $500,000,000  to  $1,000,000,000. 

TRAMP  CORFOBATIONS  DEFINED. 

Q.  What  do  you  understand  by  what  is  called  a  tramp  corporation?— A.  A  corpo- 
ration which,  liavinff  a  charter  from  one  State,  assumes  to  carry  on  ita  entire  function 
out  of  that  State  ana  to  do  business  entirely  in  other  States. 

Q.  Under  the  New  Jersey  laws  would  tramp  corporations  be  possible? — ^A.  Were 
the  New  Jersey  laws  strictly  enforced  a  tramp  corporation  would  be  impossible. 

Q.  Will  you  mention  the  points  of  the  New  Jersey  laws  which  prevent  tramp  organi- 
zations from  being  organized  in  New  Jersey? — ^A.  The  distinction  between  what  is 
commonly  known  as  a  tramp  companv  ana  a  proper  corporation  is  the  fact  as  to 
w^hether  or  not  the  stockholders  are  allowed  by  law  to  meet  out  of  the  State  which 
creates  the  corporation.  When  States  simply  grant  the  charters  and  permit  the  entire 
work  of  the  organizations  to  be  carried  on  outside  of  the  States,  they  are  tramp 
organizations,  in  my  judgment  The  distinffuishing  features  in  New  Jersey  are  as 
follows:  First,  the  stockholders  are  forbidden  bv  law  to  meet  outside  of  the  State,  and 
secondly,  bv  statute  and  decisions,  any  act  of  the  stockholders  convened  in  meetings 
outside  of  the  State  is  void. 

Q.  All  stockholders'  meetings  must  be  held  in  the  State? — ^A.  All  stockholders' 
meetings  must  by  statute  be  held  not  only  within  the  State,  but  at  the  roistered 
office;  and  the  courts  of  New  Jersey  have  held  that  stockholders  assuming  to  convene 
outside  of  the  State,  and  act  as  such,  thereby  render  themselves  liable  as  copartners 
for  the  transaction  in  question.  In  the  next  place,  the  statutes  of  New  Jersey  are 
more  emphatic  perhaps  than  those  of  any  other  State,  in  that  a  company  must  not 
only  have  bat  must  maintain  a  principal  and  registered  office  in  that  State. 
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THE  PRINni»Al^-<)FFI('E   KEATUBS  OP  THE  NEW  JEB8EY  CORPOR.\TIOX  LAW. 

Q.  What  is  meant  b^this  principal  office? — A.  I  might  sav  parenthetically  tint 
thet^)  ittrict  proviflionB  with  rey^anl  to  maintaining  an  office  and  registering  it  ai?  oi 
recent  growth — Rtatutes  enacted  within  the  last  3  yeans,  in  obedience  to  w^seem^to 
be  public  demand  for  more  publicity  on  the  part  of  corporations  as  to  maintjiiningt 
principal  office.    There  are  under  the  statutes  the  following  requirements: 

First.  By  the  act  adopted  in  1897,  every  corporation  must  state,  in  every  p^«rit 
files  and  in  every  statement  it  publishes,  the  street  and  number  of  its  oMce  in  tbe 
State,  and  the  name  ot  the  pernon  in  charge  as  its  agent;  and  a  misrepresentatHKi  in 
this  respect  renders  all  of  the  directors  personally  li^le  for  all  debts  of  the  conoenL 

Recond.  The  agent  must  be  either  a  domestic  corporation,  or,  by  the  statute  of  189$, 
a  trust  company.  This  later  legislation,  which  was  passed  under  the  banking  oomm^ 
sion,  of  which  1  was  chairman,  was  passed  because  we  recognized  in  New  JeraevtiK 
netx'wity  of  having  all  these  matters  relating  to  publicity  carried  on  by  a  oorpoiatioo 
which  liad  known  renpcmsibility  and  which  was  under  the  direct  supervision  of  tbe 
insurance  and  linking  department  in  the  State. 

Third.  By  the  statutes  of  1896, 1897,  and  1898  the  corporation  is  required,  as  I 
have  said  Ix'fore,  to  have  an  agent  in  charge  of  that  office  at  all  times  during  bosiiieai 
houra.  They  are  alno  required — tliis  bears  directly  on  publicity — to  have  a  perei* 
there  who  is  authorize<l  to  transfer  stock,  and  that  nereon,  under  a  penalty  of  ^* 
day,  is  required  to  keep  three  things:  First,  a  booK  which  shall  contain  tbe  Darner 
and  a<ldrt*sses  of  every  stockholder,  together  with  the  number  of  shares  held  by  hiin; 
second,  a  Xxuik  which  shall  contain  the  name,  residence,  and  address  of  every  offie& 
of  the  corporation  in  question;  and  ttiird,  by  the  law  of  1898,  a  daily  list,  posted  {t^ 
date,  which  shall  contain  the  names,  alphabetically  arranged,  of  every  stockholder, 
the  amount  of  his  holdings,  whence  he  derived  them,  and,  when  he  transfeis^  to 
whom,  togi'ther  with  his  a<ldresH. 

A  failure  to  keep  this  list  on  the  part  of  the  agent  subjects  him  to  a  penalty  ol  1^ 
a  day,  and  the  failure  of  the  officer  to  produce  this  list  renders  him  ineligible  usd^ 
the  statute  to  election  to  any  office  whatever  in  the  corporation  for  the  succeediM 
year.  Finally,  corporations  are  compelled  to  send  out  from  this  principal  officer 
statement  un()er  oath  of  every  addition  to  the  payment  of  capital  stock  made  1? 
them  and  to  Htate  how  much  of  that  capital  is  cash  and  how  much  is  property.  I^ 
me  explain  that  this  does  not  simply  mean  that  reports  must  be  made  as  to  wheoill 
the  capital  is  paid  in,  but  when  each  and  every  installment  is  paid;  and  ami^P' 
resentation  or  failure  on  the  part  of  an  officer  to  do  that  renders  him  liable  for  all  tbe 
debts  of  the  concern,  and  in  the  State  of  New  Jersey  is  a  tort 

PUBLICITY  REQUIRED  UNDER  THE  NEW  JERSEY  LAW. 

Q*  You  say  they  are  compelled  to  send  out  a  statement  under  oath.  What  do  yoo 
mean  by  sending  it  out? — A.  They  must  file  it  in  the  office  of  the  secretary  of  state, 
and  inferentially ,  although  not  expressly  in  the  statute,  they  should  obtain  a  certi- 
fied copy  of  each  of  these  things  and  keep  it  in  the  office,  open  to  the  inspection 
of  the  8t<K'kh<)lder8.  Finally,  all  of  these  records  are,  by  the  amendment  of  1^ 
made  ojk'u  to  the  insiHH'tion  of  all  stockholders  of  the  company  at  all  times  during 
bufiincHs  hours,  and  the  failure  to  do  this  on  the  part  of  any  one  of  the  officeren<5t 
only  subjects  him  to  a  jienalty,  but  in  my  judgment,  under  the  recent  penal  code, 
is  a  miMleuieanor,  for  which  he  can  be  imprisoned. 

Q.  Yuu  said  in  ac^cordance  with  the  statutes  of  1899  these  agents  of  corporatioitf 
must  l>e  tnist  companies? — A.  Yes. 

Q.  Is  it  contrary  to  the  law  or  illegal  for  individuals  to  act  as  agents? — A.  There b 
no  prohibition  against  individuals  of  full  age  who  are  residents  of  the  State.  Tbe« 
have  spnmg  up  a  lot  of  companies  whose  responsibility  I  w^ill  not  say  waa  Qp^ 
tioned,  out  was  not  known.  There  were  important  functions  being  carrieS  on  by(^' 
porations  whose  responsibility  was  not  known  in  the  State,  and  therefore  that  power 
was  expressly  taken  away  from  them  and  expressly  conferred  on  trust  comjames; 
the  i)rovisions  as  to  trust  companies  in  the  State  of  New  Jersey  being  strict  be^'ona 
the  ordinary. 

Q.  Did  you  say  this  power  to  act  as  agents  for  these  corporations  is  taken  away 
from  individuals*? — A.  No;  it  was  taken  away  from  companies  other  than  tnwt  ccbB' 
panics. 

THE  ROVING   CHARTER  OF  WEST  VIRGINIA. 

Q.  In  what  respects  do  the  laws  of  Delaware  and  West  Virginia  differ  fr^^^^ 
of  New  Jersey  in  this  particular? — A.  West  Virginia  grants  a  charter  for  a  fixed  ^ 
for  any  amount  with  any  powers,  the  only  restriction  oeing  a  limitation  of  thecapiv 
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to  $5,000|000 — what  is  commonly  known  as  a  roving  charter.     The  stockholdera  may 
meet  anywhere  on  earth.    They  may  have  their  offices  anywhere  on  earth.    They 
may  transact  any  business  they  choose  outside  of  the  State,  and  there  is  nothing  that 
tbey  are  obliged  to  do  in  the  State.    Now,  the  point  of  that^  and  all  members  of  the 
bar  will  appreciate  it,  is  this:  The  State  which  grants  that  kmd  of  a  charter  opens  the 
door  to  fraud.    It  is  a  recognized  principle  of  law  that  the  State  of  New  York  has  no 
power  in  its  Courts  to  compel  a  New  Jersey  corporation,  even  at  the  instance  of  a  New 
York  stockholder,  to  brings  its  books  into  New  York  for  examination  on  the  part  of 
that  stockholder.    The  gentleman,  who  is  a  member  of  the  bar  from  New  YorJc,  w^l 
recognize  in  the  late  decision  of  the  Supreme  Court  on  that  subject  that  this  has 
been  uniformly  held.    The  State  of  Maryland  has  not  any  power  whatever,  at  the 
instance  of  a  Maryland  citizen  who  is  a  stockholder  of  a  New  York  company,  to  com- 
pel the  New  York  company  to  allow  inspection  of  its  books  in  Maryland.     The 
moment  the  State  of  West  Vii^nia  permits  its  corporations  to  hold  their  meetings 
and  keep  their  books  anywhere,  it  at  once  grants  them  rights  to  take  their  books 
out  of  the  State  of  West  Vii^nia  and  keep  tnem  out  of  the  State  of  West  Vir^nia, 
and  to  put  them  into  States  where  no  courts  have  power  to  compel  an  inspection  of 
them.    That  is  what  I  call  a  roving  charter. 

CHARACTERISTICS  OF  THE  DELAWARE  LAW. 

The  law  of  the  State  of  Delaware,  which  is  a  cross  between  that  of  West  Virginia 
and  that  of  New  Jersey,  does  not  require  the  keeping  of  stock  and  transfer  books  in 
the  State,  but  says  that  duplicates  must  be  kept  It  does  not  have  the  requirement 
which  is  fundamental,  namely,  that  a  list  shall  be  kept  posted  to  date  all  the  time, 
with  the  actual  names,  holdmgs,  and  addresses  of  the  stockholders.  Now,  if  you 
and  I  inspect  the  Delaware  transfer  books  we  can  not  find  a  thing,  because,  as  a  rule, 
they  just  keep  a  blank  book  without  any  names.  There  is  no  requirement  that  the 
books  shall  be  posted  to  date.  If  they  are  filled  up  once  a  vear,  that  is  all  that  is 
required.  Meanwhile  the  stockholders  can  not  get  the  information  that  the  law 
requires. 

THE  BIGHTS  OF  STOCKHOLDERS  IN   NEW  YORK. 

Q.  In  what  respect  does  the  law  of  New  York  differ  from  that  of  New  Jersey  as 
regards  this  matter  of  publicity  to  the  stockholders? — ^A.  There  is  no  statute,  but  the 
courts  in  the  State  of  New  York  have  imiformly  granted  the  fullest  license  to  the 
stockholders  in  a  company  to  examine  its  books,  and  they  have  laudably  desired  to 
find  a  law  which  would  enable  them  to  compel  tramp  organizations  to  show  up  in 
New  York;  but  inasmuch  as  the  courts  of  cnancery  nave  only  the  powers  of  the 
courts  of  the  Kin^s  bench  in  England,  that  power  was  not  one  named,  because  in 
those  days  they  did  not  have  tramp  organizations,  and  of  course  the  court  of  chancery 
of  England  was  not  provided  with  a  remedy  against  what  did  not  exist. 

Q.  Then  the  courts  of  New  York  have  protected  the  stockholders  of  New  York 
corporations  to  the  same  extent  substantially  as  the  New  Jersey  laws  protect  New 
Jersey  corp^orationel? — A.  They  have  as  to  their  own  citizens. 

Q.  That  is  what  I  mean. — A.  But  New  Jersey  has  gone  further,  and  sajs  that  the 
failure  to  keep  that  list  shall  not  only  subject  tne  man  who  fails  to  keep  it  to  a  fine, 
but  shall  oust  the  entire  board  of  directors  or  the  entire  list  of  officers  at  the  next 
board  of  directors'  election. 

• 

THE   LAW  REQUIRING   PUBLICITY   NOT  ENFORCED   IN   NEW  JERSEY. 

Q.  Have  you  any  information  as  to  the  extent  to  which  tlie  corporations  of  the 
State  of  New  Jersey  comply  with  this  law? — A.  Yes;  it  is  my  impression  that  while 
the  laws  of  the  State  of  New  Jersey  on  the  statute  books  are  more  severe  in  the  direc- 
tion of  publicity  than  those  on  the  statute  books  of  any  other  State  as  to  who  makes 
up  the  corporation,  their  enforcement  is  more  honored  m  the  breach  than  the  observ- 
ance. 

Q.  What  basis  have  you  on  which  to  form  an  opinion  of  that  kind? — A.  The  State 
of  New  Jersey  puts  it  in  the  hands  of  the  attorney-general,  and  the  attorney-general 
sdone,  to  bring  suits  against  corporations  for  failure  to  file  their  annual  reports — l?y 
annual  reports  I  mean  those  reports  which  contain  the  name  of  the  office  and  location 
of  oflSce  by  street  and  number,  the  name  of  the  agent,  the  names  of  the  officers  with 
their  addresses,  the  date  when  they  were  elected,  and  the  time  which  they  are  to  serve. 
The  law  prescribes  a  penalty  of  $200,  and  I  have  seen  the  statement  made  in  one  of 
the  newspapers  of  New  Jersey  that,  taking  10,000  corporations  at  random,  not  as 
many  as  2,000  of  them  have  filed  that  one  published  statement. 


1080        HSARUfOB  BEFORE  THE   INDUSTRIAL   COMMISSION. 

Q.  What  reason  have  yoa  for  believing  that  this  report  in  the  poblic  presB  i«  tnie* 
Have  you  any  information  beyond  that  general  statement? — A.  Ye^;  I  nee  daily  a  li^ 
of  every  corporation  organized  in  the  State  of  New  Jersey,  as  well  as  in  some  otb^ 
States.  In  order  to  be  sare  about  this  qnestion,  I  j^ve  an  order  for  public  recori«  a: 
the  office  of  the  secretary  of  state,  which  any  citizen  is  entitled  to  have,  for  every 
re{x>rt  filed  there  dnrins  the  course  of  a  year;  and  taking  the  number  of  corpoiati^.c^ 
and  comparing  that  with  the  number  of  corresponding  reports,  I  was  led  to  the  oc- 
clusion tnat  the  gentleman  who  wrote  the  article  in  the  newspaper  had  investigatto 
the  facts  as  well  as  myself. 

Q.  Then  you  formed  this  opinion  largel v  from  the  reports  that  have  been  sent  yva 
from  the  office  of  the  secretary  of  state?^A.  Yes. 

THS  OVBBCAPrrAUZATION  OP  CORPORATIONS. 

Q.  From  your  experience  in  the  oiganization  of  some  of  the  lar^ge  corporations 
have  you  been  able  to  form  any  judgment  on  the  question  of  overcapitalization,  s$ 
to  whether  or  not  they  are  in  many  cases  capitalized  for  considerably  more  than  the 
real  value  of  the  properties  put  in? — A.  If  you  will  let  me  answer  that  question  in  mr 
own  way,  I  will  do  so  by  sayine  that  there  are  corporations  and  corporationsL  There 
are  verv  many  corporations,  wnich  we  will  call  combines,  which  are  organized  on  a 
lNU<iH  that  presents  no  dangerous  asi)ects  to  the  pjublic;  but  there  are  very  many  ala) 
organized  with  a  good  deal  of  capital  that,  in  my  judgment,  if  not  intendra  originailv 
for  fraudulent  purposes,  will  become  the  cause  of  fraudulent  action. 

Q.  Will  vou  explain  that  a  little  more  in  detail? — A.  I  assume  that  there  are  cor- 
porations that  are  groHsIy  overcapitalized  for  various  reasons  and  with  varioos  nor- 
poses.  Any  corporation  that  is  grossly  overcapitalized  is  presumably  oi^ganizea  in 
the  first  instance  for  the  purpose  of  getting  the  stock  to  the  public.  Now,  in  oider 
to  get  such  stock  to  the  public,  there  must  be  either  a  misrepresentation  of  htcts,  or, 
what  in  my  judgment  is  ]U8t  as  bad,  a  concealment  of  material  facts;  and  in  my  ju<ig- 
ment  in  many  of  the  so-called  combines  there  is  a  concealment  of  material  facts. 

Q.  Do  you  base  that  opinion  on  what  has  come  under  your  own  observation? — ^A. 
Yes;  if  you  do  not  take  that  answer  to  mean  that  I  am  oi  that  opinion  with  respect 
to  corporations  I  have  organized  myself.  I  have  declined  many  organizations,  ^ow. 
without  calling  names  at  all,  a  corporation  was  brought  to  my  attention — I  will 
say  2  months  ago,  so  as  not  to  brine  it  too  near— concerning  which,  after  a  careful 
examination  of  the  assets,  the  conclusion  was  reached  in  our  office  that  $500,000 
would  be  a  maximum  fair  valuation.  We  declined  to  organize  that  corporation  for 
$8,000,000  and  float  it.  I  should  not  want  to  be  brought  into  anv  unpleasant  positioo 
by  having  you  ask  the  name;  but  it  is  advertised  before  the  public  to-day  at 
$8,000,000.  Well,  1  do  not  know  from  reading  the  prospectus  that  any  man  coul^  be 
indicted  for  making  false  representations;  but  I  do  know  it  lacks  dreadfully  in  th« 
statement  of  material  facts — facts  that  the  public  ought  to  know. 

Q.  Dot«  this  overi'apitalization  and  misrepresentotion,  in  your  judgment,  chiefly 
affect  the  buyers  of  stO(*k,  or  does  it  affect  the  consumers  of  goods  through  prioft^— 
A.  It  affects  industry  in  general,  and  1  can  not  agree  with  very  many  of  my  col- 
leagues, who  say  that  the  question  of  the  amount  of  capitalization  is  simply  a  matter 
of  adjustment  with  the  public;  because  the  ordinary  company,  largely  capitalized, 
doi«  not,  as  a  rule,  have  the  same  directors  as  it  has  as  first.     It  does  not,  as  a  rule, 
consist  of  exactly  the  same  men  the  second  year  as  the  first     Now,  whoever  is  in 
office  as  a  director  the  first  or  second  year  feels  it  necessary,  in  order  to  keep  his 
standing,  and  especually  with  concerns  that  have  a  Wall  street  end,  either  to  make  a 
showing  of  a  dividend  earned  or  to  declare  one  tliat  is  not  earned.     In  other  words, 
so  far  as  the  rare  with  honest  competitors  is  concerned,  the  fraudulently  capitalized 
com]>anv  is  bound  to  make  an  equal  showing  of  honest  earnings;  and  it  results  either 
in  a  robbing  of  the  capital  or  in  a  resorting  to  artificial  means  to  earn  that  dividend, 
which  artinc'ial  means  commonly  consist,  in  addition  to  putting  up  the  price  of  mate- 
rial, in  putting  down  the  price  of  labor.    So,  I  say,  I  can  not  agree  with  the  state- 
ment so  frequentl}^  made,   that  the  ouestion  of   capital  is  merely  a  matter  of 
adjustment.    Inflation  always,  in  my  judgment,  leads  to  a  material  error  and  possible 
wrongdoing. 

Q.  What  is  the  provision  of  the  laws  of  New  Jersey  with  reference  to  the  pa^'in}? 
in  of  the  capital  stock? — A.  The  law  of  the  State  of  New  Jersey — and  this  is  stnctiy 
enforced  in  New  Jersey — is  more  stringent  even  than  that  of  New  York;  the  New 
Jersey  law  requires  the  capital  to  be  paid  in  either  in  cash  or  in  property  at  its  faur 
valuation;  the  laws  of  New  York,  Delaware,  and  West  Vii^inia  permit  stock  to  be 
issued  for  that  terribly  indefinite  quantity,  namely,  services.  And  there  is  no  one 
thing  that  the  promoter  so  desires  to  capitalize  as  that;  there  is  no  one  thing  that  m 
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troubles  the  promoter  who  is  not  strictly  along  proper  lines  as  to  know  how  to  capi- 
talize stock  otherwise  known  as  services.  The  moment  you  allow  services  to  oe 
capitalized,  you  open  the  door  for  the  widest  possible  resulting  wron^,  because  the 
first  valuation  of  a  man's  services  always  comes  from  himself,  and  his  idea  of  the 
value  of  his  services  is  largely  dependent  on  how  much  water  he  wants  to  put  into 
the  stock. 

Q.  Is  there  any  provision  in  the  law  by  which  a  check  can  be  put  upon  the  esti- 
mate of  the  valuation  of  the  property  put  in? — ^A.  Yes,  in  case  of  fraaJ;  in  case  not 
of  unintentional  error  or  mistake  of  nonest  judgment,  but  of  fraud  or  overvaluation, 
all  the  stockholders  are  held  liable  for  the  payment  of  the  difference  between  what 
the  court  finds  was  the  real  or  actual  value  and  the  amount  for  which  stock  was 
issued. 

Q.  How  would  that  matter  be  determined? — ^A.  By  the  courts,  and  only  by  the 
courts. 

Q.  Who  would  bring  the  suit? — A.  Any  creditor  or  stockholder.  For  instance,  a 
case  is  now  pending  in  the  State  of  Pennsylvania  in  the  supreme  court,  where  the 
question  of  the  New  Jersey  statute  is  at  issue.  Three  promoters  got  together  and 
agreed  to  issue — I  am  not  mentioning  the  true  amounts— $5,000,C^  for  a  piece  of 
property.  After  the  additional  directors,  who  were  business  men,  came  m,  they 
found  out  that  that  property  was  worth  less  than  $150,000.  They  then  turned  around 
and  absolutely  refused  to  issue  that  stock.  In  order  to  test  that  question,  the  stock 
having  been  obtained,  they  are  suing  the  men  who  obtained  it,  or  the  men  in  ques- 
tion, £>r  the  difference  between  $150,000  and  $5,000,000.  The  courts  of  other  States 
are  very  free  on  that,  and  the  courts  of  New  Jersey  are  very  strict,  the  chancellor 
and  the  vice-chancellors  having  great  x>owers  as  common  sense  men  to  pass  on  that 
question.    New  Jersey  is  a  very  dangerous  State  to  overcapitalize  in. 


WHY   CORPORATIONS  ORGANIZE   IN   NEW  JERSEY  RATHER  THAN   IN   OTHER  STATES. 

Q.  (By  Representative  Livingston.)  Why  is  it,  then,  if  the  laws  are  such  as  you 
say,  that  60  per  cent  of  all  the  charters  taken  out  by  the  syndicates,  combines,  and 
trusts  are  tasen  out  in  the  State  of  New  Jersey?  What  is  there  in  the  law  of  New 
Jersey  that  induces  the  whole  world  to  gq  there  for  a  chartei? — A.  I  am  afraid  you  are 
leading  me  into  a  long  discussion,  but  1  will  answer  you  with  great  cheerfulness.  In 
the  fiiit  place,  corporations  go  to  the  State  of  New  Jersey  for  the  reason  assigned  by 
a  prominent  banker  in  New  York,  a  gentleman  who  is  one  of  the  best  known,  or 
represented  one  of  the  best  known  lai^ge  banking  houses  there.  He  was  asked  at  a 
board  of  trade  dinner  at  which  I  was  present,  vmy  he  sent  his  corporations  to  New 
Jersey.  Scad  he,  "I,  as  a  New  York  man,  send  my  corporations  to  New  Jersey  for 
the  same  reason  that  I  deposit  in  the  City  National  Jsank,  the  reason  bein^  that  the 
State  of  New  Jersey  has  a  financial  surplus  in  its  treasury  and,  therefore,  will  not  be 
driven  to  squeeze  my  corporations  to  make  up  a  deficiencv.  The  State  of  New  York 
has  a  deficiency  in  its  vanous  departments,  and  its  officials  sit  up  nights  to  see  how 
they  can  squeeze  more  money  out  of  my  corporations." 

Q.  That  is  not  very  complimentary  to  New  York? — A.  That  is  his  opinion;  not 
mine.  Now,  in  the  next  place,  the  laws  of  the  State  of  New  Jersey  have  practically 
not  changed  since  1846,  excepting  in  the  addition  of  the  restrictive  provisions  of  whicn 
I  have  spoken ;  and,  therefore,  a  man  in  going  to  New  Jei-sey  feels  that  he  is  going 
into  a  State  that  has  had  a  definite  policy  for  many  years.  In  the  next  place,  the 
principal  thing  that  draw^s  corporations  to  New  Jersey  is,  in  my  judgment,  the  fact 
that  the  taxes  are  fixed.  In  otner  words,  they  are  required  to  pay  one-tenth  of  1  per 
cent — ^a  certain  amount,  no  more  and  no  less,  while  in  other  States 

Q.  (By  Mr.  Faequhar,  interrupting.)  You  mean  a  franchise  tax? — A.  I  mean  the 
only  tax  on  corporations  in  the  State. 

Q.  (By  Representative  Livingston.)  Is  what? — A.  It  is  one-tenth  of  1  per  cent  on 
the  capitEd  paid  in  on  incorporation. 

Q.  That  is  the  only  tax  paid  by  any  corporation? — A.  That  is  right.  Now,  then, 
the  only  official  you  can  deal  witn  in  that  matter  is  the  State  board  of  taxation,  and 
as  that  position  in  New  Jersey  is  considered  an  honorary  one,  you  find  a  fine  class  of 
men  whom  you  go  and  see  and  who  do  not  come  to  see  you,  and  the  only  question 
that  can  possibly  be  discussed  with  them  as  to  the  amount  of  your  tax  is  the  ques- 
tion of  what  you  have  paid  in.  In  other  words,  in  the  State  of  New  Jersey  you  can 
figure  exactly  what  your  tax  will  be,  while  in  some  other  States  there  are  three  or 
four  boards  with  half  a  dozen  individuals,  all  of  whom  apparently  prefer  to  see 
you  at  your  room  or  in  your  office,  rather  than  at  their  board  meeting,  as  to  what 
your  taxes  should  be.  I  do  not  think  that  a  gentleman,  a  prominent  member  of  the 
mr  of  New  York,  stated  a  iBCir-sX  Istmi  I  do  not  agree  with  him— when  he  did  aay 
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that  in  many  Stat<>8  the  practice  of  corporation  law,  especially  the  practice  n^se 
to  taxeH,  had  Hiinpiy  lMHX)iue  a  practice  of  corruption.  There  are  also  other  masm, 
if  you  want  them. 

Q.  I  want  to  be  very  candid  with  you  ;  I  want  to  understand  why  it  is.  I  kr..'i 
from  the  amount  of  money  you  mention  in  your  statement  that  it  is  no  wonder  y.«r 
taxei<  are  low. — A.  Ye»«. 

Q.  What  you  get  from  corporations  and  syndicates  in  the  way  of  charters  in  Nft 
JerHcy  is  astounding  to  me  and  to  the  world. — A.  That  is  ri^ht. 

Q.  No  wonder  you  can  make  a  uniform  tax  of  one-tenth  of  1  per  cent. — A.  Tbat  e 
right 

Q.  But  what  astonishes  me  is  to  know  that,  with  such  restrictions  as  yoa  tiirov 
around  corporations  and  syndicntes,  holding  them  down  to  honeety,  the v  go  there  ?o 
readily. — A.  Now,  I  will  give  you  another  reason.  I  have  heard  this  thing  diacnaeed 
by  businens  men  ;  I  have  sat  in  a  syndicate,  in  an  actual  meeting  of  a  large  corpon- 
tion,  where  $5,000,000  was  to  be  paid  in  and  where  a  discussion  aroee  as  to  whether 
they  should  go  to  Delaware,  where  they  would  have  no  tax — because  certain  classes 
of  corporations,  at*  telephone  companies,  are  totally  exempt  from  taxation  there— c>r  to 
West  Virginia  or  New  Jersey.  West  Virginia  was  turned  down  without  much  cod- 
sideration,  because  they  believe,  as  1  l)elieve,  that  the  Supreme  Court  of  the  United 
States  is  eventually  going  to  hold  that  corporations  organized  with  a  roving  chArter 
and  which  do  not,  like  a  live  tree,  keep  their  roots  in  the  soil  that  created  them,  an 
simply  partnerships. 

Q.  Your  laws  require  them  to  ket»p  open  books  in  New  Jersey? — A.  Absolutely. 

Q.  What  is  the  penalty? — A.  In  the  first  place  the  penalty  is  $200  a  day  on  the 
man  who  refusers;  in  the  second  place  the  failure  to  do  it  renders  every  offiwrof  tht 
company,  including  directors,  ineligible  to  office  at  the  next  election. 

Q.  Do  you  know  that  a  great  many  do  not  keep  open  books? — A.  I  do. 

Q.  Why  do  you  not  push  them? — A.  Do  you  ask  me,  as  a  New  York  lawyer,  why 
I  do  not  push  Uiem  in  the  State  of  New  Jersey? 

THB   PLAN   FOR  PAYING    IN   CAPFTAL  STOCK   IN   NEW  JERSEY. 

Q.  (By  Mr.  Jenkr.)  You  said  the  taxes  are  levied  upon  the  amount  of  capital  yu^ 
in.  What  provisions  are  made  in  the  New  Jersey  law  to  compel  the  paying  in  o( 
the  nominal  capital? — A.  The  State  of  New  Jersey  differs  from  some  other  States,  in 
that  you  first  name  in  your  certificate  of  incorporation  the  limit  to  which  yoontty 
ever  issue  stock  without  an  amendment  of  vour  charter.  You  then  name'as  yoor 
ai'tual  capital  the  amount  with  which  you  will  begin  business.  In  other  words,  itvli^ 
generally  read:  **The  stock  which  is  subscribed  to  this  corporation  bv  the  incorpo* 
tors  for  the  purpose  of  transacting  business  is  so  manv  dollars,  divided  as  follows" 
And  then  there  must  follow  the  name  of  each  subscriber,  the  amount  of  his  capita 
sto<;k  and  his  residence,  which  is  not  required  in  other  places. 

Q.  That  is,  the  amount  actually  paid  in  may  be  as  small  as  the  incorporatois 
ple^Lse? — A.  No:  never  under  $1,000. 

Q.  Never  unaer  1 1,000? — A.  Now,  as  soon  as  that  thousand  is  paid  in,  the  incorpv 
rators  must  file  a  certificate  under  oath  which  states  the  amount  that  has  been  i»w 
in,  whether  it  is  property  or  cash;  then  if  they  subsequently  get  $20,000— call  »>^ 
$20,000— making  their  canital  thereby  $21,000  authorized,  for  example,  they  inustfile 
another  certificate  of  similar  character;  and  I  may  add  here  parenthetically,  inan^*^ 
to  your  question,  that  the  statute  provides  that  any  officer  making  a  false  statem^i^ 
relating  to  corporations,  whether  verified  or  not,  shall  be  deemed  guiltv  oi  perjury. 

Q.  Is  there  any  provision  as  to  the  amount  that  must  be  paid  in  durii^r  theni^ 
year? — A.  A  company  can  not  transact  business  until  it  has  paid  in  $1,000. 

Q.  That  is  the  only  restriction? — A.  That  is  the  only  restriction.  ^ 

Q.  Is  there  no  provision  as  to  the  length  of  time  before  paying,  or  that  hail  or^ 
per  cent  of  the  stock  shall  be  paid  in? — A.  Let  me  answer  ^'ou  another  way.  The 
company  has  no  capital  stock  beyond  the  amount  that  is  paid  in,  but  as  they  go  up 
each  stei)  of  the  stairs  they  have  to  file  a  certificate  that  they  are  now,  forinfi^^ 
on  the  third  step — that  so  much  has  been  paid  in. 

PUBLICITY    AS   PROVIDED   FOR  BY   THB  ENGLISH   LAW. 

Q.  Can  you  also  state  the  provisions  of  the  English  law  regarding  publicity  so  ttj' 
as  it  differs  from  the  New  York  and  New  Jersey  laws? — ^A.  The  New  Jersey  ww  ^ 
largely  founded  upon  the  English  act,  but  is  about  3  years  behind  it  in  pointoi  pw^' 
ress.  The  P^nglish  law,  which  in  my  judgment  will  have  to  be  passed  in  all  States  *wi 
desire  to  stand  as  proper  charter-granting  States,  is  about  aa  follows:  All  stock  isow 
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by  anv  company,  in  whoeeever  hands  it  shall  be  or  shall  come,  shall  be  deemed 
to  be  held  subject  to  be  paid  in  full  in  cash,  unless  before  the  stock  is  i^ued  a  contract 
shall  have  been  filed  in  the  office  of  the  company,  and  open  to  the  public,  which 
shall  show  which  part  of  the  stock  has  been  issued  for  cash  and  which  for  property, 
and  which  shall  disclose  the  character  and  value  of  the  property  thus  taken.  The 
statute  then  goes  on  to  provide  that  anybody  may  have  a  copy  of  that  contract  on 
pavment  of  a  fixed  fee.    That  is  publicity. 

Q.  In  providing  that  the  character  of  the  property  shall  be  named,  does  the  law 
also  require  that  it  shall  be  located? — A.  Now  that  is  just  where  the  English  act  is 
lame,  and  thev  have  got  an  act  in  to  meet  that.  That  English  act  was  so  worded 
tJiat  they  couid  file  a  document  which  did  not  fully  disclose;  conseouently  to-day 
there  are  two  acts  pending  in  England  for  greater  publicity.  One  is  beiore  the  House 
of  Lords  and  the  other  beiore  the  House  oi  Commons.  I  should  have  brought  them 
with  me  if  I  had  supposed  the  subject  would  come  up;  but  I  will  try  to  describe 
them.  One  bill — that  before  the  House  of  Lords — provides,  first,  that  every  state- 
ment contained  in  the  promotion  scheme  shall  be  deemed  to  refer  to  money  unless 
otherwise  stated;  second,  that  every  director  and  officer  of  the  company  shall  be  held 
liable  personally  for  all  statements  or  prospectuses  issued  by  the  company,  it  being 
borne  m  mind  at  this  point  that  under  the  English  law  every  company  is  compelled 
to  issue  and  file  a  prospectus.  The  statute  then  goes  on  to  say  tnat  every  director 
elected,  whether  he  resigns  or  not,  shall  be  held  liable  as  a  director  and  officer  of  the 
company  until  after  his  resignation  has  been  filed  in  the  register's  office  and  the  new 
director  substituted  in  his  place.  So  that  there  is  somebooy  liable  all  the  time  for 
either  the  making  of  statements  or  the  failure  to  make  them.  The  bill  in  the  House 
of  Commons  is  somewhat  similar,  but  adds  this  clause,  which  I  regard  as  very  impor- 
tant, although  likely  to  give  rise  to  a  great  deal  of  litigation:  Every  director  and  offi- 
cer of  the  company  shall  be  responsible  not  only  for  statements  made,  but  shall  have 
the  same  degree  of  responsibility  if  the  prospectus  fails  to  state  any  material  fact. 
Now,  that  is  the  advanced  English  legislation,  and  this  country  is  rapidly  following 
England  in  that  direction.  You  will  pardon  me  for  not  havmg  stated  those  bilfi 
more  accurately;  but  I  did  not  know  I  was  to  be  asked  in  regard  to  them  or  I  should 
have  produced  them  here. 

Q.  (By  Representative  Livingston.)  Do  you  not  think  that  if  ^that  law  was  adopted 
in  the  Unitea  States  most  of  these  companies  would  go  out  of  existence? — ^A.  No;  I 
do  not;  I  can  not  go  as  far  as  that  with  you,  because  I  think  there  are  good  com- 
panies and  bad  companies. 

Q.  Of  which  are  there  the  most? — ^A.  Well,  I  think  if  you  and  I  should  check  down 
the  list,  we  should  find  a  good  many  that  would  evaporate. 

Q.  You  would  find  a  good  many  directors  that  would? — A.  You  are  right  there. 
If  you  will  tie  a  director  on  the  cowcatcher  of  the  engine  of  every  train,  you  will 
never  have  a  front-end  collision. 

THE  BIGHT  OF  STOCKHOLDERS  TO  EXAMINE  THE  BOOKS  OP  NEW  JERSEY  COMPANIBB. 

Q.  (By  Mr.  Clarke.)  Do  the  large  companies,  organized  under  the  New* Jersey 
law,  with  which  you  have  been  professionally  connected,  keep  a  set  of  books  in  New 
York  also? — A.   Yes;  almost  all  of  them  do. 

Q.  As  a  matter  of  practice,  which  books  are  most  consulted  by  the  stockholders, 
those  in  New  York  or  those  in  Ne^  Jersey? — A.  Those  in  New  Jersey  are  consulted 
by  the  stockholders. 

Q.  (By  Mr.  C.  J.  Harris.)  The  stockholder  could  not  consult  the  lK>oks  in  New 
York  except  as  a  matter  of  courtesy,  could  he? — A.  As  a  matter  of  law  he  could  not, 
and  as  a  matter  of  courtesy  it  would  very  much  interrupt  transfers  of  proi)erty  for 
everybody  to  come  to  see  them  at  the  New  York  office;  therefore  in  New  Jersey  they 
have  either  wired  or  mailed  to  them  every  day  every  transfer,  and  in  the  large  com- 
panies that  I  have  had  to  do  with  those  transfers  are  absolutely  balanced  every  day 
at  3  o'clock. 

Q.  (By  Mr.  Clarke.)  As  a  matter  of  practice,  is  there  a  constant  or  even  a  frequent 
examination  of  stock  ledgers  and  transfer  books  by  stockholders  in  these  corpora- 
tions?— A.  Do  you  speak  of  the  companies  that  I  represent? 

Q.  Yes. — A.  Yes;  there  is.    You  would  be  surprised  at  that.    Just  before  a  divi- 
dend was  declared  by  one  of  these  companies  there  were  77  inquiries  in  3  hours  in 
one  afternoon,  and  the  day  does  not  go  by  that  we  do  not  get  requests — tel^ramsand 
letters — as  to  what  this  man  holds  or  that  man  holds.     The  only  question  we  ask  is, 
whether  you  are  a  stockholder.     If  you  are,  you  are  entitled  to  it. 

Q.  In  case  of  the  neglect  of  the  stockholder  to  comply  with  the  law  of  New  Jersey, 
and  of  the  neglect  of  the  New  Jersey  official  to  enforce  the  law,  is  there  anything  to  pre- 
vent a  stockholder  residing  in  another  State  from  obtaining  a  remedy  or  relief  in  the 


1084        HEABIN08  BEFORE  THE   INDU8TBIAL  COHMISSION. 

courts  of  the  United  8tateR? — A.  The  question  as  to  whether  a  Uniled  States  vmri 
which  is  situated  in  another  place  than  where  the  principal  office  of  the  oompaziy  s 
located  has  jurindiction,  has  never  yet  been  determined.  I  should  say  that  t^rsk? 
of  the  United  Stativ  courts  as  to  jurisdiction  of  defendants  would  eovem  that;  bcs 
the  United  States  court  of  the  district  embracing  New  Jersey  would  have  joriadktiDa 
at  tlie  inntigation  of  any  stockholder.  And  there  is  a  provision  in  the  law  of  tbt 
State  of  New  Jersey  that  the  chancellor  may,  on  application  by  anv  stockholder  SDJ 
without  any  notice  to  the  other  side,  compel  the  books  to  be  broiig[lit  to  a  deaigDaiel 
place  and  kept  there;  and  the  failure  to  obey  that  order  for  10  days  vitiates  the  chatter 

CLASSES  OF  STOCK   OF  NEW  JKB8EY  OOMPAKUB. 

Q.  Have  you  been  or  are  you  faimiliar  with  the  capitalization  of  the  several  cooh 
panies  organized  under  the  laws  of  New  Jersey  with  w-hich  you  have  been  proleaslGD- 
ally  connected? — A.  Yes. 

Q.  Most  of  those  crom  panies  have  two  classes  of  stock,  I  suppose? — A.  Yea 

Q.  Preferred  and  common? — A.  Yes. 

Q.  In  your  opinion,  does  the  common  stock  represent  cash  or  property  actual! j 
paid  in? — A.  That  varies  neatly.  I  could  tell  vou  of  an  instance  where  the  preferred 
stxx^k  consinted  simply  of  the  working  capital  contributed  by  outade  parties  and 
where  the  common  stock  represented  the  plants  put  in,  without  any  element  of  good 
will.    I  have  always  considered  that  the  safest  method  of  capitalization. 

Q.  Is  good  will,  or  the  opportunity  to  do  business,  considered  an  element  of  ca{^ 
talization  in  these  companies? — A.  I  regard  it  in  a  majoritv  of  instance  as  woitb 
more  than  the  bare  plant.  I  know  of  a  house  in  New  York  of  national  repatatioi: 
which  faileii  3  years  ago.  Its  assets  have  all  been  disposed  of  excepting  its  good 
w^ill.  For  that  gocxl  will  11,000,000  in  cash  was  offered  within  the  last  month, 
although  it  was  a  defunct  organization.    . 

RIGHT  OP  STOCKHOLDERS  TO  SEE  BOOKS  RBBDMED. 

Q.  (By  Representative  Livinc.ston.)  Do  you  remember  the  Ramapo  case,  where 
Mr.  Hearst  asked  to  ^ee  the  books,  and  was,  I  think,  refused,  upon  which  he  boqght 
stock,  but  is  still,  I  see  from  a  newspaper  statement,  refused  permission  to  see  them? 
Is  that  the  condition  in  New  York?  Do  you  have  to  take  out  a  mandamus  in  ord^  to 
see  the  books?  Was  that  statement  in  the  papers  a  fair  representation  of  the  condi- 
tion of  affairs? — A.  1  have  not  seen  it;  but  almost  any  corporation  that  does  not  waot 
to  let  vou  see  their  books  will  send  vou  to  the  courts  for  the  privilege. 

Q.  Is  the  Hearst  case  an  example  of  the  practical  workmg  of  your  New  York 
law? — A.  Well,  without  taking  the  newspaper  account  of  it,  I  think  Uiat  if  a  oorpoia- 
tion  does  not  want  you  to  see  its  books,  you  will  have  to  so  through  quite  as  much  liti- 
gation in  New  YorK.  There  is  no  such  thin^  in  New  York  as  the  simple  one-mao 
power  that  exists  in  New  Jersey  to  compel  it.  If  that  case  had  occurred  in  New 
Jersev  they  would  simply  have  ^one  and  got  an  order  from  the  chancellor,  which 
would  not  l)e  appealable,  and  which  would  nave  designated  a  place  where  within  24 
hours  those  booku  would  have  been  brought  and  opened  wide.  The  failure  to  do  it 
would  be  followed  by  an  absolute  annulment  of  the  charter.  The  only  question  in 
such  a  vHm^,  would  be,  are  you  a  stockholder?    There  is  no  such  law  in  New  York. 

Q.  (By  Mr.  Jenks.)  Suppose  the  case  of  a  member  of  a  competitive  company  who 
buys  a  few  shares  of  stock  for  the  purpose  of  getting  information.  Is  not  that  persan, 
uncier  the  laws  of  both  New  Jersev  and  New  York,  entitled  to  that  information?— A. 
There,  you  see,  the  burden  shifts  from  the  individual  on  to  the  corporation.  If  a 
man  should  purchase  a  few  shares  of  stock  with  an  intent  which  I  felt  confidoit  I 
could  show  to  the  court  was  bad,  I  would  go  into  court  and  get  an  injunction  against 
him  before  he  could  get  at  me  with  a  demand.  Then  the  burden  is  on  me,  repre- 
senting the  corporation,  to  show  that  he  is  bad.  Because  in  New  Jersey,  in  this  case, 
presumptively  every  man  is  guilty  until  he  has  been  declared  innocent  and  the  bu^ 
den  is  on  tlie  man  to  show  that  he  is  innocent,  as  he  is  presumed  to  be  guilty.  It  ie 
otherwise  in  most  of  the  States. 

Q.  You  say  that  under  the  laws  of  New  Jersey  the  chancellor  can  at  any  time 
order  the  books  of  any  corporation  to  be  brought  mto  the  State  and  exhibited  to  the 
stockholders? — A.  Yes. 

Q.  Is  not  that  in  itself  a  sufficient  protection  for  most  of  the  stockholders  where 
the  real  business  of  the  corporation  is  carried  on,  we  will  say,  in  New  York  Citp,  and 
where  the  books  themselves  are  kept  in  New  York  City? — A.  You  and  I  wul  iwl 
confuse  the  meaning  of  the  word  '*  lxx)ks.''  First,  there  is  the  stock  book  and  the 
transfer  book  and  the  list  of  stockholders  that  must  never  go  oat  of  the  State.    Now, 
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f  for  any  reason  a  etockholder  desiree  to  aee  the  books  of  account,  he  goes  direct  to 
he  chancellor,  who  sits  in  a  very  informal  way,  and  gets  an  order.  So  we  will  not 
onfuse  the  word  *' books."  I  understand  you  to  mean  documents,  vouchers,  and 
lapers  which  do  not  relate  to  so  much  of  the  publicity  of  the  company  as  respects 
tockholders. 

Q.  Suopose  we  ask  the  same  question,  however,  with  reference  to  the  stock  and 
ransfer  books.  Would  it  not  w  a  sufficient  protection  for  the  stockholders  if  the 
K)oks  could,  in  that  way,  be  brought  into  the  otate? — A.  No. 

Q.  Why?  Is  it  not  for  the  information  and  benefit  of  the  stockholders  that  the 
KK>k8  are  kept  there  continually? — A.  That  is  the  difference  between  New  York  and 
iew  Jersey.  But  I  maintain  that  those  books  should  be  like  water  at  the  bottom  of 
he  pump.  If  your  nump  is  there,  you  do  not  want  to  get  a  mandamus  before  you 
an  get  tne  water.  Now,  a  stockholder  who  has  got  two  shares  of  stock  ought  not  to 
te  compelled  to  hire  a  lawyer  and  get  out  a  mandamus  in  order  to  know  who  his 
flsociates  are.  The  boot  should  be  on  the  other  fellow.  They  do  not  generally  wish 
o  pay  that.  In  case  of  failure  the  corporation  should  pay  $200  a  day,  and  not  compel 
he  stockholder  to  pay  $200  a  day  to  get  a  lawyer. 

THE  TREATM8NT  OF  FOREIGN  CORPORATIONS  DOING  BUSINESS  IN  NEW  JERSEY. 

Q.  (By  Mr.  Farquhar.)  I  should  like  to  read  you  section  101  of  the  general  cor- 
K)ration  act  of  New  Jersey,  and  ask  your  opinion  about  it — ^A.  Am  I  to  be  silenced 
nth  my  own  book? 

Q.  (Reading.)  "When,  by  the  laws  of  any  other  State  or  nation,  any  other  or 
greater  taxes,  fines,  penalties,  licenses,  fees  or  other  obligations  or  requirements  are 
mpoeed  upon  corporations  of  this  State,  doin^  business  in  such  other  State  or  nation, 
»r  upon  their  agents  therein,  than  the  laws  of  this  State  impose  upon  their  coipora- 
ions  or  agraits  doing  business  in  this  State,  so  long  as  such  laws  continue  in  lorce 
n  such  foreign  State  or  nation,  the  same  taxes,  fines,  penalties,  licenses,  fees,  obligar 
ions,  and  requirements  of  whatever  kind  shall  be  imposed  upon  all  corporations  of 
uch  other  State  or  nation  doing  business  within  this  State  and  upon  tneir  agents 
lere;  provided,  tiiat  nothing  herein  shall  be  held  to  repeal  any  duty,  condition  or 
"equirement  now  imposed  by  law  upon  such  corporations  of  other  States  or  nations 
ransacting  business  m  the  State."  Now,  the  question  is,  by  what  process  can  you 
nake  that  retaliatory  upon  the  State  of  Wisconsin,  Minnesota,  Illinois,  Missouri,  or 
)hio? — ^A.  In  my  judgment,  that  is  a  provision  that  ought  to  be  passed  by  every 
Jtate  in  the  Union.  It  answers  the  question  so  often  askea,  wh}^  should  New  Jersey 
prant  charters  to  do  business  in  the  State  of  Illinois,  where  it  is  forbidden  to  a 
lomestic  corporation  to  do  it.  Now,  the  States  of  New  York  and  New  Jersey,  and 
nany  others,  havb  jMused  that  provision,  which  means  just  this:  So  far  as  fees  and 
he  powers  to  do  business  are  concerned,  every  foreign  corporation  must  be  subject 
o  all  the  restrictions  to  which  domestic  corporations  are.  In  other  words,  they 
tand  on  just  the  same  footing;  and,  in  my  judgment,  if  that  law  was  passed  in  every 
Jtate,  we  should  hear  an  end  to  the  discussion  as  to  whether  Delaware  corporations 
»ught  to  go  to  New  York  and  New  York  corporations  to  Delaware,  or  elsewhereM 
)ecause  then  they  would  all  be  placed  upon  an  equality,  it  being,  as  I  understand 
he  law,  that  a  New  Jersey  company  may  have  all  its  powers,  under  the  law  of 
omity,  in  Illinois  in  the  araence  of  a  statute  bringing  a  forei^i  corporation  down  to 
he  same  level  as  a  domestic  But  the  moment  that  statute  is  passed  in  a  State  the 
aw  of  comity  disappears.  We  passed  that  law  in  New  Jersey,  u  you  desire  to  know 
he  reason  for  it,  because  the  laws  of  New  Jersey  are  very  strict  as  to  building  and 
oan  associations  and  other  corporations  which  attempt  to  gather  in  the  money  of 
he  poorer  daases.  We  found  that  foreign  building  and  loan  associations  were  com- 
ng  into  New  Jersey,  over  which  the  commissioner  of  banking  and  insurance  had  no 
K)wer,  and  were  gathering  money  from  our  burners,  wage  earners,  mill  help,  and 
>ther  people  of  equal  means,  and  were  not  subject  to  anv  other  supervision.  There- 
ore  we  passed  that  act  to  drive  out  and  keep  out  of  our  borders  financial  institutions 
onceming  which  we  knew  nothing,  of  which  we  could  find  out  nothing,  and  which 
ve  considered  fraudulent 

Q.  Have  there  been  any  suits  under  this  retaliation  act? — A.  Yes.  You  notice 
hat  the  last  clause  of  the  act  takes  it  out  of  the  retaliation  class,  because  it  excepts 
11  obligations.  There  has  been  an  injunction  granted  by  the  court  of  chancery  of 
few  Jersey  against  one  of  the  national  building  and  loan  associations  coming  in, 
Ithough  I  may  say,  and  it  is  fair  to  the  chancellor  to  add,  that  it  was  shown  not  only 
hat  they  were  a  foreign  corporation,  but  that  they  were  not  in  a  solvent  condition. 
Ve  thought  it  wise  to  show  both  facts  and  not  rely  upon  the  bare  statute.  We  found 
hat  a  great  many  Italian  bankers,  driven  out  by  tne  laws  of  New  York,  had  come 
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over  to  Jersey  City  and  pot  up  the  name  "banker."    When  we  dioro  ftanfla 
under  our  banking  laws,  they  went  to  New  York  and  founded  a  coTporatiQCL  ass 
the  word  •'trust."     Now  under  the  laws  of  New  York  you  can  form  the  Wadwnsix 
Tru8t  Company,  although  under  the  act  it  may  be  without  any  trast  feature  it  ^ 
In  New  JerHt»y  you  can  not  use  the  word  "-rust"  unless  you  are  under  the  hsiifca 
a(*t,  have  paid*  in  your  $1,000,  and  received  the  approval  of  the  banking  commisaer 
Now,  thoHo  Italians  would  go  to  New  York  ana  oreanize  a  New  Jersey  Tnist  Oc- 
rany,  then  turn  around  and  open  a  little  place  right  near  the  ferry,  and  gel  ihts 
fellow-countrymen  as  they  came  off  the  steamers  and  fleece  them.     Under  thai  yt 
ju.st  as  Hoon  as  an  Italian  attempted  to  do  business  as  a  trust  company  in  the  Sate  o 
New  Jersey  we  locked  him  up,  and  they  all  went  back  across  the  river  again.  'His 
was  another  intention  of  that  act    I  am  free  to  say  that  I  believe  if  the  uws  of  Net 
Jersey  are  carried  out  they  are  as  restrictive  as  any  others  in  the  Union,  altiiot^ 
there  might  be  some  additions  made  to  them. 

THE   LIABIUTY  OP  HOLDERS  OF  STOCK. 

Q.  (By  Representative  Ltvingoton.)  If  I  buy  stock  at  50  percent,  can  yoQMKS 
me  under  the  laws  of  New  Jersey  for  100  per  cent? — A.  Of  the  company? 

Q.  Yen. — A.  If  you  actually  bought  of  the  company  and  paid  the  money  into  the 
commny  to  the  extent  of  50  cents  on  the  dollar  you  can  only  be  called  upon  topiy 
up  tne  other  50.  There  is  no  double  liability,  as  there  is  m  Kentucky,  Ohio,  aw 
some  other  States. 

THE  TAXATIOK  OF  NEW  JEBSBY  CORPORATIONS. 

Q.  (By  Mr.  Farquhar.)  Part  of  section  203,  after  providing  for  an  amntt]  Ikeis 
fee  and  franchise  tax,  says  (reading) :  **  That  all  other  corporations  incorporitf«i 
under  the  laws  of  this  State,  and  not  hereinbefore  provided  for,  shall  make  Minoi 
return  to  the  State  board  of  assessors  of  such  information  as  may  be  required  bf 
said  board  to  carry  out  the  provisions  of  this  act,  and  shall  pay  an  annual  hoense^ 
or  franchise  tax  of  one- tenth  of  1  per  centum  on  all  amounts  of  capital  stock  iisied 
and  outstanding  up  to  and  including  the  sum  of  $3,000,000;  on  all  sums  of  capitBi 
stock  iflsuiMl  and  outstanding  in  excess  of  $3,000,000  and  not  exceeding  ^,000,(W)tt 
annual  license  ft*e  or  franchise  tax  of  one-twentieth  of  1  per  centum,  and  the  furtb^ 
sum  of  $50  per  annum  per  $1,000,000,  or  any  part  thereoi,  on  all  amounts  of  capita 
stock  issuecl  and  outstanding  in  excess  of  $5,000,000."  Now^  can  you  give  any  i«^ 
ticular  reason  why  such  a  sliding  scale  as  that  was  adopted,  ^ving  the  great  moneTeu 
interests  an  advantage  over  those  with  less  capital? — ^A.  I  will  answer  that  byaayisf 
that  when  that  statute  was  passed  we  built  tne  house  for  the  boy  knd  that  the  dmb 
has  afterwards  grown  up.  In  other  words,  New  Jersey  is  confronted  by  a  newecur 
dition.  When  that  statute  was  passed  we  never  dreamed  of  $59,000,000  corporatioi^ 
I  can  rememl)er  the  time  when  I  took  in  a  $1^000,000  corporation  and  was  piw 
to-day  I  sneAk  in  at  the  back  door  because  it  is  so  small.  The  l^islature  has  ^ 
had  time  to  meet  and  pass  on  this  question;  it  is  new.  We  have  not  changed  tw 
laws;  we  have  not  had  time.  It  simply  created  a  furor  in  the  secretary  of  ^te^^ 
office  when  we  filed  the  charter  of  the  Federal  Steel  Company  for  $200,000,W^ 
That  act  wan  jiassed  when  corporations  were  at  their  normal  size.  That  day  l* 
paswfl.  Now,  what  the  legislature  of  New  Jersey  will  do  with  the  new  atnation  l 
do  not  know.     It  is  a  l)oy'8  clothes  that  the  man  is  now  wearing.  .  . 

Q.  I  want  to  know  whether  you  think  that  is  an  adequate  ana  proper  disoMOin*- 
tion  in  any  franchise  tax?  Why  should  a  great  corporation  with  $30,000,OOOjf 
$40,000,000"  1x3  taxed  less  heavily  than  one  with  $2,000,000  or  $3,000,000?-A-  m 
exiH^rience  liiw  always  lxM?n  that  if  vou  buy  a  man's  suit  you  have  got  to  pay  ©ore 
for  it  than  for  boy's  clothes;  and  I  do  not  see  why  the  same  reasoning  does  notappV 
to  the  State.  .        . 

Q.  (By  Representative  Livingston.)  To  put  it  for  the  sake  of  illustration,  h  » 
cheaper  at  wholesale  than  retail.  . 

Q-. '( By  Mr.  F a  rq  r  n  a  r.  )  That  was  the  question  I  was  going  to  ask.  Why  P^t  ^". 
relationship  of  wholesaler  and  retailer  on  your  public  franchise  that  controls  soco 
large  amounts  of  money  of  that  kind?  These  large  amounts  of  money  ^"^^^ 
into  the  st<x'k  markets;  we  can  not  escape  it.  There  are  only  one  o*"^^^^ 
corporations  that  can  hold  their  own  and  that  do  not  care  whether  they  go  m^  w^ 
stock  market  or  not,  like  the  Chemical  Bank  in  New  York  and  others  we  »d^ 
We  know  that  this  money  is  held  within  10  or  12  families  in  this  ^^t*®**"^^ 
sumable  capital.  I  do  not  know  whether  there  is  any  prospect  of  an  amenoffl^J^ 
of  this,    I  want  to  know  whether  New  Jersey  discriminated  in  favor  of  gre****^ 
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tal. — A.  She  discriminated  before  she  knew  great  capital  to  exist;  a  new  condition  of 
affairs  is  confronting  her. 

Q.  Still,  this  very  premium  that  is  placed  on  it  is  an  invitation  for  great  com{)anie6 
to  come  into  New  Jersey? — A.  No.  The  Federal  Steel  Company  paid  the  State  of 
New  Jersey  $40,000  for  the  privilege  of  coming  in  and  i)ays  about  $17,000  a  year  tax, 
when  it  could  have  gone  to  Delaware  with  reduced  capital  for  $50.  It  is  an  induce- 
ment, yes;  but  that  it  is  a  controlling  inducement  I  do  not  know. 

Q.  At  the  same  time  you  must  take  into  account  that  Delaware  chartered  stock 
would  not  sell  equally  well  with  New  Jersey  stock;  consequently  where  you  would 
gain  in  the  beginning  you  might  lose  in  the  end. — A.  I  fully  agree  with  you,  and  am 
glad  to  hear  so.  frank  an  opinion. 

THE  POWER  OP  THE  FEDERAL  GOVERNMENT  TO  REGULATE  CORPORATIONS. 

Q.  (By  Mr.  Clarke.  )  I  should  like  to  ask  if  you  have  considered  the  subject  of  a  Fed- 
eral corporation  law. — A.  Yes;  I  think  there  are  only  two  alternatives  for  this  country. 
I  think  that  your  commission  is  confronted  to-day  with  the  same  situation  that  existed 
in  early  times  when  the  question  of  banks  arose,  even  so  far  back  as  the  time  of  Alex- 
ander Hamilton.  The  question,  as  has  been  said  here  to-day,  of  corporations  haa,  in 
my  judgment,  gone  so  far  as  to  come  under  that  clause  of  the  Constitution  of  the 
United  States  which  refers  to  public  welfare.  The  subject  to-day  has  got  beyond 
being  a  State  question;  it  is  a  national  question;  and  you  nave  got  to  get  down  to  one 
of  two  things.  You  have  got  to  come  down  to  a  statute  in  eacn  State  that  will  place 
a  foreign  corporation  on  the  same  level  as  a  domestic,  or  else  go  higher  up  and  grant 
a  Federal  charter  to  those  corporations  w^hich  are  truly  and  in  the  widest  sense 
Federal  companies.  I  notice  the  tendency  to-day  of  corporations  to  organize  under 
Buch  names  as  the  Federal  Steel  Companv,  the  Federal  Telephone  Company,  and 
the  United  States  and  the  American.  If  they  are  truly  what  tneir  names  designate, 
they  should  be  under  the  laws  of  the  United  States,  and  I  believe  that  Congress  has 
the  power  under  the  Constitution  to  pass  a  law  creating  national  corporations. 

Q.  (By  Representative  Livingston.)  And  regulating  the  manner  and  methods  of 
doing  business  in  the  States? — A.  Yes;  if  I  understand  your  question.  And  I  believe 
further  that  if  you  will  pass  such  a  law  wisely,  first,  with  safeguards  in  eveiy  direc- 
tion; second,  with  liberality  on  unimportant  matters,  giving  each  corporation  as  to 
its  internal  management  that  does  not  affect  the  public  a  right  to  do  as  it  sees  fit, 
you  will  find  the  larger  corporations  will  be  seeking  the  advantages  of  the  national 
act,  just  as  to-day  the  State  banks  and  national  banks  are  distinguished  by  their 
size  and  importance.    That  is  the  only  remedy  for  the  existing  conaition. 

Q.  You  tnink  that,  under  the  Constitution  of  the  United  States,  considering  the 
power  reserved  to  the  States,  that  can  be  done?  You  have  looked  into  it? — A.  I  nave 
looked  into  it.  I  should  consider  the  assumption  of  any  such  power  by  Congress  as 
dangerous  from  the  point  of  view  of  those  who  are  opposed  to  greater  centralization 
and  less  State  power.  Ab  to  whether  or  not  an  amendment  of  the  Constitution 
would  be  required  in  order  to  pass  certain  national  corporation  acts,  I  believe  that 
feicts  can  be  shown  sufficient  to  bring  the  subject  under  the  public  welfare  clause, 
which,  as  was  said  in  the  Marshall  case,  would  leave  it  entirely  to  Congress  to 
decide  whether  or  not  it  was  a  proper  measure,  and  Congress  having  in  its  judgment 
decided  that  it  was,  the  United  States  Supreme  Court  would  be  bound  to  sustain  it, 
because  they  are  the  sole  judges  of  the  law  and  the  fact  in  that  respect. 

Q.  (By  Senator  Mallory.)  I  do  not  like  to  engage  in  a  constitutional  aigument, 
but  I  should  like  to  ask  a  question  on  the  subject  of  the  general  welfare  clause. 
There  are  two  parts  of  the  Constitution  in  which  the  words  "general  welfare"  are 
used.  One  is  in  the  preamble,  and  the  other  is  the  taxing  clause  where  Congress  is 
authorized  to  impose  taxes  for  certain  purposes,  winding  up,  "for  the  general  wdfare." 
Now,  as  I  understand  it,  you  contend  that  the  expression  "general  welfare"  in  that 
part  of  the  Constitution — ^for  that  is  the  onljr  one  to  which  it  is  applicable — ^would 

S've  Congress  fjower  to  do  anything  which,  in  its  judgment,  is  for  tne  general  wel- 
re?— A.  Permit  me  to  retire  behind  the  plea  that  I  had  no  expectation,  when  I 
came  here,  of  delivering  an  opinion  on  that  subject;  but  I  was  really  candidly  giving 
my  individual  conviction.  In  the  First  National  Bank  case  the  United  States 
Supreme  Court  decided,  as  I  understand  it,  that,  under  the  general  welfare  act,  because 
the  question  of  finances  had  beiiomeof  universal  interest,  Congress  had  power  to  pass 
a  corporation  act.  The  decision  then  went  on  to  hold  that,  inasmuch  as  it  was  found 
by  Congress  that  the  question  of  banking  was  a  national  question  and  a  matter  of 
public  welfare,  the  court — having  found  affirmativelv  in  the  first  place  that  Congress 
could  create  certain  corporations — would  not  interfere  with  the  judgment  that  Con- 
gress had  passed  on  the  subject. 
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Q.  Was  it  not  rather  on  the  ground  that  the  national  hanks  as  authorized  vere 
in8trumentaliti(>i<  of  government? — A.  You  are  right,  and  that  brings  us  right  dovi 
to  the  point  of  discussion. 

Q.  The  national  hanks  were  authorized  on  the  ground  that  they  were  instTameih 
talities  of  government,  and  the  incorporation  of  the  Piaci6c  Railroad,  which  ie  the 
only  other  instani*e,  I  believe,  is  on  the  same  ground.  They  were  at  the  time 
n'gankMl  as  nect*Hsary  instrumentalities  of  government;  but  when  it  comes  to  the  pore 
ground  of  general  welfare,  it  seem?  to  me  that  this  is  a  new  doctrine  that  I  am  iistCQ- 
mg  to  now. — A.  It  was  so  held  in  the  Pacific  Railroad  and  bank  cases,  that  are  in 
my  posseHHion  ti>-day;  and  it  is  my  opinion  that  trusts  and  industrial  corporatioDS  ire 
juHt  as  much  a  matter  of  public  welfare  as  was  the  incorporation  of  the  Pteific  Bail- 
road. 

Q.  The  question  is  not  so  much  whether  they  are  a  matter  of  public  welbre  s 
whether  they  are  instrumentalities  of  government — A.  I  am  only  advancing  % 
private  opinion.    I  am  not  a  very  deep  student  of  the  subject. 

Q.  (By  Mr.  Farqithar.)  The  Maritime  Canal  Company  got  a  charter  from  the. 
Stat4»  of  Vermont  which  it  was  claimed  was  not  wide  enough  in  its  provisions.  One 
of  its  purposes,  as  you  know,  was  to  build  the  Nicaragua  Canal.  They  then  came  to 
Congress  and  asked  for  and  got  a  charter.  Was  not  that  charter  granted  becape 
Congress  felt  that  the  comoany  was  simply  a  rei^resentative  of  this  country  in  baiid- 
ing  a  canal  in  a  foreign  iana  through  concessions  under  treaty  of  a  foreign  and 
frien<lly  power? — A.  Yes. 

Q.  And  that  is  as  far  as  Congress  has  ever  gone  in  respect  to  charters? — A.  I  think 
that  is  right.  But  I  think  Congress  has  the  power  to  say  to-day  "This  question  h« 
bei'ome  a  national  (question.''  If  Congress  assumes  to  state  as  a  fact  that  thevarethe 
judges  of  the  propriety  of  legislation,  and  pronounce  it  proper  legislation,  f  do  not 
think  the  Unitei  States  Supreme  Court  can  get  away  irom  the  Marshall  decisic« 
or  the  Alexander  Hamilton  opinion. 

Q.  In  other  wonls,  vou  thmk  the  commercial  and  economic  forces  rule.  Take* 
proposition  like  that  of  the  unconstitutionality  of  a  river  and  harbor  bill.  They  are 
now  perfectly  constitutional  and  normal? — ^A.  Yes;  that  is  right 

Q.  And  yet,  according  to  the  solemn  vetoes  of  Presidents  and  the  authority  of  attor- 
neys-general they  were  always  unconstitutional? — ^A.  That  is  right.  Congres  i? 
just  as  much  confronted  with  the  new  situation  to-day  as  the  State  of  New  Jersej. 
and  if  it  becomes  too  big  for  the  State  of  New  Jersey,  there  is  only  one  power  to  take 
it  up,  and  that  is  Congress. 

THE  TRANSFER  OF  STOCK   IN  NSW  JKRSBT  CORPORATIONS    (rBSUMBD). 

Q.  (By  Mr.  Kennedy.)  I  believe  a  gentleman  connected  with  one  of  these  corpo- 
rations testified  yesterday  that  they  kept  transfer  books  in  Chicago,  New  York,  and 
East  Orange,  N.  J.?— A.  Yes. 

Q.  And,  under  the  law  of  New  Jersey,  the  transferring  should  be  done  in  New 
Jersey.  I  should  like  to  ask  you  if  that  is  just  a  formal  matter,  while  the  real  tnns- 
ferring  is  done  either  in  New  York  or  Chicago? — A.  I  noticed  that  the  gentleman 
di(l  not  make  himself  clear.  There  is  no  law  in  the  State  of  New  Jersey  that  com- 
pels a  corporation  to  do  all  the  transferring  in  the  State.  It  compels  them  to  have  a 
known  place  in  the  State  where  you  and  1  can  take  our  single  shares  and  get  them 
transferreii.  They  have  a  perfect  right  to  transfer  all  the  rest  of  their  stock  in  a 
half  dozen  other  places  if  they  want  to,  but  every  day  they  have  got  so  to  report, 
their  transfers  that  you  and  I  can  go  there  with  our  single  shares  and  ascertain  who 
all  the  rest  are  and  where  they  are. 

Q.  (By  Mr.  Farquhar.)  No  matter  where  they  are  transferred? — A.  They  ^^^ 
got  to  be  posted  that  dav  in  New  Jersey.  The  reason  is  that  very  many  laige  corpo- 
rations desire  to  have  the  public  own  the  stock  but  do  not  want  them  to  nave  aay 
voice  in  the  management.  Therefore,  if  you  and  I  own  only  10  shares  apiece  w 
some  company,  and  we  do  not  know  who  the  stockholders  are,  but  the  officers  do, 
they  can  go  and  get  votes  and  proxies  enough  to  get  themselves. reelected;  whereas 
if  tlie  others  are  known,  if  we  can  ^o  to  the  stockholders  of  the  organization,  we  can 
win,  or  at  least  hold  down  an  election.  That  is  the  objection  to  it  That  is  the  way 
it  is  in  the  Delaware  and  West  Virginia  laws;  men  can  perpetuate  themselves  id 
oflSce.    That  is  where  you  and  I  can  not  do  anything  about  it;  we  are  gone. 

recent  action  of  corporations  explained. 

Q.  Do  you  know  that  many  of  these  large  corporations  have  not  even  attempt*" 
to  comply  with  that  law,  but  that,  owing  to  a  recent  opinion  of  a  New  York  pw^ 
McAdam,  I  believe,  they  have  taken  their  transfer  books  across  the  river  to  Jersey 
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City  and  otber  places?— A.  In  the  first  place,  the  deddon  of  Judge  McAdam  was  10 
years  ago,  in  Cnise  v.  Dusenberry,  1  City  Court 

Q.  It  has  been  quoted  recently. — A.  In  the  next  place,  I  am  going  to  assume  that 
a  ffreat  many  corporations  have  not  complied  with  the  law.  Inasmuch  as  that  decision 
olJudge  McAdam  held  that  all  the  officers  would  beJiable  as  partners,  and  inasmuch 
as  it  was  an  announced  fact  that  this  Industrial  Ck)mmisBion  was  going  to  examine  into 
that  condition  and  thai  it  might  make  them  liable  as  partners,  they  were  naturally 
induced  to  use  transportation  a  little.  I  do  not  carry  any  freight  and  I  have  not  sat 
on  any  box,  yet  I  do  not  know  but  what  if  I  was  in  that  condition  I  should  ship 
eveiyming  into  the  State  as  soon  as  I  could,  and  come  here  and  frankly  state  to  the 
commission,  '*  We  put  it  there  day  before  yesterday."  With  the  investigation  you 
have  made,  I  should  not  attempt  to  say  we  have  been  there  all  the  time. 

I  should  like  to  say  one  thing  more  for  New  Jersey,  and  that  is  that  it  preserves 
the  integrity  of  the  laborers'  lien  beyond  any  State  in  the  Union.  Every  dollar  due 
for  labor  must  first  be  paid  over  and  above  everything  else.  And  they  draw  a  line 
in  New  Jersey  that  they  do  not  in  New  York;  they  do  not  include  officers  of  the 
company  in  tne  class  of  labor  liens.  They  protect  labor  liens  ahead  of  mortgages, 
and  things  of  that  sort 

Q.  Do  those  books  [indicatinff  books  on  the  table]  belong  in  New  Jersey?— -A. 
They  are  a  part  of  the  Books.  Gmey  belong  to  somebody  else,  to  show  you  how  the 
thing  may  be  done  correctly  in  four  or  five  cities  and  yA  be  done  every  day. 

(^ratimony  dosed.) 


Washington,  D.  C,  October  18, 1899, 

TE8TIM0HT  OF  HOWASD  K.  WOOD, 

AmtUwi  secretary  of  the  Corporation  Trust  Company  of  New  Jersey. 

The  commission  met  on  Wednesday,  October  18, 1899,  Mr.  Clarke  preeidinff.    Mr. 
Howard  K.  Wood  appeared  at  2.10  p.  m.,  and,  being  duly  sworn,  testified  as  follows: 


Q.  (By 
Q.  You] 
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,  Mr.  Jbnks.)  Will  you  give  us  your  full  name?— A.  Howard  K.  Wood. 

^     ''our  residence? — ^A.  No.  60  Grand  street,  Jersey  City. 

Q.  Your  businesB?— A.  Assistant  secretary  of  the  uorporation  Trust  Company  of 
New  Jersey. 

Q.  Does  this  Corporation  Trust  Company  act  as  the  agent  of  corporationfil? — A.  It 
does. 

Q.  Can  you  furnish  us  with  a  list  of  the  corporations  this  trust  company  represents? — 
A.  We  can,  if  necessary. 

Q.  You  have  a  list  with  you? — ^A.  I  have  a  list 

Q.  Will  you  kindly  furnish  us  with  a  copy  in  a  day  or  two  or  leave  one  with  us? — 
A.  I  will  send  yon  one.^ 

rrS  RELATION  TO  THE  CORPORATIONS  IT  REPRBBBNTB. 

Q.  Do  you  receive  from  these  companies  you  represent  any  written  authority  to 
represent  them? — A.  We  do;  in  each  instance  we  require  it. 

Q.  In  what  form  is  that  authorization  eiven  ordinarily? — A.  It  is  usually  a  printed 
form,  which  follows  the  statute  pretty  ciosely,  showing  the  requirements  of  the  law 
and  directing  us  to  comply  with  them  for  the  company. 

Q.  Perhaps  you  womd  be  kind  enough  to  re»i  the  form  of  authorization? — ^A. 
(Reading:) 

'^  Ordered,  (1)  That,  in  compliance  with  the  laws  of  the  State  of  New  Jersey,  this 
corporation  have  and  continuously  maintain  a  principal  office  and  place  of  business 
witnin  the  State  of  New  Jersey,  have  an  agent  at  all  times  in  chai^  thereof,  and 
upon  which  agent  process  against  this  corporation  may  be  ^rved,  and  in  said  office 
keep  the  stock  ana  transfer  books  for  the  mspection  of  all  who  are  authorized  to  see 
the  same  and  for  the  transfer  of  stock.  That  the  books  in  which  the  transfers  of  stock 
shall  be  registered  and  the  books  containing  the  names  of  the  shareholders  shall  be 

I  Sent,  and  on  file. 
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at  all  tlmee,  darinff  the  nmal  hoon  of  boflinen,  open  to  the  ezaminalioD  of  ewtj 
stockholder  at  saia  principal  office. 

''That  the  name  of  this  oorporalion  be  at  all  timee  conspicuoaaly  displayed  at  the 
entnmce  of  its  principal  office  in  this  State. 

''And  be  it  farther  ordered,  until  this  resolation  be  dulv  rescinded, 

"(2)  That  such  office  and  place  of  businesB  be  in  ana  at  the  Ck>rpormlion  Traet 
Company  building,  60  Grand  street,  Jersey  City,  N.  J.,  and  that  this  cxMupany  be 
registered  with  the  said  trust  compatiy. 

^'(3)  That  the  Corporation  Trust  Company  of  New  Jersey  be,  and  b^^by  r, 
appointed  the  agent  of  this  corporation  for  all  of  the  aforesaid  porposes,  and  thei^eot 
of  this  comjpany  upon  whom  legal  process  against  this  corporation  may  be  served 
within  the  dtate  of  New  Jemy,  and  also  the  transfer  agent  of  the  stock  of  this  com- 
pany." 

We  require  that  in  each  instance. 

NUMBBR  AND  CAPrTALIKATtON  OF  OOMPANin  RBPRBBKNTKD. 

Q.  Can  you  file  with  us  copies  showins  just  the  anthoriaition  you  have  read 
there? — A.  I  have  between  600  and  700  of  these  authoriations,  one  from  each  of  the 
companies  we  represent 

Q.  You  require  that  form  from  all  the  companies  you  represent? — A.  Yes. 

Q.  About  how  many  companies  do  you  represent?— A.  Between  000  and  700  at  the 
present  time. 

Q.  Can  you  tell  us  about  how  much  capitaliation  that  represents? — A.  I  shoald  sst 
between  one  and  two  billion.  It  is  something  over  a  billion,  but  I  can  not  give  the 
exact  figures;  I  know  it  is  over  a  biUion,  but  we  have  not  figured  it  recently. 

THB  WORK   PBRIORMBD  BY  THB  TRUST  COMPANY. 

Q.  Have  you  displayed,  in  accordance  with  the  terms  of  the  law,  before  your 
office,  in  a  conspicuous  plaice,  signs  of  each  one  of  these  companies  that  voa  repre- 
sent?— A.  Yes;  on  the  outside  of  the  building,  where  they  can  be  reaa  easily  bj 
anyone. 

Q.  Do  you  keep  in  your  office  the  stock  and  transfer  books  of  every  one  of  these 
oompaniek? — ^A.  Yes. 

Q.  You  vourself  are  personally  authorized  to  make  the  transfer  of  stock  of  these 
oompanieid*— A.  Yes. 

TRAN8PBR8  OP  STOCK   MAY   BB  MAOB  IN  OTBBR  8TATBB. 

Q.  May  I  ask  whether  any  of  these  companies  have  transfer  offices  in  other 
Statasi? — A.  A  few  of  them  have. 

Q.  Where? — A.  New  York  City  principally:  quite  a  number  in  Boston,  and  some 
in  Chicago. 

Q.  Where  there  are  transfer  offices  in  other  States  what  record  do  you  keep  in 
your  office? — A.  We  keep  the  transfer  books  in  our  office  and  the  stock  register  sb 
reouired  by  law.    I  can  show  you  that  now. 

<4.  (By  Mr.  Farquhar.)  Have  thev  any  authority  under  their  charters  to  have 
these  stock  books  elsewhere  than  in  New  Jersey? — ^A.  They  do  not  keep  the  stock 
books  outside  of  the  State;  they  merely  make  the  transfer. 

Q.  They  have  authority  under  their  charters  to  make  transfers  in  offices  outside  of 
the  State  of  New  Jersey? — A.  The  statute  does  not  say  they  shall  have  onlv  one 
office.    The  transfers  must  be  kept  in  New  Jersey  and  are  sent  there  every  night. 

Q.  Why  do  they  have  transfer  offices  in  other  States? — A.  For  the  convenience  of 
stockholders. 

Q.  (By  Mr.  Jbnks.)  You  have  in  your  office  a  list  that  is  corrected  up  to  date?— 
A.  Yes. 

NATURE  OF  THB   INFORMATION  SOUGHT  BY  STOCKHOLDBRS. 

Q.  (By  Representative  LiviNasroN.)  You  aiwa^  exhibit  that  list  on  the  demand 
of  any  stockholder? — ^A.  I  do  not  know  that  that  list  is  asked  for.  We  can  show  that 
to  the  stockholders. 

Q.  (By  Mr.  Jsnks.)  If  any  stockholder  asks  to  see  the  list,  with  the  holdings  of 
each,  you  show  it  to  him? — A.  Yes. 

Q.  Are  reouests  of  that  kind  frequently  made  by  stockholders? — ^A.  Requests  are 
not  frequently  made  to  see  the  list ;  they  ask  more  often  about  individual  stock- 
holdings. 
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Q.  They  give  you  the  name  of  a  stockholder  and  ask  as  to  his  holding^? — ^A.  Or  a 
number  o!  stockholders,  but  not  simply  to  see  the  list  in  general. 

Q.  When  such  a  question  is  asked,  you  show  the  list? — A.  If  we  are  satisfied  he  is 
a  stockholder. 

Q.  (B^  Mr.  Fabquhab.)  I>o  not  the  questions  generally  asked  relate  to  the  pending 
n^otiations  with  respect  to  transfers? — A.  Lar^ly,  yes. 

Q.  (By  Mr.  Jknks.)  Do  you  furnish  information  of  that  kind  to  stockholders  who 
send  in  their  requests  by  mail  or  tel^ram  ? — ^A.  We  do  not  do  that  unless  we  happen 
to  know  the  signature  of  the  stockhouler. 

Q.  You  want  to  be  perfectly  sure  it  is  a  stockholdei?— A.  We  want  to  be  perfectly 
sure.  If  we  are  &.miliar  with  the  signature  and  he  writes  us  on  his  letter  head,  we 
will  giye  it. 

Q.  Or  if  you  get  a  tel^ram  from  the  office  where  he  is  you  will  answer  the  tele- 
gram?   You  want  merely  to  be  satisfied  as  to  the  genuineness  of  the  request? — A.  Yes. 


SOUBGB  or  INQUIRIES  ABOUT  STOCKHOLDERS. 

Q.  (By  Representative  Livingston.)  Do  inquiries  of  that  class  frequently  come 
from  Wall  street  gentlemen? — A.  Not  so  frequently;  more  often  from  out-of-town 
stockholders  who  want  to  know  something  of  the  stockholders.  We  do  not  get  them 
very  frequently  from  Wall  street 

Q.  You  eet  numbers  of  them  from  Wall  street? — ^A.  They  come  from  all  over  the 
country.  We  have  so  many  stockholders  in  various  companies,  they  come  from  all 
over  the  country. 

THE  WORK  OF  THE  TRUen*  COMPANY  EXPLAINED. 

Q.  (By  Mr.  Jenks.)  You  speak  of  the  stock  and  transfer  books;  do  you  include  in 
that  the  stock-certificate  book? — A.  That  is  a  different  book  and  does  not  have  to  be 
kept  in  New  Jersey. 

Q.  You  do  not  keep  that  in  vour  office  rc^^larly? — ^A.  No. 

Q.  Do  you  know  whether  tne  stock-certificate  book  gives  the  name  and  address 
of  your  company  as  transfer  agent? — A.  Sometimes  it  does  and  sometimes  it  does 
not ;  usually  it  does. 

Q.  If  you  will  be  kind  enough  to  explain  what  your  method  ie(? — A.  (Showing 
book.)  This  applies  to  one  of  the  largest  companies,  which  has  a  transfer  office  out- 
side of  the  State.  This  is  the  transfer  sheet  on  which  the  transfer  is  actually  made 
by  the  attorney  of  the  person  making  the  transfer,  and  is  sent  to  our  office  every 
night  and  filed  there,  and  from  this  sheet  is  written  up  the  stock  ledger.  This  ledger 
is  really  an  alphabetical  list  of  the  stockholders,  showms  the  date  of  the  transfer,  tne 
number  of  shares  of  stock,  the  name  of  the  stockholder,  from  whom  transferred,  and 
to  whom^.    When  the  transfer  is  made  it  shows  the  whole. 

Q.  That  is  kept  and  balanced  up  every  day? — A.  Yes. 

Q.  For  each  company  you  represent? — ^A.  Yes.  Very  frequently  we  have  to  work 
nights  to  keep  these  books  up. 

THE  TRANSFER  OF    STOCK   LOANED  OR  DEPOSITED  AS  COLLATERAL. 

Q.  (By  Bepresentative  Livinoston.)  Do  you  ever  loan  these  stocks  for  the  time 
being  to  bankers,  jobbers,  and  brokers? — A.  Loan  the  stock?  We  do  not  keep  the 
stock;  as  a  rule,  the  stock  is  returned  to  the  registrar. 

Q.  I  will  ask  you  if  it  is  not  done? — A.  You  mean  the  stock  or  the  transfer  sheet? 

Q.  I  mean  the  certificate  of  stock.  Suppose  a  man  oversells  his  Federal  Steel  and 
wants  to  borrow,  can  he? — A.  We  have  nothing  to  do  with  that. 
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Q.  It  is  not  lawful  ander  your  charter  to  do  it?-— A.  I  do  not  know  aboot  tfa^ 
The  stock  simply  comes  to  us  to  be  transferred  and  we  send  it  to  the  registrar. 

Q.  What  arrangements  have  vou  made  for  borrowing  or  loaninia:  the  stock?— A. 
Absolutely  none.    If  done,  it  is  dfone  outside  by  the  owner  of  the  stock. 

Q.  (By  Mr.  Jkkks.)  You  are  the  registration  agent? — ^A.  We  are  the  registratioB 
agent. 

Q.  You  keep  a  record  of  every  transfer  that  is  made — a  list  of  sale^ — A.  Yes. 

Q.  (By  Representative  Livingston.)  Then  if  I,  as  a  stockholder,  should  loan  my 
stock  and  not  recover  it,  how  is  that  transfer  carried  on  the  books?  Suppose  I  bor- 
row money  from  the  Fourth  National  and  deposit  my  stock  as  collateral;  sappusie  I 
am  never  able  to  recover  it,  how  would  that  stock  he  transferred? — A.  So  far  as  we 
are  concerned,  the  stock  would  be  1  st;  there  would  be  a  record  showing  you  to  be 
entitled,  say,  to  100  shares  of  stock,  and  if  the  stock  is  pledged  as  ooUateraL  ve 
should  not  Know  anything  about  that.  Of  course,  if  you  could  not  reclaim  the  stock, 
you  would  have  to  assign  to  the  bank  and  we  should  make  the  transfer  to  them. 

Q.  Suppose  I  did  not  do  it? — A.  It  is  the  bank's  £ault  ii  it  is  not  transierred  to 
them. 

Q.  The  bank  takes  that  risk  when  they  borrow  the  stock  and  you  are  not  in  it?— 
A.  We  know  nothing  about  it  If  the  bank  brought  in  the  stock  we  would  not 
transfer  it.  The  stock  would  remain  in  your  name  unless  you  directed  us  to 
transfer  it 

Q.  (By  Mr.  Farquhar.)  Or  the  showing  of  a  power  of  attorney  to  transfer  it?— 
A.  Yes. 

Q.  Either  the  party  in  person  that  owns  the  stock  or  one  holding  the  power  ol 
attorney  to  make  the  transiei? — ^A.  Yes. 

MXTHOD  OF  KEBPINO  THB  TRANSFER  BOOKS. 

Q.  (By  Mr.  Jbnks.)  What  other  books  do  yon  keep  besides  this  ledger? — ^A.  This 
is  the  stock  ledger,  which,  of  course,  is  kept  m  slightly  different  forms  to  meet  the 
requirements  of  each  company,  but  generally  the  book  is  covered  by  this  one  form. 

Q.  Do  you,  in  connection  with  wis  busmess,  keep  other  books  of  a  difieient 
nature? — A.  We  keep  the  stock  ledger  and  the  transfer  books. 

Q.  Will  you  kindl  V  let  us  see  the  form  of  the  transfer  books,  or  the  form  in  which 
they  are  kept? — A.  It  shows  the  date  of  the  transfer  and  the  number;  "  For  value 

received  I, ,  do  hereby  sell,  assign,  and  transfer  to shares  capntal 

stock  of  the CJompany,  standing  in  my  name  on  the  books  of  the  company." 

It  is  signed  by  the  party  and  by  the  Corporation  Trust  Company,  by  the  officer  whose 
duty  it  is  to  make  the  transfer. 

Q.  (By  Representative  Livingspon.)  You  do  not  require  a  valuable  consideration? 
Is  that  left  out? — ^A.  That  is  shown  on  the  book  certificate;  it  is  there,  **  for  value 
received." 

Q.  (By  Mr.  Jbnks.)  The  amount  of  value  received  is  not  stated? — A.  It  is  the 
usual  lorm,  "  for  value  received." 

Q.  These  two  books  and  the  way  they  are  kept  show  substantially  all  of  your 
business? — A.  Yes;  that  is,  as  regards  stock. 

Q.  What  other  business  do  you  have  as  a  registration  or  transfer  company? — A.  We 
maintain  the  actual  business  office,  putting  up  the  signs  you  mentioned.  The  office 
is  kept  open  during  business  hours,  and  tnere  is  always  an  agent  on  whom  process 
can  be  served,  and  it  is  customary  to  keep  such  papers  as  may  oe  necessary. 

ANNUAL  RBPORTS   KEPT  ON   FILE  BY  THB  TRUOT  COMPANY. 

Q.  What  other  papers  do  you  ordinarily  keep  on  file?  Do  you  keep,  for  instaLce, 
all  the  annual  reports  they  are  required  to  make  to  the  secretary  of  state? — ^A.  We 
keep  copies  of  the  annual  reports. 

Q.  Is  it  one  of  the  requirements  of  your  contract  that  the  reports  shall  be  filed 
with  you? — A.  It  is.    We  see  that  they  are  filed. 

Q.  Suppose  the  annual  report  of  one  of  the  companies  you  represent  ought  to  be 
filed  on  some  date  and  you  do  not  receive  it  by  that  time;  what  do  you  do?— A. 
We  go  after  them  personally  or  by  letter  and  make  them  file  it.  If  they  refose 
absolutely  to  comply  with  the  law  we  terminate  our  contract  with  them.  We  do 
not  care  to  represent  them  unless  they  comply  with  the  law. 

Q.  (By  Mr.  Farquhar.)  Is  there  a  liability  attaching  to  your  company  as  a  trust 
company,  provided  the  corporation  does  not  comply  with  the  law? — ^A.  Yes;  we 
hold  ourselves  out  to  the  world  as  being  determined  to  see  that  they  comply  with 
the  law,  and  so  we  see  that  they  do  comply  with  it 
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0^  It  ia  your  custom  to  see  that  the  r^^ular  annual  reports  are  filed,  and  if  they  do 
not  file  them  you  terminate  the  contract.  Can  you  say  with  perfect  certainty  that 
all  the  companies  you  represent  have  complied  with  the  law  in  that  particular? — A. 
Yes, 

Q.  Can  you  state,  as  a  matter  of  fact,  that  you  have  terminated  contracts  because 
the  companies  have  not  complied  with  the  law? — A.  We  have;  ^es.  I  can  not  give 
you  the  names  at  the  moment,  but  I  can  furnish  you  with  a  list  of  the  companies 
which  we  have  discontinued. 

Q.  Will  you  be  kind  enough  to  do  so? — ^A.  Yes.* 

Q.  Can  you  give  us  an  estmiate  of  the  number  of  companies  with  whom  you  have 
discontinued  the  contract? — ^A.  I  do  not  think  I  can. 

Q.  Are  there  several  of  them? — ^A.  Several  of  them.  Of  course,  they  hardly  ever 
go  as  far  as  that,  so  there  would  not  be  very  many. 

Q.  Can  you  furnish  us  before  you  leave  to-day  the  blank  forms  you  use,  a  blank 
page  of  the  ledger  and  transfer  book? — ^A.  Yes. ' 

METHOD  OF  REGISTERING  TRANSFERS    (rESUMED). 

Q.  (By  Senator  Mallory.)  I  do  not  understand  your  method  of  noting  the  trans- 
fers. How  is  your  attention  called  to  the  fact  that  there  is  a  transfer  of  shares  from  A  to 
B? — ^A.  The  assigned  stock  certificate  is  handed  in  showing  the  transfer  on  the  back. 

Q.  That  is  the  only  evidence  you  have? — ^A.  Yes. 

Q.  You  do  not  have  anything  else? — A.  We  do  not  have  anything  else. 

Q.  The  original  certificate  signed  by  the  parties  who  transferred  the  stock  is  the 
only  evidence  you  have? — A.  Yes. 

Q.  How  long  do  you  keep  that  certificate,  as  a  rule? — A.  Usually  it  is  handed  in 
to  us  one  day  and  goes  to  tne  r^istrar  the  next  day. 

Q.  To  the  r^strar? — A.  To  the  trust  company  which  is  registrar  of  the  stock. 

Q,  Do  you  not  register  it  yourselvefi? — A.  We  can  not  and  comply  with  the  require- 
ments of  the  stock  exchange  where  we  are  the  transfer  agent.  The  stock  is  rois- 
tered by  another  company. 

Q.  (By  Mr.  Jenks.)  Kindly  explain  to  us  the  full  process  by  which  the  stock  is 
sold,  how  it  goes  through  the  hands  of  the  registrar  and  your  company  and  back 
again. — A.  I  would  rather  have  that  explained  by  the  auditor;  he  is  more  familiar 
v^ith  it  perhaps.  I  should  have  said  the  stock  is  returned  to  the  owner  instead  of  to 
the  re^strar. 

Q.  ^y  Senator  Mallory.)  The  stock  is  presented  to  you  in  Jersey  City? — ^A.  Yes. 

Q.  What  do  you  do  with  it?  What  is  tne  process  you  put  it  through? — ^A.  We 
make  the  entry  on  the  transfer  book,  post  it  in  the  led^r,  tnen  countersign  the  new 
certificate,  cancel  the  old  one,  and  return  the  new  certificate  to  the  party  authorized 
to  receive  it. 

Q.  (By  Mr.  Jenks.)  And  file  the  old  one? — A.  If  we  are  the  custodian  of  the  stock- 
certificate  book  we  file  it,  otherwise  we  return  it  to  the  company  to  be  filed  in  the 
stock-certificate  book. 

NO  REASONS  GIVEN   FOR  FAILURE  TO  FILE  ANNUAL  REPORTS. 

Q.  When  you  have  companies  who  have  failed  to  comply  with  this  law  in  the 
matter  of  filine  annual  reports,  what  reasons  have  been  given  for  their  noncompli- 
ance with  the  law,  or  have  they  given  any  reasons? — A.  usually  no  reasons;  usually 
the  attorney  says:  **  It  is  none  of  your  business." 

Q.  Whetner  they  file  the  report  or  not? — A.  Yes;  we  know  what  that  means; 
that  there  are  reasons,  and  we  terminate  the  contract  because  we  do  not  care  to 
have  contracts  of  that  kind. 

Q.  (By  Mr.  Farquhar.]  Are  the  reasons  usualW  given  by  the  company?— A.  They 
usually  give  no  reasons  wny  they  do  not  care  to  nle  this  report 

THE  PENALTY  FOR  FAILURE  TO  FILE  ANNUAL  REPORT. 

Q.  Can  parties  in  case  of  noncompliance  with  the  law  recover  $200  a  day  against 
them? — A.  They  can;  yes. 

Q.  Is  that  done  that  you  know  of? — A.  I  do  not  know  of  any  instance  personally. 

Q.  So  you  do  not  know  whether  the  law  is  carried  out  or  not  in  that  respect? — A. 
Not  absolutely;  I  do  not  know  of  any  case. 

I  Not  filed.  >  See  p.  1001,  footnote,  for  stock  ledger. 
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Q.  But  they  are  all  aware  of  the  penalty  attached  to  the  law? — ^A.  They  are  iS 
aware  of  the  penalty;  yea. 

THK  O01CFK298ATION  OF  THB  TBUBT  OOICPANT. 

Q.  (By  Mr.  Jbnkb.)  Doing  this  work  for  these  variona  oompanieB  you  expeetsooe 
compensation,  of  course? — ^A.  Usually;  yee. 

Q.  What  is  the  method  by  which  yon  receive  pay  from  them;  is  it  so  oi»idit& 
entry  or  so  much  for  a  period  of  time? — A.  So  much  for  a  period  of  time,  so  mni 
per  month,  or  so  much  per  year. 

Q.  The  amount  you  charge  depends  on  the  amount  of  busineas  done?— A.  tbe 
amount  of  work  actually  done. 

Q.  You  make  a  contract  as  to  what  the  compensation  will  be  when  they  first  regi^ 
with  you? — A.  Commonly  at  the  end  of  3  months,  because  it  is  umally  almost  impo- 
sible  to  tell  how  active  their  stock  will  be. 

Q.  You  take  them  on  trust  for  the  first  months  and  afterwards  make  a  regular  ooo- 
tract  as  to  what  the  charae  shall  be? — A.  Yes. 

Q.  (By  Mr.  Kennedy.!  Have  you  received  a  large  number  of  books  within  tk 
past  few  days  from  New  York  City  or  any  of  these  companieel? — A.  None  that  I  knov 
of  beyond  tiie  ordinary  businesB. 

Q.  Do  you  know  anything  about  a  large  shipment  of  books  of  this  kind  to  tbe 
offices  of  these  companies  in  Jersey  City  and  other  points — ^A.  Nothing  beyond  whit 
I  have  seen  in  the  papers.  I*know  we  have  received  none  beyond  the  books  doe  to 
come;  on  account  of  companies  being  organized,  of  cou]:8e,  we  get  books  every  day. 

(Testimony  closed.) 


Washington,  D.  C,  October  18, 1899. 

TB8TIM0HT  OF  KR.  7SAVK  B.  HATfRELL, 

Secretary  of  the  New  Jersey  CofrporatUm  Quctrantee  and  Trutl  Compauy. 

The  commission  met  on  Wednesday,  October  18,  1899,  Mr.  Clarke  presiding;  Mr. 
Frank  K.  Ilansell  appeared  at  2.37  p.  m.,  and,  being  duly  sworn,  teetined  as  foUoH^ 

THE  NEW  JEBSBY  CORPORATION  GUARANTEE  AND  TRUST  COMPANY. 

Q.  fBy  Mr.  Jknks.)  You  may  give  us  your  fuU  name  and  addreae? — ^A.  Frank  R- 
Hansell,  419  Market  street,  Camden,  N.  J. 

Q.  That  is  your  business  address? — A.  Yes. 

Q.  What  is  your  occupation? — ^A.  Secretary  of  the  New  Jersey  Corporation  Gntf- 
antee  and  Trust  Company. 

Q.  What  is  the  busmees  of  this  corporation? — A.  Representing  corporations  in  Nev 
Jersey  and  maintaining  an  office  as  required  by  the  corporation  laws.  . 

Q.  Is  the  method  of  doing  business  m  your  office  substantially  the  same  as,  or  is » 
different  in  some  particulars  from,  that  which  we  have  had  explained  in  the  case  oi 
another  company f' — ^A.  It  is  practically  the  same. 

NUMBER  AND  CAPFTALIZATION  OF  COMPANIES  REPRESENTED. 

Q.  About  how  many  companies  do  you  represent? — ^A.  About  500. 

Q.  How  much  capital  is  representea? — A.  Well,  at  least  $500,000,000. 

Q.  Have  you,  in  or  on  the  outside  of  your  office,  signs  displayed  for  every  com- 
pany you  represent? — A.  Every  company;  yes. 

Q.  Can  you  furnish  us  with  a  list  of  the  companies  you  represent?— A.  I  can  give 
it  to  you  now;  yes. 

Q.  The  figures  as  to  the  capitalization  of  the  different  companies  also?*— A.  i» 

Q.  (By  Mr.  Kennedy.)  Showing  the  common  and  preferred  stock?— A.  No;  w6 
authorized  capital. 

1  See  testimony  of  Howard  K.  Wood.  •  Filed. 
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BSLATION  TO  CX>MPAKIBS  SEPBBBBNTBD. 

Q.  (By  Mr.  Jencs.)  Do  you  receive  from  these  oompanies  any  written  authoriza- 
tion to  do  this  business  for  them? — ^A.  We  do;  yes.  I  nave  nearly  600  here  now  from 
different  companies  we  represent. 

Q.  Is  it  your  practice  to  insist  on  this  authorization? — ^A.  Always.  We  do  not 
consider  that  we  reidlv  represent  a  company  until  it  is  signed  and  in  our  possession. 

Q.  Does  the  form  oi  authorization  di^r  in  any  particular  from  the  one  just  read?— 
A.  It  is  exactly  the  same.^ 

THE  WORK  OF  THE  OUAKAMTEB  AKD  TRUST  COMPANY. 

Q.  You  keep  in  vour  office  the  stock  and  transfer  bookei? — ^A.  The  stock  ledger  and 
transfer  books  of  all  of  them. 

Q.  The  method  of  transfer  is  the  same  as  explained  before? — ^A.  Yes. 

Q.  Do  you  keep  also  the  alphabetical  list  of  stockholders  and  the  amount  of  hold- 
in«? — ^A.  Yes. 

Q.  That  is  kept  up  every  day? — ^A.  Yes. 

Q.  What  metnods  do  you  adopt  with  reference  to  the  companies  registered  with 
you  as  to  their  compliance  with  the  law  regarding  the  flMns  of  the  annual  reportEi? — 
A.  We  write  them,  or  when  they  come  into  the  office  ana  hold  their  annual  meet- 
ing we  say,  if  the  proper  officers  are  there,  we  should  like  to  have  them  sisn  the 
report  before  they  go.  If  they  leave  without  holding  a  directors'  meeting  ana  elect- 
ing officers  we  wait  a  few  days  and  then  ask  them  to  sign  it,  and  keep  on  until  we 
get  it  and  see  that  it  is  filed. 

Q.  Do  the  stock  sheets  of  all  these  companies  give  your  name  and  address  as  transfer 
agent? — A.  Many  of  them  do;  nearly  all  of  them  do. 

Q.  Do  you  yourselves  sign  the  tnuosfers  of  stock  as  transfer  agent? — A.  Yes. 

METHOD  OF  REGISTBRINQ  THE  TRANSFER  OF  SrrOCK  EXPLAINED. 

Q.  Can  you  explfun  in  a  word  or  two  the  method  you  follow  where  stock  is  tranft- 
4erred  out  of  New  Jersey — ^in  New  York  City,  let  us  say— and  the  certificate  is  sent  to 
you? — ^A.  Yes.  It  is  sent  to  the  transfer  agent  in  New  York  City  and  he  forwards  us 
a  transfer  sheet  of  this  kind;  these  are  smaller,  but  are  the  same  thing  as  the  laiger, 
giving  the  names  and  the  number  of  transferred  shares.  These  aro  entered  on  the 
stock  ledger. 

Q.  Does  the  stock  ledger  differ  in  form  from  the  one  shown  to  us  beforo? — A.  It  u 
practically  the  same.  It  simply  shows  the  stock  here  transferred  to  Crossen  from 
tbe  company,  who  has  since  transferred  to  another  party.     [Exhibiting  certificate.] 

Q.  You  enter  from  this  sheet  the  details  that  come  to  you  every  dayf— A.  Yes. 

Q.  They  are  taken  from  that?— A."  Yes. 

Q.  You  poet  up  the  alphabetical  list  of  stockholders  and  their  holdings  every  day? — 
A  Yes. 

Q.  (By  Senator  Mallory.)  What  becomes  of  the  preceding  certificates  of  stock?— 
A.  Where  certificates  are  sent  to  us  for  transfer? 

Q.  No.  When  you  are  notified  of  the  fact  that  transfers  have  been  made  and  the 
certificate  of  transfer  is  sent  to  ^ou,  what  becomes  of  the  old  certificate? — ^A.  That 
certificate  of  stock  has  been  dehvered  to  the  company's  office,  and  there  a  new  cer- 
tificate is  made  out  as  desired  and  signed  by  the  proper  officer.  It  then  goes  to  the 
registrar,  and  after  they  are  through  with  it  both  certificates  are  usually  returned  to 
the  company's  office,  because  that  is  where  the  brokers'  boys  come  for  them  quite 
often.  Sometimes  they  will  go  directly  to  the  registrar.  The  old  certificates  are 
returned  to  the  company,  and,  as  a  rule,  pasted  to  their  proper  stub  in  the  certificate 
book,  so  that  when  ful  the  certificates  are  returned  you  have  a  full  book  of  canceled 

certificates. 
Q.  You  have  nothing  to  do  with  the  old  certificateEi? — ^A.  No. 

TRANSFERS  SOMETIMES    MADE  IN  THE  OFFICE  OF  THE  GUARANTEE  AND  TRUErr  COMPANY. 

Q.  Do  you  ever  receive  them?— A.  Sometimes  the  companies  out  of  town  will 
leave  the  certificate  book  in  our  office  and  ask  us  to  keep  it  for  them,  saying,  "  We 
make  very  few  transfers,  and  the  proper  officer  will  come  and  do  it  under  your 
supervision."    In  that  case  we  do  it  for  them. 


1  See  testimony  of  Howard  K.  Wood,  p.  1080. 
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Q.  Ab  a  rale  you  know  nothing  about  that  old  certificate?— A.  Not  as  a  rnfe,  «ii» 
tlie  transfer  is  made  out  of  onr  own  office;  where  they  come  to  the  office  weinastn 
seeing  it  and  having  the  oertiflcate  goaranteed. 

OOMPAMIXB  lUBPBlBKNTXD  BY  THS  OUABAMTSB  AND  TRDBT  OOMPAITY  OOMPLT  WUH  IB 

LAW. 

Q.  (By  Representative  LnriNaflnoN.)  Have  there  been  many  violatioDa  of  vm 
State  law  in  regard  to  these  oompaniei^ — ^A.  Well,  of  coarse  I  am  only  in  a  posskm 
to  answer  as  to  our  own  companies,  and  it  is  our  boast  that  we  keep  theai  in  good 
shape  and  see  that  they  comply  with  the  law. 

Q.  Have  any  of  the  600  companies  you  represent  ever  £uled  to  comply  with  the 
law  of  the  State? — ^A.  As  to  holdug  meetings,  no. 

Q.  For  any  ijurpose? — ^A.  Not  to  my  knowledge.  Of  course,  when  a  campany  vil 
not  <io  as  we  wish  we  cancel  our  contract  with  it    We  do  not  care  to  have  it 

Q.  (By  Senator  Maijx>by.)  How  long  has  your  company  be^i  in  existeDorf— A 
About  4  years. 

(TMimony  closed.) 

Wabhimqiom,  D.  C,  OcU>ber  18, 1SS9. 

TE8TIM0HT  OF  MB.  JAMBS  MABWICK, 

No,  tr  Pine  street,  New  York, 

At  a  meeting  of  the  United  States  Industrial  Commission  held  at  its  offices  in  ^ 
Bliss  Building  October  18, 1889,  Mr.  James  Marwick  appeared  at  3.45  p.  m.  and,  afta 
being  duly  sworn,  testified  on  the  sul^ect  of  trosts. 

BUBIMXBB  OF  THB  WITMHB. 

Q.  (By  Mr.  Jbnkb.)  Will  you  kindly  state  your  full  name  and  bosineBS  addrBs^- 
A.  James  Marwick,  z7  Pine  street.  New  York. 

Q.  What  is  your  business? — ^A.  I  am  a  chartered  accountant  and  the  auditor  of  t^ 
Corporation  Trust  Companv  of  New  Jersey. 

Q.  What  is  the  nature  of  your  work  as  auditor  of  this  trust  eompany^  of  New  J^- 
sey? — A.  1  supervise  all  the  work  connected  with  the  transfer  business  in  New  Yon* 

Q,  In  New  York  City?— A.  Yes,  sir. 

PUBFOSB  or  THB  NBW  YOBK  OIVIGB  OF  THB  TBUBT  COMPANY. 

Q.  Will  you  explain  to  us  just  what  the  nature  of  your  work  is  in  New  York  (^ 
or  how  it  is  connected  with  me  work  of  the  trust  company  in  Jersey  CSty.^A  Tbe 
office  of  the  trust  company  in  New  York  was  establisned  to  receive  certificate^^ 
facilitate  the  work  of  the  New  York  Stock  Exchange,  The  broker  sends  the  certifi- 
cate to  the  office  ^ 

Q.  That  is,  to  your  New  York  City  office?— A.  Yes;  to  our  office,  properly  a^ 
and  stamped.  We  give  in  exchauge  for  it  a  small  slip,  so  that  he  can  recover  the  ne* 
certificate  when  it  is  issued. 

Q.  The  small  slips  that  are  issued  are  substantially  receipts? — A.  Just  receiptB;  y^i 
so  that  he  can  identify  the  new  certificate.  We  then  make  the  transfer  and  ntf^ 
out  the  new  certificate  and  have  it  recorded  and  properly  ogned  in  our  new-certifr 
cate  book.  The  following  morning  we  deliver  it  to  tne  reoisbar,  who  deliveiB  it  to 
the  broker. 

BBLATION  TO  THB  NBW  JBBSBY  OFBIGB. 

Q.  Then  what  relation  exists  between  your  office  and  the  work  you  do  there  an^ 
the  work  that  is  done  in  the  New  Jersey  office? — ^A.  We  receive  the  oertificateB  aw 
send  the  transfers  over  to  the  New  Jersey  office  on  the  forms  which  you  have  been 
shown.  , 

Q.  When  you  speak  of  making  transfers  you  mean  you  receive  the  certificBtee  tf^ 
send  them  to  the  transfer  office  and  transfer  them  and  they  are  returned  to  yoa^'' 
A.  We  receive  the  certificate,  which  is  in  blank,  and  write  out  the  transfer  and  sew 
it  over  to  New  Jersey.  . 

Q.  And  then  in  New  Jersey  they  make  the  transfer  on  the  books? — ^A.  Each«y 
our  sheet  is  added  to  the  transfer  book,  which  is  afterwards  bound  up:  it  is  compi^ 
in  every  respect;  everv  day  shows  the  total  up  to  date;  it  is  signed  and  lasixi* 
complete  record,  and  the  best  record  we  can  have. 
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Q.  And  then  YOU  eay  the  certificates  are  retomed  to  the  New  York  office;  and  to 
'whom — ^to  you?— A.  We  send  the  old  certificates  with  the  new  certificates  to  the 
r^istrar,  wno  cancels  the  old  certificates  and  issaes  the  new  ones;  then  he  returns 
the  old  certificates  to  us  in  New  York,  so  we  can  answer  any  inquiry  made  hy  the 
l^ew  York  Stod^  Exchange. 

OLD  CEBTIFICATBS  FILSD  IN  THB  NEW  YORK  OFFICE. 

Q.  And  you  keep  the  old  certificates  in  your  office? — ^A.  We  file  every  certificate. 
±  can  show  you  any  certificate  filed  in  our  office  that  has  heen  out  of  the  office  and 
oome  hack  again. 

Q.  So  that,  as  a  matter  of  fact,  these  old  certificates  are  all  of  them  kept  on  file  in 
your  office? — ^A.  Yes;  if  any  question  is  asked  hy  the  New  York  Stock  Exchanee  in 
connection  with  these  certificates  we  can  reply  to  it  We  hold  them  instead  of  the 
<x>mpany  holding  them,  for  the  convenience  of  the  hrokers. 

KIND  OF  BOOKS  KEPT  IN  THB  NEW  YORK  OFFICE. 

Q.  Now,  in  regard  to  the  hooks  that  you  use  in  this  transfer  husiness,  do  they  dif- 
fer in  any  respect  from  those  already  shown? — ^A.  [Showing  hook.]  This  is  my 
record  hook,  or  transfer  hook.  I  make  a  record  of  the  transfer  that  I  send  over  to 
New  Jersey;  this  is  my  record  here;  this  is  written  up  in  the  corporation  office  in 
New  York,  as  a  record  of  what  we  send  over  to  New  Jersey.  Then  this  is  posted  in 
a  ledger.  We  poet  this  in  New  York  and  balance  up  with  the  New  Jersey  office 
every  3  months  or  so;  we  have  an  exact  list  in  both  places. 

Q^  I  suj^pose  the  ledger  you  keep  in  the  New  York  office  is  exactly  the  same  in  all 
particulars  as  that  kept  in  the  New  Jersey  office? — ^A.  They  differ  to  a  slight  extent^ 
out  this  is  the  latest  form,  a  self-balancing  ledger. 

RELATION  OF  THE  EASTERN  OFFICES  AND  THE  CHIGAOO  OFFICE. 

Q.  How  do  some  of  those  companies  that  have  transfer  qffices,  not  simply  in  New 
Jersey  and  New  York,  but  also  m  Chicago,  keep  in  touch  with  the  Chicago  office? 
You  have  explained  about  the  New  Jersey  office;  how  about  the  Chicago  office?*— A. 
We  send  them  a  note  of  every  transfer  tbiat  is  made. 

Q.  Do  you  make  daily  reports  to  them? — A.  Yes;  in  the  case  of  one  of  the  large 
companies,  we  send  a  complete  report  of  every  transfer  in  our  office,  so  that  they 
know  exactly  every  transfer  that  is  made. 

OORFORATIONS    REPRESENTED   AND  THE    AMOUNT  OF    WORK  REQUIRED  IN  THB    BUBINEBS. 

Q.  You  represent  corporations,  of  course,  of  different  sizes — small  corporations  and 
larae  ones? — ^A.  No  small  ones  in  New  York. 

Q.  Those  you  represent  in  New  York  are  substantially  those  that  you  represent 
on  the  New  York  Stock  Exchangee? — ^A.  Yes. 

Q.  Can  you  give  us  some  estimate  as  to  the  amount  of  work  required  to  do  the 
business  for  a  liSge  company;  for  instance,  the  Federal  Steel  Company? — ^A.  How  do 
you  mean? 

Q.  How  many  clerks? — A.  I  could  not  undertake  to  do  the  work  with  less  than 
6  clerks;  but  of  course  the  work  is  not  the  same  at  all  times;  sometimes  it  would  not 
require  so  many. 

Q.  You  mean  6  for  one  company? — ^A.  Yes;  I  have  been  called  on  to  issue 'in  one 
night  19,000,000  of  securities.  I  have  closed  my  office  at  3  o'clock  in  the  afternoon 
for  receiving  transfers,  but  every  security  was  out  and  new  certificates  issued  by  10 
o'clock  the  next  morning  for  over  |9,00O,00O. 

Q.  How  much  time  do  you  have  to  make  this  transfer  on  the  Stock  Exchange? — 
A.  From  3  o'clock  in  the  afternoon  until  10  o'clock  in  the  morning. 

Q.  So  that  for  every  sale  made  on  the  New  York  Stock  Exchange  you  must  have  a 
report  made  up  by  10  o'clock  the  next  morning? — ^A.  Yes;  of  course  we  post  our 
books  after  that. 

Q.  You  say  that  in  the  case  of  a  large  company,  like  the  Federal  Steel,  it  requires 
6  clerks  to  do  the  work? — A.  When  I  tell  you  that  we  have  had  to  get  out  nine  mil- 
lions of  securities  in  one  night  you  can  easily  see  what  it  means. 

Q.  Of  course  the  amount  of  work  will  vary  daily  with  the  conditions  on  the  Stock 
Exchange? — A.  Yes;  but  we  have  to  be  prepared  for  big  days. 
-    Q.  And  so  you  keep  the  force  employed  regularly  in  order  to  do  that  work? — ^A. 
Yes. 

Q.  (By  Representative  Livingbtton.)  Who  pays  for  it? — ^A.  The  company  that  the 
Corporation  Trust  Company  represents. 

(Testiinony  closed.) 
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Washiivotok,  D.  C,  October  IS,  2m. 

TB8TIM0HT  07  MB.  JAICBS  8.  OABTEV. 

AfsiMUxnl  Secretary  of  the  New  Jeney  ReffiMtraiion  and  Drusi  Cbtnpany. 

At  a  meeting  of  the  United  States  Industrial  CommiflBion,  held  at  its  offices  in  tb 
Bliss  Building,  11.10  a.  m.,  October  18,  1899.  Senator  Mallory  presiding,  Mr.  Jaras 
8.  Garvin  appeared  at  2.55  p.  m.,  and,  after  being  duly  sworn,  testified  as  Icdlovscfi 
the  subject  oi  trusts: 

THB  NBW  JERSBY  RBOIOTRATION   AND  TBOBT  OOMPAKT. 

Q.  (By  Mr.  Jbnkb.)  Will  you  kindly  ffive  us  your  name  and  address — ^A.  Jains 
S.  Garvin,  New  Jersey  Registration  ana  Trust  Company,  No.  525  Main  stzeel»  Ema 
Orange. 

Q.  Whatis  your  occupation?— A.  Assistant  secretary. 

Q.  Of  this  company  you  have  just  mentioned? — A.   i  es. 

Q.  About  how  many  companies  does  this  trust  company  represent? — ^A.  Betveea 
275  and  300. 

Q.  About  what  is  their  capitalization?— A.  Between  $300,000,000  and  ^400,000,00(1 
I  believe. 

Q.  Have  you  written  authorization  from  these  oompenieei? — ^A.  We  have. 

Q.  Do  you  receive  any  companies  without  this  written  authorization? — ^A.  We  d) 
not. 

Q.  Do  you  keep  signs  displayed,  for  all  these  companies,  before  your  office?— A 
We  do. 

Q.  Can  you  furnish  the  conmussion  a  list  of  the  corporations  that  you  represent 
with  Uieir  capitalization? — A.  Yes. 

Q.  You  have  a  cony  with  you  now? — A.  t  have  one,  but  not  alphabeticaSj 
arranged,  and  I  would  rather  send  one. 

Q.  Will  you  within  a  day  or  two? — ^A.  I  will.* 

Q.  Do  you  keep  in  your  office  the  stock  and  transfer  books  of  all  of  these  corpon- 
tions? — ^A.  Yes. 

BUSIKBBS  MBTHODS  THB  8AVB  AS  THOSB  OF  OTHBR  OOMPANIBB. 

Q.  Does  your  method  of  doing  the  work  differ  particularly  from  the  methods  that 
have  been  explained  here  by  the  two  previous  witneflBOEl? — ^A.  No,  sir;  it  is  sabetao- 
tially  the  same. 

Q.  And  the  forms  of  your  record  books  are  about  the  same? — ^A.  Almost  exactly- 

Q.  You  can  perhaps  mmish  us  with  the  blanks  you  use? — A.  Yes,  sir. 

Q.  What  measures  do  you  take  to  see  to  it  that  the  companies  that  you  represeot 
comply  with  the  law  as  regards  the  filing  of  their  annual  report? — A.  We  xeep  a 
record  of  the  dates  upon  which  their  meetings  i^ould  be  held,  and  we  notifv  thein<^ 
the  approach  of  that  meeting;  we  also,  immediately  after  that  date,  notify  toem  that 
the  report  has  not  been  received,  if  such  is  the  case,  and  continue  to  do  that  eyerv  3  or 
3  (lays  until  it  is  either  received  or  we  conclude  that  they  do  not  intend  to  file  it;  in 
which  case  we  notify  them  of  the  penalty  attached  to  such  an  omission,  and  noti^ 
the  secretary  of  state  simultaneously  that  we  have  ceased  to  represent  them. 

Q.  Have  you  terminated  vour  relation  with  any  companies  for  that  reason? — A  I 
have  not,  personally,  but  I  believe  the  company  has. 

Q.  How  long  have  you  been  in  this  office? — A.  Just  about  10  days.  But  I  might 
add  that  I  find  the  system  exactly  as  stated  by  the  other  witnesses.  I  find  we  are 
supplied  with  exactly  the  same  material,  and  the  same  form  is  being  followed  by  the 
corporation  since  I  have  been  there. 

Q.  You  do  not  find  that  there  is  any  essential  difference  between  your  methods  of 
doing  business  and  those  of  the  others? — A.  I  mif  ht  say  they  are  exactly  the  same. 
They  are  formulated  on  the  same  lines  and  carriea  out  in  the  pame  way. 

Q.  You  also  keep  this  list  of  stockholders  with  their  holdings,  alphab^cally 
arranged,  and  posted  up  to  date? — ^A.  Yes. 

Q.  And  you  furnish  information  to  stockholders  who  inquire  for  it? — ^A.  Yes. 
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IDENTIFICATION  OF  8T0CEHOLDEB& 

Q.  What  measures  do  you  actxially  take  to  identify  stockholdenl?— -A.  I  have  not 
-yet  been  required  to  secure  the  identification  of  any,  but  I  should  take  the  ordinary 
precautions;  and  if  the  stock  was  not  in  the  proper  hands  as  stated,  and  I  could  not 
get  the  ordinary  identification  that  would  be  required  by«a  bank,  I  should  hold  the 
certificate  over  until  I  could  identify  the  man.  In  other  words,  I  would  not  give 
the  information  unless  I  was  sure  I  was  giving  it  to  the  proper  person. 

NUMBER  OF  REGISTRATION  COMPANIES  IN  NEW  JERSEY. 

Q.  Can  you  give  us  any  information  as  to  how  many  of  these  trust'  companies  of 
the  nature  of  yours  there  are  in  the  State  of  New  Jersey — have  you  any  idea? — ^A.  I 
have  been  tola  there  are  7  or  8  of  them. 

Q.  Seven  or  8  of  them? — ^A.  That  is,  of  these  registration  companies. 

Q.  Can  you  give  any  information  as  to  the  number  of  authorized  agents  there  are 
representing  corporations  in  the  State  of  New  Jersey? — ^A.  No,  I  can  not 

Q.  Under  the  laws  of  New  Jersey,  is  an  individual  permitted  to  represent  a  cor- 
poration, or  must  it  be  a  trust  company? — A.  I  have  oeen  told  that  in  some  cases 
individuals  do  represent  them,  and  it  was  owing  to  the  unsatisfactory  representation 
that  the  necessity  for  these  trust  companies  arose. 

NEW  YORK   OFFICES  OF  COMPANIES. 

Q.  Have  you  a  New  York  office? — A.  We  have;  yes. 

Q.  Where  is  your  New  York  oflSce?— A.  No.  27  ftne  street. 

Q.  Is  your  New  York  office  the  same  as  the  one  just  spoken  of  by  Mr.  Marwick? — ^A. 
For  some  companies,  yes;  we  maintain  a  separate  New  York  office  as  well. 

Q.  Your  address,  I  notice,  is  the  same? — ^A.  It  is  the  same  building,  but  not  the 
same  office. 

Q.  Is  the  matter  of  the  New  York  office,  as  compared  with  the  New  Jersey  corpo- 
ration office,  left  to  the  company  concerned? — A,  Yes. 

Q.  The  companies  in  some  cases  have  one  and  sometimes  two  New  York  offices, 
both  deiding  with  you? — ^A.  Yes. 

Q.  Do  you  keep  your  records  with  the  different  New  York  offices  up  to  date  in  sub- 
stantially the  same  form  as  to  all  of  them  ? — A.  Yes. 

Q.  How  many  offices  do  you  have  in  New  York  representing  the  different  com- 
panies ? — ^A.  Well,  we  only  have  the  two— our  own  office  and  Mr.  Marwick's  office. 

(Testimony  closed.) 


Washington,  D.  C,  October  28, 1899, 
TESTWOHT   OF  MK.  DENinS  B.  EYAH, 

AUamey-ai'law. 

At  a  meeting  of  the  United  States  Industrial  Commission,  held  at  its  offices  in  the 
BUss  Building,  October  18,  1899,  Senator  Mallory  presiding,  Mr.  Dennis  B.  Ryan,  of 
No.  1  Mont^mery  street,  Jersey  City,  N.  J.,  after  having  duly  affirmed,  at  3  o'clock 
p.  m.,  tc«tined  on  the  subject  of  trusts. 

BUSINESS  OF  THE  WFTNESB. 

Q.  {By  Mr.  Jenks.)  Will  you  give  your  name  and  address  to  the  stenographer? — 
A.  Dennis  B.  Ryan,  No.  1  Mont^mery  street,  Jersey  City,  N.  J. 

Q.  What  is  your  occupation  ? — ^A.  Attomey-at-law. 

Q.  Are  you  the  registry  agent  in  New  Jersey  for  any  corporations? — ^A.  Yes,  for 
some  of  them. 

Q.  About  how  many  do  you  represent? — ^A.  It  may  be  from  10  to  30— that  is,  I 
mean  to  say  by  10  to  30  that  I  am  representing  10  to-day  and  30  to-morrow. 

Q.  Will  you  kindly  explain? — ^A.  After  they  have  been  oiganized  I  simply  resign 
from  them,  a*id  tell  them  to  secure  offices  elsewhere. 
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oomnDcnoN  or  wmrwn  with  ooMPAimB  uepkibuuitbd. 

Q.  Will  yoa  explain  why  tliat  is;  what  the  dicumatanoes  are  under  whidi  yvn 
resign  7 — A.  They  often  come  in  wiui  papers  all  prepared,  and  ask  me  if  they  may 
IMS  mv  office,  and  I  tell  them  they  may;  they  aak  me  if  I  care  to  represent  toem  s 
thdr  Kew  Jersey  agent,  and  if  they  come  to  my  t^ms,  I  do;  often  I  amply  say  good 
day, 

Q.  Can  you  famish  to  the  oommiasion  a  list  of  the  corporations  yoa  luLTe  repre- 
sen  ted  witnin  the  last  30  day^ — ^A.  I  think  I  oookL  I  do  not  keep  a  reooid  ol  them; 
they  come  in  and  organize  and  get  out  and  I  do  not  bother  aboat  it^ 

Q.  They  come  in  and  organLce,  and  appoint  you  as  agent  and  pay  yoa  a  fee,  and 
get  out? — ^A.  Not  in  all  cases. 

Q.  And  you  resign  the  next  day? — ^A.  Where  a  payment  is  made  I  do  keep  a 
record  of  it,  but  where  thejr  appoint  me,  they  might  nave  a  busineflB  in  New  Jenej 
and  have  their  office  in  their  mctory. 

Q.  Why  in  that  case  should  they  ask  von  to  be  their  registered  asent;  if  they  hajt 
an  office  elsewhere  in  the  State,  and  wisn  you  to  be  appointed  simply  for  the  dse — 
A.  I  do  not  know  why  they  should  ask  me. 

Q.  But  if  they  come  in  and  ask  you  if  you  will  take  the  position  as  registered  ageaoi, 
you  say  yes;  and  thev  ask  you  to  resign,  and  you  resign  the  next  hour? — ^A.  Yes;  I 
do  thi^  and  frequently  without  being  asked. 

Q.  Tnen  you  will  furnish  us  a  list  of  the  conipanies  you  have  represented,  for 
which  you  have  been  registered  aeent  within  the  last  30  days,  with  the  dates  ol  your 
takinff  the  position,  and  the  length  of  time  you  held  it? — ^A.  Yes. 

Q.  You  will  make  that  complete? — A.  Yes.* 

Q.  (By  Mr.  Fabquhae.)  Wliat  do  you  mean  by  resignation?  The  certificate  d 
incorporation  is  there,  and  you  stand  as  an  officer  representing  the  corporation,  do 
you  not? — ^A.  Well,  they  have  their  own  subscribers  to  the  sto^  and  organize  them- 
elves;  it  is  not  necessary  that  I  should  be  the  organizer. 

Q.  But  do  vou  not  stand  as  the  representative,  as  far  as  the  law  in  New  Jersey  is 
concerned,  of  the  corporation?—  A.  t>o  I  not  stand  as  what? 

Q.  As  the  New  Jersey  representative  of  the  corporation  under  the  law. — A.  Yeg; 
in  some  corporations  I  ao. 

Q.  Just  a  minute  ago  you  said  you  would  resign? — ^A.  Yes. 

Q.  Now,  in  what  condition  is  me  company  left  when  you  resiffn? — ^without  a  rep- 
resentative?— A,  I  do  not  concern  myself  al)out  where  they  stand. 

Q.  (By  Mr.  Jenks.)  When  you  appear  as  ^e  registered  agent  of  the  company,  are 
you  not  so  named  in  their  articles  of  incorporation,  and  will  not  your  name  so 
stand? — A.  I  should  think  that  way. 

Q.  Your  name  should  appear  as  the  registered  agent  of  the  company? — ^A.  Yes. 

Q.  Then  if  you  held  that  position  for  a  day,  and  men  resigned,  the  company  would 
be  left  without  any  agent,  unless  it  took  the  pains  to  get  another  in  the  State?— A 
Yes. 

Q.  And  if  it  wants  to  do  that,  you  say  that  is  the  business  of  the  company,  and  not 
yours? — A.  That  is  where  I  stand. 

Q.  Where  you  hold  this  position  for  an  hour  you  hold  the  position  for  the  coiih 
pany  that  they  ffive  you? — A.  Yes. 

Q.  And  vou  think  you  have  done  the  work  they  have  asked  you  to  do,  and  that 
endn  it  so  far  as  you  are  concerned? — A.  That  ends  it,  and  I  quit. 

Q.  The  rest  is  their  business? — A.  Exactly. 

Q.  (By  Mr.  Farquhar.^  Is  the  character  of  your  work  that  of  a  brokerage  or 
judiciary  agent? — A.  No;  it  is  just  like  anyone  else  coming  into  my  office  to  elFeet 
any  company's  oiganization. 

Q.  Just  like  a  cfient  coming  in  on  an  assault  and  battery  case? — ^A.  Yes;  I  have  no 
knowledge. 

Q.  In  cases  of  that  kind  what  is  vour  relation  to  the  company?  Will  ^^^on  explain 
it? — A.  Well,  they  seem  to  be  satisned  to  have  me  do  that,  and  I  do  not  inquire  very 
deeply  into  them. 

CHABACrSB  AND   GAPirALIZATION  OF  OOUPANIBB  BBFRBBKNTKD. 

Q.  What  class  of  companies  are  you  speaking  of? — ^A.  Manufturturing  companiesi 
Q.  Of  how  much  capital?— A.  Some  of  $100,000  and  some  of  $200,000. 
Q.   fBy  Mr.  Jenks.)  When  you  furnish  us  a  list  of  the  companies,  will  you  also 
stato  tneir  capitalization? — ^A.  Yes. 

^ —  -  m  ,  ■■!■---  -■■■         — 

^  Not  furnished,  though  a  list  obtained  elsewhere  was  partly  checked  by  Mr.  Bjvl 
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Q.  You  have  records  so  you  can  do  that? — A.  Well,  I  can  not  say  definitely;  I 
may  have  some  of  them  ana  I  may  not;  as  I  say,  any  papers  I  have  been  connected 
^wita  I  have  turned  over  to  the  company;  I  just  simply  Keep  the  name  of  them  in 
many  cases. 

Q.  You  have  the  names  of  all  the  companies — ^A.  Yes. 

Q.  Where  you  have  the  names  of  the  companies,  have  you  also  the  names  of  the 
incorporators;  do  you  take  them  down? — A.  In  most  cases  I  do. 

Q.  You  take  down  the  names  of  the  officers  as  they  appeu? — A.  No. 

Q.  You  have  simply  the  names  of  the  incorporatoni? — ^A.  Simply  the  incorporators, 
because  they  may  only  hold  the  stockholders'  meeting  in  my  office  and  the  oirectors' 
meeting  may  be  m  otner  offices. 

Q.  You  do  not  keep  any  list  of  the  directors  or  officers  that  they  elect? — A.  No. 

Q.  Do  you  collect  your  fees  before  they  leave  the  office? — A.  Well,  if  I  know  them 
I  do  not;  if  I  do  not  Icnow  them  I  generally  like  to  get  paid  in  advance. 

Q.  I  was  thinking  you  might  want  to  know  their  iMdraes,  if  you  did  not  collect  the 
fee  in  advance? — ^A.  Yes. 

DESCRIPTION   OF   SOME  GOMPANIES  REFSESENTED  BY  WITNESB. 

Q.  rBy  Mr.  Kennedy.)  I  should  like  to  have  the  names  of  a  few  of  those  com- 
panies?— ^A.  Well,  I  have  been  trying  to  think  of  them  for  15  minutes,  but  I  can  not 

Q.  Let  us  have  the  names  of  some  of  the  companies  that  you  have  represented 
simply  for  a  few  minutes  in  this  way? — A.  Well,  the  Wigwam  Riblishing  Company. 

Q.  Of  where? — A.  Of  New  Jersey. 

Q.  (By  Mr.  Jenks.)  Do  you  know  where  the  main  office  of  that  company  is? — ^A. 
I  do  not;  they  are  all  dead.    All  the  incorporators  died  in  about  a  month. 

Q.  (By  Bepresentative  LiviNOfirroN.)  Give  us  one  where  they  have  not  all  died. — 
A.  It  IS  either  a  dead  corporation  or  a  dead  man;  it  is  oftentimes  the  man. 

Q.  I  do  not  understand  that? — A.  If  they  cease  to  take  an  interest  that  is  when 
it  goes  up. 

Q.  After  the  stock  is  sold? — A.  No,  sir;  the  stock  is  oftentimes  not*  sold  at  all;  in 
that  case  they  did  not  sell  a  dollar's  worth  of  stock. 

Q.  (By  Mr.  Jenks.)  Will  you  give  us  the  history  of  this  Wigwam  Company,  as  far 
as  you  know  it? — ^A.  A  gentleman  came  in  and  had  a  book  which  he  called  the 
"White  Indian,"  a  picture  book  for  children,  which  he  w^as  publishing;  he  had  2 
gentlemen  with  him,  and  had  the  papers  regularly  drawn,  and  I  organiz^  him  right 
then  and  filed  the  certificate.  The  next  I  beard  was  from  his  brother-in-law,  who 
came  and  asked  if  I  had  anything  belonnng  to  him.  I  said  I  had  nothing  except 
the  certificate  of  incorporation.  He  said  nis  brother-in-law  had  died.  A  short  time 
after  that  some  ^htleman  inquired  about  the  company,  and  said  that  all  the  men 
connected  with  it  had  died.    I  thought  I  was  rather  lucky. 

Q.  (By  Mr.  Kennedy.^  What  was  the  capital  stock  of  that  company? — ^A.  As  far 
as  I  can  recollect,  $100,000. 

Q.  (By  Mr.  Jenks.)  Would  you  mind  telling  us  what  fee  you  ordinarily  charge 
for  incorporation,  when  you  expect  to  resign  immediately? — A.  If  I  do  not  have 
much  work  to  do  I  chaige  $5;  if  there  is  considerable  work  I  charge  considerably 
more. 

Q.  Do  you  have  any  scale  at  all  according  to  the  amount  for  which  they  are 
capitalizea? — ^A.  No. 

Q.  For  example,  if  capitalized  for  $1,000,000,  you  would  do  it  lust  as  cheap? — A. 
Oh,  no;  oftentimes  when  they  come  in,  if  I  am  not  familiar  with  the  matter,  tney  do 
all  the  work  and  I  simply  stsmd  around. 

Q,  You  simply  let  them  have  your  name? — A.  Yes. 

Q.  And  give  your  office  as  their  principcd  office  in  New  Jersey? 

Q.  (By  Mr.  Kennedy.^  What  is  the  largest  capitalization  of  any  company  you 
have  organized? — ^A.  As  rar  as  I  can  recollect,  half  a  million. 

Q.  What  fees  did  you  get  in  that  case? — ^A.  In  that  case  I  had  nothing  to  do  at  all. 

Q.  You  got  a  fee?— A.  Yes;  about  $10. 

CONNECTION  WITH   PROMOTERS   IN  NEW  YORK. 

Q.  (By  Mr.  C.  J.  Harris.)  Have  you  any  connection  with  a  New  York  office? — A. 
I  have  no  New  York  office. 

Q.  Are  you  connected  with  some  promoters  there? — ^A.  I  am. 

Q.  (By  Mr.  Jenks.)  Who  are  the  promoters? — ^A.  Peter  Whitney,  No.  100 
Broisulway. 


1102        HEAB1N08  BEFOBE  THE   INDUSTRIAL  COHMiaSlON. 

O.  (By  Mr.  C.  J.  Harsib.)  Do  you  know  Noblett?— A.  I  hmvenot  been,  oosmectod 
with  him  for  about  6  monthk 

Q.  Is  your  boaneeB  of  such  a  preasing  nature  that  yon  do  not  follow  them  after 
they  are  incorporated  ?  Do  you  keep  the  transfer  books  m  yonr  office  in  some  cases?— 
A.  Yes ;  such  as  they  are. 

Q.  (By  Mr.  Jxnks.)  How  many  companies  are  there  of  which  yon  are  leallT  tfa^ 
permanent  New  Jersey  agent?  Do  you  pretend  to  keep  the  work  op  in  then 
cases? — A.  T  can  not  tell  you  that  exactly  until  I  look  them  up. 

Q.  Are  thm*  10?— A.  Haidly  10. 

THE  MONTGOMKRY  TSXTILB  CX>MPANY. 

Q.  Will  you  give  the  names  of  some  of  those  now? — A.  The  Montgomery  Textile 
Ck>mpany. 

Q.  For  how  long  a  time  have  you  been  agent  of  that  oompanv? — A.  A  year. 

Q.   fBy  Mr.  Kennedy.^  Of  Montgomery.  Ala.?— A.  No;  of  North  Wales,  Pk. 

Q.  (By  Mr.  Jbnkh.)  What  is  the  capitalization  of  that  company? — ^A.  I  can  not 
tell  you;  I  do  not  remember. 

Q.  Do  you  know  where  their  home  office  i^ — A.  North  Wales,  P*l 

Q.  Their  factories  are  there? — A.  Yes. 

Q.  In  preparing  that  list,  will  you  include  also  a  list  of  tlie  presidents? — A.  As  far 
as  I  have  them. 

Q.  Now,  as  regards  this  Montgomery  Textile  Company;  you  say  you  represeotai 
them  about  a  year? — ^A.  About  a  year. 

Q.  Did  that  company  file  an  annual  report? — ^A.  I  believe  it  did. 

Q.  Did  you  get  a  copy  of  that  annual  report  yourself,  so  that  you  have  it  in  yoar 
office? — A.  Well,  I  can  not  say  definitely,  out  I  believe  I  have. 

Q.  Inasmuch  as  you  have  not  the  information  at  hand,  but  have  it  in  your  office, 
will  you  also  inclmle  that  in  the  information  you  send,  making  it  complete  witb 
respect  to  all  that  you  have  represented  long  enough  so  that  they  nave  haa  to  file  an 
annual  report?  I>o  you,  yourself,  take  pains  to  notify  the  few  companies  that  Ton 
are  reprenenting  in  a  permanent  way  w^hen  their  annual  report  is  due  ? — ^A.  WeU,  I 
tell  them  when  they  come  when  it  is  first  due,  and  afterwards 

Q.  You  think  that  is  their  businesB? — A.  Yes. 

Q.  And  you  pay  no  further  attention  to  them? — A.  No. 

DISPLAYING  THE  SIGNS  OF  CX>MPANIES. 

Q.  Do  you  keep  the  names  of  these  companies  on  signs  before  your  office? — ^A.  Well, 
I  have  had  them  on  tin  signs,  but  I  have  taken  the  tin  signs  down  for  a  short  time. 

Q.  So  that  you  have  no  signs  now? — A.  We  are  painting  one  sign  for  all. 

Q.  Why  did  you  not  leave  them  up  until  the  other  was  completed? — A  It  was  a 
matter  of  neglect,  I  suppose. 

Q.  Is  it  not  a  matter  of  noncompliance  with  the  taw? — A.  Well,  we  should  have 
had  the  signs  displayed  at  the  entrance  to  the  office. 

Q.  In  aU  cases?— A.  Yes. 

Q.  So  if  you  took  the  tin  signs  down  and  are  not  ready  to  put  the  other  up,  yoo 
are,  as  agent,  violating  the  law? — A.  No;  I  hardly  think  uiat,  or  I  should  not  do  it 

LISTS  OF  SrrOCKHOLDBBS. 

Q.  Do  you  keep  a  list  of  the  stockholders  of  these  companies? — ^A.  In  some  cases  I 
do;  in  others  I  do  not. 

Q.  Have  yon  in  your  office  a  full  list  of  the  stockholders  of  any  of  the  companies 
that  you  represent?— A.  I  think  I  have. 

Q.  Of  what  company? — A.  I  can  not  say  offhand. 

Q.  Do  you  think  you  have  a  complete  list  of  the  stockholders  of  the  Montgomery 
Textile  Company? — A.  Yes;  I  think  I  can  name  them  offhand.    There  are  about  six. 

Q.  Do  you  have  any  written  list  of  them? — A.  Well,  some  of  them  I  took  from  the 
stock  book,  and  the  secretary  prepares  me  an  alphabetical  list 

Q.  How  often? — A.  About  once  a  year. 

Q.  That  is,  he  prepares  that  a  while  before  the  time  of  the  annual  meeting?— A. 
That  is  accoiding  to  the  by-laws;  3  weeks,  and  sometimes  a  month. 

Q.  Do  you  recollect  whether  the  law  of  New  Jersey  has  any  provision  with  refefw 
ence  to  the  preparation  of  this  list  before  the  annual  meeting?— A.  It  is  reqmred,  if 
my  recollection  serves  me  right,  that  the  alphabetical  list  be  prepared  before  the 
flection. 
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Q.  Do  yoa  recollect  how  long  a  time  before  election? — A.  I  think  10  days. 

Q.  Do  you  recollect  whether  a  copy  of  that  list  is  to  be  posted  in  the  office  for  10 
days  before  the  election? — ^A.  Yes. 

Q.  Have  yon  seen  to  it  that  you  have  had  the  list  for  10  days  before  the  election 
in  the  case  of  all  the  companies  that  you  represent? — ^A.  Only  one  of  the  companies 
has  ever  had  an  annual  meeting.  ' 

Q.  Which  one  was  that? — ^A.  The  Montgomery  Textile  Company. 

Q.  They  have  had  more  than  one? — A.  They  nave  had  two. 

Q.  But  you  have  nevei  represented  any  other  company  which  has  had  an  annual 
meeting  in  your  office? — ^A.  That  is  the  only  one. 

Q.  Ik>  you  know  whether  the  law  at  present  considers  it  sufficient  to  have  the  list 
out  10  days  before  the  meeting,  or  whether  it  requires  it  to  be  kept  up  to  date  con- 
tinuously?— ^A.  I  do  not  think  the  law  requires  that  it  be  kept  up  to  date  continu- 
ously; smiply  before  the  books  close;  10  days  before  the  election. 

Q.  You  thmk  that  is  all  that  is  required? — A.  Yes. 

Q.  And  the  matter  will  then  lie  over  until  the  next  annual  meeting? — A.  After 
the  meeting  of  the  Montgomery  Textile  Company  I  direct  the  secretary  to  make  up 
a  written  hst  to  date. 

Q.  That  is  right  after  the  meeting? — A.  Yes. 

THB  TRANBFEBRINO  OP  STOCK. 

Q.  Do  you  yourself  make  the  transfers  of  stock  of  any  of  the  companies  that  you 
represent?    luive  you  ever  made  any  transfers  of  stock? — A.  Yes,  a  few. 

Q.  For  what  companies?— A.  For  the  Davis  International  Telegraph  and  Tele- 
phone Company,  I  think.  . 

Q.  You  are  tne  regular  accredited  agent  of  that  company  now? — A.  No. 

Q.  You  were,  earlier? — A.  Yes. 

Q.  And  during  the  time  you  made  transfers  of  stock? — ^A.  Yes. 

Q.  Why  did  you  sever  your  connection  with  that  company? — ^A.  Well,  in  the  first 
instance,  they  did  not  think  they  were  making  enough  money,  and  one  man  was 
putting  out  too  much;  he  discontinued,  and  I,  of  course,  discontinued  also;  he 
was  paying  me  himself,  not  the  company. 

Q.  This  was  an  individual  matter,  as  far  as  the  company  was  concerned? — ^A.  It 
was  an  individual  matter  between  him  and  myself. 

Q.  Is  that  company  still  in  existence? — ^A.  No. 

Q.  Do  you  regularly  keep  the  transfer  books  in  your  office,  of  all  the  coomanies 
that  you  represent  for  a  jjeriod,  we  will  say,  of  3  months — ^A.  Well,  some  of^them 
use  the  sto&  book,  that  is,  the  stock  certificate  book,  for  that  business;  not  having 
many  stockholders.    That  gives,  of  whom  bought  and  to  whom  transferred. 

Q.  In  that  case  do  you  keep  the  stock  oertincate  book  in  your  office? — ^A.  I  have 
several  of  them. 

Q.  Have  you  kept  stock  certificate  books  regularly  in  your  office? — ^A.  When  I  get 
them  from  a  company  I  keep  them  continuously. 

Q.  And  then  are  the  transfers  of  stock  made  in  your  office? — ^A.  Sometimes.  In 
one  or  two  instances  I  recollect  of  several  coming  who  held  stock  certificates  and 
giving  me  a  letter. 

Q.  And  asking  you  to  make  a  transfer? — ^A.  Yes.  I  write  usually  in  red  ink  across 
the  old  certificate,  ''Canceled,"  and  put  on  the  date.  Then  I  draw  another  certifi- 
cate and  forward  it  to  the  office  of  the  company,  eithel'  to  the  president  or  secretary, 
and  they  sign  their  names  there. 

Q.  And  you  call  that  making  a  transfer  in  your  office? — ^A.  Yes. 

Q.  (By  Representative  Livingston.)  About  how  many  of  these  books  have  been 
sent  over  to  New  Jersey  to  your  office  within  the  last  30  days  that  you  are  not  in  the 
habit  of  keeping  there? — ^A.  None  at  all. 

Q.  You  have  not  received  any  books  lately? — ^A.  Not  in  the  last  30  days. 

Q.  (By  Senator  Mallory.)  Do  you  know  whether  the  class  of  companies  yon 
have  been  acting  for  do  mucn  transferring  of  stock,  as  a  rule? — ^A.  No,  they  do  not. 

Q.  Very  little  of  their  stock  is  transferred? — A,  Very  littie. 

Q.  (By  Mr.  Jbnks.)  Have  you  been  authorized  to  make  transfers  of  stock  for 
these  companies? — A.  Yes. 

Q.  For  all  the  companies  for  which  you  have  kept  stock  books? — ^A.  Where  I  have 
held  the  books  I  generally  get  a  letter  from  them;  very  frequently  when  they  have 
been  there  I  ask  to  have  resolutions  passed  directing  me. 

Q.  And  in  that  case  you  keep  a  copy,  I  suppose,  of  the  resolutions? — ^A.  I  have  not 
any  of  them  on  file;  I  get  that  list  irom  the  secretaiy  of  state;  he  send^  it  to  me,  a 
certificate  every  day. 
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TNlOBlf  ATION  QIVKK  TO  STOCKHOLDBB. 

Q.  (By  Mr.  C.  J.  Hajoob.)  Does  the  stockholder  often  not  know  anythii^  aboes 
the  ertanoing  of  the  company?  Suppoee  there  ehoold  he  a  stockholder  who  vi^ad 
to  investigate,  could  he  get  any  intormation  in  your  office  in  New  Jersey? — ^A.  If  I 
was  eatisned  that  he  was  a  stockholder  I  would  tell  him  all  I  knew  aboat  it. 

Q.  Well,  would  that  be  much  of  anything? — A.  Oftentimes  he  would  know  fst 
more  than  I  would. 

Q.  (By  Mr.  Jknkb.)  You  think  yon  would  be  willing  and  able  to  tell,  in  ahnoet 
everv  case  where  you  were  still  the  authorized  agent,  the  names  of  the  etoclLholder^— 
A.  That  is  too  general  a  question  to  answer;  sometimes  I  could  tell  by  the  certificate 
books  to  whom  the  stock  was  issued.  That  is  as  far  as  I  could  go;  I  could  not  face 
the  holdings  of  it. 

Q.  You  could  not  trace  the  holdings? — A.  Oh,  no. 

Q.  Have  you  kept  a  stock  certificate  book  in  every  case  wh^e  you  have  remained 
the  t>ermanent  agent? — ^A.  Yes. 

Q.  In  every  case? — A.  Yes.  I  say  that,  because  I  can  not  tell  offhand  how  many 
I  have  resigned  from;  but  it  is  my  usual  method  to  do  so;  I  keep  a  stock  book  or  the 
certificates  themselves. 

WTTNBBS  HAS  NO  OFFICE  HSLP. 

Q.  (By  Mr.  Kkknxdy.)  Is  a  very  large  force  of  clerks  required  to  do  all  the  work 
done  in  your  office? — ^A.  No,  sir. 

Q.  How  many  do  you  have? — ^A.  I  have  none. 

Q.  You  are  your  own  clerk,  are  you? — A.  Yes. 

Q.  (By  Mr.  Jenks.)  I  understood  you  to  sav  that  the  number  of  tranflfers  made  is 
the  companies  you  represent  is  very  small? — A.  Very  small;  oftentimes  there  are  bo 
transfers  at  all.    A  good  many  people  hold  their  stock  right  along. 

Q.  It  is  substanti^ly  a  private  company,  you  think? — A.  Yes. 

Q.  Do  you  represent  anv  companies  where  the  stock  is  bought  and  sold  on  tiie  New 
York  Stock  Exchange? — A.  Not  that  I  know  of. 

Q.  Ho  that  the  matter  of  transfers  of  stock  would  not  ordinarily  occupy  more  than 
an  hour  or  two  a  week? — A.  Oh,  no;  in  the  case  of  this  company  it  would  not  take 
5  minutes  to  make  out  a  new  certificate  and  cancel  the  old  one. 

Q.  (By  Representative  LiviNoerroN.)  You  deal  with  the  little  fish? — ^A.  You  can 
make  a  company  as  large  as  you  want.  You  can  make  it  a  million  as  well  as  a  hun- 
dred thousand.    It  does  not  ti^e  any  longer  to  say  a  million  than  a  hundred  thoosuid. 

Q.  (By  Mr.  Jenks.)  But  in  some  of  Uie  companies  which  were  incorporated  for 
$500,000  would  the  transferring  of  stock,  in  your  judgment,  be  very  slight? — ^A.  "Wei, 
I  can  not  answer  as  to  that  now. 

NATURE  OF  COMPANIES  ORGANIZED   FOR  NEW   YORK   PROMOTERS. 

Q.  ^y  Mr.  0.  J.  Harris.)  How  many  companies  have  you  oreaniied  for  that 
New  York  man,  Peter  Whitney,  within  the  last  yeai^ — A.  I  shomd  say  about  25. 

Q.  What  is  the  nature  of  these  companies — are  they  public  or  private  corpora- 
tions?— A.  Public  corporations. 

Q.  Are  they  organized  with  an  idea  of  putting  the  stock  on  the  market? — ^A.  By 
that  you  mean  putting  the  stock  on  the  exchanges  for  sale? 

Q.  Yes,  to  float  it  about? — A.  Well,  I  can  not  answer  that  question.  Of  coarse,  my 
experience  has  been  with  the  same  man  holding  the  stock  and  continuing  to  hold  it 

Q.  (By  Mr.  Jenks.)  In  the  case  of  the  companies  oiganized  for  Mr.  Whitney, 
have  you  ordinarily  resigned  promptly? — A.  Yes. 

Q.  You  have  simply  acted  as  agent  for  the  moment? — A.  Yes;  manyof  them  are  New 
Jersey  people  and  nave  their  own  places;  they  simply  come  to  me  to  start  the  com- 
panies; after  they  are  started  they  leave  and  aiterwaras  proceed  by  themselves. 

Q.  That  has  been  true  practically  of  all  of  the  companies  organized  for  Mr. 
WWtney? — ^A.  I  should  say  of  a  large  number  of  them. 

Q.  I  will  ask  you  also,  when  you  send  in  tlxat  list,  to  name  the  companies  you  have 
on»mzed  for  Mr.  Whitney? — A.  Yes. 

Q.  (By  Mr.  Farquhar.)  How  many  companies  have  you  represented  since  you 
commenced  the  business? — A.  Well,  you  mean  since  I  have  been  an  attorney? 

Q.  Since  you  commenced  this  business  of  representing  companies,  how  many  have 
you  represented? — ^A.  Well,  I  might  sav  76. 

Q.  How  many  do  you  represent  nowr — A.  I  can  not  tell  you  that  ofEhand. 

Q.  (By  Representative  LiviNOBrroN.)  Who  pays  the  State  fees  of  these  companies 
in  New  Jersey? — A.  The  incorporators. 

Q.  Do  vou  know  that  they  cio  pay  them?— A.  Well,  they  could  not  get  the  certi- 
ficate if  they  did  not. 
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NATUBE  OF  WORK   DONE  BY   WITNESS. 

Q.  (By  Mr.  Farquhab.)  Do  you  think  the  method  you  have  described  here  to-day, 
that  oi  representing  a  company  for  less  than  24  hours  and  then  surrendering  it,  is  a 
fair  and  legal  way  of  doing  business — ^A.  I  am  afraid  you  misunderstand  me.  For 
the  purpose  of  organizing  they  come  in  with  a  certificate  of  organization  secured  from 
the  secretary  of  s&kte  before  I  see  it,  and  hold  their  organization  meeting  in  my  office. 

Q.  In  other  words,  your  work  consists  simply  in  placing  w4th  the  secretary  of 
state  that  certification?— A.  No;  I  have  nothing  to  do  with  that.  That  is  all  done 
before  I  see  the  gentlemen. 

Q.  Then  it  is  smiply  to  use  your  name? — A.  They  do  not  use  mv  name. 

Q.  (By  Mr.  Kennedy.)  It  seems  to  me  they  get  organized  before  they  name  an 
agent. — A.  No;  they  may  have  my  name  put  in  the  certificate. 

Q.  Then  they  do  not  use  your  name  for  unlawful  purposes? — A.  No;  since  I 
acqpieece  afterwards  I  do  not  see  that  it  is  unlawful. 

Q.  (By  Mr.  Jenks.)  Do  I  understand  that  you  have,  substantially,  an  arrange- 
ment with  Mr.  Whitney  whereby  he  may  use  your  name  in  an  organization  scheme 
so  that,  when  they  go  into  your  office  wim  your  name  printed  as  agent,  you  officially 
work  for  them  by  letting  your  name  stand  as  the  New  Jersey  agent? — A.  No;  I  do 
not  know  of  any  such  arrangement  as  that.  He  makes  use  of  m}r  office;  he  must 
pajr  for  all  clerical  work  and  attend  to  that  himself.  I  am  oftentimes  not  in  the 
ofiSoe  when  it  happens. 

Q.  You  say  you  are  often  not  in  the  office  when  he  comes  there  to  do  this  work, 
but  your  office  stands  there  as  the  New  Jersey  office  for  the  time  being? — A.  Yes; 
it  is&ept  open  all  day  long. 

Q.  So  that  the  provision  of  the  law  requiring  the  office  to  be  kept  open  during 
business  hours  is  complied  with? — A.  Yes;  there  is  always  somebody  there. 

Q.  You  suggested  tnat  you  had  organized  a  good  many  companies  for  Mr.  Whit- 
ney. What  o9ier  men  have  you  orgamzed  companies  for;  Mr.  Noblett,  for  instance? — 
A.  Yes. 

Q.  Can  you  tell  about  how  many  you  have  organized  for  him? — A.  Possibly  30  or  35. 

Q.  And  in  these  cases  you  have  ordinarily  resigned  immediately  afterwards? — A. 
Yes. 

Q.  Can  you  give  us  the  names  of  some  you  have  oiganized  for  him? — ^A.  Well,  I 
can  not  answer  that  offhand. 

Q.  When  you  send  in  the  information  we  have  asked  for,  will  you  kindly  include 
them  also? — A.  Yes. 

WITNESS  HAS  COMPLIED  WITH  THE  LAW. 
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filed,  or  recorded,  by  any  corporation,  domestic  or  foreign,  shall,  in  addition  to  the 
other  matter  required  by  law,  set  forth  the  location  (town  or  city,  street  and  num- 
ber, if  number  there  may  be)  of  its  principal  office  in  tnis  State,  and  the  name  of  the 
agent  therein  and  in  charge  thereof,  and  upon  whom  process  against  the  corporation 
may  be  served." 

Q.  Have  you  complied  with  that? — ^A.  Yes,  I  think  I  have. 

Q.  Not  "think,"  but  haveyou  complied? — A.  Yes. 

Q.  (By  Mr.  Kennedy.)  What  is  generally  the  amount  of  the  capitalization, 
$40,000,  $50,000,  or  $100,000?— A.  It  runs  from  $50,000  and  $100,000  up  to  $200,000. 

Q.  In  the  incorporation  of  the  Montgomery  Textile  Company,  it  seems  to  me  yon 
ought  to  have  some  record  of  your  connection  with  it? — ^A.  Well,  I  did  not  say  that  I 
had  not.  I  simply  say  I  make  the  memoranda  at  the  time.  I  do  not  pretend  to 
commit  the  names  of  the  companies  to  memory. 

Q.  You  have  a  list  of  all  of  these  companies  that  you  have  organized? — A.  Yes,  I 
have  one. 

Q.  (By  Mr.  Jenks.)  Will  you  give  a  complete  list  of  all  of  them  within  30  daygi? — 
A  I  win  give  you  tne  names  oi  all  the  companies  I  know  anything  about,  with 
which  I  have  had  anything  to  do. 

Q.  (By  Senator  Mallory.)  In  speaking  of  resigning,  did  you  mean  that  you  make  a 
formal  resignation? — ^A.  I  did  not  exactly  mean  resigning,  but  severing  my  relation 
with  tiie  coinpany.  I  simply  say,  *  *  Have  you  got  an  office  elsewhere,  or  do  y  ^.u  desire 
thifl  one?  *  *  Sometimefl  they  say,  *  ^  We  have  one. ' '  Of  course  that  settles  the  business 
with  me. 

88a 70  . 
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Q«  Do  vou  always  know  when  the  corporation  wishes  to  regard  Toa  as  itumMit- 
in^  them?  Is  that  always  understood  between  yoa  and  them,  or  does  it  drut  mkm^ 
without  vour  being  positive  that  you  are  or  are  not  representing  them? — A.  Yes,  I  kmsw 
when  I  go:  they  may  think  I  do  not,  but  I  do.  For  instance,  I  ask  them  to  ^^eenaic 
things,  and  they  do  not  do  them,  and  if  they  are  not  done,  I  am  not  and  will  not  andl 
they  do  them. 

(Testimony  closed.) 


Washington,  D.  C,  yocember  IS,  1S99. 

TB8TIM0IT  OF  MR.  CHABLBS  V.  BIVO, 

Secretary  and  general  manager  of  the  New  Jersey  Corporations  Agency. 


The  commission  met  at  10.55  a.  m.,  Chairman  Kyle  presiding.  Mr.  Charleei  N. 
King,  of  Jersey  City,  N.  J.,  was  introduced,  and,  being  duly  sw^om,  testified  a? 
follows: 

Q.  ^By  Senator  Kylb.  )  What  is  your  name? — A.  Charles  N.  King. 

Q.  (By  Mr.  Jenks.)  And  your  addres^— A.  243  Washington  street,  Jen^er 
City. 

Q.  What  is  your  business — A.  I  am  secretary  and  general  manager  of  the  Xew 
Jersey  Corporations  Agency. 

BU8INBBS  or  NKW  JBRSBY  OORPORATION8  AGENCY. 

Q.  Will  you  tell  us  what  the  business  of  this  corporations  agency  is? — A.  It  is 
organized  for  the  purpose  of  furnishing  corporations  with  all  of  the  fiunlities  lor  com- 
plying with  the  laws  of  the  State  of  New  Jersey. 

Q.  what  are  the  special  provisions  of  the  laws  of  New  Jersey  that  are  to  be  car> 
ried  out  by  this  corporations  aeency? — A..  Furnishing  them  with  an  office,  the  keepii^ 
of  their  transfer  and  stock  books,  the  filing  of  their  papers  as  required  by  the  statute. 

Q.  What  papers  are  reqmred? — A.  They  have  to  file  annually  a  report  of  their 
officers  and  directors,  and  they  have  to  make  a  statement  to  the  State  yearly  regard- 
ing their  capital  issued,  for  the  purpose  of  taxation. 

Q.  How  many  different  corporations  are  represented  by  your  office? — A.  I  eooM 
not  tell  you  exactly,  but  there  are  several  hunared. 

Q.  Can  you  give  us  an  estimate  as  to  the  total  amount  of  capital  repreeented  bf 
those  companies? — A.  No;  but  it  is  several  hundred  millions. 

Q.  Please  mention  the  names  of  some  of  the  more  prominent  ones  that  have  their 
offices  with  you. — A.  The  Amalgamated  Copper  Company  is  one,  with  a  capi^  of 
175,000,000;  the  American  Car  and  Foundry  Company,  with  (60,000,000;  the  Amer- 
ican Thread  Company;  the  Pressed  Steel  Car  Company;  the  American  Soda  Fountain 
Company. 

Q.  That  is  perhaps  sufficient.  Could  you  have  prepared  in  your  office  and  file  with 
the  commission  a  list  of  the  companies  that  you  represent,  with  the  capitalisation  ol 
each,  and  will  you  be  kind  enough  to  do  so? — A.  You  could  get  all  that  at  Tnentoii; 
their  certificates  are  filed  in  Trenton,  and  their  capital. 

Q.  With  the  name  of  the  agent? — A.  Yes. 

Q.  Is  it  a  fact  or  not  that  this  requirement  of  the  law  that  the  name  of  the  les- 
dent  agent  shall  be  filed  with  the  secretary  of  state  is  carried  out? — ^A.  Yes,  it  is  with 
our  company. 

Q.  In  every  case,  then,  where  you  have  been  mentioned  as  agent  that  will  appear 
in  the  records  at  Trenton? — A.  Yes,  in  every  report  that  is  filed  there  it  is  staled. 
We  have  r^^lar  printed  reports,  and  it  states  who  the  agent  in  charge  is.  It  may 
be  me  personally  or  it  may  be  our  corporation. 

Q.  Do  you  know  whether  that  provision  of  the  law  is  invariably  carried  oat  in  the 
secretary  of  state's  office? — ^A.  Only  so  far  as  relates  to  our  company;  we  see  that  it  is. 

Q.  You  see  that  it  i^— A.  There  is  a  penalty  for  failure  to  file  that  report, 

Q.  In  tiie  case  of  a  company  that  you  represent,  you  are  certain  that  either  the 
name  of  the  company  or  your  own  name  as  agent  aoes  appear  in  the  records  in  the 
office  of  the  secretary  of  state? — A.  Yes. 

Q.  The  commission  would  like  to  have  you  file  a  list  of  the  companies  you  repre- 
sent, with  their  capitalization.  I  might  perhaps  give  the  reason  why.  It  is  ^uite 
possible  that  there  may  be  in  that  list  a  number  of  laige  corporations  that  we  might 
wish  to  know  something  further  about,  and  in  this  way  we  could  get  the  informa- 
tion as  to  what  thev  are — ^what  their  capitalization  is — ^more  conveniently  than  by 
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sending  a  clerk  to  the  office  of  the  secretary  of  state.— A.  Do  I  understand  that  you 
^want  a  complete  list  or  the  large  companies? 

Q.  Supposing  we  say  the  companies  with  a  capitalization  of  $250,000  and  above 
that.i 

Q.  (By  Mr.  Fabqurar.)  Is  there  not  a  system  of  ill^timate  certification  in  the 
State  of  New  Jersey  by  irresponsible  agents,  lawyers,  and  others,  who,  for  a  small 
fee,  get  the  certification  of  certain  companies,  and  under  that  certification  have  issued 
stock  and  sold  it  in  New  York  City? — ^A.  Well,  such  a  thing  may  happen;  it  is  never 
done  with  our  concern. 

Q.  I  did  not  speak  particularly  of  you,  but  of  your  own  knowledge. — A.  No;  not 
of  my  own  knowledge;  I  could  not  state. 

SflOCK   AND  TRANSFBB  OFFICE. 

Q.  rBy  Mr.  Jbnks.)  With  reference  to  these  hundreds  of  companies  that  are  reg- 
isterea  in  your  office,  do  you  in  every  case  keep  the  stock  and  transfer  books  of  these 
companies  in  your  office? — A.  Yes. 

Q.  In  the  case  of  transfers  of  stock,  are  the  transfers  regularly  made  in  your 
ofilee? — ^A.  The  statute  provides  that  everv  corporation  shall  maintain  a  principal 
office  in  the  SMe,  where  they  can  have  tneir  stock  transferred.  We  transfer  that 
stock  or  see  that  it  is  traoslerred.  Those  books  are  delivered  to  us,  and  they  are 
coming  and  going  all  the  while.  We  let  them  out  to  be  written  up.  Now,  take 
small  corporations;  they  may  not  have  any  transfers  at  all,  and  others  have  them 
every  day.  There  is  a  list  furnished  to  us,  eitber  daily  or  weekly,  by  the  large  cor- 
porations, and  we  keep  the  books  posted;  but  they  do  have  transfers — the  statute 
permits  it — in  other  States. 

Q.  Yes.  Of  course,  then,  with  reference  to  these  larger  companies,  where  there 
are  frequent  transfers  of  stock,  as  I  understand  you,  you  have  transfer  books  of  all 
these  in  your  office.  If  they  make  transfers,  say  in  New  York  City,  those  transfers 
are  reported  to  you  at  least  as  often  as  once  a  week,  and  you  post  your  books  up  as 
often  as  once  a  week? — A.  You  say  where  they  transfer  every  day? 

Q.  No;  where  they  occur  right  along? — ^A.  No;  some  of  these  are  taken  monthly. 
It  just  depends  on  the  activity  of  the  stock  and  how  much  time  it  takes  to  keep  it  up. 

Q^  In  case  the  stock  is  not  very  active,  in  case  there  are  only  a  few  transfers  every 
day,  in  some  cases  you  post  those  books  once  a  month? — A.  In  some  cases,  but  we 
have  slips  and  keep  them  there  right  up. 

Q.  So  that  on  any  day  it  would  be  possible  for  a  stockholder  of  one  of  those  com- 
panies, who  should  prove  to  you  clearly  that  he  was  a  stockholder,  to  see  just  what 
the  list  of  stockholders  of  that  company  was  on  that  day,  and  what  the  holdings  of 
each  stockholder  were? — A.  Yes;  he  could  ascertain  who  is  a  stockholder  and  what 
bis  address  is  and  how  many  shares  he  holds. 

Q.  He  could  do  that  any  day  in  your  office? — A.  Yes,  generally. 

DISPLAY  OF  NAME — ANNUAL  REPORT — LIST  OF  STOCKHOLDERS. 

Q.  With  reference  to  this  other  provision  of  the  New  Jersev  law,  that  before  the 
principal  office  there  shall  be  kept  a  sign  giving  the  names  of  the  corporations  repre- 
sented there,  is  that  provision  of^the  law  carriS  out  by  you  regularly? — ^A.  Yes. 

Q.  Invariably? — A.  Yes. 

Q.  What  provisions  do  you  make  with  reference  to  seeing  that  the  corjporations  rep- 
resented by  you  comply  with  the  provision  of  the  law  requiring  the  making  of  annual 
reports? — A.  The  notices  from  the  state  board  of  assessors  or  the  comptroller  are  sent 
to  us,  and  we  see  that  they  get  to  each  corporation,  and  the  reports  are  made  back 
to  us  and  we  send  them  to  Trenton.  From  the  time  they  start  until  they  finiwh  they 
probably  go  through  our  office  half  a  dozen  times. 

Q.  That  is,  in  case  there  is  any  delav  on  the  part  of  the  corporation  that  seems  to 
be  BO  much  that  it  is  really  violating  the  spirit  of  the  law,  you  notify  the  corporation, 
of  course,  and  see  to  it  that  they  are  kept  up  thoroughly? — A.  Yes. 

Q.  (By  Mr.  Farquhar.)  What  is  the  penalty  for  not  making  a  report? — A.  On  the 
officers  and  directors  I  think  it  is  $200  for  each  oiSense,  and  I  do  not  know  but  the 
directors  are  liable  too. 

Q.  (By  Mr.  Jenks.)  Do  you  keep  regularly  also  in  your  office,  for  the  use  of  the 
stockholders,  an  alphabetical  list  of  the  stockholders  of  each  corporation,  so  that  that 
can  readily  be  consulted,  or  do  they  have  to  inc^uire  from  the  clerks  or  the  books? — 
A.  Well,  the  statute  requires  that  tnat  alphabetical  list  be  posted  10  days  before  the 
annual  meeting,  and  we  hammer  them  until  we  get  it. 


1  Not  filed. 
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Q.  Yon  my  it  is  ready  at  the  election? — A.  Yee. 

Q.  But  has  not  that  law  l)een  amended  so  that  at  the  present  time  it  requim  tk 
thi8  list  shall  be  kept  up  regularly? — A.  No,  sir;  not  to  my  knowledge.  Yoar  *«i 
ledger  or  tnuisfer  book  m  ai'cewible  to  any  stockholder  at  any  time. 

Q.  Ten  davs  before?— A.  Yes;  the  alphabetical  list  is  required  to  be  filed  IOcit- 
previous  to  the  annual  meeting. 

ADVANTAOBB  OF  NKW  JKR8EY  COBFORATION   LAW. 

Q.  What  special  advantages  does  New  Jersey  offer  to  foreign  oorporations  toiof^^ 
porate  in  that  State  as  compared  with  other  StaJtes,  New  York  for  example?— A  >VeU 
there  are  a  great  many  of  them;  I  do  not  know^  just  what  one  to  toach  on. 

Q.  Please  enumerate  the  ones  that  have  occurred  to  you. — A.  Well,  in  thefiK 
place,  I  think  they  can  get  a  more  liberal  charter  in  New  Jersey  than  they  can  in  ^ 
York. 

Q.  In  what  particulan^ — A.  I  think  that  besides  that  the  stockholden,  toi 
directors,  and  officers  of  the  company  are  better  protected  under  New  Jersey. 

Q.  Can  you  mention  the  particulars? — A.  As  I  understand  it,  in  New  York— sappo; 
ing  5  men  associate  themselves  into  a  corporation  under  our  laws  they  can  pay-^fi^ 
New  York,  too— a  certain  amount,  a  certain  percentaf^e  of  the  par  value  of  that  ^^ 
Supposing  they  call  for  60  per  cent  of  that  stock  and  it  is  paid  m;  they  run  sJong  asd 
do  not  require  any  more.    They  are  both  subject  to  50  per  cent  w^henever  it  is  caUi*^ 

Q.  (Bv  Senator  Kylk.)  That  is  in  New  York  SUte?— A.  In  both  States  Wdl 
if  there  aid  come  a  time  when  they  required  more  capital  and  thev  called  upon  thfOL 
each  man  would  be  liable  for  his  other  50  per  cent  In  New  York  State  if  4  men  Bit 
no  good,  fail  in  the  meantime,  I  believe  the  fifth  man  is  liable  for  it  all.    I  think  so- 

Q.  (By  Mr.  Jenks.)  Do  you  think  of  any  other  provisions  that  are  spedallT 
favorable  to  corporations  in  New  Jersey? — A.  Yes;  it  allows  a  cori>onitioo  bji 
two-thirds  vote  of  the  stockholders  to  consolidate  with  other  corporations,  and  ooe 
man  can  not  block  the  consolidation. 

Q.  Is  not  a  merger  of  different  corporations  possible  in  New  York  also?— A.  >*^. 
I  do  not  know  whether  it  is  or  not  on  a  two-thirds  vote. 

Q.  Do  you  think  of  any  advantages  that  New  Jersey  gives  in  the  line  of  taxatioo, 
license  taxes,  and  so  on? — A.  On  nling  a  certificate  in  New  Jersev,  you  pay  ^^ 
they  call  a  filing  fee.  In  New  York  you  not  only  have  to  pay  a  filling  fee,  bot}'^ 
have  to  i)ay  one-eighth  of  1  per  cent  on  the  authorized  capital.  In  New  Jersey  y^ 
pay  one-tenth  of  1  per  cent  yearly  up  to  $3,000,000;  one-twentieth  from  $3,00Q,(Xv 
to  $5,000,000,  and  $50  a  million  over  $5,000,000. 

Q.  8o  that  New  Jersey  really  encourages  the  mcorporation  of  companies  with  reiy 
large  capital  by  lessening  the  taxation  as  the  capitalization  increases? 

Q.   (By  Mr.  Fabquhar.)  On  a  sliding  scale? — A.  Yes;  it  would  be  a  sliding  ^^ 

Q.  Is  it  on  the  authorized  capital  or  the  paid-up  capital? — A.  On  the  capital  isate^ 
and  outstanding.  But  New  York,  as  I  understand  it,  taxes  the  nominal  capital  ooe- 
eighth  of  1  per  cent.  A  company  with  $1,000,000  capital,  when  they  file  a  cfftjfi- 
cate  in  New  York,  would  have  to  send  $1,250  to  the  secretary  of  state. 

DESIRABILITY  OF  HAVING   A   LIST  OF  STOCKHOLDERS  IN  A  RBGI8TBBXD  OFHCB. 

Q.  (By  Mr.  Jbnks.)  How  long  have  you  been  engaged  in  this  buflinesB  that  f^ 
have  now,  in  connection  with  mis  trust  company? — A.  I  think  sinoe  1895  in  tltf 
company;  but  I  first  embarked  in  this  business  in  1891  or  1892. 

Q.  in  another  companv? — ^A.  Another  company;  yes. 

Q.  With  reference  to  these  smaller  companies,  where  transfers  of  stock  are  ctfD' 
paratively  seldom  made,  do  you  consider  it  a  matter  of  importance  in  the  la^  ^ 
the  stock  and  transfer  books  be  kept  in  a  public  ofi&ce  of  this  kind,  in  order  that  u« 
stockholders  may  be  able  to  see  at  any  time  who  their  fellow  stockholders  are|-' 
A,  Well,  yes  and  no.  If  they  had  a  list  tiiere,  that  would  be  sufiScient;  and  i/  ^- 
did  not,  why  I  think  the  books  ought  to  be  kept  there. 

Q.  So  that  they  can  be  found  at  any  time? — A.  So  that  a  stockholder  can  aflcw^ 
who  the  stockholders  of  that  company  are,  their  addresses,  and  the  number  of  su^ 
they  hold. 

Q.  In  the  case  of  the  smaller  private  corporations,  where  there  are,  we  wiU  »?' 
from  5  to  15  stockholders,  where  there  are  practically  no  transfers  of  stock,  wm*  ^ 
the  reason  for  having  this  list  there?  Is  there  any  reason  particularly,  or  is  it  s"^ 
ply  for  uniformity? — A.  Supposing  14  of  that  company  know  all  about  that  coH*? 
tion  and  the  fifteenth  man  does  not  know  how  much  the  holdings  of  the  ^r^.J^ 
are;  the  principal  ofiice  in  thLs  State  ia  the  only  place  where  he  can  ascertain  tw^ 
under  our  laws. 
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Q.  So  that  you  think  even  in  the  case  of  these  smaller  private  corporations  it  is 
quite  important  that  the  provision  of  the  law  be  lived  up  to  rigidly? — A.  I  think  so; 
yeo. 

IS  THB  PUBLIC  BETTER  PBOTBCTBD? 

Q.  (By  Bepreeentative  LiYiNasroN.)  You  said  a  moment  ago  that  you  thought  that 
in  Ke^w  Jersey  the  officers  are  better  protected  than  in  New  York  and  other  States, 
and  that  is  one  reason  why  there  are  so  many  charters  taken.    Is  the  public  better 

FTotected  in  New  Jersey  at  tiie  same  time? — ^A.  Yes;  for  the  reasons  that  I  state.  If 
am  r^ht  in  the  amount  that  these  men  pav  on  their  stock,  and  if  the  fifth  man,  as 
1  stated  there,  is  liable  for  the  other  four,  that  is  not  so  in  New  Jersey,  and  that  is 
one  great  protection. 

Q.  Better  protection  to  the  stockholder.  The  question  I  asked  you  was  this:  Is 
the  i>ublic  better  protected?  If  these  trusts  and  combines  are  an  evil,  you  have  to 
take  it  for  granted  that  they  are  antagonistic  to  the  interests  of  the  common  people. 
If  they  were  chartered  in  New  York,  would  the  public  be  better  protected  there  tnan 
in  New  Jersey? — A.  I  do  not  think  so. 

Q.  Is  there  any  protection  to  the  public  any  way  in  the  whole  business? — A.  Under 
the  New  Jersey  law? 

Q.  Or  any  other  laws  authorisdng  these  combines  and  trusts — ^is  there  any  protec- 
tion to  the  public? — A.  Yes;  I  think  the  public  are  better  protected  under  our  laws. 
Q.  You  may  state  to  the  commission  how. — A.  Well,  when  you  speak  of  the  public 
do  I  understand  the  stockholder^ 

Q.  No;  indeed  you  do  not.  Thev  are  anything  else  but  the  stockholders.  I  mean  a 
man  that  does  not  own  any  stocK  at  all;  that  does  not  know  anything  about  the 
company  and  can  not  know  anything  about  it. — ^A.  Well,  wherein  wouldlie  be  hurt? 
Q.  Wnere  do  you  make  your  money  if  you  don't  make  it  out  of  the  public?  You 
don't  rob  each  other  and  make  it  out  of  each  other,  I  hope? — ^A.  Well,  if  the  public 
become  stockholders  in  that  corporation,  they  participate  in  the  earnings  of  the  company. 
Q.  I  understand.  Take  the  steel  trust,  take  any  trust  that  you  are  agent  for,  all 
their  money  is  made  out  of  the  public? — A.  Yes. 

Q.  But  how  is  it  that  the  public  is  protected  under  the  laws  of  New  Jersey  if  the 
stockholders  and  officers  are  better  protected,  as  you  stated,  in  New  Jersey  than  in 
any  other  State?    How  is  the  public  protected,  if  at  all? — A.  Well,  the  only  answer 

that  I  can  give  you  to  that 

Q.  (Interrupting.)  Wait  a  moment;  may  be  you  will  understand.  Now,  then,  if  the 
laws  of  New  Jersey  are  more  favorable  to  money  making  by  that  process  than  those 
of  any  other  State,  then  it  must  be  for  a  selfish,  purely  a  selfish  reason  that  they  take 
their  charters  there.  Then  it  would  seem  a  natural  inference  that  New  York  cares 
more  for  the  public  than  New  Jersey,  as  she  does  not  have  the  same  statute? — ^A. 
The  New  Jersey  statutes  have  been  pretty  well  adjudicated,  and  there  corporations 
know  just  how  much  protection  they  get  and  where  they  stand;  and  in  a  great  many 
of  these  other  States  tney  do  not. 

Q.  (By  Senator  Kyle,  j  Your  statement  was  that  in  case  of  debts,  in  the  State  of 
New  York,  the  one  man,  the  fifth  man,  would  be  holden  for  it  all? — ^A.  That  used 
to  be  the  law,  and  I  do  not  think  it  has  been  repealed. 

Q  .But  in  New  Jersey? — ^A.  Each  man  is  only  liable  for  the  amount  of  stock  that 
he  holds.    I  think  that  is  a  just  law. 

SHOULD  THE  ANNUAL  RBFOBT  INCLUDE   A   BALANCE  SHBEI^ 

Q.  (Bj  Mr.  Jenxs.)  You  spoke  of  the  annual  report  that  had  to  be  made  by  these 
corporations.  Can  you  state  what  is  contained  in  that  annual  report? — ^A.  A  list  of  the 
offioerB  and  directors,  and  when  they  were  elected,  and  how  long  they  are  elected  for. 

Q.  With  the  addresses,  I  suppose,  of  the  officers? — ^A.  Well,  yes;  they  have  to 
give  their  business  address. 

Q.  They  may  give  as  their  business  address  your  office? — ^A.  If  the  corporation  is 
located  with  us  tney  can  give  their  business  address  with  us,  and  all  communications 
that  come  to  our  office  for  any  stockholder  or  director  or  officer  of  the  company  are 
forwarded  to  him. 

Q.  Do  you  yourself  think  that  it  would  be  a  greater  protection  to  the  public — that 
is,  to  the  purchasers  of  the  goods  of  these  companies — if  they  were  required  to  give, 
in  addition  to  these  facts,  in  their  annual  report  also  a  balance  sheet  showing  the 
condition  of  the  business,  so  that  would-be  competitors  would  be  able  to  jud^  some- 
what better  whether  it  would  be  worth  their  while  to  engage  in  competition  with 
them?— A.  No;  I  do  not.  I  think  that  would  be  giving  away  the  buaiuees  of  the 
oonoem  to  the  competitor. 
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Q.  The  aH8umption  in,  of  connBe,  that  if  a  report  of  that  kind  wa«  reqimeii 
similar  re[M)rt  would  be  required  from  all  of  the  oompetitors,  so  thai  no  epeoi 
advantafire  would  be  {i^ven  to  one  over  the  other  in  that  particolar.  Doyoatbsk 
that  thin  would  be  K^^'ii^K  more  than  the  public  interests  would  require?— A.  I^'. 
yefl. 

Q.  (By  Representative  Liytnobton.)  You  have  got  a  public  franchise  granted  by 
the  sovereign  State  of  New  Jersey.  Why  not  give  the  citizens  of  New  Jenevallii^ 
any  information  that  will  better  their  condition?  Why  do  you  want  a  public  in- 
chise  and  then  want  a  private  corporation?  What  is  there  right  aboat  that?— A.  IW 
citizens  of  New  Jersey  may  not  oe  dealing  with  that  corporation  at  all,  and  w^ 
should  they  want  any  information  regarding  it? 

Q.  Why  do  you  want  an v  franchise  at  the  hands  of  the  people  if  you  are  luit  vi- 
inf|:  to  give  the  people  all  tne  information  they  ask?  Practically  y^ou  gel  this  in- 
ch ise  from  the  people  through  their  representatives? — A.  That  is  n^ht. 

Q.  Now,  then,  when  the  people  ask  for  information,  why  not  just  nve  it?  T« 
say  because  it  would  be  giving  away  your  private  business.  Well,  you  did  not  tbiak 
of  that  when  you  .went  to  the  public  for  your  franchise,  did  yon? — A.  Thepabliemti 
not  be  your  competitors;  but  you  may  have  competitors,  and  in  giving  it  to  tbepob- 
lie  you  would  have  to  give  it  to  your  competitors. 

SHOrLD    THE    ARTICLKR  OF    INCORPORATION    DBCRIBB    ANY    PBOPKBTY    OR  SIRnCB 

RBCSIVKD  FOR  STOCK? 

Q.  (Bv  Mr.  Jenkh.)  The  suggestion  has  been  made  here  that  it  would  be  a  protR- 
tion  to  the  public  if,  when  a  corporation  filed  its  articles  of  incorporation,  it  wtie 
required  to  state  not  merely  the  amount  of  capital  stock,  but  also  for  what  that  opittl 
8t(K'k  was  issued.  That  is  to  say,  a  certain  proportion  of  it  would  be  issued  foroA 
paid  in;  a  certain  proportion  for  property.  It  h|»  been  sugsested  that  tiiesmouQ^ 
be  named  that  w  representetl  by  property,  and  that  there  be  added  to  that  a  Uatof  tix 
properties  with  their  location.'  In  the  State  of  New  York  it  is  provided  also  ibii 
stock  may  be  issued  for  services  performed.  It  has  been  suggested  that  the  aizux^ 
issued  for  servicea  A.   (Interrupting.)  You  can  not  do  that  in  our  State. 

Q.  I  know  you  can  not.  That  the  nature  of  the  services  and  the  amount  paid  kr 
thorns  Hcrvices  should  also  be  named.  Would  you  favor  any  addition  of  that  lizKi?' 
A.  No,  I  would  not;  and  I  will  tell  you  why.  You  organise  a  company  to  take  orer 
a  patent.  Now,  until  that  patent  is  exploited,  nobody  knows  really  the  value  of  it 
The  vendor  or  owner  of  that  patent  majr  think  it  is  worth  mitlrona,  like  Golow 
SellerH,  and  it  may  turn  out  to  be  worth  millions  and  it  may  not  So  how  woald  too 
do?  Our  law  requires  that  when  this  stock  is  issued  and  fully  paid  a  statemen*  be 
filed  showing  how  much  is  paid  in  in  cash  and  how  much  in  property,  and  tfaatiae 
to  be  filed  within  ten  days  after  that  stock  is  issued. 

Q.  But  you  would  not  i&\oT  making  a  further  proviso  that  when  it  states  bof 
much  is  represented  by  property  the  property  itself  should  be  named?— A.  No;  1 
would  not.  '       ■  ' 

Q.  With  its  location?— A.  That  would  l)e  a  hard  matter  to  get  at  in  the  caae  at 
patents. 

Q.  In  the  case  of  a  patent,  this  suggestion  has  been  made  to  us — ^it  might  affipj! 
say  HO  many  hundreds  of  thousands,  so  many  millions,  stand  for  such  a  pateot?-^^ 
Or  patents? 

Q.  Or  patents.  In  that  case  the  idea  is,  it  should  name  the  specific  patents  th»n 
stands  for. — A.  Some  of  them  would  be  required  to  file  a  prettv  biff  statement 

Q.  Tnie  enough,  a  pretty  big  list;  why  not? — ^A.  But  I  think,  if  you  will  pwdoa 
me,  I  think  that  if  any  stock  is  issued  for  services  it  should  be  stated. 

Q.  The  amount  that  is  issued  for  services  and  to  whom  paid? — A.  Yes. 

Q.  In  the  State  of  New  Jersey  no  stock  is  issued  for  services? — ^A.  Under  our  ^ 
I  believe  you  can  not  do  that. 

NEW  JERSEY  NOT  THE  MOST  **  LIBERAL"  STATE. — WHY  IT  GlCrS  MOST  CORPOBATIOSS. 

Q.  (By  Senator  Kyle.)  Is  not  New  Jersev  more  liberal  than  any  other  Stoteint^ 
Union  in  regard  to  granting  charters  to  such  corporations? — A.  Oh,  I  don't  know. 

Q.  What  other  States  are  as  liberal?— A.  I  have  understood  that  West  VirgmaB 
a  prettv  liberal  State.  They  are  so  liberal  that  they  don't  require  anythin^j^'? 
there;  but  I  have  always  been  given  to  understand  that  corporations  oreanu^"^ 
West  Virginia  have  considerable  diflSculty  in  placing  their.stocks  and  bonos. 

Q.  W^hy  is  it  that  so  many  are  incorporated  in  New  Jersey? — A.  I  menUoned  u* 
better  protection  that  New  Jersey  gives  to  the  stockholders  and  directors. 
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Q.  (By  Mr.  Ratchford.)  If  the  laws  of  West  Virginia  are  as  liberal  as  those  of 
Ne'w  Jersejr,  how  do  you  account  for  the  fiEu;t  that  90  per  cent  of  the  conporations  are 
oivanized  m  New  Jersey — ^A.  Because  West  Virginia  limits  them  to  15,000,000. 

Q.  Then  in  that  particular  sense  the  law  is  not  as  liberal;  is  that  right? — A.  That 
is  as  I  understand  it. 

Q.  (By  Senator  Ktle.)  West  Virginia  is  junc  as  liberal  as  regards  the  liability  of 
stockholdere(? — A.  I  euess  they  are  more  so,  because  they  do  not  require  anythmg; 
and  I  do  not  know^  wnat  more  you  want  than  that. 

NAME  OF   RESIDENT   AGENT  CAN   ALWAYS  BE   FOUND   AT  TRENTON 

Q.  (By  Mr.  FxRanHAR.)  Are  there  parties  in  New  Jersey  that  secure  corporations 
and  are  nominally  agents,  that  go  to  Trenton  and  file  the  papers,  and  cease  to  be 
agents  within  24  or  48  houra  after  the  filing  of  the  papers  of  certification? — A.  I  think 
that  is  possible. 

Q.  (By  Representative  LiviNGsnoN.)  That  is  pretty  liberal,  is  it  not? — ^A.  Well, 
-when  they  file  that  report  of  their  officers  and  directors,  it  shows  who  the  agent  is, 
and  he  must  be  a  resident  of  that  State,  or  a  corporation. 

Q.  If  this  a^nt,  within  48  hours  after  the  articles  of  incorporation  have  been 

filed,  resigns  his  position  as  a^nt A.  Excuse  me  one  minute.     He  could  not 

resign  until  after  that  corporation  was  organized. 

Q.  (By  Mr.  Farquhar.)  It  is  organized  before  you  file  them. — ^A.  No;  not  under 
our  statutes.  You  can  organize,  but  you  can  not  do  any  business  until  after  you  have 
filed  that  certificate  with  the  secretary  of  state. 

Q.  (By  Mr.  Jbnks.)  After  the  certificate  has  been  filed  the  agent  may  then 
resign? — A.  Yes;  but  they  would  have  to  amend  their  certificate  to  state  who  the 
agent  is,  or  file  an  appointment  of  a  new  aoent. 

Q.  Do  you  know,  as  a  matter  of  fact,  if  the  names  of  the  agents  do  always  appear 
in  the  papers  that  are  filed  in  the  office  of  the  secretary  of  state? — ^A.  The  statute 
requires  tnem  to  state  in  their  certificate  the  principal  office  and  their  agent 

Q.  I  asked  you  if  you  had  any  definite  information  that,  as  a  matter  of  fact,  that 
law  is  carried  out  in  that  particuW? — A.  Oh,  I  am  pretty  certain  that  it  is. 

Q.  You  think  that  in  the  office  of  the  secretary  oi  state  it  is  invariably  possible  to 
find  the  name  of  the  resident  agent  who  is  at  that  time  acting  agent? — ^A.  Yes. 

Q.  And  not  the  man  who  was  first  appointed  as  agent? — A.  Yes. 

Q.  A  question  asked  a  moment  ago  was  not  answered,  as  to  whether  you  have  an^ 
definite  information  regarding  people  in  the  State  of  New  Jersey  who  permit  their 
names  to  be  used  as  agents  of  corporations  and  then  immediately  afterwards  resign  as 
agents? — A.  I  have  no  definite  knowledge  of  that,  but  I  have  heard  so. 

Q.  You  have  heard  that  is  so,  but  you  have  no  definite  knowledge? — ^A.  The  first 
information  I  had  of  it  was  a  report  from  a  party  that  was  down  here  before  your 
commission.    I  did  not  think  it  was  possible  that  a  man  would  do  that  sort  of  thing. 

INCOME  OF  NEW  JERSEY   FROM  CORPORATION  TAXES. 

Q.  (By  Mr.  Ratchford.)  Have  you  definite  information  as  to  the  amount  that 
accrues  to  the  State  annually  from  the  organization  of  corporations? — ^A.  I  believe  in 
the  statement  of  the  last  fiscal  year  it  was  $558,000  or  $528,000  filing  fees. 

Q.  (By  Mr.  Farquhar.)  Filing  fees?— A.  Filing  fees.  The  State  chaiges  20  cents 
a  thousand,  but  in  no  case  less  than  $25. 

Q.  But  you  have  no  knowledge  of  what  the  State  gets  through  the  taxation  of 
stocks? — A.  No. 

(Testimony  closed.) 

Washington,  D.  C,  Monday ,  November  IS,  1899. 

TESTDIONT  OF  MR.  AHDKEW  PABKEK  VEYIHS 

AUomey  at  law. 

The  commission  met  at  10.55  a.  m.,  Chairman  Kyle  presiding.  At  11.40  a.  m.  Mr. 
Andrew  Parker  Nevins  was  introduced  as  a  witness,  and,  being  duly  sworn,  testified 
as  follows: 

Q.  (By  Senator  Kyle.)  State  your  full  name  and  poet-office  address. — A.  Andrew 
Parker  Nevins;  149  Broaaway,  New  York  City. 

Q.  (By  Mr.  Jenks.)  What  is  your  businese? — A.  I  am  a  lawyer. 

Q.  Are  you  connected  in  any  way  with  any  West  Virginia  trust  company  with 
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which  Wefft  Virginia  corporations  are  registered? — A.  I  am  ooonflel  for  the  Gbrpen- 
lion  Trust  Company  of  Went  Virginia. 

Q.  Where  is  this  corporation  tnist  company  located? — A.  Its  principai  office  ig  a 
Charlwrton,  W.  Va. 

Q.  And  they  have  a  branch  office  in  New  Yorlc? — A.  We  have  an  agency  in  New 
York. 

<2.  And  you  represent  them? — A,  Yes. 

WBHT   VIRGINIA   CX)RPORATION    LAW — RXPRaSBNTATIVB — LIST  OF  SfrOCKHOU>IB5. 

Q.  What  are  the  provisions  of  the  West  Virginia  law  regarding  representEtkin  b? 
some  af^ent  within  the  8tate? — A.  Within  30  days  after  the  agreement  for  incorpon- 
tion  is  iile<i  with  the  secretary  of  state,  the  company  must  file  with  the  secretuToi 
state  a  {)ower  of  attorney,  sworn  to  by  the  president  of  the  oompanjr,  deaifDMiXB^ 
Fonie  person  rei*iding  in  the  county  m  the  State  of  West  Virginia  in  which  the 
certificate  of  incorporation  is  filed;  said  person  to  be  the  legal  representative  or  agent 
of  the  company  in  that  State. 

Q.  Each  corporation  is  required  to  have  an  agent  in  the  State? — A.  If  it  does  not 
have  one  the  charter  is  liable  to  forfeiture. 

Q.  What  are  the  requirements  with  reference  to  this  principal  agent»  or  prindpil 
office,  as  to  the  business  that  it  shall  do,  the  reports  that  it  shall  keep  in  tne  office, 
etc.? — A.  The  power  of  attorney  appointing  the  a^nt  is  recorded  in  the  office  of  tte 
county  clerk,  as  I  said  before,  of  the  county  in  which  the  certificate  is  filed,  and  atao 
in  the  office  of  the  secretary  of  state  of  West  Virginia.  His  specific  fnnction  is  to 
acceut  process  in  case  process  is  necessary  a^nst  that  company.  You  will  beario 
inina,  gentlemen,  that  his  business  is  especially  with  reference  to  companies  whidi 
are  oi^^anized  under  the  laws  of  West  Vir^nia,  but  doing  business  elsewhere.  To  a 
certain  extent,  therefore,  his  function  is  similar  to  that  of  the  GorporatioQ  igeocr 
which  Mr.  King  has  testified  about,  and  also  other  oompanies  situated  in  New  Jene^- 

Q.  In  the  State  of  West  Virginia  this  agent  of  the  corporation  must  keep  in  hs 
ofiice  a  list  of  the  officers  of  the  corporations,  so  that  he  can  communicate  with  theo 
at  any  time? — A.  He  does  so;  whetner  by  the  law  he  is  required  to  I  do  not  know; 
I  do  not  think  he  is. 

Q.  Is  there  any  requirement  in  the  laws  of  West  Viiginia  with  reference  to  the 
keeping  of  the  stock  and  transfer  books  of  the  company  within  the  State? — A.  No. 

Q.  Is  there  any  provision  with  reference  to  the  keeping  of  a  duplicate  list  of  ^od- 
holders  within  tne  State? — A.  I  believe  there  is  not  The  list  of  incorporatore, « 
course,  appears  in  the  original  certificate  of  incorporation  and  also  in  the  charter. 

SITrS  OF  A   COMPANY. 

Q.  Is  it  also  possible  under  the  law  of  the  State  of  West  Viivinia  for  a  comviBy 
in(M)rix)ratcd  in  that  State  to  have  its  business  carried  on  outside  entirely,  uid  the 
list  of  stockholders  kept  outside  entirely,  in  such  a  way  that  a  stockholder  residing  m 
Wtvt  Viiginia  would  have  no  means  of  finding  out  who  his  fellow^stockholdere  w«« 
and  the  amount  of  their  holdings? — A.  The  method  of  obtaining  such  infonnatioii  by 
such  a  stockholder  as  yon  suggest  would  be  to  consult  the  certilcate  of  incorporation 
and  find  out  just  where  the  legal  situs  of  the  company  is.  The  legal  sitos  is  &^ 
that  situs  which  is  directly  specified  in  the  agreement  itself  or  it  is  where  the  actoal 
business  of  the  company  is  carried  on.  ^ 

Q.  The  place  where  the  actual  business  of  the  company  is  carried  on  is  also  nfefl 
in  the  articles  of  incorporation? — ^A.  No. 

Q.  How  can  you  find  that  out? — ^A.  It  is  supposed  to  be  where  it  is  specified  in  tnc 
charter,  and  it  usually  is. 

Q.  But  not  necessarilv? — A.  Not  necessarily.  For  example,  you  can  have  a  com- 
pany organized  under  the  laws  of  West  Virginia  whose  principal  place  of  buflincsBB 
in  tne  city  of  New  York.  Now,  that  company  is  not  limited  in  its  corporate  activity 
an<l  transaotions  to  the  State  of  New  York  or  the  city  of  New  York.  It  can  do  boa- 
nesH  in  any  State.  . 

Q.  When  the  articles  of  incorporation  are  filed,  is  it  necessary  that  itshouW  w 
statcni  therein  that  its  principal  office  is  in  the  State  of  New  York? — A.  It  isneoetftfy 
that  its  principal  office  be  stated.  . 

Q.  Sup])osing  that  we  were  to  take  this  case  that  you  have  stated,  where  theactow 
place  of  business  is  in  New  York  City,  and  the  articles  of  incorporation  stated  tn» 
its  j)rincipal  place  of  business  was  in  Austin,  Tex.;  is  there  any  pienalty  for  thatfa»'' 
fi  cat  ion? — A.  I  should  not  consider  it  a  falsification,  because  ft  may  tie  tiie  int«»^^ 
of  the  incorporators  at  the  time  to  have  the  place  of  business  in  Austin,  Tex.   Bot  w 
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I  said  before,  the  laws  of  West  Virginia  are  not  specific  as  to  whether  the  actual  place 
Df  business  determines  the  lecal  situs  or  whether  the  specification  of  agreement  does; 
but  in  most  cases,  as  far  as  I  Know,  it  is  where  it  is  specified  in  the  charter. 

Q.  It  is  fair  to  presume  it  would  be? — ^A.  Yes. 

Q.  The  question  is  this:  Supposing  that  the  incorporators  have  formed  their  cor- 
poration lai^ly  for  the  purpose  of  speculatii^  in  the  stock,  and  that  it  would  be  a 
lesirable  thins  for  themselves  not  to  be  readily  located — not  to  have  l^eir  place  of 
t>usine88  readily  locate — is  there  any  way  by  which  the  laws  of  the  State  of  West 
^iilginia  will  prevent  them  from  any  such  fraudulent  action? — ^A.  I  do  not  know  of 
tny — possibly  by  quo  warranto  proceedings. 

TAXATION. 

Q.  What  are  the  provisions  of  the  laws  of  the  State  of  West  Virginia  regarding  the 
axation  of  corporations;  in  the  first  place,  regarding  the  preliminary  tax  when  the 
Lrticles  are  filed? — A.  There  is  no  tax  on  the  stock,  as  such,  under  the  statute  of 
^est  Virp;inia.  If  the  company  is  a  thoroc^hly  domestic  company — that  is  to  say, 
if  it  is  domg  business  exclusively  in  West  Virgmia,  they  pay  an  annual  license  fee 
to  the  secretary  of  state  of  flO  a  year.  They  are  not  to  do  business  out  of  tlie  State. 
[f ,  however,  the  company  has  its  principal  place  of  business,  let  us  say,  in  New  York, 
in  that  event  the  company  must  pay,  upon  the  filing  of  the  certificate  of  incorpora- 
tion, $50  to  the  secretary  of  state.    That  is  its  fee. 

Q.  (By  Mr.  Fabquhab.)  And  how  much  thereafter? — A.  That  |50  is  paid  every 
^ear  as  an  annual  tax. 

Q.  Regardless  of  the  capitalization? — A.  Regardless  of  the  capitalization.  The 
Qoaximum  capitalization  is  $5,000,000. 

MEETINGS — LIST  OF  8T0CKHOLDEB8 — ^REPORTS. 

Q.  (By  Mr.  Jenks.)  Is  there  any  provision  regarding  the  holding  of  the  meetings 
of  the  directors  or  the  meetings  of  the  shareholders? — A.  The  meetings  of  a  cor^ra^ 
tion  organized  under  the  laws  of  West  Virginia  may  be  held  in  anv  State,  provided 
the  majority  of  the  stock  is  represented,  and  provided  the  meeting  is  neld  not  leas  than 
21  days  after  the  filing  of  the  agreement  of  mcorporation. 

Q.  It  is  understood,  then,  that  the  first  meeting  of  the  shareholders  must  be  within 
the  State?— A.  No. 

Q.  Not  even  the  first  one? — ^A.  Not  unless  there  is  a  mutual  agreement. 

Q.  What  provisions  are  made  with  reference  to  the  keeping  of  a  list  of  stockholders 
for  the  information  of  the  stockholders  themselves,  at  tne  annual  meeting  or  other- 
wise?— ^A.  I  think  there  is  no  record  kept.  There  is  a  provision,  however,  which 
is  not  mandatory,  that  a  list  of  the  stockholders  be  kept  in  the  office  of  the  represent- 
ative a^nt  there.  This  is  simply  suggestive;  it  is  not  mandatory;  there  is  no  pen- 
alty if  it  is  not  obeyed.  There  is  no  provision  there  that  the  name  of  the  company 
shall  be  posted  in  a  conspicuous  place,  which  is  a  very  prominent  provision  of  the 
New  Jersey  law. 

Q.  There  is  no  provision  that  a  list  of  the  stockholders  shall  be  kept  and  there  is 
no  penalty  if  it  is  not  kept? — A.  No. 

Q.  Is  there  any  provision  requiring  reports  to  stockholders  by  directors  at  their  an- 
nual meetings? — A.  I  think  that  is  usually  provided  in  the  by-laws.  If  you  would 
like  to  see  a  uniform  copy  of  the  by-laws 

Q.  Is  it  compulsory? — ^A.  I  believe  not. 

Q.  Can  you  furnish  to  the  commission  any  papers  or  articles  or  blanks  which  will 
show  what  these  customary  by-laws  are? — A.  I  snould  be  very  glad  indeed  to  furnish 
you  with  copies  of  the  forms  of  our  minutes.    We  have  copies  of  the  usual  by-laws. 

Q.  (By  Mr.  Conger.)  I  would  like  to  inquire  if  the  company  for  which  the  wit- 
ness is  counsel  is  incorporated  under  the  laws  of  West  Vireinia? — A,  It  is. 

Q.  Do  the  laws  of  West  Virginia  require  any  reports  to  be  filed  with  the  State  offi- 
cers?— A.  No. 

Q.  Are  you  doing  business  in  New  York  City? — A.  A  little  business;  yes.  I  should 
like  to  explain  the  general  object  of  this  company. 

Q.  Well,  I  should  like  to  inquire  first  if  you  are  compelled  to  file  or  do  file  any 
reports  with  the  secretary  of  state  of  the  State  of  New  York?— A.  No;  we  have  not 
done  so  so  far. 

Q.  Do  not  the  laws  of  the  State  of  New  York  require  you  to  do  that? — A.  If  they 
do  require  it,  I  have  not  received  notice;  and  as  soon  as  I  receive  notice  I  shall  file 
the  necessary  report. 

Q.  How  long  have  you  been  doing  business  in  New  York  City? — A.  About  10 
months. 

Q.  Not  a  year  yet?— A.  Not  a  year  yet. 
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MVraOO  OP  INOOBPOBATION — BSPRBBUrTATIOX. 

Q.  Thfttls  all. — A.  Now,  the  object,  gentiemen,  of  this  corporation  knotqals 
as  extended  as  that  of  the  New  Jersey  companies.    The  proximity  of  Nev  JefSPTtg 
the  city  of  New  York  renders  posabie  the  great  populanty  of  New  Jersey.   I  wsk 
that  in  the  waj  of  a  sosgestion.    Perhaps  not    This  company  is  organiied  to  faei- 
tate  the  organization  oioorporations  under  the  laws  of  West  Virginia.    For  ezii^de, 
we  must  have  five  incorporators  to  obtain  a  charter.    If  they  want  to  OTgazuK  nnkr 
the  laws  of  West  Virginia,  and  if  thev  happen  to  hear  of  our  company,  they  ooittte 
me  and  tell  me  the  objects  for  which  they  wish  to  incorporate.     NeeesBarily  thev 
inquire  about  the  expense.    I  give  them  what  information  I  can.    I  keep  Iw 
forms  there,  and  we  draw  up  the  charter.     We  send  it  down  to  the  represeotativeci 
the  company,  Mr  Harrison  B.  Smith.  Charleston,  W.  Va.,  and  he  attends  toaeeq; 
that  these  articles  of  agreement  are  filed  and  that  the  charter  is  obtained.    The  ebv- 
ter  is  sent  to  me  and  I  hand  it  over  to  the  company.    It  is  a  very  simple  matter 

Q.  (By  Representative  Livinchwon.)  Where  do  they  organize;  in  your  office?-! 
Not  necessarily. 

Q.  (By  Mr.  Jkkxb.)  They  may  organize  in  your  office  or  wherever  they  pJeK 
under  the  laws  of  the  State  of  West  Virginia?— A.  Certainly;  I  hand  them  back  the 
charter  and  thev  take  a  copy  of  the  minutes  and  hold  a  meeting. 

Q   (By  Mr.  Oonokr.)  Anywhere? — A.  Anywhere  they  please. 

Q.  Anywhere  in  the  United  Stated — A,  Yes. 

Q.  Usually  hold  it  in  your  office? — ^A.  No,  not  in  my  office;  in  the  office  of  the 
lawyer  whom  they  mav  have. 

Q.  In  the  office  of  a  New  York  lawyer? — A.  Yes. 

Q.  (By  Mr.  Jknkb.)  You  keep  convenient  blanks  and  forms  of  articles  and  chftrtei& 
etc.,  in  your  office? — ^A.  Yes. 

Q.  Your  company  supplies  them  for  the  use  and  convenience  of  customenf-i' 
The  forms  I  have  used  1  get  from  the  secretary  of  state. 

Q.  From  the  secretary  of  state? — A.  Yes.  , 

Q.  So  that  you  are  sure  that  the  forms  you  have  are  approved  under  the  l*»>'<'' 
the  State?— A.  Yes;  the  secretary  of  state  represents  a  great  many  of  these  com- 
panies. 


you  would  naturally  write  to  the  secretary  of  state.    He  will  furnish  you  ^|^ 
necesBary  blank  forms,  perfectly  correct,  and  he  will  act  as  your  attorney  of  recow 


down  there  if  you  so  wish.  . 

Q.  (By  Mr.  Jenks.)  And  he  will,  in  addition  to  the  usual  fee  for  filing  the  are^ 
of  incorporation,  charge  you  a  special  personal  fee  for  acting  as  your  peisonw  lep 
representative? — A.  Yes. 

Q.  Under  the  laws  of  the  State  of  West  Virginia  any  individual,  I  suppose,  m 
act  as  this  agent? — A.  Yes. 

Q.  As  well  as  any  company? — ^A.  In  our  case  Mr.  Smith  usually  appears  tf  <^^ 
ney  of  record  for  the  company. 

Q.  Instead  of  the  company  as  such  you  have  the  secretary  of  the  company  sr 
pear? — A.  Yes.    Mr.  Smith  is  not  secretary;  he  is  president,  .    i 

Q.  In  the  State  of  West  Virginia  the  secretary  of  state  is  very  frequently  appoinwo 
as  State  agent? — A.  So  I  understand. 

CORPORATIONS  AND  TRUSrS — CAPrTAL  LIMITED. 

a 

Q.  (By  Mr.  Ratchford.)  Do  we  understand  you  to  say  that  this  co?I*"^jJ 
organized  for  the  purpose  of  facilitating  the  organization  of  other  companies  unoer 
the  laws  of  the  State  of  West  Virginia? — ^A.  That  is  true.  -w«»of 

Q.  In  other  words,  to  make  it  plain,  your  company  is  omnized  for  the  P^2fV> 
encouraging  the  organization  of  trusts  and  corporations  under  the  laws  ^^^^rg^ 
ginia? — A.  I  would  use  the  word  "  corporation j"  I  would  not  like  to  put  mywii 
record  upon  the  subject  of  trusts,  because  I  think  there  is  a  decided  difisren^^ 
tween  trusts  and  corporations.  ^ 

Q.   (By  Senator  Kyle.)  What  facilities  are  there  with  reference  to  thefojm^ 
of  trusts  in  your  State? — A.  The  formation  of  trusts  under  the  laws  of  West  Viip 
T  am  not  familiar  with.  .  ^ 

Q.  I  thought  you  were.  It  was  said  by  the  preceding  witness — yoa  were  'b 
room  at  the  time — that  the  laws  of  New  Jersey  permitted  by  a  two-thirdfl  vote  oi 
stockholders  the  consolidation  of  these  corporations.    That  means  trufitfl?— ^' 
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Q.  What  are  the  featareB  of  the  West  Yu^ginia  law  along  that  line? — A.  I  do  not 
know,  but  I  can  find  it  out  for  you. 

Q.  (By  Mr.  Jbnks.)  You  say  that  the  capitalization  of  the  West  Vii^nia  corpora- 
tions is  limited  to  $5,000,0007— A.  Yes;  that  is  the  maximum  capitalization. 

Q.  Can  you  state  whether  there  is  any  provision  under  the  laws  of  West  Virginia 
for  the  merging  of  corporationei? — A.  I  can  not  state  that  offhand;  I  will  let  you 
know  that 

MO  REPORTS  RBQUIRED. 

Q.  (B^  Mr.  Fabquhar.)  When  you  incorporate  a  company,  that  company  can 
change  its  principal  place  of  business  and  its  general  office  at  will;  and  there  is  a 
bare  possibility  tnat  the  incorporators  are  dummies.  What  control  has  the  secre- 
tary of  state,  or  has  your  office,  or  has  any  person,  over  the  stock  of  that  comfiany  6 
months  after  its  organization? — ^A.  The  record  is  to  be  found,  as  I  said  before,  in  the 
articles  of  agreement.  I  think  the  secretary  of  state,  or  the  proper  official  in  West 
Vii^nia,  should  keep  a  record  of  the  change  of  address  of  the  company. 

Q.   fBy  Mr.  Jenks.)  But  he  is  not  compelled  to  do  so  under  the  law? — ^A.  No. 
Q.   (By  Mr.  Farquhar.)  And  there  is  no  charter  issued  by  the  State  of  West 
Virginia  that  demands  a  report  to  the  State  of  West  Virginia  one  day  after  you  have 
or^mized? — A.  I  think  not,  sir. 

Q.  (By  Mr.  Jenks.)  I  understood  that  you  would  yourself  fiivor  an  amendment  to 
the  laws  of  West  Virginia  providing  that  such  a  record  be  kept  in  the  office  of  the 
8ecretiu*y  of  state? — A.  I  tnink  that  would  be  a  very  advisable  and  salutary  measure 
indeed,  sir. 

Q.  Are  you  willing  to  furnish  to  the  commission  a  list  of  the  corporations  repre- 
sented by  your  compan]^?* — A.  I  should  be  most  happy  to  furnish  you  with  a  com- 
Slete  list  of  all  companies,  together  with  the  capitalization  and  the  names  of  the 
irectors,  if  you  wotud  like  it. 
Q.  I  should  be  glad  to  have  that,  if  you  will  kindly  do  that. 

LIMIT  OF  CAPITAL — TIME  LIMIT  OF  CHARTERS — LIABILITY   OF  STOCKHOLDERS. 

Q.  (By  Senator  Kyle.)  What  is  the  object  of  your  State  legislature  in  limiting  the 
amount  to  $5,000,000? — A.  Well,  what  was  in  the  minds  of  the  legislators  when  they 
enacted  that  provision  I  do  not  know;  but  I  think  it  was  a  venr  wise  thing  i>o  do. 
If  you  |)ut  a  limitation  on  the  capitalization  you  have  one  chance  oi  determining  what 
the  capital  of  your  company  is.    You  must  nave  some. 

Q.  What  is  the  limit  m  New  Jersey? — ^A.  I  think  there  is  no  limit  there. 

Q.  (By  Representative  Livinooton.)  Is  there  any  time  limit  to  a  charter  in  West 
Virginia? — A.  Fifty  years  is  the  statutory  limitation. 

Q.  There  is  none  in  New  Jersey? — A.  None. 

Q.  (Bv  Mr.  Clarke.)  In  r^nl  to  the  liability  of  stockholders,  what  is  the  pro- 
vision OI  your  law? — ^A.  The  liability  of  stockholders  is  simply  the  liability  for  stock 
which  they  own,  except  in  case  of  money  corporations,  wnere,  I  believe,  they  are 
liable  for  that  amount  multiplied  by  2. 

Q.  (By  Mr.  Batch  ford.)  Do  you  believe  it  is  advantageous  to  the  State  to  limit 
the  capitalization  of  companies  to  $5,000,000? — ^A.  I  do. 

Q.  Why? — A.  Because  I  think  that  the  ordinary  company  does  not  need  a  much 
larger  capitalization  than  that.  If  you  are  going  to  have  a  company  with  hundreds 
of  millions  of  capitalization,  Uien  there  is  a  otaX/Q  provided  for  it. 

WATERINQ  of  stock — PAYMENT  OP  CAPITAL. 

Q.  Is  there  any  limit  to  the  watering  of  stock  under  the  laws  of  West  Virginia? — A. 
May  I  ask  what  you  mean  by  watering  the  stock? 

Q.  What  do  we  mean  by  it? — ^A.  Yes;  I  ask  for  my  own  information. 

Q.  I  shall  answer  it  in  tnis  way:  Is  there  anv  limit  under  the  laws  of  West  Virginia 
to  the  creation  of  fictitious  values  or  securities? — A.  Well,  when  a  company  is  organ- 
ized there  is  a  blank  form,  partially  blank,  for  an  application  for  a  charter  under  the 
laws  of  West  Virginia,  ''^y  number  of  persons  not  less  than  5  desiring  to  become 
a  corporation  for  the  purpose  or  business  designated  in  the  second  section,  except  for 
road  purposes,  shall  sign  an  agreement  to  the  following  effect:  'The  undersigned  a^ree 

to  become  a  corporation  by  the  name  of [here  insert  the  name  by  which  it  is 

intended  a  corporation  shall  be  known],  for  the  purpose  of [here  describe 

fully  and  particularly  the  purpose  for  which  the  corporation  is  to  be  formed,  and  the 
kind  of  business  to  be  carriea  on  by  it],  which  corporation  shall  keep  its  office  or 

^  Filed  with  commiflsioa. 
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place  of  biuineffi  at ,  in  the  county  of ,  and  la  to  expire  on  the te 

of (presumably  50  yean  unless  otherwise  mentioned) ,  and  for  the  poipoee  <i 

fonning  the  said  corporation  we  have  subscribed  the  sum  of doUan  to  tk 

capital  thereof,  and  have  paid  in  on  said  8ubscrii>tion  the  sum  of doUara.'" 

Now,  the  amount  of  money,  actual  money,  which  must  be  paid  in  before  yoa  on 
get  your  charter  must  be  10  per  cent  of  the  amount  subscribed  for  in  your  charter,  s 
that  in  that  respect,  if  I  may  make  a  comparison,  I  think  we  have  qoite  an  sdsvB^ 
over  the  new  laws  of  Delaware. 

Q.  And  the  other  90  per  cent  would  be  paid  when? — A.  Well,  that  may  be  pod 
later  on. 

Q.  It  must  be  paid  sometime,  must  it? — A.  Yes;  iust  allow  me  to  continue:  "And 
desire  the  privilege  of  increasing  the  said  ^pital  by  the  sale  of  additional  ehara 

from  time  to  time  to dollars  in  all.    Tne  capital  so  subscribed  is  divided  idIo 

shares  of dollars  each,  which  are  held  by  the  undersigned  respectively  m 

follows;  that  is  to  say,  bv [here  insert  the  name  of  each  incorporator,  with  his 

residence,  and  the  numoer  of  shares  held  by  him]  and  the  capital  to  be  h&eaibs 
sold  is  to  be  divided  into  shares  of  like  amount." 

Now,  there  comes  in  your  authorised  capital;  the  maximum  amount  is  ^,000,0011 

Q.  (By  Mr.  Farquhab.)  But  the  paid-in  capital  need  not  be  Hie  same  as  the 
authorized? — A.  No. 

Q.  The  paid-in  capital  has  got  to  be  how  much?  What  is  the  least  amount  d 
paid-in  capital  under  the  laws  of  the  State  of  West  Vii^ia? — ^A.  I  do  not  know  whit 
the  least  amount  is.  I  think  that  most  of  the  companies  start  in  with  a  rather  gmsll 
amount  to  begin  business.  If  they  have  an  enterprise,  the  value  of  which  they  9K 
I>erhap6  in  doubt  about,  they  do  not  want  to  start  in  with  an  enormoos  capitalin- 
tion;  I  mean  with  an  enormoud  subscription.  They  simply  want  to  oiiganize  and  p> 
ahead  with  their  business. 

Q.  Is  it  not  the  usual  rule  in  West  Virginia  that  the  companv  starts  in  with  10 
per  cent? — A.  Ten  per  cent  of  the  amount  subscribed  for  must  oe  paid  in;  that  is 
statutory. 

CONSOLIDATION  OF  COMPANIBB. 

Q.  (By  Reprecentative  LrviNGfirroN.)  Under  the  West  Viiginia  law  can  coipoia- 
tions  possibly  consolidate  if  the  consolidation  will  amount  to  over  $5,000,OOOf— A. 
No;  I  do  not  see  how  they  possibly  could. 

Q.  They  would  still  be  limited  to  a  capital  of  $5,000,000?~A.  I  do  not  see  tfj 
reason  to  nut  a  different  construction  on  tne  statutes  in  that  reroect. 

Q.  (By  Mr.  Farquhar.)  Can  not  one  board  of  directors  run  nve,  ten,  or  twenty  d 
these  companies? — A.  That  I  do  not  know. 

Q.  No  law  against  it? — ^A.  No  law  against  as  many  companies  as  you  want 

FROPEBTY   and  SBR VICES  FOR  CAPFTAL — TIVE  OF  PATMENT. 

Q.  (By  Mr.  Jenkb.)  In  what  form  must  this  capital  be  paid  in— cash,  property, 
or  services,  or  what? — A.  The  law  in  that  regard  is  that  property  can  be  accepted  fer 
cash. 

Q.  May  services  also? — ^A.  I  think  services  may  be.  I  think  we  have  no  deciska 
in  direct  opposition  to  such  a  proposition. 

Q.  The  value  of  this  property  that  shall  be  taken  is  determined  by  the  board  of 
directors  at  their  will? — A.  I  presume  so. 

Q.  Will  you  be  kind  enough  to  file  with  the  commission  here  the  blanks  that  yon 
use,  so  that  it  will  show  in  detail  the  methods  of  incorporation  of  these  companiee?-' 
A.  Yes,  I  will  do  that,  and  I  will  furthermore  send  you  a  blank  form  aiietaf 
filled  out. 

Q.  (By  Mr.  Ratchford.)  I  do  not  think  you  have  answered  the  question  as  to 
the  time  in  which  the  remaining  90  jjer  cent  of  the  capital  shall  be  paid  in?— i-  ' 
think  that  is  a  matter  of  discretion  with  the  board  of  directors. 

Q.  A  matter  of  discretion? — A.  I  made  that  answer,  not  in  reference  to  the  West 
Virginia  corporations,  but  to  any  corporation. 

Q.  (By  Mr.  Conger.)  Is  it  not  a  fact  then  that  if  a  company  is  organized  for  50 
years  they  may  wait  49  years  and  11  months  before  paying  the  additional  90  per 
cent? — A.  I  should  think  it  quite  likely,  but  I  do  not  see  how  they  could  do  any 
business  unless  they  had  money  in  the  company. 

Q.  They  might  do  it  with  the  10  per  cent?— A.  Certainly.  , 

Q.  In  other  words,  it  is  entirely  possible  to  do  business  with  90  per  cent  water  M» 
10  per  cent  paid  in.  On  the  payment  of  this  10  per  cent,  is  it  customary  for  »* 
incorporators  to  meet  and  issue  tnis  stock? — A.  I  think  it  is,  but  I  do  not  care  to  »y 
positively.    I  think  they  do  it 
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INTEBflTATB  COMITY. 

Q.  (By  Mr.  A.  L.  Harris.)  Do  I  nndenBtand  that  a  corporation  chartered  under 
the  law  o.  West  Viisinia  can  do  bosineaB  in  any  other  State  of  the  Union?  In  your' 
opinion  they  can? — A.  Well,  there  is  alwa}r6  the  implied  condition  that  the  State  in 
'whi<di  they  are  going  to  do  business  gives  them  the  right  to  do  that 

Q.  Then  each  State  can  protect  its  own  citizens  if  it  desires  to? — ^A.  Yes;  I  think 
the  Supreme  Court  of  the  United  States  held  that  a  corporation  is  not  a  person  in 
the  sense  of  an  individual;  so  they  can  restrict  a  foreign  company,  and  the  company 
that  does  business  in  another  State  does  it  at  the  suiSerance,  through  the  amity  and 
the  comity,  of  this  other  State. 

Q.  Then  you  do  not  claim  by  virtue  of  having  a  charter  in  the  State  of  West  Vir- 

flnia  that  you  can  go  into  a  State  and  do  business  in  opposition  to  the  laws  of  that 
tate? — A.  No;  we  can  not  confer  rishts  upon  a  corporation  to  do  business  in  any 
State  which  are  at  variance  with  the  uiw  of  that  State. 

Q.  (By  Mr.  Fabquhar.)  The  title  of  your  company  is  the  Corporation  Trust  Com- 
pany of  West  Viiiginia? — ^A.  Yes. 

Q.  Are  you  incorporated  under  the  laws  of  the  State  of  New  York,  or  under  the 
State  of  West  Vii^nia? — A.  West  Virginia.  The  principal  place  of  business  is  West 
Virginia.  As  I  said,  in  that  case  we  pay  an  annual  license  tax  of  $10.  If  we  had 
designated  New  York  as  the  place  of  business  we  should  have  had  to  pay  $50.  The 
BUfl^stion  may  have  occurred  to  you  tiiat  a  sreat  many  companies  would  like  to  pay 
SlOinstead  of  $60.  They  can  not  do  that;  tney  have  got  to  swear  to  a  very  strong, 
positive,  and  unequivocal  affidavit  that  when  tney  do  pay  the  license  fee  of  $10  they 
are  not  doing  it  to  avoid  paying  $50.    I  will  furnish  you  a  copy  of  that  affidavit. 

Q.  Will  you  also  furnish,  throiu^h  the  secretary  of  state  of  West  Virginia,  a  new 
form  of  by-laws  that  corporations  have  formed  undei^ — A.  Yes. 

Q.  Issued  some  6  months  ago,  possibly? — A.  Yes;  I  am  under  the  impression  that  I 
have  those,  but  whether  or  not  they  are  the  ones  that  the  secretary  of  state  author- 
ized, I  do  not  know.  I  got  some  about  5  months  ago  from  Mr.  Smith,  copies  of  which 
I  have  with  me. 

ADVANTAGES  OF  WBBTr  VIRGINIA  LAW. 

Q.  (By  Mr.  Jenks.)  Have  you  any  further  suggestions  you  care  to  make  in  refer- 
ence to  the  corporation  lawei?— A.  No,  except  I  would  like  very  much  to  draw  the 
attention  of  the  commission  to  the  rather  sweeping  statement  regarding  there  being 
no  limitation  whatever  to  the  West  Virginia  law.  I  think  the  chief  characteristics 
of  the  coiporation  law  of  West  Virginia  are  the  simplicity  of  it  and  the  publicity;  and 
perhaps  the  last  explains  its  popularity.  The  fees  are  moderate,  but  they  are  not  as 
low  as  New  Jersey  in  some  cases,  and  not  as  low  as  Delaware. 

Q.  (By  Mr.  A.  L.  Hasbis.)  You  said  the  publicity.  What  do  you  mean  by  that? 
Pnbliaty  as  to  the  workings  of  the  corporation  after  it  organizes  its  businesB? — A.  I 
mean  the  publicity  of  the  oreanization. 

Q.  (By  Mr.  Fabquhar.)  How  much  capital  does  this  incorporation  law  bring  into 
the  State  of  West  Viipnia  as  working  capital  among  its  own  people? — A.  I  do  not 
know,  sir. 

Q.  Have  you  any  idea? — ^A.  I  think  comparatively  little. 

Q.  Then  the  State  is  simply  used  as  a  creative  power  for  foreign  companies  else- 
where at  small  feed? — ^A.  Veiy  larcely. 

Q.  And  the  working  capital  of  these  companies  is  not  utilized  in  the  State  of  West 
Virginia  at  all,  but  entirely  outside? — ^A.  It  may  be. 

(Testimony  closed.) 

[Submitted  later  in  reply  to  questions  whose  answers  were  reserved.] 

CAPTTALIZATION. 

The  policy  of  the  State  of  West  Virginia  in  r^ard  to  the  capital  stock  of  joint-stock 
companies  nas  been  ouite  different  m)m  most  of  our  other  States.  In  almost  every 
other  State,  before  a  cnarter  is  filed  by  the  secretary  of  state,  a  certain  taxation  must 
be  paid,  the  amount  of  said  tax  being  based  upon  the  total  authorized  capitalization  as 
contained  in  the  agreement  of  incorporation.  For  instance,  in  New  Jersey  the  fee 
for  incorporation  is  20  cents  for  eacn  $1,000  of  the  total  amount  of  capital  stock 
authorize,  but  in  no  case  less  than  $25;  so  that  in  New  Jersey  a  company  can  obtain 
its  charter,  with  an  authorized  capital  of  $125,000,  upon  the  payment  of  the  sum  of 
$25.  The  fee  for  each  additional  $1,000  is  20  cents  likewise.  Under  the  recently 
enacted  corporation  law  of  Delaware  the  fee  is  15  cents  for  each  $1,000  of  the  total 
authorised  capital,  and  in  no  case  less  than  $20.    West  Virginia,  however,  had 
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adopted  a  different  principle  in  its  initial  oiganisation  charges.  It  levies  no  cnn- 
ization  tax  on  the  capital  authorized  in  the  agireement  of  incorporation,  bat  in  tee 
thereof  imposes  a  fixed  annual  license  fee  irvespectxTe  of  the  capitalization,  lbs 
fee  is  |60  per  annum  when  the  principal  office  or  principal  place  of  boainesB  d  tx 
company  is  to  be  located  outside  of  the  territorial  limits  of  the  State  of  West  Vb- 
g[inia.  This  fee  must  in  all  cases  be  paid  before  a  charter  is  isst^d.  If  the  eoipon- 
tion  is  to  be  exclusively  a  domestic  West  Viiginia  oonoem,  the  principal  office  or  pkce 
of  business  of  which  is  to  be  in  the  State,  the  annual  license  tax  is  $10  a  jeir  » 
that,  for  example,  if  a  company  is  or^janized  under  the  laws  of  West  Viiginia  and 
designates  New  York  City  as  the  location  of  its  principal  office  or  place  of  baaneaB, 
such  a  company  mustpay  the  State  of  West  Vii^gfinia  annually  the  ucenBe  fee  of  $30; 
but  if  its  principal  oflioe  or  place  of  business  is  Charieston,  let  us  say,  it  would  be 
required  to  pay  only  an  annual  lioeoae  fee  of  $10. 

The  maximum  capitalization  for  all  corporationr  uigMBJwri  under  West  Yii^nia 
statutes,  with  the  exception  of  railroad  ana  canal  companiea,  is  $5,OO8i,OQ0l  Und? 
the  Code  f  ch.  53,  sec.  26)  no  stock  in  a  corporation  shall  be  regarded  as  takeo,  or  tie 
person  subscribing  therefor  considered  entitled  to  the  same,  until  the  first  installmeiit 
18  paid.  And  under  section  25  of  the  same  chapter  it  is  expressly  provided  that  at 
least  lOper  cent  of  the  par  value  of  each  share  snail  be  paid  at  the  time  oi  subscnp- 
tion.  The  payment  of  this  10  per  cent  upon  the  shares  subscribed  for  natnially  pre- 
vents and  checks  reckless  subscriptions.  Whether  or  not  the  value  of  a  oertificite  of 
stock  is  actually  realized  depends  entirely,  in  the  last  analysis,  on  whether  the  enter 
prise  for  which  the  company  was  oiganized  is  a  success  or  not  The  disposition  oi 
stock  subsequent  to  organization  is  a  matter  which  the  company,  usually  tnroo^  lis 
directors,  regulates  in  accordance  with  what  it  deems  the  best  interest  of  the  cor- 
porate enterprise. 

Whether  or  not  a  corporation  oT^ganized  in  West  Viipnia  has  the  right  to  ttb 
property  in  payment  for  its  capital  stock  has  been  questioned,  and  this  point  ma 
inquirea  into  with  some  degree  of  particularity  by  the  Industrial  Commission.  There 
is  no  provision  in  the  statutes  expressly  requiring  that  stock  shall  be  paid  for  in 
cash;  and  the  authorities  seem  united  in  the  view  that  unless  the  statutes  prohibit 
a  corporation  from  doing  so  it  may  sell  its  stock  for  property  (2  Thompson  Corp., 
sees.  1604,  1605;  Clark  v.  Beavers.  139  U.  S.,  89-112;  Foes  v.  Blair,  139  U.  &,  119}. 
It  has  even  been  held  that  where  the  stock  is  fully  paia  in  cash  or  property  there 
must  be  actual  fraud  in  the  transaction  to  enable  even  creditors  to  assail  it  (119  C. 
8. ,  345) .  The  inference,  therefore,  in  view  of  the  iact  that  the  V.  est  Viivinia  statotes 
do  not  prohibit  payment  for  stock  in  property,  and  there  is  no  mandatory  provi- 
sion for  payment  in  cash,  is  that  property  can  he  legally  deemed  payment  for  stock. 
The  common-law  rule  that  the  transaction  must  be  one  of  {i^ood  faitli  must  of  course 
be  observed.  If  the  corporate  officers  act  accordingly  to  their  best  judgment,  without 
fraudulent  intent,  the  selling  oi  stock  for  property  is  legitimate  and  regular. 

CORPORATION  RSPRBBBNTATIOM  IN  WEST  VIRGINIA. 

One  of  the  most  important  features  of  corporate  regulation  under  the  laws  of  We^ 
Virginia  is  the  provision  requiring  that  companies  doin^  business  outside  of  Vi'^ 
Virginia  shall  keep  a  representative  or  asent  in  West  Virginia  and  duly  empowered 
so  to  act  A  corporation  oiganized  in  West  Virginia  and  having  its  pnncipal  office 
or  place  of  business  in  another  State  must  have  a  registered  agent  in  West  Viiigiiu* 
to  accept  service  of  process  in  behalf  of  the  company. 

The  necessity  and  practical  expediency  of  such  a  provision  is  obvious.  The  stat- 
ute, furthermore,  on  this  requirement  is  not  directory,  but  absolutely  mandatory. 
In  view  of  the  erroneously  puolished  reports  on  the  testimonj^  given  before  the  com- 
mission on  November  13,  1899,  in  r^ani  to  this  provision,  it  will  not  be  inappro- 
priate to  cite  section  24,  chapter  M,  of  the  Code  of  West  Viiginia,  reading  ta 
follows: 

"Every  such  corporation  having  its  principal  office  or  place  of  business  in  this 
State  shall,  within  30  days  after  organization,  by  power  of  attorney  duly  executed, 
appoint  some  person  resiaing  in  the  county  in  this  State  wherein  its  buainesB  is  con- 
ducted, to  accept  service  on  behalf  of  said  corporation,  and  upon  whom  service  m*)' 
be  had  of  any  process  or  notice;  and  to  make  such  return  for  and  on  behalf  of  ww 
corporation  to  the  assessor  of  the  county  or  district  wherein  its  business  is  ^^'^^^ 
on  as  is  required  by  the  forty-first  section  of  the  twenty-ninth  chapter  of  the  code. 
Every  such  corporation  having  its  principal  office  or  place  of  business  outside  ^ 
State  shall,  within  30  days  after  oi^ganizing,  by  power  of  attorney  duly  executed, 
appoint  some  person  residing  in  this  State  to  accept  service  on  behalf  of  sach  c^ 
poration,  and  upon  whom  service  may  be  had  of  any  process  or  notice,  and  to  JDBXt 
rutum  of  its  property  in  this  State  for  taxation  as  aforesaid. 
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"The  said  power  of  attorney  shall  be  recorded  in  the  office  of  the  clerk  of  the 
(M>anty  court  of  the  county  in  which  the  attorney  resides,  and  filed  and  recorded  in 
the  office  of  the  secretary  of  state,  and  the  admission  to  record  of  such  power  of 
attorney  shall  be  deemea  evidence  of  compliance  with  the  requirements  of  this 
8€dction. 

*'  Corporations  heretofore  organized  may  comply  with  said  requirements  at  any 
time  within  3  months  after  the  passage  of  this  act.  Any  corporation  failing  to  com- 
ply wit^  said  requirements  within  6  months  after  the  passage  of  this  act  shall  forfeit 
not  less  than  $2(X)  nor  more  than  |500,  and  shall,  moreover,  during  the  oontinuanoe 
of  such  failure  be  deemed  a  nonresident  of  this  State;  and  its  property,  real  and 

Sersonal,  shall  be  liable  to  attachment  in  like  manner  as  the  property  of  nonresident 
efendants;  any  corporation  failing  so  to  comply  within  12  months  after  the  passage 
of  this  act  shall,  by  reason  of  suc&  failure,  f oneit  its  charter  to  the  State,  and  the 
provisions  of  section  8,  chapter  20,  acts  1885,  relative  to  notice  and  publication,  shall 
apply  thereto." 

It  will  clearly  appear  from  this  statutory  requirement  that  it  is  absolutely  obli^ 
tory  that  every  company  have  a  le^ly  qualified  representative  in  West  Virginia. 
By  this  arrangement  a  means  of  direct  communication  between  the  State  and  its 
corporations  can  readily  be  effected.  In  every  agreement  of  incorporation,  further- 
more, the  location  of  the  principal  office  or  place  of  business  of  tfie  company  must 
be  expressly  stated.  In  nne,  West  Virginia  insists  on  keeping  a  record  of  its  com- 
panies, (1)  by  having  within  the  State  some  person  directly  and  legally  representing 
the  company,  and  (2)  by  always  having  on  file  the  registered  address  of  the  company. 
It  is  quite  true  that  West  Virginia  has  not  imitated  X^ew  Jersey  in  imposing  regula- 
tions tiiiat  the  name  of  the  company  must  be  displayed  in  a  ''  conspicuous  position  " 
in  the  office  of  its  resident  agent  It  is  submitted  that  such  a  provision,  while  it  may 
apparently  evidence  great  paternal  vigilance  andprecaution  on  the  part  of  the  State, 
is  m  practical  operation  usually  an  aMurdity.  The  names  of  hundreds  of  corpora- 
tions displayed  on  so  many  shutter  slats  before  a  New  Jersey  agency  office  may  be 
techniou  compliance  with  statutory  mandates,  but  whether  the  shingles  safeguard 
to  any  appreciable  extent  the  interests  of  the  creditors  or  the  public  is  a  two-sided 
question. 

MBB6EB. 

The  most  popular  State  for  the  organization  of  immense  industrial  combinations  or 
trusts  is  certainly  New  Jersey.  The  law  in  that  State  permits  merger  to  a  generous 
limit  Their  statute  says:  ''Any  two  or  more  corporations  organized  or  to  be  organ- 
ized under  any  law  or  laws  of  this  State  for  the  purpose  of  carrying  on  any  kind  of 
business  of  the  same  or  similar  nature  may  merge  or  consolidate  mto  a  single  cor- 
poration, which  may  be  either  one  of  said  merging  or  consolidating  corporations  or 
a  new  corporation  to  be  formed  by  means  of  such  merger  and  consolioation,"  etc. 
Inasmuch  as  there  is  no  limitation  on  the  capitalization  of  New  Jersey  corporations, 
the  industrial  consolidators  naturally  so  there.  In  West  Virginia  the  statutory  limit 
of  $5,000,000  necessarily  prevents  such  combinations.  In  fact,  there  is  no  provision 
in  the  West  Virnnia  law  with  reference  to  mer^  or  consolidation  except  that  rail- 
road unions  can  l)e  effected  under  certain  conditions  and  limitations. 


Washington,  D.  C,  November  IS,  1899, 

TESTIMOHY  OF  MB.  J.  SBHE8T  SMITH, 

Attorney  at  law. 

The  commission  met  at  10.55  a.  m.  November  13,  1899,  Senator  Kyle  presiding. 
At  12.20  p.  m.  Mr.  J.  Ernest  Smith  was  introduced  as  a  witness,  and,  having  duly 
affirmed,  testified  as  follows: 

Q.  (By  Mr.  Jenks.)  Will  you  kindly  give  your  name  and  address? — ^A.  J.  Ernest 
Smith,  Wilmington^  I>el. 

Q.  And  your  Dusmess? — A.  Attorney  at  law. 

CHANGE  IN   INCORPORATION   LAW  OF  DELAWARE. 

Q.  Tou  are  the  author  of  the  book  on  the  Law  of  Private  Companies,  relating  to 
business  corporations  of  the  State  of  Delaware? — A.  I  am. 

Q.  Will  you  state  the  provisions  of  the  corporation  laws  of  the  State  of  Delaware 
that  seem  particularly  advantageous  to  corporations,  as  compared  wiUi  the  laws  of 
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New  Jersey,  let  us  isay,  or  West  Virginui?— A.  I  am  not  familiar  vith  the  ta  i 
West  Virginia.  I  have  studied  the  law  of  New  Jersey.  Delawsre's  law  is  tot 
largely  modeled  after  the  New  Jersey  law;  many  of  the  proviaioos  ol  the  Msm 
law  are  taken  almost  entirely  from  the  New  Jersey  law.  Prior  to  the  pess^^  U  ^ 
present  corporation  law  of  Delaware  we  had  a  general  inGorporation  law,  pttsedii; 
1881),  which  was  very  limited  in  its  scope,  and  applied  to  comparBtively  few  (a^> 
zationa,  like  manufacturing  companies  and  buildmg  and  loan  aasociationB.  Oaraev 
constitution,  adopted  in  1897,  authorized  the  legislature  to  formulate  a  new  corvst- 
tion  law.  The  new  law  was  drawn  up  by  a  committee  of  the  two  bianehes  oi  tb; 
legislature,  aided  by  counsel.  It  was  submitted  to  the  legislatare,  and  by  boik 
branches  of  the  legislature  unanimously  passed.  Prior  to  that  time  all  chaiteif  d 
all  kinds  were  granted  by  special  act  of  the  legislature,  except  as  aboTe  mentifioed 
The  necessity  of  getting  through  so  many  private  bills  was  considered  a  very  lac 
thing;  so  that  the  constitutional  convention  deemed  it  better  to  pass  a  gaienl  ad 
Our  act  was  based  very  largely  upon  the  New  Jersey  act;  really  tnere  are  compsfr 
tively  few  differences  between  the  two.  What  is  good  in  the  Kew  Jersey  art  is  »to 
good  in  Delaware;  probablv  what  is  bad  in  New  Jersey  is  just  as  bad  in  Delawsre. 

Q.  At  what  time  was  tnis  general  corporation  law  of  the  State  of  Delaviff 
passed?— A.  In  March,  1899. 

COMPABISON  OF  DBLAWABS  AND  NKW  JEB8ET   LAW. 

Q.  If  you  can,  enumerate  some  of  the  differences  between  the  two  that  were  ^ 
in  by  the  legislature,  and  state  the  apparent  purpose. — A.  Well,  I  hardly  know  k« 
to  answer  your  question.  If  you  can  give  me  some  idea  of  any  xxulicular  point  fcc 
desire,  I  shall  be  pleased  to  answer. 

Q.  How  can  you  compare  the  original  incorporation  tax  of  the  two  States,  5ev 
Jersey  and  Delaware? — A.  As  re^ros  the  tax,  1  think  New  Jersey  charges  20  cecte 
on  every  $1,000  for  its  incorporation  tax,  whereas  Delaware  charges  15  cents.  On  is 
franchise  tax  New  Jersey  charges  one-tenth  of  1  per  cent  and  Delaware  one-twentietli 
of  1  per  cent  up  to  $3,000,000.  New  Jersey  one-twentieth  of  1  per  cent  to  $5,OO0,00(^ 
and  Delaware  one-fortieth.  Over  $5,000,000  New  Jersey  charges  $50  a  millioa  ai» 
Delaware  $30  a  million. 

Q.  (By  Senator  Kyle.)  You  have  a  slight  ad  vantage? — A.  We  have  a  slight  adTBS- 
tage. 

Q.  A  sort  of  a  cut  rate? — A.  A  sort  of  a  cut  rate. 

Q.  (By  Mr.  Jknks.)  What  is  the  provision  of  the  Delaware  law  with  refer^ieetD 
holding  stockholders'  meetings? — A.  The  stockholders'  meetings,  after  the  fii^ 
meeting,  can  be  held  anvwhere,  if  the  charter  so  provides. 

Q.  And  need  not  be  held  in  the  State? — A.  No;  but  the  first  meeting  should  be 
held  in  the  State  of  Delaware. 

Q.  What  is  the  provision  of  the  Delaware  constitution  with  reference  to  the  repe* 
of  Delaware  charters  by  the  legislature? — A.  There  is  none,  except  that  revocaUioii 
must  be  by  general,  not  special,  act. 

Q.  May  they  be  repealed  by  the  l^slature? — ^A.  They  can  not  by  special  act 

Q.  How  is  it  in  New  Jersey? — A.  They  can  be. 

Q.  So  in  that  particular  again  the  Delaware  law  is  considered  somewhat  more  fa^* 
able  to  corporations? — ^A.  It  might  be  considered  so.  It  is  out  of  our  power  by  oar 
act,  if  the  legislature  makes  a  contract  in  the  nature  of  a  charter  with  a  corporation, 
to  repeal  it  Our  late  general  corporation  act  can  be  repealed  by  the  l^islatore,  bot 
each  particular  charter  granted  under  the  act  can  not  be  repealed.  New  Jeisey  cs& 
suspend,  alter,  amend^  or  repeal  any  charter  it  grants.  . 

Q.  What  pro\'ision  is  made  in  the  Delaware  law  regarding  the  keeping  of  stock  9dA 
transfer  books  in  the  State? — ^A.  It  is  very  similar  to  the  New  Jersey  law.  All  stoff 
books  or  transfer  books,  or  duplicates  of  them,  are  required  to  be  kept  in  the  pnn^' 
pal  oflSce  in  the  State  oi  Delaware,  subject  at  any  time  to  examination  by  any^** 
nolder,  and,  at  the  time  of  the  meeting  of  the  stockholders,  a  list  is  to  be'prepAredJ^ 
alphabetical  order,  and  submitted  to  the  stockholders  at  least  10  days  prior  to  toe 
time  of  the  meeting. 

Q.  Is  it  necessary  that  the  original  transfer  books  be  kept  in  the  State,  or  may  dai)^ 
cates  be  made  up? — A.  It  is  not;  duplicate  transfer  books  and  stock  books  may  "* 
kept  in  the  State  of  Delaware,  and  those  duplicate  stock  books  are  accepted  hfo^ 
courts  of  law  under  the  charter  ss  of  the  same  validity  as  the  original  stock  boo»- 
I  suppose  the  reason  of  that  law  was  this:  Where  corporations  are  operating  lar^^ 
out  of  the  State  of  Delaware  it  is  more  convenient  for  tnem  to  have  the  origmal  ^'^ 
outside  of  the  State.  . 

Q.  With  reference  to  the  corporations  of  Delaware  whose  original  tranfifer  boow 
are  kept  out  of  the  State — say  in  the  State  of  New  York — is  there  any  provision  ^ 
requires  that  the  duplicate  stock  books  shall  be  kept  up  to  date?    Mow  long  a  ^ 
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may  elapse  after  the  transfer  has  been  'made  in  New  York  before  it  must  be  recorded 
in  these  duplicate  books  in  Delaware? — ^A.  Our  law  is  very  new;  we  have  had  no 
test  of  it  in  our  courts  whatever. 

Q.  Not  at  all?  Do  you  know  what  the  custom  is  in  that  particular;  whether  these 
duplicate  books  are  written  up  every  month  or  every  week? — ^A.  I  do  not  know.  I 
have  no  knowledge  of  that  at  all. 

Q.  What  form  of  annual  report  is  required  in  the  State  of  Delaware? — A.  During 
January  the  secretary  or  the  president,  secretary  and  treasurer  are  required,  I  think, 
under  oath  to  make  a  return  to  the  secretary  of  state  of  the  officers  composing  the 
organization,  the  residences  of  the  officers,  the  situation  of  the  principal  office,  the 
name  of  the  agent  in  charge  thereof  on  whom  process  may  be  served,  and  also  an 
absolute  statement  of  the  amount  of  stock  isBueaby  that  corporation  and  outstanding 
at  the  time  this  report  is  made. 

CAPITALIZATION   AND   PAYING   IN   OP  CAPITAL. 

Q.  How  much  of  the  capital  must  be  paid  in  at  the  time  the  corporation  organizes 
its  business? — ^A.  No  charter  can  begranted  for  less  than  $2,000,  and  no  corporation 
can  commence  business  unless  $1,000  of  that  is  subscribed.  Upon  subscription  of 
that  $1,000  the  charter  can  be  sent  to  the  secretary  of  state  and  he  will  issue  a 
certificate.    The  company  then  can  start  its  organization. 

Q.  There  is  no  limitation  as  to  the  amount  that  must  be  actually  paid  in  by  the 
companv? — A.  No  limitation. 

Q.  Wtat  are  the  provisions  with  reference  to  the  method  by  which  it  may  be  paid 
in?  Must  it  be  paid  in  cash  or  property,  or  may  it  be  paid  in  services? — ^A.  Our  con- 
stitutional convention  took  that  matter  up,  ana  probably  I  can  tell  you  that  more 
quickly  in  the  words  of  the  constitution  itself  than  anything  else.  ''Section  3, 
article  93:  No  corporation  shall  issue  stock  except  for  money  paid,  labor  done,  or 
personal  property  or  real  estate,  or  leases  thereof,  actually  acquired  by  such  corpora- 
tion, and  neither  labor  nor  property  shall  be  received  in  payment  of  stock  at  a  g;reater 
price  than  the  actual  value  at  the  time  the  said  labor  was  done,  or  property  delivered, 
or  title  acquired." 

Q.  Who  is  it  that  determines  what  the  actual  value  of  the  labor  or  of  the  property 
acquired  is? — A.  That  question  as  to  what  is  the  actual  value  has  not  been  determined 
in  our  State.  Our  legislature  in  a  certain  section  has  undertaken  to  say  that  the 
judgment  of  the  directors,  in  the  absence  of  fraud,  shall  be  final.  How  far  the 
legislature  can  go  in  expounding  the  constitution  you  gentlemen  know  as  well  as  I. 
That  is  to  say,  it  is  entirely  a  question  for  the  courts  to  determine.  I  should  say, 
when  it  comes  to  the  question  of  actual  value,  it  would  depend  very  materially  upon 
the  facts  covering  each  particular  case. 

Q.  The  law  itself  provides,  if  I  understand  you,  that  the  judgment  of  the  directors 
shall  be  conclusive? — ^A.  Yes. 

Q.  And  the  matter  has  not  yet  been  decided  in  the  courts  as  to  whether  that  pro- 
vision is  constitutional  or  not? — A.  It  has  not. 

PENALTIES. 

Q.  What  x>eiutltie8  are  provided  in  Delaware  for  failure  to  file  these  annual 
reports,  for  failure  to  keep  the  stock  and  transfer  books  in  the  State,  and  so 
on?  If  you  do  not  recollect  the  exact  amounts,  state  whether  they  are  substantial 
money  penalties. — A.  Practically  the  same  as  New  Jersey.  But  each  misstatement 
and  naudulent  statement  made  by  the  directors  on  any  statement  issued,  inducing 
other  people  to  ^o  in,  is  perjury.  That  is  a  very  strong  ^int  of  the  law.  When  a 
false  statement  is  made  by  the  directors  of  any  corporation,  inducing  investment — 
I  do  not  mean  a  mere  verbal  statement,  but  an  announcement  issued  under  their 
direction — that  subjects  them  to  the  charge  of  perjury,  which  is  a  very  serious 
matter. 

NO  LIMIT  OF  CAPITAL  OR  OP  TIME. 

Q.  Is  there  any  maximum  limit  upon  the  amount  for  which  a  company  may 
incorporate? — A.  No,  sir. 

Q.  What  is  the  provision  with  reference  to  the  time  for  which  they  may  incorpo- 
rate?— A.  It  can  be  made  for  1  year,  5  years,  or  perpetual,  as  the  incorporators  select 
in  their  charter. 

Q.  It  may  be  perpetual? — A.  Yes.  Prior  to  that,  under  our  ^neral  corporation 
law  of  1883,  all  corporations  expired  in  20  years  time  unless  specifically  changed  by 
the  l^;i8lature.    That  was  a  very  great  detriment.    Twenty  years  passed  away  quite 
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New  Jersey,  let  us  isay,  or  West  VirginiA7-~A.  I  am  not  familiT  with  the  tec  i 
West  Virginia.    I  have  studied  the  law  of  New  Jersey.    Delaware's  law  k  ^ 
largely  modeled  after  the  New  Jersey  law;  many  of  the  provipaonw  of  the  DeiaviR 
law  are  taken  almost  entirely  from  the  New  Jersey  law.    Prior  to  the  nssage  d  tk 
present  corporation  law  of  Delaware  we  had  a  general  inoorporatioii  law,  pssnd  a 
1883,  which  was  very  limited  in  its  scope,  and  applied  to  comparatively  few  csfaz^ 
zations,  like  manufacturing  companies  and  buildmg  and  loan  asBociatioiua.    Oar  kv 
constitution,  adopted  in  1897,  authorized  the  legislature  to  formulate  a  new  corpcsar 
tion  law.    The  new  law  was  drawn  up  by  a  committee  of  the  two  biaoches  ol  the 
legislature,  aided  by  counsel.    It  was  submitted  to  the  legislatorey  and  by  hijk 
branches  of  the  legislature  unanimously  passed.    Prior  to  that  time  ail  charter?  d 
all  kinds  were  granted  by  special  act  of  the  legislature,  except  as  above  mentiicaiai 
The  necessity  of  getting  through  so  many  private  bills  was  coneddered  a  very  tad 
thing;  so  that  the  constitutional  convention  deemed  it  better  to  paas  a  genml  act 
Our  act  was  based  very  largely  upon  the  New  Jersey  act;  really  tnere  are  compiar 
tively  few  differences  between  the  two.    What  is  good  in  the  >iew^  Jersey  act  is  ako 
good  in  Delaware;  probably  what  is  bad  in  New  Jersey  is  just  as  bad  in.  l>eJaware. 

Q.  At  what  time  was  mis  general  corporation  law  of  the  State  of  DeJavsR 
passed?— A.  In  March,  1899. 

COMPARISON  OP  DBLAWABB  AND  NSW  JKBSSY  LAW. 

Q.  If  you  can,  enumerate  some  of  the  differences  between  the  two  tiiat  were  pcA 
in  by  the  legislature,  and  state  the  apparent  purpose. — A.  Well,  I  hardly  know  2k>t 
to  answer  your  question.  If  you  can  give  me  some  idea  of  any  particular  point  yea 
desire,  I  shall  be  pleased  to  answer. 

Q.  How  can  you  compare  the  original  incorporation  tax  of  the  two  Stateei,  Xev 
Jersey  and  Delaware? — A.  As  re^ras  the  tax,  I  think  New  Jersey  cbarg^^  20  cente 
on  every  $1,000  for  its  incorporation  tax,  whereas  Delaware  chaiges  15  cents.  On  its 
franchise  tax  New  Jersey  chaiges  one-tenth  of  1  per  cent  and  Delaware  one-twentie^ 
of  1  per  cent  up  to  $3,000,000.  New  Jersey  one-twentieth  of  1  per  cent  to  ^,000,000, 
and  Delaware  one-fortieth.  Over  $5,000,000  New  Jersey  cha^pes  $50  a  million  ai>d 
Delaware  $30  a  million. 

Q.  (By  Senator  Kylb.)  You  have  a  slight  advantage? — A.  We  have  a  slight  adfin- 
tage. 

Q.  A  sort  of  a  cut  rate? — A.  A  sort  of  a  cut  rate. 

Q.  (By  Mr.  Jknks.)  What  is  the  provision  of  the  Delaware  law  with  reference  to 
holding  stockholders'  meetings? — A.  The  stockholders'  meetings,  after  the  fii^ 
meeting,  can  be  held  anvwhere,  if  the  charter  so  provides. 

Q.  And  need  not  be  held  in  the  State? — ^A.  No;  but  the  first  meeting  shonld  be 
held  in  the  State  of  Delaware. 

Q.  What  is  the  provision  of  the  Delaware  constitution  with  reference  to  the  repetl 
of  Delaware  charters  by  the  legislature? — A.  There  is  none,  except  that  revocatioii 
must  be  by  general,  not  special,  act. 

Q.  May  they  be  repealed  by  the  legislature? — A.  They  can  not  by  special  act 

Q.  How  is  it  in  New  Jersey? — A.  They  can  be. 

Q.  So  in  that  particular  again  the  Delaware  law  is  considered  somewhat  more  favor- 
able to  corporations? — A.  It  might  be  considered  so.  It  is  out  of  our  power  by  oar 
act,  if  the  legislature  makes  a  contract  in  the  nature  of  a  charter  with  a  corporation, 
to  repeal  it  Our  late  general  corporation  act  can  be  repealed  by  the  l^;is]atujne,  bat 
each  particular  charter  granted  under  the  act  can  not  be  repealed.  New  Jersey  can 
suspend,  alter,  amend,  or  repeal  any  charter  it  grants. 

Q.  What  provision  is  made  in  the  Delaware  law  regarding  the  keeping  of  stock  and 
transfer  books  in  the  State?— A.  It  is  very  similar  to  the  New  Jersey  law.  All  stock 
books  or  transfer  books,  or  duplicates  of  them,  are  required  to  be  kept  in  the  prind- 
pal  office  in  the  State  of  Delaware,  subject  at  any  time  to  examination  by  any  stock- 
nolder,  and,  at  the  time  of  the  meeting  of  the  stockholderSi  a  list  is  to  be  prepcu^  in 
alphabetical  order,  and  submitted  to  the  stockholders  at  least  10  days  prior  to  the 
time  of  the  meeting. 

Q.  Is  it  necessary  that  the  original  transfer  books  be  kept  in  the  State,  or  may  dupli- 
cates be  made  up? — A.  It  is  not;  duplicate  transfer  books  and  stock  books  may  be 
kept  in  the  State  of  Delaware,  and  tnose  duplicate  stock  books  are  accepted  by  our 
courts  of  law  under  the  charter  as  of  the  same  validity  as  the  original  stock  books. 
I  suppose  the  reason  of  that  law  was  this:  Where  corporations  are  operating  largely 
out  of  the  State  of  Delaware  it  is  more  convenient  for  tnem  to  have  the  original  hooka 
outside  of  the  State. 

Q.  With  reference  to  the  corporations  of  Delaware  whose  original  transfer  books 
are  kept  out  of  the  State — say  in  the  State  of  New  York — is  there  any  provision  that 
requires  that  the  duplicate  stock  books  shall  be  kept  up  to  date?    How  long  a  time 
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[nay  elapse  after  the  transfer  has  been 'made  in  New  York  before  it  must  be  recorded 
in  these  duplicate  books  in  Delaware? — A.  Our  law  is  very  new;  we  have  had  no 
test  of  it  in  our  courts  whatever. 

Q.  Not  at  all?  Do  you  know  what  the  custom  is  in  that  particular;  whether  these 
duplicate  books  are  written  up  every  month  or  every  week? — ^A.  I  do  not  know.  I 
have  no  knowledge  of  that  at  all. 

Q.  What  form  of  annual  report  is  required  in  the  State  of  Delaware? — A.  During 
January  the  secretary  or  the  president,  secretary  and  treasurer  are  required,  I  think, 
under  oath  to  make  a  return  to  the  secretary  of  state  of  the  officers  composing  the 
oiiganization,  the  residences  of  the  officers,  the  situation  of  the  principal  office,  the 
name  of  the  agent  in  charge  thereof  on  whom  process  may  be  served,  and  also  an 
absolute  statement  of  the  amount  of  stock  issued  by  that  corporation  and  outstanding 
at  the  time  this  report  is  made. 

CAPITALIZATION  AND   PAYING   IN   OP  CAPITAL. 

Q.  How  much  of  the  capital  must  be  paid  in  at  the  time  the  corporation  organizes 
its  business? — ^A.  No  charter  can  begranted  for  less  than  $2,000,  and  no  corporation 
can  commence  business  unless  $1,000  of  that  is  subscribed.  Upon  subscription  of 
that  $1,000  the  charter  can  be  sent  to  the  secretary  of  state  and  he  will  issue  a 
certificate.    The  company  then  can  start  its  organization. 

Q.  There  is  no  limitation  as  to  the  amount  that  must  be  actually  paid  in  by  the 
company? — A.  No  limitation. 

Q.  What  are  the  provisions  with  reference  to  the  method  by  which  it  may  be  paid 
in?  Must  it  be  paid  in  cash  or  property,  or  may  it  be  paid  in  services? — A.  Our  con- 
stitutional convention  took  that  matter  up,  ana  probably  I  can  tell  you  that  more 
quickly  in  the  words  of  the  constitution  itself  than  anything  else.  *' Section  3, 
article  93:  No  corporation  shall  issue  stock  except  for  mone}^  paid,  labor  done,  or 
personal  property  or  real  estate,  or  leases  thereof,  actually  acquired  by  such  corpora- 
tion, and  neither  labor  nor  property  shall  be  received  in  payment  of  stock  at  ag;reater 
price  than  the  actual  value  at  the  time  the  said  labor  was  done,  or  property  delivered, 
or  title  acquired." 

Q.  Who  is  it  that  determines  what  the  actual  value  of  the  labor  or  of  the  property 
acquired  is? — A.  That  question  as  to  what  is  the  actual  value  has  not  been  determined 
in  our  State.  Our  legislature  in  a  certain  section  has  undertaken  to  say  that  the 
judgment  of  the  directors,  in  the  absence  of  fraud,  shall  be  final.  How  ^u*  the 
legislature  can  go  in  expounding  the  constitution  you  gentlemen  know  as  well  as  I. 
That  is  to  say,  it  is  entirely  a  question  for  the  courts  to  determine.  I  should  say, 
when  it  comes  to  the  question  of  actual  value,  it  would  depend  very  materially  upon 
the  facts  covering  each  particular  case. 

Q.  The  law  itself  provides,  if  I  understand  you,  that  the  judgment  of  the  directors 
shall  be  conclusive? — ^A.  Yes. 

Q.  And  the  matter  has  not  yet  been  decided  in  the  courts  as  to  whether  that  pro- 
vision is  constitutional  or  not? — A.  It  has  not. 

PENALTIES. 

Q.  What  penalties  are  provided  in  Delaware  for  failure  to  file  these  annual 
reports,  for  failure  to  keep  the  stock  and  transfer  books  in  the  State,  and  so 
on?  If  you  do  not  recollect  the  exact  amounts,  state  whether  they  are  substantial 
money  penalties. — ^A.  Practically  the  same  as  New  Jersey.  But  each  misstatement 
and  fraudulent  statement  made  by  the  directors  on  any  statement  issued,  inducing 
other  people  to  ^  in,  is  perjury.  That  is  a  very  strong  ^int  of  the  law.  When  a 
false  statement  is  made  by  the  directors  of  any  corporation,  inducing  investment — 
1  do  not  mean  a  mere  verbal  statement,  but  an  announcement  issued  under  their 
direction — ^that  subjects  them  to  the  charge  of  perjury,  which  is  a  very  serious 
matter. 

NO  LIMIT  OP  CAPITAL  OR  OP  TIME. 

Q.  Is  there  any  maximum  limit  upon  the  amount  for  which  a  company  may 
incorporate? — A.  No,  sir. 

Q.  What  is  the  provision  with  reference  to  the  time  for  w^hich  they  may  incorpo- 
rate?—A.  It  can  be  made  for  1  year,  5  years,  or  perpetual,  as  the  incorporators  select 
in  their  charter. 

Q.  It  may  be  perpetual? — ^A.  Yes.  Prior  to  that,  under  our  ^neral  corporation 
law  of  1883,  all  corporations  expired  in  20  years  time  unless  specifically  changed  by 
the  legiiedature.    That  was  a  very  great  detriment.    Twenty  years  passed  away  quite 
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rapidly  and  coqx)ration8  aocjnired  a  lai^  amoant  of  property.  I  found  it  axm 
great  difficulty.  SometimeB  it  would  lapee;  it  would  be  overlooked  by  the  direct'.^ 
and  then  would  come  the  question  of  whether  your  franchise  had  not  been  IjA- 
whether  the  personalty  had  not  sone  to  the  State  and  the  realty  back  to  the  origiosl 
grantors;  and  a  company  would  be  left  in  a  very  serious  condition.  That  was  tilktd 
over  very  I'arefully  oy  the  constitutional  convention,  and  it  was  concluded  thst  it 
wan  better  to  allow  them  to  select  a  certain  number  of  years  or  perpetuity,  whidnrTta 
they  might  prefer. 

SrrUB — TA  X  ATION. 

Q.  For  the  purpose  of  taxation,  do  you  know  whether  the  capital  stock  is  to  le 
com^idenni  |M^rHonal  pro))erty ;  and  if  so,  where  the  situs  of  the  capital  stock  is?  tobe?— 
A.  The  (capital  Htock  i^  conMidered  personal  property,  and  the  situs  of  it,  for  purpije^ 
of  attachment  and  garnishment  and  assessment  and  taxation,  is  in  the  State  t< 
Delaware. 

Q.  80  that  if  a  corporation  is  incorporated,  we  will  say,  for  $50,000,000,  is  doin?  all 
of  itt4  bu>4ineHt4  out  of  the  State,  is  holding  its  stockholders'  and  dingctors'  meetbs^ 
outt(ide  of  the  State — if  the  State  of  Delaware  wishes,  it  may  tax  this  capital  sto^ 
itself  as  if  it  was  in  the  State? — ^A.  Unquestionably;  and  by  that  law,  having  ibt 
Hitiu<  of  the  capital  stock  in  the  State,  the  State  of  Delaware  has  a  lai^ger  control  o^ri^ 
lt.s  corporations  and  the  charters  granted  by  it,  I  think,  than  any  other  State  in  tbe 
Union.  It  is  generally  admitted  everywhere,  and  it  is  the  general  law,  by  vari^:«ii? 
decisions,  that  the  situs  of  the  stock  is  where  the  domicile  of  the  company  is,  in  t^c 
State  where  its  charter  is  granted.  Delaware  has  simply  put  that  into*  it^  stattik 
which  the  general  decisions  have  determined  to  be  the  fact. 

Q.  Does  the  State  of  Delaware  levy  any  tax  upon  the  capital  stock? — ^A.  As  it  ^ 
issued;  oh,  yes. 

Q.  Any  other  than  this  license  tax  that  you  have  spoken  of? — A.  No.  Delawsre 
is  a  very  consiTN^ative  State.  It  has  no  State  debt  whatever.  It  has  assets  of  quite  a 
considerable  amount  of  money,  and  it  taxes  its  companies  very  lightly,  and  I  ft^ 
vtry  little  prosi>ect  that  the  franchise  tax  will  be  at  any  time  greater  than  now.  I^ 
all  probability  the  franchise  tax  in  Delaware  will  be  very  greatly  reduced  in  a  fev 
yearn,  if  we  are  as  successful  in  obtaining  new  corporations  as  they  have  been,  because 
we  have  apparently  no  need  for  money. 

Q.  (By  Senator  Kyle.)  They  have  no  State  debti^— A.  No  State  debts.  There  uaj 
be  some  contingent  debts — guaranties  to  one  railroad,  I  think,  but  that  railroad  ba^ 
thoroughly  giKxi  assets  to  meet  all  indebtedness.  I  mean  that  the  0ood  assets  of  tbt 
State  are  greater  than  its  debts,  and  Delaware  is  practically  free  of  debt. 

KKPORITS — PAYMENT  OF  CAPfrAL. 

Q.  (By  Mr.  Jenks.)  Does  the  certificate  of  incorporation  in  Delaware  show  tbe 
numl)er  of  shares  of  capital  stock  subscribed  by  the  incorporators? — A.  It  does  no« 
nece«Harily. 

Q.  How  is  it  with  reference  to  New  Jersey? — ^A.  In  New  Jersey  I  think  the  sib- 
8<Tibers  have  to  designate  the  number  they  take. 

Q.  And  the  name  and  residence  of  the  incorporators  are  required? — A.  Yes;  and 
we  make  afiidavit  that  the  facts  as  stated  in  the  certificate  of  incorporation  are  true. 
I  understand  the  New  Jersey  certificate  does  not  require  this. 

Q.  What  are  the  forms  of  the  annual  reports  of  these  corporations,  and  what  do 
they  contain? — ^A.  The  report  varies  with  the  kind  of  company.  Railroad  compani^, 
telephone,  electricity,  gas,  heat  and  light,  and  power  companies  are  all  specifically 
taxed  and  have  to  make  a  specific  report  to  the  secretary  of  state;  he  returns  th^ 
report  to  the  State  treasurer,  who  makes  the  collections.  General  companies,  such 
as  you  might  term  private  companies,  have  only  one  report,  as  to  the  total  amount 
of  the  stock  issued  and  outstanding,  upon  which  to  base  their  taxable  ratio. 

Q.  (By  Mr.  Conger.)  I  understand  that  the  minimum  capital  stock  is  $2,000,  and 
that  at  least  $1,000  must  be  subscribed? — ^A.  Yes. 

Q.  Is  that  percentage  required  in  case  of  an  organization  organized  for  a  laiger 
amount,  say  $1,000,000*/ — A.  The  same  percentage  applies. 

Q.  Under  your  laws  it  would  be  entirely  proper  for  these  subscriptions  to  the 
capital  stock  to  be  paid  in  services,  would  it  not? — ^A.  Yes,  at  their  fair  actual  \iLlae: 
or  property,  or  leases. 

GAINS  TO  DELAWARE. 

Q.  ^By  Mr.  Farquhar.)  What  is  the  immediate  or  prospective  benefit  which  your 
State  derives  from  liberalizing  its  corporation  law? — A.  Tnere  are  two  benefits  that 
were  hoped  for:  First,  to  induce  capital  to  come  to  Delaware  and  locate  its  factories 
there;  second,  to  have  a  return  in  money  for  the  issuance  of  its  charters. 
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Q.  Do  yon  think  that  the  industrial  prosperity  of  Delaware  is  likely  to  be  increased 
by  a  law  of  this  kind;  or  i^it  not  a  fact  that  the  liberal  law  of  Delaware  has  invited 
foreign  corporations  to  be  incorporated  there  which  do  business  elsewhere  and  handle 
their  capital  elsewhere? — A.  I  do  not  know  what  the  effect  of  that  will  be.  I  can 
only  speak  of  the  few  things  I  know  of — that  is,  that  I  know  of  several  corporations, 
quite  laiigeones,  that  have  located  in  Delaware  with  foreign  capital. 

Q.  Under  this  law? — A.  Under  this  law. 

Q.  Induced  through  this  law  to  settle  in  Delaware? — A.  Induced  through  this  law 
to  settle  in  Delaware. 

Q.  In  what  branches  of  industry? — A.  In  the  iron  industry. 

Q.  (By  Mr.  Conger.)  Do  you  mean,  then,  that  organizations  would  seek  that  loca- 
tion ana  build  factories  there? — A.  Yes.  That  is  the  main  object  of  the  law.  That 
is  the  main  argument  that  was  used  before  the  legislature — that  it  would  probably 
induce  a  larger  number  of  corporations  to  come  to  the  home  of  their  creation  ulti- 
mately, because  of  adverse  laws  which  might  be  used  against  them  when  they  held 
a  forei^  charter.  This  has  already  commenced  to  operate.  Several  large  corpora- 
tions with  foreign  capital  have  located  in  our  State. 

(Testimony  closed.) 


Washington,  D.  C,  November  IS,  1899, 

TESTIMOmr  OF  MB.  GHAELE8  E.  EDGSETON, 

Ilhaca,  N.  Y. 

The  commission  met  at  10.55  a.  m.,  November  13,  1899,  Senator  Kyle  presidjng. 
At  12.50  p.  m.  Mr.  Charles  E.  Edgerton,  of  Ithaca,  N.  Y.,  was  introduced  as  a  wit- 
ness, and,  l)eing  duly  sworn,  testined  as  follows: 

Q.  (By  Mr.  Jenks.)  Will  you  state  vour  name  and  address? — A.  Charles  E.  Edger- 
ton, Ithaca,  N.  Y. 

OBSERVANCE   OF   NEW   JERSEY   LAWS — EXHIBITION   OF  CORPORATE   NAMES. 

Q.  Have  you  lately  visited  different  lawyers  and  different  officers  in  the  States  of 
New  Jersey  and  Delaware  to  see  their  customs  regarding  the  administration  of  the 
New  Jersey  and  Delaware  laws? — A.  I  have. 

Q.  Will  you  be  kind  enough  to  state  in  your  own  way  what  the  result  of  this  exam- 
ination has  been?  Of  course  you  may  omit  all  reference  to  the  business  of  any  wit- 
nesses who  have  already  appeared  here,  but  in  reference  to  anything  you  have  learned 
we  shall  be  glad  to  hear  you. — A.  My  inquiry  was  particularly  as  to  the  enforce- 
ment or  observance  of  those  New  Jersey  corporation  laws  which' are  meant  to  secure 
some  degree  of  publicity;  such  as  the  requirement  that  the  name  of  a  corporation  be 
conspicuously  posted  outside  of  its  principal  office  in  the  State,  and  that  the  stock 
and  transfer  books  of  a  corporation  m  kept  at  its  principal  office  in  the  State.  With 
regard  to  the  posting  of  the  names,  that  requirement,  I  believe,  is  quite  generally 
observed.  It  is  physically  impossible  to  make  each  name  conspicuous  when  500 
or  600  companies  are  represented  in  one  office.  The  names  are  generally  posted 
in  legible  form,  rarely  outside  of  the  building,  but  generally  in  the  public  hallway  of 
the  building.  There  are  instances  in  which  the  requirement  is  not  observed;  cases 
in  which  an  attorney  represents  a  moderate  number  of  companies — ^half  a  dozen  or  a 
dozen,  perhaps  in  some  cases  35  or  40.  One  man  represents  possibly  40  or  50  com- 
panies, and  has  not  at  any  time  had  their  names  posted.  His  name  appears  as  rep- 
resentative in  the  certificates  of  incorporation  of  40  or  50  companies  filed  in  Trenton 
this  year.  The  signs  are  not  posted,  and  he  himself  told  me  tnat  they  had  not  been 
posted  at  any  time. 

Q.  (By  Senator  Kyxe.)  Not  any  of  the  signfl? — ^A.  Not  any  of  the  signs. 

Q.  (By  Mr.  Jenks.)  You  found  several  instances  of  that  kmd? — A.  There  were  sev- 
eral instances  in  which  I  did  not  find  any  names  posted  at  the  time  of  my  visit. 

Q.  (By  Mr.  Ratchford.)  Where  did  you  find  tnem? — A.  In  Jersey  City.  In  two 
instances  at  least  it  was  said  to  me  that  the  names  had  been  posted,  but  were  tem- 
porarily removed  for  the  purpose  of  having  a  new  sign  made. 

STOCK   AND  TRANSFER   BOOKS   AT   NEW   JERSEY   OFFICE. 

With  regard  to  the  keeping  of  the  stock  and  transfer  books  at  the  principal  office 
in  the  State,  my  belief  is  that  the  larger  companies,  those  which  have  a  considerable 
number  of  transfers  of  stock  to  make,  comply  in  general  with  that  law.  Such  com- 
panies, I  think,  are  generally  represented  by  concerns  which  make  a  business  of  the 
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local  representation  of  New  Jersey  companies  in  that  way.  My  belief  is  that  tli«9 
concerns  which  niake  a  business  of  the  representation  of  companies  do  ondertakr  v 
ftee  that  the  law  is  closely  complied  with,  and  in  consequence  the  larger  compani^  'V* 
comply  with  the  law.  A  considerable  number  of  the  smaller  companies  of  the  >cai-. 
however,  are  represented  by  individuals,  generally  attorneys;  and  the  folio wiis  * : 
thene  features  of  the  law  is  a  matter  which  such  men,  chiefly  occapied  with  cAnr^ 
matters,  naturally  pay  leas  attention  to.  I  find  it  to  be  quite  a  general  feeline  an.  -z^ 
the  attorneys  of  the  Btate  who  do  that  business  that  these  requirements  of  the  iaw 
are  of  a  simply  formal  character.  They  are  felt  to  be  desirable,  no  doabt,  for  tb-^ 
companies  wnich  are  strictly  public  companies,  in  the  sense  that  the  number  of  «t4<rt 
holoers  is  relatively  laipge  ana  the  number  of  transfers  of  stock  somewhat  great;  tc! 
in  the  case  of  (H)mpanie8  which  have  only  a  few  stockholders,  where  there  are  ie« 
transfers,  if  any,  from  year  to  year,  it  is  thought  that  the  keeping  of  the  «tocHc  ^x 
transfer  books  within  tne  State  would  be  a  purely  formal  matter.  It  is  considerel  t 
matter  with  which  the  public  has  no  real  concern,  and  therefore  it  is  not  felt  to  be 
cHsential  that  the  letter  of  the  law  be  complied  with.  In  accordance  with  that  viev 
1  found  generally  amons  the  attorneys  of  New  Jersey  whom  I  saw  that  the  obeervaiKe 
of  these  features  of  the  Taw  is  lax.  Of  some  15  attorneys  that  1  saw  and  talked  nitb 
on  this  matter  only  1  told  me,  in  such  a  way  that  I  took  it  to  be  literally  true,  that 
all  the  companies  he  represents  do,  in  fact,  at  all  times  have  their  stock  and  t^Ln^- 
fer  books  in  his  office. 

Q.  (By  Mr.  Jbnks.)  You  think,  then,  in  the  ^reat  majority  of  cases  where  one  man 
represents  but  a  few  companies,  and  those  arep  nvate  companies — close  corporation*— 
that  the  stock  and  transfer  books  are  not  kept  within  the  State? — A.  I  think  that  is 
probably  true. 

Q.  You  base  your  opinion  upon  the  direct  statements  made  to  you  by  lawyer? 
themselves  who  were  ajjrents  of  these  corporations? — A.  Yes. 

Q.  And  out  of  these  15  you  mentioned  probably  10  or  12  told  you  thev  did  nri 
keep  the  stock  and  transfer  books  of  the  companies  that  they  represented  in  their 
office? — A.  Yes.  In  almost  every  case  the  attorneys  spoke  of  the  matter  with  perftct 
frankness,  and  sustained  their  position,  I  think,  substantially  as  1  have  explamed  it 
In  their  judgment,  it  is  not  reasonable  to  require  that  all  the  books  be  kept  in  a  Xev 
Jersey  office,  because  the  public  has  no  real  concern  in  the  matter. 

Q.  Although  they  know  the  law  requires  it? — A.  Yes;  although  they  know  the  law 
requires  it.  One  attorney  went  so  far  as  to  say  to  me  that  he  advised  his  clientj?  t¥€- 
ularly  that  the  law  was  sufficiently  complied  with  if  the  books  were  brought  into  rh^ 
State  if  at  any  time  it  was  desired  or  requested.  That  was  not,  however,  the  attitude 
that  1  generally  found.  Sometimes  attorneys  would  say  that  they  advised  their 
clients  what  the  law  was,  and  if  the  clients  did  not  choose  to  take  the  trouble  to 
comply  with  the  law,  of  course  that  was  a  matter  of  their  own  and  at  their  own  risk. 
But  freouently  the  position  seemed  to  be  that  it  was  not  really  necessary — that  it  was 
a  formal  matter,  and  not  a  matter  of  real  interest  and  real  importance  that  the  letter 
of  the  law  \ye  observed. 

Q.  Did  any  of  these  men  whom  you  visited  say  that  they  would  send  over  to  New 
York  to  get  the  transfer  books  in  order  to  exhibit  them  to  anyone  who  had  the  right 
to  know? — A.  Yes;  that  was  said. 

Q.  You  would  say  that  was  the  general  feeling  among  those  representatives  of 
smaller  companies,  that  in  case  a  real  need  should  arise  they  would  meet  that  need 
by  siuiding  for  the  books? — A.  Yes.  I  asked  in  a  great  many  cases  this  specific  ques- 
tion :  Whether  they  ever  did  have  inquiries  from  stockholders  for  such  information. 
The  answer  I  received  was  quite  uniformly  either  that  they  never  had  or  that  it  was 
an  exceedingly  rare  thing.  One  corporation,  which  is  in  the  business  of  representing 
companies  in  that  way,  a  Jersey  City  corporation,  started,  I  believe,  last  March,  had, 
I  think,  54  companies  on  its  books.  The  treasurer  of  that  corporation  told  me  that, 
so  far  as  he  knew,  his  corporation  had  never  had  such  an  inouiry  from  a  stockholder. 

As  to  the  man  who  told  me  he  had  never  had  posted  outside  of  his  office  any  of  the 
names  of  the  companies  which  he  appeared  as  the  representative  of,  the  fact  was  that 
he  had  simply  permitted  a  certain  firm  of  promoters  in  New  York  to  make  use  of  hi< 
office  for  the  holding  of  organization  meetings  of  these  several  companies,  and  the 
name  of  the  occupant  of  the  office  had  been  inserted  as  the  New  Jersey  representative 
of  such  companies.  The  nominal  representative  had  in  fact  had  nothing  whatever  to 
do,  an  he  himself  informed  me,  with  the  organization  of  these  companies,  but  had 
merely  permitted  the  use  of  his  office  for  that  purpose. 

Q.  Do  you  recall  what  the  charge  was  for  the  use  of  his  office  and  for  the  use  of  his 
name  in  this  way? — A.  No ;  I  did  not  inquire  that. 

Q.  Did  he  say  to  you  himself  that  he  was  in  the  habit  of  letting  his  office  out  and 
the  use  of  his  name,  without  taking  any  active  part  at  all? — ^A.  Yes. 
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Q.  This  attorney,  as  I  understand,  made  no  pretense  of  keeping  the  stock  and 
transfer  book^ — A.  No;  he  had  had  nothing  to  do  with  the  companies  whatever ;  he 
had  never  had  any  stock  or  transfer  books  of  these  companies  in  his  office. 

Q.  Have  you  any  further  information  along  that  line  with  reference  to  the  filing 
of  the  annual  reports  and  the  care  that  was  taken  by  these  attorneys  who  were  simply 
individual  representatives  of  the  small  companies?  Did  you  learn  whether  thev  were 
in  the  habit  of  securing  the  annual  reports  of  the  corporations  they  represented,  or  of 
paying  any  attention  to  it  at  all? — A.  Some  of  them,  when  the  annual  meeting  is  held 
m  their  office,  make  out  the  annual  report  and  forward  it. 

Q.  Did  you  learn  from  some  of  them  that  they  have  paid  no  attention  to  that  at  all, 
or  did  you  not  ask  that  question  specifically?^ A.  I  do  not  know  that  I  did  learn 
that  from  anyone. 

Q.  Would  you  say,  then,  as  a  result  of  this  investigation,  that  individuals  who  rep- 
resent the  smaller  private  close  corporations  usually  pay  little  attention  to  these  spe- 
cial features  of  the  law  that  have  been  mentionedr  First,  as  regards  the  posting  of 
names;  second,  as  regards  the  keeping  of  the  stock  and  transfer  m>oks  in  their  office, 
and,  third,  as  regards  looking  after  the  filing  of  the  annual  reports — A.  I  think  that 
is  true,  so  far  as  the  keeping  of  the  stock  and  transfer  books  and  the  filing  of  the 
reports  is  concerned.    The  names,  I  take  it,  are  generally  posted. 

Q.  Although  there  are  several  exceptions  to  tlmt? — A.  Tnere  are  several  exceptions 
to  that. 

(Testimony  closed.) 


Washington,  D.  C,  November  16 ^  1899. 
TESTIMOinr  OF  MB.  W.  L.  SAWYEE, 

Secretary  of  the  Corporation  Trust  Company  of  Delaware. 

The  commission  met  at  11  a  m.,  Senator  Kyle  presiding.  At  3.40  p.  m.  Mr.  W.  L. 
Sawyer,  secretary  of  the  Corporation  Trust  Companv  of  Delaware,  No.  52  Broadway, 
New  York,  was  introduced  as  a  witness,  and,  being  duly  sworn,  testified  as  follows: " 

Q.  (By  Senator  Kyle.)  State  your  full  name,  address,  and  business. — A.  W.  L.  Saw- 
yer, secretary  of  the  Corporation  Trust  Compaiiy  of  Delaware,  No.  62  Broadway,  New 
York,  or  Dover,  Del.    We  have  offices  in  both  places. 

BUSINESS  OF  THE  CORPORATION  TRUST   COMPANY   OF  DELAWARE. 

Q.  (By  Mr.  Jenks.)  What  is  the  business  of  this  compjany? — ^A.  The  business  of  our 
company  is  to  furnish  the  means  of  meeting  certain  requirements  of  the  Delaware  law. 
Under  the  Delaware  law  every  company  must  maintain  a  principal  office  within  the 
State,  must  keep  a  corporate  sign  exhibited  on  its  office,  and  must  have  a  representative 
there  during  the  usual  business  hours;  and  one  of  the  board  of  directors  must  be  a  resi- 
dent of  Delaware.    That  is  what  we  furnish  the  various  companies  which  we  organize. 

Q.  You  furnish  them  with  a  home  and  facilities  for  doing  that  part  of  the  busi- 
ness?— ^A.  Yes. 

Q.  Is  it  necessary  that  the  stock  and  transfer  books  of  a  company  be  kept  in  the 
principal  office  of  the  company  in  Delaware? — A.  The  law  is  that  either  the  original 
or  a  copy  be  kept  there. 

Q.  What  is  the  usual  custom  with  your  company;  is  it  to  keep  the  original  books 
in  Delaware? — A.  No,  sir. 

Q.  To  keep  the  duplicates  there? — A.  Yes. 

Q.  Where  are  the  original  books  usually  kept? — A.  Kept  in  the  offices  of  the 
various  companies. 

Q.  Wherever  they  happen  to  be? — A.  Yes;  unless  we  act  as  transfer  agent  of  the 
stock,  in  which  event  oi  course  as  a  rule  they  are  always  kept  in  the  main  office  of 
the  company,  and  as  they  issue  stock  they  send  over  for  our  signature. 

Q.  In  case  of  <K)me  of  the  larger  New  York  companies  that  you  represent,  that 
have  transfer  offices  in  New  York  City,  are  you  in  the  habit  of  making  transfers  for 
them  daily,  substantially,  or  very  frequently? — A.  Yes;  quite  frequently. 

Q.  in  those  cases  how'  often  do  you  send  a  report  to  your  Dover  office  of  the  trans- 
fers that  have  t)een  made?— A.  We  try  to  keep  them  up  as  near  to  date  as  possible. 

Q.  How  much  does  that  amount  to  in  the  case  of  a  large  company  that  is  making 
translers,  we  will  say,  daily,  substantially?  Do  you  send  reports  to  your  Dover  office 
as  often  as  once  a  week? — A.  Oh,  yes,  as  nearly  as  possible. 

Q.  As  often  as  that,  do  you  think? — A    Yes. 


1126        HEARINGS   BEFORE  THE  INDUHTRIAL  COMMISSION. 

Q.  In  the  case  of  companies  where  transfers  are  made  less  often,  yoa  send  moothl? 
reiK>rt,*<? — A.  Yes. 

Q.  Or  have  you  any  regular  time? — A.  We  have  no  regular  time.  Therrarei 
nunil)er  of  coniiianies  that  have  not  issued  any  stock.  It  is  our  intention  as  fare 
poHcible  to  have  them  all  comply  with  the  law,  and  we  put  ourselves  out  a  good  dfal 
to  have  them  <lo  that  and  keep  the  duplicate  books  there.  The  Delaware  law  hi^ 
only  iK'enin  exigence  smce  March  10.  We  really  did  not  begin  to  do  businese  until 
along  in  Mav,  and  there  are  a  number  of  the  companies  that  have  not  these  repc^rt? 
corn  Dieted;  but  they  have  been  coming  in  more  of  late  than  during  the  summer,  i 
think  by  the  Int  of  January  the  pjeater  jfwrtion  of  them  will  be  in. 

Q.  Is  there  any  requirement  m  the  law  of  Delaware  that  a  list  of  stockholdei? 
shall  l)e  kept  up  to  date,  alphabetically  arranged,  or  is  the  provision  only  that  i 
complete  lint  nhall  l)e  made  a  short  time  before  the  annual  meeting? — ^A.  A  li^  of 
the  stock hoklern  must  be  posted  10  days  before  the  annual  meeting. 

Q.  And  there  i»  no  requirement  that  it  shall  be  kept  up  to  date  anv  nearer  than 
that?— A.  No. 

Q.  1h  it  a  part  of  the  business  of  the  Corporation  Trust  Company  to  see  that  differ- 
ent corporations  which  they  represent  file  annual  reports  properly? — ^A.  Yes;  we 
take  (^re  of  it.    That  will  l)e  the  second  Tuesday  of  January  next 

Q.  For  the  firnt  annual  report?— A.  For  the  first  annual  report  You  see  we  have 
had  no  annual  re^K>rt  yet. 

Q.  About  how  many  companies  does  the  Corporation  Trust  Company  represent ?- 
A.  We  repreHent  from  150  to  175. 

Q.  Have  you  any  idea  as  to  the  amount  of  nominal  capitalization  represented  by 
thoHt*  comi)anioi<? — A.  I  have  not  figured  it  out.  I  suppose  between  $400,000,000 
and  !i;r)(K),U(X),OU(). 

Q.  How  nianv  of  the^e  companies  are  there  in  the  State  of  Delaware  tliat  hivt 
l)een  oiyaniztHl  for  the  purpose  of  facilitating  the  operation  of  the  law  ? — A.  1  kno» 
there  are  one  or  two. 

Q.  Benidw  your  own? — A.  Yes;  one  or  two.  One  is  the  Delaware  Trust  CompaDv. 
Wilniington.  1  believe  we  have  a  few  competitors  in  the  field,  tmt  we  were  theiv 
rather  early. 

Q.  When  was  your  company  oi^nijsed? — A.  The  10th  of  March. 

Q.  Organized  the  dav  the  law  went  into  effect? — A.  Yes;  just  after  it  paseed 

Q.  From  your  knowled^  of  the  way  in  which  this  law  is  being  carried  out,  jinis- 
ing  from  vour  own  extierience,  do  you  think  the  corporations  organized  under  tbtr 
Delawan*  law  an^  regularly  represented  by  agents  who  are  careful  about  the  obeerra- 
tion  of  the  <letailH  of  the  law?  That  is,  do  the  agents  regularly  keep  the  names oi 
corporations  po8te<i  before  their  doors? — ^A.  Yes. 

Q.  Are  they  regularly  in  the  habit  of  keeping  the  stock  and  transfer  books  or  copi^' 
of  them  in  their  office'' — A.  As  far  as  I  have  seen  them;  yes. 

Q.  That  is  true  with  reference  to  your  organization? — A.  Yes. 

Q.  Do  you  know  whether  regularly  it  is  true  with  reference  to  corporations  organ- 
iztnl  in  the  State  of  Delaware? — A.  In  other  words,  whether  our  representative  theff 
d(H*8  hw  duty? 

Q.  Not  at  all.  We  have  had  evidence  to  the  effect  that  very  many  corporati'JBJ 
organized  in  New  Jersey  appoint  some  local  lawyer  as  agent,  who  frequently  is  ^ttenj  j 
careless  with  reference  to  performing  the  duties  which  that  position  implies;  who 
<l()t*s  not  put  out  the  name  of  the  corporation  which  he  represents  before  his  d**; 
d(>e.M  not  HiH.'  to  the  filing  of  the  annual  leports;  pays  practically  no  attention  to  ti^ 
stock  and  transfer  lx>oks,  and  so  on. — A.  Yes. 

Q.  Now,  what  knowledge  have  you  with  reference  to  the  proper  enforcement  j" 
the  Delaware  law  in  general,  outside  of  your  own  corporation? — ^A.  Of  couR«  ^  °^ 
not  know,  where  they  are  represented  by  other  attorneys.  1  know  nothing  about 
thone  other  companies. 

Q.  You  have  no  information  about  that? — A.  No,  sir;  all  I  know  is  as  to  our  com- 
pany. I  am  quite  strict  about  that  and  have  it  done  at  once,  because,  as  1  ^^ 
want  to  be  in  a  position  always  to  say  that  the  corporations  organized  under  i>'^ 
Delaware  law  comply  so  far  as  we  caft  make  them. 

Q.  (By  Mr.  A.  L.  Harris.)  What  proportion  of  the  companies  that  j'ou reprewBj, 
organized  under  the  laws  of  Delaware,  have  located  in  Delaware  to  do  busines?--*: 
1  do  not  suppose  that  any  we  represent  do  business  there  to  any  extent;  very  few.« 
course.  There  are  a  number  of  Delaware  companies,  of  course,  that  have  their  of" 
officer  there,  and  of  course  would  not  need  our  services.  .  . 

Q.  (By  Mr.  Jenks.)  A  trust  company  like  yours  is  only  for  foreign  corporatwD* 
generally? — A.  Yes. 
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Q.  (By  Senator  Kylb.)  These  corporations,  150  to  175,  have  all  been  organized 
since  the  10th  of  last  March?— A.  Yes. 

Q.  And  all  under  the  Delaware  law? — A.  Yes. 

Q.  How  many  other  companies  are  operating  besides  yours? — A.  I  know  of  the 
existence  of  2  others. 

Q.  Do  the^  have  about  an  equal  amount  of  business? — A.  No,  sir.  The  highest,  I 
believe,  is  15  companies,  or  something  of  that  kind. 

Q.  Are  they  within  the  limit  of  200? — A.  Of  course  we  have  done  a  good  deal  in 
that  particular  line.  I  have  devoted  my  life  to  the  v/ork.  I  want  to  make  a  success 
of  the  company,  and  I  suppose  I  got  a  little  ahead  of  them.  That  was  because  it  is 
the  only  thing  I  do.  1  am  an  attomev  by  profession,  but  I  do  not  get  much  chance 
to  attend  to  law  practice,  and  I  am  aevotmg  all  of  my  time  to  the  interest  of  the 
company.  We  have  gone  into  it  for  the  purpose  of  making  it  a  success.  I  do  not 
want  to  be  misunderstood  about  the  keeping  of  these  books  there.  As  I  said,  there 
are  a  number  of  companies  that  have  not  issued  any  stock.  As  compared  with  the 
total  number,  1  suppose  I  might  say  comparatively  few  have  done  so;  but  as  I  did 
say,  by  the  1st  of  Januarv  I  think  it  will  be  done.  I  keep  at  them  all  the  time  and 
keep  writing  them  that  it  they  have  not  filed  duplicate  books  as  required  by  the  laws 
of  the  State  of  Delaware,  it  should  be  done  at  once. 

(Testimony  closed.) 

Boston,  Mass.,  July  80^  1899. 
TESTIMONY  OF  ME.  JAMES  J.  MTEES, 

Member  of  the  legislaiure  of  Massachusetts. 

At  a  meeting  of  the  subcommission  on  manufactures  and  general  business,  held  at 
Boston,  July  2Q,  1899,  Chairman  Smyth  presiding,  Mr.  James  J.  Myers,  member  of 
the  Massachusetts  State  legislature,  appeared  at  2  p.  m.,  and,  being  duly  sworn,  testi- 
fied concerning  the  "antistock-watermg  laws'*  of  Massachusetts. 

Q.  (By  Mr.  Smyth.)  What  is  vour  aadress? — A.  53  State  street,  Boston. 

Q.  What  is  your  occupation? — A.  Lawyer  by  profession,  and  chairman  of  the 
committee  on  ludiciary  in  the  house  of  representatives  for  the  last  5  years. 

Q.  Do  you  desire  to  make  a  statement  to  the  commission? — A.  I  received  a  very 
kind  invitation  from  the  commission  to  come  before  it,  and  state  some  of  the  facts 
connected  with  the  passage  of  the  anti-stock  watering  laws  of  Massachusetts.  I 
r^rded  that  invitation  as  equivalent  to  a  command,  coming  from  this  commission, 
with  its  far-reaching  and  wide  scope  of  duty,  and  also  because  of  its  coming  from  my 
friend  Mr.  Clarke. 

Colonel  Clarke  very  kindly  called  my  attention  to  the  topical  plan  of  inquiry  of 
the  subcommission,  and  I  saw  at  once  that  it  was  possible  to  state  just  what  I  pro- 
posed to,  and  I  conceive  that  it  comes  under  Nos.  53,  54,  and  55.  And  as  a  further 
limitation,  I  shall,  perhaps,  confine  myself  to  the  formation,  consolidation,  and  cap- 
italization of  corporations;  and  I  shall  incidentally,  perhaps,  say  a  few  words  at  the 
end  about  that  organization  which  has  grown  up — a  trust  with  certificates  of  shares 
issued  by  trustees. 

I  think  I  can  best  deal  with  this  question  by  stating  what  the  law  of  Massachusetts 
is,  and  by  saying  also  that  I  have  taken  some  pains  since  vour  invitation  came  to  see 
whether  or  not  either  our  commissioner  of  corporations,  Mr.  Endicott,  or  the  chair- 
man of  our  board  of  railroad  conmiissioners,  Mr.  Sanford,  had  any  suggestions  to 
make.  I  have  consulted  them  both  carefully.  Mr.  Endicott,  commissioner  of  cor- 
porations, has  to  do  practically  with  the  oi^ganization  of  all  corporations,  except  rail- 
rosui  and  street-railway  corporations,  in  this  State. 

SUPERVISION  OF  CORPORATIONS  IN   MASSACHUSETTS. 

The  laws  of  Massachusetts  provide— and  I  have  here  a  summary  of  them— for  a 
careful  organization  of  all  manutacturing — we  will  say  of  all  private  business  corpora- 
tions; and  they  provide  also,  by  what  is  calWd  the  "anti-stock  watering  laws  of 
1894,"  more  carefully  than  ever  before,  for  the  public-service  or  quasi-public  corpora- 
tions, which,  in  this  State,  include  railroads  and  street-railway  companies,  gas  and 
electric  light,  telegraph  and  telephone,  water  and  aqueduct  companies.  In  the  West 
there  are  one  or  two  others,  such  as  irrigating  companies;  but  with  us  these  are  all 
that  can  be  called  quasi  public. 

NATURAL  MONOPOLIES. 

And  right  here  I  want  to  make  a  distinction  which  was  much  dilated  upon  and 
made  the  basis  of  much  of  the  agitation  of  1894,  which  culminated  in  the  an ti -stock 
watering  laws. 
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These  quasi-public  corporations,  or  public-service  corporations,  were  oonceiTcd  to 
be  doing  a  business  whicti  was  naturally  done  by  a  monopoly.    They  are  called  Ik 
some  of  the  scientific  writers  the  '^natunU  monopoly"  lines  ot  busineas,  because  tbry 
are  best  done  in  that  way.    It  is  obvious  at  a  glance  that  it  is  not  for  the  intef<e^  d 
any  community,  no  matter  what  our  opinion  may  be  regarding  manufacturinj^it  is 
not  for  the  interest  of  any  community  that  it  should  have  several  gas  companies  tear- 
ing; up  its  streets  and  competing;  likewise  with  street  railways  obstructing  thestn^ 
with  their  lines;  likewise  with  electric-light  companies,  telephone  companies.  tt4e 
graph  companies  with  their  poles,  water  companies,  and  that  whole  ^roup  I  iuuDf5l 
They  belong  to  the  natural  monopoly  corporations — those  which  can  do  the  buane* 
l)est,  as  it  seems  to  us,  when  there  is  but  one  organization — a  monopoly. 

OVERCAPITALIZATION — HOW    DEALT  WITH. 

Massachusetts  found  in  1894  that  while  her  private  corporations  were  safe^manit*} 
in  respei't  to  their  issue  of  capital  stock  and  there  was  no  overcapitalization,  then- 
were  some  cases  of  overcapitalization,  her  business  men  believed,  in  the  case  of  these 
quasi-public  corporations,  and  there  bid  fair  to  be  a  great  deal  more  of  it.  Special 
charters  for  certain  classes  of  corporations,  street  railways  and  occasionally  (Aher^ 
were  l)ecoming  quite  common  in  the  legislature;  applications  for  them,  I  mean.  The 
busineKS  men  thought  there  had  been  overcapitalization  in  some  cases,  and  that  moif 
of  it  was  threatene<l;  and  the  agitation  of  1894,  which  culminated  in  our  anti^ock- 
watering  lawH,  was  aimed  particularly  at  preventing  overcapitalization.  It  did  Ti*yt, 
as  you  gentlemen  will  see,  deal  at  all  with  this  question  that  is  now^  looming  up,  d 
business  monouolv  and  the  danger  of  it,  because  we  were  dealing  with  that  class  ot 
corjH)rati<m8  which  were  recognized  as  monopoly  corporations.  What  we  were  aid- 
ing at  was  solely  the  prevention  of  overcapitalization,  and  it  is  to  that  I  must  addre^ 
all  my  testimony,  so  tar  as  it  deals  with  actual  facts  in  Massachusetts. 

Now,  what  are  the  laws  of  Massachusetts?  For  I  think  Massachusetts  is  jo^ly 
proud  of  her  corporation  laws.  What  are  her  laws  with  respect  to  capitalization? 
How  has  she  prevented  this  immense  overdevelopment  of  capitalization,  which,  at 
lea.Mt  in  many  cases,  compels  the  community  to  pay  a  dividend  upon  two  or  three 
times  the  amount  actually  paid  into  the  enterprise? 

I  think  the  fundamental  idea  is  supervision,  by  some  trustworthv  government 
officer,  of  all  issues  of  stock  and  bonds,  and  the  payment  in  of  the  full  par  Miloe  of 
each  l)ond  and  each  share  of  stock. 

MASSACHrSBTTS  CORPORATION    LAWS   BEFORE   1894. 

Now,  gentlemen,  1  believe  that  in  any  community,  any  State,  where  this  is  done, 
overcapitalization  can  not  <K'cur.  Massachusetts  has  for  a  long  time  had  on  her  stat- 
ute books  a  careful  provision  as  to  the  organization  of  lier  private  business  corpora- 
tions, which  made  it  necessary  for  any  gentlemen  who  proposed  to  start  in  any 
private  corporation  to  take  certain  steps  that  were  carefully  watched  by  the  ofl5cere 
of  the  State.  I  have  here  a  set  of  blanks,  such  as  would  be\ise<l  in  the'origanizatioE 
of  any  of  our  business  corporations.  They  provide,  to  begin  with,  just  like  the  incor- 
poration blanks  of  any  State,  I  suppose,  for  a  statement  of  the  amount  of  the  capital 
stcK'k  and  the  names  of  the  incorporators.  Then  when  they  have  made  their  form  0/ 
organization  complete,  they  bring  that  to  our  commissioner  of  corporations,  and  if 
he  finds  it  all  right,  he  siinply  certifies  that  the  organization  is  correct  and  he 
approves  the  oi^nization.  Then  the  gentlemen  go  to  our  secretary  of  state  and  get 
their  charter,  with  an  authorized  capital  stock  of  anything  you  please,  not  exceedmg 
$1,000,000.  Prior  to  this  present  year,  a  corporation  could  not  be  organized  for  any 
of  these  purposes  in  Massachusetts  with  a  capital  of  over  $1,000,000  without  a  special 
act.  This  year  a  law  was  passed  permitting  a  larger  capitalization  of  any  amount; 
but  on  talking  with  the  commissioner  of  corporations,  1  find  there  haslx^h  no  appli- 
cation to  do  anvthing  of  that  kind  since  the  law  was  passed.  On  examination  1  tind 
there  has  only  Ibeen  a  limited  number  of  companies  in  Massachusetts  in  which  there 
was  a  capital  stock  of  over  $1,000,000. 

NO   DOLLAR  OF  STOCK    WITHOUT  A  DOLLAR  OF  CASH   OR   ITS  EQUIVALENT  BEHIND  IT. 

Now  when  that  charter  ia  issued,  the  thing  with  us  is  not  ended  at  all;  something 
still  remains  to  be  done,  and  it  is  this:  A  certificate  must  be  filed  and  sworn  to  by 
a  majority  of  the  diret^tors,  certifying  that  the  whole  amount  of  the  capital  stock—  . 
no  matter  what — has  actually  been  paid  in.     If  it  is  in  cash,  of  course  that  is  the 
end  of  it:  but  if  they  do  not  wish  to  pay  it  in  in  cash,  they  must  pay  it  in  property 
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which  is  satisfactory  in  value  to  the  commissioner  of  corporations;  and  not  until 
they  have  satisfied  him  that  they  have  paid  in  every  dollar  in  cash,  or  in  value  in 
actual  property,  do  they  get  a  further  certificate  showing  the  payment  in  of  the  cap- 
ital, wnich  is  as  follows:  "1  herehv  certify  that  I  am  satisfied  that  the  valuation 
ficiven  within  is  a  fair  and  reasonaole  valuation  for  the  property  described,  and  I 
hereby  approve  the  within  certificate/*  When  this  is  filed  they  are  entitled  to  do 
business  as  a  corporation;  when  every  dollar  is  inside  the  coffers  of  the  treasury  of 
the  corporation.  The)^  must  file  that  within  30  days  of  beginning  to  do  business,  or 
there  is  a  personal  liability  of  every  stockholder. 

So  you  see  that  every  one  of  these  corporations — and  that  has  been  the  case  for 
many  years — must  start  with  actual  value  behind  every  dollar  of  stock  that  goes  out. 
There  is  no  escape  from  it  unless  they  wish  to  incur  personal  liability  as  partners  in 
a  firm.    Our  courts  have  so  held. 

NO  PREFERRED  STOCK. 

There  is  a  provision  for  the  issuing  of  special  stock — we  have  no  such  thing  as  pre- 
ferred stock  and  common  stock.  Our  court  has  once  intimated  that  it  might  be  done, 
l)ut  the  commissioner  of  corporations  tells  me  he  has  never  permitted  it  to  be  done, 
because  it  was  a  mere  suggestion  that  it  might  be  done.  We  had  a  provision  for  the 
issue  of  special  stock,  and  that  provision  is  this:  That  as  long  as  any  special  stock  is 
outstanding,  the  common  stockholders  are  liable  for  every  debt  of  the  corporation; 
so  that  practically  it  is  almost  never  done.  It  is  a  provision  simply  for  convenience, 
or  a  temporary  measure. 

AGPTATION  AGAINST  OVERCAPITALIZATION  OP  QUASI-PUBLIC  COMPANIES. 

Now  in  that  condition  we  found  the  law  of  Massachusetts  in  1894,  when  the  busi- 
ness men's  organization  said,  "We  are  going  to  have  our  ^reat  transportation,  light, 
communication-by-electricity  corporations  heavily  overcapitalized  unless  we  do  some- 
thing. That  means  trying  to  earn  dividends  on  money  never  paid  in;  and  since 
these  are  natural  monopoly  corporations,  the  rates  will  not  be  kept  down  by  compe- 
tition." Then  they  said,  "Something  must  be  done  if  we  are  going  to  put  quasi- 
public  corporations  on  just  as  safe  and  sound  a  basis  as  private  corporations." 
Gentlemen,  the  phrase  won:  "  Where  competition  ceases,  supervision  should  begin." 

That  agitation  began  in  1893,  when  the  boards  of  trade,  merchants'  associations, 
and  other  business  men's  organizations  established  a  committee  to  sit  during  the 
recess  of  1893-94,  which  made  a  certain  report  to  the  legislature  in  1894.  Upon  that 
a  special  committee  of  the  legislature  was  appointed  on  that  question  of  capitalization 
of  quasi-public  corporations.  The  business  men  came  before  us  and  said,  "Some- 
-  thing  must  be  done  now  to  guard  against  this  threatened  evil."  There  was  an  agita- 
tion and  there  were  a  great  many  hearings  of  that  kind,  which  I  will  not  bother  vou 
gentlemen  with,  but  as  the  outcome  of  it  certain  laws  were  passed.  These  are  called 
our  "antistock- watering  laws." 

THE   ANTISTOCK-WATERING    LAWS   OP   1894 — ^STOCK   AND    SCRIP   DIVIDENDS. 

In  cleaning  the  thing  up  we  tried  to  begin  at  the  bottom.  We  were  dealing  with 
the  monopoly  public-service  corporations;  we  found  the  others  substantially  safe  as 
they  were.     We  first  said  this: 

"No  telegraph,  telephone,  gaslight,  electric  light,  steam-railroad,  street-railway, 
aqueduct  or  water  com{)any,  established  under  the  laws  of  this  Commonwealth,  shall 
declare  any  stock  or  scrip  dividend,  or  divide  the  proceeds  of  the  sale  of  stock  or  scrip 
among  its  stockholders;  nor  shall  any  such  company  create  any  additional  new  stock 
or  issue  certificates  thereof  to  any  person  unless  the  par  value  of  the  shares  so  issued 
is  first  paid  in  cash  to  its  treasurer." 

Then  we  provided: 

"All  certificates  of  stock  or  scrip  issued  in  violation  of  the  preceding  section  shall 
be  void;  and  the  directors  of  the  corporation  issuing  the  same  shall  be  liable  to  a 
penalty  of  $1,000  each,  to  be  recovered  by  indictment  in  any  county  where  any  of 
them  reside;  but  if  any  such  director  proves  that  before  such  issue  he  filed  his  dis- 
sent therefrom  in  writing  with  the  clerk,  or  was  absent,  and  at  no  time  voted  there- 
for, he  shall  not  be  so  liable." 

We  also  passed  three  acts,  exactly  alike  in  their  methods,  but  dealing  with  different 
classes  of  corporations.  We  passed  one  act  that  dealt  with  gas  ana  electric  light 
companies  (Acts  of  1894,  chap.  450) ;  another  that  dealt  with  those  companies  engaged 
in  transmitting  intelligence  by  electricity  (Acta  of  1894,  chap.  452) ;  and  in  that  bill 


1130        HEARINGS   BEFORE  THE   IMDUBTRIAL  COMMISSION. 

we  also  dealt  with  aqueduct  and  water  companies.    We  had  another  bill  that  covered 
railroads  and  street  railways  (Acts  of  1894,  chap.  472). 

Now,  it  w  a  stud]^  of  this  last  that  will  show  just  how  we  undertook  to  guard  a^^icit 
any  overcapitalization  there;  and  I  asked  Mr.  Sandford,  chairman  of  the  railroad  cos- 
niii«<ic)n,  if  he  had  any  suggestions  of  any  amendments  to  that  act,  and  he  eaid  hed^ 
not  think  he  could  suggest  any  essential  change.  I  think  he  believes  that  under  t\^ 
wit<e  an<l  conservative  administration  of  the  public  officials  that  have  supervised  t\m 
isHue  of  stock  in  this  State  there  have  been  no  abuses,  no  overcapitalization,  siky 
the  lawM  were  passed.     I  do  not  think  anybody  believes  there  has  been. 

IS8UR  OF  STOCKS   AND  BONDS  OF  QUASI-PUBLIC  OOMPANTBB — STATE  CONTROL. 

Q.  (By  Mr.  Farquhar.)  What  do  they  provide,  briefly?— A.  Take  chapter  4-V?. 
which  relates  to  the  issue  of  stock  and  bonds  by  gas  and  electric  light  companies.  It 
pn)vi<loH  that  ''gas  and  electric  light  companies,  whether  such  companies  are  or^- 
i'AVi\  under  general  laws  or  special  charters,  and  however  authorizea  to  issue  capita! 
p^ock  and  Vx)nds,  shall  hereafter  issue  only  such  amounts  of  stocks  and  bonds  as  tiaj 
from  time  to  time,  upon  investigation  by  the  board  of  gas  and  electric  light  comroisi- 
pioners,  be  deemed  and  be  votea  by  them  to  be  reasonabl v  requisite  for  tne  pur|VT?e* 
for  which  such  issue  of  stock  or  bonds  has  been  authorized.  That  is,  the  amount  of  tb^ 
issue  is  kept  under  the  eye  of  the  commission.  This  board  announces  its  decision  withi£ 
a  certain  tnne,  and  ' '  the  vote  of  the  board  approving:  such  issue  shall  speci  f  y  the  re?pet- 
tive  amounts  of  stock  and  bonds  authorizea  to  be  issued  for  the  respective  purposes  w. 
which  the  proceeds  thereof  are  tobe  apolied."  This  decision  is  to  be  \n  writing.  "'A  cer- 
tificate settmg  forth  the  vote  of  theboaru  shall,  within  3  days  after  said  vote,  be  hied  in  the 
office  of  the  secretary  of  the  commonwealth  before  the  certificates  of  stock  or  the  bonds 
are  ist^ueil ;  and  no  company  included  in  the  terms  of  this  act  shall  apply  the  pro- 
ceeds of  such  stock  or  bonds  to  any  purpose  not  specified  in  such  certificate."  There 
is  also  a  provision  for  the  penalty,  that  "any  member  of  the  board  of  directors,  or 
any  treasurer  or  other  officer  or'agent  of  any  gas  or  electric  li^ht  company,  who 
knowingly  votes  to  authorize  the  issue  of,  or  knowingly  signs,  certifies,  or  issues  stt>jk 
or  lK)n(ls  contrary  to  the  provisions  of  this  act,  or  who  knowingly  votes  to  authorize 
the  application  of,  or  knowingly  applies  the  proceeds  of  such  stock  or  bonds  oontrarr 
to  the  provisions  of  this  act,  or  who  knowingly  votes  to  assum*^  or  incur,  or  know- 
ingly awiimes  or  incurs,  in  the  name  or  behalf  of  such  corporation,  any  debt  or  liability, 
exce[>t  for  the  legitimate  purposes  of  the  corporation,  shall  be  punishable  by  fine  not 
excetnling  $1,000  or  by  imprisonment  not  exceeding  one  year,  or  by  both  such  fine 
and  imprisonment."  This  made  it  absolutely  incumbent  on  the  officers  of  that  el** 
of  corporations  to  get  the  consent  of  the  commissioners.  The  commissioner  certifies 
the  purpose  to  which  the  proceeds  are  to  be  applied,  and  any  officer  of  the  company 
who  goes  out  of  that  track  is  liable  to  the  penalty.  There  is  a  further  section,  wnicli 
provides  that  "Any  court  having  jurisdiction  in  equity  may,  on  the  application  erf 
the  l)oard  of  gas  and  electric  light  commissioners,  or  of  the  attorney-general,  or  of 
any  stockholaer,  or  of  any  interested  party,  enforce  all  lawful  orders  of  said  boanl 
made  in  pursuance  of  the  provisions  of  this  act,  and  all  provisions  of  law  herein  con- 
tained rt»8pecting  such  companies."  Now,  we  feel  that  tnis  was  very  necessary  to  be 
done.  We  know,  if  the  judgment  of  the  commissioners  is  correct,  that  it  has  pre- 
vente<l  any  overcapitalization  in  Massachusetts. 

The  next  act,  chapter  452,  dealt  with  the  telephone  and  telegraph  companies.  The 
pnnisions  were  the  same,  except  as  to  the  board.  As  the  supervising  state  authority, 
we  uw^d  the  commissioner  of  corporations,  because  it  was  to  him  that  they  miis* 
eventually  turn.     It  came  under  his  duties,  but  the  provisions  were  exactly  the 

same.  .  j    t_  ,    « 

Then  we  came  to  the  railroad  and  street-railway  compamee,  and  chapter  462  deals 

wnth  the  question  of  the  issue  of  stock  and  bonus  by  such  companies;  but  the  pro- 
viHlons  are  exactl}r  the  same  as  chapters  460  and  4o2.  There  is  the  same  caiefnl 
supervision  of  the  issue,  however  the  company  may  be  organized,  special  charter  or 
otherwise,  capital  of  no  matter  how  much;  it  shall  not  issue  until  tne  railroad  com- 
missioners have  heard  it  and  investigated  it,  and  voted  it  is  reasonable  and  requisite 
for  the  purpose  for  which  it  is  authorized.  There,  again,  is  the  same  provision  for 
the  issue,  the  same  steps  of  filing  certificate,  and  prohibition  of  the  use  of  the  money 
for  any  purpose  not  designated.  There  is  the  same  penalty  on  the  board  of  directors 
if  they  fail  m  any  particular  or  misappropriate  the  money  to  any  other  purpose,  or 
issue  any  stock  or  bonds  for  any  purpose  not  distinctl);  providea,  or  if  they  know- 
ingly incur  risks  and  obligations  in  violation  of  the  spirit  of  this  section;  the  same 
provision  regarding  the  court  of  equity. 


STATE    COBPORAT^IOJT   LAWS,    ETC.: — MTEBS.  1131 

FOREIGN   CORPORATIONS. 

Now  you  will  see  that  these  acts  provided  for  a  pretty  careful  supervision  of  the 
issue  of  all  the  stock  and  bonds  of  these  companies,  but  there  were  other  steps 
necessary  to  make  it  still  safer.  This  is  a  somewhat  incidental  matter,  but  still  I 
think  it  should  be  dealt  with  right  here.  We  feared  there  might  be  some  abuses 
through  foreign  corporations.  Suppose  some  foreign  corporation  got  possession  of 
one  of  our  local  corporations  and  tnen  issued  its  own  obligations  on  the  taith  of  these 
underlying  oblisations;  call  them  debentures  or  what  you  will. 

Q.  (By  Mr.  Clarke.)  When  you  speak  of  foreign  corporations  you  mean  anj 
oilganized  outside  of  the  State? — A.  Yes;  so  that  we  do  not  have  our  hand  on  their 
organization.  You  see  we  did  not  have  to  deal  with  the  whole  question  of  monop- 
oly, but  with  onljr  one  or  two  phases  of  it.  We  were  guarding  against  our  people 
having  to  pay  dividends  on  overcapitalization. 

The  best  we  could  do  is  found  in  chapter  476  of  the  acts  of  1894,  and  it  is  in  this 
form.  We  made  it  narrow  in  its  application,  but  so  ^  as  we  went  tried  to  cover  the 
ground.    It  was  deemed  a  little  drastic  at  the  time. 

**If  a  foreign  corporation  which  owns  or  controls  a  majority  of  the  capital  stock 
of  a  domestic  street-railway,  gaslight,  or  electric-light  corporation" — we  onl^  needed 
to  deal  with  these  three — ''shall  hereafter  issue  stock,  bonds,  or  other  evidence  of 
indebtedness,  based  upon  or  secured  by  the  property,  franchise,  or  stock  of  such 
domestic  corporation,  unless  such  issue  is  authorized  by  the  law  of  this  Common- 
wealth, the  supreme  judicial  court,  sitting  in  equity,  may,  in  its  discretion,  dissolve 
such  domestic  corporation.''  That  was  all  there  was  to  it  It  was  a  little  more 
drastic  than  that  when  it  came  to  us,  and  I  think  there  was  a  provision  that  thev 
should  be  dissolved.  We  felt  that  it  might  hapnen  that  the  majority  of  the  stock 
might  get  into  the  hands  of  speculators,  who  might  want  to  break  it  up,  and  inno- 
cent stockholders  might  suffer;  so  we  said  the  court  ''may,  in  its  discretion,  dissolve 
such  domestic  corporation." 

Section  2  said:  *'It  shall  be  the  duty  of  the  attomey-^neral,  whenever  he  is  satis- 
fied that  such  issue  has  been  made,  to  institute  proceedings  in  said  court  for  the  dis- 
solution of  such  domestic  corporation  and  the  proper  distribution  of  its  assets." 

Now,  I  l)elieve  that  has  aosolutely  protected  us  against  any  attempt  to  do  that 
thing  in  this  State. 

THR  LAW  EVADED  BY  MEANS  OF  TRUSTS. 

I  ought  to  say  right  here  that  it  is  true  that  lately  certain  parties,  seeing  they  could 
not  put  the  majority  of  the  shares  of  a  gaslight  or  street-railway  company  or  of  an 
electric-light  company  into  a  foreign  corporation,  and  issue  new  stock  on  the  shares 
have  resorted  to  the  devise  of  trustees,  who  take  the  stock  of  several  street-railway 
companios  or  several  gas  companies,  put  it  in  a  pot,  and  issue  certificates,  giving  the 
organization  a  certain  name.  It  is  of  course  an  evasion,  right  or  wrong  I  do  not 
undertake  to  say,  but  it  is  an  evasion  of  the  law  which  I  was  just  speaking  of.  It  does 
accomplish  through  the  medium  of  trusteees  what  could  not  be  accomplished  directly 
by  the  foreign  corporation,  and  it  does  make  it  possible  to  issue  $5,000,000  of  certifi- 


cates  on  $2,000,000  of  securities.    That  is  a  method  of  evasion  that  will  trouble  you 


meet  the  difficulty. 

PURCHASES,    SALES,    AND  LEASES. 

Then  we  found  that  there  might  be  overcapitalization,  or,  what  is  equivalent  to 
overcapitelization,  an  overcharge  on  the  public  by  means  of  consolidations  or  leases  or 
purchases  and  sales,  particularly  between  railroads  and  street  railroads.  Accordingly 
we  found  ourselves  obliged  to  pass  another  act,  which  provided  that  no  purchase  sale 
or  lease  of  the  franchises  or  property  of  that  class  of  corporations,  whether  such  lease' 
sale,  or  purchase  was  authorized  by  general  laws  or  special  act,  should  be  valid  or 
binding  until  the  consolidation  should  have  been  approved  by  the  board  of  railroad 
commissioners  after  a  public  hearing,  of  which  due  notice  should  have  been  given. 
That  was  to  guard  against  any  overcharge— for  instance,  as  in  the  case  of  a  street-railway 
company  making  a  lease  to  another  street  railway,  the  latter  company  paying,  to  illus- 
trate, 10  per  cent  instead  of  6  per  cent  as  a  rental,  and  then,  of  course,  having  to 
collect  it  in  same  way.  It  becomes  a  fixed  charge  and  has  to  be  collected  out  of  those 
who  are  earned,  and  results  in  loading  4  per  cent  upon  the  public.  It  is  not  an 
overcapitalization  exactly,  but  it  is  the  same  thing;  it  wan  overcha^  for  the  benefit 
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of  tluwe  hohlinjc  the  necuritieH.  Such  a  purchase  and  sale  is  not  permitted  to  gr»  oc 
without  the  appmval  of  the  railroad  commisBionent. 

To  i  Hunt  rate,  there  was  a  hearing  yesterday  before  the  railroad  oommiasioQ  <^  tV 
connoliiiation  of  5  of  our  street-railway  companies.  Everything  had  to  be  done  in  i 
most  painstakinf^  manner.  An  expert  valued  the  property,  and  each  of  these  5  c»li- 
panies  waa  permitted,  their  asHets  having  been  shown  up  and  their  earnings  ha\ii^ 
bet»n  shown  up,  t^)  f^o  into  that  consolidation  and  receive  shares  in  the  new  compMiT. 
But  the  railroad  commiHsioners  say,  **bo  manv  and  no  more."  As  a  matter  of  act, 
in  this  case  it  is  nhare  for  share  or  substantially  that;  but  no  shares  ar«  allowed  to 
issut*  without  the  value  t)ehind  them. 

There  is  one  further  a^'t  tliat  may  be  spoken  of.  There  was  a  special  act  pennittiiK 
the  issue  of  Ht<K*k  by  a  street-railway  company  for  the  purpose  oichanging  its  modw 
power;  but  that,  aj^ain,  had  to  be  supervised  by  the  railroad  commisBioners. 

Now,  I  think,  gentlemen,  that  we  nave  covered  everything  in  the  'way  of  ourtnii- 
sto(*k- watering  legi-^lation,  strictly  ho  called,  which  guards  against  the  issue  of  a  afaai^ 
of  st<K>k  without  a  full  dollar  l)ehind  it.  It  is  all  we  have  in  Massachusetts.  I^c^ 
law«  1  have  referred  I  to  will  show  you,  when  you  come  to  study  them,  better  tJban  I 
I  can  do,what  the  work  of  our  business  men,  our  boards  of  trade,  and  our  railratd 
commisHionem  Unn  ac(X)mpliHhed  after  more  than  a  year  of  agitation.  It  is  ail  found 
emlKxlied  in  tlutn*  acts  to  which  I  have  referred  you,  and  it  has  resulted  as  I  tell  y^ 
in  MassachuHi'tts.  I  think  our  law  is  spoken  of  everywhere  as  accomplishing  th^ 
result. 

NKW  HT<K'K   ISSrKI)  BY  OLD  (Y)MPANIE8   NOT  TO  BE  SOLD  POR  LESS  THAN    MARKET  VALfE. 

There  in  one  further  topic  that  we  legislated  on.  It  was  touched  on  in  1893,  and  it 
is  coming  up  now  in  another  form  in  industrial  matters. 

Massachu.*4i^tts  has  for  several  years  had  a  policy  of  insisting  upon  sales  at  aoctfoa 
of  Ht<H*k  iwued  by  an  existing  railroad  corporation.    She  said,  after  a  good  deal  d 
agitation,  that  if  railroad  st<K*k  was  selling  at  170  she  would  not  allow  the  corpon- 
tioii  to  issue  shares  at  j)ar,  becaune  that  is  really  not  giving  the  community  the  full 
lK*nefit.      Now,  that  is  Homewhat  different  from  anti-stock- watering   laws;  the^ 
have  bi»en  slightly  (X)nfustHl,  but  it  is  a  very  different  matter  to  say  that  you  shall 
not  issue  a  share  of  8to<*k  for  less  than  100  when  vou  are  starting,  and  to  sav  thai 
after  you  have  started  a  comj)any  and  run  it  well  for  years,  and  by  reason  of  ^-^^ 
managiMiient  and  saving  have  accumulate<l  capital  so  that  the  stock  is  selling,  with  a 
value  l>ehind  it,  as  high  as  150,  you  shall  not  issue  shares  at  100.    That  is  not  stock 
watering.     It  is  capitalizing  accuinulated  earnings  not  divided.    Still,  Massachusetts 
has  sHid  in  the  act,  chapter  472,  of  the  year  1894  that  in  case  a  corporation  "ownii? 
or  ojK'rating  a  railroad  or  railway,  whether  such  railroad  or  railway  is  operated  by 
sti'ani  or  other  power,  or  a  gaslight,  electric-light,  aqueduct  or  water  company,  or  a 
corjHiration  established  for  and  engaged  in  the  business  of  transmitting  intelhgenee 
l)y  electricity,  increases  its  capital  stock,  the  new  shares  to  the  number  nei-essarv  lo 
j)r(Hhice  the  amount  necessary  for  the  purposi^s  for  which  such  increase  is  authoniea 
shall  1k»  offi'nHi  i)roix)rtionately  to  its  stockholders  at  not  less  than  the  market  vaiw 
then»of  at  the  time  of  increase,  an  shall  Ik?  determined  by  the  board  of  railroad  com- 
missioners in  the  case  of  a  steam-railroad  or  street-railway  company,  by  the  board oi 
gas  and  eUn'tric-light  commissionens  in  the  case  of  a  gaslight  or  electric-light  com- 
pany, and  by  the  commissioner  of  corporations  in  the  case  of  an  aqueduct  or  water 
company  or  a  corporation  established  for  and  engaged  in  the  business  of  transmitting 
intelligence  by  electricity,  taking  into  account  previous  sales  of  stock  of  the  cor|x»ni- 
tion  and  other  i)ertinent  conditions.     The  directors  shall  cause  written  notii-e  of  such 
increase  to  ])e  given  to  each  stockholder,'*  who  has  a  chance  to  come  in  and  bid.    u 
an  increa.se  of  capital  stock  is  to  take  place  in  one  of  these  quasi-public  corporations, 
it  has  to  go  under  the  hands  of  the  board,  and  they  see  to  it  that  the  corporation  ge^ 
in  an  amount  of  money  equal  to  the  real  fair  value  of  that  stock.     To  illustrate,  it 
may  be  140.     If  so,  it  will  take  less  shares,  and  there  will  be  less  shares  out  on  whiVn 
they  will  ]h}  earning  dividends  by  charges  for  transportation.    That  is  the  theon/>n 
which  it  goes.     It  is  a  very  different  thing,  as  you  will  see,  from  overcapitalization 
at  the  out.»^et ;  but  we  attempted  to  deal  in  that  way  with  any  attempt  to  capital)^* 
any  actual  accumulated  profits.     Now,  of  course,  if  ac^cumulated  profits  are  dealt  with 
in  that  way  by  a  community,  that  comrtiinity  would  be  pretty  sure  to  say  that  0PjW^ 
tunities  for  business  and  expectation  of  profits  could  not  be  capitalized. '  It  would  be 
pretty  sure  to  say,  if  the  question  came  up  in  that  way,   **The   most  we  W" 
allow  to  be  done,  is  to  capitalize  these  accumulated  pronts.     We  will  not  aJloir 
the    capitalization  of  opportunities  and  expetrtations,"  and  that  is  what  we  m 
Massacnusetts  do  sav.     The  railroad  commissioners  when  thev  are  considering 
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valuations  for  the  consolidation  of  these  street  railways  do  not  capitalize  opportunities. 
They  do  not  capitalize  expectations.  They  proceed  on  the  theory  that  the  capital 
stock  should  be  limited  to  the  value  paid  in  and  actually  existing. 

THE  PoesiBiLrrY  op  overcapitalization  a  chief  incentive  to  combination. 

Now,  a  question  comes  up  which  goes  a  little  beyond  guarding  a^inst  overcapital- 
ization, which  was  the  one  evil  that  Massachusetts  was  dealing  with  in  these  anti- 
Btock-watering  laws,  and  that  is  the  alleged  evil  of  excessive  combination,  amounting 
to  monopoly.  What  light  do  our  laws  throw  upon  that  point?  Suppose  that  every 
State  should  do  as  Massachusetts  has  done,  and  suppose  that  every  State  could  be 
provided  with  just  as  careful  and  intelligent  public  officers  to  supervise  the  issue  of 
securities. 

I  want  to  make  this  suggestion.    I  appreciate  fully  that  there  is  a  fundamental 
advantage  in  the  reduction  of  cost,  and  that  reduction  of  cost  is  secured  often  by  con- 
solidation and  combination;  but  the  desire  for  cheaper  production,  economy  of  pro- 
duction, is  not  the  motive  power  in  what  is  now  ^oing  on.    The  motive  power,  the 
mainspring,  is  not  the  desire  for  economic  production,  but  it  is  the  desire  to  get  pos- 
session of  the  overcapitalized  securities;  and  if  the  opportunity  to  get  possession  of 
the  overcapitalized  securities  was  taken  awav,  which  is  the  same  thing  as  saying  if 
you  supervise  the  issue  of  the  securities  so  that  there  could  not  be  this  overcapital- 
ization, you  at  once  take  away  the  real  mainspring  of  much  of  what  is  now  going  on, 
wisely  or  unwiselv.     For  if  you  say  to  the  gentlemen  who  are  making  any  great 
trust  you  please,  '^You  can  only  issue  stock  to  the  extent  of  the  actual  values  that  are 
paid  in,''  no  matter  whether  in  New  Jersey  or  Massachusetts,  you  at  once  take  away 
the  principal  inducement  to  them  to  do  the  business.    They  say,  as  a  reason  for  indue 
in^  capitalists  to  aid  the  enterprise  and  financiers  to  finance  it,  it  is  going  to  effect  a 
reduction  in  cost.    That  is  true,  and  so  far  as  that  is  the  motive  I  myself  doubt 
whether  it  would  ever  be  desirable  to  interfere  with  it    But  so  far  as  the  real  motive 
is  overcapitalization,  simply  using  the  other  as  an  argument  to  get  people  into  it,  I 
have  a  feeling  that  it  is  somewhat  doubtful.    I  have  a  feeling  that  if  a  remedy  for 
this  great  amount  of  combination  that  is  going  on  is  to  be  sought,  it  may  be  sought, 
among  other  things,  in  doing  away  with  inducements;  in  other  words,  by  making  it 
impossible  for  them  to  get  that  reward.    Then,  only  such  a  combination  will  grow  as 
is  inspired  by  the  desire  for  cheapness  of  production,  and  not  that  which  is  inspired 
largely  by  the  desire  to  make  two  shares  of  stock — one  of  preferred  and  one  of  com- 
mon— where  you  have  put  in  only  the  value  of  one,  unloaci  both  on  the  community, 
and  let  the  community  suffer  the  conseauences;  combining  more  and  more,  and  thus 
producing  some  of  the  alleged  evils  of  tnis  excessive  trust  development  that  is  going 
on  now. 

Of  course,  the  trust,  so  far  as  it  is  an  oi^ganization  made  up  of  certificates  issued  by 
trustees,  has  to  be  dealt  with  on  a  different  basis;  but  so  far  as  the  great  New  Jersey 
corporations  are  concerned,  it  seems  to  me  if  New  Jersey  said  to  the  corporations 
formed  there,  "  You  may  issue  capital  stock,  preferred  or  common,  to  the  amount  of 
the  actual  values  as  found  by  our  trusted  officers  and  no  more,"  that  very  many  of 
the  great  or]^anizations  that  are  now  made  would  never  be  made.  They  would  not 
do  it  for  their  own  health,  and  they  are  not  public  spirited  enough  to  do  it  for  the 
sake  of  economic  production.  They  are  doing  it  to  get  $2  in  shares  where  they  put 
in  |1  in  real  value;  that  is  the  motive.  I  believe  that  the  tendency  can  be  checked 
if  it  is  possible  to  get  the  States  to  say  that  so  far  as  corporations  go  the  State  will  not 

f've  this  bonus  to  promoters  by  permitting  them  to  issue  shares  far  beyond  values, 
believe  that  if  that  power  is  taken  away  from  them  altogether,  including  the  oppor- 
tunity to  accomplish  it  by  trust,  if  that  can  be  done,  substantially  all,  or  a  Very  great 
part  at  least,  of  the  objectionable  development  would  be  terminated. 

NO  longer  any   limitation    op   capital   stock,  pbovided  it  bepresents  actual 

assets. 

Q.  (By  Mr.  Smyth.)  You  say  the  limitation  of  capital  to  one  million  has  been 
removed,  and  by  general  statute  the  amount  can  be  made  larger? — ^A.  Yes. 
Q.  Is  there  any  limit  to  the  amount  in  Massachusetts? — ^A.  None  at  all. 
Q.  It  must  be  a  show  down  of  hands  that  the  assets  are  there? — A.  Yes. 
Q.  Who  appoints  the  commissioneis  you  speak  of? — A.  The  governor. 

BESULTB    of    differences    between    the    laws   of    different  states — MASSACHUSETTS 

LOSES  SOME  TAXES. 

Q.  Now,  have  you  found  that  the  restricted  requirements  with  reference  to  charters 
have  tended  to  drive  the  formation  of  corporations  away  from  Massachusetts? — A.  Of 
course,  so  far  as  our  own  quasi-public  corporations  are  concerned,  they  practi<^ly  must 
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be  incorporated  here  ander  the  laws  as  they  atand.  It  is  perfectly  trae  that  a  great 
many  of  our  business  men,  when  they  wish  to  form  corporations  for  certain  par- 
noHeti,  legitimate  enough,  but  do  not  wish  to  pay  in  their  capital  stock,  go  elsewherv. 
They  go  to  Maine,  New  Jersey,  New  Hampshire.  It  does  drive  them  away  when 
they  are  going  into  any  enterprise  where  tney  do  not  wish  to  pay  in  the  full  raioe 
of  the  capital  stock,  and  that  results  in  a  loss  of  income  to  Massachasette;  but  if  iQ 
the  States  applied  the  same  law  it  would  work  equally  fair  to  all. 

Q.  TheH;  other  corporations,  such  as  textile  corporations,  can  have  a  facton*  in  tliiF 
State  with  a  charter  from  another  State? — A.  Oh,  yes;  we  allow  corporations  in'm 
other  States  to  do  bunineas  here  by  filing  certain  papers  agreeing  to  admit  seriice  ••t 
proci'SH  here  and  to  appoint  an  agent 

Q.  So  these  restrictive  acts  have  tended  to  lessen  the  income  of  the  State  of  Mas«- 
chuHettH? — A.  I  suppose  that  it  has  a  very  little.  I  do  not  know  how  much  it  h&^ 
tende<l  to  lessen  the  income.  We  get  a  certain  small  income  from  foreign  corp(»ra- 
tions  doing  business  here;  the  property  is  here  to  be  taxed,  and,  of  course,  all  tbt 
propertv  which  they  own  in  this  State  is  taxed,  no  matter  if  they  are  oat^ide. 
Prolwbfy  it  does  lose  us  something;  I  have  not  considered  that  enough  to  say. 

Q.  To'  make  the  Massachusetts  laws  fully  successful  would  require  tne  enactment  ^i 
similar  laws  in  all  the  States? — A.  To  make  it  entirely  equitable,  it  would  be  ^rth£ 
every  State  should  do  the  same  thing. 

NRW   JBRSKY   GETS   A    LAROB   INCOME  BY    MAKING  CORPORATIONS. 

it  (By  Mr.  Farquhar.)  From  the  fact  that  other  States  do  not  follow  the  example 
of  MaM^achusetts,  it  may  be  aasim:ied  that  they  desire  Massachusetts  capital  ^r 
restricted  capital  of  other  States  to  come  in  there  under  their  more  liberal  lawg?— A. 
I  do  not  know.  I  have  heard  it  suggested  that  New  Jersey  liked  the  lai^pre  income 
that  came  to  her  treasuir  from  having  the  large  corporations  organized  there. 

Q.  (By  Mr.  Smyth.)  Has  it  not  resulted  in  New  Jersey  in. lowering  the  tax  raJ<*?- 
A.  It  nas  resulted  in  giving  them  a  lai^  income  from  corporations. 

Q.  (By  Mr.  Farquhar.^  Have  they  not  more  revenue  than  is  necessary  for  their 
State  expenses? — A.  I  unaerstand  so. 

THE  GENERAL   INTERBBTT  BEST  SERVED   BY   STRICT  REGULATION. 

Q.  If  this  conmiission  was  to  recommend  repressive  legislation,  such  as  now  obtain? 
in  Ma*<sachu»etts,  to  the  State  of  Illinois,  and  the  State  of  Illinois  said,  '*Wei»TWt*Jj 
the  capital  we  can  get,  and  do  not  intend  to  pass  repressive  legislation,"  howowi 
you  hojMj  to  get  the  Western  people,  who  desire  capital,  to  make  any  change  in  thej 
lawH,  for  the  sake  of  the  uniformity  you  speak  of  as  being  so  desirable?— A.  I  t\m 
that  a  Kound,  healthy  view  is  that  in  the  long  run  the  interests  of  the  State  are  bes  , 
rtvchI  by  having  the  whole  corporate  business  done  upon  a  sotmd  basis,  and  thai  J 
you  could  once  get  the  business  men  of  Illinois  and  their  oi^ganizations  well  wtfw 
up,  AH  the  business  men  and  their  organizations  were  in  Boston  in  1894,  thev  wooM 
nee  that  while  it  was  for  the  interest  of  a  certain  limited  number  to  go  on  in  tms  w>^  < 
the  intertvt  of  the  whole  people  would  be  better  served  by  that  satisractory  and  ju=t«f  | 
treatment  of  the  capitalization  question. 

(2.  Now,  at  the  present  time  your  Boston  papers  are  filled  with  the  advertiseJJJf"^' 
of  the  American  Writing  Machine  Company.  It  offered  to  sell  over  eight  railn*^ 
of.Mtock,  if  I  recollect  right.  Is  it  understood  that  chat  corporation  is  to  be  in^» 
the  State  of  Massachusetts,  or  where? — A.  I  do  not  think  there  is  any  application  i-^ 
anything  of  that  kind.  Mr.  Endicott  told  me  there  had  been  no  application  ad^ 
the  law  was  passed  for  the  incorporation  of  any  company  with  more  than  ^1'^'! 
of  stock.  I  think  it  is  a  corporation  established  unoer  the  laws  of  T^ew  Jersey;  £«'  I 
puwibly  not;  jKNssibly  a  trust  arrangement,  just  as  was  the  case  with  certain  mW^  I 


TRUSTS. 


Q.  Your  laws  would  not  permit  a  trust,  of  course? — A.  We  can  not  prevent 
ting  the  Htock  of  companies  in  the  hands  of  individual  trustees  and  issuing  certibc*^^ 


of  stock  upon  these  shares.  You  could  not  put  these  shares  of  a  dom^c  ^!^^^. 
tion  in  the  hands  of  a  foreign  corporation;  that  would  be  obnoxious  to  thi?  *  • 
but  when  that  act  was  passed  this  development  of  the  trust,  the  putting  of  ^^^ 
in  the  hands  of  trustees,  had  not  appeared  upon  the  horizon,  and  we  aid  notg^ 


against  having  the  shares  of  6  companies  put  in  the  hands  of  3  gentlemen  a.^  tnete^ 

Q.  Was  not  this  after  the  decision  of  the  <  "  ' '^ 

of  the  American  Sugar  Refining  Company, 


Q.  Was  not  this  after  the  decision  of  the  court  of  appeals  of  New«York  in  tjiet 

r,  whereby  they  set  aside  the  whole  «»■ 


J 
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matter? — A.  I  am  not  sure  whether  that  is  so  or  not;  but  at  any  rate  we  did  not 
undertake  to  eo  beyond  the  case  of  forei^  corporations,  and  not  mere  trustees,  si- 
ting control  oT  the  stock  of  our  corporations.  We  did  not  go  beyond  the  require- 
ments of  the  case. 

INVEffrMEMT  AND  SPfiCULATION. 

Q.  Wherever  this  American  Writing  Machine  Company  is  incorporated,  in  New 
Jersey  or  elsewhere,  it  is  outside  of  the  State  of  Massachusetts;  but  they  come  and 
advertise  inside  your  State.  You  are  permitting  in  Massachusetts  stock  gambling, 
irrespective  of  your  laws.  Can  you  shut  them  out? — A.  We  have  never  tried  it. 
Whether  w^e  can  or  not,  I  prefer  to  hope  the  other  States  will  take  wise  action  rather 
than  call  on  us  to  enact  exclusive  kinds  of  legislation.  That  would  be  something  I 
should  wish  to  consider  very  carefullv  before,  as  a  lawver,  I  expressed  anv  opinion 
as  to  how  far  you  could  interfere  with  doing  business  in  that  way.  If  3  gentlemen  see 
fit  to  buy  up  the  stock  of  several  corporations  and  own  that  stock,  I  do  not  see  a  very 
easy  way  of  dealing  with  it.  If,  having  bought  it  up  with  money  of  20  gentlemen, 
these  3  gentlemen  see  fit  to  issue  shares  of  proportionate  interest,  as  we  do  here  in 
companies  that  we  form,  for  instance,  it  is  pretty  hard  to  frame  any  way  of  dealing 
with  them  that  would  be  legal  or  meet  the  approval  of  our  business  men.  I  think  it 
would  have  to  be  the  subject  of  a  r^ular  puDiic  crusade,  so  to  speak;  a  public  upris- 
ing, as  the  antistock-watering  laws  were. 

Q.  Your  statement  as  to  the  laws  of  Massachusetts  is  instructive  and  interesting, 
but  if  the  corporations  of  every  other  State  can  come  in  and  sell,  it  is  no  protection 
to  your  people? — A.  We  recognize  that  our  people,  as  investors,  are  exposed,  but  it 
gives  me  a  chance  to  say  to  you,  gentlemen,  that  our  laws  were  framed  not  so  much 
with  a  view  of  protecting  our  investors,  though  that  was  an  incidental  question,  as 
for  the  purpose  of  guaraing  our  great  communities  against  excessive  charges  for 
transportation,  or  for  such  necessaries  as  light  or  electric  communication.  It  is  to 
guara  them  against  that  subtle  overchaiige  which  comes  from  overcapitalization. 
The  men  who  were  in  this  were  largely  people  who  patronized  the  great  railroads 
and  did  not  want  to  pay  excessive  rates  of  freight,  and  who  patronized  gas  companies; 
and  the  investor  side  was  not  so  much  in  question.  We  realized  it,  but  we  never  have 
sought  to  protect  our  people  against  the  consequences  of  their  own  folly,  if  they  see  fit 
to  go  into  speculation. 

OVERCAPITALIZATION   AS  LBAJOINQ  TO  OVEBCHABGE. 

Q.  You  seem  to  argue,  or  it  is  implied  at  least,  that  overcapitalization  becomes  a 
burden  on  the  peonle.  The  street  railway,  for  instance — that  where  they  attem[)ted 
to  make  a  diviaena  of  12  per  cent  where  legitimately  they  ought  to  have  8,  it  is  4 
per  cent  taken  out  of  the  people  themselves? — ^A.  That  was  the  view  which  pre- 
vailed. That  was  the  expression  in  the  movement.  In  stating  the  matter  to  the 
commission,  I  was  really  trying  to  be  the  witness,  and  state  the  facts  with  perfect 
candor;  not  desiring  to  color  it  at  all,  until  I  made  two  or  three  suggestions  in  the 
last  moment  or  two. 

Q.  Take  a  street  railway  in  the  city  of  New  York  capitalized  at  two  million;  that 
street  railway  has  extended  its  equipment  and  track  to  almost  twice  what  it  was  when 
it  was  capitalized  at  two  million,  but  still  remains  at  the  same  old  fi^re.  The  rail- 
way, of  course,  does  now  three  times  the  amount  of  business;  its  dividends — no  one 
knows  what  they  are,  and  it  did  not  need  to  overcapitalize  to  mulct  the  public,  because 
it  held  its  original  capital  and  is  now  probably  nving  three  times  the  dividends  it  gave 
at  first.  Look  at  the  Chemical  Bank  of  New  York  to-day;  see  the  enormous  rate  of 
their  shares ;  and  yet  you  can  not  change  the  ca[)italization  by  law  or  anything 
else.  So  a  company  may  hold  its  capitalization,  without  extra  capitalization,  and 
still  draw  from  the  people  this  patronage  and  have  the  heaver  dividends.  Does 
that  stand  as  a  business  proposition  on  both  ends? — A.  Our  corporations  are  all  required 
to  make  sworn  returns  to  the  commissioner  of  corporations.  We  therefore  know 
just  what  dividends  they  pay  under  all  circumstances,  and  the  pre8um|)tion  was  that 
the  people,  in  the  case  of  quasi  public  corporations,  would  by  ]|>ublic  opinion  compel, 
in  a  way,  by  their  discontent  and  clamor,  a  reduction  of  rates  if  the  rate  of  dividend 
became  very,  very  high.  When  the  rate  of  dividend  on  any  of  our  public-service 
corporations--gas  companies,  for  instance — gets  up  toward  high-water  mark,  imme- 
diatelv  the  consumers  D^n  to  complain,  and  our  laws  provide  that  they  may  go  to 
the  Massachusetts  electric  light  commissioners  and  file  a  petition  for  a  reduction  of 
rates;  and  the  commissioners,  having  the  supervising  power,  would  so  pretty  far  in 
that;  and  the  gas  company,  if  it  has  made  large  profits,  or  the  electric  light  company, 
may  be  requested  to  name  lower  figures.    Our  railroad  commissioners,  wmle  they  have 
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not  absolute  control,  have  adTisory  power,  and  as  a  matter  of  fact  I  do  not  knowthfl 
the  adviHorv  power  has  ever  been  disregarded.  They  may  advise  regarding  n\f^ 
They  even  <fo  ativise  rt^garding  workingmen's  trains ;  and  their  advice  is  Ds«allv*<ju!r- 
alent  to  a  command,  for  if  their  advice  was  disregarded  the  probability  is  tfie  next 
year  would  see  a  bill  in  the  legislature  calling  attention  to  that,  and  perhaps aimeiil 
the  corporation  in  such  a  way  that  it  would  seek  to  accomplish  as  mach  or  more  k<r 
the  community  in  Home  other  way.  I  make  this  reply  only  by  way  of  explanatioo 
and  without  any  intention  of  arguing  the  other  side,  but  to  state  it  as  the  geDtkioen 
stateil  it  to  us. 

Q.  Have  you  any  means  of  knowing  the  actual  earnings  of  your  street  railfnys  in 
Massachusetts? — A.  We  have  the  railroad  commissioners'  report,  which  shows  the 
earnhigs  of  every  street  railway  in  the  State  and  a  careful  summary  of  eventhiog. 

MUNICIPAL    OWNERSHIP   OF    NATURAL    MONOPOLIES — HONEST,    INTELLIGENT    SUPBSVISOI 

SOMETIMES  BETFER. 

Q.  Have  ^ou  anv  municipal  ownership  of  your  natural  monopolies  in  Maasaciiii- 
setts? — A.  ]!iSi)ecialiy  of  water  companies.  I  think  Massachusette  probably  leads  all 
the  States  in  her  municipal  ownership  of  water  plants,  and  lately  we  have  establi«M 
not  municipal  but  metropolitan  ownership  of  a  great  plant  that  is  to  cost  alwat 
$30,000,000,  to  supply  water  from  Worcester  County  (and  it  is  contemplated  to  m 
over  into  Hamjiehire  County)  for  this  great  metropolitan  district.  My  ot»ti  dtj  d 
Cambridge  owns  her  water  plant,  has  a  water  board,  and  collects  special  water  ratfe 
The  most  of  our  large  cities  nave  municipal  ownership  of  water.  There  have  beens 
few  attempts  at  municipal  ownership  of  gas  and  electric  light.  We  have  no  moiiic- 
ipal  ownership  of  trans{X)rtation  or  telegraph  or  telephone  that  I  know  of;  I  tbifik 
it  is  limited  to  water  and  to  some  cases  of  light  We  have  a  general  law  that  pro- 
vides that  municipalities  may  go  into  the  electric-lighting  business. 

Q.  Do  you  think  in  municipal  ownership  there  is  an  opportunity  to  oounterart 
overcharging  by  private  or  quasi-public  companies? — A.  A  great  deal,  a  very  greti 
deal,  has  l)een  urgtni  u{M)n  us.  Perhaps  I  am  not  one  of  those  who  get  very  enthj«- 
astic.  I  have  been  inclined  to  think  that,  as  a  rale,  with  judicious  supervision  ^i 
rates,  with  supervision  as  to  all  the  issues  of  the  capital  stock,  so  that  there  is  net  i 
fictitious  dollar  to  earn  intert^st  on,  and  with  careful  supervision  of  the  returns,  an»l 
power  to  supervise  charges  and  rates,  it  would  \ye  well  to  go  slow  in  respect  to  actotl 
ownership.  If  you  are  goinj,  to  hand  these  over  to  unrestricted  monopoly  or  owner- 
ship, it  is  another  thing;  but  in  the  case  of  the  public-service  natural-monopoly  cor- 
poration, I  l)elievethat  with  honest  and  intelligent  supervision  by  the  State,  monopoly 
18  not  a  menace.  But  that  feupervision  must  oe  intelligent  and  must  be  honest;  for 
where  this  monopoly  begins,  and  it  begins  at  once  in  the  natural -monopolv  corpom- 
tions,  here  competition  ends  and  supervision  should  begin.  The  two  should  together 
cover  the  field. 

MUNICIPAL  OWNERSHIP  GOOD,   IF  GOOD,  HONEST  SERVICE  CAN   BE  GOT — SUCH  SERVICB  K 

GOT  IN   MANY   MASSACHUSETTS  CITIES. 

Q.  It  is  quite  evident  that  these  natural  monopolies  of  cities  must  yield  more  than 
almost  any  other  business,  because  the  greatest  capital  of  this  country  is  engaged  in 
them.  Now,  provided  there  is  more  money  in  that,  is  it  not  a  probability  that  there 
should  be  municipal  regulation  and  possibly  municipal  ownership? — A.  It  has  always 
seemed  to  me  the  moment  you  get  good,  honest,  economic  service,  then  municipal 
ownership  is  a  very  desirable  thing  in  these  natural  monopolies;  but  since  yoo  are 
not  able  to  get  honest  and  intelligent  public  service,  but  are  obliged  to  have  a  good 
deal  of  log  rolling  and  political  pulling  in  order  to  handle  things,  it  has  seemed  to 
me  there  is  strong  argument  for  supervision  instead  of  absolute  ownership.  I  should 
come  to  absolute  ownership,  perhaps,  just  as  soon  as  I  got  honest  ana  intellig*^"^ 
public  service  in  the  administration  of  these  monopolies;  but  if  you  are  going  to  h&r^ 
a  great  monopoly  of  that  kind,  with  its  vast  amount  of  money  and  large  number  of 
employees,  used  for  political  ends,  it  would  beamenaceto  the'pecpleand  not  a  help. 

Q.  You  say  it  would  be  a  danger,  then,  to  have  the  public  service  a  subject ot 
political  control? — A.  No;  to  my  mind  there  is  that  danger  always  attending  pubbc 
ownership  unless  you  get  the  thing  well  cleared  up  beforehand.  I  do  not  mean  to 
say  there  are  not  many  of  our  communities  where  it  could  be  done  satisfactorily;  ^^ 
is  certainly  done  with  absolute  safety  in  my  own  city;  it  is  done  safely  with  the  gre*^ 
metropolitan  system  of  Boston.  I  do  not  ttiink  there  is  a  commission  more  free  irom 
political  influence  than  the  water  commission.  I  do  not  think  the  water  board  « 
my  own  city  is  in  the  least  to  be  chai^ged  with  anything  political.  I  think  public 
ownei'ship  should  come  slowly  and  in  a  way  not  to  demoralise. 
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^  Q.  (By  Mr.  Smyth.)  Do  you  know  of  any  inBtances  outside  of  thoBo  you  have  men- 
tioned where  they  have  heen  safely  and  economically  administered? — A.  The  city  of 
Boston  has  had  its  own  water  supply  for  a  long  time  and  I  have  never  heard  of  any 
scandals.  And  there  was  the  Mystic  Water  Company,  which  supplied  water  to  sev- 
eral of  these  cities  on  the  north  of  Boston. 

Q.  Your  experience  is  altogether  with  water  supply? — ^A.  Entirely. 

Q.  No  street  railways,  or  anything  of  that  kind? — ^A.  No. 

Q.  The  other  field  would  bscome  much  more  hazardous? — A.  I  mean  to  speak 
only  of  water  and  the  very  few  cases  of  light  that  I  know  of  in  this  State;  hut  there  is 
a  constant  tendency  to  take  more  and  more  of  the  water  compEinies.  Within  a  few 
years  there  was  the  case  of  Newhuryport  and  Gloucester,  and,  X  think,  Wakefield. 

Q.  The  lar^r  the  numher  of  employees  the  greater  the  douht  of  the  propriety  of 
public  administration? — A.  It  woula  seem  so. 

Q.  In  other  words,  the  city  may  run  the  waterworks  department  economically, 
but  it  is  different  in  respect  to  running  the  street  railway  department  with  its  thou- 
sands of  employeeef?~A.  There  may  he  some  danger,  but  that  is  one  of  the  thin^ 
that  each  man  approaches  with  a  little  of  his  own  natural  bias.  I  think  when  one  is 
inclined  to  favor  public  ownership  of  these  instrumentalities  it  is  easier  for  him  to 
believe  there  will  not  be  trouble;  if  he  is  pretty  skeptical  about  it  he  is  apprehensive 
of  trouble. 

PROTBCTION  OF  INVESTORS;  IF  MSN  WILL  BUT,  THBT  WILL. 

Q.  (Bv  Mr.  Fabquhab.)  A  few  minutes  ago  we  called  your  attention  to  the  fact 
that  witn  your  restrictive  laws  you  could  not  safeguard  your  citizens  from  being  taken 
in  by  these  overcapitalized  corporations  of  other  States;  what  protection  cotud  jrou 
offer,  do  you  think? — ^A.  I  have  found  it  pretty  hard  to  prevent  people  from  being 
foolish  enough  to  buy  what  they  want  to  buy.  If  every  State  in  the  Union  will  see 
to  it  that  these  mischievous  and  misleading  infiuences  are  not  created,  well  and  good; 
and  if  they  create  them,  I  do  not  see  any  way  of  preventing  a  careless  man  from 
buying  shares  in  some  fake  copper  mine  oiganized  in  some  far-away  State,  or  in  some 
fake  manufacturing  scheme  that  will  go  all  to  pieces  for  lack  of  sound  management, 
or  for  lack  of  market,  or  for  lack  of  capital  enough  paid  in.  As  a  lawyer,  I  do  not 
see  how  you  are  going  to  prevent  a  man's  spending  a  hundred  dollars  of  his  money  for 
a  pretty  piece  oiengraving,  unless  it  is  an  absolute,  palpable  fraud,  if  he  is  so  foolish 
as  to  do  it. 

Q.  It  may  be  your  view  that  the  only  way  to  save  the  public  from  great  harm  in 
that  is  to  nave  several  of  these  trusts  go  to  pieces  and  aiscredlt  the  whole  system 
before  the  people.  Is  that  your  idea? — A.  It  may  be  that  will  be  the  only  way  to 
teach  the  lesson. 

Q.  (By  Mr.  Bmtth.)  You  think  experience  will  be  the  best  teacher? — A.  So  far  as 
the  investing  public  is  concerned  I  confess  I  do  not  see  anything  to  prevent  them 
from  buying.  I  see  ways  of  guarding  the  public  generally  against  the  indirect  con- 
sequences of  overcapitiuization,  as  I  have  said,  so  far  as  overchaiges  are  concerned, 
and,  incidentally,  so  far  as  undesirable  combination  is  concerned;  out  when  it  comes 
to  guarding  them  against  buying  and  selling,  I  do  not  see  any  way  of  doing  it. 

THB  TBNDBNCY  TO  COMBINATION  IS  NATURAL,   BUT  IS  UNDULY  OTIMULATBD  WHBN  A 

PBOFIT  CAN  BB  MADB  BY  OVBBCAPTrAUZATION. 

Q.  Do  you  think  for  the  last  15  or  20  years  it  has  been  the  trend  of  matters,  with 
the  exception,  of  course,  of  1892  to  1805,  to  run  into  this  combination? — A.  Very 
much. 

Q.  Men  do  it  as  a  natural  tendency  in  business  rather  than  something  artificial? — 
A.  I  think  it  is  both.  I  think  it  is  a  natural  tendency  of  business,  and  I  think  that 
natural  tendencv  is  unduly  stimulated  bv  the  opportunities  of  the  corporate  or  trust 
oiganization.  As  far  as  it  would  natural!  v  go,  in  the  interests  of  business  and  cheap 
production,  one  would  hardly  care  to  object  to  it  It  is  only  when  its  speed  is 
greatly  accelerated  by  men  anxious  to  secure  overcapitalization  and  profits  tnat  it  is 
a  bad  thing. 

INVXSrOBS  CAN  NOT  WBLL  BB  PROTBCTBD  IF  fiTOCK  IS  PERHnTBD  TO  BB  WATBREU. 

Q.  (By  Mr.  Clarke.)  Since  the  public  have  so  laraely  become  investors  in  the 
stock  or  securities  of  private  business  corporations,  €k>  you  not  think  the  time  has 
come  when  some  way  ought  to  be  contrived  to  protect  investors  as  well  as  purchasers 
of  the  things  produced  by  these  corporations? — A.  I  always  welcome  every  move- 
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ment  toward  protecting  the  community  against  oppression  and  fiaad  in  the  ponte: 
of  valueless  thin^,  yet  I  do  not  easily  see  the  way  to  do  it 

Q.  You  think  it  is  a  consummation  devoutly^  to  be  wished? — A.  I  do;  bat  I  thisk 
if  the  stuff  is  once  permitted  to  be  created  it  is  going  to  be  more  difficult  tuM& 
way  to  forbid  anyboay  who  wishes  to  spend  his  money  in  that  way  to  buj  it  Pre- 
vent it  from  being  isBued  in  the  start  and  turn  on  the  light,  but  leave  the  free  AiKii- 
can  citizen  to  buy  if  he  will.  If  he  wants  to  be  gulleOi  I  do  not  think  it  is  going  t^ 
be  easy  for  the  legislature  to  prevent  him. 

DIFPICULTIIES  OF  SFATB  fiBGCLATION — INTBRarTATB  COMMERCE. 

Q.  I  suppose  you  recognize  the  great  difficulty  of  bringing  all  of  the  45  State  c4 
this  Union  up  to  the  hign  standard  of  preventing  overcapitalization?— A.  Idoat 
pee  how  it  is  going  to  be  possible  to  do  it  short  of  a  miracle  in  the  way  of  pA 
opinion. 

Q.  I  presume  you  recoenize  that  it  will  be  extremely  difficult  for  the  anthoritie?ii 
any  one  State  to  efficiently  supervise  the  issues  of  stock  in  corporations  whose  tm- 
ness  is  in  some  remote  part  of  the  Union.  For  example,  if  Florida  in  thesoatheaEtm 
part  of  the  Union  should  undertake  to  grant  a  charter  and  supervise  the  isosit 
stock  to  a  (!ompany  like  the  Federal  Steel  Company,  whose  i>roperty  is  in  Iflinc*^ 
Ohio,  and  Mmnesota,  do  you  think  the  State  officers  in  Florida,  however  efSci^ 
able,  and  honest,  would  be  able  to  grapple  with  the  problem? — A.  I  veiy  moch  ^ 
they  would  not  always.  Of  course  some  of  the  far  Western  States  would  be  ine^ 
a  worse  predicament,  because  thev  are  not  as  well  equipped  perhaps  with  men  ci^e* 
))oteut  to  deal  with  it  in  some  of  these  States  as  Florida.  . 

Q.  Since  the  business  of  these  great  combinations  of  business  is  so  largelv  coDceiii» 
with  interstate  commerce  (I  have  in  mind  companies  which  own  railroaos  as  a  ina« 
incident  to  their  manufacturing,  but  these  railroads  extend  over  more  than  one  Sc^ 
has  your  attention  been  given  to  the  idea  that  the  very  extent  of  the  business  of  th^ 
private  corporations  might  make  them  amenable  to  Federal  legislation  under t^ 
interstate-commerce  law  or  something  of  that  sort? — A.  1  have  never  undertafceD  k- 
get  at  the  bottom  of  the  present  constitutional  power.  I  do  not  believe  the  matw 
will  ever  be  dealt  with  satisfactorily  by  46  or  more  different  States.  ^^  ^^  ^  ^ 
dealt  with  in  any  wholesome  or  healthy  way,  I  do  not  believe  it  can  be  done  by^- 
ting  the  different  States  to  do  what  Maasacnusetts  has  done,  because  when  seveiv 
have  done  it  the  temptation  will  be  so  great  to  some  small  State  to  stand  oat  u»f 
all  the  reward. 

Q.  (By  Mr.  Farquhar.)  Just  as  New  Jersey  did?— A.  Suppose  all  except  Dew^ 
and  Idaho  had  done  it  and  the  efforts  of  all  the  combinations  were  brought  to  «* 
on  Delaware  and  Idaho;  we  should  never  get  such  legislation  through,  in  my  opuu^ 

(Testimony  closed.) 
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Washington,  D.  C,  Decem^ter  i^,  1899. 

TESTIMONY  OF  MB.  JOHN  E.  BOS  PASS08, 

AUomey  at  law,  No,  fO  Broad  «treei,  New  York, 

The  commission  met  at  10.35  a.  m.,  Vice-Chairman  Phillips  presiding.  John  R. 
Dos  Passos,  esq.,  was  introduced  as  a  witness,  and,  having  duly  affirmed,  testified  as 
follows: 

Mr.  Phillips.  Governor  Harris,  of  Ohio,  has  kindly  consented  to  be  in  the  chair 
to-day.    I  shall  be  pleased  if  Governor  Harris  will  take  the  chair. 

Q.  (By  Mr.  Jenks.)  Will  you  kindly  give  your  full  name  and  address? — A.  John 
R.  Dos  Passos,  New  York,  No.  20  Broaid  street. 

Q.  What  is  your  profession? — A.  I  am  a  lawyer. 

Q.  I  understand  tnat  you  have  already  prepared  some  general  statement  that  you 
would  like  to  make  to  the  commission  with  reference  to  legislation? — A.  An  oral 
statement;  yes. 

Q.  We  shall  be  glad  if  you  will  give  that  in  your  own  way. — A.  Thank  you. 

LAWS  SHOULD  BE  PREPARED  BY   OOMMI88IONBR8 — TOO  MANY   LAWS. 

Mr.  Chairman  and  Gentlemen  of  the  Commission:  I  appear  before  you  this 
morning  to  make  some  observations  upon  th^  legal  and  historical  aspect  of  the  ques- 
tion of  the  aggregation  of  capital,  whether  that  capital  be  represented  in  money,  in 
goods,  or  in  labor.  Because  of  its  immaturity,  I  am  here  to  endeavor  to  rescue  this 
subject  from  the  domain  of  law,  where  it  does  not  belong,  and  place  it  in  the  field  of 
speculation  and  thought  and  political  economy,  where  it  does  belong. 

I  appear  here  as  the  representative  of  no  corporation,  of  no  agffr^»ted  interest,  or 
of  no  individual,  and  the  opinions  and  views  which  I  shall  have  uie  honor  to  express 
are  entirely  my  own;  I  alone  am  responsible  for  them.  They  are  made  without  con- 
sultation with  anybody,  and  whatever  criticism  may  arise  from  the  observations 
which  I  shall  address  to  you  must  therefore  fall  upon  me  alone. 

I  congratulate  the  country  that  this  great  and  interesting,  not  to  say  absorbing, 
(question  has  fallen  at  last  into  a  legitimate  place  of  discussion,  and  that  this  commis- 
sion, composed  of  individuals  chosen  from  all  the  walks  of  life,  is  to  sit  here  and  to 
hear  everything  that  anybody  wIsIaCS  to  say,  and  to  report  their  conclusions  upon 
the  facts  in  shape  for  definite  action.  I  reeard  it  as  of  the  greatest  importance  to 
this  coimtry  that  questions  of  this  kind  should  primarily  pass  through  the  ordeal  of 
a  commission.  If  they  are  left  in  the  hands  exclusively  of  politicians  very  much  is 
said  of  an  extravagant,  emotional  and  sensational  character,  and  the  results  which 
accrue  from  such  a  method  of  inc^uiry  and  examination  are,  in  a  general  way,  unsat- 
isfactory to  the  reasonable,  thinking  people  and  the  important  business  interests  of 
the  country.  Whatever  is  filterea  through  this  commission,  I  believe,  after  its 
t'xhaustivt  and  laborious  study  of  the  questions  involved,  will  be  of  service  to  the 
whole  country.  And  permit  me  to  remark  at  the  outset  that,  in  my  opinion,  it 
would  have  been  very  much  better  for  the  interests  of  this  country  if,  instead  of  pass- 
ing the  interstate-commerce  law,  the  Congress  of  the  United  States  had,  in  the  first 
instance,  ap[)ointed  a  commission  to  inquire  into  the  needs  and  necessities  of  the 
transportation  and  railroad  interests  before  they  rushed  to  pass  a  bill,  which  is  the 
most  remarkable  piece  of  legislation  that  has  ever  emanated  from  any  parliamentary 
or  congressional  body,  and  from  which  the  corporate  interests  involved  in  that  field 
have  only  been  saved  from  destruction  by  the  exceedingly  conservative  manage- 
ment which  has  characterized  the  actions  of  the  gentlemen  who  have  had  charge 
of  the  Interstate  Commerce  Commission. 
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try  to  make  this  perfectly  clear.  All  of  the  stock  of  the  six  corpomtions  is  depo^r!<d 
with,  Kay,  one  pernon,  and  that  person  issues  a  receipt,  called  a  trust  certified.  :f 
which  tne  tH^n^on  rei^eiving  the  trust  certificate  is  entitled  to  a  defined  intere^x  i^ 
tlier(>in  stated,  in  the  properties  of  those  six  compaoies,  whose  shares  havt  bcss 
lodged  with  the  trustee. 

A  trust  was  not  a  novel  proposition  when  it  was  introduced  into  dealings  in  n?- 
iK>ration  shares.  It  was  the  application  of  an  old  principle  of  law  to  new  conditkib. 
The  ohject  of  it  was  this:  To  keep  people  who  haa  no  business  to  know  from  kiK'>- 
ing  the  secrets  of  that  trust.  That  is  the  object  of  a  trust  (a  perfectly  innocent  &rt 
a  i>erfectly  laudable  object,  in  my  estimation).*  If  they  haa  formed  one  corporatl.>a 
and  put  the  six  constituent  companies  into  one  corporate  body,  it  would  have  bt^j 
heralded  to  the  world,  and  the  world  would  have  had  the  riffht  to  eo  into  thecouDt.* 
clerk'H  office,  or  the  office  of  some  officer  entitled  and  authorized  to  receive  tb»r 
pai)ers,  and  to  look  at  them.  The  object  of  the  creation  of  the  trust  was  to  avoid  t^ 
puolicity,  and  therefore  they  had  a  trust  agreement,  which  was  deposited  in  thes^k 
of  the  trui^tee,  and  nobody  knew  anything  about  it,  except  the  beneficiaries— thai  is. 
the  persons  holding  the  trust  certificates. 

Now,  if  the  learned  chairman  here  had  had  an  interest  in  one  of  these  coinpaLk«. 
he  would  have  received  a  stock  or  a  trust  certificate,  and  that  trust  certificate  w^o: 
have  entitled  him  to  receive,  at  the  proper  time,  dividends,  and  ultimately  to  nfcirivr 
his  proportion  of  the  principal.    That  would  have  been  the  right  of  the  holder. 

Tne  beneficiary,  or  the  cestui  que  trust,  or  holder  of  the  trust  certificate,  had  stali 
times  the  right  to  walk  into  a  court  of  eauity  and  demand  that  all  of  the  bosio*^ 
conducted  by  the  trust  should  be  opened  to  his  eyes  and  should  be  accessible  to  hb 
inquiries. 

The  only  two  large  industrial  corpK>rations  which  resorted  to  that  system,  whic^  I 
will  call  ancient  procedure  and  ancient  law,  were  the  Standard  Oil  and  the  Sc^i: 
TruHt.*  Through  the  enforced  decrees  of  courts,  which  declared  such  trusts  moDop> 
lies  and  against  public  policy,  they  gave  up  the  form  of  trusts  and  they  assumed  tk 
form  of  corporations,  and  when  tne  Sugar  Trust  divested  itself  of  this  exterior  gv- 
ment,  and  when  the  Standard  Oil  Company  divested  itself  of  its  exterior  ganoent 
known  as  a  trust,  it  did  not  affect  the  vital  Dody,  it  did  not  affect  the  corpus^;  it  *ii  i 
not  affect  the  real,  substantial  objects  involved  m  the  trust,  but  they  simply  pat  un 
other  suits  of  clothes,  and  appeared  in  the  community  in  the  new  garments. 

The  word  "  trust  '*  must  therefore  be  discarded  in  tne  discussion  of  these  queetioo?. 
now  and  forever;  because  the  courts  have  set  their  seal  of  condemnation  upon  it,aiHi 
they  require  that  people  who  have  in  view  the  aggregation  of  capital  shall  now  coo- 
sun'iinate  it  through  the  instrumentality  of  a  corporation;  and  m  diseossing  tbew 
questions  we  must  dismiss  this  word  **  trust"  as  meaningless  and  uselesB.' 

now  GREAT  A  CAPITAL  IS  PBENICIOCS? — IN   WHAT  HANDS? — PDT  TO   WHAT  Cstf 

A\'e  then  arrive  at  the  question  as  to  what  was  the  meaning  and  intent  of  Oweres 
in  the  appointment  of  the  commission,  and  what  is  the  meaning  and  intent  of  thf 
public  uiscussion,  which  has  gone  on  from  one  end  of  this  country  to  the  other,  upc* 
the  question  of  a^regated  capital.  It  means,  so  far  as  I  comprel^end  the  question- 
and  I  want  to  state  it  as  broadly  as  possible,  so  that  not  even  tne  most  dilettante  critir 
can  fimi  fault  with  the  definition — that  certain  oi^ganizations,  or  certain  people,  or 
certain  writers,  contend  that  the  aggregation  of  capital  is  pernicious  or  detrimeotsi 
to  the  public  welfare  and  the  public  good,  and  they  Uierefore  ask  this  commissioDt 
as  tlu'v  have  asked  the  courts,  under  the  le^slation  which  is  already  existing,  to 
come  forward  and  help  to  forever  stifle  this  evil. 

Now,  gentlemen,  I  want  you  to  observe  that  the  advocates  of  legislation  agaio^ 
a^grt^^ted  capital  have  not  put  their  views  into  definite  form,  and  there  is  the  diffi- 
culty in  discussing  the  question.  Let  me  try  to  give  to  their  vague  theories  a  **io^^ 
habitation  and  a  name.''  Let  me  strive  to  make  a  postulate  for  the  people  vh<' 
oppoHe  aggregated  capital  that  will  form  a  basis  of  discussion — historic,  moral,  legale 
or  religious,  if  you  please.    Let  me  create  an  issue. 

Aggregated  deipital  is  wrong,  is  pernicious.  What  is  meant  by  that?  There  ^ 
three  things  that  must  be  looked  into  in  approaching  this  question;  namely,  (D  t^^ 
amount  of  capital  intended,  (2)  the  person  in  whose  hands  the  capital  is  vested,  ^ 
(3)  the  use  to  which  the  capital  may  be  put 

rs^ow,  let  us  follow  this  arrangement  and  see  whether  there  is  any  intelligent  baa? 
made  by  these  advocates,  and  1  will  put  them  all  in  one  class— newspapers,  politic' 
organizations,  writers,  and  everybody  else;  is  there  any  intelligent  or  sufficient  infor- 
mation vouchsafed  which  covers  these  three  important  points? 

'See  Mr.  Allen,  p.  1179.  „^ 

2Hco  the  plan  of  organization  of  the  Whisky  Trust,  p.  198.    As  totheNAtional  Lead  Trust,  see  p.I» 

As  lo  rooiganizaiion  ol  the  Americau  Cotton  Oil  Trust,  see  Von  Halle,  Truste  or  iu'lostrial  Own«»" 

tiods  ill  tho  United  States,  p.24tt. 
»4>ocMr.  Alleu,p.ll79. 
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First,  the  amount  of  the  capital:  second,  the  person  who  is  to  use  the  same;  and 
third,  the  use  to  which  the  capital  is  to  be  put. 

Now,  let  us  see  as  to  the  amount  of  the  capital.  How  much  capital  is  pemicioui^ 
Is  a  million  dollars  capital,  aggregated  in  the  hands  of  a  corporation,  pernicious;  or  is 
2  millions;  or  is  5  millions;  or  is  10  millions;  or  is  50  millions;  or  is  100  millions? 

You  can  not  discuss  questions  of  proposed  legislation  unless  you  have  fixed  princi- 
ples, and  information  to  go  by.  You,  sitting  nere  as  intelligent  inquirers  into  the 
truth,  goine  to  the  bottom  of  things,  must  have  facts.  You  can  not  predicate  legisla- 
tion upon  doubt  and  uncertaintv.  You  must  be  able  to  sa^r  that  a  million  dollars 
is  pernicious,  or  5  million  dollars,  or  20  millions,  or  50  millions,  or  100  millions. 
Which  is  it? 

Those  who  oppose  aggregated  capital  have  never  yet,  so  far  as  my  observations  are 
concerned,  or  so  far  as  mv  research  has  gone,  answered  that  question  intelligently,  or 
ans'wered  it  at  all.  In  met,  that  is  a  problem  which  this  body  is  left  to  solve  upon 
mere  h3rpothesis. 

Then  the  second  one;  the  person  in  whom  the  capital  is  vested.  Is  100  millions  of 
dollars  more  pernicious  in  the  bands  of  a  corporation  than  in  the  hands  of  a  partner- 
ship; is  50  millions  of  dollars  more  pernicious  in  the  hands  of  a  partnership  than  in 
the  hands  of  an  individoal?  Will  tne  opponents  of  aggregated  capital  answer  these 
questions  to  this  commission?  They  need  not  trouble  Uiemselves  with  answering 
them  to  me.    Will  they  answer  them  to  this  commission? 

Are  you  prepared  to  sa^,  gentlemen,  that  you  will  allow  an  individual  in  this  com- 
munitv  to  nave  100  million  dollars,  but  will  deny  the  same  right  to  a  corporation? 
Now^  let  us  see  where  that  will  lead  vou  to.    Let  us  follow  this  question  down  to  a 
l^itimate  business  result,  and  that  is  all  I  ask.    Don' t  let  us  get  into  the  realm  of  speo- 
ulative  discussion  because  I  am  here  to  ''talk  facts."    Are  you  prepared  to  say  that 
you  will  eive  an  individual  the  rieht  to  hold  100  million  aollars  in  his  one  pair  of 
hands  and  you  will  deny  that  right  to  a  corporation?    Now,  let  us  see  where  that 
would  lead,  if  you  have  reached  such  a  conclusion,  which  I  ao  not  believe  that  you 
have.    The  capital  of  a  corporation  is  divided  into  many  parts — shares  and  bonds,  or 
one  or  both.    The  corporation  capital  would  not  be  owned  by  1  person;  it  would  not 
be  owned  by  10  persons;  it  would  not  be  owned  by  fewer  than  1,000  persons;  in 
many  cases  it  would  be  owned  by  10,000  persons — 10,000  shareholders  or  bondholders 
of  small  capital  and  small  means,  who  put  their  money  into  that  concern  for  the  pur- 
pose of  reaping  a  reasonable  rate  of  interest  through  the  instrumentality  of  dividends, 
and  in  their  belief  that  the  arareeation  should  result  in  something  profitable.    Now, 
suppose  you  deny  10,000  people  tne  right  to  participate  in  aggregated  capital,  and  you 
anord  that  right  to  1  individual  who  can  congregate  in  his  hands  that  vast  and  enorm- 
ous sum  of  mone}^.    Would  that  be  just  or  logical?    I  am  giving  no  expression  of  my 
own  humble  opinion  about  these  questions;  I  am  simply  opening  up  this  subject,  and 
showing  you  how  difficult  your  mission  is — ^to  propose  laws  in  the  absence  of  such 
vital  knowledge. 

Very  well;  now,  let  us  go  another  step:  Third,  what  is  the  use  to  which  the  money 
can  be  put?  Is  it  pernicious  that  100  million  dollars  should  be  invested  in  railroads? 
Is  it  pernicious  that  100  million  dollars  should  be  invested  in  transportation,  canal 
companies,  insurance  companies,  banks,  and  real  estate;  is  that  what  they  sav?  We 
have  no  light  on  this  auction.  Has  anybody  appeared  before  this  honorable  com- 
mission who  advocated  laws  which  were  calculated,  as  they  say,  to  choke  to  death 
this  modem  monster  called  '^ aggregated  capital'*  without  giving  some  information 
upon  this  point?  Has  anybody  come  before  this  commission  and  given  it  data  which 
will  enable  the  reasonable  mind  to  come  to  an  honest  conclusion  in  respect  to  the  use 
to  which  capital  should  be  limited?  Will  you  say  that  a  corporation  can  not  put 
100  million  dollars  in  the  organization  of  a  manufacturing  business?  Will  you  say 
'  that  it  shall  not  put  100  million  dollars  in  real  estate?  Will  you  say  that  a  corpora- 
tion formed  in  New  York  with  100  million  dollars  for  the  purpose  of  irrigating  the 
lands  in  Texas  or  in  Arizona  is  illei^l,  and  at  the  same  time  allow  100  million  dollars 
to  go  into  the  banking  business  or  into  the  insurance  business?  Where  is  the  line  of 
demarcation  to  be  drawn;  where  will  you  b^in  with  the  chalk,  as  Mr.  Burke  says, 
and  mark  the  line  that  separates  the  pernicious  from  the  commendable  or  proper 
employment  of  capital? 

These  vital  points  are  not  answered,  so  far  as  I  have  been  able  to  see,  and  they 
must  be  answ^ered  before  you  can  make  any  intelligent  law;  and  the  reason — and  I 
shall  approach  that  hereafter — why  similar  laws  have  not  been  executed  is  that  they 
never  were  comprehensively  studied  by  the  l^slators  and  the  subjects  profoundly 
discussed;  but  the  legislators  madly  dashed  to  the  work,  threw  ink  upon  paper,  and 
called  it  a  statute  and  legislation,  and  they  asked  the  courts  to  enforce  it — enforce  a 
statute  based  upon  doubt  and  guess  and  speculation  and  against  the  natural  laws  of 
trade  and  business. 
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I  wifib  to  impresB  upon  this  commiaBion  that  I  am  flearchinff  for  truth,  as  tbej  sc 
I  have  no  other  motive;  I  will  not  allude  to  that  again;  but  I  have  no  other  mc^nt 
in  addreeeing  this  commiaiion  except  to  get  at  the  exact  truth.  Fersonallv,  it  i§ 
immaterial  whether  ^rou  legislate  against  aggre^ted  capital  or  whether  you  do  frrc 
it  is  utterly  immaterial,  so  far  as  mv  personal  mterests  are  concerned.  *  Bat  I  la 
here  before  you  to-day  as  a  citizen  of  the  United  States,  proud  of  the  countrv,  dear- 
ous  of  doin^  everything  to  preserve  its  institutions  intact,  in  their  original  spsiit  U' 
advance  it  m  the  estixnation  of  the  world,  and  in  our  own  estimation. 

AGGRBOATED  CAPrTAL  NOT  FVEinCIOUS  UNUBBS  AOOOMPA3STED  BT    MONOPOLT. 

Now,  let  me  again  try  to  formulate  some  postulate  for  these  people.  Thev  saj  ihai 
aggregated  capital  held  by  a  corporation  for  the  purpose  of  manumctnring  of  b<Bi>e« 
or  commerce  is  pernicious  and  aetrimental  to  pubhc  interests.  I  can  not  undertakr 
to  give  the  langua^  which  has  been  used  by  some  of  the  orators  in  portraTing  the 
dn«dful  future  which  is  in  store  for  this  country  if  aggregated  capital  is  pennitted  t»> 
exint.  Adopting  this  formula:  '*  Is  agmnted  capital  in  the  hands  ol  corpoistiou 
detrimental  to  the  interests  of  society?^    On  what  grounds?  ^ 

Q.  (By  Mr.  Jsnks.)  Can  you  give  us  any  authority  in  writing  or  anv  book,  or  dsr 
us  to  anv  law  of  any  State,  that  will  uphold  that  proposition  yon  huTe  j^  l*>i 
down? — A.  Which  proposition? 

Q.  That  a^regated  capital  in  corporate  form  for  manufacturing  porpoees  or  com- 
mercial ujtes  is  detrimental  to  society? — A.  I  can  only  say  they  do  not  pat  that  in  tbe 
statute,  but  if  vou  will  go  back  to  the  speeches  anterior  to  the  passage  of  the  Shenwi 
Act  you  will  nnd  that  was  the  aim. 

Q.  The  quefttion  was  this,  Whether  in  any  statute  passed  by  any  of  the  States,  cr 
the  Ignited  States,  this  proposition  seems  to  be  upheld?  There  may  have  been  ecat 
spoei'hes  l)eforehand  in  which  it  was,  but  in  all  these  statutes  waa  not  the  propoa- 
tion  laid  down  that  this  aggr^ated  capital  must  in  itself  become  a  monopoli^ — A  I 
am  going  into  that. 

Q.  (By  Mr.  Farquhail)  Is  that  not  covered  in  the  Texas  case?->A.  Yes,  the  Tens 
caHe;  but  let  me  answer.  The  legislation  is  drawn  in  general  terms,  but  the  theorj 
of  the  authors  of  the  legislation  does  not  appear.  Heaven  forbid!  Because  there 
would  not  be  room  enou^^h  in  the  law  libraries  to  put  it  in;  but  if  yon  will  go  to  the 
language  of  the  courts  which  construe  the  statutes,  and  if  vou  will  go  to  the  umgui^ 
of  the  leffiHlatora  when  they  passed  them,  then  you  will  mid  an  answer  to  that  qpes- 
tion;  and  if  you  will  go  to  the  platforms  of  the  various  political  parties,  and  if  job 
will  go  to  the  Hpeeches  of  the  various  political  orators,  you  will  find  a  perfect  aosvcr 
to  that  question. 

Q.  (Hy  Mr.  Jbnes.)  Can  you  cite  us  to  any  decision  of  any  court  that  attuis 
aggregated  capital  in  corporate  form  used  for  manufacturing  or  conunercial  purposes 
unlesH  the  court  goes  f urtoer  and  finds  that  this  capital  is  employed  for  the  purpose  of 
MH*uring  a  monopoly? — A.  No,  I  do  not  recall;  but  I  do  recall  this,  that  one  of  the 
obje<*tH  of  your  aeliberation  is  to  furnish  the  means  by  which  the  aggr^ated  capitii 
shall  be  forever  souelched.  That  is  what  I  am  aiguing  about  Never  mind  the  put 
I  will  show  you  tnat  the  present  laws  do  not  amount  to  very  much;  not  that  I  am 
speaking  contemptuously  of  them,  but  I  mean  that  these  very  laws,  which  I  shall 
snow  you,  are  aimed  against  the  laws  of  nature.  When  you  legislate  against  the 
moon,  you  are  getting  a  pretty  difficult  proposition  to  carry  out — wnen  you  ask  an  in- 
junction to  compel  it  to  rise  a  little  earner  or  to  go  down  a  little  later.  No,  sir;  I  do 
not  find  any  cases  which  hold  that  aggregated  capital  is  pernicious  to  society,  unles 
it  carries  in  its  train  a  monopoly,  and  tnat  is  just  where  lam  going  now. 

Q.  (By  Mr.  Stimson.)  The  corporation  statutes  of  a  gnreat  many  States  do  limit  the 
amount  of  capital  of  corporations  under  the  theory  that  the  laige  amount  is  not 
taxed?— A.  Yes,  that  is  true;  that  is  exactly  true. 

meanings  or  "monopoly.'' 

It  is  said  that  aggregated  capital  is  pernicious  because  it  creates  a  monopoly,  and 
therefore  we  must  advance  one  step  further  in  the  discussion,  and  try  to  discoTW 
what  a  monopoly  is.^  Definitions  are  the  thing  that  you  gentlemen  want;  they  are 
like  the  landmarks  on  a  dark  night  when  you  see  the  white  stones  along  the  road 
as  you  are  drivinff  your  horses  through  perilous  paths  difficult  to  discover  withoot 
some  mark  to  go  by.  But  if  you  allow  yourselves  to  be  overwhelmed  in  a  sea  of 
8j)eculation,  without  any  chart,  without  any  definite  notion  of  where  you  are  goin^ 
simply  drifting  around,  you  will  accomplish  nothing.  ^  Therefore,  aiigiiing  this  mat- 
ter as  a  lawyer,  I  am  looking  upon  questions  of  definition  as  of  primary  importance. 

1  See  Mr.  Allen,  p,im 
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Now,  ''monopoly"  has  a  l^gal,  it  has  a  grammatical,  and  it  has  a  historical  mean- 
ing. The  legal  and  grammatical  meaning  of  the  word  monopoly  is  the  same;  it 
must  be.  A  monopoly,  according  to  the  dictionary,  is  the  exclusive  privilege  of 
traffic — "the  exclusive  possession  of  anvthing  as  a  commodity  or  a  market."  It  is 
an  exclusive  privil^e,  resting  in  the  nands  of  one  person  or  corporation,  to  the 
exclusion  of  everybwiy  else;  and  to  comprehend  a  monopoly,  you  must  be  able  to 
understand  that  there  can  exist  no  monopoly  unless  it  is  exclusive.  That  is  the 
whole  basis  of  it.  This  word  monopoly  received  a  si^ificance,  and  a  great  emphasis, 
in  the  time  of  Elizabeth.  She  gave  out,  as  Hume  will  tell  you — and  I  am  not  going 
into  that  part  of  history,  except  to  refer  to  it,  so  that  if  anybody  wishes  to  pursue  the 
subject  he  can  do  so — Hume  tells  us  that  Queen  Elizabeth  gave  out  these  exclusive 
monopolies  to  various  courtiers  in  return  for  favors.  She  did  not  incorporate  com- 
panies: they  were  not  heard  of,  not  thought  of,  not  dreamed  of  in  her  time;  but  she 
took  John  Smith  and  John  Jones,  and  she  said,  "Hereafter,  you  are  to  have  the 
exclusiYe  privilege  of  manufacturing  or  selling  tobacco  in  the  Kingdom  of  England, 
and  noboay  else  can  do  it;"  and  every  dictionary  will  tell  you  that  that  is  the  pres- 
ent meaning  of  monopoly. 

We  lawyers,*  brought  up  on  the  milk  of  Blackstone,  absorbed  a  prejudice  against 
monopolies  to  such  an  extent  that  when  you  mention  monopoly  to  a  lawyer  it  is 
precisely  like  waving  a  red  flag  before  a  bull.  It  is  a  fundamental  basis  of  a  lawyer's 
education  to  oppose  monopolies.  But  there  have  existed  in  this  country,  with  but  few 
exceptions,  to  which  I  shall  refer,  no  monopolies  since  its  oiganization,  and  therefore 
the  use  of  the  word  monofNoly,  in  the  legal  and  in  the  ^mmatical  sense,  must  be 
discarded  from  this  discussion;  it  has  no  business  here;  it  has  no  technical  meaning 
when  anplied  to  aggregated  capital.* 

But  there  are  two  monopolies  which  may  still  exist.  There  is  a  monopoly  in 
patents.  The  people  of  the  United  States  have  seen  fit  to  say  that  when  a  man 
invents  a  process,  which  goes  through  the  ordeal  of  the  Patent  Office,  and  is  regarded 
as  being  a  practical  invention,  he  maXl  have  the  privilege  for  17  years  of  using  it  for 
his  own  sole  and  exclusive  benefit. 

In  all  their  furious  denunciations,  in  all  the  extreme  criticisms  to  which  the  oppo- 
nents of  aggregated  capital  have  gone,  I  have  not  seen  any  suggestion  that  we  should 
repeal  the  patent  laws.  So  that  if  someone  were  to  discover  a  process  by  which 
he  could  make  a  loaf  of  bread  out  of  a  stone  for  1  cent,  and  he  would  rum  every 
baker  in  the  world  and  ruin  eveiy  miller  in  the  world,  there  is  not  one  voice  which 
would  be  raised  against  the  granting  of  such  a  patent.  And  yet  the  patentee  would, 
Jove-like,  armed  with  thunder,  have  in  his  hands  all  that  tremendous  power,  directly 
from  the  Government  of  the  United  States  itself;  before  which  power  the  monopo- 
lies granted  by  Queen  Elizabeth  to  her  favored  courtiers  would  sink  into  absolute 
insignificance. 

That  is  the  kind  of  monopoly  that  exists;  and  in  your  deliberations,  gentlemen,  you 
must  very  carefully  weigh  this  question — as  to  how  far  you  can  restrict  the  use  of 
capital  in  the  aggregate  form  on  the  one  side;  and  at  the  same  time  allow  these 
extr&ordinary  patents,  becoming  more  and  more  extensive  as  science  advances,  to 
be  issued  by  the  Government  on  the  other. 

There  is  another  species  of  monopoly,  and  that  is  a  monopoly  in  the  form  of  a 
special  charter  granted  by  a  l^slature  or  by  the  National  Government.  That  is  a 
monopoly  in  a  certain  sense.  But  it  is  of  no  great  importance  in  this  discussion, 
because,  by  force  of  constitutional  provisions,  every  special  charter  which  has  been 
{[lant^  within  the  last,  I  should  say,  25  or  30  years — i  do  not  want  to  be  put  down  as 
if  I  were  actually  accurate,  but  withm  the  last  25  or  30  years — I  think  every  constitu- 
tion has  given  the  legislature  absolute  authority  to  peremptorily  revoke  cnarters,  so 
that  no  great  detriment  can  occur  to  the  community  through  their  ihstrumentality.* 
And,  as  a  matter  of  fisict,  almost  every  State,  if  not  all,  has  laws  which  enable  people 
to  become  incorporated  companies  through  their  general  laws;  and  it  is  unnecessary 
to  apply  to  the  legislatures  for  special  cnarters,  except  in  extraordinary  cases  and 
when  a  special  application  seems  to  disclose  a  peculiar  merit  in  the  enterprise.  So 
there  is  nothing  to  call  for  special  remark  about  special  charters. 

We  come,  therefore,  to  the  consideration  of  another  kind  of  monopoly — one  grow- 
ing out  of  existing  conditions,  and  the  meaning  of  which  one  can  not  find  in  his  dic- 
tionary; and  we  must  discard  l^al,  grammatical,  and  historical  monopolies  from  this 
part  of  the  discussion.  Driven  out  of  the  position  that  aggregated  capital  is  a  tech- 
nical monopoly,  its  opponents  have  assumed  another  one,  and  there  has  been  created 
what  I  shall  call  a  resulting  monopoly,  a  monopoly  in  fact,  and  that  I  would  define 
to  be  this— that  while  aggregated  capital  or  individual  wealth  or  partnership  wealth 

iSeeMr.  Allen,  p.  1180. 

'As  to  the  power  of  the  legislature  of  Delaware,  see  Mc  Smith,  p.  1120. 
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waa  not  peeking,  through  the  instrumentality  of  a  license  or  a  sp^ecial  preroearxr 
from  the  Goveniment,  to  exercise  certain  privileges,  to  the  exclusion  of  all  otLer  :*^> 
ple,  yet  that  the  influence  of  their  wealth  was  so  great  that  it  amount^^  to  a  virrnai 
monopoly.    TMh  is  a  monopoly  in  fact — a  monopoly  which  results'  from  a  tx»n*ijti.M 
of  things  existing.     Now,  that  is  the  monopoly  with  which  we  have  to  <it3&l  iiJ 
which  you  have  to  discuss,  and  about  which  you  nave  to  undertake  to  le-^zisiate.    Ttsu 
is  a  monopoly  in  fact,  a  new  monopoly  not  alluded  to  by  any  legal  writ^^rs  £>a  far  a«  I 
I  rememl)er,'  or  so  far  as  I  have  been  able  to  find,  but  a  new  meaning  to  the  wvd. 
''mono|M)ly''  which  has  grown  out  of  this  modem  cry  against  corporate  c^utal. 
and  it  in  claimed  that  if  the  aggregation  of  corporate  capital  is  accompliaUng  the  sanst 
thing  as  a  tivhnical  monopoly,  it  ought  to  be  suppressed. 

nK*nt>RY   OK  PARTNBRSHIPS,  LIMrFBD  PARTNEB8HIP8,  OORPORATIOXS*- 

This  brings  me  to  another  proposition,  and  that  proposition  is  this.  That  the  aesrrp- 
gated  capital  of  which  I  have  just  spoken  is  the  natural  result  of  commercial  c«-r.  l- 
tions;  not  only  the  natural  result,  out  the  necessary  result  of  exiting  conditions. 
And  when  you  undertake  in  your  deliberations  to  legislate  about  this  monopoly  in 
fact,  rememwr  that  I  claim  here — I  may  be  wrong,  my  individual  judgment  may  h»^ 
wrong — but  I  am  going  to  give  you  the  reasons  for  it,  and  you  will  see  whether  ttcy 
ap)K'al  to  your  judgnient  or  not.  I  claim  that  aggregated  capital  is  the  necer^ary 
and  natural  handmaid  of  advancing  commerce;  that  we  shoula  never  have  reacbei 
the  colossal  developed  condition  in  which  we  find  ourselves  unless  the  instromeo- 
talities  of  aggregated  wealth  had  aided  it. 

Now,  that  is  my  argument,  and  I  am  going  to  prove  it  in  this  way.  I  am  goii^  t*j 
show  you  the  hintory  of  general  and  limit^  partnership;  I  am  poing  to  show  y>>a 
the  history  of  corporations.  I  am  not  talking  at  random;  I  am  talking  by  the  N^^k. 
I  am  talking  by  tne  card  of  history.  If  history  misjudges;  if  we  can  not  consult  hi^ 
t^)ry  with  any  (legree  of  safety,  then  all  of  my  argument  must  fall  to  the  ground,  a>i 
the  fabric  w^hich  I  am  endeavoring  to  raise  here  must  cnm[ible  into  dust. 

The  question  of  partnership  is  tne  one  which  I  will  first  discuss.  The  communir^i 
of  goiwls  among  two  or  three  or  more  men  can  be  found  clearly  and  satisfactorily  ^^o 
far  back  as  (Jrecian  history.  You  will  find  that  in  Greece  they  had  what  ^ras  callr^i 
a  co!iimunion  of  goods.  Two  men  figured  that  their  individual  efforts  would  \^ 
ma<l(»  more  satisfactory  by  the  combination  of  putting  their  goods  together,  and  thpT 
fonne<l  what  was  called  the  communion  of  goods;  that  is  the  equivalent  of  theGrtek 
word  in  Knglish,  "communion."  Partnerships  existed  and  held  their  way  down 
through  the  various  gra<lations  of  universal  history  and  society  until  we  reach  oar 
English  history,  from  whence  we  draw  all  our  laws  and  our  customs  and  institutions, 
and,  in  fact,  almost  everything  else  of  value  in  our  national  life.  These  partnershij^ 
answered  their  purpose  as  long  as  partnerships  were  found  to  be  fit  and  pni{^ 
instrumentalities;  and  when  they  did  not  why  something  else  was  discovered.  A 
jmrtnership  was  all  very  well  so  long  as  it  could  furnish  nutriment  for  advancing 
mercantile  and  commercial  affairs;  but  you  can  see  at  once,  when  I  explain  the  dis- 
advantages of  partnerships,  that  when  we  b^i^an  to  develop  and  unfola  this  colosssal 
country  (and  this  development  is  alone  answerable  for  all  the  alle^^  sins  of  aggre- 
gated capital),  when  we  got  to  large  affairs  the  partnerships  would  not  answer. 

There  were  three  distinct  characteristics  in  every  general  partnership.  In  the  first 
place,  each  partner  was  liable  for  the  debts;  that  fact  circumscribed  its  operations  and 
utility.  Jonn  Jones  and  John  Smith  entered  into  a  partnership,  and  John  Smith 
was  answera])le  for  all  the  debts,  so  that  John  Smith  might  have  put  $100,000  into 
the  partnership  and  John  Jones  would  bring  the  firm  in  debt  to  the  amount  of 
$5(X),000,  and  John  Smith  was  liable ;  that  was  one  of  the  disadvantages  of  partner- 
ship. 

Another  disadvantage  was  this,  that  when  one  of  the  jmrtners  died  the  businessi 
was  at  an  end.  Death  dissolved  the  partnership,  just  as  it  does  marriage,  and 
although  the  firm  might  have  been  in  the  midst  of  a  flourishing  business,  the  death 
of  one  of  the  partners  immediately  canceled  it  and  stopped  it,  and  prostrated  the 
business. 

Of  course,  I  remember  that  lawyers  have  undertaken  to  provide  for  the  continua- 
tion of  a  partnership  after  the  death  of  one  or  more  of  the  partners,  but  alxnit  this 
attempt  at  continuation  the  average  man  argues  in  this  wise:  "Well,  I  donH  want  to 
continue  after  my  death;  I  have  a  widow  and  children,"  and  all  that;  and  there 
were  innumerable  difficulties  that  you  gentlemen  understand  yourselves  from  prac- 
tical experience.  Of  course,  when  you  undertook  to  grapple  the  problems  of  advance 
ing  American  commerce  with  the  instrumentalities  of  a  partnership  capital  it  would 
not  answer  at  all. 
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Then  there  was  another  element  against  the  partnership,  and  that  is  that  you  could 
not  bring  a  suit  against  the  partnership  without  suing  each  of  the  parties,  which  was 
very  disadvantageous.  You  could  not  sue  one  partner  only  for  a  partnership  debt; 
you  had  to  join  them  all,  and  serve  them  all,  if  you  wanted  an  individual  judgment. 
'  These  disadvantages  and  the  increasing  demands  of  commerce  required  us  to  advance 
a  step  farther,  which  we  did. 

In  Pennsylvania,  I  think,  the  first  step  was  taken  toward  the  introduction  of  a  new 
an<}  expanded  svstem  of  capital,  and  it  was  called  a  ** limited  partnership."  These 
were  originally  drawn  from  the  customs  and  laws  of  Italy,  and  then  transplanted 
into  France,  where  they  were  known  under  the  name  of  en  commandite,  and  they 
were  subsequently  introduced  into  the  United  States. 

Let  me  explain  what  a  limited  partnership  was.  I  do  not  mean  that  you  do  not 
know,  but  1  want  to  explain  it  as  a  part  of  this  discussion.  A  limit^  partnership 
was  a  inethod  by  which  a  man  entering  into  a  commercial  or  manufacturing  business 
could  limit  his  liability.  If  two  ^ntlemen  wished  to  enter  into  a  partnership,  and 
one  did  not  want  to  engage  in  active  business,  he  could  advance,  say,  $100,000  to  his 
associate,  who  was  the  general  partner,  and  escape  liability,  by  filing  a  certificate  in 
the  proper  clerk^s  oflBce  that  he  was  a  special  partner,  and  making  a  publication  in  the 
newspapers  and  having  it  put  on  the  sign  that  he  was  a  special  i)artner.  The  result 
of  which  was  that  he  was  enabled  to  engage  in  a  business  without  individual  liability 
beyond  the  sum  that  he  advanced  in  the  inception  of  the  enterprise,  and  the  whole 
responsibility  was  thrown  on  the  general  partner. 

Now,  in  France,  and  in  Pennsylvania  also,  to  a  certain  extent,  I  believe,  they 
allowed  shares — certificates  of  stock — to  be  issued  against  the  interest  of  the  partners, 
so  that  this  partnership  became  a  species  of  qua^i  corporation.  The  limited  partner- 
ship only  existed  for  the  time  mentioned  in  the  articles  of  copartnership,  but  the 
interest  of  each  partner  might  be  segregated  into  shares  and  negotiated  in  the  form 
of  a  certificate  of  stock.  They  allowed  them  to  be  issued  very  largely  in  France,  and 
there  were  some  very  extensive  litigations  there,  which  you  will  find  recorded  in 
Troubat  (Law  of  Limited  Partnership) ,  if  anybody  has  a  desire  to  investigate  the 
subject.  Yet  you  can  see  that  the  system  of  limited  copartnership  furnished  but  a 
very  meager  contribution  to  the  advancing  wants  of  commerce. 

The  ingenuity  of  the  Americans  was  great  enough  for  the  occasion,  and  out  of  those 
necessities  there  came  the  commercial  corporation.  The  commercial  corporation  as 
it  exists  to-day  was  never  developed  in  any  substantial  form  previous  to  the  year 
1850. 

You  will  find  that  the  first  book  on  corporations  was  published  in  1793  by  Kyd. 
But  it  was  altop:ether  limited  to  questions  of  municipal  corporations;  and  if  you  take 
the  books  of  Watkins  and  Grant  on  corporations,  ana  all  the  other  literature  on  corpo- 
rations, you  will  find  that  up  to  and  even  in  the  first  American  book  of  Angel  &  Ames, 
which  was  published  in  1831,  there  is  hardly  an  allusion  to  our  commercial  corpora- 
tions; and  it  was  not  until  about  1850,  when"^ commercial  corporations  came  in  vogue, 
that  one  discovers  anv  legal  literature  upon  this  subject.  The  first  manufacturing  act 
in  the  State  of  New  York  was  passed  in  1848;  it  was  known  as  the  **  Manufacturing 
act."  I  think  that  in  Pennsylvania  there  was  an  act  passed  a  few  years  later,  and  in 
Massachusetts  there  was  also  a  general  manufacturing  act.  I  do  not  know  the  date, 
but  about  that  time. 

When  the  railroad  system  of  the  country  was  introduced  and  began  to  be  used  we 
discovered  that  the  commercial  and  manufacturing  corporations  gradually  came  into 
vogue,  the  one  following  closely  in  the  wake  of  the  otner;  and,  through  the  instru- 
mentality of  general  laws,  3  or'4,  or  10  or  12,  or  any  number  of  persons,  might  get 
together  and  file  a  certificate  and  become  a  corporation.  The  tendency  of  corpora- 
tions, or  the  tendency  of  legislation,  was  at  first  to  narrow  the  limits  of  a  corporation; 
that  is,  the  amount  of  capital  which  they  were  allowed  to  have;  and  you  will  find, 
if  you  consult  the  law,  that  in  almost  every  instance  previous  to  1860,  when  the  war 
broke  out,  the  several  States  placed  limitations  upon  the  amount  of  corporate  capital. 
That  restriction  gradually  disappeared  until  to-day,  in  most  of  the  States,  in  almost 
all  of  what  we  call  the  commercial  States,  there  is  an  unlimited  amount  of  capital 
allowed,  so  that  several  individuals  may  now  get  together  and  fonn  a  corporation  and 
do  business  with  an  unlimited  capital. 

Now,  one  of  the  most  important  elements  in  the  discussion  of  this  question  is  to 
understand  what  a  corporation  is,  and  therefore  I  come  to  another,  the  third  defi- 
nition, I  think,  which  I  have  used  this  morning,  and  I  will  take  Blackstone's:  "A  cor- 
poration is  an  artificial  person  created  for  the  preserving  in  perpetual  succession 
certain  rights,  which  being  conferred  on  natural  persons  only,  would  fail  in  the  proc- 
ess of  time." 
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ADVANTAGBB  OK  A  CORPORATION. 


Let  US  Bee  what  the  efeence  of  a  corporation  is  and  how  capital  and  bosineaB  ^lifted 
from  a  general  partnership,  at  first  into  a  limited  partnersnip,  and  from  a  limited 
partnership  into  a  corporation.  Take  the  legal  history  of  partnerships,  limited  part- 
nerships and  corporations,  on  the  one  side;  take  the  history  of  commercial  expaosioii: 
take  the  history  of  territorial  expansion;  take  the  history  of  railroad  expaoaon,  ca 
the  other,  and  you  will  see  what  necessary  aids  they  were  to  each  other,  and  faow.s 
handmaids,  they  marched  together  toward  the  goal  of  commercial,  territorial,  lit^r- 
ar}',  moral,  and  religious  development  which  the  Almighty  has  destined  us  to  maA 
in  this  country. 

A  corporation  has  certain  functions,  and  let  me  show  you  what  they  are: 

First.  It  has  perpetual  succession ;  that  is,  its  existence  is  unbroken  and  onintfr- 
rupte<i  down  to  the  time  when  it  is  to  expire  by  limitation.  You  <-an  now  iDCDrU'- 
rate  a  company  for  1,000  years,  if  you  wish,  or  60,  which  is  the  period  generally  fol- 
lowed. A  corporation  may  consist  of  1,000  individuals ;  many  of  them  do.  Tcniav 
the  New  YorkCX^ntral  and  the  Pennsylvania  have  each  many  thousand  {>toc-khokleis. 
They  die;  their  descendants  die,  but  the  corporation  is  undying.  This  remit  t 
copartnership  could  not  accomplish,  neither  a  general  nor  a  limited  one. 

What  is  the  second?  The  second  quality  oi  a  corporation  is  that  a  stockholder  is 
not  liable  for  the  debts  of  the  corporation.  This  was,  therefore,  as  yoa  gentleman 
can  see,  one  of  the  most  attractive  forms  of  carrying  on  business.  It  enables  t(42, 
Mr.  Chairman,  it  enables  Mr.  Phillips,  and  enables  everv  gentleman  in  this  room  to 
agree  to  go  into  a  business  and  to  put  in  five  or  ten  or  fifteen,  a  hundred  thoasutd 
dollars,  or  any  other  sum,  and  you  know  the  limit  of  your  liability.  This  was  the 
feature  that  appealed  to  business  men.  They  knew  that  when  they  went  into  a  cor- 
porate enterprise  their  responsibilities  were  limited,  which  could  not  be  in  the  cee 
of  partnership. 

And  another  thing,  which  was  of  the  highest  importance,  was  the  transmutabiiiiy 
of  their  interests.  They  could  sell  or  transfer  their  interests  in  the  corporation  to 
others.  Every  contributor  to  the  capital  stock  of  a  corporation  received  a  certi tirade 
of  stock ;  that  certificate  of  stock  he  put  in  his  pocket ;  it  was  personal  prx>perty.  ai»i 
he  sold  it  in  the  markets  or  he  gave  it  to  his  children,  but  it  was  there  in  a  tanjfiitt^ 
neat,  and  easv  form,  for  him  to  use  as  an  admission  that  at  all  times  he  had  an  intet- 
est  there,  ana  that  his  liability  was  fixed  bv  that  certificate  of  stock.  This  coukl  nui 
be  done  in  a  copartnership.  A  sale  coula  not  be  made,  because  it  was  p^edlcat«^l 
upon  personal  and  peculiar  reasons.  In  the  development  of  large  encerprises  cer- 
tainlv  nothing  could  be  happier  than  the  conception  of  a  corporation ;  certainly 
nothing  coula  l)e  better.  Tne  men  who  originally  went  into  them,  who  were  the 
pioneers  in  the  formation  of  our  commercial  and  our  manufacturing  corporatioQS. 
and  our  railroad  corporatione,  and  our  insurance  corporations,  who  have  ail  lonj[ 
since  passed  away,  were  shrewd,  bright  and  skillful  merchants.  In  adopting  this 
s^rstem  of  business  it  enabled  each  man  to  sleep  easily ;  it  enabled  each  man  to  limit 
lus  liability ;  it  enabled  him  to  have  his  certificate  of  ownership  in  his  pocket,  and 
enabled  the  corporation  itself,  which  was  an  entity,  a  legal  entity,  to  carry  on  a  great 
enterprise,  without  any  regard  to  who  the  stockholders  were,  or  whether  they  were 
dead  or  alive,  except  as  they  contributed  to  its  success  through  the  instrumehtaiity 
of  choosing  projwr  ooards  of  directors  and  officers  to  manage  its  concerns. 

Now,  in  regard  to  the  capitalization.  They  raised  their  capital  by  the  issuing  of 
shares  of  stock  and  bonds. 

In  this  connection  I  have  to  speak  about  something  that  is  of  the  utmost  impor- 
tance in  this  discussion  and  its  effect  upon  your  labors — something  that  I  regm  « 
one  of  the  greatest  and  cleverest  devices  ever  created  by  man  to  collect  and aa:ie- 
gate  capital.  I  allude  to  railroad  and  corporation  mort^iges,  by  which  thousand  of 
persons  poured  their  money,  small  or  large,  through  various  channels,  into  one  com- 
mon treasury  of  the  company;  all  the  vast  capital  necessary  to  run  these  great  ente^ 
prises  being  the  aggregated  contributions  of  many  small  and  large  amounts. 

If  you  will  reflect,  there  is  no  individual  who  is  capable  of  loaning  a  very  great 
amount  of  money  on  mortgage,  to  one  or  more  persons,  or  to  a  corporation;  or,  in  a 
word,  to  make  one  large  individual  loan.  If  it  were  possible  for  him  to  do  it,  it 
would  not  be  good  policy,  and  the  largest  mortgage,  I  think,  that  has  ever  been  cre- 
ated— the  highest  individual  mortgage  in  the  United  States — was  not  greater  than 
$3,000,000,  and  that  money  was  loaned  on  real  estate,  I  think,  in  New  \ork,  by  one 
of  the  large  insurance  companies.  A  man  with  $4,000,000  or  $5,000,000,  or  with 
$20,000,000  or  $30,000,000,  does  not  care  to  put  that  amount  of  money  as  a  loan  in 
one  place  on  one  piece  of  property;  as  they  say,  it  is  putting  too  many  eggs  in  one 
basket.  He  would  go  to  a  million — probably  he' would  go  to  two  millionfr-HMit  when 
you  get  up  to  four  or  five  millions  it  is  not  a  practical  tmng. 
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Now,  Bee  what  the  ingenuity  of  man  has  accomplished,  and  an  American,  too, 
occause  1  believe  that  the  first  railroad  mortgage  secured  by  bonds  as  collateral 
emanated  from  Philadelphia.  It  is  necessary  to  know  what  a  railroad  or  cor  poration 
mortgage  is,  and  how  it  is  arranged.  A  company  makes  a  mortgage,  say,  for  $50,- 
000,000  on  its  property  to  a  trustee.  "Who  would,  or  could,  advance  150,000,000  in 
one  transaction?  Why,  the  wealth  of  the  Astors,  the  Vanderbilts,  the  Rockefellers, 
and  Pierpont  Morgan,  and  all  those  families,  and  men  whose  wealth  has  now  become 
common  talk,  and  is  spoken  of  every  day  as  being  so  colossal,  even  the  combined 
wealth  of  all  of  these  families  would  be  but  a  drop  in  the  bucket,  as  it  were,  if  they 
should  undertake  to  carry  out  without  other  aid  tne  gigantic  corporation  enterprises 
developed  in  this  country.  Hence  they  create  a  corporation  mortcace,  which  secures 
bonds;  one  mortgi^  of,  say,  $100,000,000;  you  will  find  plenty  of  them  now;  bonds 
are  made,  sold,  and  distributed  all  over;  500  in  your  hands,  500  in  his,  10,000  here 
and  10,000  there,  and  through  that  instrumentalitjr — of  a  railroad  bond  or  a  corpora- 
tion bond— all  this  colossal  capital  is  raised,  which  enables  us  to  carry  on  these 
extraordinary  railroad,  industnal,  and  commercial  enterprises,  using  the  money  of 
the  many  and  not  of  the  few. 

OVERCAPITALIZATION — WHAT  IS  11? 

And  in  this  connection  I  wish  to  speak  on  the  subject  of  overcapitalization.  In 
reading  a  book,  which  is  supposed  to  contain  the  proceedings  of  the  Chicago  Trust 
Conference  (a  conference  held  in  Chicago  this  autumn) ,  i  find  that  a  great  deal  has 
been  said  about  the  subject  of  overcapitalization.  Capitalization  is  of  two  kinds; 
there  is  a  capitalization  based  upon  the  actual  value  of  the  property  and  a  capitaliza- 
tion based  upon  the  earning  power;  these  are  the  two  metnoas.  You  will  nnd  two 
classes  of  people  in  this  country — one  in  favor  of  the  former  method  and  one  in  favor 
of  the  latter.  They  both  have  their  adherents.  I  confess  that  my  mind  is  somewhat 
of  a  blank  about  the  matter,  because  arguments  can  be  made  in  individual  cases  that 
prevent  the  adoption  of  anv  uniform  rule,  and  with  the  experience  that  I  have  had 
in  creating  corporations  ana  in  putting  them  in  legal  shape  I  nave  no  opinion  defined, 
certain,  and  nxed  of  the  question  as  to  how  tne  capitalization  should  be  based; 
because  I  say  that  each  case  presents  peculiar  circumstances,  which  absolutely  make 
it  impossible  to  adopt  an  unvarying  rule.  If  you  capitalize  a  property  for  what  it  is 
worth,  a  manufacturing  business  or  a  railroad  business,  the  appraisers  whom  you  will 
appoint  enable  you  to  ^x  the  value  of  that  property  at,  say,  $50,000,000.  !^ow,  on 
the  other  hand,  you  have  a  property  that  is  worth  only  $5,000,000,  but  by  what  is 
called  good  will  and  trade-marks,  or  individual  skill,  etc.,  it  earns  more  money  than 
the  property  of  $50,000,000.  You  gentlemen  have  seen  that  illustrated  in  your  daily 
business  lives. 

Now,  how  shall  these  two  interests  be  capitalized?  You  have  been  asked  to  lay 
down  an  arbitrary  principle  and  rule  by  which  capitalization  is  to  be  predicated 
upon  the  actual  value  and  there  is  to  be  no  water.  Well,  it  is  so  easy  for  men  to 
get  up  and  make  statements  on  a  political  platform;  they  are  under  no  obligations  to 
anybody  but  their  consciences,  and  they  can  cut  themselves  loose  from  history  and 
experience;  they  can  sail  off  into  the  clouds  and  lay  down  any  proposition,  no  mat- 
ter how  difficult,  vague,  and  impracticable. 

INFLATED  CAPITALIZATION   SOMETIMES  NBCBSSARY. 

Much  complaint  has  been  made  against  overcapitalization  of  railroads.  Let  me 
give  you  a  little  bit  of  history  in  regard  to  railroad  building  in  this  country.  Some 
of  these  railroads  were  partially  subsidized  by  the  Government^-the  Pacific  roads, 
for  example — but  all  of  these  vast  transcontinental  lines,  which  made  it  possible  for 
us  to  reach  California  and  the  far  West  in  a  very  short  period,  were  built  oy  English 
capital;  and  when  I  say  English  capital,  I  mean  the  ^nancierin^  was  done  through 
the  English  houses,  with  their  German  and  other  foreign  connections;  but  it  was  not 
American  capital;  we  did  not  have  the  money,  and  we  could  not  build  the  railroads. 

Now,  sirs,  as  you  sit  in  your  chairs  in  judgment  fixing  a  basis  of  capitalization,  you 
must  remember  the  contemporaneous  history  which  surrounded  these  large  opera- 
tions. Now  that  the  roads  are  built,  now  that  the  country  is  developed,  now  that 
you  have  these  flourishing  cities  all  over  the  continent  growing  larger  every  day,  it 
IS  very  easy  to  forget  the  past;  but  when  you  speak  of  the  enormous  capital  of  the 
railroads,  the  enormous  capital  of  these  transcontinental  lines,  remember  how  they 
were  built,  and  tell  me  if  tnere  was  any  other  method  of  building  these  roads  than 
the  plan  adopted  by  the  railroad  builders  or  contractors  of  this  country,  situated  as 
they  were  at  these  times?  And  what  was  their  situation?  Here  was,  say,  a  contem- 
plated line  from  New  York  to  Chicago,  25  or  50  years  ago,  or  from  New  York  or 
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Chirajro  to  San  Franrifloo,  or  to  New  Orleans,  or  wherever  yonr  imagination  m  i'l  '►** 
you;  how  were  you  to  raise  the  money?  Not  from  the  Govemnient.  It  was  n^^'t  tbe 
policy  of  thiH  (government  to  give  the  money.  The  savings  Lianks  would  ni  >t  ler.d  y<  c 
the  money;  bef<i<]es,  at  those  times  they  did  not  have  it.  It  was  raises!  by  pn.&'-: 
subscription.     And  how  could  yon  get  the  money?    What  did  yoa  do?     You  h*d  • 


?:<)  around  with  the  engineer's  maps  and  with  the  estimated  earnings  that  «rrt*' 
>e  produanl  from  the  operations  of  your  road.    And  how  did  yoa  approach  capi*.^* 
Would  I  come  to  you,  sir,  as  a  capitalist  and  say,  **  Will  yon  take  10,0(X)  of  the^  U.>d-:? 


at  p^^r,"  on  an  incomplete  road,  when  you  did  not  know  whether  it  woald  earn 
doHar  of  intert^t  or  not?  No,  sir.  Put  yourself  in  the  position  of  the  rai  Iroad  o^ntra  t- 
ors  of  this  country  when  you  are  talking  about  inflated  capital,  and  see  how  it  o:>ai 
have  l)een  avoided.  What  did  they  do?  Why,  they  onered  a  hundred  shans  ic 
common  Htock  as  a  bonus,  or  some  other  bonus,  and  they  sold  the  bonds  at  oi\  aod 
6(),  and  40,  or  whatever  they  could  get  for  them.  And  there  was  no  other  i?a>  -^ 
doing  the  business.  And  unless  they  had  sold  the  bonds  your  country  would  n^i 
have  l)een  develope<i. 

Now,  lK»fore  you  dissolve,  call  before  your  commission  those  men  who  talkaUc: 
ovcn-apitalization,  and  examine  them;  get  at  the  facts;  ^  to  the  bottom  of  thiih?. 
and  then  tell  the  people  of  this  country  how  this  overcapitalization  came  to  be  ma^i^ 
and  the  exact  facts  and  circumstances  that  existed  and  surrounded  the  creation  <A 
our  railroadH,  and  don't  forget  to  tell  them  what  these  railroads  have  done  lor  the 
development  and  advancement  of  this  countrv  and  the  American  nation. 

I  am  not  defendinj]|  inflation.  I  am  speaking  of  the  facte.  I  am  jrivini?  3'oa  the 
facts,  and  I  am  showing  you  that  there  was  no  possibility  of  money  lieing  rai?t^i 
exct^pt  through  the  instrumentality  of  these  large  Donuses.  Well,  many  of  tliese  rai)- 
n>a(lH  that  were  given  away  almost  have  now  reached  a  success  fsur  beyond  the 
dreaniH  of  the  original  founders.  They  have  been  recapitalized,  and  recapitalizeti 
again,  and  art^  paying  handsome  profits  on  each  investment.  The  deveMpment  d 
the  country  has  iK'en  so  great,  the  business  has  been  so  enormous,  that  people  vbo 
invet<ted  in  thene  stn^urities  in  early  times  have  amassed  colossal  fortunes.  If  vic 
take  engineers,  and  go  over  the  track  of  the  New  York  Central  and  the  Pennsylvana 
K4ii Iroad,  why,  they  may  i)erhaps  tell  you  they  can  build  the  roads  for  less'mon^y 
than  they  are  capitalized  at.  Perhaps  they  can.  They  may  build  either  line  i«x 
one-half,  but  they  could  not  have  done  it' at  the  time  the  roads  were  built,  nor 
coiihl  thoy  build  a  railroad  to-Kiay  upon  an  actual  hard  cash  basis.  You  can  draw  a 
projected  railroad  line;  you  can  project  a  railroad  from  one  point  of  this  cH>untry  lo 
another,  but  you  can  not  get  people  to  invest  money  in  it  when  it  is  new  and  und^ 
veIo|HHl  unless  there  are  extraordinary  temptations  to  them.  You  will  not  put  yc>ar 
money  into  a  railroad  that  has  not  been  bunt  and  pay  par  for  the  bonds,  even  if  thev 
carry  H  jH»r  cent  interent.  Now,  be  practical  in  your  deliberations;  don't  be  Iw* 
human  than  your  frllow  human  creatures,  and  you  will  get  at  the  right  results. 

I  think  that  that  is  an  answer,  that  is  an  explanation,  which  shows  the  origin,  tbe 
accn'ti(»n.  and  the  development  of  capital.  1  have  given  you  the  history  of  it  irom 
it«  iK^inning  down  to  the  present  time. 

THE  LAWS  OP  NATURE  ARE  ENOUGH  TO  PREVENT  A  LASriNO  MONOPOLY. 

I  conic,  then,  to  the  gist  of  the  subject,  and  that  is  the  question  as  to  whether  thcs* 
corjvjrat ions  for  manufacturing  purposes,  or  for  commercial  or  induf!trial  purpo!*!>, 
whichever  you  may  prefer,  are  monopolies.     I  have  shown  you  their  development 
And  I  claim,  as  a  matter  of  fact,  that  they  are  not  monopolies.     I  say.  in  the  finsc 
place,  that  unU^sa  you  license  and  give  superior  privileges  to  a  corporation,  that  cor- 
I>oration  is  not  a  monopoly  or  enabled  to  be  a  monopoly.     You  may  put  your  hand, 
jK'rhaps,  uiH)n  one  or  two  corporations — large,  ^gantic  corporations — m  this  countrv 
that  to-day  are  monopolies  in  fact.     Are  they  given  supenor  facilities  to  act*ompitjJi 
tlmt  result?    Have  they  received  accommodations  which  are  denied  to  other  pei->ple? 
An*  they  thriving  upon  any  national  or  State  law  which  protects  them  as  against 
others  in  the  same  business  class?    Are  they  the  possessors  of  franchises  through  the 
iiiHtmnientality  of  contracts  with  railroad  companies  which  are  denied  to  others?    If 
they  are,  a  law  which  would  put  everybody  on  an  equality — and  that  is  what  people 
want — would  not  in  my  judgment  be  wrong.     If  any  corporation  in  this  cmmtr}- 
occupies  a  superior  pixsition,  stands  on  a  higher  eminence,  than  any  other  corporation 
or  any  other  body  of  men,  the  privileges  which  belong  to  it  should  be  taken  away 
from  It,  if  it  does  not  involve  the  right  of  contract,  which  is  a  sacred  right.     I  do  not 
know  what  has  transpired  before  this  commission.     You  may  have  evidence  in  your 
poHsession  which  shows  that  discriminations  have  been  made,  that  discrirainafions 
exivSt.     If  they  do,  why,  I  think  it  is  within  your  province  to  suggest  some  remedy. 
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I  have  two  or  three  more  propoeitions  upon  this  (^^ueetion  of  monopoly  in  fact, 
or  resulting  monopoly.  They  are  not  theories  of  political  economy,  but  are  facts — 
because  I  do  not  intend  to  enter  into  the  sphere  of  political  economy  in  this  discus- 
sion; it  is  not  my  province.  The  province  of  a  lawyer  is  to  keep  to  tne  facts  as  far  as 
it  is  possible,  and  that  is  what  I  am  trying  to  do. 

First.  The  natural  laws  of  trade,  the  natural  laws  of  commerce,  form  a  sufficient 
and  perfect  barrier  to  prevent  or  break  up  most  monopolies.  That,  I  say,  is  not  a 
proposition  of  political  economy;  it  is  a  proposition  of  fact,  which  I  shall  prove,  other- 
wise it  is  entitled  to  no  weight.  Every  effort — and  I  know  of  several  within  my  own 
knowledge — that  has  been  made  to  ^* comer"  an  article  of  commerce,  has  failed. 
You  remember  the  pools  in  wheat  and  com.  Two  colossal  attempts  to  comer  the 
breadstuffe  of  the  world  were  made  in  very  recent  years;  and  you  Know  the  result. 
Men  can  choke  the  arteries  of  commerce  for  the  time  being,  but  the  natural 
stream  of  trade  will  soon  overflow  their  plans,  and  even  when  they  think  they  are  in 
posBeesion  of  the  supreme  power,  the  laws  of  trade  are  taking  it  away  from  them. 

Before  you  undertake,  therefore,  to  l^;islate  against  monopolies,  be  sure  that  you 
have  defined  what  a  monopoly  is,  and  be  sure  tlutt  you  do  not  overlook  the  historical 
facts,  which  show  that  every  attempt  ever  made  to  comer  or  monopolize  bread- 
stuffs  or  any  other  article  of  commerce,  of  this,  or  any  other  country,  has  failed,  and 
reacted  upon  its  authors,  and  they  have  been  ruined.  Leave  the  natural  laws  of  trade 
alone,  and  they  will  take  care  of  themselves.  You  may  be  in  the  hands  of  a  monop- 
olistic power  for  a  Uttle  while,  but  the  revulsion  will  come,  and  when  you  make 
general  laws,  aimed  te  strike  at  a  single  and  isolated  case,  you  do  more  harm  to  the 
community  than  a  temporary  monopoly  works,  formed  by  bad  men  with  the  evil 
design  to  throttle  the  commerce  of  the  country.     "Hard  cases  make  bad  laws." 

Second.  There  is  another  principle  to  which  I  invite  your  attention  in  regard  to 
monopolies — that  wherever  business  is  conducted  in  such  a  way  as  to  cease  to  be  eon- 
ser\'ative  it  becomes  a  mark  for  other  capitalists,  and  the  legislator  can  leave  it  alone 
to  the  outside  world  to  take  care  of. 

Do  I  make  myself  plain?  Here  is  a  vast  corporation,  with  a  capital  of  $50,000,000, 
and  it  owns  every  business  of  that  kind  in  the  world,  or  in  this  part  of  the  world. 
If  the  managers  undertake,  with  all  that  power  in  their  hands,  to  depart  from  con- 
servative prmciples — ^if  they  undertake  to  raise  prices,  the  outside  capital  which  is  at 
hand  will  respond.  That  capital  is  invited  into  the  field,  and  you  have  the  competi- 
tion which  the  opponents  of  aggregated  capital  regard  as  essential  to  just  busmess 
conditions.  Take  one — perhaps  the  most  remarkable  instance  of  this  view — ^the 
so-called  ''sugar  tmst."  It  owned  pretty  much  everything  when  it  started,  and 
what  was  the  result?  First  one  refinery  and  then  another  sprang  up,  until  you  find 
a  bitter  and  deadly  fight  and  competition  going  on  which  must  satisfy  the  bitterest 
opponents  of  amegated  capital.  Is  there  not  me  most  murderous  war&re  goin^  on 
in  that  industry?  Are  there  not  new  refineries  springing  up,  and  isn't  it  impossible 
to  keep  them  from  springing  up?  Do  you  want  laws  to  enect  results  which  nature 
brings  about  so  well?  While  you  are  thinking  of  making  statutes,  the  natural  laws 
of  trade  are  silently  working  and  pulling  things  to  pieces.  I  am  constantly  reminded 
of  the  compactness  and  strength  of  the  Standard  Oil  Company.  I  admit  that  good 
management,  brains,  and  skill  have  kept  it  compact  and  strong;  but  it  has  not  vet 
run  its  full  course.  If  it  is  a  monster  of  oppression,  wipe  it  out.  But  remember  tnat 
you  are  legislating,  not  against  its  leaders,  who  can  take  care  of  themselves,  but 
against  the  thousand  innocent  people  who  constitute  its  stockholders. 
Again,  industrial  aggregations  need  no  legislation  to-day. 

Their  creation  is  temporarily  stopped  by  natural  conditions.  Can  you  raise  money 
to-da>[  for  these  industrials?    No.     Why?    Because  the  market  is  overcharged. 

Legislate!  Why,  you  may  as  well  undertake  to  regulate  the  tide  of  the  Potomac 
River  as  to  fix  by  principles  of  law  the  rules  of  supply  and  demand,  which  operate 
in  regard  to  monopoly.  Keep  the  money  market  as  it  is  to-day,  and  you  will  have 
no  more  industrials  built  on  old  Unes.  i  ou  will  become  functus  officio  by  virtue  of 
natural  conditions.  Your  commission  will  cease  to  be  necessary  by  virtue  of  the 
very  laws  of  trade  which  you  are  asked  to  guide  and  control. 

Not  that  I  wish  to  see  you  go  out  of  existence;  I  would  continue  you  and  your  suc- 
cessors forever.  A  commission  of  inquiry  is  the  instrumentality  that  stands  between 
extravagant  and  demagogic  demands  and  good,  sensible,  business  judgment,  and  the 
true  interests  of  the  peo^ne.  It  is  the  tribunal  through  which  every  Question  of  cui> 
rency  or  interstate  commerce,  and  other  great  pubuc  subjects,  should  pass.  Con- 
clusions filtered  through  a  commission  must  be  baaed  upon  mcts  and  not  speculation; 
and  when  this  period  arrives,  the  people  will  not  see  any  Sherman  antitrust  acts,  or 
multitudes  of  other  laws  which  exist  unexecuted,  upon  the  statute  books,  and  make 
the  law  a  byword  and  a  reproach.    The  inabiUty  of  courts  to  cairy  them  out  and 
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give  them  effe<*t  w  becaiue  they  are  not  baaed  on  any  reasonable  or  eenaible  principk 
of  legifilation. 

Again,  nor  do  yon,  gentlemen,  want  to  interfere  with  combinations  of  cafHtal,  madr 
Buocewful  by  ability,  skilly  and  good  buaineaB  judgment  If  a  combination,  thmcst 
good  management  of  its  directors^  without  violating  any  law,  either  moral,  nel^iDab. 
or  civil,  is  able  to  reach  success  m  business,  yon  don't  want  to  be  nrged  on  bT  ie«4- 
in^  of  envy  or  prejudice  to  cut  it  down  or  to  uproot  it.  If  you  find,  in  con^^erice 
this  Question,  that  the  combination  of  skill  and  good  judgment  in  boaneas  h^ 
brougnt  about  a  successful  result,  I  sav  all  things  prompt  you  to  enconnge  it,  rather 
than  to  discourage  it,  and  if  you  can  oo  nothing  better,  you  should  let  it  akme. 

THB   NATITRAL   LAWS  OF  COMMKBCIAL  RBLATIOKB  DKTY   HUMAK   USGI8LATTOX. 

There  is  another  proposition  which  I  wish  to  suggest  to  yoo^  that  it  is  neitfao' 
within  the  power  nor  is  it  the  policy  of  the  Grovemment  at  this  stage  of  denekip- 
ment  to  sees  to  put  down  or  impede  aggregated  capital.  As  to  its  power,  I  sfesii 
say  a  few  words  later  on.  As  to  its  interest  and  policVf  I  contend  that  the  Gowfi> 
ment  should  encourage  every  organisation,  every  comoination,  and  everyr  individoAl 
whoi^e  efforts  are  used  toward  the  benefit  of  commerce  or  business,  or  which  directly 
or  indirectly  ameliorate  the  burdens  of  life.  It  is  not  true  business  judgment  to  poll 
down  industrial  structures  at  the  bidding  of  a  few — shall  I  call  them  specaladv^  pi.^ 
iticians? — who  have  no  actual  business  experience,  who  have  no  accurate  knowlei^ 
of  the  laws  of  finance,  economy,  or  commerce,  but  whose  whole  stock  in  trade  ajo- 
siflts  of  a  pack  of  vituperative  epithets  and  a  string  of  generalities,  which  they  a» 
to  encourage  demagogism  among  the  masses  of  the  people. 

And  this  brings  me  to  another  point,  viz,  the  futility  of  legislation  made  agaii^ 
the  natural  laws  of  trade  or  business. 

I  maintain  that  the  history,  the  legal  and  judicial  history,  not  only  of  this  cofni> 
try,  but  of  England,  shows  tnat  all  laws  that  have  been  made  to  prevent  coml»na- 
tioHH  of  labor,  to  prevent  combinations  of  manufactures,  to  prevent  combination?  c^ 
pr(Mlu(*e  or  breadstuffs,  or  to  prevent  what  I  may  in  a  word  call  the  free  and  unliro- 
ited  exercise  of  commercial  relations,  or  to  prevent  speculation  in  cereals  or  stoeksi 
have  been  ineffectual  and  abortive,  every  one  of  them,  and  1  defy  anybody  to  point 
me  out  in  English  or  American  history  any  statutes,  which  have  been  passed  to  pnr 
vent  these  combinations,  that  have  proved  effective.  And  the  simple  reason  is  that 
the  laws  of  trade,  the  natural  laws  of  commercial  relations,  defy  human  legidation; 
and  that  is  all  there  is  in  it.  Wherever  the  two  clash  the  statute  law  most  fi^o  dow 
before  the  operations  of  those  natural  laws.  I  could  begin  back  as  fau*  as  me  reign 
of  the  Edwards  in  English  history,  and  trace  the  statutes  that  have  been  passed 
against  combinations  of  labor,  against  the  combinations  of  the  owners  of  produce, 
combinations  of  the  purchasers  of  or  dealers  in  breadstufb,  and  I  can  show  you  that 
in  every  instance  these  laws  have  been  abortive.  Whoever  has  the  desire  can  find 
plentv  of  these  instances  in  history.  I  will  select  a  few  examples  of  the  truth  and 
foundation  of  my  remarks. 

First.  The  laws  against  forestalling,  regrating,  engroflsing: 

The  offense  of  forestalling  was  described  by  statute  paseed  in  the  rei|g;n  of  Edward 
VI  to  be  the  buying  or  contracting  for  any  merchandise  or  victual  coming  in  the  way 
to  market,  or  diflsuading  persons  from  bringing  their  goods  or  provisions  there,  or  per> 
suading  them  to  enhance  the  price  when  there,  any  of  which  practices  makes  the 
market  dearer  to  the  fair  trader. 

Regrating  was  described  by  the  same  statute  to  be  the  buying  of  com  or  other  dead 
victual  in  any  market  and  selling  it  again  in  the  same  market  or  Mrithin  5  miles  of  the 
place.  This  was  supposed  to  enhance  the  price  of  provisions,  as  every  succeasiTO 
seller  must  have  a  successive  profit. 

EngrosHing  was  the  getting  into  one's  possession  or  buying  up  large  quantities  of 
com  or  other  dead  victuals  with  intent  to  sell  them  agam.  These  offenses  are  all 
described  in  Blackstone's  Commentaries,  and  are  thoroughly  familiar  to  the  \e^ 
profension.  In  respect  to  the  offense  of  engrossing  that  author  says:  "This  most  of 
course  be  injurious  to  the  public  by  putting  it  in  tne  power  of  one  or  two  rich  men 
to  raise  the  price  of  provisions  at  their  own  discretion." 

All  the  statutes  of  Edward  VI  in  regard  to  r^rators,  forestallers,  and  engroeserB,  ss 
well  as  many  other  similar  statutes  which  infringed  upon  the  freedom  of  commen^^ 
were  repealed  in  1772  as  detrimental  to  trade  by  a  statute  of  George  III,  the  pream- 
ble and  Bul)stance  of  which  is  shown  in  the  following  extract: 

*'  Whereas  it  hath  been  found  by  experience  that  the  restraints  laid  by  several  stat- 
utes upon  the  dealing  in  com,  meal,  flour,  cattle,  and  sundry  other  sorts  of  victuak 
by  preventing  a  free  trade  in  said  commoditieB  have  a  tendency  to  disooonge  the 
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growth  and  to  enhance  the  price  of  the  same,  which  statutes,  if  put  into  execution, 
would  bring  great  distress  upon  the  inhabitants  of  many  parts  of  this  Kingdom, 
*  *  *  be  it  therefore  enacted  that  an  act  made  in  the  third  and  fourth  year  of 
King  Cdwfu^  the  Sixth,  entitled  an  act  for  the  buying  and  selling  of  butter  and 
cheese;  and  also  an  act  made  in  the  fifth  and  sixth  year  of  Kins  Edward  the  Sixth, 
entitled  an  act  against  regrators,  forestallers,  and  engrossers;  and  also  an  act  made  in 
the  third  year  oi  Philip  and  Mary,  entitled  an  act  for  keeping  milch  li  ine,  and  for 
breeding  and  rearing  of  calves;  and  also  an  act  made  in  the  fifth  year  of  Queen 
Clizabeth,  entitled  an  act  touching  badgers  of  com  and  drovers  of  cattle  to  be 
licensed;  and  also  an  act  made  in  me  fifteenth  year  of  Kins  Charles  the  Second, 
entitled  an  act  to  prevent  the  selling  of  live,  fat  cattle  by  butchers,  and  so  much  of  an 
act  made  in  the  fifth  year  of  Queen  Anne,  entitled  an  act  for  continuing  the  laws 
therein  mentioned  relating  to  the  poor,  and  to  the  buying  and  selling  of  cattle  in 
Smithfield,  and  for  suppressing  of  piracy,  as  relates  to  butchers  selling  cattle  alive  or 
dead  within  the  cities  of  London  and  Westminster  or  within  10  miles  thereof,  and 
all  the  acts  made  for  the  better  enforcement  of  the  same,  being  detrimental  to  the  sup- 
ply of  the  laboring  and  manu^turing  poor  of  this  Elingdom,  shall  be,  and  the  same 
are  hereby  declared  to  be,  repealed.'' 

And  in  this  connection,  I  o^  to  call  your  attention  to  what  was  known  as  the 
' *  Bubble  act,"  which  was  passed  in  the  reign  of  George  I.*    The  "  Bubble  act"  grew 
out  of  the  South  Sea  speculation,  and  in  some  aspects  it  was  one  of  the  most  remark- 
able instances  of  speculation  in  the  world,  almost  outrivaling  Law's  famous  French 
scheme.     The  '^  Bubble  act"  was  passed  about  1718,  and  it  undertook  to  prevent  a 
recurrence  of  the  losses  to  the  English  nation  sustained  through  the  instrumentality 
of  the  South  Sea  bubble.    I  won't  stop  to  explain  what  the  South  Sea  bubble  was. 
You  eentlemen  know,  or  if  you  do  not,  it  is  easy  to  find  a  history  of  it  in  any  ordi- 
nary library.    But  the  statute,  the  bubble  act,  was  passed  to  prevent  prospectuses 
being  issuea  of  a  kind  which  would  seduce  capital  into  speculation.    It  was  supposed 
that  so  many  people  had  lost  money  through  the  instrumentality  of  these  prospec- 
tuses, which  were  gotten  up  in  the  most  glaring  form,  that  it  was  necessary  to  have  a 
law ;  and  they  passed  that  law  of  George  I,  in  \mich  they  made  it  a  crime  for  anybody 
to  print  and  publish  or  circulate  any  descriptions  of  enterprises  for  the  purpose  of 
alluring  capital  to  subscribe.    That  statute  remained  in  existence  more  than  a  hun- 
dred years.    I  think  it  was  repealed  in  1837. 

There  was  but  one  application  made  to  the  court  under  it,  and  that  was  made  to 
Lord  Ellenborough  in  1808.    I  have  brought  the  law  report  here  because  it  illustrates 
the  first  trust,  what  they  call  a  trust,  a  common-law  trust,  which  was  the  method 
followed  in  that  instance.    The  attorney-general,  at  the  solicitation  of  a  private  per- 
son, asked  the  court  for  an  information,  which  is  a  criminal  process  in  the  nature  of 
an  indictment,  issuing  at  the  instance  of  the  attorney-general.    It  seemed  in  that  case 
that  the  ** promoters"  of  the  enterprise  were  endeavoring  to  raise  money  to  float  the 
*' London  Faper  Manufacturing  Company,"  a  concern  that  would  answer  to  what 
they  now  call  the  "Paper  trust,"  and  also  the  "London  Distillery  Company  for  mak- 
ing and  rectifying  genuine  British  spirits,"  which  would  answer  to  the  present  com- 
bination popularly  called  the  *  *  Whisty  trust. ' '    These  were  perfectly  l^al  occupations 
and  perfectly  legitimate  industrial  enterprises;  but  the  prospectuses  were  contrary  to 
the  "Bubble  act,"  and  some  person,  prompted  by  feelings  of  malice  or  envy  or  what 
not,  some  ill^timate  influence  operating  upon  him,  applied  to  the  court  to  put  in 
existence  that  statute  87  years  after  it  had  oeen  passed.     It  had  never  once  been 
heard  of  before,  had  become  a  dead-letter  statute,  and  Lord  EUenborough  said  sub- 
stantially, "Well,  the  people  of  this  country  have  forgotten  all  about  the  existence  of 
that  statute,  and  the  complainant  comes  into  court  in  such  a  peculiar  position  that  I 
will  not  grant  him  any  rehef*,"  and  that  was  the  last  that  was  ever  neard  of  that 
statute,  which  was  the  culmination  of  the  South  Sea  bubble. 

The  crime  that  these  men  were  charged  with,  or  attempted  to  be  charged  with, 
was  this:  that  they  claimed  in  the  prospectus  that  every  person  who  subscribed  to 
the  capital  would  get  a  share  which  was  transferable,  ana  relieve  him  from  all  lia- 
biUtv  beyond  the  amount  of  his  subscription;  and  as  there  was  no  corporation  act  in 
England  at  that  time,  the  representation  was  false,  because  they  were  all  partners, 
ana  that  was  the  basis  on  which  an  application  was  made  to  the  court. 

This  case  in  1808  Ulustrates  that  the  stage  of  commercial  progress  had  not  been 
reached  which  justified  the  creation  of  corporations,  and,  being  m  advance  of  com- 
mercial necessity,  it  was  stamped  as  ill^al,  although  the  businesses  involved  were 
Eerfectly  legitimate.  It  was  sought  to  be  carried  out  through  the  form  of  a  trust, 
ut  neither  the  courts  nor  the  statute  condemned  that  form;  they  merely  condemned 
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the  trannat'tion  beoau>*e  the  age  had  not  yet  sanctioned  stock  certificate^.  Tbr^ 
had  not  yet  learned  to  look  upon  the  importance  of  transferring  intereet^  in  iDii^«>^^ 
enterprines,  one  of  the  most  important  and  necessary  elements  of  commercial  ftfi^ 
without  which  to-day  the  wheels  of  finance  would  be  stopped.  Mark  the  imii^Kj^L* 
and  interent  of  that  case.  The  ''trust''  was  not  attacked — now  the  sole  casjse  «j:  di> 
content — but  the  transferability  of  shares — now  univerBally  acqtueeoed  in. 

Second.  Combinations  among  victualers  or  artificers  to  raise  the  price  of  prw- 
sioHH,  or  any  commodities,  or  the  rate  of  labor,  were  also  in  many  cases  sevrr- 
puniHheti  by  particular  statutes.     (See  2  and  3  Edwd.  VI,  c.  15.)       All  of  ti'^ 
Htatut(*H  were  repealed  as  futile  and  contrary  to  the  true  commercial  proerv^  - 
KiiKland. 

Third.  Monopolies  were  also  attacked.  Queen  Elizabeth  granted  them,  Ul*  ? 
the  l)eginniiig  of  the  reign  of  James  I  Sir  Edward  Coke  boldly  and  ju^lj  ai»aul>. 
them,  and  in  consequence  a  statute  was  passed  in  the  same  reign  declarinir  muL  'f  • 
lies  to  I H)  contrary  to  law  and  void.  The  Queen  granteth  and  Uie  Parlijmaent  tacta 
away;  and  blesned  is  the  name  of  that  Pftrliament. 

Fourth.  I  now  call  vour  attention  to  "Sir  John  Barnard's  act,"  which  grew  ••a 
of  an  enormous  speculation  in  stocks.  After  the  East  India  Company  had  ff*>^ 
under  way  and  the  Bank  of  England  was  established  there  was  an  enormoozi  '^^^ 
lation  in  stockn,  and  Sir  John  E^mard's  act  was  passed  for  the  purpose  of  prevtrDii:: 
thene  speirulations.  Well,  that  act  was  to  forever  rid  the  English  nation  of  the  co* 
of  s])eculation.  A  lovely  and  commendable  purpose.  But,  slas,  what  was  the  re^ul:' 
SjxH'ulation  increased.  There  was  not  a  solitary  conviction  ever  had  under  it.  ?*»  ^* 
as  1  can  as(*ertain,  and  it  remained  on  the  statute  books  down  to  the  early  part  o:  iy 
reign  of  the  pret^nt  Queen,  when  it  was  repealed,  and  I  quote  the  preamble  x^*'^* 
repi'aling  clause  to  show  what  a  confession  tiie  British  Parliament  was  forced  to  ookf 
as  to  the  inefficacy  of  such  legislation: 

'*  Whereas  an  act  was  passed  in  the  seventh  year  of  the  reign  of  King:  Georee  i^ 
Se<*ond,  chapter  8,  to  prevent  the  practice  of  stockjobbing,  and  by  another  act,  psw^ 
in  the  tenth  year  of  the  said  King's  reign,  chapter  8,  the  said  first>mentioned  act  »* 
made  peri)etual;  and  whereas  the  said  acts  impose  unnecessary  restrictions  od  tb^ 
making  of  contracts  for  the  sale  and  transfer  of  public  stocks  an<l  securities,  ami  i:  i« 
then»f()re  expedient  to  repeal  the  same:  Be  it  enacted  ♦  ♦  *  the  same  are  heM> 
rei)ealed." 

Statutes  prohibiting  stock  speculation  were  also  adopted  in  New  York  and  Pt-nji- 
sylvania,  but  have  long  since  been  repealed,  after  lingering  ineffectually  upon  tb-^ 
Htatute  Ixwks.  The  law  in  New  York,  which  was  in  existence  from  1812  to  In"*^ 
without  any  deterrent  effect  upon  the  supposed  evils  it  was  passed  to  prevent.  »*• 
not  only  repealed  in  the  last-named  year,  but  the  repealing  law,  reeo^^zing  thr 
ne<'e8.«<it'y  to  conmierce  of  stock  trading,  went  further  and  absolutely  legalLsed  ''shon 
saU'H. ' ' 

Fifth.  The  most  notable  example,  however,  of  this  species  of  legislation  is  to  ^^ 
found  in  this  country,  and  it  grew  out  of  speculations  in  gold  which  caused  an  en'>r- 
niouH  agitation  and  excitement  in  Wall  street,  as  you  gentlemen  can  remenil^er  fr>»s: 
hiHtory,  perhaps  some  of  you  personally.  This  speculation  in  gold  finallv  ec>llap!=^' 
on  what  we  know  over  in  Wall  street  as  **  Black  Friday."  The  effect  anci  influemv 
of  the  HiHK'ulation  in  gold,  it  was  thought,  was  so  detrimental  to  the  intereets  of  thi- 
comitry  that  Congress  was  invoked  to  pass  a  statute  to  prevent  it,  and  they  pniinftlT 
(lid  it;  they  passed  a  statute  in  1864,  in  June  of  that  year,  which  you  will  find  in  the 
XJnittMl  States  Statutes,  by  which  it  was  made  a  crime  for  any  persoQ  to  sell  and  dm 
in  gohl  unless  he  was  the  owner  of  the  coin. 

Now,  what  was  the  effect  of  that  statute?  So  absolutely  ineffectual,  futile,  a»i 
al)Hanl  was  the  legislation  that  gold  went  up  SO  points  the  next  day,  and  15  d^y* 
afterwardn,  by  the  same  Congress,  the  act  was  repealed  because  it  was  regarded  * 
lx?ing  al>Holutely  detrimental  to  the  interests  of  the  country.  Some  enthu^a^^,  if 
you  will  call  them  by  that  mild  name,  saturated  Congress  with  the  idea  that  tht^ 
muHt  l)e  legislation.  "Give  us  legislation"  was  the  cry,  and  Congress  succuniM 
into  the  arms  of  her  new  love,  with  the  effect  that  gold  advanced,  and  they  repeaitJ 
the  law  in  15  days.    A  legitimate  effect  of  legislating  against  the  comet, 

QUITE  STATITTES  ENOUGH — THE  COMMON   LAW  SUFFICES. 

Sixth.  Now^,  I  bring  you  down  to  our  own  immediate  legislation — what  I  call  i>w 
own  legislation — against  aggregated  capital,  and  I  draw  your  attention  again  to  the 
antitruHt  at-t  of  1890. 

That  act  was  pa.««ed  in  1890.  Now,  I  am  not  going  to  analyze  or  discuss  it  Why 
are  you  here?    Why  are  you  gentlemen  sitting  here  and  deliberating  if  you  have 
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ilready  on  the  statute  books  an  act,  drawn  by  an  astute  statesman,  which  ill^alizes 
J I  combinations,  making  it  a  misdemeanor  to  have  combinations  in  restraint  of  trade? 
»Vhy  do  you  want  more  le^Iation?  Isn't  tiiat  statute  enough?  Will  you  vary  the 
anguaee  of  that  statute?  if  yea,  how  will  you  vary  it,  and  what  amendments  will 
rou  make  to  that  legislation  which  will  conform  to  the  principles  of  Federal  jurispru- 
lence  and  the  principles  which  appertain  to  this  Government  in  its  relation  to  the 
iifferent  States? 

Again,  you  have  the  State  statutes  asainst  * '  trusts. ' '  I  won' t  cite  them ;  I  put  them 
)n  the  record  before  you.  Examine  them  and  you  will  see  their  inconsistencies;  you 
vill  see  how  one  State  murders  one  industry  ana  encourages  another,  how  one  under- 
akes  to  separate  labor  from  capital,  pats  agriculture  on  the  back,  and  kicks  indus- 
rials  and  manufactures. 

These  vast  a^gr^tions  of  labor,  and  aggregations  of  money,  and  aggregations  of 
;ood8  are  in  principle  the  same.  You  must  not  shrink  from  the  responsibility  that 
8  upon  you.  If  you  determine  that  we  must  have  more  legislation,  you  must  also  legis- 
ate  against,  or  at  least  in  respect  to,  labor.  Labor  is  at  least  as  important  as  capital, 
ind  the  man  who  undertakes  to  separate  the  two  will  involve  and  perplex  this  impor- 
:ant  economic  subject.  If  it  be  wrong  to  combine  industrials  or  aggregate  capital,  it 
8  equally  heinous  to  combine  labor. 

And  I  also  call  your  attention  to  this  fact:  There  have  been  seven  judicial  decisions, 
it  least,  of  the  courts  on  questions  of  industrial  combinations.  We  have  had  a 
lecision  in  the  courts  of  New  York  which  condemned  the  "su^  trust;"  we  have 
had  one  in  Ohio  which  condemned  the  Standard  Oil.  The  biscuit  trust  has  been 
jeclared  illegal  and  the  whisky  trust  has  been  declared  illegal,  and  three  others. 
Every  time  that  these  questions  have  come  up  before  the  courts  they,  on  principles 
of  common  law,  or  by  virtue  of  statute,  or  both,  have  declared  the  combinations 
illegal.  The  courts  are  clothed  with  ample  power  under  the  common-law  rules  of 
public  policy  and  the  doctrine  of  restraint  of  trade  to  guard  the  interests  of  the 
public  against  combinations  dangerous  or  hurtful  to  public  interests. 

And,  therefore,  I  say  no  legislation  is  required  to  meet  the  new  and  as  yet 
unknown  quantity  of  industrial  combinations. 

In  fact,  permeated  by  the  influences  of  a  prevailing  public  sentiment,  to  which  all 
human  nature  is  susceptible — ^and  judges  are  human — tne  courts  have  already  pushed 
the  rules  of  the  common  law  to  the  verge  of  reason. 

Are  you  here  to  fight  against  mere  lorm?  If  you  are,  I  have  wasted  my  time  in 
appeanng  before  you  and  you  have  wasted  yours  in  sitting  here  as  a  commission. 
Do  you  care  what  form  aggregated  ca})ital  assumes — whether  it  is  in  the  form  of  the 
old  common-law  trust,  or  whether  it  is  in  the  form  of  a  consolidation  or  a  partner- 
ship or  corporation?  What  is  to  be  the  object  of  this  commission  if  you  are  to  leg- 
islate that  corporations  may  not  form  a  partnership  between  themselves;  what  effect 
does  that  have  on  the  question?  If  you  legislate  that  all  trusts,  common-law  trusts, 
are  illegal,  that  goes  to  the  form.  The  substance  of  the  transaction,  be  it  remem- 
bered here,  means  the  extirpation  of  the  carefully  evolved  commercial  system  of  this 
country,  and  it  means  nothing  less.  I  say  the  fight  against  aggre^ted  capital  has  so 
far  been  a  vain  fight  a^nst  mere  form,  and  when  it  assumes  a  serious  position,  when 
it  gets  to  a  point  that  it  means  to  earnestly  attack  the  substance,  then  tne  contest  will 
be  to  wipe  out  the  commercial  system  of  this  country;  and  I  ask  if  there  is  any  msu* 
in  this  room,  or  any  man  in  this  country,  who  is  ready  to  go  to  that  extent?  That  is 
the  proposition;  I  do  not  care  whether  you  allow  aggre^ted  capital  to  exist  in  the 
form  of  a  trust;  I  do  not  care  whether  you  allow  it  to  oe  in  the  form  of  a  partnership 
or  corporation — if  it  is  bad,  it  is  equally  as  bad  in  the  last  form  as  it  is  in  the  two 
others.  And  you  are  confronted  with  the  question,  if  you  mean  to  legislate,  if  you 
must  legislate,  of  wiping  out  and  extirpating  a  system  under  which  this  country  has 
grown  and  developed  and  l)ecome  as  prosperous  as  it  is,  because  without  the  corpo- 
rations, without  the  instrumentalities  of  such  aggregations  of  capital,  you  never  would 
have  reached  the  remarkable  condition  of  commercial  and  physical  prosperity  which 
you  now  enjoy,  to  the  envy  of  the  balance  of  the  world.  Of  course  it  is  easy  to  remedy 
the  suppo8€Ki  evils  of  aggregated  capital.  You  can,  if  you  are  prepared  to  take  such 
a  step,  wipe  corporations  from  the  statute  books  of  this  country,  or  so  cripple  them, 
by  curtailing  their  inherent  powers,  as  to  make  them  impotent.  But  he  is  a  bold 
man  who  will  advocate  such  revolutionary  measures. 

If  corporations  were  bad,  if  aggregated  capital  were  pernicious,  if  it  distilled  poison 
into  the  veins  of  the  commerce  and  labor  of  this  country,  the  time  to  have  acted  was 
to  have  throttled  the  corporation  in  its  cradle  40  years  ago;  but  now,  when  it  is 
twined  around  every  branch  of  your  commercial  development,  your  industrial  pros- 
perity, and  your  financial  body,  you  are  not  apt  to  listen  to  a  demand  to  destroy  it, 
to  cut  it  down.  The  destruction  of  corporations  means  the  end  of  your  present  com- 
mercial system. 
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Q.  (By  Mr.  Phtllipr.)  Do  we  understand  yoa  to  state  that  this  comzniaBKin  is ^^. 
to  cut  this  down? — A.  1  say  that  if  your  legislation  results  in  your  ssyii^  this,  i^ 
you  believe  that  aggregated  capital  can  exist  in  a  corporation,  but  voa  wonJ^i  da 
allow  it  to  exist  in  a  trust,  then  you  are  accomplishing  nothing.  'ThMt  is  whsi  i 
mean. 

WHAT   ARE  THE   MISCHIEFS  TO  BE  RBMEOIKD? 

I  was  about  to  make  two  more  sus^estions.     We  are  taught  by  men  who  Bv 
made  a  study  of  those  natural  laws,  which  furnish  the  foundation  for  bmzian  i&i'^ 
tion,  that  there  are  three  things  to  be  considered  when  you  are  about  to  make  a  ne* 
statute. 

The  first  is  that  you  must  consider  the  old  law.     What  is  the  old  law? 

Second,  what  is  the  mischief  that  the  old  law  does  not  prevent? 

And  third,  what  is  the  remedy  proposed? 

First.  You  know  that  courts  ol  equity,  under  the  principle  of  the  doctrine  of  pohh 
policy,  poHHtiss  the  right  to  stop  these  commercial  orgamzations  or  ag:gT^5gati«3D?  ui 
capital  when  they  are  considered  pernicious.  You  have  the  Sherman  statute;  y.c 
know  its  history;*  you  have  the  statutes  of  the  various  States,  and  yoa  know  thrir 
histories. 

Then  what  is  the  mischief  which  is  to  be  supplied  or  is  to  be  remedied?  That  b :bf 
question  that  this  commission  must  address  itself  to.  What  is  the  nii^ichief  vhieh 
you  wish  to  remedy?  Are  you  to-day  satisfied  that  since  the  inau^ration  of  tht^ 
industrials  they  have  been  pernicious  and  detrimental  to  the  people  of  this  coontn' 
Can  each  memoer  of  this  commission  put  his  hand  upon  his  heart  and  say,  as  a  g'>*> 
citizen,  that  the  records  of  this  commission  are  full  of  evidence  which'  show  thai 
the*^;  industrial  enterprises  are  evil?  Can  you,  in  face  of  the  extraordinar>'  commrr- 
cial  development  of  this  country,  in  face  of  existing  favorable  financial  and'  indo^nL 
conditions,  say  that  you  are  convinced  that  there  are  evils  which  spring  from  tbiese 
industrials?  If  so,  you  must  stop  them.  I  say  to-day  that  there  has  not  been  a  ?p^ 
cific  statement  which  an  intelligent  man  could  answer,  pointing  out  in  a  concrete 
manner  the  supposeil  evils  which  have  flowed  from  the  inauguration  of  these  enXrf- 
prises.  You  sav  overcapitalization;  well,  that  is  a  question  of  detail,  that  is  a  q^^ 
tion  alxnit  which  men  may  possibly  disagree.  If  you  think  thatcor(X)rationssb<:«t>i 
be  capitalized  upon  the  basis  of  the  actual  value,  why  you  will  find  a  great  many 
people  who  will  agree  with  you.  If  you  find,  on  the  contrary,  that  they  should  be 
capitalized  on  the  })^\»  of  the  profits,  you  will  find  many  more  people  who  will  a^rvr 
with  you.  If  you  think  this  question  should  remain  untouched,  to  be  left  with  tbe 
parti(»s  themselves  who  are  making  the  oiiganizations,  because  you  l)elieve  that  thi? 
(]  nest  ion  of  capitalization,  one  way  or  the  other,  is  not  a  fundamental  question,  bet 
is  influenced  and  controlled  by  the  operation  of  natural  laws  and  of  particular  coD«ii* 
tions,  then  leave  it  alone.  But  these  are  questions  of  detail  that  do  not  go  to  tbe 
8ul)stance  or  root  of  this  matter. 

Perhaps  it  will  be  said  that  individuals  have  appeared  before  you  who  have  sufFereii 
from  a^regated  capital.  That  may  be.  The  individual  cases  may  be  serious,  th<^r 
may  Ihj  j^rievous,  they  may  appeal  to  our  sympathies,  but  in  the  great  progress  oi 
commercial  development  some  must  go  under,  some  must  suffer,  some  must  becrusbed, 
and  that  has  l)een  an  inevitable  rule  from  the  beginning  of  the  world.  If  you  h»i 
sat  as  a  commission  years  ago,  when  the  sewing  machine  was  introduced,  you  wooM 
have  had  hundreds  of  supplicants  coming  before  you  asking  legislation  agamst  it. 
Individuals  do  suffer  and  must  suffer  from  the  consequences  of  the  general  man^b  ol 
commercial  and  manufacturing  development.  In  that  war,  the  batteries  of  science 
and  skill  and  commercial  development  wound  and  kill  their  own  countrymen  and 
allies. 

A  great  philosopher,  Jeremy  Bentham,  was  the  author  of  the  phrase  and  the 
exjK)under  of  the  great  principle  of  **the  greatest  good  for  the  greatest  number"— 
the  only  way  by  which  you  can  successfmly  carry  on  government.    Society  is  » 
constituted  tnat  some  must  suffer.     It  is  the  sacriflce  that  the  few  are  forced  to  make 
for  the  good  of  the  whole.    Take  the  police  and  tiie  school  relation,  in  which  you  are 
interested.     A  man  lives  in  a  village,  and  has  his  own  governess  to  teach  his  cfiildren. 
and  also  has  his  own  man  in  the  house,  and  he  says  to  the  authorities  of  the  vilJagp: 
*'  You  impose  a  tax  on  me  for  public  schools;  I  don't  need  them;  nor  do  I  want  your 
police;  1  nave  a  man  who  does  that  very  well  for  me,  and  I  don*t  need  the  polii'e 
and  I  won't  pay  the  tax."     Well,  where  does  such  a  man  stand?    He  must  go  under, 
l)ecause  the  general  needs  of  the  country  require  common  schools,  and  thev  require 
a  i)olu'e  force;  and  there  is  no  principle  of  legislation  that  can  be  formulated  withoot 
your  stenping  upon  the  toes  of  some  innocent  people,  who  must  suffer  for  the  good 
of  the  wnoie.    Undoubtedly  some  individuais^— perhaps  a  great  many— must  suffer 


LEGISLATION — PUBLIC   CONTROL: — DOS  PASSOS.  1157 

from  the  establishment  of  industrial  combinations.  The  little  grocer,  the  small  hab- 
erdasher, the  middleman,  the  salesman,  the  traveler,  may  have  just  cause  of  com- 
plaint; but  the  Government  is  not  made  to  adjust  these  things  or  to  remedy  such 
evils.  We  are  not  living  in  the  millennium.  We  are  not  governed  by  abstractions, 
nor  is  the  State  influenced  by  sympathy. 

CHICAGO  TBUST  CONFERBNCB — CONCLUSIONS  OF  ITS  CHAIRMAN. 

There  was  a  conference  in  Chicago  some  time  ago  called  the  Chicago  Trust  Con- 
ference. It  was  supposed  to  have  assembled  before  it  all  the  leading  thinkers  on  these 
subjects.  They  bad  before  them  two  of  the  most  eminent  of  our  oratorical  speakers, 
and  they  each  gave  their  view&  And  what  was  the  result?  It  is  contained  m  a  red- 
colored  little  pamphlet  which  I  have  before  me.  I  have  read  that  book  industri- 
ously to  find  light  on  this  great  subject 

As  chairman  of  that  conference  there  was  an  able  lawyer,  Mr.  Howe,  whom  I 
have  the  pleasure  oi  knowing,  a  lawyer  from  New  Orleans,  a  clean-cut,  tried,  careful, 
prudent  man;  and  let  us  see  how  the  results  of  those  deliberations  were  filtered 
through  his  brain.  As  chairman  he  stated  what  the  results  of  that  conference  were, 
and  see  what  he  has  announced. 

He  says:  ''It  seems  to  me — simply  as  an  individual,  of  course — ^that  almost  everv 
paper  or  address  we  have  heard  nas  made  some  admissions  or  concessions  which 
may  form  a  basis  for  some  conclusions,  and  if  you  will  allow  me  I  will  formulate  some 
of  them,  as  follows: 

''1.  That  combinations  and  conspiracies  in  the  form  of  trusts  or  otherwise  in 
restraint  of  trade  or  manu&cture,  which  by  the  consensus  of  judicial  opinion  are 
unlawful" — see  how  carefully  that  is  stated — "which  by  the  consensus  of  judicial 
opinion  are  unlawful,  should  De  so  declared  by  legislation." 

Why,  the  sugar  trust  was  an  illegal  creation  in  New  York  and  was  judicially 
declared  so.  With  what  result?  It  walked  over  to  New  Jersey,  put  on  a  new  suit 
of  clothes,  came  back  to  New  York  as  a  foreigner,  and  there  it  is  nourishing,  and  in 
face  of  your  antitrust  act  of  1890  and  a  tremendous  antitrust  statute  in  New  York. 
With  the  New  York  statute  staring  it  in  the  face  and  the  awful  hand  of  the  Sher- 
man Act  polntinff  at  it,  why,  we  see  the  sugar  trust  calmly  attending  to  its  usual 
business  as  if  nothing  had  happened. 

Now,  the  chairman  of  that  trust  conference  declared  that  the  consensus  of  opinion 
was  that  all  combinations  contrary  to  public  policy  are  unlawful,  and  that  it  should 
be  put  in  statutory  form.  I  have  no  objection  to  that;  I  don't  think  any  man  has, 
because  that  is  simply  doing  what  they  call  codification;  that  is  what  I  call  intelli- 
gent codification. 

But  I  go  on.     ** — which  by  consensus  of  judicial  opinion  are  unlawful,  should 
be  declared  so  by  le^slation  with  suitable  sanctions,  ana  if  possible  by  a  statute  uni- 
form in  all  jurisaictions,  and  that  such  a  statute  should  be  thoroughly  enforced,  so 
that  those  who  respect  it  shall  not  be  at  a  disadvantage  with  those  who  disregard  it." 
I  say  amen  to  that. 

Mr.  Howe,  the  learned  chairman,  then  proceeds: 

**2,  That  the  organization  of  trading  and  mdustrial  corporations,  whether  under  gen- 
eral or  special  laws,  be  permitted  only  under  a  system  ol  careful  Government  control, 
also  uniform,  if  possible,  in  all  iurisdictions,  whereby  we  think  that  many  of  the  evils 
of  which  complaint  is  now  made  will  be  avoided.'' 

I  shall  endeavor  to  show  you  hereafter  that  the  Government,  National  or  State,  has 
already  full  control  of  corporations,  but  I  will  postpone  criticising  that.  But  here  is 
a  lawyer  making  a  clear  pK)6tulate  that  presents  a  basis  for  fair  argument.  Men  may 
differ;  he  may  be  right  and  I  may  be  wrong  in  my  opinions  on  that  subject,  which  I 
will  submit  to  you  in  a  few  minutes. 

Then  he  savs,  in  the  third  place:  **The  objects  of  the  corporations  should  be  con- 
fined within  limits  definite  and  certain.  The  issue  of  stock  and  bonds,  which  has 
been  a  matter  of  so  much  just  criticism  and  complaint,  should  be  guarded  with  great 
strictness.  If  mortgage  bonds  seem  to  be  required,  they  should  to  allowed  only  for 
a  moderate  fraction  of  the  true  cash  value  oi  the  property  that  secures  them." 

1  dissent  from  that  because  it  will  throttle  the  operations  of  corporations  without 
a  lesulting  benefit  to  the  public.  As  a  rule  of  protection  for  investors  and  creditors 
I  think  it  is  superfluous.    But  I  may  be  wrong  in  this  view. 

"As  for  issues:  of  stock,  they  should  be  safeguarded  in  every  possible  way.  They 
should  only  be  allowetl  either  for  money  or  for  property,  actually  received  by 
the  company,  and  dollar  for  dollar."  (That,  I  say,  is  all  right.  This  principle  is 
already  well  established.)  "And  when  the  property  is  so  conveyed  it  should  be  on 
an  honest  appraisement  of  actual  value,  so  that  tnere  may  be  no  watering  of  stock. 
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"4.  And  finally  there  should  be  a  thorough  system  of  reports  and  GoTeniE>^ 
inspection,  especially  as  to  issues  of  bonds  and  stock  and  tiie  statas  and  vdoe  •:! 
property.  Yet  at  the  same  time,  in  the  matter  of  trading,  busineRSs  &nd  iodiHni 
companies,  there  are  many  legitimate  secrets  which  must  l^  respected  by  the  ee^rm 
public. 

**  In  short,  we  need  frankly  to  recognise  the  iACt  that  trading  and  industrial  0Drp:«i- 
tions  are  needed  to  organize  the  activities  of  our  country,  and  they  are  not  t»  i*- 
scolde<i  or  Ix?  l)elied,  but  controlled,  as  we  control  steam  and  electricity,  whii?b  *iv 
alHo  dangerous  if  not  carefully  managed,  but  of  wonderful  uaefulness  if'  rightly  Di> 
nesseti  to  the  car  of  progrefls. 

Now,  here  is  an  intelligent  formulation,  the  results  of  the  Chicago  Trust  Conieresh>> 
expr(>tv1y  called  together  for  the  purpose  of  giving  an  expression  of  views  upcm  t^ 
grave  sunject  of  aggregated  capital. 

The  mim'hief,  ^ntlemen,  wnich  results  from  combined  corporate  capital  is  poi&ir<i 
out  and  defined  in  these  four  statements,  and  one  can  argue  on  the  baas  d  tbrsL 
They  are  clear  and  conservative  statements  and  present  ground  for  fair  aigniLriii 
and  diwuHHion.  They  are  not  so  radical  in  their  terms  and  confiequenees  tha:  if 
adopt(Hl  in  toto  any  material  or  substantial  impedlm^it  would  result  to  oonunertssl 
expansion  or  development 

HASTY   LBGIRLATIOK   MISSBB   rTB  MARK. 

I  have  two  more  views  to  suggest,  one  in  regard  to  the  jurisdiction  and  one  is 
regard  to  the  remedies  that  already  exist. 

No  man  who  is  a  student  of  the  history  of  this  country  and  who  Is  a  lover  oi  tk 
form  of  eoveniment  which  prevails  here  can  look  without  great  solicitude  upon  tor 
remarkable  development  of  capital  which  has  appeared  to  us  so  vividly  in  the  la^  1 ' 
or  15  vearH.  I  do  not  mean  to  assert  to  you,  gentlemen,  that  aggr»ated  capital  is  as 
uniiiitigHto<l  virtue,  without  accompanying  vices.  What  I  have  been  endeavonn^ 
to  impreRs  upon  you  is  the  necessity  of  going  slowly  in  your- acts.  1  have  bwu 
endeavoring,  by  invoking  historical  analogies,  to  show  you  how  easy  it  is  to  na^^ 
hai^ty  legiHlation,  and  that  the  fruits  of  hastv  legislation  not  only  brin^  the  courts  'M 
juHtice  and  the  administration  of  the  law  into  reproach,  not  to  say  contempt,  t^ 
fail  to  ac*complish  the  purpose  at  which  the  legislation  te  aimed. 

Now,  what  can  more  forcibly  illustrate  the  strength  of  that  remark  than  the  anf/- 
truHt  law  of  the  United  States?  I  do  not  suppose  that  the  author  of  that  la«  ever 
t»onceivt»d  the  idea  or  intention  of  affecting  by  that  piece  of  legislation  the  railn^i 
inten»stH  of  the  country.  And  yet  we  have  this  remancable  result,  that  the  indus«tni' 
and  manufacturing  corporations,  as  contradistinguished  from  the  railroad  corpon- 
tionn,  have  escaped  the  law,  as  we  see  in  the  case  of  Knight,^  the  sugar  refining  i-s;^ 
from  Philadelphia,  where  the  court  held  that,  although  the  effect  of  combiningFo^ 
refining  buHinesses  was  to  create  a  monopoly  in  the  manufacture  of  a  necessary  of  lift*, 
yet  it  could  not  be  suppressed  under  the  Sherman  Act  of  1890,  b^suse  it  was  not* 
n»Htraint  of  interstate  trade  or  commerce. 

But,  Htranse  to  say,  the  railroad  corporations,  which,  I  think,  were  not  intended  to 
/l)e  embraced  in  the  law,  were  made  the  sufferers  by  that  legislation.  And  in  the  two 
;  decisions  in  the  Missouri  case,  and  in  the  freight  cases  about  which  you  know*,  ^ 
'.Xo  the  ri'iKifts  of  which  I  need  not  refer,  the  Supreme  Court  held  that  the  ianguasie 
of  the  act  of  1890  applied  to  railroads,  and  contracts  which  were  generally  cont-edid 
I  '  to  Ik?  fair  and  benencial  to  the  public  were  set  aside  as  illegal.  I  have  no  critician 
to  make  on  thene  decisions.  But  see  the  paradoxical  result!  A  scheme  of  legisiatioD 
;  which  aiiiunl  at  manufacturing  and  industrial  corporations  is  declared  not  applioabi*' 
Uy  them,  and  railroad  corporations,  which  were  not  intended  to  be  covered,  are  heM 
to  be  within  the  language  and  spirit  of  the  statute.  This  shows  what  results  aame 
from  ha.Mty,  ill-i'onsider^  legislation. 

I  do  not  claim  here  that  there  are  not  great  and  grave  questions  surrounding  the 
aggre^tion  of  capital,  in  any  form  it  may  assume,  whether  it  is  held  by  anindivkluai. 
a  [)artner8hip,  or  a  corporation.  It  is  a  matter  of  profound  solicitude  to  every  citizen 
of  this  country,  a  matter  of  profound  importance  in  the  development  of  this  countn', 
in  all  it«  operations;  but  I  say  that  the  subject  has  not  approacned  a  ripe  and  matai« 
condition.  I  say  that  if  you  take  the  vague,  indefinite,  and  crude  thoughts  which 
up  to  this  time  characterize  the  discussion  of  this  question,  and  put  them  m  the  cru- 
cible of  legislation,  nothing  tangible,  practical,  and  beneficial  to  the  people  will  coid^ 
from  the  exj)eriment.  That  is  all.  You  must  keep  your  eyes  upon  this  modem 
octopiifl,  whether  it  is  in  individual  or  corporate  form;  but  until  aggregated  capitil 
commits  some  indisputable  blow  against  the  liberties  of  the  people,  until  it  strikes  at 
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the  foundation  of  our  institutions^  or  until  it  interferes  with  the  administration  of 
justice  or  legislation  in  some  positive  way,  I  say  that  it  is  futile  and  unnecessary  to 
?nact  any  laws,  because  you  have  no  defined,  fixed,  intelligent  purpose  in  view,  and 
ivithout  such  purposes  you  are  absolutely  at  sea,  and  the  very  laws  that  you  make 
will  strike  at  people  whom  you  never  oontemj>lated  they  would  reach,  and  probeiblv, 
if  not  certainly,  permit  the  aggr^;ation8  of  capital,  intended  to  be  reached,  to  entirely 
38cape. 

LBOISLATIVE  AND  JUDICIAL  COBRUFTION. 

It  may  be  that  the  effects  of  combinations,  or  the  effects  of  the  aggregation  of 
wealth  or  capital,  may  affect  and  corrupt  the  l^slative  and  judicial  powers  of  the 
Grovemment.  There  is  the  great  danger,  in  my  opinion.  But  no  law  that  you  can 
Frame  can  reach  this  supposed  evil  by  anticipation,  because  you  do  not  know  what 
form  it  may  take.  For  direct  corruption,  the  existing  penal  laws  of  the  nation  and 
the  States  are  amply  suf^dent,  and  need  nothing  in  me  form  of  newer  laws. 

Judicial  or  le^slative  corruption,  however,  is  often  provoked  by  demagogism,  which 
presses  corporations  to  seek  for  their  just  rights  by  illegitimate  means.  It  is  a  public 
saying,  unfortunately,  in  this  country,  that  no  corporation  can  get  proper  and  neces- 
sary privil^es  without  a  lobby.  I  wish  you,  gentlemen,  to  ponder  deeply  over  that 
i,spect  of  the  question.  A  corporation  goes  to  a  municipal  legislative  body  and  wishes 
ei  certain  privilege,  which,  if  granted,  will  benefit  the  public,  yet  the  railroad  men 
and  the  men  who  control  corporations  will  tell  ^ou  that  it  can  not  be  obtained  by 
legitimate  methods.  Now,  there  is  no  use  disgmsing  the  fact  that  occult  influences 
are  used  sometimes  by  large  corporations,  of  necessity,  to  obtain  thin^  which  are  of 
the  greatest  importance  to  the  public;  and  if  you  can  stop  that  end  of  it,  you  remove 
one  great  temptation  to  judicial  or  legislative  corruption. 

If  demagogism  is  eliminated  from  the  discussion  of  these  questions  of  aggregated 
capital,  there  is  no  doubt  that  a  solution  will  be  found  entirely  satisfactory  to  the  true 
progress  and  interests  of  the  country. 

In  concluding  this  branch  permit  me  to  rep^t,  that  it  appears  to  me  that  all  we 
have  to-day  to  K)und  legislation  upon  is  the  opinions  of  men  who  are  not  (qualified  to 
speak  with  any  intelligent  authority;  we  have  the  vague  and  indefinite  cnticisms  of 
people  who  have  not  Sudied  these  questions  from  the  standpoint  of  actual  experience 
or  tne  honest  conviction  resulting  from  deep  research.  Whenever  these  critics  appear 
before  this  commission,  if  they  will  hazard  that  step,  if  they  undertake  to  make  state- 
ments, you  are  likely  to  insist  upon  proof,  upon  statistics,  upon  real  arguments  and 
facts,  and  that  is  the  way  you  can  build  the  foundation  for  a  law  which  will  be  satis- 
factory all  around. 

IF   NEW   LAWS  ARK   NEEDED,  WHAT  JURISDICTION  SHALL  THEY  COME   FROM? 

Assuming  that  you  gentlemen  should  come  to  the  conclusion  that  some  further 
law  was  necessary,  you  are  confronted  with  a  question  as  to  the  jurisdiction — as  to 
whether  it  should  be  a  national  or  a  State  law.  This  involves  some  study  as  to  the 
nature  of  our  Government  and  the  true  relation  of  the  States  to  it.  This  Govern- 
ment is  not  a  national  government.  It  is  a  federative  government.  Whatever 
powers  this  federative  government  has  are  riven  to  it  by  the  Oonstitution.  The  Con- 
stitution of  the  United  States  may  be  divided  under  two  great  heads,  namely,  that 
part  which  we  carried  almost  bodily  from  the  English  law  and  that  part  which 
resulted  from  the  purpose  of  a  federation. 

If  you  will  take  occasion  to  study  this  great  instrument  you  will  find  that  the  ex- 
pressions of  individual  rights  in  Magna  Cnarta  are  almost  copied  in  the  Constitution 
of  the  United  States.  And  if  you  examine  the  three  foundations  of  the  English 
Government  to-day — the  Magna  Charta,  the  Petition  of  Right  and  the  Bill  of  Rights — 
vou  will  discover  that  all  of  our  rules  of  liberty,  justice,  and  right  have  been  drawn 
from  these  sources.  Whatever  is  new  in  our  (Jonstitution  is  the  result  of  the  associa- 
tion of  the  13  States,  by  which  they  agreed,  for  the  purpose  of  mutual  and  perpetual 
union,  to  delegate  to  the  General  Government  certam  specified  powers. 

The  idea  of  the  Constitution  of  the  United  States  was  that  the  General  Govern- 
ment should  never  interfere  with  anv  of  the  internal  affairs  of  the  States.  The 
Government  wanted  just  power  enough  to  protect  itself  from  exterior  influences  and 
to  hold  the  States  together,  and  it  did  not  propose  to  interfere  with  the  rights  of  the 
States  to  govern  themselves  as  to  their  internal  affairs  any  more  than  the  respective 
States  undertook  to  interfere  in  the  domestic  relations  or  private  affairs  of  any  of  its 
citizens.  If  you  keep  that  idea  in  mind  you  can  intelligently  approach  the  question 
whether  the  Federal  Government  has  the  right  to  interfere  in  the  general  questions 
of  aggregated  capital. 
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The  nece»ity  for  Home  such  provision  as  the  present  **  commerce  cUmae"  is  ib» 
Constitution  w'{u<  the  real  cause  for  calling  the  convention  which  led  tothead«x>DG 
of  our  pret^ent  (\)n><titution.  When  we  separated  from  England  the  greftt  di&ix:r> 
was  the  want  of  uniformity  in  the  commerce  and  navigation  laws. 

In  the  Articles  of  Confederation,  which  preceded  the  Constitution  of  theUtiM 
States,  there  was  nothing  which  made  commerce  free,  open,  and  aniform  herarH: 
the  States;  and  when  they  received  their  independence  the  question  of  an  untRL-- 
meled  commercial  intercourse  l)etween  the  States  of  the  Union  was  one  of  the  pni- 
cipal  Hul>j(H*ts  which  confronte<i  the  people.  That  clause  of  the  Const! tutit in  <«c  ibr 
United  States  by  which  Congress  was  given  the  power  to  regulate  commerct^— I  ai 
this  with  great  confidence — was  never  intended  as  an  absolute  authority  f«»r  uk 
General  (iovemment  to  interfere  or  meddle  with  the  internal  affairs  of  the  Staze^. 

The  phrase  "regulate  commerce*'  does  not  mean  to  restrain  commerce,  and  Ts^fr 
was  intended  to  have  such  meaning.  There  was  no  thought  of  interferinir  wnib  br 
development  of  the  country  in  placing  this  language  in  the  Constitution.  T» 
framers  only  undertook  to  say  this:  That  the  States  should  not  deprive  each  oth^r>>' 
that  free  and  al)solute  inter(X)urse  between  themselves  which  must  necessarily  exi^t 
for  the  pur)K>He  of  ai'complishing  the  purposes  of  the  Union.  That  was  the  intentk^ 
They  said  ail  of  the  navigable  waters  must  be  open  to  all  the  States — no  inipediuK-^t? 
placiHi  in  the  great  highways  and  roads,  and  no  restrictions  made  upon  trade  tn>. 
cumiuerce  as  l>etween  them.  The  citizens  of  South  Carolina,  ?«o  far  as  the  navig^^ 
waters  and  roa^ls  and  evervthing  that  appertained  to  commerce  were  i-oncertiei. 
should  enjoy  the  same  equalities  and  privileges  that  a  citizen  of  New  York  possee^c^: 

In  the  first  cane  which  arose  in  the  Supreme  Court  of  the  United  States — Ciibbijcs  »•. 
Ogden* — under  this  commerce  clause  of  the  Constitution,  the  question  was  this:  Liv- 
ingstone and  Fulton,  who  were  then  applying  steam  to  water  navigation,  had  recent*! 
from  the  legislature  of  New  York  a  grant  for  the  exclusive  use  of  steam  in  the  Q£>- 
igable  waters  of  New  York  State  for  a  term  of  years.  Well,  that  was  a  privik^*- 
that  nolxxly  envied,  l)ecau8e  Livingstone  and  Fulton  were  applying  a  new  and  gr^' 
discovery  to  the  propulsion  of  iKwts,  and  the  State  gave  them  the  sole  privilesv  i 
enjoying  this  valuable  invention.  But  they  had  no  sooner  obtained  this  tyrant  fp>ni 
the  State  of  New  York  than  another  individual  started  a  line  of  steam  l>oats  Inn 
New  Jersey  and  ran  over  to  New  York,  and  he  was  seized.  He  was  under  a  liot-n-t 
of  the  Unite<l  States  (lovernnient  regulating  the  coasting  trade,  and  the  qne^ti-  « 
arose  in  the  Supreme  Court  of  the  United  States  whether  tne  State  of  New  York  h*J 
the  ))ower  to  grant  such  an  exclusive  privilege  to  the  exclusion  of  citizens  of  oth^r 
States  navigating  under  coasting  licenses.  The  opinion  of  Chief  Justice  Mars^l 
delivered  in  this  case  has  been  universally  read  and  studied,  and  he  held  that  it  ^ns 
one  of  the  objects  of  the  commerce  clause  of  the  Constitution  to  open  the  navigable 
waterH  to  all  citizens  of  other  States,  and  that  the  grant  to  Livingstone  and  Fultoo 
was  in()j)erative.  "The  genius  and  character  of  the  whole  Government  seem  to  he 
that  its  action  is  to  be  applied  to  all  the  external  concerns  of  the  nation  and  to  those 
internal  concerns  which  affect  the  States  generally,  but  not  to  those  which  are  vou^- 
pletely  within  a  particular  State,  which  do  not  affect  other  States,  and  with  which 
It  is  not  necessary  to  interfere  for  the  purpose  of  executing  some  of  the  general  pow- 
ers of  the  Government.  The  completely  internal  commerce  of  a  .State,  then,  mav  I* 
consideriHi  as  rest*rve<i  for  the  State  itself."  This  language  of  Chief  Justice  Man^W/ 
furnishes  the  keynote  to  this  much-discussed  clause  of  the  Constitution. 

Of  course,  the' Supreme  Court  of  the  United  States — I  say  it  with  great  regret — ^ha? 
been  remarkably  harassed  and  annoved  in  its  decisions  upon  this  clause.  I  do  Dc>t 
think  any  man  can  sit  down  and  study  the  decisions  of  that  court  upon  the  interstate- 
comnuTi-e  clause  without  rising  from  the  reading  with  a  feeling  that  they  are  very 
inconsistent  in  some  respects;  and  Judge  Bradley,  in  one  of  his  oecisions *— and  I'er- 
tainly  Judge  Bradley  was  a  very  able  lawyer — expressed  a  rc«ret  that  the  court  had 
strayed  so  far  away  from  the  principles  of  Gibbons  v.  Ogden,  Irom  which  I  have  just 
quoted. 

The  judges  of  the  Supreme  Court  of  the  United  States  are  human,  and  they  are 
more  or  less  susceptible  to  the  influence  of  outside  opinion  and  discussion,  as  other? 
are.  Law,  after  all,  is  nothing  but  the  expression  of  custom.  Despite  the  feet  that 
legislatures  undertake  to  put  m  statutory  form  laws  for  the  government  of  the  peo- 
ple, that  which  is  the  great  law  and  that  which  is  the  universal  law  is  the  law  ol 
custom;  and  the  Supreme  Court  judges,  like  all  other  human  beings,  are  susceptiWe 
to  the  influences  that  prevail  at  the  time  they  write  their  decisions— honest,  nigh- 
toned,  intelligent,  proud  of  their  position  in  every  way,  but  still  human,  as  voucan 
see  if  you  take  the  legal- tender  cases,  where  they  made  two  decisions,  one  in  lavorof 

1 9  Wheatoa'8  Rep.,  1.  *  Leloup  v.  Mobile,  127  U.  S.  Rep.,  G«Oi 
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legal  tenders  and  one  against  them,  and  if  you  take  the  income-tax  cases  and  other 
instances — few,  I  am  glad  to  say— you  will  see  that  that  court  is  influenced  very  largely 
by  the  prevailing  popular  opinion.  They  breathe  the  same  air,  they  sleep  in  the 
same  air,  they  live  under  the  same  influences  as  other  people  do;  ana  when  a  Ques- 
tion of  law  is  presented  there  they  are  susceptible,  more  or  less,  to  the  atmosphere 
which  prevails,  and  everybody  must  recognize  that. 

I  say,  therefore,  that  Congress  should  not  put  upon  that  court  unnecessary  bur- 
dens, aa  they  have  done  by  the  Sherman  Act.  It  was  a  crude  piece  of  legislation  at 
best,  and  that  court  has  endeavored,  in  an  honorable  and  conscientious  way,  to 
extricate  itself  from  it,  as  much  as  it  can;  but  it  would  have  been  much  better,  in  my 
judgTnent,  if  that  law  had  never  been  enacted,  because  it  unnecessarily  attempts  to 
deprive  the  State  of  power  which  they  alone  should  exercise;  it  is  another  innovation 
of  the  General  Government — it  is  another  unnecessary  step  toward  centralization. 
Gentlemen,  the  strict  States'  rights  doctrine  has  been  largely  obscured  since  the  war 
of  1860,  because  manv  issues  which  were  involved  in  it  disappeared,  when  that 
unhappy  epoch  in  our  history  closed. 

Bot  the  subject  of  the  relation  of  the  Federal  Government  to  the  States  is  one  of 
the  profound  est  importance,  and  it  should  always  be  kept  alive  and  green  before  us, 
when  legislation  of  the  kind  involved  in  this  discussion  is  contemplated. 

I  do  not  assert  these  \'iew8  as  the  result  of  political  and  partisan  bias,  but  the^^ire 
influenced  by  independent  thought  and  conviction.  As  Mr.  Gladstone  savs,*the 
fabric  of  our  Constitution  is  one  of  the  greatest  that  has  ever  been  devised  by  liuman 
minds.  If  we  can  preserve  it,  as  it  has  been  handed  down  to  us,  there  is  not  '*the 
slightest  doubt  about  our  politi  al  equality  and  our  progress  and  development.'' 

States'  riehts  is  not  a  party  question.  It  has  disappeared  from  the  realm  of  partisan 
politics,  and  when  you  are  mquiring  into  the  legahty  of  business  carried  on  by  manu- 
facturing corporations  incorporated  under  State  laws,  and  the  question  of  restricting 
or  limiting  tnem,  you  must  be  warned  not  to  encroach  upon  the  authority  of  the 
various  Stotes;  and  it  is  very  important  that  conscientious  study  should  be  bestowed 
upon  this  important  subject  before  Federal  legislation  is  granted.  It  is  unfortunately 
true  that  lately  we  are  tending  to  nationalization.  It  is  true  that  in  ^at  emer- 
gencies people  are  turning  to  the  National  Government  for  help,  for  assistance  and 
support;  but  it  is  equally  true,  in  my  humble  judgment,  that  such  appeals  should  be 
disre^rded,  and  that  the  fabric  of  this  Government  never  can  be  sustained,  in  its 
pristine  vieor  and  glory,  unless  we  keep  the  identity  of  the  State  governments  per- 
fectly established  as  against  the  Federal  power.  And  now  that  that  great  bone  of 
contention,  slavery,  has  disappeared,  we  have  a  chance  to  look  at  the  question  from 
an  independent  and  unbiased  standpoint,  uninfluenced  by  sectional  or  partisan 
politics. 

The  question  of  States'  rights  involves  the  whole  theory  of  our  Government,  and  the 
perpetuation  of  our  republican  institutions.  It  is  essential,  in  considering  the  sub- 
ject of  making  laws,  to  endeavor  at  all  times  to  maintain  the  individual  autonomy  of 
citizenship.  We  begin  with  the  household,  family  and  domestic  afiairs,  and  we  say 
to  the  village,  or  town,  or  city,  or  State,  whichever  undertakes  to  invade  the  privacy 
of  these  relations,  '*  You  must  keep  your  hands  off."  As  citizen  members  of  villages, 
towns,  cities,  or  municipalities,  we  claim  the  general  right  to  legislate  for  ourselves, 
with  only  so  much  interference  from  the  State  as  is  necessary  for  the  general  good  of 
the  whole  people;  and  when  we  come  to  State  citizenship  we  claim  that  the  Federal 
Government  has  no  power  over  us  except  that  which  has  been  delegated  to  it  by  the 
Constitution.  In  any  l^slation  inaugurated  by  the  Federal  Government  it  is  there- 
fore essential  that  there  should  be  no  encroachment  upon  the  rights  of  the  States  as 
they  are  preserved  in  the  Constitution.  In  State  legislation,  as  against  municipalities, 
cities,  towns,  and  villages,  it  is  equally  important  that  the  rignts  of  these  smaller 
communities  should  not  be  invaded,  and  the  same  reasoning  applies  to  the  invasion  of 
individual,  domestic,  family,  or  business  affairs  by  the  National  or  State  Government, 
or  any  of  the  minor  municipalities. 

Looking  at  the  subject,  therefore,  in  the  light  of  every  fact  which  I  have  been  able 
to  discover,  I  see  no  reason  why  there  should  be  any  national  legislation  in  respect 
to  this  question  of  aggr^ated  capital. 

In  regard  to  State  legislation,  you  are  charged  with  suggesting  a  basis  for  homo- 
geneity of  laws  upon  this  subject.  Nothing  appeals  to  me  so  strongly  as  that  propo- 
sition. The  draftsman  of  the  act  which  created  your  commission  had  in  view  the 
possibility  of  your  reaching  a  conclusion  upon  which  you  could  not  conscientiously 
recommend  national  legislation,  and  he  has  carefully  given  you  the  power  to  make 
recommendations  by  which  homogeneity  on  this  subject  t)etween  all  the  States  could 
be eslablished— similar  laws  iramed  on  the  same  line — the  States  to  take  up  this  great 
question  and  legislate  in  a  uniform  way.    A  recommendation  emanating  from  this 
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commiBRion  ought  to  have  the  profoundeet  weight  in  all  the  States,  especialiy  iiti 
a(*coini)anied  by  reajBoning  which  appeals  to  intelligent  men. 

Therefore  I  submit  that  ifvon  recommend  le^Ution  at  all,  it  can  only  be  in  t> 
phapt^  of  propoHalR  to  the  different  States.  And  if  it  is  true  that  any  corpon^  l  ~ 
thiH  country — I  do  not  care  which  corporation  it  is — is  in  possesBioo  of  franchise?.  ^ 
ifl  in  poHHCHHion  of  rights,  or  is  the  tiolder  of  privileges  which  are  not  shared  ty 
other  con>oration8  or  individuals,  then  I  say  if  von  are  satuafied  of  tbat  iacc  >> 
your  U^iHiation  against  it  speirificaily,  and  do  it  clearly,  and  the  peoj^  will  apf^aa: 
you  ana  the  courts  can  intelligentl}r  sustain  you. 

Ah  1  Hee  the  subject,  without  having  the  wnole  light  before  me  as  yon  have,  srr-: 
here  patiently,  as  you  have  been,  for  months,  and  ^thering  in  all  the  statisticB,  t>i& 
and  opinions,  it  seems  to  me  that  the  legal  remedies  in  the  various  States  are  an i^^ 
UMlay  to  redress  all  grievances  which  may  exist,  and  about  which  I  noiv  wish  to  t^s^ 

THRRR   INTBRBBTS,  THB  PUBUC,  THB  STATB,  THB  OTOCKHOLDBR. 

There  are  three  classes  of  persons  who  are  interested  in  the  remedies  appertaxnccc" 
aggregations  of  capital:  First,  there  is  the  public;  second,  the  State;  and  thirdiv.  tht 
Htr'.H  holders,  and  creditors  who  may  be  classified  with  the  stockholders,  becaz» 
th^^  rights  are  somewhat  similar. 

Slow,  let  me  first  take  up  the  question  of  the  public.  There  has  been  much  tsJk. 
and  it  lias  received  sanction  from  the  very  respectable  authority  of  Judge  Howie,  is 
his  formulation  of  the  results  of  the  Chicago  Trust  Conference;  there  is  a  i«tn^^ 
demand  in  favor  of  more  publicity  in  respect  to  these  industrial  corporations. 

Well,  let  us  inquire  what  interest  the  public  has,  in  what  I  shall  now  term  corpir- 
ate  wealth  and  corporate  interests.  The  public — and  I  mean  by  the  public  tb>* 
jHTHoiis  who  have  no  pecuniary  or  contractual  interest  in  the  corporation — £>  i^ 
cla.s8  of  persons  who  are  interested  in  corporations,  and  solely  and  oecause  corpi>n- 
tions  are  created  by  public  statutes,  and  whose  interests  can  not  extend  beyond  kncs- 
ing  that  the  corporation  is  faithful  to  its  charter — ^to  its  obligations  to  the' State. 

1  take  issue  with  the  advocates  of  publicity  here,  and  I  deny  that  it  is  necessarr  ir 
the  bnmd  sense  in  which  it  is  demanded.  I  say  that  no  man  who  is  not  inten^r^i 
in  a  corporation  has  a  right  to  know  anything  a6out  it.  It  is  none  of  his  bn^o*^ 
I  nut  that  proposition  very  boldly.  I  may  be  wrong,  but  my  views  are  definite- 
Hni)j€»ct  to  change,  but  at  this  time  well  fixed.  I  repeat,  that  ff  you  guard  the  riphtr 
of  stockholders  and  persons  who  have  contractual  relations  with  corporations.  an*i 
the  State  continues  its  paramount  authority  over  the  corporations — as  I  shall  show 
vou  it  poHw^sses — and  that  the  corporation  keeps  its  contract  with  the  State  by  sstrktJ/ 
following  its  charter,  then,  and  m  such  events,  the  public  has  no  more  business  in 
its  private  concerns  than  it  has  in  the  private  affairs  of  your  household,  Mr.  Phillips; 
or  your  fortune,  or  your  own  business. 

Q.  (By  Mr.  Jenks.)  Are  you  using  the  word  *' right"  there  in  its  legal  senae?- 
A.  Or  contractual. 

Q.  When  you  said  that  they  had  no  more  right  than  a  private  individual,  y*^ 
meant  right  in  the  strictly  l^gal  sense? — A.  I  use  "right"  as  distinguished  fn.«i 
authority.  I  mean,  as  a  question  of  morals  and  as  a  (question  of  ethics,  they  ha\*e  do 
right,  any  more  than  you  nave  to  inquire  into  my  private  business.^ 

Q.  You  are  notusin^  it,  then,  in  the  strictly  legal  sense? — A.  No,  no;  I  am  not  1 
see  what  is  on  your  mind. 

Q.   (By  Mr.  Phillips.)   Will  you  allow  me  a  question  now?    Then  would  a  cf^r- 

poration  have  a  right  to  offer  its  stock  to  the  public A.   flntermpti ng. )  I  wili 

come  to  that;  I  will  take  care  of  that.     I  do  not  have  any  apprenension.     I  will  take 
care  of  that  part  of  it,  and  I  am  glad  you  asked  the  question. 

Q.  I  am  asking  for  information,  you  understand. — A.  I  will  come  to  it;  I  will 
give  it. 

The  line  between  the  exercise  of  governmental  rights— now  I  am  speaking  as  if  thf 
State  were  offering  to  make  a  law  controlling  corporations — I  say  that  the  question? 
as  to  where  and  when  the  State  should  legislate,  and  where  and  w^hen  it  should  not; 
as  to  when  private  rights  intervene  and  the  State  should  withdraw;  where  the  StatpV 
right  to  intervene  is  paramount  and  the  private  rights  must  yield,  are  questions  of  the 
greatest  delicacy.  And  I  do  not  know  tnat  I  can  do  better  than  to  quote  to  you  frm 
Mr.  Burke,  who,  in  my  opinion,  is  an  authority  on  any  subject  whicK  he  ha^ 
touched,  at  any  time  and  in  any  place.  But  it  is  clear  that  when  you  come  to  the 
question  as  to  whether  the  State  shall  legislate  about  what  concerns  your  domestic 
or  business  relations,  I  say,  unless  the  necessity  is  overwhelming,  it  ought  to  keepife' 

1  See  pp.  1167, 1168, 1171, 1177;  M  r.  Allen,  p.  1189. 


LEGISLATION — ^PUBLIC  CONTROL: — ^D08   PASSOS.  1163 

hands  off.  You  ought  to  allow  the  autonomy  of  household  affairs  and  the  autonomy 
of  business  to  be  run  in  accordance  with  the  wishes  of  the  individuals  concerned,  ana 
the  Government  has  no  more  rieht  to  interfere  with  your  business  than  it  has  to  go 
into  your  house  and  aak  vou  what  you  are  eatinj!^  or  to  dictate  what  you  sliall  eat. 
The  line  between  where  the  Grovemment  comes  m  and  where  the  State — ^the  citizen 
^es  out  is  clearly  put  by  Mr.  Burke*  [reading]:  "It  is  one  of  the  finest  problems 
in  I^islation/'  savs  Mr.  Burke,  "and  what  has  often  engaged  my  thoughts  whilst  I 
followed  that  profession,  *  what  the  State  ought  to  take  upon  itself  to  direct  by  the 
public  wisdom  and  what  it  ought  to  leave,  with  as  little  mterference  as  possible,  to 
individual  discretion.'  Nothing,  certainly,  can  be  laid  down  on  the  subject  that  will 
not  admit  of  exceptions,  many  permanent,  some  occasional.  But  the  clearest  line  of 
distinction  which  I  could  draw,  whilst  I  had  my  chalk  to  draw  any  line,  was  this: 
That  the  State  ought  to  confine  itsRlf  to  ^hat  regards  the  State  or  the  creatures  of  the 
State,  namely,  the  exterior  establishment  of  its  religion;  its  magistracy;  its  revenue; 
its  military  force  by  sea  and  land;  the  corporations  that  owe  their  existence  to  its 
fiat  (this  phrase  undoubtedly  means  j^ubuc  corporations,  as  private  corporations 
^vere  not,  at  the  time  this  was  written,  in  existence) ;  in  a  word,  to  everything  that 
is  truly  and  properly  public,  to  the  public  peace,  to  the  public  safety,  to  the  public 
order,  to  the  public  prosperity.  In  its  preventive  police  it  ought  to  be  sparing  of  its 
efforts  and  to  employ  means,  rather  few,  frequent  and  strong,  than  many,  and  fre- 
quent and,  of  course,  as  they  multiply  their  puny  politic  race,  and  dwindle,  small 
and  feeble.  *  *  *  They  ought  to  know  the  different  departments  of  things; 
what  belongs  to  laws,  and  what  manners  alone  can  reciulate.  To  these,  great  poli- 
ticians may  give  a  leaning,  but  they  can  not  give  a  law.'' 

Now  there  are  a  great  many  things  that  the  State  has  no  right  to  regulate.  There 
are  a  great  many  things  that  the  State  has  no  right  to  go  into  at  all;  about  which  it 
has  no  right  to  dictate.  It  has  no  right  to  dictate  to  me  what  religion  I  shall  follow, 
what  I  shall  eat,  what  I  shall  wear,  or  what  business  I  shall  engage  in.  Mark  you, 
I  do  not  lay  down  this  as  an  absolute  proposition,  an  unqualified  one.  What  I  mean 
is  this,  that  unless  there  is  some  overwhelming  necessity,  some  apparent  and  power- 
ful moving  cause  and  mischief  at  hand,  the  State  should  keep  its  hands  off;  that  is 
what  I  mean.  But  if  the  mischief  is  plain,  if  you  feel  that  overwhelming  cause 
forcing  itself  upon  you,  then  you  are  justified  in  legislation,  and  you  will  find  plenty 
of  authority  for  it  under  the  police  power  and  under  every  other  power. 

I  come  back,  then,  to  the  question  of  publicity,  and  1  assert  that  the  public  is 
amply  protected  by  existing  laws.  So  far  as  the  general  public  is  concerned,  if  it  is 
influenced  or  damaged  or  defrauded  by  any  act  of  a  corporation,  or  its  directors,  or 
its  promoters,  or  anybody  associated  with  the  enterprise,  there  is  a  criminal  and  a 
civil  legal  remedy,  full,  complete,  and  absolute.  Let  me  illustrate:  If  a  corporation 
were  to  issue  a  circular,  a  prospectus,  which  is  now  becoming  the  method  of  intro- 
ducing new  organizations  to  the  public  and  getting  subscriptions,  if  there  is  put  in 
that  prospectus  any  statement  which  is  false  and  fraudulent,  it  is  a  foundation  for  a 
criminal  indictment.  Here  is  a  perfect  remedy  existing  under  the  laws  of  every 
State  in  the  Union.  You  do  not  have  to  guard  the  public  in  that  respect.  No 
excuse  can  be  found  m  this  respect  for  the  intervention  of  the  State.  If  a  man  puts 
his  money  into  a  corporation  through  the  representations  contained  in  the  prospec- 
tus, he  has  a  civil  remedy  for  damages  in  addition  to  his  criminal  remedy.  So  that 
there  is  no  possibility  of  anybody  being  defrauded  or  cajoled  or  influenced  out  of 
hi«  rights  or  property  by  anything  that  the  corporation,  or  any  of  its  surrounding 
associates,  or  persons  interested  in  it,  can  do,  without  an  appropriate,  full,  and  perfect 
remedy. 

Q.   (By  Mr.  Phillips.)  Would  that  follow  the  dividends  and  the  management  of 

the  business  through  a  series  of  years,  offering  to  the  public A.  Yes. 

Q.  Without  their  privilege  of  examining  to  know  whether  those  statements  were 
correct  or  not? — A.  Yes.  So  far  as  dividends  are  concerned,  if  they  declare  a  divi- 
dend which  has  not  been  earned,  it  is  a  misdemeanor  in  our  State.  It  is  a  crime; 
and  if  they  do  that  they  are  civilly  liable  to  anybody  who  buys  on  the  faith  of  the 
declaration  of  the  dividend. 

Q.  Can  you  conveniently  ascertain  that  fact  unless  the  public  has  access  to  the 
books?— A.  What  do  you  mean,  the  stockholder  or  the  creditor? 

Q.  A  stockholder.— A.  A  stockholder  has  the  right.  I  will  come  to  that  in  a  min- 
ute. I  am  taking  it  up  now  in  a  regular  way.  I  am  dealing  now  with  the  outside 
public  before  they  get  into  the  corporation,  and  I  affirm  that  it  is  utterly  impossible 
for  you  to  conceive  of  a  case  where  the  public  is  swindled  or  where  the  public  loses 
money  by  corporate  action  unless  there  are  adequate  civil  and  criminal  remedies. 

1  Burke  on  the  Thoughts  aud  Details  of  Scarcity,  at  p.  416,  Rlviogton  edition  of  1808. 
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Whether  thev  are  enforced  or  not  w  another  question.    Now,  eo  idiicIi  for  th^  pcfo* 

If  the  policitude  of  thom>  opponents  of  aggregated  capital  is  bfi£«ecl  on  the  iarz  th^ 
they  wish  to  prc>te<'t  the  pubhc,  then  I  say  to  them  that  the  public  is  jtiuply  prcffr^-vr 
thev  can  winn  no  further  protec*tion. 

Now,  let  UH  go  a  ntep  further.    Take  the  stockholder:  What  are   his  rijrht^    Tif* 
Ht<K*kholder  of  a  oorjKjration  has  the  absolute  right  to  open  the  books.      Yoa  need  &' 
law  on  that  Huhjwt.    The  diret^torsof  a  corporation  are  trustees  for  the  stockhokh--^ 
and  the  lKX)kH  of  the  corporation  can  be  opened  to  them,  through  the  instrumeniaiin 
of  a  court  of  e<juitv,  under  the  powers  that  a  court  of  equity  inherently  poeees^es,  C'T  j 
court  of  common  law,  or  under  statutory  power,  at  any  reasonable  time  After  idt 
reasonable  demand.    Their  rights  are  fully  protected,  and  while  there  may  be  L^>k2ir: 
canes  where  Ht<x'k holders  have  failed  to  get  at  the  books,  if  you  will  examine  b^ 
(^aMes  you  will  discover  the  grounds  of  the  failure.    Persons  sometimes  bay  stoi^  i-^ 
the  puriK>Hi^  of  finding  out  wliat  is  going  on  in  a  certain  corporation,  and  for  no  oti?f 
object.     Lonl  Kllenliorough  said  to  a  man  who  was  in  court  in  this  case  which  I  d't*^^ 
from  EastV  HeiK)rts:'*  You  have  not  clean  hands;  you  came  into  this  sait  spectii^ 
tively ;  you  have  l)ought  into  this  corporation  for  the  purpose  of  making  this  examisi- 
tiim; ''  and  in  such  instances  as  these  the  courts  refuse  to  allow  examinations  of  cc?- 
porate  Ixxiks  to  Im  made.     But  every  bona  fide  holder  of  stock  has  the  ri^ht  to  opa 
the  lxx>kH  of  the  corporation,  and  every  court  in  this  country  will  aid  him  todoii 
and  if  they  do  not,  if  there  is  anything  incomplete  in  the  remedy  in  that  respect,  1  my 
make  it  so,  make  it  so;  it  ought  to  be  so;  but  if  you  study  the  question  I  say  tb^ 
v<  >u  will  Ih?  KatintiiHl  that  a  complete  remedy  already  exists.     If  you  want  homogen^ 
in  the  rulcH  of  the  different  States,  make  it 

Therefore,  so  far  as  the  stockholder  is  concerned,  his  rights  are  amply  protected  i: 
law  or  in  e<iuity. 

Xow%  let  us  come  to  the  State.     Here  is  where  the  principal  question  arises,  nnl  I 
will  not  differ  with  the  most  radical  exponent  of  the  doctrines  of  antiaggregatiim  c<j 
capital  u|x>n  this  question.    The  State  is  the  creator  of  the  corporation.     The  Susr 
dictat(»H  the  tenns  upon  which  the  corporate  charter  is  granted.     The  charter  mske? 
the  corporation  a  quasi-public  Ixxly.    The  State  has  the  absolute  right  not  only  xo 
make  examinations,  but  it  has  the  right  to  extinguish  thecharter,  as  you  would  extin- 
guish the  flame  of  a  candle.     It  can  destroy  the  life  of  a  corporation  at  any  momeni. 
VxH*ause  the  conditiim  in  the  constitution  of  all  the  States  now  is  that  the  Statt:> 
n^serve  the  right  to  revoke  all  charters.    Not  only  that,  but  the  State  has  what  we 
call  in  equity  a  visitatorial  power.     It  has  the  power  through  its  attomey-generai  U 
visiting  a  corporaticm,  inquiring  into  its  methtxls  of  doing  business,  and  making  a 
thorough  examination  of  its  lxx>ks  and  of  its  accounts  and  its  buainefls,  if  sufficiait 
jnstilication  exi.sts  to  warrant  such  a  course.    So  that  the  States  are  not  deficient  in 
)M)wer,  and  the  cry  of  publicity,  in  my  estimation,  is  entirely  unwarranted  by  the  law 
and  facts.     But  if  you  were  to  make  a  law  by  which  the  whole  public  could  pass 
through  the  office  of  a  corporation  and  look  at  its  affairs  as  you  would  pass  through 
a  Htrcet  and  l(x)k  through  the  windows  into  an  ofllce  to  discover  what  w^as  going  cm 
tluTc — I  say  that  such  a  licenne  to  the  ^neral  public  would  be  infringing  the  nght? 
of  the  corporati(m—  it  would  be  infringing  uidividual  rights;  you  would  be  guiltv  oi 
tninscen<liiigtheix)wer  of  government,  unless  you  had,  as  I  say,  some  overwhelming, 
))owerful,  g(Hxl,  8u))stantial  motive  to  do  it.     With  the  law  as  it  is  to-day,  giviiur  the 
State  tranweiidental  powers  over  corporations,  protecting  stockholders  and  creoitiii? 
and  the  public  as  well,  I  believe  that  the  cry  of  publicity  has  no  foundation  to  rest 
upon.' 

THE   (;REAT   corporations   are  owned    by  the   men   op   small   MEAN'S. 

Now,  one  more  thought.  Some  persons,  I  think,  have  an  idea  that  these  aggrv^- 
tions  of  capital  should  be  extinguished — wiped  out  Thev  make  a  warfare  against 
caj)ital,an(i  their  idea  is  apparently  to  exterminate  it  as  feeing  something  not  only 
offensive  to  the  smell,  but  to  the  eye  and  to  the  touch,  something  repulsive  to  tKe 
HenHc.<«,  something  which  should  be  blotted  out  of  existence,  as  unhoiy  and  perni- 
cious, and  vile  and  evil.  Where  will  such  legislation  lead  to,  gentlemen?'  Have  they 
thought?  Certainlv  thev  have  not,  or  they  would  not  for  one  moment  dream  of  \^ 
isltition  of  tliat  kind.  \\  hy,  who  constitutes  the  corporations,  and  where  would  such 
lc<;islation  lead?  legislating  against  corporations!  You  are  legislating  against  voor- 
selves.  To-day  every  large  corporation  in  this  country  has  thousands  oi  stockhold- 
ers, and  every  substantial  blow  aimed  against  corporations  is  a  blow  aimed  against 
the  middlemen,  the  men  of  small  means,  the  conservative  men,  the  thousands  anJ 
tliousands  of  stiX'kholdera  who  have  invested  their  money  in  these  corporations,  the 
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young  and  old,  the  widow  and  the  infant,  the  trustee  and  the  executor.    Do  these 

people  imagine  for  one  instant  that  they  strike  a  blow  at  the  millioniare,  in  battering 

down  corporations?    Do  they  imagine  that  they  are  stripping  these  great  millionaires 

of  their  wealth  when  they  legislate  against  corporations?    Never  1    The  millionaires 

can  take  care  of  themselves,  and  do  it.    They  do  not  hold  their  millions  and  millions 

of  dollars  in  these  large  corporations.^    And  when  you  hear  of  this  bankine  house,  or 

that  banking  house,  Siking  10  or  15  or  20  millions  of  bonds  or  stocks,  why,  it  only 

means  that  uiat  is  the  source  through  which  the  things  reach  the  public. 

The  great  banking  interests,  the  great  promoters  of  these  commercial  enterprises, 
retain  but  comparatively  small  interests  in  these  colossal  industrial  corporations,  and 
i^'hen  legislation  is  made  against  them,  remember  that  you  are  striking  at  your  fellow- 
citizens  whom  you  are  meeting  every  day;  the  man  of  conservative  wealth,  or  the 
man  who  has  put  his  little  savmes  into  corporations  to  enable  him  to  support  his 
family  and  children.  It  is  a  cruel  mistake,  not  to  say  blunder,  to  discuss  these  ques- 
tions upon  the  lines  of  wiping  out  capital  and  exterminating  it.  This  is  as  senseless 
as  impossible. 

One  more  thought  and  I  shall  close.  In  connection  with  this  crusade  against 
aggr^;ated  capital,  it  is  fashionable  to  cry  out  against  individual  wealth.  There  is 
not  in  the  political  history  of  this  country  any  appeal  so  demagogic,  unnatural, 
unfounded,  and  unsustainable,  as  that  which  is  made  ajgainst  wealth.  The  instinct 
of  envy,  or  the  worst  passions  of  prejudice,  or  demagogism  and  ignorance,  lie  at  the 
base  of  such  appeals.  Because  you  and  I  have  not  been  fortunate  enough  to  accumu- 
late wealth  is  no  reason  wh^  we  should  undertake  to  criticise  and  find  ^ult  with 
those  who  have  gotten  it  legitimately,  much  less  seek  to  deprive  them  of  it. 

Respect  for  the  goods  ana  property  of  others  is  the  basis  of  human  society.  It  is 
demanded  by  social  duty;  it  is  inspired  by  good  manners;  it  is  inculcated  by  divine 
rule,  and  should  be  rigidly  enforced  by  civil  law  and  authority.  The  professional 
politicians  of  this  country  should  understand  that  the  free  and  unlimited  opportu- 
nities, inducements,  and  openings  of  businesss  and  wealth  to  its  individual  citizens 
constitute  one  of  the  strongest  arguments  in  favor  of  a  republic,  and  is  at  the  same  time 
one  of  its  main  foundations.  The  incentive  to  wealth  is  an  honorable  and  useful  ambi- 
tion for  the  citizens  of  any  government  to  possess,  because  acquisition  of  wealth 
requires  intel]i&;ence,  shrewdness,  conservatism,  and  the  exercise  of  all  those  human 
qualities  and  functions  which  are  beneficial  to  society.  It  is  a  primary  object  of 
every  well-founded  government  to  encourage  the  acquisition  of  individual  fortunes, 
as  it  is  one  of  its  most  sacred  duties  to  guard  them  for  its  possessors  when  they  have 
been  lawfully  and  honestly  earned.  To  encourage  man  to  toil  and  labor,  in  all  the 
fields  of  human  industry,  means  the  development  and  prosperity  of  the  nation;  it 
means  the  opening  of  new  fields  of  occupation  to  the  poor,  needy,  and  unemployed; 
it  encoun^es  men  to  tremendous  and  sometimes  superhuman  efforts  of  skill  and 
energy.    The  consciousness  that  the  rewards  they  reap  as  the  result  of  their  own 


activity.  Nor  should  wealth  be  driven  from  an  active  participation  in  the  political 
life  of  the  nation.  As  a  matter  of  right  and  justice  and  pohcy,  it  should  have  its 
proper  place  in  the  councils  of  the  Government, 


great  measure  preserved  this  connection,  notwithstanding  the  necessary  dissolution 
of  the  feudal  system.'' 


publi 

brutal  vulgarity,  I  do  contend  that  most  of  the  individuals  who  have  acq|Uired  wealth 
in  this  country  are  entitled  to  be  respected,  and  it  is  not  only  their  right  but  it  is 
their  duty  to  insist  upon  exercising  a  fair  and  proper  share  in  the  government  of  the 
country.  The  road  to  fortune  is  open  to  us  all,  and  if  we  have  not  individually  been 
fortunate  enough  to  acquire  a  great  amount  of  property  we  should  not  seek  to  belit- 
tle the  men  who  have  oeen  more  fortunate,  or  seek  in  any  way  to  deprive  them  of 
it  or  diminish  its  importance  or  enjoyment.  The  lives  and  achievements  of  the  men 
iivho  have  acquired  wealth  in  this  country  form  one  of  the  most  interesting  chapters 
of  history.  Who  are  the  men  who  occupy  the  elegant  residences  on  Fifth  avenue 
and  on  other  avenues  of  the  great  cities  of  the  country?    Not  men  who  were  bom 


1  See  p.  966,  aUd  footnote. 
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into  the  world  with  large  means,  bat  men  who  from  their  infiwicy  w^ere  thmru  x 
upon  their  own  ret^ourcee,  and  by  hard  work,  skill,  and  luck  hjLve  acquired  v-r^-^. 
It  phoiild  l)e  a  matter  of  pride  to  point  out  these  men  as  types  of  Americazi  tir!^:- 
ship  and  as  i)n)per  incentives  to  young  people  of  the  present  a^e.  Any  odsLlj^:. 
pn'nuHlitated  or  otherwise,  made  upon  the  property  of  such  a  olasB  of  peupk>£«i> 
onlv  sen(H*lefl8  and  ridiculous,  but  it  aims  at  tne  whole  root  of  the  Boeial  organise^  ^ 

l^he  American  nation  is  neither  in  its  decline  nor  in  its  dotage.  Men  nay  dir.' 
into  pn>minence  on  the  steps  of  temporary  argument  and  unfoiiii<led  appeals  t«< :«- 
pi  on  and  prejudice;  demasogism  may  temporarily  capture  the  miiltitade:  l^  i- 
Anierican  people  can  not  always  be  deceived.  Those  who  seek  to  a-llore  the  h^^^z: 
and  af?ricultural  classes,  or  others,  into  the  approval  of  schemes  mrhich  have  ik^  r> 
sanction  of  good  sense,  history,  judgment,  ana  constitutional  la'vr  ^vrill  sooner  c^-i^' 
come  to  grief. 

Now^,  gentlemen,  I  think  I  have  trespassed  enough  on  your  time^  and  I  will  n  t 
cloHC,  with  my  sincere  thanks  for  the  patient  manner  m  which  you  have  listeoed  louk. 

SPBCULATIVB  ORGANIZATION— OVEBCAPFTALIZATIOX. 

Q.  (By  Mr.  Jexks.)  You  have  been  speaking  particularly  of  the  corporatiV«*  tla: 
vou  thiiik  have  been  organized  for  the  carrying  on  of  legitimate  basiness  for  i*' 
tH»iJclit  of  the  public  at  large,  as  well  as  of  the  stockholders  and  managers? — A.  Ye 

Q.  In  yonr  jndpnent,  are  there  corporations  that  are  organized  primarily /or  j^^ 
ulative  imri>o«»s  inntead  of  for  legitimate  purposes? — A.  Not  any  of  the  large  r:*~ 

Q.  It  is  y«mr  opinion  that  there  are  some  that  are  organized  for  that  purpiT*"- 
A.  I  think' there  are  a  great  many  men  who  have  gotten  together  these  var>»- 
nmnufacturing  interests  and  have  made  large  sums  of  money  oy  doing  it— if  t^ 
anRwors  your  question— and  who  have  had  no  interest  in  the  busineas  previ-To*'^ 
bringing  them  together. 

Q.  And  who  cease  to  have  any  interest  in  the  management  of  the  bosincas:  if  ^  ^ 
continueni? — A.  I  could  not  say  positively  as  to  that,     1  should  not  suppose  it  wi«G. 
be  g(K)d  business  to  keep  them. 

Q.  There  is,  then,  )rou  think,  a  class  of  men  who  have  made  it  their  chief  bosiE'^ 
to  promote  the  oi>?anization  of  those  larger  combinations  simply  for  the  sake  of  tb? 
profit  they  can  make  in  getting  them  together? — A.  Yes;  I  think  that  is  so. 

Q.  Do  you  think  that  in  the  organization  of  these  lareer  combinations  then^  ht 
b(»en  enough  of  this  speculative  activity  on  the  part  of  the  promoters  to  form  uny 
thing  like  a  serious  menace  to  the  financial  stability  of  these  corporations? — A.  li 
not  want  to  n»flect,  of  course,  upon  any  corporations 

Q.   nntcrnipting.)  Certainly  not, — A.  Which  have  been  formed. 

Q.  And  not  uoon  any  individual? — A.  No.  1  think  this,  that  the  aggrejjation? "i 
corporations  are  like  partnerships.  If  they  are  not  foniied  on  a  eonservati\-e  la^b. 
they  will  go  down,  and  you  will  have  failures  on  the  part  of  many  of  these  coqwn- 
tions  which  have  already  been  formed,  because  of  overcapitalization. 

Q.  You  think,  then,  that  within  the  last  2  years  there  has  been  so  much  ox^- 
capitalization  that  it  is  likely  to  result  in  the  near  future  in  something  like  a  specnl*- 
tive  Wall  street  crisis? — A.  I  think  this:  Of  course,  there  can  not  be  a  failure  erf  * 
corporation  w^hich  is  organized  on  a  basis  of  preferred  and  common  stock,  N?t^t>? 
proterrcil  and  common  stock  give  the  stockholder  no  right  as  a  creditor,  and  a<  i.ci 
as  the  corporation  can  go  on  and  pay  its  debts  it  is  all  right  But  while  ther^»  ma; 
Ix^  no  failures  in  the  sense  of  bankruptcy — technical,  legal  bankruptcy — there  w(mk 
be  a  failure  on  the  part  of  the  owners  of  the  preferred  and  common  stock  to  reeeirt 
dividends. 

publk:  htatemknt«  of  what  ih  received  for  stock  will  not  nrMiKisn  spbitli- 

TIVE   IROMOTINO,  BUT  WOULD  GIVE   INVESTORS  SOME  PROTECTION. 

CJ.  Yon  stated  that,  in  your  judgment,  it  was  fair  and  proper  that  stock  shouM  he 
isHuwl  for  cash,  as  I  understood  it? — A.  Yes. 

Q.  And  also  for  property,  and  also  for  patents,  for  trade-marks,  brands,  and  for 
go()d  will.  Do  vou  see  any  harm  in  having  the  articles  of  incorporation  state  bow 
much  is  issued  for  each  of  these  things? — ^A.  In  most  cases,  no;  m  some  cases,  >^ 
In  England  they  require  that  everything  should  be  stated  in  the  prospectus  uii«ier 
the  companies  act.  For  instance,  the  man  who  promotes  the  comf«nv  mibf 
state  how  much  he  makes;  it  must  be  stated  how  much  the  owner  received  in 
shares,  in  stock.  And  I  do  not  know  of  any  reason  why  that  should  not  be  done 
here. 
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Q.  Do  you  think  that  if  that  were  done  here  it  would  tend  to  diminish  the  forma- 
on  of  speculative  companies? — A.  Not  in  the  slightest.  They  fonn  10  over  there 
'here  we  form  1;  and  if  you  will  go  into  a  London  solicitor's  office,  where  I  have 
een  many  times,  yx)u  will  find  a  class  of  men  there  who  will  draw  up  a  prospectus 
1  a  way  that  will  simply  make  you  dizzy,  as  the  boys  say;  and  they  find  means  to 
eat  that  devil  around  the  bush.  So  that  by  one  subterfuge  or  another,  pardonable, 
^1,  they  arrange  everything  just  as  the^r  want  it.  But,  as  a  matter  of  fact,  as  you 
now,  the  prospectus  under  the  companies  act  must  state  everything,  so  that  the 
ublic  knows  just  as  much  about  the  interior  as  the  men  who  are  putting  it  out;  and 
frankly  say,  I  see  no  reason  why  it  should  not  be  done  here. 

Q.  You  think,  however,  that  the  making  clear  to  the  public  just  what  the  nature 
:  the  organization  is  will  not  protect  the  honest.  Intimate,  well-meaning  investor? — 
.  It  will  not  protect  him  when  the  enterprise  itself  is  not  good.  Of  course,  you 
m  not  devise  any  plan  by  which  the  State  can  guarantee  every  man  that  goes  into  a 
ock  speculation  tnat  he  is  going  to  make  money.  If  you  can,  I  should  get  at  that, 
ecause  I  have  been  caught  myself  so  often  that  I  should  like  to  be  reimbursed.  But 
mean  that  so  far  as  keeping  the  public  out  is  concerned,  if  you  have  methods  which 
revent  fraud,  which  we  have  here,  and  enable  you  to  punish  the  authors  criminally 
ad  civilly,  you  have  gone  about  as  far  as  you  can  so.  For  instance,  you  may  get 
at  a  prospectus  to-morrow  for  a  gold  mine.  You  ana  I  look  at  it,  and  then  I  say, 
lat  is  going  to  be  a  great  thing;  you  say,  it  is  not.  I  will  go  in  and  you  stay  out. 
may  make  money,  or  I  may  not,  and  you  do  not  make  the  gamble.  After  they 
ave  gone  100  feet  down,  they  strike  nothing  but  mud,  or  they  may  strike  a  great 
onanza. 

Q.  With  reference  to  a  manufacturing  business,  which  is  (]uite  different  from  the 
lining  businesB  in  many  ways,  the  statement  of  the  valuation  that  is  placed  upon 
he  plants,  which  are  running  plants,  and  which  anybody  can  inspect,  the  amount  that 
las  been  paid  for  patents,  for  trade-marks,  and  so  on — if  these  were  stated  in  the 
prospectus,  would  it  enable  an  investor  who  wished  to  put  in  considerable  money  to 
orm  a  better  judCTaent,  in  many  cases,  than  he  can  now  as  to  the  probable  future 
»f  the  stock? — ^A.  Yes;  I  think  it  would. 

Q.  In  that  way  you  think  it  would  be  something  of  a  protection? — ^A.  I  think  it 
ft'ould;  I  do  not  see  any  objection  at  all  to  that. 

PROTBCnON  OF  ST0CKH0LDBB8. 

Q.  Is  it  a  fact,  as  is  so  frequently  stated,  that  a  large  proportion  of  the  corporations 
IS  they  are  now  organized  can  be  so  managed,  .and  are  so  managed,  that  the  major- 
Xy  stockholders  are  really  at  the  mercy  of  the  minority,  because  the  minority  of  the 
stock  is  concentrated  in  a  few  hands,  and  the  majority  is  largely  scattered,  and  the 
iirectors  are  able  to  prevent  the  majority  stockholaeis  from  getting  together? — 
A.  That  is  often  the  case. 

Q.  You  think  that  condition  an  evil? — A.  No;  because  of  the  indifference.  If 
there  are  100,000  shares  of  stock,  and  25,000  of  it  are  in  the  hands  of  the  clique,  and 
the  balance  of  it  scattered,  they  start  in  the  field  with  25,000  shares  settled  in  their 
hands.  If  they  have  got  the  management,  and  the  management  is  fairly  good,  the 
stockholders  as  a  rule  do  not  take  enough  interest  in  the  corporation  to  intertere  with 
them.  I  had,  in  my  experience,  a  man,  a  very  prominent  man — you  knew  of  him — 
who  had  possession  of  one  of  the  largest  railroads  in  the  United  States  and  only  had 
100  shares  of  stock.  I  was  very  much  surprised  when  he  put  his  stock  upon  the 
table,  and  I  found  out  that  he  had  only  100  shares  out  of  the  $40,000,000. 

Q.  Supposing  that  the  management  of  the  company  has  been  fairly  bad.  Is  it 
possible  for  it  to  be  made  difi&cult  for  the  majority  of  the  stockholders  to  get  together 
and  to  control  that  body? — A.  No;  not  at  all.     It  is  the  easiest  thing  in  the  world. 

Q.  Is  it  true,  as  has  been  stated  here  at  different  times,  that  in  the  case  of  a  large 
proportion  of  the  corporations  that  are  ommized  there  is  no  office  to  which  the 
stockholders  can  go  to  get  information  with  reference  to  their  fellow-stockholders 
and  their  holding^ — ^A.  That  is  absolutely  unfounded.  In  fact,  under  the  laws  of 
New  Jersey,  or  New  York,  and  imder  the  laws  of  most  of  the  States  where  I  have 
knowledge,  the  stock  books,  ledger,  and  all  books  of  the  corporation  are  open  to  the 
inspection  of  every  stockholder. 

Q.  That  is  the  law?— A.  That  is  the  law. 

Q.  Do  you  know  whether  the  law  is  lived  up  to  with  strictness  by  most  of  the  cor- 
porations in  the  State  of  New  Jersey? — A.  That  you  can  only  tell  by  applications  to 
the  court  which  have  been  made.     I  know  that  wherever  an  application  has  been 
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made  to  the  court  by  a  bona  fide  stockholder,  not  brooght  in  for  epecnhdiTe  pr^ 
pOMi*,  the  court  has  opened  the  books  to  him  at  once. 

Q.  Tlie  Htat«>nient  is  frequently  made  that  in  the  cafle  of  some  of  tbe  laiie<eT  cT-q*  r- 
atiouK  it  in  for  the  inten*t(t  of  the  directore  at  times  that  the  bookis  «$hoald  d-.:  - 
(>iK*ned  to  the  stcK'kholders,  and  that,  in  consequence,  a  man  who  holds  bat  a  :r« 
Hliarett  of  Htock,  and  who  has  but  little  means,  will  not  be  able  in  all  probabilirT  i 
);et  the  b(K)k8  oDimed  to  him,  even  though  he  is  a  bona  fide  stocklioMer,  becaa*^  : 
the  \vfffi\  ol)HtaeieH  put  in  his  way  by  the  directors,  who  have  mucli  more  moorT  a 
their  (liH^Mjnition  than  he  has.     Is  that  legitimate? — A.  That  happens  not  br  l^nrv 
mate  litipition.     It  is  not  more  fair  to  them  than  anybody  else.     If  you  haTe  J  d:.  i 
affauiHt  a  man,  a  very  rich  man,  and  you  want  to  pursue  him  in  law,  lie  can  reM'n ! 
all  methixlH  in  law,  all  methods  of  delay,  to  prevent  you  from  getting  it.    TLsi  * 
true.     If  a  man  with  a  small  amoimt  of  money  fabces  a  laige  body  of  ca]»tsii<-.  - 
the^  winh  to  thwart  him  and  nostpone  his  rights,  ttiev  can  do  it;  but  if  be  is  past 
venng  and  indefatigable  he  wul  succeed;  there  is  no  doubt  about  iL 

FULL  REPORTS  TO  STOCKHOLDERS— TO  THE  PUBUC.  i 

Q.  I>o  you  think  that  hardship  would  be  prevented  at  all  by  this  d^ree  of  publi>  ^ 
in  re>nird  to  organization,  which  you  have  already  approved,  added  to  some  grvs:^ 
publicity  in  n^^ard  to  reports  to  stockholders,  if  annual  reports  or  eemiannoal  re^«>i^ 
were  required? — A.  I  believe  myself  that  every  company  should  ha\*e  an  aod:t'^ 
and  I  believe  that  that  auditor  should  make  monthly  statements.  I  think  that  is  a 
admirable  thing  and  ought  to  be  done. 

Q.  And  that  those  statements  should  be  sent  to  every  stockholder? — A.  Yes:  sa- 
puhlisluni  if  ne<*e«sary.* 

Q.  Would  you  l)e  kind  enough  to  go  a  little  more  into  detail  as  to  the  facts  tbf 
you  think  should  go  into  the  auditors  statement? — A.  Yes.  I  think  that  the  t^^" 
t4)r'H  rei>ort — of  course,  I  say  monthly;  probably  for  some  large  businesses  that  V'*^- 
not  be  poHHible;  say  quarterly  report--should  show  the  amount  of  busineas  that  hfc 
iH'en  (lone,  the  amount  of  money  on  hand,  the  amount  of  liabilities,  i^thout  station  >" 
whom,  and  the  nature  of  the  liabilities.  Of  course  it  would  not  do  to  publish  li^ 
names  of  individuals  that  owe  a  business  concern,  because  it  would  affect  their  cn^ii'^. 
but  vou  can  have  an  auditor's  report  which  will  give  everybody  the  fv^l^  iniL**- 
mation. 

Q.  You  do  believe,  then,  in  a  decree  of  publicity  that  would  require  the  pa- 
li(^tion  of  a  fairly  detailed  balance  sneet  quarterly? — A.  Such  as  is  followed  in  Ko^ 
land,  I  think,  would  be  of  very  much  benefit  to  our  corporations.  To  that  qoe4i..c 
of  publicity — what  I  mean  by  publicity — I  do  not  mean  that  every  Tom,  Dick,  iB*i 
Harry  who  had  no  interest  in  the  corporation  could  ^o  in  there  and  say,  "0\nx. 
your  books,"  any  more  than  I  could  ^  into  your  bankmg  house  or  office' and  si>. 
**  I  want  to  know  how  your  business  is  ^ing  on." 

Q.  (By  Mr.  Phillips.)  Do  you  think  it  is  proper  and  right  for  the  GoveminrEi 
and  the  State  to  have  examinations  of  the  national  banks.  State  banks,  and  privste 
l)ankH? — A.  Yes.  £very  bank  that  receives  deposits  of  money  should  be  subject  tc- 
rigid  examination.    That  I  believe. 

Q.  Do  you  make  a  wide  distinction,  then,  between  them  and  these  large  corpon- 
tions  serving  the  public  in  a  great  capacity? — A.  Yes.  I  do  not  see  what  publicatit)E 
you  need  in  the  case  of  a  private  corporation. 

Q.  Would  you  object,  instead  of  having  the  auditor  do  this,  to  havin^g  the  auditor 
make  a  statement  to  the  public  official  for  the  public,  as  bank  examiners  do?— A. 
Yes,  I  do;  because  of  the  oDvious  difference.  In  the  one  place  you  have  a  stock- 
hol(ler  who  can  get  all  the  information  he  pleases.  On  the  other  hand,  you  have» 
perHon  holding  himself  out  as  a  banker  to  uie  public,  and  you  have  as  deposits 
workingmen,  women,  and  children  going  past,  who  see  it  as  a  banking  house  and  ^y 
in  and  put  in  their  money.  It  has  h^n  the  policy  everywhere,  it  has  been  iht 
theory  of  all  well-regulatecl  laws,  to  compel  absolute  statements,  detailed  statements 
A  man  deposits  his  money  in  a  bank  and  he  wants  to  know  something  about  it 
because  he  has  positively  an  interest  there;  he  has  credit    That  is  the  distinction. 

Q.  Would  you  not  have  a  sworn  officer  of  the  Grovemment  make  the  examini- 
tion? — ^A.  I  do  not  think  that  is  necessary.  If  you  had  an  auditor,  who  was  a  swoni 
officer,  if  he  made  a  statement  you  could  rely  upon  it,  precisely  as  you  do  on  a  state- 
ment made  by  the  Comptroller  of  the  Currency  for  a  national  bank. 

Q.  Should  that  be  by.  one  of  the  employees  themselves? — ^A.  Certainly;  that  is 

1  See  pp.  IIG2, 1177. 
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"wliat  is  done  in  England  and  what  is  done  here.    You  get  an  auditor  and  very 
r&rely  do  you  discover  an  attempt  to  defraud  anybody.    It  is  the  rarest  thing  in  the 

Q.  (By  Mr.  JfiNKs.)  IJnlesB  you  were  strongly  of  the  opinion  that  the  auditor 
could  be  trusted,  even  though  he  were  appoint^  by  the  directorSi  I  think  you  would 
agree  to  Mr.  Phillips's  suggestion  that  the  auditor  appointed  be  some  person  who  is 
not  interested. — A.  Yes,  sir. 

Q.  So  that  one  could  be  absolutely  sure  of  the  tmstworthiness  of  the  report? — ^A. 
Yes.  But  you  must  observe  the  distinction,  which  you  will  find  between  the  bank- 
ing business  and  manufacturing  business,  because  the  bank  is  held  out  to  the  public 
as  a  responsible  place.  You  go  in  and  deposit  your  money;  you  have  got  no  interest 
except  to  draw  it  out. 
_  Q.  Would  you  think  that  in  the  case  of  a  very  large  corporation,  whose  stocks  are 
listed  on  the  stock  exchanges  for  investment  by  the  general  public,  that  foct  that 
tliey  are  going  to  the  general  public  for  investment  would  put  them  in  a  somewhat 
similar  category? — A.  JS^o,  I  do  not  think  so,  because  no  man  need  buy  stock  if  he 
doesn't  want  to. 

*Q.  Need  he  deposit  his  money  in  the  bank? — A.  Yes,  he  has  to  do  it;  prudence  would 
dictate  to  him  to  do  it;  because  it  would  not  be  prudent  for  him  to  carry  around  his 
money.  The  first  thing  he  thinks  of  is  to  go  and  deposit  it.  But  people  who  have 
money  enough  to  invest  in  securities  on  exchange  can  go  and  see  the  annual  reports, 
for  I  think  there  is  enough  information  there. 

POWER  OP  GRKAT  COMBINATIONS  TO  RAISE  PRICES — NATURAL  LAWS. 

Q.  There  has  been  some  testimon}^  here  to  the  effect  that  some  of  these  larger 
corporations,  by  mere  virtue  of  their  size  and  the  extent  of  their  capital,  have  enough 
monopolistic  power  to  keep  the  prices  of  their  products  above  ordinaiy  competitive 
prices.  Would  you  consider  that  the  public  had  an  interest  in  that  which  might 
justify  legislation,  provided  any  wise  legislation  could  be  found? — ^A.  I  should  sup- 
pose that  if  you  could  find  that  the  operations  of  a  corporation  were  absolutely  detri- 
mental to  the  public,  that  the  operations  were  so  conducted  that  people  were  injured, 
and  that  they  nad  no  le»al  remedy,  you  might  take  a  step  in  that  direction,  but  it  is 
hazardous,  because,  as  I  say,  you  can  leave  these  things  to  the  operation  of  natural 
laws,  which  would  overtake  them. 

Q.  It  has  been  asserted  that  these  lai^  corporations  do  as  a  matter  of  fact  keep 
prices  somewhat  above  competitive  rates.  It  is  stated  further  that  if  their  business 
were  made  somewhat  more  public  than  it  now  is,  that  publicity  would  be  merely 
aiding  natural  laws  by  encouraging  competition.  What  would  you  say  to  that? — A. 
I  think  you  can  find  people  here  that  are  oetter  qualified  to  give  you  an  answer.  You 
take  some  merchant  m  that  business  and  he  will  give  you  an  answer;  some  manu- 
facturer; some  man  who  knows  his  business.  My  answers  are  necessarily  hypotheti- 
cal. I  would  not  be  sure.  I  want  to  give  you,  if  I  can,  views  that  will  really  aid 
you.  I  do  not  think  that  would.  I  would  not  ask  you  to  x>a8S  any  measure  on  any 
opinion  of  my  own. 

Q.  You  lay  down  the  general  proposition  that  there  ought  not  to  be  legislation 
against  natural  laws? — A.  Yes. 

Q.  You  would,  however,  assent  to  the  assertion  that  if  the  natural  laws  seem  to  be 
hampered  by  the  action  of  aggregated  capital,  any  legislation  that  would  tend  to  lead 
back  toward  natural  laws  anaaid  natural  laws  would  be  useful  and  wise? — A.  I  think 
that  is  so. 

Q.  Do  you  consider  that  the  principle  of  competition  is  a  natural  law  of  trade? — A. 
That  is  a  speculative  proposition.  You  know  that  better  than  I  do.  I  will  take  your 
answer  on  that. 

Q.  I  had  understood  you  to  attempt  to  lay  down  for  us  some  of  these  natural  laws,' 
and  60  I  am  asking  you  for  natural  laws. — A.  No,  I  was  simply  sa3ring  that  there 
were  certain  facts,  natural  facts.  I  tried  to  keep  away  from  your  temptation  because 
I  knew  I  should  get  caught. 

Mr.  Jbnks.  Possibly  I  might  venture  to  say  that  as  far  as  my  information  goes 
most  economists  object  to  the  expression  '^  natural  law,"  and  deny  that  there  is  any 
such  thing  as  "natural  law;''  and  I  was  struck  by  your  use  of  the  phrase. 

The  WiXTTESB.  I  do  not  believe  I  could  give  you  any  more  light  tnan  I  have  given 
already. 
■ 

^  See  pp.  1151, 12S2,  and  p.  1169,  above. 
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OVKRCAPITALUSATION — FOWKR  TO  BAIBB  PHICBB    (REBrVKD). 

Q.  I  iindenttood  you  to  say  a  moment  ago  that  you  believed  there  was  &  groier. 
growing?  fn>in  overcapitalization?' — A.  No. 

Q,  In  w)i!ie  of  thom;  more  speculative  enterprise^ — A.  No. 

Q.  Did  I  iiiimnderBtand  you? — A.  Yes;  you  mieundeuBFtood  that  aigament  lo 
not  moan  to  say  that.     Do  you  mean  in  response  to  a  question? 

Q.  It  was  in  response  to  a  question  of  my  own. — A.  Oh,  in  response  toaqnt^i 
of  your  own? 

Q.  Yes. — A.  Yes;  the  evil  of  overcapitalization  will  result  in  adversity  to  the  a^* 
{Miration,  I  think. 

Q.  Mav  I  ask  ju.«<t  what  you  mean  by  overcapitalization?  That  i8ihere«<r£J 
su^'^eHti^  it. — A.  I  mean  capitalization  baised  upon  water.  For  instance,  bow  . . 
you  raino  money  to-day?  Now,  assuming  that  you  had  a  magnificent  maDniiaitGrj4' 
pro{)erty,  a  number  of  plants,  and  they  earned  10  per  cent  on  a  capitalizan"L  : 
$50,000,000;  that  would  be  $5,000,000  you  could  show  they  earned.  Ion  guio^i- 
stret^t,  and  you  say,  **I  want  to  put  up  these  plants;  I  want  $50,000,000.**  Tbe^al 
street  man  would  say  this:  **I  will  give  you  tnat  money  if  you  give  me,  with  each  >• 
shares  of  preferred,  100  shares  of  common  as  a  bonus."  The  100  shares  of  coitni"i 
8t<K'k  which  you  would  give  as  a  bonus  would  be  water;  but  it  is  neceaeary  to  cwj:* 
water  tt>  iivt  money,  and  wherever  you  see  bonuses  given,  or  common  stock,  iVr  itf^ 
sulwHTiption  of  preferred  stock  at  par,  you  may  make  up  your  mind  that  then*  ma^> 
a  lx»nuH.  The  bonus  is  predicated  upon  what  will  be  the  results  of  the  combinar-^ 
For  iuHtanre,  a  man  says,  **  I  am  making  $5,000,000,  I  am  making  10  per  cent,  bc-; 
I  combine,  the  effect  of  the  combination  will  enable  me  to  make  $5,000,000  mMv 
The  great  secret  of  all  manufacturing  combinations  is  the  economies  they  effect- 

Q.  In  your  judgment  is  it  true — it  is  often  asserted — that  in  addition  to  thesaviix 
that  comes  fn)m  the  economies  there  is  also  an  additional  sourc*  of  profit  in  il>'- 
addiHl  jx)wer  over  prices — the  power  to  raise  prices? — A.  Well,  I  think  the  very  nti^ 
ute  they  go  to  raising  their  prices  they  invite  competition.  You  have  that  aeiirtc* 
If  von  will  look  at  it  and  study  it  you  will  find  that  is  the  case. 

Q.  The  sugar  combination  has  been  at  work  12  years  and  more.  Do  yoa  ^'^ 
during  how  many  of  those  years  there  has  been  active  competition?-;-A.  I  j^'^ 
within  the  last  4  or  5  years  tnere  has  been  active  competition  of  some  kind.  Th»^ 
have  \xH}n  two  or  three  competitors.  That  is  a  matter  of  public  history,  though,  sw 
easily  gotten  at 

Q.  The  reason  I  asked  the  question  is  this:  You  spoke  as  if  you  thought  this  c-^ 
petition  would  come  in  so  r^idily  and  so  promptly  that  the  people  woiiM  nci  k 
likely  to  l)e  injured.  If  we  can  judge  from  the  testimony  ^ven  hercT  during  S'p^ 
thing  like  3  or  4  years  out  of  12  there  has  been  active  competition,  but  more  than  b»» 
of  the  time  the  competition  has  been  very  slight  I  use  this  illustration  because.^'* 
have  uHe<l  it. — A.  Y(«.  ,     ^ 

Q.  In  the  light  of  these  facts,  do  you  think  we  could  rely  upon  competition  a**^^ 
as  a  sufficient  regulative  for  too  high  prices  ? — A.  I  think  that  with  coiwen^'^^ 
management,  with  the  fact  before  every  man  that  if  he  put  prices  up  he  vopi 
invite  it,  that  would  be  sufficient  to  control  the  management 

PATENT  MONOPOLIBB. 

Q.  You  have  spoken  also  of  the  fact  that  there  is  a  monopoly  "wherever  a  P*^*^ 
has  l)een  issued,  and  as  if  in  a  good  many  cases  that  monopoly  might  demand  \^. 
hijrh  prices.     Would  you  surest  any  amendment  to  the  patent  laws  to  prert  ^ 
that  kmd  of  monopoly  ? — A.  l?o,  I  would  not;  because  I  do  not  see  the  ^'^^"f . 
know  this,  that  the  poor,  unfortunate  man  who  invents  a  patent  rarely  reape 
benefit  of  it.  . 

Q.  Should  you  be  inclined  to  think,  then,  that  a  law  which  should  not  F""}^*||;^ 
monopoly  in  a  patt»nted  article,  but  should  give  to  the  patentee  simply  a  ^^J'*^!^ '^"^ 
every  article  manufactured  under  that  patent,  no  matter  by  whom,  would  be  ^.  ^ 
proper? — A.  No;  I  do  not.  I  do  not  see  any  reason  why  you  should  takeaway' ^ 
incentive  which  the  patent  law  gives  by  dividing  the  amount  which  the  man  s^^ 
receive  by  placing  before  him  that  royalty.  My  idea  is  never  to  tear  dowT^^^ 
hoiLse  unless  you  feel  pretty  sure  that  you  are  ^ing  to  put  up  a  better  one.       .^^ 

Q.  Do  I  imderstand  you  to  say  that  it  is  ordmarny  true  that  the  man  who  pa^. 
an  article  does  not  himself  reap  the  reward? — A.  Sometimes,  I  think.  ^^^ J^n. 
eiice  has  been  that  before  the  patent  has  become  developed  the  profits  have  ai»i^ 

1  See  p.  1166. 
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)eared.  All  the  laige  machinee  that  have  taken  so  lon^  to  develop.  A  man  eets  a 
)atent,  you  know;  the  machine  is  really  for  the  first  time  nven  birth;  they  be^in 
o  momit  it.  besin  to  get  it  in  practical  workine  order,  ana  by  the  time  the  thm^ 
uns,  well,  ne  disappears.  You  could  have  bought  the  old  Bell  telephone,  if  you  had 
>een  in  the  market,  for  $10,000  or  $16,000,  right  in  the  city  of  Wafitxington  here,  a 
Lumber  of  years  ago. 

Q.  Those  who  advocate  the  measure  I  suggested  are  of  the  opinion  that  a  certain 
oyalty  to  the  person  that  takes  out  the  patent,  which  must  be  paid  bv  anyone,  no 
latter  who  the  manufacturer  is,  would  be  Ukely  in  the  long  run  to  give  larger  returns 
3  the  man  who  took  the  patent  out  than  this  present  system. — A.  I  never  heard 
hat  before;  my  present  opinion  is  that  it  is  best  to  leave  it  alone. 

THE  D7TBBSST  OF  THE  LABOBINO   MSN. 

Q.  If  the  evidence  should  show  that  these  larger  cori>orations  had  much  greater 
ower  over  their  workingmen  than  the  smaller  ooiporations  or  individuals  had,  do 
ou  think  that  fact  would  justify  any  special  leanslation  in  the  interest  of  the  work- 
igman,  to  protect  him  as  against  corporations?— A.  I  think  if  the  workingmen  con- 
ince  you  that  they  are  suffering  they  will  get  the  law  changed;  but  I  do  not  know 
nough  about  it.    My  opinion  is  hardly  worth  anything  on  that. 

Q.  The  matter  would  be  summed  up,  then,  as  I  understand  you,  substantially  in 
his  way:  That  the  burden  of  proof  rests  upon  the  man  who  asks  a  change  in  the 
iw? — A.  Yes. 

Q.  But  that  if  he  can  show  a  fairly  clear  case  in  fovor  of  any  modification  of  a  con- 
ervative  nature  it  would  be  sufficient  justification  of  the  change? — A.  I  believe  that 
rould  be  so. 

Q.  (By  Mr.  Phillips.)  Would  not  the  lai^e  aggregations  of  capital — say  of 
25,000,000,  $50,000,000,  and  $100,000,000— tend  to  make  a  capitalistic  class?  Would 
hey  not,  in  fact,  destroy  individualism  a  very  great  deal  so  far  as  labor  is  con- 
emed? — A.  That  is  a  question  that  I  say  is  not  developed  sufficiently  for  us  to  form 
,  judgment  about.    I  can  not  say — I  honestly  can  not  say. 

Q.  Do  you  think  that  the  opportunity  of  the  laboring  class  to  accumulate  wealth 
«rould  be  as  great  under  this  system  as  it  would  be  under  one  of  smaller  oapitaliza- 
ion,  such  as  we  used  to  have? — ^A.  I  think  if  you  consult  the  savings  banks  and  life- 
nsurance  companies  you  will  find  that  the  laboring  men  to-day  have  the  controlling 
wealth  in  this  country — ^you  will  find  that  they  hold  it* 

NATURAL  RIGHTS  OF  ARTIFICIAL  PERSONS — WRIGHTS  OF  THE  STATE. 

Q.  (By  Mr.  Stimson.)  I  want  to  ask  a  few  questions,  not  by  way  of  criticism  or 
lecessarily  of  disagreement,  but  because  your  answers  have  been  very  suggestive  to 
ae,  and  I  want  to  follow  out  one  or  two  points  a  little  further.  It  is  mainly  in  the 
Qterest  of  your  fundamental  principle,  which  I  agree  with,  that  the  burden  of  proof 
3  always  upon  the  advocate  of  lawmaking — ^tbat  all  law  is  necessarily,  at  least,  in 
partial  restraint  upon  individual  liberty.  I  want  to  call  your  attention  in  the  first 
Dstance  to  this,  which  seems  to  me  to  be  a  fact,  that  the  corporation,  which,  as  yoa 
ay,  we  are  now  discussing — ^because  the  technical  trust  is  extinct;  and  we  are  con- 
idering  large  corporations — ^that  the  corporation  itself  is  the  creature  of  law;  it  is 
Lot  a  natural  thing;  it  is  not  the  result  of  natural  law,  and  it  rests  entirely  on  the 
tatute  law.  And  as  you  saicL  a  corporation  is  an  artificial  person,  to  which  I  cor- 
lially  agree;  I  add  that  an  artificial  person  has  no  natural  rights,  and  therefore  it  seems 
0  me  that  that  part  of  your  ai^^ument  which  says  that  the  lar^  trusts,  these  cor^ra- 
ions,  have  a  kind  of  natural  right  not  to  be  interfered  with  like  that  which  an  indi- 
idual  has,  is  not  quite  correct  at  the  start;  because  a  corporation  itself  is  artificially 
reated,  and  the  same  power  which  creates  the  corporation,  which  gives  it  being 
v'ith  all  its  powers,  has  the  right  to  destroy  it.  Therefore,  there  are  3  or  4  ques- 
ions  I  want  to  ask.  I  want  to  bear  in  mind,  if  you  agree  with  me,  that  we  start 
nth  the  position  as  to  these  great  corporations  being  creatures  of  the  State;  that  the 
>tate  can  not  recall  their  being,  poBsioly,  but  can  r^ulate  them  even  to  destruction 
t  it  chooses? — A.  That  is  absolute;  they  differ  from  persons.  That  is,  a  father  would 
lave  no  right  to  kill  his  child.    He  had  at  one  period  in  Roman  history.    He  ought 

0  have  the  right  now  in  some  cases,  when  he  is  worthless. 

Q.  Now,  you  speak  of  three  great  advantages  that  corporations  have  as  distin- 
:uished  even  from  partnerships,  and  dtill  more  that  they  have  over  individuals; 
hree  greater  facilities  for  doing  business.  I  will  mention  only  one;  that  is  what  we 
all  perpetual  succession — ^a  better  word  would  be  immortality.  A  corporation  is,  or 
oay  be,  an  immortal  being,  which  is  certainly  an  extraordinary  thing.    Now,  I  want 

1  Compare  Mr.  Stetson's  statement  that  "nine-tenths  of  the  corporations  are  controlled  by  boards 

1  directors  which  either  own  or  absolutely  represent  a  lais:e  majority  of  the  stock; "  p.  973. 
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to  wk.  you  whether  you  thought  it  was  quite  true,  therefore,  that  tlie  ooipontioo  W 
no  advantages  in  aggregation  of  wealth  or  capital  that  an  individuaJ  has  not?  T^ 
for  instance,  thifl  particular  one;  all  individualfl  are  mortal.  When  they  die  tLd? 
awetD  are  divided  up.  The}r  paas  to  their  executors.  They  depend  upon  new  haBi- 
to  manage.  But  a  corporation  is  really  an  inmiortal  heing.  That  does  give  xhez 
mme  advantage  over  tne  individual,  does  it  not? — A.  In  mat  sense  it  iindoable>iT 
does;  that  is  one  of  the  main  purposes  of  the  aggregation.    Tes,  yoa  are  right 

Q.  Then,  I  understand  that  you  do  not  disBflree  with  those  who  hold  thai  in  virv 
of  these  things,  the  immortality,  the  freedom  nrom  individual  liability,  in  Tiewcf  t:*- 


fart  that  the  state  has  created  this  extraordinary  power,  vou  don't  look  aBlcano'  up>s. 
the  State's  accepting  the  responsibility  of  regulatms  ana  controlling  that  extn&rih 
narv  thing  which  it  has  so  created  and  clothed  with  these  extraoioinary  powei^- 
A.  No;  on  the  contrary,  I  think  the  State  should  hold  its  grip  on  coipoxatioiis,  jos 
as  it  does.    I  would  not  relax  the  grip  in  any  way. 

SPBCIAL  TAXATION  OF  LABOB  OOBPORATION8. 

Q.  I  want  to  be  quite  clear  on  the  point  of  aggregated  capitaL  Yoa  said  the  to 
tendency  has  undoubtedly  been  in  the  direction  of  allowing  almost  unrestricted  coi- 
tal to  corporations.  The  older  laws,  as  we  have  them,  favored  the  limitation  oi  tor 
amount  of  capital  allowed.  The  later  laws  usually  have  no  such  limitation.  Y<« 
apnrove  of  this? — A.  I  think  as  long  as  they  are  continued  in  the  present  form;  fe& 

Q.  Now,  some  people  have  sugg^ted  to  me  that  the  advantages  which  accrae  !<• 
companies  from  very  large  agfi^egations  of  capital — which  is  one  of  the  points  of  y<«T 
argument — that  this  is  a  specuil  advantage  in  these  lar^  aggravations;  and  in  tti^ 
of  the  gift  of  these extraorainary  powers,  the  immortality  oTexistence  and  the  fn«- 
dom  from  liability,  which  the  State  has  given  them,  that  corporations  mi^ht  wdU* 
taxed  on  their  capital  in  a  ^^reater  pro  rata  proportion  than  the  ordinary  individcil 
Suppose  100  individuals,  with  |l,OiOO,000  each,  went  into  business  and  coold  eani  f*) 
millions  a  year,  and  suppose  one  corporation  with  100  millions  of  capital,  adding  t>* 
its  profit  the  advantages  which  you  have  pointed  out  and  which  arise  from  that  vefj 
amesation,  is  able  to  produce  75  millions  a  year,  or  50  per  cent  more  than  the  iBd^ 
vMuflls.  People  I  have  talked  with  have  advised  that  the  State  should  put  ause 
thing  like  a  naduated  tax  on  that  very  large  capitalization;  basing  its  propriety  ('<c 
the  ground  tnat  there  does  arise  increased  proauctiveness  from  the  sggregai^on  d 
capital  alone. — A.  If  I  were  ambitious  I  would  be^  the  stud^  of  the  queetioiiaf 
taxation.  It  is  the  one  question  about  which  there  is  a  great  denciency  of  real  learn- 
ing. The  question  of  corporate  taxation  is  one  of  the  most  involved,  and  one  of  tbe 
moot  delicate,  and  vet  it  is  one  which  ought  to  be  studied.  Now,  I  would  encoonee 
that  in  a  reform.  You  there  run  across  a  few  of  these  points.  You  take  a  corpon- 
tiou  like  the  Pennsvlvania  Railroad;  when  vou  tax  the  Pennsylvania  Railroad  voq 
are  taxing  thousands  and  thousands  of  people.  You  see  the  Pennsylvania  is  a  p>iit> 
ical  entity.  It  has  those  corporate  rights  which  make  it  an  entity.  And  it  ouf^t  to 
be  taxed  in  the  same  proportion  as  taxes  are  levied  on  anjrbody  else.  But  the  diffi- 
culty with  that  is  that  we  have  the  Constitution  of  the  United  States,  which  requim 
uniformity,  and  you  have  to  run  across  the  question  how  &ir  you  are  to  tax  individmb 
who  own  the  stock  of  the  corporation. 

Q.  It  does  not  require  uniformity  in  the  case  of  an  excise  tax? — ^A.  An  excise  tax? 

Q.  That  would  be  an  excise  tax,  would  it  not,  a  tax  on  the  capital  of  tbe 
corporation? — A.  No.    I  do  not  think  that  would  be  covered  bv  an  excise  tax. 

Q.  I  have  heard  it  argued  that  it  would  be  an  excise  tax. — A.  No;  we  have  never 
reganled  it  so.  We  got  our  principles  of  corporate  law  on  the  question  of  excise  from 
England,  and  that  appertained  to  different  tnings  altogether. 

Q.  The  charging  of  the  license  fee,  for  instance,  on  the  formatiori  of  corporation 
in  the  first  instance;  that  is  virtually  regarded  as  an  excise  tax,  is  it  not,  and  not  s 
tax  upon  property?— A.  Oh,  in  that  sense,  yes;  it  was  originally;  yes,  you  are  rigbt 
there. 

Q.  Now,  those  individuals  of  the  Pennsylvania  Railroad  are  individuals,  I  agree 
with  you;  but  suppose  they  are  enabled  by  that  aggregation  or  entity,  known  as  the 
Pennsvlvania  Kailroad  Company,  to  earn  more  proportionately  than  they  could  is 
individuals,  ought  they  not  to  De  taxed  on  those  increased  earnings? — A.  Wedl,  if 
you  can  show  mat;  you  will  have  some  difficulty  in  proving  it,  I  should  imagina 

PBOPRIETY  OF  STATE  RBQULATIONa 

Q.  The  next  is  a  little  out  of  the  order  of  vour  remarks;  but  Burke  himself,  in  your 
quotation,  says:  ''It  is  one  of  the  finest  problems  of  legislation,  and  what  has  ofteo 
engaged  my  Uioughts  whilst  I  followed  tnat^Drofession.   what  the  State  ought  to  tike 
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uX)on  itaelf  to  direct  by  the  public  wisdom,  and  what  it  ought  to  leave,  with  as  little 
interference  as  pofisible,  to  individual  discretion.'  Nothing,  certainly,  can  be  laid 
down  on  the  subject  that  will  not  admit  of  exceptions,  many  permanent,  some  occa- 
sional. But  the  clearest  line  of  distinction  which  I  could  draw,  whilst  I  had  my 
chalk  to  draw  any  line,  was  this:  that  the  State  ought  to  confine  itself  to  what  regards 
the  6tate,  or  the  creatures  of  the  State,  namely,  the  exterior  establishment  of  its 
religion,  its  magistracy,  its  revenue.*'  Now,  if  we  levy  a  lai^  tax  on  corporations 
in  one  form  or  another,  either  property  or  excise  tax,  is  not  the  State  entitled^  and 
ought  it  not,  to  inquire  pretty  closely  into  their  affairs,  even  to  the  point  of  pubbcity, 
in  order  to  see  that  the  tax  is  foirly  levied?  Is  not  that  a  reason  for  the  State's 
exacting  publicity? — A.  Why,  they  do  that  now. 

Q.  They  do  that  now? — A.  They  do  that  now  in  all  States.  You  can  not  escape 
the  tax  collector.  In  a  corporation  he  has  the  right  to  open  your  books,  and  he  levies 
a  tax  and  you  are  compellea  to  pay;  there  is  no  way  of  escaping  him. 

Q.  Well,  I  should  fancy  it  is  not  quite  as  burdensome  in  all  States  as  it  is  in  some. 
I  do  not  suppose  any  uniform  law  can  yet  be  recommended  by  Congress  or  by  this 
commission  that  would  establish  any  new  principles,  but  rather  one  to  bring  all 
States  up  to  the  highest  standard? — A.  Yes. 

Q.  And  then  Burke  also  says  in  that  quotation:  ''Its  military  force  by  sea  and 
land;  the  corporations  that  owe  their  existence  to  its  fiat;  in  a  word,  to  ever3rthing 
that  is  truly  and  properly  public,  to  the  public  peace,  to  the  public  safety,  to  the 
public  order,  to  the  public  prosperity."-  It  is  the  very  point  I  would  make.  tJorpora- 
tions  are  a  fair  subject  for  the  State  to  meddle  with. — A.  Undoubtedly.. 

PABTIAL  RESTRAINT  OF  TRADE  IS  AGAINST  THE  COMMON   LAW. 

Q.  You  then  mention  at  another  point — I  want  to  go  into  the  law  of  restraint  of 
trade.  What  you  said,  if  I  am  right,  was  that  there  is  no  such  thins  as  monopoly 
now  in  the  world  in  a  strictly  common-law  sense,  and  then  you  said  that  even  m  a 
practical  sense  there  is  no  monopoly.  There  are  some,  however,  that  are  in  incom- 
plete restraint  of  trade.  The  courts  do  not  only  concern  themselves  with  a  com- 
plete restraint  of  trade;  and  this  is  the  thing  I  want  to  ask,  if  the  common  law  did 
not  put  down  combinations  that  were  only  partially  in  restraint  of  trade. — A.  Yes; 
on  the  ground  of  public  policy.  In  the  Aadyston  Case,  which  has  just  been  decided, 
the  acts  would  have  been  held  illegal  under  the  common  law,  and  it  did  not  need 
that  statute  at  all.  Anybody  inter^ted  in  the  Addyston  Case  could  see  that,  because 
that  was  the  most  absurd — I  may  say  to  the  gentleman  who  drew  the  agreement  that 
it  was  a  flagrant  violation  of  public  policy — Uiat  agreement. 

Q.  That  case  was  exactly  what  I  nad  m  mind.  I  had  it  noted  down  here.  Now, 
in  both  the  common  law  and  by  our  Supreme  Court,  recently,  the  principle  has  been 
reaffirmed  that  a  combination  which  is  only  purtially  in  restraint  of  trade  is  never- 
theless obnoxious  to  the  common  law? — ^A.  Yes. 

Q.  But  that  being  so,  it  is  urged  by  the  opponents  of  trusts,  if  it  is  true  that  there 
is  a  practical — 1  do  not  say  complete  monopoly,  but  a  practical  partial  monopoly, 
practical  partial  restraint  of  trade,  resulting  from  some  of  these  large  combinations, 
it  is  not  only  the  duty  of  the  legislatures  to  pace  laws  to  prevent  it,  but  is  it  not 
already  the  right  of  the  courts  to  apply  these  prmciples  as  of  common  law? — A.  Well, 
they  do. 

Q.  Exactly;  they  do  that.  You  did  not  say,  I  believe,  that  there  was  not  one  of 
these  large  combinations  now  in  existence  which  did  secure  even  a  partial  restraint 
of  trade? — A.  I  do  not  think  they  do;  they  are  in  corporate  form  now. 

Q.  (By  Mr.  Jenks.)  I  understood  you  to  say  in  reeard  to  the  decisions  that  had 
been  ^linst  these  combinations  that  they  were  all  under  the  common  law? — A.  Yes. 

Q.  This  Addyston  pipe  case,  I  believe,  was  under  the  Sherman  antitrust  act 
technically? — ^A.  Yes. 

Q.  The  case  in  Ohio  against  the  Standard  Oil  Company,  the  case  in  Illinois  against 
the  whisky  company,  and  the  late  case  against  the  Grlucose  Sugar  Refining  Company 
were  all  under  statutes,  were  they  not? — A.  Some  of  those  were.  I  can  not  answer 
that;  I  looked  them  over,  but  it  has  escaped  my  mind. 

Q.  Your  opinion  was  that  the  common  law  was  sufficient  in  any  case? — A.  Yes, 
where  there  is  no  actual  corporation;  I  think  the  common  law  is  perfect. 

Q.  That  is  the  point,  as  to  whether  the  common  law  was  perfectly  sufficient  even 
though  the  decision  may  have  been  under  statutes  in  these  States. 

CONSTITUTIONAL    POWERS  OP  CONGRESS. 

Q.  (By  Mr.  Stimson.)  I  would  like  to  take  up  there  several  questions  on  the  Sher* 
man  Act.    I  noted  down  what  you  said  of  the  Snerman  Act,  that  it  ^*  makes  ill^al  all 
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arts  in  reBtramt  of  trade.' "    Those  are  your  words;  and  then  you  asked  how  would 
tho  opponents  of  truste  propose  to  amend  it — A.  Yes. 

Q.  Y  ou  did  not  add  the  words,  however,  which  made  illegal  '  *  all  actions  in  restraint 
of  trade  between  the  several  States."  Those  words  you  left  out — A.  Not  intenti<iii- 
ally.    Of  wjurse  there  can  not  be  any  legislation  unless  thev  were  there. 

Q.  Now,  I  pup]>ose  that  if  you  say  that  the  Sherman  Act  has  not  been  effectual,  ha? 
not,  in  fact,  gone  beyond  the  common  law,  and  ask  how  it  can  be  am^ided  to  do 
more  than  that,  to  bring  about  increased  effect,  to  become  a  drastic  act  instead  of  a 
ver>'  mild  one,  the  extremists  would  say,  Why,  you  could  very  easily  leave  out  tho^i? 
words  *'  between  the  States,"  leave  out  the  interstate  part  of  the  Sfierman  Act,  and 
let  it  T^t&d  simply  as  you  did  read  it,  so  as  to  make  ill^l  all  acts  in  restraint  of  tratle. 
What  would  you  as^  the  gentlemen  of  the  commission  to  say  if  anyone  came  here 
i)roiK)Hing  that  amendment? — A.  I  would  say  unconstitutional,  exactlv.  Will  yon 
let  nie  interpolate  there  something  I  omitted,  and  right  on  that  line?  If  you  wish  to 
limit  or  nullify  the  nower  of  corporations,  it  is  very  easy  to  do  it.  If  you  take  away 
from  them  p<*riK»tual  succession,  if  you  take  away  from  them  the  nonliability,  if  y^^ 
compel  them  to  be  partners,  in  other  words,  you  can  accomplish  the  business.  TSere 
iH  no  difficulty  in  destroying.  You  can  cut  their  heads  off  with  a  single  blow;  but  1 
have  not  seen  the  man  who  is  brave  enough  to  advocate  that  step  yet 

Q.  I  am  afraid  you  will  say  that  I  have  no  right  to  ask  you  conundrums,  which  I 
very  nmch  need  an  answer  to.  I  want  to  close  by  asking  two  or  three  question* 
which  arise  under  the  Sherman  Act,  to  see  how  they  strike  your  mind. — ^A.  AH  right. 

Q.  I  should  like  to  ask  whether  you  think  that  a  single  interstate  contract  nuule 
by  ])arties  within  two  States,  parties  of  different  States,  comes  under  the  constim- 
tional  provision  of  the  interstEtte-commerce  clause.  You  know  what  I  mean  by  that, 
of  course? — A. Yes. 

Q.  Can  not  Congress  legislate  upon  a  contract  because  it  is  a  contract  made  between 
a  man  in  Massachusetts  and  a  man  in  New  York  ?  Does  the  interstate  act  clausie  go  as 
far  as  that? — A.  It  has  no  connection  with  such  a  contract  as  that 

Q.  Can  you  as  to  individual  persons? — A.  No. 

Q.  Now,  take  it  as  to  corporations  in  different  States,  which  of  course  may  be 
excluded  arbitrarily  from  doing  business  in  any  one  State.  Corporations  from  anot  her 
State  may  l)e  excluded  arbitrarily.  Now,  does  that  make  any  difference  in  the  law  ? 
Is  it  any  more  possible  under  the  Constitution  than  it  was  m  the  case  of  two  indi- 
viduals?— A.  No.  The  Supreme  Court  of  the  United  States,  the  Federal  courts,  held 
that  as  to  corporations.     You  will  find  all  these  decisions. 

Q.  Have  they  not  done  it  under  the  fourteenth  amendment? — A.  Yes. 

Q.  Have  they  done  it  under  the  clause  which  says  that  the  citizens  of  each  State 
shall  he  entitled  to  all  the  privileges  of  the  citizens  of  the  other  State? — A.  No;  I 
do  not  recall  that  it  has  been  done  under  that  section.  No;  I  do  not  recall  any 
decisions  under  that  section. 

Q.  I  have  tried  very  hard  to  find  that. — A.  No;  I  do  not  recall  it  If  you  wish, 
here  is  a  little  brochure  I  have  on  the  commercial  branch  of  it,  and  I  do  not  think 
anything  of  that  kind  is  here. 

(l.  It  has  been  proposed,  I  know,  to  the  commission,  or  to  members  of  it,  that  the 
Federal  Government  might  create  corporations,  trading  corporations,  manufacturing 
coriK)rati()n8,  primarily  on  the  grouna  that  they  were  supposed  to  do  either  entirely 
or  in  part  interstate  business.  Do  you  know  that  such  a  law  would  be  constitutional?— 
A.  No,  sir;  I  thought  that  the  Government  went  as  far  as  it  could  when  it  incorpo- 
rated the  Nicaraifua  Canal.  I  was  in  Europe  at  the  time,  and  I  was  retained  for  the 
interests.  Ansociate  counsel  acting  with  me  went  before  President  Cleveland  and 
made  an  argument  in  opposition  to  that  on  the  ground  that  it  was  not  within  the 
power  of  Congress  to  make  it;  but  Mr.  Cleveland  signed  the  bill.  It  is  a  very  gotKi 
measure,  but  the  Constitution  is  strained  sometimes  to  support  these  things.  The 
Nicaragua  Canal  measure  is  perhaps  the  limit  it  could  go  to. 

Q.  Do  you  think  that  if  there  is  a  doubt  about  the  constitutionality  of  a  bill  a  com- 
mis.'^ion  like  this,  which  approved  it  otherwise,  ought  to  consider  the  doubt  at  once 
before  considering  the  measure  ? — A.  Yes,  abeolutely. 


"corporation  stock  trusts." 


Q.  There  is  another  kind  of  trust  that  is  rather  rare,  but  is  very  strong  when  it 
happens,  and  that  is  what  for  the  sake  of  a  better  word  I  will  call  the  corporate  trust 
or  the  corporation  stock  trust  Suppose  three  or  four  large  holders  got  together  and 
induced  the  holders  of  half  the  stock  in  a  corporation,  plus  one  share,  to  put  that 
sliglit  majority  of  that  stock  of  this  railroad,  we  may  say,  in  a  trust  with  three  trus- 

1  See  page  1155. 
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tees.  Then  these  three  trustees  issued  trust  certificates  representing  only  the  bene- 
ficiary right  of  income  of  that  stock  and  no  right  of  control  of  the  management, 
until  the  trust  is  terminated,  which  may  be  5  years  or  which  may  be  perpetual. 
Those  trust  certificates,  which  have  no  power  of  control,  are  passed  from  one  hand  to 
another,  and  are  regarded  by  the  general  public  very  much  as  if  they  were  stock  in 
the  corporation.  Then  go  a  step  farther,  suppose  you  have  the  Maryland  Railroad, 
which  IS  a  real  railroad,  and  you  get  up  the  Maryland  Company  and  you  put  into  the 
treasury  of  that  company  half  the  shares  of  the  Maryland  Radroad,  and  the  control 
goes  to  the  directors  of  the  Maryland  Company.  It  is  not  a  railroad,  but  a  company, 
and  of  course  controls  the  Maryland  Railroad.  Then  you  go  a  step  further  and  vou 
put  half  the  shares  of  the  Maryland  Company  again  into  the  trust  of  three  individual 
trustees.  Those  three  individual  trustees  have  half  of  that,  plus  one  share.  Will  they 
not  control  the  real  property  which  represents  the  value,  that  is,  actually,  the  Mary- 
land Railroad? — A.  Yes ;  tnat  has  been  done  in  two  instances  recently,  one  of  which 
is  fast  going  out  and  the  other  is  just  being  considered.  I  know  of  two  corporations 
and  I  think  it  a  very  good  thing,  for  the  reason  that  it  makes  the  management  per- 
manent and  leads  them  to  have  a  permanent  policy. 

Q.  But  that  is  a  question  of  merely  2  and  2  make  4;  and  they  could  go  on  and 
make  new  companies  after  new  companies,  just  like  Chinese  boxes,  one  inside  of 
the  other,  until  you  got  at  first  one-half,  then  one-fourth,  one-eighth,  one-sixteenth, 
finally  one  thirty-second  of  the  stock  of  the  real  corporation  to  control  it.  That 
could  be  done? — A.  Yes;  and  if  the  stockholders  show  as  little  interest  in  properties 
as  they  do  now,  it  will  continue  to  be  done,  and  if  you  go  to  a  stockholders'  meeting 
you  will  find  that  it  is  so. 

Q.  You  do  not  think  there  is  any  reason  for  any  law  attempting  to  regulate  it? — 
A.  On  the  contrary,  it  is  very  beneficial  to  have  permanent  uniform  management 

Q.  For  instance,  it  is  possible,  of  course,  to  pass  a  statute  that  you  can  not  give 
irrevocable  proxies — that  is,  you  can  not  separate  the  voting  power  of  stock  from  the 
real  ownersnip. — A.  That  exists  already  in 'some  States. 

Q.  That  does  in  the  simple  case  of  proxies;  and  so  that  rule  in  regard  to  the 
transfer  of  stock  under  trust.  You  would  not  be  in  favor  of  any  such  restriction? — 
A.  I  would  not. 

FREIGHT  DISCRIMINATIONS — POOLING   IS  THB  REMEDY. 

Q.  (By  Mr.  Kennedy.)  Many  witnesses  who  have  come  before  this  commission 
have  spoEen  about  freight  discrimination.  Railroad  presidents  have  admitted  the  e\nl. 
Some  of  the  witnesses  claim  that  these  trusts  have  been  built  up  through  the  benefits 
they  receive  from  these  railroads  in  the  way  of  rebates,  freight  discriminations,  etc.  I 
should  like  to  hear  from  you  as  to  a  legal  remedy? — A.  I  think  so  for  as  discrimina- 
tion is  concerned  it  ought  to  be  abolished,  and  I  think  if  you  will  grant  to  these 
railroads  what  they  want — the  right  to  i)ool — and  pve  them  the  right  to  operate  their 
roads  in  a  reasonable  way,  that  those  thines  will  disappear.  That  seems  to  me  to  be 
a  practical  way  of  remedying  that  evil,  and  I  believe  railroad  men  are  in  favor  of  that 
view. 

Q.  You  concur  with  the  railroad  people,  then? — A.  Yes. 

Q.  (By  Mr.  A.  L.  Harris.]  Under  what  restrictions  would  you  grant  that  pri\i- 
lege? — A.  Well,  I  have  not  thought  exactly  about  that.  I  should  have  to  study  that 
over.    It  depends  on  the  form  of  the  contract  largely. 

ADDYSTON   PIPE  CASE. 

Q-  (By  Mr.  Clarke.)  In  your  opinion  has  the  decision  of  the  Supreme  Court  in  the 
Addyston  pipe  case  turned  upon  the  illegality  of  corporation  partnerships,  or  aggre- 
gations of  capital,  or  does  it  turn  upon  the  abuses  of  the  powers  of  that  particular 
corporation? — ^A.  It  was  not  a  corporation.  It  turns  upon  an  agreement;  that  was 
the  question  there.  If  you  will  read  the  decision — I  have  not  nad  time  to  read  it 
entirely;  I  have  it  in  my  hands — you  will  find  that  the  decision  of  the  court  rests 
upon  the  construction  of  that  agreement.  There  was  no  partnership;  simply  an 
agreement  to  share  business  in  certain  territories,  and  do  it  in  a  way  onensive  to  the 
common  law.    That  I  understand  to  be  the  agreement. 

Q.  Well  then,  m  your  opinion,  the  decision  is  against  their  undertaking  to  do 
things  which  were  unlawful  at  common  law? — A.  Yes. 

Q.  Rather  than  upon  the  fact  that  they  combined? — A.  Yes;  and  under  the  fact 
that  they  combined  to  do  it,  because  the  court  held  it  was  clearly  within  the  Sherman 
Act;  that  was  a  proceeding  instituted  by  the  United  States  under  the  Sherman  Act. 

Q.  You  see  nothing  un&wful  in  combining  to  do  a  Intimate  business — A.  No,  I 
do  not  I  do  not  distinguish  between  comoining  to  do  business  and  capitalizing 
themselves  and  combining  into  one  corporation.    It  would  be  a  question  of  form. 
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Q.  (By  Mr.  Fabquhar.)  Do  you  believe  that  there  is  an  industrial  stock  <»itlie 
New  York  Stock  Exchange  that  does  not  carry  water  with  it  to-day? — A.  Well,  1  do 
not  know;  I  suppose  some  do. 

Q.  What  do  you  think  of  a  corporation  with  100  millions  of  capital  that  eaye  ftwav 
10  millions  to  (he  promoter,  and  in  making  the  corporation  took  15  to  17  concerns 
that  had  not  paid  2  per  cent  before  they  were  taken  in  (that  was  the  statonent  of 
the  prospectus,  supposed  to  be  truthful,  before  that  promotion  was  made)— do  joa 
think  anybody  would  invest  in  it? — A.  That  is  a  hypothetical  question;  I  could  not 
tell;  I  do  not  think  I  should  myself. 

Q.  Do  you  think  it  is  possible,  in  a  practical  bosiness  view,  that  any  aggregatiaii 
of  capital  of  100  millions  could  afford  to  pay  10  millions  for  simply  ^ttlng  together 
15  or  25  concerns,  when  none  of  them  was  paying  before  they  went  in? — ^A.  I  think 
the  economies  and  benefits  of  combination  would  have  to  be  very  great  to  justify  it 

Q.  And  the  profitfil? — A.  And  the  profits. 

Q.  Who  is  goinff  to  pay  for  this  10  millions  in  the  long  run?    The  poor,  innocent 

Serson  that  buys  this  stock,  by  the  wiping  out  of  all  common  stock  at  last?— A  It 
epends  upon  its  history,  as  1  say.    If  it  is  not  capitalized  on  a  rataonal  boaiDM 
basis,  it  is  Dound  to  go. 

Q.  Do  you  think  there  is  any  remedy  in  common  law  for  abuses  of  the  public  in 
this  way  or  stock  gambling  of  this  character? — A.  Certainly,  there  are  remedies  it 
common  law  and  statute  law.  If  the  |>ublic  is  deceived  in  any  form,  it  has  a  remedy 
criminally  and  civilly,  as  I  have  exp>lained;  a  perfect  remedy. 

Q.  You  do  not  beheve  that  there  is  a  necessity  of  strict  puolicity  secured  either  by 
the  State  or  by  the  nation,  to  save  the  public  harmless  from  these  stock  gamblers?— 
A.  I  do  not  think  that  the  nation  is  chaiiged  with  the  care  of  its  citizens  in  respect 
to  contracts  which  they  make. 

.    Q.  Unless  it  is  a  creature  of  the  nation  itself  by  incorporation.    You  have  men- 
tioned one  a  moment  or  two  ago. — A.  Yes. 

Q.  The  nation  I  mean ;  the  nation  did  not  take  great  care  of  that  child. — ^A.  But  if  too 
follow  out  the  suggestion  of  Professor  Jenks  and  have  an  auditor  appointed  and  have 
a  prospectus  based  on  the  English  form,  stating  how  much  is  paid  and  all  the  details 
wnich  are  put  into  an  English  prospectus,  you  would  have  provided  as  ample  reme- 
dies as  you  could.  ^ 

Q.  Is  not  every  single  amegation  of  capital  you  are  speaking  of  now,  whether  or 
not  incorporated  bv  tne  Umtea  States,  a  movement  toward  control,  towajd  a  monop- 
oly?— A.  1  do  not  know;  it  would  be  a  great  assumption  on  my  part  to  say  that. 

Q.  How  near  does  it  approach  that  definition? — A.  I  do  not  know.  They  may 
have  monopolistic  purposes  in  view,  but  they  can  not  be  carried  out  unless  yoii  gire 
them  special  privileges. 

Q.  If  the  promoter  gets  $4,000,000  or  $5,000,000,  that  money  must  be  made  some- 
where; that  stock  is  carried  in  men's  pockets,  put  on  the  stock  market,  or,  as  the 
expression  is,  shunted  on  to  friends  or  relatives.  Is  it  bad  for  the  whole^eople  that 
we  do  not  have  regulative  laws  to  take  in  hand  that  class  of  gambling?  Would  it  not 
be  remiss  on  our  {)art  not  to  explore  that  and  apply  the  remedies  for  that?'-A.  I 
think  you  have  all  the  remedies  you  can  possibly  want  to  correct  the  evils  of  hise 
representation,  the  evils  of  misrepresentation  or  misstatement;  they  are  ample  to  pro- 
tei't  the  public,  because  if  you  are  going  to  undertake  to  supply  them  with  brains — - 

Q.  (Interrupting.^  We  do  not  want  to  undertake  that — A.  And  guarantee  that 
all  the  citizens  shall  be  protected  if  they  go  into  investments,  why,  that  is  another 
question. 


are  equally  reprehensible  in  morsus  and  in  law. 

Q.  (By  Mr.  Farquhar.)  For  instance,  a  great  iron  corporation  makes  a  combina- 
tion witn  transportation  corporations  and  with  iron  miners,  and  ultimately  coni<^ 
into  ownership  of  the  mines.    You  would  call  those  actions  monopolistic  ? — A.  Well  ? 

Q.  Or  are  they  what  you  call  fair  competitive  business  ? — A.  I  do  not  know,  it  wonUl 
depend;  you  would  have  to  give  me  the  exact  circumstances  to  justify  an  opinion. 

Q.  Well,  one  company,  the  Federal  Steel  Company,  owning  four  of  these  great  cor- 
porations of  that  kind? — A.  Yes, 

Q.  Owning  from  the  point  of  production  to  the  perfect  output  of  the  structaral 
steel? — A.  It  is  indicative  of  having  greater  opportunities. 

Q.  And  owning  the  first  ones?— A.  Those  are  speculative,  hypothetical  oueBtions. 
My  opinion  is  not  worth  any  more  than  that  of  anybody  you  can  take  on  the  street 

>  See  pp.  1166, 1167,  where  the  suggestion  is  made  by  Mr.  Doa  Fbshm. 
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Q.  But  in  the  evidence  you  save  this  morning  you  advised  all  the  people  to  go  to 
common  law  for  a  remedy.  We  find  statute  law  in  New  Jersey  and  Delaware  and 
West  Virginia  and  elsewhere  that  Congress  will  have  to  take  care  of  in  ttie  process  of 
time.— A.  I  do  not  think  it  will.  I  think  those  laws  to  which  you  refer  simply 
authorize  all  people  to  go  there  and  hecome  corporations;  that  is  all. 

Q.  So  that  the  remedy  is  that  people  ought  to  place  the  matter  in  a  million  hands 
and  take  the  chances? — A.  Well,  that  is  right.  If  you  go  in  and  there  is  any  fraud 
you  can  arrest  the  people,  and  you  can  recover  dainages  from  them.  I  think'^I  have 
explained  that.    Tne  remedies  are  ample. 

Q.  You  would  not,  then,  state  it  as  a  broad  proposition  that  the  Sherman  law,  that 
prevents  the  restrictions  of  trade,  is  a  good  law? — ^A.  If  I  had  my  own  way  I  should 
never  have  passed  it,  for  various  reasons. 

Q.  Do  you  not  think  that  under  the  two  or  three  decisions  that  we  have  already 
gotten  under  that  law  the  public  are  better  educated  up  to  what  is  in  the  law  and 
what  power  the  corporations  may  have  than  they  ever  were  before? — A.  No;  I  think 
not.  1  think  that  since  the  Sherman  law  there  have  been  a  great  many  corporations 
formed  of  the  largest  kind;  Federal  Steel,  American  Steel  and  Wire,  all  those  corpora- 
tions were  formed  afterwards.  It  had  no  effect  at  all — a  dead  letter,  like  that  statute 
of  George  I  that  I  spoke  of. 

Q.  You  state  it,  then,  as  a  broad  proposition  that  it  does  not  matter  how  great  the 
agn'egation  oi  capital,  there  is  no  harm  in  it? — A.  I  do  not. 

^.  How  near  ao  you  come  to  that? — A.  I  can  not  tell  except  in  the  light  of  partic- 
ular circumstances.  I  think  aggregated  capital  may  be  very  dangerous — ^very  dan- 
gerous indeed. 

REPORTS  MIGHT  WELL  BE  PUBLISHED, 

Q.  (By  Mr.  Smtth.)  In  your  argument  you  suggested  the  publication  of  reports  of 
corporations  as  one  means  of  informing  the  public.  How  for  would  you  have  that 
publication  given — simply  to  the  officers  of  the  State,  or  to  the  newspapeni? — A.  There 
would  not  be  any  objection  to  having  it  in  the  form  of  a  report  published,  as  we  had 
once  in  the  annual  reports  of  New  York. 

Q.  You  mean  published  in  the  newspapers? — A.  Published  in  the  newspapers. 

Q.  You  would  not  be  satisfied  that  it  simpl}^  be  filed  in  the  office  of  the  secretary  of 
state? — ^A.  I  should  be  satisfied.  I  say  that  if  you  thought,  after  you  had  reflected 
about  it,  that  it  was  well  to  publish  it,  I  do  not  see  how  anybody  could  complain.  I 
think,  as  I  explained  before,  that  it  is  a  reasonable  request  that  nobody  should  deny 
who  wants  to  do  a  legitimate  business.' 

(Testimony  closed.! 

Whereupon,  at  4.50  p.  m.,  the  commission  adjourned  until  to-morrow  morning  at 
10.30  o'clock. 


Washington,  D.  C,  January  6,  1900, 

TESTIMONY  OP  ME.  CHAELE8  CLAPLHf  ALLEIT. 

Attorney  at  law,  St.  Louis,  Mo, 

The  commission  met  at  11  a.  m.,  Vioe-Chairman  Phillips  presiding.  Charles 
Claflin  Allen,  esq.,  was  introduced  and,  after  being  duly  sworn,  testified  as  follows: 

Q.  (By  Mr.  Jenks.)  Will  you  give  your  full  name  and  address,  please? — ^A.  Charles 
Cli^in  Allen,  St.  Louis,  Mo. 

Q.  Please  state  your  business. — A,  I  am  a  lawyer. 

Q.  How  long  have  vou  been  practicing  law? — A.  Something  over  22  years. 

Q.  You  have,  I  imaerstand,  a  statement  and  alignment  prepared  to  present  before 
the  commission.    You  will  make  that,  please,  in  your  own  way. 

The  Witness.  Mr.  Chairman  and  gentlemen  of  the  commission:  I  wish  to  state 
that  while  in  some  respects  it  would  have  been  more  agreeable  to  make  my  argument 
in  an  extemporaneous  form,  as  is  my  custom  in  making  legal -arguments,  I  ieli  that 
the  importance  of  this  question  necessitated  that  I  should  endeavor  to  place  my 
ideas  as  far  as  possible  in  writing.  I  have  therefore  prepared  a  written  statement  of 
my  vievs,  which,  with  your  permission,  I  will  now  present. 

When  the  tel^ram  from  Mr.  Sackett,  the  secretary  of  your  commission,  was 
handed  to  me  3  weeks  ago,  and  I  read  your  invitation  to  make  an  ai:g:ument  concerning 
the  legal  aspect  of  trusts,  my  hesitation  in  accepting  the  honor  thus  conferred  upon 
me  was  not  influenced  by  any  disinclination,  except  such  as  arose  from  my  realization 

1  See  pp.  1162,1168. 
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of  the  great  importance  of  the  qaestion  involved  and  the  seeming  impoasilHlity  <i 
making  adequate  preparation  within  the  time  allowed  me  under  the  terms  of  mj 
invitation.  This  statement  is  made,  not  by  way  of  apology,  which  has  been  de&K>i 
as  onlv  egotism  wrong  side  out,  but  that  you  may  realize  the  difficulties  coimecttil 
with  the  preparation  of  an  argument  upon  this  subject  and  may  make  allovaooe 
for  inaccuracies,  especially]  with  reference  to  matters  of  ^t,  concerning  whidi  brk 
of  time  has  prevented  verification.  Indeed.  I  approach  this  aigument  stjictly  hm 
the  standpoint  of  the  lawver,  and,  like  the  lawyer  in  the  daily  practice  of  ms  pio- 
fession,  I  shall  be  compelled  to  use  for  facts  the  testimony  of  other  people. 

The  whole  scope  of  numan  law  is  summed  up  in  the  first  definition  of  Justiniui's 
Institutes,  which  I  shall  give  both  in  Latin  and  in  English,  in  order  that  it  may  tuTe 
the  beauty  of  the  coloring  derived  from  each  of  these  lansuages:  *'Ji]8ti&a  est 
oonstans  et  perpetua  voluntas  jus  suum  cuiqne  tribuendi;"  ^'Justice  is  a  con^a&t 
and  perpetual  wish  of  rendering  to  each  man  his  due."  It  is  because  men  so  ofta 
fail  to  appreciate  this  definition  of  justice,  and  because  they  hold  to  the  cold  lett^ 
of  the  law  as  it  is  written,  that  so  many  illustrations  are  found  of  injustice.  Times 
and  conditions  change,  and  human  agencies  vary  to  meet  the  necessities  of  homsn 
wants;  but  the  principles  of  truth  and  justice  are  eternal.  And  so  the  definitko 
of  justice  made  bv  the  learned  lawyers  of  Justinian  1,500  years  ago  is  like  a  lamp 
which,  though  ola  in  form,  sheds  an  effulgent  light  to  all  within  the  reach  of  its 
rays.  It  is  in  that  spirit  that  I  ask  your  leave  to  place  the  lamp  before  os,  so  tba 
its  light  may  shine  upon  all  our  thoughts  and  words  in  the  consideration  of  this 
grave  subject. 

I  have  seen  a  copy  of  an  aivumentmade  before  the  commission  December  12^  18^. 
by  Mr.  John  R.  Dos  Passos,  of  New  York.  If  I  were  to  attempt  merely  to  reply  to  the 
argument  of  Mr.  Dos  Paasos,  I  should  find  considerable  difficulty — first,  because  Mr. 
Dos  Passos  says  many  things  with  which,  as  he  sa^s  them,  I  entirely  agree;  seconi 
because  in  his  statement  of  the  propositions  a^nst  which  he  intends  toai]^eh€ 
defines  an  issue  as  that  of  his  opponents  for  which  I  do  not  contend,  and  for  which, 
as  T  believe,  very  few  people  do  contend;  third,  because  from  my  point  of  view  Mr. 
Dos  Passos,  in  stating  his  issue,  has  omitted  or  evaded  the  essence  of  the  whole 
question. 

I  can  not  asree  with  the  first  statement  of  Mr.  Dos  F&asos,  to  the  effect  that  the  word 
**  trusts,"  so  frequently  used  in  this  country,  **has  become  a  synonym  foracgr^w 
capital — has  become  a  phrase  representing  all  the  forms  of  combined  capital?'^  ^ 
reference  of  the  name  "  trust"  to  the  definition,  "an  equitable  interest  which  a  maa 
has  in  personal  or  real  property,"  also  seems  narrow.  That  the  historvof  tnsts 
in  equity  jurisprudence  snows  tliat  the  law  upon  this  subject  arose  out  of  the  evasion 
of  some  of  the  principles  of  feudal  law  is  not  without  force.  But  it  is  a  significaDl 
fact  that  the  law  of  trusts  had  its  inception  in  the  propensity  of  large  corpoiatioos  to 
absorb  and  hold  perpetually  all  of  the  best  property  ot  the  realm  of  England. 

Blackstone  thus  describes  the  history  of  that  legislation  (2  Comm.  star  p.  268)  : 

"Alienation  in  mortmain — ^in  mortua  manu — ^is  an  alienation  of  lands  or  tenements 
to  any  corporation,  sole  or  asgregate,  ecclesiastical  or  temporal.  But  these  purcba^ 
having  been  made  chiefly  b^  religious  houses,  in  consequence  whereof  the  lands 
became  perpetually  inherit  in  one  dead  hand,  this  hatn  occasioned  the  genew 
appellation  of  mortmain  to  be  applied  to  such  alienations  and  the  religious  hoo^e^ 
themselves  to  be  principally  considered  in  forming  the  statutes  of  mortmain;  in 
deducing  the  history  of  which  statutes  it  will  be  matter  of  curiosity  to  obeerye  the 
general  address  and  subtle  connivance  of  the  ecclesiastics  in  eluding  from  time  to 
time  the  laws  in  being,  and  the  zeal  with  which  successive  Parliaments  have  pQf* 
sued  them  through  all  their  finesses;  how  new  remedies  were  still  the  parents  of  new 
evasions;  till  the  legislature  at  last,  though  with  difficulty,  hath  obtamed  adeoav^ 
victory." 

In  observing  the  analogy  between  the  ancient  trust  corporations  and  the  modern 
trust  corporations,  it  is  to  be  hoped  that  the  remarkable  capacity  of  the  new  for  im- 
itation of  the  old,  in  escaping  new  remedies  through  new  evasions,  may  be  follows 
bv  corresponding  capacity  of  the  modem  legislatures  to  imitate  the  ancients  m 
obtaining  a  decisive  victory. 


THE  OBJECT  OP   "TRUJarTB." 


Mr.  Dos  Passos  makes  a  somewhat  startling  statement  concerning  the  object  oi 
trusts.  He  says  that  the  object  was  "to  keep  people  who  had  no  business  t^]^f' 
from  knowing  the  secrets  of  that  trust  That  is  the  object  of  a  trust;  a  pen€cu> 
innocent  and  a  perfectly  laudable  object,  in  my  estimation."* 
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The  difficulty  with  this  proposition  is  that  it  states  an  incident  for  a  cause.  The 
main  object  of  the  trust  was  to  carry  out  the  combination  agreement  whereby  prices 
^were  to  be  fixed  and  production  limited.  These  purposes  being  strictly  contrary  to 
the  law,  it  is  highly  probable  that  the  members  of  the  trust  a^eement  desired  to 
keep  their  proc^dings  a  secret,  since  the  public  knowledge  of  l£em  would  lead  to  a 
dissolution,  by  law,  of  their  combination,  and  might  lesui  to  more  serious  conse- 
quences, on  the  criminal  side  of  the  court,  to  the  individual  participants. 

But  Mr.  Dos  Passos,  having  stated  that  only  two  large  industrial  corporations 
resorted  to  that  system  which  he  cal  Is  ancient  procedure  and  ancient  law,  ^  says :  '  ^  The 
word  'trust'  must  therefore  be  discarded  in  the  discussion  of  these  questions,  now 
and  forever;  because  the  courts  have  set  their  seal  of  condemnation  upon  it,  and 
they  require  that  people  who  have  in  view  the  aggr^ation  of  capital  shall  now  con- 
summate it  through  the  instrumentality  of  a  corporation;  and  in  discussing  these 
questions  we  must  dismiss  this  word  Hrust'  as  meaningless  and  useless."' 

Oh,  that  we  might  dismiss  the  problems  surrounding  the  *^  trusts"  as  easily  as  Mr. 
Dos  Passos  dismisses  the  word  from  his  aigument.  But,  like  Banj^uo's  ehost,  it  will 
not  down;  because,  like  Banquo's  ghost,  it  is  the  spirit  of  an  evil  deed.  Even  the 
word  will  not  disappear.  The  statute  books  contain  it,  the  court  records  use  it,  the 
newspapers  are  fuU  of  it,  political  platforms  are  based  on  it.  There  is  an  essential 
idea  contained  in  it  which  Mr.  Dos  Passos  ignores. 

AGOBHGATBD  CAPITAL  NOT  PERNICIOUS  IN  ITSELF. 

Having  stated  that  his  opponents  are  very  vague  in  their  definitions  of  their  posi- 
tion, he  says:  *'Let  me  create  an  issue."  And  he  then  states  the  issue  as  follows: 
''Aggr^ated  capital  is  wron^,  is  pernicious."'  That  is  an  issue  which  I  am  unable 
to  meet  because  I  do  not  believe  that  aggregated  cai)ital  is  necessarily  wrong.  Nor 
can  I  argue  concerning  the  limitation  of  capital  which  persons  may  have.  For  the 
present  at  least,  and  for  the  purpose  of  this  argument,  I  nave  no  suggestions  to  make 
concerning  the  limitations  of  capital,  either  to  mdividuals  or  corporations.  Though  I 
am  unable  to  a^ree  with  the  general  argument  made  by  the  learned  gentleman,  to 
the  effect  that  because  corporations  have  ^areholders,  and  some  of  them  many  thou- 
sand shareholders,  the  State  ought  not  to  impose  any  limitations  upon  its  corpora- 
tions. The  individual  shareholder  is  not  to  oe  compared  with  a  natural  person, 
because,  first,  the  wrong,  if  any,  is  done  by  the  corporation,  the  artificial  being 
created  by  the  State,  i.  e.,  b]^  all  the  people,  and  it  has  only  such  rights  as  all  the 
people  choose  from  time  to  time  to  b€«tow.  The  people  can  give,  and  they  can  take 
away  at  will,  having  due  regard  for  vested  rights.  The  natural  individual,  on  the 
other  hand,  has  etmcally,  as  well  as  constitutionally,  all  rights  of  personal  liberty 
not  expressly  prohibited  by  law. 

Aeam,  Mr.  Dos  Passos  says:  ''Now,  let  me  again  trv  to  formulate  some  postulate 
for  these  people.  They  say  that  aggregated  capital  neld  b]r  a  corporation  for  the 
purpose  of  manufacturing,  or  business,  or  commerce  is  pernicious  and  detrimental 
to  public  interests.  I  can  not  undertake  to  give  the  language  which  has  been  used 
by  some  of  the  orators  in  portraying  the  terrible  future  which  is  in  store  for  this 
country  if  aggregated  capital  is  permitted  to  exist.  Adopting  this  formula,  'Is 
aggregated  capital,  in  the  hands  of  corporations,  detrimental  to  the  interests  of 
society? '    On  what  crounds? ' '  • 

I  can  not  answer  me  (][uestion.  I  never  heard  anyone  say  that  aggregated  capital 
in  the  hands  of  corporations  was  necessarily  detrimental  to  the  interests  of  society. 
I  certainly  never  said  so  myself,  and  do  not  say  so  now. 

Continuing,  he  says:  "It  is  said  that  aggr^ated  capital  is  pernicious  because  it 
creates  a  monopoly,  and  therefore  we  must  £lvance  one  step  further  in  the  discus- 
sion, and  try  to  discover  what  a  monopoly  is."' 

I  do  not  know  that  anyone  has  undertaken  to  say  that  all  am'egated  capital  is 
pernicious  because  it  creates  a  monopoly.  All  aggregated  capit^does  not  create  a 
monopoly.  There  are  undoubtedly  many  aggregations  of  capital  amounting  to  very 
large  sums  which  not  only  do  not  create  a  monopoly,  but  do  not  even  tend,  percep- 
tibly, toward  a  monopoly.  It  is  important  to  me  tnat  my  position  on  that  point 
should  be  clearly  imderstood  in  order  that  my  distinctions  may  have  their  intended 
effect;  for  while  I  can  not  agree  with  the  last  statement  of  the  learned  gentleman,  or 
take  issue  with  it  in  its  present  form,  it  trenches  upon  the  essence  of  the  subject 
under  discussion. 

MONOPOLIES  EXIST,  AND  HAVE  BEEN  RECOGNIZED  AS  EXISTING  BY  THE  COURTS. 

Mr.  Dos  Passos  continues:  "Therefore,  arguing  this  matter  as  a  lawyer,  I  am  look- 
ing upon  questions  of  definition  as  of  primary  importance.    Now,  'monopoly '  has  a 

>  See  p.  1142.  See  footnote  2  on  that  page  for  references  to  other  combinations  which  resorted  to 
this  system. 
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legal,  it  has  a  Knunmatical,  and  it  has  a  historical  meaning.  The  legal  and  ^:nm- 
matical  meaning  of  the  woitl  *  monopoly'  is  the  same;  it  must  be.  A  monopoly, 
according  to  the  dictionary,  is  the  exclusive  privilege  of  traffic — the  exclusive  p«*t*5*- 
sion  of  anything,  as  a  commodity  or  a  market.  It  is  an  exclusive  privilege,  restins 
in  the  hands  of  one  person  or  corporation,  to  the  exclusion  of  everybody  else;  and 
to  comprehend  a  monopoly,  you  must  be  able  to  imderstand  that  there  can  exist  do 
monopoly  imless  it  is  exclusive.  That  is  the  whole  basis  of  it.  *  *  *  We  law- 
yers, brought  up  on  the  milk  of  Blackstone,  absorbed  a  prejudice  ajgsdnst  monopolies 
to  such  an  extent  that  when  you  mention  monopoly  to  a  law^yer  it  is  precisely  like 
waving  a  red  flag  before  a  bull.  It  was  a  fundamental  basis  of  a  lawyer's  Ques- 
tion to  oppocie  monopolies.  But  there  have  existed  in  this  country,  with  but  few 
exceptions,  to  which  I  shall  refer,  no  monopolies  since  its  orranization,  and  there- 
fore the  use  of  the  word  'monopoly'  in  the  l^al  and  in  tne  grammatical  sense 
must  be  discarded  from  this  discussion;  it  has  no  business  here;  it  has  no  technical 
meaning  when  applied  to  aggregated  capital."^ 

The  monopolies  which  he  excepts  from  his  exclusion  are,  first,  patents;  second, 
special  charters;  and,  third,  what  ne  calls  a  monopoly  in  fact,  or  resulting  monopoly, 
which  he  says  is  not  alluded  to  by  any  legal  w^riter  so  far  as  he  remembers. 

Unfortunately  for  his  position,  the  statements  that  there  have  been  no  monopolieB 
in  this  country,  and  that  a  monopoly  in  fact,  or  a  resulting  monopoly,  has  not  been 
alluded  to  by  any  legal  writer,  are  not  borne  out  by  the  law  books.  On  the  contiary, 
there  have  been  numerous  instances  in  which  not  only  the  supreme  courts  of  the 
several  States,  but  the  Supreme  Court  of  the  United  States,  have  recognized  the  ex- 
istence of  monopolies  in  fact,  or  "virtual  monopolies,''  arising  out  of  combinations 
in  restraint  of  trade,  and  held  them  to  be  void  on  the  same  ^prounds  and  under  the 
same  authorities  which  the  courts  of  England  have  recognized  for  declaring  void 
special  grants  of  monopoly  by  the  Crown. 

Having  summarily  dismissed  "trusts"  from  the  discussion,  Mr.  Dos  Fassoe  now 
eliminates  "monopolies"  with  equal  ease.  With  these  two  words  discarded,  and  the 
essential  idea  which  they  suggest  eliminated,  I  should  have  but  little  to  say  in  oppo- 
sition to  the  axvuments  of  Mr.  Dos  Passos,  and  that  little  would  refer  to  incidental 
and  unessential  things.  My  reply  to  his  argument,  therefore,  must  be  predicated,  not 
upon  the  issue  which  he  has  in  form  raised  by  his  statements  of  the  issues,  but  upon 
the  issue  which  he  has  exptressly  eliminated  by  refusing  to  consider  or  discoas  the 
essence  of  the  whole  question. 

Having  thus  stated  tne  ^ition  of  Mr.  Dos  Passos,  as  I  understand  it,  and  my  own 
position  with  reference  to  it,  I  shall  endeavor  to  present  my  argument  upon  w*hat  I 
believe  to  be  the  problem  now  under  consideration  by  this  honorable  oommisBionf 
and  to  present  it  m  as  impersonal  a  way  as  possible. 

DBFINmON  OF   "TRUST." 

The  first  and  most  important  point  in  the  discussion  is  to  understand  the  sabject 
of  discussion.  To  this  end  it  is  important,  if  not  necessary,  to  define  the  subject. 
Considering  the  great  number  of  persons  who  have  spoken  or  written  upon  the  sab- 
ject of  "trusts"  in  the  legislatures,  through  the  press,  and  on  the  stomp,  it  seems 
remarkable  that  no  clear  definition  has  been  given  of  the  term.  The  sabject  is 
usually  referred  to  by  concrete  description  rather  than  by  definition.  It  is  not  with- 
out hesitation,  therefore,  that  I  attempt  to  define  it.  But  taking  the  word  in  its  pop- 
ular significance  I  submit  the  definition  for  the  consideration  of  the  commission. 
Whether  it  be  accurate  or  not  for  the  uses  of  others,  1  shall  adopt  it  for  the  parposes 
of  this  argument,  and  shall  take  the  position  that  any  corporation  or  combination,  or 
aggregation  of  capital  in  the  hands  of  individuals  or  ^ups  of  individuals^  which 
does  not  come  wittiin  its  terms,  is  not  a  "trust"    This  is  the  definition: 

A  trust  is  a  combination  of  financial  interests,  formed  with  the  intention  of  creating 
a  monopoly. 

1.  A  trust  must  have  in  it  the  element  of  combination.  Its  history  shows  that  it 
was  the  natural  resultant  of  the  idea  contained  in  the  old  law  prohibiting  general 
restraint  of  trade.  The  earlier  cases  of  the  lai]ger  combinations  in  this  country,  which 
were  formed  before  the  adoption  of  the  trust  idea  by  combinations  of  busing  enter- 
priseSj  were  decided  upon  the  basis  of  the  old  common-law  rule  against  general 
restraint  of  trade,  and  the  authorities  were  of  the  class  of  English  cases  which  decided 
that  the  village  doctor  or  the  village  blacksmith  could  sell  out  his  business  under  an 
agreement  not  to  do  business  again  within  the  limits  of  the  village;  but  could  not 
make  a  binding  contract  not  to  carry  on  his  business  anywhere  within  the  realm. 
Such  combinations  were  at  first  called  pools;  but  the  necessity  for  avoiding  the  ded- 
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sions  of  courts,  and  the  tendency  to  legislate  against  pools,  soon  led  to  the  invention 
of  the  trust,  or  rather,  to  the  application  of  the  principle  of  trusts  to  the  large  aggre- 
gations of  capital  which  were  mtended  to  monopolize  the  market  by  fixing  prices 
and  limiting  the  output.  •  To  accomplish  this  result  it  was  necessary  to  oomoine  all 
of  a  given  class  of  manufactures,  or  so  nearly  all  that  those  within  me  combination 
would  be  able  to  buy  out  or  crush  out  those  who  had  the  temerity  to  stand  against 
them.  But  as  the  trusts,  strictly  speaking,  were  speedily  demolished  by  the  courts, 
so  far  as  the  ^HEdidity  of  their  legal  form  was  concerned,  those  engaged  m  the  enter- 
prise found  it  necessary  to  adopt  some  other  form  for  their  combination.  Some  of 
the  States,  notably  New  Jersey,  furnished  such  easy  facilities  for  incorporation,  and 
so  few  limitations  upon  the  power  of  corporations,  and  granted  such  laree  powers 
under  their  general  corporation  laws,  that  the  plan  of  ''trusts,''  technically  speak- 
ing, was  meiged  into  the  combination  of  all  of  the  old  corporations  into  the  form  of 
one  huge  corporation.  But  whatever  its  form  there  was  always,  in  the  class  of  indus- 
trial organizations  now  under  consideration,  a  combination. 

WBAKNBB8E8  OF  POOUt. 

Q.  (By  Mr.  Jbnks.)  Will  you  permit  me  to  interrupt  you?  You  made  a  statement 
a  moment  ago  that  such  combinations  were  first  called  pools,  but  that  the  necessity 
for  avoiding  the  decisions  of  the  courts,  and  the  tendency  to  legislate  against  pools, 
soon  led  to  the  invention  of  the  trust.  This  abandonment  of  the  pool  for  the  trust — 
is  that  considered  entirely  from  the  legal  side,  or  did  you  intena  your  statement  to 
cover  the  whole  question?  The  statement  has  been  made  at  times  by  corporation 
men  themselves  that  they  abandoned  the  pool  form  and  went  into  the  trust  form 
because  thev  found  the  pool  was  not  suitable  as  a  business  form,  since  they  could  not 
hold  the  different  parties  to  the  agreement  they  had  made;  and  that  was  the  business 
reason  for,  abandoning  the  pool  and  going  into  the  trust.  I  wondered  whether  in 
your  statement  you  intended  to  confine  yourself  strictly  to  the  legal  side,  or  whether 
you  intended  to  cover  the  whole  groimd;  because  if  you  intended  the  latter,  I  should 
De  glad  to  hear  your  statement  in  reply  to  these  arguments? — ^A.  I  am  speaking  in  that 
particular  as  in  all  others^  essentially  as  a  lawyer.  It  is  not  always  easy  to  separate 
the  characters  in  which  one  may  endeavor  to  speak.  I  did  not  intend  to  give  an 
accurate  history.  I  made  the  statement  in  passing.  I  believe,  notwithstanding  what 
may  be  said  by  the  gentlemen  as  to  the  reasons,  and  being  willing  to  admit  that  there 
may  have  been  many  good  reasons  for  their  change  of  lorm,  that  they  were  funda- 
mentally trying  to  get  a  form  of  organization  which  the  law  recognized. 

Q.  Do  you  know  whether  as  a  matter  of  fact  there  has  been  serious  difiSculty  in 
holding  tne  different  parties  to  pools  up  to  their  agreements,  either  railroad  pools, 
or  business  pools,  or  anything  of  that  kind? — A.  I  think  there  is  no  doubt  that  there 
was  considerable  difficulty  both  as  to  manufacturing  pools,  and  unquestionably  as  to 
railroad  pools;  for  that  history  is  public,  and  I  do  not  wish  to  be  undferstood  as  assum- 
ing that  the  only  reason  was  to  escape  the  law.  Men  always  act  from  complex 
motives,  not  from  sinele  motives,  and!^I  have  not  the  slightest  doubt  that  in  what 
the  members  of  the  older  pools  did,  they  were  eovemed  by  the  desire  to  get  into  a 
stronger  position  from  every  point  that  affectea  their  interests;  but  I  say  again,  I 
believe  that  the  tendency  of  the  courts  to  declare  all  pools  unlawful  as  in  general 
restraint  of  trade,  under  well-known  conmion-law  prindples,  was  the  foundation  stone. 


DBFijnnoN  OP  "trust"  continued. 


2.  The  combination  forming  a  trust  is  necessarily  of  financial  interests,  whether 
those  engaged  in  the  combination  are  individuals  owning  their  own  property  or  cor- 
porations acting  officially,  or  the  stockholders  of  corporations  acting  on  their  own 
account  for  the  corporations.  The  definition  may  also  include  oi^^nizations  of  laborers 
in  the  form  of  trade  unions  or  otherwise,  since  their  combinations  are  formed  espe- 
cially for  the  financial  interests  of  their  members. 

3.  The  combination  constituting  the  trust  is  formed  with  the  intention  of  creating 
a  monopoly.  Beyond  doubt  this  is  true  of  all  that  class  of  combinations  which,  upon 
a  fair  consideration  of  the  circumstances  under  which  they  are  formed,  could  be  clashed 
as  trusts.  And  this  classification  undoubtedly  includes  the  vast  majority  of  those 
organizations  which  have  recently  been  formed  in  such  laree  numbers  and  with  such 
immense  capital,  including  industries  scattered  all  over  the  United  States.  This  state- 
ment seems  so  nearly  indisputable  as  not  to  require  amplification.  A  company  own- 
ing a  plant  in  St.  Louis  does  not  go  into  a  combmation  with  all  of  the  other  companies 
in  the  same  industrial  line  in  St.  Louis,  and  all  of  the  same  kind  in  Chicago,  and  Cin- 
cinnati, and  Philadelphia,  and  New  York,  and  perhaps  smaller  towns  between,  until 
practically  all  of  the  manufacturing  establishments  in  that  line  of  business  are  indudedi 
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except  with  the  defined  intention  to  be  able  to  control  the  market  by  fixing  prir»« 
and  limiting  output  Such  a  company  would  not  enter  upon  what, 'upon  \is  face. 
appears  bo  mcongmous  a  business  compact  in  the  ordinary,  incidental,  eyeTyd&T 
way  in  which  a  man  would  go  into  partnership  with  some  other  man  in  his  own  tbm, 
in  order  to  carry  on  a  business  in  the  usual  way,  and  with  free,  £air,  and  open  odid- 
petition  with  others  in  a  like  class  of  business. 

The  purpose  of  such  a  combination  is  to  fix  prices  and  limit  output.  These  arts 
have  been  declared  to  be  illegal  by  the  *' antitrust''  laws  in  the  several  StBte»i,ud 
are  in  contravention  of  the  common  law  against  *' monopolies''  as  interpreted  by  the 
courts. 

Q.  (By  Mr.  Jbnks.)  May  I  interrupt  you  again  for  a  moment?  You  wocid 
exclude,  then,  by  your  definition,  such  a  combination  as  the  Federal  8teel  OompaDj, 
which  is  made  up  of  a  union  of  different  corporations,  one  ensaged  in  mining,  ooe 
in  transporting  ore  from  the  mine  to  the  smelting  w^orks  and  tne  rolling  mills,  tkn 
the  rolling  mflls  themselves,  and  so  on.  The  Federal  Steel  is  made  up  of  corpon- 
tions  which  were  not  engaged  in  the  same  line  of  business,  but  were  in  mfCermt  lines 
of  business  dependent  one  upon  the  other.  But  of  course  it  is  an  immense  oorpon- 
tion — 100  millions  of  capital  stock  issued — and  \b  often  called  a  trust  Woold  yoor 
definition  exclude  that? — A.  It  would  not,  sir.  It  would  include  it^  and  if  1  were  to 
argue  along  the  line  suggested  by  the  question,  I  should  say  it  would  include  it  with 
much  more  force  than  combinations  of  persons  engaged  only  in  the  same  line  of  bad- 
ness. I  w411  endeavor  to  sav  a  few  things  later  on  in  the  paper  concerning  vhst 
Htvms  to  me  the  danger  of  tne  monopolization  of  different  kinds  of  business,  goiof 
from  the  source  of  supply  to  the  consumer. 

Mr.  Jexks.  Perhaps  I  had  better  postpone  the  questioning  on  that  line  until  v? 
come  to  it.^ 

The  Witness.  I  have  not  discussed  it  at  great  length,  but  I  have  made  suggepti'ios 
as  to  its  being  a  danger,  and  under  that  suggestion  I  would  consider  that  iVas  tniiK 
to  answer  your  last  qu^tion. 

Mr.  Jen  KB.  Yes. 

The  Witness  (continuing  reading.)  If  in  the  natural  and  ordinary  course  d 
events  a  jproup  of  individuals,  whether  in  corporate  form  or  not,  enter  into  bosines 
relations  in  such  a  way  as  merely  to  carry  forward  an  industrial  pursuit  in  the  open 
market,  it  would  not  come  withm  the  definition  above  given  of  a  trust  But  out  of 
the  myriad  groups  which  have  been  formed  into  combinations  to  control  all,  or 
nearly  all,  of  the  manufacturing  plants  or  other  industrial  properties,  under  such 
circumstances  as  naturally  and  necessarily  resulted  in  the  fixing  of  prices  and  tb« 
limitation  of  outputs,  there  are  few,  if  any,  which  would  not  come  within  the  defi- 
nition, which  is  now  repeated:  A  trust  is  a  combination  of  financial  interests,  fonned 
with  the  intention  of  creating  a  monopoly. 

DEFINITION  OF  MONOPOLY,  AND  SKETCH  OF  ANTIMONOPOLY    LAW. 

But  what  is  a  monopoly?  In  the  sugar  case  in  the  supreme  court  of  New  York, 
in  1889  (same  case  on  appeal,  121  N.  Y.,  5^2),  Judge  Barrett  described  a  monopoly 
as  "A  combination,  the  tendencv  of  which  is  to  prevent  competition  in  its  broad  ww 
general  sense,  and  to  control  and  thus  at  will  enhance  prices  to  the  detriment  of  the 
public.  *  *  *  Nor  need  it  be  permanent  or  complete.  It  is  enough  that  it  maT 
he  even  temporarily  and  partially  successful.  The  question  in  the  end  is,  Does  it 
inevitably  tend  to  public  injury." 

Antipathy  towaixi  monopoly  is  deeply  rooted  in  the  human  heart  It  is  a  natural 
expression  of  human  nature  tnat  man  should  resent  the  privileges  which  other  men 
obtain  of  alone  controlling  the  sources  of  supply.  And  so  far  as  this  human  impul^ 
18  concerned,  it  is  quite  immaterial  whether  tne  monopoly  exists  through  royal  grant 
or  arises  from  the  unlawful  control  of  a  few,  or  of  one,  over  that  in  which  the  vmh 
or  all,  have  an  interest.  In  the  consideration  of  subjects  of  this  kind  men  ar&lik^^ly 
to  be  more  or  less  limited  by  the  shortness  of  their  own  horizon  lines,  so  that  they 
judge  of  general  principles  from  the  limited  conditions  which  surround  them.  ^ 
legS  principles,  like  the  rules  of  ethics,  are  old,  and  the  conditions  which  eurrouwj 
men,  while  they  change  in  external  form,  are  wonderfully  similar  in  their  genew 
character.  To  solve  the  problems  of  tiie  present  it  is  of  great  importance  to  look  into 
the  history  of  the  past. 

Antimonopoly  laws  are  of  ancient  origin.  By  the  lex  julia  de  annonathe  B^'najs 
prohibited,  under  penalties,  any  interference  with  transportation,  or  pre\'entingtte 
free  carriage  of  grain.  B^  the  statute  of  Zeno,  the  man  who  ran  a  **comtf  ^° 
staples  was  subject  to  punishment  and  confiscation  of  goods.  (2  Wharton  ^'"• 
Law,  9th  ed.,  sec.  1849.)  Monopolies  were  prohibited  at  common  law,  and  combina- 
tions in  restraint  of  trade  are  held  to  be  conspiracies.    A  criminal  conspiracy  atw*^- 

See  p.  1197. 
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xnon  law  nas  been  defined  to  be  '^Anv  combination  between  two  or  more  persons  to 
accomplish  an  unlawful  purpose^  or  a  lawful  purpose  by  unlawful  means." 

The  books  from  the  earliest  days  are  full  of  reiterations  of  this  definition. 
Hawkins,  in  his  Pleas  of  the  Crown  (Book  1,  c.  27,  s.  2),  lays  it  down  that  **  there 
can  be  no  doubt  but  that  all  confederacies  whatsoever  wrongfully  to  prejudice  a 
third  person  are  highly  criminal  at  common  law,  as  where  divers  persons  confeder- 
ate  together  by  indirect  means  to  impoverish  a  third  pereon." 

In  an  anonymous  case  in  12  Modem  (248,  case  427,  1698)  leave  was  given  to  file 
an  information  against  several  plate-button  makers  for  combining  by  covenants  not 
to  sell  under  a  set  rate,  and  Chief  Justice  Holt  said,  '*It  is  fit  that  all  confederacies 
by  those  of  a  trade  to  raise  their  rates  should  be  suppressed."  In  Bolton's  Justice 
(vol.  2,  p.  16)  it  is  declared  that  any  such  conspiracy  is  an  offense  at  common  law. 
So  in  1  Keble  (650,  report  of  Rex  v.  Sterling)  Cnief  Justice  Hyde  says  that  the  very 
conspiracy,  without  an  overt  act,  to  raise  the  price  of  pepper  or  other  merchandise 
is  punishable. 

It  will  be  noticed  that  these  cases  relate  to  those  enga^  in  trade;  vet  they  are 
cited  as  leading  authorities  in  support  of  prosecutions  against  laborers  for  combina- 
tions lo  raise  wages,  as  our  own  *  Wtitrust"  law  was  first  invoked  asainst  strikers. 
But  the  most  notable  illustration  of  the  biblical  assertion  that  ''uiere  is  no  new 
tiling  under  the  sun,"  is  found  in  the  Liber  Assissarum,  27  Edw.  Ill  (pp.  138,  139), 
5  years  after  the  first  of  the  "statutes  of  labourers,"  where,  among  other  conspiracies 
directed  to  be  investigated  by  the  inquests  of  office,  is  that  ''of  merchants,  who  by 
covin  and  alliance  among  themselves,  in  any  year  put  a  certain  price  on  wools,  whicn 
are  to  be  sold  in  the  country,  so  that  none  of  them  will  buy,  or  otherwise  pass  in  the 
purchase  of  wools  beyond  the  certain  price  which  they  themselves  have  ordained,  to 
the  great  impoverishment  of  the  people." 

More  than  500  years  ago  our  English  ancestors  were  faced  with  the  problem 
of  ''trusts,"  and  legislated  a^inst  them.  Whether  the  inquest  of  office  was  more 
successful  m  1354  than  in  190O  history  is  silent. 

A  case  decided  in  1602  contains  a  statement  of  the  common  law  on  the  subject  of 
monopoly,  and  an  explanation  of  the  reasons  for  the  law  on  that  subject,  which  is  so 
clear  an  exposition  of  the  subject  that  it  misht  well  be  applied  to  any  of  the  many 
cases  of  well-defined  "trusts"  in  the  United  States  to-day.  Practically  the  only  dif- 
ference necessary  to  make  in  the  application  of  the  case  is  to  make  a  statement  of 
facts  of  the  modem  conditions  in  place  of  those  which  existed  at  the  time.  The  case 
was  entitled  D'Arcy  v,  Allein,  and  was  known  as  "The  Case  of  Monopolies."  (6 
Ck>ke's  Reports,  part  XI,  star  page  84.)    The  facts  were  these: 

Queen  Elizaoeth,  by  letters  patent,  granted  to  Edward  D'Arcy,  esqr.,  the  sole 
privilege  of  manufacturing  and  importing  playing  cards  for  a  period  of  years,  and 
imposed  a  penalty  upon  any  other  person  who  manufactured,  unported,  bought,  or 
sold  any  cards  within  the  rdum. 

Plaintiff,  D'Arcy,  sued  defendant,  Allein,  for  damages  for  having  manufactured 
and  sold  cards  contrary  to  the  form  of  the  letters  patent  and  in  contempt  of  the 
command  of  the  Queen. 

The  court,  speaking  through  Popham,  chief  justice,  rendered  the  following 
decision:  "That  the  said  grant  to  the  plaintiff  of  the  sole  making  of  cards  within 
the  realm  was  utterly  void,  and  for  two  reasons:  1.  That  it  is  a  monopoly,  and 
against  the  common  law.  2.  That  it  is  against  divers  acts  of  Parliament  Against 
the  common  law  for  four  reasons:  1.  All  trades,  as  well  mechanical  as  others, 
which  prevent  idleness  (the  bane  of  the  commonwealth)  and  exercise  men  and  youth 
in  labor  for  the  maintenance  of  themselves  and  their  families  and  for  the  increase 
of  their  substance,  to  serve  the  Queen  when  occasion  shall  require,  are  profitable 
for  the  commonwealth,  and  therefore  the  grant  to  the  plaintiff  to  have  the  sole 
making  of  them  is  against  the  common  law,  and  the  benent  and  liberty  of  the  sub- 
ject, and  therewith  agrees  Fortescue  in  Laudibus  legum  Anglise.  Cap.  26.  And  a 
case  was  adjudged  in  this  court  in  an  action  of  tr^ipass  inter  Davenant  and  Hurdis, 
Trin.  41  Eliz.  Rot.,  '2,  where  the  case  was,  that  the  company  of  Merchant 
Taylors  in  London,  having  power  by  charter  to  make  ordinances  for  the  better 
rule  and  government  of  the  company,  so  that  they  are  consonant  to  law  and  reason, 
made  an  ordinance,  that  every  brother  of  the  same  society,  who  should  put  any  cloth 
to  be  dressed  by  any  cloth  worker  not  beinff  a  brother  of  the  same  society  shall  put 
one*  half  of  his  cloaths  to  some  brother  of  the  same  society  who  exercised  the  art  of  a 
cloth  worker,  upon  pain  of  forfeiting  10  shillings,  etc.,  and  to  distrain  for  it,  etc.,  and 
it  was  adjudged  that  the  ordinance,  although  it  had  the  countenance  of  a  charter,  was 
agamet  the  common  Jaw,  because  it  was  against  the  liberty  of  the  subject;  for  every 
subject,  by  the  law,  has  freedom  and  liberty  to  put  his  cloth  to  be  dressed  by  what 
cloth  worker  he  pleases,  and  can  not  be  restrained  to  certain  persons,  for  that  in  effect 
would  be  a  monopoly;  and  therefore  such  ordinance,  by  color  of  a  charter,  or  any 
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grant  by  charter  to  such  effect,  would  be  void.  2.  The  sole  trade  of  any  mechaiKil 
artificer,  or  any  other  monopoly,  is  not  only  a  damage  and  prejudice  to  those  «bo 
exercise  the  same  trade,  but  also  to  all  other  subjects,  for  the  end  of  all  these monc^ 
olies  is  for  the  private  gain  of  the  patentees;  and  although  provisions  and  ctotioo? 
are  added  to  moderate  them,  yet,  res  profecto  stulta  est  nequitise  modus,  itismef 
folly  to  think  that  there  is  any  measure  in  mischief  or  wickedness;  and  therefore 
there  are  three  inseparable  incidents  to  every  monopoly  aeainst  the  commonwotiL 
sc.  1.  That  the  price  of  the  same  conmiodity  will  be  raised,  for  he  who  has  the  sk 
sellinff  of  any  commodity  may  and  will  make  the  price  as  he  pleases.  *  *  * 
And  the  poet  saith^  Omnia  Castor  emit,  sic  fit  ut  omnia  vendat    *    *    * 

*'The  second  incident  to  a  monopoly  is,  that  after  the  monopoly  granted  the  cm- 
modity  is  not  so  good  and  merchantable  as  it  was  before:  for  the  patentee  having  tk 
sole  trade  regards  only  his  private  benefit  and  not  the  commonwealth.  3.  It  temii 
to  the  impoverishment  of  divers  artificers  and  others,  who  before,  bv  the  labocr  d 
their  hands  in  their  art  or  trade,  had  maintained  themselves  and  thefr  families,  who 
now  of  necessity  will  be  constrained  to  live  in  idleness  and  beggary;  Vide  FortessK 
ubi  supra;  and  the  common  law  in  this  point  agrees  with  the  equity  of  the  law  oi 
God,  as  appears  in  Deut.,  cap.  xziv,  ver.  6,  Non  accipiea  loco  pignons  inferioremel 
superiorem  molam,  quia  animam  suam  apposuit  tibi — ^you  shall  not  take  in  piiedgt 
the  upper  and  the  nether  millstone,  for  that  is  his  lite ;  by  which  it  appears  tla: 
every  man's  trade  maintains  his  life,  and  therefore  he  ought  not  to  be  aepiived  or 
dispossessed  of  it  no  more  than  of  his  life;  and  it  agrees  also  with  the  dvil  bw- 

"  3.  The  Queen  was  deceived  in  her  grant;  for  the  Queen,  as  the  preamble  appm 
intended  it  to  be  for  the  weal  public,  and  it  will  be  employed  for  tne  private  g^o  d 
the  patentee,  and  for  the  prejudice  of  the  weal  public.    ♦    *    * 

''4.  This  grant  is  primae  impressionis,  for  no  such  was  ever  seen  to  pass  b^Iettos 
patent  under  the  great  seal  before  these  days,  and  therefore  it  is  a  dan^rous  innon- 
tion,  as  well  without  any  precedent  or  example  as  without  authority  of  la«^  or 


reason." 
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But,  Mr.  Dos  Fassos  says,  and  a  great  many  people  honestly  and  earnestly  conteni 
that  there  are  no  monopolies  in  the  United  States.  To  the  extent  that  there  are  no 
royal  grants  of  special  privil^es  to  manufacture  or  sell  goods,  this  is  conceded;  bot 
it  18  difiScult  to  understand  wherein  a  royal  grant  differs  in  fact,  or  in  legal  effect,  from 
the  more  than  royal  grants  which  have  been  in  times  past  bestowed  by  the  United 
States  Government,  and  by  the  States,  and  by  municipal  corporations,  in  the  form  « 
franchises  for  street  railroads,  conduit  companies,  and  companies  using  or  vendiiiff 
electricity  for  what  is  called  a  public  use.  if  illustrations  are  needed,  bear  in  mUH 
the  subsidies  granted  by  Congress  to  railroads;  or  turn  to  the  laws  of  Missoaii  d 
1899,  and  see  the  statute  in  direct  contravention  of  the  general  policy  of  the  State, « 
otherwise  expret^ed  in  its  laws,  whereby  all  except  one  of  the  street  raUroads  of  St 
Louis,  whoHe  estimated  value  at  their  highest  basis  of  estimate  prior  to  consolidatii^ 
was  $30,000,000.  were  consolidated  under  such  a  scheme  that  bonds  were  iasaed  for 
$45,000,000,  and  stock  for  $45,000,000,  makmg  a  total  capitalization  of  $9O,OOO,00a 
And  this  was  in  a  State  which  bears  the  reputation,  outside  its  borders,  of  having  Uie 
most  pronounced  antitrust  legislation.  Or,  for  illustration  of  municipal  franchse 
monopolies,  note  the  case  of  the  National  Subway  Company  of  St  Louis,  which  wtf 
granted  the  privilege  of  using  the  streets  of  the  city  for  its  conduits,  and  pven  the 
privilege  of  renting  those  conduits  to  others,  with  nothing  reserved  to  the  city  except 
a  petty  franchise  payment,  and  without  power  in  the  city  to  r^:ulate  or  control  ifi 
exercise  of  its  public  franchises.  And  tnis  was  approved  by  the  supreme  coart  or 
Missouri  as  a  contract  with  the  city  which  could  not  be  violated,  although  the  la** 
of  the  State,  as  interpreted  in  other  cases,  prohibited  the  use  of  public  hirfiway?  » 
the  city,  or  private  ownership  in  what  was  m  the  streets,  except  subject  to  tnemani^ 
ipal  regulations. 

OTHER  MONOPOLIES  RECOGNIZED  BY  THE  COURTS  AS  BXISHNO. 

But  while  these  monopolies,  derived  from  public  franchises,  abound  in  all  ijarts* 
the  country,  it  is  unnecessary  to  refer  to  them  in  order  to  show  that  the  existence 
of  monopolies  in  this  country  has  been  repeatedl^r  reco^ized  by  the  courts,  bow 
State  ana  national.  Fortunately  for  this  country,  its  jurisprudence  is  founded  npoo 
the  common  law,  whose  elasticity  and  whose  strength  have  always  proved  equal  to 
reaching  and  holding  new  conditions  within  the  fundamental  pnndples  of  la* 
embodied  within  its  system.    So,  when  it  was  shown  to  the  United  States  Sapt&^ 
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Ck>nrt,  in  Mann  v.  Illinois  (94  IT.  8.,  113),  that  14  warehouses  in  Chicago,  controlled 
by  about  9  business  firms,  charged  prices  which  were  agreed  upon  between  the  differ- 
ent elevators,  the  Supreme  Court  held  that  this  was  a  '*  virtual  monopoly,"  and  Mr. 
Chief  Justice  Waite,  speaking  for  the  court^  in  its  opinion  said:  '*  Looking,  then,  to 
the  common  law,  from  whence  comes  the  right  which  the  Constitution  protects,  we 
find  that  when  private  property  is  'affected  with  a  public  interest,  it  ceases  to  be 
juris  privati  only.'  This  was  said  by  Lord  Chief  Justice  Hale  more  than  200  years 
ago  in  his  treatise  De  Portibus  Maris,  1  Horg.  L.  Tr.,  78,  and  has  been  accepted  with- 
out objection  as  an  essential  element  in  the  law  ever  since.  Property  does  become 
clothed  with  a  public  interest  when  used  in  a  manner  to  make  it  of  public  conse- 
quence, and  affect  the  community  at  large.  When,  therefore,  one  devotes  his  prop- 
erty to  a  use  in  which  the  public  has  an  interest,  he,  in  effect,  grants  to  the  pubnc 
an  interest  in  that  use,  and  must  submit  to  be  controlled  by  the  public  for  the 
common  eood,  to  the  extent  of  the  interest  he  has  thus  created.'' 

Efforts  have  been  made  to  minimize  the  influence  and  effect  of  Munn  v.  Illinois, 
and  it  has  been  criticised  in  some  respects,  but  in  spite  of  slight  and  criticism  it  is 
the  law  of  the  land  to-day.  It  has  been  approved  in  two  cases  (Budd  v.  New  York, 
143  U.  S.,  517,  involving  tne  New  York  gram  elevator  law,  and  Brass  v.  North  Dakota, 
153  U.  8.,  391,  involving  the  Dakota  warehouse  law) .  In  spite  of  the  storm  and  the 
stress  which  has  been  raised  in  the  efforts  to  reduce  its  effect,  for  the  benefit  of  pri- 
vate interests,  it  still  stands  like  a  light-house  on  a  rocky  shore.  It  illustrates  more 
clearly,  perhaps,  than  any  other  case  in  this  country,  the  perpetuity  of  the  common 
law. 

Mr.  Spelling,  in  his  work  on  Trusts  and  Monopolies,  section  130,  says:  ''In  the 
case  of  State  v.  Standard  Oil  Trust  (Ohio,  30  N.  E. ,  279) ,  much  was  said  in  favor  of 
the  objects  of  the  Standard  Oil  Trust  and  what  it  had  accomplished.  But  the  court 
remarked  that  it  might  be  true  that  it  had  improved  the  quality  and  cheapened  the 
cost  of  petroleum  and  its  products  to  the  consumer;  but  such  was  not  one  of  the 
usual  or  general  results  of  a  monopoly;  and  it  was  the  policy  of  the  law  to  r^ard 
not  what  might  but  what  usually  does  happen.  Experience  shows  that  it  is  not  wise 
to  trust  human  cupidity  where  it  has  tne  opportunity  to  aggrandize  itself  at  the 
expense  of  others. 

"The  claim  of  having  cheapened  the  price  to  the  consumer  is  the  usual  pretext  on 
which  monopolies  of  this  kind  are  defended,  and  it  is  well  answered  in  Ricnardson  v. 
Buhl,  77  Mich. ,  632  (43  N.  W. ,  1102) .  After  commenting  on  the  tendency  of  the  com- 
bination known  as  the  '  Diamond  Match  Company,'  to  prevent  tsAr  competition  and  to 
control  prices,  Cham  plain,  J.,  said:  'It  is  no  answer  to  say  that  this  monopoly  has, 
in  fact,  reduced  the  price  of  friction  matches.  That  ijolicy  may  have  been  necessary 
to  crush  competition.  The  fact  exists  that  it  rests  in 'the  discretion  of  this  company 
at  any  time  to  raise  the  price  to  an  exorbitant  d^ree.*  Monopolies  have  always  oeen 
regaraed  as  contrary  to  the  spirit  and  policy  of  the  common  law." 

Some  of  the  clearest  and  at  the  same  time  strongest  utterances  concerning  the  exist- 
ence and  character  of  monopolies  in  this  country  are  to  be  found  in  the  decisions  of 
the  Supreme  Court  of  the  United  States. 

In  United  States  v.  E.  C.  Knight  Co.,  156  U.  S.,  1  (1894) ,  Mr.  Justice  Fuller,  writing 
the  majority  opinion,  though  holding  that  the  American  Sugar  Refining  Company 
did  not  violate  the  antitrust  law  of  1890,  because  the  monopoly  was  a  monopoly  in 
manufacture  and  not  in  interstate  commerce,  nevertheless  concedes  the  existence  of 
a  monopoly  (p.  11),  and  says  (p.  16).:  **A11  the  authorities  agree  that  in  order  to 
vitiate-a  contract  or  combination  it  is  not  essential  that  its  result  should  be  a  complete 
monopoly;  it  is  sufficient  if  it  really  tends  to  that  end  and  to  deprive  the  public  of 
the  advantage  which  flows  from  free  competition." 

In  the  same  case,  Mr.  Justice  Harlan,  in  a  very  exhaustive  and  learned  dissenting 
opinion,  says  (p.  25) :  '*  But  a  general  restraint  oi  trade  has  often  resulted  from  com- 
binations formed  for  the  purpose  of  controlling  prices  by  destroying  the  opportunities 
of  buyers  and  sellers  to  deal  with  each  other  upon  the  basis  of  fair,  open,  free  com- 
petition. Combinations  of  this  character  have  frequently  been  the  subject  of  judicial 
scrutiny,  and  have  always  been  condemned  as  illegal  because  of  their  necessary  ten- 
dency to  restrain  trade.  Such  combinations  are  against  common  right  and  are  crimes 
against  the  public." 

Mr.  Justice  Harlan  cites  and  analyzes  a  number  of  cases  from  other  States,  which 
sofitain  the  proposition  above  quoted.  Among  them  are:  Morris  Run  Coal  Co.  v, 
Barclay  Coal  Co.,  68  Pa.,  173,  8  Am.  Rep.,  159;  Amot  v.  Pittston  &  E.  Coal  Co., 
68  N.  Y.,  568,  23  Am.  Rep.,  190;  Hooker  v,  Vandewater,  4  Denio.,  352,  47  Am.  Dec, 
258;  Stanton  v,  Allen,  5  Denio.,  434,  49  Am.  Dec.,  282;  Saratoga  Bank  v.  Kinff,  44 
N.  Y.,  87;  Central  Ohio  Salt  Company  r.  Guthrie,  35  Ohio  St.,  666;  Craft  v.  McCon- 
oughy,  79  111.,  346;  People  v.  Chicago  Gas  Trust  Co.,  8  L.  R.  A.,  497,  130  111.,  269^ 
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India  Baioring  Asm.  r.  Kock,  14  La.  Ann.,  168;  Santa  Clara  Mill  and  L.  Go.  r.  Hm, 
76  Cal.,  :«7;  RirhaniwMi  r.  Buhl,  6  L.  R.  A.,  467,  77  Mich.,  632. 

Indeed,  wherever  the  iflsiie  has  been  squarely  presented,  whether  in  the  Fedenl 
courts  or  in  the  State  courts,  and  where  the  purpose  and  tendency  of  the  coiMlitioGg 
found  to  exist  in  the  case  were  toward  a  "virtual  monopoly,"  the'same  prindfrfeed 
the  common  law  have  been  applied,  and  the  combinations  found  to  be  in  restniotof 
trade  have  Innm  declared  to  be  illegal  and  void. 

These  dwisions  have  Hometimes  been  rendered  on  common-law  principles  alone, 
and  sometimes  in  cases  arising  under  special  antitrust  statutes.  Bnt  it  is  bdie^ 
that  it  is  not  too  broad  a  statement  to  make  to  say  this:  Wherever  tbecoartbid 
jurisdiction  of  the  subject-matter,  and  the  facts  presented  showed  a  combination  o( 
financial  interests,  forine<l  with  the  intention  of  creating  a  monopoly,  the  conrt,&iie 
or  national,  whether  acting  under  a  statute  or  upon  common  lawpnndplesakmejhtf 
always  declared  such  a  combination  to  be  illegal  and  void. 

TIIR   NATIONAL   LEAD  COMPANY  CASE. 

One  of  the  most  recent  and  important  decisions  out  of  the  courts,  bearing  oo  this 
topic,  was  rendered  by  the  St.  I>ouis  court  of  appeals,  in  the  case  of  the  NatJonal  Lad 
Company  v.  S.  K.  Grote  Paint  Store  Company,  on  May  2,  1899.  It  appeared  in  that 
case  that  the  National  Lead  Company  was  incorporated  under  the  laws  of  the  &tk 
of  New  Jersey,  as  the  successor  of  the  National  Lead  Trust,  and  pursuant  to  articles 
of  agreement  among  those  interested,  authorizing  the  trustees  to  naye  such  incorpo- 
ration perfected. 

Q.  (Bv  Mr.  Jenks.)  May  I  interrupt  you  a  moment?  Can  you  tell  us  where ^ 
text  of  tfiat  decision  can  be  secured? — A.  I  will  furnish  it  to  you.  I  have  a  copy  with 
me.     It  is  not  in  this  room  now. 

Mr.  Jenka.  Afterwanls  will  do;  just  so  that  we  can  have  it  on  file. 

The  Witness.  Those  who  undertake  to  say  that  the  decisions  of  the  courts  ha^e 
no  effect  upon  the  operation  of  trusts  are  referred  to  the  testimony  of  Preadeii 
Thompson,  in  that  case,  in  giving  his  reasons  for  the  dissolution  of  the  old  tnsst. 
He  says:  ** Mainly  l)ecause  there  have  been  laws  pass^  by  the  United  States,  and* 
number  of  States,  that  were  inimical  to  that  form  of  organization,  and  the  p^ 
public  prejudice  had  been  aroused,  which  seriously  affected  the  values  of  thesw^ 
of  the  trust,  and  we  had  a  great  desire  to  conform  to  all  of  the  laws  of  the  coontry, 
and  to  the  views  which  were  taken  by  the  public  of  that  form  of  oiiganization." 

The  National  Lead  Company  is  a  tremendous  concern.  It  is  made  up  of  more  than 
30  corporations  and  business  concerns,  any  one  of  which  would  formerly  have  been 
considered  large.  The  case  decided  by  the  St.  Louis  court  of  appeals  was  a  sait  by 
the  Lead  Company  against  a  customer  for  a  bill  of  goods  sold  to  tne  customer  The 
defendant  set  up,  as  a  special  defense,  a  statutory  provision  entitling  the  defendant  to 
plead  in  defense  to  the  suit  the  special  antftrust  act,  which  provided  that  any 
purchaser  from  a  trust  within  the  meaning  of  the  act  should  not  be  liable  for  tk 

Srice  of  the  goods  purchased  from  the  trust.  The  court  of  appeals  held,  Jud^  Bww 
elivering  the  opinion,  that  the  corporation  as  formed  was  an  illegal  combinatiooi 
and  violative  of  the  antitrust  law  of  Missouri;  that  the  foreign  corporation  was  not 
entitled  to  engage  in  business  in  Missouri,  contrary  to  the  laws  of  ^lis8oari,  and  th*t 
to  obtain  a  charter  for  the  purpose  of  evading  the  laws  of  a  foreign  State,  under  cov€J 
of  the  rule  of  comity,  would  l)e  a  fraud  upon  the  State  granting  the  charter;  and  to 
attempt  to  act  under  such  a  charter  in  a  foreign  State  would  be  a  fraud  upon  the  Jatter. 
And  it  was  also  held  that  the  defense  set  up  was  a  valid  defense. 

The  attorneys  for  the  defendant  in  the  National  Lead  Company  case,  Mess«. 
S.  T.  G.  Smith  and  Thomas  S.  Meng,  have  so  admirably  stated  in  their  brief  the 
points  involved,  and  have  supported  them  with  such  a  multitude  of  authorities,  thii 
the  principal  points  are  here  appropriated  as  applicable  to  all  cases  of  that  class. 

1.  The  agreement  known  as  the  National  L^d  Trust  agreement  was  ill«al  and 
against  public  policy,  at  common  law,  because  its  tendency,  purpose,  and  effect  «« 
to  create  a  monopoly  and  suppress  competition,  and  thus  to  fix  prices  and  regnlaij 
pnxluction.  Therefore  the  combination  of  corporations  and  stockholders  under  said 
trust  agreement  was  illegal. 

2.  But  it  is  not  the  particular  form  which  the  omnization  or  combination  rosy 
assume,  but  the  fact  that  the  purpose,  tendency,  and  effect  of  such  oiganiation  or 
combination  is  to  create  a  monopoly;  and  suppress  competition,  which  is  against  pih- 
lie  policy  and  illegal.  The  Missouri  statute  is  broad  enough  to  cover  all  combina- 
tions of  whatever  kind  or  nature  which  have  this  purpose,  tendency,  or  effect,  and 
to  this  extent  it  is  declaratory  of  the  common  law.  Tnerefore,  notwithstanding  v^ 
change  of  the  form  of  plaintin  combination  from  that  of  a  self-etyled  '* trust"  to  that 
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of  a  8elf-«tyled  ''corporation/'  it  is  still  illegal,  the  purpose,  tendency,  and  effect  of 
the  combination  being  still  the  same. 

3.  All  combinations,  associations,  contracts,  or  agreements  in  restraint  of  trade,  or 
which  tend  to  create  monopoly,  or  to  suppress  competition,  are  against  public  policy 
and  void. 

4.  The  National  Lead  Company  is  itself  such  a  trust  or  combination  as  is  prohibited 
by  the  Missouri  statute. 

5.  A  coiporation  has  no  right  to  enter  into  a  partnership  or  other  combination 
whereby  the  control  of  the  corporation  is  placed  in  the  hands  of  some  other  corpora- 
tion or  unincorporated  body. 

6.  A  corporation  is  merely  an  association  of  the  individuals  who  are  its  stock- 
holders, united  together  for  a  common  purpose,  and  having  as  such  association  certain 
privileges,  powers,  and  liabilities. 

7.  A  corporation  has  no  standing  as  such  outside  of  the  State  in  which  it  is  incor- 
porated. The  laws  of  a  State  can  have  no  extraterritorial  effect.  Therefore  one 
State  can  not  confer  upon  an  association  of  individuals,  when  doing  business  in 
another  State,  certain  franchises,  privileges,  and  powers  and  limitation  of  liability  in 
their  associated  capacity.  By  the  rule  oi  comity  foreign  corporations  are  recognized 
and  their  rights  enforced.  But  a  corporation  organi^d  in  one  State  for  a  purpose 
which  is  agamst  the  public  policy  of  another  State  will  not  be  recognized  as  a  corpo- 
ration "in  such  other  State. 

Q.  (By  Mr.  Jbnks.)  Is  that  decision  a  final  decision,  or  is  the  case  still  pending^ — 
A.  The  case  is  still  pending  in  this  wa^:  It  was  reversed  and  remanded  in  order  thai 
certain  errors  in  the  course  of  the  trial  might  be  corrected  in  a  new  trial;  but  the 
principle  of  law  was  laid  down,  and  was,  so  far  as  the  courts  of  Missouri  are  con- 
oemea,  final,  imless  it  is  subsequently  reversed  by  some  court  or  goes  into  the  supreme 
court  on  a  constitutional  question. 

Q.  (By  Mr.  Stimson.)  There  is  no  higher  court  in  Missouri  than  the  court  of 
appeals? — A.  Not  unless  there  is  a  larger  amount  involved,  or  unless,  as  said,  a 
constitutional  question  was  involved,  or  unless  upon  division  of  opinion  there  is  a 
certification  of  the  case  to  the  supreme  court. 

Q.  Supreme  court  of  Miasouri? — ^A.  Yes;  supreme  court  of  Missouri. 

POWERS  OF  FOREIGN  CORPORATIONS. 

Q.  Since  you  are  on  that  last  proposition,  may  I  ask — there  are  decisions  in  the 
Federal  courts,  are  there  not,  that  take  the  other  side  entirely  on  that  last  proposi- 
tion? Are  there  not  decisions  which  state  that  unless  a  State  has  afiSrmatively 
excluded  a  corporation  of  any  State  from  doing  business  in  it  by  some  statute,  the 
corporation  of  such  other  State  coming  into  it,  though  clothed  with  powers  by  the 
State  creating  it  which  are  t^ainst  the  policy  of  the  S&te  where  it  wishes  to  do  busi- 
ness, may,  nevertheless,  under  the  doctrine  of  comity,  act  as  a  corporation? — A.  I 
think  there  are.  I  do  not  think  the  decisions  of  the  several  States  can  be  in  all  respects 
harmonized  with  some  of  the  Federal  decisions.  I  understand  the  Federal  decisions 
to  have  originated  primarily  in  the  natural  tendency  of  those  courts,  perhaps,  to  take 
jurisdiction  of  these  questions,  in  cases  which  determine  that  a  corporation  of  anoUier 
State  was  entitled  to  go  into  the  State  wnere  a  suit  was  brought,  as  a  foreign  corpora- 
tion. Then  there  are  other  decisions  which  tend  to  hold  that  tne  corporation  of  one 
State  is  for  some  purposes  a  citizen  of  that  State  and  entitled  to  the  same  rights  in 
another  State;  but  I  contend,  and  I  have  not  had  time  to  make  a  brief  upon  that 
subject,  that  the  cases  are  not  fundamentally  inharmonious,  because  I  do  not  think 
that  the  Federal  courts  have  ever  attempted  to  give  to  the  corporation  all  the  rights, 
privil^es,  and  immunities  of  the  individual. 

Q.  Tnat  is  one  of  the  most  important  points,  and  I  do  not  think  it  is  a  waste  of 
time  to  have  a  word  upon  that,  in  order  to  make  that  part  of  your  ai^ument  a  little 
bit  clearer.  A  very  clear  example  of  what  I  mean,  pernaps,  is  best  taken  from  what 
occurred  in  my  own  practice.  The  State  of  Massachusetts  forbids  corporations  for 
distilling  or  brewing  purposes.  They  are  absolutely  forbidden.  The  general  law 
does  not  permit  them,  and  conse(|uently  it  is  against  the  policy  of  the  State  of  Mas- 
sachusetts to  have  such  corporations  do  business  in  it  at  all.  A  foreign — that  is,  an 
English — brewing  company  in  this  case  wished  to  come  in  and  do  business  as  a  brew- 
ing company  in  Massachusetts.  They  had  a  charter  from  Parliament,  which,  of 
course,  gave  them  full  powers  to  carry  on  the  brewing  business,  and  they  had  in  fact 
bought  19,000,000  wortn  of  property  of  brewers  in  Beaton — a  trust,  in  other  words — 
and  they  came  to  me  to  ask  whether  they  were  safe  in  taking  title.  I  took  the 
ffround  mat  it  was  doubtful.  I  was  not  willing  to  advise  that  they  could  take  title  to 
ULnd  without  question,  lor  the  reason  that  you  have  expressed,  that  they  were  a  cor- 
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poration  which  was  against  Uie  policy  of  the  State  of  Maasachosetts,  and  that  oobk- 
Quently.  although  the  State  of  MaaBachuBetts  had  not  by  exi>reeB  statute  excltMkd 
foreign  brewing  companies  from  doing  business,  yet  I  was  afraid  of  the  implioiiGB. 
and  that  the  courts  might  hold,  as  your  St  Louis  court  has  held,  that  being  counter 
to  the  spirit  of  the  Massachusetts  law  the  doctrine  of  comity  might  not  be  allovei 
But  I  am  bound  to  say  that  I  could  find  very  few  authorities  on  that  noatioo;  onlv, 
in  faict,  two  cases.    It  was  before  the  St  Louis  case  had  been  decided .    I  had  odIt 
one  or  two  cases;  one  in  the  circuit  court  of  the  United  States  from  Colorado^  tisA 
seemed  to  me  rather  on  the  other  side,  which  says,  for  instance,  that  this  breiio; 
company  having  come  into  the  State  to  do  business  under  the  docdine  of  oomitj, 
with  its  foreign  powers,  at  a  time  when  it  was  not  yet  ezpreasl v  prohibited,  it  im 
too  late  for  the  court  to  say  that  they  oould  not  act  with  all  the  powers  that  tbe 
charter  gave  them. — A.  May  I  say,  in  answer  to  the  question  and  the  statemest 
which  has  been  so  clearly  put  by  Mr.  Stimson,  that  from  my  point  of  view  it  is  not 
of  so  great  consequence  to  determine  the  precise  status  of  a  decision  on  that  gabject, 
because  it  is  P&rtly*  ftt  least,  in  the  power  of  the  State  to  determine  the  question  br 
expresB  prohibitive  legislation;  and  if  there  be  any  defect  in  that  direction  the  pover 
is  supplemented  in  Congress,  at  least  to  the  extent  that  so  far  as  interstate  oommoee 
is  concerned  it  has  clearly  the  power  of  determining  what  regulations  shall  be 
included  under  the  interstate-commerce  clause  of  the  Constitution. 

Q.  (By  Mr.  Clabkb.)  Has  any  Federal  question  been  raised  in  the  Mlasoari  case 
which  is  now  pending? — A.  No;  not  that  I  am  aware  of. 

ANTrSRUST  LAW  OF  1890 — ADDTSTON  PIPB  CASE. 

The  most  interesting  evolution  of  the  law  concerning  ''trusts"  is  found  in  tbe 
history  of  the  antitrust  law  of  the  United  States  passed  in  1890,  sometimes  called 
the  '* Sherman  Act.*'  Though  clearly  desired  to  prevent  dangerous  combiDatiGH 
of  capital  engaged  in  interstate  commerce,  it  was  allowed  to  slumber  as  an  inefi£^ 
lltual  piece  of  legislative  machinery  until  the  great  Chicago  strike  of  1894,  vfa€fl 
'it  was  successfully  invoked  against  combinations  of  laborers,  and  was  interpreted 
'  by  the  Supreme  Court  of  the  United  States  in  re  Debs  as  prohibiting  such  com- 
Ibination.  The  Trans-Missouri  case  followed,  in  which  the  great  western  railroal 
combination  was  held  to  be  unlawful.  And  only  a  month  ago,  on  December  4, 
1899,  the  Supreme  Court  held  the  statute  effective  in  the  case  of  United  States  r. 
Addyston  Pipe  and  Steel  Company  and  others.  In  that  case  Mr.  Justice  Peckham 
said:  *' We  have  no  doubt  that  where  the  direct  and  immediate  effect  of  aoontn^i 
or  a  combination  among  particular  dealers  in  a  commodity  is  to  destrov  competition 
between  them  and  others,  so  that  the  parties  to  the  contract  or  combination  may 
obtain  increased  prices  for  themselves,  such  contract  or  combinations  amoont  to  i 
restraint  of  trade  in  the  commodity,  even  though  contracts  to  bujr  such  commodity 
at  the  enhanced  price  are  continually  being  made.  Total  suppreasion  of  the  trade  in 
the  commodity  is  not  necessary  in  order  to  render  the  combination  one  in  restraint 
of  trade.  It  is  the  effect  of  the  combination  in  limiting  and  restricting  the  right  of 
each  of  the  members  to  transact  business  in  the  ordinary  way,  as  w^eli  as  its  effect 
upon  the  volume  or  extent  of  the  deaUng  in  the  commodity,  that  is  regarded.*' 

voN  hallb's  classification  of  monopolies. 

Ernst  von  Halle,  in  his  work  on  trusts  in  the  United  States,  has  classified  the  various 
kinds  of  combinations  existing  in  this  country  into  four  classes:  1.  Natural  monopolies. 
In  this  class  he  includes  commodities  which  only  exist  in  quantities  locally  limited 
or  are  manufactured  from  materials  so  limited.  2.  Quasi-natural  monopohes.  In 
this  class  he  includes  certain  plants  which  everybody  can  establish,  but  which  one* 
introduced  are  practically  beyond  competition  because  they  require  an  enonnoiis 
amount  of  capital;  and  he  adds,  **By  tne  mere  fact  of  their  existence  they  become 
nearly  as  powerful  as  natural  monopolies.'*  He  instances  railroads,  telegraph  com- 
panies, waterworks^  gas  works,  and  other  quasi-public  enterprises.  3.  Legal  monopo- 
lies, which  definition  includes  patents  and  copyrights.  4.  An  undefined  groop, 
including  a  vast  number  of  combinations,  the  cause  for  which  can  only  be  found  tx> 
a  limited  extent  in  the  conditions  described,  and  which  spasmodically  appear  ami 
often  as  quickly  disappear. 

EXTENT  OF  COMBINATIONS  AND  INCORPORATIONS. 

In  an  appendix  to  his  work  Mr.  Von  Halle  gives  a  list  covering  10  pages  of  fiw 
print,  alphabetically  arranged,  of  trade  combinations  in  commodities  in  the  United 

'  Con  well  r.  Colorado  Springs  Co    lUO  U.  8.,  55     See  also,  as  perhaps  more  directly  In  polnl.  Chris- 
tian Union  r.  Yount,  101  U.  S.,  352. 
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States  at  the  time  of  the  pahlication  of  his  book  in  1895.  Since  that  book  was  pub- 
lished the  progress  in  the  formation  of  trusts  has  been  so  rapid  that  it  is  practioEdly 
impossible  to  keep  track  of  them  at  all. 

Dr.  Hadley,  president  of  Yale  University,  in  an  article  in  Scribner's  Magazine  for 
November,  1899,  stated  that  in  1898  the  new  companies  formed  in  the  United  States 
for  the  purposes  of  industrial  consolidation  had  a  capital  of  over  $900,000,000.  It  is 
further  stated  that  in  the  earlier  half  of  1899,  according  to  the  careful  estimate 
of  the  Financial  Chronicle,  the  capital  of  the  new  compcoiies  of  this  character  was 
$3,100,000,000,  or  more  than  three  times  that  of  the  whole  year  preceding. 

''rights"  of  corpobations  and  public  danobbs  from  thbir  poweb. 

This  is  stupendous.  Doubtless  in  this  lai^  number  of  consolidations  there  are 
many  which  have  only  followed  a  natural  normal  tendency  under  economic  laws. 
GofsLToa  this  is  so  they  are  of  course  unobjectionable.  It  is  a  favorite  argument  at 
the  present  day  of  those  who,  like  Mr.  Dos  Paasos,  beUeve  that  no  limitations  should 
be  put  upon  aggregated  capital,-  that  it  is  useless  to  attempt  by  legislation  or  by  law, 
in  any  form,  to  check  the  tendency  of  the  times  toward  tnese  tri^endous  consolida- 
tions. They  say  that  it  all  represents  an  economic  development.  Having  grown  up 
in  an  age  ot  corporations  they  blandly  talk  about  the  rights  of  consolidation  and  the 
rights  of  corporations,  as  if  corporations  were  entitled  to  the  presumptions  concern- 
ing liberty  of  action  and  liberty  of  contract  which  are  guaranteed  by  our  constitu- 
tions, State  and  Federal,  to  the  natural  person.^  They  seem  to  forget  altogether  that 
the  corporation  is  the  creature  of  the  State;  that  is,  in  a  republic,  of  all  the  people  of 
a  State.  They  foi^t  that  every  so-called  right  of  a  corporation  is  merely  a  privilege, 
a  license,  granted  by  the  public,  and  within  the  control  of  the  public  in  that  respect. 
The  State,  i.  e.,  the  public,  may  give  its  franchise  to  the  corporation  to  such  extent 
as  the  State  thinks  b^t.  It  may  limit  it  as  much  as  it  pleases.  It  may  impose  upon 
it  such  conditions  concerning  its  exercise  as  it  sees  fit. 

If  present  conditions  were  dependent  upon  combinations  of  natural  persons  onl^, 
the  danger  would  be  reduced  to  a  minimum.  A  few  men  might,  under  peculiar  cir- 
cumstances, acquire  lai^  fortunes;  thougjh  it  is  doubtful  if  anv  man,  without  the 
aid  of  corporate  franchise,  could  acquire  in  so  short  a  time,  in  this  country,  any  one 
of  the  vast  fortunes  of  the  day.  But  a  combination  between  such  men  could  prob- 
ably be  easily  broken  up.  Each  man  would  also  be  financially,  as  well  as  morally, 
responsible  for  what  he  did.  And  at  the  worst  each  of  those  in  the  combination 
would  die  within  a  short  time,  and  their  fortunes  would  go  to  others,  who  might  not 
possess  their  skill.  It  is  the  corporate  form  that  cloaks  the  danger.  The  laws  upon 
this  subject,  relaxed  for  the  purpose  of  encouraging  commercial  enterprise,  have,  by 
looseness  of  statutory  provisions  and  the  impli^  powers  conferred  bv  judicial  assist- 
ance, acquired  a  power  to  get  what  they  want  and  a  skillfulness  in  eluding  responsi- 
bility for  their  misconduct,  which  is  in  itself  a  factor  in  the  present  dangerous 
tendencies  toward  unlawful  combinations  and  monopoly.  Do  not  understand  that 
in  saying  this  it  is  intended  to  make  an^  general  attack  upon  corporations  as  such. 
Quite  the  contrary.  It  must  be  recognizS  that  they  have  in  the  past  been  potent 
factors  in  the  development  of  the  wonderful  commercial  progress  which  has  been 
made  by  this  country;  a  progress  which  has  brought  the  United  States  to  a  position 
where  it  is  threatening  the  manufacturing  industries  of  nearly  every  European 
nation,  and  where  it  may  claim,  in  many  respects,  if  not  in  most,  to  be  the  leading 
nation  of  the  world.  One  of  the  difficulties  in  taking  a  position  aeainst  unlawful 
combinations  is  the  possible  danger  of  an  assumption  concerning  the  basis  of  the 
existing  evil,  which,  if  acted  upon,  might  tend  to  interfere  with  legitimate  develop- 
ment. Nevertheless,  the  fact  remains  that  as  the  statutes  stand  to^y,  and  as  they 
are  interpreted  by  the  courts,  the  corporations,  even  the  private  corporations,  thou(;[n 
the  creatpres  of  the  State,  are  too  far  independent  of  the  State  and  too  little  withm 
the  regulation  and  inspection  of  the  State.  If  this  be  true  of  private  corporations, 
how  much  more  forcibly  does  the  criticism  apply  to  quasi-public  corporations,  such 
as  railroads,  telegraph  and  electric  companies,  street  railrcwi  companies,  and  others 
whose  basis  of  success  rests  upon  a  public  franchise.  Here  will  be  found  a  most 
potent  factor  in  the  dangerous  conditions  which  face  us.  Quasi-public  corporations, 
operating  under  municipal  franchises,  which  they  obtain  for  notning — ^so  mr  as  the 
public  treasury  discloses — ^have  the  right  to  occupy  public  highways.  They  are 
asually  incorporated  under  general  statutes  very  indifferent  in  Uieir  description  of 
the  powers  to  be  conferred;  they  get  from  the  public  their  privilege,  and  yet  are 
usually  greater  than  the  public  m  any  contest  which  arises. 

1  See  Mr.  Dos  Panos,  p.  1162. 
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THK  POWKR  OF  TBUBTO  BBflB  ON  THE  POWKR  OF  RAIUtOADS. 

It  is  in  the  railroad  companies  that  the  greatest  danger  hes.  Having  obtained  from 
the  respective  States  the  power  of  eminent  domain,  and  having  established  under 
Uieir  public  fruichises  what  the  courts  have  denominated  public  highways,  and  all 
this  because  they  are  run  theoreticall  v  in  the  interests  of  the  public,  they  have  become 
a  principal  medium  of  establishing  the  (greatest  trusts  in  the  United  States. 

JLook  at  the  history  of  the  Stancmrd  Oil  Company  in  connection  with  the  railroad^ 
as  it  is  disclof^  in  public  proceedings  of  various  sorts — ^the  courts  of  Ohio,  invcetiga- 
tions  of  legislative  bodies,  and  of  Congress.  Who  could  not  acquire  a  lai^  aggreot- 
tion  of  capital  if  his  only  competitor  were  reouired  to  pay  35  cents  a  barrel  ^r  Sie 
transportation  of  oil,  of  which  25  cents  a  barrel  was  to  be  turned  over  to  him?'  It  is 
impossible  to  go  into  a  consideration  in  detail  of  the  acts,  even  of  the  Standard  Oil 
Company,  in  connection  with  railroad  rates,  to  say  nothing  of  the  action  of  number- 
less other  trusts  or  attempted  trusts  in  the  same  'resard.  Much  of  that  history  b 
before  this  commission  in  the  form  of  evidence.  Otner  phases  of  it  can  be  ascer- 
tained in  the  reports  of  the  Interstate  Commerce  Commission.  It  is  certainly  a  safe 
assertion  to  make  that  there  is  not  one  lai^ge  shipper  in  fifty  in  any  of  the  g^^eat  cities 
of  the  country,  or  in  any  industrial  locality,  who  has  not  made  a  laiige  part  of  his 
success  in  placing  his  goods  upon  the  market  through  special  rates  given  to  him  by 
a  railroad,  or  several  railroads,  lower  than  the  estabushed  tariff  rate  pablisfaed  und^ 
the  law,  and  therefore  in  contravention  of  the  law.  Yet  this  act  on  the  part  of  the 
shipper,  and  of  the  aeent  of  the  railway  companv,  is  by  law  a  crime,  and  the  repu- 
table members  of  the  community  who  make  tliemselves  parties  to  the  unlawful 
agreement  for  the  discrimination  in  rates  are  either  too  i^orant,  or  more  often  too 
inditf erent,  to  realize  either  their  legal  or  their  moral  turpitude. 

It  is  currently  reported  that  a  leading  business  man  of  one  of  the  principal  cities 
of  the  country  said  to  this  commission  something  to  this  effect:  It  takes  both  money 
and  brains  to  move  the  wheels  of  commerce  in  this  country,  and  I  have  both.  ThSs 
story  may  not  be  true;  but  it  is  true  of  the  gentleman  concerning  whom  it  is  tnld, 
that  when  he  was  asked  by  the  Interstate  Commerce  Commission  to  disclose  certain 
facts  concerning  the  rates  which  he  received  from  the  railroad  companies,  he 
repeatedly  refui^  to  answer  because  his  answers  would  incriminate  him,  thereby  in 
effect  admitting  his  criminality.  That  this  latter  statement  is  true  is  proved  by  the 
rec^ords  of  the  published  opinion  of  the  Supreme  Court  of  the  United  States. 

Mr.  A.  B.  Stickney,  president  of  the  Chicago  and  Great  Western  Railway,  says  in 
his  work  on  The  Railway  Problem  (p.  33) :  '*The  average  business  man  feels  strong 
enough  and  acute  enough  to  cope  with  his  competitors  on  equal  terms,  but  here  ia 
a  power  he  can  not  comi)ete  witn,  and  he  can  not  avoid.  This  power,  like  a  govern- 
ment, has  authority  to  make  tariffs,  and  enforce  their  collection.  It  claims  a  ri^ht, 
which  no  civilized  government  claims,  and  no  sovereign  has  dared  to  exercise  for 
centuries,  of  rebating  a  portion  of  its  tariff,  and  thus  discriminating  between  its 
subjects  in  the  collection  of  its  revenues." 

The  terrible  extent  to  which  railway  discriminations  have  ^ne  is  disclosed  in  the 
woeful  confession  made  by  the  Interstate  Commerce  Commission  in  its  report  for 
1899.  After  referring  to  repeated  recommendations  in  former  reports  for  further 
legislation,  and  the  failure  to  obtain  it,  the  report  continues  as  follows:  *' Meanwhile 
the  situation  has  become  intolerable,  both  from  the  standpoint  of  the  public  and  the 
carriers.  Tariffs  are  disregarded,  discriminations  constantly  occur,  the  price  at  which 
transportation  can  be  obtained  is  fluctuating  and  unoertam,  railroad  managers  are 
distrustful  of  each  other,  and  shippers  all  the  while  in  doubt  as  to  the  rates  secured 
by  Uieir  competitors.  *  *  *  Enormous  sums  are  spent  in  purchasixig  business, 
and  secret  rates  accorded  far  below  the  standard  of  published  charges.  The  general 
public  gets  little  benefit  from  these  reductions,  for  concessions  are  mainly  con&ied  to 
the  heavier  shippers.  All  this  augments  the  advantages  of  large  capital  and  tends  to 
the  injury  and  often  to  the  ruin  of  small  dealers." 

From  all  this  it  appears  that  the  conditions  which  exist  in  the  commercial  world 
are  largely,  if  not  chiefly,  dependent  upon  rates  of  transportation,  and  that  the  wealth 
and  power  possessed  by  the  l&rge  trusts  or  combinations  are  derived  from  discrimi- 
native rates  contrarv  to  law.  The  political  economist  may  aigue  that  the  rate  of 
freight  is  a  part  of  the  price  of  goods  to  the  consumer,  and,  therefore,  an  important 

girt  of  the  economic  problem  to  the  manufacturer.  Abstractly  stated,  this  is  true, 
ut  if  the  one  manufacturer  grows  rich  through  unlawful,  unreasonable,  and  nnju:«t 
discrimi nations  in  his  favor,  granted  to  him  by  the  railroad,  which  has  its  franohiseii 
from  the  public,  it  must  be  apparent  that  the  rule  of  political  economy  invoked  on 

1  See  Mr.  Rice,  pp.  706-709;  Mr.  Archbold,  pp.  566-559. 
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behalf  of  the  wealthy  manufacturer  has  been  influenced  by  the  unlawful  and  unjust 
act  of  the  railroad  company,  in  which  the  manufacturer  participates.  Therefore, 
practically  speaking,  the  ^uasi-public  corporation  upon  which  the  public  has  bestowed 
its  franchise  for  the  public  weal,  has  disturbed  pro  tanto  the  laws  of  political  econ- 
omy in  a  natural  state.  Furthermore,  several  of  the  largest  trusts,  notably  the  Stand- 
ard Oil  Company  and  the  coal  companies,  have,  by  combination,  obtainea  a  practical 
monopoly  of  the  source  of  supply  by  owning  a  large  proportion,  if  not  nearly  all,  of 
the  valuable  coal  mines.  In  this  class  of  cases  the  discrimination  in  rates  has  been 
most  marked.  And  in  furtherance  of  the  tendency  toward  combination,  these  coal 
companies  have  not  only  had  the  benefit  of  special  rates,  but  they  have  combined 
with  the  railroad  companies  themselves  in  sucn  a  way  that  the  railroad  companies 
have  in  many  instances  become  the  virtual  owners  and  operators  of  the  coal  mines. 
This  in  itself  is  a  terrible  menace.  Here  is  a  railroad  company  organized  under 
defined  statutory  provisions  as  to  its  powers  to  act  as  a  railroad  company  alone.  It 
is  not  a  coal-mining  company,  and  under  the  law  has  no  right  to  be.  Yet  in  one 
form  or  another  the  railroad  compemy  owns  or  controls  the  coal  mine.  Consider  the 
natural  consequence  of  this.  The  same  dead  hand  holds  the  source  of  supply  and 
the  means  of  transportation.  And  this  dead  hand  is  galvanized  into  a  power  to  hold 
anything  by  the  free  donation  from  the  public  of  the  franchise.  Yet  the  friends  of 
trusts,  including  Mr.  Dos  Passos,  would  try  to  make  this  commission  believe  that 
there  is  no  right  in  law  or  ethics  to  witharaw  the  galvanic  battery  and  relax  the 
grasp  of  the  dead  hand. 

The  man  who  owns  the  soil  naturally  controls  the  price  of  the  products  of  the 
soil  within  the  limits  of  his  market.  But  if  that  market  is  de|)endent  upon  trans- 
portation by  other  agencies,  it  is  the  transportation  agency  which  practically  con- 
trols the  price.  Because,  if  the  one  farmer,  or  the  one  miner,  has  a  rate  which  is 
less  than  another  farmer,  or  another  miner,  it  is  the  one  with  the  less  rate  who  con- 
trols the  price  of  the  product  in  the  market. 

Extending  this  principle,  if  the  owner  of  the  soil  gets  a  lower  rate  than  all  of  the 
other  owners  within  the  limit  of  his  market,  if  he  can  make  that  rate  prohibitive, 
he  will  have  a  monopoly.  The  reason  why  railroad  companies  and  other  corpora- 
tions with  public  franchises  should  not  be  allowed  to  go  beyond  the  powers  con- 
ferred by  their  charter  is  well  expressed  by  the  vice-chancellor  in  Attorney-General 
v.  Great  Northern  Kailroad  Company  (1  Drewry  and  Smale,  154) .  In  that  case  the 
railroad  company  was  found  to  have  engaged  in  selling  coal  from  mines  along  its 
line.  And  the  vice-chancellor  says:  "Now,  why  has  the  rule  been  established,  that 
railway  companies  must  not  carry  on  any  business  other  than  that  for  which  they 
were  constituted?  It  is  because  tliese  companies,  being  armed  with  the  power  of 
raising  large  sums  of  money,  if  they  were  allowed  to  apply  their  funds  to  purposes 
other  than  those  for  which  they  were  constituted,  might  acquire  such  a  preponder- 
ating influence  and  command  over  some  particular  branch  of  trade  or  commerce  as 
would  enable  them  to  drive  the  ordinary  private  traders  out  of  the  field,  and  create, 
in  their  own  favor,  a  practical  monopoly,  whereby  the  interests  of  the  public  would 
be  most  seriously  injured." 

If  the  development  of  the  railroad  company  into  a  mine-owning  company  were 
the  only  form  of  acts  ultra  vires  of  which  railroad  companies  were  guilty,  the  situa- 
tion might  perhaps  be  endured  with  a  certain  d^ree  of  equanimity.  But  when  the  pub- 
lic see  tne  same  hands,  the  same  capita],  the  same  power  which  controls  the  railroad 
company  controlling  the  sources  of  supply  in  oil  or  minerals,  or  both,  and  see  that 
same  management  and  control  extend  to  the  banks  which  furnish  the  funds  and 
control  the  money  market,  and  to  the  quasi-public  corporations  which  furnish  public 
utilities,  such  as  ^as  and  water,  the  public,  not  unnaturally,  pause  and  reflect,  and 
wonder  how  long  it  will  be  before  the  creature  is  more  powerful  than  the  creator. 

POWER  GIVES   POWER — MONOPOLY   BREEDS   MONOPOLY. 

On  December  23,  1899,  the  St.  Louis  Post-Dispatch  published  an  article  wliich 
stated  in  effect  that  the  Standard  Oil  Company  was  responsible  for  the  recent  panic 
in  Wall  street,  which  cost  innocent  stockholders  $80,000,000  in  one  day  and  forced 
the  great  American  Government  to  come  to  the  rescue.  According  to  the  account, 
Mr.  Anthony  N.  Brady,  representing  the  New  Amsterdam  gas  intents,  was  opposed 
to  the  Standard  Oil  control.  This  tremendous  financial  fi^ht  was  represented  as  oeing 
made  by  the  Standard  Oil  people  in  order  to  force  their  rivals  to  throw  over  the  New 
Amsteroam  Gas  Company  by  attacking  the  stocks  of  all  the  corporations  in  which 
Mr.  Brady  and  his  friends  were  interestecl.  It  was  stated  that  in  order  to  accomplish 
the  purpose  certain  banks  were  used  to  effect  an  artificial  money  stringency,  and  that 
foreign  exchanges  were  juggled  by  the  same  financial  agencies.    Whether  or  not  this 
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report  waa  true  is  of  lesB  conseqneiioe  thui  the  fact  that  sach  a  report  was  posFibk. 
If  not  true,  it  at  least  illustrates  what  might,  and  perhaps  may  yet,  come  to  pa»  in  » 
much  more  exaggerated  form.  To  the  thoughtful  reader  it  must  have  so^^gested  the 
idea  that  a  comparatively  few  men,  with  tneir  enormous  wealth,  could  make  aiA 
unmake  fortunes  in  a  day,  and  could  do  more  than  the  Government  itself  can  du  in 
determining  values  and  fixing  the  rate  of  exchange.  It  pointed  to  the  poe^bility  thst 
the  Standard  Oil  Company,  or  the  combination  of  interests  which  have  derived'  th«ir 
power  chiefly  through  puolic  franchises,  by  whatever  name  it  may  be  called,  oxild 
De  greater  than  the  Government  itself,  for  some  purposes  at  least. 

I  should  like  to  be  permitted  right  here  to  say  that  after  preparing  this  paper,  and 
while  coming  from  St.  Louis  to  Washington  on  the  train,  I  bought  a  copy  of  the  Phil- 
adelphia Pn^,  of  January  4.  I  had  some  misgivings  about  usmg  a  mere  new^pay^ 
article  as  a  basis  for  any  part  of  my  argument,  especially  when  it  might  be  conMaered 
by  some  pe<>ple  that  the  jMiper  from  which  I  auot4»d  sometimes  had  tendencies  towanl 
sensationalism.  But  I  was  very  much  struck  by  the  fact  that  in  a  2-coluain  article 
in  the  Philadelphia  Press  (which  I  understand  is  neither  avowedlv  against  trusts  nor 
specially  sensational)  a  substantial  verification  of  the  item  from  wfiich  I  have  quoted 
was  contained.  If  I  have  your  permission  I  will  read  from  that  in  order  to  indicate 
that,  so  far  as  newHpai)er  opimon  goes,  it  would  appear  as  though  what  the  ¥(&- 
Dispatch  treated  as  a  fact  atx)ut  the  Standard  Oil  people  and  the  New  Ani^teniam 
people  had  had  its  effect.  I  take  certain  excerpts  from  the  Philadelphia  Press,  as 
follows: 

"New  York,  Jartfuiry  ;S. 

**  Some  of  the  oflirt^rs  of  the  gas  company  of  this  city,  which  is  identified  with  the 
Btandanl  Oil  interests,  give  a  qualified  corroboration  of  the  report  that  has  nrevailKi 
here  for  some  days  that  this  corporation  has  bought  the  interests  of  the  \\1iimeT 
syndicate*  in  the  corporation  whicn  practically  controls  the  electric  light,  heat^  and 
power  franchises  in  tliis  city.  What  the  motive  of  the  Whitney  syndicate  in  fvlline 
their  interest  to  the  R<x.'kefeller8  may  have  been  no  one  pretends  to  say  authorita- 
tively. But  there  are  all  kindn  of  rumors,  the  most  interesting  or  dramatic  of  them 
being  asHoc*iatiMi  with  Mr.  Whitney's  name." 

pHssing  on  to  a  further  point  in  the  article — 

**The  probability  is  that  it  was  deemed  to  the  business  advantage  of  both  intere=t5 
involved  in  the  dtil  that  the  Rockefellers,  through  the  gas  company,  which  th«*y 
cc>ntrt)l,  should  obtain  the  majority  interest  in  the  electric  company.  The  electric 
com[)any  is  of  recent  organization.  Some  of  its  achievements  a  little  over  a  year  aeo 
were  very  brilliant.  In  a  few  weeks,  by  the  most  skillful  generalship,  it  obtained 
control  of  nearly  all  the  electric  light  companies  in  the  borough  of  Manhattan,  as  well 
as  the  absolute  contn)l  of  one  subway  and  partial  control  of  the  remaining  one  in  thi* 
borough.  It  increased  its  capital  to  $36,000,000  for  the  purpose,  as  reported,  of  buy- 
ing out  the  electric  storage  battery  corporation  of  Philadelphia,  and  it  made  a  con- 
tract with  the  stret»t  railway  corjxiration,  with  which  Whitney  is  identified,  to  furnish 
to  it  its  surplus  power.  It  was  m  position  ultimately  to  take  in  all  the  gas  companit* 
of  this  city,  provided  they  could  l)e  obtained  at  fair  price,  and  it  is  in  all  probability 
due  to  this  purpose  that  the  corporation  has  passed  into  the  control  of  the  gas  ci>m- 
pany  with  which  the  Rockefellers  are  identified.  This  companv  is  one  of  tlie  giant 
organizations  of  New  York.  It  has  nearly  40  millions  of  capital,  and  \i-as  or^ganiztil 
16  years  ago  upon  a  plan  of  financing  similar  to  that  which  characterized  alinc^  all 
of  the  modem  industries.  It  took  in  6  companies,  and  it  unquestionably  aimed  absi> 
lutely  to  control  the  entire  market  for  gas,  not  only  in  Manhattan,  but  in  the  entire 
city  of  New  York. 

"  Its  purpose  was  exactly  that  which  Governor  Roosevelt  especially  condemned  in 
the  mej«age  which  he  submitted  to  the  legislature  to-day.  It  expected  to  p<jse^'!^  the 
absolute  monopoly  of  selling  gas  to  New  York  customers.  Recently  a  verv  bitter, 
somewhat  damaging,  and  exceedingly  interesting  contest  has  been  in  progress  "between 
this  corporation  and  other  gas  companies,  and  all  the  strateg\'  that  modem  busine^^ 
genius  can  suggest  has  been  emploved  by  both  sides  in  this'  battle,  and  vet  neither 
side  is  the  victor.  Russell  Sage  is  ((efiant,  although  it  is  said  that  his  chief  reason  for 
thin  quality  is  that  he  is  of  the  opinion  that  the  other  interests  are  trying  to  get  pc^see 
sion  of  his  com^mny  at  a  price  that  represents  much  less  than  its  real  value.  Not 
Wall  street  opinion,  but  Metropolitan  Club  opinion,  which  upon  many  things  is  of 
more  value  than  that  of  Wall  street,  is  that  this  colossal  deal  is  simply  a  move  on  the 
part  of  the  Rockefellers  in  the  great  battle  their  gas  company  has  heen  carrying  on 
with  others  in  this  city  for  supremacy.  The  possession  of  the  electric  comjiaiiy  givii» 
them  an  almost  impregnable  fortress,  and  no  doubt  we  shiill  hear  in  the  coui^  of  a 
few  days  that  the  conwration  has  acquired  control  of  the  electric  corporation,  which 
has  practical  monopoly  in  the  borough  of  Brooklyn." 
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Q.  (By  Mr.  Kennedy.)  Is  that  article  signed  " Holland? "—A.  "Holland;" 
yes,  sir.  I  do  not  know  the  gentleman.  I  am  not  able  to  substantiate,  of  course, 
the  facts.  You  gentlemen  have  it  in  your  power  to  get  the  evidence  as  to  the 
specific  &cts. 

Q.  (By  Mr.  Farquhar.)  Nor  you  could  not  know  definitely  where  this  article 
stands  on  the  stock  list,  bear  or  bull? — A.  Not  at  all.  I  have  absolutely  no  informa- 
tion about  it.  I  simply  quote  from  two  newspapers  of  different  political  faith,  in 
different  narta  of  the  country,  to  show  that  there  is  at  least  in  the  public  mind,  as 
influenced  by  the  newspapers,  a  strong  basis  for  the  assumption  that  there  is  now  an 
effort  on  the  part  of  those  who  have  now  great  power  to  obtain  still  greater  power, 
and  that  these  facts  tend  to  support  my  assumption  that  all  of  this  ckis  of  combinar 
tion  tends  toward  monopoly. 

STATUTES   ARE  NEEDED,    BUT   CAN   NOT  REPLACE   THE    PRINCIPLES  OF  THE  COMMON   LAW. 

What  can  be  done  to  remedy  the  existing  evil  of  unlawful  combinations?  That  is 
a  difficult  question  to  answer.  It  is  always  easy  enough  to  point  out  an  evil.  It  is 
not  so  easy  to  suggest  a  remedy.  The  soituation  is  peculiar,  and  the  conditions  so 
varied,  and  the  interests  so  vast^  that  any  remedy  suggested  must  of  necessity  be 
more  or  less  tentative  and  experimental.  Nevertheless,  while  principles  are  peren- 
nial, legislation  is  necessarily  local  and  temporary  and  designed  to  meet  existing 
conditions.  As  Burke  says:  "In  effect,  to  follow,  not  to  force,  the  public  inclina- 
tion, to  give  a  direction,  a  form,  a  technical  dress  and  a  specific  sanction  to  the 
general  sense  of  the  community,  is  the  true  end  of  legislation.  *  *  *  It  would  be 
terrible,  indeed,  if  there  was  any  power  in  the  nation  capabl'^  of  resisting  its  unani- 
mous desire,  or  even  a  desire  of  any  v  ry  great  or  decioed  uiajority  of  the  people. 
The  people  may  be  deceived  in  their  choice  of  an  object,  but  I  can  scarcely  conceive 
any  choice  they  can  make  to  be  so  very  mischievous  as  the  existence  of  any  human 
force  capable  of  resisting  it." 

Undoubtedly  the  people  of  this  country  suffer  from  too  much  l^islation,  or  rather, 
to  limit  that  statement,  too  much  haphazard  and  incomplete  l^islation.  There  are 
many  occasions  when  a  judicial  application  v.f  well-understood  principles  of  the 
common  law  would  operate  m"  h  more  satisfactorily  than  the  interpretation  of  an 
ill-considered  statute.  Nevertlieless,  in  th«3  complex  civilization  existing  in  this 
Qountry,  with  the  manifold .  is  of  government,  national.  State,  county,  and  munici- 
pal, and  with  the  ourts  of  4  St  tes  nd  of  the  United  States  interpreting  all  of 
those  statutes  for  the)  \.  ^ves,  eparately,  it  is  impossible  to  do  without  much  and 
irequent  legislation.  Besides,  statutes  Kre  the  concrete  expression  of  the  opinions  of 
:he  people  concerning  laws  as  related  to  concrete  conditions.  Yet  in  framing  or 
lugsesting  statutes,  especially  with  reference  to  industrial  conditions,  one  is  faced 
vith  the  difficulty  of  the  undertaking.  As  was  said  by  Sir  William  Erie,  in  his 
issay  on  trade  unions,  concerning  the  right  to  contract  freely  and  the  efforts  to  regu- 
ate  restraint  of  trade  forcibly:  '^An  attempt  to  adjust  them  by  statute  may  succ^d 
f  the  authors  and  interpreters  of  the  statute  understand  the  principles  of  the  com- 
Qon  law  and  in  some  degree  incorporate  them.  Without  that  process  the  inter- 
pretation of  the  words  of  a  statute  merely  by  a  dictionary  leads  often  to  unsatisfactory 
esults.  Even  if  the  statute  is  well  drawn  society  soon  progresses  beyond  it,  and  the 
leed  of  the  principles  of  the  common  law  is  constantly  renewed." 

SUGGESrriONS  FOB  LEGISLATION. 

With  these  mles  in  mind,  the  following  recommendations  are  made  as  to  methods 
y  which  some  of  the  existing  evils  may  possibly  l>e  cured  or  checked.  They  are 
lade  simply  as  suggestions,  not  as  completed  plans  for  legislation,  but  in  the  hope 
lat  among  them  may  be  found  at  least  one  thought  which  is  worthy  of  consideration 
id  of  practical  application  when  developed.    These  are  the  suggestions: 

1.  Each  State  ^ould  make  a  stricter  classification  of  corporations,  under  its  gen- 
ul  corporation  statutes;  and  by  statutes,  and  through  the  courts,  express  and 
iforce  more  strictly  the  doctrine  of  ultra  vires,  and  thus  keep  each  corporatioh 
ithin  its  legitimate  functions.  Penalties  should  be  imposed,  including  forfeiture  of 
larter,  for  acts  ultra  vires. 

2.  Each  State  should  so  readjust  the  laws  regarding  all  corporations,  private  as  well 
quasi-public,  that  their  corporate  functions  shall  be  exercised  under  as  much  and 
careful  official  inspection  as  will  make  them  fairly  answerable  to  the  public,  and 

•event  them  from  exceeding  their  charter  powers,  and  from  violations  of  la;v, 
iknown  to  the  public. 

3.  Cacb  State  can  provide  that  no  foreign  corporation  shall  do  business  within  its 
irders  without  conforming  to  its  laws. 
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4.  Each  State  can  provide  that  the  etockholders  of  a  local  corporation  ehall  not 
combine,  by  a^^'eement  with  the  stockholders  of  an^  other  corporation  of  the  aune 
or  any  other  State,  and  sell  or  exchange  their  shares  in  the  old  corporation  fcs*  diaia 
in  the  new  corporation,  when  the  effect  of  such  agreement,  and  tne  formation  of  the 
corporation  thereunder,  is  in  general  restraint  of  trade  and  tends  to  jKodooei 
"virtual  monopoly." 

5.  I>et  CongreHs  provide  by  statute  that  a  corporation  oiiganized  nnder  the  to 
of  one  State,  under  conditions  which  violate  the  laws  of  another  State,  as  bein^  ja 
n>»<trHint  of  trade  and  commerce,  or  tending  to  create  a  monopoly,  can  not  engnge  Id 
interstate  commerce  between  any  other  State  and  such  prohibitive  State.  To  obviale 
the  effect  of  such  cafles  as  hold  that  the  corporation  ot  one  State  is  a  citisea  of  tint 
State,  as,  for  instance,  those  giving  jurisdiction  to  Federal  courts  on  that  gropsd,  kt 
Congn^^,  by  statute,  de<*lare  that  foreign  corporations  have  no  right,  as  dtiieDs  of 
one  State,  to  do  business  in  another  State. 

H.  Ix't  Congref^  provide  that  no  State  shall  be  allowed  to  grant  incorporation  to 
any  corporation  or  ass(x*iation  which  is  formed  for  the  purpose  of  restnuning  inter- 
state commerce,  or  establishing  and  maintaining  a  monopoly  in  any  commwitrcr 
thing,  to  l)e  sold  to  the  citizens  of  the  several  Stat^;  and  if  such  corporation  is  fonned, 
and  engages  in  business  for  an^  of  such  unlawful  purposes,  the  Attomey-Genenl,  or 
any  district  attorney  under  his  direction,  shall  apply  for  an  injunction  reBtnmisf 
such  corporation  or  association  from  carrying  on  any  such  budness.  And  jurisdietkta 
shouhi  be  given  to  the  United  States  circuit  court,  as  a  court  of  equity,  to  enjwnaich 
c()r[H)rati()n  or  assoiMation,  and  all  persons  acting  for  it  or  under  contract  with  it,froi& 
exercising  its  functions  in  another  State  and  from  sending  its  conunodities  into  anf 
other  State. 

My  attention  has  been  called  to  the  paper  of  Hon.  Francis  G.  Newlands  in  tbe 
Ri»iK>rt  of  the  Chicago  Conference  on  Trusts  (p.  305),  and  his  principal  suggestion rf 
a  rcTnefiy  for  the  trust  evil  has  so  much  force  that  it  is  adopted  in  this  aigumentasi 
rtH'oiumendation  in  addition  to  those  already  given,  viz: 

7.  liCt  Congress  exercise  the  power  of  taxation  vested  in  the  Federal  Govemmait; 
a  more  far-reaching  power  than  that  exercised  under  the  inteistate-commeroe  secdoD 
of  the  Constitution. 

As  a  practical  suggestion  for  a  beginning,  Mr.  Newlands  says:  '*The  firBt  gt^ 
should  l)e  the  organization  of  a  bureau  of  industry,  somewhat  resembling  that  of  the 
Bureau  of  the  Comptroller  of  the  Currency,  to  which  report  should  be  madeby  «fl 
cor{)oration8,  showing  the  amount  of  their  capital  stock,  their  bonds,  th&r  income, 
their  transactionH,  the  number  of  operatives  employed,  the  wages  paid,  and  all  tbe 
other  (lata  whi(*h  in  time  will  present  a  mass  of  statistical  information  that  will  vA 
and  guide  legislation .  Publicity  itself  will  do  much  in  the  way  of  correcting  evife, 
for  definite  KtatiHti(!s  will  suggest  definite  remedies.  The  tax  at  first  inanganted 
should  be  moderate.  It  should  reach  at  first  onlv  those  great  oi^ganizations  wboK 
evil  effects  upon  modem  individualism  are  conceaed,  and  reliance  should  be  placed 
upon  the  statistics  accumulated  later  on  to  furnish  suggestions  for  additional  tax 
legislation." 

With  reference  to  the  first  suggestion  above  made  little  need  be  said  by  way  of 
explanation.  It  merely  relates  to  well-defined  powers  of  the  State,  conceraing  the 
classification  of  corporations,  which  are  now  constantly  exercised.  The  demand  is 
for  a  stricter  exercise  of  that  power.  The  doctrine  of  ultra  vires  is  well  established, 
and  has  been  frequently  enforced  with  strictness;  notably  by  the  Supreme  Coort  a 
the  United  States  in  the  case  of  Central  Transportation  Companv  v.  Pullman's FJa» 
Car  Comj^any  (139  U.  S.,  24),  and  in  other  leading  cases  both  before  and  since  thai 
t*ase  was  decided,  including  the  case  of  De  La  Vei^e  Befrigerating  Machine  Coo- 
pany  r.  German  Savings  Institution  and  others,  decided  October  30,  1899. 

Ah  to  the  second  proposition,  concerning  greater  publicity  in  the  affairs  of  coipo* 
tions,  and  State  insf)ection,  the  power  is  unquestioned.  Already  the  people  hawfe^t 
the  necessity  for  this  publicity  in  certain  classes  of  corporations,  and  for  a  number 
of  years  there  have  been  laws  providing  for  inspection  and  publication  of  the  afci^ 
.  of  such  corporations.  No  one  objects  to  the  inspection  of  national  banks  by  the  Gov- 
ernment of  the  United  States,  or  to  the  inspection  of  banks  generally,  and  thepahh* 
cation  of  thcMr  annual  financial  statement  There  is  even  now  a  demand  for  a  closj 
inspection  of  trust  companies  in  some  States,  where  the  laws  do  not  provide  forsach 
inspection.  Recent  legislation  has  provided  for  inspection  of  building  and  loan  asKj 
ciations.  There  is  no  reason,  therefore,  why  a  certain  amount  of  publicity  shouW 
not  be  required  of  every  (corporation,  since  it  is  only  the  creature  of  the  State.  The 
objection  really  comes  from  persons  who,  ha\dng  been  trained  under  a  s^'Stem  « 
corporation  laws  which  enable  a  merchant  to  incorporate  his  business,  and  there^ 
limit  his  liability,  while  giving  to  his  business  comparative  perpetuity,  have  canied 
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on  their  basiness  subetantially  as  if  it  were  unincorporated,  until  thev  have  come  to 
think  that  they  have  an  inherent  right  to  the  secrecy  and  indepenaence  to  which 
they  are  accustomed. 
l!nat  each  State  has  the  power  to  impose  the  conditions  upon  which  a  foreign  cor- 

g)ration  may  do  business  in  its  territory  is  practically  undisputed.  Mr.  !^wurd 
easbey,  in  an  article  in  the  12  Harvard  Law  Review,  pa^  1,  says:  '*The  Supreme 
Court  has  ♦  ♦  »  repeatedly  decided  that  a  State  may  impose  such  conditions  as 
it  pleases  upon  the  doing  of  any  business  within  its  borders,  and  that  unless  the  con- 
dition be  complied  with  the  prohibition  is  absolute  J'  (Citing  Allgeyer  v.  Louisiana, 
165  U.  S.,  678.) 

The  fourth  proportion  above  suggested  is  based  upon  the  idea  that  the  way  to  pre- 
vent combinations  is  to  reach  the  people  who  enter  mto  them.  After  all,  while  the 
corporate  entitv  is  the  thing  to  which  the  law  technically  looks  in  dealing  with  a 
corporation  ordinarily,  the  stockholders  are  the  living  representatives  of  the  fictitious 
being.  Furthermore,  the  combinations  which  are  in  restraint  of  trade,  and  which 
tend  to  create  a  monopoly,  necessarily  imply  individual  intent.  There  is  in  the  idea 
always  the  stiggestion  of  a  moral  factor,  a  living  being,  capable  of  thinking,  and  feel- 
ing, and  acting  upon  his  thoughts  and  feelings. 

In  dealing  with  boycotts  the  courts  have  always  held  them  to  be  essentially  con- 
spiracies within  themselves.  The  term  "boycott"  is  equivalent  to  conspiracy.  If 
this  be  true  concerning  laborers,  who  conspire  by  boycott  to  injure  other  laborers  or 
other  people,  it  is  quite  as  indisputable  that  a  combination  among  capitalists,  for  the 
purpose  ol  fixing  prices  and  limiting  outputs,  and  therebv  depriving  others  of  their 
respective  rights,  is  a  conspiracy.  If,  then,  the  effect  of  that  conspiracy  is  in  general 
restraint  of  trade  and  tends  to  produce  a  virtual  monopoly,  the  laws  should  be  so 
framed  as  to  interfere  with  those  who,  having  stocks  in  local  corporations,  enter  into 
agreements  contrary  to  the  law. 

The  fifth  suggestion  is  predicated  upon  the  power  of  Congress  to  legislate  concern- 
ing interstate  commerce.  Plainly,  a  state  has  the  ri^ht  to  prescribe  upon  what  con- 
ditions foreign  corporations  shall  do  business  within  its  territory,  except  as  that  right 
is  limited  by  the  interstate  commerce  clause.  Now,  a  corporation  having  no  natural 
riffhts,  a  foreign  corporation  has  no  inherent  right  to  do  business  in  another  State. 
That  it  may  now  ship  ^oods  into  such  other  State,  under  the  interstate  commerce 
clause  of  the  Constitution,  is  due  to  the  existing  acts  of  Ck)ngre6s,  or  to  the  silence  of 
Congress  on  the  subject,  and  the  inferential  rights  that  arise  therefrom.  But  if  Con- 
gress speaks,  and  prohibits  such  corporations  from  going  into  the  State  prohibiting 
them^  what  legal  right  of  such  foreign  corporation  is  infringed,  and  under  what 
constitution? 

In  the  Original  Package  Case  (Leisy  v.  Hardin,  135  U.  S.,  100)  it  was  decided  that 
a  statute  of  Iowa,  which  prohibited  the  importation  and  sale  of  intoxicating  liquors 
within  the  State,  was  in  contravention  of  the  interstate  commerce  clause  of  the  Fed- 
eral Constitution.  Mr.  Chief  Justice  Fuller,  in  stating  the  grounds  upon  which  the 
decision  was  founded,  said:  *' Whenever,  however,  a  particular  power  of  the  General 
Government  is  one  which  must  necessarily  be  exercised  by  it,  and  Congress  remains 
silent,  this  is  not  only  not  a  concession  that  the  powers  reserved  by  the  States  may 
be  exerted  as  if  the  specific  power  had  not  been  elsewhere  reposed,  but,  on  the  con- 
trary, the  only  legitimate  conclusion  is  that  the  General  Government  intended  that 
power  should  not  be  affirmatively  exercised,  and  the  action  of  the  States  can  not  be 
permitted  to  effect  that  which  would  be  incompatible  with  such  intention." 

In  other  words,  the  Supreme  Court  of  the  United  States  decided  in  that  case  that 
the  silence  of  Congress  was  reservation  of  the  power,  and  any  action  of  the  State  dur- 
ing that  silence  which  affected  interstate  commerce  was  so  far  void. 

Uongress  havinj^  passed  an  act  to  remedy  the  disturbance  of  the  State  police  power 
causea  by  the  Ongmal  Package  decision,  that  act  came  up  for  consideration  m  the 
Mse  of  In  re  Rahrer  (140  U.  S.,  545) .  The  act  provided  that  liquors  transported  into 
Bi  8tate  should  be  subject  to  the  operation  and  effect  of  the  laws  of  such  State,  to  the 
9ame  extent  as  thougn  produced  in  such  State.  Mr.  Chief  Justice  Fuller  in  that  case 
?aid:  **  The  Constitution  does  not  provide  that  interstate  commerce  shall  be  free,  but, 
by  the  ^rant  of  this  exclusive  power  to  regulate  it,  it  was  left  free,  except  as  Confess 
alight  impose  restraint.  Therefore  it  has  been  determined  that  the  failure  of  Con- 
gress to  exercise  this  exclusive  power  in  any  case,  is  an  expression  of  its  will  that  the 
mbject  shall  be  free  from  restrictions  or  impositions  upon  it  by  the  several  States. 
(Robbins  v.  Shelby  Taxing  District,  120  U.  S.,  489.)  And  if  a  law  passed  bv  a  State  in 
:he  exercise  of  its  acknowledged  powers,  comes  into  conflict  with  that  will,  the  Con- 
cress  and  the  State  can  not  occupy  the  position  of  equal  opposing  sovereignties. 
Because  the  Constitution  declares  it  supremacy,  and  that  of  the  laws  passed  in  pursu- 
ince  thereof.'' 
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So  also  in  the  rw^ently  deculed  caw*  of  United  States  r.  Addyston  Pipe  and  fW. 
Company,  Mr.  Justice  reckhaui  Hai<l:  '*  Under  this  grant  of  power  to  Conere®,  thi 
IkmIv,  in  our  judgment,  may  ena<'t  such  legislation  as  shall  declaim  void  and  prohikt 
the  jjerformance  of  any  oontnu*t  lM»t  ween  individuals  or  corporations  where  the  natDn. 
and  direct  effivt  of  such  a  contrai-t  will  Ix*,  when  carrie<l  out,  to  directly,  and  note 
a  mert^  incident  to  other  and  inn<K'ent  ]>urpot4es,  regulate  to  any  substantial  extent 
interstate  commerce." 

The  Supreme  Court  having  thus  w)  clearly  laid  down  the  rule  that  interFtate  com- 
mercti  is  not  nece*warily  free,  but^is  subjwt  to  regulation  and  limitation  by  Congraa. 

j  theiti  is  no  reason  why  the  plan  suggej:»te<l  in  point  5  alK)ve  may  not  lawfidly  bear- 

ried  into  effect. 

'  The  same  aigument  applies  to  the  sixth  suggi^tion,  but  in  addition  it  may  be  saki 

that  the  right  to  enjoin  that  which  is  by  statute  of  the  United  States  declared  to  W 

*  unlawful  has  lKH.»n  repi»ate<lly  ret^ogniziHi  by  Congress.     In  the  interstate  comroeiw 

act  of  1889,  the  antitnist  act  of  181H),  and  the  tariff  at»t  of  1894,  Congress  empowtwi 
courts  of  etjuity  to  restrain  violations  of  the  statutory  pnjhibitions  a^nst  moaopolks 
and  trusts. 

^  In  addition  to  these  statutory  precedents  there  has  always  existed  a  powff  ia 

[  courts  of  (»quity  to  enjoin  acts  ultra  vires,  at  the  instance  of  the  Attomey-Genenl 

when  such  acts  were  injurious  to  public  right.     An  instance  has  already  been  Gtd, 

i  in  the  English  case  of  Attomey-Creneral  v.  Railroad  Company  (1  Drewry  ASmak. 

154) ,  where  the  chancellor  enjoined  the  railroad  company  from  t^irrving  on  a  ctai 
business  as  being  contrary  to  its  charter  and  in  violation  of  public  rfght.  And  the 
authoritv  is  well  settled  by  a  number  of  decisions,  English  and  American. 

That  Congress  has  wide  and  ample  powers  to  legislate  concerning  matters  whici 
afftH't  interstate  commerce  c^an  not  l)e  doubted.    Said  Mr.  Chief  Justice  Mar8liall,ii 

I  Mt<  .ulloch  r.  Maryland  (4  Wh(»t,,  400) :  "The  Constitution  of  the  United  States  his 

not  left  the  right  of  C^mgress  to  employ  the  necessary  means,  for  the  execution"! 
the  powers  conferre<l  on  the  Ciovemment,  to  general  reasoning.  To  its  enumeratioD 
of  iK)wers  is  addiil  that  of  making  *all  laws  which  shall  l)e  necessary  and  proper  to 
ttirrying  into  exinrution  the  foregoing  powers  and  all  other  powers  vested  by  the 
Constitution  in  the  Government  of  the  United  States  or  any  department  thereoi.' 
♦  ♦  ♦  *  It  must  have  been  the  intention  of  those  who  gave  these  powers  to  insore, 
BO  far  &s  human  pnidence  could  insure,  their  beneficial  execution.  This  could  not 
l)e  done  by  confining  the  choice  of  means  to  such  narrow  limits  as  not  to  leave  it  Id 
the  jmwer  of  Congress  to  adopt  anv  which  might  be  appropriate,  and  which  were 
contuicive  to  the  end.  *  ♦  ♦  *  Xo  have  prescribed  the  means  by  which  Gox'ero- 
nient  should,  in  all  future  time,  execute  its  powers,  would  have  l>een  to  chan^ 
entirely  the  character  of  the  instrument,  and  give  it  the  properties  of  a  legal  code.[ 
(lentlemen  of  the  Industrial  (>)mmission,  you  have  before  you  a  difficult  and  deli- 
cato  task.  You  have  had  under  consideration  a  variety  of  topics  besides  the  subjert 
of  trusts,  but  surely  you  have  had  none  of  greater  importance.  Notwithstanding  th* 
able  argument  which  jou  have  heard  in  favor  of  aggregated  capital,  it  must  beappw^ 
ent  to  you  that  there  is  something  in  the  question  of  trusts  which  was  not  covered  by 
that  argument.  How  far  thatomispion  has  In^en  supplied  and  how  far  theobjectioc 
have  been  answered  is  a  matter  of  small  consequence  if  out  of  this  argument  youcaa 
derive  one  thought  or  suggestion  which  helps  you  to  reach  the  true  solution  of  il* 
problem  confronting  you. 

In  what  has  \yeen  sai<l  there  has  been  but  little  effort  to  consider  the  future  of  trosis 
from  a  strictly  economic  or  commercial  point  of  view.  Doubtless,  the  remark  attrib- 
uttnl  to  Attorhey-CTcneral  Griggs  is  true,  and,  in  an  immediate,  direct,  financial  sei^ 
investors  in  many  of  the  soH'Alhnl  trusts  will  be  the  worst  sufferers.  Some  of  the 
trusts  are  already  shaking,  and  the  explosion  which  is  almost  certain  to  come  in  a 
year  or  so  is  likely  to  l)e  loud  and  disastrous.  But  this  temporary  and  local  conditioc 
does  not  affect  the  main  question.  Those  which  explode  first  are  likely  to  be  the 
least  dangerous. 

But,  if  the  position  taken  in  this  ailment  is  true,  the  temporary  success  orfaitaj* 
of  individual  organizations  is  of  little  concern,  compared  with  the  vital  question  w 
the  wrong  done  to  the  public;  by  combinations,  which  are  unlawful,  or  which,  in  ibf 
furtherance  of  justice,  should  ]ye  made  unlawful.  The  laws  of  trade  are  more  pot^^j 
than  the  statutes  of  the  State.  Political  e(*onomy  will  ultimately  evade  the  effect  oi 
judicial  decisions.  But  if  the  public  are  willing  to  create  artificial  Ixjings  with  pov^ 
to  disturb  the  laws  of  trade  and  the  rules  of  political  economy,  they  must  be  pr^ 
pared  to  suffer  the  fate  of  the  maker  of  the  Frankenstein,  which  useii  its  sensele*. 
unfeeling  j)ower  to  destroy  its  maker. 

That  this  anrument  has  Iwen  so  largely  made  up  of  quotations  ia  not  accidentaL 
An  examination  of  the  authorities  discloses  such  a  wealth  of  ideas,  expressed  in  tK 
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choicest  and  most  accurate  language,  by  judges  of  the  greatest  distinction,  speaking 
ex  cathedra,  that  no  one  could  hope,  by  the  expression  of  his  own  ideas  merely,  to 
furnish  a  fitting  substitute  for  the  originals.  Besides,  that  which  is  quoted  stands 
not  as  the  opinion  of  an  individual,  but  as  the  recorded  wisdom  of  the  judiciary, 
binding  upon  all  men  alike.  From  those  decisions  it  is  obvious  that  there  is  such  a 
thing  in  this  country  as  a  trust,  within  the  definition  first  stated  in  this  alignment; 
that  there  is  such  a  thing  as  a  monopoly,  which  the  courts  condemn  and  declare 
void;  and  that  there  is,  in  the  language  of  statutes  and  in  the  principles  of  the  com- 
mon law,  sufficient  vitality  to  meet  and  cope  with  unlawful  combinations.  If  some 
unlawful  combinations  have  continued  to  thrive,  in  spite  of  adverse  decisions,  it  indi- 
cates that  there  are  shrewd  lawyers  off  the  bench  as  well  as  learned  judges  on  the 
b6nch.  Nevertheless,  the  history  of  antitrust  legislation  and  litigation  shows,  that 
while  the  trust  evil  has  not  been  overthrown,  the  trusts  themselves  have  been  driven 
to  adopt  ever-changing  forms  to  escape  detection  and  punishment.  The  laws  were 
first  formed  to  encourage  aggr^ations  of  capital  in  the  hands  of  corporations.  The 
aggregations  of  capital  nave  advanced  bevond  the  design  of  those  who  first  created 
the  corporation  laws.  The  laws  are  following  close  after  them.  In  so  far  as  the 
aggregations  of  capital  are  the  result  of  natural  economic  laws,  legislation  ou^ht  not  to 
inteiiere  with  them;  but  in  so  far  as  they  are  essentially  unjust  and  oppressive,  they 
will  ultimately  be  crushed  by  the  slow-moving  jKJwer  of  public  authority  as  the 
expression  of  public  opinion. 

Whereupon  at  1.05  o'clock  the  commission  took  a  recess  until  2  o'clock  p.  m. 

Washington,  D.  C, 
Saturday  p.  m.^  January  5,  1900, 

The  commission  met  at  2.20  p.  m.,  Vice-Chairman  Phillips  presiding. 

Mr.  Oharlbs  Olaflin  Allen  again  on  the  stand  and  examination  resumed. 

MONOPOLY   DOBS   NOT   NfiCESSABILY     IMPLY    CONTROL    OP    NEARLY    THE    WHOLE  PRODUCT 

OF  THE  COUNTRY. 

Q.  (By  Mr.  Jbnes.)  You  stated  in  your  argument  that  an  organization  like  that  of 
the  Federal  Steel  Company,  which  was  made  up  of  corporations  not  engaged  in  the 
same  line  of  industry,  out  of  corporations  that  contribute  one  to  another  in  the  way 
of  furnishing  raw  material,  did  come  under  your  definition  of  a  trust*  I  wish  you 
would  explam  that  somewhat  more  fully,  because  that  did  not  seem  to  me  clearly 
brought  out.  Let  us  suppose  that  no  one  of  these  corporations,  before  the  combina- 
tion, produced  more  than  30  per  cent  of  the  total  output  of  the  country.  Now,  if 
half  a  dozen  of  them — mines,  steamship  companies,  rolling  mills,  wire  mills — we  will 
say,  combine,  do  they  come  under  your  definition? — A.  They  do. 

Q.  Will  you  explain  why  and  how? — A.  I  define  a  trust  as  being  a  combination  of 
tinancial  interests  formed  with  the  intention  of  creating  a  monopoly.  I  used  the 
word  **  intention"  instead  of  ** purpose*'  because  the  word  *' purpose'*  has  to  my 
mind  a  suggestion  that  there  is  in  the  conditions  of  formation  or  the  articles  of  agree- 
ment of  formation  an  expression  of  that  purpose.  I  sought  to  get  beyond  the  formal 
expression  of  the  pupose  in  the  constating  instruments. 

Q.  Would  you  consider  that  an  organization  that  did  not  control  over  30  per  cent 
of  the  output  would  come  under  your  definition  of  a  monopoly? — A.  Perhaps,  and 
perhaps  not.  Each  case  must  necessarily  be  considered  in  the  light  of  the  specific 
facts  environing  it.  I  endeavored  to  say  that  there  were  many  consolidations  of 
interests  which  no  doubt  follow  natural  economic  laws.  There  are  undoubt^ly 
many  others  which  do  not  in  themselves  create  or  immediatel  v  and  appreciably  tend 
to  create  a  monopoly.  Therefore,  as  I  said  in  the  b^inninp  oi  my  written  statement, 
if  a  combination  had  not  in  it  the  intention  of  creating  a  monopoly,  it  does  not  come 
w^ithin  my  definition  of  a  trust.  I  want  to  add,  however,  that,  hypothetically,  if  I 
saw  a  ^eat  railroad  company  forming  a  combination  with  the  original  producers  of 
an  entire  region,  though  only  a  part  of  the  entire  country,  and  with  a  steamship  com- 
pfiny  whose  facilities  were  necessary  for  the  continuation  of  the  shipment  from  the 
source  of  supply  to  the  point  of  consumption,  and  especially  if  I  saw  added  to  that 
various  financial  combinations  which  collaterally  aided  in  the  combination,  I  should 
say  that  for  the  purposes  of  my  definition  that  was  a  trust. 

Q.  You  would  think  that  it  would  be  possible  then  that,  although  the  output  of 
this  combination  did  not  exceed  30  per  cent  of  the  total  output  or  the  country,  it 
nevertheless  would  control  so  large  a  part  within  the  locality  that  there  would  be  a 
virtual  monopoly  of  the  product,  would  you? — A.  Yes.  If  you  will  permit  me  to 
-■  ■     -  _^ — . — 

iSeep.  1182. 
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gc)  bac;k  of  the  days  of  trufitA  and  illustrate  by  something  in  my  own  experience,  and 
give  you  the  results  of  my  investigation  at  that  time,  1  can,  perhaps,  illustrate  wlat  I 
mean.  In  a  certain  manufacturing  line  before  the  word  ''trust,  in  its  later  ccds, 
was,  so  far  as  I  know,  invented,  facts  were  presented  to  me  upon  which  it  appeared  th^ 
in  a  particular  industry  in  which  my  clients  were  engaged  it  was  desirea  to  combiof 
for  mutual  interest,  under  such  conditions  that  those  engaged  in  the  mannfactariag 
industry,  in  the  particular  line,  included  all  of  what  we  may  call  for  brevity  U^ 
MisHissippi  Valley.  By  a  usa^  of  the  business,  as  it  appeared,  these  particular imc* 
ufacturing  companies  never  mvaded  territory  east  of  the  AUeg^henv  Moontaias. 
There  were  other  manufacturing  industries  of  the  same  kind  east  of  tlie  Alleghefif 
Mountains  whose  market  was  within  that  limit;  but  the  market  of  my  clients  ai^ 
that  of  those  with  whom  they  wished  to  combine  was  completely  within  the  hmits 
which  we  will  call  for  bi-evity  between  the  Alleghenies  and  the  Rocky  Moontm?- 
and  there  was  in  existence  besides  this  a  trade  usage,  which  did  not  amoont  toe 
agreement,  that  those  east  of  the  Alleghenv  Mountains  would  not  invade  any  terri- 
tory west  of  the  Allegheny  Mountuns,  ana  those  west  of  the  Allegheny  Moontsis 
would  not  invade  anv  territory  east  of  the  Allegheny  Mountains.  The  effect,  bciv- 
ever,  was  undoubtedly  to  create  a  pool,  as  those  combinations  were  then  calkd. 
which  was  in  general  restraint  of  trade  by  controlling  prices  and  limiting  output  aod 
I  so  advised. 

Q.  The  matter  did  not  get  into  the  courts? — A.  Did  not  get  into  the  cooits.  I  w 
that  not  to  state  what  I  have  done,  but  merely  to  illustrate  what  I  believe  to  be  tk 
underlying  principles,  irrespective  of  the  modem  statutes  and  irrespective  of  the  wm 
use  of  the  word  "  trusts." 

ARE  TRADE   UNIONS   MONOPOLIBB  OR  TRUSTS? 

Q.  Did  I  understand  you  to  take  the  position  in  your  aigument  that  the  attitode 
of  the  courts  had  been  substantially  the  same  as  regards  monopolies,  without  mateni 
change,  for  the  last  2  or  3  ceuturie8?~A.  That  is  my  understaiiding  of  the  aathont:«$ 
from  niy  investigation. 

Q.  You  called  attention  to  the  fact  that  within  your  definition  would  be  included 
trade  unions? — A.  Yes. 

Q.  And  you  called  attention  to  some  of  the  earlier  English  decisions  in  wliich  tia(k 
unions  were  considered  monop)olies  and  were  forbidden? — A.  Yes. 

Q.  Do  the  courts  still  in  either  England  or  the  United  States  take  that  attitude  with 
reference  to  trade  unions? — A.  The  attitude  of  the  courts  in  this  country  and  the 
attitude  of  the  courts  in  England,  as  I  understand  it,  have  not  been  entirely  haimo- 
nious  in  that  particular.  There  has  been,  I  believe,  an  unmistakable  tendeDcr 
toward  the  recc^nition  of  the  necessity  if  not  the  legality  of  the  combination  of  labor, 
and  it  is  predicated  upon  the  conditions  which  exist  bv  reason  of  the  combination  d 
capital.  I  remember,  incidentally,  that  Mr.  Justice  Holmes,  in  the  well-known  ca* 
of  Vegelahn  t*.  Guntner,  in  the  167th  Massachusetts,  in  a  dissenting  opinion  on  xix 
question  of  the  extent  to  which  it  is  necessary  for  strikers  to  go  in  the  matter  d 
lK)ycott,  delivers  quite  an  interesting  essay  on  the  tendency  of  the  times  as  hem 
toward  the  conflict  of  the  two  great  forces,  and  he  declines  to  recognize  the  illegaitty- 
but  it  is  to  be  noted  that  Mr.  Justice  Holmes's  decision  was  a  dissenting  opinion 

Q.  Is  it  not  nevertheless  true  that  the  courts  both  m  England  and  the  United  Stab? 
do  recognize  that  trade  unions  are  le^l  combinations  for  the  protection  of  ttieir  mem- 
bers, for  the  purpose  of  securing  higher  wages  than  could  be  secured  without  the 
protection  of  tne  union? — A.  I  tnink  there  are  statutes  in  England,  and  ihe  court? 
nave  certainly  trended  that  way.  There  are  also  some  statutes  m  America  which  are 
inclined  to  exempt  trade  unions  from  the  statutes  which  declare  invalid  and,  in  sons 
cases  and  for  some  purposes,  criminal,  combinations  in  restraint  of  trade. 

Q.  Have  the  constitutionality  of  those  statutes  been  called  in  question? — A.  1  mi 
not  clear  in  my  recollection.  1  have  a  faint  recollection  at  the  moment  that  then* 
has  been  some'adjudication  upon  that  in  Illinois,  but  I  am  not  sure  and  1  am  unabk* 
to  answer  that  question;  generally  speaking,  they  have  not  been. 

Q.  (By  Mr.  Farquhar.)  Isn't  there  a  wide  difference  between  the  trade  unioD, 
reganled  with  its  trust  features,  and  a  capitalistic  combination,  in  one  or  two  very 
radical  points?  First  of  all,  can  not  a  trade-unionist  or  a  workingman  join  a  trade 
union  without  regard  to  the  amount  of  capital  that  he  contributes,  and  has  he  not 
one  vote  and  only  one?— A.  Yes;  but  will  you  permit  me  to  qualify  that  answer?  I 
look  upon  capital  as  stored  labor. 

Q.  I  am  looking  more  to  the  status,  to  find  out  where  the  workingman  stands  and 
the  capitalist  stands.  First  of  all,  is  there  not  an  open  door  for  a  man  to  join  a  trade 
union,  where  he  has  an  equal  voice  with  all  <5thers  in  the  union? — ^A.  There  are  sw 
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many  phases  of  trade  unionism  with  which  I  am  not  in  detail  familiar  that  it  is  very 
difficult  for  me  to  answer  that.  I  should  assume  that  in  most  trade  unions  there 
was  an  equality  of  vote. 

Q.  He  IS  one  man  and  has  no  privileges  over  his  brother  in  the  union? — A.  I  think 
not,  generally  speaking. 

Q.  Is  there  not  an  intention,  pafpoee,  or  whatever  expression  you  may  make,  to 
combine  workingmen  as  a  combination  of  the  weak  against  the  strong? — A.  Oh, 
undoubtedly. 

Q.  Is  not  that  sufficient  vindication  for  the  formation  of  these  organized  bodies  of 
workingmen? — A.  I  am  not  attacking  organized  bodies  of  workingmen;  I  am  inclined 
to  agree  with  the  view  that  trade  unions  or  combinations  of  labor,  by  whatever  name 
they  may  be  called,  are  absolutely  bound  to  exist  and  must  exist  in  the  condition  of 
the  centralization  of  capitalistic  interest. 

Q.  Now,  under  another  definition,  is  not  the  essential  feature  of  all  trusts  monop- 
oly?— A.  I  have  tried  so  to  express  the  idea. 

Q.  Then  every  man  who  is  m  a  trade  union  is  simply  a  unit;  he  has  not  the  com- 
mand of  more  votes  to  defend  his  own  capital  than  the  man  who  has  less  capital  put 
in.  They  are  placed  on  the  same  equal  ground;  the  door  is  open  for  every  good 
workineman  to  come  into  that  union  and  join  hands  in  expanding  its  waee  power. 
Now,  wny  can  the  word  trust  be  applied  to  organized  labor? — A.  Because  I  look  upon 
the  trust  as  bein^^  the  combination  of  financial  interests.  The  right  of  the  indiviaual 
to  pursue  his  callme  is  clearly  laid  down  in  the  Case  of  Monopolies  from  which  I  have 
read,  taken  from  the  6th  of  Coke.  Whether  it  applied  to  unions  of  laboring  men  or 
unions  of  capitalists  seems  to  me  to  make  no  essential  difference,  if  there  be  in  the 
act  itself  the  deprivation  of  an  individual  right.  Does  that  answer  the  question  as 
you  put  it? 

Q.  Yes;  that  leaves  it  a  little  more  open  than  the  first  part  of  your  answer  before. 
In  other  words,  is  it  not  a  fact,  that  divestine  the  idea  of  the  simple  assemblage  of 
men  in  the  trade  union,  they  are  just  exactly  like  the  citizens  who  come  together 
without  or  with  political  action  and  express  for  their  own  w^el&ire,  through  that 
union,  through  the  rules  and  discipline  and  regulations,  that  which  is  best  for  their 
welfare  and  the  welfare  of  their  families  and  the  welfare  of  the  community? — A.  There 
again  I  should  have  to  answer  by  sayijig  that  there  seem  to  be  very  different  kinds 
of  trade  unions.  That  some  organizations  of  labor  do  interfere  with  the  individual 
liberty  of  the'workingman  and  of  others,  I  think,  is  beyond  question.  There  seems 
to  have  been  a  great  difference  in  different  organizations,  and  some  of  the  labor 
organizations  have  been  led  by  minds  which  show  a  high  degree  of  intelligence,  and 
they  have  comported  themselves  with  great  discretion,  and  I  am  inclin^  to  think 
in  the  concrete  nave  resulted  in  no  substantial  injury  to  others;  but  there  are  organ- 
izations which  have  exercised  whatever  power  they  had  in  a  way  other  than  by  sim- 
ply coming  together  and  voting,  because  they  have  undoubtedly  exercised  the  power 
of  exclusion  to  a  point  where  others  were  deprived  of  a  privilege. 

Q.  Only  in  the  exclusion  feature;  simply  modified  by  the  apprenticeship  law  or 
something  of  that  kind? — A.  Thev  have,  sometimes. 

Q.  Is  there  a  union  in  the  whole  United  States  that  has  not  got  its  open  door  to 
the  good  workingman  and  the  fair  man  to  come  in?  That  is  the  point  I  wish  to  get 
at.  There  is  no  close  monopoly  in  the  union;  it  is  not  the  syndication  of  wealUi  to 
control  the  rights  of  other  parties  and  every  man's  rights.  Are  they  not  subserved 
in  the  organization  itself  and  every  man  a  unit  in  voting? — A.  I  do  not  think  the 
rights  are  always  subserved. 

Q.  Oh,  human  nature,  of  course,  fails  sometimes;  I  grant  it 

Q.  (By  Mr.  Ratchford.)  Do  you  hold  that  the  trade  union  is  a  combination  of 
financial  interests? — A.  It  may  be  and  it  may  not  be.  I  should  say  that  if  it  is  formed 
with  the  intention  of  creating  a  monopoly,  it  is  a  trust. 

Q.  Admitting  for  the  time  being  that  one  of  the  purposes  of  a  trade  union  is  to 
increase  wages,  there  are  still  other  purposes — the  purpose  of  shortening  the  hours 
of  labor,  the  purpose  of  providing  for  the  sickness  and  deatli  of  its  members,  the  pur- 
pose of  affording  a  decent  burial  to  its  members,  the  purpose  of  founding  a  home  for 
disabled  members,  etc.,  all  intended  to  improve  the  social  and  moral  condition  of  its 
members.  Taking  all  of  those  things  into  account,  do  you  still  hold  that  the  trade 
union,  even  thou^  its  purpose  be  to  increase  the  rate  of  wages,  is  a  combination  of 
financial  interests? — A.  I  am  not  quite  able  to  go  so  far  as  you  do.  I  did  not  mean 
to  say  so.  The  mere  increasing  of  wages  is  not  in  my  judgment  sufficient  of  itself  to 
create  a  monopoly.  The  other  elements  which  you  have  mentioned  are  absolutely, 
not  only  not  objectionable,  but  most  praiseworthy^  and  should  be  encouraged  m 
every  particular;  that  is  to  say,  taking  care  of  the  sick,  burial,  the  educational  ele- 
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nientoy  all  thcwe  thinpt  whirh  ttniM*.  innn  the  combination  of  men  to  make  men  \)etter^ 
to  promote  the  brothej'ho(Kl  of  men;  everything  in  the  combination  thai  does  ifcos 
ought  to  be  encouraged.  But  in  fso  far  as  they  have  used  the  power  to  injure  otheis 
I  8ay  it  tendii  to  create  a  monopoly.  Now,  I  do  not  specify  this  or  that  trade  unitiiL 
liecauHu  there  are  too  manv  of  them,  and  I  have  not  tneir  constitutions  and  b^'^-ians 
lief  ore  me  and  I  am  not  attempting  to  pass  judgment  on  them,  just  as  1  have  been 
unable  to  attempt  to  describe  all  of  the  combinations  of  capital.  But  I  do  say  tbit 
if  it  cH)mes  within  the  definition  which  I  have  given,  it  is  a  trust 

COMBINATION    IH   NOT   WRONG    IN   ITBBLP,  BUT  MONOPOLY  IS   ALWAYS   UNLAWFTL. 

il.  (By  Mr.  Clarke.)  Have  not  the  decisions  of  the  courts,  whether  directed 
against  trade  unions  or  combinations  of  capital,  been  confined  to  the  abuses  vesak- 
ing  from  or  incident  to  combination,  rather  than  going  to  the  extent  of  brandic^ 
combination  as  Huch? — A.  Of  courne.  No  court  that  I  am  aware  of  has  ever  said  tfatl 
mere  combination  between  individuals  was  wrong.  A  combination  to  do  a  lawful 
act  by  lawful  means  is  clearly  right  The  combination  which  is  asBailed  by  the 
t!ourts  is  undoubtedlv  usually  the  combination  whose  abuse  of  rights — ^legal  rights- 
is  checked.  You  will  please  bear  in  mind  that  I  have  never  said  that  mere  oombii^ 
tion  was  wrong,  either  in  law  or  morals.  I  have  sought  to  hed^  that,  and  that  is 
why  I  reduced  my  definition  to  the  briefest  and  tersest  terms  of  wnich  I  was  capaUe 

Q.  (By  Mr.  Jenks.)  Did  I  understand  you,  however,  to  say  that  nionopolv  wasan- 
lawful  regardless  of  the  use  that  was  made  of  it? — A.  I  believe  that  is  a  fair  dedjs- 
tion  fmin  the  common-law  decisions,  irrespective  of  statutes. 

now    FAR  MAY   WE   EXTEND  THIS   NOTION,   "AFFECTED   WFTH    A    PUBLIC    INTEREST?'' 

Q.  In  your  argument,  as  I  understood  yon,  you  made  no  distinction  between  th** 
diffi'n»nt  clantH'H  of  monopoly  so  far  as  legality  is  concerned,  although  you  ennmenued 
several  clas8c»8.  You  spoke  of  natural  monopolies;  you  spoke  of  those  that  are  oft^fi 
calle<i  capitalistic  monopolies;  but  the  illustrations  that  you  gave  were  taken  nithef 
niort*  from  the  8o-calle<i  natural  monopolies,  to  use  that  term,  than  from  thoee  that 
SiTv.  ordinarily  called  capitalistic  monopolies.  Have  the  courts  regularly  taken  the 
same  position  with  reference  to  both,  or  have  they  assumed  that  the  public  had 
more  power  of  control  over  these  quasi-public  corporations  than  over  w^hat  are  mor? 
frecjuently  called  private  corporations? — A.  Oh,  beyond  question.  The  courts  hav^ 
Ix^en  chiefl)^  engaged,  until  a  very  recent  time,  with  the  quasi-public  corporationsv 
The  dintinctively  private  corporation  has  developed  as  an  ordinary  incident  of  boa- 
iicsH  life,  and  for  the  most  part  in  a  harmless  way,  until  the  recent  developments 
have  brought  alx>ut  such  conditions  as  have  led  you  gentlemen  to  meet  here  to  ft.»n- 
sider  the  evils  growing  out  of  that.  But  excluding  one  or  two  statutes,  I  mean  stat- 
uti'H  in  the  States  and  by  Congress,  I  think  it  may  fairly  be  said  that  they  ^-enf 
aliTioHt  all  directed  at  quasi-public  corporations. 

Q.  You  used  this  expression  in  vour  discussion,  that  **  When  property  is  clothed 
with  a  public  interest,'^*  when  usea  in  a  manner  that  makes  it  of  public  consequence^ 
so  that  it  affects  the  community  at  lai^,  then  the  courts  will  make  a  special  effort  to 
control  these  corporations  and  see  that  they  do  not  injure  people.  Has  that  expre^ 
sion,  that  proj^erty  is  clothed  with  a  public  interest,  been  applied  by  the  courts  thetn- 
selves  to  any  of  these  corporations  excepting  those  of  a  quasi-public  nature? — A.  1 
think  not. 

Q.  (By  Mr.  Farqtthar.)  The  Addyston  case? — A.  That  was  not  a  corporation; 
that  wa8  an  agreement  l^etween  a  number  of  persons, 

Q.  (By  Mr.  Jenks.)  That  expression  was  not  used. — A.  No,  they  did  not  use  th^; 
but  I  want  to  say  that  the  application  of  the  Munn  v.  Illinois  case  was  carried  to  very 
great  lengths,  it  seems  to  me,  in  the  North  Dakota  case,  Brass  v.  North  Dakota,  was 
It  not? 

Q.  Yes. — A.  You  remember  that  in  the  case  of  Munn  v.  Illinois  much  of  the  aign- 
ment  of  the  court  in  applying  its  rule  was  based  upon  a  state  of  facts  which  disclos6>d 
that  there  were  some  14  warehouses  and  elevators  in  the  city  of  Chicago  which  were 
so  blendetl  with  the  conditions  of  commerce  as  to  have  become  an  integral  part  of 
them,  and  to  be  associated  both  with  rail  transportation  and  lake  transportation,  and 
it  was  under  those  circumstances  that  the  justice  delivering  the  opinion  applied  the 
law  to  the  facts.  And  subsequently  in  the  North  Dakota  case,  as  I  recollect  the  farts. 
the  situation  was  this:  An  individual  was  the  owner  of  a  moderate-sized  elevator  in 
a  little  town — a  little  village  of  only  about  100  inhabitants.     He  in  his  pleadings  s^ 

1  See  p.  1185. 


LEGISLATION — ^PUBLIC   CONTfiOL: — ^ALLEN.  1201 

forth  that  he  used  the  elevator  almoet  entirely  for  the  purpose  of  storing  grain  which 
he  had  purchased,  but  did  from  time  to  time  purchase  grain  to  ship  to  Chicago  and 
sell  in  tne  market  under  contracts  previously  made.  He  did,  however,  engage  in  the 
warehouse  business  to  the  extent  of  taking  grain  for  storage  when  other  persons 
offered  it  and  he  had  room.  Under  the  statute,  which  was  very  general  in  its  terms, 
and  which  was  to  the  effect  that  any  owner  of  a  warehouse  who  ^red  grain  for  com- 
pensation should  be  subject  to  the  regulation  of  2^  cents,  I  think,  provided  under 
the  statute,  his  warehouse  was  subject  to  rQ^[ulation  because  he  had  applied  it  to  the 
public  use  under  the  general  statute.  Notwithstanding  the  peculiar  facts  of  that  case, 
which  would  seem  to  be  a  very  extreme  application  of  Munn  v.  Illinois,  Munn  v. 
Illinois  was  sustained  by  a  majoritv  of  the  court 

Q.  It  has  been  substs^tially  uniformly  held>  if  I  understood  you,  that  it  is  within 
the  power  of  the  legislatures  so  to  control  the  railroads,  street  railways,  telegraph 
lines,  and  so  on,  all  of  these  quasi-public  corporations,  as  even  to  fix  rates  for  them? — 
A.  Yes. 

Q.  But  if  I  understand  you,  in  these  elevator  cases,  all  of  them,  it  is  simply  an 
extension  of  the  principle  to  elevators  because  elevators  are  supposed  also  to  be  trans- 
porting agenciesr— A.  Precisely. 

Q.  Now,  the  expression  that  I  called  up  was,  *' When  property  is  clothed  with  a 
public  interest."  Would  you  judge  that  this  late  Dakota  case  would  justify  the 
extension  of  that  expression  to  corporations  that  should  have  so  nearly  a  monopoly 
of  some  necessary  of  life  that  the  public  were  very  much  interested  in  it,  as  for 
example  sugar,  so  that  a  statute  fixing  a  maximum  price  of  sugar  would  be  upheld 
by  the  courts  as  constitutional  on  this  principle? — ^A.  I  can  not  go  so  far  as  vour  illus- 
tration. In  the  application  of  law  to  facts,  I  doubt  whether  that  would  be  held  to 
be  constitutional;  out  if  out  of  the  complexities  which  environ  the  situation  there 
can  be  derived  a  state  of  facts  which  makes  plain  to  the  minds  of  the  court  that  there 
is  a  public  interest  in  the  exercise  of  the  functions  of  the  corporation,  I  think  they 
will  extend  the  principle  and  ^u^ht  to  extend  the  principle  to  that  extent.  In  any 
specific  enumeration  of  the  circumstances  I  am  not  prepared  to  answer  the  question. 
Q  Your  line  of  argument  would  seem  to  show  this,  that  if  it  can  be  shown  that 
one  corporation  controls,  we  will  say,  90  or  95  per  cent  of  the  output  of  a  necessary 
of  life' uke  sugar,  that  does  in  itself  constitute  a  virtual  monopoly;  and,  if  I  under- 
stood you,  you  thought  that  the  courts  under  the  common  law  would  probably  stand 
ready  to  dissolve  that  corporation  because  it  was  a  monopoly,  and  to  hold  it  an  illegal 
combination? — A.  That  is  carrying  the  idea  of  the  common  law  to  an  extreme  extent. 
I  should  hesitate  somewhat  to  go  quite  so  far.  If  the  corporation  is  le^ly  organized 
and  is  conducting  its  business  lawfully,  it  is  a  serious  question  whether  the  courts 
have  a  right  to  dissolve  that  corporation. 

THE   INTENTION   TO   CRBATK   A    MONOPOLY    IS  ESSENTIAL   TO   THE   IDEA    OF   A   TRUST,    AND 

IS  TO  BE  SHOWN  BY   EVIDENCE. 

Q.  How  are  you  going  to  draw  the  line  between  lawful  and  unlawful  corporations? 
You  used  such  expressions  as  unlawful  corporations,  unlawful  monopolies,  and  so  on,  a 
great  many  times,  and  your  words  seciaea  to  involve  an  assumption  that  all  corpora- 
tions that  were  large  enough  and  controlled  enough  of  the  output  to  have  a  virtual 
monopoly  were,  merely  by  reason  of  that  fact,  unlawful.  Did  vou  intend  to  take 
that  position? — A.  I  think  if  you  will  analyze  what  I  said  a  little  more  closely  you 
will  find  it  does  not  go  quite  so  far. 

Q.  That  is  what  I  wanted  to  find  out. — A.  The  idea  I  had  in  my  mind  is  very 
well  defined  in  the  Missouri  case  which  I  have  referred  to,  where  it  is  possible  to 
trace  into  the  incorporation  itself  the  intent  to  create  a  monopoly.  Therd  the  facts 
were  different  from  what  they  would  subsequently  be  made,  no  doubt  If  the  intent 
can  be  shown  evidentially,  I  think  the  ultimate  conclusion  follows  of  the  right  to  dis- 
regard the  incorporation,  to  annihilate  it,  as  contrary  to  the  law  against  comoinations. 
That  was  shown  in  the  Lead  Company  case  by  the  fact  that  the  constating  instru- 
ment or  agreement  between  stockholders,  whereby  they  vested  all  their  rights  in  the 
trustees,  conferred  upon  them  specifically  the  right,  and  instru  ted  them,  as  I  recol- 
lect it,  to  form  a  corporation  t  ^rry  out  the  purposes  of  the  trust.  There  was  the 
evidence  furnished  that  the  corporation  was  a  continuance  of  the  trust.  No  doubt 
many  corporations  might  be  fonned  which  would  not  have  in  them  the  evidences  of 
a  trust,  and  therefore  the  court  could  not  reach  that  element,  which  seems  to  me  to 
be  an  espential  part  of  the  case;  that  is,  the  intent  to  create  a  monopoly;  but  I 
should  consider  that  rather  as  evidential  than  as  fundamental.  Much  of  what  I  said 
had  in  view  this  idea  first.  It  must  necessarily  be  that  in  many  cases  existing  abuses 
can  not  be  corrected,  because  rights  have  become  fixed;  but  for  the  purposes  for  which 
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I  ani  afUlreHHitif;  thin  rommifl^ion  that  inak««i  no  difference  to  nie,  liecaose  this  cooh 
nnHf*ion  ih  ankins  for  nK*tho<lH  by  which  thone  abuses  can  \^.  correcte<i  for  the  futanr; 
and  therefore  wnetlier  or  not  the  cxmrti^  to-<la^  will  reach  a  little  further  than  a  glTei 
line  in  of  lew  conwHiuencv,  from  my  point  oi  view,  than  whether  they  can  be  made 
by  any  form  of  law,  even  by  constitutional  amendment  if  neoesBary,  to  reach  tfail 
further  point,  whi(*h  is  (>>«^ntially  a  question  of  a  fundamental  abose'of  power. 

Q.  (Hy  Mr.  Clarke.)  I  judge,  by  what  you  have  said  in  this  answer,  that  y<n 
coiiHider  the  intent  in  some  of  these  corporations  inferential  from  the  existence  d 
the  <f  )nibination  itself,  even  when  it  is  not  declared  in  the  articles  of  agreemoit.  h 
it  not  your  underetandin^  that  the  decision  of  the  Supreme  Court  in  the  Addjistcc 
|)if>e  case  turns  uix)n  the  abuse's  which  were  clearly  set  forth  in  the  agrenneot 
Itself? — A.  Yes;  it  was  plainly  a  decision  hated  upon  a  specific  asieement  which  ihe 
(X)urt  held  to  be  in  restraint  of  trade  between  the  Htatee,  and  as  limiting  the  mpplj 
and  increasing  prices  in  connection  with  interstate  commeroe. 

Q.  You  have  said  that  you  would  consider  the  Federal  Steel  Company  a  tnet 
You  have  no  evidence  that  there  ia  anything  in  their  articles  of  agrreement  that  pro- 
poses to  set  up  a  monoi>oly  or  to  control  production  or  prices,  either  or  genenllf 
within  alimitiHl  fiehl.  have  you? — A.  I  am  quite  sure  that  you  will  find  nothing  in 
any  answer  of  mine  that  ])n>iends  to  have  any  personal  knowledge  of  anything  oon- 
nected  with  the  FtHlcral  Stet»l  (V)nipiny.  I  was  answering  a  hypothetical  case  ia 
which  Professor  Jenks  made  use  of  illustrative  terms;  and  even  in  that  case  I  think 
I  discriminaUni  s')niewhat.  I  have  nothing  to  say  with  reference  to  the  Federal  Steel 
(/ompany,  betrause  I  have  not  adequate  information. 

Q.  The  mere  fact,  then,  that  a  coiporation  carries  on  a  variety  of  bnsinese,  the  dif- 
ferent kinds  l)eing  contributory  and  helpful  to  each  other,  does  not  in  your  judgsKst 
constitute  a  nionoiK^lv  or  a  trust? — A.  ^ot  necessarily,  as  you  stated. 

Q.  (By  Mr.  A.  K.  il  arris.)  As  to  the  drawing  of  the  line  l)etween  the  lawful  aod 
the  unlawful  combinations  of  capital,  is  not  that  largely  a  question  of  fact?— A 
Al)Holutelv. 


WHAT   IS   INTERSTATE  CX)M MERCS? 


Q.  (By  Mr.  Jenks.)  So  far  a.^  I  am  able  to  judge,  the  differences  of  opinion  with 
reference  to  the  i)owers  of  the  Unite<l  States  courts  over  interstate  commerce  turn 
almost  entirely  ujKJn  the  definition  of  the  term.  You  have  used  the  expressoo 
several  times  and  have  cite<i  several  cases  in  connection  with  it.  Will  you  go  into 
the  matter  a  little  further  than  you  did  in  your  argument?  Will  you  tell  ns  just 
what  you  mean  by  interstate  commerce? — A.  I  will  try,  though  you  have  opened  up 
a  fieUf  that  might  lea<l  to  my  reading  you  a  longer  paper  than  1  read  you  this  morn- 
ing if  I  were  to  attempt  to  cover  the  whole  topic.  1  understand  the  formation  ci 
the  C^)nstitution  of  the  lTnite<l  States  to  have  been  based  upon  two  necessities:  Fint 
the  ne<>ossLty  and  the  overwhelming  demand  of  the  people  at  that  time  that  State 
sovereignty  should  not  lie  given  up;  and  on  the  other  hand,  the  recognition  by  the 
franiers  of  the  Constitution  that  it  was  not  possible  to  have  a  United  States  in  fart 
without  so  defining  the  powers  as  to  make  a  unified  body  for  all  purposes  for  whidi 
one  nation  was  neiHliHl.  The  evils  which  had  been  found  in  the  ori^nal  Confederi- 
tion  were  princiiwUv  derivtMi  from  the  want  of  central  authority.  It  was  manifest 
even  in  the  days  of  the  formation  of  the  Constitution  that  to  oiganize  what  were 
then  13  States,  with  possibilities  of  more,  and  to  let  each  have  control  of  commerce 
l)etween  the  Staters,  would  \)c  to  make  13  independent  sovereignties  which  would  fall 
ajmrt  as  the  members  of  the  original  confederation  had  fallen  apart  Therefore,  the 
cliinse  known  as  the  interstate-commerce  clause,  giving  Congress  jurisdiction  over 
interstate  commence  and  all  commerce  with  foreign  nations  and  the  Indian  tribt^s, 
was  made  a  part  of  the  powers  specifically  conferred  upon  Congress,  that  there  might 
be  one  nation  for  the  purposes  of  commerce.  I  understand  the  interpretation  of  thst 
clause  by  the  Supreme  Court  of  the  United  States  to  have  followed  along  a  line 
which  interpreted  the  power  to  l)e  absolute  in  Congress  the  instant  the  question 
l)ecame  one  of  commerce  between  two  States.  Now,  commerce  between  two  Statt*« 
may  go  on  in  a  great  varietv  of  ways,  and  I  could  not  attempt  to  enumerate  them 
from  memory,  but  I  will  encieavor  to  express  myself  by  saying  that  everything  which 
is  held  to  be  distinctly  within  the  purview  of  commerce  between  the  States  is  hel«i 
])y  the  Supreme  C/Ourt  of  the  United  States  to  be  retained  in  the  powers  of  Congreae 
until  Congress  8]>ecifically  releases  the  limitation  and  itself  defines  regulations. 

CX5NORESS  SHOULD   DEFINE   INTERSTATE  COMMERCE. 

Q.  In  your  fifth  suggestion  you  say  that  Congress  should  provide  by  statute  that  a 
corporation  organized  under  the  laws  of  one  State  under  conditions  whicli  violate 
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the  lawB  of  another  State,  as  being:  in  restraint  of  commerce  or  tending  to  create  a 
monopoly,  can  not  engage  in  commerce  between  any  other  State  and  such  prohib- 
itive State.  In  framing  a  statute  along  the  lines  of  vour  suggestion,  would  it,  m  your 
judgment,  be  possible  to  define  in  the  statute  itself  what  was  meant  by  interstate 
commerce  in  a  way  that  might  ^de  the  courts? — A.  You  ask. me  another  difficult 
(question.  I  am  not  in  the  position  of  a  legislator.  The  qualities  which  go  to  make 
lip  a  legislator  are  somewhat  different  from  those  of  the  lawyer.  Nevertheless  I 
believe  that  the  safe  way  to  do  would  be  to  make  definitions  in  the  preliminary  leg- 
islation cautiously  and  a  step  at  a  time,  so  that  experience  might  determine  that 
Bvhich  is  wise  ana  discriminate  it  from  that  which  is  unwise,  even  though  it  should 
lot  in  the  first  instance  cover  all  cases  which  might  appear  to  be  dangerous.  In  other 
^ords,  I  believe  in  cautious  and  gradual  legislation  about  such  important  matters; 
)ut  with  that  statement  I  should  say  it  is  possible  to  express  in  eacn  statute  within 
reasonable  limits  what  is  to  be  covered  by  that  statute.  Do  I  make  myself  plain 
low? 

Q.  If  I  understand  your  answer,  it  would  mean  this:  That  a  statute  drawn  in 
accordance  with  your  suggestion  filed  here  would  enumerate  two  or  three  specific 
hing^  that  were  understood  by  Congress  itself  as  being  interstate  commerce.  Those 
lefinitions  would  be  put  into  we  statute  itself  with  the  expectation  that  the  courts 
roold  follow  that  suggestion  as  to  what  was  meant  by  interstate  commerce? — A.  If 
ou  are  asking  me  my  opinion  of  the  powers  of  Congress 

Q.  (Interrupting.)  It  is  not  a  question  of  powers;  it  is  a  question  of  judging  the 

risdom A.   (interrupting.)  The  wisdom  of  framing  a  statute  of  that  kind.    On 

he  line  of  wisdom  I  always  believe  in  going  very  cautiously  and  very  slowly.  Attack 
ach  evil  as  you  meet  it,  but  do  not  legislate  hypothetically  or  on  mere  abstract 
rinciples. 

Q.  There  have  been  a  good  many  statutes  that  have  used  that  expression  '4nter- 
ate  commerce.''  Bills  are  now  pending  before  Congress  forbidding  certain  things 
lat  are  connected  with  interstate  commerce ;  but  if  I  may  judge  from  your  own  answer 
moment  ago,  nobody  knows  exactly  what  interstate  conmierce  is.  The  question  is 
hether  Congress  can  aid  in  clearing  up  that  matter  in  its  legislation  itself? — A.  Oh, 
idoubtedly.  I  believe  that  the  particular  function  of  Congress  at  this  time  is  to  clear 
3  doubt  by  saying  what  it  means  and  leaving  unsaid  what  it  does  not  mean. 
Q.  That  IS,  when  it  is  legislating  with  reference  to  interstate  commerce,  it  should 
ifine  in  the  statute  itself  precisely  what  it  means  by  interstate  commerce  for  the 
irposes  of  that  statute? — A.  That  is  what  I  mean. 

Q.  You  think  that  it  will  attempt  to  define  interstate  conmierce  on  that  principle? — 
.  Oh,  undoubtedly. 

WHAT  IS  IXTBB8TATE  COMMBRCB  (rBSUMEd)  . 

■ 

Q.  (By  Mr.  Stimson.)  When  a  man  in  New  York  sells  goods  to  a  man  in  Pennsyl- 
nia  which  are  paid  for  in  New  York,  is  that  interstate  commerce? — A.  The  sale  is 
uie  in  New  York,  the  goods  are  shipped  from  New  York  to  Pennsylvania,  the 
yment  is  made  in  New  York;  my  recollection  is  that  the  cases  tend  to  hold  that 
It  is  a  contract  made  in  New  York  to  be  executed  in  New  York;  but  for  the  pur- 
ses of  my  point  here  it  ought  to  be  interstate  commerce. 

}.  A  man  in  New  York  sells  goods  to  a  man  in  Pennsylvania,  but  payable  in  Penn- 
vania;  in  other  words,  the  title  only  passes  in  Pennsylvania.  Does  that  make  any 
ference  in  your  mind?  Is  that  more  clearly  interstate  commerce  than  the  other? — 
Under  existing  decisions,  I  think  it  is;  irom  my  point  of  view  it  ought  not  to 
ke  any  difference. 

I.  1  do  not  think  so. — ^A.  But  under  existing  law  it  is,  as  I  understand  it. 
I,  Under  existing  law,  of  course. — A.  I  understand  there  is  a  distinction. 
I.  Then  the  law  to-day  is  that  the  test  is  whether  the  title  passes  after  or  before  it 
/es  the  home  State? — A.  Yes,  I  believe  that  is  the  main  test. 
I.    (By  Mr.  Phillips.)  Is  an  individual  or  a  corporation  engaged  in  interstate  com- 
rce  in  manufacturing  goods  in  one  State  and  shipping  them  to  another? — A.  Yes; 
,  that  is  interstate  commerce. 

ITATUTBS  ABE  YALUABLB,  EVBN  IN  ENFORCING  PRINCIPLES  OF  THE  COMMON  LAW. 

.  (By  Mr.  Stimson.)  You  said  that  combinations  of  corporations  in  the  same  line 
usinciSB  always  tend  to  create  a  monopoly — that  is,  they  seek,  they  have  a  tendency, 
lain  tain  prices  and  limit  output — and  such  you  said  have  been  declared  illeeai 
er  the  trust  statutes  and  also  under  tlie  common  law  concerning  restraint  of  trade; 
ifi  subfltantially  the  sentence  boiled  down?— A.  Yes. 
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Q.  Do  yon  know  of  any  caae  in  any  State  where  any  court  bas  yet  held  socli  t 
combination  unlawfal  under  any  trust  statute  that  it  mignt  not  also  haTe  h^d  nnkv- 
fnl  under  the  common  law  in  restraint  of  trade,  leaving  out  for  the  monoent  this  hlf? 
St.  Louis  case? — A.  I  think  not  If  there  is  any  point  of  discrimination  betireea 
cases  decided  at  common  law  and  cases  decided  under  statutes,  it  is  descriptive  rather 
than  fundamental,  expressive  of  the  language  of  the  statute;  but  the  dedsion  is  ia 
nearly  every  instance  founded  on  well-defined  common>law  princnples. 

Q.  (By  Mr.  Jbnks.)  Would  that  answer  of  yours  imply  this,  that  the  antilnst 
statutes  of  the  different  States  that  have  been  passed  are  practically  unneoeaBary,  and 
that  the  citizens  and  their  rights  would  be  protected  as  efficiently  and  as  well  under 
the  (X)mmon  law  as  under  these  statuteel? — ^No;  I  do  not  think  so.  I  tried  to  show  in 
my  written  statement  that  concrete  conditions  called  for  concrete  statotes  wfakb 
shall  so  describe  the  objects  sought  to  be  reached  that  it  will  not  leave  the  dedaca 
to  antiquated  forms. 

Q.  (By  Mr.  Stimson.)  And  does  that  amount  after  all  to  more  than  codifyiaf 
common  law? — A.  Well,  it  is  pro  tanto  codification,  if  you  will;  but  while  I  am  not 
an  advocate  of  general  codification,  I  am  a  believer  in  a  certain  amount  of  codi&»- 
tion  to  carry  out  that  same  idea  which  I  just  sought  to  express,  namely,  that  if  toq 
want  to  have  the  courts  intelli^ntly  determine  what  the  law  shall  be  about  tb^ 
system  of  elevators  in  Chicago,  it  is  wiser  to  define  the  obligations  of  the  managen 
or  owners  of  the  elevators  tluui  to  leave  the  courts  to  probe  back  to  Coke's  time  aad 
find  a  little  wharf  case  to  apply  or  not  to  apply,  according  to  the  individual  jiKlfe'f 
view  of  whether  it  fits  the  case  or  not.  But  on  the  other  hand,  I  have  eonght  in  mj 
written  statement  to  emphasize  the  fact  that  the  strength  of  the  common  law  lis^  ia 
the  fact  that  when  the  statutes  are  silent  the  courts  will  go  back  to  tiiose  primeni 
times  and,  taking  a  case  based  upon  the  simple  methods  of  that  time,  will  apply  it  u> 
the  complex  methods  of  these  times. 

Q.  In  other  words,  such  antitrust  laws  are  valuable  for  the  purpose  of  infonnine 
the  public  as  to  what  the  law  is,  and  possiblv  of  informing  not  too  deeply  educated 
lawyers  or  judges  what  the  law  ii(? — A.  That  is  one  way  of  putting  it;'  but  I  an 
unable  to  separate  the  judges  from  the  public. 

Q.  I  am  not  attacking  the  trust  statutes,  but  I  simply  want  to  know  whether  too 
think  they  have  yet  succeeded  in  gettine  any  new  principle? — A.  No,  I  do  not;  W 
what  I  did  want  to  say,  following  what  I  said  a  moment  ago,  was  this:  If  the  pal^% 
as  you  call  it,  needs  education  to  understand  a  concrete  condition,  I  am  unable  to 
deauce  from  ray  experience  the  conclusion  that  the  judges  do  not  need  the  same 
education;  because,  without  wishing  in  that  remark  to  slight  either  the  learning  or 
the  ability  of  our  judges,  it  is  an  undoubted  fact  that  the  judge  is  after  all  an  expno- 
sion  of  the  public  on  all  matters  which  relate  to  public  concerns  and  which  aie  n^ 
strictly  technical,  along  lines  of  individual  interests. 

RESTRAINT  OP  TRADE  700  YEARS  AQO. 

Q.  Just  to  supplement  what  yon  said  about  how  old  this  law  is,  von  went  back  300 
or  400  years.  I  nnd  here  this  case,  which  you  probably  remember,  Sut  did  not  quote— 
the  Abbot  of  Lilleshall,  in  England — which  goes  back  to  1221,  I  think;  it  was  onlr 

Srinted  a  few  years  ago;  that  is  nearly  700  years,  is  it  not,  and  that  applies  to  this, 
oes  it  not? — A.  Yes;  and  I  shall  be  very  much  obliged  to  you  if  you  wul  refresh  my 
memory  by  reading. 

Q.  (Keadin^.)  "The  Abbot  of  Lilleshall  complains  that  the  baili^  of  Shrewsbon- 
do  him  many  mjuries  against  his  property,  and  that  they  have  caused  a  prodamatios 
to  be  made  in  the  town  that  none  be  so  bold  as  to  sell  any  merchandise  to  the  Abbot 
or  his  men  on  pain  of  forfeitinj^  10  shillings."  That  is' the  case  substantially.— A. 
Yes;  I  remember  it  in  connection  with  the  work  I  did  once  before,  which  involved 
an  examination  of  that 

EVIDENCE  WHICH   MAY  SHOW  THE  INTENTION  TO  CREATE  A  MONOPOLY. 

Q.  Now,  to  go  from  the  oldest  to  the  newest— this  Missouri  statute,  which  does 
seem  to  me  to  come  as  near  as  any  antitrust  statute  to  giving  a  new  principle  under 
the  law — I  want  to  ask  just  the  clause  of  Ihat  statute  under  which  the  lead  trust  inis 
declared  to  be  a  trust  obnoxious  to  the  law.  I  see  section  I  of  the  statute  says  in 
substance,  '^No  corporation  organised  under  the  laws  of  this  or  any  other  State  for 
transacting  any  kind  of  business,  etc.,  who  shall  create,  enter  into,  become  a  mem- 
ber of,  or  a  party  to  any  pool,  trust,  agreement,  combination,  confederation,  orande^ 
standing  with  any  other  corporation,  etc.,  to  relate  or  fix  the  price  of  any  article  oi 
merchandise,  etc.,  or  to  limit  the  amount  or  quantity  of  any  article  manufactured,  etc, 


LEGISLATION — PUBLIC   CONTROL  :7-ALLEN.  1205 

shall  be  deemed  guilty  of  conspiracy  and  subject  to  this  act.''  That,  I  preeome,  was 
the  section  under  which  this  corporation  was  found  guilty? — A.  Yes. 

Q.  Now,  there  are  two  other  questions  I  want  to  ask  on  that.  In  the  first  place,  if 
you  think  on  the  question  of  fact,  whether  that  corporation  was  under  the  pronibition 
of  the  statute,  if  it  had  ^ne  to  a  jury  it  would  have  been  decided  as  a  fact  that  it  was 
a  corporation,  as  did  this  case? — A.  That  case  did  go  to  a  jury  and  was  reversed  on 
the  eround  that  certain  errors  had  occurred,  with  orders  to  remand  the  case,  as  I 
recollect,  for  a  new  trial. 

Q-  Now,  my  difficultjr  is  one  that  you  had  in  your  mind,  as  appears  from  your 
using  the  word  'intention."  The  only  word  in  this  statute  which  you  can  get  that 
under  is  the  word  '* understanding,"  perhaps.  '* Confederation  or  understanding." 
Those  last  words  might  include  the  intention — ^mere  intention  without  the  expressed 
parpose  to  create  a  partial  monopoly,  I  presume? — ^A.  Yes,  but  I  think  if  you  will 
[ollow  down  you  will  find  just  such  langua^  with  reference  to  limiting  output  or 
raising  prices  as  being  taken  in  connection  with  the  word  combination — that  is  the 
iefinition  I  have  given. 

Q.  You  mean  nt>m  the  decision  or  in  the  law? — A.  From  the  first  section  from 
which  you  have  read  almost  at  length:  ''Who  shall  create,  enter  into,  become  a 
DQember  of  or  a  party  to  any  pool,  tmst,  agreement,  combination,  confederation,  or 
understanding,  with  any  other  corporation,  partnership,  individuals,  or  any  other 
person  or  association  of  persons,  to  regulate  or  fix  the  price  of  any  article  of  mer- 
chandise, or  commodity,  or  shall  enter  into,  become  a  member  of,  etc.,  any  oombi- 
nation  or  confederation  to  fix  or  limit  the  amount  or  quantity  of  any  commodity  or 
Bu-ticle."  I  think  those  words  necessarily  carry  the  idea  of  fixing  that  which  is 
to  result  in  an  injury  to  others,  the  fixing  of  prices  or  the  limiting  of  the  output, 
as  tending  to  monopoly. 

Q.  They  do  so  far  as  the  intention  is  expressed  clearly,  and  I  agree  with  you  that 
they  also  do  probably  if  the  intention  is  not  expressed,  but  can  to  read  into  a  series 
of  transactions,  but  the  point  I  am  coming  to  is  in  the  case  you  put  yourself.  Sup- 
pose a  combination  of  (persons,  a  combination  absolutely  l^al  in  all  respects  on  its 
lace,  where  there  is  no  increase  even  of  capital  stock,  where  there  is  notning  what- 
ever in  any  part  of  the  transaction  to  indicate  the  fact  of  a  combination,  to  create  a 
monopoly,  to  raise  prices  and  limit  the  output;  but  as  men  of  sense,  you  and  I  know 
that  tney  combined  in  order  to  do  that,  ana  that  that  would  be  the  result.  How  can 
you  reach  that  by  any  statute  that  you  can  devise? — A.  You  can  not,  any  more  than 
you  can  prove  a  man  {pilty  of  murder  by  mining  a  statute  on  him. 

Q.  In  other  words,  if  you  chai^  a  person  under  this  or  any  statute  with  being  a 
party  to  an  obnoxious  trust,  solely  because  you  say  you  are  willing  to  assume  that  the 
result  of  his  actions  will  be  to  create  a  partial  monopoly^  is  that  a  thing  of  which  the 
law  can  take  cognizance  until  it  has  nappened? — A.  The  way  you  state  it,  I  think 
not,  sir.  In  other  words,  you  must  prove  the  elements  for  the  cause  of  action,  or 
your  cause  of  action  is  demurrable;  and  if  upon  a  good  petition  you  fail  in  your 
proof  you  go  out  of  court  on  a  demurrer  to  the  evidence. 

Q.  To  put  the  case  at  the  strongest,  then,  suppose  that  all  corporations,  partner- 
ships, and  individuals  in  a  certain  industry  in  the  United  States  combine  mto  ond 
corporation  which  has  an  absolute  practical  monopoly,  a  100  per  cent  monopoly; 
there  might  be  nothing  in  the  by-laws  or  corresponaence  or  anything  you  can  see  in 
the  writing  to  indicate  any  intent  to  create  a  monopoly.  Do  you  mean  to  say  that 
they  can  not  be  reached  under  this  statute,  or  any  statute  that  could  be  drawn,  or  do 
^ou  not?  I  do  not  wish  to  put  it  in  a  leading  way. — A.  If  I  were  sitting  as  a  judge, 
lir,  I  should  probably  have  to  decide  that  they  did  not  come  within  the  designation 
>f  the  facts  as  you  state  them;  but  I  should  want  very  much  to  be  a  legislator  to 
nake  some  legislation  that  would  bring  them  within  something  which  did  reach 
iiem. 

Q.  Take  that  very  case;  is  it  quite  so  certain  as  that?  Can  not  the  judge  leave  it  to 
;he  jury  with  instructions  to  find  from  the  acts  what  the  jury  believe  to  be  their 
ntentions,  although  not  expressed  in  writing,  or  on  paper,  or  in  any  article  or 
>y-law8? — A.  If  I  understand  your  hypothetical  question,  you  have  given  me  a  case 
n  which  there  is  no  evidence  of  the  cause  of  action;  therefore,  the  court  has  no  right 
o  submit  the  case  to  the  jury,  for  as  a  matter  of  law  there  is  no  evidence  before  the 
!Ourt. 

Q.  Then,  my  difliculty  is  to  see — I  understood  you  to  sav  that  there  are  many 
rusts  formed  where  the  intention  is  not  expressed,  as  in  t'he  Addyston  case,  but 
vhere  on  its  face  it  is  a  mere  combination,  aJthougn  the  motive  ana  intention  and 
he  probable  result  are  to  create  monopoly.  I  imderstood  you  to  say  that  that  could 
>e  met  by  legislation  as  it  was  perhaps  met  in  Missouri. — ^A.  It  is  pretty  hard  for  me 
o  segr^ate  all  I  have  said,  or  remember  what  I  said  exactly  as  you  state  it  to 
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me.  Legislation  can  not  core  all  evils.  I  tried  to  say  that  legislation  is  the  expi» 
sion  of  the  public  will  applied  to  concrete  conditions;  it  must  be  gemetaL  To  pity?e 
a  case  you  must  have  your  facts  within  your  legislation;  that  is,  you  may  pas  uy 
number  of  statutes,  and  if  you  can  not  prove  the  tacts  the  courts  can  not  esmrot  tbs 
statutes.  I  did  not  mean  to  be  understood  as  saying  that  every  combiDatioii  in  exsi- 
ence  to-day  which  might  have  in  it  the  elements  of  the  virtual  monopoly  oookl  be 
reached,  because  you  must  be  able  to  prove  your  case;  and  if  I  seemed  to  ny  that 
every  combination  of  that  kind 

Q.  I  said  some. — A.  Well,  everything  I  said  as  to  what  oould  be  donewithacoiB- 
bination  in  the  courts  was  necessarily  predicated  upon  proof  of  what  fcHimed  ihi 
gravamen  of  the  thing  chai^ged. 

Q.  Perfectly  clear.  But  perhaps  1  can  make  clearer  my  difficulty  by  stating  it  ia 
this  way:  I  understood  that  you  were  advising  remedies  to  cure  tmsts,  and  twfoi 
thought  it  was  possible  to  devise  remedies  by  statute  which  would  help  ^ecise,  aod  I 
also  understooa  you  to  say — these  are  my  own  words,  perhaps — that  the  most  insdi- 
oiiH  form  of  trusts  was  the  one  where  many  corporations  or  individuals  combined  vitti 
the  intention  of  monopolizing  their  trade,  but  were  careful  not  to  ^ow  by  anytiuBir 
in  their  articles,  charters,  franchises,  by-laws,  or  correspondence  that  they  bad  Uat 
intention.  We  are  now  talking  about  trusts  which  are  at  the  beginning  obnozioitf  to 
the  law^ — I  mean  in  their  oraamzation  primarily,  before  they  sell  goods.  Now,  tbii 
is  a  theoretical  position,  and  if  you  can  not  punish  the  intention  of  monopolj  nn 
can  not  punish  anything,  it  seems  to  me,  provided  they  have  not  shown  their  isaf^ 
in  organizing  their  (corporations. — A.  I  am  sure,  sir,  that  as  a  very  able  Lawyer  tm 
will  remember  that  the  courts  are  full  of  cases,  from  early  conunon-law  times  to  tic 
latent  reports,  in  which  there  have  been  actions  broujght  both  in  law  and  in  equity 
involving  elements  of  fraud,  and  the  courts  have  invariably  declined  to  define 
fraud;  but  if  they  have  had  facts  from  which  they  could  deduce  the  condoaoo. 
as  a  matter  of  law,  that  there  was  a  fraud,  they  have  found  on  the  petition  or  the  Uli 
in  equity,  as  the  case  might  be,  in  favor  of  the  complainant.  Now,  the  idea  I  bare 
in  my  mind  is  cUxtely  analogous  to  that.  You  can  only  make  your  law  with  dilu- 
tions which  mean  something,  when  there  are  facts  that  substantiate  it,  and  too  gsi 
not  prove  a  case  against  a  corporation  when  you  have  no  fsucts. 

Q.  I  understana  you  to  mean  that  althougn  you  may  have  merely  this  case,  thst 
all  or  most  of  the  corporations  or  firms  in  the  line  of  Dusiness  deeded  over  all  thdr 
property  to  a  new  corporation  absolutely,  and  although  you  had  no  facts,  thatnem- 
thelcHs  the  court,  or  tne  jury,  acting  under  the  court's  instructions,  could  infer  &»» 
from  these  facts;  that  is,  I  mean  could  infer  the  intention  of  monopoly  from  these 
facts? — A.  I  have  been  trying  to  answer  your  question  in  general  terms..  If  yoa 
will  permit  me  to  answer  it  in  what  I  conceive  to  be  the  practical  aspect,  >s  I 
sought  to  make  it  in  my  written  statement,  I  will  state  this:  I  find  it  difficult  to  imit^ 
ine  that  that  which  is  what  you  and  I,  as  you  have  stated,  understand  or  know  tote 
a  tnist  could  be  formed  of  competing  concerns  between  St.  Louis  and  New  York 
without  somewhere  in  that  long  chain  a  link  that  we  might  get  hold  of,  if  we  w^ 

attorneys  endeavoring  to  present  the  case. 

« 

STATE  SUPERVISION. 

Q.  If  I  mav  ask  two  or  three  questions  on  the  recommendations.  As  totheseooo^ 
one.  "Each  State  should  so  readjust  the  laws  regarding  all  corporations,  priTste^ 
well  as  quasi  public,  that  their  corporate  functions  shall  he  exercised  unda*  as  mm 
and  as  careful  official  inspection  as  will  make  them  fairly  answerable  to  the  pam 
and  prevent  them  from  exceeding  their  charter  powers,  and  from  violations  of  to*. 
unknown  to  the  public."  There  you  mean  State  supervision  solely? — A.  Yes,  I  had 
reference  entirely  to  the  States,  and  I  endeavored  in  my  further  explanation  of  tlw 
80  to  state. 

A  OOEPORATION  OF  NATIONAL  EXTENT  CAN  ONLY  BE  DEALT  WITH  ON  NATIONAi 

OKOUNDS. 

Q.  "Each  State  can  provide  that  no  foreign  corporation  shall  do  business  witAin 
its  borders  without  contorming  to  its  laws."  That  the  States,  of  course,  can  da  Do 
you  think  that  the  United  States  itself,  with  an  act  of  Ck)ngre8s,  could  provide  th«* 
corporation  of  Delaware  could  not  do  business  in  Massachusetts  without  conibrmu^^J 
the  laws  of  that  State? — A.  That  is  a  very  difficult  question  to  answer.  ItisngW 
n  the  dividing  line  of  State  and  Federal  jurisdiction,  rather  at  the  ultimate jxHnt, 


upo 

if  I     -,     - 

with  all  poweiij  implied  necessary 


if  I  may  say  so.     Believing  as  I  do  that  there  are  defined  powers  given  to  Oongw*r 

to  enforce  them,  but  that  notwithstanding  theulD* 
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mate  soyereignty  was  reserved  to  the  States  respectively  and  to  the  people— I  do 
not  wish  to  go  too  far  in  that  suggestion,  but  the  utterances  of  the  Supreme  Court 
of  the  United  States  have  ^ne  so  far  that  I  am  inclined  to  think  that  where 
l^^lation  is  a  part  of  the  inherent  powers  of  Congress  nothing  can  stop  them; 
they  will  again  in  the  future  be  declared  to  be,  as  they  have  been  declared  in  the 
past  to  be,  supreme;  and  I  want  to  add  that  I  believe  that  the  tremendous  con- 
centration ana  centralization  of  the  industrial  combinations  from  all  parts  of  the 
country  is  going  to  be  a  very  potent  factor  in  developing  that  class  of  public  senti- 
ment which  finds  expression  m  judicial  sentiment,  that  if  one  corporation  can  con- 
trol all  of  the  output  of  the  country  there  is  only  one  power  that  can  deal  ynth  it. 
The  corporation  becomes  in  effect  national,  and  it  can  only  be  dealt  with  on  national 
grounds. 

Q.  The  latter  part  of  your  fourth  suggestion  brings  out  much  the  same  point  We 
have  already  spoken  of  the  substantial  facts.  You  suggest  that  the  States  should 
provide  that  stockholders  of  local  corporations  should  not  combine  by  agreement, 
etc.,  with  the  stockholders  of  other  corporations  out  of  the  State  when  the  effect  of 
such  an  agreement  and  the  formation  of  the  corporation  thereunder  is  in  general 
restraint  of  trade  and  tends  to  produce  a  virtual  monopoly.  There  also,  I  suppose, 
that  would  be  determined  by  a  jury,  would  it  not?  Whether  the  effect  of  such  an 
agreement  was  in  general  restraint  of  trade  would  be<t  question  of  fact? — A.  Yes,  a 
question  of  fact;  yes.  It  would  depend  upon  the  nature  of  the  action  wheUier  it 
would  be  determined  by  a  jury  or  not. 

FOBSiaN    OORFOBATIONS    SHOULD    BE    EXCLUDED    ONLY    ON    THE    GROUND    OF    GENSRAL 

RESTRAINT  OF  TRADE. 

<3t>  Your  fifth  suggestion  seems  to  me  to  go  to  the  length  of  stating  implied  author- 
ity in  Congress  to  provide  that  the  corporations  of  one  State  shall  not  do  business 
in  another  State  when  they  are  for  various  reasons  objectionable  and  obnoxious  to 
the  law.  Do  you  mean  to  go  as  far  as  that? — ^A.  I  am  going  to  stand  on  the  defini- 
tion, sir.  I  realize  it  is  rather  an  extreme  ground,  but  I  expressed  it  along  the  lines 
which  I  have  just  been  following  as  being,  in  my  judgment,  a  matter  which  is 
properly  construed  a  function  of  the  National  Government;  of  the  United  States  Con- 
stitution— ^under  proper  legislation,  vou  understand. 

Q.  Will  you  carry  that  beyond'  the  case  of  being  a  trust?  What  I  mean  is,  your 
statute  in  Missouri,  as  we  hAve  just  read,  provides  that  a  corporation  of  another 
State  which  is  a  trust  within  the  meaning  of  the  law  of  Missouri,  or  belong  to  a 
trust,  shall  not  do  business  in  Missouri  and  shall  not  enforce  its  contracts  in  Missouri. ' 
Now,  suppose  that  the  laws  of  Missouri  require  that  stocks  shall  be  paid  for  at  par, 
in  cash,  and  that  stockholders  shall  be  individually  liable  for  debts,  and  that  the 
laws  of  Maryland  do  not  contain  either  of  these  provisions;  would  you  recommend 
that  the  State  action  should  go  also  to  the  extent  of  going  into  that  and  seeing  what 
was  the  organization  of  the  corporation  that  was  coming  in  to  do  businese(?  I  see 
Senator  Hoar  has  recommended  mat  in  public  and  private  very  frequently  of  late,  and 
that  is  why  it  is  in  my  mind. — ^A.  The  met  that  Senator  Hoar  recommended  it  would 
^ve  it  very  great  weight  with  me  in  the  first  instance.  I  think  it  ought  to  have  in 
it,  sir,  those  elements  which  I  tried  to  express,  as  I  remember,  in  my  fifth  point  of 
general  restraint  of  trade.    Is  that  not  it? 

Mr.  Stimson.  Yes. 

A.  In  every  single  corporation  for  home  use,  or  for  the  many  puiposes  for  which 
a  corporation  may  be  formed;  but  if  the  intent,  or  purpose,  or  the  efiect — ^if  you  will 
get  away  from  the  mere  intent  or  purpose — is  to  be  in  general  restraint  of  trade,  I 
would  have  it  in  that  way. 

GRADUATED  TAXATION — THE  POWER  TO   INVESTIGATE   A8   DERIVED   FROM  TUB   POWER  TO 

TAX. 

Q.  Then  on  the  seventh  and  last  recommendation — **  Let  Congress  exercise  the 
power  of  taxation  vested  in  the  Federal  Government ;  a  more  far-reaching  power  than 
tliat  exercised  under  the  interstate-commerce  section  of  the  Constitution."  In  the 
first  place,  I  beg  to  ask  whether  you  think  that  a  tax  bv  the  United  States  upon  State 
corporations,  determined,  let  us  say,  by  the  amount  of  their  capitalization,  would  be 
constitutional? — ^A.  I  think  it  would. 

Q.  And  then,  going  a  step  further ;  inasmuch  as  an  advantage  is  gained,  as  all  argu- 
ments show,  by  an  aggregation  of  capital,  would  it  be  fomid  constitutional  to  have 
something  like  a  graduated  tax? — A.  I  do  not  think  that  makes  a  particle  of  differ- 
ence, if  you  apply  it  to  corporations  which  are  to  be  formed.    As  to  whether  or  not  it 
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could  be  applied  to  eN'ery  corporation  already  formed  I  have  some  doabt,  whkhl  cm 
not  eolve  at  this  moment,  because  of  the  righto  which  might  be  claimed  by  a  corponr 
tion  under  existing  laws  and  ito  present  l^gal  privilegep.  But  I  would  like  to  elimi> 
nate  that,  becauw  the  main  question  is  not  what  exists  right  now%  but  how  to  legis- 
late  generally.  Putting  that  question  aside,  the  nower  to  do  that  I  believe  to  be 
absolute,  because  the  (corporation  can  have  imposea  upon  it  any  conditionti  which  the 
State  or  nation  may  <letermine — that  is,  the  public,  the  lawmaking  (lowtsr — provided 
that  be  attached  when  tney  become  a  corporation.  I  will  not  go  so  fiar  as  to  say  i: 
could  alwavs  l)e  done  in  every  instance  to  an  existing  corporation. 

Q.  And  finally,  would  that  jiower  of  taxation  verted  in  tlie  Federal  iTOvemment 
authorize  Congms  to  require  any  amount  of  investigation  of  the  affairs  of  the  corpv 
ration,  in  your  judgment?  I  mean  not  simply  the  return  of  the  amount  of  capital 
stock  and  the  indebteilnesH,  l>ut  should  it  go*  into  the  question  of  the  amount  of 
proiito  they  made  in  the  preceding  year,  etc.,  and  wages  they  jiav,  anything  more 
than  enough  merely  to  fix  their  tupitalization? — A.  About  that  I  Kave  some  doubt 
for  this  reason :  The  iK>wer  of  taxation  has  senerally  been  construed  to  exijst  for 
the  purpose  of  raising  revenue  primarily.  Therefore  if  it  be  imixjeed  afi«  taxati^iii 
under  tne  general  taxing  power,  it  should  be  for  the  purp^^^  primarily  of  raisnp 
revenue.  If  it  l)e  im)M>Hed  at  the  creation  of  the  (corporation  as  a  conditic»n  of  corpo- 
rate existence,  it  ma\  l)e  anything  vou  chcx^se,  because  it  is  no  longer  a  tax  as  a  tax, 
and  is  not  proi)erlv*  referable  to  the  taxing  power  of  the  State,  but  in  a  eonditi'A 
imposed,  and  whicfi  is  within  the  power  of  the  State,  by  which  the  State  r%^*eives  the 
consideration.     1  think  that  is  the  i>oint  of  definition. 

Q.  That  is  clear;  but,  still,  let  us  take  corporations  already  existing.  There  are  a 
great  many,  and  it  is  possible  that  they  could  be  approacht^  if  any  taxing  law  w^ 
passed.  How  is  the  Government  to  determine  what  the  amount  of  tax  t<hould  be 
unless  it  (^an  go  beyond  the  mere  iia|)er  amount  of  stock  and  debt;  how  can  it  tell 
what  the  value  of  tfie  corporation  st(K*k  and  franchise  is  miless  it  gi)e8  into  the  earn- 
ings, for  inHtan(*e? — A.  I  fear  1  misunderstcxxl  you.  Are  you  asking  whether  they 
can  get  informati(m  from  the  corporation? 

Q.  I  am  asking  whether  the  taxing  power  of  the  (lovemment  would  authorize  it  to 
establish  a  bureau,  or  offi(»er,  or  commissioner,  with  authority  to  enforce  collectioiD 
of  the  tax  and  returns  fn)m  corporations,  not  only  on  the  amomit  of  Btix-ks  and 
bonds,  but  on  their  wages,  profits,  earnings,  etc. — A.  I  believe  they  could.  I  did  not 
quite  understand  your  (luestion.  I  thought  you  referred  to  the  amoimt  of  taxation 
which  might  be  imposeu. 

Q.  (By  Mr.  A.  L.  Harris.)  When  docs  the  control  of  the  State  leave  off  and  the 
contnH  of  the  Federal  Government  begin,  in  yoiu*  opinion,  upon  gtxxb?  nianu£Bctured 
in  one  State  and  contracted  for  in  anotner  State? — A.  I  think  the  dividing  line  is  the 
delivery  to  the  representative  of  the  purchaser,  whether  that  representative  be  the 
purchaser  himself  or  his  agent,  or,  in  the  ordinary  uses  of  trade,  a  common  carrier. 

Q.  Delivered  to  the  common  carrier  to  be  transmitted? — A.  Yes. 

Q.  And  not  necessarily  have  to  pass  into  the  other  State? — ^A.  No,  sir. 

Q.  Or  even  in  transit? — A.  I  think  it  is  in  transit,  sir,  in  the  conmion  senn?  of  the 
law,  the  instant  it  is  delivered  to  the  common  (jarrier. 

Q.  (By  Mr.  Stimson.)  Your  (luestion  suggests  one  question  that  I  want  to  ask.  In 
your  ilissouri  trust  case,  whicn  has  been  decided  against  this  corporation,  if  it  is 
sustained  on  appeal,  that  corporation  will  be  practically  shut  out  from  doing  business 
in  Missouri.  But  is  there,  even  under  your  Missouri  statute  to-day,  anything  to  pre- 
vent that  cor]X)reti(m  fmm  selling  these  same  goods  in  question  to  an  individual  in 
some  other  State  where  the  corporation  is  established,  or  that  individual  from  tarry- 
ing the  goods  into  Missouri? — A.  No,  sir;  and  that  is  why  I  make  the  sujsgestion  that 
under  statutes  to  be  enacted  any  point  that  is  against  the  corporation  itself  shouki 
hold  a^nst  any  person  acting  by  or  for  it  or  under  tx>n tract  with  it.  In  other 
words,  It  is  a  very  easy  thing  to  elude  such  a  law  as  that  by  just  simply  selling  to 
somebody  in  the  same  town,  if  you  will,  a  factor,  or  anybody;  but  I  would  have  the 
law  go  back  to  the  intent  itself. 

Q.  And  you  think  you  could  get  behind  them,  do  you? — A.  Yes;  I  do,  sir. 

Q.  In  the  case  of  a  fact  or,  as  you  say,  and  there  woidd  be  more  than  one  factor  in 
the  town,  of  course? — 20  or  30— and  some  days  the  American  Sugar  Trust  sells  to  one 
factor  and  some  to  another,  and  when  he  comes  to  Missouri  with  the  sugar,  do  you 
think  you  could  reach  back  to  that  factor? — A.  I  believe  you  could.  I  want  to  say 
some  of  my  opinions  are  not  predicated  upon  mere  adjudicated  cases.  The  question 
of  the  power  of  the  courts,  of  the  Congress  of  the  United  States,  and  of  the  States,  is 
not  (iasy  of  solution  on  any  one  question,  to  sav  nothing  of  so  many  questions  as  are 
here  involved;  but  I  obsen'e  that,  although  it  nas  been  supposed  tliat  Congress  could 
not  create  corporations — I  always  believra  it  could  not  create  (x>rporatioiis — I  may 
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say  that  when  they  wanted  to  find  a  way  to  suhsidize  the  Union  Pacific  road  they 
found  a  way  to  do  it,  and  whenever  they  wanted  to  do  various  things  of  that  kind, 
which  do  not  immediately  occur  to  me,  but  which  have  been  in  effect  the  creating  of 
corporations,  they  have  succeeded  in  doin^  it. 

tiOWf  the  question  w^e  have  been  discussmg,  or  that  I  have  been  meaning  to  discuss, 
has  had  in  it  primarily  industrial  conditions  which  can  never  be  segregated  into 
States.  I  believe  that  Ck)nfl;re8S  has  gone  so  far  and  the  Supreme  Court  1ms  gone  so 
far  in  construing  the  acts  of  Congress  that  they  can  not  stop  short  of  the  exercise  of 
all  the  power  that  is  necessary  to  make  the  Government  in  &ct,  what  it  is  in  name, 
in  all  the  functions  which  appertain  to  the  Federal  Government  imder  the  Constitu- 
tion of  the  United  States;  and  so  I  have  sometimes  said  things  which  I  did  not  have 
authority  for. 

Q.  (By  Mr.  A.  L.  Harris.)  Would  it  need  a  constitutional  amendment,  in  your 
opinion,  to  give  to  Congress  the  power  to  grant  charters  for  interstate  corporations? — 
A.  I  am  conservative  on  that  pomt;  I  think  it  would. 

Q.  (By  Mr.  Stimson.)  One  step  further.  Suppose  the  buyer  does  not  even  buy  in 
Missouri,  but  he  or  his  buyer  goes  into  Pennsylvania,  where  we  may  say  sugar  is, 
and  buys  his  goods  there  of  the  objectionable  corporation;  can  you  reach  that  by  any 
process  of  law? — A.  And  ships  it  to  Missouri,  you  mean? 

Q.  I  may  say  ships  it  to  hnnself  in  Missouri. — A.  Under  the  existing  law  I  do  not 
think  that  can  be  done,  sir;  but  I  should  be  disposed  to  say,  frame  a  law  by  which 
it  could  be  done. 

Q.  Your  Missouri  buyer  bought  his  ^oods  in  Pennsylvania.  Hasn't  he  a  constitu- 
tional right  to  carry  his  own  property  mto  Missouri? — A.  Yes;  and  as  ^ou  state  the 
proposition,  I  think  I  want  to  modify  what  I  said.  You  can  not  reach  it  unless  upon 
a  basis  of  intent  under  some  statute,  and  vou  can  not,  to  my  mind,  supply  the 
hitent;  but  if  that  element  be  added,  you  could  reach  it. 

Q.  (By  Mr.  Phillips.)  If  such  were  the  habit  in  Missouri,  to  buy  in  Pennsylvania, 
or  other  States,  from  all  or  a  very  laree  number  of  these  trusts,  and  ship  there,  would 
it  come  under  the  Missouri  statute  oy  intent  to  evade  the  law? — ^A.  There  you  get 
what  I  mean  as  to  intent;  the  custom  would  hardly  cover  it.  Each  case  must  stimd 
uxx>n  its  own  proof;  custom  might  possibly  tend  to  show  what  they  intended  to  do, 
but  I  think  it  would  be  evidential  only.  As  I  said,  the  custom  alone  would  not  be  a 
sufficient  basis  to  make  a  case. 

Q.  (By  Mr.  Farquhar.)  You  speak  of  State  legislation  in  respect  to  the  remedies. 
State  legislation  could  not  give  an  effectual  remedy  unless  it  was  similar  in  form  all 
over  the  country,  could  it? — A.  If  by  that  you  mean  to  say  that  its  effects  would  be 
uniform,  undoubtedly.  The  State  law  has  no  force  outside  of  its  own  domain.  It 
might,  however,  under  certain  conditions,  help  Missouri,  considered  by  itself,  to  have 
a  stfttute — even  though  Illinois,  across  the  nver,  did  not  have  it;  it  might  effect  a 
partial  benefit,  although  that  might  not  reach  the  root  of  the  evil. 

Q.  At  any  time  since  the  organization  of  the  Government,  has  uniformity  of  State 
legislation  ever  been  secur^? — A.  Absolutely  not;  but  I  undertake  to  say  there  never 
wul  be,  notwithstanding  the  very  admirable  efforts  made  by  the  commission  and 
the  committees  of  the  American  Bar  Association  to  produce  it  as  near  as  possible,  the 
difficulty  beinff  that,  if  you  had  the  l^islatures  of  the  45  States  adopt  tne  same  law 
to-day,  the  following  legislature  is  not  Bound  by  the  act  of  its  predecessor,  and  would 
be  very  prone  to  change  it  according  to  its  own  fancies.  If  by  that  I  seem  to  dis- 
courage the  idea  of  trying  to  cet  imiformity,  I  want  to  say  I  am  far  from  that 
attitude.  On  the  contrary,  I  think  a  partial  or  approximate  uniformity  may  be 
created.  Every  word  that  has  been  uttered  along  these  lines  is  viduable  for  that  pur- 
pose, because  it  is  all  educational.  It  tends  to  form  better,  more  thoughtful,  and 
well-considered  legislation,  so  that  people  will  be  satisfied,  not  merely  because  it  is 
uniform-y-for  they  will  not  care  for  that  in  several  States — but  because  it  is  the  best, 

Q.  Is  it  not  somewhat  of  an  anomaly  that  only  a  forty-fifth  part  of  the  State 
sovereignty  of  the  United  States  can  create  a  corporation  that  can  command,  and 
possibly  control,  a  national  market  as  well  as  an  mtemational? — A.  It  is  not  only 
an  anomaly,  but  it  is  a  very  serious  danger. 

Q.  That  leads  to  the  question  whether  the  privileges  that  are  granted  to  a  corpora- 
tion in  the  State  of  New  Jersey  can  invade  the  State  of  New  York  a^inst  the  well- 
being  of  that  State,  and  what  remedy  the  State  of  New  York  has  against  the  State  of 
New  Jersey? — A.  I  have  endeavored  in  my  suggestions  to  cover  the  two  forms  of 
that.  First,  let  New  York  l^i^te  for  that  whicn  is  properly  a  matter  of  State  legis- 
lation, and  exclude  corporations  which  she  does  not  wish.  Let  that  action  be  sup- 
plemented by  Congress  to  such  an  extent  that  New  York  shall  not  be  invaded  under 
any  plea  of  rights  under  the  United  States  Constitution. 

Q.  (By  Mr.  Kennedy.)  Grovemor  Roosevelt  recently  complained  that  the  convict- 
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made  ^x^Ih  of  other  RtatM  are  carried  bv  interetate  oommeroe  into  the  Stele  of  5«v 
York  to  the  (ietriment  of  New  York  worldng  people,  thev  having  taken  the  coDTkt- 
niade  ^mkIh  of  their  own  State  off  the  market;  and  he  calls  for  national  leeidatoitD 
n*nuMlv  that  evil,  forbiddiiif?  the  carriage  of  convict-made  goodjB  into  the  Staieti 
New  York.  Ih  it  competent  for  Congrees  to  pass  a  law  to  prevent  the  carrying  d 
eonviet-tiiade  goods  of  one  State  into  another  State? — A.  I  have  no  doubt  of  iL 

Q.  (By  Mr.  Philliph.)  That  has  been  diacuased  very  fully,  and  th^ie  is  a  differ- 
enee  of  opinion  in  regard  to  it.  It  has  been  before  the  Labor  Committee  for  yeas 
in  the  House,  and  I  think  the  consensus  of  opinion  is  with  Mr.  Allen  that  it  wooM 
l)e  competent  for  the  United  States  to  do  that. 

Q.  (By  Mr.  Stimhon.)  I  supnoee  that  the  first  sale  of  oonvict-made  goods  can  be  rega- 
lat(Hl;  hut  KiipiMiHe  they  are  sold  in  Ohio  to  another  man,  a  private  citizen,  and  then 
he  tries  to  go  to  New  York.  I>o  you  go  so  far  as  to  say  that  that  also  can  be  pre- 
vente<l,  if  the  title  has  [Missed  out  of  the  original  manufacturer  and  oat  of  the  State?— 
A.  Mr.  ('hief  Justice  Fuller  says  that  under  the  United  States  Constitution  there  is 
not  a  right  to  an  al)solute  free  mterstate  commerce,  but  that  this  is  a  matter  subject 
to  the  regulation  of  Congress.  If  you  will  remember  the  oriffinal-package  cac«,  tbe 
Supreme  Court  said  that  under  the  silence  of  Congress  the  ri^t  was  reecurved  to  tbe 
United  States  to  (*ontrol  the  commerce  in  packages  golog  into  that  State,  liqnor  or 
otherwise,  and  that  the  law  of  the  State  of  lowa  was  void  as  to  any  packages  ^oinf: 
in  in  that  way.  That  case,  you  remember,  was  followed  by  the  statute,  to  whidi  I 
have  made  reference  in  my  written  statement,  which  provided  that  packages  c^ 
liquor  that  are  taken  into  that  State  should  be  made  subject  to  the  lawsoi  that 
State,  and  fn)m  that  time  on  they  were  so  subject  and  so  held  in  re  Rahrer.  Tbse 
wa^  affirmative  legislation  bv  Congress  declaring  that  that  which  was  the  subject  ot 
interstate  commerce  could  be  brought  by  Congress  within  the  purview  of  the  ^ate 
laws. 

Q.  Do  vou  think  there  is  any  distinction  due  to  the  fact  that  it  is  intozicatiDg 
li(]Uor,  which  is  universally  suSject  to  police  regulation,  and  perhaps  somewhat 
obnoxious  inherently  in  the  minds  of  many  peo^e A.  A  fortiori,  to  the  con- 
trary under  the  decision  in  the  original-package  case.  '^^Y  P^^  up  the  police 
^wer  of  the  State  on  the  one  hand,  the  strongest  power  the  state  has,  and  on  tbe 
other  the  Federal  power  over  interstate  conuneroe;  and  they  said,  bearing  in  mind 
the  limitations  of  the  State  police  nower  and  the  necessity  for  enforcing  it  to  the 
furthest  point,  the  law  of  the  United  States  was  predominant  as  to  that  which  was 
interstate  commerce.  And  this  would  apply,  I  think,  much  more  Btrougly  where 
there  wan  no  police  power  involved. 

Q.  (By  Mr.  Katchford.)  Assuming  that  uniform  laws  were  passed  bv  all  tbe 
States,  is  there  not  great  danger  that  the  supreme  courts  would  pass  upon  tKese  laws 
adversely  in  some  cases? — A.  Oh,  yes;  the  danger  of  their  overthrowing  the  uni- 
formity, if  that  is  what  you  mean;  undoubtedlv,  sir.  Different  courts  in  differeai 
States  would  interpret  tl^em  each  for  itself,  and  each  would  be  supreme  within  its 
own  jurisdiction. 

Q.  That  danger  seems  to  be  perhaps  as  great  a  danger  as  any,  does  it  not? — ^A.  Oh, 
yea. 

Q.  So  far  as  imiform  laws  are  conoemed  by  the  Stateei? — ^A.  Yes. 

Q.  (By  Mr.  Stimson.)  In  connection  witbthe  commiaBioneis  of  the  States,  I  have 
been  for  years  the  commissioner  of  Massachusetts,  and  have  been  vice-chairman  and 
secretary.  I  have  not  found  that  so  much  of  a  difficulty  as  either  of  you  gentlemen 
think.  And  another  thing,  we  have  not  found  that  it  is  difficult  to  hold  a  uniform 
law  when  it  is  once  established.  We  have  now,  in  21  States,  I  think,  a  uniform  law 
upon  bills  and  notes,  and  it  has  been  attempted  to  modify  it  in  probably  half  of  them 
since  it  was  passed,  in  slight  particulars,  and  univemllv,  with  the  exception  of  Mas- 
sa4*husetts,  the  argument  for  uniformity  prevailed,  llie  people  and  tiie  legislators 
were  intelligent  enough  to  see  that  uniformity  was  a  greater  thmg  than  a  slmit  local 
objection,  and  they  have  defeated  every  proposition  to  amend  any  uniform  law  that 
we  have  had  passed,  except  one,  and  that  was  in  Massachusetts  on  the  3  days  of 
grace,  which  tney  did  not  like  for  various  reasons,  last  year.  We  also  find  that  deci- 
sions of  the  courts  are  uniform,  because  they  cite  each  other.  They  know  the  law  is 
uniform,  and  the  court  of  Missouri  will  regard  the  court  of  Massachusetts  as  piac- 
tically  of  the  same  State.  It  knows  it  has  the  same  law,  and  it  has  been  prexioadj 
interpreted,  and  it  will  be  followed.  There  has  not  yet  been  an  instance  where  a 
uniform  law  has  been  set  aside  by  the  courts  of  one  State  in  its  interpretation. 

Q.  (By  Mr.  Ratcthpord.)  To  show  the  force  of  my  question,  I  have  a  case  in 
min<l,  and  I  want  an  opinion  from  the  witness  and  Mr  Stunaon,  either  of  them.  Is 
it  not  a  fa<^-t  that  similar  laws  have  been  passed  in  two  or  more  Stales,  and  that  in 
some  of  the  States  where  they  have  been  passed  they  have  been  dwlved  ancx>n8tita« 
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tional,  while  they  have  stood  and  are  still  in  operation  in  other  Stateci? — ^A.  Undoubt- 
edly, sir.    Mr.  Stimson,  I  see,  nods  his  head  m  agreement 

3ff  r.  Stimson.  But  when  the  State  has  a  guide,  when  it  is  under  the  provisions  of 
an  agreement,  this  uniform  law,  which  the  United  States  and  all  States  are  adopting 
in  order  to  meet  the  conditions,  then  it  seems  that  when  a  strong  hint  is  given  that 
it  is  a  national  affair  these  laws  are  not  likely  to  be  held  unconstitutioniu,  because 
we  do  not  recommend  them  except  in  matters  about  which  there  is  very  little  differ- 
ence of  opinion,  so  that  the  question  which  you  have  just  mentioned  is  not  practical. 

Q.  (By  Mr.  A.  L.  Harris.)  And  the  courts,  as  a  rule,  follow  the  decisions  of 
courts  in  other  States  in  the  absence  of  conflicting  decisions? 

Mr.  Stimson.  They  do,  as  a  rule. 

The  Witness.  That  is,  they  follow^  about  as  near  as  they  follow  their  own  decisions. 

Q.   (By  Mr.  A.  L.  Harris.)  In  general,  I  mean? — A.  Yes. 

(Testimony  closed.) 


OOHSTXTUnOHAL  AflFBCTS  OF  THE  FEDERAL  COHIBOL  OF  COBPORATIOin. 


By  Prof.  Ernest  W.  HurrcuT,  of  Cornell  University. 
[Bubmitted  on  request  of  the  rnited  States  Industrial  Commiadon. 


It  seems  to  be  generally  conceded  that  there  is  need  of  a  stricter  control  than  now 
exists  of  the  large  corporate  combinations,  monopolistic  in  tendency  and  dominating 
in  fact,  which  are  the  most  striking  feature  of  our  present  industrial  and  commerciiu 
development.  How^  this  stricter  control  shall  be  attained  is  partly  a  question  of  con- 
stitutional power  nnd  partly  a  question  of  political  and  economic  expediency.  The 
problem  concerns  itself  with  two  classes  of  corporations — ^those  ensaged  in  interstate 
commerce  and  those  not  engaged  in  interstate  commerce.  Most  ot  the  corporations 
of  both  classes  are  the  creations  of  State  legislation,  and  normally  would  be  within 
the  control  of  the  State  that  created  them.  But  most  corporations  having  any  con- 
siderable business  nass  beyond  the  borders  of  their  own  State  and  into  the  territory 
of  sister  States,  ana  when  within  the  territory  of  another  State  they  become  subject 
to  the  laws  of  that  State  or  of  the  United  States,  so  far  as  those  laws  may  constitu- 
tionally operate  upon  and  affect  them  and  their  businesB  undertakings.  Thus  the 
problem  of  corporate  control  may  involve  three  factors — ^the  State  that  creates  the 
corporation,  the  State  into  which  it  goes,  and  the  United  States. 

Briefly  stated,  the  result  is  this:  Ifthe  corporation  is  not  engaged  in  interstate  com- 
merce, it  is  subject  to  control  by  the  State  of  its  creation,  subject  to  the  constitutional 
prohibitions  aeainst  impairing  the  obligation  of  contracts  and  depriving  it  of  its  prop- 
erty without  due  process  of  law^.  It  M<x)mes  subject  to  the  laws  of  any  other  State 
into  which  it  goes,  and  that  State  may  regulate  its  operations  even  to  the  extent  of 
prohibiting  it  from  doing  any  business  there  whatever.  What  a  State  may  do  with 
corporations  of  its  own  creation  it  may  do  with  such  foreign  corporations  admitted 
within  its  territory.  (Hoperv.  California,  155  U.  S.,648;  New  York  State  t;.  Roberts, 
171 U.  8.,  658;  Orient  Ins.  Co.  v.  Daggs,  172  U.  S.,  557.)  If,  on  the  other  hand,  it  be 
engaged  in  interstate  commerce,  then  the  third  factor — ^the  United  States — must  be 
intrcKluced,  for  since  the  Federal  Constitution  gives  to  Congress  the  power  to  regulate 
interstate  commerce  no  State  may  usurp  that  power  either  dv  denying  to  the  corpora- 
tion the  right  to  conduct  business  in  the  State  (Pensacola  Telegraph  Co.  v.  Western 
Union  Telegraph  Co.,  96  U.  S.,  1;  Crutcher  r.  Kentucky,  141  if.  S.,  47)  or  by  regu- 
lating or  taxing  such  interstate  trade  (Brown  v.  Maryland,  12  Wheat.,  419;  State 
Preight  Tax,  15  Wall.,  232;  Gloucester  Ferry  Co.  v.  Pennsylvania,  114  U.  S.,  196) . 

If  the  corporation  be  one  employed  by  the  National  Government  for  some  end  of 
its  own,  still  less  may  the  State  deny  to  it  necessary  privileges  or  r^ulate  its  business. 
(Stockton  V.  Baltimore  and  N.  Y.  R.  Co.,  32  Fed.  Rep.,  9;  Horn  Silver  Mining  Co.  v. 
New  York  State,  143  U.  S.,  305.) 

The  result  of  this  distribution  of  powers  under  the  Federal  Constitution  has  been 
to  leave  the  States  largely  helpless  to  remedy  evils  which  are  thought  by  the  people 
of  the  States,  or  of  some  of  them,  to  be  a  menace  to  their  welfare.  In  yielding  con- 
trol of  interstate  commerce  to  the  Federal  Government  there  ha«  Ijeen  naturally 
some  serious  loss  to  the  States  in  general  governmental  power,  quite  distinct  from  the 
mere  inability  to  regulate  commerce.    In  the  desire  to  avoid  the  evils  of  separate 
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and  aiita^niHtic  omtn)l  of  tnuie  and  commerce  the  States  have  derived  themselves 
of  the  p'>wer  to  itrntrol  their  own  internal  affairs  whenever  thoee  amurs  are  connectai 
in  any  direct  way  with  commerce  between  the  States  or  with  foreign  nations. 

In  this  Hituation  of  affairo  the  question  naturally  arises,  Wliat  is  the  appropmu* 
reme<iy?  Laying  a^^ide  all  suggentions  of  change  in  the  oi^ganic  law,  it  wcAikl  seem 
that  there  are  three  poHsible  solutions: 

First.  The  prenent  system  of  dual  control  mav  be  maintained  with  an  iiicrett*e>i 
harmony  of  action  amonfc  the  States  and  between  the  States  and  the  National  iiov- 
emment,  such  harmony  of  action  being  directed  toward  the  stricter  control  d 
monoiK>listic  conibinationn. 

Second.  The  National  ( lovemment  may,  by  Congreflsional  action,  give  to  the  Statts^a 
larver,  perhaps  an  exdunive,  control  of  corporations  engaged  in  interstate  conmient^. 

Thinl.  The  National  (Tovemment  may  take  to  itself  a  larger,  perhaps  an  exclusivt, 
control  of  tvrporations  engaged  in  interstate  commerce. 

The  first  pmposition  demands  an  examination  of  the  constitutional  provisions  \yf 
which  the  relative  powers  of  the  State  and  Federal  (rovemments  are  determined  and 
of  the  effe<»t  given  to  thene  provisions  by  judicial  decisions. 

Three  provisions  of  the  Federal  (Constitution  confer  upon  Congress  the  extena\'? 
powers  "to  regulate  commen*e  with  foreign  nations,  and  among  the  several  States 
and  with  the  Indian  tritx^s;"  ^  ''to  lay  and  collect  taxe^,  duties,  imposts,  and  excises; '* 
"to  establish  post-offices  and  post-roads."* 

The  exercise  of  these  comprehensive  powers  may  be  said  to  be  subject  to  these 
limitations:  "  Direct  taxes  shall  be  apportioned  among  the  several  States  ♦  »  * 
acconling  to  their  rt^sjHvtive  numbers;*'  *"no  capitation  or  other  direct  tax  shall 
be  laid,  unless  in  pn)j)ortion  to  the  census  or  enumeration  hereinbefore  directed  \o 
l)e  taken;" ^  "no  tax  or  duty  shall  be  laid  on  articles  exported  from  any  State;*'' 
"no  preference  shall  l>e  given  by  any  regulation  of  commercv  or  revenue  to  the  ports 
of  one  State  over  those  ol  another,  nor  shall  vessels  bound  to  or  from  one  State  be 
obliged  to  enter,  clear,  or  pay  duties  in  another;"'  "no  person  shall  be  *  ♦  ♦ 
deprivtHi  of  life,  lilierty,  or  property  without  due  procvift*  of  law;"*  "the  citisens  of 
eiu'h  State  shall  Ix^  entitle<l  to  all  privileges  and  immunities  of  citizens  in  the  several 
States.  "• 

The  al)ove  powers  and  limitations  have  been  the  subject  of  a  very  laiige  nomber  of 
decisions  by  the  Supn»me  Court  As  thus  interpreted  the  provisions  may  be  said  to 
UK'asnre  tlie  power  of  ('ongres«  over  interstate  commerce  and  the  extent  to  which 
such  contn)l  has  Ixvn  taken  from  the  States.  The  conclusions  may  be  stated  first  in 
general  teniis  and  afterwanis  in  the  form  of  six'cific  applications.  In  general  terms 
tlu»se  conclusions  are  warrante<l:  In  the  matter  of  interstate  commerce  the  United 
Stat*^s  are  but  one  countrv.  (Kobbins  r.  Shelby  Taxing  District,  120  U.  S.,  489,  494.  i 
What  is  commerce  is  to  f)e  determine<l  by  the  usages  of  the  commercial  world  and 
not  by  the  declaration  of  a  lenticular  State.  (Bowman  r.  Chicago  &  N.  W.  Ry.,  125 
IT.  S.,  465;  Leisvf.  Hardin,  135  U.  S.,  100.)  The  reastms  which  may  have  caused  the 
framers  of  the  Constitution  to  repose  the  power  to  regulate  commerce  in  Congre^ 
do  not  affect  or  limit  the  extent  of  the  power.  (Leisy  r.  Hardin,  135  U.  S.,  100;  Addv- 
ston  Pipe  &  Steel  Co.  r.  United  States,  20  S.  C.  R.,  96.)  When  Congress  has  not  acted 
itt\  inai'tion  is  to  be  taken  as  an  indication  of  its  will  that  commerce  shall  be  free  from 
any  n*st fictions.  (Robbins  i\  Shelby  Taxing  District,  120  V.  S.,  493.)  State  laws 
passed  to  regulate  interstate  commerce  are  invalid.  (Cjibl)ons  v.  Ogden,  9  Wheat,,  1. ) 
State  laws  passed  with  another  intent  or  in  the  reasonable  exercise  of  the  piolice  power, 
but  which  incidentally  affect  interstate  commerce,  are  valid  if  local  in  operation  and 
reasonable  in  their  incidental  effect  upon  such  commerce.  (Wilson  v.  Blackbini 
Cnvk  Marsh  Co.,  2  Pet.,  245;  Mavor  v.  Milns,  11  Pet.,  102;  Coolev  v.  Board  of 
Waniens,  12  How.,  299;  County  of  Slobile  r.  Kimball,  102  U.  S.,  691;  Morgan  Steam- 
ship  Co.  r.  lx)nisiana,  118  U.  S.,  455;  Plumley  v.  Massachusetts,  155  U.  S.,  461;  Hen- 
nington  v.  Ge^>rgia,  163  U.  S.,  299;  Patapsco  (juano  Co.  t'.  North  Carolina,  171  U.  S.. 
345;  Lake  Shore  &  Mich.  So.  Ry.  v.  Ohio,  173  U.  S.,  285.)  But  State  laws  which 
unn^asonably  affect  interstate  commerce,  although  passed  for  local  purposes  or  in  the 
exercise  of  the  police  power,  are  invalid.  (Passenger  Cases,  7  How.,  &3;  Welton  r. 
Missouri,  91  U.  S.,  275;  Walling  v.  Michigan,  116  U.  S.,  446;  Wabash,  etc.,  R.  r.  Illi- 
nois, 118  U.  S.,  557;  Robbins  v.  Shelby  Taxing  District,  120  U.  S.,  489;  Leisv  r. 
Hardin,  135  U.  S.,  100;  Schollenberger  v.  Pennsylvania,  171  U.  S.,  1.) 

The  application  of  these  general  conclusions  to  specific  cases  enables  us  to  appreci- 
ate the  comparative  imi)otence  of  the  States  in  the  matter  of  controlling  interstate 
<"oinincrce  or  the  persons  or  corporations  engaged  in  it.  A  State  can  not  exclude  a 
foreign  c<>riK)ration  engaged  in  interstate  commerce.     (Pensacola  Telegraph  Co.  r. 


'Art.  1.8,  :i.  SArt.I.  S,  1.  aArt.  I.  8,  7.  <Art.  1,2,3.  6Arl.I.9.4. 

•Art.  I,  9,  5.  'Art.  I,  9,  0  ^Amend.  V.  »Art,  IV,  2, 1. 
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Western  Union  Telegraph  Co.,  »6  U.  S.,  1;  CVutcher  v.  Kentucky,  141  U.  S.,  47.) 
A  State  can  not  tax  a  corporation  upon  its  interstate  commerce  ( Brown  v.  Maryland, 
12Wheat.,  419;  State  Freieht Tax,  15  Wall.,  232;  Gloucester  Ferry  Co.  v.  Pennsylvania, 
114  U.  S.,  196) ,  not  even  though  created  under  its  own  laws  (Philadelphia,  etc.,  Steam- 
ship Co.  V,  Pennsylvania,  122  U.  S.,  328) .  Nor  can  it  tax  the  ag^ents  of  such  a  cor- 
poration or  of  a  natural  person  for  the  privilege  of  doing  business  in  the  State. 
( Wallingv.  Michigan,  116  U.  S.,  446;  Robbms f.  Shelby  Taxing  District,  120U.  S.,  489.) 
A  State  can  not  fix  the  toll  on  a  bridge  connecting  it  with  a  sister  State  and  owned 
by  one  of  its  own  corporations.  (Covington,  etc.,  Bridge  Co.  v.  Kentucky,  154  U.  S., 
204. )  A  State  can  not  fix  a  rate  for  carrying  interstate  commerce.  (Wabash,  etc. ,  Rwy. 
V.  Illinois,  118  U.  S.,  557.)  A  State  can  not  abbolutely  fix  the  rates  for  the  carriage 
of  domestic  ( intrastate)  commerce,  for  if  its  rate  be  held  unreasonably  low  the  legisla- 
ture deprives  the  carrier  of  property  without  due  process  of  law.  (Fourteenth  Amend- 
ment; Kmyth  V.  Ames,  169  U.  8.,  466.)  A  State  can  not  require  carriers  to  sell  1,000- 
mile  tickets  at  less  than  the  usual  rate  fixed  for  other  tickets.  (Lake  Shore  and  Mich. 
S.  Rwy.  V.  Smith,  173  U.  S.,  684.)  A  State  can  not  exclude  oleomat^garine  (SchoUen- 
bergerv.  Pennsylvania,  171  U.  S.,  1;  Collins  t\  New  Hampshire,  171  U.  S.,  30);  nor 
intoxicating  liquors  (Biowman  v.  Chicago  and  N.  W\  Rwy.,  125  U.  S.,  465;  Leisy  v. 
Hardin,  135  U.  S.,  100;  Scott  t».  Donald,  165  U.  S.,  58);  nor  immigrants  (Henderson 
V.  New  York,  92  U.  8.,  259) ;  nor  even  "lewd  and  debauched  women"  (Chy  Lung  v. 
Freeman,  92  U.  S.,  275). 

In  the  exercise  of  its  police  power  a  State  is  permitted  to  legislate  for  local  pur- 
poses affecting  the  healtn,  morals,  safety,  or  convenience  of  its  people,  provided 
the  legislation  does  not  directly  or  unreasonablv  affect  interstate  commerce.  A  State 
may  pass  local  pilotage  laws  (Cooleyr.  Board  of  Wardens,  12  How.,  299);  harbor 
improvement  laws  (Countv  of  Mobile  v.  Kimball,  102  U.  S.,  691);  quarantine  laws 
(Morgan  Steamship  Co.  v.  Louisiana,  118  U.  S.,  455) ;  laws  forbidding  the  heating  of 
cars  with  stoves  (New  York,  etc.,  R.  v.  New  York,  165  U.  S.,  628) ;  laws  forbidding 
the  running  of  Sunday  freight  trains  (Hennington  v.  Greorgia,  163  U.  S.,  299) ;  laws 
requiring  a  reasonable  number  of  through  trains  to  stop  at  populous  centers  (LAke 
Shore  and  Mich,  S.  Rwy.  v.  Ohio,  173  U.  S.,  285) ;  but  not  laws  requiring  a  throu^ 
train  to  go  out  of  its  direct  route  to  land  passengers  (Illinois  Central  R.  r.  Illinois, 
163  U.  S.,  142) ;  laws  requiring  the  prompt  delivery  of  telegrams  (Western  Union 
Tel.  Co.  V.  James,  162  U.  S.,  650) ;  laws  to  prevent  fraud  in  the  sale  of  oleomargarine 
(Plumley  t».  Massachusetts,  155  U.  S.,  461);  reasonable  inspection  laws  (Potapsco 
Guano  Co.  v.  North  Carolina,  171  U.  S.,  345) ;  but  not  if  unreasonable  or  a  cover  for 
the  r^ulation  of  commerce  (Minnesota  v.  Barber,  136  T^.  S.,  313;  Brimmer  v.  Reb- 
man,  138  U.  S.,  78;  Scott  r.  Donald,  165  U.  8.,  58). 

While  the  States  are  thus  restricted  and  limited  in  their  control  of  interstate  com- 
merce and  of  persons  and  corporations  engaged  in  it,  the  United  States  are  equally 
circumscribed  in  their  control  of  nontrading  enterprises  and  of  corporations  not 
engaged  in  interstate  commerce  or  in  some  business  over  which  the  Constitution 
gives  Congress  authority.  As  was  held  in  the  Knight  case  (156  U.  S.,  1),  the  anti- 
trust law  does  not  extend  to  a  combination  for  the  manufacture  of  sugar,  because 
manufacture  is  not  trade  or  commerce.  Congress,  therefore,  could  not  suppress  a 
monopoly  for  the  manufacture  of  sugar,  while  the  States  could  not  suppress  a  mon- 
opoly for  the  interstate  sale  of  sugar.  The  States  could  exclude  the  manufactur- 
ing corporations,  for  since  a  corporation  is  not  a  citizen  within  the  meaning  of 
Article  IV,  section  2,  subsection  1,  of  the  Constitution,  it  is  not  entitled  to  the  privi- 
leges and  immunities  of  citizens  in  the  several  States.  (Blake  v.  McClung,  172  U.  8., 
239;  Orient  Ins.  Co.  v.  Daggs,  172  U.  8.,  557.)  But  the  States  could  not  exclude  the 
trading  corporations,  for  the  States  can  not  regulate  interstate  commerce.  If,  then, 
the  corporations  are  both  manufacturing  and  trading  corporations,  how  are  they  to 
be  dealt  with?  It  is  obvious  that  the  product  of  the  sugar  combination  is  to  go 
largely  into  interstate  commerce  and  will  pass  beyond  the  control  of  the  States.  If 
one  State  offers  a  refuge  to  the  manufacturing  corporations,  the  other  States  are  pow- 
erless. .  Forty-four  States  may  pass  uniform  laws  to  control  such  combinations;  the 
forty-fifth  may  render  this  combined  action  in  large  part  nugatory  by  chartering  and 

firotecting  the  very  combination  which  it  is  the  object  of  the  fortv-four  to  suppress, 
n  such  case  it  would  require  a  harmony  of  action  among  the  States  to  prevent  a 
monopolistic  manufacturing  combination  and  cooperative  action  on  the  pturt  of  the 
United  States  to  prevent  a  monopolistic  trading  combination.  In  other  w^ords,  forty- 
six  distinct  jurisdictions  must  work  in  concert  in  order  to  protect  all  the  people  of 
the  United  States  from  combinations  formed  to  control  the  prices  of  raw  material  and 
the  output  and  price  of  the  finished  products. 

Under  its  power  to  regulate  commerce  Congress  has  thus  far  passed  but  two  acts 
calculated  to  aid  the  States  in  the  control  oi  monopolistic  enterprises,  namely,  the 
interstate-commerce  act  of  1887  and  the  antitrust  act  of  1890. 


1214        HEABINQR   BEFORE  THE   INDUSTRIAL  COMMISSIOK. 

• 

Tho  intt'rHtatoH'oiniiionv  act  was  imushchI  to  regulate  interstate  tiansportaticHi  rases 
after  it  had  Ikh^r  (UhhUmI  (Wabash,  etc.,  R.  v.  lilinois,  118  U.  8.,  557)  that  the 
States  ooald  not  regulate  such  rates  within  their  own  territorv.  This  act,  as  inter- 
pn*t(Hl  by  the  courts,  places  upon  interstate  carriers  a  prohibition  agaimst  unjiMC  or 
unreasonable  rates  and  against  unjust  discrimination,  but  otherwise  leaves  them  «: 
free  as  they  were  at  common  law  to  make  special  contracts  looking  to  the  incretsikr 
of  btisini^HH^  to  clasHify  traffic,  to  adjust  and  apportion  rates  so  as  to  meet  the  necegi- 
sititv  of  commerce,  and  generally  to  manage  tneir  own  busineRS  in  their  own  way. 
(Interstate  Commerce  Commission  r.  Railway  Co.,  167  U.  S.,  479.)  The  commia4(€ 
ap|)t)inted  under  tlie  act  is  charged  mainly  with  the  duty  of  InveKti^ting  questions 
as  to  the  reasonableness  of  the  rates  established  or  questions  as  to  unjus^t  discrimina- 
tioHH,  and  is  not  authorized  to  fix  rates.  (Interstate  Commerce  Commission  r.  Alabaaia 
Midland  Rwy.,  168  U.  S.,  144.)  To  this  end  it  may  require  the  attendance  of  wit- 
nt^sses  and  the  production  of  l)ooks  and  papers.  (Interstate  Commerce  Gommis^tQ 
r.  Britnson,  154  U.  8.,  447;  155  U.  S.,  3.)  But  its  powers  as  thus  defined  are  dc4 
extensive,  and  perhaps  the  criticism  of  Mr.  Justice  Harlan  (168  U.  S.,  176)  is  juedfitii 
that  '*it  has  been  shorn  by  judicial  interpretation  of  authority  to  do  anything  of  id 
effective  character.*' 

The  antitrust  act  (26  Stat.  L.,  209)  was  passed  to  prohibit  monopolistic  combina- 
tions in  restraint  of  interstate  or  international  conmierce.  It  has  been  the  subject  <4 
several  adjudications  by  the  Supreme  Court,  and  from  thes^e  it  is  possible  to  dedwe 
the  following  conclusions  as  to  the  effect  of  the  legislation:  (1)  A  restraint  of  bo^ 
ness  not  included  in  the  category  of  interstate  commerce  is  not  within  the  prohibi- 
tions of  the  act  (United  States  r.  K.  C.  Knight  Co.,  156  U.  S.,  1);  (2)  a  ccaa- 
bination  which,  although  affecting  interstate  commerce,  does  not  restrain  it — that  is. 
din's  not  exclude  the  operation  of  competition — is  not  within  the  act  (Anderson  r. 
l'nite<l  States,  171  U.  S.,  604) ;  (3)  any  combination  which  restrains  interstate  oom- 
niert*e,  whether  such  restraint  be  illegal  at  common  law  or  not,  is  illegal  under  tht 
tu'X  and  may  l)e  enjoined  at  the  suit  of  the  United  States,  although  the  rates  fixed  by 
the  combination  mav  l)e  reasonable  and  fair  (United  States  v.  Trans-Miseoiui  Fretgiit 
AHs'n,  166  U.  S.,  290;  United  States  v.  Joint  Traffic  Ass'n,  171  U.  S..  505;  Addv^v 
Pipe  and  Steel  Co.  r.  United  States,  20  S.  C.  R.,  96) . 

The  importance  of  the  last  decision  rendered  by  the  Supreme  Court  under  this  act 
ac(x>m|)anied  as  it  is  by  the  rare  spectacle  of  a  unanimous  court,  justifies  more  than 
a  (Missing  reference.  In  Addyston  Pipe  and  Steel  Co.  r.  United  States  a  oombiDa- 
tion  of  iron-pipe  manufacturers  was  enjoined  from  carrying  out  a  contract  the  pur- 
pose of  which  was  to  exclude  competition  among  the  parties  to  the  contract.  Fixxa 
the  opinion  of  Mr.  Justice  Pwkham,  concurred  in  by  the  whole  court,  we  gather 
th(*se  instructive  conclusions  as  to  the  powers  of  Congress  under  the  commerce  clause 
of  the  Federal  (Jonstitution  and  the  extent  to  which  it  is  deemed  to  have  exercised 
those  powers  in  the  passage  of  the  antitrust  law: 

(1)  The  reasons  which  may  have  caused  the  framers  of  the  Constitution  to  repose 
the  })ower  to  regulate  interstate  commerce  in  Congress  do  not  affect  or  limit  the 
extent  of  the  i>ower  itself. 

(2)  The  power  is  not  limited  or  restricted  by  the  constitutional  guaranties  of  pri- 
vate rights,  Hiich  as  the  liberty  to  enter  into  contracts,  under  the  provision  that  **no 
person  nhall  be  deprived  of  lire,  liberty,  or  property  without  due  process  of  law/' 

(3)  On  the  contrary,  the  provision  regarding  the  "liberty"  ot  a  person  is  itself 
limited  by  the  commerce  clause,  and  the  power  of  Congress  to  regulate  interstate  com- 
mence carries  with  it  the  right  to  enact  laws  forbidding  persons  to  enter  into  private 
contra<^as  which  directly  and  substantially  (and  not  merely  indirectly,  remotely, 
incidentallv,  and  coUaterallv)  regulate  to  a  greater  or  less  d^ree  commerce  auKins 
the  States.  * 

(4)  Under  the  antitrust  act  any  combination  which  directly  restrains  the  pur- 
chase, Hale,  or  exchan^  of  commodities  among  the  several  States  is  illegal,  and  if  it 
<lestroys  eoii)t)etition  it  must  be  held  to  restrain  trade.  The  reasonableness  of  the 
restriction  is  of  no  conseouence. 

This  establishes  a  radical  rule  concerning  the  power  of  Congress  over  interetate 
commerce  and  a  radical  rule  in  the  application  of  the  provisions  of  the  antitrust  act 
It  may  l)e  said  to  mark  the  decisive  tine  between  the  rights  of  the  individual  under 
the  Constitution  and  the  rights  of  the  public  to  control  the  individual  for  public  eniis. 
}Ia]>))ily  it  gives  full  force  and  effect  to  Congressional  testation  intended  to  protect 
the  iKK)ple  from  monopolistic  combinations  and  points  the  way  toward  future  consti- 
tutional legislation. 

We  must  not,  however,  lose  sight  of  the  division  between  State  and  Federal  author- 
ity. Taking  the  Knight  csLPe  (156  U.  S.,  1)  at  the  one  extreme  and  the  Add>*ston 
case  (20  S.  C.  R.,  96)  at  the  other,  we  see  how  nicxjly  the  State  control  and  the  F«ii«»l 
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ontrol  of  monopolistic  combinations  are  balanced,  and  how  difficult  it  may  be  to 
djust  the  balance  in  sach  a  way  as  to  prevent  all  the  evils  aimed  at  and  at  the  same 
ime  keep  within  the  constitutional  power  of  each  government.  Congress  could  not 
egulate  the  sugar  monopoly;  the  States  could  not  regulate  the  iron-pipe  monopoly. 
I  now,  in  either  case,  the  combinations  were  to  take  the  form  of  a  corporation  and 
lot  a  trust  the  difficulties  mieht  be  increased.  To  be  sure,  if  neither  a  State  nor  the 
Jnited  States  would  charter  the  corporation  the  scheme  of  corporate  monopoly  would 
ail.  But  too  many  States  are  biddmg  for  such  corporations  to  enable  us  to  entertain 
he  hope  that  a  corporate  combination  can  not  somewhere  find  a  congenial  and  foster- 
Qg  home.  And  should  every  State  refuse  to  welcome  the  corporation,  there  yet 
emains  the  possibility  of  securing  corporate  charters  in  foreign  countries.  I  note, 
or  instance,  in  the  New  York  Tribune,  tor  January  7,  that  Quel^  is  the  latest  bidder 
or  corporate  consideration,  and  that  a  representative  of  that  Province  says  that,  ''In 
of  the  development  of  drastic  'antitrust'  legislation  in  the  United  States,  to  go 


o  Quebec  will  be  the  eas^  and  perhaps  only  solution  for  many  of  the  large  industrial 
ombinations  in  the  United  States.'  No  State  can  forbid  the  entrance  of  such  a 
orporation  for  international  or  interstate  trade,  although  probably  the  United  States 
ould  do  so,  unless  restrained  by  some  treaty  provision.  On  the  other  hand,  the 
Jnited  States  could  not  forbid  its  entrance  for  manufacturing  or  nontrading  purposes, 
Jthough  anv  State  could  do  so.  Hence  a  very  harmonious  scheme  among  the  gov- 
imments  oi  the  States  and  the  United  States  would  be  necessary  to  prevent  the 
iticcessful  operations  of  such  corporations. 

The  joint  control  of  corporations  by  the  States  and  the  National  Government,  while 
t  has  led  to  a  good  many  inconveniences,  has  not  heretofore  seemed  wholly  inade- 
|uate  to  meet  existing  conditions.  But  with  the  present  marked  tendency  to  con- 
olidate  competing  interests  into  one  corporation,  and  with  the  present  marked 
endency  to  offer  to  such  corporate  aggregations  a  favorable  habitat,  the  question 
becomes  a  practical  and  pressing  one  whether  the  dual  control  heretofore  exercised 
>ught  not  to  make  way  for  an  undivided  control — not  of  interstate  commerce,  for  that 
8  already  solely  in  the  hands  of  Congress — but  of  corporations  engaged  in  interstate 
x>mmerce,  either  by  giving  to  the  States,  if  that  be  possible,  full  power  over  corpora- 
ions  engaged  in  interstate  commerce,  or  by  reserving  to  the  Federal  Grovemment,  if 
iiat  be  possible,  full  control  over  them. 

Turning  now  to  the  second  possible  solution  of  the  problem  we  are  met  at  the 
threshold  with  these  questions:  May  Congress  delegate  to  the  States  full  control 
>ver  corporations  engaged  in  interstate  commerce?  May  it  place  such  corporations 
n  the  same  position  as  concerns  their  right  to  do  business  in  a  State  as  that  occupied 
>y  nontrading  corporations?  May  it  eni^  constitutionally  that  a  corporation  engaged 
n  interstate  commerce  shall  upon  entering  the  territory  of  a  State  be  subject  to  the 
aws  of  that  State,  and  that  its  right  to  enter  the  territory  of  a  State  shul  depend 
ipon  the  laws  of  that  State? 

There  is  no  direct  authority  known  to  me  upon  this  point.  But  such  authority  as 
Jiere  is  casting  light  upon  the  problem  seems  to  support  the  thesis  that  Congress  may 
prant  to  a  State  regulative  power  over  interstate  commerce,  which,  in  the  absence  of 
nich  legislation,  the  State  would  not  possess.  Thus  where  the  Supreme  Court  had 
leld  invalid  a  State  law  authorizing  a  bridge  over  the  Ohio  be<»tuse  such  bridge 
>b0tructed  navigation,  it  thereafter  held  that  a  subsequent  act  of  Congress  declaring 
Rich  bridge  to  be  a  lawful  structure  superseded  its  former  judgment  and  validated 
iie  State  legislation.  (Pennsylvania  v.  Wheeling  and  Belmont  Bridge  Co.  ,18  How., 
121.)  Again,  after  the  Supreme  Court  had  decided  (Leisy  v.  Hardin,  135  U.  S.,  100) 
liat  State  legislation  forbidding  the  sale  of  intoxicating  liquors  imported  into  the 
^tate  in  the  original  package  was  invalid  as  a  regulation  of  commerce,  it  afterwards 
leld  that  a  sub^uent  act  of  Congress  (the  "Wilson  Act,^'  26  Stat.  L.,313K  providing 
;hat  such  liquors  should  be  subjc^  to  tne  State  laws,  was  a  valid  exercise  by  Congress 
>f  its  power  to  regulate  commerce,  and  that  the  State  laws  thereafter  operated  upon 
ind  affected  such  liouors  (In  re  Bahrer,  140  U.  S.,  545) .  It  is  true  that  the  court  is 
aireful  to  say  that  Congress  did  not  delegate  thereby  to  the  States  its  power  to  regu- 
ate  interstate  commerce,  nor  use  terms  of  permission  to  the  States  to  act,  but  that  it 
amply  removed  an  impediment  to  the  enforcement  of  State  laws  created  by  the  absence 
>f  a  specific  indication  of  the  will  of  Congress.  It  is  familiar  doctrine  that  where 
[Congress  has  not  acted  its  silence  is  to  be  taken  as  an  indication  of  its  will  that  com- 
merce shall  be  free.  By  speaking  in  this  case  Consress  repelled  this  presumption 
ind  indicated  how,  and  to  what  extent,  interstate  trade  in  a  particular  article  of  com- 
merce should  be  restricted.  But  this  it  did  by  subjecting  the  article  to  the  laws  of 
the  various  States.  It  is  obvious  that  Congress  thereby  gave  to  every  State  power  to 
regulate  interstate  traffic  in  intoxicating  liquors  to  the  extent  of  prohibiting  a  resale 
in  the  original  package. 
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In  the  recent  case  of  Scott  r.  Donald  (165  U.  S.,  58,  107) ,  arisiniE:  ancler  the  >nffih 
Can>lina  dispensary  law,  it  wa^  held  that  the  law  waa  invalid  eo  far  as  it  forbade  iLe 
nhipping  of  liquor  into  the  State  for  the  uee  of  the  consignee,  because  the  WiUm  Ad 
<lid  not  authorize  the  State  law  to  operate  until  the  liquor  was  in  the  8tate  ainl  at  ib 
d(f<t]nation.  In  Rhodes  v.  Iowa  (170  U.  8.,  412)  it  was  held  that  the  Wilfoa  Act<i:! 
not  pi^miit  the  State  to  stop  the  liquor  at  the  State  line  or  to  operate  upon  it  until  ii 
was  in  the  hands  of  the  conmgnee.  In  Vance  p.  Vandercook  Co.  (170  U.  S.,  4;>^  ii 
was  held,  under  the  South  Carolina  dispensary  law,  that  the  law  as  amended,  vaf 
valid  so  far  as  it  forbade  the  sale  of  original  packages,  althoneh  the  State  did  l-a 
prohibit  the  sale  of  such  liquors  altogether,  but  merely  regulated  it. 

Another  example  of  Congressional  delegation  of  power  to  the  States  over  inter^utr 
commence  is  found  in  the  act  (U.  S.  Rev.  Stat.,  sec.  4280)  subjecting  explosive?  in 
transit  thn)ugh  a  State  to  the  laws  of  the  State  and  authorizing  States  to  prohibit  ine 
intrixlnction  of  such  explosives  for  sale  or  use  at  their  discretion.  A  very  early  euoh 
pie  of  the  same  sort  of  legislation  is  found  in  the  act  of  February  28,  180:^  (2  Stat  U 
200) ,  forbidding  the  im()ortation  from  abroad  of  negroes  into  any  State  whoee  lav? 
forlmde  such  importation.  In  the  same  way  State  quarantine  laws  (1  Stat.  L. ,  619 1  an>i 
State  pilotage  laws  (U.S. Rev. Stat., 4235, 4236)  have  by  Congreasional  action  lieHi 
made  oi)erative  upon  international  and  interstate  commerce.  So  also  Congi^^  b$ 
yielded  to  the  States  power  to  tax  the  shares  of  national  banks  (U.S.  Rev. Stat.. 
621»). 

There  is  at  present  a  Federal  statute  forbidding  the  importation  of  conTict-iDaiii> 
goods  (30  Stat.  L. ,  21 1 ,  {  31) .  A  similar  State  law  forbidding  the  introd action  into  tbr 
State  oi  convict-made  gooas  has  been  declared  imconstitutional  because  reg:ulati\-e  ot 
interstate  commence  (People  t>.  Hawkins,  157  N.  Y.,  1) .  But  if,  following  the  sog^ 
tion  of  Governor  Roosevelt  in  his  last  annual  message.  Congress  shoukl  enact  that  x\r 
laws  of  a  State  shall  o{)erate  upon  and  affect  convict-made  ^^Dods  brought  from  anotb^ 
State  equally  with  those  made  and  sold  in  tlie  State,  would  not  this  \^  a  valid  nieiM 
of  rt'gulating  commerce  within  the  decision  based  upon  the  Wilson  Act  (In  re  Rahivf. 
140  I'.  S.,  545)? 

The  civil -rights  laws  of  the  States  have  been  held  invalid  so  far  as  thev  rcgabtr 
interstate  commerce  (Hall  v.  De  Cuir,  95  U.  S.,  485) .  But  if  Congress  should  pro\v> 
that  such  laws  shall  oi)erate  upon  and  affect  interstate  commerce,  would  not  snch  a 
law  fall  within  the  same  doctrine? 

If,  now,  Congress  may  enact  that  the  laws  of  a  State  passed  to  restrict  the  sale  '^ 
intoxi(!ating  liquors,  or  the  dangers  arising  from  the  transportation  and  use  of  explo 
siveH,  shall  ot)erate  upon  and  affect  interstate  commerce,  and  if,  as  suggested,  Congrv^ 
may  enact  that  the  laws  of  a  State  concerning  convict-made  goods  or  civil  rights,  etc. 
shall  operate  upon  and  affect  interstate  commerce,  is  it  not  reasonable  to  hold  that  h 
mav  enact  that  the  laws  of  a  State  concerning  foreign  corporations  shall  operate  npoa 
ancl  affect  thost^  engagini  in  interstate  commerce  equally  with  those  engaged  in  insor- 
an(*e  (Paul  r.  Virginia,  8  Wall.,  168)  or  bill  brokerage  (Nathan  r.  Louisiana,  8  Hot.. 
73)  not  held  to  be  engaged  in  interstate  commerce?  It  must  be  rememberetl  thats 
(H)riK>ration  is  not  a  citizen  within  the  meaning  of  Article  IV^,  section  2,  of  the  Ftnlerai 
Constitution,  and  all  that  prevents  a  State  from  controlling  a  foreign  corporatiim  i? 
the  coninien*e  claum».  If,  m  the  exercise  of  its  powers  unaer  that  clause,  Congre* 
should  nMiiove  tlie  imi)etijment  to  State  regulation  of  such  corporations,  there  woqU 
seem  to  Ihj  no  reason  why  the  States  could  not  protect  themselves  by  their  own  laws 
against  the  o|)erations  of  monopolistic  combinations.  They  may  do  so  now  as  to  c«"»rB- 
binations,  wnether  in  the  fonn  of  corporations  or  ** trusts,"  created  for  nontradini; 
purj)08es.  They  could  do  so  then  as  to  trading  coiyorations,  and  thus  a  very  com- 
plete si^heme  of^  State  control  over  corporations  coula  be  worked  out 

To  sum  up:  A  corporation  has  no  innerent  right  to  go  into  another  State  than  thsl 
of  its  origin.  The  only  corporations  that  escape  this  rule  are  those  engageil  in  inter- 
state conniiert!e  (or  those  chartered  by  Congr^,  which  are  not  now  under  ct>nsider- 
ation).  Coiigress,  in  the  exercise  of  its  powers  to  regulate  commerce  among  thr 
States  and  with  foreign  nations,  may  remove  the  impediment  to  the  operation  vi 
State  laws  ui)on  such  commerce.  It  may,  therefore,  remove  the  impediment  to  tiw 
oi>eration  of  State  laws  upon  corporations  engaged  in  interstate  or  international  ci^m- 
njert«e.  This  would  conmiit  the  control  of  all  domestic  and  foreign  corporations  in 
anv  State  to  the  legislature  of  that  State. 

turning  now  to  the  third  possible  solution  of  the  problem,  we  face  the  inquirr 
whether  the  United  States  may,  under  the  Federal  Constitution,  limit  the  right  <  i 
corporations  to  engage  in  interstate  commerce  to  corporations  created  by  Congre*^ 
and  thus  take  to  itself  the  entire  practical  control  of  such  corporate  enterprises. 

There  are,  perhaps,  three  ways  in  which  Congress  could  effectively  exercise  a 
power  to  restrict  or  destroy  the  busineaa  of  State  corporations  engaged  in  intereutt 
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lommerce.  (1)  It  might  forbid  to  such  corporations  as  fall  within  a  definition  of 
nonopoly  the  use  of  the  mails.  (2)  It  might  tax  State  corporations  upon  their  inter- 
tate  commerce.  (3)  It  might  directly  prohibit  State  corporations  from  engaging  in 
nterstate  commerce. 

Congress  has  exercised  the  right  to  exclude  from  the  mails  letters  or  circulars  con- 
teming  lotteries  or  other  enterprises  in  which  there  is  the  element  of  chance  (act  of 
!eptemberl9,  1890;  26 Stat.  L.,  465), and  this  leg^ation  has  been  held  constitu- 
ional.  (In  re  Jackson,  96 U.  S.,  727;  In  re  Bapier,  143  U.  S.,  110.)  It  has  exercised 
he  ri^ht  to  prohibit  the  carriage  of  indecentpublications  and  articles  in  the  mails 
»r  by  interstate  carriers.  (25  Stat.  L.,  496;  29  Stat.  L.,  512.)  It  has  forbidden  the 
ransportation  of  diseased  cattle  or  meat  which  has  been  exposed  to  infection.  (23 
(tat.  li.,  31;  26  Siat.  L.,  1089.)  All  of  these  acts  are  a  proper  exercise  of  the  Federal 
K>lice  power.  But  it  is  now  clear  that  the  police  power  is  not  confined  to  the  pro- 
ection  of  health  or  morals  or  safety,  but  extends  to  the  protection  of  the  reasonable 
Jid  convenient  exercise  of  private  rights.  ( Lake  Shore  &  Mich.  So.  Rwy.  v.  Ohio,  173 
J.  S.  285.)  Why,  then,  may  not  Congress  denounce  monopolistic  combinations, 
whether  in  the  form  of  corporations  or  not^  as  a  hindrance  to  such  rights,  and  deny 
o  such  combinations  the  use  of  the  mallei?  If  it  may  denounce  gainbling  contracts 
nto  which  persons  voluntariljr  enter,  and  forbid  such  contracts  to  be  made  or  executed 
>y  the  use  of  the  mails,  a  fortiori  it  may  denounce  a  monopoly  which  compels  the 
leople  at  large  to  buy  the  necessaries  o!  life  at  a  price  fixed  by  the  monopoly,  and 
nay  deny  to  it  the  use  of  the  mails. 

In  like  manner,  Congress  has  exercised  its  ^wer  of  taxation  to  render  impossible, 
>ecause  unprofitable,  the  continuance  of  a  business  by  a  State  corporation  over  which 
Ikmgress  desired  to  assume  the  control  vested  in  it  by  the  Federal  Constitution. 

Wnen  the  National  Government  determined  to  suppress  the  evils  arising  from  the 
rant  of  uniformi^.y  and  adeouate  control  in  the  laws  of  the  various  States  authoriz- 
ng  or  permitting  the  issue  of  circulating  notes  as  a  medium  of  exchange,  it  resorted 
o  the  expedient  of  providing  for  the  formation  of  banking  corporations  under  a  Fed- 
iral  law  and  the  reoii^anization  of  State  banking  cor^rations  under  the  Federal  law, 
jid  8upi>lemented  this  legislation  with  a  tax  on  the  issues  of  State  banks  which  ren- 
lered  it  impossible  for  them  to  continue  their  issues  at  a  profit.  This  leeislation  was 
lustained  as  within  the  constitutional  powers  of  Congress.  (Veazie  Bank  v.  Fenno,  8 
iVall.,  533;  National  Bank  t;.  United  States,  101  IT.  S.,  1.)  And  it  was  held  that  it 
equired  no  concurrent  action  on  the  part  of  the  States  to  enable  the  State  corpora- 
ions  to  reoraanize  as  Federal  corporations.    (Casey  v.  Galli,  94  U.  S.,  673.) 

The  lo^ca^  result  of  this  decision  was  recognized  by  the  court.  Mr.  Justice  Nel- 
on,  in  dissenting  from  the  judjpnent  of  the  court  in  Veazie  Bank  v.  Fenno  (p.  556) , 
>ointed  it  out  very  distinctly  m  these  words:  '*It  is  true  that  the  present  aecision 
trikes  only  at  the  power  by  create  banks,  but  no  person  can  fail  to  see  that  the  prin- 
iple  involved  affects  the  power  to  create  any  other  description  of  corporation,  such 
fl  railroads,  turnpikes,  manufacturing  companies,  and  others. '' 

The  l^siation  m  question,  supplementect  by  the  decision  that  it  is  a  valid  exercise 
»f  the  F^end  power,  suggests  tne  method  of  securing  a  uniform  Federal  control  of 
orporations  enga§[ed  in  mterstate  commerce.  A  national  act  which  should  provide 
or  the  incorporation  of  trading  companies  and  the  reorganization  of  State  trading 
orporations  under  the  Fedwal  act,  supplemented  by  a  tax  upon  the  interstate  busi- 
tesB  of  the  State  corporations,  would  lead  to  a  uniformity  similar  to  that  attained  in 
he  case  of  banks  of  issue,  and  would  place  all  such  interstate  business,  so  far  as  it  is 
arried  on  bv  corporations,  strictly  within  the  control  of  the  Federal  power. 

But  would  such  legislation  be  constitutional?  I  believe  that  it  would,  and  for  the 
oUowingreasons: 

First  The  power  to  regulate  interstate  commerce  is  unquestionably  confided  exclu- 
ively  to  Congress,  and  is  restricted,  if  at  all,  by  Congressional  acquiescence  in  the 
txercise  of  a  concurrent  power  by  the  States  so  far  as  that  operates  for  merely  local 
mrposes  and  is  not  designed  to  regulate,  and  does  not  directly  regulate,  such  com- 
nerce.  (Gibbons  v.  Ctoien,  9  Wheat,  Ij  Brown  v,  Maryland,  12  Wheat.,  419;  (Jooley 
.  Port  Wardens,  12  How.,  299;  The  License  Cases,  5  How.,  504;  County  of  Mobile 
'.  Kimball,  102  U.  S.,  691;  Bowman  v.  Chicago  <&  N.  W.  Ry.,  125  U.  S.,  465;  Leisy  v. 
iardin,  135  U.  S.,  100;  In  re  Rahrer,  140  IL  S.,  545;  Addyston  Pipe  <&  Steel  Co.  v, 
Tnited  States,  20  S.  C.  R.,  96.) 

Second.  Where  Congress  is  given  a  power  it  is  given  the  supplementary  power  **  to 
nake  all  laws  which  Siall  be  necessary  and  proper  for  carrying  into  execution  the 
oregoing  powers''  (Const.  Ait.  I,  sec.  8,  subs.  18),  and  this  includes  the  power  to 
^reate  such  corporations  or  ag<^cies  of  the  Government  as  may  be  deemed  necessary 
[McCulloch  V.  Maryland,  4  Wheat,  316;  Luxton  v.  North  Kiver  Bridge  Co.,  153 
J.  S.,  525) .    In  the  exercise  of  this  power  Congress  has  created  banking  corporations 
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(1  Stat.  L.,  191;  12  lb.,  666;  13  lb.,  99;  21  lb.,  66;  22  lb.,  162;  Rev.  Stat,,  p.  96?-; 
railnMui  and  telesraph  companiee  (12  Stat  L.,  489;  13  lb.,  365;  14  lb.,  292;  16  IK, 
573;  17  lb.,  59) ;  brid^  companies  (26  Stat.  L.,  268) ;  the  Nicara^^ua  Canal  ComptBT 
(25  Stat.  L.,  673) ;  savings  and  tnist  rompanv  (13  Stat.  L.,  510) ;  msnnuioe  o)DipiBT. 
though  perhaps  this  was  while  acting  as  a  lepslature  for  the  District  of  ColQml]^ 
(13  Stat  L.,  428;  27  lb.,  29),  and  perhaps  other  (H)rporations. 

It  has  lxH»n  held  that  the  States  can  not  tax  such  corporations  without  the  roisat 
of  ConjjfTcss  (California  r.  Pacific  R.  R.  Co.,  127  U.  S.,  1),  and  tbat  under  the  act  f4 
Man^h  3,  1875,  they  are  entitled  to  remove  their  causes  into  tbe  Federal  coore 
(Pacific  Railroad  Removal  Cases,  115  U.  S.,  2),  though  doubtless  Congress  could  dec? 
them  this  right  if  it  thought  fit. 

Such  cc)riK)ration8  might,  and  probably  would,  do  a  domestic  busineas  within  the 
States,  but  if  so  they  would  be  subjet»t  to  the  rule  that  where  Congress  creates » cor- 
poration and  rtMuains  silent  as  to  its  merely  domestic  business,  its  silence  is  eqain- 
lent  to  a  declaration  of  intention  that  the  corporation  should  1^  subject  to  State  Uis 
as  to  such  domestic  business.  (Reagan  r.  Mercantile  Trust  Co.,  154  U.  S.,  413;  Smrtk 
V.  Ames,  169  V.  S.,  466,  519-522.) 

Third.  A  tax  upon  the  commercial  oj^erations  of  corporations  engaged  in  intff- 
state  commence  is  not  a  direct  tax,  for  it  is  not  a  tax  upon  real  or  personal  propertr 
or  upon  the  income  derived  from  real  or  personal  property.  In  Pollock  r.  rannei?' 
Loan  and  Trust  C>>mpany  (158  U.  S.,  601, 637)  tht  majority  of  the  court,  while  hM- 
ing  a  tax  on  the  income  of  realty  and  personalty  a  direct  tax,  are  careful  to  stefr 
that  "we  do  not  mean  to  say  that  an  a(;t  ♦  *  *  might  not  lay  excise  taxff  •« 
biwiness,  privileges,  employments,  and  vocations."  In  Nicol  v.  Ames  (1731.^, 
509)  the  court  held  the  stamp  tax  on  sales  made  at  an  exchange  or  board  of  Ut^ 
to  be  an  indirect  tax  or  excise,  and  not  a  direct  tax  on  the  property  sold  or  on  the 
meml)ers  who  engaginl  in  the  business,  although  the  tax  is  measured  by  the  valoed 
the  property  sold.  The  same  case  held  furtner  that  the  tax  was  not  objectionable 
for  want  of  uniformity.  It  is  tnie  the  court  places  its  decision  upon  the  ground thsi 
it  is  a  tax  upon  the  facilities  offered  at  exchanges,  and  suggests  that  a  tax  up^i 
sale  made  in  an^  place  would  be  practically  a  tax  upon  property,  because  taking  do 
notice  of  any  kmd  of  privilege  or  facility.  But  the  privilege  or  facility  offered  to i 
corporation  to  engage  m  interstate  commerce  is  of  two  kinds:  First,  the  privilejzeto 
be  a  corporation,  which  is  derived  from  the  State  and  can  not  be  taxed  by  tbe  Fed- 
eral (tovemment,  and,  second,  the  privilege  to  engage  in  interstate  commerce,  whift 
is  beyond  the  control  of  the  States  and  within  the  control  of  Congress,  and  nay 
therefore  be  taxed  by  the  powtir  that  (confers  or  permits  it.  This  ofifere,  it  seem^^* 
me,  the  basis  of  classification  which  is  necessary  to  the  laying  of  such  a  tax  «» 
brings  the  case  into  barmony  with  the  leading  cases  on  Federal  taxation.  (Veas^ 
Bank  v.  Fenno,  8  Wall.,  533;  National  Bank  t'.  United  States,  101  U.  S.,  1;  Scholeyr 
Rew,23  Wall., 331;  Pollock  t;.  Farmers'  I.oan  and  Trust  Company,  157  U.S., 429, oo 
rehearing  158  U.  S.,  601;  Nicol  v.  Ames,  173  U.  S.,  509.) 

Practical  difficulties  might  arise  in  determining  when  an  article  sold  by  a  ooroort- 
tion  has  become  a  part  ot  interstate  commerce,  and  so  the  transaction  one  subjert 
to  the  i>rivilege  tax;  but  this  difficulty  is  no  greater  than  that  now  experienced  in 
determmin^  the  same  question  where  the  right  of  a  State  to  tax  or  r^^late  interstate 
commerce  is  questioned.  (Brown  v.  Maryland,  12 Wheat.,  419;  Brown  r.  HoustoUt 
114  U.  S.,  622;  Cole  r.  Errol,  116  U.  S., 517;  Leisy  v.  Hardin,  135  U.  S.,  100;  Pittsbaig. 
etc.,  Co.  V.  Bates,  156  U.  S.,  577;  State  v.  Engle,  34  N.  J.  L.,  425.) 

Probably  Congress  might,  if  it  saw  fit,  act  directly  by  prohibiting  State  corporatiots 
from  engaging  in  interstate  commerce.  It  must  be  remembered  that  a  corporation 
has  no  rights  outside  of  the  State  of  its  origin  except  such  rights  as  the  State  iR^ 
which  it  goes  is  pleased  to  grant  to  it,  except  that  the  State  into  whicb  it  goes  can  DOt 
deny  it  the  right  to  engage  in  interstate  commerce,  because  the  State  has  no  powtf 
over  such  commerce.  In  other  words,  it  is  not  the  strength  of  the  corporation  W , 
tne  impotence  of  the  State  that  enables  the  corporation  to  do  such  business  within 
the  territory  of  the  State.  But  the  National  Government  has  precisely  the  po»^^ 
which  is  denieti  to  the  State.  To  it  is  committed  the  power  to  regulate  interettte 
commerce.  It  therefore  may  do  what  the  State  may  not  do,  forbid  a  corporation  t«^ 
engage  in  interstate  commerce.  It  can  not  be  that'in  the  division  of  powers  any- 
thing has  been  lost.  If  the  State  has  lost,  the  nation  has  gained.  If  the  corponiuoa 
could  have  been  prevented  from  entering  another  State  l^fore  the  Constitution  was 
in  effect,  the  power  to  prevent  it  must  still  be  lodged  somewhere,  unless  it  has  be^ 
expressly  denied  by  the  Constitution  to  both  State  and  nation.  No  such  denial « 
the  power  can  be  found  in  that  document  Therefore, since  the  States  havens 
lon^r  the  power  to  prevent  a  corporation  from  engaging  in  interstate  commerce,  tfl^ 
nation  must  have  become  the  recipient  of  the  power  by  the  very  terms  of  ihepw- 
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vision  that  impliedly  denied  it  to  the  States.  I  am  unable  to  see  any  escape,  there- 
fore, from  the  conclusion  that  Congress,  under  the  power  to  regulate  commerce 
among  the  States^  may  fix  the  terms  on  which  corporations  nmy  conduct  such  busi- 
ness or  may  prohibit  them  from  engaging  in  it  at  all.  If  this  be  not  true,  then  a 
single  State  may  create  an  artificial  being  that  is  not  a  citizen  of  any  State  fsave 
merely  for  jurisdictional  purposes)  or  of  the  United  States,  and  which  no  other  State 
or  States  nor  yet  the  Unitea  States  can  control  when  it  passes  outside  of  the  State  of 
its  origin.  It  is  impossible  to  hold  that  one  State  can  thus  foist  upon  the  other 
States  and  upon  the  United  States  an  ungovernable  creature  of  this  sort,  a  l^alized 
and  irresponsible  Frankenstein. 

Whether,  finally,  we  are  to  go  on  under  the  present  system  of  dual  control,  or 
whether  we  are  to  have  a  system  of  exclusive  State  control,  or  whether  we  are  to 
have  a  system  of  exclusive  Federal  control,  seems  to  be  within  the  province  of  Con- 
^:ress  to  decide.  The  present  system  rests  upon  a  long  development  and  commends 
Itself  to  the  conservative  and  the  cautious.  Whether  it  is  satisfactory  or  can  be 
made  so  is  for  the  economists  and  statesmen  to  determine.  The  system  of  exclusive 
State  control  would  doubtless  lead  to  different  results  in  different  States,  and  while 
it  might  create  some  confusion  and  inconvenience,  and  even  hardship,  it  would 
eventually  furnish  a  basis  for  a  comparative  study  of  the  differing  experiments. 
Whether  this  loss  in  uniformity  would  overbalance  the  gain  from  diversity  I  do  not 
pretend  to  say.  I  merely  point  out  that  such  diversity  would  furnish  the  data  for  a 
later  movement  looking  toward  uniformitv  in  case  such  a  movement  should  later 
seem  desirable.  The  system  of  exclxisive  Federal  control  would  seem,  perhaps,  the 
logical  outcome  of  the  constitutional  provision  giving  to  Congress  the  power  to  regu- 
late interstate  commerce.  I  am  even  disposed  to  tmnk  that  it  will  be  the  ultimate 
solution  of  the  present  problems.  Whetner  the  time  is  now  ripe  for  it,  or  whether 
we  need  rather  to  proceed  first  with  tentative  experiments  under  one  of  the  other 
two  methods,  is  a  question  upon  which  we  may  well  hear  more  before  we  make  haste 
to  decide. 
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CHARTERS  Ajm  BY-LAWS. 


Non.— The  trust  agreement  of  The  Sugar  Refineries'  Company  (the  so-called  Sugar  Trust)  can  be 
found  on  page  3  of  the  report  of  the  Bacon  Committee  of  1^  (report  in  relation  to  the  Sugar  Trust 
and  the  Standard  Oil  Trust  by  the  Committee  on  Manufactures,  House  of  Bepresentatiyes,  Fiftieth 
Congress,  first  session.  House  Reports,  vol.  9) .  For  the  trust  agreement  of  the  Distillers'  and  Cattle 
Feeders'  Trust  (the  so-called  Whuky  Trust),  see  page  198  of  the  present  volume.  For  the  articles  of 
Incorporation  of  the  Distilling  and  Cattle  Feeding  Company,  see  page  218.  See  a^so  the  report  of  the 
Whisky  Trust  Investigation  of  the  Fifty-second  Congress,  second  session  (1888) ,  H.  R.  No.  2801,  vol.  S. 

THE  STANDARD  OIL  TRUST  AGREEMENT. 

This  agreement,  made  and  entered  upon  this  second  day  of  January,  A.  D.  1882,  by 
and  between  all  the  persons  who  shall  now  or  may  hereafter  execute  the  same  as 
parties  thereto,  witnesseth: 

I.  It  is  intended  that  the  parties  to  this  agreement  shall  embrace  three  classes, 
to  wit: 

(1)  All  the  stockholders  and  members  of  the  following  corporations  and  limited 
partnershijDB,  to  wit: 

Acme  On  Co.  (New  York) ,  Acme  Oil  Co.  (Pennsylvania) ,  Atlantic  Refining  Co.. 
of  Phila.;  Bush  &  Co.  Limited,  Camden  Consolidated  Oil  Co.,  Elizabethport  Acid 
Works,  Imperial  Refining  Co.,  Limited,  Chas.  Pratt  &  Co.,  Paine,  Ablett  &  Co., 
Limited,  Standard  Oil  Co.  (Ohio) ,  Standard  Oil  Co.  (Pittsburg) ,  Smith's  Ferry  Oil 
Trans.  Co.,  Solar  Oil  Co.  Limited,  Sone  &  Fleming  Mfg.  Co.,  Limited. 

Also  all  the  stockholders  and  members  of  such  other  corporations  and  limited  part- 
nerships as  may  hereafter  join  in  this  agreement  at  the  request  of  the  trustees  herein 
provided  for. 

(2)  The  following  individuals,  to  wit: 

W .  C.  Andrews,  John  D.  Archbold,  Lide  K.  Arter,  J.  A.  Bostwick,  Beni.  Brewster, 
D.  Bushnell,  Thomas  C.  Bushnell,  J.  N.  Camden,  Henry  L.  Davis,  H.  M.  Flagler, 
Mrs.  H.  M.  Flagler,  H.  M.  Hanna,  and  George  W.  Chapin,  D.  M.  Harkness,  D.  M. 
Harkness,  trustee;  S.  V.  Harkness,  John  Huntington,  H.  A.  Hutchins,  Chas.  F.  G. 
Heye,  0.  B.  Jennings,  Chas.  Lockhart,  A.  M.  AicGregor,  Wm.  H.  Macy,  Wm.  H. 
Macy,  jr.,  estate  of  Josiah  Macy,  jr.,  Wm.  H.  Macy,  jr.,  executor;  O.  H.  Payne, 
O.  H.  rayne,  trustee;  Chas.  Pratt,  Horace  A.  Pratt,  C.  M.  Pratt,  A.  J.  Pouch,  John 
D.  Rockefeller,  Wm.  Rockefeller,  Henry  H.  Roeers,  W.  P.  Thompson,  J.  J.  Van- 
deigrift,  Wm.  T.  Ward  well,  W.  G.  Warden,  Joseph  L.  Warden;  Warden,  Frew 
&  Co.,  Louise  C.  Wheaton,  Julia  H.  York,  George  H.  Vilas,  M.  R.  Keith,  Geo.  F. 
Chester,  trustees. 

Also  all  such  individuals  as  may  hereafter  join  in  this  agreement  at  the  request  of 
the  trustees  herein  provided  for. 

(3)  A  portion  of  the  stockholders  and  members  of  the  following  corporations  and 
limited  partnerships,  to  wit: 

American  Lubricating  Oil  Co.,  Baltimore  United  Oil  Co.,  Beacon  Oil  Co.,  Bush 
&  Denslow  ManufgCo.,  Central  Refining  Co.,  of  Pittsburg;  Chesebrough  Manuf  eCo., 
Chess-Carley  Co.,  Consolidated  Tank  Line  Co.,  Inland  Oil  Co.,  Keystone  Refining 
Co.,  Maverick  Oil  Co.,  National  Transit  Co.,  Portland  Kerosene  Oil  Co.,  Producer's 
Con'd  Land  and  Petroleum  Co.,  Signal  Oil  Works,  Limited,  Thompfwn  and  Bedford 
Co.  Limited,  Devoe  Manufg  Co.,  Eclipse  Lubricating  Oil  Co.,  Limited,  Empire 
Refining  Co.,  Limited,  Franklin  Pipe  Co.,  Limited,  Galena  Oil  Works,  Limited, 
Galena  Farm  Oil  Co.,  Limited,  Germania  Mining  Co.,  Vacuum  Oil  Co.,  H.  0.  Van 
Tine  &  Co.,  Limited,  Waters-Pierce  Oil  Co. 
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Alw)  BtockholderR  and  znembenB  (not  bein^  all  thereof)  of  other  corporations  aod 
limited  partnerships  who  may  hereafter  join  m  this  agreement  at  the  request  of  the 
tru8te«j  nerein  provided  for. 

II.  The  parties  hereto  do  covenant  and  agree  to  and  with  each  other,  each  in  coo- 
sideration  of  the  mutual  covenants  and  agreements  of  the  others,  as  follows: 

(1)  As  soon  as  practicable  a  corporation  shall  be  formed  in  each  of  the  followi]^ 
States,  under  the  laws  thereof,  to-wit:  Ohio,  New  York,  Pennsylvania  and  New  Jer- 
sey; provided,  however,  that  instead  of  organizing  a  new  corporation,  any  exietingr 
charter  and  oiganization  may  be  used  for  the  purpose  when  it  can  advantageoossiT 
be  done. 

(2)  The  purposes  and  powers  of  said  corporations  shall  be  to  mine  for,  prodi»f, 
manufacture,  refine,  and  deal  in  petroleum  and  all  its  products,  and  ail  the  matemis 
used  in  such  business,  and  transact  other  business  collateral  thereto.  But  other  pur- 
poses and  powers  shall  be  embraced  in  the  several  charters  such  as  shall  ssaafo 
expedient  to  the  parties  procuring  the  charter,  or,  if  necessary  to  comply  with  the 
law,  the  powers  aforesaid  may  be  restricted  and  reduced. 

(3)  At  any  time  hereafter,  when  it  may  seem  advisable  to  the  trustees  herein  pm- 
vided  for,  similar  corporations  may  be  formed  in  other  States  and  Territories^ 

(4^  Each  of  said  cx>rporations  shall  be  known  as  the  Standard  Oil  Co.  of 

(ana  here  shall  follow  the  name  of  the  State  or  Territory  by  virtue  of  the  law«  li 
which  said  corporation  is  organized). 

(5)  The  capital  stock  of  each  of  said  corporations  shall  be  fixed  at  such  an  amount 
as  may  seem  ne<*essary  and  advisable  to  the  parties  organizing  the  same,  in  vievf  d 
the  purp)«e  to  be  accomplished. 

(6)  The  Hliares  of  stocK  of  each  of  said  corporations  shall  be  issued  only  for  monef. 
property,  or  assets  equal  at  a  fair  vfduation  to  the  par  value  of  the  stock  delivered 
therefor. 

(7)  All  of  the  property,  real  and  personal,  assets,  and  business  of  each  and  all  of 
the  corporations  and  limited  partnerships  mentioned  or  embraced  in  class  (I)  shall 
be  transferred  to  and  vested  in  the  said  several  Standard  Oil  companies.  All  uf  the 
property,  assets,  and  business  in  or  of  each  particular  State  shall  be  transferred  to  ai^ 
vesteil  in  the  Standard  Oil  Ck).  of  that  particular  State,  «nd  in  order  to  aceonipik^h 
such  pur{M)He  the  directors  and  mana^rs  of  each  and  all  of  the  several  corporati<>iis 
and  hmited  partnerships  mentioned  m  class  first,  are  hereby  authorized  and  dire«*t<^i 
by  the  st<K'knolderH  and  members  thereof  (all  of  them  being  parties  to  thia  agrw 
nient)  to  sell,  aw^ign,  transfer,  convey,  and  make  over,  for  the  consideration  hereio- 
after  mentioned,  to  the  Standard  Oil  Co.  or  companies  of  the  proper  State  or  States, 
as  wHm  an  said  corporations  are  organized  and  ready  to  receive  the  same,  all  the  prc^- 
erty,  real  and  personal,  assets,  and  business  of  saicl  corporations  and  limited  jiartner- 
shi|)s.  (\)rrert  si^hedules  of  such  property,  assets,  and  business  shall  accompany  eau.^ 
transfer: 

(8)  The  mdividuals  embraced  in  class  second  of  this  agreement  do  each  for  him^lf 
agree,  for  the  (X)nsideration  hereinafter  mentioned,  to  sell,  assign,  transfer,  eonv*^y. 
and  set  over  all  the  property,  real  and  personal,  assets,  and  business  mentioned  aikl 
embra(^e<i  in  schedules  accompanying  such  sale  and  transfer  to  the  Standard  Oil  C\«i- 
pany  or  C'ompanies  of  the  pro])er  State  or  States,  as  soon  as  the  said  corporations  ar^ 
organ iziMl  ana  rea<iy  to  retreive  the  same. 

(9)  Tlie  parties  embraced  in  class  third  of  this  aj^reement  do  covenant  and  a^n^^  to 
assijfn  and  transfer  ail  of  the  stock  held  by  them  m  the  corporations  or  limited  part- 
nershiiw  herein  named,  to  the  trustees  herein  provided  for,  for  the  c*onsideration  and 
u}X)n  the  ternis  hereinafter  set  forth.  It  is  understood  and  agreed  that  the  said  trus- 
tees and  their  successors  may  hereafter  take  the  assignment  of  stocks  in  the  same  tv 
similar  companies  u}X)n  the  terms  herein  providetl,  and  that  whenever  and  as  often 
as  all  the  stocrks  of  any  corporation  and  limited  partnership  are  vestetl  in  saiil  tm^eee: 
the  proper  st4>ps  may  then  be  taken  to  have  all  the  money,  property,  real  and  per- 
sonal, of  said  cc)r|K)ration  or  partnership  assigned  and  conveyed  to  the  Standard  Oil 
(/onipany  of  the  proper  State  on  the  terms  and  in  the  mode  herein  set  forth,  in  whic-b 
event  the  tnistees  shall  receive  stoc^ks  of  the  Standard  Oil  Company  equal  to  the 
value  of  the  money,  property,  and  business  assigned,  to  be  held  in  place  of  theFtcefe 
of  the  company  or  companies  assigning  such  property. 

(10)  The  consideration  for  the  transfer  and  conveyance  of  the  money,  property, 
and  business  aforesaid  to  each  or  any  of  the  Standarcl  Oil  Companies  stiallbe  stiick 
of  the  respective  Standard  Oil  Company  to  which  said  transfer  or  conve\'ance  b 
made,  equal  at  par  value  to  the  appraised*  value  of  the  money,  property,  and  busines 
so  transferred.  Said  stock  shall  be  delivered  to  the  trustees  hereinafter  pnivideii 
for,  and  their  successors,  and  no  stock  of  any  of  said  companies  shall  ever  be  issued 
except  for  money,  property,  or  business  equal  at  least  to  the  par  value  of  the  stock 
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so  issued,  nor  shall  any  stock  be  issued  by  any  of  said  companies  for  any  purpose 
except  to  the  trustees  herein  provided  for,  to  be  held  subject  to  the  trusts  hereinafter 
specified.  It  is  understood,  nowever,  that  this  provision  is  not  intended  to  restrict 
the  purchase,  sale,  and  exchange  of  property  of  said  Standard  Oil  Companies  as  fully 
as  they  ma^r  be  authorized  to  do  by  tneir  respective  charters,  provided  only  that 
no  stock  be  issued  therefor  except  to  said  trustees. 

(11)  The  consideration  for  any  stock  delivered  to  said  trustees  as  above  provided 
for,  as  well  as  for  stocks  delivered  to  said  trustees  by  persons  mentioned  or  included 
in  class  third  of  this  agreement,  shall  be  the  delivery  by  said  trustees,  to  the  persons 
entitled  thereto,  of  trust  certificates  hereinafter  provided  for,  equal  at  par  value  to 
the  par  value  of  the  stocks  of  the  said  Standard  Oil  companies  so  received  by  said 
trustees,  and  equal  to  the  appraised  value  of  the  stocks  of  other  companies  or  part- 
nerships delivered  to  said  trustees.  (The  said  appraised  value  shall  be  determined 
in  a  manner  agreed  upon  by  the  parties  in  mterest  and  said  trustees.)  It  is 
understood  and  agreed,  however,  that  the  said  trustees  may,  with  any  trust  funds  in 
their  hands,  in  aodition  to  the  mode  above  provided,  purcnase  the  bonds  and  stocks 
of  other  companies  engaged  in  business  similar  or  collateral  to  the  business  of  said 
Standard  Oil  companies  on  such  terms  and  in  such  mode  as  they  may  deem  advis- 
able, and  shall  hold  the  same  for  the  benefit  of  the  owners  of  said  trust  certificates, 
and  may  sell,  assign,  transfer,  and  pledge  such  bonds  and  stocks  whenever  they  may 
deem  it  advantageous  to  said  trust  so  to  do. 

III.  The  trusts  upon  which  said  stocks  shall  be  held,  and  the  number,  powers, 
and  duties  of  said  trustees,  shall  be  as  follows: 

SThe  number  of  trustees  shall  be  nine. 
J.  D.  Rockefeller,  O.  H.  Pavne,  and  Wm.  Rockefeller  are  hereby  appointed 
trustees,  to  hold  their  office  until  the  first  Wednesday  of  April,  A.  D.  1886. 

(3)  J.  A.  Bostwick,  H.  M.  Flagler,  and  W.  G.  Warden  are  hereby  appointed 
trustees,  to  hold  their  office  until  the  first  Wednesday  of  April,  A.  D.  1884. 

(4)  Chas.  Pratt,  Benj.  Brewster,  and  John  D.  Archbold  are  hereby  appointed 
trustees,  to  hold  their  office  until  the  first  Wednesday  of  April,  A.  D.  1883. 

(5)  Elections  for  trustees  to  succeed  those  herein  appointed  shall  be  held  annually, 
at  which  election  a  sufficient  number  of  trustees  shall  be  elected  to  fill  all  vacancies 
occurring  either*from  expiration  of  the  term  of  office  of  trustee  or  from  any  other 
cause.  All  trustees  shall  oe  elected  to  hold  their  office  for  three  years,  except  those 
elected  to  fill  a  vacancy  arising  from  any  cause  except  expiration  of  term,  who  shall 
be  elected  for  the  balance  of  the  term  of  the  trustee  whose  place  they  are  elected  to 
fill.    Every  trustee  shall  hold  his  office  until  his  successor  is  elected. 

(6)  Trustees  shall  be  elected  by  ballot  by  the  owners  of  trust  certificates  or  their 
proxies.  At  all  meetings  the  owners  of  trust  certificates  who  may  be  registered  as 
such  on  the  books  of  the  trustees  may  vote  in  person  or  by  proxy,  and  shall  have  one 
vote  for  each  and  ever)r  share  of  trust  certificates  standing  in  their  names;  but  no 
such  owner  shall  be  entitled  to  vote  upon  any  share  which  has  not  stood  in  his  name 
thirty  days  prior  to  the  day  ap})ointed  for  the  election.  The  transfer  books  mav  be 
closed  for  thirty  days  immediately  preceding  the  annual  election.  A  majority  of  the 
shares  represented  at  such  election  shall  elect. 

(7)  The  annual  meeting  of  the  owners  of  said  trust  certificates  for  the  election  of 
trustees  and  for  other  business  shall  be  held  at  the  office  of  the  trustees  in  the  city 
of  New  York  on  the  first  Wednesday  of  April  of  each  year,  unless  the  place  of  meet- 
ing be  changed  by  the  trustees,  and  said  meeting  may  be  adjourned  from  day  to  da^ 
until  its  busmess  is  completed.  S()eeial  meetings  of  the  owners  of  said  trust  certin- 
cates  may  be  called  bv  the  majority  of  the  trustees  at  such  times  and  places  as  they 
may  appoint.  It  shall  also  be  the  duty  of  the  trustees  to  call  a  special  meeting  of 
holders  of  trust  certificates  whenever  requested  to  do  so  by  a  petition  signed  by  the 
holders  of  10  per  cent  in  value  of  such  certificates.  The  business  of  such  special  meet- 
ings shall  be  confined  to  the  object  specified  in  the  notice  given  therefor.  Notice  of 
the  time  and  place  of  all  meetings  of  the  owners  of  trust  certificates  shall  be  given  by 
personal  notice  as  far  as  possible  and  by  public  notice  in  one  of  the  principal  news- 
papers in  each  State  in  which  a  Standard  Oil  Co.  exists  at  least  ten  days  before 
such  meeting.  At  any  meeting,  a  majority  in  the  value  of  the  holders  of  trust  certifi- 
cates represented  consenting  thereto,  by-laws  may  be  made,  amended,  or  ret)ealed 
relative  to  the  mode  of  election  of  trustees  and  other  business  of  the  holders  of  trust 
certificates;  provided,  however,  that  said  by-laws  shall  be  in  conformity  w^ith  this 
agreement.  By-laws  may  also  be  made,  amended,  and  repealed  at  any  meeting,  by 
and  with  the  consent  of  a  majority  in  value  of  the  holders  of  trust  certificates,  which 
alter  this  agreement  relative  to  the  number,  powers,  and  duties  of  the  trustees  and 
to  other  matters  tending  to  the  more  efficient  accomplishment  of  the  objects  for 
which  the  trust  is  creat^,  provided  only  that  the  essential  intents  and  purposes  of 
this  agreement  be  not  thereby  changed. 
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(8)  Whenever  a  vacancy  ooctm  in  the  hoard  of  trasteeB  more  than  aixty  dm 
prior  to  the  annual  meeting  for  the  election  of  trustees,  it  shall  be  the  datv  ci  the 
remaining  trustees  to  call  a  meeting  ol  the  owners  of  the  Standard  Oil  Tni^  certi^ 
cates  for  the  purpose  of  electing  a  trustee  or  trustees  to  fill  the  vacancy  or  vacand-^. 
If  any  vacancy  occurs  in  the  board  of  trustees,  from  any  cause,  within  sixty  dav(><it 
the  date  of  the  annual  meeting  for  the  election  of  trustees,  the  vacancy  may' be  ^llel 
by  a  majoritv  of  the  remaining  trustees,  or,  at  their  option,  may  remain  vacant  unni 
the  annual  election. 

(9)  If,  for  any  reason,  at  any  time,  a  trustee  or  trustees  shall  be  appointed  by  any 
court  to  fill  any  vacancy  or  vacancies  in  said  board  of  trustees,  the  tnwtee  or  triisfirrt* 
so  ap|K>inte<l  shall  hold  his  or  the  respective  office  or  offices  only  until  a  sucoes^jr  tf 
siuvi'Hi^orH  shall  be  electtnl  in  the  manner  above  provided  for. 

(10)  Whenever  any  change  shall  occur  in  the  board  of  trustees,  the  legal  titl<^  t*« 
the  st(K*k  and  other  profierty  held  in  trust  shall  pass  to  and  vest  in  the  succesBon>  c<f 
said  trust«M.'s  without  any  formal  transfer  thereof;  but  if  at  anv  time  soch  foriLal 
transfer  shall  be  deemetf  necessary  or  advisable  it  shall  be  the  duty  of  the  buaixl  d 
truHtees  to  obtain  the  same,  and  it  shall  be  the  duty  of  any  retiring  trostee,  or  the 
administrator  or  exei'utor  of  any  deceased  trustee,  to  make  said  transfer. 

(11)  The  trustees  shall  prepare  certificates,  which  shall  show  the  interest  of  eadi 
benenciary  in  said  trust,  and  deliver  them  to  the  persons  properly  entitled  theretu 
They  nhall  be  divideii  into  shares  of  the  par  value  of  $100  each,  and  shall  be  knuvc 
as  *''Standanl  Oil  Trust  certificates,''  and  shall  be  issued  subject  to  all  the  terms  and 
conditions  of  this  agreement.  The  trustees  shall  have  power  to  a£rree  npon  aoi 
direct  the  form  and  contents  of  said  certificates,  and  the  mode  in  which  they  !?h^l 
be  signed,  attested,  and  transferred.  The  certificates  shall  contain  an  expresE>'sti {eo- 
lation that  the  holders  thereof  shall  be  bound  by  the  terms  of  this  agreement,  and 
by  the  bv-laws  herein  provided  for. 

(12)  No  certificates  shall  be  issued  except  for  stocks  and  bonds  held  in  tro«t,  as 
herein  provided  for,  and  the  par  value  of  certificates  issued  by  said  trustees  ^udl  Ite 
equal  to  the  par  value  of  the  stocks  of  said  Standard  Oil  Companies,  and  the  appraised 
value  of  other  bonds  and  stocks  held  in  trust.  The  various  oonds,  stocks,  and  m^^a- 
eys  held  under  said  trust  shall  be  held  for  all  parties  in  interest  jointly,  and  the  tni>t 
certificates  so  issued  shall  be  the  evidence  of  the  interest  held  by  the' several  partis 
in  this  tnist.  No  duplicate  certificates  shall  be  issued  by  the  trustees  except  upctn 
surrender  of  the  original  certificate  or  certificates  for  cancellation,  or  upon  saiis^torv 
proof  of  the  loss  thereof,  and  in  the  latter  case  they  shall  require  a  sufficient  YxtA 
of  indemnity. 

(l.'V)  The  stocks  of  the  various  Standard  Oil  Companies  held  in  trust  by  said  trus- 
tees sliall  not  be  sold,  assigned,  or  transferred  by  said  trustees,  or  by  the  beneficiaries, 
or  by  both  combined,  so  long  as  the  trust  endures.  The  stocks  and  bonds  of  other 
corporations  held  by  said  trustees  may  be  by  them  exchang[ed  or  sold  and  the  pro- 
ceeuH  thereof  distributed  pro  rata  to  the  holders  of  trust  certificates,  or  said  proceeds 
may  bo  held  and  reinvested  by  said  trustees  for  the  purposes  and  uses  of  tne  trust; 
provided,  however,  that  said  trustees  may  from  time  to  time  assi^  such  shares  d 
HUH'k  of  said  Standard  Oil  Companies  as  may  be  necessary  to  qualify  any  person  or 
persons  chosen  or  to  be  chosen  as  directors  and  officers  of  any  of  said  Standard  Oil 
Companies. 

(14)  It  shall  be  the  duty  of  said  trustees  to  receive  and  safely  to  keep  all  intend 
ana  dividends  declared  and  paid  upon  any  of  the  said  bonds,  stocks,  and  moneys 
held  by  them  in  trust,  and  to  distrioute  all  moneys  received  from  such  sources  or 
from  sales  of  trust  property  or  otherwise  by  declaring  and  paying  dividends  upon 
the  Standard  Trust  certificates  as  funds  accumulate,  wnich  in  their  judgment  are  not 
needed  for  the  uses  and  expenses  of  said  trust  The  trustees  shall,  however,  keep 
separate  accounts  and  receipts  from  interest  and  dividends,  and  of  receipts  from  salt^ 
or  transfers  of  trust  property,  and  in  making  any  distribution  of  trust  funds,  in  which 
moneys  derived  from  sales  or  transfers  shall  be  included,  shall  render  the  holders*  <  f 
trust  certificates  a  statement  showing  what  amount  of  the  fund  distributed  has  bcfc 
derived  from  such  sales  or  transfers.  The  said  trustees  may  be  also  authorised  an'i 
empowered  by  a  vote  of  a  majority  in  value  of  holders  of  trust  certificates,  whenever 
stocks  or  bonds  have  accumulated  in  their  hands  from  money  purchases  thereof,  4>r 
the  stocks  or  bonds  held  by  them  have  increased  in  value,  or  stock  dividends  shall 
have  been  declared  by  any  of  the  companies  whose  stocks  are  held  by  said  trusteess 
or  w^henever  from  anv  such  cause  it  is  deemed  advisable  so  to  do,  to  increase  the 
amount  of  trust  certificates  to  the  extent  of  such  increase  or  accumulation  of  valoce 
and  to  divide  the  same  among  the  persons  then  owning  trust  certificates  pro  rata. 

(15)  It  shall  l)e  the  duty  of  said  trustees  to  exercise  general  supervision  over  the 
affairs  of  said  several  Standard  Oil  Companies,  and  as  ^  as  practicable  over  the  other 
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companies  or  partnerships,  any  portion  of  whose  stock  is  held  in  said  trast  It  shall 
be  tneir  duty  as  stockholders  of  said  companies  to  elect  as  directors  and  officers 
thereof  faithful  and  competent  men.  They  may  elect  themselves  to  such  positions 
when  they  see  fit  so  to  do,  and  shall  endeavor  to  have  the  affairs  of  said  companies 
managed  and  directed  in  the  manner  they  may  deem  most  conducive  to  the  best 
interests  of  the  holders  of  said  trust  certificates. 

fl6)  All  the  powers  of  the  trustees  may  be  exercised  by  a  majority  of  their  number. 

rhe^  may  appoint  from  their  own  number  an  executive  and  other  committees.  A 
majority  of  each  committee  shall  exercise  all  the  powers  which  the  trustees  may  con- 
fer upon  such  committee. 

(17)  The  trustees  may  employ  sad  pay  all  such  agents  and  attorneys  as  they  may 
deem  necessary  in  the  management  oisaid  trust 

(18)  Each  trustee  shall  be  entitled  to  a  salary  for  his  services  not  exceeding  twenty- 
five  thousand  dollars  per  annum,  except  the  oresident  of  the  board,  who  may  be  voted 
a  salary  not  exceeding  thirty  tnousand  dollars  per  annum,  which  salaries  shall  be 
fixed  by  said  board  of  trustees.  All  salaries  and  expenses  connected  with  or  grow- 
ing out  of  the  trust  shall  be  paid  by  the  trustees  from  the  trust  fund. 

(19)  The  board  of  trustees  shall  have  its  prindpal  office  in  the  city  of  New  York, 
unless  changed  by  vote  of  the  trustees,  at  which  omce,  or  in  some  place  of  safe  deposit 
in  said  city,  the  bonds  and  stocks  shall  be  kept  The  trustees  shall  have  power  to 
adopt  rules  and  regulations  pertaining  to  the  meetings  of  the  board,  the  election  of 
officers,  and  the  management  of  the  trust 

(20)  The  trustees  shall  render  at  each  annual  meeting  a  statement  of  the  affairs  of 
the  trust  If  a  termination  of  the  trust  be  agreed  upon,  as  hereinafter  provided,  or 
within  a  reasonable  time  prior  to  its  termination  by  lapse  of  time,  the  trustees  shall 
furnish  to  the  holders  of  the  trust  certificates  a  true  and  perfect  inventory  and 
appraisement  of  all  stocks  and  other  property  held  in  trust,  and  a  statement  of  the 
financial  afburs  of  the  various  companies  whose  stocks  are  held  in  trust 

(21)  The  trust  shall  continue  during  the  lives  of  the  survivors  and  survivor  of  the 
trustees  in  this  agreement  named,  and  for  twenty-one  years  thereafter;  provided, 
however,  that  if  at  any  time  after  the  expiration  of  ten  years  two-thirds  of  all  the 
holders  in  value,  or  it  after  the  expiration  of  one  year  90  per  cent  of  all  the  hold- 
ers in  value  of  trust  certificates  shall,  at  a  meeting  of  holders  of  trust  certificates 
called  for  that  purpose,  vote  to  terminate  this  trust  at  some  time  to  be  by  them  then 
and  there  fixed,  the  said  trust  shall  terminate  at  the  date  so  fixed.  If  the  holders 
of  trust  certificates  shall  vote  to  terminate  the  trust  as  aforesaid,  thejr  may,  at  the 
same  meeting,  or  at  a  subsequent  meeting  called  for  that  puroose,  decide  by  vote  of 
two-thirds  in  value  of  their  number  the  mode  in  which  the  affairs  of  the  trust  shall 
be  wound  up,  and  whether  the  trust  property  shall  be  distributed  or  whether  part 
and  if  so,  wnat  part  shall  be  divided  and  what  part  sold,  and  whether  such  sales  shall 
be  public  or  private.  The  trustees,  who  shall  continue  to  hold  their  offices  for  that 
purpose,  shall  make  the  distribution  in  the  mode  directed,  or,  if  no  mode  be  agreed 
upon,  by  two- thirds  in  value  as  aforesaid,  the  trustees  shall  make  distribution  of  the 
trust  property  aocordins  to  law.  But  said  distribution,  however  made,  and  whether 
it  be  of  property,  or  vuues,  or  of  both,  shall  be  just  and  equitable,  and  such  as  to 
insure  to  each  owner  of  a  trust  certificate  his  due  proportioQ  of  the  trust  property  or 
the  value  thereof. 

(22)  If  the  trust  shall  be  terminated  by  the  expiration  of  the  time  for  which  it 
is  created,  the  distribution  of  the  trust  property  shall  be  directed  and  made  in  the 
mode  above  provided. 

(23)  This  agreement,  together  with  the  registry  of  certificates,  books  of  accounts, 
and  other  books  and  papers  connected  with  ue  business  of  said  trust,  shall  be  safely 
kept  at  the  principal  office  of  said  trustees. 

(Signatures.) 

SUPPLBMBMTAL  AORBEMENT. 

Whereas  in  and  by  an  agreement  dated  January  2, 1882,  and  known  as  the  Stand- 
ard Trust  agreement,  the  parties  thereto  did  mutually  covenant  and  agree,  inter  alic^ 
as  follows,  to  wit:  That  corporations  to  be  known  as  Standard  Oil  Companies  of  vari- 
ous States  should  be  formed,  and  that  all  of  the  property,  real  and  personal,  assets, 
and  business  of  each  and  all  of  the  corporations  and  limited  partnerships  mentioned 
or  embraced  in  class  first  of  said  agreement  should  be  transferred  and  vested  in  the  said 
several  Standard  Oil  Companies;  that  all  of  the  property,  assets,  and  business  in  or 
of  each  particular  State  should  be  transferred  to  and  vested  in  the  Standard  Oil 
Company  of  that  particular  State,  and  the  directors  and  managers  of  each  and  all  of 
the  several  corporations  and  associations  mentioned  in  class  first  were  authorized  and 
directed  to  sell,  assign,  transfer,  and  convey,  and  make  over  to  the  Standard  Oil 


1226        HEARINGS   BEFORE  THE  INDUSTRIAL  COMHlSSlOft. 


Company  or  Componic^H  of  the  proper  State  or  States,  as  soon  as  said  eorporathxf 
were  onsaniztnl  anci  ready  to  nn'eive  the  eaine,  all  the  property,  real  and  perH^u^ 
aHH4*t8  and  biiainetw  of  mid  corporations  or  associations;  ana  whereas  it  i«  ua 
<leemed  ex])edient  that  all  of  the  companies  and  associations  mentioned  shoa>t 
trannfer  their  pn>perty  to  the  said  Standard  Oil  Companies  at  the  present  time,  sd*j 
in  caHe  of  some  n>nipanie«  and  ansooiations  it  may  never  be  deemed  expedient  that 
the  said  transfer  should  l)e  made,  and  said  companies  and  aasociations  ^  out  •!( 
existence;  and  when^as  it  is  deemed  advisable  that  a  discretionary  power  shool«i  Ir 
vcHttHi  in  the  trusttH^  as  to  when  such  transfer  or  transfers  shoald  take  place,  if  at 
all:  Now,  it  is  hereby  mutuallv  agreed  between  the  parties  to  the  said  trust  a|;rvir 
nient,  and  as  supplementarv  thereto,  that  the  trustees  named  in  the  said  agT«eii.ent 
and  their  succcHsors  shall  nave  the  power  and  authority  to  decide  what  companies 
shall  convey  their  protierty  as  in  said  agreement  contemplated,  and  when  the  saic 
sales  and  transfers  shall  take  place,  if  at  all,  and  until  said  trustees  shall  so  deciir, 
each  of  said  (*oni})anies  shall  remain  in  existence,  and  retain  its  property  and  lx»- 
ncHS,  and  the  trustees  shall  hold  the  stocks  thereof  in  trust,  as  in  said'agreemeLt 
provideil.  In  the  exercise  of  said  discretion  the  trustees  shall  act  by  a  majoritj  «>i 
their  number  as  provided  in  said  trust  agreement.  All  portions  of  said  trust  a^rr^r- 
ment  relating  to  this  subject  shall  be  considered  so  changed  as  to  be  in  harmony  Villi 
thin  supplemental  agreement. 

In  witiiesH  whereof,  the  said  parties  have  subscribed  this  agreement  this  4th  day  of 
Januarv,  \HH2. 

(Duly  signed  by  the  same  parties.) 

By-Laws  ok  the  TRrsTEBS  op  the  Standard  Oil  Tri'st. 
Article  I. — Election  of  trustees. 

Tnistees  shall  be  elected  by  ballot  by  the  owners  of  trust  certificates  or  their  proxies. 

Elections  of  tnistees  to  succeed  those  already  appointed  shall  be  held  annually,  at 
which  election  a  sufficient  number  of  trustees  shall  be  elected  to  till  all  vacan<'i«e« 
(KH'urring  either  from  expiration  of  the  term  of  office  of  any  trustee  or  from  any 
other  cau»(\ 

All  tnistees  shall  be  elected  to  hold  their  office  for  three  years,  except  thos^  eleciwi 
to  fill  a  vac^ancy  arising  from  any  cause  except  expiration  of  term,  who  shall  lie 
elei'ted  for  the  balance  of  the  term  of  the  trustee  whose  place  they  are  elected  to  tiL 
Every  trustee  shall  hold  his  office  until  his  successor  is  elected. 

The  annual  meeting  of  the  holders  of  trust  certificates  and  th6  election  of  trustees 
shall  l)e  held  at  the  office  of  the  trustees  in  the  city  of  New  York,  on  the  first  \Ve«in«?- 
day  in  April  of  each  year,  unless  otherwise  ordered  by  the  trustees,  and  the  said 
meetinj?  may  be  adjourned  from  day  to  day  until  its  business  is  completed. 

S|KHMal  mei»tings  of  the  holders  of  trust  certificates  may  be  called  by  a  majority  of 
all  the  trustees  at  such  time  and  place  as  they  may  api>oint. 

Special  meetings  shall  also  be  called  by  a  majority  of  the  trustees  wheiie\^ 
requested  so  to  do,  by  a  request  signed  by  the  holders  of  10  per  cent  in  valuta  of 
trust  certificates. 

The  business  of  such  special  meetings  shall  be  confined  to  the  objects  specified  in 
the  notice  given  therefor. 

Notice  of  the  time  and  place  of  all  meetings  of  owners  of  trust  certificates  shall  h? 
given  by  a  wrsonal  notice,  as  far  as  possible,  and  shall  also  be  advertiseti  in  one  vi( 
the  principal  newHpa]>erp  published  in  each  State  in  which  a  Standard  Oil  Company 
exists,  at  least  ten  days  previous  to  the  time  of  meeting. 

At  all  meetings  the  owners  of  trust  certificates,  who  may  be  registered  as  such  oa 
the  books  of  the  trustet^,  may  vote  in  person  or  by  proxy,  and  shall  have  one  vi>te 
for  each  and  every  share  of  trust  certincates  stanain^  in  their  names,  but  no  s^K-h 
owner  shall  l)e  entitled  to  vote  upon  any  share  which  has  not  stood  in  his  naoie 
thirty  days  prior  to  the  day  appointed  for  the  election. 

The  transfer  books  may  be  closed  for  tliirty  days  immediately  precedinir  the 
annual  election. 

A  majority  of  the  shares  represented  at  such  election  shall  elect. 

At  all  elections  of  tnistees  tne  board  of  trustees  shall  be  the  judges  of  the  qualifica- 
tion of  voters;  shall  prescribe  rules  and  regulations  for  voting,  appoint  tellen?  to 
direct  and  count  the  votes,  and  cause  the  result  of  the  election  to  be  entered  in  full 
on  their  minutes. 

The  trustees  may  commit  their  powers  in  this  matter  to  a  committee  of  their  own 
members. 
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The  election  shall  be,-  held  on  a  day  designated  for  that  purpose,  unless  prevented 
by  accident,  in  which  case  the  trustees  shall  designate  another  day  for  the  election. 

Abticlk  II. — Board  of  trustees. 

The  board  of  trustees  at  their  first  meeting  after  their  annual  election  shall  elect  by 
ballot  from  their  own  number  a  president,  vice-president,  treasurer,  and  secretary, 
and  such  officers  shall  hold  their  offices  during  the  pleasure  of  the  board.  When- 
ever a  vacancy  occurs  in  the  board  of  trustees  more  than  sixty  days  prior  to  the 
annual  meeting  for  the  election  of  trustees,  it  shall  be  the  duty  of  the  remainine" 
trustees  to  call  a  meeting  of  the  holders  of  the  trust  certificates  for  the  purpose  of 
electing  a  trustee  or  trustees  to  fill  the  vacancy  or  vacancies. 

If  any  vacancy  occurs  in  the  board  of  trustees  from  any  cause  within  sixty  days 
of  the  date  of  the  annual  meeting  for  the  election  of  trustees,  the  vacancy  may  be 
filled  by  a  majoritv  of  the  remaining  trustees,  or  at  their  option  may  remam  vacant 
until  the  annual  election. 

The  board  may  also  appoint  an  assistant  treasurer,  assistant  secretary,  auditor,  and 
such  additional  officers,  agents,  executive  and  other  committees  as  it  may  deem 
advisable,  and  remove  the  same  at  its  {)leasure. 

In  the  absence  of  the  president  and  vice-president  the  board  may  appoint  a  chair- 
man pro  tempore;  during  a  prolonged  absence  or  inability  of  the  president  or  any 
other  officer,  the  board  may  appoint  substitutes  pro  tempore,  and  on  the  death  or  res- 
ignation of  the  president  or  other  officers,  it  shall  fill  the  vacancy. 

A  majority  of  the  tnistees  shall  be  required  to  constitute  a  quorum  for  the  transac- 
tion of  business,  but  less  than  a  quorum  may  adjourn  from  time  to  time  and  from 
place  to  place. 

Regular  meetings  of  the  board  of  trustees  shall  be  held  on  the  first  Wednesday  of 
January,  April,  July,  and  October  of  each  year,  unless  the  same  shall  be  a  legal  holi- 
day, in  which  event  the  meeting  shall  be  held  on  the  day  following. 

Article  III. — The  president. 

The  president  shall  preside  at  all  meetings  of  the  owners  of  trust  certificates  or 
tnistees  if  present;  appoint  or  remove  all  officers  and  agents  other  than  those  elected 
l3y  the  owners  of  trust  certificates  or  the  board  of  tnistees;  call  meetings  of  the 
board  of  trustees,  when  requested  by  a  majority  of  the  trustees  in  writing;  sign  all 
certificates  of  shares,  and  have  a  general  c»re,  super\'ision,  and  direction  of  the  affairs 
of  the  trust.  He  shall  have  power  to  call  meetings  of  the  board  from  time  to  time 
when  he  shall  think  proper;  to  sign  certificates  of  shares  in  blank  and  leave  them 
with  the  treasurer  in  sufficient  numbers  to  provide  for  the  prompt  transfer  of  shares. 

In  the  event  of  the  death,  absence,  or  inability  of  the  president  to  perform  the 
duties  imposed  upon  him  by  these  by-laws  and  the  orders  of  the  board  of  trustees, 
the  vice-president  may  exercise  his  powers  and  perform  his  duties,  subject  to  the 
control  of  the  board  of  trustees  or  executive  committee. 

Article  IV. — The  secretary. 

It  shall  be  the  duty  of  the  secretary  to  notify  the  members  thereof  of  all  meetings 
of  the  board  of  tnistees,  when  required  by  the  president  or  by  a  majority  of  the 
trustees  in  writing;  to  attend  such  meetings  when  practicable,  keep  true  records  of 
the  proceedings;  attest  such  records  after  meeting  by  his  signature;  safely  keep  all 
documents  and  papers  which  shall  come  into  his  possession,  and  truly  keep  the  books 
and  accounts  of  the  tnist  appertaining  to  his  office,  so  as  at  all  times  to  show  the  real 
condition  of  the  tnist  affairs,  and  shall  present  statements  thereof  when  required  by  the 
board.  He  shall  keep  books  in  which  transfers  of  shares  may  be  made  by  any  owner 
of  trust  certificates  or  his  attorney  duly  constituted  in  writing;  also  a  share  ledger 
and  certificate  book;  prepare  new  certificates  upon  the  transfer  of  shares  and  sur- 
render of  the  old  certificates,  and  keep  a  register  of  all  the  certificates  issued. 

On  the  day  of  the  annual  election  the  secretary  shall  furnish  for  the  use  of  the 
inspectors  an  alphabetical  list  of  the  names  of  all  the  owners  of  trust  certificates 
who  shall  have  been  registered  as  such  for  thirtv  days  prior  to  said  election.  The 
assistant  secretary  shall  perfortn  such  of  the  duties  of  the  secretary  as  may  b<? 
required  of  him  by  the  board  of  trustees. 

Article  V. — Trexumrer. 

It  shall  be  the  duty  of  the  treasurer  to  keep  and  account  for  all  moneys,  funds,  and 
property  of  the  trust  which  shall  come  into  his  hands,  and  he  shall  render  such 
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aocoantB  and  present  such  statements  to  the  tnutoes  and  ezecatiye  oommitteeaB  mr 
be  required  of  him. 

DiRDUFBementfl  shall  only  be  made  by  him  mider  resolations  of  the  board  of  tns- 
tees.  or  by  the  executive  committee,  or  upon  voQchero  approved  by  the  proper  offices. 

lie  Bhall  sign  certificates  of  shares  when  presented  to  him  aher  taey  shall  bsve 
been  signed  by  the  president. 

The  assistant  treasurer  shall  perform  such  of  the  duties  of  treasurer  as  may  be 
required  of  him  by  the  board  of  trustees. 

Abticlb  VI. — Elxecuiitfe  commitlee. 

The  executive  committee  shall  possess  and  exercise  by  amaiority  of  all  its  memb^ 
all  the  powers  and  duties  of  the  l)oard  of  trustees,  but  only  when  the  board  shall  di^ 
be  in  He^tnion.  They  shall  keep  a  record  of  all  their  proceedings,  which  shall  be  <v!- 
tified  by  the  necretary  under  his  hand,  which  record  shall  be  read  at  the  next  end- 
ing meeting  of  the  board  of  trustees.  The  secretary  shall  call  meetings  of  this 
committee  on  the  requisition  of  the  president  of  the  board  or  of  any  of  its  membiA. 

AirncLB  VII. 

The  fiscal  year  of  this  trust  shall  be  the  calendar  year. 

AirncLB  VIII. 

These  by-laws  may  be  altered,  amended,  or  repealed  at  any  meeting  of  the  owncss 
of  trust  oertificatet<  by  a  vote  of  majority  in  value  of  all  the  owners  represented,  pit- 
vided,  however,  that'all  by-laws  relative  to  formal  meetings  and  formal  duties  of  tits 
trustees  and  officers  may  be  altered  by  the  board  of  trustees. 

rf:vised  charter  of  the  standard  oil  company  of  new 

JERSEY. 

Remlved,  That  it  is  advisable  to  alter  the  charter  of  this  company  to  read  as  bdov 
stated,  ana  that  a  meeting  of  the  stockholders  be  called  to  meet  at  the  principal  offi<¥ 
of  the  company  in  Bayonne,  New  Jersey,  on  the  14th  day  of  June,  1899,  at  II  a.  dl. 
to  take  action  thereon,  notice  of  such  meeting  to  be  sisned  by  the  president  and 
secretary  and  given  to  each  stockholder  in  person,  or  maued  to  his  proper  post-office 
addresH,  at  lea^t  ten  days  previous  to  the  time  of  meeting,  as  provided  by^  the  by-lav. 

First  The  name  of  tne  corporation  is  Standard  Oil  Company. 

Second.  The  location  of  the  principal  office  in  the  State  of  New  Jersey  is  at  the 
company's  refinerv  in  the  city  ot  Bavonne  and  county  of  Hudson.  The  name  of  the 
agent  therein  ana  in  (;harge  thereof,  and  upon  whom  process  against  this  companj 
mav  l)e  served,  is  J.  H.  Alexander. 

'f  bird.  The  objects  for  which  this  company  is  formed  are:  To  do  all  kinds  of  min- 
ing, manufacturing,  and  trading  business;  transporting  goods  and  merc*h&ndise  br 
land  or  water  in  any  manner;  to  buy,  sell,  lease,  and  unprove  lands;  build  housed 
Ktructures,  vessels,  cars,  wharves,  docks,  and  piers;  to  lay  and  operate  pipe  lines;  to 
erect  and  o))erate  telegraph  and  telephone  lines  and  lines  for  conducting  electricity; 
to  enter  into  and  carry  out  contracts  oievery  kind  pertaining  to  its  business ;  to  acquim 
use,  sell,  and  grant  licenpes  under  patent  rights;  to  purchase  or  otherwise  acquiiv, 
hold,  sell,  assign,  and  transfer  shares  of  capital  stock  and  bonds  or  other  evidences:  d 
indebtedness  of  corporations,  and  to  exercise  all  the  privileges  of  ownership,  includ- 
ing voting  upon  the  stocks  so  held;  to  carry  on  its  Dusiness  and  have  omcers  ukI 
agencies  therefor  in  all  parts  of  the  world,  and  to  hold,  purchase,  mortgage,  and  am- 
vey  real  estate  and  personal  property  outside  the  State  of  New  Jersey. 

Fourth.  The  total  authorized  stock  of  the  coiporation  is  one  hundred  and  ten  mil- 
lion dollars,  divided  into  one  million  and  one  hundred  thousand  shares  of  the  pir 
value  of  one  hundred  dollars  each.  Of  said  stock  the  one  hundred  thousand  8h«e? 
now  iHHiied  and  existing  shall  be  preferred  stock,  and  the  increase  of  one  millioQ 
sharefl  nhall  be  common  stock.  Said  preferred  stock  shall  entitle  the  holder  thenof 
to  recei\'e  out  of  the  net  earnings  a  dividend  of  and  not  exceeding  one  and  one-half 
per  centum  quarterly  before  any  dividend  shal.  oe  paid  on  the  common  stock.  Com- 
mon stock  may,  at  the  discretion  of  the  company,  l:^  issued  in  exchange  for  preferred 
Ht(wk,  and  all  preferred  stock  so  received  by  the  company  shall  be  cancelea.  C<.»m- 
nion  st(K»k  may  also  be  issued  in  payment  for  such  property  as  the  company  has 
authority  to  purchase.  Holders  of  preferred  and  of  common  stocks  shall  have  like 
voting  power. 
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Fifth.  The  namee  and  poet-office  addreeBes  of  the  inoorporators  and  the  number 
of  shares  subscribed  for  by  each  shall  remain  as  set  forth  in  the  original  certificate  of 
incorporation. 

Sixth.  The  duration  of  the  corporation  shall  be  unlimited. 

Seventh.  The  corporation  may  use  and  apply  its  surplus  earning,  or  accumulative 
profits  authorized  by  law  to  be  reserved,  to  the  purchase  or  acquisition  of  property, 
and  to  the  purchase  or  acquisition  of  its  own  capital  stock  from  time  to  time,  to  such 
extent  ana  in  such  manner  and  upon  such  terms  as  its  board  of  directors  shall 
determine;  and  neither  the  property  nor  the  capital  stock  so  purchased  or  acquired, 
nor  any  of  its  capital  stock  taken  in  payment  or  satis&ction  of  any  debt  due  to  the 
corporation,  shall  be  regarded  as  profits  for  the  purpose  of  declaration  or  payment  of 
dividends,  unless  otherwise  determined  by  a  majority  of  the  board  of  directors  or  a 
nuuority  of  the  stockholders. 

The  corporation,  in  its  by-laws,  may  prescribe  the  number  necessary  to  constitute 
a  quorum  of  the  board  of  directors,  which  may  be  lees  than  a  majority  of  the  whole 
number. 

The  number  of  directors  at  any  time  may  be  increased  or  diminished  by  vote  of 
the  board  of  directors,  and  in  case  of  any  such  increase  the  board  of  directors  shall 
have  power  to  elect  such  additional  diredore.  to  hold  office  until  the  next  meeting 
of  stockholders,  or  until  their  successors  shall  be  elected. 

The  board  of  directors  shall  have  power  to  make,  alter,  amend,  and  rescind  the 
by-laws  of  the  corporation,  to  fix  the  amount  to  be  reserved  as  working  capital,  to 
authorize  and  to  cause  to  be  executed  mortgages  and  liens  upon  the  real  and  personal 
property  of  the  corporation,  and  from  time  to  time  to  sell,  assign,  transfer,  or  other- 
wise dispose  of  any  or  all  of  the  property  of  the  corporation;  but  no  such  sale  of  all 
of  the  property  shall  be  made  except  pursuant  to  the  votes  of  at  least  two-thinls  of 
the  boud  of  directors. 

The  bou:d  of  directors,  by  resolution  passed  by  a  majority  of  the  whole  board, 
may  designate  three  or  more  directors  to  constitute  an  executive  committee,  which 
committee,  to  the  extent  provided  in  said  resolution  or  in  the  by-laws  of  the  corpo- 
ration, shall  have,  and  may  exercise,  the  power  of  the  board  of  directors  in  the  man- 
agement of  the  business  and  affairs  of  the  corporation,  and  shall  have  power  to 
authorize  the  seal  of  the  corporation  to  be  affixea  to  all  papers  which  may  require  it. 

The  board  of  directors  from  time  to  time  shall  determine  whether  and  to  what 
extent,  and  at  what  times  and  places,  and  under  what  conditions  and  regulations,  the 
accounts  and  books  of  the  corporation,  or  any  of  them,  shall  be  open  to  the  inspection 
of  the  stockholders;  and  no  stockholder  snail  have  any  right  of  inspecting  any 
account  or  book  or  document  of  the  corporation  except  as  conferred  by  statute  or 
authorized  by  the  board  of  directors  or  by  a  resolution  of  the  stockholders. 

The  board  of  directors  shall  have  power  to  hold  its  meetings,  to  have  one  or  more 
offices,  and  to  keep  the  books  of  the  corporation  (except  the  stock  and  transfer  books) 
outside  of  the  State,  at  such  places  as  may  be  from  time  to  time  designated  by  them. 

I  certify  that  the  above  resolution  was  adopted  by  the  board  of  directors  of  the 
Standard  Oil  Company  at  a  meeting  held  on  the  26th  day  of  May,  A.  D.  1899,  a 
majority  of  directors  being  present  and  voting  in  fovor  thereof.  Witness  the 
seal  of  said  corporation. 

[ooBFOBATB  SBAL.]  L.  D.  Clabkb,  SecTdary, 


Bt-Laws  of  this  Standard  Oil  Cokpaky  of  New  Jersey. 
Abticlb  I. — Meeting  of  stockholders. 

The  annual  meeting  of  stockholders  and  the  election  of  directors  shall  be  h.eld  at 
the  office  of  the  company  in  Bayoime,  New  Jersey,  on  the  second  Tuesday  in  Jan- 
uary in  each  year,  and  said  meeting  may  be  adjourned  from  day  to  day  until  its 
business  is  completed. 

Special  meetings  of  the  stockholders  may  be  called  by  a  majority  of  all  the  directors 
at  such  times  and  places  as  they  may  appoint 

The  directors  shall  also  call  a  meeting  of  stockholders  within  ten  days  after  a 
written  request  so  to  do  signed  by  a  majority  of  the  stockholders. 

The  busmess  of  such  special  meetings  shall  be  confined  to  the  subject  specified  in 
the  notice  therefor. 

Notice  of  the  time  and  place  of  all  meetings  of  stockholders  shall  be  sijgned  by 
the  secretary  and  be  given  to  each  stockholder  in  person  or  be  mailed  to  his  proper 
post-office  address  at  least  ten  days  previous  to  the  time  of  meeting. 
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At  all  meetinpi  st^irk holders  who  may  be  regurtered  ap  such  on  the  books  of  rhp 
company  may  vote  in  perw>n,  by  ajgentj  or  by  proxy,  and  shall  have  one  rote  ^? 
each  an<l  every  share  of  Kt4H*k  Htandin^;  m  their  namefi,  but  no  shareholder  fhaH  V 
entitU*d  to  vote  ut)on  any  ntock  which  has  not  stood  in  his  name  ten  days  prior  V) 
the  <iay  appointtM  for  the  eltvtion. 

The  transfer  lMM)ks  may  Ik*  cIohc^I  for  ten  <ia\B  previous  to  the  annual  election. 

At  all  eU»ct!onH  the  dinH't4)rH  shall  lie  the  ju<(p»sof  the  qualifications  of  voters,  sljall 
pn'»M*ril>e  niles  and  re^^ulations  for  votinp,  appomt  inspectors  to  collect  and  cfmni  tb# 
votes,  and  canst*  the  nvnlt  of  the  election  to  be  centered  in  full  on  their  minates. 

The  txMutl  may  commit  its  |M)wers  in  this  matter  to  a  coounittee  of  it«  otd 
memlHTs. 

The  election  shall  lie  held  on  the  dav desipiated  for  that  purpose  unless  preveniH.i 
by  at't-ident,  in  which  cast*  the  Ntanl  sWU  desijirnate  another  day  for  the  electi*ML 

A  majority  of  the  st4K*kholders  prt^sent  at  any  meeting  shall  constitute  a  qnonuiL 

Article  II. — Board  of  direrUtn. 

The  boanl  of  directors  shall  consist  of  thirteen  persons,  who  shall  hold  ibeir 
oflSce  one  yt^r  and  until  their  succM*ssi>rs  are  electt^l. 

The  lM)ard  of  directors  at  their  tirst  met*ting  after  every  annual  ele<»tion  sliall  ^-j-' 
a  presi<lent,  four  vice-presidents,  a  treasurer,  and  8ei!retar>%  and  such  offit*erF  <\isL' 
hcml  their  (offices  during  the  ph*a»ure  of  the  lK>ard.  One  person  niay  li**  U-L 
secretary  and  treasurer. 

In  case  of  any  vacancy  in  the  lK>ard  of  directors  by  death,  resignation,  or  •Mihf^ 
wise,  the  board  shall  liave  the  jwwer  to  till  for  the  unexpired  term  such  vacancv  U 
ballot. 

The  board  may  also  appoint  one  assistant  treasurer,  one  assistant  secretar\-,  and  ?Uiii 
additional  officers  and  agents  as  they  may  deem  advisable,  and  remove  tke  same  u 
their  pleasure. 

In  the  al)Hen<v  of  the  president  and  vice-president,  they  may  appoint  a  chaimias 
pro  tempore. 

During  a  prolon^red  absence  or  inability  of  the  president,  or  any  other  officer,  thrv 
may  apjKMnt  sulwtitutes  pm  tem^)ore,  and  on  the  death  or  resignation  of  the  prw^i- 
dent,  or  other  officer,  they  sliall  hll  the  vacancy. 

Five  of  the  directors  shall  l)e  required  to  constitute  a  quorum  for  the  tnuisaction  >»i 
busint^ss;  but  less  than  a  quorum  may  adjourn  from  time  to  time  and  from  plar^  t* 
plai'e. 

The  boanl  of  directors  mav  at  their  option  hold  their  meeting  at  any  place  outride 
of  the  State. 

Divi<leiids  upon  the  capital  stock  of  the  company,  when  earned,  shall  he  declared 
by  the  Ixianl  oi  directors  on  the  first  Tuesday  of  February,  May,  August,  and  Novem- 
lx*r  in  each  vear,  the  same  to  be  payable  on  the  15th  of  the  succeeding  month.  Th« 
board  shall  have  power  to  fix  the  amount  to  be  reserved  as  working  capital. 

Article  III. — FrefnderU. 

The  president  shall  preside  at  all  meetings  of  the  stockholders  or  directors,  if 
present;  sign  all  certificates  of  stock  and  have  a  eeneral  care,  supervision,  and  dirw^ 
tion  of  the  afifairs  of  the  company.  He  shall  nave  power  to  call  meetings  of  the 
boanl  from  time  to  time  when  he  shall  think  proper,  or  when  requested  by  a  majontr 
of  the  l)oanl. 

In  the  event  of  the  death,  absence,  or  inability  of  the  president  to  perform  any  duties 
impose*!  upon  him  by  these  by-laws  and  the  order  of  the  board  of  directore,  tlje 
vice-presinent  may  exercise  his  powers  and  perform  his  duties,  subject  to  the  con^ 
of  the  board  of  directors. 

Article  IV. — Secretary, 

It  shall  be  the  duty  of  the  secretary  to  notify  the  members  thereof  of  all  meetings 
of  the  board  of  directors  when  required  by  the  president,  or  when  required  by  a 
majority  of  the  directors  in  writing;  to  attend  such  meetings  when  practicable;  keep 
tnie  re('onis  of  the  votes  at  elections  and  all  other  proceeaings;  attest  such  reconfc 
after  every  meeting  by  his  signature;  safely  keep  all  documents  and  papere  which 
shall  conn*  into  his  possession,  and  truly  keep  the  books  and  accounts  oi  tiie  com- 
pany appertaining  to  his  office;  and  shall  present  statements  thereof  when  requiieil 
Dy  the  Doard.  He  shall  keep  books  upon  which  transfer  of  stock  may  be  made  by 
any  stockholder,  or  his  attorney  duly  constituted  in  writing.  He  shall'prepaie  new 
certificates  upon  the  transfer  of  shares  and  surrender  of  the  old  certificates  and  keep 
a  register  of  all  certificates  iasued.  The  assistant  secretary  shall  perform  such  a 
these  duties  as  the  directors  may  require. 
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AfixiQLB  V. — Trtaxarer, 

It  shall  be  the  duty  of  the  treasurer  to  keep  and  aoconnt  for  all  monies,  fonds,  and 
:>roperty  of  the  company  which  shall  come  into  his  hands,  and  he  shall  render  sach 
ux;ount8  and  present  such  statements  to  the  directors  as  may  be  required  of  him. 
Fie  shall  deposit  all  funds  of  the  company  which  may  come  into  his  hands  in  such 
lank  or  banks  as  the  directors  may  designate;  he  shall  keep  his  bank  account  in  the 
lame  of  the  company,  and  shall  exhibit  his  books  and  accounts  to  any  director  upon 
ipplication  at  the  ofuoe  during  ordinary  business  hours;  he  shall  indorse  for  collec- 
■lon  the  billsi  notes,  checks,  and  other  n^otiable  instruments  received  by  the  com- 
pany; he  shall  sign  all  bUls,  notes,  checks,  and  other  negotiable  instnunents  of  the 
company;  and  slmll  pay  out  money  on  the  business  as  the  corporation  may  require, 
»king  proper  vouchers  therefor,  provided,  however,  that  the  directors  snail  have 
power  by  resolution  to  delegate  any  of  the  duties  of  the  treasurer  to  other  officers, 
ind  to  provide  by  what  officers  all  bills,  notes,  checks,  vouchers,  orders,  or  other 
instruments  shall  be  signed.  The  aasistant  secretary  shall  perform  such  of  these 
iuties  as  the  directors  may  require. 

AiencLB  VL — Corporate  seaL 

A  corporate  seal  shall  be  prepared  and  shall  be  kept  by  the  secretary  in  the  office 
3f  the  company. 

The  impression  of  the  seal  may  be  made  and  attested  by  either  the  secretary  or  an 
issistant  secretary  for  the  authentication  of  contracts  and  other  papers  requiring  the 
seal  and  bearing  the  signature  of  the  president  or  one  of  the  vice-presidents. 

Abticlb  VII. — FisodL  year. 

The  fiscal  year  of  this  corporation  shall  be  the  calendar  year. 

Abticlb  VIII. — Amendments, 

These  by-laws  may  be  altered  or  amended  by  a  vote  of  the  directors  at  any 
meeting. 


CERTIFICATE  OF  INCORPORATION  OF  FEDERAL  STEEL  COMPANY. 

[Intemal-revenue  stamp,  10  cents,  canceled.] 

[Registered  office  with  the  Corporation  Trust  Company  of  New  Jersey,  60  Grand  street,  Jersey 

City,  N.  J.] 

First.  The  name  of  the  corporation  is  Federal  Steel  Company. 

Second.  The  location  of  its  principal  office  in  the  State  of  New  Jersey  is  at  No.  60, 
Grand  street,  in  the  city  of  Jersey  City,  county  of  Hudson.  Said  office  is  to  be  reg- 
istered with  the  Corporation  Trust  Company  of  New  Jersey.  The  name  of  the  agent 
therein  and  in  charge  thereof,  and  upon  whom  process  against  this  corporation  may 
be  served,  is  the  Corporation  Trust  Company  of  New  Jersey. 

Third.  The  objects  for  which,  and  for  any  of  which,  the  corporation  is  formed,  are 
to  do  any  or  all  of  the  things  herein  set  forth,  to  the  same  extent  as  natural  persons 
might  or  could  do,  and  in  anv  part  of  the  world,  viz: 

Mining  of  all  kinds;  manufacturing  of  all  kinds;  transportation  of  goods,  merchan- 
dise, or  passengers,  upon  land  or  water;  building  houses,  structures,  vessels,  ships, 
boats,  railroads,  engines,  cars  or  other  equipment,  wharves  or  docks;  constructing, 
maintaining,  and  operating  railroads  (other  tha^  railroads  within  the  State  of  New 
Jersey) ,  steamship  lines,  vessel  lines,  or  other  lines  for  transportation;  the  purchase, 
inoprovement,  or  sale  of  lands; 

To  manufactiu^,  purchase,  or  otherwise  acquire,  to  hold,  own,  mortgage,  pledge. 
Bell,  assign  and  transfer,  or  otherwise  dispose  of,  to  invest,  trade,  deal  in  and  deal 
with  goods,  wares,  and  merchandise,  and  property  of  every  class  and  descrijjtion; 

To  acquire  and  undertake  all  or  any  part  oi  the  business,  assets,  and  liabilities  of 
any  person,  firm,  association,  or  corporation; 

To  appl]^  for,  purchase,  or  otherwise  acquire,  and  to  hold,  own,  use,  operate,  and 
to  sell,  assign,  or  to  otherwise  dispose  of,  to  grant  licenses  in  respect  of  or  otherwise 
tnm^  to  account  any  and  all  inventions,  improvements,  and  processes  used  in  con- 
nection with,  or  secured  under  letters  patent  of  the  United  States  or  elsewhere,  or 
otherwise;  and,  with  a  view  to  the  working  and  development  of  the  same,  to  <»rry 


1282        HEABINOS  BEFORE  THE  INDUSTRIAL  COMHIBSIOH. 

on  any  bcudneflR,  whether  mmnnftictoring  or  otherwise,  which  the  rorpoimtMm  mty 
think  calculated  directly  or  indirectly  to  effectoate  these  objects; 

To  enter  into,  make,  perform,  and  carry  oat  contracts  of  every  kind  with  any  per- 
son, firm,  association,  or  corporation; 

To  have  one  or  more  offices;  to  carry  on  all  or  any  of  its  operations  and  bosnes; 
and  unliroitedly  and  without  restriction  to  hold,  purchase,  mortn^  lease,  azid  cf^o- 
vey  real  and  personal  property  in  any  State  or  Territory  of  the  United  8tates,  and  in 
any  foreigrn  country  or  place. 

In  ^[eneral  to  carry  on  any  other  bnsinesB  in  connection  therewith,  whether  mano- 
factunng  or  otherwise,  with  all  the  powers  conferred  by  the  laws  of  New  Jerwr 
upon  corporations  under  the  act  hereinafter  referred  to. 

Fourth.  The  total  authorized  capital  stock  of  the  corooration  is  two  hondred 
million  dollars  ($200,000,000) ,  divided  into  two  million  (2,000,000)  shares  of  the  par 
value  of  one  hundred  dollare  ($100)  each. 

Of  such  total  authorised  capital  stock,  one  million  shares,  amounting:  to  $100,000,000. 
shall  be  preferred  stock,  and  one  million  shares,  amounting  to  $100,000,000,  shall  be 
common  stock. 

From  time  to  time  the  preferred  stock  and  the  common  stock  shall  be  issued  in 
such  amounts  and  proportion  as  shall  be  determined  by  the  board  of  directors,  and 
as  may  be  permitted  by  law. 

The  preferred  stock  shall  be  entitled,  out  of  any  and  all  surplus  net  pTx>fits,  when- 
ever declared  by  the  board  of  directors,  to  noncumulative  dividends  at  the  rate  of,  hot 
not  exceeding,  six  per  cent  per  annum  for  the  fiscal  vear  beginning  on  the  first  day 
of  January,  1899,  and  for  each  and  every  fiscal  year  tnereafter,  payable  in  preferenre 
and  priority  to  any  payment  of  any  dividend  on  the  common  stock  for  such  fisal 
vear.  In  addition  thereto,  in  the  event  of  the  dissolution  of  the  corporation,  the 
holders  of  the  preferred  stock  shall  be  entitled  to  receive  the  par  value  of  their  pre- 
ferred shares  out  of  the  surplus  funds  of  the  corporation  before  anything  shall  be 
paid  therefrom  to  the  holders  of  the  common  stock. 

The  common  stock  shall  be  subject  to  the  prior  rights  of  the  holders  of  the  pre- 
ferred stock,  as  herein  declared.  If,  after  providing  for  the  payment  of  full  dividend^ 
for  anv  fiscal  year  on  the  preferred  stock,  there  shall  remam  any  surplus  net  profit? 
of  sucti  year,  anv  and  all  such  surplus  net  profits  of  such  year,  and  of  any  other  fi>^ 
year  for  which  full  dividends  shall  have  been  paid  on  the  preferred  stock,  shall  be 
applicable  to  dividends  upon  the  common  stock,  when  and  as  from  time  to  time  the 
same  shall  be  declared  by  the  board  of  directors  and  out  of  any  such  surplus  net 
profits,  after  the  close  of  anv  fisc&l  year,  the  board  of  directors  may  pay  dividends 
upon  the  common  stock  of  tne  corporation  for  such  fiscal  year,  but  not  until  after  the 
dividends  upon  the  preferred  stock  for  such  fiscal  year  shall  have  been  actually  paid 
or  provided  and  set  apart 

Fifth.  The  names  of  the  incorporators  (the  post-office  address  of  each  is  No.  60 
Grand  street,  Jersey  City,  N.  J.)  and  the  number  of  shares  of  common  stock  (ten) 
subscribed  for  bv  each,  the  aggrmite  of  which  being  three  thousand  dollars  (|3,O00U 
is  the  amount  ot  capital  stock  wita  which  the  corporation  will  commence  busineeB, 
are  as  follows: 

Name. 

Charles  C.  Clnff Ten  shares  common  stock. 

Charles  MacVeagh Ten  shares  common  stock. 

Benjamin  C.  Van  Dyke Ten  shares  conmion  stock. 

Sixth.  The  duration  of  the  corporation  shall  be  unlimited. 

Seventh.  The  corporation  may  use  and  apply  its  surplus  earnings,  or  accumulated 
profits  authorized  by  law  to  be  reserved,  to  the  purdiase  or  acquisition  of  property, 
and  to  the  purchase  or  acquisition  of  its  own  capital  stock  from  time  to  time,  to  siioh 
extent  and  m  such  manner  and  upon  such  terms  as  its  board  of  directors  shall  deter- 
mine; and  neither  the  property  nor  the  capital  stock  so  purchased  and  acquired,  nor 
any  of  its  capital  stock  taken  in  payment  or  satisfaction  of  any  debt  due  to  the  cor- 
poration, shall  be  regarded  as  profits  for  the  purposes  of  declaration  or  payment  of 
dividends,  unless  otherwise  determined  by  a  majority  of  the  board  of  directors  or  a 
majority  of  the  stockholders. 

The  corporation  in  its  by-laws  may  prescribe  the  number  necessary  to  constitute 
a  quorum  of  the  board  of  directors,  which  number  may  be  less  than  a  majority  oi 
the  whole  number. 

The  number  of  directors  at  any  time  may  be  increased  by  a  vote  of  the  board  d 
directors,  and  in  case  of  any  such  increase  the  board  of  directors  shall  have  power 
to  elect  such  additional  directors,  to  hold  office  until  the  next  meeting  of  stock* 
holders,  or  until  their  suooessora  shall  be  elected. 
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The  board  of  directors  shall  have  power  without  the  assent  or  vote  of  the  stock- 
[lolders  to  make,  alter,  amend,  and  rescind  the  by-laws  of  the  corporation,  to  fix  the 
unount  to  be  reserved  as  working  capital,  to  autnorize  and  to  cause  to  be  executed 
mortgages  and  liens  upon  the  real  ana  personal  property  of  the  corporation ;  and  from 
ime  to  time  to  sell,  assign,  transfer,  or  otherwise  dispose  of  any  or  all  of  the  property 
)f  the  corporation,  but  no  such  sale  of  ail  of  the  property  shall  be  made  except  pur- 
mant  to  the  vote  of  at  least  two-thirds  of  the  board  of  directors. 

The  board  of  directors^  by  resolution  passed  by  a  majority  of  the  whole  board,  may 
lesignate  three  or  more  directors  to  constitute  an  executive  committee,  which  com- 
nittee,  to  the  extent  provided  in  said  resolution  or  in  the  by-laws  of  the  corporation, 
shall  have^  and  may  exercise,  the  power  of  the  board  of  directors  in  the  mana^ment 
>f  the  busmess  and  affairs  of  the  corporation,  and  shall  have  power  to  authorize  the 
leal  of  the  corporation  to  be  affixed  to  all  papers  which  may  require  it. 

The  board  of  directors  from  time  to  time  shall  determine  whether  and  to  what 
extent,  and  at  what  times  and  places,  and  under  what  conditions  and  regulations,  the 
iccounts  and  books  of  the  corporation,  or  any  of  them,  shall  be  open  to  the  inspec- 
ion  of  the  stockholders;  and  no  stockholder  shall  have  any  right  of  inspecting  any 
iccount  or  book  or  document  of  the  corporation,  except  as  conferred  by  statute  or 
luthorized  by  the  board  of  directors,  or  by  a  resolution  of  the  stockholders. 

The  board  of  directors  shall  have  power  to  hold  its  meetings,  to  have  one  or  more 
offices,  and  to  keep  the  books  of  the  corporation  (except  the  stock  and  transfer  books) 
>utside  of  this  State  at  such  places  as  may  be  from  time  to  time  designated  by  them. 

It  is  the  intention  that  the  objects  above  specified  in  article  third,  except  where 
otherwise  expressed  in  said  article,  shall  be  nowise  limited  or  restricted  by  reference 
^  or  inference  from  the  terms  of  any  oiher  article,  clause,  or  paragraph  in  this 
^rtificate. 

The  undersigned,  for  the  purpose  of  forming  a  corporation  in  pursuance  of  an  act 
■yf  the  legislature  of  the  State  of  New  Jersey,  entitled  "An  act  concerning  corporar 
dons"  (Revision  of  1896) ,  and  the  various  acts  amendatory  thereof  and  supplemental 
thereto,  do  make,  record,  and  file  this  certificate,  and  do  respectively  agree  to  take 
the  number  of  shares  of  stock  hereinbefore  set  forth,  and  accordingly  hereunto  have 
set  our  hands  and  seals. 

Dated  Jersey  City,  N.  J.,  September  9, 1898. 


Chas.  C.  Cluff. 
Charles  MacVeagh. 
Benjamin  C.  Van  Dyke. 


SEAL. 
SEAL. 
SEAL. 


In  presence  of — 
James  B.  Dill. 
E.  H.  Gaby. 
Francis  Lynde  Stetson. 

9tatb  op  New  Jersey,  County  of  Hudson,  «.• 

Be  it  remembered  that  on  tfiis  ninth  day  of  September,  A.  D.  eighteen  hundred 
and  ninety-eight,  before  the  undersigned  personally  appeared  Charles  C.  Cluff, 
Charles  MacY eaen,  and  Benjamin  C.  Van  Dyke,  who,  I  am  satisfied^  are  the  persons 
named  in  and  who  executed  the  foregoing  certificate,  and  I,  having  nrst  made  known 
to  them,  and  each  of  them,  the  contents  thereof,  they  did  each  acknowledge  that 
they  si^ed,  s^ed,  and  delivered  the  same  as  their  voluntary  act  and  deed. 

James  B.  Dill, 
Master  in  Chancery  of  New  Jersey, 
[lOc.  Intenial-reTenne  stamp  cancelled.] 

Received  in  the  Hudson  County,  N.  J.,  clerk's  ofiice  September  9th,  1898,  and 

recorded  in  clerk's  record  No. ,  on  page . 

John  G.  Fisher,  Clerk, 

(Endorsed:)   "Filed  September  9,  1898.     George  Wurte,  Secretary  of  State." 


Federal  Steel  Company — By-laws — Seftebcber  9,  1898. 

I. 

1.  The  title  of  the  corporation  is  Federal  Steel  Company. 

2.  The  principal  office  is  at  60  Grand  street,  Jersey  City,  New  Jersey. 

3.  The  corporate  seal  of  the  company  shall  have  inscribed  thereon  the  name  of 
the  corporation,  the  State  (New  Jersey) ,  and  the  month  and  year  of  its  creation 
(September,  1898). 
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on  any  bnidneBi,  whether  numnfturtniisig  or  otherwise,  which  the  cx>rporBtion  mar 
think  calculated  directly  or  indirectly  to  effectuate  these  ol^ects; 

To  enter  into,  make,  perform,  and  carry  oat  contracts  of  every  kind  with  any  per- 
son, firm,  association,  or  corporation; 

To  have  one  or  more  offices;  to  carry  on  all  or  any  of  its  operations  and  bnasfis: 
and  unlimitedly  and  without  restriction  to  hold,  purchase,  mortoa^  lease,  and  cr>B- 
vey  real  and  personal  property  in  any  State  or  Territory  of  the  Umted.  States,  and  in 
any  foreigrn  country  or  place. 

In  ^[eneral  to  carry  on  any  other  basinees  in  connection  therewith,  whether  mamh 
factunng  or  otherwise,  with  all  the  powers  conferred  by  the  laws  of  New  Jecser 
upon  corporations  under  the  act  hereinafter  referred  to. 

Fourth.  The  total  authorized  capital  stock  of  the  corporation  is  two  hundred 
million  dollars  ($200,000.000) ,  divided  into  two  million  (2,000,000)  shares  of  the  pv 
value  of  one  hundred  dollare  ($100)  each. 

Of  such  total  authorised  capital  stock,  one  million  shares,  amounting  to  $100,000,OQOi 
shall  be  preferred  stock,  and  one  million  shares,  amounting  to  $100,000,000,  shall  be 
common  stock. 

From  time  to  time  the  preferred  stock  and  the  common  stock  shall  be  iasoed  ia 
such  amounts  and  proportion  as  shall  be  determined  by  the  board  of  directors,  soA 
as  may  be  permitted  by  law. 

The  preferred  stock  shall  be  entitled,  out  of  any  and  all  surplus  net  profits,  when- 
ever declared  by  the  board  of  directors,  to  noncumulative  dividends  at  tne.  rate  of,  boi 
not  exceeding,  six  per  cent  per  annum  for  the  fiscal  vear  beginning  on  the  first  daj 
of  January,  1899,  and  for  each  and  every  fiscal  year  tnereafter,  payable  in  preferesc^ 
and  priority  to  any  payment  of  any  dividend  on  the  common  stock  for  soch  fiscal 
vear.  In  addition  thereto,  in  the  event  of  the  dissolution  of  the  corporation,  the 
holders  of  the  preferred  stock  shall  be  entitled  to  receive  the  par  value  of  their  pie- 
ferred  shares  out  of  the  surplus  funds  of  the  corporation  before  anything  shaube 
paid  therefrom  to  the  holders  of  the  common  stock. 

The  common  stock  shall  be  subject  to  the  prior  rights  of  the  holders  of  the  pre^ 
ferred  stock,  as  herein  declared.  If,  after  providing  for  the  payment  of  full  dividends 
for  an  V  fiscal  year  on  the  preferred  stock,  there  shall  remam  any  surplus  net  profit? 
of  sucn  year,  anv  and  all  such  surplus  net  profits  of  such  year,  and  of  any  other  l&sttl 
year  for  which  full  dividends  shall  have  been  paid  on  the  preferred  stock,  shall  \^ 
applicable  to  dividends  upon  the  common  stock,  when  and  as  from  time  to  time  the 
same  shall  be  declared  by  the  board  of  directors  and  out  of  any  such  surplus  net 
profits,  after  the  close  of  anv  fiscal  year,  the  board  of  directors  may  pay  dividends 
upon  the  common  stock  of  tne  corporation  for  such  fiscal  year,  but  not  until  after  the 
dividends  upon  the  preferred  stock  for  such  fiscal  year  shall  have  been  actually  paid 
or  provided  and  set  apart 

Fifth.  The  names  of  the  incorporators  (the  post-office  address  of  each  is  No.  60 
Grand  street,  Jersey  City,  N.  J.)  and  the  number  of  shares  of  common  stock  (ten) 
subscribed  for  bv  each,  the  aggreoite  of  which  being  three  thousand  dollars  ($3,000), 
is  the  amount  ot  capital  stock  wiw  which  the  corporation  will  oommenoe  business, 
are  as  follows: 

Name. 

Charles  C.  Clnff Ten  shares  common  stock. 

Charles  Mac Veagh Ten  shares  conunon  stock. 

Benjamin  C.  Van  Dyke Ten  shares  conmion  stock. 

Sixth.  The  duration  of  the  corporation  shall  be  unlimited. 

Seventh.  The  corporation  may  use  and  apply  its  surplus  earnings,  or  accumulated 
profits  authorized  by  law  to  be  reserved,  to  the  purchase  or  acquisition  of  property, 
and  to  the  purchase  or  acquisition  of  its  own  capital  stock  from  time  to  time,  to  such 
extent  and  m  such  manner  and  upon  such  terms  as  its  board  of  directors  shall  deter- 
mine; and  neither  the  property  nor  the  capital  stock  so  purchased  and  acquired,  nor 
any  of  its  capital  stock  taken  in  payment  or  satisfaction  of  any  debt  due  to  the  cor- 

§  oration,  shall  be  r^arded  as  profits  for  the  purposes  of  declaration  or  payment  of 
ividends,  unless  otherwise  determined  by  a  majority  of  the  board  of  directors  or  a 
msdority  of  the  stockholders. 

The  corporation  in  its  by-laws  may  prescribe  the  number  necessary  to  constitute 
a  quorum  of  the  board  of  directors,  which  number  may  be  less  than  a  majority  of 
the  whole  number. 

The  number  of  directors  at  any  time  may  be  increased  by  a  vote  of  the  board  of 
directors,  and  in  case  of  any  such  increase  the  board  of  directors  shall  have  power 
to  elect  such  additional  directors,  to  hold  office  untU  the  next  meeting  of  stock- 
holders, or  until  their  suooessora  shall  be  elected. 
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The  bcMird  of  directors  shall  have  power  without  the  assent  or  vote  of  the  stock- 
tiolders  to  make,  alter,  amend,  and  rescind  the  by-laws  of  the  corporation,  to  fix  the 
unount  to  be  reserved  as  working  capital,  to  autnorize  and  to  cause  to  be  executed 
aaortgages  and  liens  upon  the  real  ana  personal  property  of  the  corporation;  and  from 
blme  to  time  to  sell,  assign,  transfer,  or  otherwise  oisposeof  any  or  all  of  the  property 
[>f  tbe  corporation,  but  no  such  sale  of  all  of  the  property  shall  be  made  except  pur- 
suant to  the  vote  of  at  least  two-thirds  of  the  board  of  directors. 

The  board  of  directors-,  by  resolution  passed  by  a  majority  of  the  whole  board,  may 
designate  three  or  more  directors  to  constitute  an  executive  committee,  which  com- 
mittee, to  the  extent  provided  in  said  resolution  or  in  the  by-laws  of  the  corporation, 
shall  have^  and  may  exercise,  the  power  of  the  board  of  directors  in  the  mana^ment 
of  the  busmeas  and  affairs  of  the  corporation,  and  shall  have  power  to  authorize  the 
seal  of  the  corporation  to  be  affixed  to  all  papers  which  may  require  it. 

The  board  of  directors  from  time  to  time  shall  determme  whether  and  to  what 
extent,  and  at  what  times  and  places,  and  under  what  conditions  and  regulations,  the 
accounts  and  books  of  the  corporation,  or  any  of  them,  shall  be  open  to  the  inspec- 
tion of  the  stockholders;  and  no  stockholder  shall  have  any  right  of  inspecting  any 
account  or  book  or  document  of  the  corporation,  except  as  conferred  by  statute  or 
authorized  by  the  board  of  directors,  or  by  a  resolution  of  the  stockholders. 

The  board  of  directors  shall  have  power  to  hold  its  meetings,  to  have  one  or  more 
offices,  and  to  keep  Uie  books  of  the  corporation  (except  the  stock  and  transfer  books) 
outside  of  this  State  at  such  places  as  may  be  from  time  to  time  designated  by  them. 
It  is  the  intention  that  the  obiects  above  specified  in  article  third,  except  where 
otherwise  expressed  in  said  article,  shall  be  nowise  limited  or  restricted  by  reference 
to  or  inference  horn  the  terms  of  any  other  article,  clause,  or  paragraph  in  this 
certificate. 

The  undersigned,  for  the  purpose  of  forming  a  corporation  in  pursuance  of  an  act 
of  the  l^^lature  of  the  State  of  New  Jersey,  entitled  ''An  act  concerning  corpora- 
lions"  (^vision  of  1896| ,  and  the  various  acts  amendatory  thereof  and  supplemental 
thereto,  do  make,  record,  and  file  this  certificate,  and  do  respectively  agree  to  take 
the  number  of  shares  of  stock  hereinbefore  set  forth,  and  accordingly  hereunto  have 
Het  our  hands  and  seals. 

Dated  Jersey  City,  N.  J.,  September  9, 1898. 

Chas.  C.  Cluff.  [seal. 

Charles  MacVbagh.  |beal. 

Benjamin  C.  Van  Dyke.     [seal. 
hi  presence  of — 
James  B.  Dill^ 
E.  H.  Gary. 
Francis  Lynde  Stetson. 

State  of  New  Jersey,  County  ofHudMn,  »: 

Be  it  remembered  that  on  this  ninth  day  of  September,  A.  D.  eighteen  hundred 
and  ninety-eight,  before  the  undersigned  personally  appeared  Charles  C.  Cluff, 
Charles  MacY each,  and  Benjamin  C.  Van  Dyke,  who,  I  am  satisfied,  are  the  persons 
named  in  and  who  executed  the  foregoing  certificate,  and  I,  having  first  made  known 
to  them,  and  each  of  them,  the  contents  thereof,  they  did  each  acknowledge  that 
they  signed,  s^ed,  and  delivered  the  same  as  their  voluntary  act  and  deed. 

James  B.  Dill, 
Maxter  in  Chancery  of  New  Jersey, 
[lOc.  Intemal-reTenae  stamp  cancelled.] 

Beceived  in  the  Hudson  County,  N.  J.,  clerk's  office  September  9th,  1898,  and 

recorded  in  clerk's  record  No. ,  on  page . 

John  G.  Fisher,  Clerk. 

(Endorsed:)   "Filed  September  9,  1898.     Geoige  Wurte,  Secretary  of  State." 


Federal  Steel  Company — By-laws — September  9,  1898. 

I. 

i.  The  title  of  the  corporation  is  Federal  Steel  Company. 

2.  The  principal  office  is  at  60  Grand  street,  Jersey  City,  New  Jersey. 

3.  The  corporate  seal  of  the  company  shall  have  inscribed  thereon  the  name  of 
the  corporation,  the  State  (New  Jersey) ,  and  the  month  and  year  of  its  creation 
(September,  1898). 
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II. 

DIRBCT0R8. 

4.  The  prr>norty  and  bumnew  of  the  corporation  shall  be  mana^ped  and  contralW*i? 
bv  a  iKianl  oi  difeetorn,  who  shall  at  all  times  l)e  Ptockholdere.  They  shall  hoM 
oftice  for  one  year,  and  until  others  are  elected  and  qualified  in  their  stead.  Thf 
numlier  of  the  first  Injaixl  of  directors  shall  \>e  three;  but  at  any  time  the  numlfcr 
may  \yo  incrt»ai«e<l  by  vote  of  the  l)oard  of  directors,  and,  in  case  of  any  such  increa^ts 
the  Inmnl  of  directors  shall  have  power  to  elect  such  additional  directors  to  hol^l 
office  until  the  next  meeting  of  stockholders,  or  until  their  successors  shall  be  elected. 
H  the  office  of  any  director  l)ecomee  or  is  vacant  by  reason  of  death,,  resignation, 
<1  i:4i I uali flection,  increase  in  number,  or  otherwise,  the  remaining  direetors,  by  a 
majority  vote,  may  elecl  a  successor,  who  shall  hold  office  for  the  unexpued  term  oc 
until  his  succewor  is  elected. 

III. 

MEETINGR  OF  STOCKHOLDERS. 

5.  The  annual  meeting  of  stockholders  shall  be  held  on  the  first  Monday  of  April 
in  each  year  if  not  a  legal  holiday,  and,  if  a  legal  holiday,  then  on  the  day  following^ 
at  the  registered  office  of  the  company  in  the  ntate  of  New  Jersev,  commencing  at  11 
o'clock  a.  m.,  when  they  shall  elect  by  a  plurality  vote  by  ballot  the  full  board  c4 
directors  to  serve  for  one  year,  and  until  their  successors  are  elected  or  chosen  ami 
({ualifitnl,  t»ach  stockholder  lieing  entitled  to  one  vote  in  person  or  by  proxy  for  earb 
share  of  stock  standing  registenS  in  his  name  on  the  10th  day  of  the  month  preceding 
tliC  eUvtion;  pn)vide<l,  no  stock  shall  be  voted  which  has  been  transferred  within 
twenty  days  of  the  time  of  the  election. 

A  majonty  in  amount  of  the  stock  outstanding  shall  be  requisite  to  constitute  a 
quorum  for  an  electicm  of  directors  or  the  transaction  of  other  business. 

The  polls  for  such  election  shall  be  open  at  twelve  o'clock  noon  and  closed  at  one 
o'clock  in  the  afternoon. 

Notice  of  the  annual  meeting  may  be  published  in  a  newspaper  in  the  city  of  New 
York  once  each  week  durinf^  tne  calendar  month  next  preceding  the  meeting;  but 
a  failure  to  publish  such  notice  or  any  irregularity  in  the  publication  or  notice  shall 
not  affect  the  validity  of  the  said  meeting  or  the  proceedings  therein. 

Spet'ial  meetings  of  stockholders  shall  be  called  by  the  secretary  by  mailimr  a 
notice  at  least  five  days  prior  to  the  date  of  meeting  to  each  stockholder  of  record  at 
liis  last-known  post-office  atldress,  on  the  retjuest  in  writing,  or  by  vote,  of  a  niajority 
of  the  board  of  directors  or  executive  committee,  or  on-demand  m  writing  by  stock- 
holders of  record  owning  a  majority  in  amount  of  the  entire  issued  capiUtl  stock  of 
the  company. 

IV. 

MEETINGS  OF  DIRECTORS. 

6.  The  Ixmrd  of  directors  shall  meet  at  the  office  of  the  company  in  New  York 
immediately  after  the  adjournment  of  the  annual  meeting  of  stockholders  and  elect 
the  officers  of  the  coiporation  for  the  ensuing  year. 

Regular  meetings  oi  the  directors  shall  be  held  at  the  office  of  the  cx)mpany  in  New 
York,  or  by  order  of  the  directors  elsewhere,  on  a  day  and  at  an  hour  to  be  fixed  by 
rc^solution  of  the  lx)ard. 

Notice  of  regular  meetings  shall  be  mailed  to  each  director  at  his  last -known  po^ 
office  address  Dy  the  secretary  at  least  three  days  previous  to  the  time  fixed  for  the 
mec^ting. 

While  the  number  of  directors  remains  at  three,  a  majority  shall  be  necessary  to 
constitute  a  quorum  for  the  transaction  of  business;  but  if  the  number  of  director? 
shall  be  increased  to  fifteen,  then  six  shall  constitute  a  quorum  for  the  transaction  of 
business. 

Special  meetings  of  the  board  may  be  called  by  the  president  on  one  day's  notice 
to  each  director,  delivered  to  him  personally  or  left  at  his  residence  or  usual  place  of 
business;  or  such  special  meetings  may  be  called  in  like  manner  on  the  written 
request  of  three  members. 
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V. 

COMPENSATION   OP  DIRBCTOBS   AND   BXBCUTIVB  CX>MMITTBK. 

7.  Directors  and  members  of  the  executive  committee  as  such  shall  not  receive  any 
stated  salary  for  their  services,  but  may  be  allowed  $10  each  for  attendance  at  each 
re^lar  or  special  meeting  if  present  at  roll  call,  and  until  adjournment,  unless 
excused. 

VI. 

IN8PJBCIOR8  OF  BLBCFION. 

9.  The  board  of  directors,  at  a  meetins  held  prior  to  the  annual  meeting  of  the 
stockholders,  shall  appoint  two  stockholders  to  act  as  inspectors  and  conduct  the 
election  of  directors  at  the  ensuing  annual  meeting  of  stockholders.  Inspectors  of 
election  shall  not  be  elig^ible  to  the  office  of  director.  If  any  inspector  ot  election 
fails  to  attend  the  election,  a  successor  may  be  appointed  by  the  stockholders  in 
attendance. 

vn. 

ORDER  OF  BUSINESS. 


S 


10.  The  order  of  business  at  the  meetings  of  the  board  of  directors  shall  be  as  fol- 
lows: 

A  quorum  being  present,  the  chairman  shall  call  the  board  to  order. 

The  minutes  of  the  last  meeting  shall  be  read  and  considered  as  approved  if 
there  be  no  amendments. 

f3)  Reports  of  officers  of  the  company. 
[4)  Reports  of  committees. 
f5)  Unfinished  business. 
[6)  Miscellaneous  business. 
J)  New  business. 

VIII. 

OFFICERS  OF  THE  COMPANY. 

11.  The  officers  of  the  company  shall  consist  of  a  chairman  of  the  board,  presi- 
dent, first  vice-president,  second  vice-president,  secretary,  general  counsel,  treasurer, 
auditor,  and  such  other  officers  as  may  from  time  to  time  be  elected  or  appointed 
by  the  board  of  directors. 

One  person  may  hold  more  than  one  office. 

IX. 

OFFICERS. 

12.  The  directors  shall  elect  from  amone  their  own  number  a  chairman  of  the 
board,  a  president,  a  first  vice-president,  ana  a  second  vice-president;  and  shall  also 
appoint  a  secretary,  treasurer,  auditor,  and  general  counsel. 

DUTIES  OF  THE  CHAIRMAN. 

13.  It  shall  be  the  duty  of  the  chairman  to  preside  at  all  meetings  of  the  board  of 
directors  and  to  give  such  counsel  and  advice  as  from  time  to  time  may  by  him  be 
deemed  essential  to  the  best  interests  of  the  corporation  to  the  executive  committee 
or  to  the  president. 

XI. 

DUTIES  OF  THE  PRESIDENT. 

14.  It  shall  be  the  duty  of  the  president,  in  the  absence  of  the  chairman  of  the 
board,  to  preside  at  all  meetings  of  the  board  of  directors;  to  have  general  and  active 
management  of  the  business  oT  the  company;  to  see  that  all  orders  and  resolutions 
of  the  board  are  carried  into  effect;  to  execute  all  contracts  and  agreements  author- 
ized by  the  bcmrd;  to  keep  in  saife  custody  the  seal  of  the  company,  and  when 
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aathorised  by  the  boaid  or  execdtive  committee,  to  affix  the  seal  to  any  infltrament 
requiring  the  aame,  which  seal  shall  always  be  attested  by  the  signatare  of  the  pn8> 
ident  and  of  the  secretary  or  the  treasurer.    He  may  si^  oerUficates  of  stock. 

He  shall  have  the  general  saperintendence  and  direction  of  all  the  other  oflloen  of 
the  company,  except  the  chairman  of  the  board,  and  shall  see  that  their  dutieB  are 
properly  performed. 

He  shall  submit  a  complete  report  of  the  operations  of  the  company  for  the  year 
and  the  state  of  its  affairs  on  the  31st  day  of  December  to  the  directors  at  th^r  regular 
meeting  in  April  and  to  the  stockholders  at  their  annual  meeting  in  April  oi  each 
vear,  and  from  time  to  time  shall  report  to  the  directors  all  matters  within  hv 
knowledge  which  the  interests  of  the  company  may  require  to  be  brought  to  their 
notice. 

He  shall  be  ex  officio  a  member  of  all  standing  committees,  and  shall  have  the 
general  powers  and  duties  of  supervision  and  management  usually  vested  in  the 
office  of  the  president  of  a  corporation. 

He  shall  in  a  general  way  be  familiar  with  and  exercise  supervision  over  the  a&un 
of  the  other  corporations  in  which  this  corporation  may  be  interested. 

He  shall  freely  consult  and  advise  with  the  chairman  of  the  board  and  also  the 
executive  committee  in  relation  to  the  business  and  interests  of  the  corporation. 


xn. 

rnorr  vick-presidbnt. 

15.  The  first  vice-president  shall  be  vested  with  all  the  powers  and  repaired  to 
perform  all  the  duties  of  the  president  in  hia  absence.  He  may  sign  certificates  of 
stock;  and  he  shall  perform  such  other  duties  as  may  be  prescrfbed  by  the  boaid  of 
directors. 

XIII. 

16.  The  second  vice-president  shall  be  vested  with  all  the  powers  and  required  to 
perform  all  the  duties  of  the  president  in  the  absence  of  both  the  president  and  the 
first  vice-president;  he  may  sign  certificates  of  stock,  and  he  shiBdl  perform  such 
other  duties  as  may  be  prescribed  by  the  board  of  directors. 

XIV. 

PRBBIDENT  PRO  TEM. 

17.  In  the  absence  of  the  president  and  first  vice-president  and  second  vice- 
president,  the  board  may  appomt  a  president  pro  tern, 

XV. 

SBCRXTART. 

18.  The  secretary  shall  be  ex  offiHo  secretary  of  the  board  of  directors  and  of  the 
standing  committees;  he  shall  attend  all  sessions  of  the  board;  shall  act  as  clerk 
thereof,  and  record  all  votes  and  the  minutes  of  all  proceedings  in  a  book  to  be  kept 
for  that  purpose. 

He  shall  perform  like  duties  for  the  standing  committees  when  required. 

He  shall  give  notice  of  all  calls  for  installments  to  be  paid  by  ^e  stockholders,  and 
shall  see  that  proper  notice  is  given  of  all  meetings  of  the  stockholders  of  the  com- 
pany and  of  the  board  of  directors,  and  shall  perform  such  other  duties  as  may  be 
prescribed  by  the  board  of  directors  or  president. 

He  shall  be  sworn  to  the  faithful  dischai^  of  his  duty,  and  shall  give  such  bond 
as  may  be  required  by  the  board  of  directors. 

The  assistant  secretary,  if  one  is  appointed,  shall  be  vested  with  all  the  powers 
and  required  to  perform  all  the  duties  of  the  secretary  in  his  absence,  inability, 
refusal,  or  neglect  to  act 

XVI. 

TREASURER. 

19.  The  treasurer  shall  keep  full  and  accurate  accounts  of  receipts  and  disburse- 
ments in  books  belonging  to  the  company,  and  shall  deposit  all  moneys  and  other 
valuable  effects  in  the  name  and  to  the  credit  of  the  company  in  such  depositories  as 
may  be  designated  by  the  board  of  directors  or  executive  committee. 
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He  shall  disburse  the  funds  of  the  company  as  may  be  ordered  by  the  board, 
taking  proper  vouchers  for  such  disbursements,  and  shall  render  to  the  president  and 
directors  at  the  regular  meetings  of  the  board,  or  whenever  they  may  require  it,  an 
account  of  all  his  transactions  as  treasurer  and  of  the  financial  condition  of  the  com- 
pany, and  at  the  regular  meeting  of  the  board  in  April  annually  a  like  report  for  the 
preceding  year. 

He  shall  give  the  company  a  bond  in  form  and  in  a  sum  and  with  security  satis- 
factory to  the  board  of  directors  or  the  executive  committee  for  the  faithful  perform- 
ance of  the  duties  of  his  office  and  the  restoration  to  the  company,  in  case  of  his 
death,  resignation,  or  removal  from  office,  of  all  books,  papers,  vouchers,  money,  or 
other  property  of  whatever  kind  in  his  possession  belonging  to  the  corporation,  and 
containing  such  other  provisions  as  the  board  of  directors  or  executive  committee 
mav  reauire. 

Oertincates  of  stock,  when  signed  by  the  president  or  first  vice-president  or  second 
vice-president,  shall  be  countersigned  by  the  treasurer.  He  shall  keep  the  accounts 
of  stock  registered  and  transferr^  in  such  form  and  manner  and  under  such  r^^la- 
tions  as  the  board  of  directors  may  prescribe. 

The  assistant  treasurer,  if  one  is  appointed,  shall  be  vested  with  all  the  powers 
and  required  to  perform  all  the  duties  of  the  treasurer  in  his  absence,  inability, 
refusal,  or  n^lect  to  act 

xvn. 

AUDITOR. 

20.  The  auditor  shall  have  supervision  over  all  the  accounts  and  account  books  ot 
the  company  and  see  that  the  system  of  keeping  the  same  is  enforced  and  main- 
tained. 

He  shall  direct  as  to  forms  and  blanks  relating  to  books  and  accounts  in  all  depart- 
ments, and  no  change  shall  be  made  without  his  consent  or  the  consent  of  the 
president  or  executive  committee. 

He  shall  see  that  there  is  kept  in  the  bookkeeping  department  a  set  of  books  con- 
taining a  complete  record  of  aU  business  transactions  of  the  company  pertaining  to 
accounts. 

He  shall,  when  requested,  furnish  the  executive  committee  or  president  a  state- 
ment of  the  earnings  and  expenses  of  the  corporation  or  any  other  company  in 
which  this  corporation  may  be  interested  for  any  given  time,  and  shall  keep  books 
and  records  for  the  purpose  of  furnishing  such  statistics. 

He  shall  verify  the  assets  reported  by  the  treasurer  or  his  assistant  at  least  twice  a 
year  and  make  report  of  the  same  to  the  executive  committee. 

He  shall  cause  the  books  and  accounts  of  all  officers  and  agents  charged  with  the 
receipt  or  disbursement  of  money  to  be  examined  as  often  as  practicable,  or  when 
requested  by  the  president  or  executive  committee,  and  shall  ascertain  whether  or 
not  the  cash  and  vouchers  covering  the  balance  are  actually  on  hand. 

He  shall  render  such  assistance  and  advice  as  the  president  or  executive  committee 
may  desire  concerning  the  books  and  accounts  and  system  of  financial  transactions  of 
all  other  corporations  in  which  this  corporation  is  interested  and  furnish  to  the 
president  or  executive  committee  such  statements  concerning  the  same  as  may  be 
requested  bv  them. 

In  case  oi  a  default  within  his  information  at  any  time  he  shall  at  once  notify  the 
president  and  chairman. 

XVIII. 

GENERAL  COUNSEL. 

21.  The  general  counsel  shall  be  the  legal  adviser  of  the  company  and  shall  per- 
form such  services  and  receive  such  compensation  as  may  be  determined  by  the 
board  Of  directors  or  the  executive  committee. 

XIX. 

DUTIES  OF  OFFICERS  MAY  BE  DELEGATED. 

22.  In  case  of  the  absence  of  any  officer  of  the  company,  the  board  of  directors  or 
the  executive  committee  m&y  delegate  his  powers  or  duties  to  any  other  officer  or  to 
any  director  for  the  time  being. 
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XX. 

STANDING  COUMmVR, 

23.  There  shall  be  an  executive  oommittee  of  five  directors,  selected  by  the  boards 
who  shall  meet  at  regular  periods,  or  on  notice  to  all  by  any  oi  their  own  number. 
They  shidl  advise  with  ana  aid  the  officers  of  the  company  m  all  matters  conoenung 
its  interests  and  the  management  of  its  business;  and  when  the  board  of  direcCore  i» 
not  in  session  the  executive  committee  shall  have  and  may  exercise  all  the  powen 
of  the  board  of  directors. 

The  executive  oommittee,  unless  otherwise  provided  by  the  board  of  directois, 
shall  fix  the  salaries  or  compensation  of  all  officers. 

The  executive  committee  shall  keep  regular  minutes,  and  cause  them  to  be  recorded 
in  a  book  kept  in  the  office  of  the  com  pan  v  for  that  purpose,  and  report  the  same  to 
the  board  of  directors  whenever  required  by  them. 

XXI. 

TXRM  OP  OPFICB. 

24.  Each  officer  shall  hold  his  office  only  during  the  pleasure  of  the  board  of 
directors,  unless  otherwise  provided  by  special  agreement  in  writing  signed  by  a 
majority  of  the  executive  committee. 

XXII. 

TRANSFER  OP  OTOCK. 

25.  All  tnmflfens  of  the  stock  of  the  corporation  shall  be  made  upon  the  booka  of 
the  company  by  the  holder  of  the  shares  in  person  or  by  his  legal  representative; 
but  no  transfer  of  stock  shall  be  made  v^ithin  10  days  next  preceaing  the  day 
appointed  for  paying  a  dividend. 

XXIII. 

CERTIFICATBB  TO   BS  CANCBLKD. 

26.  Certificates  of  stock  surrendered  shall  be  canceled  by  the  transfer  agent  at  the 
time  of  transfer. 

XXIV. 

LOSS  OF  CBRTIFICATE. 

27.  Any  person  claiming  a  certificate  or  evidence  of  stock  to  be  issued  in  place  of 
one  lost  or  destroyeii  shall  make  an  affidavit  or  affirmation  of  that  fact  and  advertise 
the  same  in  such  newspaper  and  for  such  suace  of  time  as  the  board  of  directors  may 
require,  describing  the  certificate,  and  shall  furnish  the  company  with  proof  of  pai- 
lication  by  the  amda\dt  of  the  publisher  of  the  newspaper,  and  shall  give  the  boaid 
a  bond  of  indemnity  in  form  approved  by  the  board,  with  one  or  more  sureties,  if 
required,  in  double  the  par  value  of  such  certificate,  whereupon  the  president  and 
treasurer  may,  one  month  after  the  termination  of  the  advertisement,  issue  a  new 
certificate  of  the  same  tenor  with  the  one  alleged  to  be  lost  or  destroyed,  but  idways 
subject  to  the  approval  of  the  board  of  directors. 

XXV. 

CONTRACTS  AND  AORSBMENTB. 

28.  No  agreement,  contract,  or  obligation  (other  than  a  cheque)  involving  the  pay- 
ment of  money  or  the  credit  or  liability  of  the  company,  for  more  than  $5,000,  sball 
be  made  without  the  approval  of  the  board  of  directors  or  of  the  executive  comiuittoeL 
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XXVI.  • 

CHEQinS  FOB  MONEY. 

29.  All  cheques,  drafts,  or  orden  for  the  payment  of  money  shall  be  signed  by  the 
treasurer  and  countersigned  by  the  chairman  of  the  board  or  president  or  first  or 
second  vice-president. 

No  cheque  shall  be  signed  by  both  the  treasurer  and  chairman  or  president  or  a 
vice-president  in  blank. 

XXVII. 

30.  The  books,  accounts,  and  records  of  the  company  shall  be  open  to  inspection 
by  any  member  of  the  board  of  directors  at  all  times;  and  stockholders  may  inspect 
the  books  of  the  company  at  such  times  only  as  the  executive  committee  or  board  of 
directors  may  by  resolution  designate. 

xxvin. 

AI/TKRATION   OP  BY-LAWS. 

31.  The  board  of  directors,  by  a  vote  of  a  majority  of  the  members  present  at  any 
^meeting,  may  alter  or  amend  these  by-laws,  but  no  alteration  shall  be  made  unless 
proposed  at  a  meeting  of  the  board  and  considered  at  subsequent  meetings. 

XXIX. 

None  of  the  shares  of  the  capital  stock  of  the  Minnesota  Iron  Company,  the  Illi- 
nois Steel  Company,  the  Lorain  Steel  Company,  or  the  Elgin,  Joliet  and  Eastern  Bail- 
way  Company  shall  hereafter  at  any  time  or  times  be  sold,  assigned,  transferred, 
pigged,  mortgaged,  or  incumbered  by  the  directors  of  the  Federal  Steel  Company 
without  making  at  least  sixty  days'  previous  publication  in  two  prominent  daily 
newspapers  published  in  the  city  of  New  York  of  the  intention  to  make  such  sale, 
transfer,  assignment,  pledge,  mortgage,  or  incumbrance;  and  also,  at  the  date  of  the 
first  publication,  filing  a  similar  written  notice  with  the  chairman  and  secretmry, 
respectively,  of  the  said  committee  on  stock  lists;  and  also  obtaining  the  consent  of 
those  holding  a  majority  in  amount  of  the  shares  of  stock  of  the  Federal  Steel  Com- 
pany, by  vote  at  a  meeting  regularly  called  and  notice  mailed  to  each  stockholder  at 
his  usual  or  last  known  place  of  business  or  residence  at  least  thirty  days  before  the 
time  of  meeting. 

The  shares  of  the  capital  stock  of  the  said  Minnesota  Iron  Company,  Illinois  Steel 
Company,  Lorain  Steel  Company,  and  Elgin,  Joliet  and  Eastern  Kail  way  Company 
shall  be  placed  and  held  in  the  name  of  some  person  or  persons  designated  by  vote 
of  the  directors  of  the  Federal  Steel  Company  to  act  as  trustee  therefor,  and  the 
certificates  for  said  shares  shall  provide  by  endorsement  thereon  that  they  are  issued 
and  can  be  transferred  only  in  pursuance  of  the  provisions  of  this  by-law. 

This  by-law  shall  never  be  repealed,  amended,  or  modified  except  by  consent  of  a 
majority  of  the  stockholders  of  the  Federal  Steel  Company  obtained  by  vote  at  a 
meeting  held  pursuant  to  notice,  stating  the  time,  place,  and  object  of  the  meeting, 
and  mailed  to  each  stockholder  at  his  usual  or  last  known  place  of  business  or 
residence  at  least  thirty  days  before  the  time  of  meeting. 

This  first  board  of  directors  of  the  Federal  Steel  Company  hereby  distinctly 
waives,  abrogates,  and  relinquishes^  both  for  themselves  and  their  successors,  all  righto 
and  powers  conferred  by  tne  articles  of  incorporation  of  Federal  Steel  Company 
which  may  not  be  in  accordance  herewith,  either  as  to  amendment  of  by-laws  or 
disposition  of  above-named  property. 

XXX. 

The  following  specific  days  are  hereby  fixed  for  declaring  dividends  upon  the 
common  and  preferred  stock  of  the  Federal  Steel  Company,  namely:  The  second 
Tuesdays  in  January,  February,  March,  April,  May,  June,  July,  August,  Septeniber, 
October,  November'aiid  Decemljer  in  each  and  every  year,  providing,  however,  that 
no  dividends  shall  be  declared  except  as  pennitted  by  law  and  by  the  provisions  of 
the  certificate  of  incorporation  of  the  company;  and  provided  further,  that  no  divi- 
dends shall  be  declareci  or  ])ai(l  except  from  accumulated  profits  ej^ciudlog  the  sum 
or  sums  reserved  as  working  capital. 


«_*.  '"«-.■' 
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AMERICAN  TIN  PLATE  COMPANY. 

[lO^sent  intenukl-revenoe  itamp,  oaooeled.] 

CBBnFlCATB  OF  INOOHPORATION. 

[Registered  offloe  with  the  New  Jexaey  Begtottmtlon  ftnd  Trust  Oompanr,  East  Otajog^  K.  J.] 

First.  The  name  of  the  corporation  is  the  ''American  Tin  Plate  Company/' 

Second.  The  location  of  its  principal  office  in  the  State  of  New  Jereey  is  at  N 
Main  street,  in  East  Orange,  county  of  ^^Bex,  and  is  to  be  registered  with  the  Nr« 
Jersey  Registration  and  Trust  Company.  The  said  trust  comf^any  i^  the  sgeLt 
herein  ana  in  chaiige  thereof,  and  upon  whom  process  against  this  corporatiuD  xbij 
be  served. 

The  corporation  shall  have  power  to  conduct  its  business  in  all  it£«  branches  sad 
have  one  or  more  offices,  and  unlimitedly  to  hold,  purchase,  and  convey  real  and  p^ 
sonal  property,  both  within  and  without  the  State  of  New  Jersey,  and  in  all  otb^r 
States.  Territories,  and  colonies  of  the  United  States,  and  in  all  foreigrn  cijuntntf 
and  places. 

The  officers  of  the  con)oration  shall  have  no  power  to  mortgage  its  real  propenr 
except  upon  the  consent  in  writing  ffirst  obtainea  of  the  holders  of  a  majority  of  tl^ 
isHuea  preferred  stock  hereinafter  described,  or  upon  the  affirmative  vote  of  a  majority 
of  the  nolders  of  the  said  preferred  stock  at  a  meetii^  duly  called  for  that  porpccvf. 
and  upon  such  consent  so  obtained,  or  upon  such  affirmative  vote  so  had,  and  ih< 
otherwise,  the  corporation  shall  have  like  power  to  mortgage  its  real  property  tc* 
secure  an  issue  of  bonds  or  otherwise. 

Third.  That  the  objects  for  which,  and  for  each  of  which,  this  corporatioQ  is 
formed  are: 

To  manufacture,  bu^r,  sell,  deal  in  and  deal  with  tin,  teme,  black  plates,  st^ 
sheets,  and  all  like  or  kindrea  products;  to  mine,  manufacture,  prepare  for  noarizt!! 
market,  and  sell  the  same  and  any  articles  or  product  in  the  manufacture  or  coinp- 
sition  of  which  metal  is  a  factor,  including  the  acquisition,  by  purchase,  miniasr. 
manufacture,  or  otherwise,  of  all  materials,  supplies,  and  other  articles  necetisarr  • : 
convenient  for  use  in  connection  with  and  in  carrying  on  the  busineas  herein  mes- 
tioned,  or  any  part  thereof. 

In  furtherance,  and  not  in  limitation,  of  the  general  powers  conferred  by  the  bw? 
of  the  State  of  New  Jersey  it  is  hereby  expressly  provided  that  the  company  slail 
have  also  the  following  powers,  that  is  to  sa^: 

(a)  To  manufacture,  purchase,  or  otherwise  acquire,  hold,  own,  sell,  aa?ign  ami 
transfer,  invest,  trade,  deal  in  ana  deal  with  goods,  wares,  and  merchandise  and  prop- 
erty of  every  class  and  description,  and  to  do  both  mining  and  manufacturing  of  aay 
kind. 

{b)  To  the  same  eirtent  as  natural  persons  might  or  could  do,  to  purchase  or  othei^ 
w^ise  acquire,  to  hold,  own,  maintain,  work,  mine,  develop,  to  sell,  convey,  or  otherwise 
disiwse  of,  without  limit  as  to  amount,  ^dthin  or  without  the  State  of  New  Jersey, 
and  in  any  part  of  the  world,  real  estate  and  real  property,  and  any  interest  aiid 
rights  therein. 

(c)  To  acquire  the  good  will,  rights,  and  propertv  of  all  kinds,  and  to  undertake 
the  whole  or  anv  part  of  the  assets  and  liabilities  of  any  person,  firm,  association,  or 
corporation,  ana  to  pay  for  the  same  in  cash,  stock  of  this  corporation,  bonds,  or 
otherwise. 

(d)  To  apply  for,  obtain,  register,  purchase,  lease,  or  otherwise  acquire,  and  to 
hold,  own,  use,  operate,  introduce  and  sell,  assign,  or  otherwise  dispose  of,  any  and  all 
trade-marks,  trade  names,  and  distinctive  marks,  and  all  inventions,  improvemeiit& 
and  processes  used  in  connection  with  or  secured  under  letters  patent  of  the  Unitat 
States  or  elsewhere,  or  otherwise,  and  to  use.  exercise,  develop,  gnmt  licen^^e^  in 
respect  of,  or  otherwise  turn  to  account  any  sucn  trade-marks,  patents^,  licensee,  con- 
cessions, processes,  and  the  like,  or  any  such  property,  rights,  and  information  tiu 
acquired,  and  with  a  view  to  the  working  and  development  of  the  same;  to  cany  on 
any  business,  whether  mining,  manufacturing,  or  otherwise,  which  the  corpoiaitiiio 
may  think  calculated  directiy  or  indirectlv  to  effectuate  these  objects. 

(e)  To  make  and  enter  into  contracts  of  every  sort  and  kind  with  an;^  indi\idifiii, 
firm,  association,  corporation,  private,  public,  or  municipal,  body  politic,  and  with 
the  Government  of  the  United  States,  or  any  State.  Territory,  or  colony  thereof. 

(/)  To  do  all  and  everything  necessary,  suitable,  or  proper  for  the  accomplish- 
ment ol  any  of  the  purposes  or  attainment  of  any  one  or  moro  of  the  objects  heraa 
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enumerated,  or  which  shall  at  any  time  appear  conducive  or  expedient  for  the  pro- 
tection or  benefit  of  the  corporation,  either  aa  holders  of  or  interested  in  any  prop- 
erty, and  in  general  to  carry  on  any  business,  whether  manufacturing,  mining,  or 
otherwise. 

(g)  To  do  any  or  all  of  the  things  herein  set  forth  to  the  same  extent  as  natural  per- 
sons might  or  could  do,  and  in  any  part  of  world,  as  prindpsJs,  agents,  contractors, 
trustees,  or  otherwise. 

It  is  the  intention  that  the  objects  specified  and  causes  contained  in  this  third 
paragraph  shall,  except  where  otherwise  expressed  in  said  paragraph,  be  nowise  lim- 
ited or  restricted  by  rieference  to  or  inference  from  the  terms  of  any  other  clause  of 
this  or  any  other  paragraph  in  this  charter,  but  that  the  objects  specified  in  each  of 
the  clauses  of  this  paragraph  shall  be  regarded  as  independent  objects. 

Fourth.  The  total  amount  of  the  capitol  stock  of  saia  corporation  is  to  be  fifty  mil- 
lion dollars  ($50.000,000) ,  divided  into  five  hundred  thousand  (500,000)  shares  of 
one  hundred  dollars  ($100)  each.  Of  the  said  stock  two  hundred  thousand  (200,000) 
shares,  amounting  at  par  to  twenty  million  dollars  ($20,000,000) ,  are  to  be  preferred 
stock,  and  three  hundred  thousand  (300,000)  shares,  amounting  to  thirty  million 
dollars  ($30,000,000) ,  are  to  be  common  stock. 

The  rights,  privileges,  and  conditions  following  shall  attach  to  the  shares  aforesaid, 
that  is  to  say: 

(1)  The  common  stock  shall  be  subordinate  to  the  rights  of  the  preferred  stock, 
except  that  both  preferred  and  common  stock  shall  have  equal  voting  powers. 


(2)  The  corporation  shall  not  be  at  liberty-;;- 


[a)  To  create  or  issue  any  other  or  further  shares  ranking  in  any  respect  pari  passu 
-with  or  in  priority  to  the  uoresaid  issue  of  two  hundred  mousand  (^,000)  prefer- 
ence shares ; 

(6)  Nor  to  create  any  chaige,  except  as  herein  provided,  upon  the  net  profits  of 
the  conporation  which  shall  not  be  suDordinate  to  the  rights  of  the  preference  shares ; 

(c)  Nor  to  reserve  a  surplus  fund  which  shall  not  be  chargeable  with  Uie  payment 
of  the  accrued  dividends  on  the  preference  shares. 

(3)  The  said  preference  shares  shall  carry  a  fixed  cumulative  preferential  dividend 
at  the  rate  of,  but  never  exceeding,  seven  per  cent.  {7%)  per  annum  on  the  par  value 
thereof,  and  such  dividends  shall  be  declared  quarterlv  on  the  second  days  of  Janu- 
ary, April,  July,  and  October  in  each  year,  or  at  sucn  other  time  as  the  board  of 
directors  or  the  executive  committee  slmll  see  fit  and  determine. 

If  in  any  year  dividends  amounting  to  seven  per  cent.  {7%)  per  annum  shall  not 
be  paid  on  such  preferred  stock,  the  deficiency  shall  be  a  charse  on  the  net  profits 
and  be  payable,  but  without  interest,  before  any  dividends  shall  be  paid  upon  or  set 
apart  for  the  common  stock. 

(4)  The  balance  of  the  net  profits  of  the  corporation,  after  the  payment  of  said 
cumulative  dividend  at  the  rate  of  seven  per  cent.  (7%)  per  annum  to  the  holders  of 
the  preferred  stock,  may  be  distributed  as  dividends  among  the  holders  of  the  general 
or  common  stock,  as  and  when  the  board  of  directors  or  the  executive  committee 
shall  in  their  discretion  determine. 

(5)  In  the  event  of  the  liouidation  or  dissolution  of  the  corporation  the  surplus 
assets  and  funds  thereof  shall  be  applied  in  the  first  place  in  repaying  to  the  holders 
of  the  aforesaid  cumulative  preference  shares  the  full  amount  of  the  principal  thereof, 
and  the  accrued  dividends,  if  any,  chaiged  before  any  amount  shall  be  paid  upon 
the  common  stock,  and  after  such  payment  in  full  to  the  holders  of  said  cumulative 
preference  shares  the  surplus  assets  and  funds  shall  belong  to  and  be  divided  among 
the  holders  of  the  other  snares. 

From  time  to  time  the  preferred  and  common  stock  shall  be  issued  in  such  amount 
and  proportion  as  shall  be  determined  by  the  board  of  directors,  in  accordance  with 
the  laws  of  the  State  of  New  Jersey. 

Fifth.  The  directors  of  the  corporation  shall  be  divided  into  five  classes,  equal  in 
number,  in  respect  to  the  time  for  which  they  shall  severallv  hold  office.  The  first 
class  shall  be  elected  for  a  period  of  five  years,  the  second  class  for  a  period  of  four 
years,  the  third  class  for  a  period  of  three  years,  the  fourth  class  for  a  period  of  two 
years,  and  the  fifth  class  for  a  period  of  one  year;  and  at  each  jumual  election  after 
1898  the  successors  to  the  class  of  directors  whose  terms  expire  m  such  year  shall  be 
.  elected  to  hold  office  for  five  years,  so  that  the  term  of  office  of  at  least  one  class  shall 
expire  in  each  year. 

if  the  number  of  directors  be  increased,  the  directorships  thus  created  shall  be  and 
be  construed  as  vacancies  to  be  filled  by  the  board. 

Sixth.  The  names  and  the  post-office  address  of  the  incorporators,  and  the  number 
ol  shares  of  common  stock  suDscribed  for  by  each,  the  aggregate  of  which  ($10,000) 
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ifl  the  amount  of  capital  stock  with  which  this  corporation  shall  comiDenoe 
are  as  follows: 


Name. 

Post-office  address. 

NuBtea 

James  B.  Dil I 

27  Fine  street.  New  York 

Howard  K.WtxKi 

525  Main  street.  East  Ornofe.  N.J 

Duncau  T.  HcLareu 

525  Main  street.  East  Onmfe,  N.  J » 

St»venth.  The  duration  of  the  corporation  is  to  be  perpetual. 

Eighth.  1.  The  board  of  directors  shall  have  power  without  the  assent  or  vc«^^ 
the  Htoc'kholders  to  make,  alter,  amend,  and  rescind  the  by-laws  of  this  oorpora&& 
and,  subject  always  to  the  payment  of  the  dividends  on  the  preferred  stock,  to  ^ 
the  amount  to  be  reserved  as  working  capital. 

2.  With  the  assent  in  writing  or  pursuant  to  the  vote  of  the  holders  of  two-thiid*^ 
all  the  st<x?k,  lrres|)ective  of  class,  issued  and  outstanding,  the  directoiB  shall  ia^'i 
power  and  authority  to  sell,  assign,  transfer,  convey,  or  otherwise  dispose  cs^ 
property  and  assets  of  this  corporation  as  an  entirety  on  such  terms  and  condi^^je^ 
as  tiie  airectors  stiall  deem  fit,  right,  and  just 

3.  The  Ixjard  of  directors,  and,  when  the  board  is  not  in  session,  the  execotirecs*- 
mittee,  in  addition  to  the  powers  and  authorities  by  statute  and  by  the  bT-fe« 
expressly  confer retl  upon  them,  are  hereby  empowered  to  exercise  all  such  pow« 
and  do  all  such  acts  and  things  as  may  be  exercised  or  done  by  the  corporation,  bs 
8ubje<*t,  nevertheless,  to  the  provisions  of  the  statute,  of  the  charter,  and  to  sny  t& 
ulations  that  may  from  time  to  time  be  made  by  the  stockholders:  Protided^  Ttaiy 
regulations  so  made  shall  invalidate  any  provisions  of  this  charter,  or  any  niic*rtfi 
of  the  dirw'tors  or  executive  committee  which  would  have  been  valid  if  eboi  rendi- 
tions had  not  l)een  made. 

4.  There  shall  l)e  an  executive  committee  of  five  members,  who  shall  be  elerteii  K 
the  stockholders  from  the  directors  and  hold  oflSce  as  hereinafter  provided.  T^ 
said  committee  shall  have  and  exercise  all  the  powers  expressly  conferred  upon  it  ^ 
this  tH?rtiticate  of  incor{)orati()n,  and  also  all  the  powers  of  the  board  of  dirertcff 
whenever  a  quorum  shall  fail  to  be  present  at  any  stated  or  other  meeting  oi  ^ 
board,  and  as  well  at  all  times  whenever  the  board  shall  not  be  in  session,  and  tf 
have  power  to  aflSx  the  seal  of  the  corporation  to  all  papers  which  they  may  dees 
to  require  it. 

The  committee  shall  have  power  to  make  rules  and  regulations  for  the  condwti* 
its  business,  and  to  detemiine  how  many  members  thereof  shall  constitute  a  quoroci 

The  officers  of  the  committee  shall  be  a  chairman,  a  vice-chairman,  and  a  secret^- 
who  shall  hold  office  during  the  term  of  their  office  as  membera  of  the  commits 
and  shall  be  elected  by  the  stockholders. 

At  all  meetings  of  the  committee  all  questions  shall  be  decided  by  a  majoritv  d 
votes,  and  in  case  of  an  equality  of  votes  the  chairman,  and,  in  his  absence,  the  ^it*" 
chaimmn,  and,  in  the  absence  of  both,  the  secretary,  shall  have  a  second  and  dedtli^ 
vote. 

•  The  stockholders  shall,  at  their  first  meeting,  elect  by  ballot  the  said  committee ^ 
five  memlx^rs  from  the  directors  elected  at  such  meeting,  and  the  said  officers  theK«i 

The  stockholders  shall  determine  and  fix  the  compensation  to  be  paid  to  thentfta- 
bers  of  the  committee  and  to  any  of  the  officers  thereof  as  such. 

At  every  annual  meeting  after  the  first  meeting,  whenever  the  term  of  ofl5ceo{»5 
member  or  officer  of  the  committee  shall  expire,  the  stockholders  shall  electa*'^ 
cesser.    Any  niemlxir  of  the  committee  may  De  elected  to  succeed  himself. 

Any  director,  irres])e<!tive  of  class,  is  eligible  to  election  as  a  member  of  the  exert- 
tive  committee. 

The  term  of  office  of  each  member  of  the  committee  shall  be  coextensive  ^ii^  ^^ 
term  of  his  office  as  director,  unless  the  stockholdere  at  the  time  of  his  election  ^ 
fix  a  shorter  period  or  term  of  office,  which  they  shall  have  power  to  do.  Ar5 
member  of  the  committee  who  shall  cease  to  be  a  director  of  the  company  shaW  ¥* 
facio  cease  to  be  a  meml)er  of  the  committee.  Members  of  the  executive  commits* 
shall  not  be  subject  to  removal  for  any  cause  by  the  board  of  directors  or  otherv^' 
and  shall  hold  office  until  their  successors  are  elected  and  qualify. 

All  vacancies  in  the  executive  committee  shall  be  filled  for  the  unexpired  tas 
fn)m  the  directors  by  the  remaining  members  of  the  committee. 

6.  The  directors  snail  from  time  to  time  dfiti^rmine  whether,  and  to  whai  exM 


r  document  of  the  corporation  escept  ae  conferred  by  statute  of  New  Jersey, 
oriz«d  by  the  directore. 

le  directors  shall  have  power  to  hold  their  meetings,  to  have  one  or  more 
and  to  keep  the  books  of  the  corporation  (except  thestockand  transfer  books) 
of  thiB  State,  at  such  plat'ea  as  may  from  time  to  time  te  ileei^ated  by  them, 
indenrigned,  for  the  purpose  of  forming  a  corporation  in  pursuance  of  an  act 
egielftture  of  New  Jersey  entitled,  "An  act  concerning  corporations  (Revision 
>) ,"  and  the  various  acts  amendatory  thereof  and  HUpplementa!  thereto,  do 
record,  and  file  this  certificate,  and  do  respectively  agree  to  take  the  number 
se  of  stock  hereinbefore  set  forth,  and  accurdiitgly  bereunU)  set  our  baods  and 

i  East  Orange,  N.  J.,  December  Sth,  1898. 
le  preeen<«  of: 

loBN    K.    TUKNBB. 

Jakes  6.  Dill.  [i-  b.1 

Howard  K.  Wood.        [l.  s-I 

DUNCAJ*   T.    Mcl.AHBN".       [L.    B.] 


OP  New  Jbrbkv,  (bunty  of  Emex,  st: 

t  remembered  tliat  on  this  eiglith  day  of  December,  A.  D.  eighteen  hun- 
nd  ninety-eight,  before  tlie  undersigned  personally  afipeared  Jamee  B.  Dill, 
d  K.  Wood,  and  Duncan  T.  McLaren,  who,  I  am  satiafieii,  are  the  persons 
in  and  who  executetl  the  foregoing  certidciatt,  and  I,  having  first  made 
I  to  them,  and  each  of  them,  the  contents  thereof,  they  did  each  acknowledge 
ley  signed,  sealed,  and  delivered  the  tsuma  as  their  voluntary  at;t  and  deed. 


Musler  in  Cbuucery  of  A'ew  Jeriey. 


iived  in  the  clerk's  office  of  the  county  of  Eitsex,  o 
iber,  A.  D.  eighteen  hundred  and  ninety-eight,  and  rei 
orated  business  companies  for  said  county,  p^^  l&l. 

Willi* 
OTsed:  "  Filed  December  14,  1888. 


H  O.  KoEBLEB,  Clerk. 
TV,  Secrdary  of  Slate." 


Americas  Tin  Plate  Cosipaky — Bv-I,aws, 

[Adopl«l  !)>■  the  Hlophholilrrs  nvocrolwr  is,  ihbb.) 


'he  title  of  the  corporation  is  the  "American  Tin  Platfl  Company." 

"he  principal  office  in  New  Jersey  shall  be  and  be  registered  with  the  New  Jer- 

igistration  and  Trust  Company,  525  Main  street,  East  Oran^,  New  Jersey. 

I  corporation  may  also  have  an  olfl<«  in  the  cities  of  New  York,  New  York; 

(US,  Pennsylvania;  Chiiagfj,  Illinois,  and  also  offices  at  such  other  places  as  the 

of  directore  may  appoint  or  tlie  buainess  of  the  corporation  may  require. 


fhe  propert}'  and  buaineea  of  the  corporation  shall  be  managed  by  a  board  of 
ors,  fifteen  m  number.  They  shall  be  divided  into  five  claexes,  equal  in  nam- 
Q  respect  to  the  time  tor  which  tliey  shall  severally  hold  office.  At  the  first 
M  of  the  corporation  the  first  class  shall  be  elected  for  a  period  of  five  years, 
eond  class  for  a  period  of  four  years,  the  thinl  cla*  for  a  period  of  three  yeaiB, 
lOrth  class  tor  a  period  of  two  years,  and  the  fifth  class  for  a  period  of  one  year, 
*  each  annoal  election  thcrt^after  the  auccisaors  to  the  cloea  of  directors  whoso 


^ 
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terms  expire  in  sach  year  shall  be  elected  to  hold  office  for  five  jeiis»  aoibt 
term  of  office  of  at  least  one  class  shall  expire  each  year. 

The  number  of  directors  may  be  increased  or  decreased  by  ameDdmcoi  d 
provision  of  the  by-laws. 

4.  If  the  office  of  any  director,  or  of  the  president,  vice-presidentB,  BocretiiT, 
urer,  assistant  secretai^,  assistant  treasorer,  or  auditor,  one  or  noiore,  beooane 
by  reason  of  death,  resignation,  disqualification,  removal  or  otherwise,  the  rd 
directore,  although  less  than  a  quorum,  by  a  majority  vote,  may  elect  a  soeoeBtf 
successors,  who  shall  hold  office  for  the  unexpired  term:  Provided,  hovenr,  1^ 
until  the  first  day  of  January,  1899,  the  power  to  fill  any  vacancy  or  vacuus: 
the  board  of  directors  shall  be  vested  exclusively  in  the  stockhoklerB,  vbo  b^ 
exercise  such  power  at  a  special  meeting  held  for  tne  purpose. 

5.  Any  director,  or  other  elected  officer,  may  resign  his  office  at  any  time.  1 
acceptance  of  a  resignation  shall  not  be  required  to  make  it  valid. 

SFOCKHOLDKBS. 

Omeral  fmrnnoM. 

6.  All  meetinfls  of  stockholders  shall  be  held  at  the  principal  office  of  thecoa^ 
at  East  Oran^,  rfew  Jersey. 

7.  A  majority  of  the  stock  issued  and  outstanding,  irrespective  of  class,  ^  ^ 
requisite  at  all  meetings  of  the  stockholders  to  constitute  a  quorum. 

8.  There  shall  bean  annual  meeting  of  stockholders,  beginning  in  the  yeirliA^  ^ 
be  held  on  the  third  Tuesday  of  January  in  each  year,  at  the  principal  office  ot  a 
corporation  in  East  Orange,  Kew  Jersey,  at  ten  o'clock  a.  m.,  when  tiiey  di«Dti< 
by  olurality  vote  of  the  stock  present,  irrespective  of  class,  a  class  of  directois^  i*- 
ctHid  the  class  whose  term  shall  expire  at  that  time,  which  directors,  thusekct^^ 
hold  office  for  five  years,  and  until  their  successors  are  elected,  or  chosen  and  qual^ 
each  stockholder  being  entitled  to  one  vote,  in  person  or  by  proxy,  for  each  ahsf  • 
stock,  irrespective  of  class,  standing  registered  in  his  or  her  "name  on  the  thiitiedi 
preceding  tne  election,  exclusive  of  the  day  of  such  election. 

Notice  of  the  annual  meetins  shall  be  published  in  a  newspaper  in  the  onsni 
New  Jersey  where  the  principcu  office  is  located,  and  also  in  a  newspaperpot^ 
in  the  city  of  Chicago,  and  in  a  newspaper  published  in  the  city  of  New  Tcwi. ^ 
a  wet'k  for  three  weeks  during  the  month  of  December  next  preceding  the  dwcss 

9.  Such  election  shall  be  conducted  by  two  inspectors  appointed  by  the  pn^ 
offii^er  of  the  meeting,  which  inspectors  shall  be  duly  sworn,  and  snail  in  vis> 
certify  to  the  returns. 

10.  The  inspectors,  or  the  stockholders,  by  a  majority  vote  of  those  preseot  tf 
require  any  proxy  to  be  permanently  filed  with  the  secretary  before  being  vote^i^-^ 

11.  Special  meetings  of  the  stockholders  to  be  held  at  the  principal  office  u^ 
company  at  East  Orange  shall,  on  a  vote  of  the  majority  of  the  board  of  diredof^^ 
called  by  the  secretary  by  mailing  a  notice  stating  the  object  of  and  buane^^'^ 
transatrted  at  such  8|)ecial  meeting,  at  least  ten  days  prior  to  the  date  of  meetiK- 
each  HtockhoKler  of  record  at  his  post-office  adcJuresB,  as  the  same  appi;ars  cs  ^ 
rec'ordfl  of  the  coruoratioii. 

12.  Upon  the  aujoumment  of  the  annual  meeting  of  the  stockholders  for  thef^ 
tiou  of  directors,  the  board  as  constituted  after  such  election  shall  forthwith  ooq^ 
without  notice,  and  if  a  quorum  of  the  the  board  be  present  the  said  board  s^ 
proceed  to  elect  by  ballot  the  officers  for  the  ensuing  year.  If  a  quonim  t»  i* 
present,  then  at  the  first  meeting  thereafter  when  there  shall  be  a  quonim,  tt^**- 
election  shall  take  place. 

The  officers  to  be  chosen  shall  be  as  follows:  A  president  and  one  or  more  ^ 
presidents,  to  be  deedgnated  first  vice-president,  second  vice-president,  and  th^»^ 
and  who  shall  rank  in  such  order,  from  the  board  of  directors,  who  shall  hdii  ^'^ 
for  one  year  and  until  their  successors  are  elected  and  qualified. 

The  board  of  directors  shall  also  annually  choose  a  secretary  and  a  txetstntt.^ 
may  clioose  an  assistant  secretary  and  an  assistant  treasurer,  who  need  not  l«  >^' 
bers  of  the  board,  or  one  person  to  act  in  more  than  one  capacity,  and  an  laom'- 
who  shall  hold  office  for  one  year  and  until  their  successors  are  elected,  unles^^ 
removed  by  the  board,  which  the  board  shall  have  tiie  power  at  anytime  to  dov^ 
or  without  cause. 

MSBTINQS  OF  DIBBCTOBS. 

13.  Stated  meetings  of  the  directors  shall  be  held  quarterly,  ^dthout  notice,  <s* 
2d  day  of  January,  April,  July,  and  October  in  each  year,  at  the  office  of  the  £^T 
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n  in  the  dtjr  of  Chicago,  at  ten  o'clock  in  the  forenoon,  or  hy  order  of  the  board 

rhere,  at  a  time  and  place  to  be  fixed  bv  the  board,  and  of  which  time  and  place 

changed  notice  of  at  least  ten  days  shall  be  given  to  each  director. 

majority  of  the  directors  in  office  shall  be  necessary  to  constitute  a  quoram,  and 

jonty  vote  of  the  entire  board  shall  be  necessary  to  transact  any  business  or  to 

tuate  any  resolution  or  order,  except  to  adjourn,  and  except  where  otherwise 

essly  provided  in  ^ese  by-laws. 

.  Special  meeting  of  the  board  may  be  called  by  the  executive  committee  on  three 

'  notice  to  each  director. 

.  The  directors  may  hold  their  meetings  and  have  an  office  and  keep  the  books 

e  corporation  (except  the  stock  and  transfer  books)  outside  of  the  State  of  New 

)y,  at  the  cities  of  New  York,  Chicago,  Fittsbui^,  or  such  other  place  or  places 

ey  may  fix  upon. 

POWERS  OF  THB  DIRBCTOBS. 

The  board  of  directors  shall  have  management  of  the  busiriess  of  the  corpora- 
and  in  addition  to  the  powers  and  authorities,  by  these  by-laws  expressly  con- 
d  upon  them,  may  exercise  all  such  powers  and  do  all  such  acts  and  things,  as 
be  exercised  or  done  by  the  corporation,  but  subject,  nevertheless,  to  the  pro- 
>iia  of  the  statute  of  the  charter  and  of  these  by-laws,  and  to  any  regulations  from 
i  to  time  made  by  the  stockholders,  provided  that  no  regulations  so  made  shall 
lidate  any  prior  act  of  the  directors  which  would  have  been  valid  if  such  regula- 
had  not  been  made. 

.  Without  prejudice  to  the  general  powers  conferred  bv  the  last  preceding  clause 
the  other  powers  conferred  by  these  by-laws,  it  is  hereby  expressly  declared  that 
board  of  directors  shall  have  the  following  powers,  that  is  to  say: 
>  purchase  or  otherwise  acquire,  for  the  corporation,  any  property,  rights,  or 
il^es  which  the  corporation  is  authorized  to  acouire,  at  such  prices,  and  on  such 
18  and  conditions  and  for  such  consideration  as  tney  think  fit. 
t  their  discretion  to  pay  for  any  property  or  rights  acquired  by  the  corporation, 
er  wholly  or  partially  m  money  or  in  stock  or  in  other  securities  of  the  corporation. 
[>  appoint  any  person  or  persons  to  accept  and  hold  in  trust  for  the  corporation  any 
^erty  belongmg  to  the  corporation  or  in  which  it  is  interested,  or  for  an^^  other 
pose,  and  to  execute  and  to  do  all  such  duties  and  things  as  may  be  requisite  in 
don  to  any  such  trusts. 

rom  time  to  time  to  provide  for  the  management  of  the  affairs  of  the  corporation 
lome  or  abroad  in  such  manner  as  they  think  fit,  and  in  particular  from  time  to 
9  to  delegate  any  of  the  powers  of  the  board  of  dii^ectors  to  any  committee,  officer, 
gent,  and  to  appoint  any  persons  to  be  the  agents  of  the  corporation,  with  such 
rers  (including  the  power  to  subdelegate)  and  upon  such  terms  as  may  be  thought  fit. 

STANDINO  COMMTrrSBS. 

3.  There  shall  be  an  executive  committee  of  five  directors  elected  by  the  stock- 

iers  as  provided  in  the  certificate  of  incorporation,  who  shall  meet  at  regular 

iods  or  on  notice  to  all,  by  any  of  their  own  number;  they  shall  advise  with  and 

the  officers  of  the  company  in  all  matters  concerning  its  interests  and  the  manage- 

dt  of  its  business,  and  generally  exercise  the  powers  conferred  by  the  certificate  of 

jrporation. 

*he  committee  shall  also  have  the  power: 

*o  appoint  and  at  their  discretion  remove  or  suspend  such  managers,  officers, 

lordinates,  assistants,  or  otherwise^  and  clerks,  ag^ents,  and  servants,  permanently 

temporarily,  as  they  may  from  time  to  time  think  fit;  and  to  determine  their 

ies  and  fix,  and  from  time  to  time  change,  their  salaries  or  emoluments,  and  to 

uire  security  in  such  instances  and  in  such  amounts  as  they  think  fit. 

!*o  confer,  by  resolution,  upon  any  officer  of  the  corporation  the  right  to  choose, 

dove,  or  suspend  such  subordinate  officer,  agents,  or  factors. 

I?o  determine  who  shall  be  authorized  to  sign,  on  the  corporation's  behalf,  bills, 

jeSj  receipts,  acceptances,  indorsements,  checks,  releases,  contracts,  and  documents. 

?ower  is  nerebv  given  to  the  executive  committee  to  act  by  the  written  consent  of 

uorum  thereof,  although  not  formally  convened. 

!n  case  of  a  vacancy  in  the  executive  committee,  or  in  the  office  of  the  chairman, 

e-chairman,  or  secretary  thereof,  the  vacancy  shall  be  filled  by  the  remaining 

ambers  of  the  committee. 

Che  chairman,  vice-chairman,  and  secretary  of  the  executive  committee  shall  be 

icted  as  provided  in  the  certificate  of  incorporation,  and  shall  perform  such  duties 

shtdl  be  prescribed  by  the  committee. 
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There  may  be  a  finance  committee  of  three  dipectore  appointed  by  the  boud^  who 
phall,  under'the  direction  of  the  executive  committee,  examine  and  aaditallaocoaotF 
of  the  corporation  at  the  clone  of  each  fiscal  year,  and  at  sach  other  times ae they 
may  deem  ne<*e8sary. 

The  Htandinff  committee  phall  keep  regular  minutes  of  their  transactions,  and  to 
cause  them  to  be  rei^ordtni  in  a  lKX)k  kept  in  the  office  of  the  corporation  for  th« 
purpose,  and  to  report  the  same  to  the  board  of  directoiB  whenever  required. 

ORDER  OF   BUSINESS,  DIRECTORS'    MEETING. 

19.  The  order  of  business  at  the  meetings  of  the  board  shall  be  as  follows: 
i\)  A  (juorum  lieing  present,  the  president  shall  call  the  board  to  order. 

(2)  The  minutes  of  the  last  meeting  slmll  be  read  and  considered  as^ppn)\^ii 
there  l)e  no  amendments. 

(3)  Reports  of  officers  of  the  company. 

S4)  Reix)rts  of  committees. 
rt\   l^nfinisheil  business. 
(y\  Miscellaneous  business. 
(7)  New  business. 

PRESIDENT. 

20.  The  president  shall  preside  at  all  meetings  of  the  board  of  directore,  and  he, 
or  one  of  tne  vice-j)re8ident8,  shall,  with  the  treasurer  or  assistant  treasurer,  in  the 
company's  l)ehalf,  sign  all  certificates  of  stock.  He  shall  make  annual  reports  shew- 
ing the  c(mdition  of  the  affairs  of  the  corporation,  and  make  such  recommendatioa? 
as  he  thinks  proper,  and  submit  the  same  to  the  board  of  directors  at  themeeiinf 
next  preceding  tne  annual  meeting  of  stockholders,  and  he  shall  from  timetoiiiK 
brin^  iH'fore  the  directors  and  the  executive  committee  such  information  as  mat  be 
required  touching  the  business  and  property  of  the  corporation. 

THE    VICE-PRESIDENTS. 

21.  The  vice-presidents  shall,  in  the  order  of  their  rank,  be  vested  with  all  the 
powers  and  Im  required  to  perform  all  the  duties  of  the  president  in  his  abeen«. 

THE  SECRETARY. 

22.  The  secretar>'  shall  be  ex  officio  secretary  of  the  board  of  directors  and  c^ 
such  committees  as  shall  n^juest  him  so  to  act,  and  shall  attend  all  sessions  of  ih^ 
board,  and  shall  record  all  votes  and  the  minutes  of  all  proceedings  of  thest«t- 
holders  and  of  the  directors  in  a  book  to  be  kept  for  that  purpose. 

THE  TREASl'RER. 

23.  The  treasurer  shall  cause  to  be  kept  full  and  accurate  accounts  of  receMj 
and  disbursements  in  books  belonging  to  the  corporation,  and  shall  depoat*-' 
moneys  and  other  valuable  effects,  in  the  name  and  to  the  credit  of  the  corpoiatioii. 
in  such  depositories  as  may  be  designated  by  the  executive  committee.  . 

lie  slialldisburse  the  funds  of  the  corporation  as  may  be  ordered  by  the  boarffj 
directors  or  executive  committee,  taking  proper  vouchers  for  such  disbursements,®^ 
shall  render  to  the  president  and  directors,  at  the  stated  meetings  of  Ae  board  ^ 
whenever  they  ma}r  require  it,  an  account  of  all  his  transactioiiB  as  treafiar»"«'d» 
the  financial  condition  of  the  corporation. 

He  shall  give  the  corporation  a  bond  in  a  sum,  and  with  one  or  more  ^°^^^ 
isfactory  to  the  board,  for  the  faithful  performance  of  the  duties  of  his  office  and  t» 
restoration  to  the  company,  in- case  of  nis  death,  resignation,  or  removal  fromoSjf' 
of  all  books,  papers,  vouchers,  money,  or  other  property  at  whatsoever  time  in  "* 
possession  belonging  to  the  corporation. 

AUDITOR. 

24.  The  auditor  shall  have  supervision  over  all  the  accounts  and  account  boote." 
the  corporation,  and  see  that  the  system  of  keeping  the  same  is  enforced  and  n*J 
tained.  He  shall  direct  as  to  forms  and  blanks  relating  to  books  and  accounts  m  J* 
departments,  and  no  change  shall  be  made  without  his  consent  or  the  consent  wto^ 
president  or  executive  committee.  lie  shall  see  that  there  is  kept  in  the  bookkft^ 
mg  department  a  set  of  books  containing  a  complete  record  of  all  business  t«B* 
tions  of  the  corporation  pertaining  to  accounts.  . 

He  shall,  when  requested,  fumitm  th©  executive  committee  or  president  a  statemtf 
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of  earnings  and  expenses  of  the  corporation  or  any  other  corporation  in  which  this 
corporation  may  be  interested  for  any  ^ven  time,  and  shall  keep  books  and  records 
for  the  purpose  of  furnishing  such  statistics. 

He  shall  verify  the  aasets  reported  by  the  treasurer  or  his  assistant  at  least  twice  a 
year  and  make  reports  of  the  same  to  the  executive  committee. 

He  shall  cause  the  books  and  accounts  of  all  officers  and  agents  charaed  with  the 
receipt  or  disbursement  of  money  to  be  examined  as  often  as  practicable,  or  when 
requested  by  the  president  or  executive  committee,  and  shall  ascertain  whether  or 
not  the  cash  and  vouchers  covering  the  balances  are  actually  on  hand. 

He  shall  render  such  assistance  and  advice  as  the  president  or  executive  committee 
may  desire  concerning  the  books  and  accounts  and  system  of  financial  transactions  of 
all  other  corporations  in  which  this  corporation  is  interested,  and  furnish  to  the  presi- 
dent or  executive  committee  such  statements  concerning  the  same  as  may  be  requested 
by  them. 

In  case  of  a  default  within  his  information  at  any  time  he  shall  at  once  notify  the 
president  and  the  chairman. 

DUTIBS  OP  OFFICERS  MAY   BE  DELEGATED. 

25.  In  case  of  the  absence  of  the  president,  vice-presidents,  secretary,  treasurer, 
assistant  secretary,  assistant  treasurer,  or  auditor  of  the  corporation,  or  for  any  other 
reason  that  may  seem  sufficient  to  the  board,  the  board  of  directors  may  delegate  his 
powers  and  duties  to  any  other  officer  or  to  any  director  for  the  time  bemg. 

CERTIFICATES  OF   STOCK. 

26.  All  certificates  of  stock  shall  be  signed  by  the  president  or  one  of  the  vice- 
presidents  and  bv  the  treasurer  or  assistant  treasurer,  and  shall  have  affixed  thereto 
the  corporate  seal. 

TRANSFERS  OF  STOCK. 

27.  Shares  of  the  stock  of  the  corporation  shall  be  transferable  only  on  the  books 
of  the  coiporation  by  the  holder  thereof  in  person,  or  by  his  or  her  attorney  duhr 
authorized  thereto  in  writing,  and  upon  the  surrender  and  cancellation  of  the  certin- 
caXe  therefor  duly  indorsed. 

The  corporation  shall  have  the  right  to  require  the  endorsement  of  the  stockholder 
to  be  proved  or  acknowledged  in  the  same  manner  as  required  by  the  statutes  of  New 
Jersey  for  deeds  of  real  estate  as  a  condition  precedent  to  transfer. 

Whenever  any  transfer  shall  be  made  for  collateral  security,  and  not  absolutely,  the 
fact  shall  be  so  expressed  in  the  entry  of  said  transfer. 

The  corporation  shall  not  be  bound  by  or  reco^ze  any  equitable  or  partial  inter- 
ests in  a  share  or  shares,  or  any  interests  except  the  absolute  right  of  the  person  reg- 
istered as  the  owner  thereof.    The  corporation  shall  not  be  bound  to  recognize  trusts. 

In  case  of  the  alleged  loss  or  destruction  of  a  certificate  of  stock,  a  new  certificate 
may  be  issued  in  its  place  upon  proof  of  such  loss  or  destruction  and  the  giving  of  a 
bond  by  the  owner  of  such  lost  or  destroyed  certificate  or  his  l^al  representatives 
in  such  sum,  and  with  one  or  more  surety  or  sureties,  as  the  directors  shall  direct  or 
require,  as  indemnity  against  any  claim  that  may  be  made  against  the  corporation;  a 
new  certificate  may  be  given  without^  requiring  any  bond  when  in  the  judgment  of 
the  directors  it  is  proper  to  do,  but  in  no  case  shall  such  new  certificate  be  issued 
except  pursuant  to  resolution  or  order  of  the  board  of  directors. 

FISCAL  YEAR. 

28.  The  fiscal  year  of  the  corporation  shall  begin  the  first  day  of  January  and  ter- 
minate on  the  31st  day  of  December  in  each  year,  banning  in  1899. 

DIVIDENDS. 

29.  Dividends  upon  the  capital  stock  of  the  corporation,  when  earned,  shall  be 
declared  quarterly  on  the  2nd  days  of  January,  April,  July,  and  October  of  each 
year,  beginning  in  1899,  or  at  such  other  times  as  the  board  oi  directors  or  the  execu- 
tive committee  shall  see  fit  and  determine. 

DIRECTORS*    ANNUAL  STATEMENT. 

30.  The  board  of  directors  shall  present  at  each  annual  meeting,  and  when  called 
for  by  the  stockholders  at  any  special  meeting  of  the  stockholders,  a  full  and  clear 
jstatement  of  the  business  and  condition  of  the  corporation. 
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CX>MTRAC7ra  AND  AOBXKMXNTB. 

31.  No  agreement,  contract,  or  obligation,  other  than  a  check,  involTii^  the  nj- 
ment  of  money  or  the  credit  of  the  company  for  more  than  one  thoosand  doUsn, 
shall  be  made  without  the  order  of  the  board  of  directorB  or  of  the  executive  oom- 
mittee,  duly  entered  in  the  minutes. 

NoncB. 

32.  Any  stockholder,  officer,  or  director  may  waive  any  notice  required  to  be  given 
under  these  by-lawa. 

33.  Wherever  under  the  provisions  of  these  by-laws  notice  is  required  to  be  ^voi 
to  any  director,  officer,  or  stockholder,  it  shall  not  be  construed  to  mean  personal 
notice,  but  such  notice  shall,  except  where  provision  is  made  in  these  by-laws  for 
the  ^ving  of  such  notice  by  pubhcation  in  a  newspaper  or  newspapers,  be  ^ven  in 
writmg  by  depositing  the  same  in  the  postroffice  or  letter  box  in  a  post-paid  sealed 
wrapper,  addressed  to  such  director,  officer,  or  stockholder  at  his  or  her  address  k 
the  same  appears  on  the  books  of  the  corporation,  and  the  time  of  the  ^viog  of 
such  notices  shall  be  deemed  to  be  the  time  when  the  same  shall  be  thus  muled. 

AITKRATION  OF  BT-LAWB. 

34.  The  stockholders,  by  vote  of  a  majority  of  the  stock  iflsned  and  outstanding, 
irrespective  of  class,  may,  at  any  stated  meeting  of  the  stockholders,  amend  these 
by-laws,  provided  notice  in  writmg  of  the  propped  amendment  shall  be  sent  at  lest 
thirty  oays  in  advance  of  the  aforesaid  stated  meeting  to  every  stockholder  d 
record. 

The  board  of  directors  by  a  vote  of  eleven  of  the  members  may  alter  or  amend  these 
by-laws,  but  no  alteration  shall  be  made  unless  proposed  at  a  stated  meeting  of  the 
board  and  considered  at  a  subsequent  stated  meeting. 


tlntemalrreTenne  ICMsent  stamp— canceled.] 
THE  AMERICAN  STEEL  AND  WIRE  (X)MPANY  OF  NEW  JERSEY. 

GXRTnnCATE  OF  INOOBPORATION. 

Statb  OF  New  Jersey,  m; 

This  certifies  that  we,  Joseph  R.  Ellicott^  Roberts.  Green,  and  Theodore  S.  Be^er. 
do  hereby  associate  ourselves  into  a  corporation  under  and  b^'  virtue  of  theproTisioDS 
of  an  act  of  the  legislature  of  the  State  of  New  Jersey,  entitled  ''An  act  concemiitf 
corporations, '*  approved  April  21st,  1896,  and  the  acts  supplementary  thereto  aiw 
amendatory  thereof,  for  the  purposes  hereinafter  mentioned,  and  to  t&at  end  we  do 
by  this  our  certificate  set  forth: 

First.  The  name  of  such  corporation  is  ''The  American  Steel  and  Wire  Compaov 
of  New  Jersey." 

Second.  The  location  of  its  principal  office  in  the  State  of  New  Jei«ey  is  at  No.  60 
Grand  street,  in  Jersey  City,  county  of  Hudson,  and  the  company  is  to  be  registered 
with  the  CJorporation  Trust  Company  of  New  Jersey.  The  swd  trust  company  yriii 
be  the  agent  m  said  principal  office  and  in  charge  tiiereof ,  upon  whom  process  againit 
the  corporation  may  be  served. 

Thira.  The  objects  for  which  the  corporation  is  formed  are  to  manufacture  and 
trade  in  steel,  iron,  and  other  metals;  to  make,  purchase,  and  sell  mannfndnred 
articles  made  partly  or  wholly  from  metals  of  any  kmd  and  all  like  or  kindred  prod- 
ucts; to  acquire  and  dispose  of  rights  to  make  and  use  the  same;  to  make,  parchaee, 
and  sell  such  other  products  or  merchandise  as  may  be  conveniently  or  advantageoosty 
used  or  sold  in  connection  with  said  metals  and  business;  and  to  apply  for,  parchsse, 
or  otherwise  aa^uire,  and  hold,  own,  use,  operate,  sell,  assign,  or  otherwise  di^oee 
of  any  and  all  inventions,  improvements,  and  processes  used  in  connection  with  or 
secured  under  letters  patent  of  the  United  States,  or  other  countries,  or  otiierwiae, 
and  grant  licenses  and  rights  in  respect  thereof,  or  otherwise.  The  corporation  shall 
have  power  to  purchase,  hold,  sell,  assign,  transfer,  mortgage,  pledge,  or  otherwfeB 
dispose  of  the  shares  of  the  capital  stock  of,  or  any  bonds,  secunties,  or  evidences  ot 
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indebtednees  created  by  any  other  corporation  or  corporations  of  this  or  any  other 
State,  and  while  owner  of  such  stock  may  exercise  all  the  rights,  powers,  and  priv- 
ileges of  ownership,  including  the  right  to  vote  thereon.  The  corporation  shall  also 
have  power  to  have  one  or  more  offices  outside  of  this  State,  and  to  carry  on  any  part 
of  its  operations  and  business,  and  hold,  purchase,  mortgage,  lease,  or  convey  real  or 
personal  property  in  any  State  or  Territory  of  the  United  States  and  in  any  foreign 
country  or  p&ce. 

Fourth .  The  total  authorized  capital  stock  of  the  corporation  is  ninety  million  dollars 
($90,000,00(y) ,  divided  into  nine  hundred  thousand  (900,000)  shares  of  the  par  value  of 
one  hundred  dollars  ($100)  each.  The  amount  of  capital  stock  with  which  it  will  com- 
mence business  is  two  hundred  and  fifty  tliousand  dollars  f  1250,000) .  Of  such  total 
authorized  capital  stock,  four  hundred  thousand  (400,000)  snares,  amounting  to  forty 
million  dollars  ($40,000,000) ,  par  value,  shall  be  preferred  capital  stock,  and  five  hun- 
dred thousand  (500,000)  shares,  amounting  to  fifty  million  dollars  ($50,000,000),  par 
value,  shall  be  common  stock.  The  holders  of  preferred  stock  shall  be  entitled  to 
receive  in  each  year  out  of  the  surplus  net  profits  of  "the  corporation  a  fixed  yearly 
dividend  of  seven  per  centum,  payable  Quarterly,  before  any  dividend  shall  oe  set 
apart  or  paid  on  the  common  stock,  but  snail  not  be  entitled  to  any  further  dividend 
or  share  of  profits.  The  dividends  upon  the  preferred  stock  shall  be  cumulative,  so 
that,  if  in  any  year  dividends  amountmg  to  seven  per  centum  are  not  paid  on  the  pre- 
ferred stock,  the  deficiency  is  payable  subsequently,  before  any  dividends  are  set  apart 
or  paid  upon  the  common  stock.  In  case  of  li<}uiaation  or  dissolution  of  the  corpora- 
tion, the  Holders  of  preferred  stock  will  be  entitled  to  be  paid  in  full  both  the  princi- 
pal of  their  shares  and  the  accrued  dividend  charge  before  any  amount  is  paid  to  the 
nolders  of  common  stock;  but  after  the  payment  on  any  such  liquidation  or  dissolu- 
tion to  the  holders  of  the  common  stock  of  its  par  value,  the  remaining  assets  and 
funds  shall  be  divided  pro  rata  amon^  the  holders  of  both  classes  of  said  capital  stock. 

Fifth.  The  names  and  post-office  aadressee  of  the  incorporators  and  the  number  of 
shares  subscribed  for  by  each,  the  aggre^te  of  such  subscriptions  being  the  amount 
of  capital  stock  ¥rith  which  the  corporation  will  commence  Dusiness,  are  as  follows: 


Name. 

Post-office  address. 

No.  Rhares. 

Joseph  R.  Ellicott 

Nvaftk.  N.  Y 

1,000 

1,000 

500 

Roberts.  Green Kilzabeth.  N.  J 

Theodore  S.  Beecher 

Irvinirton.  N.  Y 

Sixth.  The  existence  of  the  corporation  shall  b^^  on  the  fourteenth  day  of  Jan- 
uary, 1809,  and  shall  be  perpetual. 

Seventh.  The  business  of  the  corporation  shall  be  managed  by  its  directors,  who 
shall  respectively  be  shareholders  therein  and  one  of  whom  shall  be  an  actual  resi- 
dent of  mis  State.  Directors  of  the  corporation  shall  be  divided  into  three  classes, 
equal  in  number,  in  respect  to  the  time  for  which  they  shall  severally  hold  office. 
Tne  first  class  shall  be  elected  for  a  term  of  three  years,  the  second  class  for  a  term 
of  two  years,  the  third  class  for  a  term  of  one  year;  and  at  each  annual  election  after 
1899  the  successors  to  the  class  of  directors  whose  terms  expire  in  such  year  shall  be 
elected  to  hold  office  for  three  years,  so  that  the  term  of  office  of  at  least  one  class 
shall  expire  in  each  year.  The  power  to  make  and  alter  by-laws  shall  be  in  the 
directors,  but  any  by-law  may  be  altered  or  repealed  by  the  stockholders.  The  by- 
laws shall  prescribe  the  number  of  directors  necessary  to  constitute  a  quorum  of  the 
board  of  oirectors,  which  may  be  less  than  a  majority.  In  case  of  an  increase 
in  the  number  of  directors  between  the  annual  elections  by  the  stockholders,  the 
board  of  directors  may  elect  the  additional  directors,  who  shall  hold  office  until 
the  next  meeting  of  stockholders  or  until  their  successors  shall  be  elected.  The 
directors  shall  have  power  to  hold  their  meetings,  to  have  one  or  more  offices  and  to 
keep  the  books  of  the  corporation  (except  the  stock  and  transfer  books)  outside  of 
this  State  at  such  places  as  may  hrom  time  to  time  be  designated  by  them. 

With  the  assent  in  writing  or  pursuant  to  the  vote  of  the  holders  of  two-thirds  of 
the  capital  stock  issued  and  outstanding,  the  directors  shall  have  power  and  author- 
ity to  sell,  assign,  transfer,  convey,  or  otherwise  dispose  of  the  property  and  assets 
oi  this  corporation  as  an  entirety  on  such  terms  and  conditions  as  the  directors  shall 
deem  fit,  nght^  and  just 

The  directors  shall,  from  time  to  time,  determine  whether,  and  to  what  extent,  and 
at  what  times  and  places,  and  under  what  conditions  and  regulations,  the  accounts 
and  books  of  the  corporation,  or  any  of  them,  shall  be  open  to  the  inspection  of  the 

83a 79 


1250        HEARINGS    BEFORE   THE   INDUSTRIAL  COMMISSION. 

Mockholders,  and  no  stockholder  shall  have  any  right  to  inspect  anv  accomit  or 
Ixx^k  or  document  of  the  corporation,  except  as  conferred  by  statute  of  New  Jeiwy 
or  authorize<i  by  the  directors. 

In  witness  whereof  we  have  hereunto  set  our  hands  and  seals  the  twelfth  day  of 
January,  1899. 

Joa.  R.  Elucxxtt.  [us.' 

RoBT.  S.  Green.  [us.' 

Theodore  S.  Beechee.    [l.8.' 
Signed  and  sealed  in  the  presence  of — 
Albert  C.  Wall. 

8tatk  of  New  Jersey,  county  of  Hudsouy  «; 

Be  it  remembered  that  on  this  twelfth  day  of  January,  1899,  before  me,  the  Bob- 
scril)er,  a  master  in  chancery  of  New  Jersey,  personally  appeared  Joseph  R.  Ellicott, 
Rol)ert  S.  Green,  and  Theodore  8.  Beecher.  who,  I  am  satined,  are  the  peraans  named 
in  and  who  executed  the  foregoing  certincate  of  incorporation;  and  I  having  fiist 
made  known  to  them  the  contents  thereof,  they  did  each  acknowledge  that  they 
Higned,  sealed,  and  delivered  the  same  as  their  voluntary  act  and  deed  for  the  oees 
and  purposes  therein  expressed. 

Albert  G.  Wall, 
Magter  in  Oumcary  of  New  Jeney. 

[Intenial-reycnue  10-oent  stamp— cuioeled.] 


By-laws  of  the  American  Steel  and  Wire  Company  of  New  Jebsbt. 
[Inoorporated  under  the  lawe  of  the  State  of  New  Jeney.] 

Article  I. 
meehnqs  of  stockholders. 

Section  1.  A  regular  annual  meeting  of  the  stockholders  shall  be  held  at  the  prind- 
pal  office  of  the  company  at  Jersey  City,  Hudson  County,  State  of  New  JerK^v,  at  11 
o'clock  a.  m.  on  the  third  Tuesday  of  February  in  each  year,  b^;inning  with  the  year 
1900,  for  the  election  of  directors  and  the  transaction  of  such  other  bofidnesB  as  may 
come  before  the  stockholders  for  action. 

Sec.  2.  Special  meetings  of  the  stockholders  may  be  called  bv  the  chairman  or 
president  or  by  order  of  the  executive  committee  or  board  of  oirectors  whenever 
they  deem  it  necessary,  and  it  shall  be  their  duty  to  order  and  call  such  meetineB 
whenever  persons  holding  one-fourth  of  the  capital  stock  of  the  company  outstaoa- 
in^  shall  in  writing  request  the  same.  Such  special  meetings  shall  be  held  at  the 
principal  office  of  the  company  in  the  same  manner  as  the  annual  meeting. 

Sbc.  3.  At  all  meetings  of  the  stockholders,  each  stockholder  shall  be  ^ititled  to 
one  vote  for  each  share  held  by  him,  which  vote  may  be  given  personally  or  by 
proxy  authorized  in  writing.  The  instrument  authorizing  a  proxy  to  act  shall  te 
exhibited  to  the  secretary  and  inspectors  of  election  at  me  meeting,  and  shall  be 
lodged  with  the  secretary  if  he  shall  so  request.  No  share  or  sluu^ee  of  stock  which 
have  been  transferred  on  the  books  of  the  company  within  twenty  days  next  pre- 
ceding any  election  shall  be  voted  on  at  any  such  election. 

Sec.  4.  The  holders  for  the  time  being  of  a  majority  of  the  stock  issued  and  out- 
standing, represented  in  person  or  by  proxy,  shidl  constitute  a  quorum  for  the  trans- 
action of  burliness;  and,  in  the  absence  of  a  quorum,  the  stockholders  attending  or 
represented  at  the  time  and  place  for  which  a  meeting  shall  have  been  called  may 
adjourn  the  meeting  for  a  period  not  exceeding  twenty  days. 

Sec.  5.  Notice  of  the  annual  and  of  any  speSal  meeting  of  the  stockholdem^^ 
be  given  to  each  stockholder  by  posting  the  same  in  a  postage-prepaid  letter  addreeeed 
to  each  stockholder  at  the  adoress  left  with  the  secretary  of  the  company,  or  by 
delivering  the  same  personally  at  least  ten  days  before  sucn  meeting,  in  addition  to 
any  publication  or  notice  that  may  be  required  by  law.  The  notice  of  a  special 
meeting  shall  state  briefly  the  object  of  the  meeting,  and  no  other  business  shall  be 
transacted  at  such  meeting.  A  failure  to  eive  the  notice  for  the  regular  annual  me^* 
ing  shall  not  invalidate  the  proceedinss  of  the  meeting. 

Sec.  6.  The  stockholders  may  at  eacn  annual  meeting  choose  by  ballot  two  P*"^ 
(who  need  not  be  stockholders)  to  act  as  inspectors  of  election  at  all  meetings  of  the 
stockholders  until  the  close  of  the  next  annual  meeting.    In  case  of  a  failure  to  elect 
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inspectors,  or  in  case  an  inspector  shall  fail  to  attend  or  refuse  to  serve,  the  stock- 
homers  at  any  meeting  maj  choose  an  inspector  or  inspectors  to  act  at  such  meeting. 
Sec.  7.  The  order  oibusiness  at  all  meetings  of  the  stockholders  shall  be  as  follows: 

1.  Proof  of  notice  of  meeting  and  report  as  to  stockholders  present  in  person  or 
by  proxy. 

2.  Reading  of  mmutes  of  previous  meeting  and  action  thereon. 

3.  Appointment  of  inspectors  of  election,  if  the  inspectors  elected  at  the  preceding 
annual  meetins  be  not  present  and  ready  to  serve. 

4.  Reports  of  officers. 

5.  Election  of  directors. 

6.  Election  of  inspectors  of  election  to  serve  until  the  dose  of  the  next  annual 
meeting. 

7.  Unfinished  business. 

8.  New  business. 

The  election  of  inspectors  of  election  to  serve  until  the  close  of  the  next  annual 
meeting  may  be  held  at  the  same  time  as  the  election  of  directors  and  by  the  same 
ballot. 

The  order  of  business  to  be  followed  at  any  meeting  may  be  changed  by  vote  of 
the  majority  in  interest  of  those  present  at  the  meeting. 

AnncLS  II. 

BOABD  OF  DIRBCTOBS. 

Sbc.  1.  The  property  and  business  of  the  company  shall  be  managed  and  con- 
trolled by  a  board  of  directors,  who  must  at  all  times  be  stockholders.  The  board 
shall  consist  of  fifteen  members  and  shall  be  divided  into  three  classes  of  five  mem- 
bers each.  The  first  class  shall  hold  office  for  three  years,  the  second  class  for  two 
years,  and  the  third  for  one  year.  At  all  regular  annual  elections  the  directors, 
except  when  chosen  to  fill  a  vacancy,  shall  be  chosen  for  a  term  of  three  vears.  In 
case  of  vacancy  in  the  board  resulting  from  death,  resignation,  disqualincation,  or 
other  cause  the  board  shall  have  power  to  appoint  the  members  necessary  to  make 
up  the  full  number  of  fifteen,  but  such  appointment  shall  continue  only  until  the 
next  regular  meeting  of  the  stockholders.  All  directors  shall  hold  ^eir  offices  until 
their  successors  are  elected  and  qualified. 

Sbc.  2.  The  directors  shall  act  only  as  a  board,  and  the  individual  directors  shall 
have  no  power  as  such.  Eight  directors  at  a  meeting  duly  called  shall  constitute  a 
(juorum  for  the  transaction  of  business;  but  any  less  number  may  adjourn  any  meet- 
ing from  time  to  time  until  a  quorum  shall  be  present 

Sbc.  3.  Resular  meeting  of  the  directors  may  be  held  at  the  office  of  the  company 
in  the  city  oiNew  York,  m  the  State  of  New  York,  or  elsewhere  in  that  or  any  other 
State^  as  the  board  of  directors  may  from  time  to  time  determine.  Notice  of  r^ilar 
meetmes  shall  be  maUed  by  the  secretary  to  each  director  at  his  last  known  post- 
office  address  at  least  three  oays  previous  to  the  time  fixed  for  the  meeting.  Special 
meetings  of  the  board  may  be  called  by  the  chairman,  president,  or  executive  com- 
mittee, or  by  reauest  of  any  three  members,  made  in  writing  on  at  least  one  day's 
notice  to  each  airector,  delivered  to  him  personally,  or  mailed  to  him  or  sent  oy 
telegraph,  or  left  at  his  residence  or  usual  place  of  business. 

Sbc.  4.  The  directors  may  without  notice  meet  at  the  office  of  the  company  in 
Jersey  City  at  1  o'clock  p.  m.,  or  at  the  office  in  the  city  of  New  York  at  2  o'clock 
p.  m..  of  the  day  of  the  r^ular  annual  meeting  of  the  stockholders  or  the  next  day, 
and  elect  the  officers  of  the  compan}^  for  the  ensuing  year.  They  shall  also  at  such 
meeting  appoint  the  executive  committee. 

Sbc.  5.  Xhrectors  as  such  shall  not  receive  any  stated  salary  for  their  services,  but 
shall  be  allowed  ten  dollars  for  attendance  at  each  regular  or  special  meeting  oi  the 
board,  if  present  at  roll  call. 

Article  III. 
bxbcutivb  committee. 

Sbc.  1.  The  boaxd  of  directors  shall  appoint  an  executive  committee  of  three 
directors,  who  shall  serve  during  the  pleasure  of  the  board.  Vacancies  in  such 
executive  committee  shall  be  filled  bv  the  board  of  directors. 

Sec.  2.  The  executive  committee  shall  have  and  exercise,  subject  to  the  control  of 
the  board  of  directors,  all  the  powers  of  the  board  requisite  for  the  conduct,  manage- 
ment, and  development  of  the  company's  business;  and  when  the  board  is  not  in 
session  the  executive  committee  shall  have  and  may  exercise  all  the  powers  of  the 
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board.  The  executive  oommittee  shall  fix  the  salaries  or  compensation  of  all  the 
officers  of  the  company  drawing  $2,500  per  year  or  more.  It  may  fill  vacancies  among 
the  officers  of  the  company,  but  any  officer  appointed  by  the  executive  committee 
may  be  removed  by  a  vote  of  the  board  of  directors.  A  majority  of  the  executive 
committee  shall  be  a  quorum  for  the  transaction  of  business,  and  the  committee 
shall  at  all  timee  act  by  the  vote  of  a  majoritv.  If  a  member  of  the  committee  be 
absent  from  any  meeting,  the  remaining  members  of  the  committee  shall  have  the 
nower  to  appoint  any  director  to  act  as  a  member  of  the  cotamittee  for  that  meeting. 
The  executive  committee  may  hold  its  meetings  at  any  office  of  the  company  or  at 
any  place  which  they  may  deem  proper,  and  may  prescribe  and  regulate  what,  if  any, 
noti<v  phali  be  given  of  meetings  of  the  committee.  The  executive  committee  phall 
keep  minutes  of  its  proceedings,  and  report  the  same  to  the  board  of  directors  at  esch 
ensuing  meeting  of  the  board. 

Articlb  IV. 

OFFICERS. 

Rbc.  1.  The  l)oard  of  directors  shall  annually  elect  or  appoint  the  following  penm- 
nent  officers :  A  chairman  of  the  company,  a  president,  four  vice-president^  a  genenl 
manager,  a  treasurer,  an  assistant  treasurer  m  New  York,  an  assistant  treasarer  in 
Ohicaigo,  a  secretary,  an  assistant  secretary  in  New  York,  an  assistant  secretary  in 
Chicago,  an  auditor,  an  assistant  auditor,  and  general  counsel.  The  board  or  execu- 
tive committee  may  also  from  time  to  time  appoint  such  other  officers,  committees, 
agents,  or  employees  as  it  may  deem  proper. 

Sbc.  2.  If  any  vacancy  shall  occur  among  the  officers  of  the  company,  such  vacancr 
shall  be  filled  by  the  board  of  dir.-H^tonB  or  the  executive  committee,  except  as  to  the 
chairman  or  president,  vacancies  in  which  offices  shall  be  filled  by  the  board. 

Sec.  3.  The  board  of  directors,  the  executive  committee,  the  chairman,  or  the  pree- 
ident  may  from  time  to  time  prescribe  the  duties  of  the  other  officers,  agents,  and 
employees  of  the  company. 

THB  CHAIRMAN. 

Sbc.  4.  It  shall  be  the  duty  of  the  chairman  to  preside  at  all  meetdngs  of  the  bnani 
of  directors  and  stockholders.  He  shall  have  general  supervision  of  the  entire  bo?- 
inees  of  the  company  and  of  its  several  officers,  subject  to  the  control  of  the  board  of 
directors  or  executive  committee.  He  shall  see  that  all  orders  and  resolutions  of  the 
board  and  executive  committee  are  carried  into  effect,  and  he  shall  execute  all  (Xf- 
tracts  and  agreements  authorized  by  the  board  or  executive  committee.  The  chair- 
man shall  submit  a  complete  report  of  the  operations  of  the  company  for  the  year, 
and  of  the  state  of  its  anair..  on  the  Slst  day  of  December,  to  the  directors  at  their 
regular  meetins  in  February  of  each  year,  and  to  the  stockholders  at  their  annoal 
meetings,  and  from  time  to  time  shall  report  to  the  directors  all  matters  within  he 
knowl^ge  which  the  interests  of  the  company  may  require  to  be  brought  to  th^ 
notice. 

THE  PRESIDENT. 

Sec.  5.  It  shall  be  the  duty  of  the  president,  in  the  absence  of  the  chainnan,  to 
preside  at  all  meetings  of  the  board  of  directors  and  stockholders,  and,  subject  to  the 
powers  of  the  chairman  and  executive  committee,  the  president  shall  have  gensw 
and  active  management  of  the  business  of  the  company.  The  president  ma^  srgn 
and  seal  certificates  of  stock.  He  shall,  subject  to  the  al)ove  powers  of  the  chamnan 
and  exciaitive  committee,  have  the  general  superintendence  and  direction  of  all  the 
other  officers  of  the  company  and  shall  see  that  their  duties  are  properly  performed 
He  shall,  subject  to  the  powers  of  the  chairman  and  executive  committee,  have  the 
general  powers  and  duties  usually  vested  in  the  office  of  the  president  of  a  corport- 
tion.  He  shall  freely  consult  and  advise  with  the  chairman  and  idso  with  the  execu- 
tive committee  in  relation  to  the  busineas  and  interests  of  the  company,  and  ai 
under  their  instructions. 

THE  VICB-PRBBIDENTB. 

Sec.  6.  The  vice-presidentB  shall,  in  their  order,  be  vested  with  all  the  powers  and 
re<iuire(i  to  perform  all  the  duties  of  the  president  in  his  absence.  Eacn  may  sign 
certificates  of  stock,  and  shall  perform  such  duties  as  may  be  prescribed  from  uio^ 
to  time  by  the  board  of  directors  or  the  executive  committee. 
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PRESIDENT  PRO  TEM. 


Sbc.  7.  In  the  absence  of  the  president  and  the  vice-presidentB  the  board  may 
appoint  a  president  pro  tern. 


THE  GENERAL  MANAQER. 


Sbc.  8.  The  general  manager  shall  have  general  superintendence  of  the  conduct  of 
the  business  ofthe  company,  other  than  its  financial  affairs,  under  the  direction  and 
control  of  the  chairman,  president,  executive  committee,  and  board  of  directors. 


THE  TREASURER. 

Sbc.  9.  The  treasurer  shall  have  charge  of  the  funds,  receipts,  and  disbursements  of 
the  company.  He  shall  deposit  all  moneys  and  other  valuable  effects  in  the  name  and 
to  the  credit  of  the  company  in  such  banks  and  with  such  depositaries  as  may  be 
designated  by  the  board  of  directors  or  executive  committee.  He  shall  disburse  the 
funcui  of  the  company  as  may  be  ordered  bv  the  board  or  executive  committee,  taking 
proper  vouchers  for  such  disbursements,  ana  shall  render  to  the  chairman,  president,  or 
executive  committee,  and  to  the  directors  at  the  regular  meetings  of  the  board  or  when- 
ever they  may  require  it,  an  account  of  all  his  transactions  as  treasurer  and  of  the 
financial  condition  of  the  company,  and  at  the  r^ular  meeting  of  the  board  in  February 
annually  he  shall  make  a  like  report  for  the  preceding  year.  He  shall  keep  full  and  ac- 
curate books  of  account.  He  snail  ffive  to  the  company  a  bond  in  the  sum  of  $100,000 
for  the  faithful  performance  of  the  duties  of  his  office  and  the  restoration  to  the  com- 
pany, in  case  of  his  death,  resignation,  or  removal  from  office,  of  all  books,  papers, 
vouchers,  money,  or  other  property  of  whatever  kind  in  his  possession  belonging  to 
the  company,  wmch  bond  snail  be  an  undertaking  of  a  surety  company  in  such  form 
and  oontainmg  such  provisions  as  the  board  of  directors  or  executive  committee  may 
require.  The  fees  ofthe  surety  company  for  furnishing  the  said  bond  shall  be  paid 
by  the  company.  Certificates  of  stock,  when  signed  by  the  president  or  a  vice- 
president,  shall  De  countersigned  by  the  treasurer.  He  shall  keep  the  accounts  of 
stock  registered  and  transferred  in  such  form  and  manner  and  under  such  r^ulations 
as  the  board  of  directors  or  executive  committee  may  prescribe. 

THE   ASSISTANT  TREASURERS. 

Sbc.  10.  The  assistant  treasurers  in  New  York  and  Chicago  shall  have  power  to 
sign  checks  and  drafts  upon  the  banks  and  depositaries  of  the  company,  and  to 
endorse  checks  and  drafts  for  deposit  with  such  banks  or  depositaries  to  the  credit  of 
the  company.  The  aasistant  treasurer  in  New  York  shall  also  have  power  to  act  as 
a  vice-treasurer,  and  as  such  to  si^n  certificates  of  stock  in  the  place  and  stead  of  the 
treasurer  in  his  absence.  The  assistant  treasurers  shall  perform  such  other  duties  as 
may  be  from  time  to  time  prescribed  by  the  chairman,  president,  executive  commit- 
tee, or  board  of  directors.  They  shall  each  furnish  to  the  company  a  bond  of  a 
surety  company  in  all  respects  similar  in  form  and  amount  to  that  required  of  the 
treasurer,  and  the  fees  of  the  surety  company  for  furnishing  the  said  bonds  shall  be 
paid  by  the  company. 

THE  AUDFTOR. 

Sec.  11.  The  auditor  shall  have  supervision  over  all  the  accounts  and  account  books 
of  the  company,  and  see  that  the  system  of  keeping  the  same  is  enforced  and  main- 
tained. He  shall  direct  as  to  forms  and  blanks  relating  to  books  and  accounts  in  all 
departments,  and  no  change  shall  be  made  without  his  consent  or  the  consent  of  the 
chairman,  president,  or  executive  committee.  He  shall  see  that  there  is  kept  in  the 
bookkeeping  department  a  set  of  books  containing  a  complete  record  of  all  business 
transactions  of  the  company  pertaining  to  accounts,  and  shall,  when  requested,  fur- 
nish to  the  board,  executive  committee,  chairman,  or  president,  a  statement  of  the 
earnings  and  expenses  of  the  company  or  of  any  other  corporation  in  which  this 
company  may  be  interested,  for  any  given  time,  and  shall  keep  books  and  records  for 
the  purpose  of  furnishing  such  statistics.  He  shall  verify  the  assets  reported  by  the 
treasurer  or  his  assistants  at  least  twice  a  year,  and  make  report  of  the  same  to 
the  board  or  executive  committee.  He  shall  cause  the  books  and  accounts  of  all 
officers  and  agents  charged  with  the  receipt  of  or  disbursement  of  money  to  be 
examined  as  often  as  practicable,  or  when  requested  by  the  chairman,  president, 
or  executive  committee,  and  shall  ascertain  whether  or  not  the  cash  and  vouchers 
covering  the  balances  are  actually  on  hand.     He  shall  render  such  assistance  ai^d 
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advice  as  the  chairman,  premdent,  executive  committee,  or  board  may  desire  coaoenr' 
ing  the  books,  accounts,  and  system  of  financial  transactions  of  all  other  coiporatioiB 
in  which  this  company  is  interested,  and  furnish  to  the  chairman,  president,  execo- 
tive  committee,  or  board  such  statements  conceminff  tiie  same  as  may  be  rBquested 
by  them.  In  case  of  a  default  coming  to  his  knowledge  at  any  time,  he  shall  at  once 
notify  the  chairman  and  president,  as  well  as  the  executive  committee. 

THE  ASSIST  A  NT  AUDITOR. 

8bc.  12.  The  assistant  auditor  shall  perform  all  the  duties  of  the  auditor  in  his 
absence,  as  directed  from  time  to  time  by  the  chairman,  president  executive  com- 
mittee, or  board  of  directors,  and  such  other  duties  as  they  may  prescribe. 

THE  SBCRffTARV. 

Sbc.  13.  The  secretary  shall  record  all  the  votes  and  proceedings  of  the  stockholdos 
and  of  the  directors  in  a  book  kept  for  that  purpose.  He  shall  keep  in  safe  custody  the 
seal  of  the  company,  and^  when  authorised  oy  the  board  or  executive  committee,  affix 
it  to  any  instrument  requuinff  the  same,  which  seal  shall  always  be  attested  by  the  signar 
tures  of  the  chairman,  president,  or  a  vice-president,  or  of  the  secretary  or  an  asBOt- 
ant  secretarv.  He  shall  perform  such  other  duties  as  pertain  to  his  office,  or  as  the 
chairman,  the  president,  the  board  of  directors,  or  the  executive  committee  maj 
require.  In  the  absence  of  the  secretarv  from  any  meeting  of  the  stockholders  or 
directors  the  record  of  the  proceedings  shall  be  kept  and  authenticated  by  an  asst- 
ant  secretary,  or  by  such  other  person  as  may  be  appointed  for  that  purpose  at  the 
meeting. 

[Amendment  to  section  IS,  Article  IV.    Adopted  at  directors'  meeting  of  June  24, 1899.] 

Sbc.  13.  The  secretary  shall  record  all  the  votes  and  proceedings  of  the  stockhoklen 
and  of  the  directors  in  a  book  kept  for  that  purpose.  He  shall  keep  in  safe  custody 
the  seal  of  the  companv,  and  mav  affix  it  to  any  mstrument  requiring  the  same  when 
authorized  or  directea  so  to  do  by  the  board  of  directors,  the  executive  committee, 
the  chairman,  the  president,  or  any  vice-president  discharging  the  duties  of  the  pres- 
ident, pursuant  to  the  by-laws.  Said  seal  shall  always  be  attested  by  the  signatoie 
of  the  chairman,  president,  or  a  vice-president,  or  of  the  secretary,  or  an  aseistapt 
secretary.  He  shall  perform  such  other  duties  as  pertain  to  his  office,  or  as  the  chai^ 
man,  the  president,  tne  board  of  directors,  or  the  executive  committee  may  reqniie. 
In  the  ab^nce  of  ibe  secretary  from  any  meeting  of  the  stockholders  or  directoRa 
record  of  the  proceedings  shall  be  kept  and  authenticated  by  an  assistant  secretary,  or 
by  such  other  person  as  may  be  appointed  for  that  purpose  at  the  meeting. 

THK  ASSISTANT  SBCBKTARIES. 

Sbc.  14.  The  assistant  secretaries  shall  be  vested  with  all  the  powers  and  required  to 
periorm  all  the  duties  of  the  secretary  in  his  absence.  They  shall  perform  such  other 
duties  as  may  be  prescribed  by  the  chairman,  president,  executive  committee,  or 
board  of  directors. 

THE  GEMBRAL  COUNSBL. 

Sbc.  15.  The  general  counsel  shall  advise  the  board  of  directors,  executive  commit- 
tee, and  officers  of  the  companv  upon  all  points  of  law  arising  in  the  conduct  of  the 
company's  business,  and  it  shall  be  the  duty  of  such  counsel  to  advise  the  boani  from 
time  to  time  as  to  all  reports  required  by  law. 

TBKURB  OF  OFFICE. 

Sbc.  16.  Each  officer  shall  hold  his  office  during  the  pleasure  of  the  board  of  dirpfj 
tors;  provided  that  with  respect  to  all  officers,  except  the  chainnan,  president,  and 
vice-presidents,  an  agreement  in  writing  may  be  entered  into  with  authority  of  the 
board  or  the  unanimous  approval  of  the  executive  committee  fixing  a  definite  term. 

Article  V. 

CONTRACTS  AMD   AGREEMENTS. 

Sec.  1.  No  agreement,  contract,  or  obligation  (other  than  a  check)  involving  the 
payment  of  money,  or  the  credit  or  liability  of  the  company,  shall  be  made  withoat 
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the  approval  of  the  board  of  directors  or  of  the  executive  committee,  except  that  the 
chairman  or  the  president  may  in  the  ordinary  course  of  the  business  of  the  company 
make  contracts  not  involving  an  obligation  or  liability  in  excess  of  $50,000. 

BANKS,  DEPOerrARIBS,    CHBCKS,    AND   DRAFTS. 

Sec.  2.  All  checks  and  drafts  and  all  funds  of  the  company  shall  be  deposited 
from  time  to  time  in  such  banks,  trust  companies,  and  with  such  bankers  or  other 
depositaries,  as  the  board  of  dir^[^rs  or  executive  committee  may  designate.  All 
checks  shall  be  drawn  out  of  the  regular  check  books  of  the  company,  and  upon  the 
stubs  of  such  checks  the  purpose  for  which  they  are  drawn  shall  be  specific.  All 
checks,  drafts,  or  orders  for  tne  payment  of  money  shall  be  signed  by  the  treasurer 
or  one  of  the  assistant  treasurers,  and  shall  be  countersigned  by  the  chairman,  or  the 
president,  or  a  vice-president.  No  checks  shall  be  drawn  or  funds  used  for  any  pur- 
pose other  than  for  the  corporate  objects  of  the  company. 

[Amendment  to  section  2,  Article  V.    Adopted  at  directors'  meeting  of  June  24, 1899.] 

Shc.  2.  All  checks  and  drafts  and  all  funds  of  the  company  shall  be  deposited  from 
time  to  time  in  such  banks,  trust  companies,  and  with  such  bankers  or  other  depos- 
itaries as  the  board  of  directors  or  executive  committee  may  designate.  All  checks 
shall  be  drawn  out  of  the  r^;ular  check  books  of  the  company,  and  upon  the  stubs  of 
such  checks  the  purpose  for  which  they  are  drawn  shall  be  specified.  All  checks, 
drs^,  or  orders  for  tne  payment  of  money  shall  be  signed  by  tne  treasurer  or  one  of 
the  assistant  treasurers,  and  shall  be  countersigned  by  the  chairman  or  the  president 
or  a  vice-president,  or  by  such  other  officer  or  officers  as  the  executive  committee 
may  designate.  No  checks  shall  be  drawn  or  funds  used  for  any  purpose  other  than 
for  the  corporate  objects  of  the  company. 

Article  VI. 

■HABBB  AND  THEIR  TRANSFER. 

Sec.  1.  Each  holder  of  stock  shall  be  entitled  to  a  stock  certificate  signed  by  the 
president  or  one  of  the  vice-presidents  and  the  treasurer  or  vice-treasurer  of  the 
company  and  countersigned  by  the  transfer  a^nt  of  the  company,  certifying  the 
numoer  of  shares  owned  by  him.  All  such  certificates  shall  be  issued  in  consecutive 
order  from  certificate  books,  and  shall  be  numbered  and  r^fistered  in  the  order  in 
which  they  are  issued,  and  on  the  stub  of  each  certificate  issued  shall  be  entered  the 
name  of  the  person  owning  the  shares  represented  by  such  certificate,  with  the  num- 
ber of  shares  and  of  which  class  and  the  date  of  such  certificate,  and  in  case  of  can- 
cellation, the  date  of  cancellation.  The  person  receiving  any  such  certificate  shall 
personally  or  by  agent  sign  on  such  stub  a  receipt  for  the  certificate  issued  to  him. 
Every  certificate  return^  to  the  company  for  the  exchange  or  transfer  of  shares 
shall  be  canceled,  and  pasted  in  its  orinnal  place  in  the  stock  certificate  book,  and 
no  new  certificate  shall  be  issued  until  the  ola  certificate  has  been  thus  canceled  and 
returned  to  its  original  place  in  such  book,  except  in  the  case  provided  for  in  section 
5  of  this  article. 

Sec.  2.  The  board  of  directors  or  executive  committee  may  appoint  a  registrar  of 
transfers  of  stock  in  the  city  of  New  York  or  elsewhere,  and  after  the  appointment  of 
such  registrar  of  transfers  no  certificate  for  stock  shall  be  binding  upon  the  company 
or  have  any  validity  unless  countersigned  by  such  r^istrar  of  transiers. 

Sec.  3.  Transfers  of  shares  shall  be  made  only  upon  the  books  of  the  company  by  the 
holder  in  person  or  by  power  of  attorney  duly  executed  and  filed  with  the  secretary 
of  the  company,  and  on  the  surrender  of  the  certificate  or  certificates  for  such  shares; 
but  the  board  of  directors  or  executive  committee  may  appoint  some  suitable  bank 
or  trust  company  or  agent  in  the  city  of  New  York  or  elsewhere  to  facilitate  trans- 
fers by  stockholders  under  such  regulations  as  the  board  may  from  time  to  time  pre- 
scribe. Such  transfer  books  shall  oe  closed  for  such  a  period  as  the  board  shall  direct 
previous  to  and  on  the  day  of  the  annual  or  any  special  meeting  of  the  stockholders. 
The  tranter  books  may  also  be  closed  by  the  bcMura  for  such  penod  as  may  be  deemed 
advisable  for  dividend  purposes. 

Sec.  4.  Every  stockholder  shall  furnish  the  secretary  with  an  address  at  which 
notices  of  meetings  and  all  other  notices  may  be  served  upon  or  mailed  to  him,  and 
in  default  thereof  notices  may  be  addressed  to  him  at  the  office  of  the  company  in 
Jersey  City,  New  Jersey. 

Sec.  5.  The  board  of  directors  may  direct  a  new  certificate  or  certificates  of  stock 
to  be  issued  in  the  place  of  any  certificate  or  certificates  theretofore  issued  by  the 
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company  alleged  to  have  been  lost  or  destroyed,  and  the  board,  when  authoriziDg 
such  issue  of  a  new  certificate  or  certificates,  niay,  in  their  diseretion,  require  the 
owner  of  the  lost  or  destroyed  certificate,  or  his  legal  representatiTes,  to  give  the 
company  a  bund,  in  such  sum  as  they  may  direct,  as  indemnity  against  any  daim 
that  may  be  made  against  the  company;  but  a  new  certificate  may  be  iasaed  without 
requiring  any  such  Ixmd  when,  in  the  judgment  of  the  directors,  it  is  proper  so  to  do. 
The  directors,  however,  may  refuse  to  issue  any  new  certificate  excej^  upon  the 
institution  of  legal  proceedings,  as  provided  in  the  statute  in  such  case  made  «nd 
provided. 

Abticlb  VII. 

DIVIDENDS. 

Dividends  may  be  declared  by  the  board  of  directors,  from  time  to  time,  out  of  the 
surplus  or  net  urofits  of  the  company,  and  payable  at  such  times  as  the  board  shall 
determine.  Tne  dividend  on  the  preferred  stock  shall  be  payable  quarterly,  if  from 
time  to  time  so  declared  by  the  Ixmrd,  and  the  dividends  on  the  preleirod  stock  ^hall 
lye  payable  before  any  dividends  shall  be  set  apart  or  paid  on  the  common  stock,  as 
provided  in  the  company's  certificate  of  incorporation.  Any  surplus  remaining  aiter 
providing  the  quarterly  dividend  on  the  preferred  stock  may  be  set  apart  and  paid 
on  the  common  stock. 

[Amendment  to  Article  VII,  adc^ted  at  directors'  meeting  of  December  11,  IS99.] 

Dividends  may  he  declared  by  the  board  of  directors,  from  time  to  time,  out  uf  the 
surplus  or  net  profits  of  the  company,  as  hereinafter  stated,  or  at  such  other  tinu'safl 
the  board  shall  determine. 

The  dividends  on  the  preferred  stock  shall  be  payable  quarterly,  viz:  On  the  sec- 
ond days  of  January,  April,  July,  and  October,  m  each  year,  if,  from  time  to  linie, 
or  otherwise,  po  declarea  by  the  board,  and  the  dividend  on  the  preferred  stock  shall 
be  payable  before  any  dividend  shall  be  set  apart  or  paid  on  the  common  sctock,  s:s 
provided  in  the  certificate  of  incorporation  of  this  company. 

After  all  dividends  on  the  preferred  stock  for  the  current  dividend  vear  have  been 
paid,  or  after  sufiScient  of  the  surplus  or  net  profits  of  the  company  ehall  have  been 
provided  or  set  apart  for  the  payment  of  all  dividends  on  the  preferred  stock  for  the 
current  dividend  year,  the  directors  may,  in  their  discretion,  from  time  to  time, 
apply  any  further  surplus  or  net  profits  of  the  company  towards  the  payment  of 
dividends  on  the  common  stock. 

All  dividends  on  the  capital  stock  of  this  company  may  be  declared  and  payable  aa 
above  set  forth,  and  as  the  board  may,  from  time  to  time,  direct;  provided,  however, 
that  no  dividend  shall  be  declared  except  as  permitted  by  law  and  by  the  eertifiaUe 
of  in(x>r))oration  of  this  company. 

Abticlb  VUI, 

SEAL. 

The  common  corporate  seal  is,  and,  until  otherwise  ordered  by  the  board  of  direc- 
tors, shall  be,  an  impression  upon  paper  or  wax  bearing  the  words,  "The  American 
Steel  &  Wire  Company  of  New  Jersey,  Incorporated  1859." 

AitncLE  IX. 

AMENDMKNT  OF  BY-LAWS. 

The  board,  by  a  vote  of  a  majority  of  the  directors  of  the  company,  may  alter  or 
amend  these  by-laws,  but  no  alteration  shall  be  made  wiless  nrst  proposed  at  : 
})revi()iis  meeting  of  the  board.  The  stockholders  may  amend  the  by-laws  at  anv 
general  or  special  meeting. 

[Article  X  of  by-laws,  adopted  at  directors'  meeting  of  December  11, 1899.] 

8ec.  1.  The  board  of  directors  shall  have  power,  at  any  regular  or  special  meeting, 
to  fix  the  sum  or  amount  to  be  reserved  as  a  working  capit^  of  the  companvt  owi 
and  above  the  capital  stock  paid  in. 

Sec.  2.  The  board  may  fix  the  amount  of  such  working  capital  quarterly,  viz:  For 
each  ensuing  Quarter  beginning,  respectively,  with  the  months  of  January,  April, 
July,  and  October,  or  otherwise,  as  the  board  may  hereafter  determine. 

Sec.  3.  The  board  may,  at  its  discretion,  at  any  regular  or  special  meeting,  either 
iiuTcase  or  reduce  the  amount  of  working  capital  previously  fixed  and  reserved. 
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AMERICAN  SUGAR  REFINING  COMPANY— CERTIFICATE  OF  INCORPO- 

RATION.» 

This  is  to  certify  that  we^  F.  0.  Matthieseen,  Jno.  E.  Searlee,  jr.,  H.  0.  Havemeyer, 
Wm.  Dick,  and  Theo.  A.  Havemeyer,  do  hereby  associate  ourselves  into  a  company 
under  and  by  virtue  of  the  provisions  of  an  act  of  the  legislature  of  New  Jersey, 
entitled  "An  act  concerning  corporations,"  approved  April  7,  1875,  and  the  several 
supplements  thereto  and  acts  amendatory  thereof,  for  the  purposes  hereinafter  men- 
tioned, and  to  that  end  we  do  by  this  our  certificate  set  forth: 

First.  That  the  name  we  have  assumed  to  designate  such  company  and  to  be  used 
in  its  business  and  dealing  is  ''The  American  Sugar  Refining  Company." 

Second.  That  the  place  in  this  State  where  the  business  of  such  company  is  to  be 
conducted  is  Jersey  City,  in  the  county  of  Hudson,  in  which  the  principal  part  of 
the  business  of  such  company  within  this  State  is  to  be  transacted;  tnat  the  pnncipal 
place  of  business  out  of  this  State  is  to  be  situated  in  the  city  of  Brooklyn,  in  the 
county  of  Kines,  in  the  State  of  New  York;  that  the  States  of  Maine,  Massachusetts, 
Connecticut^  New  York,  Pennsylvania,  Louisiana,  Missouri,  California,  and  Maryland 
are  the  other  States  of  the  United  States  in  which  it  proposes  to  carry  on  operations, 
and  that  the  objects  for  which  said  company  is  formed  are  the  purchase,  manufac- 
ture, refining,  and  sale  of  sugar,  molasses,  and  melads,  and  all  lawful  business 
incidental  thereto. 

That  the  business  which  is  to  be  carried  on  out  of  this  State  is  a  part  of  the  pur- 
chase, manu^ture,  refining,  and  sale  of  sugar,  molasses,  and  melads,  and  all  lawful 
business  incidental  thereto. 

Third.  That  the  total  amount  of  the  capital  stock  of  said  company  is  fifty  million 
dollars;  the  number  of  shares  into  which  the  same  is  divided  is  five  hundred  thousand, 
and  the  par  value  of  each  share  is  one  hundred  dollars. 

That  of  this  amount  one-half  will  be  general  stock  and  one-half  preferred  stock, 
and  that  the  holders  of  such  preferred  stock  shall  be  entitled  to  receive  from  the  sur- 
plus or  net  profits  arising  from  the  business  of  the  corporation  a  fixed  yearly  dividend 
of  seven  per  centum,  payable  semiannually  on  the  2nd  days  of  January  and  July  in 
each  year  before  any  dividend  shall  be  set  apart  or  paid  on  the  said  general  stock. 

Should  the  surplus  or  net  profits  arising  from  the  Dusiness  of  the  corporation  prior 
to  any  dividend  day  be  insumcient  to  pay  the  dividend  upon  preferred  stock,  such 
dividends  shall  be  payable  from  future  profits,  and  no  diviaends  shall  at  any  time  be 
paid  upon  general  stock  until  the  full  amount  of  seven  p>er  centum  per  annum  up  to 
that  time  upon  all  the  preferred  stock  shall  have  been  paid  or  set  apart  The  holders 
of  preferred  stock  shall  be  entitled  to  no  dividends  beyond  the  seven  per  centum 
aforesaid. 

The  amount  with  which  said  company  will  commence  business  is  eleven  thousand 
dollars,  all  of  which  shall  be  general  stock  and  which  is  divided  into  shares  of  the 
par  value  of  one  hundred  dollars  each. 

Fourth.  The  names  and  residences  of  the  stockholders  and  the  amount  of  shares 
held  by  each  are  as  follows,  viz: 


Names. 


rheo.  A.  Havemeyer 

Villlam  Dick 

08.  B.  Thomas 

^  O.  Matthiessen... 
no.  £.  Searles,  jr . . . 
[.  O.  Havemeyer . . . 
feo.  C.  Magoun 


Residences. 

Number  of 
shares. 

Mahwah.  N.  J 

(Twenty)  20. 

BPOoklyn,N.Y 

(Twenty)  20. 

Boston.  Mass 

(Twenty)  20. 

New  York.  N.  Y ......... . 

(Twenty)  20. 

Brooklyn.  N.  Y 

(Ten)  10. 

Orw?nw*c^.  CoTin  . 

(fen)  10. 

NewYork,N.  Y 

(Ten  10. 

Fifth.  The  period  at  which  said  company  shall  commence  is  the  tenth  day  of 
anuary,  1891,  and  the  period  at  which  it  shall  terminate  is  the  tenth  day  of  Janu- 
ry,  1941. 

»ixth.  The  directors  of  said  compan]^  shall  be  classified  in  respect  to  the  time  for 
hich  they  shall  severally  hold  office  in  three  classes.  Each  class  shall  contain  as 
3ar  as  may  be  one-third  of  the  whole  number  of  directors.  At  the  first  election  of 
i  rectors  the  first  class  shall  be  elected  for  a  term  of  one  year,  the  second  class  for  a 
rm  of  two  years,  and  the  third  class  for  a  term  of  three  years,  and  at  each  annual 
ection  after  the  first  the  successors  to  the  class  of  directors  whose  term  expires  in 


1  A  letter  accompanying  the  copy  of  the  certificate  of  incorporation  states  that  the  by-laws  can  not 
aent  on  request  without  special  vote  of  the  board  of  directors. 


1258       HEARINQS  BBFORE  THE  INDUSTRIAL  OOlfKlSSIOH. 

that  year  shall  be  elected  to  hold  office  for  the  term  of  three  yeai«,  so  that  the  t«m 
of  office  of  at  least  one  class  shall  expire  in  each  year. 

In  witness  whereof  we  have  hereunto  set  our  hands  and  seals  the  ninth  day  oi 
January,  1891. 

F.  O.  Matthibbbkn.       (s.) 

Jno.  E.  Seaslles,  Jb. 

H.  O.  Havemeybr. 

Wm.  Dick. 

Thbo.  a.  Hayemeteb. 

State  of  New  York,  City  and  County  of  New  York,  ss  : 

Be  it  remembered  that  on  this  ninUi  dav  of  January,  A.  D.  1891,  before  me,  Faok 
K.  Runyon,  personallv  appeared  Francis  0.  Matthiesson,  John  E.  Searles,  jr.,  Heniy 
O.  Ilavenieyer,  Theonore  A.  Havemeyer,  and  William  Dick,  who  I  am  sadmed  m 
the  perwHiH  named  in,  and  who  acknowledged,  theforeeoing  certificate,  and  I  having 
first  made  known  to  them  the  contents  thereof  they  did  each  acknowledge  that  thej 
sifted,  sealed,  and  delivered  the  same  as  their  voluntary  act  and  deed. 

In  witnt^Hs  whereof  I  have  hereunto  set  my  hand  and  affixed  my  official  seal  this 
9th  day  of  January,  A.  D.  1891. 

Frank  K.  Rcnyos, 
Magter  in  Chancery  of  Xew  Jme^. 

[Endorsed:]  *^ Recorded  in  Hudson  Co.,  N.  J.,  clerk's  office,  Jany.  9th,  1S91.  in 
Book  11  of  clerk's  record. 

*' Dennis  McLaughlin,  Cferi." 

[Endorsed:]  ''Filed  January  10,  1891. 

"Henry  C.  Kelsey, 
"Secretary  ofSUxU:' 


State  of  New  Jersey, 
depabrtment  of  state. 

I,  Geoi^  Wurts,  secretary  of  state  of  the  State  of  New  Jersey,  do  hereby  certiir 
that  the  foregoing  is  a  true  copv  of  the  certificate  of  incorporation  of  "The  Amerian 
Sugar  Kefinins:  Company,"  ana  the  endorsements  thereon,  as  the  same  is  taken  from 
and  compared  with  the  original  filed  in  my  office  on  the  10th  day  of  January,  A.  D. 
1K91,  and  now  remaining  on  file  therein. 

In  testimony  whereof  I  have  hereunto  set  my  hand  and  affixed  my  official  seal,  >t 
Trenton,  this  19th  day  of  August,  A.  D.  1899. 

[heal.]  George  Wubtb, 

Secreiary  of  -Safe 


UNITED  STATES  DYE-WOOD  AND  EXTRACT  COMPANY. 
[lO-oent  internal  revenue  stamp,  cancelled.] 
certificate  of  incorporation. 
[Rcgifitered  office  with  the  New  Jersey  Corporation  Quarantee  and  Trust  Company,  Ounden,  X.  J-] 

First  The  name  of  the  corporation  is  the  ''United  States Dye-Wood  and ExTRAcr 
Company." 

Second.  The  principal  office  in  New  Jersey  is  at  No.  419  Market  street,  Cwnden, 
New  Jersey.  Tne  New  Jersey  Corporation  Guarantee  and  Trust  Company  is  the  ageni 
therein  and  in  charge  thereoi,  ana  upon  whom  process  against  this  oorpomtioo  msj 
be  served. 

Third.  That  the  objects  for  which  and  for  each  of  which  this  corporation  is  formed 
are: 

To  manufacture,  buy,  sell,  deal  in  and  deal  with  dyewood,  extracts,  cheini«bj 
and  all  like  or  kindred  products;  to  manufacture,  prepare  for  market,  market  and  s^' 
the  same  and  any  articles  or  product  in  the  manunicture  or  composition  of  ^^ 
they,  or  either  of  them,  are  a  factor; 

To  buy,  sell,  manufacture,  refine,  manipulate,  import,  export,  and  deal  in  all  socd 
substances,  chemical  or  otherwise,  apparatus,  products  ancl  things  capable  of  beuif 
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used  in  any  such  basiness  aa  aforesaid  or  required  by  any  custotnerB  of  or  persons 
having  dealings  with  the  company. 

In  furtherance,  and  not  in  limitation,  of  the  general  powers  conferred  by  the  laws 
of  the  State  of  New  Jerse]^,  and  of  the  objects  and  purposes  as  herein  above  stated, 
it  is  hereby  expressly  provided  that  the  company  shall  have  also  the  following  powers; 
that  is  to  say: 

(a)  To  do  any  or  all  of  the  things  herein  set  forth  as  objects^  purposes,  powers  or 
otherwise,  to  the  same  extent  and  as  fully  as  natural  persons  might,  or  could  do,  and 
in  any  part  of  the  world,  as  principals,  agents,  contractors,  trustees  or  otiierwise. 

(b)  To  conduct  its  business  in  all  its  branches  and  have  one  or  more  offices,  and 
unlimitedly  to  hold,  purchase,  and  convejr  real  and  personal  property,  both  within 
and  without  the  State  of  New  Jersey,  and  in  all  other  states.  Territories,  and  colonies 
of  the  United  States,  and  in  all  foreign  countries  and  places,  subject  always,  however, 
to  the  laws  of  the  respective  States,  Territories,  colonies,  and  foreign  countries. 

(c)  To  manufacture,  purchase,  or  otherwise  acquire,  hold,  own,  sell,  asEO^,  and 
transfer,  invest,  trade,  deal  in  and  deal  with  goods,  wares,  and  merchandise  and  prop- 
ertv  of  every  class  and  description,  and  to  do  manufacturing  of  any  kind. 

(d)  To  purchase,  or  otherwise  aoj^uire,  to  hold,  own,  maintain,  work,  mine,  develop, 
to  sell,  or  otherwise  dispose  of,  without  limit  as  to  amount,  witiiin  or  without  the 
State  of  New  Jersey,  and  in  any  part  of  the  world,  real  estate  and  real  property  and 
any  interest  and  rights  therein. 

{e)  To  acquire  the  good  will,  rights,  and  property  of  all  kinds,  and  to  undertake 
the  whole  or  anv  part  of  the  sjasets  and  liabilities  of  any  person,  firm,  association,  or 
corporation,  ana  to  pay  for  the  same  in  cash,  stock  of  this  corporation,  bonds,  or 
otherwise. 

(/)  To  hold,  purchase,  or  otherwise  acquire,  to  sell,  assign,  transfer,  mortgage, 
pledee  and  otherwise  dispose  of  shares  of  the  capital  stock,  bonos,  or  other  evidences 
of  indebtednesB  created  by  other  corporation  or  corporations,  and  while  the  holder  of 
such  stock  to  exercise  all  the  rights  and  privileges  of  ownership,  including  the  right 
to  vote  thereon,  to  the  same  extent  as  a  natural  person  might  or  could  do. 

(g)  To  guarantee  the  payment  of  dividends  or  mterest  on  any  shares,  stocks,  deben- 
tures or  other  securities  issued  by,  or  any  other  contract  or  obligation  of,  any  corpo- 
ration. 

{h)  To  make  and  enter  into  contracts  of  every  sort  and  kind  with  any  individual, 
firm,  association,  corporation,  private,  public  or  municipal,  body  politic,  and  with  the 
Government  of  the  United  States,  or  any  State,  territory,  or  colony  thereof. 

It  is  the  intention  that  the  objects,  purposes,  and  powers  specified  and  clauses  con- 
tained in  this  third  paragraph  shall,  except  where  otherwise  expressed  in  said  para- 
graph, be  nowise  limited  or  restricted  by  reference  to  or  inference  from  the  terms  of 
any  other  clause  of  this  or  any  other  paragraph  in  this  charter,  but  that  the  objects, 
purposes,  and  powers  specified  in  each  of  the  clauses  of  this  paragraph  shall  be 
re^irded  as  independent  objects,  purposes,  and  powers. 

Fourth.  The  total  amount  of  the  capital  stock  of  said  corporation  is  to  be  ten  mil- 
lion dollars  ^10,000,000) ,  divided  into  one  hundred  thousand  (100,000)  shares  of  one 
hundred  dollars  ($100)  each.  Of  the  said  stock  sixty  thousand  (60,000)  shares, 
amounting  at  par  to  six  million  dollars  (16,000,000) ,  are  to  be  preferred  stock,  and 
forty  thousand  (40,000)  shares,  amounting  at  par  to  four  million  dollars  ($4,000,000) , 
are  to  be  common  stock. 

Upon  the  vote  of  a  majority  of  the  preferred  and  common  stock  issued  and  out- 
standing, irrespective  of  class,  the  directors  shall  have  the  power  to  create  deferred- 
stock  de  Dentures  which  shall  be  subordinate  to  the  common  and  preferred  stock,  both 
as  to  dividends  and  the  principal,  so  that  the  said  deferred-stock  debentures  shall 
not  be  entitled  to  any  dividend  or  interest  whatever  until  after  both  preferred  and 
common  stock  shall  have  in  any  one  year  received,  or  had  set  apart  for  payment,  a 
dividend  at  the  rate  of  six  per  cent  per  annum,  and  after  the  payment  of  a  dividend 
of  six  per  cent  in  any  year  to  the  stock,  preferred  and  common,  a  dividend  at  the  rate 
of,  but  not  exceeding,  six  per  cent  shall  be  paid  to  the  holders  of  the  said  deferred- 
stock  debentures,  but  it  shall  not  be  entitled  in  any  one  year  to  any  further  dividend 
or  interest.  In  the  event  of  lic^uidation  or  dissolution  of  the  company,  the  common 
and  preferred  stock  shall  be  paid  in  full  before  any  payment  shall  be  made  upon  the 
said  deferred-stock  debentures.  Said  deferred-stock  debentures  shall  have  no  voting 
power.  The  deferred-^stock  debentures  shall  always  be  subordinate  also  to  the  claims 
of  general  creditors  of  the  compan^^. 

The  rights,  privileges,  and  conditions  following  shall  attach  to  the  shares  aforesaid; 
that  is  to  say: 

(1)  The  common  stock  shall  be  subordinate  to  the  rights  of  the  preferred  stock, 
except  that  both  preferred  and  common  stock  shall  have  equal  voting  powers. 
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• 

(2)  The  corporation  shall  not  be  at  liberty,  without  the  consent  in  writing  firet 
obtained  of  the  holders  of  two-thirdfl  in  amoont  of  the  preferred  stock  Lasoed  tod 
outstanding— 

(a)  To  create  or  iflBoeany  other  or  further  shares  ranking  in  any  respect  pari  paaea 
with  or  in  priority  to  the  luoresaid  issue  of  16,000,000  of  preference  shiareB; 

(6)  Nor  to  create  anv  chiuge,  except  as  herein  provided,  upon  the  net  profits  of  the 
corporation  which  shall  not  be  subordinate  to  the  dividend  rights  of  the  preference 
shares: 

(c)  Nor  to  reserve  a  surplus  fund  which  shall  not  be  chargeable  with  the  payiDent 
of  tne  accrued  dividends  on  the  preference  shares. 

(3)  The  said  preference  shares  shall  carry  a  fixed  cumulative  preferential  dividend 
at  the  rate  of,  but  not  exceeding,  six  per  cent  (6%)  per  annum  on  theparMftlne 
thereof,  and  such  dividends  shall  be  declared  quarterly  on  the  second  days  of  Jan- 
uary, April,  July,  and  October  in  each  year,  or  at  such  other  times  as  the  board  of 
directors  or  the  executive  committee  shall  see  fit  and  determine. 

If  in  any  year  dividends  amounting  to  six  per  cent  (6%)  per  annum  shall  not  be 
paid  on  such  preferred  stock,  the  deficiency  shall  be  a  chuve  on  the  net  profits,  and 
be  payable,  but  without  interest,  before  any  dividends  shalibe  paid  upon  or  set  apart 
for  the  common  stock. 

(4)  The  balance  of  the  net  profits  of  the  coiporation,  after  the  payment  of  said 
cumulative  dividend  at  the  rate  of  six  per  cent  (6%)  per  annum  to  tae'holdera  of  the 
preferred  stock,  may  be  distributed  as  dividends  among  the  holders  of  the  general  or 
common  stock  as  and  when  the  board  of  directors  or  executive  committee  shall  in 
their  discretion  determine. 

(5)  In  the  event  of  the  liquidation  or  dissolution  of  the  corporation  the  sarplo? 
asHets  and  funds  thereof  shall  be  applied  in  the  first  place  in  repaying  to  the  holaers 
of  the  aforesaid  cumulated  preference  shares  the  full  amount  of  the  principal  thereof, 
and  the  accrued  dividends,  if  any,  charged,  but  without  interest,  before  any  amount 
shall  be  paid  upon  the  common  stock,  and  after  such  payment  in  full  to  the  holden 
of  said  cumulative  preference  shares  the  surplus  assets  and  funds  shall  be  devoted  to 
the  payment  of  the  principal  in  full  of  the  common  stock,  and  thereafter  to  the  ^y- 
ment  of  the  principal  of  any  deferred-stock  debentures  issued  and  outstanding. 
Thereafter  the  surplus  funds  and  assets  shall  belong  to  and  be  divided  among  the 
holders  of  the  common  shares. 

From  time  to  time  the  preferred  and  conmion  stock  may  be  issued  in  such  amoont 
and  proportion  as  shall  be  determined  by  the  board  of  directors,  in  accordance  with 
the  laws  of  the  State  of  New  Jersey. 

Fifth.  The  directors  of  the  corporation  shall  be  divided  in  respect  to  the  time  for 
which  they  shall  severally  hold  ofi&ce  into  five  classes,  equal  in  number.  The  fii^ 
class  shall  be  elected  for  a  period  of  five  years;  the  second  class  for  a  period  of  fonr 
years;  the  third  class  for  a  period  of  three  years;  the  fourth  class  for  a  period  of  two 
years,  and  the  fifth  class  for  a  period  of  one  year;  and  at  each  annual  election  after 
1899  the  succeasors  to  the  class  of  directors  whose  terms  expire  in  such  year  shall  be 
elected  to  hold  ofi&ce  for  five  years,  so  that  the  term  of  ofice  of  at  least  one  clasB  shall 
expire  in  each  year. 

In  case  of  an  increase  in  the  board  of  directors  between  the  annual  election  by  the 
stockholders,  the  newly  created  directorships  shall  be  and  be  construed  as  vacancieB 
until  the  next  annual  election,  to  be  filled  forthwith  by  the  board. 

Sixth.  The  names  and  poet-office  address  of  the  incorporators  and  the  number  of 
shares  of  common  stock  subschl)ed  for  by  each,  the  aggregate  of  which  $1,000  is  the 
amount  of  capital  stock  with  which  this  corporation  will  commence  businesB,  are  ss 
follows: 


Name. 


James  B.  Dill 

Henry  T.Wills 

Frederick  W.  Garvin 


P.  O.  address. 


Number  of 

common 

stoci^. 

27  Pine  street,  New  York  City J 

Boston,  Mass J 

27  Pine  street,  New  York  City i 


Seventh.  The  duration  of  the  corporation  is  to  be  perpetual. 

Eighth.  1.  The  corporation  shall  have  no  power  to  mortgage  its  real  property, 
except  upon  the  assent  in  w^riting  first  obtained  of  the  holders  of  two-thiras  of  the 
issued  preferred  stock  hereiiil)efore  described,  or  upon  the  affirmative  vote  of  the 
holders  of  a  maioritv  of  the  said  preferred  stock  at  a  meeting  of  the  preiexred  stock- 
holders duly  called  for  that  purpose,  and  upon  such  assent  so  obtained,  or  upon  aicn 
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affinnative  vote  so  had,  and  not  otherwieei  the  corporation  shall  have  power  to  mort- 
&m  its  real  property  to  secure  an  issue  of  bonas  or  otherwise:  Provided^  hov)ever, 
This  limitation  shall  apply  only  to  mortgages  other  than  purchase-money  mortgages 
on  the  acquisition  of  property,  which  purchase-money  mortgages  shall  cover  only  tlie 
property  acquired. 

2.  The  board  of  directors  shall  have  ppwer  without  the  assent  or  vote  of  the  stock- 
holders to  make,  ^ter,  amend,  and  rescind  the  by-laws  of  this  corporation,  and,  sub- 
ject always  to  the  payment  of  the  dividends  on  the  preferred  stock,  to  fix  the  amount 
to  be  reserved  as  working  capital. 

3.  With  the  assent  in  writmg  or  pursuant  to  the  vote  of  the  holders  of  two-thirds 
of  all  tiie  stock,  irrespective  of  class,  issued  and  outstanding,  the  directors  shall  have 
power  and  authority  to  sell,  assign,  transfer,  convey,  or  otherwise  dispose  of  the  prop- 
erty and  assets  of  this  corporation  as  an  entirety  on  such  terms  and  conditions  and 
for  such  consideration  as  the  directors  shall  deem  fit,  ri^ht,  and  just. 

4.  The  board  of  directors,  and  when  the  board  is  not  m  session  the  executive  com- 
mittee, in  addition  to  the  powers  and  authorities  by  statute  and  by  the  by-laws 
expressly  conferred  upon  them,  are  hereby  empowered  to  exercise  all  such  powers 
and  to  do  all  such  acts  and  things  as  may  be  exercised  or  done  by  the  corporation,  but 
subject,  nevertheless,  to  the  provisions  of  the  statute,  of  the  charter,  and  to  any  regula- 
tions that  may  from  time  to  time  be  made  by  the  stockholders:  Provided^  That  no 
regulations  so  made  shall  invalidate  any  provisions  of  this  charter,  or  any  prior  acts 
of  the  directors  or  the  executive  committee  which  would  have  been  vahd  if  such 
r^ulations  had  not  been  made. 

5.  There  shall  be  an  executive  committee  of  five  members,  who  shall  be  elected 
bjr  the  stockholders  from  the  directors,  and  hold  office  as  hereinafter  provided.  The 
said  committee  shall  have  and  exercise  all  the  powers  expressly  conferred  upon  it  by 
this  certificate  of  incorporation,  and  also  all  the  powers  of  the  board  of  directors 
whenever  a  quorum  shall  fail  to  be  present  at  any  stated  or  other  meeting  of  the 
bo»d,  and  as  well  at  all  times  whenever  the  board  shall  not  be  in  session,  and  shall 
have  power  to  affix  the  seal  of  the  corporation  to  all  papers  which  they  may  deem  to 
require  it 

The  committee  shall  have  power  to  make  rules  and  regulations  for  the  conduct  of 
its  business  and  to  determine  how  many  members  thereof  shall  constitute  a  quorum. 

The  officers  of  the  committee  shall  be  a  chairman,  a  vice-chairman,  and  a  secretary, 
who  shall  hold  office  durins  the  term  of  their  office  as  members  of  the  conimittee,  and 
shall  be  elected  by  the  stockholders. 

At  all  meetings  of  the  committee  all  questions  shall  be  decided  by  a  majority  of 
votes,  and  in  case  of  an  equality  of  votes  the  chairman,  and  in  his  absence  the  vice- 
chairman,  and  in  the  absence  of  both  the  secretary,  shall  have  a  second  and  deciding 
vote. 

The  stockholders  shall,  at  their  first  meeting,  elect  by  ballot  the  said  committee  of 
five  members  from  the  directors  elected  at  such  meeting,  and  the  said  officers  thereof. 

The  stockholders  shall  determine  and  fix  the  compensation  to  be  paid  to  the  mem- 
bers of  the  committee  and  to  any  of  the  officers  thereof  as  such,  and  the  compensa- 
tion of  any  member  or  officer  of  the  committee  so  fixed  shall  not  be  diminished 
doring  his  tenure. 

At  every  annual  meeting  after  the  first  meeting,  whenever  the  term  of  office  of  any 
member  or  officer  of  the  committee  shall  expire,  the  stockholders  shall  elect  a  suc- 
cessor.   Any  member  of  the  committee  may  be  elected  to  succeed  himself. 

Any  director,  irrespective  of  class,  is  eligible  to  election  as  a  member  of  the  exec- 
utive committee. 

The  term  of  office  of  each  member  of  the  committee  shall  be  coextensive  with  the 
term  of  his  office  as  director,  unless  the  stockholders,  at  the  time  of  his  election,  shall 
fix  a  shorter  period  or  term  of  office,  which  they  shall  have  power  to  do.  Any  mem- 
ber of  the  committee  who  shall  cease  to  be  a  director  of  the  company  shall  ipso  facto 
cease  to  be  a  member  of  the  committee. 

Neither  the  directors  nor  the  members  of  the  executive  committee  nor  the  presi- 
dent nor  the  vice-president  shall  be  subject  to  removal  during  their  respective  terms 
of  office,  nor  shall  their  terms  of  office  be  diminished  during  their  tenure. 

All  vacancies  in  the  executive  committee  shall  be  filled  mr  the  unexpired  term 
from  the  directors  bv  the  remaining  members  of  the  committee. 

6.  The  directors  shall,  from  time  to  time,  determine  whether,  and  to  what  extent, 
and  at  what  times  and  places,  and  under  what  conditions  and  r^ulations,  the 
accounts  and  books  of  the  corporation,  or  any  of  them,  shall  be  open  to  the  inspec- 
tion of  the  stockholders;  and  no  stockholder  shall  have  any  right  to  inspect  any 
account,  or  book,  or  document  of  the  corporation,  except  as  con&rred  by  statute  of 
New  Jersey  or  authorized  by  the  directors. 
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7.  The  directors  shall  have  power  to  hold  their  meetings,  to  have  one  or  more 
offices,  and  to  keep  the  books  oi  the  corporation  (except  the  stock  and  transfer  books) 
outside  of  this  State,  at  such  places  as  may  from  time  to  time  be  designated  bv  tbem. 

The  undersigned,  for  the  purpose  of  forming  a  corporation  in  pursuance  of  an  act 
of  the  Ic^slature  of  New  Jersey  entitled  "An  act  concerning  corporations'*  (Revi- 
sion of  1896)  and  the  various-acts  amendatory  thereof  and  supplemental  thereto,  do 
make,  reconl,  and  file  this  certificate,  and  do  respectively  agree  to  take  the  namber 
of  shares  of  stock  hereinbefore  set  forth,  and  accordingly  hereunto  set  our  hands  and 
seals. 

Dated  Camden,  N.  J.,  March  3,  1899. 


Jambs  B.  Dill. 
Hbnry  T.  Wilw. 
Frbdsrick  W.  Gabvin. 


L.S. 
L.8. 

;  I 


In  tlie  presence  of — 

Gbo.  W.  Mark. 

Jamw  B.  Dill, 

SoiicUor,  g?  Pine  SL,  New  York  Ciiy. 

Statk  of  Nbw  York,  OcmrUy  of  New  Yarky  ».■ 

Be  it  remembered  that  on  this  third  day  of  March,  A.  D.  eighteen  hundred  and 
ninety-nine,  before  me,  a  commissioner  of  deeds  for  the  State  of  New  Jersey,  rmir 
ing  in  New  York,  personallv  appeared  James  B.  Dill,  Henry  T.  Wills,  and  Frederick 
W.  Garvin,  who  I  am  satisned  are  the  persons  namea  in  and  who  executed  the  fore- 
going certificate,  and  I  having  first  made  known  to  them,  and  each  of  them,  the 
contents  thereof,  they  did  each  acknowledge  that  they  signed,  sealed,  and  deliTend 
the  same  as  their  voluntary  act  and  deed. 

Gbo.  W.  Mam, 
A  Commiseioner  of  Deeds  for  the  State  of  New  Jersey ,  residing  in  New  Ycrl 

[lO-cctit  I.  R.  stamp,  oaoc«l9d.] 
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MST  OP  WITNESSES. 


General  aspects  of  combinations:  ^^^^f^- 

Thurber,  F.  B. ,  president  United  States  Export  Association 3 

Dowe,  P.  E. ,  president  Commercial  Travelers'  National  League 25 

Su^ar  combinations: 

Boynitsky,  Stephen  N.,  assistant  chief  customs  division  of  the  Treasury 

l!)epartment 43 

Smith,  G.  Waldo,  president  Wholesale  Grocers'  Association  of  New  York 

City 55 

Mas,  Ernest,  former  chemical  engineer  Glucose  Sugar  Refining  Company . .  72 

DoBcher,  Claus,  independent  sugar  refiner 87 

Havemeyer,  Henry  6.,  president  American  Sugar  Refining  Company 101 

Jarvie,  James  N.,  memmr  firm  of  Arbuckle  Brothers 138 

Post,  James  H.,  commisBion  merchant  in  sugar 147 

Whisky  combinations: 

Clarke,  Charles  C,  independent  distiller,  Peoria,  111 167 

McNuIta,  John,  receiver  Distilling  and  Cattle  Feeding  Company 192 

Cook^  Martin  R.,  wholesale  liouor  dealer  and  distiller 240 

Luyties,  Henry  E.  G. ,  wholesale  liquor  dealer  and  distiller 250 

Standard  Oil  Company: 

Lee,  J.  W.,  president  of  three  independent  pipe-line  organizations 261 

Monnett,  F.  S..  attorney-general  of  Ohio 297 

Clark,  W.H.,  former  agent  of  Standard  Oil  Company 330 

Davis,  T.  F. ,  independent  producer  and  refiner,  Marietta,  Ohio 351 

West^te,  T.  B.,  independent  refiner  and  officer  in  independent  oil  organi- 
zations    365 

Lockwood,  M.  L.,  independent  producer  of  oil 383 

Boyle,  P.  C.,  editor  ana  proprietor.  Oil  City  Derrick 404 

Mathews.  B.  A.,  selling  agent  of  Standard  Oil  Company 491 

Archbola,  John  D.,  vice-president  Standard  Oil  Company  of  New  York..  506 
Phillips^  Thomas  W.,  independent  producer  and  officer  in  independent  oil 

organizations 589 

Emery,  Lewis,  independent  refiner  and  officer  in  independent  oil  organ- 
izations   602 

Gall,  Andrew  D.,  manager  Gall-Schneider  Oil  Company,  Montreal 672 

Rice,  Geoiige,  independent  producer  and  refiner 686,793 

Page,  Howaiti,  vice-president  Union  Tank  Line  Company 755 

Rockefeller,  John  D. ,  president  Standard  Oil  Company 794 

Dodd,  S.  C.T.,  solicitor  Standard  Oil  Company 798 

Sngrar  combinations  (resumed): 

Atkins,  Edwin  F.,  manufacturer  and  importer  of  sugar 801 

Whisky  combinations  (resumed): 

Bradley,  Edson,  vice-president  Distilling  Company  of  America 813 

Rice,  »Eunuel  M. ,  president  Distilling  Company  of  America 831 

Tin-plate  combination: 

Graham,  W.  T.,  second  vice-president  American  Tin  Plate  Company 849 

Wheeler,  F.  S.,  treasurer  American  Tin  Plate  Company 863 

Reid,  Daniel  G.,  president  American  Tin  Plate  Company 865 

Griffiths,  William,  manu&tcturer  of  tin  plate 887 

Going,  H.  F.,  retired  canner  and  manufacturer  of  tin  cans 915 

Greer,  Geoive,  district  manager  American  Tin  Plate  Company 922 

Taylor,  Nathan  A. ,  independent  tin-plate  manufacturer 931 

National  Steel  Company: 

Reis,  William  E.,  president  Nationiil  Steel  Company 943 

1263 


1264      THE  IKBUSTBIAL  COMMISSION: ^INDUSTRIAL  COMBINATIONS. 

American  Steel  Hoop  Oompaay :  i^ 

Guthrie,  Charles  8. ,  presiaent  American  Steel  Hoop  CV>mpany 953 

Tin-plate  and  ateel  companies: 

Moore,  William  H. ,  promoter  of  American  Tin  Plate  Company,  etc 950 

Federal  Steel  Oompany: 

Stetson,  Francis  L.,  counselor  at  law 9® 

Gary,  Elbert  H.,  president  Federal  Steel  Company 962 

American  Steel  and  Wire  Company: 

Gates,  John  W. ,  chairman  American  Steel  and  Wire  Company l(0t 

Pam,  Max,  attorney  at  law 10S4 

National  Shear  Ck>mpcui7: 

Pearson,  James  C,  private  banker 1041 

Wise,  F.  C.  J.,  vice-president  National  Shear  Company IMS 

International  Silver  Company: 

Dodd,  Samuel,  president  International  Silver  Company 1049 

Watrous,  William  H. ^  director  International  Silver  C-ompany 1062 

Rogers,  N.  Burton,  vice-president  of  C.  Rogers  &  Bros 10S6 

State  corporation  laws  ana  transfer  companies: 

Dill,  «James  B. ,  attorney  at  law 1077 

Wood,  Howard  K.,  assistant  secretary  Corporation  Trust  Company  of  New 

Jersey 1*1® 

Hanself,  Frank  R.,  secretary  New  Jersey  Guarantee  and  Trust  Company.  1094 

Marwick,  James,  auditor  Corporation  Trust  Company  of  New  Jersey 1096 

Garvin,  James  S.,  assistant  secretary  New  Jersey  Registration  and  Trust 

Comwmy 1098 

Ryan,  Dennis  B. ,  attorney  at  law 1099 

Km^,  Charles  N. ,  secretary  New  Jersey  Corporations  Agency 1106 

Nevins,  Andrew  P.,  attorney  at  law 1111 

Smith,  J.  Ernest,  attorney  at  law 1119 

Edgerton,  Charles  E.,  Ithaca,  N.Y 1123 

Sawyer,  W.  L.,  secretary  Corporation  Trust  Company  of  Delaware 1125 

M vers,  James  J. ,  member  of  the  legislature  of  Massachusetts 11^7 

Legislation — ^Public  control: 

Dos  Passos,  John  R.,  attorney  at  law 1139 

Allen,  Charles  C. ,  attorney  at  law 1177 

Huff  cut,  Ernest  W. ,  professor  at  Cornell  University  Law  Scho<>l 1511 

Appendix — ^Charters  and  By-Laws 1221 
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(See,  also,  special  index  lor  Standard  Oil  Company) . 


Addyston  Pipe  Gompahy:  i^e. 

Decision  concerning,  discussed.  Doe  Passoe,  1175;  Allen,  1186, 1196;  Huifcut,  1214 
Adulteration: 

Com  flour,  mixture  with  wheat Mas,  73,  77,  79 

Com  oil,  mixture  with  various  other  oils Mas,  73,  74 

Government  regulation,  advocated   Havemever,  1 28 

Whiskies,  no  injurious  articles  used...  Clarke,  171,  180,  185;  McNulta,  230,  231 
Advantages  of  combinations.     (See  Effects,  Economies.) 
Advertising: 

Economy  in,  by  combination Bradley,  829> Rogers,  1070 

Monopoly  due  to.  Intimate Smith,  70,  71 

Agents  ox  corporations: 

Provisions  concerning  maintenance  in  State,  New  Jersey Dill,  1077,  1076 

West  Virginia Nevins,  1112-1115, 1118, 1119 

Number  of  corporations  represented  by,  New  Jersey King,  1106 

Methods  of  appointment,  business,  etc..  New  Jersey Ryan,  1I0O-1105; 

King,  1106,  1107,  1111 

Methods  of  business,  Delaware Sawyer,  1126^1127 

Trust  companies,  New  Jersey,  description  of  business Wood,  1089-1094; 

Hansen,  1094-1096;  Marwick,  1096,  1097;  Garvin,  1098,  1099 
Aggregation  of  capital.     (See  Capital.) 
Agricultural  products: 

Prices  fixed  by  foreign  markets Thurber,  11 

Alcohol: 

Manufacturing  and  arts,  desirability  of  increased  use McNulta,  227,  234; 

Rice,  846 

Taxation McNulta,  225-227;  Bradley,  829;  Rice,  846 

American  Spirits  Mctnufacturing  Compctnv.     (See  Whisbj  combinations.) 
Americctn  Steel  and  Wire  Gompctny,   of  New  Jersey    {sole  witness, 
Gates)  : 

American  Steamship  Company,  relation  to 1007 

American  Steel  and  Wire  Company  of  Illinois,  relation  to 1019-1021 

Plants  and  output  controlled  by 1005, 1028 

Barbed  wire — 

Practical  monopoly  of  output  through  patents 1009, 1010, 1033 

Prices 1009,1033 

Capitalization — 

•  Amount  and  classes  of  stock 1020, 1021 

Bonded  debt  of  constituent  companies 922, 923 

Cost  of  plants,  working  capital,  etc 1020,1021,1032 

Trade-marks,  good  will,  etc.,  value  of 1021, 1022 

Carnegie  Steel  Company,  no  direct  relation  to 1023 

Cause  of  combination  not  excessive  competition 1033 

Coal  mines,  ownership  of 1005, 1023 

Competition  and  competing  establishments — 

Advantage  of  combination  in  securing  large  buyers 1024 

Excessive,  not  cause  of  combination 1033 

No  attempt  to  prevent 1022,1023 

Strength  of 1015,1016,1022 

Independent  plants,  offer  to  sell  out  to  combination 1024 

Purchase  of  material  from  combination 1024 

No  agreement  with 1010,1011,1022 

Wire  fencing,  no  agreement  as  to  prices 1022, 1031 
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American  Steel  and  Wire  Ckxmpany,  of  Neiw  Jeney— Continued.  ^^ 

Cost  of  production,  redaction  during  post  twenty  yean 10Q6,10S 

Wastein  rolling,  amount  of lOtt 

Debto,  bad,  reduction  in,  by  combination 1090 

DiWdends,  conmion  stock,  reasons  for  not  paying  on 1(64 

Economies  of  combination — 

Closing;  of  plants,  reasons  for 1028,10& 

Combmation  of  oifferent  branches  of  industry lCi30 

Debts,  bad,  reduction  in 10& 

Freights,  saving  by  shipments  from  nearest  plants « . .      1690 

Officers  and  salaries,  savings  in 1029 

Bupenntendence,  best  former  ability  retained 1034 

Traveling  men  disp^ised  with 101S,109) 

Exportation  of  product — 

Advantages  of  building  up  foreign  market 1015 

Conditions  of  competition  with  foreign  producers 101W0I8 

Combination,  tendency  of,  to  increase 1016 

China  and  Japan,  amount  of  trade  with KSH 

England,  large  exportation  to 1015 

Advantages  of  United  States  in  manufacture 1014 

Prices  lower  than  domestic;  reasons lOlS^' 

FedoralSteel  Company ,  no  direct  relation  to 102S 

Freighte,  no  special  rates  or  rebates lOSl 

Rail  rates,  Lake  Erie  to  Pittsburg 1007 

Savings  by  shipments  from  nearest  plant, 1096 

Ciermany,  conditions  of  production  and  exportation 1014, 1016, 1018 

Syndicates  in  iron  and  steel  industry 1017,1018 

International  combination,  attempt  to  form 1017, 1018, 10S4 

Iron  and  steel  industries — 

Combinations,  control  by 1025 

Combinations,  relations  between 1023, 102T 

Export  trade,  conditions  of 1014-1018 

Iron  ore,  output,  increase 1^ 

Prices,  recent  increase  in 1006, 1035 

iTon,  pig,  increase  of  output 1006 

Labor  (see  also  Wages)  — 

'  --    -■    Amalgamated  Association  not  recognized 1011,1012 

Employees,  numberof 1012 

Lake  freights,  cost  of  transportation,  estimated 100? 

Rates,  increaseof 1006,1001 

Mines,  ownership  of 1000, 1005, 1006,  Ig 

National  Steel  Company,  no  direct  relation  to 103S 

Nails,  wire— 

Independent  manufacturers,  no  agreement  with 1010, 1011, 10s 

Output,  proportion  controlled  by  combination 1006, 1010 

Prices,  increase  of l^^J 

Patents,  few  in  manufacture  of 1009,  lOW 

New  Jersey,  reasons  for  incorporating  in  (Pam) 1^ 

Organization,  history  and  description — 

Certificate  of  incorporation  and  by-laws 1348-1356 

American  Steel  and  Wire  Company  of  Dlinois,  relation  to lOlWOSJ 

History  of  movement ^^^^^S 

Method  of  acquiring  plants ^^'S 

Plants  entering  comomation,  list  of 1^ 

Plants  afterwards  closed,  reasons  for  buying ^^^^ 

Dissolution  of  indei)endent  companies 1^ 

Promoters'  profits ^^ 

Stock,  exchange  of lOlNOfl 

Output  of  products — 

Closing  of  plants,  reasons  for ^^  S 

Increase  during  past  twenty  years —.-.      }J^ 

Increase  since  combination ^^^ISn 

Proportion  controlled  by  combination 1005, 1009,  lOW 

Barbed  wire,  practical  monopoly  through  patents 1009, 1010, 1^ 

Ixtuitfi,  control  of: 1009,1010,1^ 

Saving  of  law  suits,  concerning 1^ 


OENEBAL   INDEX   OF  TESTIMONY.  1267 

American  Steel  ctnd  Wire  Cknnpctny ,  of  New  Jersey — Ck>ntmaed. 

Prices —  Pa««. 

Barbed  wire 1009,1033 

Decline  daring  past  twenty  years 1008 

Difference  according  to  quantity  purchased 1011 

Increase  since  combination,  amount  and  causes 1009, 1010 

Iron  ore,  recent  increase  in 1006, 1025 

Contract  to  purchase,  at  lower  price 1006, 1025 

Marffin  between  raw  and  finished  product  deceptive 1008 

Steel,  Iligh  prices  paid  by  Wire  Company 1025 

Reasons  for  high  prices 1026,1027 

Products,  description  of,  proportion  of  output 1005, 1010 

Promoters,  profits  of 1031 

Salesmen,  cuspensed  with 1018,1030 

Steel— 

<f         Combinations,  contipl  by 1023 

Prices,  highpEud  by  Wire  Company 1025 

Prices,  reasons  for  recent  increase : 1026,1027 

Purchase  from  other  combinations  by  Wire  Company 1026 

Steel  companies,  no  relation  to  other 1023,1027 

Tariff  (see  also  Exportation) — 

Cost  of  living  m  Amencaand  Europe 1014 

Germany,  Government  assistance  to  exportation 1016 

Protection  necessary,  reasons 1013-1016 

Transportation,  relation  to 1013 

Wages,  relative  in  America  and  Europe 1013,1014 

Transportation.     (See  FreightSy  Lake  Freights.) 
Wages — 

Fixed  byannual  agreement 1012 

Increase  since  combination 1011, 1012 

Influences  determining 1012 

Sliding  scale,  increase  under 1011,  1012 

Wire,  barbed.     (See  Barbed  Wire,) 

Wire  fencing,  no  agreement  as  to  prices 1031 

Wire  nails.     (See  ivbi^s.) 
Wire  and  wire  rods — 

Growth  of  industry,  described 1008 

Proportion  of  output  controlled,  competition,  etc 1006, 

1009-1011,  1022-1024 

Prices 1006,  1008-1011  i/ 

Woven  wire,  control  of  output,  prices,  etc 1011,  1022 

American  Sugar  Refining'  Company.     (See  Sugar  cornbination,) 
Americctn  Steel  Hoop  Companv  (sole  witness^  Guthrie)  : 

Amalgsunated  Association,  influence  on  wages 955 

Capitalization,  amount  of  common  and  preferred  stock 953 

Economies — 

Comparison  of  result  in  different  mills 953, 954 

Freight,  saving  of  crossing 953 

Management,  younger  and  more  competent  men  employed 953, 954 

Office  expenses,  reduction 953 

Selling  exi)en8e8,  reduction 954 

Spedfuization  of  plants 953 

Export  trade,  possibility  of  competition  over  entire  world 956 

National  Steel  Company,  relation  to 957 

Organization  and  nature  of  business 953 

Plants  entering  combination 954 

Prices,  increase,  in  comparison  with  raw  materials 954  i^ 

Products,  description 953 

Promotion,  profits  of,  referred  to 957 

Steel,  advantage  of  relation  to  steel  companies 957 

Steel,  increase  in  prices 954 

Tariff ,  necessity  of 955,956 

Wages,  increase  under  combination 954 

Fixed  byannual  agreement,  sliding  scale 955 

American  Tin  Plate  Company: 

Black  plate  (see  also  Dippina  esiabliskmenis,  Jobbers^  Machmery) — 

Pinerence  from  other  sheet  iron Griffiths,  890 
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American  Tin  Plate  Company — Continued.  ^^ 

Biiyinf?  of  supplies  in  large  quantities,  saving Reid,  877;  Griffithei,  913,914 

Can  manufacturers — 

Injurious  effects  of  combination  not  yet  felt Going,  921 

Rhortageof  tin  plate,  1899 Going,917,91* 

Quality  of  tin  plate,  importance  of Going,917,9^ 

Canned  goods- 
Relation  of  tin-plate  industry  to Going,917-S21 

Combinations  in  manufacture  of Going,918,919 

lAbor,  conditions,  wages,  unions,  etc Goiuj^i  919,©) 

Competition  of  elass  cans  with  tin  cans Going,  92f 

Capitalization  (seeaTso  Organuation) — 

Amount  of  stocks  authorized  and  issued Graham,  850;  Bod,SS3 

Ktock  issue  and  disposition  of Graham,  857;  Reid,  866;  Moore,  960-^ 

Promotion,  stocks  issued  for Reid,  866;  Griffiths,  911 ;  Moore,  960,963 

Cost  and  value  of  plants,  estimated Reid,  886;  GriffithssSll 

Preferred  and  common  stock  double  cash  value Gmham,  851,  J^; 

Reid,  884;  Moore. 93 

(iood  will,  relation  to  cost  of  plant HTieeler,  864; 

Mooie,  962;  Graham,  851;  Beid,  SS4 

Price  paid  for  plants,  impossibility  of  statement Moore,  9£2 

Cost  of  reproducing  plants,  estimated Graham,  862;  Griffiths,  9U 

Ownership  of  stock  by  employees Moore,  961 

Running  capital,  amoimt  necessary Reid,  887 

Stock,  valueof Grfth«n,8e9 

Causes  of  combination — 

Excessive  competition  and  losses Graham,  854; 

Reid^  866,867,885;  Greer,  925;  Taylor,  941 

Purpose  to  restrict  cutthroat  competition Greer,  929 

Unprofitable  business,  denied Griffiths,  897, 898,  901, 9(S 

No  necessity  for  combination Griffiths,  901;  Tavlor,  9*1 

Tariff  not  cause  of  combination Reid,  881;  GrifSths,9I^ 

Closing  of  plants — 

Proportion  of  mills  idle Griffiths,  907 

Dismantling  of  plants  and  reasons  for Graham,  853;  Reid,  ^^ 

Irregular  operation  since  combination Griffiths. .« 

Injurious  effect  on  labor Griffiths,  904, 90( 

Discrimination  a^inst  certain  plants Griffiths,  904-906;  Greer,  925, 9^ 

Intended  to  facilitate  reduction  of  wages Griffiths, 906 

Reasons  for Griffith8,914;  Greer, 924, 926, 937 

Competing  plants  (see  also  Dipping  &AMi9hmeiU») — 

Purj)Ofle  of  combination  to  suppress Griffiths,^ 

Difficulty  of  securing  machinery,  discussed Griffiths,  88MS0; 

Graham,  852;  Reid,  875;  Taylor,  938,^39 

Griffiths,  William,  erection  of  competing  plant  bv Griffiths,  887, 893,  J^ 

Cost  of  production,  relative Reid,  885, 886;  Griffiths,  ^-^^ 

Wages  n  o t  cu  t  by Eeid,  8» 

Cost  of  plants.     (See  Capitalizati(m,  Organization,) 

Cost  of  production — 

Eleinents  entering  into Greer,  928 

Excensive  when  industry  first  established Beid,^^^ 

Early  statistics, discussed Griffiths,902;  Greer,923,9?l 

Increase  in  cost  of  materials  and  labor Giahamt^'^ 

Reid,  885;  Griffiths, 9i^ 

Estimated  at  different  prices  of  steel Griffiths,^ 

Prices  of  raw  material,  statistics  of Reid,  ^^ 

Relative  of  combination  and  competitors Graham.  J^^ 

Reid,  885;  Griffiths,  899,^] 

Wages,  increase  of Graham,  853;  Reid,  869-^*j! 

Waste  in  rolling  steel .^®**^^ 

Description  of  business Graham,  849;  Griffiths,  wj 

Boxes,  contents,  amount  of  steel,  etc  . . .  Graham,  849;  Reid,  867;  Greer,  9w 

Dipping  establishments —  ^ 

Methods  of  business Graham,^ 

Number  of  independent  plants Graham,»j 

Reasons  for  establishing  dipping  plant  only Taylor,  »i 

Relation  to  American  Tin  rlate  Company'. Taylor,  933, 937, 94*/ 
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• 

▲znerican  Tin  Plate  Company — Continued. 

Dipping  establishments — Continued.  ^^e- 

Attempt  to  suppress  competition  of,  refusal  to  sell  plates Griffiths,  895 

896,899 

Denied Graham,  850;  Greer,  924, 928 

Large  sales  recently  made  to,  by  combination Greer,  924,  928 

Irresponsible,  desirability  of  discouraging Greer,  924 

Unable  to  obtain  supply  except  from  combination . .  Griffiths,  894 ;  Taylor,  933 

Contracts,  existing,  for  supply  of  material Taylor,  933 

Unable  to  sell  as  cheaply  as  combination Greer,  928 

Prosperity  of  business,  N.  &  G.  Taylor  Company Taylor,  935 

Dismantling  of  plants Graham,  863;  Reid,  876 

Dividends,  numoer  paid,  and  future  prospects Graham,  856 

Economies — 

General  discussion Graham,855;  Reid,886;  Greer,929;  Griffiths,913 

Consumer  does  not  profit  by Griffiths,  910 

Burring  of  supplies  in  lai^ge  quantities Reid,  877;  Griffiths,  913, 914 

Freights,  shipment  from  nearest  plimt Graham,  855, 856; 

Reid,  877, 886;  Griffiths,  913-  Taylor,  942 

Labor,  no  reduction  in  amount  per  unit Graham,  860; 

Reid,  876;  Griffiths,  899 

Laige  and  improved  plants Graham,  855 

Six  mills  limit  of  economy Griffiths,  915 

Patents,  slight  importance  of Graham,  861 

Processes,  few  new  methods  of  manufacture Graham,  860 

Selling  of  ^[oods,  agents,  ete.,  saving Graham,  855;  Reid,  877 

Specisuization  of  manufacture  in  particular  plants Reid,  877 

Superintendence,  personal,  by  owner,  superiority  of Griffiths,  899, 900; 

Taylor,  941 

Previous  mana^rs  chiefly  retained Reid,  877;  Greer,  929 

Exportation,  not  likely  in  immediate  future Reid,  882 

Freights,  shipment  from  nearest  plant,  economy  of Graham,  855, 856; 

Reid,  877, 886;  Taylor,  942 

Special  rates,  denied Graham,  856 

Good  will.    (See  Capitalization.) 
Griffiths,  William- 
Sale  of  plant  and  erection  of  new  plant Griffiths,  887, 893, 896 

Position  as  tin-plate  manufacturer,  discu^ed Greer,  923 

Importation.    (See  Tariff,) 
Jobbers — 

Brands,  manufacture  under  special Graham,  852;  Reid,  875 

Must  be  assigned  to  the  combination Griffiths,  891-893 

Form  of  contract  concerning  assignment  and  manufacture  . . .  Griffiths, 

891, 892 

Exclusive  purchase  of  goods  from  combination  required Griffiths, 

890-893 

Denied Graham, 852;  Reid,875 

Refusal  to  sell  plates,  and  discriminations,  denied Graham,  850, 851, 854; 

Reid,  874, 875, 878 

Unable  to  obtain  supply  except  from  combination Griffiths,  894 

Labor  (see  also  Wages)  — 

-  — ■=Jl«Baber  of  employees Graham,  858 

Unionizing  of  plants  under  combination Greer,  928 

~  Oiganization  ot  tinners Griffiths,  908 

More  idleness  than  ever  before Griffiths,  904, 905 

-  ■ — Discontent  and  apprehension  of  employees Griffiths,  904-906 

No  reduction  in  amount  per  unit Graham,  860;  Reid,  876;  Griffiths,  899 

Monessen  plant,  conditions  in Griffiths,  905, 907 

New  Castle  plant,  output  in  excess  of  stipulation Griffiths,  904 

Denie<i Greer,  924 

Ownership  of  stock  by  employees :  Graham,  854;  Moore,  961 

Dipping  plants,  union  labor  not  employed Taylor,  936 

Wages  and  conditions  of  labor Taylor,  932 

Strikes,  referred  to Reid,876;  Griffiths, 907, 908 

Women,  employment  and  wages Reid,  880 

Machinery — 

Contracts  by  combination  for  exclusive  control,  discussed Graham,  852; 

Reid,  875;  Griffiths,  888-890;  Taylor,  939 
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American  Tin  Plate  Company — Continued. 

Machinery — Continued.  ^^ 

No  monopoly  of  tinnii^  machinery Taylor,935 

Recent  patents  on  tinning  machinery Taylor,$6S 

Moore,  William  H.,  promotion  by,  described Moore,90(MB3 

Companies  promoted  by Moore,^,9® 

National  Steel  Company,  rdations  with  Tin  Plate  Company. .  Graham, 854, 863; 

Reid,  875;  Griffiths,  894;  Bm,^ 

New  Jersey,  laws  complied  with Graham,  857;  Wheeler,  864;  Beid, 961 

Oiiganization  of  combination  (see  also  OapUalizatUm,  PromoHon) — 

Certificate  of  incorporation  and  by-laws 1240-1248 

Description  of  process Reid,  866;  Moore,95fr«2 

Early  movements  toward  combination Griffith8,9(B 

Plants  bought  outright  for  cash  or  stock Graham,^, 

Reid,  866;  Griffiths,  887;  Moore,  iWD 

Each  concern  made  its  own  bargain Graham,  851, 860;  Mooie,961 

Prices  paid  increased  by  anticipated  profits Bdd,^ 

Plants  sold  for  25  per  cent  above  cost Griffiths,9(l9 

Standard  price,  $40,000  per  mill Griffiths,908 

Working  capital,  amount  furnished  by  organizer Reid,  885;  Moore,  960 

Stock,  methods  of  allotment Moore,961 

Mortgaging  of  property,  restriction  on Moore,  961 

Plants  all  free  of  debt Moore,961 

Officers  selected  by  promoter Moaie,962 

Output — 

Proportion  controlled  by  combination Edd,882,883 

Number  of  independent  plants Giaham,  8^^, 

Dismantling  of  plants  and  reasons Graham,  853;  Beid,87b 

Shortage  of  supply  for  cans.  1899 ^'?5'Si 

Laige  consumption  of  tin  plate  in  United  States ^^'^ 

Patents,  relatively  unimportant Eeid,8il 

Prices — 

Statistics  and  general  statements — 

Statistics,  by  months,  American  plate,  1888-1899 Beid,  86a,  9®^ 

Movements  since  formation  of  combination Beid,  ^ 

Early  high  prices GriflSths,8» 

Brands,  special,  hisher  prices  for Griffiths,  898;  Greer,^ 

Reduction  by  establishing  industry  in  United  States Graham, »»; 

Going,  916;  T^lor,^ 

Decline,  former,  cause  of GrifDthfl,Sg 

Changes,  according  to  changes  in  tariff,  etc Gre^i^ 

Sources  of  statistics Graham,  859, 862;  Griffiths,^ 

Variations  according  to  quality Griffiths,  908;  Greer,^ 

Foreign  product,  increase  in  price Reid,w 

Griffiths,  915;  Taylor, 934, 9» 

Effect  of  combination —  .  ^ 

American  Tin  Plate  Company  practically  fixes  - .  Reid,  886:  Taylor,®! 

Increase  due  to  increased  cost Gnihiun,^ 

Reid,  867, 874, 885;  Taylor,  933, 934, »» 

Increased  demand,  effect Reid,  881;  Griffiths,^ 

Increase  less  than  in  other  iron  products ^^*^- 

Contracts  for  delivery  at  less  than  quoted  prices Beid,  Sw; 

Going,  917;  Gre^,«| 

Increase  greater  than  increase  of  costs Griffiths, 902,^J 

Profits  under  different  prices . . . ,  Griffiths,  897, 898, 903, 904;  Greer,  ^ 

Policy  of  American  Tin  Plate  Company Reid,  886;  Gr^»«" 

Reduction  not  likely  in  immediate  future Reid,  881 ;  Griffith8.^w 

Increase  can  scarcely  affect  consumption  of  canned  goods ^^'^'^ 

Profits,  reduction  through  increased  cost  of  production Grftham, »! 

Prices,  rates  under  different Griffiths,  897, 898, 903, 904;  Greer^ 

Promoter's  profits,  amount  of Reid,  866;  Griffiths,  911 ;  Moon^lw^ 

Working  capital  furnished  by  oiganizer Rad,** 

Quality —  .077  921 

Importance  of  good  plate  to  can  manufacturers Goinft  **''^. 

Comparative  of  American  and  Welsh  product Gnihafn,»» 

Going,  916;  Greer,  926;  Tayjor,^ 

Decrease  in  amount  of  tin  used,  recent ?^"^o« 

Denie(l \ ^'^^^'S 

Combinationreffe(i"ony///////.lir////.r//////Going,*^^^ 
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Aznerican  Tin  Plate  Gk>mp€tny — Oontinaed.  Pa«e. 

Selling  of  goods,  agents,  etc.,  saving  in Graham,  855;  Reid,  877 

Steel—  ,  ^ 

Prices  by  months,  1888-1809 Reid,  868    ^ 

Contracts  with  steel  companies Griffiths,  894; 

Graham,  854;  Iteid,875;  BeiB,947;  Guthrie,  956 
Stock.     (See  CcqnUdtzatUm.) 

Stockholders,  right  to  examine  books  properly  guaranteed Graham.  857; 

Reid,  865 

Strikes  referred  to Reid,  876;  Griffiths,  907,  908 

Superintendence,  personal,  by  owner,  superiority  of Griffiths,  899,  900; 

Taylor,  941 

Previous  managers  chiefly  retained Reid,  877;  Greer,  929 

Tariff- 
Amalgamated  Association,  influence  in  securing  passage Taylor,  937  / 

Rates,  changes  in Reid,  878 

Effects  of—     ^'^ 

Beneflcial  in  establishing  industry Reid,  880;  Taylor,  934, 935, 937 

Reduction  of  price  by  American  mdustry Graham,  858;  Reid,  878  ^ 

Eariyeffectof  McKinley  Act Reid,  878;  Taylor,  935 

Larce  proportion  of  tin  plate  used  in  United  States Keid,  882 

Qu^ty,  comparative,  .^nerican  and  Welsh Graham,  861 ; 

Going,  916;  Greer,  926;  Tavlor,932 

Combination  not  due  to Reid,881;  Griffiths,  912 

Need  ofprotection — 

Sufficiency  of  present  rate Reid,  879, 880 

Importation,  small  amount  of. .  Graham,  855;  Griffiths,  915;  Going,  921 

Exportation,  small  amount  of (jrraham,855 

Protection  still  necessary Reid,  878, 879, 882; 

Griffiths,  909, 910;  Taylor,  934 

Maigin  between  foreign  and  domestic  prices Keid,  878  V 

Removal  would  destroy  tin-plate  industry Graham,  854 

Removal  of  protection,  effects  of Taylor,  939 

Wages,  Wales,  compared  with  United  States. . .  Graham,  860;  Reid,  880 

Combinations  in  Bntish  tin  trade Taylor,  940 

Tiylor,  N.  A.,  relation  to  American  Tin  Plate  Company Taylor,  931, 933, 940 

Tin- 
Prices,  variations,  1888-1899 Reid,  868 

Increase  in  price  and  causes Graham,  859;  Taylor,  941  ^ 

Sources  of  supply Graham,  859;  Taylor,  940 

Wages — 

Fixed  by  annual  agreement  with  Amalgamated  Association Reid,  869 

Sliding  scale  system,  described Reid,  869 

Amalgamated  Association  scales,  1897-1900 Reid,  870-874 

Output  of  workmen,  limit  of Reid,  871-873 

Increase  since  formation  of  combination Graham,  853; 

Reid,  869-874;  Griffiths,  903 

^-  -  Earnings  of  different  classes  of  labor Reid,  879 

Tinners,  little  skill  required 1 Reid,  879 

Dipping  establishment,  conditions  in Taylor,  932 

Wales,  compared  with  United  States Graham,  860;  Reid,  880 

Antitrust  laws  (see  also  Legislation) : 

Desirability  of  definite  application  to  conditions Allen,  1193, 1204 

Existii^  statutes- 
Sufficient - DosPassoSf  1154,1155 

General  character  and  effects..  Havemeyer,  105, 106, 114, 122;  Monnett,  329 

Ineffectiveness  and  evasion Dowe,26;  Clarke,  187 

Illinois,  interpretation  and  effect  of  act McNuita,  217;  Pam,  1038 

Missouri,  act  and  its  interpretation Allen,  1186, 1201, 1204 

Not  likely  to  interfere  with  business  of  corporations Moore,  966 

Ohio  laws, referred  to Monnett,329 

Interference  by,  deprecated Smith,  69 

State  can  not  confiscate  property Pam,  1038 

"Strikes"  in  antitrust  bills Thurber,  15, 16;  Dos  Passos,  1175 

United  States  act- 
Court  interpretations,  discussed Allen,  1185, 1188;  Huffcut,  1214, 1215 

Railways,  application  to Dos  Passos,  1158 

i^orking  beneficial  to  some  extent Lee,296 
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Antitmst  laws — Continned. 

United  States  act — Continued.  i^ 

Sufficient  protection  when  properly  enforced Rice,  728-730 

Failure  of  Attorney-General  to  enforce Rice,  728, 730 

Arbuckle  Brotliers  (see  also  Sugar  camlnnajHoTu) : 

Competition  with  American  Sugar  Refining  Company Jarvie,  138-147 

Attomey-Oeneral : 

Failure  to  enforce  Sherman  antitrust  act Rice,  728, 730 

Baking-powder  combination: 

Commercial  travelers,  displacement  by Dowe,  29,32 

Monopoly  of,  due  to  advertising Smith,  70 

Rebate  system Smith,  59,66 

Barbed  wire: 

Control  of  output,  prices,  etc Gates,  1009, 10© 

Beef  combination: 

Railway  discriminations  in  favor  of I^ockwood,  399,400 


Tax,  increase  advocated McNulta,  225,226 

Beet  sugrar:    (See  Sugar  comlnnation,) 
Bicycles: 

Commercial  traAx4erH,  displacement  by  combination Dowe,  29 

Bonds: 

Advantages  of  corporate  bond  system Dos  Paseos,  1148, 1149 

Brands: 

Importance  and  value  of,  silver Dodd,  1054, 1065, 1057, 1059 

Sugar Haveniever,  111,  116 

Whisky Bradley,  S29,  »45 

Brass  ware: 

Prices  increased  through  combination Dowe,  38 

Brewery  trust: 

Cleveland  and  Sandusky  Brewing  Company Monnett^  328 

Ohio,  suit  brought  against Monnett,  314 

By-products: 

Whisky Clarke,  168;  Luyties,258 

Oils.     (See  SUmdard  Oil  combination.) 
Canada  (see  also  Standard  Oil  combinalion) : 

Combinations,  few  and  strongly  opposed  by  people Gall,  685, 686 

Reciprocity  treaty,  lobbying  by  lumber  interests ThurbCT,  15 

Tarin,  proposal  to  remove  on  all  monopolistic  articles Gall,  086 

Cans  and  canned  goods : 

Conditions  of  manufacture  and  labor Going,  918-922 

Effect  of  tin-plate  combination Going,  917, 918, 921 

Relation  of  tm-plate  industry  to Going,  917,921 

Capital,  aggregation  of  (see  also  Combinations^  Corporations,  Monopoly) : 

Efiecta  (Gscussed  geneiilly Dos  rassos,  1142-1144 

Not  injurious  in  itself Allen,  117^ 

Historical  development  of  modem  methods Dos  Passos.  1146^  1147 

Individual  compared  with  corporate  ownership Dos  F&ssos,  1143 

Limit  of  safe  aggregation,  impossibility  of  fixing Dos  Bassos,  1143 

Pernicious  only  when  accompanied  by  monopoly Dos  Passes,  1144 

Purposes  of,  impossibility  of  discriminating  between Dos  P&sbos,  1143 

Corporate  stocks,  held  by  small  investors Dos  Passos,  1164, 11© 

Wealth,  importance  of  incentive  to  accumulate Dos  PSbsbos,  1165 

Capitalization : 

Amount  and  value  of  plants — 

American  Steel  and  Wire  Company Gates,  1020-1022,  lOg 

American  Steel  Hoop  Company Guthrie,^ 

American  Tin  Plate  Ck>mpany Graham,  850, 851, 860,861: 

Reid,866,884;  Griffiths,  911;  Moore,  960-963 

Federal  Steel  Company Gary,  986, 992, 933 

Glucose  Sugar  Refining  Company Mas,  bl 

National  Steel  Company Reis,94»-945,9I9 

National  Shear  Company Wiss,  1041-1044, 104/ 

Standard  Oil  Company.     (See  Stand^trd  Oil  combination,) 

Sugar  combination Doscher,  94, 100, 101; 

Hftvomeyer,  110,  111,  117, 123;  Post,  16^  Iw 
Whisky.     (See  Whiaky  cvmhinatiom,) 
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Capitalization — Continued.  Tnge, 

Classes  of  8tx>ck Dill,  1084 

Preferred  stock  not  allowed  in  Massachusetts Myers,  1129 

Common  and  preferred  stock,  relative  quantities  of Monnett,  328 

Delaware,  laws  refi;ulating Smith,  1121, 1122 

Earnings,  should  be  based  on Thurber,  6,  21;  Havemeyer,  118;  Gates,  1021 

Good  will,  importance  and  justification  of  capitalizing.  Havemeyer,  110,  111,  118; 
Rogers,  586;  Moore,  962;  Gates,  1021, 1022;  Dill,  1084;  Dos  Pasaos,  1170 

Good  will,  siffnificance  of  term  discussed Dodd,  1054, 1055, 1059 

Mortgafires,  advantages  of  corporate  bond  system Dos  Passos,  1148, 1149 

Massachusetts,  laws  concerning Myers,  1127-1138 

New  Jersey,  provisions  concerning  payment,  etc Dill,  1080, 1082 

Overcapitalization  (see  also  Amount)  — 

Instancesof Dill,  1080;  Ryan,  1101 

Common  stock  does  not  represent  actual  cost Thurber,  17 

Few  laive  corporations  overcapitalized Dos  Passos,  1166 

Bonus  01  common  stock,  significance  of Dos  Passos,  1170 

Difficulty  of  estimating Thurber,  6, 21;  Dos  Passos,  1149 

Lai^  capital  intended  to  secure  wide  distribution  of  stock Stetson,  976 

No  mtention  to  make  nominal  capital  represent  value Btetson,  976 

Fairness  of  earning  dividends  on Havemeyer,  118 

Reasons  for  surplus  value  of  stock Moore,  967 

Evils  generally  condemned Dowe,  25, 31 

Fraudulent  •purposes McNulta,237;  Dill,  1080;  Myers,  1133 

Chief  incentive  to  combination ^®^;  ^  ^^ 

Concealment  of  earnings  by ThurDer,  7 

Charges,  excessive,  fostered  by Lee,  295;  Myers,  1135 

Jncrease  in  view  of  anticipated  profits Dos  Passos,  1170 

Investors,  injury  to Thurber,  19;  Smith,  69 

Massachusetts,  agitation  concerning Myers,  1128, 1129 

Paying  in  of  stock- 
Limit  and  provision  for  paying,  Delaware Smith,  1121, 1122 

New  Jersey Dill,  1080, 1082 

West  Virginia Nevins,  1114-1116 

Misrepresentation  and  concealment asto Dill,  1080, 1082 

Stock  must  be  paid  in  in  fuU,  Massachusetts Myers,  1128, 1129 

Property  and  services — 

Law  as  to  taking  for  stock,  New  Jersey Stetson,  975 

West  Vii^inia Nevins,  1116 

Delaware Smith,  1121 

Public  statement  of  stock  issued  for King,  1110;  Dos  Passos,  1166, 1167 

Stockholders  liable  for  fraud  in  tiUdng Dill,  1081 

Provisions  concerning  taking,  etc.,  England Dill,  1082, 1083 

Evil  of  issuing  stock  for Dill,  1080, 1081 

Remedies  and  regulation — 

Advantages  to  the  people  of  strict  regulation Myers,  1134 

Regulation  advocated Clarke,  191 

Restriction  in  proportion  to  earning  capacity  advocated Hiurber,  21 

Remedies  itself  by  failure  to  earn  cQviaends Rogers,  585, 587; 

Dos  Passos,  1166 

Investors  should  bear  their  own  risks Havemeyer,  123; 

Rogers,  586;  Stetson,  975, 976;  Myers,  1135, 1137 

DiflSculty  of  harmonious  State  action Myers,  1138 

Issue  of  stock,  control  of,  advocated Dos  Passos,  1157 

Issue  of  stock  without  nominal  value  advocated Stetson,  976 

Issue  of  stock  controlled  by  State  officers,  Massachusetts Myers,  1130 

Issue  of  new  stock  at  market  value,  Massachusetts Myers,  1132 

Limitation  to $1,000, 000 advocated Lee,294,295 

Massachusetts,  laws  for  preventing  overcapitalization Myers,  1129-1133 

Companies  overcapitalized  as  much  as  others Moore,  966 

Trusts,  evasion  of  law  by Myers,  1121 

Prospectuses,  liability  for  statements  in,  England Dill,  1082 

Tax  on  oi^nization,  pro  rata,  tendency  to  check Thurber,  21 

West  Virginia,  laws  regulating Nevins,  1114-1116 

Carnegie  Steel  Company : 

Referred  to Griffiths.  894;  Gates,  1023,1027 
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OaixMS  of  combinatiOB : 

Competition,  exoeflmve—  '^■i'- 

General  statement Smithy  71 

American  Steel  and  Wire  Ck>mpany Gatefl»1033 

American  Tin  Plate  Company 854,866,867,897-905,925,929,941 

International  Silver  Company Dodd,  1051;  Bo^ei8,1087 

National  Shear  Company Wias,  1044-1016 

Sugar  combination..  Smith,  71;  Havemeyer,  109, 123;  Poet^  165;  Atkins, 811 

Weak  competitors^  effect  on  indnstry Griffiths,901 

Whisky  combination Luytie8,255:  Bradley,828 

Evolution,  natural  and  neceaaary Thurber,  3, 10;  Archbolo,  53; 

Doe  Faasos,  1144-1148, 1153 

OvercapitalijEation  as  incentive  to  combination Myers,  1133 

4iailway  discrimination  the  chief  cause Lockwood,  390; 

Emery,  643;  Rice,  688;  AUen,  1190, 1191 

Survival  of  the  fittest Havioney^,  135 

Tariff,  excessive  protection  by Havemeyer,  101, 102, 116, 118, 133, 137 

American  Tm  Plate  Company,  not  caused  by Reid,  881 ;  Griffiths,  912 

Federal  Steel  Company Gary,9e9 

National  Shear  Company Wia&lOtf 

Ohair  trust: 

Prices,  increase  through  combination Dowe,S8 

Ohaiiera: 

Monopolies  granted  by  special Dos  Fsassos,  1145 

Withholding  from  trusts,  advocated Dowe,  35;  Monnett,  310;  Rice,  730 

Ohica^  trust  conference: 

Conclusions  referred  to Doe  Paasoe^  1157, 1156 

Olocka: 

Prices,  increase  through  combination I>owe,2S 

Coal: 

Combinations,  tendency  to  depress  price Lee,  278 

Combinations  of  railways  controlling Allai,  1191 

Railways,  special  rates  to  certain  companies Lockwood,396 

OoffSBe: 

American  Sugar  Refining  Company,  competition,  prices,  etc  ....  Thurber,  6, 22; 

Havemeyer,  113, 114, 126;  Jarvie,  140 

Varying  qualities,  profits  due  to Smith,  67 

ung*  of  plants: 

American  Tin  Plate  Company Graham,853; 

Reid,  876;  GriflSths,  899, 904-907;  Gr«er,  924-«27 

Sugar  combination Thurber,. 5;  Doecher,  99;  Havemeyer,  110, 124 

Whisk;r  combination Clarke,  170, 191 ;  McNulta,3(B 

Oombinationa  (see  also  Anli-trud  2atM,  Eoanomies,  ^ects,  Mcnopciin,  *'^')} 

Acquisition  of  stocks  more  common  than  of  properties Stetson,  970 

Laws  against,  ineffective,  earl v  English Doe  Pttasoe,  1152, 1153 

Monopolistic  intent  must  be  shown  to  render  ill^^ Allen,  120O-12Q2, 1205 

Number  and  importance  of  recent Allen,  1189 

Power  to  extend  into  other  fields Allen,  1191-1193 

Railways,  interest  in Rice,  743;  Allen,  1191 

Standard  Oil  Company,  influence  in  forming  other  trusts Rioe, 088 

Syndicates  in  Germany Gates,  1017, 1018 

IJni  versality  of  tendency Thurber,  8-10 

Combs: 

Prices^  increase  through  combination Dowe,28 

Oommercxal  travelers  (bgq  2\bo  SeUmgy, 

Associations,  nature  and  membership Dowe, 31, 40,41 

Displacement  by  combinations Dowe,  26-33 

Losses  through Dowe, 27,28 

Often  works  permanent  injury Dowe,^ 

Opposition  to  trusts  by Dowe,25,» 

Saving  to  combinations  by  displacement Dowe, 33,^ 

Travelers'  Protective  Association,  resolutions  conoerning  trusts Dowe,  2d,  g 

Unnecessary  under  combination Dowe,  36 

Gk>]nmercial  Travelers'  League: 

Organization,  membership,  purposes Dowe,31,40,41 

Gk>]nmon  law:  ^ 

Liability  of  promoters  and  ofilcers  for  false  statements.  .Dos  Pbu9S08,1163^  117^  H 
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Ooxunon  law — Continned. 

Monopoly —  ^^s^ 

Anords  sufficient  remedies  for Doe  Fassoe,  1155, 1156 

Statntes  desirable  to  supplement Allen,  1193, 1204 

Early  decisions  against Allen,  1 183 

Decisions  of  couils  under.  United  States Allen,  1184-1187 

Attitude  toward McNulta,  217;  Monnett,  313, 314 

Partial  restraint  of  trade  against ^ Dos  Passos,  1173 

Illegality  of  restraint  of  trtuie Gary,  1000 

Publicity,  sufficient  protection  under Doe  Passoe,  1163, 1166, 1176 

Competition: 

Methods  and  policy  of  combinations — 

Advantages  of  great  afiKremtions  in  competing. .  Smith,  71 ;  Havemeyer,  109 
American  Steeland  Wire  Company. .  Gates,  1010-1015, 1022-1024, 1031, 1033 

Business  principles  only  should  govern Havemeyer,  120 

Competing  manufacturers  and  dealers  driven  out Thurber,  13 

Can  crush  competitors  by  cutting  prices Rice,  730 

Destruction  of, sought  bv trusts Dowe,35 

Local  markets,  underselling  in Dowe,  37 

Purpose  of  combination  to  reduce Dodd,  1055;  Rogers,  1067 

Sugar  combination D«scher,  88, 89;  Havemeyer,  10^109, 120 

Tin  plate  combination 852,875,888-896,924,928,936,939 

Possibility  of,  against  combinations — 

Where  conditions  are  equal Dowe,37,38;  Lockwood,392 

Small  traders  have  certain  advantages Clarke,  189 

Remedy  for  combinations- 
Abuses  restrained  or  prevented  by Thurber,  6, 14; 

Smith,  68, 70;  Clarke.  187;  McNulta,  217, 237;  Mon- 
nett, 329;  Stetson,  980;  Gary,  1001;  Dos  Passes,  1151 
Impossibility  of  establishing  where  larce  capital  required.  McNulta,  237, 238 

Increase  of  IsLTge  scale  competition  likely Clarke,  189 

Cost  of  production  must  be  made  low  to  prevent McNulta,  217, 237 

Prices,  necessity  of  low,  to  check Havemeyer,  105 

Unfair — 

Should  be  prohibited Iiee,294; 

Westgate,  383;  Lock  wood,  394;  Emery,  671 

Germany,,  prohibition  in Lee,  273, 276; 

Archbold,  532;  Emery,  616, 617, 623 
Oongresa  (see,  also,  Natwnal  Unm) : 

Corporations,  power  to  regulate,  discussed Stetson,  981; 

Dill,  1087, 1088;  Gary,  1000, 1003;  Allen,  1209;  Huffcut,  1211-1219 

Absence  of  power  except  as  to  interstate  business Huffcut,  1213 

Charters,  power  to  issue  special Pam,  1037 

Interstate  commerce — 

Powers  concerning,  discussed Gary,  1000, 1002, 1003; 

Myers,  1138;  Dos  Passos,  1160, 1173, 1174;  Allen, 
1195-1197,  1202,  1203,  1210;  Huffcut,  1211-1219 

Power  limited  to Gary,  1000, 1002 

Power  to  prohibit  State  corporations  from  engaging  in. .  Huffcut,  1218, 1219 

Legislation  b}^,  deprecated DosPassos,  1159-1161 

Mails,  prohibition  of  use  to  combinations Huffcut,  1 217 

Powers  of,  discussed Stetson,  981;  Dill,  1087, 1088; 

Dos  PasBos,  1159-1161, 1173, 1174;  Huffcut,  1211-1219 

Constitutional  amendment  to  increase,  discussed Gary,  1002 

Taxation,  power  to  control  corporations  by Huffcut,  121/,  1218 

Com: 

Price,  effect  of  whisky  combination  on Thurber,  12;  McNulta,  239 

Relation  to  distilling  business McNulta,  225-229;  Rice,  846 

Glucose  and  other  products  from,  discussed Mas,  73-83  , 

Com  flour: 

Character  and  value,  mixture  with  wheat  flour Mas,  73, 77, 79,  83 

Com  oil: 

Adulteration  and  deception  in  sale Mas,  73, 74, 79, 80 

Price,  increase  through  combination Mas,  79, 80 

Refining,  discovery  of  process Mas,  74, 75 

Substitutes  for  rubber  made  from Mas,  74  77,78,80 
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Corporation  laws  (see  also  LeguHationy  National  laws,  Repori»j  Siock,  rir,):         *^ 

( 'lajMsification  and  limitation  of  powers,  advocated Allen,  1193 

Delaware,  described Smith,  111^1123 

Kngland,  liberality  and  advantages  of Moore,  9^4,966 

Fraudulent  incorporations,  impossibility  of  preventing Stetson,  97o 

Liberality,  probable  increase  in  various  States Moore,  964, 966 

NeccHsity  of Pkm,  1036 

Absolute  freedom  of  agreement,  advocated Stetson,  972, 973 

Maasachusettfl,  described Myers,  1128 

(\)rporaUon8  driven  out  of  State  by  strict Myera,  1133 

New  Jersey.     (Sens  New  Jer9ey.) 

Wt»8t  Viiymia,  de«cribe<l Neviius,  1111-1119 

Uniformity,  lack  of,  evils Arch  bold,  566;  Allen,  1209;  Huffcat,1215 

Corporation  Trust  Company  of  Delaware: 

Methods  of  business,  described Saw  yer,  1125-1127 

Corporation  Trust  Company  of  New  Jersey: 

Methods  of  business,  described Wood,  1089,  lOW;  Marwirk,  1096, 1097 

Corporation  Tnist  Company  of  West  Virginia: 

Methods  of  business,  described Nevias  1114 

Corporations : 

At! vantages  of  corporate  form  of  origanization Havemeyer,  l(fi; 

Stetson,  980, 982;  Dos  Pat^w,  1 148, 1149 

Advantages  to  States  in  which  located Havemeyer,  103 

Hroad  extent  of  modem  corporate  functions Rim,  I(S6 

(\>mj)etition,  advanta^  in Dos  Paasos,  1172;  Allen,1189 

('<»rp<:)rate  form  may  itself  constitute  danger —  Allen,  1189 

Foreign — 

Powers  of  States  concerning Monnett,  830; 

Pam,  1035, 1036;  Dill,  1085;  AUen,  1187, 1188;  Huffcut,  121^1-1214 
Exclusion  unless  conforming  to  State  laws,  discussed.  Dos  Passos,  1173, 1174; 

Allen,  1193,1195,1207 

Prohibition  of  interstate  commerce  to  monopolistic Allen,  1194, 1196 

Historical  development  of  form  of  organization Dos  FasKw,  1147 

Hostility  to,  illogical  and  harmful Havemeyer,  1(S 

Monopolistic,  prohibition  of  incorporation  of,  advocated Allen,  1194 

Mono|)olie8  granted  by  special  charter Doa  Passes,  1145 

Quasi-public  character,  how  far  applicable Allen,  1200, 1201 

Kights  of — 

Not  entitled  to  privileges  of  individuals Allen,  11S7 

Right  of  State  to  control  as  its  creatures .  Dos  Passes,  1171, 1172;  Allen,  1189 
Right  of  State  to  investigate  corporate  affairs.  Dos  Passes,  1162- 1164, 1168, 1174: 

»  F"  Allen,  IIW 

State  lines  disrt^ganled  by  economic  conditions - Pam,  1036 

Tramp,  definition  and  evil Dill,1077 

Taxation.     (See  Tojcaiian.) 
Cost  of  production.     (See  Economies  of  Combinatimi,) 
Cotton  spinning: 

Combination  in  Great  Britain Thiirber,9 

Courts  (fc^ee  also  Standard  OU  Company,  under  heading  Suits) : 

Tendency  to  favor  combinations Lockwood,  389;  Rice,  728, 73o 

Charges  of  favoritism  unjustifiable Archl»l<i» 'W 

Decisions  relating  to  monopolies  summarized Allen,  1184-118/ 

licading  decisions  referred  to — 

Addyston  Pipe  case Dos  Passos,  1175;  Allen,  1188, 1196;  Huffeut,1214 

Distilling  and  Cattle  Feeiling  Company  case McNulU,  216 

InreRahrer .-c Allen,  I !» 

Knight,  United  States  r :  Allen,  1185;  Huffcut,  1214 

.  Leisy  r.  Hardin Allen,llfe 

V  Munn  t'.  Illinois Allen,  IIW,  1200 

^  McCullochv.  Maryland Alien,ll^ 

National  I^ead  Company  r.  Grote Allen,  11J« 

Original  Package  cases Allen,  1195, 1196;  Huffcut,  1212, 12I» 

State  V.  Standard  Oil  Trust Allen,  Uw 

Cracker  trust: 

Referred  to Monnett,  328, 3S» 

]>elaware:  ^^ 

Agents  of  ijorporations,  methods  of  doing  business Sawyer,  1 125-11^ 
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Delaware — Continued. 

Annual  reports —  Vagc 

Requirements  concerning Smith,  1121,  1122 

Compliance  with  law Sawyer,  1126 

Capital,  limit  and  provisions  as  to  paying Smith,  1121,  1 122 

Corporation  law,  described Smith,  1119-1123 

Reasons  for  passage  of Smith,  1120,  1123 

Stock  and  transfer  books,  provisions  concerning Dill,  1079;  Smith,  1120 

Methods  of  keei)ing Sawyer,  1125-1127 

Taxation  of  corporations Smith,  1122 

Delaware  Corporation  Trust  Company: 

Methods  of  business  described Sawyer,  1125-1127 

Department  stores: 

Great  Britain,  extensive  development .' Thurlxjr,  9 

Depressions,  industrial: 

Productive  capacity,  excess  of,  chief  cause Thurbcr,  20 

1893,  railway  losses,  chief  cause Smith,  68 

Diamond  Match.  Compctny: 

Organization,  referred  to « Moore,  959 

Red  uction  of  prices  by Moore,  965 

Directors: 

Duty  toward  stockholders  limited  by  terms  of  trust Stetson,  973 

Number,  increase  by  directors,  justification Stetson,  972 

Powers,  whatever  agreed  by  stockholders,  just Stetson,  971, 972 

Usually  hold  majority  of  stock  of  corporation Stetson,  973 

Usually  faithful  to  interests  of  corporation Stetson,  973, 974 

Distilling*  Company  of  AmeAca.     (See  Whisky  combinations.) 
Distilling*  and  Gatue  Feeding  Company.     (See  Whisky  combinalions.) 
Distillers  and  Cattle  Feeders'  Trust.     (See  Whisky  combinations.) 
Economies  of  combinations: 

General  statement Bu3mitsky,  50;  Smith,  68,  71 ,  72;  Havemeyer,  105; 

Archbold,570;  Rockefeller,  796;  Gary,  1001;  Dos  Passos,  1151, 1152 

American  Steel  Hoop  Companv Guthrie,  953, 954 

American  Steel  and  Wire  Company Gates,  1028, 1030, 1034 

National  Shear  Company Wiss,  1045 

National  Steel  Companv Reis,  947 

Sugar  combination 5, 91, 99, 109, 110, 124, 151, 168, 811, 812 

Tin-plat« combination Graham,  855;  Reid,  886;  Greer,  929 

Whisky  combination Clarke,  183, 184, 186; 

McNulta,238;  Luyties,255;  Bradley,  827 

Administration,  saving  in  salaries,  ete 37, 203, 953, 983, 991, 1029, 1049, 1069 

Advertising,  reduction  in  cost  of 829, 1070 

Buying,  saving  in. . .  12, 23, 107, 153, 184, 201, 829, 877, 913, 914, 984, 994, 1063, 1073 

Closing  of  plants 5,99,109,110,124,169,170,203,216,1050 

Continuous  working  at  full  capacity 99, 109, 110, 151, 162, 170, 191, 203, 254 

Debts,  bad,  reduction  in 1030 

Freights,  shipment  from  nearest  plant 201, 

254, 770, 855, 856, 877, 886, 942, 947, 953, 1030 

Labor,  savingnn 110,190,191,860,876,899 

Large  capital,  economy  of  generally .• 570, 1049 

Large  plants,  advantage  of 91, 109. 110, 151, 184, 203, 254, 294, 295, 855, 915 

IxK»tion  of  plants  (see  also  Tranjfptn^egkiil} .' 170, 191, 201-203, 238 

Management,  superior  ability  in ^i*^:'' 110, 255, 957, 985 

Personal,  by  owner,  superiority  of* 899, 900, 941 

Previous  managers  chiefly  retained 877, 929, 954, 1034 

Reduction  of  amount  of  superintendence 203 

Patents 861,1030 

Processes,  improvement  in 186, 187, 202-205, 826, 855, 860, 984, 985 

Raw  materials,  purchase  of 12, 23, 

107, 153, 184, 201, 829, 913, 947, 984, 994, 1063,  1073 

Selling  of  goods,  traveling  men,  etc 33, 37, 

829, 855, 877,  895, 953, 1018, 1030, 1050, 1063, 1068 

Specialization  of  manufacture  at  particular  plants 877, 953 

'rtade-marks,  common  use  of 1050, 1063, 1065 

Transportation,  saving  in 201, 254,  770, 855,  a56, 886, 942, 947, 953, 1030 

Union  of  different  branches  of  industry 947,983,984,994 


1278     THE  INDU8TBIAL  OOMKISSIOK: ^IKDUSTBIAL  OOMBINATIOH^ 

BIfocts  of  combination  (see  also  EcomomiUy  Labor  ^  Pri<rft  dr.):  ^^ 

Banking;  businesB,  transfer  to  large  cities Clarke,  190 

Beneficial,  generally Thorber,  18;  Smith,  68;  Havemeyer,  134;  Clarke,  186; 

Aichbold^  565;  Gary,  1001;  Doe  Piassos,  11S2 

Chicago  trust  conference,  conclusions  concerning Doe  PasBoe,  1 157 

Government,  form  of,  influence  of  trusts  discussed Monnett,  32iS,  327 

Danger  of  revolution Bice,  746 

Menace  to  democratic McNulta,240 

Individuals  injured,  public  benefited Doe  Fassoe,  lld6 

Individual  character  and  enterprise 7, 8, 18, 25, 34, 135, 181, 190, 2d5, 911,967 

Injurious  effects,  purely  incidental Doe  Pusoe,  11*56 

Injurious  and  demoralizing,  generally Dowe,  25, 34-^38;  Griffiths,  910 

Injury,  possibility  of,  to  general  public Smith,  49,50 

Injurious  and  dangerous  where  prices  are  controlled McNuIta,  237 

Legislative  and  judicial  corruption  by  combinations Lockwood,  393; 

Emery,  671;  Doe  Fassos,  1159 

Privileged  classes  created Rice,  741,746 

Kniall  towns,  transfer  of  business  from Clarke,  190 

S<x;ialism,  tendency  to  foster. .• Dowe, ^,36 

Wealth, immense  aggregation  by Rice, 742,746 

Subdivision  of  capiUl  among  stockholders Thurber,  7, 18, 34; 

Doe  FIB8S06, 1164 

XElectiona: 

Corporations  should  not  influence Gan-,997 

Xlerator  combinatioii: 

Combination  of  farmers,  advocated Havemeyer,  12S 

Railway  discriminations  in  favor  of Uavemeyer,  121 ;  Lockwood,  400 

Bmployment*  (See  Labor,) 
Bngland: 

Combinations,  tendency  toward ThurbCT,9 

Corporation  laws,  liberality  and  advantages Moore,  964, 966 

Provisions  as  to  publicity,  capital,  etc Dill,  1082,  ]0$3 

Monopoly,  early  decisions  against Allen,  1183 

Trade  unions,  agreements  with  trust  employers Thurber,9 

Bzport  trade: 

Agricultural  products;  prioe8,flxedby Thurber.U 

Combinations,  extension  by  means  of Clarke,  184; 

Archbold,  562;  Guthrie,  956;  Gates,  1016 

Education  of  wants  for  American  products Thurber,  11, 13 

Extension  necessary Thurber,  10, 11 

Manufactures,  greater  profits  than  on  agricultural  products Thurber,  U 

Merchant  marine,  necessity  of  development Thuriier,  10, 11 

Silverware Rogers,  1074 

Steel  products,  conditions  in. . . .  Guthrie,  956;  Gary,  998, 1001 ;  Gat€»,  1014-1018 

Subsidies  to  American  vessels,  advocated Gates,  1016 

Subsidies  granted  to  foreign  snipping Gates,  1017 

Tin  plate Graham,  855;  Tlftylor,9S4 

Whisky,  obetruction  by  Government  regulation McNulta,  227-23p; 

Bradley,  824, 828;  Rice,  846, 848 
Farmers: 

Effect  of  troflts  on,  as  producers  of  raw  materials ThDrber,S 

Federal  Steel  Gk>mpan7  (chief  witneas,  Gaby)  : 

Administration,  advantages  and  economy  in 983,985,9w 

Bonded  debt  of  constituent  companies ^S 

Business,  description  of ^ 

Capitalization — 

Stock,  authorized  and  issued Stetson,  969;  Gar}',  986 

Valueof  plants, estimated ^'S- 

Mining  lands,  increase  in  value ^ 

Stock,  additional  issues  must  be  at  imup noooS 

Bonded  debt  of  constituent  companies ^'XS 

Coke,  amount  and  proportion  purchased  by  combination ^ 

Competition,  no  attempt  to  prevent 985, 986, 9W 

Directors —  >.^ 

Authorized  to  increase  their  own  number Stetson,  j^ 

Number,  and  ownership  of  stock  by ^ 

Purchase  of  stocks  by,  discussed ^l 

Relation  to  constituent  companies ^ 
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Federal  Steel  Oompaay — Continued.  Page. 

Dividends,  payment  on  common  stock  enjoined » 993, 994 

Payment  on  preferred  stock 993, 994 

Sonrces  of  profit 994,995 

Economies — 

Diffusion  of  knowledge  of  different  mana^ni 985 

Harmony  between  dmerent  branches  of  mdustry 983, 984, 994 

Officers,  redaction  of  number  and  salaries 983,991 

Processes,  employment  of  best  from  different  plants 984, 985 

Export  trade,  amount  and  character  of 998, 1001 

Reasons  for  keeping  up 1001 

Elfpn,  Joliet  and  Eastern  Railroad  Ck>mpany,  exchange  of  stocks,  etc. . .  986, 992 

Illmois  Steel  Ck>mpany,  exchange  of  stocks,  etc 986, 988, 992 

Properties  owned  by 982,987 

Iron,  pig,  production,  amount  and  proportion  by  combination 982, 985 

Ore,  increased  cost 990 

Labor — 

Amalgamated  Association,  relations  to 983 

No  political  influence  exercised  upon 997 

Numberand  wages  of  laborers  increased 983,991 

Mines,  ownership  and  value  of 982, 987 

Minnesota  Iron  Company,  description  of  properties 982, 987 

Purchase  of  stock,  arransements  for 986, 988, 992 

Monopoly,  not  sought  by  Federal  Steel  Company 983, 985, 989 

Oiganization — 

History  and  methods Stetson,  969,970 

Morsnn,  J.  P.  A  Co.,  contract  with '. . .  Stetson,  970;  Gary,  986-989 

Ownership  of  stocks  of  constituent  companies 1003 

Profits  from  promotion 986 

Promotion,  publicity  of 987 

Exchange  of  stocks,  arrangements  for 966-989 

Certificate  of  incorporation  and  by-laws 1231-1239 

Constituent  companies,  reasons  for  not  merging 995 

Control  by  election  of  directors 988 

Relation  between 984,988 

New  Jersey,  reasons  for  incorporating  in Stetson,  970;  Gary,  996 

Output,  no  attempt  to  monopolize 985 

Proportion  of  different  classes  controlled 985 

Politics,  no  influence  exercised  in 997 

Prices — 

Increase  in,  of  different  products  of  combination 990 

Ore,  increase  in 990 

Profits,  sources  of ^ 994, 995 

Properties,  description  of '. 982, 987 

Rails,  steel,  increase  in  price  not  greater  than  in  raw  materials 990 

Proportion  produced  by  Federal  Steel  Company 985 

Railways,  ownership  of 982, 987 

Speculation,  directors  not  interested  in 997 

Suit  to  restrain  payment  of  dividends  intended  for 997 

Stock,  corporation  authorized  to  purchase  its  own Stetson,  971 ,  972 

Amount  authorized  and  issued Stetson,  969;  Gary,  986 

Additional  issues  must  be  at  par 993 

Tariff- 
Protection  needed  despite  exports 997, 998 

Germany,  methods  and  labor  in 998 

Trust,  Federal  Steel  Company  is  not  a 994 

Vessels,  ownership  by  Federal  Steel  Company 982, 984 

Wages,  average  daily,  1898, 1899 983,991 

Flour: 

Savings,  production  on  lai^  scale Smith,  72 

Foreign  corporationB: 

Powers  of  States  to  regulate Pam,  1035, 1036 

As  regards  interstate  commerce Allen,  1187, 1188; 

Huffcut,  1211-1214;  Pam,  1035;  Monnett,  330;  Nevins,  1117 

Exclusion  unless  conforming  to  State  laws,  advocated Allen,  1193, 1195, 1207 

Discussed Dos  Passos,  1173, 1174 

Overcapitalization,  prevention  of  evasion  of  law,  Massachusetts Myers,  1131 

Prohibition  of  interstate  commerce  to  monopolistic,  advocated. .  Allen,  1194, 1196 
.^tetaliatory  laws,  justification  of Dill,  1085 
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(S€H»  alpo  Railways) : 

Saving  in  by  combination —  ^^ 

American  BteeL  Hoop  Company • Guthrie,955 

American  Steel  and  Wire  Company Gatep,  109) 

American  Tin  PlatcCompany Graham, S^^; 

Keid,877,886;  Griffiths,  913;  Taylor,  W2 

National  Steel  Company Keis,947 

Siicar  combination Havemejrer  110 

Whisky  combination McNulta,  201;  Luyfie8,25l 

CKw: 

New  York,  bills  for  reduction  of  price Thurber,  16 

New  York  City,  combinations  in Allen,  1191-1198 

Oermanv: 

Combinations,  wipervision  of  government Gates,  1018 

Tendency  towani Thurber,  8;  Gates,  1017,101S 

Iron  and  steel  production,  conditions  of Gates,  1014-1018 

ComiMjtitioh,  excessive,  prohibited Lee,  273, 27<5; 

Emery,  616, 617, 623;  Archbold,  S2 

Trotection  of  investors  and  taxpayers > Luytiess  25^ 

Sugar,  bounty  on Smith,  .52 

Glass: 

Prices,  increase  by  combination Dowe,  28 

Glasgow: 

Combination,  tendency  toward Thnrber,  8 

Glucose  sugar: 

Beer,  use  of,  in  manufacture Mag,83 

Com,  products  derived  from,  described Mas,  73-81 

Kxtensive  use  in  sirups Havemever,  114 

Inferior  quality ^as,  82 

Processes  secret  but  not  patented 5fas  83 

Prices  of  glucose  and  by-products Mas,  78-80 

Glucose  Sugar  Befining  Company: 

American  Sugar  Refining  Company,  relation  to . . .  Mas,  81, 82;  Havemeyer,  IH 

Monopoly,  extent  of Mas,  78,84 

Prices,  effect  on Mas,  79, 80 

Capitalization,  excesd  ve Mas,  81 

Contract  with  Ernest  Mas  as  engineer Mas,  75-78,86 

Formation  of  trust,  referred  to Mas,  75,^ 

Goodwill: 

Value  and  capitalization  of 110i  118» 

586, 851, 864, 884, 962, 1021, 1022, 1054,  ia55, 1059, 10§^,  H^ 

Gorenunent  ownership  (see  also  llailtuays) :     ^^  . 

T^x^l  monopol  ii*s,  advocated Monnett,  327 ;  Myerp,  1136 

Ovil  service,  injurious  effect  on Monnett,^/ 

Great  Britain.     (See  England,) 

Grocers,  wholesale  (see  also  hehaU  SyfAem) : 

Competition,  reduction  of  prices  to  unprofitable  basis Smith,  5&-61,  ® 

Sugar  Refining  Compan^r,  relation  to Thurber,  13, 14 

Grocers'  Wholesale  Association: 

Organization  and  purposes Sniith,^ 

Rebate  system,  movement  to  secure  generally Smith,  59-t»9 

Hawaiian  Islands: 

Sugar,  production,  tariff,  etc Buynitsky ,  54;  Havemeyer,  102, 136; 

Atkine,8Ol,8O2,810 

Hotels:  ^ 

Loss  from  displacement  of  commercial  travelers  by  combination. . .  Dowe,27,vu 

niinois: 

Antitrust  law  and  its  interpretation McXulta,  217;  PBm,  1^ 

Taxation  of  corporation PSftm,lfl6« 

Illinois  Steel  Company: 

Property,  relation  to  Federal  Steel  Company,  etc Gary,  982,986-988,992 

Individual  enterprise,  effect  of  combinations: 

Discouragement  of - Lee,295;  GriflBtiis»911 

EflBcient  managers  of  plants  retained Guthrie,  954; 

Moore,  967;  Reid,877;  Greer,  929;  Gate,103J 

*  *  Individualism, ' '  lessening  of Dowe,  34 

Opportunity  for  advancement  in  official  pasitions Thurber,  7, 8,  w 

Middlemen  and  small  manufacturers,  displacement. Dowe^  25, 34, 9i 


GENERAL   INDEX    OF   TESTIMONY.  1281 

Individual  enterprise,  effect  of  combinations — Continue<i.  ^^^• 

Older  men,  desire  to  retire Guthrie,  954;  Moore,  967 

Proprietors,  dispLacement  or  reduction  to  salaried  employees. . .  Clarke,  181, 190 

Production  by  individuals  is  sure  to  cease Havemeyer,  135 

Insurance  companies: 

Ohio,  suits  against  combinations Monnett,  297 

International  Paper  Company: 

Organization,  referred  to Stetson,  970 

International  Silver  Company: 

Brands,  Rogers,  history  of Rogers,  1069, 1070 

Importance  and  value  of Dodd,  1054, 1056, 1057, 1059 

Capitalization —  / 

Bonds,  amount  issued Dwid,  1053 

Plants,  cash  value  of,  estimated DodjJ";  1055, 1057 

Plants,  method  of  paying  for Dodd,  1058, 1061 

Stock,  authorized  and  issued Dodd,  1053;  Watrous,  1063 

Ck>mmon,  as  bonus Rogers,  107S 

Common,  decrease  in  value Dodd,  1061 

Common,  pool  of,  described Dodd,  1058, 1060, 1061 ;  Rogers,  1070 

Value  of,  anticipated Rogers,  1068, 1073 

Trade-marks  and  brands,  value  of Dodd,  1054, 1055, 1057, 1059 

Causes  of  combination,  excessive  competition Dodd,  1051 ;  Rogers,  1067 

Competition — 

Number  and  importance  of  competitors Dodd,  1054 

Purpose  of  combination  to  reduce Dodd,  1055;  Rogers,  1067* 

Strength  of,  by  Intemationid  Silver  Company Rogers,  1072 

Reduction  of,  through  combination Dodd,  1059 ;  Watrous,  1063 

Labor,  interest  of,  in  suppressing  price  cutting Dodd,  1056 

Speculative  influence,  danger  of Rogers,  1074, 1075 

Ftofits  of  competitors,  increased  by  increased  demand Rogers,  1071 

C.  Rogers  A  Bros.,  relation  to  combination Rogers,  1067, 1069, 1070, 1072 

Cost  of  production,  increase  since  combination,  causes Dodd,  1052 

Dividends,  none  paid,  reasons Dodd,  1061 ;  Rogerp,  1065 

Economies — 

Capital  required  for  advantageous  production Dodd,  1049 

Combination  of  plants  under  single  roof Dodd,  1050 

Advertising,  reduction  in  cost  of Rogers,  1070 

Administration,  saving  in  cost  of Dodd,  1049;  Rogers,  1069 

Buying,  saving  in Dodd,  1050;  Watrous,  1063;  Rogers,  1073. 

Selling,  saving  in Dodd,  1050;  Watrous,  1063;  Rogers,  1068 

Trade-marks,  common  use  of Watrous,  1063, 1065 

Export  trade,  amount  and  character  of Rogers,  1074 

Labor — 

Character  and  skill  of Watrous,  1064 

Number  o'f  men  employed Dodd,  1051, 1056 

Employees  not  organized Dodd,  1052 

Relations  of  employers  and  employees,  satisfactory Dodd,  1053; 

Watrous,  1064;  Rogers,  1072 

Wages Dodd,  1052, 1063, 1056;  Watrou.*?,  1064, 1065;  Rogers,  10?2, 1074 

Women,  employment  of Watrous,  1064, 1066 

Interest  in  suppressing  price  cutting Dodd,  1056 

Managers,  methoa  of  assigning,  etc. Watrous,  1062 

Officers,  salary,  amount  and  relation  to  dividend Dodd,  1062; 

Watrous,  1066;  Rogers,  1075 

Organization — 

Description  of  process Do<ld,  1051, 1053, 1054 

Negotiations  preceding  present  or^nization Rogers,  1067, 1068 

Options  given  to  irresponsible  individuals Rogers,  1067 

.  Plants,  part  of,  left  out Rogers,  1066 

Plants,  purchase  outright Dodd,  1053, 1054 

Promotion,  payment  for,  amount  of Rogers,  1068 

C.  Rogers  &  Bros.,  terms  of  sale Rogers,  1068 

Output — 

Description  of  products Dodd,  1049 

Proportion  controlled  by  combination Dodd,  1049 

Increase  since  combination Dodd,  1051 

Pool  of  common  stock,  described Dodd   ]a58. 1060. 1061:  Roprers,  1070 

83a 81 
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International  Silver  Company— Continued. 

Price»—  P8«t 

Decrease  prior  to  combination Dodd,  1051;  RofRiB,  1011 

Incre«u*e  since  combination,  amount  and  reason Dodd,  Itet  lOSS: 

Rogeia,10n 

Cutting  by  International  Silver  Company Rogers,  1071, 1072 

IVomotion,  payment  for,  amount  of Rogeis,  1068 

Quality,  improvement  in.  since  combination .Dodii  1O90 

Rogers  Bros.,  history  of  brands Rogers,  1069, 1070 

Relation  to  combination,  business,  etc Rogers,  1067-1075 

Speculation,  danger  of  influence  on  competition Rogers,  1074,  lOTo 

f^tocks,  amount  and  classes Dodd,  1053 

Pool  of,  described Dodd,  1058, 1060, 1061;  Kogere,107li 

Strikes,  no  difficulty  from Rogers,  1072 

Trade-marks,  importance  and  \'alue  of Dodd,  1064, 1(^,  1(^7, 1(^ 

Rogers,  history  of Rogers,  1069, 1070 

Wages — 

Increase  since  combination Dodd,  lOS 

C.  Rogers  &  Bros. ,  increase  bv Rogers,  1071-lOrS 

Method  of  determining.  .Dodd,  1052;  Watrous,  1064, 1065;  Rogers,  1072,1074 

Rates  of Watrous,  1064 

Wilcox  Silver  Plate  Com|)any,  terms  of  sale  to  combination Dodd,  105$,  1061 

Women,  employment  of Watrous,  1064, 1066 

Interstate  commerce: 

Corporations,  power  of  Congress  to  prohibit  from Huifcut,  1218, 1219 

States,  power  as  to Huffcut,  1211-1218 

Definition — 

Meaning  of  constitutional  clause Dos  Passos,  1160;  Allen,  1203, 120S 

Difficulty  of  defining Thurber,  16, 17;  Gary,  1002,  lOIB 

Desirability  of  definition  by  Congress Allen,  1203 

Foreign  corporations,  exclusion  of,  ducussed Doe  Fiassos,  1174: 

Huffcut,  1211-1213 

Prohibition  to  trusts  violating  law,  deprecated Thurber.  3) 

States,  delegation  of  powers  regarding  to,  by  Congress Huffcut,  1215, 1216 

PoUce  power,  extent  of Huffcut,  1212, 1215, 1216 

Interstate  Commerce  Act: 

Ineffectiveness  to  prevent  discriminations Kce,  729, 7S3 

Supported  and  approved  by  Standard  Oil  Company Archbold,  616, 517, 527 

Working  of,  discussed IIufrcut.l2U 

Interstate  Commerce  Commission: 

Disadvantage  of  giving  ultimate  power  as  now  organized Stetson,  979 

Failure  to  enforce  law Rice,  729, 746 

Judicial  character  and  life  tenure,  advocated Stetson, 980 

Powers,  increase,  discussed Stetaon,979,^ 

Railway  discriminations,  admitted  to  exist  by Allen,  1190 

Regulation  of  combinations  by ^^^ 

Unreasonable  rates  should  be  sununarily  abolished Stetson,  979 

Investors,  protection  of  (see  also  CcmUaiization,  Promotion) :  ^ 

Co^ibinatious  largelv  intended  to  neece McNulta,  23i ; 

Rogers,  586;  Stetson,  975, 976 

Common  law,  liability  of  promoters  and  officers Dos  Passos,  11^  11^5 

Existing  laws  sufficient  for  protection Dos  Passes,  1176, Ihi 

False  statements  to  secure Luy^^^l 

Government  protection,  deprecated Havenieyer,  VJ 

Impossibility  of  complete  protection Myers,  1135-1  w« 

Regulation  of  capitahzation,  discussed 8tetsou,9io; 

Myers,  1138;  Dos  Paseoe,  11-5' 
Iron  and  steel  industries: 

Advantages  of  United  States  in  manufacture Outhrie,  955;  Gates,  lOH 

Combinations,  relations  Ijetween  existing Gates,  1023,  Iv-i 

Germany,  conditions  and  competition  of. Gates,  1014-lOi^ 

Syndicates  in Gates,  1017,  Ob 

Proportion  controlled  bv  great  combinations Gates,  l^ 

Tariff,  protection,  necessitv  of Reis,947;  Guthrie.  955;  Gary, 997, iw; 

Gates,  101H018 

Iron  mines:  «  •  aw 

Failures  in  Lake  Superior  region ^^^. 

Ownership  of,  bv  combinations Reis,944,9^ 

Gary,  982, 987 ;  Gates,  1003, 1005, 1006, 1^ 
Proportion  controlled  by  great  combinations Gates,  lw» 
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Xron  ore:  i^e. 

Output  and  prioea Gates,  1025 

Xron,  -pig: 

Control  by  combinations Gary,  982, 985;  Gates,  1023 

Furnaces  all  in  operation  at  present Reis,  951 

Output,  increase Gates,  1006 

Prices,  average  annual Reis,  945 

Xron  pipe: 

Prices,  increase  through  combination Dowe,  28 

Xentacky  Bistilleries  and  Warehouse  Company.     (See  Whisky  combinations.) 
X«abor  (see  also  Wages) : 

O^ital,  relations  with,  constantly  improving Archbold,  543 

Interests  identical  with Tburber,  12;  Smith,  69 

Effects  of  combination — 

Generally,  referred  to Mas,  85 

American  Steel  and  Wire  Company Gates,  1011, 1012 

American  Tin  Plate  Company: Graham,  853, 858, 860; 

Reid,  869-876, 879;  Griffiths,  90^-907;  Greer,  924 
Commercial  travelers,  displacement  and  consequent  losses. .  Dowe,  26-33, 36; 

Bradley,  829;  Gates,  1030;  Dodd,  1050 

Dependence  upon  single  employer,  disadvantages Dowe,  35 ; 

Havemeyer,121;  Lee,  288 
Displacement  by..  Thnrber,24;  Havemeyer,  110;  Clarke,  190, 191 ;  Lee, 290 

Expert  chemists  and  investigators,  displaced Mas,  85, 86 

Foremen,  number  not  greatly  reduced Clarke,  190 

Idleness,  increase  of Griffiths,  904, 905 

Improvement  of  conditions Smith,  69 

Increased  employment  through  combination Smith,  68 

National  Steel  Company Reis,  946 

Office  force, effect  on Guthrie,953;  Clarke,  190;  Gary,983 

Smelters'  trust,  dispute  as  to  hours Havemeyer,  121 

Stability  of  employment,  effect  on Lee,  289, 290;  Griffiths,  904, 905 

Strikes,  posaibinty  of  cloung  establishments  during Dowe,  35; 

Havemeyer,  121 ;  Lee,  288 
Standard  Oil  Company.     (See  Standard  Oil  Omwany,) 

Sugar  combination Havemeyer,  110, 122, 128, 129;  Post,  158, 161 

Superintendents  and  foremen,  high  salaries Lee,  290 

Whisky  combinations Clarke,  185, 190, 191 ;  McNulta,203;  Cook,  249 

Interest  in  combinations  and  legislation Dos  Passos,  1171 

Organizations — 

Advocated Archbold,  542 

Agreements  with  trust  employers.  Great  Britain Thurber,  9 

American  Steel  and  Wire  Company,  does  not  recognize Gates,  1011 

American  Tin  Plate  Company,  relations  to Graham,  853; 

Reid,  869;  Griffiths,  904-907;  Greer,  928 

Employers  prefer  to  have  men  belong  to Going,  920 

Federal  St^el  Company,  relations  to Gary,  983 

International  Silver  Company,  nonunion Dodd,  1052;  Watrous,  1064 

Monopolistic  character  of. Thurber,  6;  Allen,  1198-1200 

Necessary  to  meet  combinations  of  capital Lee,  289;  Allen,  1199 

Rapid  progress  and  effects Thurber,  5,  6 

X^gMntion  (see  also  Antitrust  laws;  CapUalizaiion;  Corporation  laws;  Natio^ial  laivs; 
New  Jersey;  Publicity;  Railways;  Stockholders) : 

Recommendations  and  discussion,  general Monnett,  329 ; 

Davis,  361;  Archbold,  543;  Allen,  1193-1197 

Capitalization,  limitation  of,  advocated Lee,  294, 295 

Charges,  reflation  of,  quasi-public  companies Lee,  294;  Myers,  1135 

Charters,  withholding  or  forfeiture  of Dow^e,  35;  Monnett,  310;  Rice,  730 

Chicago  Trust  Conference,  conclusions  concerning Dos  Passos,  1156, 1157 

Common  law,  sufficiency  as  remedy,  discussed Monnett,  313, 314 ; 

.Gary,  1000;  DosPassos,  1155, 1156, 1163, 
1164,  1176;  Allen,  1183-1187, 1193,1204 

Competition,  destructive,  prohibition  of Lee,  294; 

Weetgate,  383;  Lockwwood,  394 

Conspiracies,  treatment  of  trusts  as Dowe,  28, 36 

8up|)re88ion  of  combinations,  advocated McNulta,  237, 240 

Corporations,  right  of  State  to  control Dos  Passos,  1171 ,  1172; 

Allen,  1189, 1194 
Quasi-public  character,  how  far  applicable Allen,  1200, 1201 
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X^e^islation — Continued.  ^^ 

Desirability  of  study  by  commiflBionere Doe  PaaBoe,  11S9, 114D 

Desirability  of  definite  application  to  conditions Allen,  I19S,  HM 

Existing  statutes  and  their  working — 

Sufficiency  of Gary,  1000;  Dos  Paa8oe,llM,n» 

Unsatisiactorv  character  of Doe  Paasos,  1139, 1140 

Undue  laxity  of All«i,ll» 

Ineffectiveness  of Dowe,  26;  Claiie,187 

Difficulty  of  enforcing Monnett,315,324,33D 

Failure  of  officials  to  enforce Emery,  670,671;  Rioejtf 

Early  English  laws  against  combination,  inetfective IJos  Paseos,  lldS,  UM 

Germany,  supervision  of  combinations  by  Government GalcB,  lOlS 

Justification,  seneral  discunion— 

Individual  liberty,  right  to  noninterference Havemeyer,  114,  IS; 

Doe  PtasBOs,  1140, 1141 

Social  compact,  conditions  of Doe  Ftasos,  1140, 1141 

Impossibility  of  making  strong  individuals  by Steteon,  9TS 

Interference  by  laws,  deprecated Smith,® 

Effects  often  different  from  those  anticipated Dos  Pbsbos,  115^ 

Increase  cost  to  consumer Havemeyer,114 

Natural  laws  superior  to Doe  Passos,  1152-1151 

Injurious  to  public  wel&u« Havemeyer,  105, 106, 114, 1^ 

Penalties,  cumulative  fines,  advocated Thnrb(7,iS) 

Practicability  of  enforcing Lee,595 

Insufficiency  of  fines Kice,r3$ 

Prices,  catting  below  cost  of  production,  prohibition  of Lee,  2^; 

Weetgate,  383;  Lockwood,3M 
Reflation,  constitutionality  doubtful Havemeyer,  1^ 

Promotion,  regulation  of Lavtiee, &7,358: 

Dill,  1182;  Dos  Pueoe,  1163, 1176, 11J7 

Tariff,  repeal  on  articles,  controlled  by  combinations BuvnitskT,  oO; 

Rice,  730;  Gary,9»-10CiO. 

Uniformitv,  desirability  of Dos  PSaaBoe,  1167;  Allen,1209 

Difficulty  of  securing Allen,  1209, 1210;  Huficat,1215 


Control  and  corruption  by  combinations Lockwood,S!8: 

Emery,  671;  Doe  Ptoses,  1159 

Trusts,  lobbying  by Thurber,  15, 16 

"Whisky  combination,  funds  for  influencing McNiilta,235 

I«iberty: 

Right  of  noninterference  bv  legislation Havemeyer,  114, 12?; 

Doe  Passes,  1140,  IHl 

Liberty  of  contract: 

Corporations  should  be  allowe<l,  in  organization Stetson,  972,  ^ 

lanseea  oil: 

Adulteration  of Mas,  74;  Clark,338;  Mattheir8,4g 

Number  of  mills  combined I)owe,» 

Ma.chinery: 

Attempt  to  monopolize,  tin  plate Graham,  ^ 

Reid,875;  Griffiths,  888-890;  Taylor,  935, 9^^ 

No  monopoly  of,  wire  nails,  etc.., Gates,  1009, 1010 

Control  of,  barbed  wire Gates,  1009, 1085 

Mails: 

Prohibition  of  use  to  illegal  combinations Huffcnt,  l-w 

MasBachusetts:  ^ 

Capitalization,  provisions  of  law  concerning Myers,  1127-11* 

Overcapitalization,  not  prevented  by 1 . .  Moore.  9» 

Corporations,  supervision  oi,  described Myers,  lljj 

Corporations  driven  out  of  State  by  strict  laws M^'crs,  11^ 

Monopolies,  municipal,  restrictions  as  to  capitalization Myers,  112^^  JS 

Preferred  stock,  not  allowed  in r Myeis,!!^ 

Railwavs  and  street  railwavs,  regulation  of  consolidation Myers,  1131»^J^ 

Stock  cfividends,  prohibited Mvere,n2^ 

Stock,  issue  of  new,  at  market  value ^X^  J,.m 

Stock  must  1)0  paid  in  full Myers.  1128,  H-'^ 

Merchant  marine:  ..« 

Necessity  of  development Thurber,  10, 11 ;  Gnie^,  mo 
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3Ciddlemen  (see  also  Individual  enterprise) :  l^^- 

Displacement  by  trusts Dowe,  25, 34, 36 

riTiTTig'  industries  (see  also  Iron  mines) : 

"feet  of  trusts  on,  as  producers  of  ra^-  material Thurber,  22 


Statutes  and  decisions  concerning  monopolies Allen,  1186, 1187, 1201, 1204 

blleziliauer  Hefinery.     (See  Sugar  combtnation,) 
opoly  (see  also  Antitrust  laws,  Legidation,  etc.) : 

Advertising  of  special  brands,  may  create Smith,  70, 71 ;  Bradley,  829 

Antipathy  toward Allen,  1 182 

Charters,  special,  to  corporations Dos  Passos,  1145 

Common  law,  attitude  toward Monnett,  313, 314; 

Gary,  1000;  Doe  Passos,  1155, 1156, 1173;  Allen,  1183-1187 

Competition  as  remedy Thurber,  6, 14; 

Smith,  68-70;  Havemeyer,  105;  Clarke,  187;  McNulta,  217, 237; 
Monnett,  329;  Stetson,  980;  Gary,  1001;  Doe  Passos,  1151. 

Danger  of  power  in  single  hands Phillips,  597 

Definition  of  term Dos  Passos,  1144, 1146;  Allen,1182 

Ooke^  Lord,  definition  by Monnett,  313, 314 

Intent,  monopolistic,  must  be  shown Allen,  1200-1202, 1205 

Character  of  evidence  necessary Allen,  1201-1206 

Proportion  of  business  controlled  does  not  determine Allen,  1205 

Puiyose  of  creating,  evidence  concerning Allen,  1181, 1182 

England,  franchise  jp'ants,  early Monnett,  314 ;  Dos  Passos,  1145 

Laws  and  decisions  against Doe  Passos,  1152, 1153;  Allen,  1182-1184 

Iaws  against,  early,  ineffective Dos  Passos,  1152, 1153 

Existence  in  United  States,  discussed .  Gary,  1000;  Allen,  1181;  Doe  Passos,  1145 

Failure  of  pools  and  comers,  univeiwd Dos  Passos,  1151 

Gas  compuiies.  New  York,  influence  of  Standard  Oil  Company.  Allen,  1191-1193 

Impossibility  except  as  to  advertised  articles Smith,  68, 72 

Legal  monopolies  still  exist  in  the  United  States Allen,  1184 

Municipal,  characteristics  of Myers,  1128;  Allen,  1184 

Chaiges  increased  through  overcapitalization Myers,  1135 

Char^,  regulation  of,  Massachusetts Myers,  1135 

Public  ownership,  discussed Monnett,  327;  Mvers,  1136 

Restrictions  as  to  capitalization,  Massachusetts Myers,  1129-1 133 

Natural,  characteristics  of Myers,  1128 

Natural  laws,  sufficient  to  prevent. Dos  Passos,  1150-1152, 1169 

Partial  restraint  of  trade,  i^g^ainst  common  law Dos  Passos,  1173;  Allen,  1182 

Quasi  public,  grants  establishing Allen,  1184 

Patents,  secured  by Havemeyer,  105, 115;  Dos  Passos,  1145 

Tariff,  high,  protective,  as  cause Havemeyer,  102, 105, 118 

Tendencjr  toward,  though  not  complete,  illegal Allen,  1182 

Trade  unions,  monopolistic  character  discussed Thurber,  6;  Allen,  1198-1200 

Advantages  of  corporate  bond  system Dos  Passos,  1 148, 1149 

Ifails,  wire : 

Output,  prices,  competition,  etc Thurl>er,  22; 

Monnett,  321;  Gates,  1005, 1009-1011, 1022 
Ifational  laws  (see  also  CongresSy  Interstate  commerce) : 
Corporations,  organization  and  regulation  by — 

Advocated Thurl^er,  16; 

Archbold,  565,  580;  R<:^rs,585;  Rockefeller,  797; 
Gates,  1022;  Pam,  1037;  Dill,  1087, 1088. 

Referred  to Emery,  623 

Necessity  under  modem  conditions Allen,  1206, 1207 

Deprecated Moore,  965;  Stetson,  981 ;  Doa  Passos,  1159-1161 

Congress,  power  of,  discussed Stetson,  981; 

Gary,  1000,  1003;  Dill,  1087,  1088;  Dos  Passos,  1159-1161; 
Allen,  1209;  Huffcut,  1211-1219. 

Congress,  power  to  issue  special  charters Pam,  1037 

Taxation  for  privileges,  advocated Gates,  1022 

Reports  and  inspection  by  Federal  Government,  advocated Thurber,  16; 

Havemever,  136, 138;  Archbold,  566, 580;  Rogers,  5^5;  Allen,  1194 

States,  powers  of ,  limited Huffcut,  1211-1218 

States,  riffhts,  importance  of  maintaining Dos  Passos,  1161 

Tariff,  reduction  as  remedy  for  combination Buynitskv,  50; 

Rice,  739;  Gary,  998^1000 
Taxation,  regulation  of  combinations  by Allen,  1194;  Huffcut,  1217 
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National  Biscuit  Oompaay :  ^ 

Oipmization  referred  to Moore,^ 

National  X^ead  Company: 

Court  decifiiion  concerning Allen,  1186, 11^7 

National  Refining  Company.     (See  Sugar  combination. ) 
National  Shear  Company : 

Capitalization  (see  also  Organization)  — 

Amount  authorized  and  issued Pearson,  1041, 1042;  Wise,  1(M3 

Value  of  plants,  estimated WiaB,1044 

Stock,  value  of Wi88,1047 

Stock  as  bonus  for  loan Pearson,  1041, 1042 

Causes  of  combination — 

Competition,  exoessiye Wiss,  1(H4-1(M6 

Tariff,  excessive  competition  caused  by WiflB,l(M6 

Competition,  excessive,  caose  of  combination Wiss,  1C44-1WJ 

Diviaends,  none  paid  as  vet Wise,  1W7 

Economies,  advantages  of  combination  in  securing Wise,  106 

Organization,  history  and  method — 

History  and  descrintion  of  process Wias,  1042, 1043, 10«6 

Each  company  made  its  own  bargain Wiss,  1044, 1016 

Loan  for  working  capital  and  buying  plants,  conditions  .  Pearson,  1041, 1012 

Plants  entering  combination 1 Pearson,  1041;  Wi8B,1044 

Plants  paid  for  in  cash,  stocks,  and  notes Pearson,  1045,  lOiS; 

WisB,  1044, 1W7 

Output,  proportion  controlled Wi8B,1044 

Pearson,  James  C. ,  loan  to  National  Shear  Company Pearson,  1041, 10c 

Prices — 

Decrease  before  combination Wias,lO44,10te 

Increase  since  combination Wiss,  10» 

Raw  material,  increase  of Wise,  10» 

Promotion,  history ,  profits,  etc Wiw,  104S-104i 

Stock.     (See  OapUatiiaHon,) 
Tariff- 
Protection  neceagary ^i**^^ 

Excessive  competition  caused  by WisB,lW6 

Importation  of  small-sized  sdsBors Wis,  1046 

Wages,  mcrease  since  combination WiB8,104;> 

National  Stool  Company  {boU  witnesiy  Reis)  : 

American  Steel  Company,  relation  to ^ 

American  Tin  Plate  Company,  relation  to W4,04» 

Oapitalizatiou — 

Amount  and  classes  of  stock ^ 

Cost  of  erecting  plants,  estimated ^ 

Plants  bought  for  cash  or  stock jj 

Promotion,  expenses  and  profits  of j^ 

Properties  owned,  description  and  value 044,945,92 

Stock,  preferred,  represents  cash  value ^ 

Description  of  business ^'xS 

Dividends,  payment  of ^' 

Economies —  . 

Supply  of  raw  materials  the  chief  advantage ^l 

Freights,  saving  by  shipping  from  nearest  point ^1 

Cost  of  production  not  reduced ^' 

Labor—  ^ 

Amalgamated  Association,  employees  belong  to ^ 

NUmGer  of  employees  increased ^{ 

Puddling  no  longer  practiced  in  Pennsylvania ^ 

Wages,  annual  scales,  payment  by ^ 

Wages,  increase,  recent..-. jj; 

New  Jersey,  conformity  of  National  Steel  Company  to  law ^ 

Mines,  failures  in  Lake  Superior  region au^ 

Ownership  by  National  Steel  Company s^ 

Output,  number  and  capacity  of  plants,  proportion  of  output Si 

I*ig  iron,  furnaces  all  in  operation  at  present ^ 

Prioep,  average  annual ^ 

Price  of  steel —  o^ 

Average  annual ^ 

Increane  due  to  added  demand : ^ 

Market  quotations  do  not  indicate  actual  selling  prices ^^ 
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K'stional  Steel  Company — Continued.  ^ge. 

Stocks,  amount  of 944 

Value  of 948 

Stockholders,  right  to  examine  books 943 

Increase  in  number  by  consolidation , 948 

Structural  steel,  increase  in  demand  for 950 

Tariff- 
Steel,  duty  on,  has  no  effect 947 

Effect  of  removal  from  other  steel  products 947 

Vessels,  ownership  by  combination 944 

Wages 946 

Ifew  Jersey  corporation  laws : 

Advantages  generally Moore,  963, 964;  Dill,  1077-1082 

Advantages  to  corporations Bradley,  823;  Stetson,  971, 975;  Gary,  996; 

Pam,  1035, 1036;  Dill,  1081, 1082;  King,  1108 

Agents  of  corporations — 

Methods  of  appointment  and  record Ryan,  1100, 1104, 1105; 

Kmg,  1106, 1107, 1111 

Number  of  corporations  represented  by King,  1106 

Compliance  with  laws  by,  discussed Ryan,  1099-1106; 

King,  1106-1111;  Edgerton,112a-1125 

American  Tin  Plate  Company,  compliance  with Graham,  857; 

Reid,  865;  Wheeler,  864 

Broader  scope  of  laws Pam,  1035, 1036 

Capital,  provisions  concerning  payment,  etc Dill,  1080, 1082 

Distilling  companies,  compliance  with Bradley,  823, 824 

National  Steel  Company,  conformity  to  laws ReiB,94$ 

Principal  office  in  State — 

Provisions  concerning Dill,  1077, 1078 

Methods  of  maintaining Ryan,  1099-1106;  King,  1106-1111 

Compliance  with  law,  cuscussed Edgerton,  1123-1125 

Publicity — 

Provisions  of  law  requiring Dill,  1078-1084 

Protection  of  public  under King,  110^ 

Violation  of Dill,  1079 

Registration  and  trust  companies,  methods  of  business Wood,  1089-1094; 

Hansen,  1094-1096;  Marwick,  1096, 1097;  Garvin,  1098, 1099 

Reports,  annual — 

Provisions  of  statute  concerning Dill,  1078;  Wood,  109S 

Fullness  of Pam,  1037 

Compliance  with  law,  discussed Ryan,  1102;  King,  1107;  Edgerton,  1125 

Trust  companies,  corporations  represented  required  to  furnish. .  Wood,  1092^ 

1093;  Hansen,  1095;  Garvin,  1098 
Officers  not  liable  for  failure  to  make Bradley,  825 

Retaliatory  laws,  justification  of - DiU,  1085 

Stock  and  transfer  books — 

Provisions  concerning Dill,  1078, 1083, 1084 

Methods  of  registration  companies Wood,  1089-1094; 

Hansen,  1094, 1096;  Marwick,  1096, 1097;  Garvin,  1098, 1099 

Methods  of  keeping  at  principal  office Ryan,  1103;  King,  1107 

Compliance  with  law,  discussed Edgerton,  1123-1125 

Stockholders — 

Meetings  must  be  in  State Dill,  1077 

Liability  of Dill,  1086 

Right  to  examine  books Dill,  1078, 1083, 1084 

Not  speciallv  prejudiced  by  laws  of Gary,  996 

List  of,  methods  of  keeping Ryan,  1102,  llOS 

Taxation  of  corporations — 

Rates  stated  and  discussed Dill,  1086;  Kmg,  1108 

Reasonableness,  cause  of  oi^ganization  of  corporations  in Thurl^r,  21; 

Stetson,  975;  Gary,  996;  Dill,  1081;  King,  1108 
Revenue  from Moore,  965;  King,  1111 

Violation  of  laws Dill,  1089;  Ryan,  1099-1106;  Edgerton,  1123-1125 

Hew  Jerae^r  Corporations  Agency : 

Description  of  business King,  1106-1111 

Hew  Jersey  Guarantee  and  Trust  Company : 

Methods  of  business Hansell,  1094-1096 
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• 
Kew  York :  ^m 

iStoi'khoUiers,  right  to  examine  booka Kll,  1079 

Kew  York  Cit^ : 

(tm  companie*<,  combinations  among Allen,  1191-1193 

Hew  York  sugar  Refining'  Company.     (See  Sugar  combinations. ) 
Ofiice,  principal,  of  corporations : 

Delaware,  provisions  concerning Smith,  1120;  Sawyer,  1125 

New  Jersey,  provisions  concemmg Dill,  IOj  i ,  107> 

Compfiance  with  law,  discussed Edgerton,  112^1 1£ 

Maintenance  by  registration  and  trust  companies Wood,  108S>-10W: 

Hansell,  1094-1096;  Marwick,  1096, 1097; 
Gar\an,    1098,   1099;    King,    110^1111 

Methods  of  attorneys  in  maintaining R>'an,  1099-1K>B 

West  Virginia,  requirements,  concerning Nevins,  1112, 1113 

Officers.     (See  Public  officers.) 

Oil.     (See  Standard  Oil  combinationt  p.  1307.) 

Output,  control  of.    (See  under  separate  combinations;  also.  Competition;  Monopt^; 

Prices.) 
Overcapitalisation.     (See  CapUalization,) 
Paper: 

International  Paper  Company,  referred  to Stetson,  9T0 

Prices,  increase  tnrough  combination ■  Dowe, 2S,3S 

Paper  bags: 

Effect  of  combination Dowe,  28, 29 

Partnership: 

Disad\'antage  of  form  of  combination Stetson,  981 ;  Dos  Passos,  1146, 1147 

History  of  system 1 Doe  Bassos,  1146 

Patents: 

Control  of,  American  Steel  and  Wire  Company Gates,  1009, 1010, 10S3 

American  Tin  Plate  Company Reid,  875 

Standard  Oil  Company Dodd,  7?S 

Inventors  seldom  reap  profit  from Dos  Paasos,  1170, 1171 

Monopolies  caused  by Havemeyer,  105, 115;  Dos  Psasos,  1145 

Removal  of  exclusive  right,  deprecated Dos  Passos,  117^ 

Politics  (see  also  Ijcaislatures) : 

Campaign  contrioutions  by  combinations Havemeyer,  129;  Monnett,  313 

Corporations  should  not  influence Gary,  997 

Effects  of  combinations,  possible McNulta,  240;  Monnett,  326, 327;  Rioe,  746 

Pools: 

Illeffality  and  ineffectiveness Allen,  1181 

Railway, advocated Thurber,  19;  Steteon,97S 

Interstate  Commerce  Commission,  approval  should  be  required Stetsoo. 

978, 97r 

Stock,  International  Silver  Company Dodd,  1058-1061 ;  Rogers,  1070 

Whisky,  formation  among  distilleries Clarke,  168, 169, 189;  McNulta,  200, 241 

Prices  (nee  also  under  sjyecijic  combinations): 

Cutting  by  combinations  against  competitors — 

Below  cost  of  production  should  be  prohibited Iiee,294; 

Westgate,383;  Lockwood,394;  Emer>',671 


Standard  Oil  Company.     (See  Statidard  Oil  Company.) 

Sugar  combination l^: 

22, 57, 95, 96, 107, 108, 118, 135, 138, 142, 146, 147-149. 16o 

Policy  regarding Doscher,  88, 89;  Havemever,  118.  l^} 

Whisky  wmbinatioiis 170, 1 76, 178, 181-183, 208, 253, 815.  ^i 

Present  policy Bradley,S15;  Riee,84^ 

Effect  of  combinations  generally — 

Basin t^s  principles  onl v  should  govern Havemeyer,  118. 1^ 

Consumers  not  miured  1)y Clarke,  Iw 

Danger  of  control  by  . . .'- McXalte.  ^ 

Excessive,  tendency' toward,  where  no  competition Lee,  2(>5, 2^ 

Increane,  instances* of,  rei)orteii  by  commercial  travelers...  Dow^28,34^ 

Mono|K3l y,  policv  under .' Gate.  J^* 

Possibility  of  raising  al)ove  competitive  rates Archbold,  569, oti 

Pruiciples  of  determination  bv  tmsts Havemever,  118-121,  IojJt 

Archfcold,  569, 570;  Rice,  847;  Reid,  ^m;  Gat«J,  Iw^ 
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Prices — Continued. 

Effect  of  combinations  generally — Continued.  P*8^- 

Raw  materials,  reduced  by Thurber,  1 2, 22, 23 

Reduction,  tendency  toward Havemeyer,  135 ;  Moore,  965 

Reduction  by  competition  between  lanre  establishments,  cases.  Do  we,  28, 29 

R^ulation  by  public  authority Tnurber,  15;  Havemeyer,  122;  Lee,  294 

Stock  manipulation,  changes  for  purpose  of.  Do  we,  28;  McNulta,  209;  Rogers,  1074 
Specific  articles,  effect  of  combination — 

Glucose,  increase  by  combination Mas,  79 

Shears Wiss,  1045 

Silverware 1051,1052,1056,1071,1072 

Steel  products 868,945,950,954,990,1026,1027 

Sugar 2,22,70,103,118,120,126,135,136,156,165,166 

Tin  plate 853, 859, 862, 867-869, 874, 881, 885, 897, 902, 914, 930, 933-938 

Reduction  by  establishment  of  American  industry 858, 916, 935 

Whisky 171, 186, 189, 207-211, 242, 246-250, 814, 827, 845, 847 

Wire,  wire  nails,  etc 22, 321, 1005, 1011, 1025^1027, 1033 

ofELce.     (See  Office^ 
Production,  cost  of.     (See  Economies  of  combination,) 
Productive  capacity: 

Excess  above  consuming  power.  United  States Thurber,  10 

Industrial  depression  caused  by  excess  of Thurber,  20 

Overproduction,  outlook  for v. Smith,  69 

Profits  (see  also  Prices;  Competition;  Standard  Oil  Company p 

Decrease  of  average  during  past  decade Thurber,  5 

Excessive,  lead  to  failure  and  competition Thurber,  6 

Legitimate  when  due  to  improvement  in  manufacture Buynitsky,  50 

promotion  of  corporations  (see  also  CapitalizaHon;  Investors) : 

False  statements  and  their  prevention Luyties,  257, 258 

-  Investors,  combinations  largely  intended  to  fleece McNulta,  237 

Laws,  existing,  sufficient  remedy  for  frauds  in Dos  Passos,  1163, 1176, 1177 

Overcapitalization  and  speculative  purposes Thurber,  19; 

Dowe,25,  31;  McNulta,  237;  Dill, 
1080;  Myers,  1133;  Dos  Passos,  1166 

Practice  described Monnett,  328 

Profits  of,  American  Tin  Plate  Company Reid,  866; 

Griffiths,  911;  Moore,  960-963 

American  Steel  and  Wire  Company Gates,  1031 

Distilling  Company  of  America Bradley,  820-822;  Rice,  838-840 

Speculative  purpose  in  certain  cases Dos  Passos,  1166 

Prosecutions  of  combinations: 

Attorneys-general,  duties  of Monnett,  324, 325 

Difficulty  and  expense  of Monnett,  330 

Difficulty  of  compelling  testimony Emery,671 

Witnesses,  incrimination  by  testimony Monnett,  315 

Prosj^ectuses : 

flability  for  statements  in  England Dill,  1082 

Public  officials  (see  also  Legislatures) : 

Influence  of  combinations  over Emer\',671 

Publicity  of  corporate  afi)Edrs: 

Advocated Thurber,  15, 16, 20; 

Havemeyer,  136-138;   Luyties,  258;  Dos 
Passos,   1157,   1158;   Allen,   1193,    1194 

Advocated,  but  not  alone  suflacient Lee,  296 

Common  law,  sufficient  i)rotection  under Dos  Paflsos,  1163, 1 176 

Competitors,  danger  of  giving  advantage  to Havemever,  136; 

Stetson,  975, 980;  King,  1109, 1 110 

Discussion  generallv Clarke,  181 ;  Stetson,  980; 

'  Dos  Passos,  1162, 1164, 1167-1169, 1175;  Havemeyer,  136-138 

Desirability  of  general  knowledge  as  to  conditions Gar>',  996, 1001 

Might  be  made  advantageous  to  combinations Havemever,  136, 138 

England,  laws  concerning,  summarized Dill,  1082, 1083 

Legislation,  data  for,  furnished  by Havemeyer,  137 

New  Jersey,  pro\*isions  of  law  requiring Dill,  10/"8-1084 

Railway  companies,  advocated Stetson,  978 

Reports — 

Annual,  to  stockholders  sufficient Moore,  966;  Stetson,  975, 980 

To  stockholders  and  public  advocated Dos  Passos,  1158, 1168, 1175 
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Fublidty  of  corporate  ailkir* — Continuecl. 

Reports — Continued.  ?■«*- 

Existing  laws  and  their  enforcement 107S, 

1079, 1093-1098, 1102, 1107, 1113, 1115, 1121, 1122,115 

Financial  statements  in  public  deprecated King,  1109, 1110 

Right  of  public  to  know  corporate  aiuurs  discussed Havemever,  13S-138; 

Stetson,  980;  Dos  Passos,  1162, 1163, 1168. 1175";  Allen,  im 

State,  power  of,  to  re(iuire Doe  Paaeoe,  1171;  Allen,  1189,  IIW,  119& 

St<x*kholdeiiB — 

Xeoessary  for  protection  of Thurber,  6, 15, 16,30 

Right  to  examme  books,  and  protection  generally ST, 

966, 971, 996, 1078-1084, 1164-1168,  l^ 
Kailwa^  (see  also  Freights) : 

Antiscalping  law,  opposition  of  commercial  travelers  to Dowe,  41,42 

Capitalization,  amount  of Rice,  743 

Jpstification  of  large Doe  Ptesos,  1149 

Central  Passen^r  Association,  character Moiinett,329 

Combinations,  mterest  in Allen,  1191 

Commercial  travelers,  loss  from  displacement  by Dowe,  27, 32 

Consolidation  of — 

Iaws  regulating  capitalization Myers,  1131,  US 

Rapid,  ouring  recent  years Rice,  742, 743 

Reduction  of  rates  by Thniber,4 

Courts,  subserviency  to Lockwood,  389 

Danger  of  undertaking^  other  forms  of  business Alien,  1191 

(Tovemment  ownership  advocated Lockwood,  392,398; 

Emery,  670, 671 ;  Rice,  730, 745, 755 

Disfranchisement  of  railway  employees  under Rice,  745 

Mileage  books,  Commercial  Travelers'  League,  influence  in  securing. . .  Dowe, 41 

Monopolistic  character  of  grants Lockwood,  3^;  Alien,  1184 

Officers,  high  ability Stetson,9^ 

Political  power  exercised  bv,  evils  of Lockwood,  391, 393;  Emery,  671 

Pooling,  advocated '. Thurber,  19 

Advocated  under  due  approval Stetson,  978, 979 

Traffic  associations,  existing,  character Rice,  743, 741 

Public  character  of Monnett,  310, 323-326;  Lockwood,  392;  Rice.  740 

Publicity  of  accounts  and  busixiess  advocated Stetson,  978 

Rates- 
Excessive,  instances  of Monnett,  325;  Lockwood,  391 

Ohio,  proposed  act  regulating,  deecribei Monnett,  322, 3^ 

Reiiuction  and  causes Thurber,  1^  19 

State  rates  at  interstate  rates,  advocated Monnett,^ 

Transportation  by  water,  effects Thurber,  19;  Le«»^ 

Unreasonable,  not  now  existing Stetson,  979, 989 

Unreasonable,  should  be  summarily  abolished Stetson,  979 

Wheat,  excessive  charges  for  transporting MonnettSS 

Reorganization — 

Caph  brought  in  for  improving  properties --  Stetson, 978 

Interest  chai^i^es  usually  redu^d  by Stetson,  977 

Necessary  because  of  reduced  rates  and  profits Stetson,  977 

Sherman  antitrust  act,  applied  to  common  carriers. .  Rice,  742;  Dos  PMBoe,ll» 

Sugar  combination,  apportionment  of  freights  among Havemever,  115 

Free  storage,  discussed Do8cher,90;  Havemever,  11- 

Traffic  associations—  •  .     -  o  -ii 

Existing,  number  and  character Rice,  743,^4* 

Transcontinental  association,  contracts  for  maintaining  rates RicC'  ij* 

Unlawful  character Rj^  it* 

Water  lines  associated  with Rice,/*4 

Railway  discriminations  and  rebates:  _. 

Atchison,  Topeka  and  Santa  F^  Railroad,  rebates  by Lockwood,  ^ 

Rice,  733, /3j 

Cities  and  towns,  influence  on  growth Lockwood,^ 

Coal  traffic Monnett, 322, 326;  Lockwood,»» 

Combinations,  harmony  between,  and  railways R'^*'  ijf 

Chief  caune  of ^^^\^y 

Power  and  profits  due  to  . .  Lockwood,  390, 391 ;  Rice,  743;  Allen,  1190.  l^^ 

CommisHions  paid  to  secure  freight *'«e 

Competition,  chief  cause  of  unfair Weslgat^j'^ 
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Bailw^y  discriminations  and  rebates — Continued.  ^se. 

Competition  of  small  concerns  possible,  where  no  discrimination.  Lock  wood,  392 

Cooperative  production  possible,  where  no  discrimination Lockwood,  392 

Existence  of — 

Affect  great  body  of  railway  traffic Rice,  733 

Baltimore  and  Ohio  receivers'  letter  regarding .•- .  Emery,  637 

Complaint,  no  cause  for.-w Smith,  70 

Despite  interstate  commerce  act,  asserted Lockwood,  389;  Allen,  1190 

Relative  rates  from  Chicago  and  Pittsburg  to  New  York Lockwood,  400 

Grain,  higher  freight  rates  for  domestic  than  export Rice,  740 

"Ghost  trains,''  referred  to Rice,  740, 741 

Gross  amount,  $100,000,000  annually Rice,  741 

Interstate  conmierce  act,  disregard  by  railways  and  trusts Lockwood,  389 

Failure  to  enforce Rice,  729, 730 

Long  and  short  haul,  proposed  regulation,  Ohio Monnett,  325 

Instances  of  discrimination Monnett,  322 

Privile^d  classes  created  by Rice,  741 

Remedies — 

Charters,  repeal  of;  as  penalty Monnett,  324 

Compulsory  examination  of  Dooks,  advocated. . .  Westgate,  383;  Emery,  643 

Courts  afford  no  sufficient Lockwood,  389 

Germany,.equalityof  opportunities  in , Lockwood,  393 

Government  ownership,  advocated Lockwood,  392,  393; 

Emery,  670;  Rice,  730,  745,  755 

Interstate  Commerce  Commission,  increase  of  powers Stetson,  979, 980 

Pooling,  as  remedy,  advocated Thurber,  19;  Dos  Passos,  1175 

Possibility  of  effectively  preventing Monnett,  310 

Prohibition  of,  effect  of,  discussed Monnett,  326 

Seizure  of  goods  unlawfully  transported Monnett,  324 

Standard  Oil  Company,  originator  of  system  (see  also  special  index^  p.  1307) 

Rice,  741 

Steel  and  Wire  Company,  American,  receipt  by,  denied Gates,  1031 

Sugar  combination,  receipt  by,  denied *  Havemeyer,  110, 112;  Jarvie,  142 

Tin-plate  combination,  receipt  by,  denied Graham,  856 

Whisky  combination,  formerly  received Clarke,  184;  McNulta,  201 


Prices  reduced  by  combinations Thurber,  12, 22, 23;  McNulta,  239 

Rebate  sjrstein  (see  also  Sugar  combinatimij  Whisky  combinatioru) : 

Contracts,  proposed  forms Smith,  62 

Enforcement  of  asreements,  methods Smith,  62-^ 

Grocers,  Wholesale  Association,  movement  to  secure  generally  . . .  Smith,  59-65 

Instances  of  use Smith,  55^9, 65, 66 

Justice  and  advantageousness Smith,  64, 68 

Legality  of  agreements « Smith,  64, 65 

Manufacturers,  attitude  toward,  favorable Smith,  61 

Su^r,  establishment,  description,  working Smith,  55-58 ; 

Umform  quality  of  goods  essential Smith,  67 

,         Havemeyer,  126-128;  Post,  154, 157 

Ohio,  special  system Post,  155, 156 

Jtegistration  and  trust  companies : 
Methods  of  business — 

Delaware Sawyer,  1126, 1127 

New  Jersey Wood,  1089-1094; 

Hansen,  1094-1096;  Marwick,  1096, 1097;  Garvin,  1098, 1099 

West  Viiyinia Nevins,  1114 

Number  of.  New  Jersey Garvin,  1099 

Number  of  corporations  represented  by Wood,  1090; 

Hansen,  1094;  Garvin,  1098 
Reports  of  corporations  (see  also  PuUicityy  Stockholders) : 

Annual  statements  to  stockholders  sufficient Moore,  966;  Stetson,  975, 980 

Delaware,  requirements  concerning Smith,  1121, 1122 

Compliance  with  law Sawyer,  1126 

New  Jersey — 

Provisions  of  statutes  concerning Dill,  1078;  Wood,  1093 

Compliance  with  law,  discussed Edgerton,  1125;  King,  1107 

Failure  to  ^le  in  principal  office Ryan,  1102 

Trust  companies,  corporations  represented  required  to  furnish.  Wooil,  1092, 

1093;  Hansen,  1095;  Garvin.  1098 
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Beports  of  corporations — Continued.  ^^^ 

Publicity  to  stockholders,  advocated Doe  Pftfisos,  1168, 1175 

We9t  Virginia,  requiremeutd  concerning Nevins,  1113, 1115 

Hubber: 

Commercial  travelers,  displacement  by  combination *  Dowe,  29 

Com  oil,  use  as  sulistitute .' Mas.  74,  m.  78,81 

Pricee,  increase  through  combination Dowe,2S 

Saleamen.     (See  Commercial  travelers,  Selling,) 

School  ftimiture: 

Prices,  increase  through  combination I>owe3 

Selling  of  goodMi 

Economy  in,bv  combination Dowe,33,3T; 

'Bradlev,  829;  Graham,  855;  field,  877;  Griffiths,  S95;  Guthrie,  953: 
Gates,  '1018,  1030;    Dodd,  1050;    Watrous,  1063;     Bogeis,  lOtiS 

8ilT«r  and  silverware.     (See  IntemaHonal  Silver  Company,) 

Smelters'  trust: 

Hours  of  labor,  dispute  concerning,  referred  to Havemeyer,  121 

Soap: 

Prices,  increase  through  combination Dowe,  28 

fiebate  system  in  wholesale  trade Smith,  59, 6S-dS 

Socialism: 

Attitude  of  socialists  toward  trusts ^ Monnett^327 

Speculation,  stock: 

Combinations,  promoted  by Thurber,  20;  Dowe,36 

Evils  of Clarke,l« 

Failure  of  combinations,  chiefiy  caused  by Luvtiee,257 

Federal  Steel  ComiMtnv Gary,  997 

Gold,  prohibition,  inebective Doe  FSBffi8os,1154 

Inevitable  character Thurber,  19 

International  Silver  Company,  stock  pool,  described Dodd,  1058, 1000, 1061; 

Boff»s,]070 

Legislation  can  not  correct  evils CBu-ke,lS7 

Manipulation  by  insiders,  evils  of Clarke,  186;  Rogers,  1070, 1074 

Overcapitalizatibn  and  deceptionof  investors,  evils  of.  Thurber,  19;  Dowe,  25, 31; 

McNulta,237;  Dill,  1080;  Myera,  1133;  Doe  Passes,  1166 

Prices,  changes  for  purpose  of  affecting  stock Dowe,  28; 

McNulta,209;  Ro0m,lO74 
Whisky  combination,  described . .  Clarke,  174, 175;  McNulta,  209, 210;  Kice,S32 

Spirits  Distributing  Company.     (See  Whisky  combinations.) 

Standard  I>istillingr  Company.     (See  Whisky  eombinaiions,) 

Standard  Oil  Company.     (See  separate  index,  p.  1307.) 

Stardh  trust : 

Failure  through  excessive  prices Thurber,6 

Steel  and  iron  products  (see  also  American  Steel  and  JMre  Company ,  Federal  Stid 
Compant^,  National  Steel  Company) : 

America,  advantages  in  production Guthrie,  956;  Gates,  1014 

Belgium,  syndicates,  high  development  of Gary,9i^ 

Combinations,  control  by , .  Reis,  945, 951;  Gary,  985;  Gates,  1005. 1023 

Demand,  increase  and  reasons Reis,  950;  Gates,  1026, 1027 

Exportation  of Guthrie,  956;  Gary,  998, 1001;  Gates,  1014-1018 

Germany,  conditions  as  to  methods,  labor,  etc .'  Gary,  998;  Gates,  1014-1018 

Prices — 

Average  annual Reid,868;  Rei&9i5 

^larket  quotations  do  not  indicate  actuid  selling  prices Reis,  946 

Recent  increase  and  its  causes Tharber,22; 

Reid,868;  Reis,  950;  Gary,  990;  Gates,  1026, 1027 

Structural  steel,  increase  in  demand  for Reie.  ^ 

Tariff,  need  of  protection,  discussed Havemeyer,  l\^'> 

Reis,  947;  Guthrie,  955;  Gary,  997, 998;  Gates,  1^18-1016 

Stock  (see  also  Capitalization ^  Speculation) : 

Banks,  refusal  to  loan  on  as  collateral Dowe,SO 

Issue,  control  of,  advocated Dos  Passos,  115' 

^lassachusetts  laws  as  to Myei?,  il^ 

Issue  of  new  at  market  \s\ue,  Massachusetts Mvers,  1132 

Manipulation  by  false  statements,  restriction  advocated Clarke,  1^1 

Paying  in,  pro\'isions  of  laws  concerning Dill,  IC^.  10S2; 

Smith,  1121, 1122;  Ne\dn6, 1114-1116:  Myers,  1128, 1129 
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Stock— Continued.  Pa«e. 

Preferred,  issue  prohibited,  Massachusetts Myers,  1129 

Property  and  services,  issue  for Stetson,  975; 

Dill,  1080-1083;  King,  1110;  Nevins,1116;  Dos  Paesos,  1166, 1167 

Purchase  hy  corporation  of  its  own  stocks,  justification Stetson,  971, 972 

Quasi-public  companies,  control  of  issue  by  Massachusetts Myers,  1130 

Transfers  (see  Stock  and  transfer  books) . 

Trusts  of  majority  stockholders Myers,  1131,  1134;  Dos  Passos,  1174,  1175 

Uncertainty  as  investment Thurber,  7, 19,  20 

Stock  and  tranafer  books : 
Delaware — 

Provisions  of  law  concerning Dill,  1079;  Smith,  1120 

Compliance  with  law -Sawyer,  1125-1127 

Failure  to  keep  at  principal  office,  New  Jersey ^5^'  ^^^^ 

Methods  of  keeping,  registration  and  trust  companies Wood,  1090-1093; 

Hansen,  1095;  Marwick,  1096;  Garvin,  1098;  Sawyer,  1125-1127 

New  Jersey  Corporations*  Agency King,  1107 

New  Jersey — 

Provisions  of  law  concerning Dill,  1078,  1083,  1084 

Compliance  with  law,  discussed Ryan,  1103;  Edgerton,  112^1 125 

Reasons  for  keeping King,  1 108 

Stock  dividends: 

Prohibited  in  Massachusetts Myers,  1129 

Stockholders : 

Books,  examination  of,  right  to Stetson,  971; 

Moore,  966;  Dos  P&ssos,  1164-1168 

Examination  of  books  sometimes  annoying Gary,  996 

New  York,  regulations Dill,  1079 

New  Jersey,  regulations  and  their  enforcement 1078-1099, 

1103-1110,  1123-1125 

Inquiries  by,  as  to  holdings  of  stock  .  - Dill,  1083;  Wood,  1090, 1091 

Liability — 

Abolition,  advocated ^ Stetson,  974 

New  Jersey  law Dill,  1086 

Lists  of,  alphabetical,  required  before  annual  meeting Dill,  1078 ; 

Hansen,  1095 ;  Ryan,  1102 ;  Sawyer,  1126 

Methods  of  keeping^  New  Jersey Ryan,  1102, 1103 

Meetings,  must  be  held  m  State,  New  Jersey Dill,  1077 

May  be  held  any  where.  West  Virginia Dill,  1079 

Minority,  possibility  of  opposing  interests Stetson,  974 

Powers  of Dos  Passos,  1167, 1168 

Protection  by  law  undesirable Stetson,  974 

Protection,  German  law Luyties,  257 

Protection  of — 

Not  specially  prejudiced  by  laws  of  New  Jersey Gary,  996 

Should  ascertain  condition  of  corporation  before  entering- .  Stetson,  972, 973 

Must  investigate  value  of  assets Stetson,  975, 976 

Undue,  evils  of Stetson,  972 

Rights  guaranteed  under  existing  laws. Dos  Passos,  1164, 1167, 1168 

Trusts  of  majority Dos  Passos,  1174, 1175  ;  Myers,  1131, 1134 

Strawboard  trust : 

Failure  through  excessive  prices.  1 Thurber,  6 

Street  railways : 

Consolidation,  r^ulation  of  capitalization,  Massachusetts Myers,  1131, 1132 

Sugar  combinations : 

Advantages  of  combination.     (See  Economies,) 
Arbuckle  Bros. — 

Reasons  for  entering  su^r  business Jarvie,  141 

Packages,  sale  of  sugar  in Jarvie,  141, 146 

Capacity  of  refinery Jarvie,  140 

Competition  and  effect  on  prices  of  si^ar Thurber,  6, 14, 22; 

Dowe,28,29;  Smith,  57;  Doscher,  95, 96;  Jarvie,  138, 141, 142, 144 

Attempts  to  purchase  refinery Jarvie,  139, 140 

Coffee,  competition  and  prices  of  sugar  company Havemeyer,  113, 114 ; 

Jarvie,  140 
Markets  and  freight  rates Jarvie,  141, 142 
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Sugar  combinatioxLi — Contitiue<i. 

Beet  sugar —  Pi?t 

Coflt  of  refininff  less Jarvie,14f 

Profit  of  numutacture Dowc  2i 

Product  of  United  States Pi>st,  152, 164 

Bounties  by  States Poet,  I^ 

Future  depends  on  tariff  on  cane  sugar Havemeyer,  128:  Post.  It4 

Kzcessive  protection  under  present  tariff Atkin«,  80-3, 807,  S>J^ 

Fanner  receives  little  advantage  from  tariff Atkins^  ^ 

Cost  of  production  in  the  United  States Atkins,  SiS 

Drawbacks,  rates  of Buynitekr.  44, 45 

Bounties  on  exportation — 

Rates  granted  bv  different  countries BuynitskT«52,53 

Countervailing  auties Buj-nitskj,  b2-bi 

Germany,  laige  production  due  to '..  Atkin&,S10 

Brands,  value  of Havemeyer,  1 10,  HI,  U*^ 

Brokers,  employment  in  selling ". Poet,  14^ 

Campaign  funds,  contributions  to,  referred  to Havemeyer,  129 

Capitalisation  of  combination  (see  also  Cost  of  refineries^  ProfiU)  — 

Amount  of  and  value  of  plant Doscher,  100, 101 ;  Havemeyer,  117.  US 

Capital  stock  of  constituent  companies Havemeyer,  123 

Method  of  valuing  and  paying  for  plants Doscher,  100, 101: 

Havemeyer,  1 10,  HI,  123, 124 

Preferred  stock  covers  original  cost ." Thurber,17 

Good  will  and  brands,  value  of Havemeyer,  110,  HI,  U"^ 

Fairness  of  earning  dividend  on  watered  stock 'Havemever,  11^ 

Running  capital,  amount  required  and  rate  of  profit Doscber,  ^: 

Post,  152,  m 
Causes  of  combination — 

Excessive  competition  and  unremunerative  prices  before Smith,  71; 

Havemever,  123;  Atkins,  811 

Closing  of  refineries Thurber,5;  Doscher,  99;  llavemeyer,  110, 124 

Coffee,  competition  of  American  Sugar  Company Havemeyer,  113, 114; 

Jan'ie,  140 

Commercial  travelers,  displacement  by  sugar  combination Dowe,  29 

Competinff  refineries  (see  also  ArbuckleBros.,  Daschery  MoUenhauer,  iVa^i, 
NoHonaif  Spreckie$)  — 

History  and  effect  on  prices Havemeyer,  107, 108;  Post,  147-149, 165 

Existing,  names  and  capacity. Havemeyer,  108, 113 

Relation  to  American  Sugar  Refining  Conipany Thurber,  14;  JPost,  l& 

Attitude  of  American  Company  toward.  Havemeyer,  108,  i20;  Doscher,  8$,  89 

Advantage  of  large  corporation  in  crushing Havemeyer,  1^ 

Operation  restricted  by  low  prices Po6t,163 

Increase  in  number  would  not  be  beneficial Post,  159 

Preference  of  dealers  for  particular  brands Poet,  149 

Successful  competition  not  probable.  •.. Atkins,  811, Hit 

Competition  (see  also  Prices) — 

Excessive,  leading  to  formation  of  trust Smith,  71 ;  Havemeyer,  123 

Reasons  for  excessive Jarvie,  145, 146 

Prices  made  so  low  as  to  prevent Havemeyer,  lOS 

Cooperage,  competition  in  furnishing Poet,  164 

Furnished  by  American  Company  to  Arbuckle  Company..  Havemeyer,  128 

Cost  of  refineries,  estimated Doscher,  91, 92; 

Havemeyer,  111;  Jarvie,  139;  Post,  151, IS:- 
Cost  of  refining  (see  also  Economies)  — 

Estimated  and  discussed  generally Doscher,  88, 93: 

Jarne,  139, 142;  Post,  150, 151;  Atkins,  806,  SO. 

Elements  to  l)e  considered Atkins,  S)r 

Amount  of  refined  from  100  pounds  raw Buynitskv,  44, 47-49; 

Poscher,93;  Post,  150,  I^I 

Present  and  past,  estimated Havemeyer,  U- 

Reduced  by  combination Havemeyer,  103;  Atkins,  811,  SU 

Little  reduction  within  five  years Po8t,ljJ 

Improvement  in  methods,  recent Doscher,9l 

Arbuckle  Brothers Janne,!^ 

Relative  advantages  of  different  plants Doscher,  IW 

Foreign  countries,  reasons  for  lower  cost Havemever.  106, 107,  Iwj 

Jarvie,  142, 146;  Pi»t,  Iw 
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Sugar  combixuitioziB — Continued. 

Cuba—  .  P*«e. 

Conditions  and  amount  of  production Havemeyer,  128, 129; 

Post,  159, 160,62 

Production,  decrease  through  effect  of  war Atkins,  807 

Impoeeibilitv  of  competing  with  untaxed  sugar Atkins,  802, 808 

Little  capital  being  invested  in  sugar Atkins,  807 

Responsibility  of  United  States  for  commercial  prosperity Atkins,  811 

Dividends — 

Amount  of Thurber,  15;  Havemeyer,  136 

Source  of  present,  referred  to Havemeyer,  132;  Post,  163 

Doficher,  Claus — 

Former  sale  of  refinery  to  trust Doscher,  98, 100 

Capacity  and  cost  of  refinery Doscher,  91, 92 

Competition  of  refinery Smith,  57;  Doscher,  90 

Attempts  of  American  Company  to  purchase  refinery Doscher,  89, 90, 98 

Drawbacks.     (See  Tariff.) 

Economies  of  combination — 

Ability  of  different  refiners  combined Havemeyer,  1 10 

Laiige  plants,  advantages  of Doscher,  91 :  Havemeyer,  109, 110;  rost,  151 

Closing  of  refineries Thurber,  5;  Doscher,  99;  Havemeyer,  124 

Continuous  working  at  full  capacity Havemeyer,  109, 110;  Post,  151, 162 

Employees,  reduction  of  number Havemeyer,  110 

Raw  sugar,  purchase  when  prices  lowest Post,  158 

Reduction  of  cost  by  combination Atkins,  811, 812 

England,  refineries  destroyed  by  competition  of  beet  sugar Havemeyer,  133 

Europe,  reasons  for  greater  cheapness  of  refining Havemeyer,  106, 107, 133; 

Jarvie,  142, 146;  Post,  153 

Glucose  (see  also  Glucose  Sugar  Refining  Company)  — 

American  Sugar  Refining  Company,  relation  to Mas,  81, 82; 

Havemeyer,  114 
Extensive  use  in  sirups Havemeyer,  114 

Grocers,  wholesale  (see  also  Rebates)  — 

Agreement  as  to  prices  and  rebates Thurber,  13, 14; 

Smith,  55-59;  Doscher,  95 

Excessive  cutting  of  prices  by Smith,  55, 66, 67 ;  Jar>'ie,  142 

Profits  destroyed  by  recent  competition  of  refineries Havemeyer,  126 

Exclusive  handling  of  trust  susar  not  required  . . .  Smith,  57, 67;  Jarvie,  142 

Havemeyer  &  Elder,  capacity  of  plant  and  economy Post,  151 

Value  of  brand Havemeyer,  111 

Hawaii,  refining  of  sugar  in Atkins,  810 

Conditions  of  sugar  production,  duty,  ete Atkins,  801, 802, 810 

Labor — 

Conditions  of  work  in  refineries Havemeyer,  128, 129;  Post,  161 

Cuba,  conditions  in Post,  162 

Employment,  effect  of  combination Thurber,  5, 23; 

Havemeyer,  122;  Post,  158, 161 

denization  of  workmen Post,  163 

Unskilled  labor  chiefly  employed Havemeyer,  128, 129 

Wages Thurber,5,23;  Havemeyer,  128, 129 

Lexow  Committee,  New  York,  testimony  before,  quoted  -  -  Havemeyer,  125, 126 

Louisiana,  production  of  sugar,  protection  and  conditions Buynitsky,  49; 

Havemeyer,  130, 131;  Atkins,  805, 806 

Mollenhauer  Refinery — 

Capacity  and  cost Post,  148, 151, 152 

Not  now  running  at  full  capacity Smith,  57;  Post,  154 

Relation  to  American  Company Smith,  57; 

Doscher,  99;  Havemeyer,  126;  Post,  150 

Monopolv.     (See  Output ^  Prices.) 

Nash  Refinery,  relation  of  American  Company  to Havemeyer,  126 

National  Refining  Company Post,  148, 150, 151, 154 

New  York  Sugar  Refining  Company.     (See  Doscher y  Claus.) 

Output,  refined — 

Amount  and  proportion  controlled  by  combination Havemever,  107, 

117,124,126;  Jarvie,  141 

Control  of,  as  purpose  of  combination,  discussed Havemever,  125, 126 ; 

Jarvie,  146 ;  tost,  154, 160 
Closing  of  refineries  by  combination Doscher,  99 ;  Havemeyer,  124 
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Bugrar  combinations — Continued. 

Organization  of  combination —  '^ 

Hintory  of Havemeyer,  105 

Refineries  entering Doecher,  99 

Chanse  to  corporation Havemeyer,  100, 124 

Articles  of  incorporation 1*57 

Packages,  sale  in  small,  by  Arbuckle  Brothers Jarvie,  141, 146 

Relative  cost  of  different  kinds Havemeyer,  106;  Port,  153 

Prices — 

Statistics,  variations — 

Raw  and  refined,  187^1898 Thurber,5;  Havemeyer,  IDS 

History  and  reasons  of  variations  in  margin Havemeyer,  M: 

Poet,  147, 148, 165 

Western  markets^  changes  in Post,  165 

Competition  and  cuttmg — 

Methods  of  cutting Doscber,  %,  96 

Special  cats  to  dispose  of  surplus  stock Post,  W 

Policy  of  American  Company Havemeyer,  118, 120, 135;  Poel,  15$ 

Influence  of  competing  refineries  in  keeping  down Post,  15S,  l^ 

Louisiana  and  Hawaii,  competition  of Havemeyer,  130, 131 

Arbuckle  Brothers,  cutting  oy Thurber,  14, 23; 

Dowe,28,29;  Smith,  57;  Jarvie,  138, 142, 146 
Control  by  combination — 

Degree  of,  discussed Thurber,14; 

Doscher,  95, 96;  Havemeyer,  125, 126;  Atkins,  811 

Method  of  fixing Post,l« 

Principles  of  trust  in  fixing Post,  158;  Havemeyer,  118, 120, 135, 136 

Reduction,  recent,  intended  to  crush  competing  refineries Doscber, 


Increase,  intention  after  crushing  competition Hav^neyer,  115 

Danger  of  complete  control  by  one  combination Poet,  159 

Effect  of  combination — 

Discussed  generally Havemeyer,  126;  Po6t,148,165 

Reduced  by Thurber,2,2?; 

Smith,  70;  Havemeyer,  103;  Poet,  156, 165,166 

Policy  of  combination Havemeyer,  110, 120, 135, 1^ 

Margin,  amount  necessary  for  profits Do8ch€r,9r; 

Havemeyer,  136;  Jarvie,  139, 140;  Post,  160, 161 

Tariff,  change  of,  effect iPoet,14« 

Profits  of  refining^ 

Losses  and  fiilures  before  trust  oi^ganized Havemeyer,  109 

Fair  rate,  discussed D^her,  97;  Havemeyer,  136;  Poet,  160, 161 

Raw  sugar,  profits  from  changes  in  price Poet,  158, 161 

High  profits  due  to  economies '.,  Havemeyer,  103 

Protection.     (See  Tarty.) 
Railways— 

ApjK)rtionment  of  freights  among Havemeyer,  113 

Rel)ates  and  privileges  not  received  from. .  Havemever,  118, 112;  Janie,  1-*- 

Free  storage  at  terminal  points Doecner,  90;  Havemeyer,  112 

Raw  8iigar  (see  also  Beet  sugar)  — 

Polariecope  test,  best  degree  for  refining Buynitskr, « 

Profits  by  change  in  price Poet,  158, 161 

Stocks  carried  on  hand ^^^^ao 

Wholesale  grocers  do  not  handle Smith,  ^ 

Amount  of  consumption  and  sources  of  supply Atiin?i  ^ 

Cuba,  effect  of  war Atkins,  802, 807,^ 

Puerto  Rico,  Hawaii,and  Philippines, sugar  from,free  of  duty .  Atkins,  SOh  ^l^ 
Louisiana,  production  in .  Buynitaky,49;  Havemeyer,  130, 131 ;  Atkin8,805,  Su6 
Production — 

Amount  of,  different  countries,  table Havemeyer,  Iw 

Reduction  of,  causes Poet,  150?  Ij^ 

Sources  of  supply Havemeyer,  128;  Post,  152;  Doscher, » 

Louisiana  sugars,  superiority BTiyiiit8fc.^»2: 

Refiners,  interest  in  production Poet,lw 

Prices—  „ 

Influences  affecting Havemever,  107;  ?<^  JJ: 

Effects  of  combination Thurber.  12, 23;  Post,  153';  Havemever,  lU' 

Amounts  obtainable  bv  producers  of  different  countries Atiins*  ^ 

'  ^  807,  a» 
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Sugar  combinatioiui — Conlinaed. 

Raw  su«u^-€ontinued.  P*«fe- 

Tanff  rates Buynitsky,44 

Excessive  protection  to  local  producers Havemey er,  102, 

113, 130, 131;  Atkins,  803-809 
Rebates  to  dealers — 

Establishment,  history Smith,  56;  Havemeyer,  126-128 

Method  described Post,  154;  Havemeyer,  126-128 

Affidavit  abandoned,  reasons Smith,  57-59, 67;  Havemeyer,  128 

Rates  of  rebate  stated Smith,  56, 58, 66;  Do8cher,95 

Uniform  to  all  purchasers Smith,  58 

Freight  rates,  adjustment  of  prices  for  equalizing Smith,  58 

Outtmg  of  prices  still  continues Smith,  58;  Havemeyer,  128;  Post,  154 

Competition  of  new  refineries^  effect  of Smithy  57, 58, 67 

Arbuckle  and  Doscher  refineries  have  established  system....  Smith, 57, 67; 

Jarvie,  147 

Illinois  and  Ohio,  special  system  adopted Post,  155-157 

Refineries  (see  also  QnnpeHng  refineries) — 

Cost  of  plants  estimated Doscher,  91, 92; 

Havemeyer,  111;  Jarvie,  139;  Post,  151, 152 

Senate  committee  on  bribery,  testimony  before Havemeyer,  125 

Siru^— 

Quantity  obtained  and  value Doscher,  94;  Post,  150, 151 

Tariff  on Buynitsky,  44 

Drawbacks  on  exportation Buynitsky,  46, 51 

Spanish  war — 

Effect  on  conditions  of  sugar  business Atkins,  801, 802, 807, 808 

Spreckels  refinery,  capacity  and  economy  of  oi)eration Post,  151 

Oomi)etition  of Havemeyer,  108 

Tariff- 
Rates  existing Buynitsky,  44 

Countervailing  duties — 

Schedule  of  rates .• Buynitsky,  52, 53 

Rates  satisfactonr Post,  157 

Differential  duty,  renned — 

Amount  of ,  estimated Buynitsky,  46-49;  Post,  161, 162 

Consumers  not  injured  by Buynitsky,  49;  Atkins,  808 

Protection  has  built  up  refining  industry Havemeyer,  133 

Foreign  competition  at  present  excluded,  reasons Havemeyer,  130; 

Jarvie,  141, 144;  Post,  157 

Importation  of  foreign  sugars,  conditions  favoring Post,  157 

Insufficiency  of  present Havemeyer,  102, 106, 115, 118, 132; 

Jarvie,  143, 144;  Atkins,  806 

Increase  detrimental  to  refiners Post,  162 

Reduction  of,  effect  discussed Havemeyer,  115, 132;  Jarvie,  145 

Foreign  competition,  cheapness  of  production Havemeyer,  106, 

107, 133;  Jarvie,  142, 146;  Post,  153 
Drawbacks — 

Rates  and  methods  of  fixing Buynitsky,  44-46, 61 

Hawaii,  reciprocity  treaty  with Buynitsky,  54 

Raw  sugar — 

Rates Buynitsky,  44 

Excessive  protection  and  local  competition Atkins,  803-809; 

Havemeyer,  102,  113,  130,  131 

Present  dutjr  chiefiy  intended  to  protect  beet  sugar Atkins,  801 

Farmer  receives  little  advantage  in  price  of  beets Atkins,  804 

High  protection  makes  improvements  in  production  unneces- 
sary  Atkins,  805,  806 

Removal  would  not  affect  refiners Atkins,  807 

Reduction  by  treaty  as  to  British  colonies Atkins,  801,  802 

Effect  of  Spanish  war  on  rates  from  different  countries Atkins,  801, 

802,807,808 

Internal  revenue  tax  to  offset,  advocated Havemeyer,  102 

Stocks  on  hand,  influence  of  changes Post,  158 

Western  sugar  refinery,  ownership Havemeyer,  113 

Competition,  effect  in  increasing Havemeyer,  137 

Combination,  cause  of. .  Havemeyer,  101, 116, 118, 133, 137;  Gary,  999;  Wiss,  1046 
Not  cause  of  tin-plate  combination Rieid,  881 ;  Griffiths,  912 

83a 82 
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TariiF-^Continaed.  ^ 

Coet  of  living  and  wages  in  Americaand  Eoiope GaijilOU 

GermanVi  government  aaaifltanoe  to  exportation Gates,  1016 

Monopolized  articleB,  redaction  or  removal  of,  discusBed Baynitri^,  5d; 

lUce,  730;  Gary,  998-l(»0 

Monopoly,  protection  should  not  permit  creation  of Gaiy,  ^ 

Protection  needed  in  certain  industries GaiT,998,9S§ 

Shears,  protection  necessary Whb,10I6 

Kteel,  necessity  of  protection,  discussed Uavemeyer,  IIB; 

Rei8,947;  Guthrie,  955;  GMy,997,998;  Gfctes,  101M016 

Sugar,  raw,  effect  of Havemeyer,lO2,113,130.131; 

Post»  148, 158;  Atkins,  801-aK 

Bates Buynitaky,4i 

Sugar,  refined — 

Countervailing  duties Buynitskj, 52, 53;  FoBtylSi 

£ffect  and  sufficiency  discussed BuvnitBky,46,49; 

Havemeyer,  102, 106, 115, 118,  IS; 
Jarvie,  142, 146;  Post,  157, 161,  IS 

Bates Buynitfiky.tt 

Ten  per  cent  uniform  duty,  sufficient  for  protection Havemeyer,  1Q2,  lOS 

Tin  plate,  effect  and  need  of Graham,  854, 855, 861; 

Beid,  878-881;  Griffiths,  909, 910,919^ 
921;  Greer,    926;  Taylor,  934,  m 

Trusts, lobbying  bv,  to  influence Thiirbeff,lS 

Chief  cause  of'. Havemeyer,  101, 102, 116, 118, 133>  137 

Taxation: 

Inheritance  tax  as  remedy  for  combinations I^»6 

Taxation  of  corporations: 

Assessment,  evils  of  arbitrary Dill,  1061,  lOB 

Congress,  powers  regarding Allen,  1207, 1208;  Huffcut,  1217, 1218 

Constitutionality  of  special  taxes  on  trusts Havemeyer,  12 

Delaware,  rates  and  advantage Smith,  IL- 

Enforcement,  difficulty  of 1^296 

Federal  Government,  control  by  means  of Allen,  1194;  Huffcut,  1217, 12Ij 

Graduated  tax,  legality  of Allen,  1207, 13» 

Illinois,  inequality  in Pten,lfl86 

Internal,  on  products  of  trusts,  advocated ^^a?} 

InterHtate  comment,  State  can  not  tax  corporations  as  regards...  Huffcut, IzJJ 

Justification  of  specnal,  discussed Thurber,  17 ;  Dos  FasBoe,  1172 

New  York,  franchise  tax,  referred  to Monnett,*/ 

New  Jersey,  rates  of  tax King,  1108;  DilU*^ 

Reasonablenese,  cause  of  organization  of  corporations  in Thmto,.!; 

Gary,  096;  Stetson,  975;  Dill,10w 

Ohio,  franchise  tax  described Moimett,^ 

Oiganization  tax,  pro  rata,  check  on  overcapitalization Thorba,^ 

Profits,  confiscation  above  certain  rate,  deprecated Thurber,  1* 

Taxation  of  apirita —  _ 

Alcohol,  remission  of  tax  when  used  in  arts  or  exported McNultajSj 

Beer  and  wine,  increase  advocated McNaItiK225,^ 

Capacity  tax,  injustice  of ^*^^^^ 

Discriminating  taxes  acainst  other  countries,  advocated McNulta,^^^ 

Exportation,  hampered  by  r^:ulations McNulta,  227,^ 

Cook,  245, 248;  Bradley,  824, 828;  Rice,  846, 8« 

Illicit  manufacture,  encouraged  by  hign  rates McNoJta,  »h 

&x)k,  243;  Bradley,  824-826;  Kice,  8*1^ 

Rates,  reduction  of,  advocated McNulta,  229-S*. 

Luyties,  252,  256;  Bradley,  824;  RJ<»'f^"^ 

Should  be  proportioned  to  amount  of  alcohol McNulta,  ^'S, 

Storaee  and  transportation,  changes  in  method  advocated McNulta,  228--^ 

Bradley,  828;  Km*,  ^ 

'prices Graham,859;  Reid, 868;  Taylor, Wl 

Tin  plate.     (See  American  Tin  Plate  Ck)mpany,) 

Tobacco:  rv,     29 

Commercial  travelers,  dis{)lacement  by  combination \j^*'i4 

Dealers,  rebates  for  exclusive  handling  of  product Thoroffi  * 
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Trade  unions:  i*>6«- 

Advantages  and  disadvantages  to  workmen,  discussed Havemeyer,  104, 119; 

Lee,  289;  Archbold,642 

Monopolistic  character,  discussed Thurber,  6;  Allen,  1198-1200 

Rapid  development  and  effects Thurber,  5, 6 

Recognition  by  combinations Post,  16S; 

Graham,  853;  Reid,  869;  Griffiths,  904-907;  Greer,  928; 
Gary,  983;  Gates,   1011;  Dodd,  1052;  Watrous,  1064 

Tramp  corporationB: 

Definition  and  evil Dill,  1077 

Transportation.     (See  FreigJUSy  RaihoaySf  Water  trangporiation.) 

Trust  conference,  Chica^: 

Conclusions,  referred  to Dos  Passos,  1157, 1158 

Trusts: 

Advantage  of  form  of  oreanization Dos  Ptassos,  1141, 1142 

Combination,  element  of,  necessary  to  constitute Allen,  1180 

Definition  of  term  as  at  present  applicable Allen,  1180-1182 

Early  English  religious  and  similar  trusts Allen,  1178 

Existence  denied Smith,  68;  Dos  Passos,  1142 

Financial  interests,  combination  must  include Allen,  1181 

Illegality,  held  by  courts Dos  Pttnos,  1142 

Legal  significance  of  form Dos  Passos,  1141 

Monopolistic  purpose  of  early  English  trusts Allen,  1179 

Monopoly,  purpose  of  creating  must  exist Allen,  1181, 1182 

Origin  of  the  trust  form Allen,  1178 

Overcapitalization,  evasion  of  laws  through Myers,  1131, 1134, 1135 

Secrecy  of  form  of  organization Doe  Passos,  1141;  Allen,  1179 

Trust  agreement.  Distillers'  and  Cattle  Feeders'  Trust McNulta,  198-200 

Standard  Oil  Company 1221« 

Type  founders: 

Conmierdal  travelers,  displacement  by  combination Dowe,  29 

"Voting:  trusts : 

Purpose  and  character Dos  Passos,  1174,  1175;  Myers,  1131, 1134 

Pure  Oil  Company.     (See  undeT Standard  OU  Company,) 

"Wa^es,  effect  of  combinations  on: 

Advances  made  for  purpose  of  disarming  opposition Dowe,  33;  Lee,  289 

American  Tin  Plate  Company Graham,  853,860; 

Reid,  869-874, 879;  Griffiths,  903 

American  Steel  and  Wire  Company Grates,  1011,1012 

Federal  Steel  Company i Garv,983,991 

Effects  generally dlarke,  185 

Increase  through  combination Thurber,  5, 24;  Moore,  965 

International  Silver  Company Dodd,  1052, 1056; 

Watrous,  1064^1066;  Rc^rs,  1072, 1074 

National  Shear  Company Wiss,  1045 

National  Steel  Company Reis,  946 

Officials,  salaries  of,  saving  by Dowe,  37;  Gary,  983, 991;  Gates,  1029 

Rates  paid  by  combination  not  higher Lee,  289 

Rates,  fair,  due  to  policy Lee,  289 

Sugar  combination Thurber,  5, 23;  Havemeyer,  128, 129 

Whisky  combinations Clarke,  185 

"Wealth: 

Concentration,  advantages  to  public Thurber,  18;  Clarke,  186 

Distribution,  equality  impossible Thurber,  18 

Distribution,  increase  by  combination Dos  Passos,  1165 

Iniportance  of  incentive  to  accumulate Dos  Paados,  1165 

West  virg^inia: 

Agents  of  corporations  in  State,  requirements  concerning Nevins,  1112, 1115 

Capital,  limit  and  provisions  as  to  payment '. Nevins,  1114-1116 

Corporation  laws,  described Nevins,  1111-1118 

Advantages  of Nevins,  11 17-1119 

Liberality  of King,  1110, 1111 

Corporations,  roving  character  of DiU,  1078, 1079 

Taxation,  provisions  concerning Nevins,  1113, 1118 

West  Virginia  Corporation  Trust  Company: 

Methods  of  businees Nevins,  1114 
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Whisky  oombiiiAtioiis:  i^ 

Htotorical  aommary  of  trort  and  eoiwiitioM Iff 

Advantages  of  combination.     (See  Eccftumda  of  cmnJb^syationJ) 

Adulteration,  freedom  of  cheap  whisky  from  onhealthfal dazke,  179,lSlh 

McNolta,  205, 230, 2n 

Aging  of  whisky,  losses  by  evaporation Clarke,  182, 183 

American  Spirits  Mannfactoring  Company — 

Oiganization  and  purchase  of  property  of  Distilling  Company . .  McNohSi  235: 

Rice,  831, 8£ 

CH>italisataon  and  value  of  plants Clarke,  175,176; 

McNulta,  235;  Bice,  £02, SS 

Stocks,  value  of Bice,8S 

Nounduesecre^inbuoness Bioe,MO 

Business  never  nourishing Bice,8KI 

Stockholders  nearly  unanimous  for  further  consolidation Bioe,  MO 

Barrels,  waste  and  injury  b;^  storage  in McNulta,  228-290;  Bioe,84S 

Brands,  each  distillery  contmues  its  own McNaIta,2IM 

Importance  as  regards  beverage  whiskies Bradley,  829;  Rice,66 

By-proaucts,  relation  of  cattle  feeding  to  distilling Clarke,  IflS 

Drying  of  residue  for  feed Luytie8,25S 

Capitalisation — 

Amount  of  capital  of  different  companies Bradley,  818;  Bice,  834, 835 

American  Spirits  Manufacturing  Company Clarke,  175, 176; 

McNulte,235;  Bice,  832, 833 

Distillers  and  Cattle  Feeders' Trust Clarke,  109, 170; 

McNultm  19^-197,291 

Distilling  and  Cattle  Feeding  Company Clarke,  173;  McNulta,  195, 23S 

Distilling  Company  of  Amenca Bradley, 819, 820, 822;  Bice,838 

Kentucky  Distilleries  and  Warehouse  Company Bradley,  81S 

Standaitf  Distilling  and  Distributing  Company Clarke,  177: 

Cook,  248;  Sice,  834, 83!^ 

Cattle  feedinff,  relation  to  distilling  business Clarke,lS 

Drying  of  residue,  advantages Lnytie8,25S 

Causes  of  combination  ^see  also  Eoonomia  of  com^tfiofum) — 

Excessive  competition Luyties,  265;  Bradley,  828 

Competing  distillenes- 

Num  wr  and  proporticm  of  out|>ut — 

Number  of  independent  spirits  distilleries Bradley,  816,  B17 

Erection  by  distillers  formerly  joining  trust McNulta,  197, 218 

Construction  due  to  excessive  prices McNulta,  207;  Luyties,  251 

Output,  present  proportion  controlled  by Clarke,  178, 189; 

Cook,  248;  Bradley,  814,815;  Bice,  835,83$ 

Merchants*  Distilling  Company Cook,  344; 

Luyties,  255;  Bradley,  815;  Bice,  835 

Purchase  by  combination  described Clarke,  183, 185;  McNulta,  197,^6 

Managers,  payment  of  salary  to  prevent  competition. .  McNulta,  203, 218, 238 
Competition  and  effects  of — 

Prices  and  profits  cut  by.  Clarke,  176, 178;  McNulta,  208, 209;  Luyties,^ 

Advantages  of  moderate  capital Luyties,  & 

Preference  of  purchasers  for  independents Clarke,  IW: 

Cook,  245;  Luyties^  3S 
Competition — 

Purpose  of  early  combinations  to  control McNulta,  238.342 

Cook,  246;  Rice,  8» 

Policy  of  present  combinations  as  to Bradley,  814, 815, 827;  Rice.M7 

Cost  of  production  must  be  reduced  to  prevent McNulta,  217,  Swj 

Clarke,  I» 

Prices,  cutting  by  combination Clarke,  170, 181-1® 

Special  cuts  to  customers  of  competitors Clarke,  170, 131-1J5- 

McNulta,208;  Luyties,  253;  Bradley.  815;  Rice,8|< 

Special  cuts  abandoned  at  present Bradley,815;  B|<»»5*J 

Advantages  of  trust  in  underselling Inytiee,^ 

Compounding  of  whisky.     (See  Rect^ficaiiim,)   ^  .       , 

Consumption  of  spirits,  mcrease  in  prosperous  times ^^iS 

Com,  effect  of  combination  on  price Thurber,12;  McNnlt*«? 

Plan  to  increase  price  by  developing  distilling. .  McNulta,  225, 229;  fiioe,o« 
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Whisky  combinations — Gontinned. 

Cost  of  production —  P"*®- 

Average  for  dktilleriee  in  combination,  1891-1895 McNulta,  211-213 

CkMO^coetof Clarke,  185 

Aim  of  present  oombinationB  to  reduce McNulta,240; 

Bradley,  814, 815, 827;  Rice,  847 

Reduction  only  means  of  controlling  market McNulta,  217, 240 

Reduction,  Kentucky  whiskies Bradlev,827 

Cost  of  distilleries,  estimated Cook,  249 

Distillers  and  Cattle  Feeders'  Trust — 

Capitalization  and  value  of  plants. . .  Clarke,  169, 170;  McNulta»  193-199, 201 

Capitalization  of  constituent  distilleries McNulta,  193, 194 

Conduct  of  business — 

Clofling  of  plants  by Clarke,  170, 175;  McNulta,  203, 216, 218, 238 

IKstilleries,  additional,  purchase  of McNulta,  197 

Effectof  distiUers  who  entered McNulta,  236, 237 

Records  and  papers,  destruction McNulta,  195, 196 

Dividends,  rates  ana  proportion  to  actual  cost Clarke,  187 

Organization  and  history — 

Method  and  form  of  organization Clarke,  169, 170 

Distilleries  entering  trust,  list,  etc McNulta,  193-197 

Trust  agreement,  synopsis McNulta,  198-200 

Illegality  of  trust  form Clarke,  174 

Change  to  corporation Clarke,  171, 173;  McNulta,  21S-224 

Bill  of  sale  to  Distilling  Company McNulta,221 

Trust  certificates,  method  of  issue *  McNulta,  193-199 

Fluctuations  in  value Clarke,174 

Trustees,  names  of McNulta,  198 

L^  position  and  powers Clarke,  169, 173, 174;  McNulta,  189, 199 

High  prices  received  for  distilleries  belonging  to McNulta,  200, 201 

Distillinff  and  Cattle  Feeding  Company — 

Capitalization  and  valueof  plants, discussed..  Clarke,  173;  McNulta,  195, 238 

Bonds,  amount  issued  and  purposes .*  McNulta,  195 

Conduct  of  business — 

Products  manufactured  by McNultiL  195, 204 

Methods  of  controlling  constituent  distilleries McNulta,  206 

Records  and  papers,  (flfficulty  of  securing McNulta,  195, 196 

Salary,  monthly  account McNulta,  224 

Directors,  election  of  first McNulta,  220 

Dividends  and  profits McNulta,  216 

Organization,  history  and  method Clarke,  171, 173; 

McNulta,  195, 218-224;  Rice,  831, 832 

Bill  of  sale  of  Distillers'  Trust  to McNulta,  221 

Receivership,  history Clark,  175;  McNulta,  192;  Rice,  831,832 

Policy  regarding  prices McNulta,  208-210 

Reoraanization,  difficulty  in  accomplishing McNulta,  210 

Sale  to  American  Spirits  Manufacturing  Company McNulta,  235 

Stocks,  subscriptions  for McNulta,  219, 220 

Variations  m  value.... McNulta,  207;  Rice,  833 

Speculation  and  manipulation Clarke,  174,175; 

McNulta,  198,209,210;  Rice,  832 
Distilling  and  Cattle  Feeding  Company  v.  People,  case  roferred  to. .  McNulta,  216 
Distilling  Company  of  America — 

Incorporation  and  purposes Bradley,819;  Rice, 837 

Capital,  amount  issued,  and  disposition Bradley,  819, 820;  Rice,  838 

Exchange  of  stock  for  stock  of  constituent  companies Bradley,  819-821; 

Rice,  838 

Annual  interest  chaiiKed,  effect  of  combination Bradley,  822;  Rice,  838 

New  Jersey,  reasons  for  incorporation  in Bradley,  823 

Promoters'^  profit  from  oiganization Bradley,  820-822;  Rice,  838, 839 

Holds  stock  of  other  companies,  does  not  operate. . .  Bradley,  819;  Rice,  837 

Advantage  of  consolidating  different  branches  of  trade Bradley,  819 

Distributers  of  spirits  (oee  also  BecHfioatian) — 

list  of  leadmg McNulta,  206 

Rectification  and  compounding  by Clarke,  180 

Relation  to  combination.  McNulta,  206, 210;  Cook,  244;  Clarke,  188;  Rice,  835 
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Whisky  combination*— Oontiniied. 

Difltribatere  of  spiritB— Continued.  i^ 

Anodation  and  inoorpoimtion  of Gl&rki,  18& 

Erection  of  difltiUeries  by Gook,3U 

Dividends,  payment  by  difierent  distilling  combinations.  .*. Bradtey,  ^ 

Economies  of  oombioation — 
Qenerally — 

Advantages  of  combination,  generally,  discossed..  Clarke,  183, 1S4,  ISS; 

L*iyties,255 

Efficiency  of  management,  relative Ln^eEs25§ 

No  advantage  from  merely  combining  scattered  distHleriee .  McN  nlta,  23S 

Kentucky  whiskies,  reduction  of  cost  of  manufacture Bradleyt  ^ 

Continuous  operation,  dosing  of  plants Claire,  170,191; 

McNulta,203;  Lavties,2N 

Foreign  markets,  advantage  in  securing Clarke^  ISI 

Large  plants Clarke,  184;  McNulta,203;  L.ayties,25l 

IxMAtion  of  plants — 

Favorable  places  sought  by  combination McNolta.  201, 303 

Closing  of  badly  located  distilleries Clarke,  170, 191;  McNulta,3Q3 

Relation  to  raw  material McNnlta.338 

Processes,  increased  production  by  improved McNulta,  2(6-204; 

Bradley,  S36 

Experiments,  improvements  in  yeast  making,  etc Clarke,  186, 1S7: 

McNalta,2QS 

Purification  of  spirits  by  improved McNoIta,  204, 306 

Raw  materials,  saying  in  purchase Clarke,  184;  McNalta,  201 

Salesmen,  advertising,  etc,  saving  in Bnidley,S3 

Superintendence,  reduction  of  amount  required McNalta,  2f@ 

Transportation,  advantage  in,  discussed McNulta,  201 ;  Luyties,  2^ 

Exportation — 

Surplus  output  exported  at  loss Clarke,  1G9;  McNnlta«  200 

Reasons  for  small  amount Cook,  245, 246;  McNulta,  235 

Beneficial  effects  on  thepriceof  com Rice,S46 

Large  foreign  consumption  of  alcohol Bradley,  SZ&;  Rice,  847 

No  tax  levied  on  spirits  exported Cook,  246 

Remission  of  tax  in  caseot,  advocated McNulta,  227, 229 

Hindered  by  obstructive  tax  regulations McNulta^  235; 

Cook.  245, 248;  Bradley,  824, 828;  Rice,  846, 8^8 

Bonded- warehouse  system,  description  of  working Clarke,  182, 1S3 

Beverage  whisky  exported  temporarily  to  evade  tax Rice,  84$ 

Germany,  control  oi  whisky  output  by  Government I^iyti^  257 

Gin,  process  of  manufacture  described McNulta,  2tM 

Great  Western  Distillery,  capacity  and  advantages McNulta,  217 

Green  V.  United  States,  case  referred  to Clarke,!^ 

Greenhut,  J.  B.,  chaiges against •••• Clarke,  175 

Illicit  distilling.     (See  Taxatum.) 

Individual  owners,  reduced  to  mere  agents  by  trust Clarke,  ISl 

Kentucky,  Distillers'  and  Warehouse  Association,  referred  to Clark,  1^ 

Kentucky  Distilleries  and  Warehouse  Company — 

History  of  oivanization,  capitalization,  etc Bradley,  SIS 

Purchase  of  mstilleries,  prices,  etc Bradley.SlS 

Proportion  of  Kentucky  output  controlled  by Bradley,  818;  Rice,  8S6 

Kentucky  whiskies — 

Necessity  of  aging Rice,S9S 

Importance ofbrands Bradley,829;  Rice,845 

Cheap  grade,  manufacture  by  combination Bradley,K3S 

Prices,  possibility  of  maintaining  high Bradley,  829;  Rice,^> 

Reduction  by  combination Bradley,Si7 

Quality  improved  by  combination Biadley,SSO 

Labor — 

Displacement  by  combination Clarke,  185;  McNulta,  203;  Cook,  249 

Organization  of  workmen Clarke,  1^ 

Wages,  increase  in  certain  cases Clarke,  185 

Lobbying,  use  of  funds  by  trusts McNulta,  235 

McNulta,  John,  actions  as  receiver  of  Distilling  Company CLeu'ke,  175; 

McNulta,  19^190, 206 
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"WliiBky  combixiationfl — Continaed.  ^'^^^ 

New  Jersey,  advantages  of  incorporation  in Bradley,  823 

Distillmff  companies  have  complied  with  law Bradley,  823, 824 

Ontpnt — ^prodnction — 

Amount  and  relation  to  consamption — 

Total  for  United  States  and  for  combination,  1890-1894. . .  McNulta,  215 

Spirits  compared  with  "straight"  whisky Luyties,  258 

Stocks  of  spirits  on  hand Cook,  247 

Capacity  excessive Cook,  245, 246 

Consumption  per  capita Luyties,  252;  Rice,  845 

Increase,  possiDility  oy  changes  in  taxation McNulta,  225-230; 

Cook,  243;  Rice,  846 

Average  yield  per  bushel  of  com McNulta,  215;  Bradley,  826;  Rice,  844 

Control  by  combinations.     (See  also  Rebate  system.) 

Purpose  of  combination  as  to  control McNulta,  238, 240; 

Cook,  246;  Rice,  836 

Rebate  system  intended  to  control McNulta,  207 

Limitation  underpools Clarke,  168, 169 

American  Spirits  Manufacturing  Company,  control  by Clarke,  176 

Distillers'  trust,  control  by Clarke,  176 

Control  by  leasing  ground  of  distilleries McNulta,  216, 218, 238 

Sales  by  trust,  monthly,  188^1895 McNulta,214 

Distilling  and  Cattle  Feeding  Company,  control  by McNulta,  212, 

213, 215 
Distilling  Company  of  America — 

Proportion  controlled  by Clarke,  178, 189; 

Cook,  248;  Bradley,  814, 815;  Rice,  835, 836 

Kentucky  whiskies,  proportion  controlled  by Bradley,  818; 

Rice,  836 

Number  of  present  competing  plants Bradley,  816, 817 

Policy  of Rice,  836 

Cost  of  production,  cheapening,  proper  means  to  control. .  McNulta,  207 

.  Pools  of  distilleries,  history  and  working Clarke,  168, 169; 

McNulta,  200;  Cook,  241 
Prices — 

Average  monthly,  1884-1899 Bradley,816 

Average  quarterly,  1891-1895 McNulta,211 

Variation  according  to  price  of  com McNulta,  209, 239 

Brands,  special,  influence  on Clarke,  189;  Bradley,  829;  Rice,  845 

Control  by  combinations.     (See  also  Rebate  system,) 

Degree  and  effect,  earlier  combinations Clarke,  189; 

McNulta,  207;  Cook,  249 

Present  policy  regarding Bradley, 814, 815, 827;  Rice,847 

Purpose  of  trust  to  control Cook,  246 

Dismbuters,  fixing  of  prices Clarke,  180, 188 ; 

McNulta,  210;  Cook,  242, 246, 250 

Stock  speculation,  influence  in  breakii^  down McNulta,  209, 210 

Joint  agreement  of  receiver  and  competmg  distilleries.  McNulta,  208, 210 
Standard  Distilling  Company,  attempt  to  secure  excessive.  Cook,  248, 249 

No  discrimination  in  favor  oi  compounders Bradley,  828 

Cutting  of — 

Competing  distillers,  cutting  by Clarke,  170, 176, 178, 181-183; 

Bradley,  815;  Rice,  847 
Special  cuts  to  customers  of  competing  distillers. .  Clarte,  170,  181-183; 

McNulta,  208;  Luyties,  253;  Bradley,  815;  Rice,  847 

Abandoned  at  present Bradley,  815;  Rice,847 

Effect  of  changes — 

On  dealers  and  consumers,  discussed Clarke,  178, 179; 

McNulta,  236:  Cook,  242-245;  Luyties,  256;  Bradley,  830;  Rice,  846 

Special  brands,  effect  of  changes  in  price Cook,  243, 245 

Effect  of  combination — 

Distillers'  trust Cook,241;  Clarke,  171, 186 

Variation  in  proportion  to  price  of  com : .  Bradley,  827;  Rice,  847 

Reduction,  recent,  due  to  competition Luyties,  254 

Present  policy  to  reduce Bradley,  814, 815, 827;  Kice,847 

Kentucky  wtuakies,  possibility  of  maintAining  high Bradley,  829; 

Bice,  845 
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Whisky  oombinatioiit — Continued. 

PrioeB— Continued.  f^P- 

Maigin  of  profit,  proper  amoont  discoflBed McNn]ta,23l; 

Cook,  246, 248, 2tt 

ProoeflBes  of  mann&ustore,  described CUrke^ltt 

Improvements  by  combination McNalta,  2Q2-3Q5; 

aarke,  186, 187;  Bradky,835 

Profits— 

G  reat  fiuctuations  in Bradley,  828 

Poasibility  of  securing  high Cook,  246 

Proper  amount  per  gallon '. McNulta,238;  Cook,248,2« 

DistillerB' trust Clarke,  171, 181 

Distilling  and  Cattle  Feeding  Company McNulta.  211, 212,  S13 

Individual  distillers  have  mosUv  lost  by  combination McNulta,  236, 237 

PromotioQi  profits  from,  Distilling  Company  of  America Bradley,  820-823; 

Rice,  838-849 

Quality, improved  by  combination Bndley,830 

Railwa3r8,  rebates  and  special  rates CIarke,184;  McNalU,301 

Rebate  system — 

History  and  description Clarke,  171, 172; 

McNulta,  210,211;  Cook,  241, 242;  Bradley, S13 

Form  of  vouchers McNulta,306 

Rates  allowed Clarke,  171,172,181; 

McNulta,  207, 210, 211 ;  Luyties,  250;  Rice,  8S4 

Total  amount  by  years McNulta,  210, 211 

Standard  Distillinff  Company^  system  under Clarke,  181 ;  Cook,  244 

American  Spirits  Mannfactonpg  Company,  discontinued  by . .  McNulta,  207; 

Bradley,  814;  Rice,  844 

Abandoned  by  present  combination .\  Bradley,  814:  Rice,  847 

Control  of  dealers  by  means  of Ciarke,  173; 

McNulta,  207;  Luyties,  251 ;  Bradley,  813 
Objection  of  rectifiers  and  wholesale  dealers  to  system  ....  Clarke,  180, 181; 

McNultv,  207 

Advantages  to  distributers  belonging  to  trust Cook,  244 

Use  of  rebate  fund  for  buying  distilleries Clarke,  172 

Failure  of  trust  to  pay  rebates Cook,242;  Iiaytie8,251 

Bonds  issued  to  protect  holders  of  rebates Clarke,  173 

Rectification  and  compounding-- 

Proceasee  and  profits Clarke,  179, 180; 

Bradley,  827;  Rice,  835 

Character  of  whisky  made  b^ McNulta,205;  I^ytie8,256 

Importance  of  control  of  businesB  to  distilleries 1^06,835 

Proportion  of  business  controlled  by  combination Rice,  835 

Rectifiers  (see  also  Distribvien) — 

Objection  to  dealing  with  combination Clarke,  180 

Distilling  Company  makes  no  discriminations  in  sale Bradley,828 

Retail  dealers — 

Prices,  effect  of  changes  upon Clarke,  178, 179; 

McNult^236;  Cook, 242-245;  Luyties, 256;  Bradley, 830;  Rice, 846 
Profits,  amount  estimated Clarke,  179 

Rye  whisky — 

Source  of  raw  product McNultB,202 

Importance  and  number  of  brands Rice,  837 

Puraiase  of  distilleries  by  combination Bradley,  822;  Rice,  837, 839 

Output,  proportion  controlled  by  combination Bradley,  818;  Rice,  837 

ShufeldtDistillery, special productsandreasonforpurchaseby tiust. .  McNults,204 

Speculation — 

Trust  certificates,  extensive  speculation  in ClaEke,174 

OflSices  of  Distillers'  Trust,  manipulation  by Clarke,  174, 175; 

McNulta,  198;  Rice,  832 
Infiuence  on  prices  of  spirits McNulta,  200, 210 

Spirits— 

High  wines  and  proof  spirits,  wigniflcance  of  terms Bradley,^ 

Quantity  produced  compared  with  ''straight"  whisky LaytieB,25S 

Marketable  immediately,  uses Clarke,!^ 

Importance  of  rectification  and  distribution Rioe^^ 
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tThioky  combixuitiozui — Continued. 

Spirite-Oontinued.  Pa«e. 

Character  of  whisky  made  from McNulta,205 

Polity  mider  modem  processes McNulta,  204, 205 

Spirits  Distributing  Company — 

Organization,  capitalization,  and  purpose ; Bradley,  814;  Rice,  834 

Standard  Distillii^  and  Distributing  Company- 
Organization  and  relation  to  American  Company Clarke,  177, 178 

Capitalization  and  value  of  plants Clarke,  177;  Cook,  249;  Rice,  834, 835 

Proportion  of  spirits  produced  by Bradley,814;  Rice,834,835 

Storafire  and  packing,  changes  in  methods  advocated McNulta,  228-230; 

.  Bradley,  828;  Rice,  848 

Taxation,  internal  revenue — 

Annual  receipts,  1889-1891 Rice,  844 

Bonded  warehouse  system,  description  and  working Clarke,  182, 183 

Capacity  tax,  injustice  of McNulta,233 

Ou^ut  per  bushel  of  com  underestimated Rice,  844 

Enforcement  and  regulations — 

Unnecessary  strictness  of  rules McNulta,  232 

Leakage,  aajustment  of  tax  to  provide  for Luyties,  252, 254 

Time  of  paying  tax Clarke,  182, 183 

Dealers,  payment  by,  effect  discussed McNulta,  234 

Barrels,  injurious  effect  on  alcohol McNulta,  228-230;  Rice,  848 

Handling  and  transportation  in  metal  tanks,  advantage. .  McNulta,  228- 

230;  Bradley,  828;  Rice,  848 
Exportation  of  spirits — 

Remission  on  alcohol  exported Cook,  246; 

McNulta,  227, 229;  Bradley,  824 

Hindered  by  obstractive  tax  regulation McNulta,  235; 

Cook,  245-248;  Bradley,  824, 828;  Rice,  846, 848 

Bonds  required  hy  Government  excessive Luyties,  259 

Bonded  warehouse  system,  description  of  working Clarke,  182, 183 

Beverage  whisky  exported  temporarily  to  postpone  tax Kice,  848 

Germany,  rate  in Luyties,  257 

Illicit  manufacture — 

Amount  of..  McNulta,  231;  Cook,  243;  Bradley,  824-826;  Rice,  841-844 

Fostered  by  excessive  tax McNulta,  231; 

Cook,  243;  Bradley,  824-826;  Rice,  841, 844 

Excessive  profits  from Bradley,  825 

Sale  of  illicit  under  standard  brands Bradley,  8^,  826 

Evasion  by  large  establishments  slight McNulta,  234 

Untaxed  production  by  registered  stills Rice,  841,  844 

High  license  necessary  to  prevent Bradley,  824;  Rice,  844 

Government  should  hetve  officer  in  every  still Bradley,  825 

Manufactures — 

Use  of  spirits  in,  increase  by  lowering  tax McNulta,  227;  Cook,  243 

Remission  on  alcohol  used  in  arts,  advocated McNulta,  227 

Difficulty  of  remitting  tax Luyties,  252;  Bradley,  829 

Officers,  revenue,  removal  of  judicial  functions McNulta,  232 

Rates  and  their  working- 
Amount  of  revenue  under  different  rates Rice,  843,  844 

Consumption,  effect  of  changes  of  rates .- Cook,  247; 

Luyties,  252;  Rice,  843 

Present  rate  excessive Luyties,  252,  256 

Increase  of  rate,  effect  of Rice,  841;  CJook,  242-245 

•Prepayment  of  tax  to  evade Cook,  247 

Reduction  of  rate,  increase  of  production  and  revenue  by 

McNulta,  229, 234;  Cook,  243, 247;  Bradley,  824;  Rice,  841 

Effect  on  dealers  and  consumers McNulta,  230-236 

Adjustment  to  proportion  of  alcohol,  advocated McNulta,  225, 226 

United  States  Spirits  Company,  organization  and  purposes Clarke,  188 

Western  Exporters'  Association McNulta,  200 

Wholesale  dealers,  prices,  effect  of  changes  on Clarke,  178, 179; 

McNulta,  202, 236;  Cook,  242-245;  Luyties,  256;  Rice,  846 
Wine: 

Taxation  in  proportion  to  alcohol  contained,  advocated McNulta,  226 
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Wire:  ftige. 

Control  of  output,  prioee,etc Gates,  1005-1011, 1025-IQ27,  l(S3 

Wire  combination.     (See  Amenccm  Steel  and  Wire  Oonwam,) 
Wire  VaU  Trust  (see  also  iVoOt) : 

Prices,  sadden  increase  by Monnett,321 


Control  of  output,  prices,  etc Gates,  1011,  IQSS 

Women: 

American  Tin  Plate  Company,  employment  by Reid,  880 

International  Silver  Company,  employment  by Watrous,  10&4, 1066 


ENDEX— STAlfDARD  OIL  COMBINATION. 


Adulteration:  I'lM^- 

Linseed  oil,  adulteration  by  Standard Clarke,  333 

Deniea Mathews,  4d5 

Labricatine oils, frauds  in Clarke, 333, 334;  Davis,356  ^ 

Denied Mathews,  495  ' 

Barrels: 

Early  history  of  use Bovle,  407-409 

Decrease  in  cost  of Westgate,371 

By-products  of  refining: 

Increasing  importance  and  value Dowe,  29; 

Davis,  365, 360;  We8t^te,368,371;  Archbold,  570;  Emery,  627, 628 

Profits,  relation  to feoyle,  441 

Advantage  of  Standard  in  use  of Phillips.  602;  Emery,  627, 628 

Large  capital  necessary  to  utilize  properly Arcnbold,  570;  Davis,  355 

Disposal  by  small  refineries Davis,  355 

Sale  by  Standard  Oil  Company  to  other  concerns Boyle,  441 

Campaign  contributions: 

By  Standard Monnett,313 

Campbell,  B.  B. — 

Rebates  from  pipe  lines Boyle,  476 

Relation  to  Petroleum  Producers'  Association Boyle,  459 

Contract  with  Pennsylvania  Railroad E^ery,  662, 663 

Carter,  Colonel — 

Relation  to  Standard  and  independent  organizations Lee,  270 ; 

Boyle,  442;  Archbold,  529, 531, 577, 578;  Rc^rs,  584;  PhilUps,  590 
Canada: 

Crude  oil — 

Amount  produced  and  proportion  controlled  by  Standard GaU,  672, 673 

Inferior  quality Gall,  672, 681 

Importation  of  oil Gall,  673 

Purchase  of  oil  from  American  independent  refineries Gall,  680--682 

Tariff,  amount  and  effects Gall,  680-682 

Lubricatmgoil Gall,  683 

Prices  of  refined  oil,  effect  of  Standard Gall,  674, 679 

Railway  discriminations — 

Appeal  to  railway  committee Crall,  676, 677, 685 

Difference  in  rates  between  American  and  Canadian  oil Gall,  675-677 

Higher  charge  for  shorter  haul Gall,  676-678 

Increase  of  rates  from  United  States Westgate,  378, 379; 

Archbold.  573;  Rogers,  582;  Gall,  675-678, 683-685 

Rebates  believed  to  be  paid  to  Standard  Oil  Company Gall,  676, 677 

Water  transjxjrtation  employed  by  Standard  Oil  Company Gall,  683 

Standard  Oil  Company — 

Control  of  refinmg  by Gall,  673 

Risks  of  starting  independent  refinery Gall,  678 

Sells  only  to  exclusive  agents Gall,  677, 678 

Commercial  travelers: 

Displacement  of Dowe,  29 

Competing  or  independent  refineries  (see  also  Cbmpefi^um,  melhads;  For- 
eign markets;  Pipe  lines,  indeperidcnt;  Pwre  Oil  Oompany)  : 
Number,  business,  relations,  etc. — 

Number,  names,  importance Boyle,  488;  Archbold,  540-^42 

Ohio,  competition  in Monnett,318;  Archbold, 544r-546 

Output  of  refined,  proportion  controlled  by Lee.  286; 

Westgate,  381;  Lockwood,  402;  Boyle,  484;  Arch- 
bold, 560,  567,  672,  673;  Emery,  646;  Rice,  689 
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OoflUMtiiiflr  or  indepaiidettt  reflnmrie*— Oontinaed. 

Nomber,  boaixififlB,  relatioiiii,  etc-^Oontinaed.  f'M«* 

BeUOion  to  one  another Lee,270;  Westgate,  380;  Emery ,  656, 657 

Pipe-line  oompaniee,  relation  to Lee,  270, 271, 290 

Oil  Oity  Derrick,  attitode  toward Boyle,  401 

Conditiona  of  production  and  competition  (see  abo  Eocmomiu  of  Oombi- 
natiotC) — 

Advantages  in  economical  prodncticHi We8teate,372;  Lockwood,384 

Co0t  of  refininff  cheaper  in  mterior Lee,268;  Emery, 649, 650 

Prefevenoe  of  aealers  for  independent  oil Clark,  315, 346 

Railway  ratee,  competition  poflmble  where  fair.  Lock  wood,  385;  E^ei7,633 

Piping  of  oil  to  iieat)oanl,  aoivantage  of LDckwooa,397 

Fair  competition,  regardlesB  of  aice  of  capital,  saffident. .  Weetgate,  ^2, 3S3 

Driven  out  of  buoneaa  by  railway  discriminations,  1870-1879 

Emery,  616, 644, 616 

Profits  of  bosinesB Davis,  362;  Phillips,  591, 592, 602;  Bk»,  689 

Present  prosperity  of  business £^00^7,689 

Crude  producers — 

Erection  of  refineries  by Boyle,  441, 442 

Reasons  for  inability  to  refine  oil Bovle,  452, 453 

Advantages  of  competing  refineries  to Lee,291;  Phinip6,596 

Effect  on  prices  and  prodaoers Clark,  345, 346; 

Boyle,  444;  Lee,  293;  Phillipe,  596 

Markets,  disposal  of  product — 

Metnods  of  selling  product Lee,  291 

Difficulty  of  disposmg  of  product Davis,  351 

By-products,  disposafof Davis,355 


Canada,  purchase  from  American  independent  refineries  .....  Gall,  680-682 
of  oil,  superior  t 
Relations  to  Standard — 


Quality  of  oil,  superior  to  Standard Lee,291;  Clark,346;  Gall,  680^682 


Attempt  of  Standard  to  secure  support Phillips,  591 

Division  of  busineaa  with  Standard,  propositions  for . .  Archbold,  530, 531, 54S; 

PhilUp8,593 

Colorado,  no  compulsion  to  sell  products  to  Standard Boyle,  584; 

Archbold,579 

Texas  oil  field,  relation  of  Standard  to P^  792 

Threats  against  by  Standard  Oil  Company Rice,  69S 

Destruction  during  seventies  by  raU way  discriminations .  Emery,  616,  644, 646 
Recent  purchase  or  amorption  by  Standara  Oil  Company — 

History Lee,270,272;  Honnett,309; 

Davis,  862;  Westgate,d70,371;  Phillipe,  593;  Emery,  ^7 

Reasons  for  refusal  to  sell Lee,  271 

Reasons  of  Standard  for  purchasing. .  Lee,  270;  Weetgate,  370;  ArchboM,  572 

Proposition  of  Theodore  F.  Davis  to  sell  to Archbold,549 

Propositions  of  George  Rice  to  sell  to Archbold,559; 

Rice,  749-754, 793;  Page,  786 

Lease  and  closing  of  refineries Lee,  272 

Destruction  or  dismantling  of  plants. . .  Lee,  275, 288, 296;  Archbold,  544, 573 

Canada,  purchase  of  refineries  oy  Standard Gall,  673 

Risks  of  eetablishinff GaU,678 

Special  refineries  and  renners — 

Aigan  Refinery,  competition  with  Standard Davis^361 

Purchase  by  Standard Monnett,309;  Davi8,361 

Baltimore  and  Ohio  Railroad  officials  interested  in Davis,  351, 359 

Lubricating  oil,  quality  and  prices Davis,  356 

Emery,  Lewis,  twice  driven  out  of  business Emery,  616, 648 

Matthews,  alleged  attempt  to  blow  up  refinery  of Lockwood,  389; 

Archbold,  553-556 

Rice,  George,  experience  in  competition Rice,  704, 709-711 

Scofield,  Shurmer,  and  Teagle  referred  to Monnett,318; 

Davis,  362;  Rice,  729 

Westgate,  T.  F.,  experience  in  competition Westgate,  365-383 

Cknnpetitive  points: 

Number  and  names  of  leading Lee,  286, 269 

Railway  rates  discriminate  against Lee,  266, 269 

Relative  prices,  competitive  and  noncompetitive  points Lee,  265, 266; 

Monnett,  302, 317;  Qtt^,  350 
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Competition,  metliodB  of  Standard: 

General—  ^^f^- 

General  description  by  local  agent Clark,  33(K^345 

Reply  to  aoove  evidence Matthews,  491-505 

Proportion  of  trade  allowed  to  independents,  limited Westgate,  367 

Metnods  not  different  from  other  businesses  or  manuibctures ....  iMvis,  364 

Reasons  for  superiority  of  Standard Havemeyer,  116 

PSftcific  coast We8tgate,369 

Excessive  cutting  of  prices — 

General  statement Lee,  285, 266, 273 

Cutting  below  cost  of  production  charged Westgate,  365, 370 

Sometimes  necessary,  but  deprecated Archbold,  568, 569 

Should  be  prohibited Westgate,  383 

Special  cuts  in  particular  localities — 

Existence  of  practice  and  instances Lee,  277; 

Monnett,313;  Clark,  337;  Westgate,  367;  Lock  wood,  402; 
Boyle,  433, 485, 486;  Emery,  629-632;  Rice,  704;  Face,  792 

Differences  in  prices Clark,350;  Monnett, 302, 317 

New  York  CSty,  special  cuts  aflndnst  Pure  Oil  Company Lee,  265, 266; 

Westgate,  365;  Lockwood,  402;  Archbold,  528 

Philadelphia,  special  cuts  in Lee,  266;  Emery,  629,  631,  632 

Foreign  markets,  excessive  cuts  in Lee,  273; 

Westgate,  381:  Lockwood,  398:  Boyle, 
433;  Archbold,  531,  570;  Phillips,  593 

Governmental  regulation,  foreign  markets Lee,  276,  277; 

Archbold,  532;  Emery,  616,  617,  623 
Threats  of  special  cuts..  Clark,  337;  Westgate,  369,370;  Archbold,  550,  552 

Cuts  usually  made  by  Standard  first Emery,  629,  630,  632 

Cuts  made  first  by  competitors Mathews,  506 

Discussion  of  facts Mathews,  491,  492,  496, 499, 505 

Sometimes  necessary,  justification Archbold,  569;  Boyle,  433, 443 

Increase  after  competition  is  crushed Clark,  350 

Denied Archbold,  572 

Special  cuts  to  customers  of  competitors — 

Practice,  existence,  and  instances Clark,  331-^45; 

Monnett,  313;  Davis,  357;  Westgate,  366,  368-370;  Rice,  704,  735 

Agents  not  allowed  to  make Mathews,  494,499 

Reasons  for  and  amounts  of  differences Mathews,  499, 500, 505 

Contracts  with  customers  for  sale  at  fixed  prices Mathews,  499, 505 

Impossibility  of  long  maintenance Archbold,  528, 529 

Purchase  of  empty  barrels  to  secure  trade i...  Clark,  336 

Denied. ..- Mathews,  496 

Information  as  to  competitors'  business — 

Secured  by  Standard  Oil  Company,  methods  and  instances. . .  Monnett,  316; 

Clark,  335, 336;  Davis,  356, 357;  West- 
gate,  366;    Emery,  614, 615;    Gall,  684 

Competitors'  oil  sampled,  Canada Grail,  684 

Agents  employed  to  watch  competitors'  business Clark,  335, 341 

Railways,  information  as  to  shipments  given  by Westgate,  366; 

Emenr.  614, 615 
Practice,  extent  and  justification  discussed  . . .  Mathews,  505;  Archbold,  573 

Employees  of  competitors,  secured  from Monnett,  316;  Itevis,  356 

D^ied Mathews,505;  Archbold,573 

Attacks  on  dealers  in  independent  oil — 

Establishment  of  competing  peddlers  by  Standard Clark,  331. 335; 

Mathews,  491;  Westgate,  368, 369;  Archbold,  550 

Helmick,  William,  manner  of  driving  to  poorhouse Clark,  337 

Denied Mathews,  496-499 

Purchase  of  building  occupied  by  competitor.  Clark,  340;  Mathews,  502, 503 

Theats  to  establish  competing  dealers Lockwod,  401, 402 

Grocery  store  established,  Chess,  Cferley  A  Co Rice,  709, 710;  Page  764 

Threats  to  destroy  businesB  of  dealer Archbola,  550,552; 

Westgate,  370;  Clark,  337;  Mathews,  469^99 

Contracts  with  dealers  for  exclusive  handling  of  Standard  oil Rice,  711 

Fraudulent  methods — 

Adulteration  of  oil  of  competitors Davis,  358 

Brands  of  competitors  copied  by  Standard Davis,  357 ;  Westgate,  366 

Denied Archbold,  649, 550 
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Oompetitioii,  methodi  of  Standard — Continaed. 

Fnuidulent  methodB — Continued.  F^8^ 

Copying  of  Standard  brands  by  indeoendentB Archbold,  549, 530 

Oil  manufactured  b^  competitorB  sola  by  Standard Wee^ate,  ZSB 

Lamp  tests,  frauds  m <^urk,346 

Denied Mathews,  50(M>Q2 

Difieretit  grades  sold  from  same  tank.  Monnett,  313;  Clark,  331, 333, 338, 311 

Denied Mathews,  492-19^ 

Matthews  ca8e,attempt  to  blow  up  refinery .  Lockwood,  389 ;  Archbold,  553, 556 
Ooat  of  refining  (see  also  By-producU;  Profits) : 

Estimated Lee,  276;  Monnett,  315, 316;  Westeate,  368,371;  Bioe,734 

Reduction  and  causes Lee,276;  Davis,358;  WeBigBJtB,371;  Boyle, 456 

Plant,  cost  of nayifi,3e2 

Independents  produce  as  economically  as  Standard Lee,  268: 

Westsate,  372;  Lockwood,  384 

Profits  of  refining  per  barrel Lee,  273;  Archbold,  532;  Phillips,  591, 582 

Grade  oil: 

Canadian  oil,  amount  produced  and  proportion  controlled  by  Stand- 
aid .".  Gall,  672, 673 

Inferior  Quality Gall,  672 

Colorado  field,  relation  of  Standard  to Boyle,  464;  Archbold,  579 

Cost  of  production — 

Average Lee,  282,283 

Discussed Boyle, 434, 435;  WeBtgate,372 

Decrease  and  causes Lee,280;  I]&vi8,360 

Influences  affecting Davis,  363 

Speculative  uncertainty Lee,  282 

Relative,  large  and  small  wells Lee,  293 

Drilling  welS, cost  of Emery,661;  Boyle, 420, 434 

Fuel,  comparative  prices,  1867  and  1899 Boyle,  418 

Early  figures Boyle,  411, 415-417 

Foreign  countries — 

fioduction  in,  statistics,  etc Archbold,  563-567 

Standard  Oil  Company  not  engaged  in  producing Archbold,  566 

Russian  oil,  producers  and  amount  of  production Archbold,  563-^7 

Inferior  quality  of Lee,278;  Emery, 626, 632;  Page,  791 

History  of  discovery  and  early  progress — 

General  statement Lee,262;  Boyle, 404-428;  Emery,  603 

Coal  oil,  early  refining  of Boyle,  405 

Salt  wells,  relation  to  oil  discoveries Boyle,  405, 406 

Lease  of  oil  lands,  first,  described Boyle,  406, 407 

Drake  well,  discovery , Boyle,  407 

Flowing  wells,  discovery  and  effect Boyle,  408, 409 

Drilling,  invention  of  methods Boyle,  405-412 

Cost  of  drilling,  early Boyle,  411-416 

Barrels,  relation  to  oil  industry Boyle,  407-409 

Transportation,  early  methods  and  cost  of Boyle,  407, 410, 413 

influence  of,  on  prices Boyle,  419 

Teamsters,  burning  of  oil  by Boyle,  414 

Speculation,  early Bovle,  411, 413 

Capital,  amount  invested,  1864 Boyle, 411,412 

Stock  companies,  introduction  of Boyle,411 

Tax  on  oil Boyle,  412, 417 

Bank  failures,  1866 Boyle,414 

Cost  of  production,  1867,  estimated Boyle,  415-417 

Deepening  of  wells,  effect Boyle,  427 

West  Vinrinia  and  Ohio,  early  discoveries  in Boyle,  414, 415 

Butler  and  Clarion  fields,  development Boyle,  421 

Bradford  field,  first  discovery Boyle,  421 

Markets,  early  character  of  dealing  in  oil Boyle,  450, 451 

Oil  exchanges,  history  of  establismnent Boyle,  420, 448-451 

Leasing  of  land — 

Methods  and  royalties Davis,  364;  Archbold,  539, 540 

Ohio  oil — 

Output  (see  also  above, /Sferitteia) Davis.^ 

Number  of  competing  producers ArcJibold,545 

Purchase  of  land  in  Ohio  field  by  Standard Lockwood,  403; 

Archbold,  560, 561 
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Crude  oil — Continued. 

Ohio  oil— Contanued.  Pa«e- 

Oppoeition  of  independents  to  recognition  on  exchanges Archbold,  532 

Profits  of  Standard  from,  discussed Monnett,  311 ;  Archbold,  544 

Macksburg  oil,  quality  of Davis,  351, 352 

Corninff  field,  quality  of  product Davis,  352 

Pipe  lines  ^ee  also  Pipe  Lines  below) — 

Interest  of  producers  of  crude  in  independent. .  Lee,  282, 293;  Boyle,  442, 444 
effect  of  independent  on  prices. .  Lee,  286;  Boyle,  444, 445;  Phillips,  598, 599 

Purchaseof  oil  by Lee, 285, 353, 354;  Davis,362 

Premiums  on  oil — 

Paid  to  drive  out  competing  pipe  lines Lockwood,  395 

Paid  for  quifiJity  and  to  meet  competition Boyle,  475; 

Archbold,  576;  Rogers,  582 
Prices — 

Statistics  etd"" 

Average  by  years,  1860-1898 Boyle,  434;  Archbold,  547 

Highestand lowest,  1869-1887 Lee,279 

Variations  by  months  and  days,  1891-1899 Boyle,  437-439 

Relative  prices  and  cost  of  production,  1867  and  1899 Boyle,  418 

Early  history,  variations  and  causes Boyle,  409, 

411, 412, 414, 415, 519, 426 

Fluctuations,  causes  explained Lee,  281, 283 

Relation  to  price  of  renned Archbold,  571 

Present  prices  satisfactory Boyle,  484, 489 

Effect  of  variations  on  profits  of  refineries Boyle,  452, 456 

Production,  relation  to Lee,  279 

Depression  by  overproduction  and  excessive  stocks . .  Boyle,  451 ,  455, 456 

Overproduction  not  chief  cause  of  fall Lee,  280;  Lockwood,  396 

Restriction  of  1887,  effect  upon Lee,288;  Boyle,  429 

Influences  affecting — 

Determined  by  demand  and  supply Boyle,  479, 480 

Determined  by  prices  of  refinea Boyle,  446, 447 

Must  be  sufiSicient  to  pay  small  producers Lee,  293 

Illegitimate  methods  used Boyle,  449-451 

Speculation,  influenced  by Davis,  362;  Boyle,  436, 449 

Standard  Oil  Company,  influence  of — 

Controlled  by  Standard Dowe,38; 

Lee,  299;  Davis,  362;  Lockwood,  403:  Rice,  689 

Denied Boyle,  446, 490 

Method  of  fixing  by  Standard,  effects Boyle,  43^-440, 449, 451 ; 

Archbold,  571 

Depressed  by  combination Lee,  279-284;  Monnett,  311 

Denied Archbold,  540 

Depressed  to  enable  Standard  to  buy  lands Lockw^ood,  403; 

Phillips,  592 

Raised  to  injure  competing  refiners Lee,  276 

Arbitrary  increase  and  reduction  by  Standard Lockwood,  395 

Independent  pipe  lines  often  pay  more  than  Standard .  Lee,  286 ;  Boyle,  444, 445 

Effect  in  raising Phillips,  598, 599 

Oil  Exchanges,  established Boyle,  420, 448-451 

Producers — 

Profit  discussed Lee,  281-284; 

Boyle,  434, 435, 456, 485;  Phillips,  599;  Archbold,  538-540, 553 

Present  prosperity  of Boyle,  484;  Archbold,  538-540, 583;  Emery,  669 

Standard  Oil  Company,  effect  on  producers  injurious Lee,  281-284; 

Phillips,  599 

Denied Boyle,  433-435, 485;  Archbold,  53^-^40, 553 

Refining  of  oil  by,  reasons  for  failure Boyle,  452, 453 

Pipe  lines,  interest  in  maintaining  independent Lee,  282, 293; 

Boyle,  442,444;  Phillips,  598, 599 

Independent,  attempt  of  Standard  to  secure  support  of Phillips,  593 

Production,  output — 
Statistics — 

Average  daily,  1870-1898 Boyle,  435;  Archbold,  547 

Annual  output  and  value  of  oil Boyle,  435 ;  Archbold,  539 
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Crude  oil-- Oontinaed. 

Production,  outpat — Continued. 

StatisticB— Continued.  v^g^ 

Production  and  proportion  by  countries,  1897 Archbold,  hS! 

Production  and  proportion  by  States,  IC^,  1897 Archbold,  56S 

Total  amount  of  production,  importance Kioe,  6S7 

Production  chiefly  from  small  wells Lee,  2&I 

Sources  of  statistics Boyle,  4^ 

Variations  in  production,  causes,  etc Lee,  283;  Boyle,  409-42S,  473 

Overproduction  and  effect Lee,  280;  Lockwood,  396; 

Boyle,  445  451  452, 456 

Bestricftons  of  production,  early Boyle,  42&-428'  454-4d8 

Restriction  of  1887— 

History  and  effect Lee,  284;  Boyle,  428-432.460,461 

Established  at  instance  ofproducers  only Ajchlx>ld,  540 

Relation  of  Standaid  Oil  Company  to Boyle,  429, 430 

Boundary  line  drilli^ff  contract,  text Boyle,  4S9 

Interior  drilling  contmct,  text Boyle,  460 

Effect  on  prices Lee,  288;  Boyl(^429 

Oil  set  aside  for  benefit  of  drillers Lee,  284;  Boyle,  482,483 

Effect  on  drillers Boyle,  431,483 

Speculation  in — 

Methods  used  to  influence  prices Davis,362;  Boyle, 436, 450 

Losses  to  producers  througn Boyte,  451 

Depression  of  prices  to  producers  by .- Boyle,  448 

Suppression  by  Standard  Oil  Company Boyle,  449, 451 

Standwo  Oil  Company  (see  also  Prices) — 

Proportion  of  output  controlled  by Lee,  263, 281, 28S; 

Monnett,318,319;  Lockwood,  402;  Boyle,  489;  Archbold,  560, 561, 571 

Purchase  of  lands  by,  methods Davis,  354;  Lockwood,  403;  Phillips,  59S 

Lease  of  oil  lands  by Lee,2^ 

Effect  of  production  by Lee,  285 

Effect  on  producers  injurious Lee,  281-284;  Phillips!  599 

Denied Boyle,  433-435, 485;  Archbold,  538-540, 553 

Texas  oil  field- 
Relation  of  Standard  to Page,  792 

Derrick's  Handbook  of  Petroleum: 

Character  of  statistics  in Boyle,  4^ 

Bconomies  of  combination  in  production: 

Superior  methods  of  Standard,  generally Smith,  71; 

Havemeyer,  116;  Cook,  248;  Archbold,  563,  570;  Dodd,  799; 
Bockefefler,  796;  Monnett,  318;  Boyle,  486-490;  Westgate,  372 

Denied Lockwood,392 

Large  capital,  economy  of,  generally Archbold,  570 

Capital  of  $500,000  sufficient  for  best  production Lee,209 

Ability,  command  of  superior Archbold,563;  We8t»te,372 

Superintendents,  hish  salaries Lee,  286 

Directors  have  had  little  practical  experience Lee,271 

Superintendents,  less  skillful  than  independent  refiners Lee,  269 

Improvements  and  inventions  in  refining Westgate,  373; 

Boyle,  486, 488*  Emery,  6» 

Closing  o&  plants  less  favorably  situated Monnett,  309 

By-prwiucts,  utilization  by  Standard Emery,  627, 628; 

Phimps,602;  Archbold,  570;  Davis,  355 

Sale  and  marketing  of  products,  superior  skill  in Boyle,  488-490; 

Archbold,  562, 570 

Denied PhimM,600 

Foreign  markets,  need  of  aggregation  of  capital  to  secure Archbold,  562, 563 

Coal,  economy  in  purchase Lee,  278 

Denied Archbold,533 

Pipe  lines,  consolidation  of  system Boyle,  489;  BockefeUer,  796 

Standard  can  not  transport  more  cheaply Lee,  269 

Transportation,  improved  methods  introduced  by  Standard Archbold,  563 

Advantages  bv  favorable  location  of  refineries PBge,  770, 776-778 

Ad vantt^es  of  many  distributing  points Page,  78S 

Tank  ships  and  schooners  owned  Dy  Standard Plge^791 

Quality  of  oil.     (See  below,  Quality.) 
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Smery,  Lewis:  ^*9^ 

Driven  out  ofbtu^eBB  by  Standard Emery,  648 

United  States  Pipe  Line,  relations  to,  etc Emery,  650-668 

Foreign  markets — ^Kcportiation: 

Export  trade — statistics — 

Amount  of  oil  exported Lee,277,278; 

Archbold,  535-^7, 568;  Emery,  622, 623 

Relative  value  of  exported  oil  for  different  years Boyle,  435, 436 

Benefit  of  export  tnule  to  country Davis,  363 

Domestic  prices  maintained  by Lee,282 

Quality  of  export  oil Lee,  274, 277, 278;  Emery,  623, 626 

Ck>mpetition  in — 

Excessive  cuts  and  prices  to  drive  out  independents Lee,  273; 

We6tgate,381;  Archbold,  531;  Phillips,  593 

Special  cuts  to  extend  trade  justifiable Boyle,  433 

Cutting  below  cost  in  far  East Archbold,570 

Methods  of  Standard  Oil  Com^Muiy  in  controlling Monnett,  319 

Government  control  of  competition Lee,276,277; 

Archbold,  532;  Emery,  616, 617, 623 

France,  trade  chiefly  controlled  by  Standard Lee,277 

Germany — 

Ck>ndition8  of  business  and  competition Lee,  273, 278;  Phillips,  601 

Purchase  of  Poth  Agency  by  Standard Boyle,  443 

Purchase  of  independent  tankage  by  Standard Emery,  617 

New  tankage,  etc.,  established  by  independents Emerv,  617 

Emery,  Lewis,  experience  in Emery,  616, 617, 623 

Prevention  of  unmir  competition  by  Government Lee,  273, 276, 277; 

Emery,  616, 617, 623;  Archbold,  532 

Attitude  of  Government  toward  Standard Rice,  742 

Profits  in,  due  to  fair  railway  rates Lockwood,  39t 

Independent  refiners — 

Extent  of  operations  in  foreign  markets Lee,  273-276,285; 

A]:chbold,  535-538, 568 

Importance  of  foreign  shipments  to Westgate,  380;  Emery,  631 

Methods  of  shipment Lockwood,  897,398 

Prices,  compared  with  domestic Archbold,  559,560 

Necessity  of  moderation Boyle,  439 

Russian  oil — 

Crude  and  refined  output ijnchbold,  567 

Relative  amount  exi>orted Arc^ibold,  533,534 

Amount  of  business Emeiy,  623,626,632 

Strength  of  competition Archbold,  546,553,666;  P&ge,  791 

Suffers  from  Standard  competition Emery,  623 

Standard  Oil  Company — 

Amount  of  export  business ArchV  old,  533-587, 568 

Extension  of  foreign  markets  by Archbold,  562-568, 579; 

Emery,  61)6, 628;  P&ge,  792 

Not  pioneer  in  securing Phillips,  600 

Tin  cans,  exportation  and  manufiEicture  abroad. .  Lee,  282;  A  chbold,  583, 534 

Export  oil  refined  at  seaboard Lockwood,398 

Grades.     ^See  QaalUy,) 

Independent  refineries  and  organizations.     (See  OompOmg  R^bmries; 

Pipe  LineSf  Independent;  Pure  Ou  Compcany^ 
Interstate  Oonunerce  Act.     (See  Rauvny  aiMrimtnotioiw.) 
Labor: 

Effect  of  Standard  combination — 

Satisfactory  relations Archbolid,  542, 543, 565 

Employees  of  Standard  competent  and  well  paid Lee,  289 

Displacement  by  dismantling  plants «  Monnett,  312 

Dependence  on  a  single  employer,  evil  effects ,  Lee,  288, 289 

Wages  paid  by Lee,285,286;  Clark,948;  Gall, 680 

Superintendents  and  foremen,  high  wages  paid Lee,  286 

Hours,  at  distributing  stations Clark,349;  Matiiew8y494 

Oil  well  dnllers — 

Combinations  of Boyle,  431, 483 

Wages  paid Davis,364;  Boyle, 483 

Bestricttonof  1887,  effect  on Boyle.  431, 482, 483 

88a 88 
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IiixijBAAii  oil* 

Alleeed  adtdteration  by  Standard  Company Clark,  333, 334;  Mathews,  495 

Logan,  Bmery  6b  Weaver: 

Suit  for  discrimmationa Lee,  287;  Emery,  633-6^,  639 

Lubricating  oila : 

Character,  value ••• Emenr,^? 

Compoanding,  prooesBes,  qualitieB Clark, 333, 334;  Davi8,356 

Different  prices  for  same  quality Clark,  333, 334;  DaTi8,356 

Denied Mathews,  502, 5(^ 

Frauds  in  branding Claik,  333, 334 

Denied Mathews,  495, 50S 

Monopoly,  practical,  of  Standard  Oil  Company ]>avi8,3^ 

Prices  and  aiscriminations  between  customers,  discoaaed Mathews,  50(2, 505 

Railways,  diflcriminations  in  purchase  from  Standard  Company Lee,  268; 

Davis,  355;  Rioe,609,iQ0 

Denied Archbold,  516;  Page,  757-759 

Superior  quality  of  Galena  oils Fe^  757, 758 

Contracts  of  Galena  Oil  Company,  as  to  cost  of  lubrication Page,  757, 758 

Standard's  prices  uniform  to  all  purchasers Page,  757, 758 

Canada,  amount  produced  and  imported Gall,  683 

Matthews    Buffalo  Jteflnery : 

Alleged  attempt  to  blow  up Lock  wood,  389;  Archbold,553 

Xethoda  of  buaineas  of  Standard  Oil  Oompanv : 

Suits  by  stockholders  to  ascertain  condition  of  business Boyle,  444 

Amount  of  oil  sold  at  certain  stations Mathews,  489 

Inspection  of  accounts^  etc.,  by  local  agents Clark,  342, 343;  Mathews, 504 

Deauctions  from  salaries  of  agents  for  errors Clark,  345 

Letters  answered  by  indorsement Clark,3l8 

Oral  instructions  in  place  of  writing Clark,  346, 347 

Amount  of  duly  dehveries  from  tanks,  etc dark,  342;  Mathews,  496 

Xinera*  oil : 

Compounding, adulteration  in Clark,334;  Matiiew8,495 

Monopoly  of  Standard,  desree  of: 

Monopolistic  character  of  Standard  Oil  Company Phillips,  600 

Standard  has  no  legal  advantages Phillips,  596 

Growth  of  Standard  Oil  Company.  1870-1879 Emery,  646;  Rice,  689 

Proportion  controlled  by  Standard,  1870-1879 Itio8,689 

I*roportion  controlled  by  Standard,  1879 Emery,646 

Proportion  controlled  by  Standard,  1894-1898 Archbold,  560 

Proportion  of  refining  controlled  by  Standaid Lee,286; 

Lockwood,  402;  Emery,  605 

Canada,  proportion  of  oil  refined  by  Standard Archbold,  572, 573> 

Kational  Transit  Company.     (See  Pipe  lines.) 
Ohio  Oil  Oompaay: 

Purposes  of  oiif^nization Monnett,299 

Petroleum  Producera'  Aaaociation: 

Organization  and  purposes Boyle,  419, 454, 455 

Petroleum  Producers'  Agency: 

Attempt  to  maintain  prices,  1870 Boyle,  455-458 

Pipe  lines: 

Buckeye  Pipe  Line  Company — nature  and  working Monnett,  298, 299, 311 

Business,  oustoms,  and  methods — 

Deecribed Lee,  285 

De<luctions  and  assessments  for  losses  by  fire Davis,  354 

Gaugi list  and  deductions  for  evaporations Davis,  354 

Charges  ana  cost  oi  piping — 

Kelative  charges  of  Standard  and  independent  lines.  •  Lee,  271;  Westeate,  381 

Chai^ges  excessive Rice,  734 

Reasonableness  of  chai^ges Thurber,23;  Rogers, 581, 588, 589 

Not  reduced  by  combination Lee,  280,284 

Ohio,  rates  in Momiett,311 

Cost  of  transporting  oil,  estimated Lee,284; 

Archbold,  553;  Rogers,  588;  Phillips,  594;  Emery,  066;  Rice,  734 
Consolidation  by  Standard  Oil  Company — 
History — 

Combinations,  early,  described Boyle,  424;  Etaieiy,  6W 

Absorption  by  Standard,  described Lee,262,293; 

Boyle,  424-426;  £kDJ6iy,630 
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Pipe  lines — Continued. 

Consolidation  by  Standard  Oil  Company — Continued. 

History — Continued.  ^^9^ 

Competition,  excessive,  cause  of Bovle,  424-426 

Purcnase  of  independent  lines  by  Standard Lockwood.  305; 

Arcbbold,  561 

Purchase  made  up  by  reduced  oil  prices PhUlip6,592 

Western  and  Atlantic  Pipe  Lines,  purchase  by  Standard . .  Lockwood,  395 
Standard's  methods  in — 

Described Lee,254;  Monnett,321;  Lockwood, 394;  £m6rv,605 

Discriminations  and  rebates  by  railways Lockwood,  386, 388; 

Boyle,  424;  Emery,  641;  Rice,  695, 696 

Premiums  on  oil Lockwood,  394; 

Boyle,  475;  Archbold,  576;  Koger8,582 
Degree  and  effects  of  monopoly — 

Proportion  and  effects  of  control Lee,264,265;  Rice, 689 

Control  of  different  lines  by  Standard Davis,  361 

Difficulty  of  establishing  competing  lines Monnett,  310, 311 

Control  of  competition  by  means  of Monnett,  299, 312, 315 

Railway  rates  increased  to  prevent  competition  with Monnett,  317 

Crude  oil,  price  controlled  oy Monnett,  325;  Davis,  362;  Lee,  285 

Advantages  of  consolidation Boyle,  471-474, 489, 490;  Archbold,  553 

Necessity,  of  lai^  capital Rockefeller,  797 

Distances  to  which  Imes  are  laid  to  reach  wells Rogers,  581, 588 

Enoinent  domain  for — 

Oppositionof  Standard  and  railwaysto Lee,  262; 

Boyle,  474;  Archbold,  513;  Emery  605,  659,  660 

New  York  and  New  Jersey,  laws  lacking Lee,  267;  Emery,  653, 654 

Law  granting,  advocated Emery,  662 

History,  early Lee,  262;  Boyle,  409,  413,423-426,  480-482;  Emery,  603-605 

Immeoiate  sh  ipments,  significance  of  practice Boyle,  482 

Independent  organizations,  existing  (see  also  Producert^  Oil  •Company^ 
Pure  Oil  Company ^  United  Slates  Pipe  Line) — 
Oiganization  and  relations — 

Names  and  historjr Lee,  261;  Lockwood,  297;  Rogers,  581 

History,  organization  and  effects Boyle,  442-445 

Relations  to  one  another Lee,  261;  Boyle,  462-471;  Rogers,  584 

Capital  and  profits Phillips,  591,  592,  600 

Effects  on  oil  industry — 

Raising  of  prices  to  producers  by ; Lee,  293; 

Boyle,  444, 445;  Phillips,  592, 598, 599 

Advantages  to  refiners Pnillips,  598, 599 

Rates  of  pipage,  Standard  and  independent  lines.  Lee,  271;  Wesl^te,  381 

Seaboard  lines,  advanta^  of Lee,  265 

Wastefulness  and  inability  to  meet  demands Boyle,  404, 

442,443,445,475;  Rogers,  589 
Attempts  of  Standard  to  control — 

Purchase  of  stock  by  Standard Lee,  270; 

Westgate,  370, 382;  Boyle,  442; 
Archbold,  529, 531, 577, 578; 
Rogers,  584;  Phillips,  590. 

Control  sought  through  buying  refineries Westgate,  370, 371 

Combination  with  Standard,  propositions Archli^ld,  530, 531 ; 

Phillips,  383;  Emery,  659 
Opi)osition  of  Standard — 

Opposition  to  free  pipe-line  law Lee,  262, 267; 

Boyle,  474;  Archbold,  513;  Emery,  605, 659, 660 

Opposition  to  laying  pipes Lee,  264, 267; 

Lockwood,  397;  Boyle,  445, 474, 475;  Emery,  651 

Opposition  of  Rice  to  National  Transit  Company's  lines Boyle,  486 

Purchase  of  wells  reached  by  independent  Imes Westgate,  380 

Railways,  opposition  to  crossing  of  pipe  lines — 

Described Lee,  264, 267; 

Lockwood,  397;  Emery,  650-^55:  Rice,  739 

Opposition  due  to  Standard  Company Pnillipe,593 

Reasons  for Archbold,  529 

Attempt  to  secure  permission  of  Standard  to  cross  railways.  Emery,  659 
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Pipe  line* — Continued. 

Independent  organizstionB,  existing — Continued. 

Refined  oil—  Fiase^ 

Transportation  by  independent  pipe  linee Lee,  267; 

Lockwood,  398;  Boyle,  445;  Emerr,  ^1 

Early  transportation  of Boyfe,413 

Monopoly.     (See  above,  Oontolidation.) 
National  Tra  '^  it  Company — 

Charter,  manner  of  securing Rogers,  685, 588;  Emery,  607, 619-622 

Charter,  character  and  powers Emery,  606, 609, 621, 622 

Oapitalization Rc«ei8,587 

Agreement  with  Tidewater  Pi^  Company  for  division  of  traffic.  Rioe,  7% 

Contracts  with  railways  for  division  of  traffic Emery,  6^^667; 

Rice,  701, 702;  Psace,  759-763 

Efficiency  in  meeting  demands  of  McDonald  field Boyle,  471, 473 

Capacity  of  lines Boyle,  481;  Rogere,  583, 584 

Credit  balances,  oatstandins,  1889-1899 Roger8,583 

Residuum,  statement  of,  published  monthly RogerB,583 

Premiums  on  oil — 

Paid  to  injure  competing  lines Lockwood,394 

Sometimes  paid  to  meet  competition . .  Boyle,  475;  Archbold,  576;  Rogers,  582 

Pfedd  for  superior  quality Boyle,  475;  Archbold,  576;  Rcweis,  582 

Purchases  of  oil  by  pi pe  lines — effects Lee,  2SS; 

Davis,  352, 354, 362;  Boyle,  420, 421 
Rebates  and  discriminations  by — 

Early Boyle,  423, 476-479 

Attempt  to  recover  by  suits Boyle,  427, 428, 476-479 

Relation  to  premiums  on  oil Boyle,  479 

Coming  fields,  discrimination  against Davis^  352 

Refined  oil,  transportation  by  United  States  pipe  line Lee,  267, 2Bi; 

Lockwood,  398;  Boyle,  413, 445;  Emery,  ^1 


Attitude  toward  Standard  generally Rogers,  587 

Unfairness  of  certain  papers  toward  Standard Boyle,  487 

Oil  City  Derrick,  relation  to  Standard Boyle,  40i 

Suits  for  libel  against Boyle,  487 

Opposition  to  independent  interests Rice,  754 

Subsiaizing bj Standard Monnett)312,321;  Lockwood,398 

Material  furnished  by  Standard Monnett,321 

Prices: 

Statistics — 

Export  prices,  average  by  years,  1870-1898 Thurber,4; 

Boyle,  435;  Archbold,  54? 

Variations  by  months  and  days,  1891-1899 Boyle,  437-439 

Exported  oil,  relative  value  for  different  years Boyle,  436 

Average,  New  York,  Chicago,  and  Cincinnati,  1885-1899. .  Archbold,  547, 548 

Cincinnati  prices  of  refined  oil Boyle,  447, 448 

Statistics  based  on  export  oil  misleading Westgate,  371, 372 

Foreign  prices  compared  with  domestic Archbold,  546, 559, 560; 

Emery,  631, 633;  Rice,  734;  Piige,  791 

Domestic,  difficulty  of  securing Boyle,  446-448 

Sources  of Boyle,  485 

Transportation,  early  fluctuations  due  to Bov1e,419 

Crises  of  recent  fluctuations Lockwood,  395, 403 

Restriction  of  crude  output,  effect  upon Boyle,  430 

Influences  affecting — 

Crude  prices,  relation  to  refined Boyle,  446, 447; 

Archbold,  571;  Gail,  674, 68® 

Relation  to  price  of  crude  and  to  competition Lockwood,  395 

Margin  made  more  uniform  by  Standard Boyle,  437-439 

Domestic  prices,  infiuences  affecting Boyle,  448 

By-products,  influence  of Davis,  355, 360; 

Westgate,  368, 371 ;  Arehbold,  570 

Barrels,  influence  of Boyle,437;  Westeate,371 

Railway  discriminations,  reduction  by  reason  of Arehbold.  526, 528; 

Rockefeller,  795 


INBEX — BTANDAKD  OIL   COMBINATION.  1317 

Prices — Continued. 

Effect  of  combination —  ^^^^ 

Poeaibility  of  raising  above  competitive  rates,  discussed Lee,  292; 

Archbold,  669, 670 

Control  by  Standard  Company,  degree  and  effects  of Lee,  276, 286; 

Lockwood,403;  Archbold,  631, 668-^70 

Rates  Boffident  for  profit, stated Lee,266;  Rice,  736 

Relative  prices  of  independents  and  Standard Clark,  346, 346 

Increase  by Lee,  296, 292;  Monnett,323;  Lockwood,  403;  Rice,  734-736 

Canada,  increase  through  Standard Grail,  674 

Extra  profits  from  Ohio  oil Rice,  736, 736 

California,  excessive  prices  in Emery,  633 

Reduction  not  due  to  Standard Lee,  276, 276; 

Monnett,317;  Lockwood,  394;  Rice,  734 

Reduced  through  Standard Smith,  71; 

Thurber,  43;  Havemeyer,  116;  Cook,  248;  Archbold,  664 

Policy  of  Standard  to  reduce P*«e,792 

Destruction  of  Standard  would  not  lower Archbold,  631 

Excessive  cuttmgof Lee,  266,  266,  273;  Westaate,  366,  370 

Sometimes  necessary,  but  deprecated Archbold,  668,  669 

Should  be  prohibited Westgate,  383 

Special  cuts  in  particular  localities — 

Existence  of  practice  and  instances Lee,  277; 

Monnett,  313,  317;  Clark,  337,  360;  Westgate,  366,  367;  Lock- 
wood,  402;    Boyle,  433,    486;    Emery,    629-632;    Rice,    704 

Competitive  and  noncompetitive  points,  differences  m  prices Lee,  266, 

266,269;  Monnett,  302,  317;  Clark,  360 

DifEerences  in  prices  according  to  degree  of  competition Westgate,  367 

New  York  City,  against  Pure  Oil  Company Lee,  266.  266; 

Westgate,  366;  Lockwood,  402;  Archbold,  628 

Philadelphia,  cuts  in Lee,266;  Emery,  629,  631,  632 

Foreign  markets,  cuts  in Lee,  273;  Westgate.  381;  Lockwood,  398; 

Boyle,  433;  Archbold,  631,  670;  Phillips,  693;  Emenr,  616 

Grovemmental  regulation,  foreign  markets Lee,  276,  277; 

Archbold,  632;  Emery,  616,  617,  623 

Threats  of  cuts Westgate.  369,  370; 

dark,  337;  Archbold,  660,  662 

Usually  made  by  Standard  first Emery,  629,  630,  632 

Made  nrst  by  competitors Mathews,  606 

Discussion  of  facts Mathews.  491,  492,  496,  499,  606 

Justification  in  certain  cases Archbold,  669;  Boyle,  433,  443 

Increase  of  prices  after  competition  is  crushed. . .  Clark,  360;  Archbold,  672 
Special  cuts  to  customers  of  competitors — 

Practice,  existence,  and  instances Clark,  331-346; 

Davis,  367;  Westgate,  366,  368-^70;  Rice,  704 

Special  agents  to  reach Monnett,  313 

Agents  not  allowed  to  make dark,  339;  Mathews,  494,  499 

Reasons  for  and  amount  of  differences Mathews,  499,  600,  606 

Producers.     (See  Crude  oU): 
Producers  and  Beflners'  Oil  Company: 

Organization  and  effects  on  refiners  and  producers Lockwood,  397; 

Boyle,  442-446,  462 

Relations  to  Producers'  Oil  Company Boyle,  462 

Failure  to  pay  dividends Boyle,  442 

Producers'  Oil  Company: 

Purchase  of  stock  by  Standard  Company Lee,  270; 

Archbold,  677, 678;  Rogers,  684;  Phillips,  690 

Carter,  Colonel,  relation  to Lee,  270; 

Archbold,  677,678;  Rqsers,  684;  PhilUps,  690 

Producers  and  Refiners'  Oil  Company,  relation to  Boyle,  462;  Rogers,  684 

Producers'  ProtectiTe  Association: 

Organization  and  purposes Boyle,  428 

Restriction  of  production  by,  1887 Boyle,  428-432 

Erection  of  renneries Boyle,  441, 442 

Organization  of  pipe  lines  by Boyle,  462 

Producers'  Protective  Union: 

Organization  and  working Boyle,  427,428 
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Profits  of  refining  (see,  alBO,  By-producUi  and  cost  of  refining) : 

Average  profit  per  barrel,  Standaitl  Company JL€e,  273; 

Archbold,  532;  PhUlipe,  591,.5fi2 

Ten  cents  per  barrel  sufficient iJee,  269, 271 

Not  sufficient  on  refined  oil  alone Boyle,  441 

Effect  of  variations  of  price  of  crude Boyle,  452, 456 

Infiuenoes affecting,  by-products,  etc Davis,  355,360; 

Weet^jate,  368;  Boyle,  441 ;  An^bold,  571 
Profits  of  Btandard  Oil  Oompany: 

Amount  and  rate  estimated. Boyle,  480;  Phillips,  591, 59S 

Relative,  past  and  present ArSibold,  571 

Not  reduced  by  overproduction  of  crude  oil Boy]e,4^l 

Relative  of  Standard  and  independents Archbold,  532;  Phillips,  602 

Ohio  oil Monnett,3U;  Archl3old,544;  Rit-e,  735, 736 

Pipe  lines,  hiffh  profits  from T^vi8,360 

Proaecutiona.     (dee  Suits.) 
Pure  Oil  Company: 

History  and  form  of  oi^ganization — 

Described Lee,  273: 

Westgate,  365;  Boyle,  463-467;  Ait^bold,  507^13 

Oapitaliaation Phillips,  &10 

Different  classes  of  shares  and  regulations  concerning  them.  Boyle,  469, 470 

Stock,  value  of Phillips.  392 

Purpose  and  nature— 

Purpose  of  oi^ganization Lee,  273; 

Weeteate.  365;    Boyle,  463,  464,   466,  469; 
Archbold,  509;  Phillips,  596;  Emery,  657, 659 

Trust  character  of  oiiganization Boyle,  443, 4^,  464; 

Archbold,  507-513;  Rogers,  5^ 

Denied Phillips,  591, 595^97;  Emerjr,  657, 658 

No  monopoly  sought  by PhilUps,597 

Relations  to  other  independent  organizations Roeers,  584 

Attttnpt  of  Standard  to  control PhiUipe,  590 

Voting  trust  described  and  discussed Boyle,  464-46i>; 

Archbold,  508-513;  Phillips,  598;  Emery,  657, 659 

Objectof Phillips, 590, 595;  Emery, 657, 659 

Different  from  **  trust"  in  character Phillips,  591 

Quality,  grades,  teats: 

Canadian  oil,  relative  ouality Gall,  681 

Export  oil,  quality  and  tests Lee,274,277;  Emery, 62^-636 

Engli^  agitation  as  to  test  of  American  oil Monnett,  319;  Archbold,  516 

(rrades  and  brands — 

American  Refining  Company,  cradee  manufactured  by Westgate,  366 

Special  brands  nu^e  for  special  customers Davis,  357 ;  West^e,  386 

Different  grades  sold  from  same  tank Monnett,  313; 

Clark  331, 333, 338, 341, 312 

Denied Mathews,  492-4^ 

Lubricating  oils Clark,  333, 334;  Davis,  356,  Mathews,  495 

Ohio  oil,  inferiority  discussed Clark,  346; 

Gall,  681;  Rice,  735, 736;  Emery,  624,  625;  Archbold,  532 

Russian  oil,  inferior  quality Archbold,  546;  Emery  626^  632 

Standard's  product,  deterioration  of Lee,  275,  291; 

Westgate,  372;  Clark,  346;  Archbold,  552 
Tests  of  oil- 
Tests  of  different  grades Clark,333 

Methods  and  significance  of  testing Emery,  624, 625 

Relative  value  and  safety  of  oils  of  different  testa Emery,  624-6^ 

Fire  test  does  not  determine  illuminating  quality Mathews,  495 

Tests  in  lamps,  deceptive  methods Clark,  346 

Denied Mathews,  500-502 

Bailwaya: 

Oil  regions,  first  construction  in Boyle,  410, 411 

Ownership  of  milways  by  Standard Monnett,318;  Rice,688,70S 

Oil  well  supplies,  excessive  rate  on Lockwood,  391, 396 

Report  of  snipments  of  oil  by  competitors Westgate,  367;  Emery,  614, 615 

Standard  agents,  local,  have  no  direct  dealings  with Claik,347 
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Hailwav  discrimixiationB  and  rebates  (see  also  South  Improvement  Company) : 
Early  history,  generally —  P»««- 

Described Lee,  203, 2«4, 287;  Lockwood,384,385,387,399;  Boyle,  453 

Standard  originator  of  system Rice,  741 

Rate  of  rebates  referred  to,  1872-1879 Emery,  647, 660 

Violation  by  railways  of  contract  of  1872 Einerv,  641 ,  642 

Raising  of  rates,  1874,  letter  regarding Emery,  641 

Rebate  on  refined  to  offset  crude  transportation Emery,  641 

Amounts  during  1877-1879 Lee,  287; 

Lockwood,386,387;  Boyle,  453;  Rice,  696, 697 

Method  of  calculating Archbold,  514, 515;  Emery,  660, 661 

Avowed  purpose  of  railways  to  maintain Rice,  698, 699 

UniverBality  of  practice  before  interstate  commerce  act. .  Archbold,  517, 526; 

Page,  756;  Rockefeller,  796; 

Offers  originated  with  railway  companies Archbold,  527 

Standard  has  never  fixed  rates  for  other  shippera Page,  789 

Standard  did  not  receive  rebates  on  competitors'  Hhipments ^^^t  7^? 

Rockefeller,  795 

Rebates  received  by  competitors  of  Standard Page,  790;  Rockefeller,  795 

Kxisting  conditions — 

Discussed Lock  wood,  396;  Boyle,  487 

Discriminations  believed  to  exist Lee,  292;  Davis,  352;  Phillips,  601 

Standard  Oil  Trust  dictates  tariffe Rice,  717 

Denied Pace,  768 

Pennsylvania  Railroad,  rebates  paid  by,  up  to  1893 Emery,  634, 645, 646 

Despeaux  v.  Pennsylvania  R.  R.,  testimony  referred  to Rice,  700-703; 

Page,  759-763 

Baltimore  and  Ohio  Railroad,  letter  showing  existence P^mery,  637, 638; 

Page,  770 

Baltimore  and  Ohio  Southwestern,  discriminations  by Davis,  351, 352 

Damages  assessed  by  Interstate  Conmierce  Commission  up  to  1893. .  Lee,  287; 

Weetgate,  380;  Emery,  645, 646 

Standard  Oil  officials,  interest  in  railways Monnett,  31 8; 

Rice,  688, 703;  Pa^e,768 

Coming  field,  high  rates  on  crude  oil  from Davis,  353 

Illegality  under  common  law Rice,  708 

Discrimination  since  interstate  commerce  act  denied Archbold,  516-^28; 

Page,  778;  Rockefeller,  795 

Letters  from  railway  officials  denying  existence Archbold,  517-526; 

Rice,  747;  Page,  787 

Difficulty  of  securing  evidence Emery,  634, 635 

Possibility  of  i^piorance  of  discriminations  by  high  officials. .  Emery,  642, 643 

No  difference  in  rates  per  hundred Westgate,  372 

Commission  on  freight  received  by  Standard Kice,  727 

Denied Page,  769 

Proportion  of  oil  tonnage  to  the  total  railway  tonnage Page,  T87 

Barrel  snipments.     (See  Tank  cars,) 
Campbell,  B.  B.— 

Discriminations  in  favor  of Emery,  635, 636 

Contract,  with  Pennsylvania  Railroad,  1879 Emery,  662 

Canada — 

Increase  in  rates  to,  and  causes Lee,  297;  Westgate,  378,  379; 

Archbold,  573;  Rogers,  582;  Gall,  67^-678,  683-685;  Page,  788 

Higher  charge  for  shorter  haul Gall,  676-678 

Dinerence  in  rates  between  American  and  Canadian  oil Gall,  675-()77 

Rebates  believed  to  be  paid  to  Standard Gall,  676, 677 

Appeal  to  railway  committee Gall,  676,  677, 685 

Carload  lots.     (See  Tan*  cars,) 
Competitors,  reoates  on  oil  shipped  by — 

South  Improvement  Company,  contract Emery,  612-614 

Rice  case Archbold,  556-559;  Rice,  706-709 

Payment,  denied Archbold,  579 ;  Page,  790 ;  Rockefeller,  795 

Effects  of  discriminations — 

Chief  cause  of  Standard  Oil  monopoly Lock  wood,  384, 394, 400; 

Phillips,  593;  Emery,  609, 644, 645;  Rice,  688,  741 
Profits  of  Standard  secured  from,  estimated Lockwood,  386 
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&ftilw»7  diserimixkAtioiiu  and  rebates— Continaed. 

Effects  of  discriminatioiuH-Oontinaed. 

Practioe,  f oimer,  injnrioas  to  Standard  Company ArchboM,  526, 528 

Piioea  to  costomen  redooed  by  reaaon  of Archbold,536,53S; 

RockefeU^,  796 

Oompeting  refineries  driven  out  of  btudneaB  by Emery » 616, 644, 646 

Chief  obrtacle  to  competition Westgate,  382, 38 

Fear  to  establish  independent  r^Sneries  on  account  of Lw^kwood,  400 

Differences  in  rates,  effect  on  profits We8tgate,378 

Crude  oil,  price  diminished  by Monnett,  325 

Division  of  petroleum  busin< 


sion  oi  pecroieum  Dusmess — 

South  improvement  Company,  division  among  railways Emerv,  610, 61 1 

National  Transit  Company,  division  between  pipe  fines  and  rail- 


ways  Emery,  663-667;  Rice,  701, 702, 738, 739;  Psge,  759-763 

Emerv,  Lewis — 

iVice  driven  out  of  basiness  by £mery,616,6l8 

Rebates  received  bj^in  1870 £mery,6i0 

Empire  Transportation  Company — 

Driven  out  by  discriminations Lee,  263;  Rice,  686 

Reasons  for  purchase  bv  Standard  Oil  Company Archbold,  513, 514 

Discriminations  by,  in  lavor  of  certain  refineries Ait^hbold,  514 

Exclusive  transportation  of  Standard's  oil — 

Special  arrangements  made  with  railway  managers  for Emery,  630, 631 

Independent  refineries  and  pipe  lines — 

Discriminations  in  favor  ofcompetitorsof  Standard  suspected . .  Archbold,  578 

Denied PhiUiiK^eol 

United  SUtee  Pipe  Line,  freight  rates  to  New  York Archbold,  529,530 

PhiUips,  601;  Emery,  655 
Interstate  commerce  act — 

Secured  by  refiners Lockwood,  389 

Suits  and  decisions  of  commiflsion,  concertung^rebates ..»• Lee,  287; 

Weetgate,  379,  380;  Emery,  636;  Rice,  714-716,  729 

Relation  of  commission  to  Standard Lockwood,  398 

Disregard  bv  railways  and  trusts Lockwood,  389 

Refusal  to  obey  orders  of  commission Westgate,  380 

Baltimore  and  Ohio  Railroad,  letter  regarding  maintenance  of  rates, 

Emery,  6S7 

Evidence  as  to  New  Haven  and  Hartford  underbilling  case Psge,  771-774 

Strictly  obeyed  by  Standard Archbold,  616,  527,  579; 

Page,  756,  7^  787 
Logan,  Emery  &  Weaver — 

Suit  against  Pennsylvania  Railroad Lee,  287;  Emery,  633-635 

Reasons  for  settling  suit fhnery,  669 

Lubricating  oil — 

Preference  in  purchase  from  Standard . . .  Lee,  292;  Davis,  355, 364;  Rice,  699 

Effect  on  other  buyers Davis,  359 

Excessive  prices  paid  Standard  for Lee,  268,  291 ;  Rice,  699, 700 

Denied Archbold,  516;  Page,  757-759 

Pipe  lines — 

Rebates  by  railways  on  oil  from  certain Bovle,424 

Emery,  641;  Rice,  695,  696 

Railway  rates  increased  to  prevent  competition  with Monnett,  317; 

Rice,  739 

Absorbed  by  means  of  discriminations Lockwood,  386, 388 

National  Transit  Company,  contract  of  1881  with  railways Rice,  701, 702 

True  character  discussed Pftge,  759^763 

Contract  of  1884 Emery,  663-667;  Rice,  702;  Ps«e,  759-763 

Still  in  force Emery,  667 

Reasons  for Rice,  738,  739;  Pa«e,  761 

Amounts  of  rebates  paid  under  contracts  of  1881  and  1884. .  Rice,  701, 702 
Purchase  of  oil  (see  also  Luorioating  oil)  — 

Preference  in  purchase  of  refined  oil  by  railways Davis,  359 

Prices  fixed  by  central  railway  officers CUtfk,347 


Tariff  rates  changed  by  numerous  circulars,  ete Rice,  732 

Changes  made  without  warning  to  injure  Standard's  competitors, 

Rice,  719-727;  Page,  769 
Changes  made  for  convenience  of  stocking  up  ...k.  Rice,  719-727;  Page,  769 
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Sailway  diacriminationB  and  rebates — Continued. 

Bates— Continued.  ^^«- 
Transcontinental  Association,  correspondence  with  Standard  con- 
cerning  Rice,  719-727;  Page,  769 

Elxcessiye — 

Contract  of  pipe  lines  and  railways  for  maintenance . . .  Emerv,  66^-667 

Existing  from  oil  regions  to  seaboard iinery,  667 

Risk  of  shipment  of  oil,  estimated Westgate,  378, 379; 

Rice,  716;  Page,  769 
I>iscrimination  between  places  of  shipment — 

Competitive  points,  disadvantage  in  rates  from Lee,  266; 

Monnett,  309, 316 

Difference  in  rates  for  places  at  same  distances Westgate,  374-^77; 

Rice,  710 

Rates  from  Standard  shipping  points  lower Westgate,  375, 376 

Rates  not  ranged  to  favor  Standard  shipping  points i^^ge,  768 

Advantage  of  Standard  from  nearer  location I^age,  770 

Arbitrary  rates  discussed  r^ardleas  of  classifications  and  tariffe. 


Westgate,  374-377 
....Mo 


Increase  of  rates  to  competitors'  points,  instances  of Monnett,  322 

New  York  and  New  England  points,  excessive  rates.  Westgate,  374-379 ; 

^age,  775-777 
Through  rates  to  New  England  points  discontinued. .  Westgate,  374-377 

Reasons  for,  discussed. Pag^)  776 

Not  due  to  influence  of  William  Rockefeller ^^^i  777 

Advantage  of  seaboard  refineries  in  distributing  to  Eastern  points. 

Page,  776, 777 

New  York,  rates  per  ton  per  mile  in Westgate,  375 

,    Whiting,  Ind. ,  lower  rates  on  shipments  from,  referred  to . .  Monnett,  309; 

Rice,  731 

Reasonsfor Page, 777,778 

Pacific  coast,  increase  of  rates  to Westjgate,  376 

Long  and  short  haul — 

Instances  of  discrimination  in  favor  of  terminal  points..  Rice,  718, 719, 

736-738 

Stop-over  privileges  on  tanks  billed  to  terminal  points Rice,  718 

Refusal  to  give  rates — 

Independent  shippers  refused  rates Westgate,  374 ;  Lockwood,  401 

Independent  shipments  not  solicited  by  railways Westgate,  378 

Fast  freight  lines  refuse  to  handle  independent  oil Westgate,  374 

Refusal  of  cars  for  carrying  independent  oil Emery,  648, 649 

Receivers — 

Discriminations  by,  case  of  George  Rice Rice,  706-709 

Remedies  (See  also  Railway  diBcrimiriations  in  general  index)  — 

Competition  possible  under  fair  rates Lockwood,  385 ;  Emery,  633 

Fixed  classification  for  oil  advocated Westgate,  379 

Courts  afford  no  remedy Lockwood,  388, 389 

Courts,  chai^ges  against,  unjustifiable Archbold,  553 

DiflSculty  of  compelling  testimony  concerning Emery,  635 

Books,  compulsory  pn^uction,  demanded Westgate,  383 ;  Emery,  643 

Rice,  George — 

Discriminations  against Lockwood,  390,  401 ;  Rice,  687-719 

Discriminations  by  Southern  railways  up  to  1888 Rice,  704,  710-716 

Only  between  tank  and  barrel  shipments Pag^i  765 

"Please  turn  another  screw'*  letter Rice,  705,  747,  748;  Page,  763,  764 

Manner  of  securing  letter ^^^y  ^^ 

Cleveland  and  Marietta  Railway  case Rice,  706-709 

Discussed Archbold,  556-559 

Referred  to Pare,  793 

Discriminations  by  Louisville  and  Narfiville  Railroad Rice,  704,  705 

Discussed Page,  763,  785 

Forced  to  discontinue  refining Rice,  729 

Tank  cars — 

Rates  compared  with  barrel  shipments — 

Oil  in  oarrels  formerly  earned  at  same  rate Rice,  716 

Rates  per  barrel  lower  than  for  bwrel  shipments Monnett,  229; 

Lockwood,  388;  Rice,  712,  734,  735 
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Sailw»T  discrimi&atioiis  and  rebates    Continned. 


Tank  cars — Continued. 

Rates  compared  with  barrel  shipments — Gontinaed.  ^^f^ 

Comparative  rates  stated Bioe,  714,  715 

Not  specially  in  favor  of  Standard ^^^  '^ 

Order  requiring  same  rates  for  barrels Page,  ToS,  789 

Refusal  of  railways  to  obey Psge,  789 

Justice  of  charging  for  weight  of  barrels ^'^^  ^^ 

Standard  8hi|)S  largely  in  barrels Page,  7&,  789 

Difficulty  of  purchase  by  independent  refiners Bice,  712 

Railways  should  be  required  to  furnish  to  shippers Rice,  713 

Injustice  of  requiring ^^g^  765 

Comparative  advantages  to  railways — 

Discussed Rice,  716,  717;  Page,  765-767,769 

Relative  quantity  carried,  as  compared  with  box  cars P^ige,  7^ 

Risk  of  shipping  oil  by,  relative Rice»  716,  717;  Page,  769 

Loading  and  unloading,  comparative  advantages. . .  Rice,  717;  Page,  767 

Charge  made  for  full  capacity  of  car I\ige,766 

Miscellaneous  discriminations — 

I>iscriminations  in  favor  of  Union  Tank  Lane  Company. . .  Monnett,  299 

Denied Ardibold,5l3 

Reasons  for  returning  free P^ige,  767 

Weight  of  oil  shipped  by  Standard  underbllled West^ite,  ZiZ; 

Rice,  731 

Denied Arehbold,  560, 552;  Page,  77I>-77S 

Weight  of  oil  per  ^llon  underestimated Rioe,7S2 

Metho<l  of  arriving  at  average  we^^ht Page,  766 

Contents  officially  stated  in  nandbook  . . .  Archbold,  551 ;  Page,  7<66 

Profits  from  milease  rate  paid  by  railway Rice,  732;  Page,  77S-7S4 

Deduction  of  62  gulons  in  estimating  freights Rioe,716 

Reasons  for Page,  766 

Clianze  for  weight  of  car  where  used  for  storage Rice,  71S 

Reasons  for Page,  7fi9 

Accepted  only  where  consignees  have  facilities  for  unloading Rice, 

618, 719 

Justification  of Pb^,769 

Discriminations  in  favor  of  Standard's  patent  car Rioe,  719 

Justification  of Pe^«  769 

Stop-over  privileges  on  oil  billed  to  terminal  points Rice,  71$ 

Charges  on  cotton-seed  oil  lower  than  on  petroleum Rice,  715, 716 

Number  owned  by  Standard  and  other  owners Page,  7?J^7S1 

Union  Tank  Line  Company,  low  profits Page,  779-781 

Terminal  facilities- 
Controlled  by  Standard  Lockwood,  388;  Rice,  698 

Facilities  ana  advantages  given  to  Standard Monnett,  3S3 

Allowances  for  loading  and  unloading  oil Monnett,  *JS9 

Tidewater  Pipe  Line  Company — 

Discriminations  against Rioe,  696, 697 

Underbilling  of  tank  cars — 

Weight  of  oil  shipped  by  Standard  underbilled Weetgate,  373;  Rice,  731 

Denied Archbold,550,552;  Page,  770-7^ 

Correct  weight  furnished  by  Standard Page?  774.  uo 

T^nderbilling  by  New  Haven  and  Hartford Rioe,  Til 

Explained  as  due  to  errors Ps^e,  770-775 

Shipments  within  the  State Page,  772-775 

&eflneriea  and  refining  (see,  also,  Competing  refineriest  Co9t  ofrefining,  Eoommies) : 

£arly  establishment  and  numbers Boyle,  407;  Emery,  608 

Fuel,  early  high  prices Boyle,  415, 41S 

Associations  o1  refiners,  early Boyle,  420 

Processes,  early  discovery Boyle,  407;  Emery,  624, 625 

Methods  of  distillation  and  production,  described Emery,  624, 625 

Amount  of  refined  oil  from  crude Emery,  63S 

Pennsylvania,  superior  advantages  for  location  of Lee,  268;  Emery,  649, 650 

Production  of  refined  oil  and  proportion  by  countries,  1897 Archbold,  567 

Sice,  George  (see^  also,  under  I&iUtuay  diKriminations) : 

Negotiations  with  Standard  for  sale  of  property Archbold,  559; 

Rice,  749-754, 793;  P*ge,  789 
Experiences  in  competition Rice,  704, 709, 711 
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Rockefeller,  Andrews  A  "Flagler:  ^»9^ 

History  of  firm Emery,  606 

Seep  Purchasing  Aspency: 

Methods  and  relation  to  Standard Boyle,  436, 446 

South.  Improvement  Ck>mpan7: 
Organi  zation — 

Early  history Boyle,  421-423 

Charter  in  full Emery,  607, 608 

Repeal  of  charter Emery,  639 

Extensive  powers • Emery,  608 

Railways,  originated  by Boyle,  421, 422 

Officers  inter^ted  in Ilice,691 

Relations  to  Standard Lockwood,  400;  Emery,  609, 610;  Rice,  690, 691 

Liist  of  shareholders  and  holdings £!mery,  619;  Rice,  690, 691 

Discriminations  and  rebates — 

Described Lee,  283:  Lockwood,  386, 400;  Rice,  689-695 

Contract  with  Pennsylvania  Railroad  in  full Emery,  610-616 

Signature  of  contract Rnery ,  618 

Contract  never  operative Archbold,  640, 660 

Amount  of  rebat^  on  shipments  of  competitors Rice,  694, 696 

Agreement  of  railways  to  protect  from  competition Lockwood,  385; 

Emery,  616;  Rice,  691 

Impossible  for  others  to  obtain  equal  advantages Emery,  616 

Results — 

Protest  of  producers  a^nst Emery,639 

Petrolemn  Producers'  Union,  report  concerning Emery,  639 

Crude  oil,  prices  depressed  by Lee,  283   * 

Contract  of  railways  with  producers  not  to  discriminate Lockwood,  401 ; 

Emery,  640;  Rice,  693 

Violation  of  this  agreement Emery,  641, 642 

Standard  did  not  continue  methods  of Archbold,  640, 663, 660 

Speculation.     (See  Crude  oU,  gpeeukuion,) 
Standard  Oil  Company,  hiator^,  organization,  etc. : 
Standard  Oil  Company  of  Ohio — 

Organization,  capital Monnett,299 

Incorporation  and  early  history Emery,  606;  Rockefeller,  796 

Railway  officers  interested  in ji . . .  Emery,  606 

Dividends^  accumulations  and  depreciation  of  property. . .  Monnett,  3()2, 303 

Stock  certificate,  form  of Monnett,  320 

Tankcarsj  sale  of Monnett,  302 

Entrance  into  Standard  Oil  Trust Monnett,  300 

Standard  Oil  Company  of  Pennsylvania — 

Original  sharenolders  of Emery,  619 

Standard  Oil  Trust- 
Corporations  and  firms  entering Monnett,  300 

Capitalization — 

Actual  value  basis  of  trust  certificates Monnett,  300 

Excessive  prices  paid  for  refineries  purchased Emery,  630 

Valuation  of  plants  entering,  method Monnett,  300 

Organization  described Dodd,  799 

Trust  agreement  in  full 1220-1228 

Trust  certificates — 

Amount  issued,  referred  to Archbold,  643;  Dodd,  799 

Large  proportion  still  outstanding Monnett,  303, 307 

Amount  outstanding  and  value Archbold,  674, 676 

Value,  present,  according  to  income Monnett,  309 

Trustees — 

Stock  assigned  to Monnett,  300 

Names  of  original Monnett,  301 

Term  of  office Monnett,  301 

Trust  certificates,  more  than  half  owned  by Monnett,  307 

Constituent  companies,  controlled  by Monnett,  307 

Rockefeller,  controlled  by Monnett,  307 

Existing  organization — 
Description — 

Present  form  described Archbold,  574, 676 

Constituent  companies  and  their  relation  to  trust Monnett,  301, 

307, 308, 322 
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Standard  Oil  Oompaay,  history,  orgnnlBatlon,  etc. — Contiiioed. 
Existing  oigamzation — Continued. 

Description — Continued.  P>se. 

Harmony  preserved  despite  dissolution  of  trust Arcfabold,  574 

Ohio  oin^izations  belonging  to  combination Monnett,  298^  298 

Transfer  of  trust  certificates  lor  stock  in  comnanies,  form  .  Monnett,  SSO 

Conversion  into  stock  chiefljr  by  laige  holders Monnett,  307 

Fractional  sliares  receive  no  dividends,  reasons Monnett,  307; 

RogeiB,  583,587 

New  Jersey  corporation,  new,  character  of Archl^id,  674, 575 

Articles  of  incorporation 1228 

Rockefeller,  J.  D.,  control  of  trust  and  constituent  companies 

by Mannett,907 

Oapitalisation — 

Amount  and  value  of  stocks Archbold,  575, 576; 

Boyle,  480;  Monnett,d01;  Dodd,799 
Dividends — 

Amount  paid  since  1882 Rice,  688, 689, 754;  Dodd,799 

Standard  Oil  Company  of  Ohio,  amount  of Monnett^Sffi 

Amount  of  each  since  1892 Monnett,368 

Constituent  companies,  statement  of  dividends,  1897 Monnett,  303 

Form  of  resolution  declaring  on  trust  certificates Monnett,  306 

8tocks— 

Holdings  of Archbold,  538, 575 

Valueof Monnett,301; 

Boyle,  480;  Archbold,  575, 579;  Rice,  754 

Not  subject  to  speculation Arc^bold,575 

Managers  have  not  speculated  in Archbold,575 

Suita  and  prosecutions  against  combination: 
Books  and  records — 

Burning  of,  Ohio  suits Monnett,  303-306 

Denied Archbold,5l3 

Refusal  to  produce,  Ohio  suits Monnett,  306, 307 

Pennsylvania  Railroad,  production  in  Logan,  Kmery  &  Weaver 

case Emery,  635, 669 

Bribery  of  court  officers — 

Alleged Monnett,  313, 316 

Denied : Archbold,  544 

Testimony — 

Difficulty  of  securing Clark,  345 

Difficulty  of  proving  railway  discriminations  . . .  Emery,  634, 635;  Rice,  706 

Refusal  to  answer  questions Monnett,  298,  314,  315;  Lockwood,  3$ 

Witnesses  should  not  be  held  to  incriminate  themselves Monnett,  315 

Specific  suits — 

Commonwealth  v.  Pennsylvania  Railroad,  referred  to Emery,  660 

Despeaux  v,  Pennsylvania  Railroad,  testimony  referred  to. . .  Rice,  700-703; 


Ptee,  759-763 
.  £m( 


Commonwealth  r.  John  D.  Rockefeller,  referred  to Emery,  66S 

Lo^an,  Emery  A  Weaver,  case  of,  summarized Emery,  633-635,  6W 

Ohio  V.  Stanoard  Oil  Company,  of  Ohio,  suit  described Monnett,  297, 

298,303-307 

Present  status Monnett,  314,315 

Injurious  to  interests  of  State Archbold,  543 

Producers'  Protective  Union,  suits  against  Standard Boyle,  438 

Rice,  George — 

Payment  of  counsel  against  the  Standard  Company,  by. .  Archbold, 561 

Suits  regarding  discriminationsm Archbold,  556-558; 

Rice,  707-710, 715 
Tariff: 

Canada,  amount  and  effects Gall,  680,632 

Proposal  to  remove  on  monopolistic  articles Gall,  686 

No  oil  imported  into  United  States Lee,2ft> 

Taxation: 

Internal-revenue  tax  on  oil — 

History Boyle,  412, 41/ 

Deprecated Boyle,  41* 

Teats  of  oil.     (See  QmlUy.) 
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Tidewater  Pipe  Oompany:  P^ee. 

Kailway  discriminations  against Rice,  696, 697 

Value  of  stock Boyle,  480 

Turpentine: 

Gasoline  mixed  with i Clark,  331 

Denied Mathews 

Union  Tank  Line  Company  (see  also  BaUway  digcHmmaiions) : 

Nature  and  working Monnett,  299 

Twak.  cars  referred  to Monnett,  302, 303 

Discriminations  in  favor  of Monnett,  299 

Denied Archbold,  550, 562;  Page,  778, 786 

Ezoeesive  profits  from  mileage Rice,  732 

Low  rate  of  profits Page,  779, 784 

Mileage- from  railways  sole  source  of  income ^^^t  784 

Relation  to  Standanl Page,  781-784 

United  States  Pipe  Line  Company: 

Purpose  of  organization Archbold,507 

Advantages  to  refiners  and  producers Lee,  265 

Failure  to  pay  dividends Boyle,  443 

Kelation  to  Aoducers  and  Refiners'  Oil  Company Boyle.  462, 463, 471 

Standard  Oil  Ck)mpany,  relation  to Archbold,  529 

I^orchflse  of  stock  hv  Iiee  270* 

•Westcate,'376,"382;"  Archbold^  529^  577VPhimp8,"596;  "Emery,  656 

Representation  of  Standard  on  board Emery,  656 

Voting  trust,  reasons  for  forming Emery,  656 

Contract  in  full Archbold,  507, 508 

Opposition  of  Standard  and  railways  to  laying  of  pipes Lee,  264, 267; 

Lockwood,  397;  Boyle,  445, 474, 475;  Archbold,  529; 

Phillips,  593;  Emery,  650-655, 659 

Philadelphia,  necessity  of  building  to Emery,  662 

Freight  rates  from  terminus  to  New  York Archbold,  529, 530;  Emery,  655 

Vacuum  Oil  Company: 

Matthews  case,  suits  against,  described Archbold,  554, 556 

Vandergprift  Sb  Forman  Company: 

Relation  to  early  pipe  lines Boyle,  426 

Wages.     (See  Labor!) 
Water  transportation: 

Early  methods Boyle,  410 

Competition  possible  because  of Lee,  269 

Canada,  Standard  employees  for  shipment  to Gall,  683 

Relation  of  Standard  and  independents  to Monnett,  319 

Competition  lowers  rates Monnett,  316 
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